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EXECUTIVE SUMMARY 
1. The African Development Bank is pleased to present the Malawi Country Strategy covering 
the period 2018 to 2023. The Malawi Country Strategy 2018-2022, simply referred to as the 
Country Strategy or the Strategy, is prepared at a time when macroeconomic stability is returning 
to Malawi following an economically difficult period between 2012 and 2016. The country’s 
reputation was marred by the Cashgate scandal that was exposed in 2013 with the theft of USD 32 
million of public money. The immediate impact was a suspension of budget support by the African 
Development Bank and other development partners. In 2015 and 2016, Malawi was impacted by 
floods and drought that affected agriculture production impacting more than 5 million Malawians 
who suffered from food insecurity. Large amounts of maize were imported to support the affected 
population, which put pressure on public spending leading to higher deficits and increased debt 
uptake. The combined effect of macroeconomic uncertainties, weather shocks and low commodity 
prices on the economy was exacerbated by high inflation and interest rates, dampening business 
and consumer confidence. Consequently, real GDP growth remained subdued at 2.6 % in 2016. 

2. The 2013 Economic Recovery Plan supported by the IMF and underpinned by the resumption 
of budget support in 2016 by the Bank and later by the World Bank, helped to improve 
macroeconomic stability in 2016 and 2017. The bumper harvest in 2017 further boosted 
agriculture production and increased economic growth to 5.1%. Malawi managed to attain single 
digit inflation and stabilise the exchange rate. The medium term outlook remains positive 
although growth is expected to decline in 2018 as agriculture, the main economic growth 
contributor, was affected by unfavourable rains and army worm attacks in the 2017/18 agriculture 
season. The country is dependent on rainfed agriculture and is vulnerable to shocks from adverse 
weather events and commodity price volatility. This calls for actively diversifying the economy 
to strengthen the resilience against shocks and reduce the potential impact from fragility factors.  

3. The Country Strategy carefully considers projected funding for the next five years. Declines 
in funding under the ADF window requires close collaboration with development partners and 
private sector to co-finance projects. For example, Malawi is pursuing several large 
transformational priority projects. Estimated at over USD 1.1 billion, these projects are multi-
sectoral supporting water, energy, agriculture and private sector. The available funding also calls 
for selectivity in the formulation of pillars and the choices of sectors to be targeted. 

4. The proposed Strategy takes into account key strategic and portfolio lessons from the 
Country Strategy 2013-2017 as well as IDEV’s evaluation of the Bank’s Country Strategy and 
Program in Malawi (2005-2016). The completion report recommended strengthening the 
foundations for economic development by investing in infrastructure, while the improved 
macroeconomic indicators provide an opportunity to enhance support to the private sector and 
push for economic transformation. Key binding constraints remain in energy with suppressed 
demand for electricity further exasperated by wide scale load shedding incidents, while 
transport corridors can support access to domestic, regional and international markets. Services 
sectors are the largest contributor to growth, while agriculture is a key sector for employment. 
However, there is need for agricultural transformation to improve productivity and increase 
value addition moving up the value chain. On the portfolio side, key recommendations were to 
continue to strengthen implementation capacity, improve project readiness, and promote 
stronger project ownership at senior Government level. 

5. The Country Strategy has been developed through consultations with Government, private 
sector, civil society and other development partners. The Government has been clear that it 
wants the Bank to focus on the productive sectors to grow the economy. Other development 
partners are supporting the social dimensions while there is need to invest in reducing supply-
side constraints. The Government has also expressed a role for the Bank to participate in the 
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macro-fiscal and debt sustainability dialogue, and support policy reforms in critical areas, like 
transport, energy, and water with the aim to unlock the private sector. The Government has 
voiced the need for development partners to work together and collaborate on large 
transformational projects. Finally, the Government would like to see the Bank strengthen its 
position in analytical and knowledge work as well as advisory services.  

6. The Country Strategy gives greater attention to the specific challenges Malawi is facing as a 
small landlocked country with a growing population that currently doubles every 22 years. With 
the underlying deficiencies in the economy, including regional infrastructure gaps in energy, lack 
of diversification, limited sources of export revenue and low financial intermediation, the 
objective of the Strategy is to support the foundations for private sector led growth by investing 
in public infrastructure to unlock private investment, promote diversification and build economic 
resilience to reduce poverty and inequality. To reduce fragility and strengthen resilience to 
exogenous shocks, the interventions will address infrastructural bottlenecks that limit private 
sector and business development, and drive economic transformation and small industry to 
support diversification and (decent and formal) job creation. The strategy is therefore designed 
to address issues of economic, social and climate resilience. 

7. The Strategy proposes two pillars. To expand and improve infrastructure, Pillar 1 proposes: 
“Investing in infrastructure development through energy and transport”, with the objective to 
expand and close infrastructure gaps to strengthen regional connectivity, market access, and 
private investment. To broaden economic development, Pillar 2 proposes: “Investing in economic 
transformation by strengthening agriculture value addition and developing water infrastructure” 
with the objective to broaden diversification, support agro-processing and small industry 
development to build and strengthen resilience. These pillars are aligned with the Bank objectives 
and High 5. Compared to the previous Strategy, the sectors have been reduced from 7 to 4. 

8. The Committee on Operations and Development Effectiveness considered the previous 
Country Strategy 2013-17 Completion Report, together with the proposed pillars of the 2018-
2022 country strategy in July. The Completion report indicated mixed results in terms of 
achievements on outcomes and outputs. Despite this mixed picture, the performance of the 
portfolio was rated overall satisfactory with a score of 3.3 at the end of 2017. There were 
improvements in process efficiency and disbursement. At the end of 2017, green-flagged projects 
reached 75%. Good performance was maintained by mid-2018 as green-flagged projects reached 
85%. Nonetheless, the 2018 Country Portfolio Performance Review and the resultant Country 
Portfolio Improvement Plan indicate areas where the Bank can do better to improve efficiency. 
Strengthening start-up time by ensuring availability of detailed design at project approval, use of 
advance procurement, and continuous Project Implementation Unit training are some of the key 
areas that will be monitored closely and followed-up. During its deliberations, the Committee 
endorsed the proposed pillars of the 2018-2022 country strategy, and made recommendations 
aimed at strengthening the agriculture sector, regional integration and donor coordination. These 
recommendations have been taken into account in the new Country Strategy. 

9. The current portfolio comprises 17 projects with a total committed value of UA 223 million. 
The portfolio disbursement rate is 55%, consistent with the average age of the portfolio of 3.1 
years. The largest sectors in the portfolio are transport and social sectors. 

10. The indicative operational pipeline, covering the next five years, plans to support various 
projects with a total value of UA 255 million. The identified projects include 3 agriculture, 3 
power, 2 water, 2 transport, and 1 multi-purpose projects. Additional funding will be sought 
through co-financing. Planned analytical work will support the preparation of the next Strategic 
Vision document for Malawi, strategies to increase private investment through the public sector 
and strengthening labour market information systems. 
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1 INTRODUCTION 
1. This report proposes the Bank Group’s Country Strategy for the Republic of Malawi, 
covering the period 2018-2022. The Strategy has been prepared taking into account the 
findings of the combined Completion Report of the previous Strategy covering the period 2013-
2017 and the 2018 Country Portfolio Performance Review, which was endorsed by the 
Committee on Operations and Development Effectiveness on July 03, 2018, and IDEV’s 
evaluation of the Bank’s Country Strategy and Program in Malawi (2005-2016). The 
Committee supported the proposed pillars of the new Strategy: i) Investing in infrastructure 
development through energy and transport; and ii) Investing in economic transformation by 
strengthening agriculture value addition and developing water infrastructure. The proposed 
Strategy has taken into account comments and recommendations made by the Committee, to 
strengthen the agriculture sector, regional integration and donor coordination (Annex 17). The 
Strategy aims at supporting the foundations for private sector-led growth and social inclusion. 

2. The Country Strategy is prepared based on a comprehensive consultative process involving 
the Government of Malawi, key stakeholders, development partners, the private sector and civil 
society (Annex 15). Preparing the Strategy included three missions to discuss both strategic 
and implementation issues with the Malawi authorities related to the former Strategy and 
direction and priorities of the Government going forward. Alignment with the third Malawi 
Growth and Development Strategy and national operational priorities were discussed and taken 
into account. The Country Strategy coincides with the Bank’s renewed effort to accelerate the 
implementation of its Ten Year Strategy through a sharper focus on the High 5 priorities. 

3. The rest of the Strategy Paper is organised as follows: section 2 presents an update on the 
country context and related development dynamics; section 3 provides an overview of the 
Partnership Framework and Bank Positioning; section 4 presents the Bank Strategy for the 
period 2018-2022; and section 5 presents conclusions and recommendations. 

2 UPDATE ON COUNTRY CONTEXT 
2.1 Political context 
4. Malawi’s political landscape has remained peaceful and stable since independence in 
1964. In May 2014, the country held its fifth multi-party presidential and parliamentary elections 
(which for the first time included Local Government elections) that ushered in President 
Mutharika of the Democratic Progressive Party into Government, with a narrow win of 36.4%, 
against 27.8% by the main opposition candidate Chakwera of the Malawi Congress Party. In 
order to strengthen democratic governance and rule of law, three out of six Electoral Reform 
Bills, expected to be enacted prior to the 2019 tripartite elections, have been enacted. The enacted 
Bills are the Referendum Bill, the Electoral Commission Bill, and the Political Parties Bill. The 
remaining bills are the Constitutional Amendment Bill; the Presidential, Parliamentary and Local 
Government Elections Bill; and the Assumption of the Office of the President (Transition 
Arrangements) Bill. A 2017 European Union mission concluded that a significant number of 
recommendations made post-2014 would strengthen future elections if the proposed reforms 
were adopted. Civil society will have an important role to play in the reform process and in voter 
education in the run-up to the next elections scheduled for May 2019. 

5. Malawi’s performance across various governance indicators has been mixed in recent 
years. According to the 2017 Mo Ibrahim Index of Africa Governance, Malawi scored 57/100 
in overall governance and ranked 18/54 in Africa, a decline from 15/54 in 2012. The report 
pointed to a slight deterioration in governance indicators over the past decade and particularly in 
the last five years driven by declining rule of law (accountability) and limited economic 
opportunity. In the latest Corruption Perception Index reported by Transparency International in 
2018, the country was ranked 122/180 and scored 31/100, a fall from 2013 when the country was 
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ranked 91/175 and scored 37/100, a 
result of the Cashgate1 Scandal of 
2013 (see Box 1). On average 
economic, political and institutional 
governance declined between 2013 
and 2017 from 3.70 to 3.66 according 
to the 2016 Country Policy and 
Institutional Assessment. In the run-up 
to the 2019 elections and during 
implementation of the Malawi Growth 
and Development Strategy and this 
Malawi Country Strategy Paper, 
attention will be paid to strengthening oversight and governance institutions with a view to 
improve on the various governance indicators including corruption and public finance 
management systems. 

2.2 Economic context  
6. Economic structure: The economy of Malawi has experienced little structural 
transformation with signs of deindustrialization. The economy remains largely services-
based, while featuring a low level of industrialization. As shown in Figure 1a, the share of 
employment in industry has steadily declined while that of the services has increased. The share 
of employment in agriculture, however remains higher than the other two sectors despite the 
fact that the service sector is the main contributor to GDP. Figure 1b shows declining trends in 
manufacturing value added and the industrial sector indicating a process of de-industrialization 
since the early nineties. The concern is whether the service sector, which is normally high-skill 
intensive, is able to absorb the labor released from the industrial sector. The fall back, will be 
the agricultural and the informal sectors, where most of the unskilled labor may find itself. 
Measures to stem deindustrialization will include infrastructure improvements, as well as 
improving the productivity of agriculture to be ready to absorb labor that is reallocated from 
the industrial sector. Agriculture is the largest sector in the economy and characterised by a low 
level of productivity. In 2017, the sector accounted for 30.2% of gross domestic product (GDP). 
The high dependence on rainfed agriculture makes the economy more vulnerable to adverse 
weather conditions.  

7. Recent growth performance and outlook: Real GDP growth averaged 4.2% during the 
period 2013-17 although growth was variable from year to year. The suspension of donor 
support after Cashgate, the subsequent loss of confidence, and the effects of drought and floods 
in the 2015 and 2016 seasons significantly weakened growth in that period. Furthermore, 

                                                 
1 Cashgate refers to an exposure in September 2013 of theft of public funds, amounting to USD 32 million. This 
led to the suspension of direct budget support from development partners, estimated at 4.5% of GDP. 

Cashgate was exposed soon after approval of the Country Strategy 
in 2013. The Competitiveness and Export Diversification Program 
(PBO) that aimed to support reforms under Pillar II was suspended 
as was budget support from other Development Partners. In 
response, Government and DPs agreed on an Extraordinary 
Performance Assessment Framework and PFM Action Plan, which 
were aimed at restoring trust and confidence in use of PFM country 
systems. The Bank was actively engaged in the dialogue. At the same 
time, Government launched a Public Service Reform Programme in 
2015 with the aim of comprehensively addressing behavioural, 
systemic and structural weaknesses that affect smooth delivery of 
public services and accountability. A PFM Rolling Plan 2017-2022 
has also been formulated to strengthen systems in Malawi. 

Box 1: Cashgate Scandal impact on Policy Based Operations 
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increased domestic borrowing by government resulted in a reduction in resources for key sectors 
of the economy such as manufacturing, wholesale and retail trade. On the other hand, good 
performance was recorded in services, growing at an annual average of 4.9%, and the non-mining 
industry, growing at 2.6% for the past three years. A more worrying problem is stagnant and low 
level of development. Malawi is one of the poorest countries in Africa with GDP per capita of 
only USD 324 in 2017 compared to the medium for Sub-Saharan Africa of USD 980.   

8. The medium term outlook remains positive (Box 2 below). Although GDP growth is 
expected to moderate to 3.3% in 2018 from 4.2 in 2017 due to lower agriculture output, it is 
projected to recover to 4.8% in 2019. Growth will mainly be driven by a rebound of agricultural 
output due to favourable weather conditions. As long as the economy remains heavily reliant 
on rainfed agriculture for one third of its production, weather events will continue to influence 
the country’s economic performance. Other factors that will underpin growth include the 
Government’s economic programs, as well as improvements in business confidence and global 
commodity prices. 

9. Macroeconomic management: A rapid increase in inflation, which started in 2012, led 
to the Reserve Bank of Malawi to pursue a tighter monetary policy. Headline inflation fell 

Box 2: Selected Macroeconomic indicators, 2013-2019 
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from 35% in 2013 to 12.2% in 2017 and single digit since the beginning of 2018. Starting 2016, 
inflation was gradually curbed by tight monetary policy and prudent fiscal policy, while an 
adequate food supply, sufficient to meet local demand, dampened price adjustments. As a result 
of inflation containment, the authorities reduced the policy rate by 8 percentage points to 16% 
in 2017.  

10. Malawi’s fiscal policy has been under pressure in recent years. The fiscal deterioration 
over the past four years has largely been due to reduced direct budget support and domestic 
expenditure overruns. However, the fiscal deficit, which averaged 6.1% between FY13 and 
FY16, is slowly improving and reduced to 5.6% (est.) of GDP in FY17, as new domestic 
revenue mobilisation efforts such as Value Added Tax reform are implemented. In the coming 
years improved fiscal compliance and tax payer registration is being pursued to broaden the 
tax base. To achieve fiscal consolidation, the Government needs to remain disciplined on fiscal 
spending while strengthening revenue generation, and to continue to build confidence in the 
budget process and improve medium term fiscal framework. 

11. Public debt has been rising in recent years mainly driven by increased borrowing on 
commercial terms particularly from the domestic market. Out of the 4.5% increase in total 
public debt to GDP between 2013 and 2017 (from 50.6% to 55.1% ), domestic public debt, 
which is normally contracted on commercial terms, constituted the biggest increase of 2.8% 
while external debt increased by only 1.7% from 19.8% to 22.6% over the same period. 
External public debt hovered around 33% of GDP over the past five years. Total public debt is 
expected to moderate during the next 5 years and stabilize at about 50% in 2022 as more 
concessional financing becomes available to the country and growth outlook improves. As 
shown in Box 3, increased reliance on commercial debt have significant adverse implications 
on the macro economy. The May 2018 IMF Debt Sustainability Analysis confirms that Malawi 
remains at moderate risk of debt distress. The May 2018 IMF Debt Sustainability Analysis 
confirms that Malawi remains at moderate risk of debt distress. 

12. The current account deficit worsened to 10.5% in 2017, up from 8.5% in 2014. The 
current account deficit peaked at 13.5% in 2016 driven by food imports due to the 2016 
drought. Exports declined from 27.6% of GDP in 2013 to 25.3% in 2017 reflecting weak 
agriculture performance. Imports also declined during this period although at a slower rate than 
exports, i.e. from 35.7% of GDP in 2013 to 34.7% in 2017, leading to a deterioration in the 
trade deficit. Foreign Direct Investment has increased from USD 120 million in 2013 to USD 
326 million in 2016, but remains relatively low. Since 2013, gross international reserves have 
increased from 2.9% of GDP to more than 12% in 2017. The import cover increased from 2.1 
months in 2013 to 3.6 months in July 2018. The foreign exchange constraints have put greater 
pressure on the already limited Government’s fiscal space.  

13. Governance: Despite a well-defined reform agenda to improve economic and financial 
governance, Malawi has made slow progress over the last 5 years. Following Cashgate, the 
government strengthened fiscal management and began implementing reforms supported by the 

A DSGE model was used to simulate the paths of debt, growth and investments of increased reliance on commercial and 
concessional financing in Malawi. The results from the model simulations show that growth rates with increased commercial 
borrowing are lower than under concessional borrowing. This can mostly be explained by the effect of commercial borrowing 
(mainly domestic) on private investment and consumption, which creates a crowding-out effect. Aggregate demand therefore 
remains depressed, weakening growth. 
The results further show that debt sustainability is compromised with increased commercial borrowing. In particular, under 
commercial borrowing, by the fifth year into the loan term, debt-in-GDP rises to about 90%. The more disturbing part is that after 
the loan period, debt ratios, instead of falling, continue to rise in spite of the higher growth rates. This is partly explained by the 
higher interest rate premium that Malawi would be paying on commercial debt, which is expected to be above the SSA average 
of 8% and higher than the average growth rates (See Annex 12). 

Box 3: Macroeconomic implications of Malawi’s increased reliance on commercial debt 



 

5 

IMF under the Extended Credit Facility (ECF)2, such as automatic fuel price adjustment, flexible 
exchange rate regime, tax reforms, and strengthening financial management systems. The 
reforms have helped streamline economic management with visible positive results including 
lower interest rates, single-digit inflation and stable exchange rates. The Public Finance and 
Economic Management Reform Programme implemented from 2011 to 2014 was designed to 
strengthen macro fiscal discipline, improve effectiveness in allocation of resources, enhance 
efficiency and effectiveness in the delivery of government programs, and strengthen 
transparency and accountability in the use of public finances. Although systems and policy 
frameworks were put in place, processes were frequently ignored or bypassed leading to arrears 
accumulating to over 9% of GDP. A Public Finance Management Rolling Plan (2017-2022) 
was developed and represents the second generation programmatic approach to PFM reforms. 
Some positive results have led to: i) improved control environment for the Integrated Financial 
Management Information System (IFMIS); ii) enhanced payroll management; iii) enforced 
commitment control and expenditure management; iv) improved timeliness in submission of 
Auditor General’s Annual Reports and amendment to the Public Audit Act; v) enactment of 
the Access to Information Bill (2016); and vi) enactment of the Public Procurement and 
Disposal of Assets Act in 2017 to replace the Public Procurement Act of 2003. Nevertheless, 
delays in the implementation of Bills and agreed actions remains challenging. 

14. Financial sector: The financial sector remains stable and well capitalized, though 
credit risks have increased due to high cost of borrowing and credit concentration. 
Commercial banks are well capitalised, have adequate liquidity and are profitable on the 
aggregate level with capital adequacy ratios above the minimum benchmarks. However, the 
sector reveals some shortcomings, especially in terms of asset quality. In 2017, non-performing 
loans to gross loans accounted for 15.7%. Non-performing loans are on the decline and stood 
at 12.7% in May 2018 with a target of 5% by December 2018. The commercial banking sector 
remains highly concentrated with 51% of assets held by two banks. The microfinance sector is 
an alternative to commercial banking but represents less than 2.3% of commercial banking 
assets. 

15. Business environment and competitiveness: The business environment is improving yet 
competitiveness is stagnating. The 2018 World Bank Doing Business report ranked Malawi 
110 out of 190 countries, a big improvement from 157 in 2013. Good progress was made in the 
past two years with the introduction of one-stop service centres, collateral registry and 
simplification of business registration processes. However, improvement in the ease of doing 
business is yet to be translated into a competitive business environment. The 2018 Global 
Competitiveness Index ranked Malawi 132 out of 137 countries with a score of 3.1 out of 7, a 
decline from the 2014 when the country was ranked 136 out of 148 countries and scored 3.3. 
While the government has made significant efforts to improve the exchange rate regime by 
floating the currency and has started to reign in domestic borrowing to increase space for private 
sector borrowing, much is still required in terms of infrastructure, improving the macro-economic 
environment, and improving access to finance. According to World Economic Forum, the most 
problematic factors constraining business development include corruption, access to finance and 
tax rates.  

16. Malawi has a large micro, small and medium enterprises sector, with 987,000 
enterprises providing employment to 1.1 million people. However, the country has a very 
low rate of formal job creation with only 11% of the employed in formal jobs. The main reason 
is the low rate of private investment, estimated at 6.7% of GDP in 2017, which is well below 
the 20-25% of GDP needed for sustained, rapid growth. The private sector is recognized as a 
key component of the economy and private investments are expected to drive growth and job 

                                                 
2  The government has been implementing an IMF supported Extended Credit Facility of about USD 143.5 

million, which was approved in July 2012, extended in 2015, and came to completion in 2017. In April 2018, 
a new ECF, amounting to USD 112 million, was approved by the IMF Board.  



 

6 

creation. More needs to be done to move away from one-man-one-shop enterprises to the 
creation of sustainable job creating businesses. To support private sector development, the 
Government is implementing the Private Sector Development Strategy, National Export 
Strategy, National Investment Policy, National Industrial Policy, National Trade Policy and 
MSME Policy. The major challenges to private sector development include electricity supply 
shortages, access to finance, poor state of transport and telecommunication infrastructure, 
unstable macroeconomic environment, policy inconsistency, bureaucratic regulations and 
cumbersome licensing procedures. 

17. Malawi has a weak infrastructure platform, which hinders private sector 
development. The country was ranked 28 out of 54 countries according to the AFDB Africa 
Infrastructure Development Index in 2016. In addition, the country’s infrastructure score of 
18.4 is far lower than the SSA’s average of 35. While Malawi has performed relatively well in 
improving water and sanitation delivery, comparisons across sectors reveal that there is still a 
huge backlog in the ICT, transport and electricity sectors. This points to the fact that clear 
prioritisation and decisive actions followed by investments are required in these areas to 
increase economic growth in the country. Development is constrained by the high cost of 
transport. It is estimated that the ratio of transport costs for imports for low value goods is 55% 
of the landed cost, compared to the sub-Sahara average of 20%, and the cost of transportation 
for exports is as high as 60%. Main drivers for high transportation costs are attributed to poor 
infrastructure; long distances to sea ports; long wait-times and unwieldly formalities at ports 
and border crossings; lack of competition due to small haulage industry; protective policies in 
neighboring countries; poor logistics services; and use of old vehicle fleets. In the energy sector 
the recent unbundling of Electricity Supply Corporation of Malawi has been a positive step 
towards improving the enabling environment towards private sector participation in the power 
market. Funding for the first regional interconnector between Malawi and Mozambique was 
approved in 2017. This physical integration to the Southern Africa Power Pool will 
significantly improve the availability and reliability of power supply to the country. The total 
installed generation capacity of the interconnected grid in Malawi, is approximately 326 MW 
comprising mainly hydropower.  

18. Agriculture: The agricultural sector remains the mainstay of the country’s economy, 
but remains fraught with challenges thus undermining growth and transformation. The 
sector accounts for one third of national production, employs over 80% of the country’s 
workforce and contributes 90% of the export receipts. The sector is dominated by smallholder 
subsistence farmers who contribute about 70% of agricultural production. Agriculture remains 
vulnerable to weather related disasters as over 90% of agricultural production is rainfed 
dependent despite the potential irrigable area of 407,000 hectares (National Irrigation Master 
Plan, 2015). The sector is dominated by maize as the staple food crop and tobacco as the cash 
crop. Maize dominance combined with the floods and droughts in 2014/15 and 2015/16 
rendered about 2.9 and 6.5 million people food insecure, respectively3 (Annex 18). There are 
several key challenges in the agricultural sector that include: low-yields driven by dependency 
on rainfed subsistence farming; low level of irrigation infrastructure development; poor access 
to agricultural finance; land tenure system that perpetuate inequality and indented labour, small 
land holding sizes; failure in technology development and transfer; limited agricultural 
diversification and value addition; weak links to markets; high transport costs; few and weak 
farmer organizations; poor quality control; and lack of market information. Cognizant of these 
challenges, the 2017 National Agriculture Policy aims to achieve sustainable agricultural 
transformation to enhance growth of the agricultural sector by expanding incomes for farm 
households, improve food and nutrition, and increase agriculture exports.  

19. Regional integration and trade: As a small, landlocked country, regional integration to 
expand market size and international trade are critical to growing the economy. The 
                                                 
3  Cooperating partners provided about USD 359 million for humanitarian support. 
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country has made efforts at enhancing regional integration and is a party to several bilateral, 
regional and multilateral trade agreements including the recently launched Africa Continental 
Free Trade Area. As a least developed country, Malawi benefits from arrangements with the 
European Union – Everything but Arms (EBA). Under the Economic Partnership Agreement 
(EPA), Malawi has been negotiating the agreement alongside a group of countries from Eastern 
and Southern Africa. The EPA’s introduce a new dimension to the trade relations between the 
EU and Malawi. Unlike its predecessor agreement, the Cotonou Partnership Agreement, the 
EPA requires reciprocity in terms of trade preferences granted by each of the trading partners. 
The EBA agreement is important because the EU is a key export destination for Malawi and 
as least developed country, Malawi may benefit from EU’s EBA Agreement. Malawi is also a 
beneficiary of the African Growth and Opportunity Act. At the regional level, the country is a 
member of both Common Market for Eastern and Southern Africa (COMESA) and Southern 
African Development Community (SADC) and thus participates in the COMESA-SADC-East 
African Community Tripartite Free Trade Area. 

20. Because Malawi relies on its neighbouring coastal countries to access global markets 
for both imports and exports; greater infrastructural connectivity is paramount. 
According to the 2018 World Bank Doing Business Index, trading across borders has improved 
by 2.0 percentage points, however still low compared to global rankings with 117 out of 190 
countries. In order for Malawi to be able to leverage its membership to the various regional 
bodies, more attention should be paid to supporting trade facilitation especially in line with 
infrastructure development along major transport corridors. Malawi stands to benefit greatly 
from participation in regional value chains on agro-processing in both COMESA and SADC. 

21. Greater commodity and market diversifications are required. In 2017, the country’s 
main exports were tobacco (59.8%), tea (8.5%), food residues (7.2%), oil seeds (4.7%) and 
sugar (3.9%), while its main imports were fuel (9.8%), machinery (9.6%), electrical equipment 
(9.1%), books (8.0%), and pharmaceuticals (6.8%). Its main export trading partners were 
Belgium 22%, South Africa 8%, Tanzania 8%, Germany 6% and Egypt 6%, while import 
trading partners were South Africa 18%, China 15%, India 11%, Zambia 7% and UK 5%.  

2.3 Social context and cross-cutting themes 
22. Highly persistent poverty and growing inequality ensnaring Malawi into a poverty 
trap. According to UNDP’s 2016 Human Development Index, Malawi has not changed 
ranking since 2013 at 170, while the score has slightly increased to 0.476 from 0.418. Data 
based on the 2016/17 Integrated Household Survey indicates that national poverty has 
marginally increased to 51.5% from 50.7% in 2011. Poverty remains widespread particularly 
in rural areas with 59.5% living below the national poverty line, while extreme poverty has 
declined to 23.8% from 28.1%. The results of a regression of poverty on its past values 
presented in Annex 13, shows that Malawi’s current poverty level is strongly driven by past 
levels of poverty, implying that the country may already be ensnared in a poverty trap. Poverty 
is driven by food insecurity due to erratic rainfall and high farm input prices. Inequality has 
widened with the Gini coefficient increasing from 39.9 in 2004 to 45.5 in 2010 (see Figure 2). 
Over the period, the income share 
held by the highest 20% of the 
population increased by 9.1% 
from 47.5% to 51.8%. On the 
other hand, the income shares by 
the lowest 60% have declined 
over the period implying that this 
group has become worse off.  

23. Malawi achieved four of the 
eight MDG targets in 2015. The 
targets achieved were reducing 
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child mortality (MDG4), combating HIV/AIDs, malaria and other diseases (MDG6), ensuring 
environmental sustainability (MDG7) and developing a global partnership for development (MDG 
8). The country made significant efforts to achieve other MDG targets (1, 2, 3, and 5), but limited 
financial resources and low starting baseline levels contributed to missing the targets (Annex 16). 
The country remains committed to addressing areas lagging behind and has committed to the 
Sustainable Development Goals, which are integrated in the Malawi Growth and Development 
Strategy, see Box 4 and Annex 10. 

24. There is need to exploit the demographics and make the youth bulge a dividend. From 
a population of 18.3 million4, more than 40% are between 10 and 34 years of age and there 
is high youth unemployment. It is estimated that 52% of the youth population is below the age 
of 18 years with only 9% having formal education beyond secondary school level. The 2014 
Labour Force Survey estimated that 23% of the youth labour force (age group 15-34) is 
unemployed, with unemployment rates higher amongst females by 10%. According to the 2015 
International Labour Organisation estimates, the population of 18–24-year-olds who will enter 
the labour market is expected to double to 5.2 million by 2040. In 2013, the Government adopted 
the Youth Employment Policy to guide implementation of youth development and empowerment 
programmes. In 2017, a new National Employment and Labour Policy was adopted by Cabinet. 

25. Gender equity: Gender inequalities still persist while women continue to be 
marginalized calling for a proactive strategy (see Annex 14). Malawi ranks 170 out of 188 
countries on the UN’s Gender Inequality Index. Women constitute only 16.2% in the executive, 
12.9% in the judiciary, and 22.3% in the legislature, while in the city, municipality and district 
councils, women in decision making positions constitute 46%, 15% and 3.6%, respectively. 
Advancing women’s empowerment through improved education and employment 
opportunities; elimination of harmful traditional practices and gender-based violence; and 
ensuring women’s ability to make decisions about their sexual and reproductive rights are key 
to achieving gender equity and equality, and overall socioeconomic development. 

26. Environment and climate change: Climate variability and change, experienced 
through increased frequency and intensity of events such as floods, drought and dry 
spells, and pest and disease outbreaks have created wide ranging challenges for Malawi 
(Box 5). Specifically, floods and droughts are the leading cause of chronic food insecurity, and 
impact water security, water quality, energy resources and the sustainability of rural 
livelihoods. Globally, Malawi is ranked among the most vulnerable and at risk countries, highly 
susceptible to climate hazard, and low coping capacity5 (Annex 11). Therefore, there is great 
urgency for action, which fosters climate resilience, particularly in the context of rapid 
population growth and overdependence on natural resources (land, water and climate – e.g. 
rainfed agriculture). In 2015, Malawi submitted its Nationally Determine Contributions, which 
prioritises adaptation and mitigation action predominantly conditional upon the provision of 
capacity building, technology and financial support. The National Climate Change 

                                                 
4 Population and Housing Census (2008) 
5 https://gain.nd.edu/our-work/country-index/ 

Malawi is a signatory to the Sustainable Development Goals (SDG) and participated in the formulation process. The 
implementation of the 2030 Agenda on SDGs will be done through the national development plans, and therefore Malawi 
has adopted to domesticate the 2030 Agenda through the Malawi Growth and Development Strategy (MGDS) linking its 
national goals with the overall 17 SDG goals. A select number of SDG indicators and targets will be reported based on the 
national priorities.  
Agenda 2063 takes a longer term view is similarly integrated into the MGDS. The agenda sets out 7 aspirations for the “Africa 
we want” by the year 2063. 
Malawi is also signatory to the Vienna Program of Action that addresses specific priorities and challenges of 32 landlocked 
countries. In particular, development of international corridors, energy interconnectors, ITC, and trade and customs policies 
are core priorities.  

Box 4: Domestication in the National Strategy 
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Management Policy (2016), including the implementation and evaluation strategy, focuses on 
adaptation, mitigation and capacity building to promote sustainable livelihoods. 

3 PARTNERSHIP FRAMEWORK AND BANK POSITIONING 
3.1 National strategic framework 
27. Malawi’s long-term strategy is guided by Vision 2020 and the third Malawi Growth 
and Development Strategy 2017-2022: The MGDS aims to build a productive, competitive 
and resilient nation. The MGDS straddles the final three years of Vision 2020, which was 
developed in 2000 and provided the long-term national objective to lead Malawi to middle 
income country status, by implementing five year development strategies. However, Malawi 
remains far from achieving middle income country status and will require significant assistance 
on private sector reforms and investment to put the country on a higher growth trajectory.  

28. The MGDS states that while the country achieved some commendable growth rates 
during the earlier Plan periods, growth was neither sustained nor inclusive. Poverty during 
these periods remained pervasive in rural areas, among women and other disadvantaged 
groups. The strategy notes the need for different sectors to collaborate effectively and 
mainstream issues of gender and inclusiveness. To ensure the MGDS objectives are attained, 
the strategy identifies five key priority areas i) Agriculture, Water Development, and Climate 
Change Management, ii) Education and Skills Development, iii) Energy, Industry and Tourism 
Development, iv) Health and Population Management and v) Transport and ICT 
infrastructure. Within each priority area, flagship projects, which have strong links to other 
areas and have multiplier effects on growth, have been identified. 

3.2 Development partnership framework 
Development Cooperation 
29. Malawi has a well-developed aid coordination framework established on the 
principles of the Paris Declaration, Accra Agenda for Action, and the Busan Partnership 
Agreement. The relationship between development partners and the government is guided by 
the Development Cooperation Strategy 2014-2018 Making Development Cooperation Work 
for Results, which sets out strategies for improving quality and effectiveness of development 
cooperation in the country. The Cooperation Strategy remains relevant in promoting 
development effectiveness and dialogue, hence a ‘light’ review, led by Government, is being 
done to align to MGDS. The new Development Cooperation Strategy 2019-2022 will have a 
work plan to make it more focussed and implementable, and with strengthened dialogue 
structures between Government and its partners on critical reforms.  

30. Malawi is among the top receivers of development assistance in Sub-Saharan Africa. 
According to OECD DAC, Malawi receives on average USD 1 billion annually. Since Cashgate, 
increasing shares of aid have been disbursed outside of government systems and directly to 
projects. Although aid channelled through the budget has declined from 10.2% of GDP in 

Because the agricultural sector contributes significantly to overall output in Malawi, weather-related shocks have significant 
and far-reaching effects on the rest of the economy. The average annual precipitation varies between 725mm to 2,500mm (see 
Department of Climate Change and Meteorological Services, 2016). Starting from a mean value of 1500mm per annum, we 
investigate the consequences of an adverse weather shock that leads to drought-type annual precipitation levels of between 
700 and 900 mm per annum.  
The results show that an adverse weather shock, all things being equal, can reduce growth rates by about two percentage 
points. In the long-run, if the drought persists, growth rates eventually become negative. 
Weather shocks also lead to more inflationary pressures because of its negative impact on productivity and hence agricultural 
output. In fact, the simulation results show that with persistent drought episodes, inflation rises by as high as 30% in the short 
to medium term. These results point to the need for stepped up efforts to develop the agricultural sector and reduce its 
vulnerability to weather related-shocks (see annex 12 for more details). 

Box 5: Malawi: Economic Vulnerability to Agricultural Sector Shocks: Results from a DSGE Simulations 
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2012/13 to around 2.8% in FY 2017/18, the role of external aid remains prominent. The decline 
highlights the need for increasing domestic resource mobilization efforts and enhancing 
accountability mechanisms. This requires that Government ensures a conducive macroeconomic 
environment, strengthens fiscal discipline, promotes transparent and efficient taxation systems, 
and improve public financial management systems. The government will also need to implement 
business-enabling reforms to spur private sector led growth, so the sector can participate and lead 
in addressing the large infrastructure requirements. Finally, much of the aid is focused on 
government consumption that has lower fiscal multipliers with weak contribution to growth. 
The support from the Bank, which is largely investment oriented, helps raise productivity and 
therefore contributes to long-term economic growth. 

Bank Positioning 
31. The Bank has maintained a strong position with the Government and continues to lead 
and participate in policy dialogue within the Development Cooperation Strategy 
Framework. The Bank has built a solid reputation with the Government as a trusted and long term 
partner. It participates in and leads policy dialogue within the Development Cooperation Strategy 
Framework. Besides being an active member, the Bank, among others, has chaired the following 
working groups: the Joint Government-Donor PFM Steering Committee; the High-level Forum 
and the Water Sector Working Group. However, the Bank also needs to be realistic about what it 
can do with the limited resources, ranking ninth largest donor in Malawi providing less than a third 
of the second largest, World Bank, that provides on average USD 157 million annually. Despite 
limited funding, the Bank continues to play a significant role as a convenor and facilitator of 
country dialogue and to crowd in other investors. In the previous Strategy through partnerships and 
by attracting co-finance, the Bank managed to leverage USD 66 million in addition to ADF funding 
of USD 162 million, thereby achieving greater impact. The division of labour, set-out in 2014, 
assigned various sectors to the Bank including agriculture and rural development; environment and 
natural resources, irrigation, water and sanitation, industry and private sector development, 
education, roads and transport, ICT, energy, and economic governance, as possible areas of 
intervention. Key areas where the Bank has developed expertise include transport, energy, 
agriculture and water that are closely linked to the selected pillars of the new Country Strategy. 
Annex 4 provides a full overview of the division of labour. Going forward and with the limited 
funding available, the Bank has carefully selected potential sectors where the Bank can add value, 
be most effective, attract co-financing, and maximise on its support to Malawi.  

3.3 Strength, opportunities, weaknesses and threats 
32. Malawi’s overarching development goal is to achieve pro-poor inclusive and green 
growth that can effectively and sustainably reduce poverty and inequality. To reduce 
poverty and inequality, it will require accelerated structural transformation. This implies 
diversifying the economy away from rainfed dependent agriculture while supporting small 
urban industrialization, reducing business transactions costs and addressing the skills gaps, in 
order to attract private investment, create and grow businesses, and generate private led jobs. 
Agriculture transformation will happen in rural areas, but jobs will mainly be created in urban 
areas, close to the consumer and processing areas and trading markets. Malawi’s main strengths 
and weaknesses, opportunities and threats are outlined in Annex 5. 

3.4 Bank Group Malawi Portfolio 
Key characteristics of Portfolio 
33. As of 26th July 2018, the Bank Group’s active portfolio in Malawi comprised 16 
operations with a total commitment value of UA 223 million and a disbursement rate of 
55%. The sources of funding mainly constitutes ADF, 76%, the Global Agriculture Food 
Security Program, 13%, Nigeria Trust Fund 5%, and 6% for the remaining including the OPEC 
Fund and Fund for Africa Private Sector Assistance.  
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34. In terms of sectoral distribution, 
the transport and social sectors are 
the largest sectors, each accounting 
for 29% of the portfolio followed by the 
agriculture sector with 20%, water 
supply and sanitation, 16%, and multi-
sector (PFM, economic statistics and 
institutional support), 6%. The sectorial 
distribution of operations reflects the 
importance given to the CSP pillars 
identified, with Pillar 1 (addressing infrastructural bottlenecks) accounting for 77% and Pillar 2 
(supporting actions to expand PSD and trade) accounting for 23%. The portfolio also has one 
multi-national project, the Nacala Road Corridor Development Project Phase IV. Allocation of 
funds to the sectors and High 5 priorities is illustrated in Figure 3. Annex 3a provides a list of the 
active portfolio, while Annex 3b provides the trends on key performance indicators.  

Portfolio Performance and Quality 
35.  With a rating of 3 (on a scale of 1 to 46), the current overall performance of the portfolio 
is considered satisfactory. The portfolio rating has shown improvement from 2.4 in 2016 to 3.0 
in 2017. Currently, there are no problematic and potentially problematic projects in the portfolio 
and 78% of the portfolio is flagged satisfactory in the Bank Delivery Dashboard of July 2018. 
The increased rating is mainly attributed to rigorous use of the Portfolio Flashlight Report in 
monitoring and addressing forward warning alerts of the portfolio as well as close follow-up and 
supervision by the Bank. Despite the current satisfactory portfolio performance, continued 
Government oversight is required to ensure critical portfolio issues are resolved in a timely 
manner to maximize the impact of Bank interventions. To this effect, the Malawi Country Office 
continues to engage with all stakeholders, including senior government officials, as part of the 
country portfolio improvement plan, Annex 7.  

3.5 Lessons learned and recommendations 
36. The following section summarises key experiences and lessons learned from the 2013-2017 
Country Strategy Completion Report and 2018 CPPR and that of  IDEV’s independent evaluation 
of the Malawi Country Strategy and Program during 2005-2016. The section further provides 
main recommendations emanating from the strategic and operational levels. 

Strategic level 
37. The country strategy framework remained relevant to the needs of the country. The 
CSP 2013-17 results confirmed that Bank operations to support infrastructure were able to 
achieve most expected outcomes while interventions aimed at economic governance and 
business reforms were unable to achieve the majority of outcomes, largely due to macroeconomic 
instability. Macroeconomic instability and the country’s poor credit rating prevented private 
sector financial products to be made available. Given the remaining infrastructure bottlenecks 
and the need to diversify the economy and build resilience, the Completion Report recommended 
the need to continue to emphasize the foundations for economic development by investing in 
infrastructure, while improved macroeconomic indicators provide an opportunity to enhance 
support to private sector development and agriculture transformation by enhancing value chains 
and small industry development. At a strategic level, IDEV’s evaluation of Malawi’s Country 
Strategy Program 2005-2016 rated six out of the nine dimensions of the evaluation as 
satisfactory and recommended the strengthening of three including Efficiency, Sustainability 

                                                 
6 Based on recent updated supervision rating assessments, the Implementation Progress and Development 
Objective ratings were 3.4 and 3.3, respectively. 

Figure 3: Allocation of funds to priorities 
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and Managing for Results dimensions. Annex 19 is a matrix of the management response on 
how the recommendations are addressed in this Country Strategy Paper. 

38. Infrastructure gaps remain a binding constraint for the economy especially in energy 
and transport. The energy sector, in particular, has experienced significant rolling blackouts 
in recent years, with increased suppressed demand for electricity. This is despite significant 
investment in the sector over the last three years through the Millennium Challenge 
Corporation and the unbundling of the national utility. The Bank was recommended to continue 
to invest in addressing infrastructure gaps with a focus on energy and transport. 

39. The economy is largely services driven, with limited industrialisation and agricultural 
transformation.  The agriculture sector is rainfed dependent and accounts for one third of 
production, making the sector and the economy volatile to weather related shocks. Agriculture 
is a key economic sector for employment and supporting livelihoods, while productivity 
remains low. For the sector to remain competitive, there is need to transform agriculture. The 
sector needs to increase productivity, improve mechanisation, strengthen value chains and 
promote value addition. The Bank is well placed to support agriculture transformation while 
building opportunities through support to small-scale industry and processing. Increased 
production will also strengthen food security.  

40. The private sector plays a limited role in investment and formal job creation. 
Developing markets and increasing diversification is required to strengthen economic 
resilience and reduce vulnerability to external shocks. The return of macroeconomic stability 
provides an opportunity to strengthen private sector development. It was recommended that the 
Bank support increased investment in the private sector by strengthening the financial sector 
and supporting improvements in policy and regulatory reforms.  

41. During 2013 to 2017, ADF funding was limited and funding from the ADB private 
window was unavailable due to the macroeconomic environment. Limited funding requires the 
Bank to focus on areas that have a high impact and that can drive development. The new Strategy 
requires the Bank to be more selective in the choice of pillars and sectors. It was recommended to 
strengthen efforts to crowd-in funding from development partners and private sector.  

Operational level  
42. Implementation capacity weaknesses continue to affect portfolio performance. The 
2017 CPPR and IDEV Evaluation identified several areas of implementation weaknesses such 
as delay in loan signature by Government caused by delay in parliamentary approval and 
ratification of loan agreements, and inadequate implementation capacity particularly in 
procurement and financial management. Although portfolio weaknesses are being addressed, 
many of the issues will need to be followed-up and supported on a continuous basis by the Bank. 
The government faces challenges with high staff turnover, limited project coordination and 
project oversight. It was therefore recommended that the Bank continues to closely monitor 
portfolio implementation and provide institutional support in targeted sectors to enhance project 
delivery and results. Attention is to be given to theory-based design, results-based contracting, 
and outcome-focused supervision and management of interventions while anchoring the 
principles of equality and equity between genders; and focused training for Bank staff in critical 
skills including results-based logical frameworks and compulsory certification through the 
Task Manager Academy. 

43. Training of executing agencies and Bank staff has proved essential. The Bank should 
continue undertaking fiduciary clinics to improve the implementation and oversight capacity of 
executing agencies given the high staff turnover. Based on the good experience, it was 
recommended to increase the frequency of fiduciary clinics to over one per year. The fiduciary 
clinics will further maintain and extend government knowledge of the Bank’s financial and 
procurement procedures and ensure effective PFM systems. Bank staff will also be trained in 
PFM and other requisite skills. 
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44. Projects should be ready before including them in the pipeline as absence of detailed 
design studies and tender documents has contributed to start up delays. The Bank should 
ensure that detailed design and tender documents are available or near completion before 
projects are submitted to the Board. The development of a readiness filter was recommended 
and task teams should be encouraged to utilise advance procurement to reduce start-up delays.  

45. Non-lending activities were invaluable, contributing towards knowledge and dialogue 
in various sectors. However, the lack of dedicated funding resources posed a challenge for sector 
work to be undertaken. It was therefore recommended to earmark resources for knowledge work 
at the country level, while strengthening efforts to obtain resources from trust funds. Knowledge 
management will be an integral part of the implementation of this new strategy. 

46. Limited ownership and oversight at decision-making level hampered timely project 
implementation. Stronger level of project ownership and commitment is needed at senior level 
of Government to ensure that critical portfolio issues are timely resolved. It was recommended 
that the Bank engages more closely with Executing Agencies and the Ministry of Finance on a 
quarterly basis to involve senior management in implementation and other portfolio issues with 
greater focus on sustainability of outcomes. Additionally, the Bank should consider cancelling 
non-performing projects.  

47. The ministerial performance management systems do not fully account for staff time 
assigned to Bank projects directing focus away from Bank projects. Performance 
evaluation of project staff is important for timely implementation of projects. Annual 
performance reviews for project recruited staff is recommended as a basis for contract renewal. 
Staff need to be trained in Results Based Logical Framework and the use of Results Based 
Management tools. 

4 BANK STRATEGY FOR 2018-2022 
48. The preparation of the Country Strategy is taking place during a period when the 
Government has made progress on macro-fiscal stability. At over 3%, the economy is showing 
reasonable growth, but the country remains vulnerable to external shocks, in particular adverse 
weather events or commodity price adjustments. The economy remains dependent on agriculture 
for growth and employment, and proceeds from tobacco exports to drive consumption. Limited 
agriculture transformation, low productivity, and insufficient diversification in new export products 
increases fragility. Services is the largest sector while manufacturing industries are nascent and 
largely undeveloped. Export proceeds tend to drive higher imports rather than local production, 
due to the high cost of finance. The consequence is lower investment and limited market entry. 
Supply-side infrastructure gaps such as electricity supply and regional market access, reduce 
competitiveness and also lower the propensity to invest.  

4.1 Rationale and strategic considerations 
49. Malawi faces developmental and sustainable growth challenges. The economy shows 
slow progress towards agricultural transformation as productivity remains stubbornly low 
while nascent industrialisation that could create new export opportunities and value addition is 
constrained by low levels of investment, inadequate skills-mix and supply-side constraints. The 
country’s aim of becoming a middle income country requires a new development model that 
is more focused on development financing and private investment rather than consumption. 
The strategic response requires a clear focus on addressing supply-side constraints that can 
improve competitiveness such as electricity supply, transport corridors, water and sanitation 
and private sector development through improvements in the productive sectors to create 
businesses and jobs. 

50. The selection of pillars are informed by four criteria. These criteria are chosen on the 
basis of lessons from previous strategies, strategic considerations, continuity in operations, and 
complementarity. Within each pillar, the selection of sectors is limited to two to avoid 
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spreading resources too thinly and ensure higher development impact. Lessons from previous 
strategies and analytical work: the choice of pillars and sectors was informed by the 
conclusions from the Country Strategy 2013-2017 Completion Report. Infrastructure and 
private sector were relevant strategic choices despite the fact that private sector operations were 
affected by macroeconomic instability. Bank sector analysis, the World Bank Constraints to 
Growth, the Government’s National Resilience Strategy and Malawi: A Political Economy 
Analysis (2017) are among various knowledge products taken into account during the Strategy 
formulation. The evidence confirm large infrastructure gaps, in particular for energy, need for 
diversification to build resilience and challenging fiduciary environment. See Annex 19 for 
bibliography. Strategic considerations: the choice of pillars is guided by the strategic 
development needs of the country as stated in the Malawi Growth and Development Strategy, 
the Bank’s Ten-Year Strategy and the High 5 Agenda. Continuity in operations: the choice 
of sectors are guided by the Bank’s experience and comparative advantage where its operations 
in transport and agriculture have figured strongly in the past. The Bank’s experience in these 
sectors is significant and, by level of commitment, the Bank is among the largest investors. 
Complementarity: the choice of sectors is guided by the division of labour matrix found in 
Malawi’s Development Strategy. Annex 4 outlines the key sectors where the Bank is expected 
to be represented. Finally, the recommendations emanating from broad stakeholder 
consultations have been taken into account and Government has endorsed the pillars and 
sectors selected.  

51. During the next five years, critical reforms need to be maintained to strengthen the 
basis for investment and private sector led development in Malawi. It will be important to: 
i) maintain gains in macro-fiscal stability that strengthens confidence in the authorities 
management of the economy, ensures fiscal prudence and debt sustainability, and attracts 
domestic and new foreign investments; ii) extend and expand critical infrastructure in 
water, power and transport to grow the economy. Rapid population growth adds environmental 
pressures and increases demand for productive water uses that requires smart investment 
planning. Rolling power outages requires investments in electricity supply, including 
diversifying away from one-river-hydro-dependency; iii) diversify the economy to build 
resilience on several fronts by reducing dependency on rainfed agriculture. Expanding 
irrigation is critical for food security while enhancing crop diversification and supporting small 
industry development will be needed to reduce effects of weather shocks that have affected 
Malawi twice in the past five years; and iv) strengthen the business environment and 
investment climate that remains constrained by high market entry costs and bureaucratic 
procedures including negative labour practices such as tenancy in agriculture. Structural 
reforms will facilitate the creation of an enabling environment to attract investors and new 
businesses as well as support diversification and productive engagement of women and youth. 
These will in turn create the thousands of jobs needed to keep up with wider population growth 
while broadening the tax base to increase the revenues for public services and investment.  

4.2 Strategy objectives and Pillars  
52. The main development objective of the Country Strategy 2018-2022 is to support the 
foundations for private sector led growth by investing in public infrastructure to unlock 
private investment, promote diversification and build economic resilience to reduce poverty 
and inequality (Figure 4). The strategy is designed to address issues of economic, social and 
climate resilience. To reduce fragility and strengthen resilience to exogenous shocks, the 
interventions will address infrastructural bottlenecks to improve business creation and private 
sector led development, and drive agricultural transformation and small industry development to 
support diversification and (formal) job creation. Two pillars are proposed, aimed at: expanding 
and closing infrastructure gaps to strengthen regional connectivity, increase market access, and 
attract private investment; and strengthening economic diversification to build and improve 
resilience.  
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Pillar 1: Investing in infrastructure development through energy and transport 
53. Pillar 1 proposes to support “Investing in infrastructure development through energy and 
transport” to remove bottlenecks and investment constraints that otherwise increase the cost of 
business, while improving competitiveness and the overall functioning of the public sector, 
industry, businesses and households. Support to energy will build on recent reforms, which led 
to the unbundling of the national power company and passing of regulation to allow for 
Independent Power Producers. Specifically, the interventions will leverage private sector 
investments and ensure the country has diversified and stable sources of energy via regional 
interconnectors. These interventions promote Light up and Power Africa. For transport, the 
support will augment interventions that started during the previous Strategy to develop the 
Nacala Corridor, easing transportation costs that underpin trade and private sector growth. 
These interventions address the country’s priorities and are aligned to the Bank priority to 
Integrate Africa. The availability of increased electricity supply and improved transport 
corridors will address key infrastructure constraints that currently stifle development and 
dampen growth.  
54. The medium to long-term development for the Transport sector is guided by the National 
Transport Master Plan 2017-37. The Master Plan identifies priority infrastructure to be 
developed and sector reforms to be implemented to make the sector more efficient and to 

Figure 4: Malawi CSP 2018-2022 at a glance 
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Figure 5: Pillar 1 outcomes and High 5 
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increase impact. The Bank’s support in the sector is focused on improving the Nacala Road 
Corridor and its related roads and infrastructure, with on-going projects being supported by the 
Bank and other development partners and a One-Stop-Border-Post. Transport sector 
interventions under in the Country Strategy will continue to support improving efficiency along 
the Nacala Road Corridor and also expanding focus to the North South Corridor. The 
construction of One-Stop-Border-Posts will support regional integration. In addition to this, 
the Bank will support selected reforms in the sector as identified in the Master Plan. 

55. Projects and initiatives identified for support in the energy sector seek to develop resilience 
to climate change in the Songwe basin and mitigate greenhouse gas emission through 
hydropower production, as well as strengthen regional integration prospects by facilitating 
Malawi’s connectivity into the Southern Africa Power Pool. These initiatives will strengthen 
the power grid, improve reliability and availability of supply and allow for the increase in 
capacity for access to electricity. Due to the size and cost of the initiatives, support and 
collaboration from various development partners will be required to realise the proposed 
initiatives. 

Pillar 2: Investing in economic transformation by strengthening agricultural value addition 
and developing water infrastructure 
56. Pillar 2 proposes to support “Investing in economic transformation by strengthening value 
addition and developing water infrastructure” to boost economic diversification, build 
resilience, and to underpin the creation of jobs. The pillar will strengthen economic 
transformation by enhancing agriculture value chains, increasing mechanisation, increasing 
access to finance, improving market linkages and supporting crop diversification. This will 
underpin new income opportunities for emerging commercial farmers while strengthening 
linkages to small-scale farmers with increased focus on women and youth. Small industry 
development will be supported through agro-processing and light industrialisation that will 
contribute to expand the economy and create jobs. The Bank will support investments in the 
water sector to increase capacity of water reservoirs, small dams harvesting schemes, and 
improve access to potable water to free up time in rural areas especially for women: to allow 
them focus on other social economic activities. The interventions will support water resource 
management in key water basins such as Songwe River and Lake Malawi that impact on other 
sectors, such as energy, agriculture, tourism and fisheries. Synergies between Pillar 1 and Pillar 
2 will enable the private sector to strengthen its role as the driver of the economy, aligning to 
Feed Africa, Industrialize Africa and Improving the Quality of Life.  

57. For agriculture, the Bank will support Malawi in quick impacts to be made by upscaling 
proven agricultural technologies to increase productivity under the Technologies for African 

Figure 6: Pillar 2 outcomes and High 5 
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Agriculture Transformation (TAAT). The program will focus on eight selected agricultural 
commodities: Cassava, Rice, Legumes, Horticulture, Poultry, Dairy, Beef and Aquaculture. 
The overall goal is to execute a bold plan to achieve rapid agricultural transformation. This will 
be done through raising agricultural productivity in selected project implementation areas 
targeting specific agricultural commodity value chains, including: self-sufficiency in rice 
production, cassava intensification, expanding horticulture, expanding legume production, and 
greater self-sufficiency in fish, poultry, dairy and beef production and designated commodity 
value chains within them. The Bank will use its experience to lead in supporting Malawi in 
tapping into the potential for renewable energy (small and medium hydro, and solar) for 
development of the rural areas.  

58. For the water sector, the Bank will continue to support the country at policy, strategic and 
program implementation levels. The sector stands as one of the priorities of the Malawi Growth 
and Development Strategy and in line with the Sustainable Development Goals. Malawi strives 
to achieve universal access to quality water and sanitation services to improve the quality of 
life of its citizens. The Bank will support this vision through targeted investment in urban and 
rural water and sanitation infrastructure, and strengthening the policy environment and in 
particular the revision and updating of the sanitation policy, improving performance and 
accountability in the operation of water utilities. 

4.3 Areas of Special Emphasis 
59. Cross-cutting themes are mainstreamed into the new Strategy and are an integral part of 
lending and non-lending operations. Environment and climate change, skills and training 
especially amongst the youth, and economic and financial governance will be central cross-cutting 
areas in operations selected for support. The aim is to ensure that projects holistically respond to 
the specific needs in question and address these where relevant. Strengthening governance and 
accountability will be key in ensuring that resources are used efficiently, according to Government 
plans, and reach intended beneficiaries. For example, a component on reforms or regulatory 
strengthening to improve utility sustainability would be part of a water project.  

60. The Bank is committed to reducing poverty and improving the livelihoods of women 
through gender mainstreaming in all its operations. This will be done through economic 
and sector work under the pillars. The Bank will focus on three mutually reinforcing areas as 
stated in the Bank’s Gender Strategy: Legal status and property rights; Economic 

Malawi Growth and Development Strategy TYS High 5 Strategy 2018-2022 

Energy: improved access to reliable and sustainable energy 
supply; improved access to affordable alternative sources of 
energy; and enhanced use of renewable and clean energy in the 
underserved communities. 

Infrastructure 
Development 

Light-up & 
Power 
Africa Pillar 1: Investing 

in infrastructure 
development 
through energy 
and transport 

Transport: reduction in transportation costs for persons and 
goods; improved transport reliability, levels of service and 
efficiency; enhanced access to local and international markets; 
improved access to inclusive social and public services; and 
increased private sector investment in the operation and 
management of transport infrastructure. 

Integrate 
Africa 

Agriculture Transformation: increased agriculture productivity 
and production; climate smart agriculture; increased land under 
irrigation; increased agriculture diversification; improved food 
security and nutrition; increased agriculture market development, 
agro processing and value addition; and increased empowerment of 
the youth, women, persons with disability and vulnerable groups in 
agriculture. 

Private Sector 
Development 
Agriculture 
and food 
security 

Industrialize 
Africa 

Pillar 2: Investing 
in agriculture 
transformation by 
strengthening 
value addition, and 
developing water 
infrastructure 

Feed Africa 

Water Development: increased access to water resources 
including irrigation, water harvesting, water supply and 
empowering local communities; and integrated water resources 
management at all levels. 

Infrastructure 
Development 

Improve the 
Quality of 
Life for 
People 

Table 1: Alignment between MGDS, TYS, High 5 and the Strategy 
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empowerment; and Knowledge management and capacity building. One exclusive aspect that 
the Bank is putting more attention on in the Country Strategy is to ensure dedicated funds are 
set aside for economic sector work, for studies, small projects, and capacity building to improve 
the economic status for women. Promoting gender equality and enhancing youth employment 
will be key subcomponents of the strategic interventions to hasten Malawi’s development 
challenges. 

4.4 Bank Indicative Lending Program 
61. The Bank has identified various projects aligned to the pillars of the Country Strategy 
and the Bank’s High 5 priorities. The Bank has identified 3 power, 3 agriculture, 2 water, 2 
transport, and 2 multisector projects with total project funding amounting to UA 255 million, 
of which UA 162 million is from ADF. Feasibility studies for some of these projects are already 
being conducted, to improve the quality-at-entry. Annex 2a presents the Bank’s IOP. Annex 6 
provides an analysis of the country’s fiduciary parameters to facilitate project implementation. 
Table 1 presents the linkages between the Government Strategy, the Bank’s Ten-Year strategy, 
the High 5 and the Strategy pillars.  

4.5 Bank Non-lending Program 
62. Non-lending activities will also be an integral part of the Bank Strategy to underpin 
lending operations, market information and/or to support policy reforms. The non-lending 
program will support dialogue with Government, generate new knowledge, prioritise 
knowledge management and entrench a learning culture. ESWs will be aligned with Bank’s 
operational priorities and client’s needs. Indications from Government point to the need to 
strengthen the labour market information system to improve policy decisions, and engage in 
macro-fiscal and debt sustainability dialogue. Capacity development is considered for the 
recently established National Water Resources Authority as well as Bank staff to acquire 
requisite knowledge tools. Annex 2b provides an indicative pipeline of non-lending activities. 

4.6 Bank Group Resources 
63. The main financing available to Malawi is on concessionary terms from the African 
Development Fund. Additional funding is available from the ADF Regional Operations 
envelope, and co-financing from bilateral and multilateral development partners. Based on 
current ADF-14 resource allocations, it is estimated that Malawi will have available UA 21 to 25 
million per year under the ADF-15. In addition, Malawi will be able to access ADF regional 
funds on a 1:1 matching basis, internal trust funds (e.g. KOAFEC) and other specialised funds. 
Crowding-in resources from bilateral and multilateral partners and the private sector will also be 
actively sought to enhance project sustainability. In the past, the Bank was able to crowd in 
resources from EU, OPEC, World Bank and bilateral partners. These development partners will 
be approached as operations are identified and prepared. Co-financing from the Bank’s global 
development and thematic financing mechanisms such as NTF, Africa Water Facility, Global 
Environment Facility, Africa50, Africa Climate Change Fund and Green Climate Fund will be 
explored. The use of framework agreements such as PAGODA and the EC Africa Investment 
Framework will also be explored. The use of innovative financial instruments such as the Partial 
Risk Guarantee to facilitate private investment and the Private Sector Facility will potentially 
expand the IOP and add value to ADF resources.  

64. Malawi is not yet one of the ADF countries potentially eligible for sovereign borrowing from 
the ADB public sector window. The Bank’s Private Sector Department will explore all options 
to provide direct support to businesses and industries with potential to engage in transformational 
productive activities and to create higher value added employment. The support of the Bank’s 
private sector window will include innovative financial instruments that will facilitate risk 
sharing, particularly for commercial banks active in high value-added sectors. Lines of credit 
could also be extended to financial institutions for on-lending to micro and small enterprises. 
Furthermore, interventions by the Bank’s private sector window could be complemented with 
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technical assistance to private enterprises to improve technical skills in value chain development. 
The Bank will explore options to assist the authorities in implementing financial sector reforms 
in order to facilitate access to financial services particularly for SMEs, and improve financial 
inclusion. These measures will likely generate a crowding-in effect in the private sector. 
Crowding-in financing will help in ensuring sustainability of Bank interventions. 

4.7 Monitoring and evaluation 
65. Monitoring, tracking and evaluation of the Country Strategy and its implementation 
is based on several mechanisms. At the national level, monitoring will be anchored on the 
Government’s program for monitoring the Malawi Growth and Development Strategy and 
related indicator matrix. At Bank level, the Results Based Logical Framework provides the 
indicators – including gender-related ones to be monitored (Annex 1). Bank staff will be 
continuously trained in the development and usage of log-frames to enhance managing for 
results. At mid-term, the implementation of the Country Strategy will be reviewed and if 
needed, the strategic goals realigned with changes to Government priorities. At Strategy 
completion, a Completion Report will be prepared with a detailed performance analysis and 
the results achieved. At the portfolio level, institutionalised quarterly meetings will be held 
with Executing Agencies and Ministry of Finance to track portfolio implementation and other 
portfolio related issues. In addition, regular follow-up will take place with Project 
Implementation Units and Executing Agencies.  

4.8 Country dialogue 
66. Policy dialogue will focus on maintaining macro-fiscal stability, debt sustainability, 
and advancing investments and reforms that unlock private investments. The Malawi 
Country Office will lead the dialogue with the authorities and development partners. This dialogue 
will take into account macroeconomic trends and sector related issues in the context of the National 
Development Plan and the Bank’s operational plan. Dialogue will cover: i) macroeconomic, fiscal, 
and debt sustainability issues; ii) strategic policy reforms in energy, transport, and private sector, 
and operational reforms related to governance and accountability, while strengthening sector 
sustainability; iii) portfolio implementation with the aim to improve performance and increase 
disbursements; iv) financial and performance challenges related to private sector operations; v) 
performance of country pipeline development to ensure solid and relevant interventions; vi) non-
lending activities and knowledge work to support policy reform and operations; vii) accountability, 
efficient use of public resources, and resource mobilisation; and viii) other development partners 
and civil society support to build synergies, networks, and explore opportunities for co-financing 
and risk sharing. 

4.9 Risks and mitigation measures 
67. Macro-fiscal and fragility risks: 

Vulnerability to Climate shock: Adverse weather events will continue to affect Malawi as 
long as the country is dependent on rainfed agriculture. The Shire Valley Transformation 
Project and other greenbelt irrigation projects aim to increase irrigated land, which will help 
reduce dependency on rainfed agriculture. The Bank’s on-going support to Agriculture 
Infrastructure and Youth in Agri-Business provide the largest irrigated land area of 2,000 
ha in Malawi.  

Dependence on external resources in the midst of global economic uncertainties: While 
the share of the budget financed from aid has reduced to 20% it remains significant and any 
abrupt reductions could have adverse macroeconomic effects. Price reductions in tobacco 
and other commodities will affect export receipts, increasing the current account balance. 
Through the Malawi Growth and Development Strategy and Public Financial Management 
Rolling Plan, the Government is putting in place measures for broadening the revenue base 
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and strengthening efficiency in the use of public resources. Reinforcing private sector led 
growth remains the focus of the new Strategy and will support the expansion of the tax base.  

2019 elections could lead to fiscal slippages: Presidential elections may see a looser fiscal 
stance to attract voters, causing a reversal of the recent macro-fiscal stabilisation gains. The 
Bank will maintain high-level dialogue on macro-fiscal issues. The IMF is supporting the 
Government with a three-year ECF program that aims to underpin macro-stability. Public 
financial management programs will also help monitor slippages. 

68. Operational Risks 

Institutional Risk: Limited government funding may lead to poor service delivery affecting 
living standards, especially for the vulnerable. Protecting social services expenditure will 
ensure continued provision of social transfers, health, education and water and sanitation. 
Country dialogue and the IMF program will help maintain annual budget allocations. 

Implementation Capacity Risk: Capacity constraints could cause delays in reform 
implementation. Development Partners and the Bank have committed to providing technical 
assistance and capacity building in many areas where weaknesses have been identified. 
Capacity building and training will be an integrated part of the Banks operations. 

Fiduciary Risk: Accountability mechanisms remain weak, but are slowly improving. 
Operations under the Country Strategy will incorporate fiduciary safeguards. Support to 
accountability and oversight institutions, public financial management reforms, and 
capacity building projects will help mitigate risks. The continuous strengthening and 
oversight of the Integrated Financial Management Information System will enhance 
expenditure controls and reporting. 

Inadequate project and contract management capacities: Weak contract management 
capacities in the Executing Agencies could delay the timely completion of procurement 
processes and related project implementation. The Bank’s infrastructure projects will 
include technical assistance components to support capacity development in project and 
contract management. In addition, at least one fiduciary clinic will be held annually to 
transfer fiduciary knowledge and skills to the Executing Agencies. 

5 CONCLUSIONS AND RECOMMENDATIONS  
5.1 Conclusions 
69. Following a period of low growth, high inflation, and food insecurity Malawi is entering a 
period of increased economic stability. Upcoming elections in 2019 pose a risk for the economy 
with the possibility of increased government spending to attract votes that could derail recent 
gains. Because of the dependence on agriculture for growth the country continues to face 
significant risks associated with climate volatility. The high population growth rates that will 
increase pressures on the economy, youth unemployment, and the environment requires an 
expansion of the business sector with more jobs being created. In order for Government to 
expand services, such as education, health and social benefits for the vulnerable, there is a need 
to expand the tax base by expanding formal employment opportunities by enticing the private 
sector to invest in Malawi. The objective of the new Country Strategy is therefore to strengthen 
the foundations for private sector development by unlocking private and public investment, 
promote diversification and build economic resilience to reduce poverty and inequality. The 
new Country Strategy has also taken into account IDEV’s recommendations from the Malawi 
CSP evaluation coving 2005-2016. 

5.2 Recommendation 
70. The Boards of Directors are invited to consider and approve the Country Strategy for 
Malawi covering the period 2018-2022. 
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Annex 1: Malawi Country Strategy 2018-2022 Results-Based Framework  

Strategic Objectives 
MGDS II 

Constraints hindering 
achievement of desired 
outcomes 

Final Indicators (expected by end- 2023) Midterm Indicators (by end 2020) Ongoing and Planned Bank Group 
Interventions during 2018-2022 Outcomes Outputs  Outcomes Outputs 

PILLAR I: INVESTING IN INFRASTRUCTURE DEVELOPMENT THROUGH ENERGY AND TRANSPORT 

Energy Sector  
Contribute to the 
increase in available 
electricity through 
development of  
generation 
infrastructure and the 
provision of regional 
interconnection to 
Malawi in order to 
enhance economic 
development 

- Unreliable, poor quality 
and insufficient generation, 
transmission and 
distribution capacity; 
- Obsolete and unmaintained 
infrastructure; 
- High network losses; and 
- Very low access rates  

Second regional 
interconnector preparation 
finalised and agreed by 
both countries 

Financial close achieved 
for the Zambia Malawi 
Interconnector 

 Financial close achieved 
for the Songwe River 
Development Programme 
and powerhouse (180 
MW) 

Ongoing 
 NEPAD IPPF application for 

Malawi/Zambia interconnector 
project preparation funds  

 Lake Likoma application for 
ACCF funding 

Planned 
 Songwe River Basin PPP 

Government equity lending 
 Malawi/Zambia interconnector 

infrastructure investment 
 Lake Likoma PV infrastructure 

investment 
 -Kholombidzo Power Project 

Transport Sector  
Contribute to 
economic growth and 
poverty reduction  

- Inadequate funding for 
capital projects and 
maintenance of 
infrastructure  
 

Logistics Performance 
Index (LPI) for Malawi to 
increase from 2.81 (world 
Bank LPI Report, 2016) 
to 3.0 by 2023. 

Rehabilitation of 55 km 
of road Nsipe-Liwonde 
Road; 
 
Construction and 
establishment of a One-
Stop-Border-Post between 
Malawi and Mozambique 
at the Chiponde-
Mandimba border-post 

Logistics Performance for 
Malawi increased from 
2.81 (world Bank LPI 
Report, 2016) to 2.9 by 
2020. 

Rehabilitation of 55 km 
of road Nsipe-Liwonde 
Road – 0% 
 
Construction and 
establishment of a One-
Stop-Border-Post at 
Chiponde – 0% 

Ongoing 
 Mzuzu-Nkhata Bay Road 

Rehabilitation Project  
 Multinational Nacala Road 

Corridor Development Project 
Phase IV  

Planned 
Multinational Nacala Road Corridor 
Development Project Phase V: 
 Rehabilitation of 55km of Nsipe-

Liwonde Road; and  
 Construction and establishment of 

a One-Stop-Border-Post Between 
Malawi and Mozambique at 
Chiponde/ Mandimba Border-
Post. 

PILLAR II: INVESTING IN AGRICULTURE TRANSFORMATION BY STRENGTHENING VALUE ADDITION AND DEVELOPING WATER INFRASTRUCTURE 

Agriculture Sector  
To contribute to 
sustainable economic 
growth and 
development by 
enhancing irrigated 
agricultural 

- Recurrent drought, 
- Over reliance of poor 
farmers on rainfed 
agriculture, and  
- Limited access to 
agricultural finance  

Increase of income by 
50% by 2023 in Malawi 
 
Number of new jobs 
creased increased by 
50,000 by 2023 
 

12, 000 ha  New irrigation 
area developed 
 
500 agripreneurs (50% 
women) trained on 
different value chains 
 

Increase income by 20% 
by 2020 
 
15,000 new jobs created 
by 2020 
 
Increased crop yields 
(MT/ha) as follows: 

8,000 ha new irrigation 
area developed. 
 
250 agripreneurs (50% 
women) trained by 2020 
 

Ongoing 
 Smallholder Irrigation and Value 

Addition Project (SIVAP) 
 Agriculture Infrastructure and 

Youth in Agribusiness Project 
(AIYAP) 
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Strategic Objectives 
MGDS II 

Constraints hindering 
achievement of desired 
outcomes 

Final Indicators (expected by end- 2023) Midterm Indicators (by end 2020) Ongoing and Planned Bank Group 
Interventions during 2018-2022 Outcomes Outputs  Outcomes Outputs 

production for food 
security  

Increased crop yields 
(MT/ha):  
Maize from 2 to 6 
Rice from 2 to 6 
Cassava from 24 to 28 
Beans from 0.75 to 2.0 
Soya beans from 0.8 to 4 
P/peas from 0.2 to 2.5 
Cotton from 0.5 to 5 
Sugarcane from 70 to 
140.   

20,000 people accessing 
agricultural credit 
 
100 GoM staff (50% 
women) and 15,000 (50% 
women) farmers trained 
on improved agricultural 
technologies 
 
12 Smallholder owned 
commercial farms 
established with a 
minimum of 500ha farm 
size each 

Maize: 2 to 3.5 
Rice : 2 to 4 
Cassava: 24 to 26 
Beans: 0.75 to 1.5 
Soya beans: 0.8 to 2 
P/peas: 0.2 to 2.5 
Cotton: 0.5 to 2.5 
Sugarcane: 70 to 100 
 

At least 10,000 people 
accessing agriculture 
credit 
 
 90% of staff and framers 
trained by 2020 
 
12 Smallholder Owned 
commercial farms 
established 
 

 Feasibility Study on the 
Establishment of an Agriculture 
Cooperative Bank 

Planned 
 Shire Valley Transformation 

programme 
 Songwe River Basin Development 

programme 
 
 

Economic 
Diversification and 
Business Enabling 
Develop and promote 
a conducive 
environment that will 
enhance inclusive 
private sector growth 
and competitiveness 

Business enabling 
environment  
- Weak regulatory and 
policy framework for private 
sector development; 
 
- Weak investment 
environment. 
 
Private Sector Development  
- Limited availability of 
trade finance and long term 
project finance, and  
 
- Limited competitiveness of 
SMEs 
 
- Limited financial inclusion 
and usage of digital 
payments 

Increase tourists to 1.2 
million (2021) from 
805,912 (2015) visitors 
 
# of youth & women run 
tourism businesses 
increase from 38 (2016) 
to 100 (2021) 
 
Number SME trained and 
coached from 0 (2017) to 
10 (2021) 
 
Number of linkages with 
buyers identified 0 (2017) 
to 15 (2021) 
 
Number of transactions 
processed by the digital 
payment platform from 
2.3 million (2016) to 3.4 
million (2022) 

500 youth and women 
trained  and supported 
 
20 tourism business plans 
financed  and supported 
 
20 SMEs and farmers 
group and coached  
 
10 new supply contracts 
secured by agro-
processors  
 
79 digital payment 
interfaces developed  
 
Certification to VISA, 
Mastercard and PCI DSS 
obtained 

Increase Malawi Tourism 
Council registered 
members to 800 from 100 
in 2016 
 
Number of SMEs coached 
on development of 
financial management 
system from 0 (2017) to 
10 

Tourism Investment 
Master Plan developed 
 
Cyber tracker system 
procured and installed at 
Kasungu National Park 
 
1,000 small holder 
farmers trained and 
provided with extension 
service 
 
7 business plans prepared 
and presented to banks by 
SMEs 
 
2,287,295 transaction 
processed by the digital 
payment platform 
 
3 certifications obtained 
 

Ongoing 
 Malawi Nacala Rail and Port 

Value Addition Project  
 Promoting Investment and 

Competitiveness in the Tourism 
Sector Project 

 
Planned 
 Digital Payment Interoperability 

Project 
 Technical assistance to Vision 

20XX 
 Competitiveness and Export 

Diversification Project 
 NSO Operations (TBD) 
 

Water and 
Sanitation Sector  
To improve access to 
clean water and 
improved sanitation 
facilities 

- Undeveloped water 
resource; 
- Limited access to potable 
water; 
- Slow decentralisation of 
the sector. 
Low access to improved 
sanitation; 
 

Access to potable water 
increased from 37% to 
90% in Nkhata Bay Town 
 
 
Access to improved 
sanitation  increased from 
45% to 85% in Nkhata 
Bay Town 

New water treatment 
facility of 20,000M3/day 
and 150km of water pipes 
laid 
 
35 public sanitation 
facilities built, more than 
4000 households 
improved their sanitation 

37% of water supply 
coverage 
 
 
 
50% of sanitation 
coverage 
 

Construction works 
contract awarded 
 
 
 
Construction works 
awarded for public 
facilities and marketing in 

Ongoing 
 Sustainable Rural Water and 

Sanitation Infrastructure Project 
 Mzimba Integrated Urban Water 

and Sanitation Project 
 

Planned 
 Nkhata Bay Water Supply and 

Sanitation Project 
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Strategic Objectives 
MGDS II 

Constraints hindering 
achievement of desired 
outcomes 

Final Indicators (expected by end- 2023) Midterm Indicators (by end 2020) Ongoing and Planned Bank Group 
Interventions during 2018-2022 Outcomes Outputs  Outcomes Outputs 

 facilities and sanitation 
marketing carried out  

progress to generate 
demand 

 
 

CROSS-CUTTING THEMES 

Economic & 
Financial 
Governance 
 
 

Narrow revenue base  and 
weak oversight leading to 
increasing debt levels  

Total public debt (as% of 
GDP) from 55% 
(2016/17) to  43% 
(2022/23) 
 
CPI score from 31/100 
(2018) to 37/100 (2023) 
 

Sanctioned and black 
listed  firms posted on 
PPDA website (2023) 

Total public debt (as% of 
GDP) from 55% 
(2016/17) to  46% 
(2019/20) 
 
CPI score from 31/100 
(2018) to 33/100 (2022) 

Revenue Appeals 
Tribunal Bill and Tax 
Administration Bills 
enacted (2019) 
 
Sanctioned and black 
listed  firms posted on 
PPDA website (2019) 

Ongoing 
 PFM Institutional Support Project 

 
Planned 
 Cross cutting and part of country 

dialogue 
 

Skills & 
employment 
 
 

Lack of skills demanded by 
the industry 
 
 

 Reduction 
unemployment rate 
amongst youth aged 18-
35 years from average of 
23% (16.9% Male & 
28.3% Female) to an 
average of 12.5%  
(10% Male & 15% 
Female) by 2022) 
 

At least 30,000 additional 
jobs created for the youth 
created in Malawi 

Reduction of 
unemployment rate from 
an average of 23% 
National (16.9% Male & 
28.3% Female) to an 
average of 20%  
(15% Male & 25% 
Female) by 2020 
 
 

At least 25,000 additional 
jobs created for the youth 
created in Malawi 

Ongoing 
 Jobs for Youth Project 2017-210 
 Support for Higher Education, 

Science and Technology Project 
2012-2018 

 Competitiveness and Job Creation 
Support Project 
 

Planned 
 Cross cutting and part of country 

dialogue 
Gender Equality 
Reduce gender 
inequalities and 
enhance participation 
of women in socio-
economic 
development. 

 
 Negative cultural 

practices 
 

 Gender Policy Reforms 
 

 Lack knowledge on 
gender  

 
 60% of women in 

meaningful decision 
making positions at 
grass root level by 
2023. 
 

 50% of women owning 
land titles by 2023. 
 

 60%  reduced GBV 
cases by 2023 
 

 50% increase in social 
economic status for 
women by 2023 

 
 Implementation of land 

laws 
 

 No of Income 
generating Activities 
established for women 
 

 Capacity building/ 
awareness raising of 
women.     

 
 Increased meaningful 

participation of  women 
in decision making; 
wealth creation and 
poverty reduction;  
 

 Reduced gender based 
violence at all levels  
 

 Enhanced gender 
mainstreaming across 
all sectors. 

 
 Promoting women 

entrepreneurship and 
involvement in 
cooperatives;  

 Promoting equal access 
to appropriate 
technologies and 
micro-finance schemes  

 Enhancing awareness 
on GBV 

 Strengthening GBV 
service delivery 
systems;  

 Strengthening legal and 
regulatory framework. 

 Mainstreaming gender 
at all levels.  

Ongoing 
 Gender mainstreaming in all 

ongoing projects. 
 

Planned 
 Economic Sector Work that will 

improve economic status for 
women focusing on: studies, small 
projects, and capacity building 

 



 

IV 

Strategic Objectives 
MGDS II 

Constraints hindering 
achievement of desired 
outcomes 

Final Indicators (expected by end- 2023) Midterm Indicators (by end 2020) Ongoing and Planned Bank Group 
Interventions during 2018-2022 Outcomes Outputs  Outcomes Outputs 

 Strengthening gender 
disaggregated research 
and documentation. 

 
Environment & 
Climate 
 
 

 Adverse impact of climate 
change on key economic 
sectors particularly 
agriculture 

 Limited capacity to plan 
and implement climate 
action  

 Enhanced resilience to 
climate impacts across 
key sectors 

 Implementation of 
climate smart 
Agriculture practices  

 Sustainable land and 
water management 

 Climate proofing of  
critical infrastructure  

 Enhanced climate 
change mainstreaming 
across all sectors  

 Enhanced access to 
climate finance  

 Mainstreaming climate 
change into projects 
and programmes   

 Amount of climate 
finance secured 

Ongoing 
  Climate Change mainstreaming  

in ongoing projects and 
programmes  

Planned 
 Leveraging climate and innovative 

finance in support of NDC priority 
actions in key sectors  
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Annex 2a: Indicative Operation Pipeline 2018-2022 

# Operations (UA millions) Sector ADF  
Loan 

ADF  
Grant 

NTF RE Funds admin by the Bank Total ADF 
Cycle 

Bank potential collaborating partner Grand 
Total 

2018 
1 Shire Valley Transformation 

Programme 
Agriculture 20.0 

 
4.5 

 
UA 11.3 million (OFID, UA 

10.4; TAAT, UA 0.7 mill) 
24.5 XIV 120.3 = 111.3 (WB); 3.9 (GEF) & 5.2 

(GoM) 
156.0 

2 Nkhata Bay Town Water Supply and 
Sanitation Project  

Water and 
Sanitation 

 
10.5 

  
UA 8.3 million (OFID) 10.5 XIV 2.4 (GoM) 21.2 

3 Additional Financing to Sustainable 
Rural W&S Infrastructure  Project  

Water and 
Sanitation 

    UA 1.5 million (GEF)  XIV  1.5 

2019 
4 Multinational Songwe River Basin 

Project 
Power 20.0 5.0 

 
25.0  50.0 XIV 423.0 = 50 (ADF Tanzania); 143 (EU, 

DBSA, TDB), 195 (Private sector 
financing PPP); & 35 (GoM Equity) 

473.0 

5 Multinational Nacala (Nsipe-Liwonde 
Rehabilitation) Road Project 

Transport 1.1 9.8 
 

10.9  21.8 XIV 12.2 = 10 TBC (EU) & 2.2 (GoM) 33.9 

6 Support to Agriculture and Small 
Business Financing Project 

Agriculture  3.6    3.6 XIV  0.4 (GoM) 4.0 

2020 
7 Competitiveness and Export 

Diversification & Improving Access 
to Digital Financial Services 

Multi  3.6    3.6 XV 0.4 (GoM) 4.0 

2021 
8 Multinational Malawi-Zambia 

Interconnector Project 
Power 20.0 5.0 

 
25.0  50.0 XV 5.0 (GoM) 55.0 

2022 
9 Multinational North-South Corridor 

(Salima-Duangwa Road) 
Transport 19.0 4.8 

 
23.8  47.6 XV 26.8 = 22 (EU) and 4.8 (GoM) 74.4 

10 Kholombidzo Power Power  18.4 3.6   22.0 XV 2.2 (GoM) 24.2 



 

VI 

# Operations (UA millions) Sector ADF  
Loan 

ADF  
Grant 

NTF RE Funds admin by the Bank Total ADF 
Cycle 

Bank potential collaborating partner Grand 
Total 

2023 
11 Agriculture and Value Addition 

Project 
Agriculture 13.9 7.2    21.1 XVI 2.1 (GoM) 23.2 

Total 94.0 67.8 8.1 84.7 21.0 275.6   870.3 
Note: NTF = Nigerian Trust Fund, RE = Regional Envelope             
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Annex 2b: Non-lending Pipeline 2018-2022 

 ESW Title Sector/Topics 
covered 

High-5s covered Cost  
UA mn 

Year 

a Improving the regulatory 
environment in Oil and Gas 
Industry 

Oil and Gas Industrialisation TBD, estimated 
budget up UA 

200,000 

2019 

b Support the development of the 
next Malawi Vision Document 

Multisector Improve Lives TBD 2019 

c Malawi rural adolescent girls and 
young women's development and 
economic empowerment program 

Multisector Improve Lives 0.30  2019 

d Feasibility study on the 
developing youth-led small and 
medium hydro schemes for value 
chain purposes (processing, cold 
storage, etc.) and support other 
community needs. 

Agriculture Industrialise Africa TBD 2019 

e Impact evaluation on effective 
utilization of irrigation facilities. 

Agriculture Feed Africa TBD 2019 

f Study on creation of policy 
research program.  

Agriculture Feed Africa TBD 2019 

g Capacity development is also 
being considered for the recently 
established National Water 
Resources Authority 

Water Improve Lives Not available. To 
be funded from 

project funds 

2020 

h Labour Force Survey and Labour 
market information system to 
improve labour data and 
strengthen policy decisions 

Multisector Industrialise 0.70 (survey)  2020/21 

i Strategies to increase private and 
public investments in Malawi 

Private Sector Industrialise 0.50 2020/21 

 Total 1.50  
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Annex 3a: Bank Group Financed Active Operations in Malawi 
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Annex 3b: Trends of Key Performance Indicators, 2013-2018 

KPIs 2013 2014 2015 2016 2017 2018 
June 

No. of operations 18 16 15 18 18 16 
Commitment (UA million)  293.0 230.0 222.0 247.0 245.6 223.0 
Average project size of portfolio (UA million)  16.3 14.4 14.8 13.7 13.6 13.9 
Average age of portfolio (years)  3.3 2.9 3.4 3.7 3.6 3.0 
Average Time from Approval to Effectiveness (Months) 10.5 11.2 11.4 4.8 2.1 n/a 
Average time from Approval to First Disbursement (Months) 17.8 17.4 17.2 12.1 3.7 3.5 
% of Projects at Risk 0 0 0 0 5.5 0 
% of Commitments at Risk 0 0 0 0 1.2 0 
Cumulative Disbursement Ratio (UA million) 14.2 14.7 14.2 25.1 41.1  
Flagged projects – Green (%, end of year) - - 25 62 60 78 
Flagged projects – Red (%, end of year) - - 35 23 24 4 
Projects task managed by COMW/RDGS (%)     75/19 100 
Note: 2018 covers the period up to June 2018. 
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Annex 4: Division of Labor Matrix 
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WB A A A A A L L A A  A A L A   13 

AFDB A  A  A A   L  L A A A   9 

EU A AC   A A   FA  AC  A A A  9 

OPEC Fund A A   A A  A A  A  A    8 

DFID A A A  A A AC AC A A A  A A A A 14 

USAID L A A  A A A L AC     A A A 11 

JICA A A A  A A  AC AC  A  A FA   10 

Ireland A A A  A  AC AC      A A A 9 

Norway A  A A   A A  A    A A  8 

China A         A FA FA FA    5 

Germany       A A A     A   4 

UN Agencies A A A  A A A A A A  A A A A A 14 

AusAID     A            1 

CDC        A         1 

Global Fund        A         1 

Netherlands        A         1 

Abu Dhabi           A      1 

Kuwait Fund           A      1 

Flanders A      A          2 

Saudi Fund        A   A      2 

ICEIDA     A   AC AC        3 

India     A A       A    3 

BADEA A    A      A      3 

Total 13 8 8 2 13 9 8 14 10 4 11 4 9 10 6 4  
Note: A = active, L = lead, AC = assigned co-chair, and FA = future active engagement.
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Annex 5: SWOT analysis 

Strengths 

Natural resource based economy: With investments in energy and 
transport, the country has the potential to spur further agricultural 
productivity, improve agro-processing and address infrastructure 
bottlenecks that hinder growth in mining and tourism. 

Geographical location: Malawi’s position, neighbouring Mozambique, 
Tanzania and Zambia, places it in a strategic position to benefit from 
regional integration, infrastructure and corridors. Membership of both 
COMESA and SADC, increases available markets for trade and 
investment. The country can realise benefits by increasing trade with 
Eastern and Southern Africa countries and in infrastructure with extra 
efforts made in investing in improving corridors. 

National Development Plans: The MGDS provides entry points for 
supporting Malawi to address its myriads of challenges. The 
Development Cooperation Strategy provides a dialogue platform 
between Government and its partners. The establishment of the 
National Planning Commission strengthens overall development 
planning and coordination. The Commission oversees implementation 
of the national vision, and medium term development plans. 

Opportunities 

Young population: The youth profile in Malawi indicates that out of a 
population of 18.3 million people, 52% of the youth population is 
below the age of 18 years. The 2014 Labour Force Survey showed 
higher unemployed female youth (28%) than male (17%), and higher 
rural youth unemployment. The vision of the 2013 National Youth 
Policy is an educated, healthy, well-trained, cultured, vibrant and 
productive youth. With provision of increased formal and technical 
training, Malawi can harness this demographic dividend, while 
addressing issues of gender equality and inclusion. However, without 
improving education, skills and job opportunities this group could turn 
disillusioned increasing the risk of social instability. 

Tourism potential: Tourism has considerable potential to drive growth 
and generate foreign exchange, while creating jobs, in particular for 
youth and women. It offers an alternative for diversifying the country’s 
sources of growth away from agriculture. The country has diverse 
attractions and its proximity to South Africa and other countries 
provides opportunities to tap into the regional tourism market. 
Notwithstanding the tourism potential, the sector is facing various 
challenges including lack of a coherent strategic focus, limited 
investment (e.g. poor transport, electricity, and communication 
infrastructure), and undeveloped tourism products. The Government 
has hence to address these impediments to unlock the sector’s potential. 

Financial inclusion has the potential to increase: About three 
quarters of Malawians are not banked and more than 50% are 
completely excluded. The main barriers to access is insufficient income 
(65%) to justify banking or insufficient balance after expenses (24%). 
Recent efforts by the Reserve Bank of Malawi to establish 
interoperability between financial institutions through the digital switch 
that will allow banks and mobile banking to exchange information 
expanding the possibilities for increasing financial inclusion.  

 

Weaknesses 

Undiversified economy: While the importance of agriculture as an 
employer and food safety net cannot be understated, agriculture is the 
single most dominant sector in the economy. Due to the rural nature of 
the country, the sector is populated by small scale, rainfed dependent 
subsistence farmers, with little value addition. The country needs to 
diversify towards higher value agriculture production and 
industrialisation to increase labour absorption and job creation.  

Limited private sector development: The private sector is yet to lead 
growth in Malawi. Due to infrastructure bottlenecks, costly access to 
finance, skills deficits and mis-match, and policy inconsistency, 
enterprise growth has been limited. Investments in key infrastructure 
such as energy, transport and water need scaling-up to make Malawi 
more competitive and business friendly.  

Infrastructure bottlenecks: The country’s infrastructure, in particular 
energy, transport and ICT, is weak as noted in the African Infrastructure 
Index and requires substantial investment. In addition, lack of sufficient 
irrigation, poor water resource management and poor sanitation also 
require upgrading. The electricity capacity is insufficient and supply 
dependent on hydro. Stable supply is rainfall dependent and substantial 
load shedding affects industry and households negatively, impacting the 
economy. The Government recognises these constraints and prioritises 
infrastructure investment in the Development Strategy.  

Limited skilled labour: The country lacks sufficient skilled labour 
coupled with low capacity in higher education institutions to absorb 
school leavers. Bank support to higher education has been hailed as a 
game changer. The government has undertaken to establish community 
technical colleges to cater for more rural youths and provide 
entrepreneurial focused technical skills. Efforts to strengthen these 
initiatives need to be enhanced. 

Threats 

Population growth: Malawi’s population has grown at an average of 
3% per year over the last decade, with the population recorded at 18.3 
million in 2017. Driving population growth is persistently high fertility 
rates combined with declining mortality rates. The population is 
expected to double by 2038, posing serious challenges for service 
provision, population density, job creation, environmental degradation 
and poverty reduction. Keeping girls in school for longer and providing 
economic opportunities for women will be cardinal to addressing this 
looming crisis. In addition, policy reviews and sensitisation, through 
culturally appropriate means, are required to mitigate the foreseen 
burden. 

Macroeconomic instability and policy reversal: While 
macroeconomic indicators have improved and stabilised, policy 
implementation reversals and external shocks over the short to medium 
term can increase volatility and return instability. This will affect the 
business climate and investment decisions. The Government will need to 
be consistent and predictable in implementing its policies.  

Climate volatility and environmental hazards: The changing and 
volatile weather patterns increases the risk of macro-instability.  
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Annex 6: 2017 Country Fiduciary Risk Assessment 

1. Introduction 
1. The primary purpose of the Country Fiduciary Risk Assessment (CFRA) is to assess the 
inherent fiduciary risk associated with the use of national Public Financial Management (PFM) 
Systems. The CFRA establishes whether the Bank can place reliance on the core PFM systems 
for the implementation of the Bank’s aid initiatives and enables the identification of the scope 
for capacity development where weaknesses are identified. The need to rely on the country 
PFM systems is underpinned by the Bank’s commitment to operationalize the objectives of the 
Paris Declaration on Aid Effectiveness (2005) and Accra Agenda for Action (2011). The 
analysis is based on the following core elements: budget, treasury, accounting and reporting, 
internal controls, external audit arrangements and procurement.  

2. The CFRA has been prepared as part of the preparation of the Country Strategy Paper for 
Malawi (2018 – 2022).  In assessing the fiduciary risk, the team reviewed the recent diagnostic 
reviews including the Public Expenditure and Financial Accountability (PEFA) Assessment 
and the latest progress reports on the PFM Action Plan. The assessment entailed a review of 
the responses received from the key departments in the PFM arena including the Budget 
Department, the Treasury, the Accountant General’s Department, the Internal Audit Unit and 
the National Audit Office. The review took into consideration the current PFM environment 
alongside the wide ranging reform initiatives currently on going.  

2. Overall fiduciary risk 
3. Malawi’s PFM systems have come under public scrutiny due to the weak accountability 
environment and the evidence of the misappropriation of public funds that came to light in 
recent years. There have been improvements in the PFM legal and regulatory framework to 
ensure alignment with the constitutional provisions. The Government has taken steps to 
implement the PFM Strategy and a comprehensive PFM Action Plan is currently under 
implementation with a focus on the management of government bank accounts, cash 
management, commitment control systems, budgeting, internal audit, management of arrears 
and the enforcement of PFM operational guidelines.  

4. The Government has: (a) improved the control environment for the Integrated Financial 
Management Information System (IFMIS) by the introduction of physical controls and new 
user profiles for all users-including super users; (b) carried out a head count exercise with the 
aim of improving payroll integrity; (c) commenced the implementation of recommendations 
on the payroll system audit; (d) maintained the pace of efforts toward the procurement and 
implementation of the new IFMIS; (e) made efforts aimed at enforcing commitment control 
and expenditure management; and (f) increased the numerical strength of the Public Financial 
and Economic Management Division to ensure effective project monitoring and coordination.  

5. The assessment indicates that whilst there has been some noticeable progress in addressing 
certain control weaknesses, including the IFMIS security and expenditure commitment 
controls, ongoing work in other aspects of the fiduciary environment needs continuous support. 
This includes fostering compliance with internal controls, enforcing sanctions in cases of non-
compliance, strengthening the internal audit function, completing the backlog of bank 
reconciliations, expediting proposed regulatory amendments (which among others will 
streamline the Auditor General’s reporting and enhance his independence as well as giving a 
regulatory support to the internal audit function). Therefore, it is essential that the Government 
continues its efforts towards the improvement of the overall PFM systems.   

6. The Fiduciary Risk Assessment has indicated that the initial risk rating remains ‘High’, 
with the residual risk marginally improving to ‘substantial’ after taking into consideration the 
steps being taken in implementing the PFM Action Plan. 
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Summary Table of the Fiduciary Risk Assessment 
Elements Av. capacity 

development 
score  

Initial Risk 
Assessment 

Mitigation measures Residual 
Risk 

1. Budget 
 

1.1 There are no specific guidelines to 
cater for the incorporation of 
projects in the budget. The chart of 
accounts does not include the budget 
classifications for projects and there 
is a risk that project funds might be 
used for other purposes in the 
absence of virement rules. 
 

1.2 The Budget sub-system capacity is 
inadequate with regard to the 
budgetary control of programs 
and/or projects. The budget system 
doesn’t enable the tracking of budget 
allocations and payments at the 
component level. There are also 
concerns about the inadequacy of 
commitment controls. 

 
 

1.2 
 
 
 
 
 
 
 
 

1.2 

 
 
Substantial 
 
 
 
 
 
 
 
 
Substantial 

 
 
- Include provisions for project budgeting in 

the PFM regulations and revise the Chart of 
Accounts to cater for projects.  

 
- Provide rules for virement and prohibit the 

use of project funds for other purposes. 
 
 
 
- Incorporate a grant management module to 

enable budgeting, accounting and 
monitoring of project transactions at the 
component and category level. 

 
 
 
 
Medium 
 
 
 
 
 
 
Medium 

2. Treasury 
 

2.1 The Treasury sub-system capacity is 
inadequate for the management of 
the inflow of resources and 
disbursements of aid funds.  
 

2.2 The Treasury Single Account (TSA) 
has not been developed to 
incorporate project bank accounts 
and to ensure smooth receipt and 
disbursement of aid funds 

 
 

1.0 
 
 
 
 

1.0 

 
 
Substantial 
 
 
 
 
Substantial 

 
 
- The Treasury Regulations should 

specifically address the management of 
donor funds to ensure the timely approval 
and processing of disbursements from 
project accounts. 
 

- The Treasury should establish a process to 
ensure that project bank balances are 
automatically rolled over to the next fiscal 
year. 

 
 
Medium 
 
 
 
 
Medium 

3. Accounting Recording and 
Reporting 

 
3.1 The Accounting sub-system capacity 

is not adequate to record program 
and / or project transactions and to 
provide the basis for comprehensive 
and timely financial reporting 
(account for their progress and 
financial status) 

 
3.2 IFMIS system does not have the full 

flexibility to accommodate donor 
specific reporting requirements to 
generate accurate, quality financial 
information in a timely manner.  

 
3.3 The Fixed Assets module within the 

IFMIS system has not been 
configured and utilized. There is no 
proper recording and control of 
assets purchased with program / 
project funds.  

 
3.4 Accounting sub-system maintains up 

to date records of the country’s 
borrowings; however, there are some 
reconciliation backlogs.   

 
3.5 There is considerable system 

security and password controls are 
strictly applied. User roles and 

 
 
 

1.4 
 
 
 
 
 
 
 

0.5 
 
 
 
 
 

0.5 
 
 
 
 
 
 
 

1.5 
 
 
 
 

1.4 

 
 
 
Substantial 
 
 
 
 
 
 
 
High 
 
 
 
 
 
High 
 
 
 
 
 
 
 
Substantial 
 
 
 
 
Substantial 
 

 
 
 
- Revision of the Chart of Accounts and 

implement the Grant Management module 
across all MDAs to enable project 
accounting and reporting. 
 
 
 
 

- Define project reporting requirements within 
IFMIS, set up bank accounts, specific 
project codes and reconciliations for 
projects. Determine the requisite financial 
information and configure the IFMIS 
accordingly. 
 

- Implement the fixed assets module and 
reinforce the fixed assets controls including 
asset tagging, physical verification and 
reconciliation of fixed assets records. 
 
 
 
 

- Implement strict periodic reconciliation 
procedures and ensure comprehensive 
recording of all debt data. 
 
 

 
 
 
Medium 
 
 
 
 
 
 
 
Substantia
l 
 
 
 
 
 
Substantia
l 
 
 
 
 
 
 
 
Medium 
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Elements Av. capacity 
development 

score  

Initial Risk 
Assessment 

Mitigation measures Residual 
Risk 

access controls are centrally 
monitored. However, there is no 
regular system audit to identify the 
risk of cyber attacks. 

- Tighten access controls, ensure segregation 
of duties and undertake a regular system 
audit to determine potential security risks. 

Medium 

4. Internal Control  
 

4.1 The Internal Control sub-system 
capacity is inadequate as evidenced 
by the poor record keeping, 
incomplete asset registers, 
inaccuracy of accounting ledgers 
and absence of reconciliations. 
 

4.2 Weaknesses in implementation of 
competitive procurement, and 
inadequate controls in procurement. 
 

4.3 The Internal Audit function capacity 
is inadequate. The coverage of 
internal audit is narrow, staffing 
levels are inadequate, there is 
insufficient automation and 
management follow up of internal 
audit recommendations is poor. 

 
 

0.5 
 
 
 
 
 
 

0.5 
 
 
 

0.5 

 
 
High 
 
 
 
 
 
 
High 
 
 
 
High 

 
 

- Enforce the expenditure controls spelt out in 
the PFM regulations and legislation, 
reinforce compliance with the transaction 
processing procedures, institute asset 
management controls and enforce 
managerial accountability for non-
compliance. 
 

- Implement sanctions for non-compliance 
with the procurement laws and regulations 
and improve public dissemination of 
procurement information. 

- Reinforce accountability by implementing 
sanctions for non-compliance, establish 
audit committees, enhance the capacity of 
internal audit staff through staffing and 
training 

 
 
Substantia
l 
 
 
 
 
 
 
Substantia
l 
 
 
 
Substantia
l 

5. External Scrutiny and Audit 
  

5.1 The SAI has the level of 
“independence” needed to enable it 
to fulfill effectively its functions but 
the Constitution requires that audit 
reports are submitted to the National 
Assembly through the Minister of 
Finance. The Public Audit Act is 
also inconsistent with the 
Constitutional provisions because it 
states that the Auditor General 
should report to the President and 
the National Assembly. 
 

5.2 The SAI has capacity constraints 
that impede the  meeting of its audit 
mandate and the Auditor General 
funding requirements are determined 
as part of the general budget 
processes. 

 
 

0.75 
 
 
 
 
 
 
 
 
 
 
 
 

0.75 
 

 
 
High  
 
 
 
 
 
 
 
 
 
 
 
 
High 

 
 

- The Constitutional amendments that have 
been submitted to Parliament need to be 
passed to ensure that the Auditor General 
reports directly to Parliament without going 
through the the Minister of Finance. In 
addition, the Public Audit Act should be 
consistent with the constitutional 
amendments.  
 
 
 
 
 
 

- The SAI should have alternative sources of 
funding that are independent of Executive 
interference. The staffing and logistical 
constraints also need to be addressed. 

 
 
Substantia
l 
 
 
 
 
 
 
 
 
 
 
 
 
Substantia
l 

Overall Fiduciary Risk  High  Substanti
al 
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Annex 7: 2018 Country Portfolio Improvement Plan 

Challenges/Problems Identified Required Actions Responsibility Timeframe 

Inadequate Project Design and Start-up Delays 
 
 
Absence of detailed design studies 
prior to project approval.  
 
 
Delay in loan signature by 
Government due to delay in 
parliamentary approval and 
ratification of loan agreements  
 
 
 
 
Delays in meeting conditions 
precedent to first disbursement 
from project approval dates 

Feasibility studies and/or detailed designs studies for pipeline operations to be 
financed by PPF or with resources from current ongoing operations in the sector 

Bank and GoM (MOFEPD) Immediate 

Sequencing of Bank’s project loan approval and Parliament ratification Bank Ongoing  

Conditions precedent to the first disbursement to be fulfilled within six months and 
the first disbursement within six months from the date of approval of the financing 
which complies with PD 02/2015  

GoM (MOFEPD) Immediate 

Initiate the fulfilment of conditions precedent to first disbursement (including 
opening of Special Accounts, establishing of Project Coordination Unit and Project 
Steering Committees) right after project negotiations and prior to Board approval 

GoM (MOFED – Accountant General, Reserve Bank 
of Malawi and Executing Agencies ) 

Immediate 

Grant/Loan Agreements to be sent to Government for signature within three weeks 
of project approval 

Bank (GECL) Immediate 

Project approval notification to the Ministry of Finance to include Accountant 
General, Reserve Bank of Malawi and line Ministries 

Bank (COMW) Immediate 

More use of Advance procurement for at least one project GoM Ongoing 

Limited Ownership and Oversight 
 
 
 
 
 
Limited ownership and oversight at 
decision making level which has 
hampered timely implementation of 
projects  
 
 
 
 
 
 

Establish High Level Portfolio Monitoring Committee to be Chaired by Secretary to 
Treasury and attended by relevant Permanent Secretaries, Head of ODPP and Office 
of Auditor General, AfDB funded Project Management Teams on quarterly basis.  
 

GoM (MOFEPD)  
 

March 2018 

Ensure project steering committees (PSC) are functional for all projects in line with 
Loan/Grant agreements  

GoM (MOFEPD / Executing Agencies) Quarterly/Sem
i-annually  

Continue to take undertake Joint Government and AfDB Quarterly Portfolio Meeting 
to be Chaired by Debt and Aid Management and attended by relevant Directors of 
line Ministries, and Desk Officers for ODPP and OAG, Project Staff and AfDB 
Team. The meeting to be Co-Chaired by the Bank 

GOM (MOFEPD) and Bank Ongoing 
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Challenges/Problems Identified Required Actions Responsibility Timeframe 

 
 
 
Limited knowledge by the Office of 
the Directorate of Public 
Procurement and the Office of the 
Auditor General on the current 
challenges that the Bank’s 
operations are experiencing  
 
 
 
 
 

Assign AfDB Desk Officers at ODPP and OAG to take part in all Bank funded 
Portfolio Meetings 

GOM (MOFEPD) March 2018 

Share supervision aide memoires to the Heads of ODPP and OAG as well as for 
Desk Officers in each institution 

Bank Immediate 

Share Quarterly Progress Report to the Heads of ODPP and OAG as well as for Desk 
Officers in each institution 

Executing Agencies Immediate 

Undertake orientation session on the Bank’s operations targeting senior officers  Bank 2018 

Inadequate Implementation Capacity 

Frequent transfer of Project Staff 
(procurement, accountant, M&E 
officers) at Center and District level 
which has led to capacity 
constraints 
 
 
Limited implementation capacity at 
project execution level 
 

Bank to continue to undertake capacity building support on project management, 
M&E, procurement and FM 

Bank  2018 

Ensure all Bank funded operations have dedicated staff assigned for duration of the 
project life. 

GoM (MOFEPD and EAs) June 2018 

Members of project implementation units to sign performance contracts with 
measureable and clearly defined objectives 

GoM (MOFEPD / Executing Agencies) Annually 

Procurement 
Delay in contract management 
particularly for infrastructure 
projects  
 
Lack of seriousness on the part of 
contractors 

Enforce contract conditions GOM (ODPP and EAs) July 2018 
onwards 

Firms which constantly underperform should be blacklisted and posted on ODPP 
website 

GOM (ODPP and EAs) July 2018 
onwards 
July 2018  

 
Procurement capacity constraint at 
central and district levels 

Continue to organize regular training courses for project procurement staff, relevant 
consultants and contractors on the Bank’s procurement rules and procedures and 
contract management 

Bank Ongoing 

Ensure no-objections is issued within two weeks of submission. Bank Ongoing 
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Challenges/Problems Identified Required Actions Responsibility Timeframe 

Delay in issuance of no-objections 
by the Bank mainly due to poor 
quality of bid evaluation reports 

Improve the quality of bid evaluation reports submitted to the Bank  Executing Agencies  Ongoing 

Financial Management 
Delay in submission of audit reports All outstanding audit reports to be submitted to the Bank GOM (EAs and OAG) 30 April 2018 

Enforce/invoke audit requirements as agreed with Government in the Loan/ Grant 
Agreements 

Bank  Beginning 
May 2018 

Poor record keeping of accounting 
documents as hampering 
undertaking of audit reports 

GoM to ensure all project documents and records are in place and the Bank’s 
supervision missions need to adequately cover this area  

GOM (MOFEPD and EAs) and Bank  Immediate 

Delay in justification of funds 
disbursed to special accounts 

Ensure the closure of Special Accounts, and any Special Account balances to be 
reimbursed as accounts are closed 

GOM (MOFEPD) 30 April 2018 

Enforce/invoke the Bank’s requirements as agreed with Government in the Loan/ 
Grant Agreements 

Bank Beginning 
May 2018 

FM capacity constraints Continue to organize regular training courses for project FM staff on the Bank’s 
financial magment and disbursement rules and procedures  

Bank  2018 

Poor follow up on the 
recommendations made in audit 
reports 

Quarterly progress reports submitted to the Bank to include implementation status of 
audit recommendations 

Executing Agency Ongoing 

Monitoring and Evaluation, Reporting 

Delay in submission of Quarterly 
Progress Reports (QPRs) 
 
Limited uniformity and quality of 
Quarterly Progress Reports 
 
Taking into consideration the high 
turnover of project staff and 
consultants there is no proper 
handover system in place for 
project continuity  

All QPR to be submitted to the Bank in line with signed grant/loan agreements.  GOM (Executing Agencies) March 2018 
onward 

All QPRs to adopt the Bank’s Implementation Progress Reporting template and 
report on all aspects of projects 

Executing Agencies 2018 (1st 
quarter) 
onward 

Conduct Sensitization Workshop on M&E Reporting Template to District Level 
project Staff  

Executing agencies/PIUs 2018 (3rd 
quarter) 

All QPR to be shared with Ministry of Finance, ODPP, OAG, and all other 
stakeholders 

Executing Agencies Immediate 

All Projects’ work plans, procurement plans, and disbursement projections are timely 
submitted to the Bank’s clearance  

Executing Agencies Annually by 
31st of 
November  

Line Ministries to ensure Project Consultants submit a handover note (including all 
project documents in soft and hard copies) one month prior to expiration of their 
contract 

Executing Agencies Ongoing 
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Annex 8: Selected Macroeconomic Indicators 
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Annex 9: Comparative Socio-Economic Indicators 
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Annex 10: Linkage between MGDS, SDGs and Agenda 2063 

MGDS KPAs  SDGs  Agenda 2063  
Agriculture and 
Climate Change 
Management  

1. End poverty in all its forms everywhere  
2. End hunger, achieve food security and improved nutrition and 

promote sustainable agriculture  
3. Ensure healthy lives and promote well-being for all at all ages  
5. Achieve gender equality and empower all women and girls  
6. Ensure availability and sustainable management of water and 

sanitation for all  
7. Ensure access to affordable, reliable, sustainable and modern 

energy for all  
11. Make cities and human settlements, inclusive, safe, resilient 

and sustainable  
13. Take urgent action to combat climate change and its impacts  
14. Conserve and sustainably use the oceans, seas and marine 

resources for sustainable development  
15. Protect, restore and promote sustainable use of terrestrial 

ecosystems, sustainably manage forests, combat desertification, 
and halt and reserve land degradation and halt biodiversity loss  

1. A prosperous Africa based on inclusive growth and 
sustainable development  

2. An integrated continent, politically united and 
based on the ideals of Pan Africanism and the 
vision of Africa’s Renaissance  

6. An Africa where development is people-driven, 
unleashing the potential of its women and youth  

7. Africa as a strong, united and influential global 
player and partner.  

Education and 
Skills 
Development  

4. Ensure inclusive and equitable quality education and promote 
lifelong learning opportunities for all  

5. Achieve gender equality and empower women and girls  
8. Promote sustained, inclusive and sustainable economic growth, 

full and productive employment and decent work for all  
9. Build resilient infrastructure, promote inclusive and sustainable 

industrialisation and foster innovation  

1. A prosperous Africa based on inclusive growth and 
sustainable development  

2. An integrated continent, politically united and 
based on the ideals of Pan-Africanism and the 
vision of Africa’s Renaissance  

3. An Africa of good governance, democracy, respect 
for human rights, justice and the rule of law  

6. An Africa where development is people-driven, 
unleashing the potential of its women and youth  

7. Africa as a strong, united and influential global 
player and partner.  

Transport and ICT 
infrastructure  

1. End poverty in all its forms everywhere  
2. End hunger, achieve food security and improved nutrition and 

promote sustainable agriculture  
3. Ensure healthy lives and promote well-being for all at all ages  
5. Achieve gender equality and empower all women and girls  
7. Ensure access to affordable, reliable, sustainable and modern 

energy for all  
8. Promote sustained, inclusive and sustainable economic growth, 

full and productive employment and decent work for all  
9. Build resilient infrastructure, promote inclusive and sustainable 

industrialization and foster innovation  

1. A prosperous Africa based on inclusive growth and 
sustainable development  

2. An integrated continent, politically united and 
based on the ideals of Pan-Africanism and the 
vision of Africa’s Renaissance  

6. An Africa where development is people-driven, 
unleashing the potential of its women and youth  

7. Africa as a strong, united and influential global 
player and partner.  

Energy, Industry 
and tourism 
Development  

1. End poverty in all its forms everywhere  
2. End hunger, achieve food security and improved nutrition and 

promote sustainable agriculture  
4. Ensure inclusive and equitable quality education and promote 

lifelong learning opportunities for all and empower women and 
girls  

5. Achieve gender equality and empower all women and girls  
7. Ensure access to affordable, reliable, sustainable and modern 

energy for all  
8. Promote sustained, inclusive and sustainable economic growth, 

full and productive employment and decent work for all  
9. promote resilient infrastructure, promote inclusive and 

sustainable industrialization and foster innovation  

1. A prosperous Africa based on inclusive growth and 
sustainable development  

2. An integrated continent, politically united and 
based on the ideals of Pan-Africanism and the 
vision of Africa’s Renaissance  

6. An Africa where development is people-driven, 
unleashing the potential of its women and youth  

7. Africa as a strong, united and influential global 
player and partner.  

Health and 
Population 
Management  

1. End poverty in all its forms everywhere  
3. Ensure healthy lives and promote well-being for all at all ages  
5. Achieve gender equality and empower all women and girls  
6. Ensure availability and sustainable management of water and 

sanitation for all  
8. Promote sustained, inclusive and sustainable economic growth, 

full and productive employment and decent work for all 

1. A prosperous Africa based on inclusive growth and 
sustainable development  

6. An Africa where development is people-driven, 
unleashing the potential of its women and youth  

7. Africa as a strong, united and influential global 
player and partner.  
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Annex 11: Climate Change Fact Sheet 

1. Context of vulnerability 
According to the ND-Gain Index7, Malawi is the 32nd most vulnerable country and the 27th least ready 
country in the world; it has both a great need for investment and innovations to improve readiness, and a 
great urgency for action to reduce vulnerability to the impacts of climate change. Malawi’s National 
Adaptation Plan of Action (NAPA) of 2006 showed that thematic areas such as agriculture, energy, water, 
forestry, fisheries, gender, wildlife and human health are vulnerable to the impacts of climate change, 
climate variability and extreme climate events. Major climate related hazards that wreak havoc in the 
country are floods and droughts. For example, in 2015, floods affected 15 out of 28 districts in Malawi. 
About 1.1 million people were affected, 230,000 were displaced, 176 lost their lives and 172 were reported 
missing. The total cost of loss and damage that the Government of Malawi incurred during these severe 
floods was estimated to be US$335 million, and the recovery and reconstruction costs stood at US$494 
million. Therefore, there is urgent need to undertake interventions to enhance the resilience of productive 
sectors to the associated negative impacts. For instance, climate-sensitive rainfed agriculture is the 
mainstay of Malawi's agro-based economy. It accounts for 30 to 40% of the GDP, employs 85% of the 
country's workforce and supplies 60 to 70% of raw materials to the manufacturing sector. 

2. Profile of economy wide emissions  
Malawi has very low GH emissions, estimated at around 1.4 t CO2e per capita in 2015. As per 2006 IPCC 
Guidelines for the preparation of National GHG Inventories, the main sectors contributing to GHG 
emissions in Malawi are energy, agriculture, forestry and other land use (AFOLU), and waste. Industrial 
processes and product use (IPPU) is not currently a significant source. 
 
Table: Malawi’s Sectoral GHG emissions in 2015 and 2040 

Sector 2015 2040 
Waste 2% 2% 
Energy (includes transport) 4% 17% 
IPPU 0% 0% 
Agriculture 16% 16% 
Forestry 78% 65% 

 
Between 2015 and 2040, total annual GHG emissions are expected to increase from the current level of 
approximately 29,000 Gg CO2e (29 million tonnes) to in the range of 42,000 Gg CO2e (42 million tonnes), 
an approximately 38% rise. However, there is at present significant uncertainty about future emissions, 
particularly beyond the year 2020. The nation’s overall pursuit of low-emissions development will largely 
hinge on the provision of international capacity building, technology transfer and financial assistance. The 
Government of Malawi is working with development partners to improve climate change related data 
management systems. Estimates suggest that between 14,000 and 16,000 Gg of CO2 will be saved per 
year by 2030 if a robust low emission development path is adopted. 

3. National Priorities  
The selection of sectors prioritized in the Nationally Determined Contribution (NDC) was premised on 
the sectors that could make the greatest contribution to GHG abatement and resilience building and other 
issues such as the impact of development plans on the energy and industrial sector landscapes. The NDC 
has also included issues of adaptation and community resilience. Above all, the NDC has provided an 
opportunity to enhance the implementation of Malawi's sustainable development goals as articulated in 
its national developmental agenda. 
 
The priority sectors and thematic areas identified based on national development priorities are: agriculture 
(crops, livestock, fisheries), water resources, health, infrastructure, land-use planning, transport, 
population and human settlements, disaster risk management, forestry; wildlife, energy and gender. 

                                                 
7 https://gain.nd.edu/our-work/country-index/rankings/ 
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Mitigation 
Energy Sector: Malawi’s current electricity generation capacity is only 351MW against an estimated 

suppressed demand of 400MW. The hydroelectric power plants are mostly located on the Shire River. 
Biomass accounts for about 90% of energy supply. Access to grid electricity is at 10%, one of the 
lowest in the world. Malawi’s electricity generation deficit is not only a hindrance to new investments 
in manufacturing, industry, mining and tourism but also detrimental to the social and economic well-
being of its people. Thus, investments that would enhance the generation, transmission, distribution 
and utilization of alternative and renewable energy sources are key to the development of Malawi.  

Industrial Process and Other Product Units: In order to meet the demand for new homes, the 
government needs to build an average of 21000 houses per annum. Thus demand for cement, cement 
products and burnt clay bricks will continue to grow. The two main areas of mitigation in the Industrial 
Processes and Product Use (IPPU) sector are the reduction in cement consumption through cement 
blend (using rice husks ash or coal ash) and use of soil stabilized building blocks in place of burnt clay 
bricks. External support in form of finance, capacity building and technology transfer would contribute 
towards reduction in GHG emission from IPPU sector. 

Agriculture: Even though the agricultural thematic area is responsible for a significant share of Malawi’s 
GHG emissions, the overall mitigation potential is comparably small. The mitigation options for 
agriculture include improved animal husbandry, climate smart agriculture, agro forestry and fertilizer 
management. The mitigation measures suggested in the agricultural sector will unconditionally 
contribute 100 Gg CO2 equivalent mainly from reduced synthetic fertilizer application, and around 400 
Gg CO2 equivalent per annum from implementing climate smart agriculture extensively by 2040, 
conditional upon support. 

Forestry and other land-use: The main activities responsible for greenhouse gas emissions and removals 
in the forestry sector include deforestation, forest degradation, and afforestation (which includes 
natural and assisted regeneration). On an annual basis, Malawi emits approximately 0.8 million tCO2e 
from deforestation, and approximately 10 million tCO2e from forest degradation. The current level of 
tree planting and natural or assisted regeneration sequesters approximately 0.9 million tCO2e annually. 
The result is an approximate net annual emission from the forestry sector of 9.9 million tCO2e annually. 
To achieve Malawi’s target of 2% increase in forest cover nationally, the area being afforested on an 
annual basis would need to increase four times. If conditional funding were available to achieve this 
target the mitigation benefit is projected to sequester approximately 2.6 million tCO2e. 

Waste: Population is the main driver of waste generation. Malawi's population is rural based, with 85% 
of its population living in the rural areas. However, the rate of urbanization in cities and town centers, 
estimated at 5.2%, is among the world’s fastest growing. There is a need for waste collection and 
managed landfills with sorting of waste, composting and gas capture. These measures can only be 
achieved with additional external support. 

Adaptation 
Agriculture: The biggest adaptation challenge is Malawi’s heavy reliance on rainfed agriculture. The 

majority of smallholder farmers cannot afford irrigation technologies despite the fact that Malawi is 
endowed with abundant water resources. Climate change also requires farmers to adapt to new 
agronomic practices such as conservation agriculture, growing of drought tolerant crops, precision 
agriculture (which in turn also requires a better access to input for seeds and fertilizers) and agro-
forestry amongst others in order to improve productivity. Climate smart agriculture and irrigation are 
key adaptation measures which need external support. 

Water: Potential adaptation measures in the water sector reflect the need to enhance and harmonize 
policies and strategies for catchment area protection, water conservation and sustainable utilization. 
The adaptation actions that Malawi is implementing in this sector include: the construction of 
multipurpose dams, implementation of water harvesting technologies, capacity building in integrated 
water resources management (IWRM), catchment management, promotion of irrigated agriculture 
(including the Greenbelt Initiative), fish farming, and water supply development for domestic and 
livestock use. Upscaling of the above listed activities will require external support. 

Human health: Various studies have shown that under climate change scenario, the spread of climate-
sensitive diseases such as malaria and diarrhoea will increase, and food production would decline 
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resulting in malnutrition. Years of below-normal rainfall (e.g., 1991/92) have correspondingly led to 
higher incidents of malnutrition. These issues are highlighted in the NAPA. Adaptation measures 
suggested in this INDC aim at enhancing institutional and human resource capacities so as to provide 
sustainable support to vulnerable groups in terms of disease monitoring, prevention and control. 

Wild life: Droughts pose a major threat to wildlife in terms of availability of forage and water. Adaptation 
interventions are meant to prevent the extinction of the animal species while ensuring optimal 
population sizes are retained based on carrying capacity of the reserve. Efforts will be taken towards 
enhancing capacity to construct watering points, and control of animal population by culling or 
translocation amongst other approaches. 

Energy: Most of the energy sector interventions that have been put forward as mitigation activities have 
adaptation co-benefits. The vulnerability of energy production is related to the sources being affected 
by floods and droughts in terms of damage to machinery, loss of biomass productivity and availability 
of appropriate alternative technologies.  

Forestry: Forest productivity will be greatly affected by erratic rainfall and extended droughts. Overtime, 
communities may adapt by planting tree species that are drought tolerant and fast growing such as 
bamboos. This would reduce pressure on standing forests since communities would be harvesting 
wood for fuel from their own woodlots. Some mitigation interventions in the forestry sector also have 
adaptation co-benefits elements. For example, forest regeneration could spur bee-keeping and 
indigenous mushroom harvesting thereby reducing pressure on remaining natural forest resources. 

Fisheries: Fish provides about 60% of animal protein intake in Malawi and is a source of employment 
for many Malawians. Unfortunately, fish population is declining rapidly due to climate change as well 
as non-climate factors such as rapid population growth resulting in unsustainable levels of fish 
harvesting. Fish farming using ponds and cages provides an opportunity to enhance the quality of life 
of vulnerable groups through improved access to fish resources. This development could be directly 
linked to the construction of multipurpose dams. Improved co-management of capture fisheries also 
has strong potential to buffer food security and improve the climate resiliency of fishing-dependent 
communities. 

Gender: Vulnerable and disadvantaged groups carry the burden of the impacts of climate change. Women 
and girls are particularly impacted, as they have to walk further in search of basic commodities for the 
family such as firewood and water. Yet, women may not have the authority to decide on alternative 
and climate-resilient solutions for the household. The adaptation interventions proposed in the INDC 
are meant to enhance gender inclusiveness in the adaptation programmes and projects. 

Infrastructure: Adaptation measures under this subsector are meant to provide physical barriers for flood 
prevention and control and facilitate the revision of construction and building standards in line with 
the changes in climate-based design parameters. The interventions are also meant to contribute to green 
and climate-resilient buildings. 

4. Recommendations and potential Bank response 

Potential areas of interventions and projects  
Malawi is greatly in need of assistance to adapt to climate change. These adaptations can be best delivered 
in the rural environment though assistance to rainfed agriculture and forest and land use management, and 
in the urban environment by working to reduce the demand for charcoal. Access to low carbon energy 
also remains a massive constraint on the economy creating a demand for low carbon energy and energy 
efficiency. 
The Climate Investment Fund Strategic Programme for Climate Resilience (SPCR)8 identified three 
potential areas for intervention: (1) promoting climate resilient approaches to watershed management; (2) 
building climate resilience in agricultural value chains of Malawi; and (3) climate-resilient fisheries value 
chain in the management of the fisheries and lakes of Malawi. 

Alignment with CCAP objectives 
The Banks Climate Change Action Plan (CCAP 2016 -2020) highlights the need to address adaptation 
and mitigation in line with Nationally Determined Contributions and National Adaptation Plans. It 

                                                 
8 https://www.climateinvestmentfunds.org/sites/cif_enc/files/ppcr_strategic_program_for_climate_resilience_for_malawi.pdf 
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encourages the identification and use of climate finance to scale up these investments and work to 
create enabling environments. 

It is likely that any Bank funded development projects in Malawi, with the exception of fossil fuel 
power generation, will contribute to adaptation with either direct or indirect mitigation benefits. As 
such, all projects should seek to leverage the Bank’s contributions with funds from other sources of 
climate finance, principally the GCF, GEF and Adaptation Fund, but also from bilateral donors, many 
of whom are active in Malawi and in line with other MDBs. In view of the timeline for accessing 
climate finance, particularly from the GCF (the major source of climate finance), it is important to 
identify a role for GCF as soon as possible and submit a Project Concept Note accordingly, through 
the Banks GCF Focal Point.  

Alignment with High 5s 
There should be a high degree of alignment of projects with the High 5. Opportunities should be found to 
contribute to: Light up and Power Africa (renewable energy / energy efficiency / cooking energy projects 
with potential links for the forestry and land-use sector); Feed Africa (projects in the Agricultural, fisheries 
sector and potentially the forestry sector); Industrialize Africa (commercial forestry plantations are 
particularly relevant, and also projects to reduce the GHG emissions from cement and brick kilns); and 
Improving the Livelihoods of African People (projects that address food security, water and sanitation, 
climate resilience and also health, education, gender issues, women / children’s time management and 
education). 
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Annex 12: Summarizing the Structure of the Malawi General Equilibrium Model 

The structure of the dynamic stochastic general equilibrium model used in the study is based on the 
superstructure of the model by Berg, Yang, and Zanna (2015).9 The core ingredients of the model are 
the following:  

 There are two categories of households in the economy, those who have access to financial 
markets and those who are financially constrained.  

 There are frictions in the labour market. In particular, there is limited inter sectoral labour 
mobility and there is intersectoral wage differentials.  

 There are three aggregated sector in the economy: tradeable sector, nontradable sector, and the 
natural resource sector (mining).  

 Capital mobility is relatively closed and very expensive. 
 Price adjustments in the model are based on the Rotenberg specification.  
 The government can finance its budget through a variety of sources, including value-added tax 

(VAT), direct taxes on labour income, capital income from tradable and non-tradable sector, 
revenue from fees paid for use of public infrastructure, revenue from the natural resource sector, 
and oversees development aid and grants.  

 The government has access to three types of debt instruments: domestic debt issuance, external 
commercial debt, and external concessional debt.  

 There are absorptive capacity constraints in the economy and inefficiency in public investment 
programmes.  

 Public infrastructure maintenance and replacement culture is below the threshold.  
 Government can pursue public investment scaling up programmes using either an All-for-All 

(AfA) investment approach, or a sustainable investment approach (SIA). 
 To maintain debt sustainability, the fiscal authority could use either, or a combination, of four 

fiscal adjustment strategies: indirect taxes, direct taxes, government consumption, transfer 
payments. 

 Simulations of the model are based on exogenously determined path for the shocks and not based 
on rational expectation assumptions.  

The structure of the Model and the results are further elaborated in the two boxes below: 

 

                                                 
9 Andrew Berg, Shu-Chun S. Yang, and Luis-Felipe Zanna (2015) Modeling African Economies: A DSGE Approach. 
(Eds) Celestin Monga and Justin Yifu Lin. The Oxford Handbook of Africa and Economics: Volume 1: Context and 
Concepts. DOI: 10.1093/oxfordhb/9780199687114.013.33 
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Malawi general equilibrium model (see above), provides the macroeconomic implications of two alternative financing options 
for Malawi: concessional borrowing (the blue diamond-dotted lines) versus commercial borrowing (the red square-lines). 

 

Macroeconomic implications of Malawi’s increased reliance on commercial debt 
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The following panels indicate the effect of a persistent change in annual average precipitation. This shock could be compared 
with an extreme climate event that drastically lowers annual precipitation to less than half of previous precipitation. 

 

Macroeconomic implications of drought and precipitation related shocks 
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Annex 13: Poverty Begets Poverty in Malawi 

Poverty incidence in Malawi is one of the highest among low-income African countries. Measured 
as the percentage of the population living on less than $1.90 a day at 2011 international prices (PPP), 
poverty in Malawi is the fourth highest among the low income Africa countries, only lower than the 
rates in Madagascar, Congo, Democratic Republic and Burundi (see Figure 7). The 2016/17 Malawi 
Integrated Household Survey (IHS) shows that poverty headcount ratio at national poverty lines as a 
percentage of the population increased from 50.7% in 2011 to 51.5% in 2016. 

Source: Bank staff computations based on data from AfDB Statistics Department 

 
Despite the recent recovery in economic performance in Malawi, poverty persistence has remained 
strong. The results presented in the Table 2 below are obtained from a simple regression of poverty 
(measured by the percentage of the population living below the national poverty lines) on its lagged 
values and GDP growth of the form;  

 A13.1 

The results show that poverty persistence in Malawi is high with current poverty levels strongly 
influenced by past levels of poverty. The results further show that improvements in GDP growth has 
significant effects on poverty reduction suggesting that the opportunity for poverty reduction exists 
through accelerated and sustained economic growth.   

Table 2: Poverty persistence in Malawi 

Poverty headcount  Coefficient P-values at 5% significance level 
Poverty persistence 0.84** 0.000 
GDP growth  -0.036** 0.514 

Constant 8.10** 0.001 
Source: Bank staff computations based on data from the AfDB Statistics Department  

Measures to break the circle of poverty in Malawi must target the rural poor who are mainly 
dependent on agriculture for subsistence. Increasing agricultural productivity therefore is one of the 
core interventions that will ensure that those trapped in the poverty circle are released. As shown in 
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Figure 7: Poverty headcount ratio headcount ratio at $1.90 a day (2011 PPP) (% of population)'



   

XXIX 

the Figure 8, poverty in Malawi is positively correlated with changes in agricultural productivity 
(measured by kilograms per hectare of cereal output).  

Source: Bank staff computations based on data from the AfDB Statistics Department 
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Figure 8: Correlation between poverty and agriculture productivity in Malawi 
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Annex 14: Gender and Strategic Areas for Malawi in the Next Five Years 

The Malawi Growth and Development Strategy III has identified Key Priority Areas. These Areas 
have been isolated with the view to accelerate the development that has been achieved over the years. 
In this respect, The Government concentrates its efforts on these key priority areas in order to achieve 
its overall policy objective of economic growth as a means of reducing poverty in the country.  

As a key priority area, the main focus is to increase agricultural productivity and diversification for 
sustainable economic growth.  Women provide 70% of the agricultural labour force and 80% of food 
for home consumption, and so their access to agricultural extension is crucial for increased 
productivity and food security. However, women have limited access, ownership and control over 
agricultural assets, resources and services such as land, credit, extension and training. Access to land 
ownership also favors men to women so much so that average land holding size for female headed 
households is low. 

Education and Skills Development  
Educated and skilled population will help Malawi be on the pathway to achieving accelerated 
economic growth and sustainable development goals. To achieve this Malawi needs to improve the 
transition rate from primary to secondary and from secondary to tertiary level. Only 16% of children 
transition from primary to secondary school, and of those, only 8% move on to tertiary education. 
Malawi population is estimated at 18.3 million and 20.4% are unemployed. This is an untapped 
human capital for economic growth. Some of the factors leading to high dropout rates among girls 
include pregnancies, limited appreciation of the value of education by parents and children, child 
marriages, lack of role models especially for girls in the rural areas, poverty and the impact of 
HIV/AIDS infection and related deaths. 

Energy, Industry and Tourism Development  
Malawi is relatively well endowed with a wide variety of energy resources including coal, fuelwood, 
solar, hydro and wind. Biomass is the major source of energy (89%) whereas electricity contributes 
3%. The current demand for electricity is 600 MW, but the country capacity is only 326 MW, which 
is also declining due to small amounts of rainfall that are attributed to changes in climate as well. 
Interventions in this sector should increase production and access to sustainable energy sources for 
improved production at domestic and industry level. 

The major source of energy in most households especially in rural Malawi is wood fuel. Traditionally, 
collecting firewood is a chore performed by women and children especially girls and is unpaid care 
work; this increases women and girls’ exposure to a number of security risks such as rape and 
defilement and health hazards. Solely relying on wood fuel eventually leads to deforestation, which 
has devastating consequences on the well-being of the community and the environment. 

Tourism has potential to contribute to economic growth in Malawi. The sector contributed 7% of the 
GDP and accounted for 6.2% of total employment in 2016. It is one of the catalysts that can provide 
resources to complement the growing and competing demands for the economy. The Industry 
provides growth that is less susceptible to variable weather and climactic conditions and international 
commodity price volatility to which Malawi is very vulnerable. In addition to that, it also promotes 
inclusive involvement of local communities, the youth, women and other groups through creation of 
many entry level employment opportunities in both urban and rural areas. Strategies to increase skills 
and make work places safe are critical in reducing the poverty rates. 

Transport and ICT Infrastructure  
Having reliable and safe transport infrastructure is essential in promoting gender equality and equity, 
however, the MGDS III has no specific objectives towards this and makes no specific reference to 
gender in relation to the transport sector. 

ICT continues to contribute significantly towards GDP and could be further nurtured to enhance its 
performance. The ICT faces several challenges including affordability and cost of ICT services; and 
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sporadic provision of services in terms of coverage. The mobile network coverage rate is impressive 
at 85%; however, the network availability is intermittent and has not spurred development. The 
country has a tele-density of about 19% which is below the SADC regional average of around 40%. 
The country has 22 licensed Internet Service Providers (ISPs) with 10 active ISPs serving a limited 
customer base. Being a highly technical field, women are relegated to administrative jobs.  This has 
been due to women being discouraged from opting for technical qualifications the reason being the 
working conditions and timing are not conducive to women who are mothers or have unsupportive 
husbands. 

Health and Population  
Malawi made substantial health gains under the MGDS II. MDGS II targets for Under-5 mortality 
and infant mortality were surpassed, 63/1000 live births against a target of 78/1000 livebirths for the 
former and 42/1000 livebirths against a target of 45/1000 for the latter. There was also a steady decline 
in the maternal mortality ratio (MMR) which was estimated at 439/100,000 live births in 2016, down 
from 675/100,000 in 2010. The HIV prevalence among women and men age 15-49 age decreased 
between 2010 and 2016 from 10.6% to 8.8%. Neonatal Mortality Rate was estimated at 27/1000 live 
births in 2016, down from 31/1000 live births in 2010. Despite the progress, Malawi has a low life 
expectancy at birth, 57 years for males and 60 years for females. Malawi suffers from a high disease-
burden from communicable diseases and increasing burden of non-communicable diseases (NCDs). 
Population size, structure and distribution have strong linkages with social and economic 
development. Rapid population growth and increased densities can cause environmental setbacks due 
to expansion of agriculture, settlements and other livelihood activities. Ultimately, this leads to 
increased vulnerability especially for women, children, and persons with disability and other 
vulnerable groups to natural disasters such as floods, drought and epidemics, poor health and 
nutrition, and a host of other issues. On the other hand, proper population planning and management, 
improves access to quality basic services and amenities; enhances economic variables; and reduces 
environmental damage. 
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Annex 15: List of Persons Met 

Name Position Institution 
Adwell Zembele  Acting Director  Ministry of Finance, Economic Planning and Development  
Alexander 
Mtsendero 

Director of SMEs and Cooperatives Ministry of Industry, Trade and Tourism 

Alfred M Nhlema Head of Govt & International Org  FDH Bank  
Andrew Kautuka Principal Economist Ministry of Agriculture, Irrigation and Water Development 
Angela Zeleza  MEECO MCA-Malawi 

Annie Mwale Director of Finance Ministry of Local Government and Rural Development 
Asumani Ungwe Project Coordinator  Ministry of Agriculture, Mzimba Integrated Rural Water Supply 

Benedicto Nkhoma Head Of Treasury NBS Bank 
Bessie Msusa  Chief Economist  Ministry of Finance, Economic Planning and Development  

Brian Frantz Supervisory Program Officer USAID 
Bridget Kauma Assistant Director of Trade Ministry of Industry, Trade and Tourism 

C G Banda Coordinator Ministry of Natural Resources, Energy and Mining 

Carger Hemphill Economist  USAID  
Catherine 
Mwafulirwa 

Project Manager Northern Region Water Board 

Chanju Mlewah  Project Accountant  Ministry of Labour - Jobs for Youth Project  
Chester Gondwe  Procurement Specialist  Ministry of Agriculture, AIYAP Project  

Chimwemwe 
Msowoya  

Economic & Commercial Specialist  US Embassy 

Chisomo Kumbuyo Project Coordinator, SIVAP Ministry of Agriculture, Irrigation and Water Development 
Chrispin 
Chimombo 

Accountant General  Accountant General Department  

Chrispine Ngwena  Geologist  Globe Metals  
Christen Malaidza  Monitoring & Evaluation Specialist  Ministry of Agriculture, SIVAP Project  

Clement Komwa Economist Ministry of Agriculture, Irrigation and Water Development 

Cuthbert Chirwa Chief Economist Ministry of Industry, Trade and Tourism 

Dalitso Kabambe Governor Reserve Bank of Malawi 
Dalitso Kubalasa  Executive Director  Malawi Economic Justice Network  
Davie Wirima Deputy Director Ministry of Finance, Economic Planning and Development  

Delano Ulonje Financial Controller Egenco 
Dickson Kazembe Chief Economist Ministry of Industry, Trade and Tourism 

Dr. Joseph 
Mkandawire 

- CJCSP 

Dr. Julius Chulu Controller, Animal Husbandry Ministry of Agriculture, Irrigation and Water Development 

Dr. Mafuta Mwale Director-Economics Reserve Bank of Malawi 
Dyce R Malikebu Principal Accountant Roads Fund Administration 
Edfas Mkandawire  Program Officer  UN Women  

Edwin Matanga Principal Engineer Ministry of Transport and Public Works 

Emma Mbalame Director, Water Supply and Sanitation Services Ministry of Agriculture, Irrigation and Water Development 

Eng. Anderson 
Mbozi  

Chief Irrigation Engineer  Ministry of Agriculture, Department of Irrigation  

Esther Mwimba Director, Investment and Private Sector 
Development  

Ministry of Industry, Trade and Tourism 

Francis B. 
Chinsinga 

Secretary For Transport And Public Works Ministry of Transport and Public Works 

Francis Gavin 
Kachule 

Principal Debt & Aid Mgt Officer  Ministry of Finance, Economic Planning and Development  

Frank Kamanga  Monitoring & Evaluation Officer  Ministry of Agriculture, AIYAP Project  
Ganizni Liwewe Principal Economist Ministry of Transport and Public Works 
Geoffrey F. 
Magwede 

Director Of Railway Services Ministry of Transport and Public Works 

Geoffrey Mamba Director, Irrigation Services Ministry of Agriculture, Irrigation and Water Development 
George Chande Deputy Director, Planning Ministry of Agriculture, Irrigation and Water Development 

George Kamba Deputy Director Ministry of Finance, Economic Planning and Development  
George Kanthiti Chief Investment Promotion Officer Ministry of Industry, Trade and Tourism 

Gerald Pule  Assistant Auditor General  National Audit Office  
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Name Position Institution 
Gerry Garson Corporate Affairs Manager Illovo Sugar 
Gift Chiwayula  Energy Officer  Department of Energy  

Godfrey Liwewe Director, Agriculture Extension Services Ministry of Agriculture, Irrigation and Water Development 
Grace Banda SWO Ministry of Gender 
Grace C Milner  Principal Planning Officer  Ministry of Education Science & Technology 

Grant P. Kabango Deputy Governor, Economics And Regulation Reserve Bank of Malawi 
Gray Nyandule 
Phiri 

Principal Secretary Ministry of Agriculture, Irrigation and Water Development 

Grenard Mkwende  Project Coordinator  Ministry of Education - HEST Project  
H.H. Kwalimba  Committee Clerk  Malawi National Parliament  

Harriet Jean 
Kandulu  

Project Accountant  Ministry of Trade, CCJP Project  

Hebert Chihana  Principal Tourism Officer  Ministry of Trade, Industry & Tourism  
Henry Mandere Chief Cooperative Management Officer Ministry of Industry, Trade and Tourism 

Herbert N Chihana Planning & Development Officer Ministry of Industry, Trade and Tourism 
Hope Chavula Head, Public Private Dialogue Malawi Confederation of Chambers of Commerce and Industry 

Innocent Kabwadza  Financial Management Specialist  Ministry of Agriculture, SVIP Project  
Joel Longwe  Chief Engineer  Roads Authority  

Jollam Banda  Deputy Director-Public Sector Ministry of Finance, Economic Planning and Development  
Joseph 
Kalowekamo 

Deputy Director, Dept. of Energy Ministry of Natural Resources, Energy and Mining 

Joseph Kumwenda  Financial Management Specialist  Ministry of Agriculture, SIVAP Project  

Joyce Jambo Procurement Specialist  Ministry of Agriculture, SRWSIHL Project  
Justice Mtande  Principal Rail Transport Officer  Ministry of Transport, Railways Department  

K. Mwambelo  Surveyor of Vessels  Ministry of Transport, Marine Department 
Kalumba 
Mkandawire  

Procurement Specialist  Ministry of Education - HEST Project  

Kelvin Mphonda Acting Director of Roads Ministry of Transport and Public Works 

Kiswell Damakau Principal Secretary Ministry of Local Government and Rural Development 
Labren Sondhi Director Of Planning And Development Egenco 

Lazarus Phiri Project Coordinator, SRWSIIHLP Ministry of Agriculture, Irrigation and Water Development 
Len Chirwa  Budget Director  Ministry of Finance, Economic Planning and Development  

Lisungu Banda  Finance Manager  Globe Metals  
Lovemore Mtsitsi  CISANET  Program Manager 

Lovemore Nyongo  Controller of Planning  Malawi National Parliament  
Ludlas 
Khangamwa 

Project Facilitator Ministry of Industry, Trade and Tourism 

Luka Nyirongo Chief Economist  Ministry of Finance, Economic Planning and Development  

Lukes Kalilombe  Deputy Director (Social Protection) Ministry of Finance, Economic Planning and Development  
Manuel Maoni  Procurement Specialist  Ministry of Agriculture, SVIP Project  

Manuel Mphinga  Chief Professional Dev Officer  ODPP 

Martin Magalasi  Economist  Ministry of Trade, Industry & Tourism  

Mathews 
Kalungulu  

Economist  Ministry of Finance, Economic Planning and Development  

McBentry 
Simwaka  

Project Accountant  Ministry of Agriculture, SIVAP Project  

Mercy Kalamula 
Mikuwa  

Procurement Specialist  Ministy of Labour - Jobs for Youth Project  

Mike Matsimbe Project Coordinator, AIYAP Ministry of Agriculture, Irrigation and Water Development 
Moses Chirwa Assistant Director Ministry of Finance, Economic Planning and Development  

Mphatso Robert 
Mbeza  

Financial Management Specialist  Ministry of Education - HEST Project  

Mr Blessings 
Chilabade 

Principal Secretary – Labour, Youth, Sports And 
Manpower Development  

Ministry of Education 

Mr Grenard 
Mkwende 

Coordinator – Hest Project Ministry of Education 

Mr Kiswell 
Dakamau 

Principal Secretary – Local Government And 
Rural Development 

Ministry of Local Government and Rural Development  

Mr. Charles 
Mazinga 

Deputy Director, Community Development. 
Director of Nutrition HIV/AIDS 

Ministry of Gender 
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Name Position Institution 
Mr. Mbame 
Ngwira 

Director Reserve Bank of Malawi 

Mr. Patrick 
Kamwendo  

MDGs Policy Advisor  UNDP 

Mrs Thoko Banda Chief Director – Education Ministry of Education 
Ms Annie Mwale Director Of Finance - Local Government And 

Rural Development 
Ministry of Local Government and Rural Development  

Ms Lizzy Chikoti Deputy Director  National Statistics Office  
Ms. Anne Conroy Economist  Irish Aid 
Ms. Madalo 
Nyambose  

Director, Debt & Aid Section Ministry of Finance, Economic Planning and Development  

Nini Brenda 
Sulamoyo 

PC – Jobs for Youth Ministry of Labour, Youth, Sports and Manpower Development 

Noel Lumbani ACAEO-DAES Ministry of Agriculture, Irrigation and Water Development 

Obed Edom Soko  Procurement Officer  Ministry of Agriculture, SIVAP Project  
Patricia Araru-Jere  TA Aid Coordination  Ministry of Health 

Patrick C. R. 
Matanda 

Secretary For Natural Resources, Energy And 
Mining 

Ministry of Natural Resources, Energy and Mining 

Peter Tembo  Head – MSC Malawi Confederation Chamber of Commerce & Industry 

Precious Kamange  Principal Auditor  National Audit Office  
Priscilla F. 
Kandoole 

Country Economist WB 

Prof. David 
Kamchacha  

Managing Director  Mtalimanja Holdings 

Renard Mapemba  Deputy Clerk of Parliament  Malawi National Parliament  
Rex Wonga  Monitoring and Evaluation Officer  Ministry of Trade, CCJP Project  

Rodrick M.A. 
Champiti 

Project Coordinator  Ministry of Agriculture, SVIP Project  

Rodrick Mhango  Senior Manager  FDH Bank  

Roisin Parish Economist DFID 
Ronald Mtonga  Executive Director  CONGOMA 

Saidi Banda Assistant Director Ministry of Natural Resources, Energy and Mining 
Samuel Kadangwe Director of Construction Roads Authority 
Sangwani Gondwe Technical Auditor Roads Fund Administration 

Scholastica 
Chaidyaonga 

Director of Transport Ministry of Transport and Public Works 

Silas Sindi Deputy Director Ministry of Industry, Trade and Tourism 

Solomon Chirambo Senior Economist Ministry of Transport and Public Works 
Stewart Chibanda  Finance Manager  Mkango Resources Ltd  

Stuart Malata  Chief Executive Officer Roads Fund Admnistration  
Tamanda C. 
Longwe 

Customer Experience Manager NBS Bank 

Tatha Morley 
Makumba  

Financial Management Specialist  Ministry of Agriculture, AIYAP Project  

Venancio Mzonda Principal Economist (M &E) Ministry of Finance, Economic Planning and Development  

Victoria Geresemo Ag. Director Monitoring and Evaluation  Ministry of Finance, Economic Planning and Development  

W.R. Offen  Procurement Specialist  Ministry of Agriculture, SIVAP Project  
Wiskes Mkombezi Deputy Director Ministry of Industry, Trade and Tourism 

Yona Chawanje  Monitoring & Evaluation Officer  Ministry of Labour - Jobs for Youth Project  
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Annex 16: Progress towards Achievement of MDGs 

 
  

MDGs/ Vision 2020 Indicators 2000 
Baseline Targets Latest Value  

Goal 1: Eradicate extreme poverty and hunger 
Poverty (% below national poverty line) 53.9 27 50.7 
Poverty gap ratio (%) 18.6 8 18.9 
Share of poorest quantile in national consumption (%) 10 20 5.5 
Prevalence of underweight children 25.4 14 16.7 
Ultra-poor population (%) 23.6 100 25.7 
Goal 2: Achieve Universal Primary Education 
Net enrolment in primary (%) 78 100 85 
Proportion of pupils starting Grade 1 Reaching Grade 5 (%) 69 100 87.8 
Literacy level (% of 15-24 year olds) 68.1 100 75.2 
Goal 3: Promote Gender Equality and Empower Women 
Ratio of Girls to Boys in Primary Education  0.91 1 1.001 
Ratio of Girls to Boys in Secondary Education 0.60 1 0.88 
Ratio of Literate Women to Men 15 – 24 Years Old 0.82 1 0.92 
Share of women in wage employment in the non-agricultural sector (%) 13.1 50 30.1 
Seats held by females in parliament (% of seats) 9.3 50 16.6 
Goal 4: Reduce child mortality 
Under 5 mortality rate (per 1,000 births) 189 78 85 
Infant mortality rate (per 1,000 births) 103 44.7 53 
Proportion of 1 year children immunized against measles 83.2 95.3 85 
Goal 5: Improve Maternal Health 
Maternal mortality rate (per 100,000 births) 1120 155 574 
Proportion of births attended by skilled health personnel (%) 55.6 100 87.4 
Goal 6: Combat HIV/AIDS, Malaria, and other Diseases 
HIV prevalence amongst 15-24 year old pregnant women (%) 24.1 0 10.6 
Ratio of orphans to non-orphans in school  0.121 - 0.09 
Prevalence of deaths associated with malaria (%) 3.6 0 3.3 
Access to Malaria Treatment 8 - 31 
Proportion of Households with at least one Insecticidal Treated Net (%) 31 - 71 
Death rates associated with Tuberculosis (%) 22 - 8 
Proportion of TB Cases under DOTS (%) 57 100 84 
Goal 7: Ensure Environmental Sustainability, reverse loss of environmental resources 
Proportion of land covered by forest (%) 37.9 50 36.2 
Ratio of area protected to maintain biological diversity to surface area (%) 0.16 0.18 0.16 
Proportion of population using an improved drinking water source (%) 47 74 86.2 
Proportion of population using an improved sanitation facility 81.4 86.2 95.1 
Goal 8: Develop A Global Partnership for Development 
Net ODA as a percentage of Real Gross Domestic Product  12 - 21.34 
Unemployment of 15 – 24 year old (urban) 9 - 27.4 
Telephone lines subscribers (per 100 people) 1.18 0.8 1.9 
Cellular subscribers per 100 population 0.57 4 39.8 
Internet users per 1,000 population  0.07 - 6.8 
    
  On track Off track  
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Annex 17: Comments by CODE during Consideration of the Completion Report of the 2013-
2017 Country Strategy and Proposed Pillars of the 2018-2022 Country Strategy and Actions 

Taken 

No. Comment Action Taken/ to be Taken 

1. incorporate governance as a cross-
cutting issue;  

Financial and economic governance is incorporated as a 
cross-cutting issue, together with gender 
mainstreaming, skills and development, and 
environment and climate.  

2. take into account the issue of 
regional integration and build on the 
Regional Integration Strategy Paper 
for Southern Africa currently being 
prepared;  

The CSP has taken the RISP into account, and is focused 
on the objective of regional connectivity/regional 
integration. The focus of regional integration in the CSP 
is on transport corridors and electricity interconnectors 
to neighboring countries. This focus will help Malawi 
strengthen trade as well as increase electricity supply 
availability that has been a huge challenge for private 
sector led development. 

3. position the Bank as a leading 
partner in the implementation of the 
ongoing economic reforms;  

The Government has specifically requested the Bank to 
be more active in the macro-fiscal and debt management 
dialogue, as well as in undertaking analytical work in 
this area. As Malawi’s long term Vision 2020 is coming 
to an end, the Bank has further offered to support the 
recently established National Planning Commission to 
prepare and draft a new long term vision. This process 
provides a great opportunity for the Bank to take on a 
leading role in shaping the next 20 years of development 
in the country.  

4. take into account the evaluation of 
the Bank's strategy in Malawi 
(2005-2016), which IDEV is 
carrying out;  

The Country Strategy has taken into account the 
findings of the IDEV evaluation and accordingly have 
adopted relevant recommendations. 

5. be innovative and adopt more 
results-based management to 
overcome recurring problems.  

The CSP considers the possibility for using the Results 
Based Financing facility as an instrument to drive 
reforms in Malawi with an aim to enhance the portfolio 
performance. 

 The Committee took note of the 
Combined Country Strategy Paper 
2013-17 Completion Report and 
2018 Country Portfolio 
Performance Review and expressed 
support for the two proposed pillars 
of the next country strategy (2018-
2022) for Malawi. 

The Pillars and Sectors in the proposed Country 
Strategy 2018-2022 follow the guidance provided by 
CODE.  
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Annex 18: Food Security in Malawi 

Malawi experienced a number of weather related hazards during the 2014/15 and 2015/16 agricultural 
production seasons. The onset of rains delayed by more than one month and followed by heavy rains 
in January, 2015 and this was repeated in January/February 2016. This resulted in widespread floods 
and wash-aways that led to loss of crops, property and lives in 2015. The country also experienced 
dry spells in most districts for a period of 3 to 4 weeks between February and March, 2015 and early 
tail-off of rains that affected crop development. In the 2015/16 agriculture season both floods and dry 
spells occurred in various parts of the country between January and February, 2016.  

The production forecast for staple food maize declined from 3,978,123 in 2013/14 to 2,776,277 metric 
tonnes in 2014/15 season. With a national requirement of 3 million metric tonnes this translated to 
maize deficit of 223,723 metric tonnes. A survey by the Agriculture authorities in February, 2016 
revealed further reduction of the maize crop production from 2,776,277 metric tonnes in 2014/15 
season to 2,719,425 in first round assessment for the 2015/16 season. The assessments by the Malawi 
Vulnerability Assessment Committee (MVAC) in January 2015, and followed by another one in June 
2015 revealed that 2,833,212 households would not be able to meet their food requirements between 
August 2015 and March 2016. Another assessment by MVAC in December, 2015 identified an 
additional 32,000 households which necessitated the extension of the food relief program by one 
month to April 2016. The disasters experienced in 2014/15 and 2015/16 led to the loss of lives of 
about 176, about 50 people missing and about 70,000 households displaced in 15 of 28 districts in 
the country in 2015. According to EU-ECHO Crisis Flash No. 1 it was anticipated that Malawi would 
require about US$ 146 million to meet the needs of food insecure households. 

In view of these food shortfalls, the President made an appeal to all major cooperating partners 
including the African Development Bank for emergency humanitarian assistance as per the 
declaration of disaster on 13th January, 2015 and followed by another appeal in September, 2015. 
The United Nations also made an appeal to all cooperating partners to assist the Government of 
Malawi. The African Development Bank also joined other development partners by mobilizing USD 
1 million from the Special Relief Fund and approving a grant of UA 12 million as sector budget 
support to assist the Government of Malawi to mitigate the effects of these disasters on the affected 
people.  

As of July 2017, the general food security situation for Malawi was good with most of the districts in 
the northern and central regions being classified as none or minimal food insecurity, while the 
remaining districts especially in the south were stressed. The households in the northern and central 
districts were characterized by good production. Nationally staple maize production increased from 
2,369,493 Mt in 2015/16 to 3,464,493 Mt in 2016/17, representing 46% over last year and by 6% 
over five year average. Farm gate prices were typically low affecting farmers’ income from crop 
sales, exacerbated by the high production costs. Staple food prices are generally lower than the 5-
year average price. The market supply situation is likely to remain stable this year owing to good 
domestic supply. It is unlikely that there will be need for formal maize imports. With prevailing 
government policy, small holders will not be allowed to export maize, but only commercial farmers 
will be able to sell their surplus externally. ADMARC has carry-over stocks from the previous 
imports and are buying more maize from farmers. This will contribute to the availability of maize on 
the markets. 

The prospects for 2017/18 according to FEWS NET expects that the 2017/18 harvest will be 
negatively impacted by dry spells and pest attacks especially Fall Armyworm which could lead to 
production that is 10 percent below last season’s production or 5 percent less than the five-year 
average and national cereal requirements. Production of main cash crops such as tobacco, cotton, and 
legumes are also likely to register reductions. According to reports from FAO over 400,000 ha of 
maize were affected by Fall Armyworm by February 2018 and Government had distributed about 
12,000 litres of chemical for pest control and conducted training and awareness meetings in the most 
affected districts. 
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Annex 19: OpsCOM review comments on the Management Response to IDEV’s Evaluation of 
the Bank’s Development Assistance to Malawi 2005-2016, and how they are integrated into 

the Country Strategy Paper, 2018-2022 

No. Comment Action Taken/ to be Taken in CSP report 

SNSP 

1. New CSP: Management response 
largely acknowledges the quality & 
relevance of IDEV work. Looking 
forward, it would be interesting to 
summarize the recommendations 
that will be taken into account in 
drafting the new CSP. 

This matrix summarizes how management will 
implement the actions presented in the Management 
Action Record matrix of the IDEV’s evaluation and 
how they will be addressed in the CSP 2018-2022. 

2. Lessons learned: There are only a 
few references of lessons learned in 
public finance or governance related 
support from the Bank. Does that 
mean that this is an area outside of 
the Bank’s intervention? Or is it a 
cross cutting theme? 

Addressed in Paragraph 59. Strengthening Governance 
and accountability has been mainstreamed as a cross-
cutting theme in all sectors under the CSP pillars. The 
Bank will continue to monitor the PFM Action Plan that 
focuses on the stringent management of financial 
economic governance. 
 

3. CSP’s MTR: The report does not 
mention CSP MTRs and how 
reactive the country office may have 
been with regards to challenges in 
the strategy or portfolio 
implementation.  

Addressed in Paragraph 65. As part of the monitoring 
and evaluation, at CSP mid-term review, the CSP 
implementation results and IDEVs recommendations 
will be reviewed including to see if they are on track. 
 

4. Portfolio strategy: During the time 
period of the analysis, it would be 
interesting to seek management 
view on how the portfolio was 
restructured, or what decisive 
measures were undertaken to 
improve dialogue & strategy. 

At the portfolio level, Under the new CSP, the Bank has 
instituted measures to improve dialogue on Portfolio 
through instituting quarterly meetings to be held with 
Executing Agencies and Ministry of Finance to track 
portfolio implementation and other portfolio related 
issues 

AHVP 

5. The Management Response to 
IDEV’s evaluation over the period 
2005-2016 is adequate since the 
evaluation is generally positive 
except the sustainability, which is 
rated unsatisfactory.  

Management is pleased to note that the Evaluation finds 
as satisfactory the relevance and alignment of Bank’s 
past strategies to the development needs of Malawi. 
Management further notes with appreciation that Bank 
interventions have largely been effective in delivering 
satisfactory results in knowledge management, 
knowledge and policy advice, and integrating cross-
cutting issues, despite challenging conditions in some 
instances, which have limited efficiency in other areas. 
Management broadly concurs with the other main 
findings of the evaluation, such as the limited 
sustainability, efficiency and weaknesses in managing 
for results.  

SNOQ 
6. 
 
 
 
 
 

Inadequacy of the Management 
Response: The proposed Actions 
are focused mostly on the CSPs and 
there are no timelines for 
completion. The following 

Significant efforts will be made during specific projects 
design to ensure that the timelines are rationalized in 
line with the Projects start and end dates. The current 
Indicative investment Projects identified in the CSP, 
once approved, the project completion timelines will 
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a. 
 
 
 
 
 
 
 
 
 
 
b. 
 
 
 
 
 
 
 
 
 
 
c. 
 
 
 
 
 
 
 
d. 
 
 
 
 
 
 
 
 
 
 
 
 
e. 
 
 
 
7. 
 
 
 
 
 
 
 

recommendations have not been 
adequately responded to:  
 
 
Recommendation #1: The proposed 
Action should focus on internal staff 
capacity enhancement, for example 
the Quality Assurance Department 
is working on the new Guidance 
Note on developing proper Log-
frames in Bank operations. 
 
 
Recommendation #2: Again, the 
proposed Action should focus on 
enhancement of internal capacity of 
Bank staff to design operations that 
promote private sector 
development. PINS can provide 
specific initiatives underway. 
 
 
 
 
Recommendation # 3: No specific 
actionable proposals are made and 
timelines to completion the 
proposed actions. 
 
 
 
Recommendation #4: The proposed 
Actions should focus on internal 
initiatives to promote knowledge on 
operations. Currently SNOQ2 and 
RDVP are working on the E-
Modules for training Task 
Managers in an initiative called 
Gateway Initiative. 
 
 
 
 
 
Recommendation #5: The proposed 
Actions should be brief, actionable 
and with timelines. 
 
Unsatisfactory areas: The 
Response agrees with all IDEV’s 
findings without putting a strong 
argument against the critical areas 
that have been rated unsatisfactory, 
i.e. Efficiency, Sustainability and 
Managing for Results. 
 
 

factor in these. The projects are the main instruments for 
implementing the recommendations. 
 
In line with IDEV Recommendation, management will 
implement the actions presented in the Management 
Action Record matrix through a coordinated effort of 
relevant departments including Sector, Fiduciary, 
Private Sector (Bank’s financial products), ECAD 
(training of RMCs), SNOQ (results, climate and result 
based management), Communication (disseminating 
impact). The new guidance note on Log-frame under 
development will also guide new bank operations. 
 
Several internal capacity challenges that remain will be 
addressed to promote both private sector development 
and public investment issues. To enhance the capacity 
of the Bank staff and Managers in RBLF and the use of 
Results Based Management tools – Management will 
coordinate with SNOQ to organize training programs. It 
is to be noted that the Readiness Review, Peer review, 
CT Review, Portfolio review, PCR mechanisms have 
been instrumental in enhancing the results agenda in the 
Bank’s program cycle.  
 
As discussed in response No. 6 above, the CSP covers a 
specific period, the key instrument for delivery are 
through the CSP projects. Once the projects are 
approved, the project completion timelines will factor in 
these proposed actions especially those related to 
Sustainability and Managing for Results.  
 
To address the need for access to information, and 
develop explicit and implicit knowledge in its 
Operations Divisions, management acknowledges the 
need to build effective learning organizations by making 
learning routines, stimulation of cultural change and 
innovation as well as effectively utilizing the modern 
KM technologies in the Bank. To this effect, the new 
CSP will enhance country dialogue by sharing findings 
of knowledge products, lessons learned from 
implementation of Bank’s program. Management 
commits to ensure that staff participate in the E-modules 
training for Task Managers. 
 
Actioned in revised Management response. 
 
 
 
The Bank will ensure that issues of sustainability are 
addressed at project level through the national budgets 
for operations and maintenance and ensuring that the 
Medium Term and Expenditure Framework cover 
project related budgets. Further the Bank in Malawi will 
scale up its dialogue with Government (local and central 
governments), development partners, and beneficiaries 
to ensure ownership, mutual accountability, and 
stronger links between the Bank’s investment and the 
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8. 
 
 
 
 
 
 
 
 
 
 
 
 
 
9. 
 

 
 
 
Support to the Private Sector: 
There is need to reconcile the 
inconsistency between the 
Management Response and the 
proposed new Bank Malawi CSP, 
2018 – 2022 on the Bank’s support 
to the private sector. The former 
alludes to the existence of direct and 
indirect Bank support to the private 
sector in Malawi during the period 
under review, yet the CSP indicates 
that the Bank has not supported 
private sector operations in Malawi 
yet. 
 
Clarity on collection of Road levy: 
There is need to clarify the Agency 
responsible for collecting the road 
levy. The Management Response 
indicates that the road levy is 
collected by the Malawi Energy 
Regulatory Authority, yet at the 
same time the Malawi Road Fund 
has a mandate to mobilize resources 
and collect levies for road 
infrastructure. 

Government longer and medium term expenditure 
framework. 
 
To enhance the proficiency of the Bank staff to 
effectively operate in the business ecosystem and 
design interventions to stimulate the private sector’s 
investment, management will work with private sector 
and regional integration departments to enhance the 
knowledge of the Bank’s officers in the Bank’s 
financial products, PPP etc. 
 
 
 
 
 
 
 
 
The Malawi Energy Regulatory Authority (MERA) 
collects the fuel levy and remits the same into a 
commercial bank account for the Roads Fund Authority 
for use on road maintenance.  
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