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SUPPORT FOR THE PER
This PER has been supported by the joint United Nations Development
Programme (UNDP) and the United Nations Environment Programme (UNEP)
Poverty Environment Initiative Malawi (PEI - Malawi). PEI Malawi was
established to achieve the following objectives:





Raise awareness regarding poverty-environment linkages and sustainable
resource management among key stakeholders mainly by means of strategic
studies focusing on the poverty-environment nexus.
Strengthen coordination mechanisms and improving capacity within the
Government and other stakeholders for the integration of sustainable natural
resources management into policies, plans and budgets.
Improve the government's capacity and systems to monitor and develop
poverty-environment indicators.
Support the Government of Malawi to explore financing mechanisms for
sustainable natural resource management, including increasing budget
allocations, donor funding, private investment and environmental fiscal
reform measures.

PEI Malawi has contributed to:


Successful integration of poverty-environment linkages in the Malawi Growth
Development Strategy (MDGS) (2012-2016) and in the Malawi State of
Environment Outlook Report.



The 2013 Revised Decentralized Environmental Management Guidelines
(DEMG) includes poverty-environment linkages. Following the DEMG launch,
PEI Malawi supported trainings for district level planners on how to develop
District State of Environment Reports using the DEMG Guidelines and the
MSOER 2010. As a result, Mwanza district launched their DSEOR in February
2014



Several draft policy documents and strategies reflect poverty-environment
linkages as a result of PEI technical advisory services. These include the
Fisheries and Forestry Policy, Manual (DEMM) and the guidelines for
integrating Environment Natural Resource Management into the Executive
Decision Making Processes Handbook’.
Integrated PEI-Climate Change Disaster Risk Reduction work programme
developed for UNDP Malawi and inclusion of sustainability indicators in the
monitoring and evaluation framework for the ‘Agricultural Sector Wide
Approach’ coordinated jointly with the World Bank Malawi. This resulted in
the updating of baseline information for soil loss indicators and nutrient use
efficiency for the MGDS II and the Agriculture Sector Wide Approach Plan
(ASWAp).
Increased Government Commitment to ensure that ENRM funding increases.
Following the government approval of the Guidelines for Integrating ENRM
into national budgets in 2012, the Ministry of Finance have in the Guidelines
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for the preparation of the 2013/14 and the 2014/15 Budget included a
chapter on the importance of the alignment with sustainability guidelines. It
states that ‘it is imperative that Budget Agencies ensure environment and
climate change priorities are appropriately reflected in the Budget
submissions in accordance with the environment and climate change
mainstreaming guidelines.’
The Ministry of Energy together with PEI supported the production,
marketing and distribution of energy efficient stoves and briquettes in four
districts to demonstrate how the issue of burning charcoal can be addressed.
The pilot projects have had important impacts on rural women and the
environment. Inspired by these pilot projects the President of Malawi
launched a similar initiative in 2013 with the target to produce two million
energy efficient stoves under the national cook stove initiative.

© UNDP-UNEP PEI 2015.
For more Information:
Poverty-Environment Initiative (PEI)
P.O Box 30136
Lilongwe, Malawi
Email: michael.mmangisa@undp.org/
Website: http://www.unpei.org/
The views expressed in this publication do not necessarily
reflect the official views of UNDP or UNEP
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GLOSSARY
1. Capital Expenditures: Expenditures incurred for the acquisition of land
and other physical assets, intangible assets, government stocks, nonmilitary, non-financial assets of more than a minimum value, with an
expected lifetime of more than one year.
2. Development Budget: Projects and activities undertaken to support the
Public sector investment programme. These projects are considered
appropriate for the long term implications on the economic and structural
future of the country. Part I are those activities funded by donors and Part
2 are the activities funded by government of Malawi.
3. Fiscal Year: The Government of Malawi operates on a fiscal year which
starts July 1 and ends June 30.
4. Medium Term Expenditure Framework: A budgetary system that seeks to
link policy making, planning and budgeting. It entails the preparation of
three year rolling budgets that are consistent with existing policy
documents.
5. Other Recurrent Transactions: The ongoing costs of governmental
operations, excluding those in personnel emoluments. It is often referred
to as ORT.
6. Personal Emoluments: The costs associated with the salary of an
employee within the organization
7. Public Sector Investment Programme: This is a consolidation of
government investment projects covering new and on-going projects. It is
a five- year rolling programme.
8. Recurrent Expenditures: The total of personal emoluments and other
recurrent transactions.
9. Vote is a sum of money authorised to be spent under the Section 23 of the
Public Finance management Act (2003). The section provides that no
expense or liability will be incurred unless the expenditure is in relation
to such a liability is chargeable to a separate appropriation.
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EXECUTIVE SUMMARY
A)

Introduction
This report is a documentation of the joint public expenditure review of
Environment and Disaster Risk Management for the 2006 to 2012 period. There
are different economic instruments which can be utilised by governments to
influence the understanding and behaviour towards the environment and
natural resources management, climate change and disaster risk management
sectors in Malawi. One of such instruments is Public Expenditure Reviews (PERs)
that involve the analysis of allocation and management of public expenditures
and may cover all government expenditure or focus on a few priority sectors
such as agriculture, water, land, infrastructure and others.
Information gleaned from PERs is used to provide key guidance to strategic
planning and budget preparation and to identify ways in which to improve the
efficiency and effectiveness of resource allocations. Increasingly, PER processes
are applied to expenditure management systems and institutions, since
institutional framework, organizational capacity and everyday expenditure
management practice of government determines the allocation and management
of public expenditures.

B)

The Country
Malawi is a small land-locked country located in southern central Africa,
bordered by Tanzania to the north, Zambia to the west and Mozambique to the
east and south. According to the World Bank1, the Gross Domestic Product (GDP)
was estimated at US$ 4.2 billion in 2012 down from US$ 5.6 billion in 2011.
According to the United Nations Development Programme Human Development
Index (HDI) of 2013, Malawi ranked 160 out of 177 in 2007, 161 out of 176 in
2008, 160 out of 182 in 2009, 153 out of 169 in 2010, 171 out of 187 in 2011
and 170 out 187 in 2012 and 174 out of 187 countries in 2013.2.

C)

Objective of the Assignment
The objective of this exercise was to conduct a Public Expenditure Review which
will help to jointly evaluate the appropriateness in the use of funds and
investments in the environment and natural resources management (ENRM) and
disaster risk management (DRM) sectors. The PER provides a baseline for future
trend analysis in the budget allocation and execution and effectively monitor
progress on the contribution of these sectors towards sustainable development,
the achievement of MDGs targets and Vision 2020. Trends and issues that have
been analysed follow the major standard PER themes of public expenditure
trends, public expenditure composition, efficiency of public spending, poverty
targeting of expenditure and public expenditure management.
1

http//data.worldbank.org/indicator
United Nations Development Programme, Human Development Report

2
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D)

Methodology
The consultancy team reviewed several documents and reports of national and
international character throughout the assignment. A structured questionnaire
was designed which was used for collecting some data on budgets and
expenditures in selected ministries and departments. A semi-structured
questionnaire was used for guiding in-depth interviews that the team conducted
with various representatives of stakeholders which included central and line
ministries, parastatals and local councils. Interviews with carefully selected
institutional respondents were made to corroborate the information secured
through reading, and to gather their views, lessons and other contributions.
The monetary figures that have been used in the review were extracted from
documents in ministries and departments that are directly involved in matters of
environment, climate change and disaster risk management under the coding
system as provided in the government accounting system. For budgetary data,
the team used the Approved Estimates of Expenditure on Recurrent and Capital
Budget for the six financial years. Actual expenditure figures were obtained from
the Consolidated Annual Appropriation Accounts which were provided to the
consultants by some of the respondent ministries and the Accountant General’s
Office. Budgets and expenditures for local authorities were obtained from the
National Local Government Finance Committee. For international comparisons,
the team used two PEER reports. One was entitled “Public Environmental
Expenditure Review to Support Poverty Environment Initiative Rwanda” (2008 –
2013) which was produced in December 2013 for REMA. The other one was
Public Environmental Expenditure Review Mozambique (2005 – 2010) which
was produced for the Ministry for the Coordination of Environment Action in
2012.

E)

Key Findings

i.

The total expenditure on environment that was incurred through the national
budget by the ministries of Environment and Climate Change Management,
Lands, Housing and Urban Development, Agriculture and Food Security, Water
Development and Tourism, Wildlife and Culture and Health adds up to US$278
million for the six year period from 2006/07 to 2011/12. This includes
expenditure incurred in local councils as a result of decentralisation which saw
the devolution of some sectors to local councils, among them, environment,
forestry, fisheries and water. It is in the last three years of the span of this study
that the sectors directly involved in environment and natural resources
management have been devolved to the councils. The figure also includes
environment expenditure that was incurred by subvented parastatals. The
proportion of Malawi’s environment expenditure to total government
expenditure and the country’s GDP for the same period was 3.15% and 0.96%
respectively.
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Over the six years under review, water has been the environment subsector that
has incurred the highest expenditure at 30% of the total ENRM expenditure. This
is followed by lands at 25%. This level of expenditure has principally been
attributed to the financing of water projects under the National Water
Development Programme and the Community Based Rural Land Development
Programme by development partners. The least environmental expenditure has
been ORT that has been incurred by local authorities in all the ENRM devolved
sectors at 1% of the total environment expenditure during the review period.
The total expenditure on disaster risk management that was incurred through
the national budget for the six year period amounted US$ 4 million. A
combination of the ENRM and DRM gives a total amount of US$ 282 million. DRM
constituted 1.4% of this total expenditure. Among many outputs and outcomes,
the US$ 282 million expenditure yielded the following results in the six year
period:
a) Among other interventions, management of land, water and forests has
contributed to improved agriculture and food security. Control of erosion,
improved soil fertility and mitigation of droughts and natural calamities
have contributed to the achievement of MGDS priority number one:
agriculture and food security3. Production of various strategic crops:
maize, rice, groundnuts, tobacco, cotton, wheat, sorghum, millet, pulses,
cassava and sweet potatoes has increased from 8.1 to 13.5 MT from
2005/06 to 2011/12 seasons representing a 66% increase 4. Over the
same period, the Malawi population has grown by 29% which is a benefit
to the country. The total food surplus over the six year period was 5.6 MT.
b) the Department of Forestry facilitated planting of more than 300 million
trees over 125,000 hectares of land countrywide.
c) the forestry sub-sector has been directly linked to, and has an influence
on the attainment of other key priorities set in the MGDS. Apart from the
key linkages with MGDS priority area, forests have also been important
sources of employment and income, promoters of biodiversity that is
important in ecotourism, and regulators of climate change. Full time
employment in forestry is around 29,000 with a further 130,000 jobs
involved in wood fuel supply5.
d) Malawi Government has generated revenue from forestry resources
through revenue collection in a number of areas. For instance, the major
sources of revenue in the sectors have been royalties on forestry produce
on customary estate and administration fees, licences and concessions

3

Economic Valuation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development
Planning
4
Annual Economic Reports 2005 - 2013
5
Economic Valuation of Natural Resource Use in Malawi, Ministry of Finance
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among others. The revenue from these sources over the six year totalled
MK 1.185 billion6.
e) the Community Based Rural Land Development Programme in Ministry of
Lands, Housing and Urban Development planned to improve incomes of
15000 rural poor households by implementing a decentralized,
community based voluntary and market assisted approach to land reform
through the provision of land to the landless and poor households. The
15142 households that had been relocated by 2010, their incomes rose by
an average of 68% one year after relocations7.
f) the tourism sector has received considerable public attention, recognizing
it as a potential contributor to the GDP. For example in 2001 the sector
contributed approximately 1.8 percent of the country’s GDP while in
2007, the figure increased to 5.8 percent. In 2012, tourism contributed 7.2
per cent of GDP.
g) the Department of National Parks and Wildlife has been generating
revenue through visitors’ utilization of the wildlife resources found in the
different protected areas. The revenue is generated from consumptive
and non consumptive uses. Revenue from consumptive use is from sales
of trophies, honey and others. Trophies include hippo teeth, skins and
meat. Other sources of such revenue are bird licenses, game farming
licenses, game ranching licenses and hunting licenses.
h) the fisheries sector directly employs nearly 60,000 fishers and indirectly
over 500,000 people who are involved in fish processing, fish marketing,
boat building and engine repair. Further nearly 1.6 million people in
lakeshore communities derive their livelihood from the fishing industry8.
i) fish provides over 70% percent of the dietary animal protein intake of
Malawians and 40 per cent of total protein supply. It also provides vital
vitamins, minerals and micronutrients. Much of the fish is consumed in
rural areas thereby contributing significantly to daily nutritional
requirements to some of the vulnerable groups such as people living with
HIV and AIDS, orphans and the poor. As a source of income, fish landings
in 2011 had a beach or landed value of MK 19 billion.
j) the Department of Disaster Management Affairs developed a National
Disaster Risk Management policy, reviewed the 1991 Disaster
Preparedness and Relief Act, incorporated DRM in primary school
curriculum, establishment of a National Platform as a coordination
mechanism for DRM/DRR under UNISDR guidelines, developed and
6

Annual Economic Reports, Ministry of Economic Planning and Development
Impact Evaluation Report of the Community Based Rural Land Development Project, Franklin Simtowe
8
Annual Economic Report 2012, Ministry of Economic Planning and Development
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reviewed district based contingency plans for all 15 disaster prone
districts, carried out capacity building for DoDMA staff and DRM focal
points from key ministries and developed the DRM handbook and
Operational guidelines.
ii. It was also found out that from 2006/07 financial year the annual
expenditure for these institutions kept rising but fell in 2010/11 and
2011/12 as there was little provision of resources for capital expenditure
from development partners largely because of the Malawi budget reform
measure called zero deficit budgeting that the government adopted in 2011.
Also key at play was the fact that Malawi’s programme with the IMF under
the Extended Credit Facility (ECF) went off track in mid-2011 due to policy
slippages, which triggered a suspension in donor support9. The 2011/12
expenditure figures in US$ were significantly diminished following a 50%
devaluation against foreign currency in that fiscal year.
iii. The development partners supported the environment and natural resources
sector to the tune of US$99 million over the six year period through direct
support to various projects with US$43.9 million of this amount having been
managed through the government budgeting system. For DRM, US$44.15
million was spent through public institutions and US$5.27 million through
non-state actors and other organisations with no financing made through the
government budgeting system. 86% of total environment financing by donors
supported government projects, out of which 48% was off-budget support. In
DRM, financing to government institutions constituted 60% with the
remainder having been channelled through non-state actors and other
organisations.
iv. Inter country comparisons with two sub-Saharan countries show that Malawi
is in line with these countries as far as spending on the environment is
concerned. The country stands between Mozambique and Rwanda where the
environmental expenditure percentage for Malawi is lower than for
Mozambique but higher than that for Rwanda. Rwanda has emerged as one of
the best performers on environment, it would be interesting to learn how
they achieve such results with a smaller budget than Malawi.
v.

The consulting team was unable to access DRM PER reports of other
countries that would have aided comparative analyses in the sector.

vi.

There is no or very little linkage between the policy framework and
budgeting. Many of the policies in environment, climate change and disaster
risk management have no deliberate connection with funding and financing
issues that are necessary for the effective implementation of those policies.
Since this is a general challenge, Malawi adopted a Medium Term
9

African Development Bank
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Expenditure Framework (MTEF) in 1998 as a step towards addressing this
challenge. However, the operationalisation of the MTEF has been slow due to:
a) lack of political leadership and commitment to the MTEF approach.
Government ministers and parliamentarians have taken advantage of the
budget as a management tool to achieve Malawi’s development goals,
despite the fact that the budget is essentially a political process;
b) inadequate management and co-ordination - the institutional rules and
procedures for planning and managing the MTEF/budget across
government were not effectively applied, the MOF did not operate as a
cohesive team to provide leadership and guidance, and the management
and co-ordination arrangements within line ministries were poorly
defined; and
c) lack of focus of policies and budgets on the delivery of outcomes and
outputs - policy development has been weak and not clearly focused on
affordable outputs and outcomes.
vii.

Many policies in ENRM (including the draft National DRM Policy) advocate
for collaboration with local councils to deliver their agenda. Unfortunately
the councils are poorly resourced and are said to lack operational capacity.
The study has revealed that the councils are spending 1% of total
environment funds as ORT.

viii.

Distinguishing of programmes and expenditure between environment and
climate change is very difficult. The dividing line between the two is not clear
cut. In all ministries and departments, environment and climate change
expenditures are coded as one. Further to that, Ministries such as Defence,
Home Affairs, Transport, Health and Agriculture are involved in DRM
activities, especially when there is need for response to disasters. However,
they do not have budget lines for that.

ix.

ENRM and DRM policies (the National DRM Policy is still in draft form:) in the
country have a very weak link with planning and budgeting. Progress
remains to be made in strengthening the link between policy framework and
budgeting in the environment and DRM sectors. Although Malawi was one of
the first countries in Sub-Saharan Africa to introduce the Medium Term
Expenditure Framework in the late 1990s and adopted an output based
presentation and a new programme classification in 2010/11, the budgeting
process is still very much input based, incremental in approach and little
policy led.

x.

On average 50% of donor support is off-budget despite Malawi being a
country that adheres to the Paris Declaration on Aid Effectiveness (2005) and
Accra Agenda for Action (2008) that advocate harmonisation of aid with
national budget system. Whilst observance to the two declarations is
necessary, Malawi Government financial management system has been weak
xx

Public Expenditure Review Report for Malawi’s Environment and Disaster Risk Management Sectors

as evidenced by a massive plunder of government resources by business
opportunists, civil servants and politicians in 2013. Based on this weakness,
it becomes difficult for donors and recipients to hold each other accountable
for their commitments.
xi.

Sectors that were devolved to councils earlier than 2009/10 such as
education and health have clear formulas for allocating funds to them.
Allocation of funds to ENRM sectors has been ad hoc and experiential, not
based on formulas. In the absence of a resource allocation formula there has
been room for subjectivity and lack of fairness in resource allocation. DoDMA
is working towards practical collaboration with district councils: for example
the department is in the process of developing devolution guidelines for
DRM. It has also deployed Assistant District Disaster Risk Officers to councils
in the 15 disaster prone districts whose primary responsibility is, in liaison
with District Commissioners, to report occurrences of disasters in the
districts.

xii.

Despite the existence of structures like NDPRC which is responsible for
providing direction on the implementation of DRM programmes, the
implementation is poorly coordinated, there is duplication of effort and
wastage of resources10. Regardless of the fact that the Government of Malawi
recognizes disasters as one of the key factors hindering economic growth and
poverty reduction, the country still suffers from disaster response culture 11
which results in adhoc expenditure management in the sector.

xiii.

Save for the draft National Climate Change Policy (2012), most of the policies
in ENRM have no financial or investment goals and strategies. The National
Disaster Risk Management Policy (2013) sparsely touches on this.

xiv.

All the key ministries involved in ENRM were unable to achieve their plans in
full due to resource and capacity constraints. Achievement on outputs has
been at an average rate of 83%. Our finding is that in the early years of the
scope of this study, levels of achievement on output could be as high as 100%
but this has declined over time. The reasons for declining performance are
basically inadequate financing. The effectiveness of disaster preparedness in
the country is hampered by lack of multi-hazard contingency plans in most
districts and communities. The few districts that have the plans do not
allocate resources for their implementation and review12.

xv.

The absence of duly approved policies coupled with lack of deliberate
strategic responses have continued to frustrate achievement of national and

Disaster Risk Management Coordination Structures in Malawi - Lilian Ng’oma/Harry Mwamlima
Draft Risk Management Policy – Department of Disaster Management Affairs
12
Draft National Disaster Risk Management Policy (2013)
10
11
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international goals chief among them the Malawi Growth and Development
Strategy and the Millennium Development Goals. Disaster Risk Management,
National Climate Change, Aquaculture and Fisheries and Forestry policies are
in draft form. It is necessary to ensure that these policies are finalized and
approved so that they provide a direction towards achievement of
institutional goals.

F)

13

xvi.

Many parastatals, even when they are directly involved in activities of
environmental nature, do not have budgets for environment and natural
resources. Such costs are lumped up together with general expenses or
administration costs. This is against the generally accepted standards of
budget transparency that provide stakeholders with greater leverage in
demanding greater access to budget information.

xvii.

While section 10 (1) of the Public Finance Management Act (2003) compels
all Controlling Officers to ensure that all accounts and records relating to the
functions and operations of a ministry are properly maintained, it was found
out that some ministries and departments hardly keep financial records.
Stakeholders who seek to access financial data from the department are
referred to the Accountant General’s office, the office that manages the
Integrated Financial Management Information System (IFMIS) and is the
central repository of all accounting data in the government service.
Recommendations


In the short term, government should provide more financing for
environment and DRM at district level based on annual work plans and
budgets which should be approved by the councillors who are now in place.
In the medium term, a capacity assessment on leadership and governance,
human resources (numbers, quality, skills and experience), fixed assets and
equipment and operating systems should then be undertaken in the local
authorities. The capacity assessment should provide a basis for development
of capacity empowerment plans.



All budgets that are submitted by ministries and departments should not
prepared in an ad hoc manner but be based on policy aspirations. Adherence
to the MTEF approach should be enforced despite the fact that there has
been slow progress on the operationalisation of MTEF because of lack of
political leadership and commitment to the MTEF and budgeting, inadequate
management and coordination – the institutional rules and procedures for
planning and managing the MTEF and budget across government have not
been effectively applied and lack of focus of policies and budgets on the
delivery of outcomes and outputs13. When revising policies, their link with
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the planning and budgeting system should be clearly defined. The key policy
in environment, NEP, has been due for revision since 2009.


A separate code for climate change to which all budgeting and spending on
climate change will be attributed should be created in the national budgeting
and reporting system. It is straight forward that with a code in place, CC will
have all its budgets and expenditure lumped under that code. Ministries that
are constantly called upon during disasters need to have a budget lines for
DRM.



Government already started putting aid on budget through the
establishment of the AMP. The efforts should continue with government
assurance of strengthened financial control systems. The weak controls in
Malawi’s financial systems has been a concern to many stakeholders
including development partners. Government should proceed with
development and full implementation of IFMIS in all public institutions in
order to get comprehensive and real-time budget execution data allowing
effective public expenditure planning and management; in upgrading the
IFMIS particular attention should be given to measures that will facilitate
bringing donor project financing on budget.



As provided for in the draft National Disaster Risk Management Policy, there
should be forward planning for disasters. The approval of the policy, which is
at cabinet level, should hastened so that it provides a mandate for forward
planning and budgeting for disasters.



When revising the ENRM and DRM policies, issues of investments and
sourcing of finance for implementing them should be taken into account.



In view of observed adequacy, effectiveness, efficiency, poverty-targeting
and appropriateness of analyzed spending in each year and the entire period,
the ministries that are involved in environment, climate change and DRM
should continuously discuss their work plans and budgets with central
ministries for purposes of getting more financing.



There is need to enforce introduction of budget codes for environment and
natural resources management in statutory corporations that are involved in
environment and disaster risk management. Fulfilment of this requirement
will be in tandem with the provision of Section 78 of the Public Finance
Management Act (2003).



Besides submission of all accounting data to the Accountant General and
other stakeholders, ministries and departments need to be keeping copies of
financial records as a requirement of the law and generally accepted
accounting practices.
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CHAPTER 1: INTRODUCTION
1.1

Background

1.

The Public Expenditure Review (PER) of the Environment and Natural
Resources Management and Disaster Risk Management was commissioned to
jointly evaluate the appropriateness in the use of funds and investments in the
environment and natural resources management, climate change and disaster
risk management sectors. The PER provides a baseline for future trend analysis
in the budget allocation and execution and effectively monitor progress on the
contribution of these sectors towards sustainable development, the
achievements of Millennium Development Goals (MDGs) targets and Vision
2020.

2.

Government of Malawi, with support from United Nations Development
Programme (UNDP) and United Nations Environment Programme (UNEP)
through the Poverty-Environment Initiative (PEI), aims to enhance the
contribution of sound environmental management to poverty reduction,
sustainable economic growth and achievement of the Millennium Development
Goals. Ministry of Finance (MoF) in collaboration with Ministry of Environment
and Climate Change Management (MoECCM) and the Department of Disaster
Management Affairs (DoDMA), has an intended outcome of the Malawi PEI and
NCCP to integrate environment and climate change into national policy and
district planning, policy and budget processes in the implementation of District
Development Plans, and the country’s Mid Term Plan, the Malawi Growth and
Development Strategy II (MGDS II, 2011-2016) towards the realisation of the
development blueprint Vision 2020. Through the Disaster Risk Management
Programme, UNDP in Malawi has laid down the framework of its assistance to
the Government to establish a comprehensive disaster risk management system
for the country.

3.

There are different economic instruments which can be utilized by the
Government to influence the understanding and behaviour towards the ENRM
and DRM sectors in Malawi. One of the instruments is the Public Expenditure
Reviews (PERs) that involve the analysis of allocation and management of
public expenditures and may cover all government expenditure or focus on a
few priority sectors such as agriculture, water land, infrastructure, etc.
Information gleaned from PERs is used to provide key guidance to strategic
planning and budget preparation and to identify ways in which to improve the
efficiency and effectiveness of resource allocations. Increasingly, PER processes
are applied to expenditure management systems and institutions, since
institutional framework, organizational capacity, and everyday expenditure
management practice of government determines the allocation and
management of public expenditures.

4.

One of the key areas of this undertaking is to analyse the budgetary process and
ensure that budget allocation is guided by key sector priorities identified
1
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through a participatory process that draws consensus from pertinent
stakeholders. Budget allocation will, in a significant measure, be influenced by
public expenditure review (PER) which provides an independent assessment of
the adequacy, appropriateness and effectiveness of spending on the ENRM and
DRM sectors as well as addressing these sectors’ issues in other sectors such as
Agriculture, Health, Energy and Industry. This will then inform any future
revisions of sector plans, the preparation of the Medium Term Expenditure
Framework (MTEF) / budgets and the accounting and auditing functions within
MoECCM, DoDMA, MoAFS, and many more.
5.

The expenditure analysis and recommendations are intended to demonstrate
how GoM and donor resources are currently used, and to recommend how to
improve resource utilization for realization of the MDGs, MGDS II, Vision 2020
and overall sustainable development. The exercise serves as a tool to enable
MoF, MoECCM, DoDMA, MEPD and other related Government institutions to
improve prioritization, efficiency and effectiveness of all public resources in
support of these sectors. Information from PERs may also be used as baselines
for development programmes.

1.2

Objective of the PER

6.

The objective of this exercise was to conduct a review which will help to jointly
evaluate the appropriateness in the use of funds and investments in the
environment and natural resources management (ENRM) and disaster risk
management (DRM) sectors. The PER provides a baseline for future trend
analysis in the budget allocation and execution and effectively monitor progress
on the contribution of these sectors towards sustainable development, the
achievement of MDGs targets and Vision 2020.

1.3

Scope of Work

7.

The exercise was completed by ensuring that the following activities had been
carried out:
a) Public expenditure review for ENRM and DRM sectors on an annual basis
for the period 2006 – 2012;
b) An overview of allocations and trends in public expenditure for 2006 – 2012
from all sources (domestic and external revenue) captured in the national
budget;
c) Analysis of trends from 2006 – 2012 in priority given to the ENRM and DRM
sectors within the overall national budget and comment on intra-sectoral
allocations within the sectors;
d) Analyse the effectiveness of expenditure allocation, disbursement and
execution for the period 2006 – 2012;
e) Outline the reasons for any differences between approved budgets versus
actual disbursements and expenditures for the period under review and
explain implications in linkage to policy objectives;
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f) Analyse input mix (including recurrent versus capital, salary versus nonsalary, balance between management overheads and service delivery
expenditure);
g) Evaluate the performance of Malawi in relation to regional and
international benchmarks. Cross country comparison should be made
wherever possible throughout the report. Identify lessons from
international best practices;
h) Evaluate marginal social benefits versus marginal social costs on
environment and natural resources, climate change and disaster risk
management interventions in Malawi where possible;
i) Provide thorough and clear commentary and analysis on moves taken
towards decentralization of funds;
j) Analyze and comment on allocations at local government level. Evaluate
current allocation mechanisms and formulas for decentralized expenditures
and provide suggestions on how this could be improved using available
data;
k) Provide a commentary on the progress and trends of government spending
on ERNM and DRM;
l) Provide a clear analysis of the role of established parastatals in the
financing mechanisms as well as budget allocation and execution for
environment and climate change management. Evaluate efficiency of fund
allocation with regard to the agencies and whether establishments have had
value added to these sectors in terms of financing and execution;
m) Analyze the level of involvement of sectors such as those in the rural cluster
in terms of how they have been monitoring the budget allocation and
execution for their activities and to what extent this has impacted on the
sector objectives. What kind of monitoring tools have been used and what
trends have been observed. Discuss lessons that have been learnt from
countries with similar challenges to inform PER process in Malawi;
n) Highlight areas for efficiency savings. Compare current and projected unit
costs to other developing and Sub-Saharan African countries. Identify
possible areas for cost savings and improvement in efficiency with
reference to best practice surveyed in other developing countries;
o) Identify implications of Government decentralization process for ENRM and
DRM sectors. Provide recommendations on pathway for future
decentralization of funds;
p) Identify key recommendations in improving public financial management
and draft an action plan relating to the requirements for line ministries.
This should be provided in the form of a matrix of issues and suggested
responsibilities.
1.4

Methodology

8.

The methodology section explains how the study was conducted by focusing on
the ministries and other institutions that were selected for the study and
reasons for the selection. Most important is the elaborate description of the way
in which the budgetary and actual expenditure figures were arrived at. The type
3
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of literature that was reviewed has also been outlined in this section. A study of
this nature could not be without challenges and they have hence been presented
here.

1.4.1 Participatory Approach
9.

The overall approach to this assignment was participatory with the aim of
ensuring ownership of the review results by all the stakeholders in the sectors.
The consulting team obtained data for the exercise mainly through literature
review, in–depth discussions and administration of a structured questionnaire.
The in-depth discussions were guided by a semi-structured questionnaire. The
advantage of using a semi-structured questionnaire was that it made the
interviews flexible by enabling the consultants ask follow-up questions where
the response was not clear or detailed information was being sought to a
particular question.

1.4.2 Consultative meetings and study preparations
10.

The consultants held two preliminary meetings with various stakeholders
including representatives of the institutions being focused in the study. The
first meeting at which the delegates discussed the inception report took place at
Sunbird Capital Hotel on 18 July 2013. The second meeting at which data
collection instruments were validated, stakeholders to be consulted were
identified and the sector to be reviewed were defined took place at Beauty
Menerbien Lodge in Dowa on 31 July 2013.

1.4.3 Sources of Data
11.

Being an expenditure review, study of documents formed a backbone of the
exercise as more than 100 pieces of documents were consulted. The key
documents that have been used include the Approved Estimates of Expenditure
on Recurrent and Capital Budget for the financial years 2006/07 to 2011/12,
Consolidated Annual Appropriation Accounts for the financial years 2006/07 to
2011/12, the Malawi State of Environment and Outlook Report, the Economic
Valuation of Sustainable Resource Use in Malawi, Malawi Annual Economic
Reports and various laws and policies in environment, climate change and
disaster risk management.

12.

Budgets and expenditures for local authorities were obtained from the National
Local Government Finance Committee whilst donor disbursements to the
sectors under review were provided by the Aid Management Platform (AMP) in
Ministry of Finance. The costs for providing education in the field of ENRM at
public universities were arrived at on the basis of the duration of the course and
the average annual economic cost of maintaining a student at campus.
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1.4.4 Interviews and Questionnaire Administration
13.

The consultancy team collected data from selected stakeholders at different
levels: central ministries, line ministries, local councils, statutory corporations
and development partners, For some of the respondents, a semi-structured
questionnaire was used as a guide for the discussions that took place. For line
ministries that are directly involved in environment, climate change and
disaster risk management, apart from the in-depth discussions, a structured
questionnaire was administered to collect budget and expenditure data.

14.

The study was conducted in the public service in Malawi with the aim of
understanding how public sector institutions that are involved in environment
and natural resources, climate change and disaster risk management budgeted
and incurred expenditure for the sectors from 2006/07 to 2011/12. The terms
environment, climate change and disaster risk management have been defined
to draw a framework for this study. The framework is further delineated with
the definition of public expenditure. According to the definition, the
expenditures of commercial statutory corporations are deemed not public
hence such organisations have been excluded from the calculation of public
expenditure whilst subvented parastatals substantially use money transferred
by the central government hence their inclusion in the counting. To recognise
the role that the commercial statutory corporations play, their contribution to
environment and climate change is provided as a commentary. Therefore, based
on this premise the study has lumped up environment, climate change and
disaster risk management expenditures that were incurred by government
ministries, government departments, local authorities and sub-vented statutory
corporations in the period under review. NEPAD guidelines specify that only net
transfers to public enterprises operating in the sector on a commercial basis
should be taken into account in agriculture PERs.

1.4.5 Institutions studied
15.

Therefore this study centred on government and parastatal institutions that are
involved in environment and natural resource management, climate change
management and disaster risk management issues. These institutions are:
a) MoECCM: for this vote, the study covered budgets and expenditures for all the
cost centres.
b) MoLHUD: the review in this ministry centred on costs related to land
management and conservation excluding housing and building. Our focus,
according to the adopted definition of environment leans, as far as possible, on
natural resources excluding man made (brown) environment.
c) MoAFS: the costs related to environment and natural resources are those for
the Fisheries Department and the following programmes in the ministry: Land
Resource Survey and Evaluation, Land Resource Management and
Environmental Conservation and Education as Sub-programmes 17, 18 and 19
5
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respectively. The $193 million which ASWAp budgeted for sustainable land
water management in the first year of its implementation (2011/12) did not
pass through the normal government budgeting and reporting system hence it
has not been counted in the calculation of the ENRM expenditure.
d) MoIWD: in this vote the study focused on the budgets and expenditures for
water development and management leaving out irrigation. The recurrent costs
calculated were those for water resources development and management
(programme 56). Under this programme there are two sub-programmes
namely, water supply and sanitation and water resources development (subprogrammes 11-13 and 21-23). The decision to include water was based on the
goals, objectives and strategies on water development as promulgated by the
Revised National Environmental Policy (2004). Further, the Water Policy
(2005) describes water as fundamental aspect of the environment. International
practices were also considered before including water in the analysis.
e) MoTWC: this review singled out the costs for management of wildlife.
f) City, municipality, town and district councils: since 2009/10 financial year, as
part of the process of decentralization, funds to various sectors including water,
environment and forestry have been transferred by Ministry of Finance to the
local councils. These transfers and the corresponding expenditures have been
captured in this report. For local authorities, the team counted expenditures for
environment that were incurred by the four city councils (2009/10 – 2011/12),
two municipalities (2010/11 – 2011/12), eight town councils (2009 – 2010)
and for environment, water and fisheries in twenty eight district councils from
2009 to 2012.
g) The Department of meteorological services was a cost centre in Ministry of
Transport and Public Works in 2006/07. Since it is only one year, during the
review period, in which this happened, the expenditure for this department has
been counted under MoECCM.
h) MoH has been budgeting and incurring expenditures on environmental health.
The Department of Environmental Affairs confirmed that it has been working
hand in hand with Ministry of Health on matters of environmental health hence
these costs have been counted as forming part of environmental expenditure.
i) University of Malawi, Mzuzu University and Lilongwe University of Agriculture
and Natural Resources are government subvented universities that have been
providing education in environment and natural resources. The costs that were
incurred for providing this education have been counted in the PER. The other
parastatal whose expenditures have been included in the review is the National
Herbarium and Botanic Gardens of Malawi.
j) DoDMA is a cost centre in the Office of the President and Cabinet. The
department’s costs for disaster preparedness and social protection that were
6
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captured in the national budget over the six year period under review have
been used in the assignment.
1.4.6 Counting of Expenditures
16.

The TORs for the study required an overview of allocations and trends in public
expenditure from all sources (domestic and external) captured in the national
budget. Based on this requirement the total figure on expenditures in the
sectors ($282 million) does not include off-budget expenditures. So the key
sources of data for arriving at this figure were principally the official
government budget and reporting documents (the approved estimates of
expenditure on recurrent and capital budgets and the consolidated annual
appropriation accounts) for the six year period. Chapter 6 gives a snapshot of
the financial contributions to various projects in the sectors by the development
partners. Out of these contributions, only the expenditures that were managed
through the national budget have been included in the calculation of ENRM and
DRM total expenditure.

1.4.7 Programmes Reviewed for Public Expenditure Review
17.

The institutions, cost centres, programme and sub-programme codes that have
been used to arrive at the budgets and expenditures are detailed in the table
below:
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Table 1.1:

Programmes Reviewed for Public Expenditure Review

Ministry /
Department

Cost Centre
Program/SubProgram Code

470

Ministry of Environment and Climate Change Management
001
Ministry Headquarters
007
Environmental Affairs Department
008
Forestry Headquarters
009
Forestry Research Institute of Malawi
010
Regional Forestry South
011
Regional Forestry Centre
012
Regional Forestry North
014
Malawi College of Forestry and Wildlife
016
Viphya Plantations
018
Energy Division
019
Meteorological Services Headquarters
020
Meteorological Services -Kamuzu International
Airport
Fisheries cost centres for the year 2006/07 as in
MoAFS below
Ministry of Lands, Housing and Urban Development
001
Lands Headquarters
002
Lands Northern Region
003
Lands Central Region
004
Lands Southern Region
005
Lands South Eastern Region
006
Environmental Affairs Headquarters
007
Meteorological Headquarters
008
Meteorological Services -Kamuzu International
Airport
Ministry of Agriculture and Food Security
Sub-Programme 017 – Land Resource Survey and Evaluation
Sub-Programme 018 – Land Resource Management
Sub-Programme 019 – Environmental Conservation and Education
051
Fisheries Headquarters
052
Fisheries Office Mangochi
053
Divisional Fisheries Offices (South)
054
Fisheries Offices (North)
055
Fisheries Offices (Centre)
Ministry of Irrigation and Water Development
001
Water Services Headquarters
Programme
Water Resources Development and Management
002
Ministry of Tourism, Wildlife and Culture
001
Tourism, Wildlife and Culture Headquarters – Costs

130

190

210

360

Cost Centre Program/Sub-Program Name
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Ministry /
Department

Cost Centre
Program/SubProgram Code

Cost Centre Program/Sub-Program Name

Relating Wildlife only
006
Director of Parks and Wildlife
310
Ministry of Health
Sub Programme 21 - Environmental Health Services
LOCAL COUNCILS (Environment, Water and Fisheries)
601 - 604 4 City Councils (2009/10 – 2011/12 financial years)
804 - 806 2 Municipalities (2010/11 – 2011/12 financial years)
801 – 809 8 Town Councils (2009/10 financial year)
901 - 928 28 District Councils (2009/10 – 2011/12 financial years)
Sub-vented Statutory Corporations
University of Malawi
Lilongwe University of Agriculture and Natural Resources
Mzuzu University
National Herbarium and Botanic Gardens of Malawi
090
DoDMA
Programme 01 – Disaster Management
Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget for 2006/07
to 2011/12 financial years

1.4.8 Data Analysis
18.

The instruments that were used in the study generated both qualitative and
quantitative data. The analysis of budgets and actual expenditures was based
on the quantitative data whilst the comments were as a result of both the
qualitative and quantitative data that was collected. The team also calculated
variance (differences between budgets and actual results) based on the
quantitative data that was collected from various documents as well as the
structured questionnaires. MGDS costed targets were also identified and
compared with each ministry’s actual expenditure.

1.4.9 Limitations
19.

Given that this is the first PER of this nature in Malawi, a lot of time was spent to
determine the boundary of the sectors for review. There was no precedent to go
by. The matter was complicated by the fact that besides being a sector on its
own, the key sector in this study, environment, is also a cross cutting issue in all
the sectors.

20.

Secondly, there was limited financial data in most of the public institutions on
actual expenditures in the three sectors. Some key institutions ultimately
completely failed to provide necessary data for the assignment. Though very
late, the Accountant General’s office provided the team with the data that was
necessary to complete the study.
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21.

Thirdly, the government departments and their cost centres under review kept
being transferred from one ministry to another in the period under review.
Further to that, in the six year period, there had been transfers of accounting
and other staff rendering loss of institutional memory in most of the stakeholder
institutions.

22.

Finally, Malawi is involved in many policy, legal, systems and institutional
reforms at the same time. Alongside, there are changes, shifts and transfers of
budget codes, cost centres, programmes and sub-programmes.

1.5

Summary of ENRM and DRM Expenditures

23.

The actual expenditure on environment and natural resources management,
including climate change over the six year period that was recorded in the
national budget totalled US$ 278 million. The expenditure in dollar terms
steadily increased between 2006/07 and 2009/10 by 74%. By 2011/12 it had
dropped by 50%. The 2011/12 expenditure figures in US$ were significantly
diminished following a 50% devaluation against foreign currency in that fiscal
year. The first four years of this study fall within the period of accelerated
growth whilst the last two years were during the economic contraction as
discussed in the next chapter. The tables below show the levels of ENRM and
DRM expenditure for the six years.
Table 1.2:

Summary of Total ENRM Expenditure 2006/07 to 2011/12 (MK
Millions)

Institution

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Total

MoECCM
MoLHUD
MoAFS
MoIWD
MoTWC
MoH
Local Councils
Sub-vented SCs
Totals
US$/MK14
US$ Million

1340
2019
267
1048
77
121
334.56
5207
140
37.19

870
2023
540
1372
202
184
331.3
5462
140.6
38.85

1416
2271
695
2233
625
206
431.3
7877
141.3
55.75

1599
2967
811
2740
629
257
168
531
9702
149.5
64.89

2307
989
600
2604
490
289
148
483.47
7880
161.5
48.79

2325
436
1121
2881
284.5
119
159
609.5
7935.5
244
32.52

9857
10705
4034
12878
2307
1086
475
2721
44063

Source: Compiled from Annual Appropriation Accounts for 2006/07 to 2011/12 financial years
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10

277.99

Public Expenditure Review Report for Malawi’s Environment and Disaster Risk Management Sectors

Table 1.3:

Summary of Total DRM Expenditure by DoDMA 2006/07 to
2011/12 (MK Millions)

Institution

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Total

DoDMA
US$/MK15
US$ Million

72
140
0.51

187
140.6
1.33

73
141.3
0.52

80
149.5
0.54

89
161.5
0.55

153
244
0.63

654
4.08

Source: Compiled from Annual Appropriation Accounts for 2006/07 to 2011/12 financial years

24.

Ministries of Environment, Water and Lands incurred more than 75% of the
environment expenditure while the remainder was shared by five institutions,
the least being local councils with 1%. The proportion of environment
expenditure by institution is presented in the figure below:
Figure 1.1: Proportion of ENRM Expenditure per Institution 2006 - 2012

25.

The ENRM expenditure was the highest in 2009/10 at US$ 65 million and lowest
in 2011/12 at US$32 million. The annual average expenditure was US$ 46
million. Besides the economic downturn in the last two years, the 2011/12 total
expenditure was also affected by the devaluation of the kwacha against the US

15

Reserve Bank of Malawi
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dollar in that year. The figure below shows the levels of ENRM expenditure on
an annual basis for the six years.
Figure 1.2:

Total Annual ENRM Expenditure

26.

The environment expenditure that was managed through the national
budget for the six year period translates to 3.15% and 0.96% of the total
reported government expenditure and total GDP respectively. In
Mozambique, from 2007 to 2010 the environmental expenditures were
4.3% of the state budget, and 1.375% of GDP for the same period. This
falls below what is required to significantly reduce the losses that the
Mozambican economy is currently facing due to environmental
degradation.

27.

Malawi estimates that unsustainable natural resource use costs Malawi
5.3% of GDP each year16 while the Mozambican economy experiences
estimated losses of 17% of the GDP every year due to environmental
degradation and the inefficient use of natural resources. The focus of the
Economic Valuation of Sustainable Resource Use in Malawi was on four
sectors of forestry, fisheries, soil and wildlife. The environmental
expenditure in Rwanda, as a percentage of government budget rose from
1.4% in 2009/2010 to 2.5% in 2012/2013 while as a percentage of GDP
it was 0.89%. The table below shows these inter country comparisons:

16

Economic Valuation of Sustainable Resource Use in Malawi – Ministry of Finance and Development Planning –
January 2011
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Table 1.4:

Inter Country Comparison of Environmental Expenditure

ENRM expenditure as a percentage of
national budget
ENRM expenditure as a percentage of GDP
Annual loss (percentage of GDP) as a result
of unsustainable natural resource use17
Period of the PER
Year of Reporting

Malawi
3.15%

Mozambique
4.3%

Rwanda
2.5%

0.96%
5.3%18

1.375%
17%19

0.89%
-

2006 – 2012
2014

2005 – 2010
2012

2008 – 2012
2013

Source: Environmental PER Reports

28.

For the six year period, the Malawi Disaster Risk Management expenditure that
was captured in the national budgets under DoDMA totalled MK654 million or
US$4.08 million (against a budget of US$3.14 million) at the respective
applicable exchange rates. The variance of US$0.94 million on the DRM budget
arose due to the MK 140 million purchase of maize by government to replenish
the strategic grain reserves in 2007. Adding the environment and DRM
expenditure we arrive at the total of MK44.717 billion (US$282 million). The
figure below shows the levels of DRM expenditure for the six years.
Figure 1.3:

29.

Total Annual DRM Expenditure

Malawi’s population is primarily rural based. It is estimated that 85% of the
country’s population lives in rural areas and is largely dependent on subsistence
agriculture and natural resources endowment for a living. This situation is
similar to Rwanda and Mozambique where the population that lives in rural
17

No data for Rwanda
Draft Strategic Plan, Ministry of Environment and Climate Change Management, 2013
19
Public Environmental Expenditure Review, Mozambique, 2005—2010
18
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areas and essentially derives its livelihood from natural resources is 87% and
70% respectively.
30.

Malawi Government has prioritised decentralisation as a mechanism for
improving rural livelihoods. The process provides people at district, and local
levels with the ability to effectively plan and prioritise implementation of
activities and democratically elect their local representatives. Furthermore,
decentralisation has offered a better mechanism for reducing bureaucracy,
ensuring quality, timely and equitable provision of services and enhancing
transparency and accountability.

31.

Decentralisation is the process of devolving some of the government functions
from central government (line ministries) to the local government (local
authorities). With decentralisation, implementation of programmes is improved
since the local population is encouraged to actively participate at all levels of
decision-making. This, in turn, helps to promote transparency and
accountability at the local level.

32.

The NEP and Malawi Land Policy advocate for service delivery at the local level.
One of the strategies aimed at creating and strengthening the institutional
mechanisms needed to implement a National Environmental Policy is to
facilitate the establishment and maintenance of Village, Area and District
Environmental Committees for the management of environment and natural
resources, in accordance with the National Decentralization Policy and the Local
Government Act, 1998 and the EMA in order to ensure co-ordination at the local
level and effective public participation in environmental decision-making
processes and implementation.

33.

For effective environmental planning, the NEP provides that the national and
district development plans integrate environmental concerns, in order to
improve environmental management and ensure sensitivity to local concerns
and needs.

34.

A strategy in the Malawi National Land Policy states that land administration
responsibilities will be decentralized and District Land Registries established in
each district to record all land transfers, conveyance and title registration, and
to offer surveying and land management services in order to avoid lengthy and
costly delays in the granting of land titles and the issuing of leases.

35.

There are more strategies in these and other ENRM policies that advocate for
local level involvement in these sector including the draft DRM policy which
provides for establishment of Disaster Risk Management Committees known as
Civil Protection Committees (CPC’s) with the responsibility of coordinating the
implementation of the policy at City, Municipal, District, Area and Village levels.
This study reveals that, despite the above provisions, negligible amounts of
ENRM funds are remitted to local councils for ORT. No money is provided for
development projects in environment in local councils. DRM is not yet devolved
14
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to local councils. In theory, priorities are well set, unfortunately the practice is
different, the situation which is often blamed on lack of capacity at the local
level. At local level the argument is that the capacity is there, the resources are
not provided. The national level argues the capacity is not there, therefore
resources should not be provided. And so it goes back and forth. There is need
to meet in the middle to move forward.
1.6

Structure of the Report

36.

This report is structured as follows: Chapter 1 is the introduction which
provides the background of the study, its objectives, scope, methodology and
challenges encountered in the study process and a summary of the review
results. Chapter 2 provides the macroeconomic environment in which Malawi
operated in the period under review. In chapter 3 the team demarcates the
boundary of the study by defining public expenditure review and providing the
understanding of environment and disaster risk management sectors and sets
the context in terms of outlining the laws and policies that govern the sectors
under review and the public institutions that are involved.
Chapter 4 provides a detail and analysis of findings focusing on the budgets and
expenditures in ENRM and DRM for the key public institutions involved in the
sectors. Chapter 5 discusses the expenditure input mix and variance analysis.
Chapter 6 contains a discussion of the contribution of various stakeholders to
ENRM and DRM. These stakeholders include local authorities and development
partners. Chapter 7 is a commentary on the effectiveness of the expenditure,
efficiency savings, and marginal costs and benefits. Chapter 8 contains a matrix
of identified gaps and study recommendations whilst chapter 9 is the
conclusion.
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CHAPTER 2: MACROECONOMIC ENVIRONMENT
2.1

Introduction

37.

The previous chapter provided a setting of the study by outlining the objectives,
scope and methodology of the PER. It further summarised the results of the
study. This chapter contains a discussion of the macro-economic environment in
which the period of the review fell. The key point worth noting is that the
review period fell into two distinct economic intervals: period of economic
acceleration (2006/07 to 2009/10) and period of economic contraction
(2010/11 to 2011/12).

2.2

Macroeconomic Trends20

38.

After experiencing a period of weak macro-fiscal performance marked with
large fiscal deficits, high inflation, high interest rates, and unpredictable donor
inflows between 2000-2004, Malawi gained steady growth, restoration of donor
support, and a stable macroeconomic environment from 2006 -2010. During
this period, the economy grew by nearly 7% per annum and inflation remained
between 6-8%. There was a relatively stable balance of payments with
manageable current account deficits.

39.

Government reforms, debt relief, and grants, including budget support, from
development partners led to steady improvement in the fiscal situation. First,
beginning 2005/06, the Government implemented reforms to improve tax
effort, expenditure control, and fiscal discipline. The fiscal deficit, excluding
grants, declined from about 13.3 percent of GDP in 2005/06 to 10.3 percent of
GDP in 2009/10 (Table 2.1). Second, Malawi had increased access to debt relief.
Malawi reached its Highly Indebted Poor Countries (HIPC) initiative completion
point in August 2006 and subsequently qualified for Multilateral Debt Relief
Initiative (MDRI). Malawi’s external debt decreased from $3.4 billion (160
percent of GDP) at the end of 2005 to only $0.8 billion (20 percent of GDP) by
the end of 2006. The external debt service payments in the budget decreased
from 3.7 percent of GDP in 2004/05 to 1.5 percent of GDP in 2006/07. Third,
Malawi concluded a series of arrangements with the IMF and received Poverty
Reduction Support Grants (PRSGs) from the Bank. The Common Approach to
Budget Support (CABS) development partners also resumed budget support.
From 2006/07 to 2009/2010, on average, Malawi received grants amounting to
nearly 10 percent of GDP per annum.

40.

Fiscal restraint, external debt relief and steady donor inflows made it possible
for Malawi to maintain an average fiscal deficit (after grants) of about 2.3
percent of GDP. These small fiscal deficits were financed mostly by concessional
foreign borrowing. On average, net domestic borrowing was maintained at 0.4
percent of GDP from 2006/07 to 2009/10, with small repayments to the
20

Source: Malawi Agriculture PER 2013
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banking system in 2006/07, 2007/08 and 2009/10 (Table 2.1). Thus the total
stock of domestic debt fell from 24 percent of GDP in 2004 to 14 percent of GDP
by 2010. This reduction helped improve the fiscal situation by reducing
domestic interest payments in the budget from 4 to 2.7 percent of GDP (High
interest payments, almost 8.5 percent of GDP in 2004/05, were a major factor in
the nation’s earlier fiscal disequilibrium).
41.

Macroeconomic imbalances interrupted Malawi’s impressive economic
performance beginning 2008. In 2009 high fertilizer prices and the electionyear increase in expenditures (by almost 1.2 percent of GDP) triggered a fiscal
disequilibrium. Governance problems and a series of political missteps led to a
withdrawal of donor support and total grant inflows fell from 10.3 percent of
GDP in 2008/09 to only 4.4 percent by 2011/12. Budget support, which
finances many critical expenditure items, fell from a high of 4.5 percent of GDP
in 2009/10 to 0 by 2011/12. The resulting fiscal and external imbalances
required a robust policy response, fiscal adjustment and monetary restraint.
Unfortunately, the Government maintained a policy of fixed exchange. With
uncontained expenditures and waning donor support, the Government had to
borrow domestically, even from the RBM, to finance the widening fiscal deficit.
Net domestic financing of the budget went from net repayment to the banking
system in 2009/10, to net borrowing of 1.7 and 6.8 percent of GDP in 2010/11
and 2011/12, respectively.
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Table 2.1:

Key Economic Indicators, 2006/07-2011/12 (Percent of GDP
Unless Specified Otherwise)21

National Income and Prices
Real GDP Growth (%)
Nominal GDP (MK Billion)
Inflation (CPI Annual Avg %p.a)
Fiscal Trends (fiscal year)
Revenue
Tax revenue
Non tax revenue
Grants
o/w Budget support
Expenditure and net lending
Current expenditure
Wages and salaries
Of which: Health SWAp
Interest payment
Domestic
Foreign
Goods and services
o/w Generic goods and services
Subsidies and other current
transfers
o/w Transfers to public
entities
o/w Fertilizer and seed
subsidy
Arrears adjustment
Development expenditure
Part 1 (foreign financed)
Part II (domestically
financed)
Net lending
Overall balance (excluding grants)
Overall balance (including grants)
Total Finance (net)
Foreign financing (net)
Borrowing
Repayments
Domestic financing (net)
Discrepancy
Net domestic debt, percent of GDP
Balance of Payments Trends
(Calendar Year)
Real Export Growth
Real Import Growth
Current A/C Deficit Without Grants
Current A/C Deficit Grants
Gross Official Reserves (Months of
Imports)
Exchange Rate (MK/US$)
Source: Malawi Agriculture PER Report

21

06/07

07/08

08/09

09/10

10/11

11/12

9.5
511
8.0

8.3
601
8.7

9.0
710
8.4

6.5
812
7.4

4.3
880
7.6

1.9
1056
21.3

30.6
16.5
1.5
12.5
1.9
31.9
20.3
5.1
0.2
3.5
3.1
0.4
6.6
4.7
5.1

29.4
17.3
1.5
10.5
2.3
30.0
18.6
5.4
0.2
2.2
2.1
0.1
5.5
3.1
5.5

32.1
18.2
2.3
11.6
3.0
37.8
30.6
5.7
0.2
2.7
2.6
0.1
13.1
6.7
9.0

33.8
18.6
4.9
10.3
4.5
33.8
25.7
5.9
1.1
2.8
2.7
0.1
11.0
5.8
6.0

32.1
20.8
3.8
7.6
1.8
35.0
27.2
6.9
0.6
2.7
2.6
0.1
11.2
4.8
6.4

26.5
19.4
2.7
4.4
0.0
34.9
27.0
7.2
1.0
2.5
2.2
0.2
9.8
5.5
6.1

1.6

1.4

1.9

1.7

1.7

1.8

2.0

2.7

5.8

2.9

2.6

2.5

0.1
11.5
9.0
2.4

0.0
11.5
8.1
3.4

0.1
7.1
4.9
2.2

0.0
7.9
4.5
3.4

0.0
7.7
3.7
3.9

1.5
8.0
3.6
4.4

0.1
-13.9
-1.3
1.3
1.0
2.1
1.1
-0.3
0.7
12

0.0
-11.2
-0.6
0.6
2.5
2.7
0.2
-1.9
0.0
17

0.0
-17.3
-5.7
5.7
2.0
2.2
0.2
3.7
-0.1
18

0.2
-10.3
0.1
0.1
0.9
1.1
0.2
-0.9
-0.1
14

0.1
-10.5
-2.9
2.9
1.3
1.5
0.2
1.7
-0.1
16

0.0
-12.8
-8.4
8.4
1.6
1.9
0.3
6.8
0.0
20

34.5
-12.5
-16.3
1.0
1.2

30.9
59.1
-25.0
-9.7
1.5

23.1
-18.9
-19.3
-4.8
0.7

15.4
73.4
-21.7
-1.3
1.5

4.3
-8.8
-16.4
-5.9
1.0

10.8
15.9
-19.3
-7.1
1.1

140

140.6

141.3

149.5

161.5

244

Malawi Agriculture PER Report
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42.

Over the period of the study, 61.6% of the population lived below the poverty
line of US$1.25 per day. According to the United Nations Development
Programme Human Development Index (HDI) of 2013, Malawi ranked 160 out
of 177 in 2007, 161 out of 176 in 2008, 160 out of 182 in 2009, 153 out of 169
in 2010, 171 out of 187 in 2011 and 170 out 187 in 2012 and 174 out of 187
countries in 2013.22.

43.

Being an agricultural based economy, environment plays a very significant role
in influencing social and economic development at both the household and
national levels. Approximately 80% of Malawians depend on renewable natural
resources for their subsistence and household income, and the foundation of the
national economy is primarily rain-fed farming. In 2010 the agriculture sector
experienced a slowdown in growth due to localised dry spells in some parts of
the country.

2.3

Malawi Government Budget Process

44.

The Ministry of Finance in conjunction with Ministry of Economic Planning and
Development holds budget consultations with stakeholders usually three
months before budget presentation, to discuss focus areas of the budget in the
coming year. These sessions comprising donors, business communities,
academia, parliamentarians, chiefs and the general public generate a glossary of
ideas which is input into budget formulation. Attention is given to expectations
of the various groups. The pre-budget meetings provide a forum for the public
to contribute and comment on the government fiscal management. The public
has the opportunity to communicate observations made on budget
implementation of previous years and make recommendations for
improvement.

45.

Public expenditure reviews represent a thorough investigation of public
expenditure trends and utilization in government. These reviews can be used to
guide the government in implementing reforms needed to re-establish fiscal
sustainability, create stable macroeconomic condition, make better use of scarce
resources to foster more rapid and equitable growth and wealth creation, and
improve the effectiveness and quality of service delivery. PER outcomes assist in
establishing policy supporting resource utilisation by spending and subsequent
budget submissions. It helps in assessing the performance of ministries and
departments in respect of initial objectives. PER identifies system inefficiencies
and make recommendations aimed at improving the quality of public
expenditure by influencing decisions over resource allocations and policy
reviews. PER is an ongoing activity and is the responsibility of MoF.

46.

The establishment of government priorities is a major area in the budget
process that is meant to be guided by existing policies. Information collection,
analysis and decision making is enhanced when government explicitly spells out
22

United Nations Development Programme, Human Development Report

19

Public Expenditure Review Report for Malawi’s Environment and Disaster Risk Management Sectors

its goals and objectives. A well-designed and comprehensive budget that
captures all relevant information and provides an efficient allocation of limited
resources is dependent on existence of clearly defined goals and objectives.
Government policy documents, such as the MGDS provide the general direction
of focus in the pursuance of economic excellence. The onus falls on each
spending agency to translate such policies into activities in accordance with the
strategic plans and area of responsibility. Identification and documentation of
priority areas by Ministry of Finance in agreement with implementing agencies
is critical to budget process. Priorities guide the allocation of funds among
ministries and programmes and ensure that ministries submit budgets
consistent with overall government strategies.
47.

Budget formulation and execution is meant to be guided by policies hence policy
review is the genesis of the budget process. The two main policies are the fiscal
and monetary policy. These policies are complimentary and assist the central
government to regulate economic activity in the country. The fiscal policy maps
out the budgetary stance of the central government as it covers the
determination of taxation levels and public expenditure. It embosses
government powers to influence the purchasing power of the public either
directly or indirectly. The fiscal policy is carried out in a manner that ensures
efficient and optimal allocation of resources while maintaining stability and
economic growth.

48.

Macroeconomic stability is key to creating an environment that will stimulate
investment, enhance production, job creation, and accelerate broad-based
sustainable economic growth. The Ministry of Finance is responsible for the
formulation and execution of fiscal policy. The monetary policy deals with the
quantity and price of money in the economy. It involves the determination of
interest rates and the exchange rates. The Reserve Bank of Malawi is the
monetary authority in Malawi and provides expert guidance to government.

49.

Other policies exist alongside the fiscal and monetary policies. These policies set
out the development agenda and input into the sector resource allocation. In
Malawi policy statements such as Public Sector Investment Program (PSIP),
Malawi Economic Growth Strategy and the Malawi Growth and Development
Strategy are taken into consideration. The MoF and MoEPD review the policies
at the macro level. All spending agencies therefore should ensure that their
policies are in line with the overall government policy.

50.

Public expenditure monitoring and reporting is vital in overseeing the
implementation of the budget and ensuring greater efficiency and effectiveness
of Government financial resource utilization. Through budget monitoring, the
Ministry of Finance is able to assess the sectors of the economy that are
delivering planned results and those areas that may need attention and more
resources. In addition the Ministry of Finance tracks down mismanagement and
diversion of financial resources. Budget monitoring also requires line ministries
20
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and departments to report on the progress of budget implementation on both a
monthly and quarterly basis.
51.

The budget is a maze of activities linked together and involving different
players. The key players in the process are charged with varied responsibilities:
 Line ministries/Local Authorities or spending agencies – develop and
submit both revenue and expenditure budgets in line with their strategic
plans and sectoral policies. National Assembly - revenue collection and
expenditures can only be incurred with parliamentary appropriation.
Funds are appropriated after careful analysis of the provisions.
 Treasury – mobilizes resources required to finance activities and
enforces fiscal discipline.
 Accountant General – establishes and maintains the accounting system
and accounting standards.
 Reserve Bank of Malawi – takes the advisory role to the government on
fiscal discipline especially as a watchdog on monetary issues.
 National Audit Office –ensures that expenditures were incurred as
approved and in accordance with public accounting standards (ex-ante
role).
 National Statistics Office (NSO) - NSO computes the country’s Gross
Domestic Product (GDP). The formulation of macroeconomic model is
based on the GDP where aggregate government expenditure variable is
used.
 National Local Government Finance Committee (NLGFC) – NLGFC
formulate ceilings for all the assemblies using the approved formulae for
the sectors. It ensures the efficient and effective utilization of financial
resources by assemblies.
 International Monetary Fund (IMF) – Project budget ceilings using the
country’s GDP and macroeconomic indicators in collaboration with RBM,
NSO and Ministry of Finance in the Budget Framework.
 Office of the President and Cabinet (OPC) – The Cabinet: provides
direction in the formulation of ceilings and approves allocated amounts
before communicating with spending agencies.
 Civil Society, NGOs and citizens provide input by stating their
expectations and aspirations during pre- budget consultation meetings

2.4

Budget Revision

52.

Regular budget reviews provide an opportunity for Ministry of Finance,
implementing agencies and other stakeholders to further analyze data collected
through monitoring. The purpose of budget reviews is to share information,
reflect on the implication, make collective informed decisions and take
appropriate management action to support effective budget implementation.

53.

The Ministry of Finance produces a mid-year budget review to take into
consideration changes that were made during the budget implementation for
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the first half of the financial years. During this period some votes experience
increase and decrease in their allocations.
54.

The first monitoring system is based on monthly expenditure returns produced
through the IFMIS system. The same information is used to prepare financial
audits at the end of the year. This system is purely an accounting function, and
the reports produced do not provide information on activities, outputs and
outcomes.

55.

The Ministry/Departments and Local Assemblies expenditure returns capture
expenses on line items without indicating corresponding results and outcomes.
Consequently, there is little or no information to assist other stakeholders to
track down progress on the budget implementation as regards to outputs and
outcomes against planned/budgeted activities.

56.

The other current monitoring system is the field visit monitoring where spot
checks on physical progress in terms of actual activities completed, outputs
delivered and expenditures incurred against budgeted plans and expenditures
are undertaken. The advantages of this system is that other stakeholders such as
Parliament, the Civil Society and the Cooperating partners, can easily monitor
progress made in terms of output, and outcomes delivered against budgeted
expenditures and results.

2.5

Expenditure Control through Public Financial Management

57.

The 2007 PER identified weak expenditure control as an important cause of
poor fiscal outcomes. Certain reforms are being implemented (Table 2.2 below).
The recent revelation of massive fiscal scandal has however called for forensic
audits and comprehensive review of IFMIS. Further PFM and IFMIS reforms are
meant to be determined by the outcome of such audits and system reviews. As
the PER was conducted just at the time when the major fiscal frauds were
uncovered, specific plans for IFMIS reforms are outside the scope of this PER.
The review of the Auditor General’s Office’s report on IFMIS (July 2013),
however, sheds light on the long-lasting problems to be uprooted:









Loss of data/errors occurs due to human intervention.
The time taken to capture ministry budgets by Budgets Department is
too long.
Budget template does not take into account the outputs of the MDAs.
Budget virements are done outside the normal system functionality.
There is no clear link of the budget to ministry’s plans or to MTEF.
Inaccurate budget report figures from system have been observed.
Budgeting/Planning Framework is not available to MDAs.
Connectivity on the budgeting function is not stable. Lack of real-time
updates at regional level
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58.

CPOs leads to budget figure variances between approved budgets and
IFMIS budgets.
Budget Department does their own system administration although they
are also system users.
There is no segregation of duties between user rights and system
administration rights.
Incidences of MDAs and therefore GoM exceeding budgets are very high.

Major challenges in the PFM system remain. The 2011 PEFA assessment found
very little improvement since 2007 in the average scores for six key dimensions
of the PFM system. In fact there was a slight decline in the “External Scrutiny
and Audit” score. The follow-up on the recommendations of the National Audit
Committee and the Public Accounts Committee (PAC) has been weak. Finally,
Malawi continues to accumulate large arrears, due in part to poor expenditure
management and fiscal reporting. Parastatals and Government departments
frequently acquire goods and services on credit, with no repercussions.
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2.6

Progress of Reforms for Expenditure Control
Table 2.2:

Progress of Reforms for Expenditure Control

Policy
Improve Budget
Comprehensiveness

Actions 2007 - 2012
Improved budget
comprehensiveness by
improving coverage of
donor support

IFMIS

Rolled out the Integrated
Financial Management
Information System
(IFMIS)

Internal Audit

Strengthened Internal
Audit Committees

Domestic Arrears

Domestic arrears built up
by Government Ministries
and parastatals over the
last three years amounted
to MK72 billion (7 percent
of GDP)

Payroll
Management

Human Resource
Management System
(HRMIS) has been
introduced
A payroll audit of all civil
servants was
carried out and currently
salaries are
being paid directly to
public employees
bank accounts.

Actions to be implemented
The Government plans to
progressively extend processes for
capturing donor funded project
transactions in IFMIS to all projects
where bank accounts are controlled
by the Government
Configure the IFMIS purchase order
module to support commitment
control. Re-implement IFMIS on the
basis of comprehensive review
following the
planned forensic audits late 2013
Further strengthen the Internal Audit
Committees in 10
largest spending Ministries
Regularly issue minutes of the
Internal Audit
Committee meetings.
Government has already verified
these arrears and promissory notes
have been issued for nearly MK 40
billion have been issued to settle a
part of the arrears.
For the rest, the plan is to settle them
through budgetary provisions over
time
To avert the build up of arrears in the
future, the Local Purchase Order
Module (LPO) in the IFMIS is being
strictly enforced.
HRMIS system to be extended to 12
district councils. This will avoid the
build up of arrears on teachers pay.

Source: Malawi Public Expenditure Review Report No. 79865 - MW
2.7

The Medium Term Expenditure Framework

59.

In order to address the challenge of the weak link between policies and budgets,
a number of countries, including Malawi, Malawi introduced the Medium Term
Expenditure Framework (MTEF). The framework is a budgetary system that
seeks to link policy making, planning and budgeting. It is a transparent planning
24
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and budget formulation process within which the Cabinet and central agencies
establish credible bases for allocating resources to their strategic priorities
while ensuring overall fiscal discipline. It entails preparation of three -year
rolling budgets that are drawn annually and a five-year National Development
Plan. Depending on available resources, it establishes the cost of implementing
activities that will achieve the targets and meet objectives.
60.

MTEF includes projections of government expenditures and revenues over the
medium term (generally3-5years). Different degrees of detail for expenditure
projections are conceivable, depending on the country context.

61.

Some countries have established a disciplined multi-year budgeting process. In
these countries, the multi-year estimates focus on the existing policies and
become the basis of budget negotiations in the years following the budget. In
other countries, they only provide information for budgeting. Generally, the
multi-year estimates are rolled forward by one year, so that another year is
added at the end of the period.

62.

The MTEF draws objectives, priorities and targets from Sector Strategic Plans
(SSP) to allocate resources to activities. MTEF assist to shift Government’s
emphasis from inputs to defined priority activities and outputs. In Malawi,
MTEF was introduced into the budget formulation process in the 1994/95
financial year.
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CHAPTER 3: DEFINING THE BOUNDARIES OF THE STUDY
3.1

Introduction

63.

The previous chapter provided the macroeconomic environment in which the
period of the PER fell. Worth noting is the fact that the first four years of the
scope of the study relates to the period of economic acceleration that the
country experienced whilst the last two years was in the period of economic
distress. This chapter draws the framework of the study by defining public
environmental and DRM expenditure as well as the applicable laws and
institutions involved in the sectors.

3.2

Defining the Terms

64.

The starting point for this PER was to define ‘environmental’, ‘climate change’
and ‘disaster risk management’ expenditure. Experience across the world points
to the conclusion that this is not as straight forward as it seems. In this study,
the team was guided by the definitions of environment, climate change and
disaster risk management as provided in the relevant laws and policies. Whilst
the team focused on budgets and expenditures made by five ministries that are
directly involved in the sectors under review, transfers and expenditures for
water, fisheries and environment in local councils and DoDMA were also
reviewed.

3.2.1 Environment
65.

The Environment Management Act (1996) defines environment as the physical
factors of the surroundings of the human being including land, water,
atmosphere, climate, sound, odour, taste, and the biological factors of fauna and
flora, and includes the cultural, social and economic aspects of human activity,
the natural and the built environment23. It was felt that the definition as
provided by the Act is too broad for this study as it encompasses all issues
surrounding a human being, including the brown (artificial) environment. To
narrow down this definition, the mission and the mandate of the current
ministry responsible for coordinating activities in environments, MoECCM
provided some direction.

66.

The mission statement of the ministry reads as follows: To coordinate, and
promote participation of all stakeholders in the sustainable development,
utilization, and management of natural resources and environment for socioeconomic growth and development of Malawi24.
The mandate of the ministry is: Conserve, protect and manage the environment,
climate, forests and other natural resources for sustainable socio-economic
development of Malawi25
23

Environmental Management Act of 1996
Ministry of Environment and Climate Change Management Strategic Plan
25
Ministry of Environment and Climate Change Management Strategic Plan
24
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67.

The consulting team centred their study on key areas in which this and related
ministries operate namely, environment coordination, meteorological services,
land, forestry, fisheries, water and wildlife (environmental protection and
natural resource management). The selection is further guided by the
classification of environmental activities as given in the table below:
Table 3.1: Classification of Environmental Activities (CEA)26

2

Environmental Protection
Protection of ambient and
climate
Wastewater management

3

Waste management

3

4

Protection and remediation of
soil, ground water and surface
water
Noise and vibration abatement

4

6

Protection of biodiversity and
landscapes

6

7

Protection against radiation

7

8

Research and development for
environmental protection
Other
environmental
protection activities

1

5

9

1
2

5

Resource Management
Management
of
energy
resources
Management
of
timber
resources
Management
of
aquatic
resources
Management
of
other
biological resources
Management
of
water
resources
Research
development
activities
for
resource
management
Other resource management
activities

Source: International Monetary Fund

The items in the classification serve to provide an assurance that the team’s
selection of the issues to be included in the PER is not outside the generally
accepted international practices for such studies. This classification has been
endorsed by the United Nations, the OECD, the European Union, the
International Monetary Fund and the World Bank. The same classification has
also been adopted by COFOG (Classification of Functions of Government) which
concerns all General Government Functions.

26

IMF (2001) Government Financial Statistics Manual
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3.2.2 Climate Change
68.

Climate change27 is defined as the change in climate that is attributed directly or
indirectly to human activity that alters the composition of the global climate,
whereas natural climatic fluctuations from year to year is termed climate
variability. Climate change is attributed to an increase in the greenhouse gas
(GHG) concentrations in the atmosphere resulting from human-induced
activities. The main greenhouse gases of concern are: carbon dioxide (CO2),
methane (CH4), nitrous oxide (N2O) and the chlorofluorocarbons. These gases
trap outgoing long wave radiation in the lower levels of the atmosphere, thereby
resulting in global warming.

69.

In addition, deforestation contributes to climate change in that it lays the soil
surface bare resulting in radiation imbalance and trapping of CO2. Climate
change is manifested through many climatic hazards or calamities, such as
intense rainfall, floods, seasonal droughts, multi-year droughts, dry spells, cold
spells, strong winds, thunderstorms, heat waves, landslides, hailstorms,
mudslides, and epidemics. All these have serious effects on all sectors of
economic growth, especially the agriculture sector, which is the engine of
growth of the Malawi’s economy.

70.

The efforts of the Ministry of Environment and Climate Change Management in
promoting climate change adaptation and mitigation is derived from the draft
Climate Change Policy (2012) which aims at contributing to the attainment of
sustainable development in line with Malawi’s National goals, as outlined in
Malawi’s Growth and Development Strategy II and Vision 2020. It seeks to
achieve this through better adaptation to, and mitigation against, climate
change, with a focus on resilience building for Malawi’s citizens. The Climate
Change Policy creates an environment for the development of a country-wide,
coordinated and harmonized approach, which attends to the needs and
concerns of all sectors of society, while ensuring continued sustainable
development.

3.2.3 Disaster Risk Management
71.

According to the Disaster Preparedness and Relief Act (1991), "disaster" means
an occurrence (whether natural, accidental or otherwise) on a large scale which
has caused or is causing or is threatening to causea) death or destruction of persons, animals or plants;
b) disruption, pollution or scarcity of essential supplies;
c) disruption of essential services;
d) influx of refugees into or out of Malawi;

27

The Second National Communication of the Republic of Malawi to the Conference of the Parties (COP) of the
United Nations Convention on Climate Change (UNFCCC)
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e) plague or epidemic of disease that threatens the life or well-being of the
community.
72.

The long term goal of the draft policy on disaster risk management in Malawi is
to sustainably reduce disaster losses in lives and in the social, economic and
environmental assets of individuals, communities and the nation.

73.

It is important to note that DRM links very closely with environment, natural
resources and climate change. The Malawi National Adaptation Programmes of
Action (NAPA) which was developed in 2006 seeks to identify the immediate
adaptation measures that need to be taken to reduce the risks posed by climate
change and the possible impacts of increased severe weather events on Malawi.

74.

In defining disaster risk management, the Malawi Risk Management Handbook
quotes the United Nations International Strategy for Disaster Reduction as the
systematic process of using administrative directives, organizations, and
operational skills and capacities to implement policies strategies and coping
capacities in order to lessen the adverse impacts of hazards and the possibility
of disaster. This term is an extension of the more general term ‘risk
management’ to address the specific issue of disaster risks. Disaster risk
management aims to avoid, lessen or transfer the adverse effects of hazards
through activities and measures for prevention, mitigation and preparedness.
The study framework is identified by the two definitions.

3.3

Definition of Public Expenditure

75.

The Malawi Public Finance Management Act (2003) does not define public
expenditure. However it defines public money as “all money, other than trust
money, received by the government, including all revenue grants, loans and
other moneys, and all bonds, debentures, and other securities received by, or on
account of, or payable to, or belonging to, or deposited with the government or
any ministry by any officer of Government in his capacity as such or any person
on behalf of Government”28. This definition is wide open on the sources of
money but it treats such money as public money if it is received and kept by
pure government ministries and departments.

76.

The Public Procurement Act (2003) defines public funds as “any monetary
resources appropriated to procuring entities through budgetary processes, aid
grants and credits put at the disposal of procuring entities by foreign donors, or
revenues of procuring entities”29. This definition is rather flexible on the type of
entity involved because it focuses on procuring entities, which include
parastatals.

77.

Since the two pieces of law do not provide a clear straightforward framework,
we would further be guided by the New Partnership for Africa’s Development
28
29

Public Finance Management Act (2003)
Public Procurement Act (2003)
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(NEPAD) guidelines for conducting agriculture PERs which specify that only net
transfers to public enterprises operating in the agriculture sector on a
commercial basis should be taken into account in such PERs30.
78.

Based on the two definitions and the NEPAD guidelines, this study considers all
expenditures by ministries, departments, local councils and semi and fully subvented statutory corporations as public expenditure.

79.

Accordingly, the general definition of public environmental expenditure is
“expenditure by public institutions for purposeful activities aimed directly at the
prevention, reduction and elimination of pollution or any other degradation of
the environment resulting from human activity, as well as natural resource
management activities not aimed at resource exploitation or production”31.

80.

No instantaneous literature has been singled out as having defined public
disaster risk management expenditure. However, the definition can be
construed from the definitions of public expenditure and disaster risk
management as follows: expenditure incurred by government and its
institutions at central and local levels for purposes of reducing the risk, impact
or effects of a disaster or threatening disaster situation.

3.4

Key Laws and Policies

81.

The Government of Malawi has formulated several policies on specific aspects of
environment, climate change and disaster risk management. To give effect to
their implementation and enforcement, it enacts laws. In some cases, new
policies are being proposed as a basis to revise old laws. The sectors derive their
obligation to plan and budget for their activities from the laws and policies. In
addition, GoM implements several multi-lateral agreements and regional
commitments. The table below outlines key laws and policies in environment,
climate change and disaster risk management and the respective implementing
agencies.

30
31

Malawi Public Expenditure Review, Report No. 79865 – MW, World Bank
Auphil Swanson and Leiv Lunderthors (2003)
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Table 3.2:

Key Laws and Policies and the Respective Implementing
Partners

Legislation/Policy












Environment
Management Act (1996)
Forestry Act (1997)
Draft National Climate
Change Policy (2012)
Forestry Policy (1996)
National Environmental
Policy (2004)
Disaster Preparedness
and Relief Act (1991)
Draft National Disaster
Risk Management Policy
National Parks and
Wildlife Act (2012)
Wildlife Policy (1996)

Department of
Disaster
Management
Affairs
Ministry
of
Tourism,
Wildlife
and
Culture

Water Resources Act
(2012)
National Water Policy
(2005)

Ministry
of
Irrigation and
Water
Development

National
(2002)

Ministry
Lands

Land

Policy

of

Fisheries
and
Aquaculture
Policy
(2001)
 Fisheries Conservation
and Management Policy
(1996)
National Health Policy 2012

Ministry
of
Agriculture
and
Food
Security



University of Malawi Act
(1974) amended 1998
 Mzuzu University Act
(1997)
 LUANAR Act (2011)
Water Works Act (1995)

Public
Universities

Companies Act (1984)

Electricity
Supply
Corporation of
Malawi
(ESCOM)



82.

Implementing
Agency
Ministry of
Environment
and Climate
Change
Management

Ministry
Health

of

Water Boards

Core Function
To coordinate, and promote participation of all
stakeholders in the sustainable development,
utilization, and management of natural resources,
energy and environment for socio-economic growth
and development.

To direct and coordinate disaster management
activities at national level in order to improve and
safeguard the quality of life for Malawians
To promote tourism, conserve and manage wildlife,
uphold and promote Malawi’s national identity
through study, conservation and preservation of
national heritage for the country’s sustainable
economic and social growth.
To manage and develop water resources for
sustainable, effective and efficient provision of
portable water, sanitation and irrigation systems in
support of Malawi’s economic growth and
development agenda.
To create an enabling environment for, effective and
sustainable provision of land and housing
management services to the general public in order
to promote and encourage sustainable economic
growth
Promoting agricultural productivity and sustainable
management of land resources to achieve food
security, increased incomes and ensure sustainable
socio-economic growth and development.

To stabilise and improve health status of Malawians
by improving access, quantity and cost effectiveness
and quality of the Essential Health Package (EHP)
and related services so as to alleviate the suffering
caused by illness and promoting good health, thereby
contributing to poverty reduction.
Providing education in environment, climate change
and disaster risk management.

To provide adequate supply of wholesome water and
quality services to all customers in an efficient and
effective manner while being environmentally
conscious and friendly.
To generate, transmit and distribute electrical energy
and provide related services, motivated by desire for
excellence through the use of appropriate
technologies, to the satisfaction of customers and
other stakeholders.

This chapter drew the framework of the PER in terms of defining environment,
climate change and disaster risk management expenditures in reference to
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finance laws and guidelines. It further provided a framework of key legislation
and implementing agencies in the environment and DRM public expenditure
review. The next chapter presents the ENRM and DRM budgets, expenditures,
MGDS targets and variances of key institutions involved in the sectors.

32

Public Expenditure Review Report for Malawi’s Environment and Disaster Risk Management Sectors

CHAPTER 4: BUDGETS AND EXPENDITURES FOR THE KEY MINISTRIES
4.1

Introduction

83.

The preceding chapter drew the framework of the study by defining ENRM and
DRM expenditure as well as outlining the laws and institutions involved in the
sectors. In this chapter, the consultancy team analyses and discusses ENRM
budgets and actual expenditures, variances and a comparison between MGDS
targets and actual expenditures for the ministries that are directly involved in
issues of environment. The discussion also touches on local councils for water,
environment and fisheries expenditures, statutory corporations that are
involved in environment and the Department of Disaster Management Affairs
for disaster risk management.

4.1.1 Ministry of Environment and Climate Change Management
84.

In April, 2012, the Government of Malawi established MoECCM from the
reorganization of the then Ministry of Natural Resources, Energy and
Environment (MoNREE) with an objective to sustainably increase the
availability and productivity of the environment, climate and natural resources.
The Ministry has three core programs namely Climate Change and
Meteorological Services, Forestry Services and Environmental Management
Services.

85.

Over the period under review, the ministry experienced transformation in terms
of departmental composition and activities. In some years the ministry has had
as few as 8 cost centres whilst in other years there were as many as 15.
Fisheries and meteorological services have been moved to and from ministries
for political and other reasons. The Department of Fisheries has finally settled in
Ministry of Agriculture and Food Security as it complements food security. Out
of the MGDS II nine priority areas which are under implementation, MoECCM is
implementing priority number nine (Climate Change, Natural Resources and
Environmental Management) while in the predecessor MGDS (2006 – 2011),
environment was strategized under theme 1 subtheme 4: conservation of the
natural resource base. The ministry is therefore relevant to the overarching
medium term strategy for Malawi designed to attain the country’s long term
aspirations as spelt out in its Vision 2020.

86.

MoECCM, has similar functions as Ministry for the Coordination of
Environmental Action (MICOA) in Mozambique and Ministry of Natural
Resources (MINIRENA) in Rwanda. Rwanda’s Environmental Management
Authority (REMA) is an independent environmental regulatory body.
The budgets, actual expenditures, variances and MGDS targets for the ministry
for the six years under review are tabulated below:
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Table 4.1:

Budgeted and Actual Expenditure, MGDS Targets and Variances
for MoECCM 2006/07 – 2011/12 (MK Millions)

Recurrent Budget
Capital Budget
Total Budget
Actual Rec. Expenditure
Actual Capital expenditure
Total Actual Expenditure
MGDS Targets
Variances on Rec. Budget
Variances on Capital Budget
Variances on Total Budget

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Total

830
798
1628
804
536
1340
1192
3.1%
32.8%
17.6%

677
337
1014
622
248
870
1287
8.1%
26.3%
14.2%

890
798
1688
895
521
1416
1248
(0.6%)
34.7%
16.1%

1325
445
1770
1306
383
1599
1163
1.4%
13.9%
9.7%

1679
1136
2815
1551
756
2307
1391
7.6%
33.4%
18.0%

1721
1021
2742
1571
754
2325
3192
8.7%
26.2%
10.3%

7122
4534
11657
6749
3198
9857
9473
5.2%
29.5%
15.4%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

87.

The total ENRM expenditure for the period was MK9.9 billion against the budget
of MK11.7 billion. There was a 35% drop in the actual expenditure in 2007/08
financial year as a result of the transfer of the Department of Fisheries and
Department of Environmental Affairs to Ministry of Agriculture and Food
Security and Ministry of Lands, Housing and Urban Development (Vote 130)
respectively. The latter was moved back to the original ministry in the 2009/10
fiscal year. MoECCM incurred 22% of total environment expenditure in the six
years of the review.
Basis for budgeted and actual expenditures for 2006/07

88.

The team counted the recurrent budgets and actual expenditures for all the cost
centres in that year namely, Ministry Headquarters, Fisheries Headquarters,
Fisheries Offices – Mangochi, Divisional Fisheries Office – South, Fisheries
Offices – North, Fisheries Offices – Centre, Environmental Affairs Headquarters,
Forestry Headquarters, Forestry Research Institute of Malawi, Regional Forestry
– South, Regional Forestry Centre, Regional Forestry North, Malawi College of
Forestry and Wildlife and Viphya Plantations. The team also included the costs
for the Energy Division where they were directly related to environment or
energy saving.

89.

The projects that formed the budgeted and actual expenditures for the ministry
in 2006/07 were: Development of Legal Database on Environment and Policy in
Africa, Environmental Micro Projects Funds, National Capacity Development for
Global Environmental Management, National Biodiversity and Action Plan,
Small Scale Off-shore Fishery Technology Development Project, Lake Malawi
Artisanal Fisheries Development Project, Nature Programme, Information on
National Adaptation of Action, Southern Africa Biodiversity Programme,
National Herbarium and Botanic Gardens of Malawi, Barrier Removal to
Renewable Energy in Malawi Project and Forestry Replanting and Tree Nursery
Project.
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Basis for budgeted and actual expenditures for 2007/08
90.

The consultancy team counted the recurrent budgets and actual expenditures
for all the cost centres which were managed in that year namely, Ministry
Headquarters, Forestry Headquarters, Forestry Research Institute of Malawi,
Regional Forestry – South, Regional Forestry Centre, Regional Forestry North,
Malawi College of Forestry and Wildlife and Viphya Plantations. The number of
ENRM related cost centres reduced to 8 because of the transfer of other
fisheries cost centres to MoAFS.

91.

Capital expenditure in 2007/08 was for: Nature Programme, Barrier Removal to
Renewable Energy in Malawi Project, Forestry Replanting and Tree Nursery
Project, Tree Planting for Carbon Sequestration and Other Ecosystem Services
Project and National Herbarium and Botanic Gardens of Malawi.
Basis for budgeted and actual expenditures for 2008/09

92.

Under the recurrent budget and expenditure, the cost centres were the same as
in the previous year as follows: Ministry Headquarters, Forestry Headquarters,
Forestry Research Institute of Malawi, Regional Forestry – South, Regional
Forestry Centre, Regional Forestry North, Malawi College of Forestry and
Wildlife and Viphya Plantations. Capital expenditure that was incurred was for
BARREM, National Herbarium and Botanic Gardens of Malawi, Forestry
Replanting and Tree Nursery Project and Tree Planting for Carbon
Sequestration and Other Ecosystem Services Project.
Basis for budgeted and actual expenditures for 2009/10

93.

The following cost centres were used for recurrent expenditures: Ministry
Headquarters, Environmental Affairs Headquarters, Forestry Headquarters,
Forestry Research Institute of Malawi, Regional Forestry – South, Regional
Forestry Centre, Regional Forestry North, Malawi College of Forestry and
Wildlife, Viphya Plantations, Meteorological Headquarters and Meteorological
Services – Kamuzu International Airport.
Basis for budgeted and actual expenditures for 2010/11

94.

The consultants used the following cost centres: Ministry Headquarters,
Environmental Affairs Headquarters, Forestry Headquarters, Forestry Research
Institute of Malawi, Regional Forestry – South, Regional Forestry Centre,
Regional Forestry North, Malawi College of Forestry and Wildlife, Viphya
Plantations, Meteorological Headquarters and Meteorological Services –
Kamuzu International Airport.

95.

For capital expenditure, it was Forestry Replanting and Tree Nursery Project,
Tree Planting for Carbon Sequestration and Other Ecosystem Services Project,
Community Vitalisation and Afforestation in the Middle Shire and
Modernisation of Meteorological Services for Aviation Landing.
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Basis for budgeted and actual expenditures for 2011/12
96.

In 2011/12, for recurrent budgets and expenditure, the basis was the same as in
2010/11 whilst capital expenditure was for Community Vitalisation and
Afforestation in the Middle Shire, Modernisation of Meteorological Services for
Aviation Landing, Climate Change and Meteorological Capacity Development
Project and Forestry Preservation Programme.

97.

In order to achieve goals of various policies that are being implemented by the
ministry, the ministry has implemented various projects under Public Sector
Investment Programme (PSIP). The development budget is structured in such a
way to provide long term public goods and services through projects, such as
infrastructure development, capacity building, and other investment
programmes. Development expenditures may be wholly financed from locally
generated revenues in the consolidated fund or by donor through loans and
grants. Sometimes government is required to provide counterpart funds
depending on the project agreement with a donor.

98.

In the six years under review, the following projects were implemented by the
ministry from sources captured in the national budget. Most of the projects do
not apply to the whole period under review as they were either implemented
for less than six years or transferred to other ministries upon changes in
ministerial composition: Lake Malawi Artisanal Fisheries Development Project,
Construction of Fences Around Botanic Gardens, Small Scale Off-Shore Fisheries
Technology Development (SSFTDP), Forestry Management for Sustainable
Livelihood; Presidential Initiative on Aquaculture Development (PIAD), Forestry
Replanting and Tree Nursery Project (FOREP), Tree Planting for Carbon
Sequestration and Other Ecosystem Services Project, Community Vitalisation
and Afforestation in the Middle Shire (COVAMS), Modernisation of
Meteorological Services for Aviation Industry, Improved Forestry Management
for Sustainable Livelihoods; Forest Preservation Programme; Climate Change
and Meteorological Capacity Development, National Capacity Development for
Global Environment Management and Southern Africa Biodiversity Programme.
The figure below shows the expenditure in Malawi Kwacha incurred by
MoECCM from 2006 to 2012.
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Figure 4.1: MoECCM Expenditure in Malawi Kwacha

99.

The expenditure incurred by this ministry, save for 2007/08, kept rising over
the review period with an effective of change of 74% by 2012. However, the
expenditure in US dollar terms declined in 2012 due to the 49% devaluation of
the local currency against foreign currencies. The figure below shows the
expenditure in US$ incurred by MoECCM from 2006 to 2012.
Figure 4.2:

100.

MoECCM Expenditure in US$ for 2006 to 2012 Period

In the six years under review, the Department of Forestry has facilitated
planting of more than 300 million trees over 125,000 hectares of land
countrywide. Forests are also important sources of employment and income,
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promoters of biodiversity that is important in ecotourism, and regulators of
climate change. Full time employment in forestry is around 29,000 with a
further 130,000 jobs involved in wood fuel supply32. Government generates
revenue from forestry resources through revenue collection in a number of
areas. For instance, the major sources of revenue in the sectors are royalties on
forestry produce on customary estate and administration fees, licences and
concessions among others. The revenue from these sources over the six year
totalled MK 1.185 billion33. Forestry makes positive contribution to the
following MGDS priority areas:
 Agriculture and Food Security;
 Irrigation and Water Development;
 Transport and Infrastructure Development;
 Energy Generation and Supply;
 Integrated Rural Development; and
 Prevention and Management of National Disorders, HIV and AIDS.
101.

However, CSOs in Malawi see regression on many of the MDG targets based on
the amount of forest cover decreasing. Very high population growth places
greater pressure in the country’s natural resource. The lack of sustainable
alternatives to solid fuels is a continuing challenge.

32
33

Economic Valuation of Natural Resource Use in Malawi, Ministry of Finance
Annual Economic Reports, Ministry of Economic Planning and Development
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4.1.2 Ministry of Lands, Housing and Urban Development
102.

Land is the most basic of all resources available for social and economic
development in Malawi. When considered in combination with water, it
produces other resources including arable soils, forest, pasture, wildlife habitat
and marine ecosystems valuable to people. Through the forces of nature and
prior actions of many generations, these resources are spatially distributed in
differing quantities and locations throughout Malawi. This distribution of land
related resources is, however, not static; people have the ability to alter the mix.
They can conserve or deplete existing resources or they can invest time and
effort to improve the stock of certain land resources by improving
accessibility34.

103.

The Ministry of Lands, Housing and Urban Development (MoLHUD) is the
custodian of all land in Malawi. In addition to land matters, in 2007/08,
2008/09 and 2009/10 fiscal years, the Ministry was responsible for
coordinating environmental issues across all sectors. The National Land Policy
(2002) is the key instrument for dealing with all land issues. The policy deals
with issues of access to land, tenure security and sustainable environmental
management. The key focus for the policy is on issues of land ownership, land
use, land registration, national physical development plans, establishment plans
and legal framework for land use. To support implementation of the policy, the
Government has prepared a land legislation which is yet to be approved by the
Government and Parliament.

104. The MGDS II also recognises land as a basic and important source of livelihood
for most Malawians and a basic resource for social and economic development
of the country. The MGDS in line with the land policy, highlights the need to
ensure equitable access to land and tenure security. Associated with this is the
need for efficient and sustainable use of land and land based resources. One of
the key strategies proposed is that of ensuring the adoption of environmentally
sustainable land use practices. The MGDS II also calls for community
participation and public awareness of land issues at all levels.
105. The mission of the ministry is to create an enabling environment for effective and
sustainable provision of land and housing management services to the general
public in order to promote and encourage sustainable economic growth and
development. The table below shows the ENRM budgets in the ministry for six
years:

34

Malawi National Land Policy 2002
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Table 4.2:

ENRM Budgeted and Actual Expenditure, MGDS Targets and
Variances for MoLHUD 2006/07 – 2011/12 (MK Millions)

Recurrent Budget
Capital Budget
Total Budget
Actual Rec. Expenditure
Actual Capital expenditure
Total Actual Expenditure
MGDS Targets
Variances on Rec. Budget
Variances on Cap. Budget
Variance on Total Budget

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

491
1728
2219
479
1540
2019
878
2.4%
10.9%
9%

418
1819
2237
402
1621
2023
1004
3.8%
10.9%
9.6%

634
2002
2636
598
1673
2271
1103
5.7%
16.4%
13.8%

871
2079
2950
849
2118
2967
1193
2.5%
(1.9%)
(0.6%)

704
490
1194
554
435
989
1021
21.3%
11.2%
17.2%

412
50
462
386
50
436
2430
6.3%
0%
5.6%

Total

3530
8168
11698
3268
7437
10705
7629
7.4%
8.9%
8.5%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

106. The ENRM budget for the vote was MK11.7 billion over the six year period and
30% of that amount being recurrent. The 2006/07 to 2009/10 annual budgets
were higher than in each of the final two years of the review period. When the
expenditure for 2009/10 is compared to that of 2011/12 there was a decline by
85%. From 2006/07 to 2009/10 the expenditure rose by 47% and the decline
followed. The key reason was the resources that were provided for the
Community Based Rural Land Development Project (CBRLDP) ended with
closure of the project in 2009/10 financial year. The Project was one of the
initiatives of Government of Malawi’s Land Reform Programme (LRP),
implemented with financial assistance in form of a grant from the International
Development Association of the World Bank.
107.

Its focus was in rural areas where poverty was most pervasive and it was also
testing community demand-driven principle for land redistribution. The
Project’s development objective was to increase agricultural productivity and
incomes of about 15,000 poor rural families by implementing a decentralized,
community-based, voluntary and market-assisted approach to land reform
through the provision of land to landless and land-poor beneficiary groups in
the districts of Mulanje, Thyolo, Machinga, Mangochi, Balaka and Ntcheu, in
southern Malawi. Another well resourced project that was implemented during
the same period was the AfDB financed Customary Land Reform and
Sustainable Rural Livelihoods Project.

108.

Further to that 2010/11 and 2011/12 was the period of economic contraction
for Malawi when governance problems and a series of political missteps led to a
withdrawal of donor support and total grant inflows fell from 10.3% of GDP in
2008/09 to 4.5% by 2011/12. Budget support fell from a high of 4.5% of GDP in
2009/10 to 0% in 2011/12. MoLHUD contributed 25% to the total environment
expenditure for six year period.
The figure below shows the trend of the ministry’s actual expenditure on ENRM
over the six year period:
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Figure 4.3:

Annual ENRM Expenditure for MoLHUD

Basis for budgeted and actual expenditures for 2006/07
109.

In Ministry of Lands recurrent budgets and expenditures have been counted
under the following cost centres: Headquarters costs, Lands – Northern Region,
Lands Southern Region, Lands – Central Region and Lands – South Eastern
Region. The expenditures were planned and incurred under the following
programmes: administration and support services, environmental management,
land management, planning and land technical services.
Basis for budgeted and actual expenditures for 2007/08 and 2008/09

110.

In 2007/08 and 2008/09, it had been the same cost centres as in 2006/07 with
the addition of Environmental Affairs Headquarters, Meteorological Services
Headquarters and Meteorological Services Kamuzu International Airport.
In 2007/08 capital costs were for the following projects: Strengthening the
Institutional Framework for Land Reform Programme, Community Based Rural
Land Development Project, Customary Land Reform and Sustainable Rural
Livelihoods, Nature Programme, UNFCCC Second National Communication,
Environmental Micro-Projects, National Land Policy Awareness Programme,
Modernization of Meteorological Services for Aviation Landing and Songwe
River Basin Development Project.
In 2008/09 capital costs comprised the following projects: Customary Land
Reform and Sustainable Rural Livelihoods, Strengthening the Institutional
Framework for Land Reform Programme, Community Based Rural Land
Development Project and Modernization of Meteorological Services for Aviation
Landing.
Basis for budgeted and actual expenditures for 2009/10
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111.

The cost centres from which figures for recurrent budgets and respective
expenditures were obtained were the same as in 2007/08 and 2008/09. As in
the other years, housing and building departments were excluded from the
analysis.

112.

Capital expenditure for ENRM was for the Community Based Rural Land
Development Project, Customary Land Reform and Sustainable Livelihoods
Project, Malawi National Land policy Public Awareness, Modernization of
Meteorological Services for Aviation Landing, Public Land Development
Programme, Forestry Replanting and Tree Nursery Project and Tree Planting for
Carbon Sequestration and Other Ecosystem Services Project, Community
Vitalisation and Afforestation in the Middle Shire and National Herbarium and
Botanic Gardens of Malawi. For the reason mentioned above, the last three
projects were included in the budget only.
Basis for budgeted and actual expenditures for 2010/11

113.

In this year, ENRM recurrent budgets and expenditures were under the
following cost centres: Headquarters costs, Lands – Northern Region, Lands
Southern Region, Lands – Central Region and Lands – South Eastern Region. The
expenditures were planned and incurred under the following programmes:
administration and support services, environmental management, land
management, planning and technical services. We left out the costs of housing
and building departments.
The ENRM capital expenditure that was counted related to the following
projects: Community Based Rural Land Development Project, Land Information
Management System, National Land Policy Awareness and Public Land
Development Programme.
Basis for budgeted and actual expenditures for 2011/12

114.

For ENRM recurrent budgets and expenditures, the counting was as it was in
2011/12 as follows: Headquarters costs, Lands – Northern Region, Lands
Southern Region, Lands – Central Region and Lands – South Eastern Region. The
expenditures were planned and incurred under the following programmes:
administration and support services, environmental management, land
management, planning and technical services. The costs of physical planning,
housing, building and surveys departments were not included.
Capital expenditure was budgeted and incurred for the Land Information
Management System only. This was the period being referred to as the period of
economic contraction.
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115.

CBRLDP improved incomes of 15,142 households that had been relocated by
2010. Their incomes rose by an average of 68% one year after relocations35. soil
is also important to the construction industry, particularly the making of bricks
and the use of sand in construction. There is a growing small and medium
pottery industry especially in central Malawi-Dedza and Nkhotakota districts –
which is also tourist attraction. In general, clay soils are used for artisanal
pottery for cookery and water storage throughout the country. Soils also
provide environmental services such as water purification, and it is also crucial
in the control of the water table for electricity generation along the upper and
mid Shire River.

116.

The Land Bill 2013 which aims at addressing the question of access to land
especially for the vulnerable and marginalized such as women, children headed
households and the poor in general is taking unjustifiably long to be enacted.
This situation is mainly attributed to conflicting political interests of key
stakeholders in land matters.

35

Impact Evaluation Report of the Community Based Rural Land Development Project, Franklin
Simtowe
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4.1.3 Ministry of Agriculture and Food Security
117.

By its nature, Ministry of Agriculture and Food Security is a key partner in
environment and natural resources management. This is so because a
significant proportion of the activities in agriculture are dependent on
environment and natural resources. Over 80% of Malawians depend on
agriculture as their main economic stay and a major source of livelihood; hence
the country’s top soil remains an important natural resource. But this resource
continues to be degraded at an accelerating speed36. According to the National
Environmental Action Plan (NEAP), soil erosion is caused by expansion of
agriculture, deforestation, overgrazing, and land scarcity leading to people
cultivating in marginal and fragile lands37.

118.

The Ministry recognizes that environmental degradation in Malawi is reaching a
crisis stage that requires urgent action. This is mainly due to massive
deforestation which is resulting in siltation of rivers and lakes and loss in soil
fertility due to soil erosion. The siltation results in less fish stocks and low water
availability for people and livestock. The loss in soil fertility is leading to
reliance on inorganic fertilizers to produce crops at a high and unaffordable cost
for most smallholder farmers27. The Government is currently implementing a
fertilizer subsidy programme to support poor smallholder farmers to access
inorganic fertilizers, however the cost of this programme has risen significantly
with fertilizer price increases.

119.

Fisheries has been anchored by the Ministry of Agriculture since 2007/08
because it contributes to food security in the country. Fisheries resources
contribute to the livelihoods of more than 1.6 million Malawians. Almost 60,000
individuals are employed as fishers, and about 500,000 are engaged in
fisheries‐related economic activities38. The socio-economic importance of
fisheries resources to the national economy, and the threats arising from overfishing and dwindling stocks, are relatively well-documented. Fisheries
resources are a key source of employment, protein, income, foreign exchange
and bio-diversity. More broadly, at official retail prices, the annual total catch
was worth MK9.4 billion (US$67.1 million) in 2008. In terms of value, fish
landing in 2007 were estimated at MK7.6 billion or US$4.3 million39 most of
which was domestically consumed.

120.

In responding to growing demand for fish consumption, there have been
growing efforts to invest in fish farming as an integral part of the routine
agricultural activities that households engage in, thereby further speeding up
the declining trend in fish resources. The overriding implication is that the
declining fisheries resources in the natural water bodies are putting pressure on

36

Economic Evaluation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development Planning
Economic Evaluation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development Planning
38
Economic Evaluation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development Planning
39
Annual Economic Report 2008 – Ministry of Economic Planning and Development
37
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the households to pursue alternatives that take more time and money to grow
like livestock production.
121.

The fisheries industry is also a source of employment. The Department of
Fisheries reports that the industry directly employs about 60,000 fishermen and
indirectly engages 500,000 people through fish processing, transportation,
marketing, as well as boat building and repairs. In addition to being the main
source of these direct benefits, Lake Malawi is rich natural resource of interest
among researchers, because it is known to stock over 800 fish species, although
only 240 of these species are clearly identified. However, no information on the
monetary values of these activities is currently available40.

122.

Fisheries has had five cost centres namely, Fisheries Headquarters, Mangochi,
Southern Region, Central Region and Northern Region Offices. In 2006/07 these
five cost centres were budgeted and reported under the then Ministry of Mines,
Natural Resources and Environmental Affairs. The MoAFS has also been
engaged in environmental conservation and education, land resource
management and land resource survey and evaluation which are subprogrammes 17, 18 and 19 respectively under the extension services in the
ministry.
Table 4.3:

ENRM Budgeted and Actual Expenditure, MGDS Targets and
Variances for MoAFS 2006/07 – 2011/12 (MK Millions)
2006/07

Recurrent Budget
Capital Budget
Total Budget
Actual Rec. Expenditure
Actual Cap. Expenditure
Total Actual Expenditure
MGDS Targets (costings)
Variances on Rec. Budget
Variances on Cap. Budget
Variance on Total Budget

87
219
306
83
184
267
205
4.6%
16%
12.7%

2007/08

241
339
580
229
311
540
215
5%
8.2%
6.9%

2008/09

283
482
765
257
438
695
118
9.2%
9.1%
9.1%

2009/10

299
729
1028
289
522
811
135
3.3%
28%
21.1%

2010/11

342
334
676
318
282
600
154
7%
15.6%
11.2%

2011/12

468
756
1224
431
690
1121
1397
7.9%
8.7%
8.4%

Total

1720
2859
4579
1607
2427
4034
2224
6.5%
15%
12%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

123. The total ENRM budget for the ministry for six years totals MK4.6 billion against
total actual expenditure of MK4 billion. Over the same period the total budget
for all the cost centres (the whole ministry) came to MK175 billion to which
environment expenditure was 2.6%. Between 2006/07 and 2008/09 the growth
in expenditure for ENRM was higher at 160% than for the whole ministry at
100%. MoAFS contributed 9 percent to the total environment expenditure for
six year period. The financing that was made to the Department of Land

40

Economic Evaluation of Sustainable Natural Resource Use in Malawi
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Resources and Conservation raised the ministry’s ENRM expenditure by 40% in
2011/12 over the previous year’s expenditure.
124.

Over the review period, the nutrition and food security component, under which
FISP falls, took 67% of the ministry budget. The Food Security Policy provides a
general statement about environment as quoted here: “the policy recognizes the
existence of the National Environmental Policy and advocates participation of
all stakeholders in sound management, conservation and utilization of natural
resources and the environment to achieve increased but sustainable
productivity and development now and in the future”.

125.

In Ministry of Agriculture and Food Security, ENRM budgets and expenditure
were arrived at by adding the figures for all the cost centres for fisheries and
sub-programmes 17, 18, and 19 land resource survey and evaluation, land
resource management and environmental conservation and education
respectively. These sub-programmes fall under programme 14, extension
services. For fisheries, the counting excluded the 2006/07 financial year as the
department was anchored by the then Ministry of Mines, Natural Resources and
Environmental Affairs.

126.

The environment and natural resources projects that have been implemented
by the ministry through the national budget, in the review period, relate to
fisheries and aquaculture development and these were: Lake Malawi Artisanal
Fisheries Development Project, Small Scale Off-Shore Fisheries Technology
Development (SSFTDP) and the Presidential Initiative on Aquaculture
Development Fish Farming Project.

127.

One of the pillars of ASWAp (2011 to 2015) is sustainable agriculture land and
water management for which $193 million was budgeted for in the ASWAp for
the 2011/12 financial year41. The approved estimates of expenditure on
recurrent and capital budget did not reflect this budget, neither did the
consolidated annual appropriation accounts. The ENRM outlays by development
partners which were provided to the consultants by the Aid Management
Platform did not include this aspect either. So going by the terms of reference
for this study, the team found no basis for including this budget and the related
expenditure in the public expenditure review analysis.

128.

96% of the budget for sustainable land and water management in 2011/12 was
earmarked for irrigation intensification under the broad umbrella of the
Greenbelt Initiative (GBI). It has to be highlighted that GBI was expected to
demand huge investments in the first phase of the ASWAp implementation due
to irrigation infrastructure designs and development. The overall goal for GBI is
to contribute towards the attainment of sustainable economic growth and
development in line with the MGDS. By the end of the financial year, the

41

Malawi Agricultural Sector Wide Approach
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initiative had neither been fully instituted nor operational: staff and other
organisational structures were not yet in place.
129.

Of the 2011/12 budget for sustainable land management in the ASWAp, 38%
was directed towards promotion of soil fertility conservation and labour saving
technologies. The contributions to the ASWAp of civil society, organisations,
non-governmental agencies and the private sector were yet to be clarified42.

130.

It should be noted that most funding for agricultural sector activities currently
takes the form of discrete funding for specific agreed workplans with associated
budgets. Often, the implementation of such projects is led by a Project
Implementation Unit (PIU) specifically hired for the purposes of project
management and administration. Therefore funding is provided based on
workplans for approved activities with associated budgets. The Executive
Management Committee, comprising the Principal Secretary (MoAFS), with
membership from participating ministries (Irrigation & Water Development;
Industry & Trade; and Local Government & Rural Development) and supporting
ministries such as Development Planning & Cooperation; Finance, Gender;
HIV/AIDS and Nutrition Department under the OPC, approves these worplans
and budgets.
The figure below shows the trend of the ministry’s actual expenditure on ENRM
over the six year period:
Figure 4.4:
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Annual ENRM Expenditure for MoAFS

Malawi’s Agriculture Plan Lacks Funding – By Jessica Campbell
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The variations in the trend for 2010/11 and 2011/12 are explained by the
already discussed economic downturn and funding for the Department of Land
Resources and Conservation respectively.
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4.1.4 Ministry of Irrigation and Water Development
131.

The Ministry of Irrigation and Water Development is responsible for
coordinating sustainable management of water resources to ensure adequate
supply of water for household use, irrigation services, electricity generation and
other use. In this study, the team takes the contribution the ministry makes to
environment management by analyzing budgets and expenditures on water
resources development and management programs leaving out irrigation. The
definition of natural resources in this study includes ground and surface water.

132.

The Ministry’s mandate is to ensure the sustainable management, development
and utilization of water resources for social economic growth and development.
However, the mission is to manage and develop water resources for sustainable,
effective and efficient provision of portable water, sanitation and irrigation
systems in support of Malawi’s economic growth and development agenda.

133.

In the minds of many people, demand for water is associated with human
requirements. It is rare to associate water demand with environmental
requirements. However, water determines the carrying capacity of ecosystems,
and evaporation is an important link in the hydrological cycle, since it accounts
for over 90 per cent of the source of precipitation43. Unfortunately, many areas
in the country are undergoing an unprecedented rate of deforestation: the
removal of natural vegetation due to settlements, cultivation and other
activities. Much of the southern and central regions of the country are highly
deforested and prone to continued exploitation. Nonetheless, some regions of
the country, particularly in the north, still have pristine environments populated
with various species of vegetation and fauna. These ecosystems are important
biodiversity reservoirs that function to maintain river flows, reduce erosion,
minimize flooding and promote groundwater recharge44.

134. Water resources in Malawi can basically be classified into two broad categories
namely surface and groundwater resources. Surface water resources comprise
all water bodies that are found above the earth's surface whereas groundwater
resources are found in aquifers and fracture zones. All water resources in
Malawi are replenished by rainfall in catchment areas and on the surface of the
water bodies in the case of surface water resources and in recharge areas for
groundwater resources.

43
44

Salomão,1993
Malawi State of Environment and Outlook Report, Ministry of Natural Resources, Energy and Environment 2010
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ENRM Budgets, Actual Expenditure, Variances and MGDS Targets for
MoIWD
Table 4.4:

ENRM Budgeted and Actual Expenditure, MGDS Targets and
Variances for MoIWD 2006/07 – 2011/12 (MK Millions)

Recurrent Budget
Capital Budget
Total Budget
Actual Rec. Expenditure
Actual Cap. Expenditure
Total Actual Expenditure
MGDS Targets (costings)
Variances on Rec. Budget
Variances on Cap. Budget
Variance on Total Budget

2006/07

2007/08

2008/09 2009/10 2010/11 2011/12

218
1196
1414
220
828
1048
309

281
1199
1480
261
1111
1372
1147

(0.9%)
30.8%
25.9%

7.1%
7.3%
7.2%

281
2185
2466
278
1955
2233
2482

Total

337
2525
2862
339
2401
2740
2669

376
2306
2682
375
2229
2604
840

379
2898
3277
379
2502
2881
5266

1872
12309
14181
1852
11026
12878
12715

1% (0.6%)
10.5%
4.9%
9.4%
4.3%

0.3%
3.3%
2.9%

0%
13.7%
12.1%

1%
10.4%
9.2%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

Basis for the budget and expenditure figures for MoIWD
135.

MoIWD comprises two directorates of water and irrigation. Included in this
analysis are the recurrent costs for water resources development and
management, programme 56. Under this programme there are two subprogrammes namely, water supply and sanitation and water resources
development (sub-programmes 11-13 and 21-23). Learning from the Rwandan
PER, water sector policy, integrated water resources and potable water
infrastructure under the Ministry of Lands, Environment, Forestry, Water and
Mines were included in the analysis. In Botswana, the environmental key note
paper puts land and water resources management as a key environmental and
natural resources issue.

136.

Total actual expenditure for water had been steadily rising over the six year
period and by 2011/12 the expenditure had multiplied the 2006/07 one by 1.75
times. 85% component of the total expenditure was capital. MoIWD contributed
29 percent to the total environment expenditure for six year period. As much as
the annual MGDS targets and actual annual expenditures were close to each
other, the totals for the period were almost equal as well. The MGDS has many
priorities for water which include empowering national authority to manage
water resources using the Integrated Water Resources Management (IWRM)
approach and establish monitoring systems including the establishment and
maintenance of a register of all actors in water and sanitation, conduct research
to establish resource potential and guides; promoting water resource
conservation, harvesting and protection in an integrated manner including
development of small community and large dams (conservation areas defined),
and the development of lake-level regulatory structures at Liwonde and
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Mangochi and proactively implementing management of water resources and
incorporate local governments and communities in planning and management
of water and sanitation including catchment protection and rehabilitation. The
priorities in MGDS II are promoting development of potential multi-purpose
dam sites and ground water resources and strengthening and institutionalizing
monitoring for water services.
137.

Just like the National Environment Policy, the National Water Policy informs the
MGDS in which there are unit as well as financial targets to be met in each year
of implementing the MGDS. The targets in MGDS are reflected in the national
budget.

138.

For capital budgets and related expenditures, the team included all water
management projects limited to the extent of development, conservation and
sanitation. A case in point is the National Water Development Programme II
(NWDP II) which addresses four themes of Rural Services and Infrastructure,
Water Resources Management, Urban Services and Housing for the Poor and
Other Human Development issues. Costs for water resources management
constitute 29% of NWDP II’s budgets, hence the interest for this PER. All other
projects budgets and expenditures in the ministry have been scrutinised in this
manner.

139.

Access to a sustainable water source has improved, so that if current levels
continue, the rate should surpass the MDG target by approximately 20%45.
However, 51.8% of the population still relies on boreholes or tube wells for
their drinking water. These are susceptible to droughts or dry weather spells,
placing a large part of the population in a potentially vulnerable position. In
2010, the proportion of population with sustainable access to an improved
water source and the one with access to improved sanitation was 91% and 83%
respectively, surpassing the 2015 MDG targets of 74% and 86.2%46.
The figure below shows the trend of the ministry’s actual expenditure on ENRM
over the six year period:

45
46

A civil society review of progress towards the Millennium Development Goals in Commonwealth countries
Malawi's Progress Towards Achieving the Millennium Development Goals in 2010, UNDP
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Figure 4.5:

Annual ENRM Expenditure for MoIWD
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4.1.5 Ministry of Tourism, Wildlife and Culture
140.

The mission of the ministry is to develop and promote tourism, conserve and
manage wildlife, uphold and promote Malawi’s national identity through study,
conservation and preservation of national heritage for the country’s sustainable
economic and social growth. The Ministry is composed of four technical
directorates of tourism, parks and wildlife and culture.

141.

The Department of Parks and Wildlife is mandated to oversee wildlife
conservation in Malawi. The general objective is to protect examples of natural
habitats of wildlife and conserve wildlife in Malawi. The Department has been
moving from one ministry to another over the years. It was once under the
Ministry of Natural Resources and Environment and then it was moved to the
Ministry of Information and Tourism. Currently it is a Department under the
Ministry of Tourism Wildlife and Culture. Tourism is an important benefit from
wildlife conservation. Principally, the Department remains the main player for
overseeing the conservation and management of wildlife resources in the
protected areas such as gazetted national parks and wildlife resources. The
Department manages eleven protected wildlife areas in Malawi 3 in the north, 3
in the centre and 5 in the south.

142.

The Department is also guided by several international conventions on Trading
of Endangered Species, Wetlands Management, Heritage Sites and the SADC
Wildlife Protocol. The Department is a national focal point for the above
conventions and protocols. The Department also participates in the activities
related to other international conventions, such as CBD and UNFCCC. In the
implementation of wildlife policies and programmes, the Government has
become increasingly conscious of the need to pursue more participative
approaches to managing natural resources, including wildlife.

143.

Thus, partnerships formation with all key stakeholders, including communities
has taken the centre stage. Areas of responsibility between the state and nonstate actors are being closely looked at to promote this partnership in wildlife
management. This notwithstanding, the Department retains authority over all
policy and legislative matters. It also coordinates all works of all stakeholders in
this sector in tandem with existing policy and legislative frameworks.
Considering that tourism is the major source of economic gains from protected
areas, the Department is currently working with private sector operators to
manage tourist lodges in protected wildlife areas through concessions.

144.

The Department also collaborates closely with other Government Departments
through certain projects and initiatives. The Department participates in a
number of EAD coordinated structures such as the National Council for the
Environment (NCE) and the Technical Committee on the Environment (TCE).
The Department has also been interacting with the Ministry of irrigation and
Water Development on wetland management issues although limitedly. The
Department has been working with Forestry Department by assisting in wildlife
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monitoring in forest reserves, providing some training and fire arms to forestry
guards, and jointly running the Malawi Forestry and Wildlife College in Dedza.
145. In a bid to promote transparency and accountability in policy implementation,
there is a requirement for a Wildlife Research and Management Board. The
Board’s main function would be to advise on important wildlife conservation
and management issues. Currently the Board is not established. The question,
however, remains on how effective the Board will be without adequate
operational funding. The Department has also been working closely with CSOs
over the years on a number of wildlife conservation issues. The main CSOs
working with the Department are: WESM, CURE, Danish Hunters Association,
Total Land Care and Kuti Private Game Ranch.
146.

The wildlife estate in Malawi covers considerable land area containing
ecosystems and biodiversity necessary for the maintenance of various goods
and services such as provisions services (food, regulation, erosion control);
cultural services (spiritual and religious value, aesthetic values, cultural heritage
values, recreation and ecotourism); and support services (soil formation,
nutrient cycling, water cycling, production of atmospheric oxygen). The loss to
biodiversity has the potential to curtail future scientific discoveries important in
medicine and agriculture37.

147. The ecological services provided by biodiversity are vital to every life. Yet,
wildlife resources, ecosystems, and protected areas (PAs) in particular have
long been undervalued, and the contribution of wildlife resources to national
output is not reported in official statistics. This can undermine their importance
in policy –making processes, and the efficiency and sustainability of
management of protected areas.
Table 4.5:

List of National Parks and Wildlife Reserves47

Park

Area in Hectares

Year Established

Nyika
Lengwe
Kasungu
Liwonde
Lake Malawi
Nkhotakota
Majete
Mwabvi
Vwaza

320,078
100,198
228,147
54,633
7,365
178,568
77,754
35,193
98,214

1966
1928
1930
1972
1980
1938
1955
1951
1956

Source: Economic Valuation of Sustainable Natural Resource Use in Malawi

47

Economic Valuation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development Planning
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148. The table below summarises the budget allocations that have been made to the
Ministry of Tourism, Wildlife and Culture. The allocations and expenditures on
wildlife development and conservation are key to this study. The next table
shows the proportion of capital expenditure to total ministry expenditure.
ENRM Budgets for MoTWC
The table below provides ENRM (wildlife) budgets for the ministry for each of
the years under review:
Table 4.6:

ENRM Budgeted and Actual Expenditure, MGDS targets and
Variances for MoTWC 2006/07 – 2011/12 (MK Millions)
2006/07

Recurrent Budget
Capital Budget
Total Budget
Actual Rec. Expendit.
Actual Cap. Expenditure
Total Actual Expendit.
MGDS Targets
Variances on Rec. Bud.
Variances on Capital
Budget
Variance
on
Total
Budget

2007/08

2008/09

2009/10

2010/11

2011/12

Total

211
113
324
210
74.5
284.5
861
0.4%
34%

1241
1400
2641
1189
1118.5
2307.5
1461.8
4.2%
20.1%

67
10
77
67
10
77
153
0%
0%

163
41
204
161
41
202
145.5
1.2%
0%

258
455
713
224
401
625
119.8
13%
11.9%

215
580
795
221
408
629
95.5
(2.8%)
29.6%

327
201
528
306
184
490
87
6.4%
8.5%

0%

1%

12.3%

20.8%

7.2%

12.1% 12.6%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

ENRM Projects in the Ministry
149.

MoTWC had a total budget of MK2611 million and actual expenditure of
MK2205 for wildlife over the six year period. The expenditure represents 5
percent to the total environment expenditure for six year period. From 2006/07
to 2008/10 the expenditure kept rising and fell in 2010/11 and 2011/12. The
first four financial years in which the expenditure rose by 700% are falling in
the period of steady growth and economic acceleration as discussed in the
previous chapter. The total expenditure is 42% above the MGDS costed targets.

150.

The ministry has implemented the following projects in the six year period
under review: Development of Eco-Tourism Infrastructure and Facilities,
Restocking of National Parks and Wildlife, Construction of Electric Fencing and
All Weather Roads in National Parks and Wildlife Reserves and Infrastructure
Development in National Parks, Wildlife Reserves and Sanctuaries. The team of
consultants learnt that, in the six years of the review, the department of National
Parks and Wildlife has not implemented any project that has been financed
through the national budget by development partners.
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151.

Wildlife resources can be directly linked to the role of the tourism sector
globally and nationally. Tourism is of growing economic importance around the
World. It is an international business that in 2001 contributed 4.2% to the gross
Domestic Product (GDP) of the global economy and employed 8.2% of the
world’s economically active population. Thus tourism is very important
economic catalyst, as visitors spend money directly in hotels and outside of
hotels, generating direct and indirect employment and revenues through an
economy. In recent years, the tourism sector has received considerable public
attention recognizing it as a potential contributor to the GDP. For example in
2001 the sector contributed approximately 1.8 percent of the country’s GDP
while in 2007, the figure increased to 5.8 percent. In 2012, tourism contributed
7.2 per cent of GDP48.

152.

The Department of National Parks and Wildlife generates revenue through
visitor’s utilization of the wildlife resources found in the different protected
areas. The revenue is generated from consumptive and non consumptive uses.
Revenue from consumptive use is from sales of trophies, honey and others.
Trophies include hippo teeth, skins and meat. Other sources of such revenue are
bird licenses, game farming licenses, game ranching licenses and hunting
licenses.
The figure below shows the trend of the ministry’s actual expenditure on ENRM
over the six year period:
Figure 4.6:

48

Annual ENRM Expenditure for MoTWC

Annual Economic Report 2013, Ministry of Economic Planning and Development
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4.1.6 Ministry of Health
153.

The mission of the Ministry of Health is to ensure a stable and improved health
status of all Malawians by improving access, quantity, cost-effectiveness and
quality of an essential health care package (EHP) and related services. This is
achieved by promoting good health, reducing the incidence of illness, alleviation
of suffering caused by illness, and prevention of occurrence of premature
deaths.

154.

One of the programmes under the ministry is environmental health where
public health laws are enforced and national food quality and hygiene, water
quality and sanitation, health and safety, disease and vector control
programmes are coordinated and implemented. The Department of
Environmental Affairs works closely with Ministry of Health in this area.
Environmental degradation has increased incidences of floods, pollution and
poor sanitation and hygiene especially in the rural areas. In urban areas, high
rates of rural-urban migration have resulted in overcrowding and high
populations living in slum like situations which are not provided with water and
sanitation facilities. This has created an environment conductive for
communicable diseases such as malaria and cholera. These diseases are among
the major causes of admission in hospitals and deaths especially among underfive children.

155.

Biodiversity is essential for human health in a developing country like Malawi
because it provides adequate food and nutrition, avoidance of diseases, clean
and safe drinking water, clean air, energy for heating, cooking, traditional
medicine for primary health care especially for rural communities49.
Table 4.7:

Budgeted and actual environmental health expenditure 2006/07
to 2011/12 (MK Millions)

Budget
Actual
Expenditure
Variances on
Budget

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Totals

118
121

132
124

206
206

256
257

276
259

121
119

1109
1086

(2.5%)

6%

0%

(0.4%)

6.2%

1.7%

2%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

156.

The expenditure fell in 2011/12 as was experienced by most ministries for the
reasons given above. There was no capital expenditure that was incurred for
environmental health that was captured in the national budgets. The total
49

Malawi State of Environment and Outlook Report – Environment for Sustainable Economic Growth
- 2010
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health expenditure for the six year period was MK122 billion and
environmental health constituted 0.9% of the expenditure. Environmental
health contributed 2% of total public environmental expenditure in the six years
of the review.
The figure below shows the trend of the ministry’s actual expenditure on
Environmental Health over the six year period:
Figure 4.7:

Annual Environmental Health Expenditure for MoH
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4.1.7 Local Councils
157.

The Local Government Act (1998) provides for local governance structures
through which activities should be implemented. It establishes local
government areas for administration of local government such as district, town,
municipality and city assemblies (amended as district, municipality and city
councils). The Act stipulates that for the administration of local government,
there shall be local government areas which shall comprise the areas
respectively described in the first column of the First Schedule (names of
councils in Malawi). The Act mandates the councils, in addition to other
functions, to undertake environmental protection services, as stated in Second
Schedule “Additional Functions of the Assembly” as follows:

158.

A council may:
a) establish, maintain and manage services for the collection, removal and
protection treatment of solid and liquid waste, and the disposal thereof.;
b) compel and regulate the provision, construction, use, maintenance and
repair of drains, latrines and receptacles for solid and liquid waste and.
the connection of any premises with any public sewer or drain;
c) require the use of any sanitary service under its control and regulate the
methods of dealing with night soil or solid or liquid waste of any
description whatsoever: Provided that nothing in this paragraph shall
require an Assembly to accept for disposal any solid or liquid waste
which in the opinion of the Assembly are hazardous or are likely to be
deleterious to the operations of any sewage treatment, plant or land fill
site or which may contaminate any ground water.
The Act also provides for establishment of committees and sub-committees at
district and sub-district levels.

159.

In the decentralization process, Districts Councils appeared as votes in the
national budget effective from 2005/06 with seven sectors devolved as of
2006/07 (health, agriculture, education, water, rural housing, trade and gender
and community services). Environment, water and fisheries started receiving an
individualized allocation in 2009/10. The amounts transferred for these three
sector for the period 2009/10 to 2011/12 totalled MK539 million out of which
MK475 million was used as ORT by the councils. This expenditure represents
1% of total public environment expenditure over the study period.
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Table 4.8:
Year

2009/10
2010/11
2011/12
Totals
160.

Local Council Transfers and Expenditures
Amount Transferred
(MK Millions)

Expenditure
Incurred
Millions)

197
166
176
539

168
148
159
475

(MK

Variance
(MK Millions)

Percentage
Variance

29
18
17
64

15%
11%
10%
12% (Avg)

of

The variances in these institutions are usually as a result of capacity challenges
to conclude procurement transactions in time and submission of financial
reports for subsequent financing. Annex 1 provides the details of transfers and
expenditures to local authorities on ENRM activities.
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4.1.8 Department of Disaster Management Affairs
161.

The Department of Disaster Management Affairs (DoDMA), which was
established under the Disaster Preparedness and Relief Act, 1991, has over the
years been changing and combining with other sub programmes. The
department currently falls under the Office of the President and Cabinet. In the
fiscal years 2005/06 – 2007/08 DoDMA was a fully fledged Ministry of Poverty
& Disaster Management Affairs (vote-092) and became a department in 2008.

162. The draft National Disaster Risk Management Policy presents the aspirations of
the Government of Malawi in ensuring that disaster losses and impacts are
sustainably reduced. The policy has identified key challenges that presently
hinder proper disaster risk management in the country and outlines the
direction that Malawi intends to take in order to address these challenges. The
policy recognizes that there are already a number of policies where clear
linkages exist with this policy. However, the policy focuses on areas where gaps
and challenges have been identified in the other policies.
163.

The policy is aimed at ensuring that Disaster Risk Management (DRM) is
mainstreamed in development planning and policies of all sectors in order to
reduce the impact of disasters and ensure sustainable development in the
country. Reduction of poverty through sustainable economic growth is the
objective in the development strategy of the Government of Malawi, which is set
to be achieved through economic growth and infrastructure development.
However, the increasing impact of disasters on lives, livelihoods, and economic
and environmental assets continue to pose a significant threat to the nation’s
ability to come out of poverty.

164.

The policy has been developed to guide disaster risk management
mainstreaming in the country by providing policy strategies that would achieve
the long term goal of reducing disaster losses in lives and in the social, economic
and environmental assets of communities and the nation as envisioned in theme
three “Social Support and Disaster Risk Management” in the Malawi Growth and
Development Strategy.

165. The policy is aligned to the Hyogo Framework for Action (HFA: 2005-2015)
adopted by the United Nations World Conference on Disaster Reduction in 2005
of which Malawi is a signatory, the Millennium Development Goals (MDGs), the
United Nations Framework Convention on Climate Change, the Africa Regional
Strategy for Disaster Risk Reduction and the SADC Disaster Risk Reduction
Strategy.
166. The development of the policy is a major step towards achieving sustainable
development through ensuring that disaster risk management is integrated in
development planning by all sectors in the country. The policy will also facilitate
the effective coordination of disaster risk management programmes in the
country. It highlights a set of key priority areas and strategies for making
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Malawi a nation resilient to disasters. It also provides a common direction to all
government, non-governmental organisations, private sector organizations,
media and development partners at national and local levels on how to
effectively implement disaster risk management programmes and activities.
167.

The Policy was formulated through participatory consultation with various
stakeholders in, government, local and international NGOs, United Nations
agencies, development partners, civil society organizations, local leaders,
communities and individuals. Funding and Technical assistance was by United
Nations Development Programme (UNDP).

168. The implementation of this policy is centrally coordinated by the department of
Disaster Management Affairs. The actual implementation is carried out by
different stakeholders at national, district and local/ community levels. Below
are some of the implementing partners of the policy in Malawi:a) Ministry of Internal Affairs and Security;
b) Ministry of Defence;
c) Ministry of Agriculture and Food Security;
d) Ministry of Health, Tourism, Wildlife and Culture
e) District Assemblies;
f) Civil Society Organizations;
g) UN Agencies;
h) Mass Media; and
i) Ministry of Transport and Public Works.
169.

The following are the disaster risk management objectives in Malawi:
 To direct and coordinate Disaster Management Programs and operation
Guideline
 Enhance mainstreaming of DRM in development planning and
programming in order to integrate DRM into sustainable development;
 To ensure the effective monitoring and evaluation of Disaster Risk
Management programmes by working with relevant stakeholders.
 Enhance coordination in the implementation of DRM programmes by
various stakeholders in the country;
 Ensure adequate budgetary processes which will allow DoDMA to
effectively implement disaster risk management programmes in order to
fulfil its core mandate of achieving enhanced disaster resilience; and
 Promote enforcement of buildings and other infrastructure standards
which will lead to a reduction in disaster losses.
 Provide awareness on Disaster Risk reduction policy at National, District
level and civil educate the masses on DRM, provide support to affected
victims.

170.

It is not always easy to separate social protection from disaster risk
management. MGDS II states that social protection aims at improving resilience
and quality of life for the poor to move out of poverty and vulnerability.
Vulnerability is defined as people’s inability to meet their basic needs due to
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exposure to a hazard and lack of resilience. In Malawi most vulnerable include
the elderly, the chronically sick, orphans, and other vulnerable children, persons
with disabilities and destitute families. These categories of people are vulnerable
to risk and lack resilience, which constrains them from engaging in higher
economic return activities to enable them move out of chronic poverty and
ultimately above the poverty line.
171.

Disaster risk management aims at reducing the social, economic and
environmental impact of disasters. It involves strengthening capacity for
effective preparedness, response and recovery. Malawi faces a number of
disasters, both natural and manmade which include floods, drought, strong
winds, hailstorms, landslides, earthquakes, pest infestations, disease outbreaks,
fire accidents, refugee influx and civil strife. The magnitude, frequency and
impact of disasters have been increasing in light of climate change, population
growth and environmental degradation.

172.

While section 10 (1) of the Public Finance Management Act compels all
Controlling Officers to ensure that all accounts and records relating to the
functions and operations of a ministry are properly maintained, it was found out
that the Department of Disaster Management Affairs hardly keeps financial
records. Stakeholders who seek to access financial data from the department
are referred to the Accountant General’s office, the office that manages the
Integrated Financial Management Information System (IFMIS) and is the central
repository of all accounting data in the government service.
The table below provides the budgets and related expenditures for DoDMA:
Table 4.9:

Budgets and Actual Expenditures for DoDMA 2006/07 – 2011/12

Financial Year

Budget
Actual Expend.
MK/US$
Budget in (US$ Million)
Actual Expenditure
(US$ Million)
Variance
MGDS Costed Targets

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Totals

73
72
140
0.52

49
187
140.6
0.35

74
73
141.3
0.52

83
80
149.5
0.56

91
89
161.5
0.56

153
153
244
0.63

523
654
3.14

0.514

1.33

0.52

0.54

0.55

0.63

4.08

1

(138)

1

3

2

0

(131)

335

325

132

132

132

561

1617

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and MGDS II

173.

A significant negative variance of 277% arose in 2007/08 because of low levels
of maize stocks in the strategic grain reserves. In order to bring the stock to the
required levels, government through the National Food Reserve Agency
purchased maize locally to the tune of K140 million. Other than in 2007/08, the
variances for the department averaged 1%. It is worth noting that in DRM, there
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was no capital expenditure that was planned and spent through government
budgeting and reporting systems.
174.

The figure below shows the movements in expenditures by the Department of
Disaster Management Affairs from 2006/07 to 2011/12.
Figure 4.8:

Budgeted and Actual Expenditure for D0DMA in DRM

175.

The MGDS costed target for the six year period for DRM was MK1617 million
whereby 40% of this target was spent. The MGDS priorities included
establishing an effective early warning system, developing and strengthening
DRM policy and institutional frameworks, mainstreaming DRM into policies,
strategies and programmes, implementing mitigation, preparedness, response
and recovery measures in disaster prone areas and incorporating DRM in all
school curricular.

176.

Against many priorities, there have been the following achievements:








Development of a National Disaster Risk Management policy
Review of the 1991 Disaster Preparedness and Relief Act
Incorporation of DRM in primary school curriculum
Establishment of a National Platform as a coordination mechanism for
DRM/DRR under UNISDR guidelines
Development and review of district based contingency plans for all 15
disaster prone districts
Capacity building for DoDMA staff and DRM focal points from key ministries
i.e. Environment, agriculture, education, water and health.
Development of DRM handbook and Operational guidelines

These achievements are in line with the MGDS priorities as presented in 167
above.
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177.

Malawi has a challenge of non‐resilient to economic shocks as well as natural
disasters. As a way of averting the problem, the Malawi Growth Development
Strategy has established Social Protection and Disaster Risk Management as a
thematic pillar in the government’s response. The UN has largely been involved
in providing technical support to the drafting of the social support policy and
the implementation of safety nets in various districts in Malawi as well as
supporting the Government in preparedness for responding to and recovering
from disasters to reduce the risks of hazards. By end 2011, the UN had
successfully assisted the government to mobilize resources and provided
technical support to establish policy and institutional frameworks in the area of
social protection and disaster risk management.

178. The UN agencies (UNDP, WFP, UNICEF, FAO, UNDP, UNHCR, UNFPA, and UN
HABITAT) have also been keen in implementing activities in emergency
management and the establishment of systems and structures for coordination
of humanitarian assistance during natural disasters. In addressing the Social
Protection and Disaster Risk Management issues the UN assists Malawi
Government and Non Governmental Organization with funds for the
implementation of projects.
179.

The total actual disbursement by development partners on disaster risk
management for the six year period was US$ 49.4 million. 89% of this
disbursement was made to public institutions for direct project support whilst
the remainder was remitted to non-state actors.
The table below shows the distribution of donor disbursements through the
public sector and non-state actors for disaster risk management on an annual
basis from 2006/07 to 2011/12 (none through government budgeting system):
Table 4.10:

Donor Disbursements for DRM (US$ Millions)

Through public
institutions
Through non-state
actors
Totals

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

2.49

2.12

8.22

5.89

3.50

21.92

Total

44.15

0.57

0.71

0.47

1.93

0.63

0.96

5.27

3.06

2.83

8.69

7.82

4.13

22.88

49.42

Source: Aid Management Platform – Ministry of Finance

180.

Although the US$ 44 million was spent through government, it was not captured
in the national budgets. The terms of reference for this study require us to count
the expenditure that was budgeted and recorded through the national
administrative systems.

181.

In 2008/09, 2009/10 and 2011/12 financial years, the disbursements were
higher than for the rest of the period because of the humanitarian assistance
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that was provided to the Karonga earthquake victims, support to the social cash
transfer programme and the cost of replenishing strategic grain reserves.
182.

The Government of Malawi acknowledges that natural disasters such as floods
and drought negatively affect its efforts on poverty reduction and the
achievement of the Millennium Development Goals. Through the Disaster Risk
Management (DRM) Programme, UNDP in Malawi has laid down the framework
of its assistance to the Government to establish a comprehensive disaster risk
management system for the country. However, acknowledging that several
needs and challenges will remain even with detailed strategic frameworks and
institutional mechanisms, the DRM programme is also working to assist the
Government to reduce damage and losses caused by disasters. Thus, in the
medium term, the project is meant to enable government to mitigate the impact
of natural disasters on the economy as a whole and on the vulnerable
communities in particular. The programme was developed with the Department
of Disaster Management Affairs (DoDMA).
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4.2

Adequacy of Financing

183.

MoECCM has, on an annual basis, been planning programmes and activities to
be carried out using ORT and development budgets. Each activity is given an
output target to be achieved by the end of the financial year. The ministry’s
achievement levels of outputs against set out plans over the six-year period is
presented in the table below:
Table 4.11:

Financial Year

Output achievement
level against plan
for ORT50(%)

Output achievement against
plan
for
Development
Budget51(%)

Weighted
Average (%)

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12

101
100
82
80
81
72

100
97
58
60
59
60

100.78
99.3
74.48
69
70
67

Source:

184.

Levels of Achievement of Outputs for MoECCM

Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget (Output
Based)

The average achievement of planned output for various programmes and
activities for the ministry kept dwindling over the six year period. There were a
number of factors for this trend which included: Inadequate staffing levels,
notably in technical positions and inability to monitor activities due to financial
limitations. All the reasons given are attributed to inadequate financing of the
ministry’s programmes and activities. This trend suggests that there should be
more financing, in real terms, for the ministry. Whilst the financing was
adequate and appropriate in the early years of the scope of this study, it no
longer was in the last four years. The graph below shows the trends in terms of
output achievement for MoECCM.
The falling annual output achievement levels are presented in the figure below.

50

Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
51
Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
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Figure 4.9: MoECCM annual planned output achievement against actual
achievement:

This is an indication that the resources for scheduled activities in the ministry
were inadequate to enable it carry out its activities as planned.
The table below provides the achievement levels on various set outputs in
Ministry of Lands, Housing and Urban Development:
Table 4.12:

Levels of Achievement of Outputs for MoLHUD

Financial
Year

Output
achievement
level against plan for
ORT52 (%)

Output achievement against plan
for Development Budget 53(%)

Weighted
Average
(%)

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12

100
100
91.8
87.17
85.6
84

100
100
82.8
94
90
84

100
100
87
90
88
84

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget (Output
Based)

52

Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
53
Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
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185.

The achievement of outputs has been dropping over time. The reasons for
failure to achieve the outputs as planned included shortage of professional and
technical staff at all levels, inadequate transport for effective monitoring and
supervision of programme activities, inadequate office equipment such as
computers, over reliance on donor support to implement land reform
programme, inadequate financial allocation to the land sector, limited and slow
access to serviced housing plots for all income groups, high vacancy rates in all
technical departments of Lands have compromised both the quantity and
quality of outputs, the high costs of essential equipment required for
implementation of technical activities and unavailability of a conducive legal
framework for the land sector. The reasons cited as contributing to failure to
achieve planned activities in full are all resource based which means that if
adequate finances were available the performance would have been better.

186.

The following table provides the output achievement on various activities that
MoIWD planned to carry out within the year. The average achievement level
was 73%.
Table 4.13:

Levels of Achievement of Outputs for MoIWD

Financial
Year

Output
achievement
level against plan for
ORT54 (%)

Output achievement against
plan for Development Budget55
(%)

Average (%)

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12

64
76
74
76
75
69

85
82
68.5
67
65
71

74.5
79
71
72
70
70

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget (Output
Based)

187.

The challenges that prevented the ministry from achieving what it had set out at
the beginning of each were: many vacancies existed in the ministry, inadequate
and unstable flow of funding on government funded programmes, inadequate
institutional capacity to support water resources development especially at
district council level, lack of training on the new accounting system and
procurement procedures are not flexible to quickly respond to the needs for
planned activities, poor mobility due to general transport problems in the
ministry and inadequate monitoring and management information systems

54

Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
55
Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
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188.

The consulting team finds a direct correlation between the challenges that have
hindered performance in the ministry and provision of adequate financial
resources to the ministry, which is an indication that the funds that provided
over the period have been inadequate.
The ministry managed to achieve the following outputs levels in the period
under review as detailed in the table below:
Table 4.14:

Levels of Achievement of Outputs for MoTWC

Financial
Year

Output
achievement
level against plan for
ORT (%)

Output achievement against plan
for Development Budget (%)

Average (%)

2006/07
2007/08
2008/09
2009/10
2010/11
2011/12

89
87
84
88
87
75

90
100
92
87
87
79

90
94
89
88
87
77

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget (Output
Based)

189. The department of wildlife made an average achievement of its planned outputs
at 88% level. 100% achievement was not possible because of the following
reasons:
 Acute shortage of human resources as there have been a number of
unfilled positions as per establishment; and
 Inadequate resources to enable the department construct electric fences
and all weather roads around protected areas.
190.

Like in the institutions analysed earlier, these challenges translate to inadequate
financial resources that are provided to the ministry. It can therefore be
concluded that none of the key ministries was able to carry out activities as
planned for reasons bordering on inadequate financial resources allocated to
the ministries especially in the last four financial years of the review period
when the average achievement level on output was 78 out of 100.

191.

The average achievement level on all outputs by the four ministries was 83%.
Ministry of Lands, Housing and Urban Development had the highest average at
91.5% while Water despite being the highest in the uptake of environment
expenditure had 73% achievement on its set outputs. On average, the sector had
a financing shortfall to make up for the 17% gap in output achievement.

192.

DoDMA
Except for the years 2009/10 and 2010/11 in which output achievement levels
for ORT were at 100% and 50% respectively, no data, on an annual basis, was
available for the other years to enable establishment of a meaningful trend in
the achievement of planned outputs. The two achievements related to the
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production of the National Disaster Risk Management Policy and disaster risk
management awareness aimed at improving the institutional capacity in
disaster planning and response.
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4.3

Linking Policies to Budgets

193.

In this section, we discuss the key policies in environment and disaster risk
management as well as the attempt to link them to the budget frameworks. It
has already been pointed out that in Malawi, like in many African countries, this
link is weak. The introduction of MTEF in as many as 25 countries in Africa,
Asia, Latin America and Eastern Europe as a budgeting approach was a step
towards addressing this challenge.

194.

The MTEF provides the “linking framework” that allows expenditures to be
“driven by policy priorities and disciplined by budget realities”56. If the problem
is that policy making, planning, and budgeting are disconnected, then a potential
solution is an MTEF. Given that this disconnect between policy making,
planning, and budgetary processes is a common condition of developing country
governance, the MTEF has increasingly come to be regarded as a central
element of PEM reform programs.

195.

Although Malawi was one of the first countries in Sub-Saharan Africa to
introduce a medium-term expenditure framework in the late 1990s and
adopted an output-based budget presentation and a new budget program
classification in 2010/11, the budgeting process is still very much input-based,
incremental in approach and little policy-led. There are also classic cross-cutting
public finance management issues, such as the limited implementation of IFMIS
that does not allow policymakers to get real-time budget execution data and the
separation in the elaboration of the recurrent budget and the development
budget57.

196.

Slow progress on the operationalization of MTEF arises out of58:
a) lack of political leadership and commitment to the MTEF/budget ministers and parliamentarians have not taken advantage of the budget
as a management tool to achieve Malawi’s development goals, despite the
fact that the budget is essentially a political process. This arises for
several reasons. The extent to which Parliament is able to fulfil its role of
“watchdog” over government is limited, partly due to lack of knowledge
and poor presentation of information. At present, the National Assembly
has little substantive engagement in the process of determining the
budget, and little results from the deliberations of the Public Accounts
Committee on the Auditor General’s Report. In addition, Cabinet
committees with responsibility for issues regarding the budget have not
been systematically engaged in budget formulation and budget
monitoring.

56

World Bank 1998a:32
Malawi Public Expenditure Review, Report No. 79865 – MW – Document of the World Bank
58
Malawi: Lessons Learnt from First Reforms Lead to New Approach by Chauncy Simwaka*
57
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b) inadequate management and co-ordination - the institutional rules and
procedures for planning and managing the MTEF/budget across
government were not effectively applied, the MOF did not operate as a
cohesive team to provide leadership and guidance, and the management
and co-ordination arrangements within line ministries were poorly
defined. The effective functioning of the MOF is the central issue, both in
terms of its internal operation and its relationships with other central
agencies and line ministries. In part, the problem relates to a lack of
teamwork across the ministry.
c) lack of focus of policies and budgets on the delivery of outcomes and
outputs - policy development has been weak and not clearly focused on
affordable outputs and outcomes. As a consequence, inconsistency
between budgets and policies persist, and expenditure is not focused on
the outcomes desired by government. The main causes here were
identified as a lack of clear resource limits to guide sector policy
development, a policy process that is not systematically linked to the
budget process, lack of clarity in policy-making responsibilities, lack of
standard costs for budget preparation, and lack of transparency and
accessibility in the presentation of the MTEF/budget documents.

d) Finally, the sector strategies are of variable quality and in some sectors
they are little more than statements of the objectives and role of
government in the sector.

4.3.1 Policies in Environment
197.

The key policy in environment is the National Environmental Policy (2004). The
overall goal of the policy is the promotion of sustainable social and economic
development through the sound management of the environment and natural
resources. Its broad objectives include facilitation of the restoration,
maintenance and enhancement of the ecosystems and ecological processes
essential for the functioning of the biosphere and prudent use of renewable
resources and promote the ecosystems management approach so as to ensure
that sector mandates and responsibilities are fully and effectively channelled
towards sustainable environment and natural resources management. Realising
that problems of in environment and natural resource management keep
changing, the NEP has a provision for its review and updating every five years.

198.

While the MGDS specified clear targets to be achieved, the NEP did not. The
consulting team was unable to identify any elements of budgets that directly
trailed from the NEP. Discussions with MoECCM officials could not establish any
link between this policy and the budgets. While the draft Climate Change Policy
has an outline of priority areas and some financial strategies, it falls outside the
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scope of this study. Like in the agriculture sector59, there is a very weak link
between policy framework and budgeting. It is therefore necessary to make
progress in strengthening the link between policy framework and budgeting in
this sector.
199.

NEP also provides for facilitation of the establishment and maintenance of
Village, Area and District Environmental Committees for the management of
environment and natural resources, in accordance with the National
Decentralization Policy (1998), the Local Government Act, 1998 and the EMA in
order to ensure co-ordination at the local level and effective public participation
in environmental decision-making processes and implementation.
Unfortunately local councils have so far been allocated only 1% as ORT for the
ENRM sectors at that level. This is clearly a big gap between the policy
aspirations and the related financing.

200.

The MGDS expenditure target for environment was a total of MK9.495 billion
{MK6.303 billion in MGDS I (2006 -11) and MK3.192 billion in MGDS II (2011 –
2012)}. The actual expenditure of the period was MK9.9 billion which
represents 103.8% of the MGDS target. This shows that the expenditure
incurred in MoECCM was very close to these long term targets and therefore, on
the basis of the MGDS, the ministry performed well.

201.

In the first MGDS (2006 - 2011), the key priority over the first five year period
was reforestation programme which had the following levels of planned
expenditure as a percentage of total environmental targets: 87%, 88%, 88%,
89% and 91% (average of 88.6%) for the respective years 2006/07 to 2010/11.
In MGDS II, for 2011/12 only, on priority number one for environment were
two activities: developing, conserving and protecting forest plantations,
customary estates and natural woodlands; and improving forestry extension
services, research and information management. The expenditure target for this
priority was 33%.

202.

Supporting the NEP is the Forestry Policy (1996) which aims at sustaining the
contribution of the national forest resources to the quality of life in the country
by conserving the resources for the benefit of the nation. It provides an enabling
framework for promoting the participation of local communities and the private
sector in forest conservation and management, eliminating restrictions on
sustainability of essential forest products by local communities, and promoting
planned harvesting and regeneration of the forest resources by Village Natural
Resources Committees (VNRC’s).

59
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4.3.2 Policies in Lands
203.

The goal of the National Land Policy (2002) is to ensure tenure security and
equitable access to land, to facilitate the attainment of social harmony and broad
based social and economic development through optimum and ecologically
balanced use of land and land based resources

204.

To achieve the policy goal, MoLHUD has had its natural resources and
environment programmes budgeted and funds spent against the budgets. It also
implemented projects over the review period which included the Community
Based Rural Land Development Project which was financed by the World Bank
grant and local financing to a total sum of MK4 billion ($27.8 million).

205.

The MGDS targeted ENRM expenditure for MoLHUD totalled MK7.614 billion
while the actual expenditure was MK 10.705 billion. MoLHUD spent 40% more
than the target in the MGDS. Key priorities in the five years of the first MGDS
constituted 65% of the total target for that period. The following were key
priorities for the land sector: implementation of public awareness activities
regarding property rights of vulnerable groups, intensification of resettlement
and land development programmes and customary land regulation, titling and
development. Public awareness activities regarding property rights were
carried out in the period 2006/07 to 2007/08. The intensification of
resettlement and land development programmes was fully achieved through the
implementation of the CBRLDP.

206.

There was no direct link between the policy and budgets. The relationship was,
however, through the MGDS since the policy was a key input in the development
of the MGDS. The goals, expected outcomes and key strategies for subtheme six
under theme one of the MGDS were all based on the provisions of this policy.

4.3.3 Policies in Agriculture and Food Security
207.

The ENRM expenditure for the Ministry of Agriculture and Food Security
totalled K4 billion in the 6 years. This represents 2.12% of the total expenditure
for the ministry. This expenditure is substantially dominated by fisheries
(1.45%) leaving 0.67% to land resource survey and evaluation, land resource
management and environmental conservation and education. The ENRM
expenditure increased threefold between 2006/07 and 2011/12. ENRM is a
focus area60 in the ASWAp but not a priority as it is sparsely touched on in the
plan: ASWAp entrusts the line ministry responsible for this function with the
role of for ensuring that natural resources are used in a sustainable manner.

208.

The major environment and natural resources projects that have been
implemented by the ministry through the national budget relate to fisheries and
60

Malawi Government: The Agriculture Sector Wide Approach (ASWAp) - Malawi’s prioritised and harmonised
Agricultural Development Agenda
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aquaculture development and these were: Lake Malawi Artisanal Fisheries
Development Project, Small Scale Off-Shore Fisheries Technology Development
(SSFTDP) and the Presidential Initiative on Aquaculture Development Fish
Farming Project.
209.

The combination of fisheries and land conservation under MoAFS had a target of
MK2631 million in the MGDS. For the six year period, the ministry incurred
MK4034 million which is 53% higher than the target.

210.

As already alluded to above, linking policies and budgets is a general weakness
in Malawi Government. The Agriculture PER emphasises this point and
advances reasons for the weakness in the box below:
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Progress remains to be made in strengthening the link between policy
framework and budgeting in the agriculture sector, in spite of the adoption of an
Agricultural Sector Wide Approach (ASWAp) in 2010. Although Malawi was one
of the first countries in Sub-Saharan Africa to introduce a medium-term
expenditure framework (MTEF) in the late 1990s and adopted an output-based
budget presentation and a new budget program classification in 2010/11, the
budgeting process is still very much input-based, incremental in approach and
little policy-led. In the agricultural sector, there are also classic cross-cutting
public finance management issues, such as the limited implementation of IFMIS
that does not allow policymakers to get real-time budget execution data and the
separation in the elaboration of the recurrent budget and the development
budget. Three inter-related factors explain the slow progress achieved in
integrating policy and budget planning in the agriculture sector:
a) Insufficient capacities to organize a strategic thinking phase prior to budget
planning: capacities at MoAFS Department of Agricultural Planning Services
(DAPS) are inadequate in all units (Policy Analysis, Programme Development,
M&E) and further weakened by an important turnover; the fact that the
Department had no Director for several years until recently is of the neglect
from which strategic planning suffers. A strategic thinking phase upstream from
budget planning would allow MoAFS, in collaboration with all stakeholders, to
take stock of the progress made in ASWAp implementation, update strategies
and re-establish priorities and allocate budgetary resources accordingly.
Planning and M&E capacities must be strengthened at all levels.
b) Inadequate organizational arrangements, resulting in low levels of ownership
and accountability: this is a frequent weakness of policy reform attempts in
Sub-Saharan African countries: new policies are prepared but the
organizational aspects of their implementation are overlooked. The need for
revisiting existing procedures and organizational arrangements is not assessed,
and this very often results in a “business as usual” behavior amongst the
various stakeholders under which the new policy is most likely to remain
rhetoric. Adjustments in MoAFS organizational chart and budget are required
for a greater consistency with ASWAp architecture.

c) Lack of fiscal space: with the highly politicized FISP that takes the lion’s share of

MoAFS budget on one hand and highly fragmented and often off-budget DP
financed projects on the other hand, it is clear that MoAFS fiscal space to
achieve a greater linkage between policy framework and budgeting is currently
rather limited. Nevertheless, the discretionary funding at MoAFS disposal could
be increased through the inclusion in the Budget of all DP financed activities.
Finally, fiscal space can also be brought about through a change of mindset: the
budgeting process as currently implemented overly focuses on new spending
initiatives and fails to address the possibility of a better use of existing
resources through the reorientation of those expenditures failing to produce
valuable outcomes, which sends back to the issue of M&E capacities.
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211.

Promotion of soil and water conservation techniques is an ENRM priority
number one in MGDS II with the targeted costing of MK1.016 billion for
2011/12 financial year. The total MGDS cost target for the review period was
MK2.224 billion. The actual expenditure at MK4.034 billion represents 1.8 times
the target. The ministry spent more on ENRM than what had been projected by
the overarching medium term strategy for the country.

212.

The Food Security Policy provides a general statement about environment as
quoted here: “the policy recognizes the existence of the National Environmental
Policy and advocates participation of all stakeholders in sound management,
conservation and utilization of natural resources and the environment to
achieve increased but sustainable productivity and development now and in the
future”.
In spite the formulation and adoption of the Agriculture Sector Wide Approach
in 2010, progress remains to be made in strengthening the link between policy
framework and budgeting in the agriculture sector.

4.3.4 Water
213.

Total actual expenditure for water had been steadily rising over the six year
period and by 2011/12 the expenditure had multiplied the 2006/07 one by 1.75
times. 85% component of the total expenditure was capital. MoIWD contributed
29 percent to the total environment expenditure for six year period. The MGDS
has many priorities for water which include empowering national authority to
manage water resources using the Integrated Water Resources Management
(IWRM) approach and establish monitoring systems including:
a) the establishment and maintenance of a register of all actors in water
and sanitation;
b) conduct research to establish resource potential and guides;
c) promoting water resource conservation, harvesting and protection in an
integrated manner including development of small community and large
dams;
d) development of lake-level regulatory structures at Liwonde and
Mangochi;
e) proactively implementing management of water resources; and
f) incorporate local governments and communities in planning and
management of water and sanitation including catchment protection and
rehabilitation.

214.

The priorities in MGDS II are promoting development of potential multi-purpose
dam sites and ground water resources and strengthening and institutionalizing
monitoring for water services. In water, the MGDS the targeted expenditure
level for the period was MK12,715 million. Of this target, MK12,878 million was
incurred during the review period representing 101% achievement level.
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4.3.5 Wildlife
215.

The targeted expenditure in the MGDS for wildlife was MK1462 million. The
actual expenditure turned out to be MK2307.5 million , 58% higher than the
MGDS target.

216.

The ministry has implemented the following projects in the six year period
under review: Development of Eco-Tourism Infrastructure and Facilities,
Restocking of National Parks and Wildlife, Construction of Electric Fencing and
All Weather Roads in National Parks and Wildlife Reserves and Infrastructure
Development in National Parks, Wildlife Reserves and Sanctuaries. The team of
consultants learnt that, in the six years of the review, the department of National
Parks and Wildlife has not implemented any project that has been financed
through the national budget by development partners.

4.3.6 Disaster Risk Management
217.

The MGDS costed target for the six year period for DRM was MK1617 million
whereby 40% of this target was spent. The MGDS priorities included establish
an effective early warning system, developing and strengthening DRM policy
and institutional frameworks, mainstreaming DRM into policies, strategies and
programmes, implementing mitigation, preparedness, response and recovery
measures in disaster prone areas and incorporating DRM in all school
curricular. An expenditure overrun of 25% was recorded for DoDMA mainly
because of the unplanned expenditure on the importation of maize in 2007. In
comparison with the MGDS there was a 60% under-expenditure which can be
attributed to estimation problems. The MGDS being a medium term strategy
suffers from accuracy especially as it relates to the estimation of financial data.

4.3.6 Summary of MGDS Targets and Expenditure
The table below shows the MGDS targets and total actual expenditures for the
five key ministries over the six year period.
Table 4.15: Total MGDS Targets and Actual Expenditures from 2006 to 2012
Ministry

Environment
Forestry
Lands
Agriculture
Water
Wildlife
DRM

and

MGDS
Expenditure
Target (MK billion)

Actual Expenditure
(MK billion)

Over
Expenditure on
MGDS target(%)

9.495

9.857

3.8%

7.614
2.224
12.715
1.462
1.617

10.705
4.034
12.878
2.308
0.654

41%
81%
1.3%
58%
(60%)

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget
and Annual Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS I and
MGDS II
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218.

It is noted that the MGDS targets were lower than the related actual
expenditures. MGDS, being a medium term strategy suffers from accuracy
especially the estimation of financial data. Coupled with inflationary effects, the
actual expenditure have turned out to be divergent from the MGDS costed
targets except for the mainstream environment and water whose expenditures
were almost equal to the projected expenditures in the strategy.

219.

The variations between the MGDS targets and the actual expenditure arose
mainly because the needs based costing in MGDS was long range (five year
period). The longer the budget period, the less the accuracy and the greater the
uncertainty. Whilst the average variance of positive 13% seems reasonable the
highest individual deviation was as high as 60% (for DRM). Expenditure on
DRM in Malawi has been, to a greater extent, reactive to disasters and not based
on implementation of plans.
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CHAPTER 5: INPUT MIX AND VARIANCE ANALYSIS
5,1

Input Mix

220.

One of the objectives for this study was to perform an analysis of the mix of cost
inputs. These are comparisons between recurrent and capital expenditure,
salary against non-salary and management overheads against service delivery
and ORT versus recurrent expenditure for ENRM in the key ministries discussed
above.

5.1.1 Recurrent versus Capital Expenditure
221.

The average proportion of capital expenditure to total expenditure in the five
key ministries averaged 58%. The lowest capital expenditure level was incurred
in mainstream environment, vote 470, at 28% while the highest was in water
(vote 210) at 85% level. The average national capital expenditure was 21%
which was much lower than the ENRM average. This implies that the ENRM
sector performed better than average in the development of the sectors under
review. For DRM, no project costs were ever included in the national budget in
the six-year period which, on the face of it, contravenes the Accra Agenda for
Action (AAA) (2008) and the Paris Declaration on Aid Effectiveness (2005).

5.1.2 Salary versus Total Recurrent Expenditure
222.

When the recurrent expenditure was separated into personal emoluments (PE)
and other recurrent expenditure (ORT), it transpired that MoECCM (vote 470),
as an average for the six year period, had 79% of salary (PE) within the
recurrent expenditure. This is the highest among the five ministries. This is
driven by the high staffing levels in the ministry. In 2012, MoECCM had a total
staff complement of over 7000 most of whom worked as forest personnel. With
such a level of staffing the recurrent expenditure is bound to be composed of a
significant level of personal emoluments. This is also the case with a sector such
as education. Health and agriculture sectors do also have high levels of staffing
but the proportion of expenditure on personal emoluments to recurrent
expenditure is much lower because their ORT is significantly ballooned by
expenditure on drugs and FISP respectively.

5.1.3 Overhead Costs versus Service Delivery Costs
223.

Overheads in the ministries are defined under the umbrella of the costs of
management and support services which comprise the costs of running the
minister’s office, costs of management and direction, human resource
management, financial management, stores management, HIV and AIDS
intervention and gender. The five key ministries average overheads constituted
20% of recurrent budget leaving 80% for service delivery. MoECCM (vote 470)
had the highest share of overheads at 32% whilst MoAFS (vote 190) had the
least at 6%. MoECCM is responsible for coordinating management of
81

Public Expenditure Review Report for Malawi’s Environment and Disaster Risk Management Sectors

environment, climate, climate change, forests and other natural resources for
social economic development of Malawi. MoAFS is a direct converse of this
because it has many directorates responsible for direct service delivery and its
size, as the largest ministry in terms of budget (driven by FISP), it is able to
achieve economies of scale by utilising and spreading its overheads over the
technical departments within it. For example, the minister’s office in MoAFS
incurs more or less the same overhead costs as MoECCM but in agriculture such
overhead costs are spread over 57 cost centres while in MoECCM they are
absorbed by 11 cost centres. Similar to MoECCM, DoDMA had an average of 35%
of the recurrent costs as overheads.
224.

For the five ministries, the average proportion of overheads to ORT was 20%
leaving 80% for service delivery. This implies that a significant proportion of
ORT in the sector was used for providing the required services which is
commendable for the development of the sector. Besides, the average ratio of PE
to ORT was 4:6.
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5.2

Variance Analysis

225.

In budgeting (or management accounting in general), a variance is the
difference between a budgeted, planned or standard cost and the actual amount
incurred. Variances can be computed for both costs and revenues. The concept
of variance is intrinsically connected with planned and actual results and effects
of the difference between those two on the performance of the entity. The term
variance analysis refers to the process aimed at computing variances between
actual and budgeted or targeted levels of performance, and identification of
their causes. Some variances can be favourable while others can result in
negative (adverse).

226.

For the five key ministries and local councils the 6% average variance between
actual expenditures and budgets on recurrent budgets has not been significant
because it is below the ±10% limit which is allowed by the Generally Accepted
Accounting Practices (GAAPs). This is attributed to the cash budget mechanism
of funding. Cash budgeting systems determine monthly budget releases
primarily upon the basis of revenue collected rather than using the cash flow
profile associated with the approved estimates.

227.

In this situation, the approved budget becomes a guide rather than an authority.
Cash budgeting systems release the authority to incur expenditure only when
adequate cash is available. In its strictest form, cash budgeting allows no
possibility of short-term financing to smooth over temporary illiquidity. DoDMA
had an average negative variance of 25% on recurrent expenditure due to the
unbudgeted for importation of maize to the tune of MK140 million in 2007.

228.

The average variance on capital expenditure in the 5 ministries, was higher than
on recurrent expenditure because development projects are rarely
implemented as planned and budgeted. The transfers and implementation
usually lag behind schedule due to shortages in technical expertise, political
economics and logistical reasons. Most of the development projects are financed
by donors who usually delay in remitting funds for the projects. In 2010/11
financial year 37% of finance by donors to various government projects was
remitted 9 to 12 months late61. The variance on development expenditure
averaged 16% in the six years under review.
The table below summarises average variances for ENRM recurrent and capital
budgets and expenditure in the institutions under review.

61

Malawi Government, Aid Atlas 2010/11
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Table 5.1:

Summary of Variances

Ministry/Dept

Average Variance on
Recurrent Expenditure

Average Variance on
Capital Expenditure

MoECCM
MoLHUD
MoAFS
MoIWD
MoTWC
Local Councils
Averages

5.2%
7.4%
6.5%
1%
4.2%
12%
6%

29.5%
8.9%
15%
10.4%
20.1%
16.78%

DoDMA

(25%)

-

229.

Execution rates of on-budget donor financed expenditures were lower than
those financed using local resources. This is an issue frequently encountered in
Sub-Saharan Africa countries. It is largely accounted for by deficiencies of
communication between the donors and the local administration and the
difficulty to master donor procedures. In some cases the execution rate may also
turn out to be low only because planned expenditures were not correctly
computed and/or actual expenditures not fully recorded.

230.

In Malawi, there is seemingly a problem with reporting of financial results. One
would hear, through various discussion forum and the media, about various
stories of financial indiscipline such overspending by government ministries
and departments but these are not reported in official government documents
such as the Consolidated Annual Appropriation Accounts.

231.

In the 2011 (Public Expenditure and Financial Accountability (PEFA)
assessment, Malawi scored very low on budget execution and control,
accounting and reporting and external scrutiny and audit62.

232.

So in Malawi, the annual ENRM expenditure kept rising until 2009/10 when it
started to fall. Because of financing of the water and sanitation component,
Ministry of Irrigation and Water Development has had the highest level of
environmental expenditure at 30%.

233.

In comparison with Mozambique and Rwanda water and sanitation consumed
the highest proportion of environmental expenditure: the three countries’
proportions to total environmental expenditure being 29%, 40% and 39% for
Malawi, Mozambique and Rwanda respectively. The second highest with 25% is
Ministry of Lands, Housing and Urban Development which implemented the
Community Based Rural Land Development Project (CBRLDP) until 2010.
62
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CBRLDP has had a significant effect of raising the environment expenditure for
the ministry in the period. Besides CBRLDP, there was the AfDB financed
Customary Land Reform and Sustainable Rural Livelihoods Project. The
environmental expenditure in local councils has been the lowest as, over the
three year period in which ORT for the environment related sectors
(environment, water and fisheries) were devolved, less than MK 500 million had
been spent representing 1% of the total environment expenditure.
234.

In Rwanda as well as Malawi, staff in districts confirmed that there is a
mismatch between the responsibilities devolved to districts and the resources
allocated to them. They are grossly under-resourced. Rwanda’s Ministry of Local
Government (MINELOC) commissioned a study to cost how much would be
required to enable districts execute the decentralised policy and related
development programmes. Such a study would also be worthwhile for Malawi.
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CHAPTER 6: CONTRIBUTION OF VARIOUS STAKEHOLDERS
6.1

Local Authorities

6.1.1 The Role of Local Authorities
235.

Local authorities are well positioned to facilitate environmental protection,
natural resource management and disaster risk management. The
Decentralisation Policy (1998) seeks to create a democratic environment and
institutions in Malawi for governance and development, at the local level which
will facilitate the participation of the grassroots in decision-making; and to
eliminate dual administrations (field administration and local government) at
the district level with the aim of making public service more efficient, more
economical and cost effective. Also talk about National DRM Policy

236.

The National Local Government Finance Committee (NLGFC) is an institution
that was established under the provisions of Section 149 of the Constitution of
the Republic of Malawi. It is an institution that is placed to drive the Fiscal
Decentralisation reform process in Malawi.

237.

The mandates and roles of the NLGFC as derived from the Constitution are as
follows:
a) Receive budget estimates from all Local Authorities;
b) Supervise and audit accounts of Local Authorities subject to the
recommendations of the Auditor General;
c) Make recommendations relating to the distribution of funds allocated to
Local Authorities;
d) Prepare a consolidated budget for all Local Authorities, after
consultation with the Ministry of Finance, which shall be presented to
the National Assembly by the Minister responsible for Local
Governments;
e) Make application for supplementary funds;

6.1.2 Sector Budget Devolution Progress
238.

Government of Malawi adopted the National Decentralisation Policy in 1998.
The subsequent enactment of the Local Government Act (1998) provided a legal
framework for operationalisation of the Policy. The Policy is aimed at
empowering the grassroots in local development through participatory decision
making. It thus provides for the devolution of functions from Central
Government to the Local Authorities. The devolution of functions from Central
Government to the Local Authorities entailed the corresponding devolution of
resources for the Local Authorities to effectively implement the responsibilities
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assigned to them. In the 2005-06 fiscal year Local Authorities were designated
as distinct votes in the National Budget and the offices of the District
Commissioners and Chief Executive Officers were designated as controlling
offices. This provided a basis for the appropriation of resources by Parliament
to the Local Authorities.
239.

The first sectors to devolve their Other Recurrent Transactions (ORT) budget to
the Local Authorities were Health, Education and Agriculture in the 2005-06
fiscal year. The total devolved sector ORT budget then was MK3 billion. By
2011/12 eleven more sectors had devolved their ORT budgets to the Local
Authorities with that year’s total fiscal transfers of MK15 billion. These included
water and sanitation, environment and fisheries whose transfers totalled
MK178 million which represented 1.2% of the total local authority transfers in
that year.
The ORT budget transfers to the devolved sectors over the period is presented
below:
Figure 6.1: Devolved Sector ORT transfers 2005 - 2012

6.1.3 Resource Allocation Mechanism
240.

The allocation of resources from Central Government to the Local Authorities is
based on an Intergovernmental Fiscal Transfer Formula (IGFTF). The formula
was first developed and approved by parliament in 2002. The main factors in
the formula are population, poverty indicators and other factors depending on
sector. Meanwhile, the formula has been reviewed and is with the cabinet office
for consideration.
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241.

Malawi’s new constitution of 1995 opened the way to decentralization by
transferring power to democratically elected local governments. Since then,
Government has undertaken a number of studies in decentralisation leading to
development of a new National Decentralisation Policy and its approval in
October 1998. The Policy seeks to devolve powers and functions of governance
and development to elected Local Government Units as reflected in the
Constitution. Subsequently the Local Government Act was passed by Parliament
in December 1998. The government adopted an incremental implementation
strategy to devolution through a 10 year National Decentralisation Programme
(NDP). The first and second phases of both the NDP I and NDP II gave priority to
‘fiscal decentralization as a component. One of the aspects of fiscal
decentralisation relates to allocation of resources between different levels of
Governments, consequently, the use of an Intergovernmental Fiscal Transfer
System (IGFTS).

6.1.4 Allocation Basis
242.

It is a legal requirement that all transfers to local governments in Malawi be in
accordance with an approved formula which must be reviewed from time to
time. Section 149 (2)(c) of the Malawi Constitution states that the National Local
Government Finance Committee (NLGFC) shall have the power to make
recommendations relating to the distribution of funds allocated to local
government authorities and vary the amount payable from time to time and
area to area according to and with sole consideration of economic, geographic
and demographic variables. This is further supported in Section 44 (4) of the
Local government Act, 1998. The Decentralisation Policy of 1998 Section (10.4)
further elaborates that Government will make available to Councils at least 5%
of national revenues, excluding grants, to be used for the development of the
districts. Consequently, according to section 150 of the Constitution,
government has a duty to ensure that there is adequate provision of resources
necessary for proper exercise of local government functions.

243.

Thus, the use of a formula is preferred to ad hoc allocation of resources because
it fosters fairness, transparency, accountability and facilitates local planning due
to predictability of funds that are due to a Council. In the absence of a resource
allocation formula there has been be room for subjectivity and lack of fairness in
resource allocation. So far allocations to the ENRM sectors have not been based
on formulas but on historical allocations because the sectors were devolved to
the local authorities after the allocation formulas had already been developed.
The first set of Intergovernmental Fiscal Transfer Formulae was approved by
Parliament in October 2002 and was to be reviewed after every three years.
However, further consultations proposed that the formula be reviewed after
every five years.
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6.1.5 Review study of the IGFTS
244.

In 2007, the NLGFC commissioned a study of the Intergovernmental Fiscal
Transfer Formulae to assess the effectiveness of the various formulae that were
being used, and make improvements in order to ensure equitability,
predictability, and objectivity in the transfers of resources from Central
Government to Councils. The study report, which was completed in 2008, made
recommendations on allocation formulae for recurrent funds for various
ministries that were devolved at the time and also made suggestions on how
development funds should be handled. However, the study did not include
sectors that were devolved in 2007 and has not yet been tabled before
Parliament.
Provided in the table below are the proposed formulae for allocating funds to
ENRM sectors.
Table 6.1:

Summary of Proposed Formulae for ENRM Sectors

Sector
Department
of Water

Current allocation
Practice
No formula but based on
historical allocation

Department
of
Environment
Affairs
Department
of Fisheries

No formula but adhoc
allocation

Department
of Forestry

Mainly based on historical
allocations.

No formula but adhoc
allocation

Formulas proposed through the
Consultative Meetings
50% number of water points in
the district;
50% percentage of the
population not yet served.
45% Brown environment 30%:
population;
25%: equal shares.
40% Equal share
55% capture fisheries;
40% aquaculture development;
5% ornamental trade.
40% rehabilitation, replanting;
20% number of forest reserves;
30%
population
accessing
extension service,
10% regulation.

Source: National Local Government Finance Committee

245.

In Rwanda, for the water sector, the formula centres on population which
constitutes 20%, living conditions 40%, area 10% and Access to water 30%.

6.1.6 LA Authority Budget Implementation Challenges
246.

Some of the challenges faced in the implementation of Budgets by Local
Authorities include the following:
a) The size of the devolved budget for most of the sectors has not been
commensurate with functions devolved to Local authorities.
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b) The development budget is still not devolved to the Local Authorities. It
is still retained by the Central Government Line Ministries. This has
compromised the level of development projects that can be implemented
by Local Authorities with the main source of development budget
financing currently being the LDF.
c) The staffing levels in most Local Authorities in terms of both numbers
and skills, still remain a challenge; The Personal Emoluments budget, is
still not devolved with staff in devolved sectors still being under Line
Ministry establishments. This has compromised management cohesion
at the Council level due to multiple reporting allegiances.
6.1.7 Decision-making and Budget Monitoring at Local Levels
247.

District councils are responsible for the overall development of their areas and
are required to support the participation of local communities and other
interest groups such as the private sector and NGOs in the preparation of their
three-year rolling district development plans. To support this process the
councils may establish area-wide, ward or village committees. The special
interests represented in the council also serve to broaden democratic
participation. All council meetings, together with committee, sub-committee and
joint committee meetings, are open to the public, subject to advance application
to attend. The councils have a duty to publish information relating to local
government and the services available within their areas.

248.

Decision-making is conducted through committees. The legislation does not
specify any executive committees or cabinets nor does it specify sub-district
governmental structures. In practice, the District Executive Committee (DEC)
led by the district commissioner exercises executive responsibilities, supported
by district development committees (DDCs), area development committees
(ADCs) and village committees (VCs) which previously provided the
participative and administrative structure to support the former District Focus
for Rural Development (DFRD). The appointments and disciplinary committee is
formed by the council secretariat. Councils may establish new structures or use
existing ones, although the latter are not congruent with the ward
representation of council members. As planning authorities, councils are
required to prepare district development plans. These plans must explicitly take
into account the national development framework as outlined in Vision 2020,
the Malawi Growth and Development Strategy, and the decentralisation policy.
Councils must also produce disaster preparedness plans and, under the
Environmental Management Act 1996, five year environmental action plans.

249.

The main formal routes for community participation in the planning and
budgeting process for all sectors including environment, forestry, water and
fisheries are the VDCs and ADCs. These bodies have a formally mandated
membership and cover geographical areas that coincide with those of the
traditional authorities, the second highest rank in the hierarchy of traditional
leaders. The chiefs at village level play a role in organising the selection of VDC
members from the community, but traditional leaders are excluded from
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membership of these bodies. ADC membership comprises the chairmen of VDCs,
as well as ex officio members from public bodies and representatives of political
parties, faith groups, and representatives of youth and women. Recognised
district based NGOs participate in decision-making and providing check and
balances through attending District Executive Committee (DEC) meetings.
250.

Local authority expenditure on environment, fisheries and water totalled MK
475 million in the six years under review which represents 1% of total
environment expenditure that was captured in the national budget and 0.7% of
total ORT transfers to local authorities.

6.2

Role of Established Parastatals

251.

There are a number of parastatals that have an interest in the environment and
climate change sectors. Chief among them are the utility providers and
universities that offer education in these areas. The discussion below focuses on
the key statutory corporations in environment in Malawi and how they have
contributed to the conservation of environment and promotion of ways of
mitigating against climate change effects.

6.2.1 Electricity Supply Corporation of Malawi
252.

The Electricity Supply Corporation of Malawi (ESCOM) is the Government only
supplier of electricity in Malawi. ESCOM produces economic benefits for the
country from water resources by generating hydroelectric power. Physical
degrading of the environment is causing serious problems for ESCOM
This is manifested in the following ways:
 Siltation of the Shire River due to massive soil erosion causing reduced volum
e of water; and
 Increase in aquatic weeds due to increased nutrient load from agricultural acti
vities which block water flow.

253.

The negative effects of the degradation have been significant to the company and
the economy as a whole. The corporation is a member of the Water Resources
Board which is responsible for all water issues in the country. ESCOM has also
taken part in rehabilitation of environment by distributing tree seedlings to
communities for afforestation.

254.

Due to environmental degradation and bad farming practices in the catchment
area of the Shire River and its tributaries, large quantities of silt are deposited in
ESCOM’s Hydropower Stations’ reservoirs thereby reducing their live storage
capacity and necessitating dredging. Silt also accelerates wear of waterways and
turbine parts thereby increasing the operational costs through frequent
replacement of parts and power plant outages.
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255.

To maintain operational capacity the company is involved in a continuous
process of desiltation. This involves the dredging of the dams and during the
rainy season efforts are also undertaken to remove debris from the Shire River.
These efforts are set to continue for the foreseeable future. All costs associated
with these efforts are expensed to the income statement as they are incurred.
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6.2.2 Blantyre Water Board
256.

Blantyre is the largest commercial city of Malawi and the Blantyre Water Board
(BWB) manages water supply meet its requirements for industrial and
household use. The board manages water from two sources: the Shire River and
Mudi Dam. These water resources have been severely affected by
environmental degradation. For the shire river, the biggest problems faced by
heavy siltation due to soil erosion, this has forced the Board to hiring a dredger
from Illovo to dredger the silt 34 times a year.

257.

For the Mudi Dam the main problem has also been siltation due to deforestation
of the catchment area which causes erosion. The catchment area for the dam
(890 ha) was encroached in the 1990s when people started farming, building
and quarry mining. As a result of the siltation, the dam has lost almost one third
of its 1.4 million cubic meters capacity. Sometimes the Board stops pumping
water from the dam due to excessive siltation. The Board has plans to dredge
the dam. The estimated cost is MK34 million and the Board cannot currently
afford the cost63.

258.

There is also increased nitrification of the dam due to agricultural activities in
the catchment area. This has resulted in the emergence and spreading of an
aquatic weed which has infested the dam thereby further reducing its capacity.
The Board is trying to physically remove the weeds from the dam but the
success rate is low. The Board is considering biological control of the weed
through exploring importing insects from Zambia. The nutrient load has also
led to increase in the algae population which discolours the water and create
odours. This is resulting in increased cost for water treatment.

259.

There is the Ndirande Mudi Catchment Committee which has been formed to
deal with the problems of the Mudi Dam. The Committee comprises of the
Blantyre Water Board, Forestry Department, Ministry of Lands, Ministry of
Water, Blantyre City Assembly and CURE. There is also the Ndirande
Reforestation Committee comprising of communities in the catchment area.
This Committee is helping to reduce illegal tree cutting in the catchment area.
The Committees meet quarterly. Blantyre Water Board is also employed a
security company to guard the Mudi catchment area. Provision of high quality
and reliable drinking water supplies is an absolute priority of the Board. To
sustain this priority, it is the organization’s duty to protect and conserve the
natural environment in day to day activities. It is the Board’s responsibility to
act as diligent stewards of the natural environment in order to preserve the
good quality of water sources. Rehabilitation of the Mudi Dam catchment

63

Economic Evaluation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and
Development Planning
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continued in the review period. In the year 15,000 seedlings were planted in the
Mudi Catchment Area.
6.2.3 Lilongwe Water Board
260.

Lilongwe Water Board (LWB) was established in January 1947 and it was
reconstituted as a parastatal organization by the Act of Parliament, Water
Works Act No.17 of 1995. It supplies potable water to the City of Lilongwe and
surrounding areas, an area of about 45,000 hectares. Through over 42,000
metered connections the board supplies potable water to domestic,
institutional, industrial as well as commercial customers and reaches out to
approximately 700,000 people in its supply area. The supply area is demarcated
into three zones namely Northern Zone, Central Zone and Southern Zone. The
Board abstracts its raw water from Lilongwe River which originates from
Dzalanyama Ranges. There are two dams constructed in series along the river
(i.e. Kamuzu Dam I and Kamuzu Dam II). Kamuzu Dam I acts as a balancing
reservoir and its outflow goes directly into Kamuzu Dam II. Water flows by
gravity down to the abstraction point about 20Km downstream.

261.

In production of potable water, the quality of raw water is significant in
ensuring high quality of the end product. Management of the catchment area is
thus of paramount importance. Lilongwe Water Board manages and protects its
catchment area by among other things planting trees along the buffer zone of
the two dams and encouraging the local people who stay around the dam to
engage in sustainable land management practices.

262.

The Board constructs fire breaks around the buffer zone to avoid wild bush fires
from destroying the vegetation. The Board also donates tree seedlings to
schools that are within the catchment area. The Board through the Community
Based Organizations (CBOs) operating in the catchment area encourages the
communities living near the catchment area to practice sustainable land
management practices.

263.

The community around the catchment area construct marker ridges which are
then planted with vetiver grass. Vetiver grass helps in preventing soil erosion
and land degradation. So far an area of about 50 hectares has been planted with
vetiver grass.

264.

LWB through the Malawi Environment Endowment Trust, supplied 32 bee hives
to communities around T/As’ Masambankhunda and Masula for the bee keeping
program. The Board also organizes bee keeping training for the Village Natural
Resources Management Committees (VRNMs) so as to ensure success of the
program. The Board promotes regeneration of natural tree species in the
catchment area with farmers giving out idle land for regeneration.

265.

The communities have been planting tree seedlings in villages around the dams
with the aim of conserving the area. The seedlings are raised in the village
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nurseries and this activity is supported by the Malawi Environment Endowment
Trust. The tree species include Nsangu, Kesha Senna siamea, Senna spectabilis,
accecia polycatha, Mbawa, Nkunkhu, Mtangatanga, Chitimbe, Kangamtondo and
msambamfumu.
6.2.4 Northern Region Water Board
266.

The Board has a mandate to provide potable water services to urban and semi –
urban areas of the Northern Region. Since its establishment, the Board has
strived to ensure convenient access to safe water for domes-tic, commercial,
institutional and industrial use; provide water infrastructure capable of
underpinning economic development; and ensure protection and management
of water resources. Northern Region Water Board aims to develop, construct
and maintain water works in order to supply its customers with safe and
adequate quantities of high quality potable water and treat waste water to
internationally acceptable standards in an efficient and effective manner, as well
as protect its water catchment areas.

267.

On catchment protection, the Board continued to focus its efforts on preserving
and protecting the environment. The Board planted more than 10,000 trees in
the water catchment areas of Mzuzu, Mzimba and Rumphi. The Board further
employed casual workers from the surrounding water catchment areas to take
care of the planted trees on a daily basis. The Board continued to strengthen the
Community Liaison Groups that provide support in sensitizing the communities
to take care of the environment and the water supply infrastructure.

268.

By the nature of their work, Central Water Board and Southern Region Water
Board are also involved in the development, conservation and protection of the
environment and natural resources.

6.2.5 University of Malawi
269.

The mission of the University of Malawi is to advance knowledge and to
promote wisdom and understanding by engaging in teaching, research,
consultancy, public and community engagement and by making provision for
the dissemination, promotion and preservation of learning responsive to the
needs of Malawi and global trends. The University has four constituent colleges
namely, Chancellor College, the Polytechnic, College of Medicine and Kamuzu
College of Nursing.

270.

Chancellor College and the Polytechnic have been providing education in
environment and national resources. Chancellor College does not offer
undergraduate programmes in environmental studies, although aspects of
environment are mainstreamed in the Bachelor of Science and Education
Science courses.
However, it offers a two-year Masters Degree in
Environmental Sciences. It also houses two environmental research centres –
Leadership for Environment and Development (LEAD) Southern and Eastern
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Africa and Natural Resources and Environmental Centre (NAREC). The objective
of the University of Malawi’s Natural Resource and Environment Centre
(NAREC) is to provide an institutional infrastructure and capacity for research,
training and consultancy in natural resources and the environment for poverty
reduction at household and national levels. Multidisciplinary approaches are
also encouraged and all members of staff in the Faculty of Science’s six
departments including Geography and Earth Sciences provide the required
expertise for NARECs thematic groups in areas of environmental management,
indigenous
knowledge
systems,
biotechnology,
ecology,
food
science/technology, renewable energy, climate change, traditional / plant
medicine and geosciences.
271.

Environmental Health Department of the University of Malawi-The Polytechnic
shall protect, promote, and enhance the health and well-being of the public and
the environment by:

Producing competent EH workforce in Malawi

Undertaking research and consultancy that will enhance the evidence
base to inform EH policy and strategy development and implementation.

To collaborate with national, regional and international stakeholders in
environmental health to the benefit of the health of the nation.

6.2.6 Lilongwe University of Agriculture and Natural Resources
272.

Natural resources and environment programmes fall under the Faculty of
Natural Resources Management whose general objective is to advance
knowledge and produce relevant graduates for sustainable natural resources
management, through teaching, training, research and outreach consultancy.
LUANAR - Bunda College has been offering a number of degrees relating to
environment and natural resources. These programmes are Bachelor’s of
Science in Forestry, Bachelor of Science in Environmental Sciences, Bachelor of
Science in Natural Resources Management (Wildlife and Ecotourism), Bachelor
of Science in Natural Resources in management (Land and Water) and Bachelor
of Science in Aquaculture and Fisheries Science.

273.

The University also offers Masters Degrees in Forestry, Agro forestry and
Fisheries Science a PHD in Aquaculture and Fisheries Science. The efforts by
Bunda College of Agriculture are supplemented by Mzuzu University which
offers degrees in the same areas.

6.2.7 Mzuzu University
274.

Environmental degradation has been coined the third crisis after the economic
crisis and the HIV/AIDS pandemic. The rationale behind establishing the Faculty
of Environmental Sciences at Mzuzu University was a strategic decision by
government to have a unique institution capable of producing high quality
graduates in environmental sciences that would spearhead turning
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technological knowledge and experience into production, business operations
and investments in the spheres of environmental sciences.
275.

The goal of the Faculty of Environmental Sciences in the university is "to
produce high quality graduates equipped with relevant scientific and technical
knowledge, values and skills that would effectively contribute to sustainable
management of natural resources and biodiversity conservation programmes
for the improvement of human well-being".

276.

The Faculty offers the following four year degrees, namely Bachelor of Science
in Forestry, Bachelor of Science in Fisheries, Bachelor of Science in Renewable
Energy Technologies, Bachelor of Science Water Resources Management and
Bachelor of Science Land Management and Administration.
The table below show the ENRM expenditure that was incurred by sub vented
parastatals.
Table 6.2:
Institution

UNIMA
LUANAR
MZUNI
NHBGM
Totals

ENRM Expenditure by Subvented Parastatals (MK Millions)
2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

122.00
28.56
134.00
50.00
334.56

109.00
44.30
113.00
65.00
331.30

90.00
73.80
158.00
109.50
431.3

97.00
54.70
250.00
129.30
531.00

24.00
67.70
211.00
180.77
483.47

2.00
118.80
343.00
145.70
609.50

Totals

444.00
387.86
1209.00
680.27
2721.13

Source: Department of Statutory Corporations

277.

Most of the parastatals, even when they are directly involved in activities of
environmental nature, do not have budget for environment and natural
resources. Such costs are lumped up together with general expenses or
administration costs. This is against the standard of budget transparency that
provides stakeholders with greater leverage in demanding greater access to
budget information and clarify donor expectations.
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6.3

Contribution of Development Partners

278.

To address the contribution of development partners, the study team needed to
get the following questions answered:
a) what is the background information to donor support to Malawi?
b) who have the key development partners in ENRM and DRM been?
c) why do some development partners prefer extra budgetary support to
Malawi?
d) How much financial support has been provided for ENRM and DRM by
donors in the period of the review?

279.

Since independence in 1964, Malawi has been dependent on foreign aid in form
of grants and loans. The country attracts a substantial amount of assistance
from development partners, which is used to implement its growth and
development strategies. These inflows reflect the confidence that the
international community has in the policies of the government64.

280.

Malawi has consistently received more grant assistance than loans. In 2010
according to DAC statistics 7% of total ODA gross disbursements were loans,
93% grants. Malawi’s most recent annual Aid Atlas reports that in 2010/11
general budget support (GBS) accounted for 10% of aid disbursements, sector
support (discrete and pooled funding) 23% and project support 67%. Malawi
has been receiving GBS since the late 1990s, harmonized from the early 2000s
onwards through the Common Approach to Budget Support (CABS) group
which currently comprises DFID, EU, Germany, Norway, the African
Development Bank (AfDB) and the World Bank.
Table 6.3: Malawi’s top ten development partners65 in 2010/11 financial year
Development Partner

Amount of
Disbursement (US$)

USAID
World Bank
Department for International Development
Global Fund
European Union
Norway
Japan
African Development Bank
Centres for Diseases Control
German Development Cooperation

64
65

124,503,992
123,904,806
110,079,528
109,650,178
96,806,731
40,565,123
30,973,912
29,197,764
24,668,969
22,556,557

Approved 2011/12 Financial Statement – Budget Document No. 3 – Ministry of Finance
Aid Atlas 2010/11 – Ministry of Finance
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281.

Environment, lands and natural resources sector has been supported by six
development partners in at least three of each of the four years from 2007/08
fiscal year to 2010/1166. These partners were EU, Norway, USAID, World Bank,
UNDP and Japan. Similarly, for vulnerability and disaster risk management,
Malawi has had DFID, Ireland, UNDP, WFP, UNICEF and Norway in most of the
four fiscal years.
Extra budgetary support to Malawi

282.

A significant proportion of donor support to Malawi is deemed to be extra
budgetary (Table 6.4 below). Extra budgetary projects are those whose finances
are not directly managed by a government institution. Project support to Malawi
may involve government to differing extents, specifically:
a) The government directly manages all project activities and implementation,
as well as directly managing all its financing issues;
b) The government directly manages project implementation and procurement,
but not payments, which are made by the donor organization;
c) The government manages only the project implementation, while
procurement and payments are managed by the donor organization;
d) The government manages neither project implementation nor project
financing which are managed by a non-governmental organization or by the
donor organization itself.

283.

Support to Malawi is deemed extra budgetary if it falls into categories b, c or d
above. These forms of aid delivery represent a deviation from accepted best
practices in development cooperation, as resolved in the Paris Declaration on
Aid Effectiveness (2005).

284.

This happens when the government and the development partners have agreed
to have some systems within government improved, so extra budgetary support
is meant to provide comfort when these systems are being worked on. In other
cases, based on their assessment, when donors feel that the capacity in
government is lacking, they prefer extra budgetary means of supporting the
government.

285.

The development partners supported the environment and natural resources
sector to the tune of US$99 million over the six year period through direct
support to 25 projects. US$43.9 million was managed through the government
budgeting system in 13 projects. For DRM, US$44.15 million was spent through
public institutions on 26 projects and US$5.25 million through non-state actors
and other organisations on 18 projects with no financing made through the
government budgeting system. 86% of total environment financing by donors
supported government projects, out of which 48% was off-budget support. In
66

Aid Atlas 2007/08 and 2010/11 – Ministry of Finance
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DRM, financing to government institutions constituted 60% with the remainder
having been channelled through non-state actors and other organisations. Had
the financing to government institutions been made through the national budget
system, the amount of expenditure of DoDMA on DRM, as reported in this PER,
would have been higher. Table 6.4 below provides details of financial support
from development partners to ENRM and DRM sectors:
Table 6.4:

Donor Financing to ENRM and DRM sectors for the period
2006/07 – 2011/12
Environment
US$ Million

Total Financing
Financing to Govt Institutions
Financing to Govt Institutions
through the government
budgetary system
Off-Budget Support
Financing Non-State Actors
and other organisations

DRM
US$ Million

No.
Of
Projects in
Environment

No.
Of
Projects
in DRM

99.0
84.8
43.9

49.42
44.15
0

25
22
13

44
26
0

40.9
14.2

44.15
5.27

9
3

26
18

Source: Aid Management Platform – Ministry of Finance

286.

44% of the donor money for ENRM was managed through the government
budgetary system whilst for DRM, where most of the assistance is directed
towards emergencies in reactionary manner, no donation was managed through
the government budgeting system. In the wake of discovery of massive looting
of public funds which was discovered in 2013, it would be necessary for the
government to strengthen financial controls before the developing partners
regain their confidence in government systems to have their support managed
through
budgetary
systems.
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CHAPTER 7: EXPENDITURE EFFECTIVENESS, EFFICIENCY SAVINGS AND
MARGINAL COSTS AND BENEFITS
7.1

Expenditure Effectiveness

287.

Effectiveness relates to the output to the final objectives to be achieved. The
objectives of the various laws and policies in ENRM and DRM point towards
economic enhancement of the livelihoods of Malawians as well as to reduce or
eliminate their suffering and risks surrounding them. The US$ 284 million
expenditure has made a positive contribution to the Malawi economy. The
expenditure that has been incurred in ENRM by various ministries and
departments has generally yielded results as proved by the examples in the
selected sectors discussed below:

7.1.1 Agriculture
288.

In a country where 85% of the workforce is involved in agriculture, productivity
of crops has an overriding influence on the economic health. Land, water and
forests are the primary resources of agricultural production, and are the
resources essential to maintain human life and well-being. One of the objectives
of the National Environmental Policy (2004) is to promote environmentally
sustainable agricultural development by ensuring sustainable crop and
livestock production through ecologically appropriate production and
management systems, and appropriate legal and institutional framework for
sustainable environmental management. Agriculture in Malawi accounts for
39% of GDP and 85% of export revenues67.

289.

Among other interventions, management of land, water and forests has
contributed to improved agriculture and food security. Control of erosion,
improved soil fertility and mitigation of droughts and natural calamities have
contributed to the achievement of MGDS priority number one: agriculture and
food security68.

290.

Production of various strategic crops: maize, rice, groundnuts, tobacco, cotton,
wheat, sorghum, millet, pulses, cassava and sweet potatoes has increased from
8.1 to 13.5 MT from 2005/06 to 2011/12 seasons representing a 66%
increase69. Over the same period, the Malawi population has grown by 29%
which is certainly a net benefit to the country.
Malawi has witnessed food surpluses in all the seasons throughout the period of
this study as provided in the table below:
67

World Bank
Economic Valuation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and Development
Planning
69
Annual Economic Reports 2005 - 2013
68
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Table 7.1:

Malawi’s Food Surpluses

Season

2006/07

2007/08

2008/09

2009/10

2010/11

2011/12

Surplus in Millions MT

1.3

0.5

1.3

0.8

1.1

0.6

Source: Annual Economic Report 2013

7.1.2 Forestry
291.

In the six years under review, the Department of Forestry has facilitated
planting of more than 300 million trees over 125,000 hectares of land
countrywide. The Improved Forestry Management for Sustainable Livelihood
Program which is supported by EU has developed interventions that aim at
contributing towards increased household income and food security. The
interventions range from tree planting and forest conservation to the promotion
of forest based income generating activities such as honey and mushroom
production. The programme has focused on improving the management of tree
and forest resources and access to income generating opportunities and
enhancing rural livelihoods through sustainable management for forest areas in
the country.

292.

The Tree Planting and Management of Carbon Sequestration and other Ecosystems Project (2002-2007) was a Malawi Government Initiative supported
from local resources. The programme objective was to increase the area under
forest cover in Malawi in order to enhance carbon sequestration and other
ecosystem services contributing to greenhouse gases in particular, carbon
dioxide in the atmosphere. The programme has contributed to the improvement
of livelihoods for participating farmers through payments made as
compensation for area planted, care for trees and the purchase of seedlings for
farmers.

293.

Forestry resources are crucial in supporting livelihoods, infrastructure
development and energy in Malawi. Apart from providing a diverse range of
wood and non wood products, the sub –sector is important for soil and water
conservation for agriculture and household use, provision of animal habitat,
beautification of the countryside, enhancement of ecotourism and biodiversity,
and regulation of climate change through, for instance, carbon sequestration.

294.

The importance of forestry resources in supporting livelihoods in Malawi
cannot be over emphasized but remains an area of great concern because of the
unsustainable utilization of the resources. In keeping with the MGDS priority
area on climate change, Natural resources and Environmental Management, the
GoM’s Ministry of Economic Planning and Development recognizes that the
forestry sub-sector is directly linked to, and has an influence on the attainment
of other key priorities set in the MGDS. Apart from the key linkages with MGDS
priority area, forests are also important sources of employment and income,
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promoters of biodiversity that is important in ecotourism, and regulators of
climate change. Full time employment in forestry is around 29,000 with a
further 130,000 jobs involved in wood fuel supply70.
Table 7.2:

Contribution of Forestry to Selected MGDS Priority Areas

MGDS Priority Area
Agriculture and Food
Security
Irrigation and Water
Development
Transport and
Infrastructure
Development
Energy Generation and
Supply
Integrated Rural
Development
Programme
Prevention and
management of national
disorders, HIV and AIDS

Contribution of Forestry Sector
Control of soil erosion
- Improvement of soil fertility
Mitigation during droughts and natural calamities
- Water catchment area for irrigation as well as
domestic and commercial use
- Improvement of water table for boreholes
- Minimising siltation in rivers and lakes
- Supply of industrial timber and poles
- Control of damage through flooding
- Supply of biomass energy
- Protection of water catchment areas for
hydroelectric power generation
- Supply of transmission poles
- Supply of timber and poles
- Improvement of water table for borehole water
Supply
- Supply of medicinal plants and food
- Income source for the affected and the infected

Source: Economic Valuation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and
Development Planning

295.

Malawi Government generates revenue from forestry resources through
revenue collection in a number of areas. For instance, the major sources of
revenue in the sectors are royalties on forestry produce on customary estate
and administration fees, licences and concessions among others. The revenue on
customary estate is dependent on the patrols undertaken by forest staff and the
volume of confiscated illegally obtained forest products. The revenue from these
sources over the six year totalled MK 1.185 billion71.

7.1.3 Land
296.

The CBRLDP in Ministry of Lands, Housing and Urban Development planned to
improve incomes of 15,000 rural poor households by implementing a
decentralized, community based voluntary and market assisted approach to
land reform through the provision of land to the landless and poor households.

70
71

Economic Valuation of Natural Resource Use in Malawi, Ministry of Finance
Annual Economic Reports, Ministry of Economic Planning and Development
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The 15142 households that had been relocated by 2010, their incomes rose by
an average of 68% one year after relocations72.
297.

In an agro-based economy such as Malawi’s the importance of soil cannot be
over emphasized as it has a very direct contribution to the agricultural
economy. But soil is also important to the construction industry, particularly the
making of bricks and the use of sand in construction. There is a growing small
and medium pottery industry especially in central Malawi-Dedza and
Nkhotakota districts – which is also tourist attraction. In general, clay soils are
used for artisanal pottery for cookery and water storage throughout the
country. Soils also provide environmental services such as water purification,
and it is also crucial in the control of the water table for electricity generation
along the upper and mid Shire River.

7.1.4 Wildlife
298.

Under improved wildlife management and conservation, the sector has fully
rehabilitated Majete Wildlife Reserve into a functional and attractive
destination. This was done in partnership with African Parks, a private wildlife
conversation organization. Majete Wildlife Reserve had experienced high level
poaching and was degraded through habitat and wildlife destruction but now
boasts all major wildlife species, good roads, housing, water supply, boundary
fence, education centre and tourist facilities. In partnership with private sector,
two up-market lodges were constructed to attract tourists that prefer comfort.
These are the Tongole Wilderness Lodge in Nkhota-Kota Wildlife Reserve and
the Mkulumadzi Lodge in Majete Wildlife Reserve. The sector reduced humanwildlife conflict around protected areas by constructing 45 km of electrified
boundary fences along the boundaries of Lengwe National Parks.

299.

The ecological services provided by biodiversity are vital to everyday life, Yet,
wildlife resources and ecosystems in general, and protected areas in particular,
have long been undervalued, and the contribution of world life resources to
national output is not reported in official statistics. This can undermine their
importance in policy-making processes, and the efficiency and sustainability of
protected areas management. These areas provide incredible goods and
services such as stable soils, as well as reliable and clean suppliers of water.
Significantly, they hold a wide range of biodiversity including plants and
animals, and other organisms essential for aesthetic, cultural, research and
educational values.

300.

With global concern over climate change, NPs, WRs and NSs will continue
serving as carbon sinks, thereby providing a great opportunity in mitigation.
Despite their importance, the role of world life resources in the country’s
economy has not been comprehensively qualified as yet and this study is an
attempt to bridge this gap. However, available data limited our analysis within
72

Impact Evaluation Report of the Community Based Rural Land Development Project, Franklin Simtowe
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the constituent elements of travel and tourism satellite. Similarly, we
approached the analysis with selected case studies, but this does not suggest
that other PAs are of in significant value. Regrettably, it is almost impossible to
meticulously articulate all the values within the context and scope of the current
study.
301.

The importance of wildlife resources can be directly linked to the role of the
tourism sector globally and nationally. Tourism is of growing economic
importance around the World. It is an international business that in 2001
contributed 4.2% to the gross Domestic Product (GDP) of the global economy
and employed 8.2% of the world’s economically active population. Thus tourism
is very important economic catalyst, as visitors spend money directly in hotels
and outside of hotels, generating direct and indirect employment and revenues
through an economy. In recent years, the tourism sector has received
considerable public attention recognizing it as a potential contributor to the
GDP. For example in 2001 the sector contributed approximately 1.8 percent of
the country’s GDP while in 2007, the figure increased to 5.8 percent. In 2012,
tourism contributed 7.2 per cent of GDP.

302.

According to the MGDS, the medium term for tourism is to establish Malawi as a
principal and leading eco-tourism destination in Africa. Apart from looking for
tourists outside Malawi there is also an opportunity to increase domestic
tourism. According to the World Travel and Tourism Council, tourism is
expected to generate 7.1 percent of new jobs annually in Malawi.

303.

In many protected areas wildlife conservation has created job opportunities for
the local communities. Using the Majete case study, progress shows that a total
of 132 staff from local communities has been employed as fence attendants and
general labourers with a total sum of MK2 Million (US$14300) being spent on
salaries per month. While this can be treated as a cost on the part of
management, it is also a benefit to the surrounding community.

304.

The Department of National Parks and Wildlife generates revenue through
visitor’s utilization of the wildlife resources found in the different protected
areas. The revenue is generated from consumptive and non consumptive uses.
Revenue from consumptive use is from sales of trophies, honey and others.
Trophies include hippo teeth, skins and meat. Other sources of such revenue are
bird licenses, game farming licenses, game ranching licenses and hunting
licenses.

7.1.5 Fisheries
305.

The fisheries sector is of great importance to Malawi’s economy as a source of
employment, food, rural income, export, import substitution and biodiversity.
The sector directly employs nearly 60,000 fishers and indirectly over 500,000
people who are involved in fish processing, fish marketing, boat building and
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engine repair. Further nearly 1.6 million people in lakeshore communities
derive their livelihood from the fishing industry73.
306.

Fish provides over 70% percent of the dietary animal protein intake of
Malawians and 40 per cent of total protein supply. It also provides vital
vitamins, minerals and micronutrients. Much of the fish is consumed in rural
areas thereby contributing significantly to daily nutritional requirements to
some of the vulnerable groups such as people living with HIV and AIDS, orphans
and the poor. As a source of income, fish landings in 2011 had a beach or landed
value of MK 19 billion. Average beach prices are generally lower than retail
market prices.

7.1.6 DoDMA
307.

In the six years under review the Department of Disaster Management Affairs
developed a National Disaster Risk Management policy, reviewed the 1991
Disaster Preparedness and Relief Act, incorporated DRM in primary school
curriculum, establishment of a National Platform as a coordination mechanism
for DRM/DRR under UNISDR guidelines, developed and reviewed district based
contingency plans for all 15 disaster prone districts, carried out capacity
building for DoDMA staff and DRM focal points from key ministries and
developed the DRM handbook and Operational guidelines.

73

Annual Economic Report 2012, Ministry of Economic Planning and Development
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7.2

Efficiency Savings

308.

Efficiency savings are those savings which can be squeezed from budgets
through better organisation of operations; greater use of information and
communication technologies; better utilisation of assets; more economical
procurement practices; partnership arrangements with other authorities and
the private sector; and from the automation of clerical and administrative
procedures. Efficiency savings do not affect the standard or level of service to
the population at large or for particular client groups.

309.

Efficiency in general, describes the extent to which time, effort or cost is well
used for the intended task or purpose. It is often used with the specific purpose
of relaying the capability of a specific application of effort to produce a specific
outcome effectively with a minimum amount or quantity of waste, expense, or
unnecessary effort. Efficiency can also be described as input output ratio such
that is the output is more than the input, the result is efficiency, if not it is
inefficiency.

310.

The records on budgeted and actual expenditures for the seven institutions
show an average positive variance on recurrent expenditure of 6% for ENRM
and (25%) for DRM. The variance on the DRM budget arises due to the MK 140
million purchase of maize by government to replenish the strategic grain
reserves in 2007. The maize was earmarked for the parts of the country that had
not harvested enough food due to dry spells that they experienced in that
period. For capital expenditures, the variances occurred mainly on donor
financed projects as a result of delayed disbursements for project
implementation.

311.

When a comparison between MGDS costed targets and the related actual
expenditures is made for each subsector: environment, forestry, agriculture,
water and wildlife, the result is an average 37% negative variance (over
expenditure). This is attributed to estimation accuracy challenges that are
generally associated with medium and long term planning as is the case with the
MGDS.
From the two preceding paragraphs, it is clear that no tangible savings were
made by various public institutions involved in ENRM and DRM.

312.

Analysis shows that environment and natural resources management and
disaster risk management can make an impact through working with the
communities especially at district level and below. As already alluded to in the
other sections in this report, the policies on environment and disaster risk
management point towards working in collaboration with district councils but
as we are all aware, these institutions get only 1% of environment funds from
the central government.

313.

DoDMA is in the process of devolving DRM to councils. Assistant District
Disaster Risk Management Officers have been deployed to councils in the 15
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disaster prone areas. Their primary responsibility is, in liaison with District
Commissioners, to report occurrences of disasters in the districts.
314.

At district level there are structures that suit an efficient delivery of ENRM and
DRM services. These structures are DECs, ADCs, VDCs, DFRDCs which reach the
most grass-root populations in the country as depicted in the structure below:
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Figure 7.1: District Level Structures for ENRM

District Council

District Executive
Committee

Village
Development
Committee (VDC)

Area Executive
Committee (AEC)

DESC
District
Environmental
Officer
District
Agricultural
Development
Officer
District
Fisheries
Officer
District
Environmental
Health Officer

Community Based
Organisations
(CBOs) eg
VNRMCs, BVCs

District
Forestry
Officer

315.

The District Executive Committee (DEC) is the technical arm of the District
Council composed of representatives from all government ministries and
departments, NGOs represented at the district and co-opted members. It is
responsible for implementation of all aspects of the District Development
Planning System (DDPS). The District Commissioner or in his absence the
Director of Planning and Development chairs this committee.

316.

The District Environment Sub-Committee (DESC) is the DEC focal point on
issues of the environment. It acts as a multi-disciplinary forum for
environmental management and comprises environmental and NRM sector
district officers. The Director of Planning and Development chairs the DESC with
secretarial services provided by the District Environmental Officer.
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317.

The Development Advisory Team (DAT) is responsible for supervising the
implementation of projects and programmes while the District Training Team
(DTT) is responsible for conducting all training required at the district.

318.

Area Development Committee (ADC) under the current (ongoing) institutional
structure, decision-making institutions are located at area level (at the level of
the Traditional Authority). Development decision-making bodies comprise the
Area Development Committee (ADC). The ADC has the following environmental
management tasks:
 Identification and prioritisation of environmental issues that need
immediate mitigation actions.
 Development of EAPs (at TA level) and subsequent micro-projects.
 Facilitate formation of VDC Environmental working groups.
 Collate and approve VDC EAPs.
 Mobilize community resources and solicit funds.
 Monitor SOE and implementation of EAPs.

319.

Village Development Committees (VDCs) are at the village levels (i.e. at the level
of the Group Village Headman). The advisory executives are the front line staff
at VDC level.

320.

The VDC has the following environmental management tasks:
 Organize NRM meetings in the villages;
 Lead the EAP process at village level;
 Co-ordinate CBNRM activities with the ADC and communicate feedback from
ADC;
 Formulation of micro-projects addressing environmental issues and solicit
funding for such activities through the DDP;
 Facilitate the mobilization of community resources for CBNRM self-help
projects;
 Supervise and monitor SOE and implementation of NRM micro-projects at
VDC level.

321.

In cities and municipalities the functions undertaken by VDCs are performed by
Community Development Committees (CDCs) under one neighbourhood led by
an elected chairperson.

322.

Area Executive Committee (AEC) is the technical body of the ADC. It comprises
frontline staff and plays the advisory role to the ADC. As executive body, it is
responsible for day- to-day technical advice on projects within the area and
even lower to the VDC. The AEC has the following environmental management
tasks:
 Facilitate the SOER and EAP processes at area level.
 Facilitate the process to develop micro-projects.
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323.

Community Based Natural Resources Management Committees - at community
level environment and natural resources management is done by several
community based natural Resources management committees (CBNRMCs)
some of which include Village Natural Resources Management Committees
(VNRMCs), Beach Village Committees (VBCs), Catchment Protection
Committees, Water Point Committees and Village Health and Sanitation
Committees (VHSC), Civil Protection Committees.

324.

Similarly for DRM, the use of local structures would be the most economically
efficient way to deal with disasters. Decentralisation offers a better mechanism
for reducing bureaucracy, ensuring quality, timely and equitable provision of
services and enhancing transparency and accountability.
The institutional structure of the National Disaster Risk Management for Malawi
is presented in the figure below:
Figure 7.2:

Institutional Structure of National Disaster Risk Management for
Malawi
Cabinet

National Disaster Preparedness and
Relief Committee

National Disaster Preparedness and Relief Technical
Committee

Department of Disaster Management Affairs

District Civil Protection Committee

Area Civil Protection
Committee

Village Civil
Protection
Committee
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325.

The National Disaster Preparedness and Relief Committee (NDPRC) provides
policy directions to the Department of Disaster Management Affairs on the
implementation of DRM programmes. The committee comprises principal
secretaries of line ministries/departments, the Inspector General of Police, the
Commander of Malawi Defence Force, and civil society representatives. The
committee is chaired by the Chief Secretary. The NDPRC operates in accordance
with terms of reference, stipulated in the Operational Guidelines for DRM.

326.

The National Disaster Preparedness and Relief Technical Committee (NDPR TC)
is a multi-stakeholder committee. It serves as an advocate of disaster risk
management; provides advice and technical support; and is the coordinating
mechanism for mainstreaming disaster risk management into sustainable
development policies, planning and programmes. It aims at contributing to the
establishment and development of a comprehensive Disaster Risk Management
System for Malawi.

327.

The NDPR TC is chaired by the Secretary and Commissioner of the Department
of Disaster Risk Management Affairs, and functions in accordance with terms of
reference, stipulated in the Operational Guidelines for DRM. The NDPR TC is
composed of designated senior representatives who are formally appointed to
serve on the NDPR TC as the disaster risk management focal points for their
government line ministries and departments, civil society organisations,
scientific and academic institutions, the private sector, UN agencies, donor
community and the mass media. The NDPR TC serves as the National Platform
for Disaster Risk Management.

328.

The Department of Disaster Management Affairs has the primary responsibility
for managing and coordinating the implementation process of the policy. It is,
therefore, critically important to ensure that it has adequate and suitably
qualified human resources as well as the necessary infrastructure and
equipment to enable it to fulfil its responsibilities. DoDMA serves as the
Secretariat for the NDPRC, NDPR TC, and chairs the NDPR TC.

329.

At district level, there are District Civil Protection Committees (DCPCs), Area
Civil Protection Committees (ACPCs) and Village Civil Protection Committees
(VCPCs). The District Commissioner coordinates implementation of DRM
activities at district level through these committees.

330.

So it can be seen that the most efficient way in which environmental service
delivery can take place is through the district level. It is necessary for
government to commission a study to find ways in which the multitude of
activities, as contained in so many national policies, at the local level can find
their way into the national budgets.
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7.3

Marginal Social Costs and Benefits

331.

A marginal social benefit (MSB) is the increase in benefits to society arising out
of additional inputs in production while a marginal social cost (MSC) relates to
the society costs from increased inputs in production or interventions. For
instance, additional inputs of resources in natural resource management would
contribute to increased agricultural yields thereby improving the economic
livelihoods of the population. Similarly, effort in waste management such as
disposal of refuse to the appropriate dumping sites attracts destitute members
of the public who can contract diseases when they scavenge through the filth to
find something to eat or sell.

332.

Due to absence of records on the social benefits and costs resulting from
environmental protection and natural resource management, an in-depth
quantification of MSB and MSC remains a challenge. The per capita environment
public expenditure in Malawi has dwindled in the last 2 years of this study as
shown in the table below.
Table 7.3: Per Capita Environmental Expenditure
Public Environmental Expenditure
(Million US$)
Population (Million)
Per Capita Environmental
Expenditure (US$)

2006/07

2007/08

2008/09

2009/10

2010/11

37.19
12.70
2.93

38.85
13.10
2.97

55.75
13.40
4.16

64.89
13.60
4.77

48.79
14.00
3.49

2011/12

32.52
15.00
2.17

333.

The average per capita environmental expenditure was US$3.42 which was 32%
lower than Mozambique’s. The per capita environmental expenditure was all
time lowest (the review period) in 2011/12 due to the governance problems
and a series of political missteps which led to a withdrawal of donor support
and total grant inflows fell from 10.3 percent of GDP in 2008/09 to only 4.4
percent by 2011/12. Budget support, which finances many critical expenditure
items, fell from a high of 4.5 percent of GDP in 2009/10 to 0 by 2011/12. The
devaluation of the Malawi Kwacha in 2011/12 against major foreign currencies
had the effect of significantly diminishing the recorded US$ expenditure in that
year.

334.

Malawi pays a high price for unsustainable natural resource use. The cost is
equivalent to giving up 5.3% of GDP each year74. For the six years period under
review, this loss translates to a total of $1.5 billion. It should be noted that the
country spent 0.96% of GDP on conservation and protection of environment
which leaves an economic environmental loss of 4.34% of GDP.

74

Economic Valuation of Sustainable Natural Resource Use in Malawi – Ministry of Finance and
Development Planning
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CHAPTER 8: GAPS IDENTIFIED AND RECOMMENDATIONS
335.

The table below provides the gaps that have been identified in the study and a
recommendation and a lead institution(s) are proposed for each gap.
Table 8.1: Problem and Recommendation Matrix
Gaps, problems identified

1

2

Proposed Solutions

The policies in ENRM and the draft National
Disaster Risk Management Policy (2013)
have goals and objectives to collaborate
with district councils with the aim of
reaching the grassroots. Decentralisation
has offered a better mechanism for
reducing bureaucracy, ensuring quality,
timely and equitable provision of services
and
enhancing
transparency
and
accountability. Unfortunately, in Malawi,
the councils are grossly under-resourced,
spending only 1% of total ENRM resources.
The second schedule of the Local
Government Act (1998) provides a wide
range of functions of the councils on
environmental
protection
and
environmental health.
Further, as a
mechanism for councillors to discharge the
functions of the council, Section 14 of the
Act prescribes creation of committees of
the council one of which is environment.
The low levels of activity are often
attributed to inadequate capacity at the
council level. District Development Plans
for 2010 to 2013 budgeted for environment
and DRM activities at 5% for total district
council financing. This justifies why 1%
funding for these activities at the local level
is far from being adequate for the sector at
that level.

In the medium term, a
capacity assessment should
be undertaken in the local
authorities. The assessment
should cover all areas of
capacity including:
 governance
and
leadership;
 human resources in
terms of numbers, skills,
and experience;
 fixed assets, equipment
and operational tools;
and
 systems
such
as
monitoring
and
evaluation and strategic
planning.
The assessment should be
followed by development
of capacity empowerment
plans for all the sectors
including ENRM and DRM.

ENRM and DRM policies (the National DRM
Policy is still in draft form) in the country have a
very weak link with planning and budgeting.
Progress remains to be made in strengthening
the link between policy framework and
budgeting in the environment and DRM sectors.
Although Malawi was one of the first countries
in Sub-Saharan Africa to introduce the Medium

All budgets that are submitted
by
ministries
and
departments
should
not
prepared in an ad hoc manner
but should be based on policy
aspirations. Adherence to the
MTEF approach should be
enforced.
When
revising
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Lead
Institutions
 MoLGRD
 MoF
 MoECCM
 DoDMA

In the short term, for
purposes of continuity,
since councils are now
place, funds should be
provided based on annual
workplans and budgets
which should be approved
by the elected councils.
MoF
MoECCM
DoDMA
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Gaps, problems identified

3

4

Proposed Solutions

Term Expenditure Framework in the late 1990s
and adopted an output based presentation and a
new programme classification in 2010/11, the
budgeting process is still very much input
based, incremental in approach and little policy
led. The World Bank stipulates that the MTEF
provides the “linking framework” that allows
expenditures to be “driven by policy priorities
and disciplined by budget realities” 75. The bank
further emphasises that if the problem is that
policy making, planning, and budgeting are
disconnected, then a potential solution is a
MTEF.

policies, their link with the
planning
and
budgeting
system should be clearly
defined. The key policy in
environment, NEP, has been
due for revision since 2009.

Distinguishing
of
programmes
and
expenditure between environment and
climate change is very difficult. The dividing
line between the two is not clear cut. In all
ministries and departments, environment
and climate change expenditures are coded
as one. Further to that, Ministries such as
Defence, Home Affairs, Transport, Health
and Agriculture are involved in DRM
activities, especially when there is need for
response to disasters. However, they do not
have budget lines for that aspect.

Whilst environment and
climate change are closely
linked, they are not the
same. A separate code for
climate change to which all
budgeting and spending on
climate change will be
attributed
should
be
created in the national
budgeting and reporting
system. It is straight
forward that with a code in
place, CC will have all its
budgets and expenditure
lumped under that code.

On average 50% of donor support is offbudget76 despite Malawi being a country
that adheres to the Paris Declaration on Aid
Effectiveness (2005) and Accra Agenda for
Action (2008) that advocate harmonisation
of aid with national budget system. Whilst
observance to the two declarations is
necessary, Malawi Government financial
management system has been weak as
75
76

Ministries
that
are
constantly called upon
during disasters need to
have a budget lines for
DRM. Such ministries are
Defence, Home Affairs,
Health, and Transport and
Public Works.
Government
already
started putting aid on the
budget
through
the
establishment of the AMP.
The efforts should continue
with government assurance
of strengthened financial
control systems. The weak
controls
in
Malawi’s

World Bank 1998a:32
Malawi Agricultural Public Expenditure Review (2007 – 2013)
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Lead
Institutions

MoF

MoF
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Gaps, problems identified

Proposed Solutions

evidenced by a massive plunder of
government
resources
by
business
opportunists, civil servants and politicians
in 2013. Based on this weakness, it
becomes difficult for donors and recipients
to hold each other accountable for their
commitments.

5

6

77

Sectors that were devolved to councils
earlier than 2009/10 such as education and
health have clear formulas for allocating
funds to them. The ENRM sectors at the
local level (water, environment, fisheries
and forestry) do not have formulas for
allocation of funds. The result is ad hoc and
experiential allocation. In the absence of a
resource allocation formula there has been
be room for subjectivity and lack of fairness
in resource allocation. DoDMA is working
towards practical collaboration with
district councils: for example the
department is in the process of developing
devolution guidelines for DRM. It has also
deployed Assistant District Disaster Risk
Officers to councils in the 15 disaster prone
areas whose primary responsibility is, in
liaison with District Commissioners, to
report occurrences of disasters in the
districts.
Despite the existence of structures like
NDPRC which is responsible for providing
direction on the implementation of DRM
programmes, the implementation is poorly
coordinated, there is duplication of effort
and wastage of resources77. Regardless of

financial systems has been
a
concern
to
many
stakeholders
including
development
partners.
Government
should
proceed with development
and full implementation of
IFMIS
in
all
public
institutions in order to get
comprehensive and realtime budget execution data
allowing effective public
expenditure planning and
management; in upgrading
the
IFMIS
particular
attention should be given
to measures that will
facilitate bringing donor
project
financing
on
budget.
Considering the changing
economic
environment,
there is need for a fresh
review of all the formulas
for allocating funds to local
authorities and get them
approved by cabinet. The
devolution guidelines that
DoDMA is drafting should
propose a formula for
allocating funds to the DRM
sector.

DRM should not only come
to the authorities’ attention
when disasters strike. As
provided for in the draft
National Disaster Risk
Management Policy, there

Lead
Institutions

MoF
NLGFC
DoDMA
MoECCM

OPC
DoDMA

Disaster Risk Management Coordination Structures in Malawi - Lilian Ng’oma/Harry Mwamlima
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Gaps, problems identified

Proposed Solutions

Lead
Institutions

the fact that the Government of Malawi
recognizes disasters as one of the key
factors hindering economic growth and
poverty reduction, the country still suffers
from disaster response culture78 which
results in ad hoc expenditure management
in the sector.

should be forward planning
for disasters. The approval
process of the policy
should be hastened so that
in the course of its
implementation it should
provide a mandate for
forward
planning
and
budgeting for disasters.

7

Save for the draft National Climate Change
Policy (2012), most of the policies in ENRM
have no financial or investment goals and
strategies. The National Disaster Risk
Management Policy (2013) sparsely touches on
this.

OPC
MoECCM
DoDMA

8

All the key ministries involved in ENRM were
unable to achieve their plans in full due to
resource and capacity constraints. Achievement
on outputs has been at an average rate of 83%.
Our finding is that in the early years of the scope
of this study, levels of achievement on outputs
could be as high as 100% but this has declined
over time. The reasons that have been put
forward for declining performance are basically
inadequate financing. Inadequate capacity in
the form of lack of proper equipment or training
is attributed to inadequate financing too. The
effectiveness of disaster preparedness in the
country is hampered by lack of multi-hazard
contingency plans in most districts and
communities. The few districts that have the
plans do not allocate resources for their
implementation and review80.
Many parastatals, even when they are directly
involved in activities of environmental nature,
do not have budgets for environment and
natural resources. Such costs are lumped up
together
with
general
expenses
or
administration costs. This is against the
generally accepted standards of budget

When revising the ENRM and
DRM policies, issues of
investments and sourcing of
finance for implementing
them should be taken into
account. Michael D. Leonard
says that not only must an
organization ensure that it has
a policy in place, the policy
must be properly and
appropriately funded, it is
imperative to identify and set
aside the necessary funds for
its implementation79,
In view of observed adequacy,
effectiveness,
efficiency,
poverty-targeting
and
appropriateness of analyzed
spending in each year and the
entire period, the ministries
that
are
involved
in
environment, climate change
and DRM an arrangement
should be made to get
concerned ministries and
departments
adequately
financed and their capacity in
terms of numbers and skills of
staff as well as strategic
planning and monitoring and
evaluation systems.
There is need to enforce
introduction of budget codes
for environment and natural
resources management.
Fulfilment of this will be in
tandem with the requirement
of Section 78 of the Public

DSC
MoF

9

78

Draft Risk Management Policy – Department of Disaster Management Affairs
Effective Policy – 17 Characteristics of a good policy – Michael D. Leonard
80
Draft National Disaster Risk Management Policy (2013)
79
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Gaps, problems identified

10

Proposed Solutions

transparency that provide stakeholders with
greater leverage in demanding greater access to
budget information.
While section 10 (1) of the Public Finance
Management Act (2003) compels all Controlling
Officers to ensure that all accounts and records
relating to the functions and operations of a
ministry are properly maintained, it was found
out that some ministries and departments
hardly keep financial records.

Lead
Institutions

Finance Management Act
(2003).
Besides submission of all
accounting data to the
Accountant General and other
stakeholders, ministries and
departments are compelled
keep copies of financial
records as a requirement of
the law and generally
accepted accounting practices.

All
ministries
and
departments

CHAPTER 9: CONCLUSION
336. One key finding of this study is that policies in the sectors under review have had
a very weak link with budgeting and budgetary control. Government made an
effort to address this weakness through the introduction of MTEF approach to
budgeting. MTEF provides the “linking framework” that allows expenditures to
be driven by policy priorities and disciplined by budget realities. MTEF
implementation has been slow because of lack of political leadership and
commitment to the MTEF approach, inadequate management and co-ordination
and lack of focus of policies and budgets on the delivery of outcomes and
outputs.
337.

Financial plans that are submitted by ministries and departments should be
based on policy aspirations. Adherence to the MTEF approach should be
enforced. In times of revising public policies, their link with the planning and
budgeting system should be clearly defined and deliberate.

338.

It has been learnt that the government system, as evidenced by public policy
provisions, realizes that it is at the local level where ENRM and DRM services
can be best delivered. Decentralisation has offered a better mechanism for
reducing bureaucracy, ensuring quality, timely and equitable provision of
services and enhancing transparency and accountability. Due to ‘lack of
capacity’ at the local level, the financing for ENRM and DRM has been
insignificant. Ministry headquarters are preferred in financial allocations. A
thorough capacity assessment on leadership and governance, human resources,
assets and equipment and systems to be followed by development capacity
empowerment plans needs to be carried out at that level.

339.

Effectiveness of expenditure, in this context, entails identification of the
achievements that have been made with the input (US$ 282 million). In
summary, the following were achieved in the six years under review:
 ENRM is key for agricultural productivity. 85% of the Malawian
workforce is involved in agriculture which contributes 39% and 85% to
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340.

the GDP and export revenues respectively. The production output for
strategic crops increased by 66% from 2005/06 to 2011/12. The
population growth within the same period went up by 30%. Malawi
realized a food a total food surplus for the six years of 5.6 MT.
In the six years under review, the Department of Forestry has facilitated
planting of more than 300 million trees over 125,000 hectares of land
countrywide. Full time employment in forestry by 2012 was around
29,000 with a further 130,000 jobs involved in wood fuel supply. The
revenue from forestry resources over the six year totalled MK 1.185
billion.
Under
the
Community
Based
Rural
Land
Development
Programme,15142 households that had been relocated by 2010, their
incomes rose by an average of 68% one year after relocations.
Wildlife facilitated tourism over the six year period such that 7.2% of
GDP was realized in 2012 up from 1.8% in 2001.
The fisheries sector is of great importance to Malawi’s economy as a
source of employment, food, rural income, export, import substitution
and biodiversity. The sector directly employs nearly 60,000 fishers and
indirectly over 500,000 people who are involved in fish processing, fish
marketing, boat building and engine repair. Further nearly 1.6 million
people in lakeshore communities derive their livelihood from the fishing
industry.
In the six years under review the Department of Disaster Management
Affairs developed a National Disaster Risk Management policy, reviewed
the 1991 Disaster Preparedness and Relief Act, incorporated DRM in
primary school curriculum, establishment of a National Platform as a
coordination mechanism for DRM/DRR under UNISDR guidelines,
developed and reviewed district based contingency plans for all 15
disaster prone districts, carried out capacity building for DoDMA staff
and DRM focal points from key ministries and developed the DRM
handbook and Operational guidelines.

Over the six years under review, water has been the environment subsector that
has incurred the highest expenditure at 30% of the total ENRM expenditure.
This is followed by lands at 25%. This level of expenditure has principally been
attributed to the financing of water projects under the National Water
Development Programme and the Community Based Rural Land Development
Programme by development partners. The least environmental expenditure has
been ORT that has been incurred by local authorities in all the ENRM devolved
sectors at 1% of the total environment expenditure during the review period.
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Annex 1: Local Council Transfers and Expenditures
LOCAL COUNCILS FINANCIAL YEAR 2009 – 2010 (Malawi Kwacha)
Water
Environment
Transfers

Expenditure

Transfers

Fisheries
Expenditure

Transfers

Expenditure

Blantyre City

0.00

0.00

849 002.00

264 920.00

0.00

0.00

Lilongwe City

0.00

0.00

896 587.00

896 267.00

0.00

0.00

Mzuzu City

0.00

0.00

657 549.00

451 689.00

0.00

0.00

Zomba City

0.00

0.00

759 691.00

759 691.00

0.00

0.00

Balaka Town

0.00

0.00

553 373.00

553 273.00

0.00

0.00

Dedza Town

0.00

0.00

569 884.00

569 880.00

0.00

0.00

Karonga Town
Kasungu
Town
Liwonde
Town

0.00

0.00

620 212.00

620 150.00

0.00

0.00

0.00

0.00

692 535.00

692 535.00

0.00

0.00

0.00

0.00

601 841.00

601 841.00

0.00

0.00

Luchenza
Mangochi
Town

0.00

0.00

565 966.00

656 966.00

0.00

0.00

0.00

0.00

657 129.00

657 129.00

0.00

0.00

Salima Town

0.00

0.00

565 623.00

565 623.00

0.00

0.00

1 455 058.00

3 394 543.00

3 280 053.00

2 517 150.00

2 505 592.00

DISTRICTS
Blantyre

1 393 567.00

Chikwawa

1 377 642.00

1 333 653.00

2 590 142.00

1 887 797.00

1 677 350.00

1 651 923.00

Chiradzulu

1 283 289.00

1 268 139.00

2 316 294.00

2 088 054.00

1 659 500.00

1 659 504.00

Chitipa

1 755 855.00

1 503 410.00

4 063 337.00

3 302 932.00

2 023 550.00

1 610 853.00

Dedza

1 006 372.00

942 100.00

2 827 228.00

2 573 144.00

1 635 050.00

1 636 743.00

Dowa

754 778.00

691 971.00

2 138 070.00

1 239 904.00

1 976 550.00

1 952 150.00

Karonga

1 632 017.00

1 628 437.00

3 443 968.00

3 386 336.00

4 371 280.00

4 367 080.00

Kasungu

754 778.00

748 038.00

3 545 342.00

3 494 483.00

2 124 350.00

2 104 050.00

Likoma

704 469.00

709 018.00

932 754.00

965 176.00

1 539 960.00

1 510 571.00

Lilongwe

3 703 941.00

1 649 308.00

4 995 393.00

2 397 515.00

2 231 700.00

1 157 840.00

Machinga

1 410 685.00

1 363 656.00

2 074 515.00

1 873 428.00

1 762 250.00

1 625 714.00

Mangochi

1 342 861.00

2 322 060.00

4 025 767.00

3 952 282.00

7 987 430.00

8 012 426.00

Mchinji

1 006 372.00

0.00

3 055 162.00

0.00

2 408 850.00

0.00

M'Mbelwa

1 410 337.00

1 510 336.00

4 729 116.00

4 611 521.00

3 059 050.00

3 059 051.00

Mulanje

1 398 482.00

1 380 339.00

2 471 531.00

2 385 735.00

2 242 750.00

2 168 304.00

Mwanza

1 353 052.00

1 353 048.00

1 982 691.00

1 947 986.00

1 742 200.00

1 617 405.00

Neno

1 372 222.00

1 341 855.00

3 396 239.00

2 585 907.00

1 712 300.00

1 579 011.00

Nkhatabay

1 397 195.00

1 397 195.00

3 905 852.00

3 905 852.00

4 412 840.00

4 412 480.00

Nkhotakota

1 006 372.00

925 347.00

3 061 974.00

2 805 006.00

4 484 660.00

3 274 609.00

Nsanje

1 313 223.00

1 312 808.00

4 294 762.00

4 294 464.00

3 542 420.00

3 541 826.00

Ntcheu

1 006 375.00

1 031 865.00

3 089 014.00

2 968 993.00

1 965 920.00

1 874 222.00

Ntchisi

1 006 372.00

1 006 372.00

2 625 718.00

2 350 119.00

2 049 300.00

1 946 000.00

Phalombe

1 351 471.00

1 351 471.00

2 223 775.00

1 484 890.00

1 619 400.00

1 619 400.00

692 906.00

627 674.00

4 375 936.00

3 684 758.00

1 671 500.00

1 674 280.00

Rumphi
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Salima

1 006 372.00

1 000 220.00

2 422 364.00

0.00

4 337 960.00

0.00

Thyolo

1 396 275.00

1 404 379.00

2 018 478.00

1 874 930.00

2 325 950.00

2 147 967.00

Zomba

471 275.00

468 230.00

2 322 142.00

2 324 632.00

3 596 410.00

Totals

34 308 555.00

31 725 987.00

90 311 499.00

74 955 861.00

72 677 630.00

2 324 632.00
61 033 633.00

LOCAL COUNCILS FINANCIAL YEAR 2010 – 2011
Water

Environment

Fisheries

Transfers

Expenditure

Transfers

Expenditure

Transfers

Expenditure

MK

MK

MK

MK

MK

MK

Blantyre City

0.00

0.00

705 229.00

0.00

0.00

0.00

Lilongwe City

0.00

0.00

701 542.00

707 125.00

0.00

0.00

Mzuzu City

0.00

0.00

522 343.00

522 272.00

0.00

0.00

Zomba City
Luchenza
Town

0.00

0.00

630 612.00

564 811.00

0.00

0.00

0.00

0.00

684 660.00

848 50.00

0.00

0.00

Kasungu Town

0.00

0.00

721 462.00

602 414.00

0.00

0.00

Blantyre

1 132 373.00

1 006 884.00

2 764 053.00

3 153 108.00

2 024 305.00

2 212 146.00

Chikwawa

1 207 230.00

1 164 965.00

2 234 890.00

2 114 443.00

1 454 732.00

1 423 808.00

Chiradzulu

1 043 251.00

1 136 954.00

1 879 666.00

1 605 629.00

1 334 578.00

1 570 092.00

Chitipa

1 538 659.00

0.00

3 534 051.00

0.00

1 754 984.00

0.00

881 885.00

881 775.00

3 011 703.00

2 750 489.00

1 444 622.00

1 445 442.00

DISTRICTS

Dedza
Dowa

621 414.00

0.00

1 850 796.00

0.00

1 708 384.00

0.00

Karonga

1 430 140.00

1 550 897.00

3 073 158.00

3 170 233.00

3 791 124.00

4 130 276.00

Kasungu

661 414.00

610 556.00

2 733 050.00

3 075 772.00

1 698 339.00

625 904.00

620 944.00

1 842 406.00
824
499.00

840 522.00

1 324 026.00

688 947.00

Lilongwe

3 245 768.00

3 164 293.00

4 431 622.00

4 591 577.00

1 935 508.00

2 026 400.00

Machinga

1 236 186.00

1 348 566.00

2 436 428.00

2 402 120.00

1 303 431.00

1 454 393.00

Mangochi

1 091 169.00

1 093 818.00

3 048 379.00

3 048 073.00

6 423 532.00

6 423 533.00

861 841.00

861 476.00

2 595 514.00

2 590 351.00

2 041 668.00

2 042 045.00

M'Mbelwa

1 235 881.00

990 821.00

4 162 686.00

3 507 749.00

2 653 053.00

1 950 651.00

Mulanje

1 136 367.00

1 133 762.00

1 994 475.00

1 994 504.00

1 803 631.00

1 803 555.00

Mwanza

1 235 648.00

1 019 189.00

1 729 664.00

1 546 244.00

1 436 137.00

1 382 633.00

Neno

1 115 027.00

1 114 979.00

2 714 234.00

2 714 185.00

1 377 042.00

1 358 284.00

Nkhatabay

1 224 365.00

1 335 670.00

3 374 641.00

3 681 426.00

3 826 855.00

4 174 751.00

892 751.00

-

2 703 788.00

1 500 000.00

3 952 340.00

-

Nsanje

1 215 530.00

1 268 282.00

3 765 540.00

4 883 136.00

2 926 806.00

3 679 880.00

Ntcheu

881 889.00

822 037.00

2 706 580.00

2 457 185.00

1 705 003.00

1 603 421.00

Ntchisi

842 601.00

858 635.00

2 212 465.00

2 146 099.00

1 698 145.00

1 756 411.00

1 132 618.00

1 119 029.00

1 838 695.00

1 840 000.00

1 343 187.00

1 309 253.00

607 196.00

682 547.00

3 789 877.00

3 684 390.00

1 449 658.00

1 745 526.00

Likoma

Mchinji

Nkhotakota

Phalombe
Rumphi
Salima

865 049.00

867 513.00

2 147 150.00

2 147 064.00

3 690 402.00

3 689 627.00

Thyolo

1 134 573.00

1 038 252.00

1 639 642.00

1 600 534.00

1 870 541.00

1 651 576.00
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Zomba

412 981.00

Totals

29 509 710.00

412 952.00

2 038 380.00

2 037 644.00

3 119 094.00

3 119 173.00

26 104 796.00

74 310 830.00

67 221 227.00

62 468 560.00

54 340 162.00

LOCAL COUNCILS FINANCIAL YEAR 2011 - 2012
Water

Environment

Fisheries

Transfers

Expenditure

Transfers

Expenditure

Transfers

Expenditure

MK

MK

MK

MK

MK

MK

Blantyre City

0.00

0.00

815 168.00

359 400.00

0.00

0.00

Lilongwe City

0.00

0.00

886 845.00

886 845.00

0.00

0.00

Mzuzu City

0.00

0.00

648 566.00

648 566.00

0.00

0.00

Zomba City
Luchenza
Town

0.00

0.00

731 238.00

731 238.00

0.00

0.00

0.00

0.00

601 230.00

601 230.00

0.00

0.00

Kasungu Town

0.00

0.00

667 757.00

667 757.00

0.00

0.00

DISTRICTS
Blantyre

1 322 325.00

1 269 406.00

3 127 006.00

3 215 554.00

2 218 846.00

2 232 588.00

Chikwawa

1 255 348.00

1 195 354.00

2 373 743.00

1 837 343.00

1 494 777.00

1 319 180.00

Chiradzulu

1 149 792.00

1 029 339.00

2 163 510.00

2 101 621.00

1 440 692.00

1 393 301.00

Chitipa

1 575 050.00

Dedza
Dowa

935 270.00

-

3 780 193.00

-

1 684 978.00

-

931 916.00

3 095 782.00

2 815 524.00

1 509 723.00

1 509 499.00

685 265.00

684 416.00

1 986 935.00

1 986 940.00

1 758 083.00

1 758 084.00

Karonga

1 482 144.00

1 436 420.00

3 203 435.00

3 112 233.00

3 928 982.00

3 921 890.00

Kasungu

681 983.00

681 982.00

3 234 665.00

3 023 127.00

1 921 681.00

1 921 678.00

Likoma

630 059.00

684 400.00

864 808.00

510 451.00

1 384 142.00

1 194 741.00

Lilongwe

3 351 388.00

3 490 048.00

4 695 042.00

4 442 826.00

1 944 314.00

2 080 626.00

Machinga

1 289 686.00

1 223 885.00

2 530 987.00

2 409 013.00

1 594 131.00

1 541 477.00

Mangochi

1 215 860.00

1 213 860.00

2 799 430.00

3 027 733.00

7 175 869.00

7 175 869.00

907 625.00

628 261.00

2 800 415.00

2 376 688.00

2 148 880.00

1 938 996.00

M'Mbelwa

1 276 103.00

431 964.00

4 355 608.00

1 365 320.00

2 739 397.00

1 645 600.00

Mulanje

1 270 056.00

1 112 335.00

2 298 562.00

2 158 793.00

2 015 822.00

2 046 626.00

Mwanza

1 228 797.00

1 228 795.00

1 837 700.00

1 836 176.00

156 591.00

1 571 717.00

Neno

1 246 203.00

1 194 533.00

3 148 566.00

2 838 167.00

1 539 045.00

1 579 696.00

Nkhatabay

1 268 937.00

1 161 846.00

3 663 497.00

3 484 156.00

3 969 088.00

3 631 896.00

913 951.00

817 438.00

2 822 601.00

2 725 341.00

4 030 890.00

3 917 057.00

Nsanje

1 192 626.00

1 188 936.00

3 986 426.00

4 142 565.00

3 185 239.00

2 766 442.00

Ntcheu

915 215.00

915 296.00

2 881 714.00

2 466 128.00

1 752 015.00

1 751 572.00

Ntchisi

948 682.00

907 465.00

2 501 319.00

1 825 014.00

1 836 169.00

1 747 755.00

Mchinji

Nkhotakota

Phalombe

1 206 319.00

1 187 463.00

2 040 810.00

1 844 572.00

1 453 299.00

1 357 334.00

Rumphi

628 313.00

684 707.00

4 199 380.00

4 199 380.00

1 622 919.00

1 622 919.00

Salima

895 889.00

983 404.00

2 288 393.00

2 544 518.00

3 786 706.00

3 734 321.00

Thyolo

1 297 450.00

1 194 060.00

1 881 662.00

1 808 068.00

2 070 396.00

1 772 001.00

Zomba

431 830.00

432 136.00

2 159 655.00

2 066 211.00

3 235 947.00

3 225 186.00

Totals

31 202 166.00

27 909 665.00

81 072 648.00

70 058 498.00
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Annex 3: Terms of Reference

TERMS OF REFERENCE
Request for Proposal
Joint Public Expenditure Review of Malawi’s Environment, Climate Change
and Disaster Risk Management Sectors.
1. BACKGROUND
Government of Malawi, with support from United Nations Development Programme
(UNDP) and United Nations Environment Programme (UNEP) through National
Climate Change Programme (NCCP) and Poverty and Environment Initiative (PEI),
aims to enhance the contribution of sound environmental management to poverty
reduction, sustainable economic growth and achievement of the Millennium
Development Goals. Led by the Ministry of Finance (MoF) in collaboration with
Ministry of Environment and Climate Change Management (MoECCM) and the
Department of Disaster Management Affairs (DoDMA), the intended outcome for
the Malawi PEI and NCCP is the integration of environment and climate change into
national policy and district planning, policy and budget process in the
implementation of District Development Plans, and the country’s Mid Term Plan, the
Malawi Growth and Development Strategy II (MGDS II, 2011 – 2016) towards the
realization of the development blueprint – the Vision 2020.
There are number of different Economic Instruments which can be utilized by the
Government to influence the understanding and behavior towards the ERNM, CC
and DRM sectors in Malawi. These include the Public Expenditure Reviews (PERs)
that involve the analysis of allocation and management of public expenditures and
may cover all government expenditure of focus on a few priority sectors such as
agriculture, water, land infrastructure, etc.
Information gleaned from PERs is used to provide key guidance to strategic planning
and budget preparation and to identify ways in which to improve the efficiency and
effectiveness of resource allocations. Increasingly, PER processes are applied to
expenditure management systems and institutions, since institutional framework,
organizational capacity, and everyday expenditure management practice of
government determines the allocation and management of public expenditures.
One of the key areas of this undertaking is to analyse the budgetary process and
ensure that budget allocation is guided by key sector priorities identified through a
participatory process that draws consensus from pertinent stakeholders. Budget
allocation will, in a significant measure, be influenced by public expenditure review
(PER) which provides an independent assessment of the adequacy, appropriateness
and effectiveness of spending on the ENRM, CC and DRM sectors as well as
addressing these sectors’ issues in other sectors such as Agriculture, Health, Energy
and Industry. This will then inform any future revisions of sector plans, the
preparation of the sector Medium Term Expenditure Framework (MTEF) / budgets
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and the accounting and auditing functions within MoECCM, DoDMA, MoEM,
MoAFS, and many more.
The expenditure analysis and recommendations are intended to demonstrate how
GoM and donor resources are currently used, and to recommend how to improve
resource utilization for realization of the MDGs, MGDS II, Vision 2020 and overall
sustainable development. The exercise will serve as a tool to enable MoF,
MoECCM, DoDMA, MEPD and other related Government institutions to improve
prioritization, efficiency and effectiveness of all public resources in support of these
sectors. Information from PERs may also be used as baseline for development
programmes.
2. OBJECTIVE
The objective of this exercise is to conduct a PER which will help to jointly evaluate
the appropriateness in the use of funds and investments in the environment and
natural resources management (ENRM), climate change (CC) and disaster risk
management (DRM) sectors.
The PER will provide a baseline for future trend analysis in budget allocation and
execution and effectively monitor progress on the contribution of these sectors
towards sustainable development, the achievement of MDGs targets and Vision
2020.
Trends and issues to be analyzed will follow the major standard PER themes of
public expenditure trends, public expenditure composition, efficiency of public
spending, poverty targeting of expenditure and public expenditure management.
The review should be extensive and cover the period 2006-2012.
It is against this background that MoF through PEI and NCCP is looking for a
qualification firm or team of consultants comprising nationals and
internationals to undertake the activities outlined below.
3. SCOPE OF WORK
3.1 The firm or team of consultants will report directly to the directorate of
Economic Affairs in the Ministry of Finance and will be supported by the PEI
and NCCP teams during the period of this assignment.
3.2 Responsibilities:
3.2.1 The PER should cover public expenditure for the ENRM, CC and DRM
sectors on an annual basis for the period 2006-2012. This encompasses
all spending by central government institutions, and all local
administration expenditure at Regional, District and Local Authority
levels on these sectors. To the extent possible, the PER should include
economic analysis of the impact of investments in promoting sustainable
environment, climate change management and disaster risk management
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on human wellbeing at household level and the overall contribution to
national revenue.
The following broad areas should be explored in the PER
3.3 Analysis of Past Trends (2006-2012);
3.3.1 Overview of allocations and trends in public expenditure from all
(domestic and external revenue) captured in the national budget;
3.3.2 Analysis of the trends in priority given to the ENRM, CC and DRM
sectors within the overall national budget and comment on intra-sectoral
allocations within the sectors.
3.3.3 Analyse the effectiveness of expenditure allocation, disbursement and
execution;
3.3.4 Outline reasons for any differences between approved budgets vs actual
disbursements and expenditures. Explain implications in linkage to
policy objectives.
3.3.5 Analyse input mix (including recurrent vs capital, salary vs non-salary,
balance between management overheads and service delivery
expenditure);
3.3.6 Evaluate performance of Malawi in relation to regional and international
benchmarks. Cross country comparison should be made wherever
possible throughout the report. Identify lessons from international best
practice;
3.3.7 Evaluate marginal social benefits vs marginal social costs on environment
and natural resources, climate change and disaster risk management
interventions in Malawi where possible;
3.3.8 Provide thorough and clear commentary and analysis on moves taken
towards de-centralisation of funds;
3.3.9 Analyse and comment on allocations at local government level. Evaluate
current allocation mechanisms and formulas for de-centralised
expenditures and provide suggestions on how this could be improved
using available data;
3.3.10 Provide a commentary on the progress and trends of government
spending of ENRM, CC and DRM;
3.3.11 Provide a clear analysis of the role of established parastatals (autonomous
and semi-autonomous government agencies) in the financing mechanisms
as well as budget allocation and execution for environment and climate
change management. Evaluate efficiency of fund allocation with regard
to the agencies and whether establishments have had a value added to
these sectors in terms of financing and execution;
3.3.12 Analyze the level of involvement of sectors key to these sectors such as
those in the rural cluster in terms of how they have been monitoring
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budget allocation and execution for their activities and to what extent this
has impacted on the sector objectives. What kind of monitoring tools
have been used and what trends have been observed. Discuss lessons that
have been gleaned from countries with similar challenges to inform PER
process in Malawi;
3.4 Forward-Looking Analysis and recommendations
3.4.1 Highlight areas for efficiency savings. Compare current and projected
unit costs to other developing and Sub Sahara African countries. Identify
possible areas for cost savings and improvement in efficiency with
reference to best practice surveyed in other developing countries.
3.4.2 Identify implications of Government decentralization process for ENRM,
CC and DRM sectors. Provide recommendations on pathy way for future
decentralization of funds;
3.4.3 Identify key recommendations in improving public financial management
and draft an action plan relating to the requirements for the line
ministries. This should be provided in the form of a matric of issues and
suggested responsibilities;
4. METHODOLOGY
During the assignment, the firm or team of consultants shall come up with an
appropriate methodology to be used.
5. DELIVERABLES
During the Assignment, the firm or team of consultants will deliver:
5.1 An inception report after five (5) working days
5.2 Draft PER to be discussed with stakeholders in Workshop and through other
consultations, latest 2 months after commencing the assignment;
5.3 Final and approved Public Expenditure Report at the end of the assignment,
maximum 4 months after commencing the assignment. This should include:
5.3.1 Summary report: the consultant is also required to produce a clear and
well written at least five page summary bringing out the main findings
and recommendations from report; and
5.3.2 PER Training and Reference Manual: A user friendly training and
operational (reference) manual including tools (checklists, formats, etc.)
that will guide government staff and development partners to conduct
PER targeting the budget allocation to environment and natural resources,
climate change and disaster risk management;
6. QUALIFICATIONS
Candidates from the firm or team of consultants must demonstrate the
following qualifications and experience:
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6.1 Team Leader
6.1.1 At least Master degree in a relevant field such as Development
Economics, Environmental Economics, Public Finance Management and
any other related fields from a recognized University.
6.1.2 Minimum of five (5) years’ work experience in related fields such as
public Finance Management, Poverty Reduction, Monitoring and
Evaluation and strategic planning;
6.1.3 Significant experience in budgetary and PER processes and review and
proven record in informing and influencing such processes;
6.1.4 Proven understanding of ongoing processes such as national development
strategies, public budgeting process, and District Development Planning
System (DDPS)
6.1.5 Minimum of three years’ work experience in poverty focused data
analysis and management; Minimum of three (3) years’ work experience
in institutional coordination and harmonization;
6.1.6 Experience in environment, climate change and disaster risk management
related field will be an added advantage; and
6.1.7 Fluency in English
6.2 Team Members
The team composition should have a mixture of members with:
6.2.1 At least Master’s degree in a relevant field such as Development
Economics, Environmental Economics, Public Finance Management,
Environmental Science, Natural Resources Management, Disaster Risk
Management and any other related fields from a recognized University;
6.2.2 Minimum of three (3) years’ work experience in related fields such as
Disaster Risk Management, Poverty Reduction, Monitoring and
Evaluation, strategic planning, poverty focused data analysis and
management;
6.2.3 Minimum of three (3) years’ work experience in institutional coordination
and harmonization
6.2.4 Fluency in English and functional use of Chichewa
6.3 Competency and Skills
6.3.1

6.3.2

Strong interpersonal skills with ability to work under pressure and to
establish and maintain effective work relationships with people of
different backgrounds;
Ability to take initiative and to work independently, as well as part of a
team;
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6.3.3
6.3.4
6.3.5
6.3.6
6.3.7

Proven capacity to organize and facilitate workshops and meetings;
Ready to travel extensively in rural areas and districts;
Organizational skills and adherence to deadlines;
Excellent communication and reporting skills, with ability to express
ideas clearly, concisely and effectively, both orally and in writing;
Computer literacy in full Microsoft Office Package and web browser
capability;

7. OTHER CONSIDERATIONS
The successful firm or team of consultants shall start the assignment as soon as
possible following the completion of the selection process.
Submissions shall be acceptable from firms or teams of consultants composed of
Nationals and Internationals only.
The work is for 60 man days spread within four months.
8. SUBMISSIONS
Qualified Consultants are invited to submit their clearly marked ‘Joint Public
Expenditure Review of Malawi’s Environment, Climate Change and Disaster Risk
Management Sectors’ (containing both technical and financial proposals in separate
envelopes) by 2 April 2013, 14:00 hours, local time, in the tender box at the
Reception, addressed to:
The Chairman
Internal Procurement Committee
Ministry of Finance,
P.O. Box 30049
Capital City, Lilongwe 3,
Malawi
Attention: Mrs Roslyn Mwenye
E- mail address: finance@finance.gov.mw
Telephone:
01 789355
Please note that submissions should be made in person or by mail. Submissions by
e-mail or facsimile WILL NOT BE ACCEPTED. Opening of the bids will be
done on 2 April 2013, at 14:00 hours, local time in the Ministry of Finance Main
Conference Room.
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Ministry of Finance, Approved Estimates of Expenditure on Recurrent and
Capital Budget for the Financial Year 2008/09 (Output Based)
Ministry of Finance, Approved Estimates of Expenditure on Recurrent on and
Capital Budget for the financial year 2008/09, (Detailed Estimates), Volume IV,
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Ministry of Finance, Approved Estimates of Expenditure on Recurrent and
Capital Budget for the Financial Year 2008/09 (Detailed Estimates), Volume
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Capital Budget for the Financial Year 2008/09, (Detailed Estimates), Volume V,
(Vote 190)
Ministry of Finance, Approved Estimates of Expenditure on Recurrent and
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Capital Budget for the Financial Year 2010/11 (Detailed Estimates), Vol. 3 (Vote
190 – 250) (330, 341 – 343) (370 – 420, 470 – 471)
Ministry of Finance, Approved Estimates of Expenditure on Recurrent and
Capital Budget for the Financial Year 2010/11, (Detailed Estimates), Vol. 3 (Vote
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2010/11.
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(2004)
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August 2010
Republic of Malawi – European Community, Country Strategy Paper and
National Indication Programme for the Period 2008/13
UNDP – UNEP, Final Draft Report Institutional mapping for Malawi, PovertyEnvironment Initiative (PEI), August 2008
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UNDP – UNEP, Malawi Poverty and Environment Initiative (PEI) Phase 1
January 2009 – June 2011, Poverty-environment Initiative
UNDP Malawi, Annual Report 2011.
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