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PREFACE
The purpose of this report is to provide data and information on the volume, distribution
and effectiveness of foreign aid1 to Malawi over the period July 2007 – June 2008. The
report also provides the latest information on the public external and domestic debt
portfolios.
Following successful reports produced for the financial years 2005/06 and 2006/07, this
report has been modified to increase its usefulness and comparability with data produced
internationally. In particular, the section analyzing foreign aid to Malawi has been
expanded to include information more directly related to the effectiveness of aid, defined
along the terms of the Paris Declaration of 2005 and Accra Agenda for Action of 2008.
This report is structured as follows: The first chapter is a review of the aid portfolio
during the 2007/08 financial year. Chapters 2 and 3 provide an overview of the domestic
and external debt portfolios, respectively, as of June 2008.
The Ministry of Finance would like to thank those development partners who provided
data for this report, and also those staff who dedicated their time to its completion. We
would also like to thank the United Nations Development Programme for providing
funding for the printing of this document.
All queries on the contents of the report should be addressed to Dr. Naomi Ngwira, Mr.
Stan Nkhata, Mr. Alfred Kutengule and Ms. Tiyamika Kanthambi on the address below:
Ministry of Finance,
Debt and Aid Management Division,
P.O. Box 30049, Lilongwe 3. Malawi
Tel No.: +265-1-789-355
Fax No.: +265-1-789-173

1

Aid refers to all concessional external financing, including both loans and grants.
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CHAPTER 1: AID DISBURSEMENTS AND DONOR
PORTFOLIO REVIEW
1.1

Overview

This chapter is a report on the foreign aid that Malawi received over the period July 2007
– June 2008. It is an improvement over the previous publications because it covers more
donors thereby permitting detailed analysis of aid flows. These improvements can be
attributed to the following achievements:
a) Improved aid information management- With assistance from UNDP, the
Ministry of Finance procured and implemented an aid information management
system in July 2008 known as the Aid Management Platform (AMP)2. AMP is a
web-based aid database for tracking, reporting, monitoring and planning
development activities. At the time of publishing this report, all the data from the
excel templates that are used to collect data on monthly basis had been migrated
into AMP, enabling more data analysis to be done using AMP.
With the installation of AMP, it is envisaged that implementers of donor funded
projects in Government will have access to the system through the Government
Local Area Network while donor agencies and all other stakeholders will be
accessing the system through the internet.
b) Extended data coverage - this report includes aid provided by the Irish Republic
and UNFPA. It is also expected that the next edition will report on support
provided by Iceland. USAID information presented in this report also includes aid
provided by the US Government through the US Treasury and other institutions,
providing a more complete picture of the foreign aid Malawi receives.
c) Development of DAS implementation guidelines - Ministry of Finance in
conjunction with Ministry of Economic Planning and Development established
sectors composition and operational boundaries which have contributed to the
refinement of analytical work done on the donor support by functional sector and
according to the themes of the Malawi Growth and Development Strategy
(MGDS).
1.2

Data Collection and Reporting

This report is based on the data that was provided by Malawi’s development partners.
However, provision of data continues to be problematic with most donors not routinely
providing disbursement information on time. Table 1.1 below summarizes the frequency
and timeliness in providing disbursement data and provides overall ranking of donor

2

AMP was conceptualized and developed by the Development Gateway Foundation as an essential tool for
achieving the objectives of the Rome and Paris Declarations on Aid Effectiveness.
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agencies based on their performance on timely submission of data. Donors are ranked
based on a scoring system. For each data return, donors earned 3 points per month for a
timely submission within two days of the deadline. They earned 1 point for providing
data later than this, and received no points for failing to provide responses altogether in a
given month. The Ministry of Finance made 8 requests for data during the 2007/08
financial year. With the above rating system, a donor that responded on time can expect
to get a maximum score of 24 points during this period.
Table 1.1: Timeliness of Donor Data Returns, 2007/08
Donor
GTZ
USAID
World Bank
ADB
DfID
KfW

Sendout 1 Aug
07
On time
On time
On time
On time
On time
On time

Sendout 2 Sept
07
On time
On time
On time
Late
On time
Late

Norway
UNDP
UNICEF
EU
WfP
FAO
WHO
JICA
CIDA

Late
Late
On time
On time
Late
Late
On time
Late
Not submitted
Late
Not submitted
Not submitted
Not submitted
Not submitted
On time
Late

Sendout 4 Nov
07
On time
On time
On time
On time
On time
Late

Sendout Sendout Sendout
Dec 07 Jan 08 Feb 08
On time
On time
On time
On time
On time
On time
Late
On time
On time
Late
Not submitted
On time

On time
On time
On time
On time
On time
On time
Late
Late
On time
Late
Not submitted Late
Not submitted Late
On time
On time

Sendout Mar
08
On time
On time
On time
On time
On time
On time

Sendout Apr
08
On time
On time
On time
On time
On time
On time

On time
Late
Not submitted Not submitted
Not submitted Late
Not submitted Late
Not submitted Not submitted
Not submitted Not submitted
Not submitted Not submitted
On time
On time

On time
Not submitted
Late
Late
Not submitted
Not submitted
Not submitted

Send out Send out
May 08
June 08
On time
On time
On time
On time
Late
On time

Total points
24
24
24
20
20
18

Late
On time
Late
Late
on time
Not submitted
Not submitted
on time
Late submission

Note: CIDA and JICA are not ranked using the same criteria as the other donors because they provide data
on quarterly basis
Source: Debt and Aid Division

GTZ, USAID and the World Bank are tied on rank 1 and have 24 points each for their
timely submission of data followed by DfID and ADB with 20 points each (Table 1.1).
There still exist problems in getting the returns from the UN agencies as shown in their
consistently low scores across agencies, except UNDP.
In addition to the monthly requests, donors were also assessed on the provision of
projected disbursements for the 2008/09 financial year. Some donors failed to provide
data on time for inclusion in the budget, and others did not provide at all, notably EU and
most of the UN agencies. Other donors, most notably DfID, provided monthly
information on time, but omitted annual projections for the 2008/09 financial year.
The failure of donors to provide information on time or failing to make any submission at
all led to a reduction in the comprehensiveness of the 2008/09 Government budget with
respect to aid. The result is that the 2008/09 budget is likely to contain a smaller
proportion of aid reported in Government documents than the 2007/08 budget. This is a
backwards step after two years of strong progress given that the Ministry of Finance has
significantly improved its performance in capturing donor funded projects and
programmes in the budget. Late submission of donor returns was especially disappointing
given the introduction of a Budget Calendar by the Ministry of Finance, designed to
increase the predictability and smoothness of the budgeting process.
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16
16
11
10
7
1
1
No Rating
No Rating

Late monthly returns have also caused difficulties in monitoring the IMF supported
Poverty Reduction and Growth Facility (PRGF). While performance on the programme
has been strong in recent years, aid information continues to be a constraint to both the
Ministry of Finance’s reporting to the IMF and to the Government’s attempts to agree an
accurate PRGF framework with the IMF. In both instances, untimely and inconsistent
provision of information leads to the Ministry requiring in-year adjustments to targets or
having difficulty managing its cash flow to ensure that borrowing and spending remain
within the limits defined by the PRGF programme. The Ministry of Finance will adopt a
more serious approach to rectifying this problem beginning in the 2008/09 financial year.
The Debt and Aid Management Division (DAD) will assign an officer to address this
issue to ensure better information flow between stakeholders. Development partners will
be required to nominate data focal points who will work in collaboration with their
counterpart in DAD.
1.3

Distribution of Disbursed Aid

1.3.1

Aid by Development Partner

In the 2007/08 financial year, the disbursements on donor funded projects and
programmes amounted to K 76.3 billion, an increase of K13.7 billion from K62.6 billion
reported in 2006/07 financial year. This is largely due to the increase in the volume of
support provided by almost all donors. The increased coverage of donors in this report
accounts for K1.7 billion of the increase. Table 1.2, overleaf, shows support by
development partners.
As was the case in 2006/07 Financial Year, DfID disbursed the largest volume of aid with
disbursements amounting to K18.4 billion. DfID’s share of total disbursements to Malawi
has declined from 26% of 2006/07 FY to 23%, although the volume of DfID’s support
has increased by K 1.9 billion. Of the total DfID support in 2007/08 FY, K75 million was
disbursed in the form of humanitarian aid.
The second largest donor is the International Development Association (IDA) of the
World Bank, replacing Norway which was the second largest donor in 2006/07 FY. The
World Bank disbursed K11.2 billion compared to K 6.3 billion disbursed in 2006/07 FY.
The increase in support emanates from disbursements of the existing loans and grants and
the disbursement of K2.8 billion ($20 million) under the Poverty Reduction Credit
facility, which is budget support for the implementation of MGDS. The EU and Norway
disbursed K10.9 billion and K9.7 billion, respectively, followed by USAID and the UN
system with K7.9 billion and K7.8 billion, respectively.
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Table 1.2: Disbursed Aid by development Partner, 2007/08 FY
Actual Disbursements 06/07
Donor
DfID
World Bank
EU
Norway
USAID
UN System
UNICEF
UNFPA
WFP
UNDP
FAO
WHO
ADB
GTZ
JICA
CIDA
Ireland
KFW
Total
Of which
humanitarian aid
DfID
EU
WFP
Total

MWK
16,370,155,476
6,254,248,402
8,507,084,917
8,636,581,618
5,052,439,387
7,331,976,213
2,249,166,835

US$
117,935,632
44,926,221
61,104,104
62,182,116
36,290,677
52,706,618
16,169,430

3,867,218,117
858,090,889
293,326,615
64,173,755
3,977,997,976
1,208,781,904
2,465,064,403
1,862,980,325

27,794,236
6,175,195
2,107,675
460,081
28,587,375
8,704,549
17,709,056
13,393,106

928,115,350
62,595,425,971

6,670,732
450,210,186

1,386,988,741

9,981,944

3,867,218,117
5,923,572,199

27,794,236
42,569,171

Actual Disbursements 07/08
Proportion of
Proportion
Total
MWK
US$
of Total
MWK
26.15
18,412,619,066
131,284,747
24.12
9.99
11,236,104,291
80,165,252
14.72
13.59
10,936,941,358
77,953,179
14.33
13.80
9,747,429,674
69,546,626
12.77
8.07
7,904,734,796
56,339,994
10.35
11.71
7,839,418,524
55,883,902
10.27
3.59
3,815,768,030
27,214,016
5.00
1,310,462,261
9,329,204
1.72
6.18
1,191,855,106
8,484,883
1.56
1.37
1,166,300,677
8,322,188
1.53
0.47
224,851,648
1,605,078
0.29
0.10
130,180,803
928,533
0.17
6.36
3,545,876,136
25,270,392
4.64
1.93
2,540,752,928
18,104,550
3.33
3.94
2,218,141,987
15,784,000
2.91
2.98
1,098,681,836
7,829,450
1.44
442,862,411
3,152,088
0.58
1.48
418,497,816
2,985,904
0.55
100.00
76,342,060,824
544,300,083
100.00

74,978,486
109,489,643
701,624,085
886,092,214

Projected Disbursements 08/09
US$
15,044,530,222
12,173,457,874
4,963,248,098
6,664,239,322
10,785,111,428
13,457,945,737
4,163,005,910
0
6,223,211,180
3,071,728,647
0
0
7,208,618,140
719,651,418
2,316,566,272
1,668,519,701
0
1,667,376,979
76,669,265,191

535,055
779969.67

4,995,257
6,310,282

Source: Debt and Aid Division
Note: All USAID data in this report includes disbursements made by other US Government agencies to support Malawi.
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107,079,955
86,645,000
35,326,087
47,432,950
76,763,397
95,787,386
29,630,336
0
44,293,917
21,863,133
0
0
51,307,585
5,122,143
16,490,364
11,875,746
0
11,867,612
545,698,225

Proportion of Total
19.62
15.88
6.47
8.69
14.07
17.55
5.43
0.00
8.12
4.01
0.00
0.00
9.40
0.94
3.02
2.18
0.00
2.17
100

Bilateral partners accounted for 59% of the disbursements to Malawi in 2007/08 FY
while the remainder was provided by the multilateral donors. Bilateral donors include the
Governments of the United Kingdom through DfID, Norway, Germany through KFW
and BMZ, United States (largely through USAID), Japan through JICA, Canada and
Ireland. DfID provided 38% of the bilateral aid followed by Norway with a share of 21%
and USAID with a contribution of 17%.
The multilateral donors/creditors are World Bank, ADB, EU and the UN system. The
World Bank accounted for 34% of the multilateral disbursements in 2007/08 FY followed
by EU with 33%. The UN and ADB accounted for 22% and 11%, respectively.
1.3.2

Aid by Sector

This section analyses aid received in 2007/08 FY on the basis of the new functional
sectors that have been adopted by the Government. Unlike in the previous Debt and Aid
reports, budget support is omitted from the analysis, as it is an aid modality and is not
support to a specific sector. Therefore, the results of this analysis are not directly
comparable with those of previous years.
As in the previous financial year, donors disbursed most of the aid to the health sector in
2007/08 FY, with a share of 30.8% of total disbursements (graph 1). With the new sector
definitions, HIV/AIDS now falls under the health sector and this partly explains the
increase in share of volume of aid from 20.6% in 2006/07 FY to 30.8%.
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Graph 1: Donor allocations by sector
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Economic Governance

1.4%
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Gender, Youth Development and Sports
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30.8%

0.2%

Trade, Industry and Private Sector Development

5.8%
2.0%

Vulnerability, Disaster and Risk Management
Water, Sanitation and Irrigation

The Governance sector accounted for 16.3% of total disbursements in the period under
review. Out of this proportion, 13.2% was disbursed in support of economic governance
while the remainder was for democratic governance3. The Education and Agriculture
sectors received 12% and 10.4% of the disbursed aid, respectively. As was the case in the
previous financial years, the Trade, Industry and Private Sector Development sector
received a small proportion of the total aid, just 1.3% (graph 1).
Despite the new sector definitions, the patterns of disbursements remain similar to those
reported in the previous debt and aid annual reports. Most of the economic growth
sectors, except agriculture, remain relatively under funded by development partners.
1.3.3

Aid by MGDS Theme

This section is a review of donor disbursements by MGDS themes of Sustainable
Economic Growth, Infrastructure Development, Social Development, Good Governance
and Social Protection. This is done by mapping the functional sectors into the applicable
MGDS themes (see appendix to this report). As discussed above, budget support is
3

Previously governance was not disaggregated into two components.
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omitted from the analysis, and so the results below are not comparable with those
reported in the previous debt and aid reports.
Graph 2 below shows that Social Development received the largest share of aid as it did
in 2006/07 FY. It received 44.8% of the disbursements in 2007/08 FY while Sustainable
Economic Growth and Good Governance accounted for 27.4% and 21.3%, respectively.
Social Protection is the least funded MGDS theme as it received 1.4% of the disbursed
aid. In 2006/07 FY, infrastructure was the least well-funded theme, but in 2007/08 FY it
received 5.2% of the disbursed aid.
If those donors that are not currently covered in this report were included, it is likely that
the share of aid to social development would rise through the contribution of the Global
Fund. The absolute volume of aid for infrastructure would also increase through the
disbursements on the various projects funded by the Arab donors (BADEA, Kuwait Fund
and the OPEC Fund) which are the main creditors supporting infrastructural development
in the roads sector.
Graph 2: Donor Disbursements by MGDS theme

21.3%
27.4%

5.2%

1.4%

44.8%

Sustainable Economic Growth

1.4

Social Protection

Social Development

Infrastructure

Good Governance

Aid Effectiveness

This section looks at the effectiveness of Aid as defined according to the principles and
indicators associated with the Paris Declaration on Aid Effectiveness (2005) and its
successor, the Accra Agenda for Action (2008). Aid effectiveness is assessed on the basis
of the modalities in which donors deliver aid to Malawi, namely: the predictability of
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total aid and by different modalities; and the proportion of aid channelled through
national budget execution procedures.
1.4.1

Support by Aid Modality

Table 1.3 below, shows the distribution of aid received in 2007/08 FY by both donor and
by Aid modality. There are three modes of aid delivered, namely budget support, pooled
funding and project support.
a)

General Budget Support

The Government prefers that an increasing proportion of aid should be delivered in the
form of sector budget support and general budget support (GBS). However, as in the
previous years, most of the aid, that is 67%, was delivered in the form of project support
in 2007/08 FY (table 1.3). The Government received GBS amounting to K13.3 billion in
2007/08 FY, accounting for 18% of total disbursements. This is an increase compared to
2006/07 FY when 16% of aid was provided in the form of GBS. The proportion of aid
delivered as budget support would have been higher if the National Assembly had
approved the budget support loan from the African Development Bank in time to allow
for disbursements to be made during the fiscal year under consideration.
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Table 1.3: Development Support by Aid Modality, 2007/08
Modality
Budget Support

Pooled Funds

Project Support

Donor
DFID
EU
World Bank
Norway
Total
DFID
Norway
World Bank
Total
EU
USAID
World Bank
UN System
UNICEF
UNFPA
UNDP
WFP
FAO
WHO
DFID
Norway
ADB
BMZ
JICA
CIDA
Irish Aid
KfW
Total

Grand Total

Kwacha
6,223,454,791
2,708,386,124
2,802,648,001
1,578,798,014
13,313,286,930
7,049,719,824
3,822,866,513
580,199,465
11,452,785,803
8,119,065,591.00
7,904,734,795.76
7,853,256,826.00
7,137,794,440.44
3,815,768,030.05
1,310,462,260.78
1,166,300,677.67
490,231,020.83
224,851,647.61
130,180,803.50
5,064,465,963.97
4,345,765,147.00
3,545,876,136.00
2,540,752,928.00
2,218,141,987
1,098,681,836.00
442,862,411.00
418,497,816.00
50,689,895,878
75,455,968,610

($)
Proportion
44,411,248
19,307,356
20,000,000
11,274,554
94,993,158
50,262,822
27,307,552
4,150,000
81,720,374
57,865,853
56,339,994
56,015,252
50,888,645.00
27,214,016
9,329,204
8,322,188
3,489,626
1,605,078
928,533
36,075,622
30,964,519
25,270,392
18,104,550
15,784,000
7,829,450
3,152,088
2,985,904
361,276,269
537,989,802

18

15

67
100

Notes: Excludes humanitarian aid
Source: Debt and Aid Division

Provision of budget support signals confidence of donors in the Government’s economic
management regime. Graph 3 below indicates that the proportion of aid delivered through
General Budget Support has been increasing since 2006/07 FY. The high proportion of
budget support in 2005/06 is illusory. It included disbursements from DfID and the
European Union to alleviate the effects of the food crisis that Malawi experienced in that
year.
The proportion of aid delivered as budget support is expected to increase further in
2008/09 FY and in subsequent years. It is expected that that new donors such as the
Governments of Germany and Ireland will begin providing budget support in the future.
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Graph 3: Budget Support as a Proportion of Total Aid 2005/06 - 2008/09
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b)

Pooled or Basket Funding

There are also improvements in the delivery of aid through sector budget support, though
at different rates in different sectors. The health sector (encompassing health and
HIV/AIDS) receives aid in the form of pooled funding from some donors in support of
the Health Sector Wide Approach (SWAP) and the strategic response to HIV/AIDS.
Some development partners also contribute to the pooled fund in support of the
Agriculture Inputs Subsidy programme. These pooled arrangements accounted for 15%
of total disbursements in 2007/08 FY (table 1.3). This is lower than in the previous
financial year, when pooled funds accounted for 25% of aid. However, this proportion is
higher than that of 2005/06 FY, when only 12% of aid was disbursed in the form of
pooled funds.
The World Bank is expected to withdraw from the Health SWAP pooled fund. It is not
immediately clear whether this reduction will be compensated for by the other donors.
Against this, it is expected that SWAPs or Programme Based Approaches in education
(the National Education Sector Programme), agriculture (the Agricultural Development
Programme) and Water and Sanitation will lead to the first instances of pooled funds or
sector budget support in these sectors within the next two fiscal years.
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1.4.2

Aid in support of Programme Based Approaches

The analysis of aid by pooled funding as discussed above does not present the full picture
since some project support is provided within the context of a sector-wide approach or
programme based approach (PBA). This kind of project support is preferable to standalone project support, often conceived outside of any coherent framework for sector
development.
Table 1.4, below, shows the proportion of aid that was disbursed in support of
Programme Based Approaches (PBAs) in 2007/08 FY. The table is not comparable with
table 3 above or other tables in this report because it uses some aid data not collected by
the Debt and Aid Management Division4. For example, the figures for UNICEF and
‘other discrete donor’ support to the Health SWAP in table 1.4 below were taken from
the 2008 Health SWAP Joint Sector Review. This data is used in this section together
with the data collected by DAD as discussed above to analyse the extent to which donor
support is part of a coherent sector programme.
Table 1.4: Aid in Support of Programme-Based Approaches, 2007/08
Programme Base Approach Donor
DfID
Budget Support
EU
Norway
World Bank
Total
DfID (pooled)
Health SWAP
Norway (pooled)
ADB (project)
UNICEF (project)*
Other Discrete Donors*
Total
World Bank
NAC Funding
DfID
Norway
Total
Agricultural Inputs Subsidy DfID
Norway
Total
Grand Total

Proportion of Total
Value of Support (K) Value of Support ($) Support (%)
6,223,454,791
44,411,248
2,708,386,124
19,307,356
1,578,798,014
11,274,554
2,802,648,000
20,000,000
13,313,286,929
94,993,158
18
5,415,477,970
38,625,571
2,787,955,805
19,904,910
311,805,650
2,227,951
239,000,000
1,703,541
105,000,000
748,418
8,859,239,424
63,210,391
12
580,199,465
4,150,000
562,009,121
4,000,640
776,124,102
5,551,603
1,918,332,688
13,702,243
3
1,072,232,733
7,636,611
258,786,607
1,851,039
1,331,019,340
36,892,137
2
25,421,878,381
192,643,727
34

Notes: Excludes humanitarian aid.
* These figures are taken from the 2008 Health SWAP Joint Sector Review presentation on Financing, and
converted to dollars using the RBM Annual Average Exchange Rate for 2007/08 of 140.296. As such these
totals should not be expected to precisely tally with other totals within this report. From the next edition of
this report, support to PBAs will be measured entirely from donor returns.

Though the data remains incomplete, table 1.4 demonstrates that the proportion of aid
that is administered in accordance with a coherent sector plan is 34%, which is 1% higher
4

In table 1.4 above, the figures for UNICEF and ‘other discrete donor’ support to the Health SWAP were
taken from the 2008 Health SWAP Joint Sector Review.
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than the combination of the shares of budget support and pooled funding that is reported
in table 1.3 above. This proportion would be much higher, if complete data on support to
PBAs for KfW, the US Government (through the Centre for Disease Control), the UN
System and other donors was available. These donors provide project-based support to
the Health and HIV/AIDS programme based approaches.
1.4.3

Predictability of Aid Flows

A central aspect of the Paris Declaration and the Accra Agenda for Action is the need for
aid to be more predictable to facilitate Government planning and budget execution and
hence deepen national ownership. In other words, donors have to provide full and timely
information on their aid operations to enable the Government to record all aid flows in
the budget estimates and accounting systems.
a)

Predictability of Project Support

Graph 4 below shows the variance between the volumes of projected disbursements by
each donor for 2007/08 FY and the actual volume disbursed over the year. A zero value
of variance indicates that a donor had disbursed 100% of what was projected and reported
to the Ministry of Finance at the beginning of the period under review. Positive variance
denotes higher actual disbursements than was projected, while negative figures denote the
opposite.
As in previous years, donor performance on submitting projections of project support to
the Ministry of Finance has been less satisfactory. Only one donor, UNICEF, was able to
disburse funds within plus and minus 10% of the projections provided to the Ministry of
Finance at the beginning of the 2007/08 fiscal year (graph 45). The next best performance
was an under-disbursement of 21% by Norway. This performance is lower than in the
previous year when three donors provided projections within the 10% band. It is lower
than the performance of 2005/06 FY when four donors provided accurate projections,
albeit the analysis did not focus on project support in that year.

5

A table demonstrating each donor’s predictability for project support and all support is included in the
appendices in tables 4 and 5, respectively.
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Graph 4: Predictability of Project Support, 2007/08
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The extremes of donor performance are also greater in 2007/08 FY than they were in
2006/07 FY when only two donors provided projections that turned out to be more than
50% inaccurate either way. In 2007/08 FY, four donors provided such projections. Such
poor performance may not be blamed solely on the donors. In some cases, the
Government’s failure to meet conditions or make disbursement requests on time may
contribute to this. However, it is clear that there are systematic problems with project
management when performance has been less satisfactory in all three years for which
data exists. A much more in-depth study of this problem is required to draw firm
conclusions, but it seems that poor planning processes are a central reason for poor
predictability, judging by the frequency with which projections are revised by donors
after their initial provision for budgeting purposes.
b)

Predictability of Budget Support

Predictability of budget support and pooled funds demonstrated a similar pattern to that
observed in 2006/07 FY. Table 1.5 below provides information on the predictability of
budget support and pooled funding by donor in 2007/08 FY.
The predictability of budget support was strong for DfID, Norway and the World Bank
which disbursed the projected volume of budget support (table 1.5). The timing of all
disbursements from DfID and the World Bank was as projected. The Norwegian
Government had planned to disburse NoK 40 million in quarter 1 of 2007/08 FY, while
the disbursement was actually made in quarter 2 due to delays in passing the budget by
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the National Assembly. However, the other remaining tranche of NoK 20 million was
disbursed in quarter 3 as scheduled.
EU budget support figures show a negative variance of 24% because only €12 million
was disbursed than the projected amount of €17 million (table 1.5). This was due to
Government delays in meeting conditionalities to which disbursements were tied. As a
result, the variable tranche of the EU budget support was only partly disbursed. That said,
conditionality is an issue that needs further analysis. Some conditionalities are unduly
burdensome and compromise Government’s ability to access funding as scheduled. For
example, the variable tranche from EU was disbursed on the last day of the
Government’s financial year, 30 June 2008. In the future, Government and the EU will
need to jointly ensure that all paperwork and administrative requirements are completed
in good time to ensure that resources can be disbursed and used in the year they were
scheduled for.
The ADB figures show a negative variance of 100% since the projected amount of
UA14.9 million was not disbursed as scheduled (table 1.5). This was due to the failure of
Parliament to ratify the loan agreement in time for the scheduled disbursement.
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Table 1.5: Predictability of Budget Support and Pooled Funding, 2007/08
Modality

Donor
DfID
Budget Support
EU
Norway
ADB
World Bank
DfID
Health SWAP
Norway
World Bank
DfID
NAC
Norway
World Bank
Agricultural Inputs DfID
Norway
Subsidy

Currency
GBP
Euro
NoK
UAC
USD
GBP
NoK
USD
GBP
NoK
USD
GBP
NoK

Q1

Projection
Q3

Q2
22,000,000
8,000,000
40,000,000

20,000,000
14,900,000
20,000,000
No quarterly projections provided
52,500,000
No quarterly projections provided
No quarterly projections provided
30,000,000
2,000,000
3,500,000
3,795,240
10,000,000

Q4

Actual
Total
Q1
Q2
Q3
Q4
Total
22,000,000
22,000,000
22,000,000
17,000,000
12,865,648
9,000,000
8,000,000
60,480
4,805,168
60,000,000
40,000,000
20,000,000
60,000,000
14,900,000
20,000,000
20,000,000
20,000,000
19,267,120
19,267,100
7,920,300
8,040,500
3,306,320
52,500,000
105,000,000
67,500,000
105,000,000
37,500,000
10,000,000
2,000,000
2,000,000
2,000,000
30,000,000
30,000,000
30,000,000
9,000,000
4,150,000
4,150,000
3,500,000
3,795,240
3,869,120
3,795,240
73,880
10,000,000
10,000,000
10,000,000

Source: Debt and Aid Division
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Variance
(24)
(100)
0
(100)
(54)
2
-

c)

Predictability of Pooled Support

Both DfID and Norway performed strongly again under the health SWAP, NAC and
Input Subsidy arrangements since they disbursed all the supported that was projected at
the beginning of the financial year (table 1.5). However, the variance was substantial for
the World Bank since no disbursements were made against the projected amount under
the Health SWAP, leading to 100% under-disbursement. Similarly, according to the
Health SWAP Joint Sector Review for 2008, the Global Fund pledged US$ 32.9 million
in 2007/08 FY, but disbursed only $1.9 million, which is an under-disbursement of 94%.
The World Bank also made an under-disbursement under the NAC funding, leading to a
variance of 54%.
1.4.4

Provision of Inconsistent Projection Data to Stakeholders

Another aspect of predictability is the need for donors to provide the same data to
different stakeholders. Some donors provide different data to the Ministry of Finance to
what is provided to the International Monetary Fund during missions to monitor the
macroeconomic programme. This has implications for the quality of Government’s
macroeconomic planning. It is difficult to achieve development targets when they are
based on a set of conflicting or unclear information. In some cases, Government has been
required to negotiate revised targets, partly due to this.
It is also observed that the information that donors provide to sector Ministries are often
significantly different to those provided to the Ministry of Finance. This causes problems
in budgeting. In many cases, long negotiations between central and sector negotiations
are required to resolve inconsistencies in data on Part 1 funding for inclusion in the
budget. Furthermore, projects may be reported in different formats with different
breakdowns or under different names to different ministries, which can lead to double
counting of projects or certain project activities being omitted from the budget altogether.
1.4.5

Use of Government Systems

The Paris Declaration puts emphasis on the importance of donors using Government
systems, once they are deemed to be robust. The Accra Agenda for Action (AAA) goes
even further, calling on donors to make use of Government systems as the default option
in order to strengthen them.
a)

Reporting Aid on the budget

Graph 5 illustrates one aspect of use of Government systems, that is, reporting aid on the
budget. Performance of development partners on the use of Government budget
execution system is mixed. Of the development partners covered in this report, only 7
donors disbursed at least 65% of aid through the budget; one donor (UNICEF) disbursed
less than 10% through the budget while the other donors did not (graph 5). All the
disbursements from the World Bank were recorded on the budget in 2007/08 FY. ADB
would also have achieved 100%, but for one project being aid for a non-voted institution.
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The World Bank and ADB follow procedures that make reporting aid on the budget
inevitable as the financing agreements are ratified in the National Assembly.
On the other hand, some of the donors are currently unable to channel funds through the
budget, including JICA and USAID. It is imperative that Government should engage
more comprehensively with these donors so that their support to GoM is reported on the
budget as is the case with the other donors.
Poor performance by donors against the criterion of recording aid on the budget may also
reflect failure to in provide planned disbursement information to the Ministry of Finance
for budgeting purposes. DfID, FAO, UNICEF, Norway and UNDP disbursed funds for
projects that would have been recorded in the budget had projections been provided to the
Ministry of Finance earlier in the year. In the absence of projections for inclusion in the
budget, the affected projects are all counted as outside the budget.
Graph 5: Proportion of Aid using Budget Execution Procedures
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b)

Use of parallel Project Implementation Units

Another indicator of the use of Government systems is the use of parallel Project
Implementation Units (PIUs) by development partners to implement aid programmes. A
parallel PIU is one that is set up outside of Government systems, with Terms of
Reference and salary structures normally set by the donor agency. The Paris Declaration
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and the Development Assistance Strategy both seek to reduce the use of PIUs, which
contribute to the stagnation of Government capacity, as capacity to implement
development programmes and manage resources effectively depend partly on learning by
doing and experience. Further, the more fragmented the implementation of projects, the
more difficult coordination of an aid portfolio is.
Table 1.6 below shows the number of PIUs active in Malawi in the 2006/07 financial
year, using information collected for the 2008 Survey on Monitoring the Paris
Declaration. In future years, the Ministry of Finance will collect data on PIUs regularly,
and in the next Debt and Aid Annual Report, should be in a position to report on the
number of PIUs by donor and by sector.
Table 1.6: Number of Parallel Project Implementing Units (PIUs) by Donor, 2006/07
Donor
US Government
ADB
European Commission
United Nations
Canada
World Bank
DfID
IFAD
BADEA
Japan
Germany
Global Fund
Norway / Sweden
Total

Number of PIUs
20
9
7
4
4
3
2
2
0
0
0
0
0
51

Source: 2008 Survey on Monitoring the Paris Declaration (OECD, 2008)

The figure of 51 PIUs is likely to be an underestimate of the number of parallel PIUs in
existence in Malawi. However, this represents a significant proportion of aid funded
programmes, of which around 300 are active in a given year in Malawi. While USAID,
the ADB and some other donors provided the Ministry of Finance with comprehensive
information on PIUs in preparation for the OECD Survey, a number of donors did not,
thereby making verification of their returns difficult. With the Ministry of Finance now
routinely collecting such information, including from some donors not covered by the
OECD survey, reporting in future years is likely to be more accurate.
To achieve improvements in Government capacity to implement and manage
development programmes more of aid resources need to be managed by line Ministries
directly or by implementing units under the direct supervision of line ministries.
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1.4.6

Fragmentation of Aid

International discourse on aid effectiveness places great emphasis on the coherence of aid
programmes and the possibility of using division of labour among donors to reduce
fragmentation of these programmes. The aim is to maximize the value for money of aid
through specialization and reduced transactions costs.
Table 1.7 overleaf shows the extent to which development partners are spreading their
resources across a number of sectors and the number of donors each individual sector
must deal with. In theory, a donor being involved in a number of sectors, or a sector
being supported by a number of donors is not in itself a problem. With effective
Government leadership, strong harmonization of procedures and alignment to a defined
programme of work it should be possible to ensure that support is coordinated, effectively
implemented and simple for Government to administer. This could be achieved through a
Programme Based Approach. However, in practice, few sectors benefit from such strong
leadership, and the proliferation of donors in each makes such coordination more
difficult; accommodating PFM, procurement and strategic concerns of many different
donors is more difficult than coordinating a few donors to support a PBA.
Table 1.7 shows that seven of the seventeen donors covered in this report are involved in
eight or more of the sixteen sectors. The most crowded sectors are, unsurprisingly, health,
education and economic governance with twelve donors each. Many of these donors
provide small amounts of funding, less than $2 million each year into a pooled fund or
separate project account. In economic governance and health, four donors provided less
than $2 million in 2007/08 FY. In education, three donors provide less than $2 million,
and of these, the UNFPA provided less than $100,000 while JICA provided less than
$200,000. Even if this does not reduce sector effectiveness, it is unlikely to be efficient.
The donors that are most widely spread across sectors are UNDP (often providing smaller
amounts of resources), Norway and USAID, being active in twelve, eleven and ten
sectors, respectively.
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Table 1.7: Distribution of Disbursed Aid by Donor and Sector, 2007/08 (US$ 000s)
ADB
1,861
4,226
7,902

CIDA
1,795
4,502
-

Water, Sanitation and Irrigation
Environment, Lands and
Natural Resources
Public Administration
Roads, Public Works and
Transport
Democratic Governance
Gender, Youth Development
and Sports

8,404
1,377

Integrated Rural Development
Vulnerability, Disaster and Risk
Management
Trade, Industry and Private
Sector Development
ICT and R&D
Energy and Mining

Health
Economic Governance
Education
Agriculture

Tourism, Wildlife and Culture
Total

DfID
8,719
19,057
8,312

EU
3,453
13,701
14,844

44

-

-

929

3,721

4,981
1,064

-

-

216
3,430

-

559

1,500

FAO
1,594

GTZ
4,878
3,555
4,501
-

Ireland
3,152
-

JICA
3,754
210
176
78

KFW
1,448
1,451
-

Norway
4,343
4,127
4,955
8,599

UNICEF
15,847
1,097
3,369
-

UNDP
229
1,966
45

UNFPA
9,030
79
-

USAID World Bank
29,560
(38)
11,977
4,355
3,626
5,208
250

WFP
3,490
-

WHO
Pooled Funds
929
72,233
-

Total
138,534
59,291
53,786
46,832

-

-

7,364

-

1,564

2,215

-

-

-

15,653

-

-

-

35,256

-

766

-

-

-

1,758
3,721

-

363
2,198

-

7,561
2,889

11,405
6,000

-

-

-

26,068
22,665

14,344
145

-

4,405

-

2,854
-

-

903

-

543

-

4,299

3,384
-

-

-

-

20,798
13,724

-

-

-

-

-

-

-

2,329

220

-

-

-

-

-

8,800

-

-

5,894

-

-

-

576

-

-

-

-

-

8,661

-

-

619

-

-

-

-

-

-

4,995

-

-

6,256

-

-

173
-

220
-

-

-

-

45
728

-

-

5,659
1,376
1,098

25,270

7,829

86,873

58,646

1,605

18,105

3,152

11

15,784

87

4,411

1,280

164

-

441

-

-

-

275

269

-

98

-

-

-

185
434
370

-

1,317
942
-

3,719
-

-

2,986

353
58,272

27,214

9,329

148
56,340

60,165

8,485

8,322

929

72,233

Source: Debt and Aid Division
Note: This data includes humanitarian aid, but excludes budget support, in line with the new sector classifications set in the DAS Implementation Guidelines.
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502
449,307

Fragmentation may impose a serious strain on sectoral capacity in the absence of a
Programme Based Approach or SWAP. With so many individual donors to deal with,
sectors spend more time on dealing with different donor procedures and managing
distinct project portfolios, often without an effective mechanism for coordinating donor
actions. The precise amount of duplication or waste that results from this kind of
fragmentation needs to be analysed in more depth in a dedicated report. However, as a
starting point for improving aid effectiveness within sectors, the number of donors may
be rationalized, and each donor may wish to focus on providing more and better quality
aid to fewer sectors.
1.5

Aid Dependency Indicators

This section provides a basic analysis of Malawi’s dependency on aid using simple
indicators which relate the amount of disbursed aid to some macroeconomic variables. In
order to ensure international comparability, Table 1.8 presents aid dependency indicators
based on those used by the World Bank in the World Development Indicators report.
Table 1.8: Selected Aid Dependency Indicators for Malawi, Time Series
Aid/Nominal GDP(%)
Aid/Real GDP(%)
Aid/Total Government
Expenditure(%)
Aid/Total imports(%)

2004/05
11
13

2005/06
16
16

2006/07
14
16

2007/08
17
21

22
34

22
34

29
34

29
44

Notes: Excludes humanitarian aid
Source: Debt and Aid Division, National Statistics Office

Malawi’s aid per capita is relatively low at $0.49 compared to $0.77 in Mozambique and
$1.22 in Zambia (World Development Indicators, 2006). However, although a longer
time series is not yet available, the analysis of aid as a proportion of nominal GDP
indicates that there has been a broadly upward trend in the ratios since 2004/05. The
proportion of aid to nominal GDP was 17% in 2007/08 FY compared to 11% in 2004/05
FY.
The proportion of aid to total government expenditure remained constant at 29% in the
last two financial years. Nonetheless, for 2004/05 and 2005/06 the proportion was at 22%
– indicative again of a broadly upwards trend. It is envisaged the proportion will fall in
coming years as the domestic revenue base expands. Aid as a proportion of imports is
also relatively high in Malawi and has risen by 10% in 2007/08 FY after being stable at
34% for the previous 3 years, largely a result of the increasing pace at which
development support is increasing in Malawi.
Increases in aid are a sign that donors are recognizing sound economic management in
accordance with the commitments made in the Paris Declaration. It is likely that in the
short run aid will further increase. However, with continued economic growth and an
increasing domestic revenue base, the dependence on aid will decline slowly over time.
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CHAPTER 2: EXTERNAL DEBT PORTFOLIO REVIEW
2.1

Purpose of Portfolio review

This chapter presents the external debt portfolio review for the year 2007/08 FY. It
analyses trends in Malawi’s external debt stock as of end-June 2008 compared to June
2007. Debt is analysed in terms of composition by creditor category, borrower category,
currency composition, and maturity structure. Debt flows are also analysed.
2.2

Trends of debt stock

The disbursed outstanding debt (DOD) stock amounted to US$585.5 million in June 2008
compared to US$ 531.9 million recorded in June 2007, representing an increase of 8.8%.
The increase in debt stock is mainly due to loan disbursements made during the year. Fig
2.1 below shows the trends in the debt stock in the period December 1999 to June 2008.
Malawi’s external debt stock was reduced significantly in 2006 due to debt cancellation
under the Heavily Indebted Poor Countries (HIPC) Initiative and Multilateral Debt Relief
Initiative (MDRI). These initiatives reduced the outstanding debt stock from US$2,970
million as of end-2005 to US$488 million in 2006. The increase in debt levels after 2006
have been moderate.
Figure 2.1: Total Debt Stock in US$ million: 1999-2008
Total Disbursed Outstanding Debt

Debt amount in US $ million

3500
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Source: Debt and Aid Management Division; Ministry of Finance

22

2.3

External debt stock by creditor category

At the end of June 2008, multilateral debt constituted the largest proportion of the total
debt stock compared to the bilateral debt (Figs. 2.2 and 2.3), as was the case in June
2007. Multilateral debt amounted to US $522.4 in June 2008, representing 89% of the
total debt stock while bilateral debt amounted to US $ 63.2 million. By June 2008, the
remaining6 commercial debt to Nederlandse Financierings Maatschappij (FMO) of the
Netherlands was fully repaid. In June 2007, the multilateral, bilateral and commercial
creditors accounted for 90.6%, 9.3%, 0.1%, respectively of the US$531.9 debt stock.
Figure 2.2: DOD by creditor category in June 2008 (%)
DOD by Creditor Category - June 2008

Commercial
0.0%

Bilateral
10.8%

Multilateral
89.2%

Source: Debt and Aid Management Division; Ministry of Finance

6

Most of the commercial debt was cancelled by the Paris Club creditors

23

Figure 2.3: DOD by creditor category in June 2007 (%)
DO by creditor category June 2007

Bilateral
9.3%

Commercial
0.1%

Multilateral
90.5%

Source: Debt and Aid Management Division; Ministry of Finance

2.4

Analysis of multilateral debt by creditor

Malawi owes multilateral debt to the multilateral creditors: African Development Bank
Group, IDA under World Bank, BADEA, EIB, IFAD, IMF, NDF and OPEC. Of the
listed creditors, IDA remains the largest creditor accounting for 37 %, followed by AfDB,
IFAD, and IMF with share of 17.6%, 14.2%, and 10.4% respectively. Comparing June
2008 and June 2007, the analysis shows that there has been increase in proportion of debt
owed to the multilateral creditors, in particular debt owed to IDA, ADF and IMF (Figs
2.4 and 2.5).
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Figure 2.4: Multilateral Debt in June 2008
Multilate ral De bt by Cre ditor - June 2008
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Source: Debt and Aid Management Division; Ministry of Finance

Figure 2.5: Multilateral Debt in June 2007
Multilate ral De bt by Cre ditor - June 2007
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16.2%
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ADB
1.8%

ADF
13.3%

Source: Debt and Aid Management Division; Ministry of Finance

For ADF and IDA, the debt stock has increased by US$ 28.6 and US$ 26.4 million in
nominal terms respectively. Debt owed to IMF has increased from US$ 30.7 million to
US $ 54.5 million representing an increase of 77%. The increase in multilateral debt is on
account of disbursements on ADF and IDA project loans and Poverty Reduction Growth
Facility loan of the IMF. Debt owed to EIB declined significantly from US $78 million to
US $ 28.6 million as a result of debt relief under HIPC initiative. Correspondingly, EIB’s
share of debt dropped from 16.2% in June 2007 to 5.5% in June 2008.
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2.5

Analysis of bilateral debt by creditor

Currently, all the bilateral debt stock is owed to two Non Paris Club creditors, namely the
Kuwait Fund and Taiwan. This follows 100 % debt stock cancellation by the Paris Club
creditors after Malawi reached the HIPC Completion Point in August 2006. In June 2008,
bilateral debt stock amounted to US $ 63.2 million compared to US $48.9 million that
was recorded in June 2007. The increase emanated from more loan disbursements by
Taiwan and the Kuwait Fund compared to repayments.
Most of the bilateral debt is owed to the Kuwait Fund which accounted for of 66% of
bilateral debt while 34% is owed to Taiwan (fig 2.6). The proportion of debt owed to the
Kuwait Fund is lower than in June 2007 when it accounted for 75% of bilateral debt. This
is mainly on account of the higher disbursements by Taiwan in support of the KarongaChitipa road project compared to the disbursements by the Kuwait Fund.
Figure 2.6: Composition of bilateral debt in June 2008 (%)
Bilateral Debt by Creditor - June 2008

Taiw an
34%

Kuw ait
66%

Source: Debt and Aid Management Division; Ministry of Finance
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Figure 2.7: Composition of bilateral debt in June 2007 (%).
Bilate ral Debt by Cre ditor - June 2007
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Kuw ait
75%

Source: Debt and Aid Management Division; Ministry of Finance

2.6

Debt analysis by borrower category

The composition of debt by borrower category is analysed with reference to three major
categories, namely: Central Government, Reserve Bank of Malawi and Public
Corporations. The debt owed by the Reserve Bank is in respect of loans that were
contracted from the IMF in support of the Poverty Reduction and Growth Facility
(PRGF) programme. The debt owed by public is on account of the government
guaranteed loans.
Figure 2.8: Debt stock by borrower category
Trend in debt stock by borrower
100

Percentage
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Central Government

60

Reserve bank
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Public Corporation

20
0
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Source Debt and Aid Management Division; Ministry of Finance
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The Central Government was the largest borrower as of end June 2008, accounting for
over 86 % of the external debt stock of US$585.5 million reported in section 2.2 above
(fig 2.8). There is a marginal decline in the proportion of central government debt as of
June 2008 compared to the corresponding period in 2007 when a ratio of 93 % was
recorded. The share of the Reserve Bank debt increased to 13% in June 2008 from 6% in
June 2007 on account of disbursements under the Poverty Reduction Growth Facility.
The proportion of debt owed by public corporations is insignificant as it has remained
below1% under the period under review.
2.7

Analysis of debt stock by currency

As was the case in the previous years, a significant proportion of external debt is
denominated in Special Drawing Rights (SDR) followed by the Euro and United States
dollars. In June 2008, SDR accounted for 69.75% of the external debt stock, representing
an increase of 19.4% from the position in June 2007 (table 2.1). This is due to higher
disbursements by the IDA and IMF whose debts are denominated in SDR.
The share of debt that is denominated in Euro has declined significantly to 11.4% in June
2008 from 27% in June 2007 because of the debt stock cancellation by the European
Investment Bank (EIB) in December 2007. The board of EIB agreed to provide debt
stock cancellation on some selected loans amounting to € 35.5 million.
Table 2.1: Currency composition of debt, 1999-2008 (in %)
1999
2000
2001
2002
2003
Currency
61.3
63.3
65.6
66.2
67
SDR
13.9
13.7
13.3
12.2
11
US$
13.8
12.1
10.4
10.1
10.3
Japanese Yen
6
6.2
6.3
6.5
6.7
Euro
5
4.7
4.4
5
5
Other
100
100
100
100
100
Total
Source: Debt and Aid Management Division; Ministry of Finance

2004
67.5
10.4
9.8
8.9
3.4
100

2005
68.9
10.8
8.9
8.1
3.3
100

2006
Jun-07 Jun-08
50.5
58.4
69.75
9.9
6
10.53
0.1
0.7
0.87
24.3
27
11.44
15.2
7.9
7.41
100
100
100

The share of debt that is denominated in United States Dollar increased to 8.72% as of
June 2008, compared to 6% in June 2007. The proportion of debt that is denominated in
Japanese Yen was 1% in June 2008 since most of the debt owed to Government of Japan
was cancelled after Malawi reached the HIPC Completion Point.
2.8

Analysis of maturity Structure of debt

The maturity structure of external debt as of June 2008 shows that 1% of Malawi’s
outstanding debt will mature between 1-5 years while loans with maturities between 6-10
years account for 3% of debt and 96% of debt has a maturity of over 10 years. This
longer structure indicates that the Government does not have significant external debt
vulnerabilities in the short term since most of the debt falls due after 10 years. The longer
maturity structure of debt reflects Government policy of contracting concessional loans,
most of which have longer grace periods and maturity periods.
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2.9

Analysis of interest rate structure of debt

In the period under review, Malawi’s debt portfolio was composed of loans that have
fixed interest rate. In the past, the portfolio had loans with variable rates that were mainly
owed to bilateral creditors. All the variable rate debts were cancelled under HIPC
Initiative after Malawi reached the Completion Point.
2.10

Analysis of debt flows

The analysis of debt flows is based on the loan disbursements and debt service payments
that were made during the 2007/08 financial year. Two methods are used: Firstly, net
flows which are defined as loan disbursements less principal payments that are made in
the period under review. Secondly, net transfers which are calculated by subtracting
interest payments from the net flows.
Loan disbursements during the 2007/08 FY amounted US$ 73.8 million. Multilateral
creditors provided US$ 58.1 million and the remainder was provided by the bilateral
creditors. Total debt service in the period under review amounted to US$ 9.9 million, of
which US$ 4.3 million were principal repayments while the remainder was paid as
interest costs.
In view of the above, net flows during the period under review amounted to US$ 69.5
million while net transfers amounted US$ 63.9 million. The positive net flows and net
transfers imply that Malawi received more disbursements from creditors compared to
what was paid in the form of principal repayments (amortization) and interest payments.
In other words, there were more resource inflows than outflows.
2.11

Analysis of concessionality of new debt

The analysis of debt by concessionality is based on the average terms of the loans that
were contracted in the 2007/08 FY. The amount of committed debt resources during the
review period is US$ 80 million from several creditors including IDA, India, OPEC
Fund, ADF and BADEA. On average, the newly signed loans have interest rate of 1.1%,
grace period of 7.5 years and a maturity period of 27.5 years. These terms imply an
average grant element of 54%, which is above the requirement of 35% under the IMF
supported Poverty Reduction and Growth Facility (PRGF). However, achieving a high
grant element is not sufficient to ensure debt sustainability. There is need to ensure that
projects which are financed through loans have a high rate of return and thus generate
future repayment capacity in the form of foreign exchange earnings.
2.12

Debt sustainability analysis

Having reached the Completion Point under the Heavily Indebted Poor Countries (HIPC)
Initiative in August 2006, the Malawi Government carried out a post HIPC Debt
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Sustainability Analysis (DSA) from 14th to 25th April 2008 to assess the sustainability of
the public external and domestic debt as of end-2007.
The baseline results of the HIPC DSA indicate that Malawi’s external debt was highly
sustainable as of end-2007 and will continue to be sustainable for the next 20 years. The
ratio of the Present Value of external debt to exports of goods and services (PV/XGS)
was 40.5 % which is significantly below the HIPC acceptable threshold of sustainability
of 150 %. Similarly, the ratio of external debt service to exports of goods and services
(also known as debt service ratio) was 2.1 %, which is also below the HIPC acceptable
level of 15 %. This is mainly on account of both improved macroeconomic performance
and the huge debt stock cancellation that Malawi received at Completion Point under the
HIPC and MDRI Initiatives.
Applying the Debt Sustainability Framework (DSF) of the IMF and World Bank to the
end-2007 data also indicated that Malawi external debt situation was highly sustainable
because the debt indicators are significantly below the relevant thresholds for Malawi
which is a medium policy performer on the World Bank CPIA score. According to the
DSF, medium performers such as Malawi can sustain debt levels below 150 % of PV of
debt to exports or when the ratio of the PV of debt to budget revenue is less than 250 %.
The DSF results indicated that the ratio of the present value of debt to exports of goods
and services was 41.1 % as of end-2007 compared to 41.9 obtained by the IMF. This
ratio was projected to remain below the acceptable threshold of 150 % over the projection
period of 2008-2027. Similarly, the debt service ratio (debt service to exports of goods
and services) indicates that the Government would not experience liquidity problems in
terms of meeting its external debt service payments over the period 2008-2027. This ratio
was 2.1 % as of end-2007 and is projected to remain below the DSF sustainable threshold
of 20 % over the period 2008-2027. These results are similar to those obtained by the
IMF Debt Sustainability Analysis for Malawi (2007).
The domestic debt sustainability analysis results indicate that domestic debt was not
unsustainable as of end-2007. The ratio of the present value of domestic debt to budget
revenue was 100 % as of end-2007, compared to the acceptable threshold of 88 %.
However, this is improvement over the situation in 2006 when this ratio was 105 %. This
is a reflection of the tremendous progress in instilling fiscal discipline in the period 2004
to date. Consequently, the public sector borrowing requirements have been reduced
significantly compared to the situation prior to mid 2004. The DSF results indicate that
domestic debt was broadly manageable when sustainability is assessed using the ratio of
the nominal domestic debt stock to GDP. The debt-GDP ratio was 20 % as of end-2007,
compared to the DSF sustainable threshold of 15-20 %.
The results of the external debt sustainability imply that there is a lot of room for
Government borrowing from external sources before Malawi breaches its sustainability
thresholds. However, new borrowing has to be managed properly to ensure that it does
not lead to future repayment problems. In view of this, it is recommended that
Government should ensure that:
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a) External loans are sufficiently concessional with a minimum grant element of 35
%;
b) External debt proceeds are invested in activities that regenerate future repayment
capacity;
c) Mechanisms are put in place to monitor the impact of new borrowing on overall
debt sustainability based on the evolution of the debt indicators. Among other
things, Government should set a national ceiling on borrowing for a chosen period
of time which is in line with the financing requirements but consistent with debt
sustainability.
On domestic debt, it is recommended that the Government should continue exercising
fiscal prudence in the central government budgetary operations. Government should
endeavour to use any fiscal surpluses to reduce the domestic debt, particularly the shortterm domestic debt. Government should also continue to lengthen the maturity profile of
domestic debt especially the Treasury Bills by issuing long term bonds. Government
should further reduce interest cost of short term budget deficit financing through issuance
of Treasury Bills instead of the Ways and Means Advances. On domestic arrears,
Government should make sure that a thorough audit exercise is done on these arrears and
that any big amounts should be securitized while small amounts are paid off.
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CHAPTER 3: DOMESTIC DEBT PORTFOLIO REVIEW
3.1

Evolution of domestic debt

The domestic debt stock was MK115.2 billion as of end June 2008 compared to MK65.7
billion in June 2007. The increase was largely due to the Treasury Note7 that was issued
by Government in January 2008 for recapitalization of the Reserve Bank of Malawi. Net
domestic debt was 17.1% of GDP in June 2008 compared to 12.2% as of June 2007.
Excluding recapitalization of the Reserve Bank, the domestic debt stock was 11.7% of
GDP in June 2008 which is a reduction from 12.2% of GDP recorded in the
corresponding period in 2007.
3.2

Structure of domestic debt

There has been a significant shift in the structure of domestic debt in the period under
review. The proportion of Treasury Bills in total domestic debt declined to 70.3% as of
June 2008 from 93.0% recorded in the corresponding period in 2007 (Fig. 3.1).This was
mainly a result of the significant increase in the amount of debt issued in the form of
Treasury Notes for recapitalizing the Reserve Bank of Malawi. Consequently, the
proportion of domestic debt issued through Treasury and Promissory Notes increased to
26.7% in June 2008 from 7% as of June 2007.
Figure 3.1: Domestic Debt Structure in 2008 and 2007
Domestic Debt Structure in June 2008 (%)

Treasury/Promisory
Notes
29.7%

Loans
0.0%

Domestic Debt Structure in June 2007 (%)

Treasury/Promisory
Notes
7.0%

Ways & Means
0.0%

Loans
0.0%

Treasury Bills
93.0%

Treasury Bills
70.3%

Source: Reserve Bank of Malawi

7

Ways & Means
0.0%

A Treasury Note is a Government debt security with a fixed interest rate and long term maturity.
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The other domestic debt financing instruments are loans and the ways and means
advances from the Reserve Bank of Malawi. However, the Government did not have any
debt in the form of these instruments as of end-June 2008 since the ways and means
advances were converted into treasury bills. Conversion is done in order to reduce the
interest cost of servicing the ways and means advances, which attract higher interest
charges than treasury bills.
3.3

Holders of domestic debt

Malawi’s public domestic debt market is underdeveloped and, therefore, has few
participants. The main participants are: Reserve Bank of Malawi, commercial banks,
insurance companies, discount houses and other financial institutions. The Reserve Bank
accounted for 48.2% of the domestic debt as of end-June 2008 compared to 13.1% in
June 2007 (fig 3.2 and 3.3). The increase was in respect of the Treasury Note issued for
recapitalization of the Central Bank. Consequently, there have been declines in the
proportions of the domestic debt that held by the other market participants. In June 2008,
the major commercial banks accounted for 19.2% of domestic debt while insurance
companies, discount houses and pension funds accounted for 9.8%, 5.7% and 2.3%,
respectively (Fig 3.2). In June 2007, the proportion of domestic debt held by the major
commercial banks was 21.3% while insurance companies, discount houses and pension
funds accounted for 16.3%, 8.8% and 3.5%, respectively (Fig 3.3).
Figure 3.2 Domestic debt by holder – June 2008
Holding of domestic debt in June 2008 (%)

Financial Institutions
6.4%

Foreign Sector
2.1%

Government/ Parastatals
0.5%
Corporate Sector (non
financial)
0.5%

Pension Funds
2.3%
Insurance Companies
9.8%

Households
0.2%

Discount Houses
5.7%
Reserve Bank of M alawi
48.2%

Other Banks
5.0%
M ajor Commercial
Banks
19.2%

Source: Reserve Bank of Malawi
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Figure 3.3: Domestic debt by holder –June 2007
Holding of domestic debt in June 2007 (%)
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Source: Reserve Bank of Malawi

3.4

Yields on domestic Treasury Bills

The Reserve Bank of Malawi adjusted the bank rate twice during the period under
review; first in August 2007 when it was reduced to 17.5% and was further reduced to
15% in response to the continued improvements in fiscal management. The financial
institutions responded to these adjustments by reducing the lending rates from an average
of 22.5% in June 2007 to 19.6% by December 2007. The yields on treasury bills declined
from an average of 16.6% in June 2007 to an average of 11.4% as of June, 2008 (Table
3.1, overleaf).
Table 3.1: Domestic Interest Rates (%): 2002 –June, 2008
Nominal Rates
2002
2003
Bank Rate
40.0
35.0
91 Days
36.1
33.1
182 Days
37.2
34.0
273 Days
38.6
33.9
Source: Reserve Bank of Malawi

2004
25.0
24.6
24.6
24.6

2005
25.0
24.4
24.5
24.3
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2006
25.0
19.0
19.4
20.4

Jun-07
20.0
16.5
16.4
16.9

Jun-08
15.0
12.2
9.6
12.6

3.5

Developing the bond market

In the period under review, the Reserve Bank of Malawi issued a three year bond to raise
MK5 billion for monetary policy purposes. This issuance received an overwhelming
response in terms of subscription by investors. This positive response, together with the
recent declines in domestic interest rates and the current limits set on concessional
borrowing for HIPC countries is a good rationale for the Government to consider a shift
to the long term domestic financing instruments. However, there is need for careful
advance preparation such as ensuring that the size of the borrowing is related to specific
productive activities, the pricing is appropriate and that the financing instruments are
tradable and remain liquid.
In view of this, the Ministry of Finance will institute a Debt Management Committee of
officials in the Government and Reserve Bank of Malawi to act an apex advisory board
on public debt management, including development of the domestic debt market. The
Committee will propose and review the debt financing operations such as issuance of
short and long term public debt instruments; selection of bond type, structure, methods of
sale and marketing of bond; and debt restructuring options etc.
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ANNEXES
ANNEX 1: ACTIVITIES UNDERTAKEN BY THE DEBT AND AID
MANAGEMENT DIVISION; JULY 2007 – NOVEMBER 2008
This section is a summary of the key activities that were undertaken by the respective
Units of the Debt and Aid Management Division (DAD) in the period July 2007 –
November 2008. These Units are: Planning and Information, Resource Mobilisation, Aid
Coordination, and the Disbursement and Debt Servicing Unit.
A)

Planning and Information (P&I) and Aid Coordination Units8

The Planning and Information Unit is responsible for conducting analytical work for
strategic debt and aid management with an aim of achieving the most suitable balance
between costs and risk in the Governments financing. It undertook the following
activities that were designed to improve debt and aid management in Malawi.
a) Drafting of a Debt and Aid Management Policy: The aim of the Debt and Aid
Management Policy is to increase aid effectiveness and to ensure the
sustainability of domestic and external debt. It is anticipated that the policy will
be submitted to Cabinet in December 2008.
b) Participation in the Accra High Level Forum on Aid Effectiveness: The P&I Unit
was responsible for preparations and follow up to the Third High Level Forum on
Aid Effectiveness held in Accra, Ghana, in September 2008, at which Malawi had
a significant voice, including participation on three panels.
c) Coordination of the Malawi response to the OECD Survey on Monitoring the
Paris Declaration 2008. This survey provided the basic data and position on key
aid effectiveness issues for Malawi’s participation in the Accra High Level
Forum. A summary of the OECD report on implementing the Paris Declaration
agenda is contained in Annex 4.
d) Implementation of the Aid Management Platform (AMP). As reported in the
Chapter 1, an aid information management system, the AMP, has been installed at
the Ministry of Finance. It will be used to streamline analysis of and
dissemination of aid information.
e) Providing inputs into the budget process. Budget comprehensiveness with respect
to donor funds in the 2008/09 budget was once again improved over the previous
year. The P&I Unit again prepared a Summary of Project Support Managed
Outside of Government Systems for Parliament.
f) Conducted a debt sustainability analysis whose results were presented to the
Group of Financial and Economic Management (GFEM);
g) Drafted guidelines for DAS implementation, which will be published shortly. One
of the main activities proposed in the DAS is the institutionalization of Sector
8

The Aid Coordination Unit has just been established to lead the implementation of the agenda on Aid
alignment and harmonization as per the Paris Declaration and Accra Action Agenda on Aid effectiveness.
This Unit is not fully staffed and, therefore, most of its planned activities were implemented by the
Planning and Information Unit.
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Working Groups (SWGs). As a result, the Ministries of Finance, and Economic
Planning and Development have developed a set of guidelines to provide an
operational framework for institutionalizing SWGs. SWGs are expected to
provide a forum for negotiation, policy dialogue, and agreement of plans and
undertakings among stakeholders at sectoral level. They provide a clear structure
to monitor the DAS A to Z matrix of action plans. Sixteen sectors have been
formed to facilitate the work of SWG for development planning and
implementation. The following are the specific objectives of SWGs in the context
of the principles of the Paris Declaration.
The Planning and Information and Aid Coordination Units intend to implement the
following major activities in 2008/09 FY:
a) Draft a Debt Management Strategy which will facilitate cost and risk analysis of
debt operations;
b) Institutionalise a Debt Management Committee of senior Government and
Reserve Bank of Malawi officials to advise on debt management matters;
c) Draft a Technical Assistance (TA) Policy to guide the procurement and
management of TA services;
d) Strengthening the development assistance coordination mechanisms in the
Government;
e) Produce analytical on debt and aid management and discuss the findings with
senior management in the Government and donor community.
B)

Resource Mobilisation Unit

The Resource Mobilisation Unit (RMU) is responsible for mobilizing resources in
support of the MGDS, and managing relationships with donors, sector ministries and
other providers / recipients of aid to contribute to the smooth implementation of donor
funded activities. In the year under review, RMU participated in a number of donor
missions to Malawi, providing support and information to the mission teams. In addition,
RMU negotiated and completed the signing of several new funding agreements with
donors and creditors. These are detailed in the table overleaf. It also engaged with new
donors as indicated Annex 3 below.
One of the major challenges to resource mobilisation in Malawi is that there are
weaknesses in the Public Sector Investment Programme (PSIP) process where there are
no bankable or robustly appraised projects available for submission to donors.
The Resource Mobilisation Unit intends to implement the following key activities in
2008/09 financial year:
a) Obtain project proposals from the Ministry of Economic Planning and
Development and submit them to relevant prospective donors;
b) Negotiate for loans/grants and facilitate signing of agreements with development
partners;
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c) Participate and guide donors in development of country assistance strategies so
that they are in line with the priorities of the Government;
d) Ensure that donor conditionalities are adhered to by government;
C)

Disbursements and Debt Servicing Unit

The Disbursements and Debt Servicing Unit is responsible for maintaining an up-to-date
aid and debt database which allows for timely registration of aid and debt flows,
disbursement, servicing and accounting. The Unit began quarterly project monitoring in
2007 to facilitate smoother implementation of donor-funded projects. In particular, the
cancellation of some large projects due to their slow progress of implementation and the
existence of several projects with large disbursement backlogs prompted the renewed
efforts to monitor donor funded projects. Delayed project implementation reduces the net
present value (actual benefit from investment) of development assistance, and leads to
additional commitment charges for loans and operational costs, and risks the downscaling
of the project’s scope due to inflation. It also leads to low Country Portfolio Performance
ratings with consequent low resource allocation indices.
Disbursement performance of a project was analysed by comparing the cumulative
disbursement rate with the project age ratio9. The results of the analysis indicate that the
variance between the disbursement rates and the project age ratio varies from one donor
to the other. For example, ADF funded projects had, on average, 50% of resources even
though most of the projects were nearing the planned completion dates. This may
symptomatic of problems being faced at project implementation level or those that relate
to the donor such as cumbersome procurement procedures.
In addition to the above, project monitoring uncovered a number of systematic and
project-specific challenges and bottlenecks. A detailed action plan addressing each of
these has been produced. The major recommendations include:
a) There is need for thorough project appraisal and surveys as the absence of this has
led to projects being poorly designed, in particular for projects requiring major
construction works, land transfer, and involvement of communities;
b) Implementing institutions should be involved in project design from an early
stage;
c) Implementing institutions should start preparing to meet start-up conditions even before
signing the agreement in order for projects to start implementation rapidly;
d) A system to detect the delay of effective start up should be set up by DAD using the Aid
Management Platform;
e) Donors should review their procurement procedures to streamline and speed up the
approval processes so that procurements are done within the targeted period. For
instance, EU is introducing a work flow monitoring system in which standard days for
each process are set and monitored. The AfDB is considering reducing the approval time
from 15 days to 10 days;
9

Project age ratio is calculated by dividing the age of the project by the planned maturity period of that
project.
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f) Adequate training should be given to project staff on donor specific procurement
procedures to make sure that they understand fully the rules and procedures
g) Improve coordination and communication between consultants and contractors, technical
assistants, implementing agencies, and the donor community with regards to project
implementation and progress;
h) The government has to consider improving the public service management system with
measures such as the introduction of performance based human resource system in order
to solve the problem of staff retention;
i) Projects should develop internal monitoring systems to continuously check their own
actual performance against planned objectives and revise accordingly where
discrepancies occur, including actions to be taken.
The full list of recommendations, deadlines and responsible parties will be published in the
forthcoming Quarterly Monitoring Report.

The Disbursements and Debt Servicing Unit intend to implement the following major
activities in 2008/09 FY:
a) Produce and disseminate monitoring reports on performance of donor funded
projects;
b) Ensure that the external debt and aid databases are up-to-date to ensure timely
debt service and release of analytical reports;
c) Facilitate the computerisation of domestic debt in the Ministry of Finance.
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ANNEX 2: NEW FUNDING AGREEMENTS SIGNED WITH DEVELOPMENT PARTNERS: JULY 2007-NOV 2008
Development
Partner
African
Development
Bank
BADEA
DfID

EU

IFAD
Japan
KfW
Norway

Project/Programme
Support to Poverty Reduction Project (Budget Support)
National Water Development Project (Phase II)
Local Economic Development Project
Thyolo - Bangula Road
Input & Maize markets intervention 2007-11
Budget Support 2007/08

Type
of
Agreement
Loan
Grant/Loan
Loan
Loan
Grant
Grant

Support to Private Sector Led Growth
Grant
Emergency and Early Recovery Support for Victims of Storms and Grant
Floods in Malawi
Support to Education Sector
Grant
Support to Education Sector (Dutch Funds)
Grant
Support to ACB
Grant
Technical Cooperation Facility 2
Grant
Income Generating Public Works Programme 2
Grant
Tenth EDF
Grant
Rural Livelihoods and Economic Enhancement Programme
Grant
Improvement of Blantyre City Roads
Grant
Rehabilitation of the Bwanje Valley Irrigation System (Phase 2)
Health SWAp
Capacity Building for Statistics and Planning (Phase 2)
Budget Support for fiscal year 2007/08
Budget Support for fiscal year 2007/08
Addendum to agreement for the Institutional Cooperation between
the Ministry of Finance, Ministry of Economic Planning and
Development, National Statistics Office and Statistics Norway

40

Grant
Grant
Grant
Grant
Grant
Grant

Value
UA 14.9 million
US$22.8 million
UA14 million
US$10 million
£ 20 million
£ 22 million
£ 250 thousand
£ 1.2 million
£ 61 million
£ 29.4 million
£ 2.5 million
€ 8 million
€ 9.5 million
€ 436 million
US$ 10 million
JPY 854 million
JPY 35 million
€ 5.6 million
NoK 26.7 million
NoK 60.0 million
NoK 7.8 million
NOK 3.9 million

Development
Partner
Norway

OPEC Fund
UN

USAID

World Bank

People’s
Republic of
China
The Flemish
Government

Project/Programme
Agricultural Inputs Subsidy
MoU on Development Cooperation for 4 years
Agriculture Development Programme
Budget Support
Institutional Support to ACB
National Water Development Program
Thyolo-Makwasa-Bangula Road Project
UNDP and UNCDF building an Inclusive Financial Sector (FIMA)
African Millennium Villages Initiative

Type
of
Agreement
Grant
Grant
Grant
Grant
Grant
Loan
Loan
Grant
Grant

Amendment to Grant Agreement for Strategic Objective of Improved
Health Behaviours and Quality Services

Grant

Amendment to Grant Agreement for Strategic Objective of
Sustainable Increases in Rural Incomes

Grant

Support to microfinance activities
Second National water Development Project
Second National water Development Project
MASAF III
Agriculture Development Programme
Support to various fields

Grant
Loan
Grant
Loan
Loan
Grant
Loans
Grant
Grant

Support to Fertiliser Subsidy Programme
Support to various fields
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Value
NoK 15 million
NoK 200 million
NoK 50 million
NoK 70 million
NoK 30 million
US$ 10 million
US$10 million
US $ 4 million
Malawi to draw from
US$ 20,524,999 basket
fund
Increased from US$
150.107 million to US$
154.607 million
Increased from US$
48.753 million to US$
51.453 million
US$ 1 million
US$17.5 million
US$ 22.5 million
US$ 50 million
US$ 50 million
US$80 million
US$175 million
US$ 1 million
€20 million

Development
Partner
India
BADEA
Irish Aid

Project/Programme

Type
of
Agreement
Loan
Loan
Grant
Grant
Grant

Support to various fields
Thyolo-Makwasa-Bangula Road Project
Support to Population and Housing Census
Support to various activities
Support to Subsidy Programme

Source: Debt and Aid Division
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Value
US$30 million
US$10 million
€2 million
€3 million
€1.5 million

ANNEX 3: NEW DONORS ENGAGED IN THE PERIOD JULY 2007 – NOV 2008
A)

Peoples Republic of China

Diplomatic relations with the People’s Republic of China (PRC) were established on 28th
December 2007 and an announcement to that effect was made January 14, 2008.
Following this, the two sides agreed to cooperate in various fields. The PRC committed
itself to actively support Malawi’s economic and social development and agreed to make
available a total of US $255 million (US $80m as grant & US 175m as soft loans) within
a period of five years for the implementation of the following projects:
a) Timely takeover and completion of all projects left unfinished by Taiwan through the US $80 million grant. These will include:
(i)
The construction of Karonga-Chitipa Road
(ii)
The construction of Malawi’s new Parliament building in Lilongwe
(iii) Taiwan supported technical assistance projects in Health and Agriculture
(iv)
The Direct transfer to the mainland of China of Malawian students
studying in Taiwan
b) New Projects with PRC support (US $175 million)
(i)
Construction of the Lilongwe International Conference Centre and a FiveStar Hotel alongside it;
(ii)
Construction of the University of Southern Malawi
(iii) Construction of a Sports Stadium in Lilongwe.
B)

The Flemish Government

In January 2008, the Government of Malawi signed a Memorandum of Understanding
with the Flemish Government of Belgium on development cooperation. Subsequently, a
five-year Country Strategy Paper (CSP) is being finalized. Agriculture will be the main
area of cooperation. Other areas of focus would include education and health. The
Flemish Government has committed about twenty million Euro (€20,000,000) for the
period 2009-2013.
It is expected that the Flanders International Cooperation Agency (FICA) which is the
official development agency of the Flemish Government will open their office in the
country in August 2008.
C)

Millennium Challenge Account (MCA)

In December 2007, Malawi was selected by the Millennium Challenge Corporation
(MCC) of the United States Government as eligible for funding from the Millennium
Challenge Account (MCA). In order to facilitate the process of applying for this largescale funding, Government set up a special office in the Ministry of Finance and
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appointed an MCA Project Coordinator. The MCA Project Office is coordinating the
development of project proposal(s) that will be supported from these resources. The size
of the funding is expected to be about US$200 million over five years.
D)

India

Government also signed a line of credit from India on 14th May, 2008, worth $30 million.
The proceeds of the Loan will help Malawi acquire the following from India:
(i)
(ii)
(iii)
(iv)

Irrigation and Road Construction equipment
Small scale Processing Machinery for OVOP
Learning equipments for Technical and Vocational Training Colleges
Military and Police Vehicles

All the documentation required for the Government of India to declare the loan effective
has been submitted. Through a process of competitive bidding, a company from India has
been identified to supply the needed equipments except the vehicles.
E)

Other donors

The Ministry of Finance has also been holding discussions with new donors on possible
support to Malawi. These donors are: the Saudi Fund, the Government of Austria, the
Abu Dhabi Fund and USADF.
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ANNEX 4: Summary of OECD report on implementing the Paris Declaration in
Malawi

Dimensions

Rating for
2007

Challenges
•

Ownership

Low-moderate

Alignment of the
budget process with
national priorities.

Priority Actions
•

•
Relative weakness
of country systems;
and donor
reluctance to
increase use of
country systems.

•

•

Continuing donor
use of non
programme-based
approaches.

•

•

Government
facilitation of
harmonisation.

•

•

Capacity to
implement NDP
review.

•

Establish mechanisms to
ensure follow-up of NDP
review.

•

Mutual
accountability
mechanisms are in
first phase of
implementation.

•

Finalise baseline study
and develop a joint action
plan for NDP review
follow-up.

•

Alignment

Low-moderate

Harmonisation

Moderate

Managing for results

Low-moderate

Mutual accountability

Development of sector
strategies derived from
MDGs and linked to the
budget process.
Timely completion of
NDP Review.

Moderate
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•

Government leadership
of national capacity
development; and donor
alignment with this
initiative.
Continued
implementation of the
PFM Action Plan; and
corresponding increased
use of systems by donors.
Actions taken by
government and donors
to finalise programmebased approaches under
discussion.
Government to establish
mechanisms to coordinate activities; and
donors work within these
to reduce total number of
missions.

APPENDICES
Table 1: Donor Disbursements by Sector, 2007/08 (US$)
Sector
Disbursements ($)
Health
138,533,514
Economic Governance
59,329,112
Education
53,786,304
Agriculture
46,832,177
Water, Sanitation and Irrigation
35,255,544
Environment, Lands and Natural Resources
26,068,213
Public Administration
22,665,293
Roads, Public Works and Transport
20,798,267
Democratic Governance
13,724,050
Gender, Youth Development and Sports
8,800,137
Integrated Rural Development
8,661,062
Vulnerability, Disaster and Risk Management
6,256,092
Trade, Industry and Private Sector Development
5,658,892
ICT and R&D
1,376,370
Energy and Mining
1,098,471
Tourism, Wildlife and Culture
501,577
Total
449,345,075
Source: Debt and Aid Division
Note: This data includes humanitarian aid, but excludes budget support, in line with the new sector
classifications set in the DAS Implementation Guidelines.

Table 2: Donor Disbursements by MGDS Theme, 2007/08 (US$)
Sector
Disbursements ($)
Sustainable Economic Growth
122,977,465
Social Protection
6,256,092
Social Development
201,119,955
Infrastructure
23,273,108
Good Governance
95,680,305
Total
449,306,925
Source: Debt and Aid Division
Note: This data includes humanitarian aid, but excludes budget support, in line with the new sector
classifications set in the DAS Implementation Guidelines.

Table 3: Budget Support as a Proportion of Total Aid, in %
Year
Budget Support as a % of Total Aid
2005/06
28
2006/07
16
2007/08
18
2008/09 Projection
26
Source: Debt and Aid Division
Note: Excludes Humanitarian Aid
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Table 4: Predictability of Project Support, 2007/08, Original Currency

Donor
KFW
ADB
USAID
DFID
FAO
JICA
CANADA
WHO
WFP
EU
UNDP
Norway
UNICEF
World Bank
GTZ

Currency of disbursement
Euro
ADB Units of Account
US$
GB £
US$
Japanese Yen
Canadian $
US$
US$
Euro
US$
Norwegian Kroner
US$
US$
Euro

Projected
Disbursements in
2007/08 FY
6,343,430
42,917,236
129,808,892
33,944,962
2,769,857
2,975,522,673
12,988,177
1,487,974
4,973,435
51,823,149
10,685,010
212,280,000
26,781,610
41,999,000
7,026,000

Actual
Disbursements in
2007/08 FY
2,006,753
16,013,346
56,339,994
17,955,504
1,605,078
1,760,206,674
7,917,373
928,533
3,489,626
39,955,724
8,322,188
167,509,000
27,214,016
56,015,252
12,293,189

Percentage Variance
between Proj. & Actual
Disbursements
(68)
(63)
(57)
(47)
(42)
(41)
(39)
(38)
(30)
(23)
(22)
(21)
2
33
75

Source: Debt and Aid Division
Note: Excludes Humanitarian Aid

Table 5: Predictability of All Support, 2007/08, Original Currency

Donor
KFW
ADB
USAID
FAO
JICA
CIDA
WHO
WFP
EU
UNDP
DFID
Norway
World Bank
UNICEF
GTZ

Currency of disbursement
Euro
ADB Units of Account
US$
US$
Japanese Yen
Canadian $
US$
US$
Euro
US$
GB £
Norwegian Kroner
US$
US$
Euro

Projected
Disbursements in
2007/08 FY
6,343,430
42,917,236
129,808,892
2,769,857
2,975,522,673
12,988,177
1,487,974
4,973,435
68,823,149
10,685,010
81,007,302
417,280,000
80,999,000
26,781,610
7,026,000

Source: Debt and Aid Division
Note: Excludes Humanitarian Aid
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Actual
Disbursements in
2007/08 FY
2,006,753
16,013,346
56,339,994
1,605,078
1,760,206,674
7,917,373
928,533
3,489,626
52,821,372
8,322,188
65,091,744
372,509,000
80,165,252
27,214,016
12,293,189

Percentage Variance
between Proj. & Actual
Disbursements
(68)
(63)
(57)
(42)
(41)
(39)
(38)
(30)
(23)
(22)
(20)
(11)
(1)
2
75

Table 6: Proportion of Aid Reported on the Budget, 2007/08 (MK)
Disbursements
Total Disbursements reported on budget Disbursements reported
Donor
(MK)
(MK)
on budget as % of total
World Bank
11,236,104,291
11,201,152,516
100
DfID
18,337,640,580
16,941,046,459
92
EU
10,827,451,715
9,083,999,638
84
ADB
3,545,876,136
2,966,157,808
84
Norway
9,747,429,674
7,379,006,835
76
KfW
418,497,816
284,532,589
68
UNDP
1,166,300,677
761,598,436
65
UNICEF
3,815,768,030
271,898,201
7
JICA
2,218,141,987
CIDA
1,098,681,836
BMZ
2,540,752,928
FAO
224,851,648
WHO
130,180,803
UNFPA
1,310,462,261
USAID
7,904,734,796
WFP
490,231,021
442,862,411
Irish Aid
75,455,968,610
48,889,392,482
65
Total
Source: Debt and Aid Division
Note: Excludes Humanitarian Aid
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