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NATIONAL ANTHEM

O God bless our land of Malawi,
Keep it a land of peace.

Put down each and every enemy,
Hunger, disease, envy.

Join together all our hearts as one,
That we be free from fear.

Bless our leader, each and every one,
And Mother Malawi.

Our own Malawi, this land so fair,

Fertile and brave and free.

With its lakes, refreshing mountain air,
How greatly blest are we.

Hills and valleys, soil so rich-and rare,
Give us a bounty free.

Wood and forest, plains so broad and fair,
All-beauteous Malawi.

Freedom ever, let us all unite

To build up Malawi.

With our love, our zeal and loyalty,
Bringing our best to her.

In time of war, or in time of peace,
One purpose and one goal.

Men and women serving selflessly
In"building Malawi.
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FOREWORD

The third Malawi Growth and Development Strategy (MGDS lll) has been formulated following the
expiry of its predecessor strategy, MGDS I, in June 2016. The strategy has been prepared at a time
when Malawi has been experiencing multiple shocks including floods, drought and financial crises.
While food production improved in 2017, the cycle of food deficit and surplus has kept the country
preoccupied with fighting disasters instead of pursuing its development agenda. Itis for this reason
that the theme of the MGDS Il is “Building a Productive, Competitive and Resilient Nation". With this
theme, the Government of Malawi undertakes to support Malawi's development into a productive
nation competing on the global stage while ensuring that the nation builds systems that deal with
natural shocks and disasters.

MGDS Il reflects the fact that Malawi is a member of the international community and as such is a
signatory to a number of protocols. Among the commitments highlighted in this strategy is Malawi's
obligation to implement the Sustainable Development Goals (SDGs), a global agenda for inclusive and
equitable growth succeeding the Millennium Development Goals (MDGs), and the African Union
Agenda 2063, the long term pan-African vision. The MGDS Il shows how these international agendas
will be operationalized at the national level. In thisregard, my Government will stand committed to the
development of the country so that we can achieve the aspirations of Vision 2020.

The current strategy has departed from the formulation of multiple thematic areas by organizing itself
around Key Priority Areas (KPAs). The five KPAs presented in this strategy have been chosen on the
basis of their alignment to the SDGs, the AU Agenda 2063 and Malawi's economic and development
needs. As such, MGDS Il is designed to spur growth and remove barriers to development. For the next
five years, the KPAs shall be: i) Agriculture, Water Development and Climate Change Management; ii)
Education and Skills Development; iii) Energy, Industry and Tourism Development; iv) Transport and
ICT Infrastructure; and v) Health and Population.

My government will lead the implementation of this strategy and will facilitate private sector and other
stakeholder participation. In this regard, | appeal to citizens of Malawi, Civil Society Organizations,
development partners and the international community for the same cooperation that prevailed
duringtheimplementation of MGDS II. Itis my hope that all stakeholders will rally around this strategy
and align their plans and programmes accordingly.

May God bless Malawi.

Wbt e

Prof. Arthur Peter Mutharika
President of the Republic of Malawi
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PREFACE

The third Malawi Growth and Development Strategy (MGDS )
will be implemented from 2017 to 2022. Itis the fourth medium-
term national development strategy aligned to the country's
long-term development aspirations which are articulated in
Vision 2020. The previous development strategies that were
developed to implement Vision 2020 were the Malawi Poverty
Reduction Strategy Paper (MPRSP), the Malawi Growth and
Development Strategy (MGDS) | and Il. The MGDS Il is the final
strategy that will take Malawi to the realization of Vision 2020.

Unlike its immediate predecessor, MGDS Il is built around a
theme that aims to improve productivity, turn the country into a
competitive nation and develop resilience to shocks and
hazards. The MGDS lll also consolidates the efforts that Malawi is undertaking to reposition herself as
aglobalplayer.

The current strategy is the outcome of a year-long process of consultations, brainstorming, and
validation meetings with stakeholders in and outside government. | am confident that the collective
effort which prevailed during its formulation will continue during its implementation. While the
national budget will be the main implementation tool for this strategy, | would like to call upon all
development players such as the private sector and non-governmental organizations (NGOs) to take
part in the implementation of the strategy. It is my hope that all stakeholders will align their
programmes and activities to this strategy so that together we can build a productive, competitive and
resilient nation.

God bless usall.

/
Goodall E. Gondwe

Minister of Finance, Economic Planning and Development
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EXECUTIVE SUMMARY

Introduction and Background

The Malawi Growth and Development Strategy (MGDS) Il is the medium-term strategy designed to
contribute to Malawi's long-term development aspirations. The strategy covers a period of five years,
from 2017102022, andis asuccessor to the MGDS Il, whichwas implemented between 2011 and 2016.
The objective of the strategy is to move Malawi to a productive, competitive and resilient nation
through sustainable agriculture and economic growth, energy, industrial and infrastructure
development while addressing water, climate change, environmental management and population
challenges.

The strategy realises that Malawi's population is youthful with approximately half (46 percent) below
the age of 15, and up to 73 percent below the age of 30 years. This youth bulge affects the economy in
various ways. At the micro level, large numbers of young people are associated with high dependency
and decreased resources to invest in their development. At the macro level, high rates of population
growth puts pressure on government resources and hinder investment in both human and physical
capital formation, and resultin unsustainable use of natural resources. Consequently, the capacity for
service provision and land use planning is stretched, physical resources and infrastructure are always
in short supply and vulnerable to degradation. While acknowledging the foregoing, the youth bulge
canalso produce ademographicdividend; an uptick in productivity and economic growth as a result of
the energy and creativity of a disproportionately large youth population. With strategic investments in
human capital, Malawi's large youth population can accelerate the development of the country.

The MGDS Il is aligned to Malawi's international, continental and regional obligations, such as the
2030 Agenda on Sustainable Development Goals (SDGs), the African Union Agenda 2063, the Istanbul
Programme of Action (IPoA), the Vienna Programme of Action (VPoA), the Southern African
Development Community Regional Indicative Strategic Development Plan (SADC RISDP) and the
Common Market for Eastern and Southern Africa (COMESA) Treaty. The Key Priority Areas (KPAs) have
directlinks to these commitments, providing a strong basis for the MGDS Il as an implementation tool
for the SDGs and the other international agendas in the medium term. Since vision 2020 expires in
three years time, Malawi will soon embark on the drafting of the next long term development strategy,
which will succeed Vision 2020. As MGDS 11l will still be in operation during the next long term
Development Strategy, it will endeavour to incorporate some of the thinking that will guide next vision
2050.

Macroeconomic Framework

In order to successfully implement the MGDS llI, the attainment of a sound macroeconomic
framework is important. The strategy is therefore premised on the fact that Malawi will have to
generate sufficient domestic resources to support the implementation of MGDS Ill. Consequently, the
strategy assumes single-digit inflation throughout the implementation period of 2017-2022,
accompanied by an average growth rate of atleast 7 percent.

The strategy also relies on the following projections: that total revenue and grants will average 28
percent of the Gross Domestic Product (GDP) during the implementation period; total revenue is
projected to average 23.8 percent of GDP over the implementation period of the MGDS lII; and total
government expenditure will average approximately 30 percent of GDP, the overall fiscal balance is,
therefore, expected to average -1.98 of GDP. The fiscal overruns are premised on the fact that the
macroeconomic framework recommends an up-scaling of investment by an additional $1.2 billion
during the implementation period. This should translate into growth in the medium-term and lay the
foundation for sustainable growth.
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MGDS [l Key Priority Areas

The MGDS lll emphasizes the need to invest simultaneously in areas that can spur growth through the
linkages they have with the other sectors of the economy. The strategy identifies five Key Priority
Areas: (i) Agriculture, Water Development and Climate Change Management; (ii) Education and Skills
Development; (iii) Transport and ICT infrastructure; (iv) Energy, Industry and Tourism Development
and (v) Health and Population. These priority areas were arrived at using the integrated Sustainable
Development Goals (iSDG) Model and the MalawiMod as well as a comprehensive review of literature
and stakeholder consultations across the country. Through these KPAs, the strategy has maintained a
balance between economic, social and environmental considerations. Thus, progress in the KPAs will
have a multiplier effect benefitting Malawi's economy, society and environment in an integrated
fashion.

The MGDS 1l has identified a few flagship projects that address the goals of the KPAs. The small
number of flagship projects ensure that resources will be sufficient to execute them successfully. The
flagship projects are designed to unlock the potential of each KPA by addressing the constraints to
growth.

For successful implementation of MGDS Ill, cross-cutting areas have been mainstreamed into the
KPAs. These include gender balance; youth development; empowerment of persons with disability;
management of HIV and AIDS and nutrition; environmental management; disaster risk reduction and
resilience building; peace, security and good governance. By integrating them within KPAs, the MGDS
lll ensures that no one is left behind as the country implements this medium-term development
strategy between 2017-2022.

|. Agriculture, Water Development and Climate Change Management

Agriculture is the mainstay of the economy, contributing close to a third of the country's GDP and
employing the majority of the labour force. It is a sector that can significantly support industrial
development. However, its potential is hampered by dependency on rain-fed agriculture with its
attendant challenges stemming from climate change and poor water management. In addition, there
are other challenges such as post-harvest losses, lack of agriculture diversification, small size of
landholding, land degradation and lack of investment in research, extension and underdeveloped
market systems.

Investment in climate change adaptation has been found to have the largest multiplier effect on
poverty alleviation, education, health, agriculture and water development, economic growth,
urbanization and governance. Recognizingthis, a number of strategies have been proposed including
adaptation and mitigation of climate change impacts. Adaptation will protect against the effects of
climate change, thereby reducing vulnerability of communities and ecosystems. On the other hand,
mitigation avoids escalation of the risk of climate change by reducing further release of Green House
Gases (GHGs) and by sequestration of GHGs from the atmosphere. Both adaptation and mitigation
supportthe agriculture sector, as well as other sectors.

While addressing the challenges in agriculture, other areas such as environment, forestry, water
resources, parks and wildlife, women and youth productivity, health, education, energy, industrial
production and transportation will also be leveraged. This is in recognition of the fact that efforts to
improve agricultural productivity and sustainability will not yield meaningful results unless water
resource management and transportation infrastructure which enhances rural access are improved.
This priority area will contribute to higher productivity and resilience.

XVii
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Il. Education and Skills Development |!!|'

Education is key for socio-economic development and industrial growth as it facilitates skills
development. Education and skills development empower all Malawians, including women, the youth
and persons with disabilities. Therefore, a long-term investment in this area is critical for human
capital development. An educated and skilled population will help Malawi achieve accelerated
economic growth and attainment of the SDGs. Malawi needs to improve the transition rate from
primary to secondary and from secondary to tertiary level if it is to create a labour force that can
meaningfully contribute to the development of the country.

Malawi's population is estimated at 17.2 million and 20.4% of the population is unemployed. This is
untapped human capital, which, if fully engaged, would contribute to the socio-economic
development of the country. The youth who complete secondary education and do not proceed to
higher education remain unemployed due to lack of necessary skills for the job market. This skills gap
needs to be addressed in order for Malawi is to harness its labour force for meaningful development.
To do so, the education system needs to take a life-cycle approach and include entrepreneurship and
vocational skills development.

The MGDS Ill therefore focuses on improved access and equity at all levels of the education system,
including improved quality Early Childhood Development, primary, secondary and tertiary education
and improved governance and management of education. For skills development, MGDS Il focuses
on improved access and equity in skills development training, quality of labour force and enhanced
workforce capacities and supportive systems. Particular attention will be paid to girl's education and
women empowerment.

Ay
lll. Energy, Industry and Tourism Development 3@:— &

-,
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A well-developed energy sector can improve service delivery and increase outputs in industries such
as manufacturing, trade, tourism and other services. Access to clean, reliable, reasonably-priced and
sustainable energy supply is, therefore, central to maintaining and improving the living standards of
people. It enables communities to power homes, schools, health facilities and engage in productive
activities and businesses.

Malawi is relatively well endowed with a wide range of energy sources, including coal, fuel wood, solar,
hydro and wind. While biomass is the major source of energy (89%), electricity contributes a meagre
3% to the national grid. This implies that alternative sources of energy such as solar and wind have
received scanty attention and need to be more fully exploited.

Industrialization and structural transformation of the economy are essential to maintain the rapid
long-term national economic growth. This is needed to raise per capita income, create decent and
sufficient rural and urban jobs as well as viable entrepreneurship opportunities for both men and
women, widen the tax base to finance Malawi's welfare requirements and address an unsustainable
trade deficit. Attention will also be placed on mining exploration, extraction and regulation to unleash
the sector's potential and empower the rural masses who live around mining sites.

Another area that holds a lot of potential to transform Malawi is Tourism. Currently, the sector is not
contributing significantly to the GDP as evidenced by a meager 7% contribution and 6.2% of total
employment in 2016. Being a labor-intensive industry, Tourism has the potential to absorb many
unemployed youths and revitalize local economies. As a service sector, Tourism currently employs
relatively more women, usually in low-skilled and low-paying jobs. Training for women in the tourism
sector will enable more women to be employed in higher-paying jobs.
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The MGDS lll focuses on improved access to reliable and sustainable energy supply and investment in
affordable alternative sources of energy. The strategy emphasizes enhanced use of renewable and
clean energy in the underserved rural and urban communities. With respect to industrialization,
MGDS III prioritizes improving the environment for investment and private sector development,
increasing production and export of manufactured products and enhancing production and
management of non-renewable resources. With regard to the tourism industry, the emphasis is on
investments in tourism infrastructure, improving the quality of tourism products and services, and the
conservation and management of cultural heritage resources and the environment.

IV. Transport and ICT Infrastructure QR

Transportand ICT are pivotal to accelerating growth of other sectors and acting as enablers for poverty
reduction and wealth creation. Access to safe, affordable and sustainable transport and ICT is critical
to enhancing the economic competitiveness of any country. Efficient transport systems are associated
with economic and social benefits that resultin multiplier effects such as improving access to markets,
generating employment and enhancing investments. ICT forms the backbone of the modern business
activity, productivity, trade and social advancement. When pursued together, Transport and ICT rely
on each other with Intelligent Transportation System (ITS) requiring the use of ICT for effective and
efficient outcomes and in return the transport network supports ICT activities. The 2017 Global
Competitiveness report ranks Malawi's infrastructure extremely low, at 135 out of 138 economies,
significantly below other SADC countries.

For Malawi, high costs and limited access to reliable transport and ICT infrastructure impede
economic growth. High transport costs result from the country's landlocked position and poor
transport infrastructure. Although Malawi has a multi-modal system consisting of roads, rail, air and
inland water transport, emphasis has been placed on road transport at the expense of other modes.
Rapid population growth has undermined progress made towards road infrastructure development.
A conducive environment needs to be created for investments in infrastructure with greater
concentration on a multi-modal system of Transport and ICT infrastructure development.

The MGDS Ill, therefore, places emphasis on reduced travel time and costs for persons and goods,
improved transport reliability, levels of service and efficiency. Enhancing access to local and
international markets as well as to social and public services is also a priority. The strategy emphasizes
reduced accidents and their human and economic costs. Increased private sector investment in the
operation and management of transport infrastructure will be needed to achieve these outcomes. In
the case of ICT, the strategy focuses on increased access to information and communications services;
providing a well-developed ICT broadband infrastructure service, increasing the number of ICT-skilled
and industry-ready workforce in public and private sector institutions and improving efficiency in
postal services.

V. Health and Population 4/\,\/.

Improving health outcomes is a prerequisite for increased national productivity, accelerated
economic growth and poverty reduction. In addition, health has significant effects on other elements
of development including Education, Agriculture, and Industry. Climate change and environmental
degradation have serious implications on health, including on the spread or resurgence of diseases.

On the other hand, population size, structure and distribution have strong linkages with social and
economic development. Rapid population growth and increased densities can cause environmental
setbacks due to expansion of agriculture, settlements and other livelihood activities. Ultimately, this
leads to increased vulnerability, especially among women, children, persons with disability and other
groups impacted by natural disasters such as floods, drought and epidemics. Proper population
planning and management improves access to quality basic services and amenities; enhances
economicvariables; and reduces environmental damage.

XiX
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The MGDS lll therefore focuses on effective health sector planning at all levels with improved access to
equitable health services. It aims to improve the quality of health services, patient safety and people-
centred services. MGDS Ill recognizes the importance of improved domestic financing for health so
that human resources for health can be retained. Inthe area of disease control, MGDS Il focuses on
reduced incidence and prevalence of diseases, reduced morbidity and mortality arising from
malnutrition, and improved hygienic and sanitation practices.

Slowing down the rate of population growth is imperative if Malawi is to effectively manage natural
resources and develop human capital. MGDS l1lI therefore focuses on effective population and
development planning at all levels and increased awareness on the interplay between population and
development dynamics. This KPA contributes to building the productive capacity and resilience of
Malawians.

Other Development Areas

While emphasis has been placed on the KPAs, attention will also be paid to other development areas
that are essential complements to the KPAs. In thisregard, the other development areas are: financial
services; vulnerability, disaster risk management and social support; gender, youth development,
persons with disability and social welfare; human settlement and physical planning; environmental
sustainability; HIV/AIDS management; nutrition; and peace and security.

Over the next five years, Government will continue to implement key interventions in these areas in
order to give maximum support to the five KPAs. Effective governance can improve management of
resources, leading to more effective implementation of the chosen interventions, better service
delivery, and, ultimately, better outcomes. Good governance is, therefore, the backbone for an
efficientand effective publicsector and isthe anchor for this strategy.

Implementation Framework

The MGDS Il has been developed through a process that allows all stakeholders to participate in the
development of the country. Its implementation will, therefore, also involve all stakeholders, including
the three arms of Government: the Executive, Parliament, and Judiciary; and civil society and Faith
Based Organizations (FBOs); private sector and the general public. Government will lead the
implementation process through technical coordination and its consolidated national budget. It is
expected that all stakeholders including the private sector, civil society organisations (CSOs),
development and co-operating partners will continue to align their activities and support to the MGDS
.

The institution responsible for national planning and development, the National Planning
Commission (NPC), will facilitate and ensure that all MDAs align their sectoral plans, activities and
budgets to the development strategy. Wherever sectoral plans do not exist, efforts should be made to
develop them in line with this strategy. The national budget will, therefore, be expected to prioritise
activities that are aligned to this national development strategy.

Sector Working Groups (SWGs) have been identified as a mechanism for implementing the MGDS III.
This will ensure collaboration in the implementation of this medium term national development
strategy. As such, SWGs are encouraged to develop Joint Sector Strategies (JSSs) that are aligned to the
MGDS Il which should be followed by costed implementation plans that articulates activities of the
SWGs on an annual basis. This calls for functional SWGs that would enhance multi-stakeholder
involvement in the implementation of the strategy. To ensure coherence of policies, SWGs should be
encouraged to co-exist with each other so that they do not work in silos but rather promote a multi-
sectorality approach to their work. Thus, monitoring and evaluation (M&E) of the strategy will be done
through the structured Sector Working Groups (SWGs) to ensure thatitis inclusive and participatory.
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CHAPTER 1. OVERVIEW

1.1 Introduction

Malawi is a landlocked country in South-East Africa, covering an area of 118,480 km®. It is endowed
with a wide range of natural resources, including areas of outstanding natural beauty, which are
attractive for tourism. Malawi's economy is largely agro-based with majority of farmers involved in
subsistence rain-fed agriculture. As a result of climate change, the intensity and frequency of
extreme weather events have negatively impacted the economy through the disruption of
agricultural production. The population of 4.4 million in 1966 has quadrupled to 17.2 million as
projected for 2017 and is still largely dependent on natural resources for livelihoods. By 2022, the
population is projected to grow to 19.4 million and may continue to exert adverse pressure on access
to services and the overall socio-economic development of the country. This population is youthful
with approximately 46 percent below the age of 15, and up to 73 percent below the age of 35 years.

The consequences of these pressures are that the capacity for service provision and land use
planning is stretched, and physical resources and infrastructure are always in short supply and
therefore easily degraded. Agricultural harvests have dwindled because of shrinking land holdings,
deforestation and soil loss. The consequence has been a reduction in benefits that the population
derives from the environment as shown by reduced stream flows, decline or extinction of fish and
other animals and limited sources of biomass energy.

1.2  Background and Formulation of MGDS IlI

The MGDS Ill aims at building a productive, competitive and resilient nation by consolidating
achievements of the earlier strategies. While Malawi has posted some commendable growth rates
over the implementation periods of MGDS | and Il, such growth has neither been sustained nor
inclusive. According to the Malawi National Human Development Report on Inclusive Growth (2015),
poverty has remained pervasive especially in rural areas, among women and other disadvantaged
groups. Therefore, the challenge for development planning is to pursue economic growth for all
segments of the population, and distribute the dividends of increased prosperity both in monetary
and non-monetary terms equitably across society.

The MGDS Il aims at doing things differently based on the lessons from the earlier strategies and
using systems thinking approach focusing on the 'big picture' and informed by the interactions of
various sectors in the development scenario. The process of developing the MGDS Il therefore was
highly participatory and consultative as was the case with the other two previous strategies and drew
some lessons from strategy reviews. A technical team led by the Department of Economic Planning
and Development (EP&D) was constituted through which consultations were conducted involving the
Executive, through central government Ministries, Departments and Agencies (MDAs) and all local
authorities across the country; the Legislature through its parliamentary committees; Civil Society
Organizations (CSOs); development partners; Non-Governmental Organizations (NGOs); private
sector; media; political parties, academia and other eminent stakeholders and members of the
public.

The consultations and literature reviews revealed that the MGDS Il was not fully implemented, had
too many priorities that lacked synergy and leverage; and as unfinished business, some of its priority
areas needed to be carried forward while introducing new thinking on other emerging issues. The
consultations were unequivocal about the urgency of climate change and issues of the environment
including other cross cutting areas such as gender, youth development and capacity building.

1.3 MGDS Ill Theory of Change
The MGDS Ill Theory of Change and envisaged development path is anticipated to attain the long-
term goal of a productive, competitive and resilient nation. This ultimate goal can only be attained
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under certain pre-conditions which include: maintaining inclusive human development, economic
transformation for growth and poverty alleviation and sustaining resilience to economic shocks.
These pre-conditions are important for themselves as well as the ultimate goal in that once these are
achieved the MGDS Ill will have made an important contribution to achieving the ultimate goal. The
MGDS Ill five Key Priority Areas will catalyze the change process. In terms of progress towards MGDS
[ll aspirations, sustainable agricultural transformation that is adaptive to climate change is expected
to have a positive impact on energy and industry. This will then positively impact education and skills
development, health and population management enabling human resource development through
movement towards productivity, shift from low to high skills and quality of life. Energy and industry
will impact and lead to improved transport, tourism and ICT infrastructure (e.g. energy, air, railways,
roads, ICT). This will provide the much needed economic infrastructure for economic transformation;
access to basic social services and markets; competiveness; enabling innovation of industry to move
from low tech to high tech and diversification; increased productivity; and favorable investment
climate. The end result of these mutually reinforcing areas is accelerated growth, resilience and
ultimate improvement of human welfare.

Figure below shows the feedback loops envisioned for the MGDS Il theory of change and results
chain. The key assumptions have been presented in Section 1.4.
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14  Achievements of MGDS Il and Assumptions of MGDS liI

The design of the MGDS Il is informed by the desire to build on the successes of, and draw some
lessons from the earlier strategies. MGDS | and Il had some notable successes as they were both
implemented against the backdrop of the Millennium Development Goals (MDGs). Malawi's
successes were with respect to the achievement of four of the eight MDGs that had to do with
Reducing Child Mortality; Combating HIV and AIDS, Malaria and other diseases; Ensuring
Environmental Sustainability and Global Partnership for Development. Although Malawi made some
strides in the other goals, progress was notably slow in Eradicating Extreme Poverty and Hunger;
Achieving Universal Primary Education; Promoting Gender Equality and the Empowerment of
Women; and Improving Maternal Health. It is noteworthy that all the goals that were not achieved
relate to gender equality, implying that more needs to be done in gender and inclusiveness across all
sectors, particularly within the KPAs. Different sectors need to work together to mainstream issues of
gender and inclusiveness and ensure that these goals are attained. To this end, the MGDS llI
emphasizes an inter-sectoral approach both in the design and implementation of the strategy, to
make for more effective and sustainable outcomes than might be achieved by a sector acting alone.
Thisis one areain which MGDS Ill will make a departure from previous strategies.

During the MGDS Il implementation, the average growth rate was 4.5 percent which was below the
target of 6 percent. This underperformance was largely the result of external and internal shocks.
Between 2012-2017, foreign exchange shocks in addition to weather-related volatilities weakened the
economy.

MGDS Il was based on some assumptions that have not been fulfilled. One of these was a conducive
macroeconomic environment. In fact, there was macroeconomic instability just after the launch of
MGDS Il due to exchange rate adjustments. Coupled with insufficient donor support toimplement the
programmes envisaged under MGDS I, a number of development objectives could not be achieved.
For the purposes of MGDS llI, itis assumed that its implementation will depend kklargely on domestic
resources. Accordingly, the government has chosen to focus on fewer priorities and concentrate its
resource allocation on a select set of flagship projects. This strategy focuses on “quick win”
interventions that have a strong multiplier effect. Resources from other stakeholders including civil
society organizations, development partners and the private sector are expected to bridge the gap in
the national budget.

Partners areimportantto the implementation of the strategy. Areview of MGDS Il shows the necessity
to involve partners in projects that are national priorities throughout the five-year implementation
period. During the implementation of MGDS Il, some projects were of a stand-alone nature with no
clear and strong linkages to other sectors. In contrast, MGDS lll emphasizes flagship projects with
strong links to other areas essential to economic and human development. Development partners
and other stakeholders will be encouraged to direct their support and expertise in these areas of
national priority in order to maximize their contribution to the overall success of MGDS lIl. In
summary, the MGDS Il is premised on the following assumptions:

e Real GDPgrowthratesare either sustained or accelerated

e Conducive and stable macroeconomic environment through prudent management of its fiscal
and monetary policies

Effective aid and domestic debt management;

Adequate resources and capacity to implement MGDS Ill activities;

Good Governanceis entrenched and institutionalized to avoid wastage of scarce resources;
Effective sectoral and social protection programmes designed to mitigate root causes of

e Governmentreformswill provide aframework for the implementation of key reform areas;

challenges of growth and development, including social and gender inequalities;
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e Continued political stability; and
e Declining population growth rates

1.4  Organization of MGDS Il

The MGDS lllis organized as follows: Chapter 1 is the Overview, which presents the background, main
assumptions of the Strategy and the formulation process. Chapter 2 is the Development Policy
Context, which situates this strategy within international, regional and national contexts. Chapter 3
presents the Situation Analysis and socio-economic profile, demographic dynamics, population
projections and challenges. Chapter 4 discusses Governance including human rights approaches to
development, transparency and accountability, public sector and finance management. Chapter 5
covers the Macroeconomic Framework as the key anchor of the Strategy. Chapter 6 presents the Key
Priority Areas (KPAs) and discusses the basis upon which they were selected and the linkages they have
with other development areas. Chapter 7 discusses Other Development Areas by outlining their
outcomes, goals, and strategies. Chapter 8 presents the Implementation Framework including
implementation structures, sources of financing, and roles of stakeholders. In Chapter 9, the
Monitoring and Evaluation framework has been highlighted and reporting structures have been
indicated. The Strategy concludes with Chapter 10, which presents the government's commitment to
the strategy, an appeal for resources and calls for policy harmonization.




CHAPTER 2: DEVELOPMENT
POLICY CONTEXT

2.1 Overview of International Development Strategies

As a member of international and regional development frameworks, Malawi has aligned MGDS Il to
these development frameworks. As such, by implementing KPAs, the international development
objectives will be realized. While the implementation of all international development frameworks will
use the national plan, reporting will be based on the requirements for specific commitments and
protocols. The development frameworks that Malawi has committed to are discussed below.

2.1.1 Sustainable Development Goals

The SDGs constitue a plan for achieving Agenda 2030 which aims to end poverty in all its forms,
inclusively and irreversibly everywhere. The SDGs, comprising 17 goals, are to be achieved by 2030.
Malawi is a signatory to the Agenda 2030 and participated in its formation.

The SDGs are a comprehensive and ambitious set of goals intended not only to spur growth, but also
ensure that such growth is equitably shared so as to leave no one behind. They are aimed at creating a
just society where resources are sustainably utilized. Unlike the MDGs where environment was
represented by a single goal, the SDGs have taken environment as a core element with at least one
target in each of the 17 goals and close to half of the 169 targets relating to the environment. It is
therefore unlikely that the SDGs can be achieved without environmental sustainability. The SDGs bind
all nations in a pact that ensures upward movement of all countries at the bottom of the ladder
through partnerships among themselves and with other first world countries in the development
process.

2.1.2 Agenda 2063

The Agenda 2063 is a pan-African vision for the “Africa We Want” by the year 2063. Initiated by the
African Union in 2013, the Agenda is a set of seven aspirations that the governments of Africa are
determined to achieve by 2063. Itis consistent with the SDGs but takes a longer-term view. The goals of
Agenda 2063 are as follows:
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A prosperous Africa based oninclusive growth and sustainable development;

An integrated continent, politically united and based on the ideals of Pan Africanism and the
vision of Africa's renaissance;

An Africa of good governance, democracy, respect for humanrights, justice and the rule of law;
A peaceful and secure Africa;

An Africa with a strong cultural identity, common heritage, values and ethics;

An Africa where development is people driven, unleashing the potential of its women and
youth; and Africa as a strong, united and influential global player and partner.

2.1.3 Vienna Programme of Action (VPoA)

Malawi is among the 32 landlocked countries located in Africa, Asia, Europe and South America. As a
landlocked developing country, Malawi faces special challenges that are associated with a lack of direct
territorial access to the ocean, remoteness and isolation from world markets. Malawi's international
trade depends on transit routes through Mozambique, Tanzania and South Africa. Additional border
crossings and the long distance from major markets, coupled with cumbersome transit procedures
and inadequate infrastructure, substantially increase the total expenses for bringing goods to
international markets. The longer the route, the greater the administrative and transaction costs,
which erode the competitive edge of Malawi's products. This leads to reduced economic growth and
negatively affects the country's capacity to promote sustained economic development, human and
social progress and environmental sustainability.

In recognition of these constraints, the United Nations drew up a programme of action that calls on
both landlocked countries and their transit neighbors to:

e Develop and maintaininfrastructure;

e Simplifyand harmonize transitand customs policies; and

e Interconnecttheareas of Energy and Information Communication Technology (ICT).

The programme further calls for the training of human resources for both landlocked and transit
countries so that efficient processing and shorter transit times can be achieved within the decade 2014
t02024.

2.1.4 Istanbul Programme of Action

The major objective of the Least Developed Countries (LDC) IV Istanbul Programme of Action (IPoA)
agreed upon in 2011 is that by the end of the decade (2011 to 2020), the number of countries
categorized as LDCs should be halved from 48 to 24. The IPoA includes a monitoring mechanism and
an assessmentfor the synergy between the IPoA and the SDGs.

The IPoA spells out strategies and measures for addressing the special needs of LDCs to transition to
lower-middle income levels. For this to happen, there is a need to strengthen implementation-
monitoring mechanisms and broaden stakeholder investment.

During the decade ofimplementation, the IPoA will focus on:
e Achievement of sustained, equitable and inclusive economic growth by strengthening the
LDC's productive capacity;
e Building human capacities by fostering sustained, equitable and inclusive human and social
development gender equality and empowerment of women;
e Reducing the vulnerability of LDCs to economic, natural environment shocks and disasters
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through strengthening their resilience;

Ensuring enhanced financial resources; and

Enhancing good governance at all levels, by strengthening democratic processes, institutions
andtherule of law.

2.1.5 SADC Regional Indicative Strategic Development Plan

At the regional level, Malawi is a member of the Southern Africa Development Community (SADC), a
group of 15 countries working together to enhance regional integration and cooperation in matters of
trade, finance and investment; socio-economic development; and politics, peace and security. Under
SADC, member-states have formulated the revised Regional Indicative Strategic Development Plan
(RISDP) intended to deepen regional cooperation and integration. Indicative in nature, itis intended to
outline the conditions necessary to achieve the regional development goals.

The RISDP rests on four pillars:

Industrial Developmentand Marketintegration;
Infrastructurein support of regional integration;
Peace and security cooperation; and

Special programmes of regional dimension.

All these pillars are important to Malawi as a developing, landlocked country that needs to access
markets, build and integrate its infrastructure with that of the region and cooperate with neighbors in
matters of politics, peace and security.

2.1.6 COMESA Treaty

The Common Market for Eastern and Southern Africa (COMESA) was established primarily as a tool for
sustaining growth and development by expanding the size of the market as most eastern and
southern African countries have small domestic markets. It is the largest African common market.
The Treaty has beenin existence since 1994.

The aims and objectives of creating the Common Market are:

e To attain sustainable growth and development of member states by promoting a more
balanced and harmonious development of production and marketing structures;

e To promote joint development in all fields of economic activity and the joint adoption of
macroeconomic policies;

e To cooperate in the creation of an enabling environment for foreign, cross-border and
domesticinvestment;

e Tocooperateinthe promotion of peace, security and stability among member states;
To cooperate in strengthening the relations between the Common Market and the rest of the
world and the adoption of common positions in international fora; and

e To contribute towards the establishment, progress and the realization of the objectives of the
African Economic Community.

The protocols to which Malawi is a member and signatory are all aimed at generating inclusive and
sustained growth by increasing production, productivity and competitiveness of its member states.
These protocols recognize the critical need for infrastructure. Therefore, the protocols and tenets
upon which they rest are reflected in the theme of MGDS I, “Building a Productivity, Competitive and
Resilient Nation.”
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2.1.7 International Conference on Population and Development (ICPD) Beyond 2014

The Programme of Action of the International Conference on Population and Development (ICPD),
adopted in 1994, represented a remarkable consensus among 179 Governments, including Malawi,
that individual human rights and dignity, including the equal rights of women and girls and universal
access to sexual and reproductive health and rights, are a necessary precondition for sustainable
development.

Further, the Programme of Action highlights the crucial links between sexual and reproductive health
and rights with almost every aspect of population and development, from urbanization, migration and
aging to changing family structures and the importance of addressing the rights of young people. It
calls attention to the ways in which investing in women and youth, especially in their sexual and
reproductive health, canimpact environmental sustainability and population dynamics.

2.2 National DevelopmentPlanning Context

2.2.0 Overview of Development Policies
Malawi launched the Vision 2020 in March 1998 and three medium-term national development
strategies have been implemented to execute this vision. These include Malawi Poverty Reduction
Strategy (MPRS), MGDS | and MGDS II. The MGDS Ill is the fourth and final national development
strategy to operationalize the Vision 2020.

2.2.1 Vision 2020

Malawi Vision 2020 is a policy framework that sets out a long-term development perspective for
Malawi. It emphasizes long term strategic thinking, shared vision and visionary leadership,
participation by the population, strategic management and national learning. The Vision 2020 states
that “by the year 2020 Malawi as a God fearing nation, will be secure, democratically mature,
environmentally sustainable, self-reliant with equal opportunities for and active participation by all, having
social services, vibrant cultural and religious values and a technologically driven middle-income economy.”

2.2.2 MalawiPoverty Reduction Strategy

In May 2002, Government launched the MPRS which presented a first attempt to translate the nation's
long-term vision into medium-term action plans. The MPRS became the overarching medium-term
strategy for reducing poverty. The goal of the MPRS was to achieve “sustainable poverty reduction
through empowerment of the poor.”

The MPRS was built around four strategic pillars, namely: sustainable pro-poor growth; human capital
development; improving the quality of life of the most vulnerable; and good governance. In addition, it
had four key cross-cutting issues: HIV and AIDS, Gender, Environment, Science and Technology. The
three-yearimplementation period for the MPRS ended in the 2004/05 fiscal year.

In the second half of 2005, the MPRS was reviewed to draw lessons from its implementation which
informed the strategic direction of the MGDS I. The notable achievement of the MPRS was the decline
in poverty levels from 54.1 percent to 52.4 percent. However, there were some shortfalls that
hampered the implementation process. These included failure by Ministries, Departments and
Agencies (MDAs) to translate the activities into the budget and Medium Term Expenditure Framework
(MTEF), slow implementation of the devolution process, and funding not based on priorities defined by
MPRS.

2.2.3 Malawi Growth and Development Strategy
Governmentlaunched the MGDS | as the overarching operational medium-term strategy for Malawi to
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attain the nation's Vision 2020 and the MDGs for the period 2006 to 2011. The main aim of the MGDS |
was to create wealth through sustainable economic growth and infrastructure development as a
means of achieving poverty reduction. It presented a policy framework that balanced issues related to
both economic growth and social development.

To ascertain immediate economic benefits for the people of Malawi, the MGDS | focused on six Key
Priority Areas: Agriculture and Food Security; Irrigation and Water Development; Transport
Infrastructure Development; Energy Generation and Supply; Integrated Rural Development; and
Prevention and Management of Nutrition Disorders, HIV and AIDS. Progress in these areas were
expected to accelerate the attainment of the MDGs in the areas of Health, Education, Gender,
Environment, and Governance. They were isolated from the MGDS five thematic areas, namely
Sustainable Economic Growth; Social Protection and Disaster Risk Management; Social Development;
Infrastructure Development and Improving Governance. The MGDS recognized that issues of HIV and
AIDS, Science and Technology, Gender, Empowerment and Environment were cross-cutting and as
such they were streamlined within the five thematic areas.

Annual reviews were conducted throughout the period of MGDS to draw lessons from its
implementation. These lessons, among other things, informed the formulation of MGDS I1.

2.2.4 MalawiGrowth and Development Strategy (MGDS) 11

This strategy was premised on the fact that the country should continue to create wealth and develop
infrastructure as a means of reducing poverty. The MGDS Il was framed on six broad thematic areas;
sustainable economic growth; social development; social support and disaster risk management;
infrastructure development; improved governance; and cross cutting issues. The strategy integrated
issues of gender and capacity development as crosscutting.

The MGDS Il focused on nine key priority areas: Agriculture and Food Security; Transport Infrastructure
and Nsanje World Inland Port; Energy, Industrial Development, Mining and Tourism; Education,
Science and Technology; Public Health, Sanitation, Malaria and HIV and AIDS Management; Integrated
Rural Development; Green Belt Irrigation, and Water Development; Child Development, Youth
Development and Empowerment; and Climate Change, Natural Resources and Environmental
Management.

After the first year of MGDS Il implementation, there was a serious economic slowdown which
required the Government to develop a Malawi Economic Recovery Plan (ERP). This was intended to
address fuel and foreign exchange scarcity which made trade and other development activities very
difficult. The ERP was able to remove some of the challenges through quick monetary reforms and
projects.

The implementation of the MGDS Il did not succeed in all its goals due to the aforementioned
challenges. Lessonslearned duringitsimplementation have informed MGDS 1.

2.3  Mapping of MGDS Ill Key Priority Areas to Sustainable Development Goals (SDGs) and
Agenda 2063

Intandem with the implementation of MDGS I, which is premised on Malawi's long term development
aspirations, as articulated in Vision 2020, Malawi is also committed to international development
frameworks, which include the 2030 Agenda on SDGs and African Union Agenda 2063. The
implementation of international development frameworks, protocols and treaties will be done
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through the national plans. As such it is imperative that the national plans domesticate all the
international, regional and continental frameworks for easy implementation, monitoring and
reporting. Table 1 below shows the mapping of the SDGs and Agenda 2063 to the national
development priorities. Thus, the table shows the key priority area and the related SDGs and Agenda
2063 goals that it addresses. Simulations using the SDG Model have confirmed that the
implementation of the KPAs willimpact on the SDGs and Agenda 2063 goals shown in the table 1.

Table 1: Mapping of Key Priority Areas to SDGs and Agenda 2063

MGDS KPAs

SDGs

Agenda 2063

Agriculture and Climate
Change Management

1. End poverty in all its forms everywhere

2. End hunger, achieve food security and improved
nutrition and promote sustainable agriculture

3. Ensure healthy lives and promote well-being for all at
all ages

5. Achieve gender equality and empower allwomen and
girls

6. Ensure availability and sustainable management of
water and sanitation for all

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

11. Make cities and human settlements, inclusive, safe,
resilient and sustainable

13. Take urgent action to combat climate change and its
impacts

14. conserve and sustainably use the oceans, seas and
marine resources for sustainable development

15. protect, restore and promote sustainable use of
terrestrial ecosystems, sustainably manage forests,
combat desertification, and halt and reserve land
degradation and halt biodiversity loss

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

2. An integrated continent, politically united and
based on the ideals of Pan

Africanism and the vision of Africa’s Renaissance
6. An Africa where development is people-driven,
unleashing the potential of its women and youth
7. Africa as a strong, united and influential global
player and partner.

Education

and

Development

Skills

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

5. Achieve gender equality and empower women and
girls

8. Promote sustained,
economic growth, full and productive employment and
decent work for all

9. Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation

inclusive and sustainable

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

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

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

6. An Africa where development is people-driven,
unleashing the potential of its women and youth
7. Africa as a strong, united and influential global
player and partner.

Transport

and

infrastructure

ICT

1. End poverty in all its forms everywhere

2. End hunger, achieve food security and improved
nutrition and promote sustainable agriculture

3. Ensure healthy lives and promote well-being for all at
all ages

5. Achieve gender equality and empower allwomen and
girls

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

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

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

6. An Africa where development is people-driven,
unleashing the potential of its women and youth
7. Africa as a strong, united and influential global
player and partner.
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8. Promote sustained, inclusive and sustainable
economic growth, full and productive employment and
decent work for all

9. Build resilient infrastructure, promote inclusive and
sustainable industrialization and foster innovation

Health and Population
Management

End poverty in all its forms everywhere

Ensure healthy lives and promote well-being for all at all
ages

5. Achieve gender equality and empower all women
and girls

6. Ensure availability and sustainable management of
water and sanitation for all

8. Promote sustained, inclusive and sustainable
economic growth, full and productive employment and

decent work for all

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

6. An Africa where development is people-driven,
unleashing the potential of its women and youth
7. Africa as a strong, united and influential global
player and partner.







CHAPTER 3: SITUATION
ANALYSIS

3.1 Socioeconomic Profile

Malawi is one of the least developed countries in the world. Agriculture remains the country's main
foreign exchange earner with tobacco, sugar, tea, coffee and cotton as major export products followed
by manufacturing and tourism. Being agro-based, Malawi's economy is vulnerable to weather-related
shocks and declining natural resources. Efforts to diversify the economy to other sectors such as
industry, mining, and tourism have not been effective because of poor infrastructure. Consequently,
the contribution of the other sectors to GDP has increased only marginally over the years and the
contribution of agriculture to the GDP remains high at 28% in 2017 though lower than 38%in 1994.

The economy has been growing at a positive rate over the past decade. The GDP growth rate averaged
around 6% per year over the last ten years, largely due to the good performance of the MGDS I. This
positive growth did not benefit the majority of Malawians as evidenced by worsening poverty levels
that exacerbated the already high dependence ratio. Between 2012 and 2017, the inflation rate was
stable, but relatively high at around 20% as compared to single-digit levels in the first half of the
decade. The bank lending rate remains high at 22% making borrowing costly for small-scale
businesses.

A productive labour force is a key component of economic growth. However, the country's labour
market structure consists of a large number of jobs in the informal economy that leave most workers
with inadequate social and income security. The impressive economic growth that was realized never
translated into job creation because the source of growth was mostly from primary level agriculture
production. The inability of the economy (both private and public sectors) to generate an adequate
number of jobs has left many job seekers, particularly young people, without opportunities for
obtaining decentemployment.

According to the Malawi Labour Force Participation Survey (2013), the employment rate for Malawi is
at 79.6 percent. About 64.1% of employed persons work in agriculture, and face an uncertain future as
current institutions are ill-equipped to deal with increasing pressures arising from unsustainable
environmental practices and climate change. Of the country's total labour force, 20.4% is unemployed.
Unemploymentis more common among females than males due to low levels of literacy, customs and
religiousvalues. Unemploymentis also highestamong the youth.

The youth of under 30 years of age constitutes about 70% of the population. If the youth help
accelerate economic growth through increased productivity in the job market, then Malawi will
capitalize on a demographic dividend. To enable this to happen, the government needs to support
youth participation in decision making, employment creation and business development. If the
window of opportunity is missed through failure to empower the youth, then the youth bulge becomes
aliability that will further undermine sustainable development and pose a threat to peace and stability
inthe country.

The development interventions thus far have not been able to reduce poverty significantly such that
50.7% of the population are still living under the poverty line of below $1 a day®. While the poverty rate
has declined from 52.4% in 2005 to 50.7% in 2015, the incidence of ultra-poor has increased from
22.4% to 25% over the same period. Income distribution has worsened over time. The Gini coefficient,
the most commonly used measure of inequality increased from 0.39 in 2005 to 0.45 in 2014 and
remained around the same level in 2016. In terms of gender, female-headed households which
represent 57% of all households, are poorer than male-headed households. Several factors, including
ineffectiveness of policy interventions, have led to low living standards of many Malawians. Malawi's
economy and the majority of Malawian households are vulnerable to social and economic shocks. In
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addition, the fact that 80% of the Malawian population relies on agriculture both for incomes and food
provisionis a challenge when weather is not conducive.

3.2 Demographic Outlook and Projection

Malawi's population is estimated at 17.2 million, 52 percent of whom are female. The population is
projected to grow to 19.4 million by 2022. At the current rate of growth, it is estimated that the
population will triple by 2050. When population growth outpaces economic development, it puts
enormous strain on all the sectors.

Malawi's population will continue growing throughout the rest of this century

Population size (millions)
70

62.0

60 By 2070, more
than 40% of
50 the population
43.1 will live in
40 urban areas.
30
17.2
20 105 13.9
10| 4, 56 oo I I I
N |

1966 1977 1987 1998 2008 2015* 2050* 2070*

Source: Malawi Housing and Population Census, 2008; UN Population Division World Population Prospects, 2015

The high population growth rate has produced a growing demand for national resources, jobs, and
social services. With 46% of the population under the age of 15, there is a high dependency ratio and
relatively low investment in children and young adults. If economic growth does not improve, poverty
will increase significantly. This calls for aggressive investment in youth development programmes.
These efforts will reduce the dependency ratio and empower youth to contribute to the national
economy.

Despite the high rate of population growth, the desired family size among Malawians is falling. About
oneinfive women have an unmet need for family planning services. This calls for further investmentin
the factors that help families achieve their reproductive intentions, such as girls' education, child
mortality and access to family planning services.

Malawi is one of the fastest urbanizing countries in the world (3.77% growth rate) despite the fact that
only 15% percent of the population lives in the urban areas. Its urban distribution is concentrated in
the four major cities of Blantyre, Lilongwe, Mzuzu and Zomba with about 3.3% of the population

°The United Nations standard poverty line is at US$ 1.90 thus the figure may be higher.
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residingin other urban areas. In the next five years and beyond, improvements in urban infrastructure
and housing development are essential for the growing urban population across the country.

There has been a long-established link between population growth, poverty alleviation and economic
development. A slow rate of population growth creates the potential to accelerate the rate of
economic growth. Smaller family sizes make it much easier for parents to lift their families out of
poverty. Malawi's population growth rate poses a threat to progress through its impacts on various
development sectors. For instance, diminishing availability of land per holder coupled with weather-
related shocks continue to affect agricultural production. Consequently, Malawi's food production is
variableyeartoyear.

In this regard, there is a need to enhance prioritization, coordination, and implementation of the
country's population challenges across sectors, as highlighted in the 2012 National Population Policy.
This policy enhances a broader goal of achieving human development and is in line with the
recommendations of the Programme of Action of the 1994 International Conference on Population
and Development and the Sustainable Development Goals, which call for integrated and rights-based
approachesto addressing populationissues.

3.3 Development Effectiveness

The formulation of the MGDS Il assumed that resources for its implementation would come from the
national budget as well as the development partners and other players such as private sector
organizations. A year inside the strategy implementation, several development partners pulled out
support from the national budget due to misuse of public financial resources. This affected the
implementation of some of the activities that were planned over the years.

While development partners have continued to support programmes outside the national budget, the
loss of 40% percent contribution that development partners were making towards the budget has
greatly impaired the government's development activities. The Addis Ababa Action Agenda,
nevertheless, encourages development partners to support the implementation of the 2030 Agenda
for Sustainable Development. It provides a new global framework for financing sustainable
development by aligning all financing flows and policies with economic, social and environmental
priorities. It is expected that support will be directed to national priorities for purposes of achieving
Sustainable Development Goals at both local and national level. This will facilitate the attainment of
the Paris Declaration Principles of 2005, which are ownership, alignment, harmonization,
development results and mutual accountability.

Although development partners have reduced direct support to the national budget, they continue to
contribute a large portion of resources into key sectors such as Health and Natural Resources. This is
evidenced by the Public Expenditure Review (PER) in the Natural Resources Sector (2014) which
showed that development partners contributed over 90% of resources to the sector. Even though the
impact on the Malawian population is indirect, development partners support various sectors off-
budget. Moreover, development partners provide technical support to various sectors such that
capacities have been built to improve service delivery. Nevertheless, resumption of budget support
would significantly enhance aid effectiveness.

In the same line of commitment, more resources from the national budget will be directed toward
priority areasin order to jumpstart the economy for sustainable growth and development.
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3.4 DevelopmentChallenges

Malawi's national economic development has been impaired due to a wide range of challenges, some
of which are related to lack of infrastructure and some of which are due to external shocks and climate
change.

Unsustainable methods of natural resource management produce land degradation and natural
resource depletion. This results in poor productivity of the agriculture, fisheries and forestry sector
thereby diminishing economic opportunities from natural resource-based enterprises.

Malawi has a narrow export base; it has been failing to fully maximize its comparative and competitive
advantage. The country's persistently negative current account balance reflects Malawi's
underperformance in Trade. Malawi continues exporting the same largely primary (raw) commodity
products, instead of pursuing opportunities in the dynamic trends of the global marketplace. It has, for
instance, been heavily dependent on tobacco and a few other crops as foreign exchange earners for a
long time; and it has actually struggled to achieve meaningful crop and product diversification; or any
economic diversification, into other viable sectors.

Over-reliance on rain-fed agriculture has made Malawi's economy and population vulnerable to
climate-related shocks. Consequently, more investment is required to support adaptation and
resilience. In addition, other challenges include: (i) animal and plant diseases which lead to major crop
and livestock losses; (ii) price volatility of maize, fertilizer, and tobacco; (iii) health shocks mostly due to
HIV and AIDS, Malaria, Tuberculosis, Schistosomiasis and malnutrition which are very prevalent in
Malawi; and (iv) high levels of illiteracy which contribute to low adoption of technology. These factors
place amonetary burden on mosthouseholds and increase vulnerability among Malawians.

Failure of the country to move to a developmental state has slowed down national socio-economic
development. What this means is that Malawi has essentially been a consuming and importing state
with very little being invested into industry, technology and private sector activities. Budgeting and
resource allocations have not strictly adhered to the stated national priorities. The few import
substituting industries that ever existed have been decimated by foreign competition following
market liberalization and a hostile private sector policy environment. This has retarded the country's
development efforts.

There has also been weak formal and informal sectors such that the industry suffered loss when the
country opened up to foreign competition. Consequently, Malawi has become a trading rather than a
manufacturing nation. It has also swung from the formal to the informal sector due to its shrinking
industrial base. The informal sector, in so far as it is not organized, has lacked financial and policy
support, despite it being the largest subsector. The other aspectis that over the years, the population
profile has turned very youthful with more than 70 percent below the age of 30 years, which means
thereis aneed of investmentbias into this cohort.

Another challenge has been basic inconsistency in planning. This has happened at two levels. Atthe
one level, planning has not been coordinated from the center as resource availability has influenced
the timing and content of the planning process. At another level, planning has often been politically
driven as exemplified by the fact that all the parties that have ruled Malawi over the past two decades
have come with pet projects that have overshadowed the national vision and national projects. Party
manifestos have not been developed on the basis of interpreting the national vision as enshrined in
Vision 2020 but rather on the basis of designing populist programmes that can deliver votes. Since
National Development Strategies are designed after extensive stakeholder consultations, the political
party manifestos should focus on translating the already-developed national vision and medium-term
development objectives.
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Corruption has been a daunting challenge that too often derails social and economic development
efforts. A significant amount of resources, both from government and development partners
earmarked for development projects, do not achieve their intended result due to many forms of
corruption. Uncoordinated procurement has led to serious overpricing, non-delivery of procured
goods and services, and bribery. In addition, deployment of incompetent and unqualified personnel,
in public and private organizations, has made service quality very poor. This has made services
insufficiently and poorly delivered to the beneficiaries.

Malawi's economic development has also slowed down due to an underdeveloped environment for
doing business. The 2017 Doing Business report of the World Bank, ranked Malawi at 133 out of 190
countries, a slight improvement from the rank of 141 in 2016. In this report, countries are assessed on
several factors that affect business decisions. These include starting a business; access to electricity;
registering property; getting credit; protecting investors; paying taxes; trading across borders; and
enforcing contracts and resolving insolvency. Malawi has not ranked favorably in many of these
indicatorsindicating many gaps that need to be addressed.

The underdeveloped financial sector has made investment a challenge. In terms of financial sector
soundness, Malawi has suffered only one bank failure over the past two decades. However, when it
comes to supporting investment, the financial sector has been fragile as all the financial institutions
created to supportlocal investment have folded up after short operational periods due to a multiplicity
of challenges. Conversely, banking is very profitable, not from developmental lending operations, but
frominvesting in governmentsecurities.

Taken together, these development challenges have defined the national planning context and they
are the ones that have helped to inform the design of this strategy. MGDS llI, therefore, emphasizes
strengthening, implementation, monitoring and evaluation of the development objectives with all
stakeholders.
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CHAPTER 4: GOVERNANCE

Governance aims to ensure that decision-making processes in development interventions are carried
out and implemented effectively. Good governance enables the country to pursue the best possible
processes for making policy decisions through consultative practices, accountability, service quality
protocols, role clarification, good working relationships and coordination. The Government recognizes
that successful implementation of this development strategy depends on good governance in both
publicand private institutions.

Under the Governance theme of the MGDS Il, the Government made a commitment to pursue sound
economic policies and implementation strategies. Some of the macroeconomic strategies included:
reducing inflation, having a flexible exchange rate regime and improving the foreign reserve position.
However, the government is aware that public financial management systems must complement
macroeconomic management. The design of MGDS Il made it explicit that macroeconomic policy
formulation would use evidence-based planning, strengthened aid management and improved
revenue collection to ensure increased access to financial services. The MGDS Il will ensure that this is
achieved.

The potential of the economy remains untapped due to structural, institutional and productive
challenges. During the MGDS Il implementation, the country projected an average real GDP growth
rate of 6%, but this target was inconsistently maintained. The country's reliance on rain-fed agriculture
asthe main driver of the economy contributed to economic underperformance due to climate change.
The MGDS Il intends to address the institutional and structural challenges so that Malawi can reach its
potential.

The Government will continue to address issues related to economic opportunities, private sector
participation, efficient stewardship of public resources, and promotion of democratic governance,
social justice and the rule of law. Particular focus will also be placed on human rights, public sector
management, financial management reforms and transparency, accountability and institutional
strengthening atall levels.

4.1 Human Rights Approach

Good governance and human rights are mutually reinforcing. Human rights principles provide a set of
values to guide the work of governments and other actors to ensure that all members of a society can
benefit from and contribute to development. The principles also provide a set of performance
standards against which these actors can be held accountable. Moreover, human rights principles
inform the content of good governance efforts: they inform the development of legislative
frameworks, policies, programmes, budgetary allocations and other measures. Without good
governance, human rights cannot be respected and protected. The implementation of human rights
relies on a conducive and enabling environment. This includes appropriate legal frameworks and
institutions as well as political, managerial and administrative processes responsible for responding to
therights and needs of the population.

While there were attempts to raise awareness on human rights during the MGDS Il implementation,
such programmes were uncoordinated, largely due to the lack of a National Human Rights Action Plan
(NHRAP). As a result, the MGDS Il did not provide the envisioned framework for Government efforts to
promote and protect the full range of human rights in Malawi, nor did it serve as a guide for concrete
actions toimprove the human rights situation over the many priority areas.

The NHRAP will focus on gender mainstreaming and human rights-based approaches to enhance
MGDS lll implementation, and it is expected to be a framework for accelerating inclusive development
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through the promotion of economic and social rights to ensure no one is left behind. Further, it will
prioritize key human rights issues for multi-sectoral action. Guidance for sectors will be provided to
ensure thatall Malawians can benefit from and contribute fully to development.

4.2 Transparency, Accountability and Institutional Strengthening

Malawi has created a National Integrity Platform which provides space for different actors to share
information, strategies and chart progress on fighting corruption in the country. In addition, the Law
on the Declaration of Assets provides a transparent platform for public and elected officials to declare
their assets before and after going into office. This helps in reducing corruption by promoting
transparency and accountability.

The department of asset declaration is mandated to allow public service officials at all levels to declare
their assets to stop ill-gotten wealth and property. The success of the public sector reforms will depend
on disciplined civil servants and public officials who are responsible when delivering services to the
public. Therefore, during the implementation of the MGDS Ill, the department of asset declaration will
be strengthened and supported so as to make itvisible and capable of executing its mandate.

The Anti-Corruption Bureau (ACB) and the National Initiative for Civic Education (NICE) have been set
up as Public Trusts. The ACB's determination is to adopt a pro-active stance aimed at preventing
corruption and prosecuting offenders. In this respect, the ACB has an important role to play in good
governance and democracy. Complementing the efforts of the ACB, NICE provides civic education to
Malawians through sharing information and conducting public meetings using different fora. These
already existing initiatives add value by complimenting the implementation of the Open Government
Partnership (OGP).

While the government has been instrumental in creating systems to fight the evils of corruption,
practical problems have increasingly emerged over the years. To articulate and analyze the challenges
of transparency and accountability confronting the country, there is a need for a radical mind-set
change in attitudes and perceptions on corruption through capacity building and application of
systems thinking. Furthermore, effective coordination of anti-corruption agencies is necessary. This
strategy aims to strengthen the institutional structure, enhance capacity building and increase
resource allocation to institutions responsible for fiscal transparency and accountability such as ACB
and NICE.

The government will continue to strengthen institutions responsible for conducting elections in
Malawi. This will involve providing sufficient capacity to the Malawi Electoral Commission to execute its
mandate with strict adherence to the rule of law. Eeffective delivery of messages designed to
encourage civic participation and discourage voter apathy will be prioritized.

An effort will also be made towards improved procurement in public institutions. The Department of
Public Procurement (DPP) will receive support for institutional strengthening and capacity building in
order to execute their mandate efficiently and effectively. The National Procurement Act will be
enforced to ensure that quality goods and services are procured, delivered and distributed. District
councils will also be empowered to procure goods and services in all the sectors. This will support the
goal of decentralization.

4.3  Public Sector Management

The public sector plays a major role in any society. In many economies, public expenditure forms a
significant part of GDP and public sector entities are substantial employers and major capital market
participants. The public sector determines, usually through a political process, the outcomes it wants
to achieve and the different types of interventions. These include enacting legislation or regulations;
delivering goods and services; redistributing income through mechanisms such as taxation or social
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security payments; and the ownership of assets or entities, such as state owned enterprises.
Governments also have a role in promoting fairness, peace and order, and sound international
relations.

During the MGDS Il implementation period, civil service workers faced a number of challenges that
included low salary earnings, especially for positions in the lower end of the career spectrum, that do
not meet the cost of living. Compounded by slow career progression, inadequate resources and
equipment has led to low morale in the civil service. Effective governance in the public sector will
encourage better decision-making and more efficient use of resources. It will also strengthen
accountability for the stewardship of those resources. Robust scrutiny and a commitment to
transparency will improve public sector performance and reduce corruption. Effective governance
improves management, leading to more effective implementation of the chosen interventions, better
service delivery, and, ultimately, better outcomes.

4.3.1 Public Sector Reforms

The Government's reforms agenda is aimed at creating an efficient, effective and professional public
service. It is evident that issues of competence, performance, and integrity of the public service are
being debated within the general public indicating how important they are in changing the
governance landscape in the country. In agreement with the significant changes taking place in the
broad governance sphere the career service should be reconfigured into a de-politicized and
professional institution to ensure sustainability and continuity of key development programmes. The
public reform agenda represents a people-centred approach that aims to transform every sector of
government, as follows:

I Public Service Management Reforms

These reforms focus on Human Resource Management, Capacity Building, Mind-Set Change
Management and Leadership Building. In addition, reforms encourage greater cooperation between
agencies and ministries which to date have tended to work in silos. It is anticipated that greater inter-
agency cooperation will be much a more effective approach in executing public programmes.

Il Institutional Restructuring
These reforms restructure MDAs by setting up new institutions, reframing existing institutions, and
unbundling institutions.

lll.  Recapitalization
This involves capital injection into institutions or key programmes through Treasury funding, Joint
Ventures, PPP frameworks or Foreign Direct Investments (FDI).

V. Programming

This involves putting in place game-changing programmes in various sectors. The Public Service
Reform Agenda of 2015 will be deepened and enforced so that it anchors the implementation
framework of the key priority areas.

Implementation of reforms is an ongoing process and important milestones continue to be recorded
by the seventeen (17) Ministries and fifty-three (53) Parastatal Organizations (Statutory Corporations)
and all the thirty-five (35) City, Town, Municipal and District Councils who are the newest entrants in
the Reforms Agenda. The Reforms Agenda is one of Malawi's most ambitious programmes, which has
the potential to be the game changer for development.

4.4 Decentralization
Integrated rural development requires that all stakeholders and all groups of people are involved,
regardless of sex, age, race, religion and ethnicity. The Decentralization Policy devolves functions from

the central government to local councils. The Government will ensure that social and economic
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investments and services are efficiently, delivered by all partners to local councils.

The social and economic development interventions will be effective if all sectors are fully devolved so
that policy decisions are made at the local government level for sustainable gains. Upon effective
decentralization, the country will realize participatory planning, implementation, monitoring and
evaluation of policies and programmes; and increased impact of development interventions at the
local level. It is expected that local councils will take an active role in policy decisions that will facilitate
inclusive District Development Plans (DDPs) that are aligned to MGDS Il in order to facilitate
implementation of developmentinterventions as indicated in each of the focus areas.

4.5 Public Finance Management

The Government and her development partners have long recognized the need to improve Public
Finance Management (PFM) systems. Since 2007, the Government has invested in the implementation
of new rules and regulations on financial management and procurement; better internal controls; and
capacity development in the various PFM institutions. During the implementation of the MGDS Ill,
there will be need to address the following challenges: limited resources allocated to support the
implementation of comprehensive PFM reforms; Vulnerable Information Technology (IT) systems and
internal controls that were exposed by the systematic plunder of public resources (Cashgate); poor
connectivity that limited the interfacing and connectivity of stand-alone IT systems to integrated
systems; and limited human capacity in key implementing institutions.

PFM reforms in the following areas will also be pursued: contract management, debt and cash
management, public entities financial management, IT systems, and capacity building.

4.5.1 Contract Management
Poor contract management may be at the root of persistent budget expenditure overruns and rising
domestic debt (unpaid arrears). There is no organized rigorous independent monitoring and
enforcement of contractual provisions, in line with good financial management. = MDAs have,
generally, low capacity to monitor contracts, especially large-scale procurement and building
contracts. In order to instill integrity and accountability in contracts management, the Government will
undertake the following:
e Introduce a legal framework and regulations for implementing, monitoring and evaluation of
government contracts using appropriate threshold levels;
e Develop appropriate capacity and institutional arrangements for delivering services on
monitoring contracts;
e Trainingin contractmanagement functions acrossthe public sector; and
Establish transparent reporting framework on contractimplementation.

4.5.2 Debtand Cash Management
There are persistent problems to track data on disbursements by donors and debt servicing due to the
current use of manual systems. Onthe other hand, the current Debt Management System is not fully
integrated with the overall Government Integrated Finance Management Systems. As a result, annual
financial statements are difficult to produce. New cash management arrangements require
improvements in systems and technical capacity to forecast and analyze funding needs in MDAs. In
both areas, the following interventions will be carried out:
e Acquireintegrated operational technical systems that will interface with the IFMIS and capture

alldebttransactionsincluding projectand donor;

Assess requirements for upgrading and integrating stand-alone systems where they exist;

Introduce domestic debt-tracking functionin the Treasury; and

Build technical capacity and provide appropriate training for planning; analysis and reporting;

and project-related issues like funding negotiations, etc.
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4.5.3 Implementation of reforms

Given that PFM reforms are often cross-cutting, there is need to enhance coordination amongst the
various implementing agents to facilitate smooth implementation. Government will build capacity for
all key implementing institutions to augment the coordinating institution. For governance structures
to be effective, PFM directorate in the Ministry of Finance, Economic Planning and Development will be
strengthened to carry out its mandate through functional review, reforms assessments and capacity
building.

4.5.4 State-Owned Enterprises

The Government of Malawi operates parastatals to offer services, such as water and electricity. In
some instances, the Government operates parastatals to offer goods and services at below-market
cost, for instance, post offices in Malawi. These parastatals are categorized based on their mandate as
regulators, service providers or traders and based on their sources of funds as wholly sub-vented,
partially sub-vented or commercial.

All parastatals need to be well managed so that they both benefit the general public and remit
dividends to the government, as required. During the MGDS Il implementation, Performance
Management Plans and Budgets (PMPB) and a database for all the public and private investment
corporations willimprove the delivery and tracking of dividends from parastatals to the government.

4.5.5 Financial Management

Over the period of MGDS II, the Government strengthened internal controls over public finance
management including oversight functions. Nevertheless, the internal control environment remains
weak. Moreover, the internal auditing arrangements over the systems are largely manual and
periodic. The software for Integrated Financial Management Information System (IFMIS) requires
continuous updates to address changing financial management needs.

During MGDS 11, the following interventions will be achieved: replacing the existing IFMIS Software;
acquiring software to enable continuous monitoring and auditing of IFMIS; reviewing and developing
legal and regulatory frameworks on public financial management such as the Public Finance
Management Act and Internal Audit Act; establishing the Financial Inspectorate to enforce compliance
with public finance management regulations; and building technical capacity of public financial
managementand oversightinstitutions.







CHAPTER 5: MACROECONOMIC
FRAMEWORK

The success of MGDS Il hinges on a well-designed macroeconomic framework which requires a
consistent forecast of macroeconomic variables. Coherent macroeconomic forecasts have been
generated using simulations from the Dynamic Stochastic General Equilibrium (DSGE) Model for
Growth and Development Planning in Africa and the Malawi Model (MalawiMod).

Poverty reduction in Malawi has been slow. Due to macro-economic instability, internal and
exogenous shocks such as plunder of public resources, suspension of donor support, weather-
related shocks, escalating environmental degradation, high-dependency ratio and currency
devaluation. During the implementation of MGDS II, the impacts of the shocks were more
pronounced, leading to increased domestic debt and a high cost of financing. This resulted in
crowding out effect to the productive sectors of the economy such as agriculture, construction and
wholesale and retail trade.

5.1 Policy Options for Implementing MGDS llI
In implementing MGDS I, the following are identified as the key policy options for achieving
sustainable andinclusive growth.

5.1.1 Increasing Public Investment by an additional $1.2 billion

With the scaling up of the investment, the country is expected to double its per capita income in the
medium term from the current level of US$380. This level of GDP per capita is achievable if the country
iscommitted to slow population growth which is currently very high. In order to achieve the maximum
results during the MGDS Ill implementation, itis important that the investment outlay is front-loaded
by allocating a huge portion of the investment resources during the first year and tapers off in the
subsequentyears. Itis proposed that the country should investin the following order: 33% in the first
year, 24% in the second year, 16% in the third year, 16% in the fourth year and finally 11% in the fifth
year. Increase in investment is expected to spur economic growth by creating jobs and reducing
inequality. Investment will be directed towards the flagship projects that have multiplier effects on
other areas.

Considering the limited funds available, allocation of resources will be prioritized to areas that have
immediate and high rates of return, namely the areas of industrialisation, agriculture and energy.
This capital injection will resultin a GDP growth rate of about 6.9% during the first year and an average
of 6.2% in the subsequent years. This will create an estimated 11% increase in employment and tax
revenue.

5.1.2 Financing Arrangements

Since 2010, government expenditures have grown primarily due to statutory expenditures such as
wages and salaries, interest payments, amortization, pensions and gratuities and compensations.
During the implementation of MGDS I, Government policy will be to slow recruitment and manage
annual salary adjustments so that the wage bill will not grow beyond 15 percent. Governmentwill also
minimize growth in arrears and domestic borrowing by converting short-term debt instruments into
long-term debt instruments. Pensions and gratuities will gradually move to the contributory scheme
So as to minimize growth in the “pay as you go” scheme. By decelerating growth in these expenditure
lines, resources can be made available for the flagship projects.

5.1.3 Domestic Resource Mobilization

Government will continue to focus on the policies aimed at expanding the revenue base and
stimulating investment and economic activities. These will include a comprehensive review of the tax
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system in order to: (i) develop an efficient tax system; (ii) broaden the tax base by including the huge
informal sector which is under-represented within the tax net; (iii) develop tax incentives that
promote investments in support of National Development Goals; and (iv) establish ways of improving
the tax refund system.

The Malawi Revenue Authority will commission an Integrated Tax Administration System (ITAS) to
modernize tax administrative processes, including electronic payment of taxes, electronic filing of tax
returns and introduction of risk-based audits for both customs and domestic taxes.

These measures will increase investment expenditure in the flagship projects, enabling quick wins
during the medium term and long-term sustainability pathways. The flagship projects are expected to
spur economic growth and development.

5.1.4 PPP Financing

With the emergence of private sector investors in major growth sectors such as energy, water,
communications, and government policy will promote financing of flagship projects through Public-
Private Partnership arrangements. In the initial year of MGDS lIl, feasibility studies for the flagship
projects will be undertakenin order to attractinvestors.

5.1.5 Capital Market Development

Malawi's capital market remains underdeveloped. This has resulted in sub-optimal investment in
areas that are critical to the country's development. The savings-investment gap is too wide to allow
the heavily short-term deposits to be stretched to long-term investment. There is a huge demand and
supply imbalance for long-term securities. The stock market only trades in equities with no corporate
bond issuances. While the Government hasissued bonds, there is little secondary trading.

Furthermore, the prevailing macroeconomic environment constrains the development of the capital
market. High inflation and interest rates prevent businesses from taking long-term investment
decisions while high-budget deficits and uncertainty of donor support has led Government to borrow
largely through short-terminstruments.

In order to develop a vibrant capital market that is able to fund the long-term investment needs of
both the public and private sector, the Government will provide a supportive policy, regulatory and
institutional framework to spurlong-term economic growth.

Government will promote a broad spectrum of financing instruments; facilitate redirection of funds
from short-term investments to long-term projects; issue long-term debt securities to enable a yield
curve for private and public instruments; encourage long-term savings by expanding the mandatory
pension scheme to the Government and the informal sector; strengthen the legal and regulatory
framework for the capital market; and ensure a stable macroeconomic environment for the efficient
functioning of the capital market.

5.1.6 Concessional Borrowing

To complement domestic resource mobilization efforts, the country should mobilize financing
resources in large part through concessional borrowing. This will ensure that the Government debt is
maintained at sustainable levels and that the private sector is not crowded out.

5.1.7 Improving Project Implementation

The Government will focus on the implementation of the flagship projects and review all the ongoing
projectsinthe Public Sector Investment Program (PSIP) and address all inefficiencies. The DSGE model
predicts aone percentage pointincrease in GDP growth for every 10 percentage pointimprovementin
efficiency. This will be achieved through improvements in public expenditure governance, reduction
of bureaucracy and corruption and better oversight roles in supervision of projects.
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These gains assume that weather-related shocks are managed through enhanced forecast and early
warning systems as well as climate proofing and disaster-risk reduction measures. The country will
focus on up-scaling irrigation agriculture, but the majority of Malawian farmers will continue to
depend onrain-fed agriculture thatis prone to weather-related shocks.

5.2  Fiscal Policy

Government will continue to implement sound fiscal policy in the implementation of the MGDS III.
Among others, investment expenditure will increase in the flagship projects identified in the priority
areas. These projects will be financed from domestic resource mobilization through tax and
borrowing through concessional arrangements. Increased investment will ensure achieving quick
wins during the medium term and setting the foundation for long-term sustainability pathways. The
identified flagship projects are expected to spur economic growth and development in the country
through their multi-dimensional and integrated design. Government is geared towards achieving
fiscal prudence to reduce public resources slippages by among other things improving on the public
financial management.

5.3 Monetary Policy

Between 2012 and 2017, inflation has averaged 21.8 percent. Similarly, the rate at which commercial
banks access funds from the Reserve Bank of Malawi has been maintained at 22 percent. Private
sector credit has declined due to the high cost of borrowing. The Government is committed to
ensuring that the commercial borrowing rate is affordable to the private sector in order to induce
higher levels of investment. With a strict monetary policy, the country is expected to contain inflation
to single-digit levels during the MGDS Il implementation. Between 2017 and 2022, the inflation rate is
projectedto average 7.1% if the proposed policy intervention is adopted.

5.4  Projected Macroeconomic Trend

The average GDP growth rate during the MGDS Ill implementation is expected to be 6.2%. This
assumes an investment of US$1.2 billion financed by both the public and private sector. Public sector
policy instruments will encourage private sector participation in the development of the country. The
table below illustrates the trend of the major macroeconomicvariables in the medium term.
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National Accounts and Prices

Percent Growth

2018 2019 2020 2021 2022
Inflation 5.6 7.1 7.7 7.5 7.7
GDP deflator 6.6 8.2 9.0 8.4 8.7
Total consumption 4.9 5.0 5.0 4.9 5.1
- Private consumption 54 5.5 5.5 5.5 5.7
- Non-profit institutions 3.7 3.7 3.7 3.7 3.7
- Government 3.1 2.7 2.5 2.3 2.2
Total Investment 7.0 7.1 7.1 7.2 7.2
- Government 12.0 12.0 12.0 12.0 12.0
- Private 6.0 6.0 6.0 6.0 6.0
GDP 6.9 6.4 6.1 6.2 6.1
External Sector Percent of GDP

2018 2019 2020 2021 2022

Export of goods and services 28.3 28.1 27.7 27.5 27.2
Import of goods and services 41.4 40.2 38.9 37.9 36.9
Current account balance -3.8 -3.2 -2.9 -2.5 -2.3
Overall balance 2.5 2.5 2.3 2.2 2.0
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Central Government Percent of GDP

2018 2019 2020 2021 2022
Total revenue and grants 29.7 28.8 27.9 27.2 26.6
- Tax and non-tax revenue 24.8 24.2 23.7 23.4 23.1
- Grants 5.0 4.6 4.2 3.8 3.5
Total expenditure 32.8 31.1 29.7 28.6 27.7
Overall balance -3.0 -2.3 -1.8 -1.4 -1.1
Government saving 0.4 1.3 1.9 2.5 3.0

Source: Ministry of Finance, Economic Planning and Development

5.5 Government Revenue and Grants

Success of the implementation of MGDS Ill depends on the availability of financial resources. While a
large proportion of the financing will be through the budget, private sector and other sectoral
stakeholders will be key in implementing the strategy. In the medium term, total revenues and grants
are expected to average 28 percent of GDP. Total expenditure is projected to outweigh the revenues.
Although the country is projecting fiscal overruns in the medium term, the imbalance is projected to

declineinthe medium term.







CHAPTER 6: KEY PRIORITY
AREAS

OVERVIEW OF KEY PRIORITY AREAS

The MGDS Ill intends to concentrate on fewer development areas as opposed to the previous
development strategy. The idea is to maximize social and economic benefits of all the investments
that will be done in the period. In addition, MGDS Il is designed to create a platform for sustainable
and inclusive development by putting emphasis on development areas that have a multiplier impact.
The choice of the five priority areas as articulated below was based on the linkages and impacts they
have on the three sustainable development pillars of environment, social and economic. They were
arrived atthrough nation wide consultations, recommendations from MGDS Il comprehensive review,
impact analysis, sector interlinkages and iSDG model. As such, priority areas were identified and
confirmed. The effective implementation of the Key Priority Areas will translate into integrated
impacts which will affect other sectors through positively reinforcing multiple loops.

For example, investments in the priority area of Agriculture and Climate Change Management will
contribute to national food security, nutrition enhancement, environmental management, agro-
processing, value addition, rural development, manufacturing and trade. Investment in the priority
area of Education and Skill Development will promote increased productivity, youth employment and
technology adoption, Investment in Energy, Industry and Tourism Development will increase
employment, productivity at household, regional and national levels, export promotion and net trade.
Investment in Transport and ICT Infrastructure will augment agribusiness, private sector
development, education and health services, tourism development, global partnerships, as well as
security enhancement. Finally, investment in Health will enhance productivity among the labour
force, land-use planning and human settlements and reduce the human and economic tolls of
disease while also reducing unemploymentand gender inequality.

It is expected that cross-cutting areas will be mainstreamed into the priority areas in the years of
MGDS IIl implementation. The cross-cutting areas include gender balance, youth development,
empowerment of persons with disability, HIV and AIDS management, environment and climate
change management, disaster risk reduction and governance.

The MGDS Ill implementation will be anchored in good governance. The withdrawal of direct support
to the national budget from some development partners has created a shortfall in the fiscal space.
Incidences of corruption have eroded public trust in government and caused misallocation of
resources. This points to the urgent need for strong governance and reliable judicial systems to
implement MGDS IIl. In this way, the MGDS Il will realize its objective of fostering a productive,
competitive and resilient nation.

6.2 AGRICULTURE, WATER DEVELOPMENT AND CLIMATE CHANGE MANAGEMENT

Agriculture remains key for Malawi in terms of driving economic growth and development of the
country. Traditionally, the agriculture sector has been_composed of subsistence and a commercial
subsector growing the cash crops of sugar, tea, tobacco and cotton. The sector accounts for around 28
percent of the country's GDP and contributes over 80% of the country's national export earnings.
Approximately 64.1% of the country's workforce contributes to the sector which is also critical to the
nation's food security. Population growth has reduced the number of square kilometers of arable
land per person. Afar more productive agriculture sector is needed to harvest sufficient food to keep
pace with demand.

The sector's productive capacity is undermined by climate change, as well as post-harvest losses, lack
of agriculture diversification, low irrigation development, small landholding sizes, land degradation,

under-use of meteorological information and underdeveloped market systems. Between the periods.

32



Building a Productive, Competitive and Resilient Nation

0f2017-2022, ADMARC’ depots will be better utilized to protect rural communities from price volatility.
It is expected that ADMARC markets will assist rural farmers in selling their farm produce and
simplifying access toimproved seed and other agricultural inputs.

Realizing that climate change has adverse impacts on the agriculture sector, a number of adaptation
and mitigation strategies will be put in place to address the adverse effects of climate change on the
sector. Adaptation will enhance preparation for and negate the effects of climate change, thereby
reducing its impact on vulnerability of communities and ecosystems. On the other hand, mitigation
avoids escalating the risk of climate change by reducing further release of Green House Gases (GHGS)
and by sequestration of GHGs from the atmosphere. Both adaptation and mitigation are not only
relevant in agriculture sector, but also other areas. The other affected areas include environment,
forestry, water resources, parks and wild life, women and youth productivity, child development,
health, education, energy, industrial production and transportation.

Projects addressing climate change in Malawi have tended to be small, fragmented pilot projects. In
contrast, MGDS IIl will involve a systemic approach to promote agro-processing, value addition and
manufacturing initiatives, while enhancing ecosystem integrity. Efforts will focus on developing water
resources and ensuring that they are sustainably managed to support interventions in agriculture,
health, energy and transport sectors. Sustainable approaches to harnessing water for irrigation will
minimize water shortages, environmental degradation, social conflicts and health risks. In addition,
due to climate change, water reservoirs do not get adequately replenished. This affects ground waters
which call for water recharge mechanisms. It is required for government and all stakeholders to
conserve water and improve access to potable water.

’ADMARC is the Agricultural Development and Marketing Corporation, a Government-owned parastatal
founded in 1971 to promote the Malawian economy by increasing the volume and quality of agricultural exports.
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Considering that effective response to climate change is context-specific and often best addressed at
the local level, timely, site specific and accurate weather forecasts is essential. While the Malawi
meteorological service sector has provided useful information, the sector is facing challenges such as
fewer functional observational stations, shortage of trained personnel, vandalism of equipment, weak
telecommunications support systems, and inadequate data processing and information
dissemination facilities. These challenges compromise service delivery to meet national, regional and
international benchmarks. Redress of climate impact span other sectors such as waste management,
transport industry and other carbon emitting sectors so that mitigation and adaptation activities go
beyond management of weather variations. Addressing these challenges will ensure that actors in
climate sensitive sectors can make informed decisions. The government will also focus on strategies
that mitigate the effects of climate change and_empower women, the youth and vulnerable groups as
enshrinedin the National Agriculture Policy (2016).

Goal
To achieve sustainable agricultural transformation and water development that is adaptive to climate
change and enhances ecosystem services.
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TABLE 3: OUTCOMES AND STRATEGIES FOR AGRICULTURE, WATER DEVELOPMENT AND
CLIMATE CHANGE MANAGEMENT

Outcome

Strategy

AGRICULTURE

Increased agricultural
production and productivity

e Promoting and strengthening agricultural extension and rural advisory
services.

e Supporting inclusive agricultural innovation systems for research,
technology generation, and dissemination.

Increasing agricultural mechanization
Promoting infrastructure investments for large scale irrigation
schemes.

e Facilitating and supporting improved coordination and capacity as well
as infrastructural development for improved agricultural service
delivery.

e Promoting reforms of agricultural institutions and programmes to
make them more sustainable and cost effective.

Increased land under irrigation

Developing areas with irrigation potential
Conducting and promoting research and use of appropriate
technologies in irrigation

e Enhancing technical and institutional capacities in irrigated agriculture.

Increased agricultural
diversification

e Promoting diversified crop livestock production and utilization
e Promoting and encouraging sustainable fisheries management and
commercial aquaculture development.

Improved nutrition and food
security

Fostering adequate market supply of diverse and nutritious foods
Promote technologies that reduce post-harvest losses in storage,
preservation and food processing

e Promoting private sector investments in production, processing and
marketing of high quality nutritious foods; including complementary
food.
Promoting bio-fortification and fortification of major staple food.
Promoting food and nutrition education for all
Promoting education and research into use, propagation and
conservation of indigenous Malawian food.

Increased agriculture market
development, agro-processing
and value addition

e Promoting regional and global exports of value-added agricultural
commodities.

e Supporting improvements in quality standards and grading systems
for all agricultural commodities.

e Promoting the development of efficient and inclusive agricultural value
chains.

e Facilitating the creation of new structured markets, especially in
oilseeds, sugarcane, livestock, and animal feed and fisheries products.

e Strengthening and harmonizing agricultural market information
systems.
Ensuring transparency in trade policies and regulations.
Promoting agricultural value addition and agro-processing.
Coordinating and strengthening agricultural marketing.
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Outcome

Strategy

AGRICULTURE

Enhanced agricultural risk
management

e Promoting climate-smart agriculture and sustainable land and water
management.

e Promoting integrated soil fertility management.Promoting sustainable
irrigation in crop production.

e Promoting integrated conservation and utilization of Malawi's rich
agro-biodiversity.
Promoting market risk management.
Harmonize key messages and incentives on climate-smart agriculture
and sustainable land and water management.

e Promoting integrated pest and disease management.

Increased empowerment of the
youth, women, persons with
disability and vulnerable
groups in agriculture

Promoting establishment of cooperatives.
Promoting access to, ownership and control of productive resources.
Promoting agricultural education and technical training for women,
youth, and vulnerable groups.

® Promoting access to finance for women, youth and

vulnerable groups in agriculture.

WATER DEVELOPMENT

Increased access to water
resources

e Improving efficient and sustainable use of water in all irrigation
schemes.

e Supporting integration of irrigation in power generation in sustainable
water management investment.
Enhancing rainwater harvesting, conservation and utilization;
Improving water supply in rural and urban areas.
Promoting empowerment of local communities to properly develop
and manage catchment areas.

Enhanced integrated water
resources management at all
levels

e Institutionalizing practical Operations and Maintenance (O&M)
framework at all levels.

e Promoting community-based management of rural water supply
facilities.

e Strengthening monitoring and evaluation system for water utilization
and management.

e Promoting scientific research and investigation.

CLIMATE CHANGE MANAGEMENT

Improved weather and climate
monitoring for early warning,
preparedness and timely
response.

e Promote effective and efficient generation, analysis and utilization of
reliable, responsive, high quality, up to date and timely climate
services.

e Improving spatial (by area and agro-ecological zone) weather and
climate monitoring and prediction systems through automation and
other IT advances.




Building a Productive, Competitive and Resilient Nation

Outcome

Strategy

CLIMATE CHANGE MANAGEMENT

Strengthened policy operating
environment for climate
change and meteorological

Harmonizing climate change related policies.
Developing and enforcing legal and regulatory framework in climate
change management.

services e Mainstreaming climate change issues in sectoral policies, plans and
programmes.
Enhanced community e Promoting the adoption of low carbon emission development

resilience to climate change

strategies.

impacts e Improving adoption of climate change adaptation and mitigation
measures.

Enhancing cross sectoral coordination of climate change programmes.
Improving access to domestic bilateral and multilateral climate

financing and private sector investments.

Enhanced climate change °
research and technology
development

Promoting research, technology development and transfer in climate
change and meteorology.

6.3 EDUCATION AND SKILLS DEVELOPMENT

An educated and skilled population will help Malawi achieve economic growth and the SDGs. Malawi's
high unemployment rate of over 20% is linked to its need for educational reform. Basic literacy among
adults is estimated at 65.75%°. Clearly, there is a need for adult literacy programmes. Providing
Functional Adult Literacy Programmes will give young people and adults who did not complete
primary school an opportunity to achieve literacy.

Malawi needs to improve its transition rate from primary to secondary and from secondary to tertiary
level education. Asof 2017, only 16% of children transition from primary to secondary school, and of
those, only 8% move on to tertiary education. The youth who complete their secondary education and
do not proceed to higher education tend to be unemployed.

In order to match educational curriculum with the needs of the current labor market, the education
system needs to be reformed, specifically with regard to STEM’ subjects and entrepreneurship to
develop a pipeline of talent for the STEM-related job market. Investment in STEM education will help
the country to produce a demographic dividend through improved productivity. This is in line with the
SDGs interestin ensuring quality education for all.

Increased access to training and
skills development opportunities
regardless of class, gender, age and
disability in our society is pivotal
towards capacity development and
empowerment among all
Malawians especially the
disadvantages. The shortage of
skills development should be
addressed in order to enable the
Malawians provide labour and
contribute towards productivity in
the economy. Education reforms

]UNESCO Institute for Statistics (2016)

°STEM stands for Science, Technology, Engineering and Mathematics
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shall include focus on innovation, skills development, science & technology, and entrepreneurship.
This will ensure relevance of our systems to the needs of the industry and prepare young men and
women for productive employment within and outside Malawi.

Sustainable development of the country hinges upon participation of all people by devoting their
energy and skills to various available opportunities.

However many Malawians are illiterate such that they face challenges to participate in planning and
implementation of development intervention. Therefore adult literacy will be emphasized to help
illiterate population to understand and translate issues for the advancement of their life. In Malawi,
literacy rate is estimated at 65.75% of which for males is 73% and 59% for females (2016 UNESCO
Institute for Statistics). This therefore calls for enhanced Functional Adult Literacy Programme to give
a chance to young people and adults who dropped from primary school and those who did not attend
school to offer them learning opportunities.

Goal
Improve quality and relevant education and skills for all.

TABLE4: OUTCOMES AND STRATEGIES FOR EDUCATION AND SKILLS DEVELOPMENT

Outcome | Strategy

BASIC EDUCATION

Improved access and equity to e Promoting Early Childhood Development active feeding and
Early Childhood Development stimulation-learning activities at an early stage for all children.
(ECD) e Promoting early detection, intervention and inclusion of

children with special needs.
e Promoting early childhood care for orphans and vulnerable

children.
Improved quality ECD services for e Enhancing service delivery that promotes gender equality
children in Malawi values in ECD.

e Strengthening the institutional framework for the delivery of
ECD services.

Improved quality and relevance of e Improving teaching inputs to facilitate more effective learning.

primary education e Reducing class sizes to facilitate more effective learning
through progressively recruiting trained teachers.

e Enhancing the relevance of primary school curriculum.

e Ensuring the availability of Teaching and Learning Materials
(TLM) including for special needs learners.

e Reinforcing inspection and supervision system of primary
education.

e Improving incentives to teachers and supervise their
performance.

e Improving access to basic health services that meet girls’ and
boys' needs in all primary schools.

e Regulating and standardizing private sector participation in
basic education.

Improved access and equity in e Improving net school enrolment and completion rates,

basic education including for those disadvantaged by gender, poverty, special
needs and geographical location.

e Improving, expanding and maximizing the use of permanent
infrastructure such as classrooms, school facilities and
teachers’ houses.
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Outcome

Strategy

BASIC EDUCATION

e Strengthening complementary basic educational modalities
for learners including Interactive Radio Instructions (IRI) and
Open and Distance Learning.

e Building and upgrading education facilities that are child,
disability and gender sensitive and provide safe and effective
learning environment.

e Introducing comprehensive programmes at the formal and
non-formal levels including adult education.

Improved governance and
management of basic education

e Mobilizing communities to participate in school development
and management activities.

e Monitoring performance and strengthening internal efficiency
of basic education system.

e Ensuring full decentralization of education services.

SECONDARY EDUCATION

Increased access to secondary
education for both boys and girls
and those with special needs

e Constructing and expanding secondary school physical
infrastructures that are disability and gender sensitive.

e Providing bursaries and cash transfers to disadvantaged
learners.

e Supporting mainstreaming of special needs in secondary
education.

e Increasing number of qualified teachers equitably deploying
them in secondary schools.

Improved quality of secondary
school education

e Providing TLM to secondary schools.

e Enhancing the relevance of secondary school curriculum.

e Reinforcing inspection and supervision system of secondary
education.

Improved governance and
management of secondary
education.

e Ensuring full decentralization of secondary education services.

HIGHER EDUCATION

Improved access and equity in
higher education

e Institutionalizing Public-Private Partnership (PPP) in higher
education.

e Providing targeted scholarships and loans to needy students
in both accredited public and private universities.

e Providing alternative modes of higher education provision.

e Providing special needs programmes and related resources
and facilities.

Improved quality of higher
education

e Expanding higher education infrastructure.

e Improving usage and access of ICT in higher education.

e Promoting research, technology development and transfer in
all higher education institutions.

e Developing higher education institution programs that are
relevant to the prevailing needs of the nation.
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Outcome

Strategy

HIGHER EDUCATION

Improved Governance System of
higher education

e Harmonizing higher education institutions' Legislation.

e Encouraging cost sharing and fundraising activities in all public
universities.

e Legislating the National Qualification Framework.

e Establishing collaboration mechanisms with external colleges
and universities.

e Strengthening higher education ICT and Management
Information System.

ADULT LITERACY

Reduced illiteracy levels among
adults for effective participation in
socio economic development

e Establishing a clear linkage with formal education and other
economic activities

e Establishing more literacy centers and accessible to male and
female learners.

e Enhancing access to and providing quality post literacy
initiatives.

e Promoting participation of the public and private sectors in
the delivery of adult literacy.

e Enhancing coordination, collaboration and partnership
between government and non-state actors in adult literacy
provision is improved.

SKILLS DEVELOPMENT

Improved access and equity in
skills development training

e Increasing training centres for skills development in the
artisanal, technical and professional fields.

e Ensuring the equitable participation of women and other
marginalised groups in skills development training.

e Providing financial support to needy students particularly girls
in accredited training institutions.

e Enhancing workforce capacities and supportive systems.

Improved productivity and quality
of labour force

e Providing necessary and relevant equipment and skills for
teachers in the training centers.

e Linking up training institutions to companies for hands-on
training.

e Reviewing secondary education curriculum to inspire students
to take up blue-collar jobs.

e Established national volunteer service program.

Increased gainful and decent
employment for all

e Eliminating worst forms of child labour.

e Promoting decent employment in both formal and informal
sectors.

e Enhancing compliance to labour standards.

e Transitioning the informal economy.
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6.4 ENERGY, INDUSTRY AND TOURISM DEVELOPMENT

Energyisthelifeblood of the economy as it serves as a crucial input to all economic and social services.
Awell-developed and comprehensive energy sector can improve service delivery and increase outputs
in industries such as manufacturing, trade, tourism and other services. Access to clean, reliable,
reasonably-priced and sustainable energy supply is central to maintaining and improving the living
standards of people. It enables communities to power homes, schools, health facilities and support
productive businesses. However, in Malawi, energy has been inadequate to satisfy the current
demand both forindustry and domestic use.

Malawi is endowed with a wide variety of energy sources including coal, fuel wood, solar, hydro and
wind. However, Malawi depends largely on biomass as its major source of energy. Biomass produces
89% of all energy, while electricity contributes just 3% of Malawi's energy. The current demand of
electricity is at 600 Megawatts (MW), but the country is producing around 351MW, a figure which itself
is declining due to small amounts of rainfall. Interventions in this sector should increase production
and accessto sustainable energy.

Industrialization and structural transformation of the economy are essential to maintain the long-
term economic growth of a country. This is needed to raise per capita income, create sufficient rural
and urban jobs and viable entrepreneurship opportunities for both men and women, widen the tax
base to finance Malawi's welfare requirements and address an unsustainable trade deficit.
Industrialization also benefits other sectors such as Tourism, Health and Education, all of which rely on
energy development. Attention will also be placed on mining exploration, extraction and regulation to
unleashthe sector's potential and empower the rural masses who live around mining sites.

The Tourism sector contributed 7% of the GDP and accounted for 6.2% of total employmentin 2016". If
developed, it can promote job creation in both urban and rural areas. Tourism also creates a demand
for farm and lake produce as well as for services such as carpentry, plumbing, repairs, taxis/transport,
and sale of curios and other goods to tourists. Tourism is therefore an important factor in the
economic development of the country.

Malawi has a diversity of natural, cultural and man-made attractions with great potential for tourism
development. Unfortunately, the natural resource base is facing tremendous pressure from
unsustainable and illegal activities. Mulanje cedar for example, is a species of tree native to Mulanje
Mountain thatis on the verge of extinction from the wild as only seven trees are remaining. The black
rhino was hL\mted almost to extinction and has only been reintroduced through PPP arrangement to

\ . T
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""Malawi Economic Report (2016)
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boost the Tourism sector. Improved management and conservation of wildlife and cultural resources
are critical.

In addition, Malawi has a rich and diverse cultural heritage. There are several distinct ethnic
communities in Malawi and each possesses a unique set of cultural practices, beliefs and values.
Common among the ethnic societies of Malawi are the humility and friendliness of its people which
has earned the nation the name, “Warm Heart of Africa.” However, with the increased influence of
globalization and foreign cultural practices and norms, in addition to Malawi's transition to democratic
ideals, different indigenous cultural practices risk being forgotten or exploited. There is therefore a
need to putin place measures that will ultimately translate to sustainable revitalization, preservation,
conservation and promotion of Malawi's cultural heritage for posterity, education and eco-tourism.

Goal
Provide sufficient sustainable energy for industrial and socio-economic development.

TABLE5: OUTCOMES FORENERGY, INDUSTRY AND TOURISM DEVELOPMENT

and sustainable energy
supply.

Outcome | Strategy
ENERGY
Improved access to reliable e Ensuring reliable supply of electricity to key social and

economic development areas.

Ensuring the connectivity to the international power grid.
Constructing additional hydro power stations along major
rivers.

Promoting private sector investment in energy generation
and distribution through PPPs and Independent Power
Producers (IPPs).

Improved access to
affordable alternative
sources of energy.

Promoting the use of energy efficient technologies and
designs.

Promoting the production and use of alternative sources of
energy.

Enhanced use of renewable
and clean energy in the
underserved communities

Ensuring sustainable fuel wood management.

Promoting the use of renewable and clean energy.
Promoting sustainable environmental and social
management principles in energy development programs.
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Outcome

\ Strategy

INDUSTRIAL DEVELOPMENT

Improved environment for
investment and private
sector development

Addressing barriers to investment for both local and foreign
investment.

Broadening the one-stop centre initiative.

Establishing special economic zones (SEZs) and business
sourcing initiatives.

Reforming the regulatory framework.

Creating a platform to link up players for market access and
competitiveness.

Providing rational incentives throughout the supply chain.

Increased production and
export of manufactured
products

Developing industrial extension program linking farmers and
agro-processing industries.

Promoting diversification of export goods and services.
Promoting dissemination of products and market
information.

Negotiating for preferential market access for Malawi
products.

Increased capacity for standards certification of products and
services.

Enhanced production and
sound management of non-
renewable resources

Reviewing legal and institutional framework.

Enforcing legislation on sustainable use and management of
mineral resources including sand mining.

Improving transparency in the management of the sector
through the Extractive Industries Transparency Initiative (EITI).
Increasing exploration and mining of mineral resources; and
Improving participation and regulation of artisanal, small and
medium scale miners.

TOURISM

Improved investments in
tourism support
infrastructure

Ensuring participation of local investors in the tourism
industry.

Increasing data gathering and analytical capacity for tourism
statistics.

Promoting Malawi as tourism investment destination.
Zoning and developing prime land for tourism investment.
Creating conducive environment for tourism investment.

Improved quality of tourism
products and services

Promoting conservation of wildlife and culture.

Enhancing marketing of Malawi's tourism products.
Promoting eco-tourism.

Enforcing tourism industry standards and planning controls.
Strengthening institutional capacity to manage and conserve
protected area and ecosystems.

Promoting and regulating wildlife farming and utilization.
Encouraging community wildlife conservation and monitoring.
Improving law enforcement and effectiveness.
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Outcome \ Strategy

TOURISM

Improved conservation and e Developing and maintaining cultural and natural heritage
management of cultural sites.

heritage resources e Promoting the preservation of museum artefacts and

specimens and upgrading retrieval system.
e Facilitating construction of community cultural infrastructure.
e Developing and updating cultural legal framework.
e Preserving Malawi's history and positive cultural values.

6.5 TRANSPORT AND ICT INFRASTRUCTURE

Transport and ICT are pivotal in accelerating growth of other sectors and act as enablers for poverty
reduction and wealth creation. Access to safe, affordable and sustainable transport and ICT is critical
toward enhancing the economic competitiveness of any country. Efficient transport systems are
associated with economic and social benefits that result in multiplier effects such as improved
accessibility to markets, particularly for rural populations, employment and enhanced investments.
On the other hand, ICT forms the backbone of business activity, productivity, trade and social
advancement. When pursued together, Transport and ICT rely on each other with Intelligent
Transportation System (ITS) requiring the use of ICT for effective and efficient outcomes and in return
the transport network supports ICT activities. The 2017 Global Competitiveness report ranks Malawi's
infrastructure extremely low on position 135 out of 138 economies, which is well below other SADC
countries. High transport costs in part result from the country's landlocked position and poor
infrastructure. Population growth has undermined the progress made towards infrastructure
development. In this regard, a conducive environment will be provided for continued investments in
maintenance, expansion and modernization of infrastructure with greater emphasis on Transport
and ICT.

Malawi has a multi-modal system consisting of road, rail, air and inland water transport. The country's
transport system is dominated by road which carries more than 70% of internal freight and close to
90% of international freight. The road network provides access to only about 26% of Malawi's
population. An efficient rail and water transportis cheaper to road transport especially for bulk freight
over long distances. However the rail routes remain unreliable because of poor infrastructure and the
water transport is not fully developed with dilapidated ports infrastructure. In this respect, focus will
be on developing road, rail, air, and water transport infrastructure including development of Nsanje
World Inland Port as away of improving multi-modal transport.

While Malawi's contribution to global GHG emission is negligible, implementing some activities under
climate change mitigation would have major economic, environmental and health benefits. Enforcing
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vehicle emission standards would improve fuel efficiency.

ICT continues to contribute significantly towards GDP and could be further nurtured to enhance its
performance. The ICT faces several challenges including high cost of ICT services and sporadic
provision of services in terms of coverage. The mobile network coverage rate is impressive at 85%;
however, the network availability is intermittent and has not spurred development. The country has a
tele-density of about 19% which is below the SADC regional average of around 40%. The country has
22 licensed Internet Service Providers (ISPs) with 10 active ISPs serving a limited customer base. The
focus therefore will be to increase coverage, affordability and utilization of ICT by ensuring universal

accessto ICT infrastructure.

Goal

Develop a safe, affordable, reliable, equitable and sustainable transport and ICT infrastructure.

TABLE 6: OUTCOMES AND STRATEGIES FORTRANSPORT AND ICT INFRASTRUCTURE

Outcome \ Strategy
TRANSPORT
Reduced travel time and costs for e Undertaking systematic maintenance and

persons and goods

rehabilitation of infrastructure such as road network;
Ensuring an integrated, well- managed, viable and
sustainable transport infrastructure.

Improved transport reliability, .

levels of service and efficiency

Providing a framework for the development of an
efficient transport system;

Promoting intermodal competition or
complementarity, where feasible;

Providing safe, reliable, effective and efficient
transport operations;

Developing an efficient and productive maritime
transport infrastructure.

Enhanced access to local and °

international markets

Developing transport corridors in order to improve
the competitiveness of Malawian goods and services
on the regional and international markets;
Developing the Nsanje World Inland Port.

Improved access to inclusive .

social and public services

Providing access to safe, affordable and sustainable
transport system with special attention to the needs
of those in vulnerable situations including persons
with disability, pedestrians and cyclists;

Promoting an environmentally sustainable and
climate resilient transport system.

Reduced accidents and their e Reviewing and enforcing transport regulations.
derived human and economic

costs

Increased private sector e Mobilizing private businesses to engage in

investment in the operation and

management of transport °

infrastructure

transportation sector to improve competition;
Promoting PPP in operation and management of
transport infrastructure, such as toll-gates.
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Outcome

| Strategy

INFORMATION COMMUNICATION AND TECHNOLOGY (ICT)

Increased access to information
and communications services

Promoting the participation of community
broadcasting stations, private couriers and privately
owned telecommunication service providers;
Improving regulatory framework of the ICT sector;
Developing public online services;

Promoting community ICT and multipurpose
information centre.

A well-developed ICT broadband
infrastructure service provision

Improving broadcasting distribution, content and
coverage;

Creating a conducive environment to attract
investment in ICT infrastructure and services;
Enhancing enforcement of ICT regulation to protect
the public from undesirable effects of ICT;

Promoting integration of ICT into core sector policies,
strategies and operations;

Developing a reliable, fast, adaptive and robust ICT
infrastructure.

Increased stock of ICT skilled and
industry ready workforce in public
and private sector institutions.

Intensifying ICT research education and training in all
sectors;

Developing capacity to generate reliable and accurate
local content.

Improved efficiency in postal
services

Introducing economic and social services in the Postal
Sub-sector;

Enhancing the current postal services;

Promoting innovations in postal services.
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6.6 HEALTH AND POPULATION

Health is the linchpin for social economic development. Improving health outcomes is essential and
also a prerequisite for increased national productivity, accelerated economic growth and poverty
reduction. Health has significant trickle-down social-economic effects on other key elements of
developmentincluding population, education, agriculture, and industry,among others.

Health and population are intervening variables in their interactions with development. These are
determinants as well as consequences of each other. For instance, health status influences all
components of population change as it directly and indirectly affect levels of mortality, fertility and
migration. Conversely, a high population growth rate contributes to increased need for basic
necessities of life such as food, health and shelter.

Malawi has made substantial health gains under the MGDS IIl. MGDS Il targets for under-5 mortality
and infant mortality were surpassed, 63/1000 live births against a target of 78/1000 live births for the
former and 42/1000 live births against a target of 45/1000 for the latter. There was also a steady
decline in the Maternal Mortality Ration (MMR) which was estimated at 439/100,000 live birthsin 2016,
down from 675/100,000in 2010. The HIV prevalence among women and men age 15-49 age decreased
between 2010 and 2016 from 10.6% to 8.8%. Neonatal Mortality Rate (NMR) was estimated at 27/1000
live births in 2016, down from 31/1000 live births in 2010. Despite the progress, Malawi's MMR
andNMR are among the highest in Sub-Saharan Africa. Malawi also has a low life expectancy at birth,
57 years for males and 60 years for females. Malawi suffers from a high disease burden from
communicable diseases and anincreasing burden from non-communicable diseases (NCDs).

Malawi has one of the world's highest population growth rates at 3% per year. If the population grows
atits current rate, it is expected to double by 2054. Amidst high fertility rates, Malawians increasingly
desire smaller families. While the current average family size is about 4.4, ideal family size, as reported
by both men and women, is 3.7. Thus, the continued high population growth rate is an indicator of
several development failures, including high rates of child marriage, teenage pregnancies, and lack of
access to and use of quality family planning services.

The healthcare system in Malawi faces many challenges, including shortage of essential medical
products and technologies; high vacancy rates for human resources for health, inadequate medical




THE MALAWI GROWTH AND DEVELOPMENT STRATEGY (MGDS) Il

equipment and infrastructure; parallel data reporting systems which weaken the mainstream
monitoring and evaluation system and weak governance structures at all levels.

The growing population places a rising demand for healthcare services amidst limited resources. In
terms of investment in the health sector, Malawi has the lowest per capita investment in Southern
Africa, at $39 against the SADC regional average of $229 and is highly dependent on external
resources. Even with this little investment, Malawi is the only country that offers free public healthcare
in the entire region. Moreover despite high poverty levels, households' out-of-pocket (OOP)
expenditure for health stands at 24% of household income which is one of the highest in Africa. This is
in contradiction with the Universal Health Coverage (UHC) policy on health-financing which
recommends that countries move towards reducing the financial burden on households when
accessing healthcare.

Adjusting for population growth in 2022, Malawi will need to spend at least $775 million on health per
year just to maintain the status quo, and about US$2.8 billion per year to meet the SADC average,
comparedtothe 2017-2018 health budget allocation of approximately US$177 million.

Between 2017 and 2022, Malawi will be working to ensure that all Malawians access quality of
healthcare. To this end, there is need to increase investment to programmes such as modern family
planning. This is crucial to the nation's economic and social success; unlocking people's potential to
achieve sustainable development.

Goal
Improve health and quality of the population for sustainable socio-economic development.
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TABLE 7: OUTCOMES AND STRATEGIES FOR HEALTH AND POPULATION

Outcome

\ Strategy

HEALTH

Effective health sector
planning at all levels

Strengthening health organizational structures at national,
regional and facility level;

Implementing full decentralization in the technical,
administrative, and management functions of the health
sector;

Increasing utilization of Health Management Information
System (HMIS);

Promoting evidence-based decision making in the health
sector.

Improved access and
equitable health service
delivery

Strengthening healthcare systems at community level;
Expanding comprehensive primary and reproductive
health care programmes;

Promoting community participation in planning,
implementation, and Monitoring and Evaluation (M&E) of
health issues;

Improving health infrastructure in health facilities.

Improved quality of health
services, patient safety and
people-centered services

Enhancing use of ICT in health care provision;
Strengthening cooperation with donor agencies as well as
NGOs involved in the delivery of healthcare services;
Developing a harmonious working relationship between
traditional and modern practitioners;

Improving health campaign initiatives;

Enforcing health policies and legislation at all levels.

Improved domestic financing
for health

Increasing allocation of national budget to health;
Expanding user fees and insurance schemes to ensure
sustainability of health service provision;

Expanding Service Level Agreements (SLAs) beyond
Christian Health Association of Malawi (CHAM) to include
other private practice facilities.

Increased retention of
human resources for health

Building human resources capacity at all levels;

Developing a career structure that is inclusive of both male
and female staff within areas of expertise and
specialization.

Reduced incidence and
prevalence of diseases

Strengthening prevention and management of infectious
diseases such as: malaria, bilharzia (schistosomiasis),
tuberculosis, diarrhoeal diseases, acute respiratory
infections, HIV/AIDS and sexually transmitted diseases;
Designing appropriate programmes to deal with emerging
non-communicable diseases such as diabetes mellitus,
hypertension, heart disease, cancer and other diseases;
Generating quality health information and make it
accessible to all intended users for evidence-based
decision-making.
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Reduced morbidity and
mortality due to
malnutrition

Increasing access to timely and effective management of
common nutrition disorders;

Promoting nutrition education and counselling, especially
amongst low income groups;

Integrating nutrition in value chains for nutrition
improvement;

Promoting dietary diversity and consumption of high
nutrient value by addressing the production and marketing
bottlenecks particularly of fruits.

Improved hygienic and
sanitation practices

Providing and promoting use of improved and accessible
sanitation facilities in all public places;

Promote adoption of safe water and sanitation practices at
individual and household levels;

Improving management and disposal of both liquid and
solid waste.

POPULATION

Slowed population growth

Promoting family planning and Sexual and Reproductive
Health Rights (SRHR);

Improving access, delivery and utilization of sexual and
reproductive health services to all;

Providing age-appropriate, comprehensive sexuality and
reproductive health education for both in- and out-of-
school youth.

Skilled and empowered
youth population

Increasing completion rate up to secondary school level for
boys and girls;

Increasing access to affordable credit facilities for youth;
Creating job opportunities for the youth;

Introducing innovative school-based curriculum.

Increased maternal,
neonatal, infant and child
survival

Ensuring increased utilization and access to Basic Health
Package (BHP) within 5km radius;

Increasing distribution of Long Lasting Insecticide Nets
(LLINs) for pregnant women and children;

Increasing coverage of immunization services.

Increased Policy and
Legislative Measures
focusing on population

Developing a Population Act and a National Population
Policy framework;

Addressing the vulnerabilities caused by population
ageing;

Managing migration and urbanization;

Enforcing legislation against harmful practices that impact
adversely on population and development including child
marriage.

Effective population and
development planning at all
levels

Integrating demography in national planning and
development;
Strengthening national vital registration systems.

Increased awareness on
population and development

Intensifying Information Education and Communication
(IEC) on population and development;

Reviewing cultural practices and discouraging those that
impact adversely on population and development.







CHAPTER 7: OTHER
DEVELOPMENT AREAS

7.1 FINANCIAL SERVICES

The financial sector plays a critical role in mobilizing and channeling financial resources for long- term
investment and economic development of any country. The sector will be critical to achieving
economic growth envisaged in this strategy as it will support the attainment of the objectives of the key
priority areas through mobilization of both domestic and international resources. In order to meet the
financing needs of the country's growing economy the financial system needs to be efficient, stable
andinclusive.

Malawi's financial system is still developing. Some of the challenges facing the sector include:

e Highinterestrates

e Underdeveloped capital markets that remain narrow and illiquid, limiting access to long-term
financing and the country's capacity for local debt and equity financing

e A lack of innovative financial instruments, notably those geared towards Micro, Small and
Medium Enterprises.

e Lack of national identification system which makes it difficult for financial institutions to
identify customers.

e Lowfinanciallliteracy affecting the uptake of financial services and products.

Due to these challenges, 51% of
the adult population in Malawi is
without access to any type of
formal or informal financial
service. This is below the
regional average. Many people
lack savings accounts; credit
from formal credit providers;
and insurance. They rarely make
or receive payments through
formal channels, thereby
increasing their financial
vulnerability. The focus of MGDS
1l in the area of financial
services will be access by all
citizens to a range of high-
quality financial services.

Goal

To create a vibrant, efficient,
stable and inclusive financial
sector that will meet the
financing needs of all.
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TABLE 8: OUTCOMES AND STRATEGIES FOR FINANCIAL SERVICES

Outcome

Strategies

Improved digital payments
ecosystem in the financial
service provision

Enhancing bank reach through broader distribution
footprint.

Increasing mobile money penetration and
utilization.

Empowering alternative financial services
distribution channels (including the post office,
retail chains and filling stations).

Enhancing utilization of financial infrastructure such
as national switch.

Digitising Government payments (both receipts and
payments).

Supporting the enabling regulatory framework.

Increased savings and
investment opportunities

Leveraging savings groups by exploring
partnerships with formal financial service providers.
Introducing voluntary personal pension targeting
both formal and informal sector.

Improving product development by service
providers to make them relevant to the low income
people and MSMEs.

Facilitating issuance of long term debt instruments
by the Government and other public and private
institutions.

Increased access to credit
targeting farmers and other
MSMEs

Supporting expansion of microfinance institutions
as the primary formal providers of MSME and
agricultural credit.

Facilitating extension of input credit to farmers
through existing value chains.

Creating an enabling environment to support
growth of MSMEs and farmers.

Establishing development finance institutions to
support agriculture and MSMEs.

Increased insurance
penetration to mitigate risks

Developing and implementing a strategy for the
insurance sector to ensure sustainable growth of
key sectors of the economy.

Improving insurance business model.
Developing regulatory framework for micro-
insurance.

Enhanced consumer
empowerment and effective
financial education

Promoting service-provider-led education.
Strengthening consumer protection framework.
Promoting financial literacy initiative.

Enhanced policy and regulatory
framework for the financial
sector

Reviewing and enforcing financial sector laws and
regulations.
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7.2 DISASTER RISK MANAGEMENT AND SOCIAL SUPPORT

Malawi faces a number of disasters, both natural and human induced, which include floods, droughts,
stormy rains, strong winds, hail storms, landslides, earthquakes, pest infestations, disease outbreaks,
fire and accidents. The intensity and frequency of disasters has been increasing, in light of climate
change, population growth, urbanization and environmental degradation. Disasters disrupt people's
livelihoods, endanger human and food security, damage infrastructure and hinder socio-economic
growth and development. Disasters exacerbate the poverty of rural and urban households and erode
the ability of the nation to invest in key sectors. Itis, therefore, important to recognize and address the
various livelihood risks faced by Malawians and build resilience to individual, households, and
community-level shocks and disasters for socio-economic development of the country. The
development of individual, household and community-level resilience will be operationalized through
the extension and strengthening of existing social support programmes of the Malawi National Social
Support Programme (MNSSP Il) that are effective in reducing chronic poverty and provide protection
againstlivelihood shocks and disasters.

There is wide knowledge about hazards affecting Malawi among different sectors including
government ministries and departments, non-governmental organizations and development
partners. In addition, a National Disaster Risk Management Policy (DRM) is in place and a DRM Bill is
being finalized. Interventions to address disaster risk and vulnerability are being implemented by
stakeholders in different districts of the country. There is, however, a need to ensure proper
coordination of the interventions to create synergies and maximum impactin order to build resilience
of communities to disasters in the country. The trend of both hazards and vulnerabilities are not well
defined because comprehensive risk assessment has not been undertaken in the country. Further,
there is limited risk knowledge downscaled to grass root levels. This makes it difficult to design
relevant risk reduction measures, including EWS for specific areas. Most sectors also do not know the
disaster risks relevant to them as they have not yet mainstreamed disaster risk reduction into their
sectors. In addition, integrated and scaled-up social support programmes will contribute towards
addressing chronic and transient poverty and build resilience of households and communities to
shocks and disasters.

In this respect, there is a need to build risk knowledge at all levels; household, community, district and

54
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national. There is also a need to undertake comprehensive disaster risk assessment and disseminate
theresults to enhancerisk-informed development planning.

Goal
To reduce vulnerability and enhance the resilience of the population to disasters and socio-economic
and shocks.

TABLE 9: OUTCOMES AND STRATEGIES FOR DISASTER RISK MANAGEMENT

Outcome Strategy

Improved understanding e Promoting awareness, access, distribution and utilization of

of disaster risks reliable and relevant DRM information.

e Establish an effective system to identify, assess and monitor
national and cross-border risks.

e Develop, update and disseminate location specific disaster risk
information, including hazard and risk maps to decision makers,
the general public and communities at risk.

e Build the knowledge of government officials, civil society,
communities, the private sector and other stakeholders through
sharing experiences, lessons learnt and good practices in disaster
risk management.

e Promote the collection, analysis, management and use of relevant
data and disaster risk information.

Increased resilience of e Implement disaster risk reduction interventions in disaster prone
communities to areas.

disasters through e Promote the mainstreaming of disaster risk assessment, mapping
investing in disaster risk and management into rural development planning.

reduction e Devolve DRM functions to local councils.

e Promote the dissemination and use of safer house construction
guidelines and building codes at national and local level, including
in informal settlements, to have resilient infrastructure.

Strengthened disaster e Mainstream DRM into development policies, strategies, plans and
risk management programmes.

governance at all levels e Strengthen the capacity of DRM coordination structures at

national and local levels to facilitate effective coordination of DRM
programmes.

e Encourage the establishment of mechanisms and incentives to
ensure compliance with existing safety-enhancing provisions of
sectoral laws and regulations, such as land use and urban
planning, building codes, and environmental and resource

management.
Enhanced disaster e Enhance disaster preparedness for effective response.
preparedness for e Develop and strengthen people-centred integrated early warning
effective response, and systems, including community based early warning systems.
to build back better in e Enhance disaster management planning and response.
recovery, rehabilitation e Promote the use of ‘building back better’in recovery

and reconstruction interventions.
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Outcome

Strategy

Improved social support
to vulnerable population

Strengthening targeting mechanism for social support
beneficiaries.

Broadening and scaling up the social support programmes and
packages.

Up scaling government contribution towards social and financial
support for sustainability.

Engaging private sector and other non-state actors in the
provision of social support.

Expanding Social Cash Transfer to address poverty and
deprivation among the ultra-poor and labour constrained
households.
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7.3 GENDER, YOUTH DEVELOPMENT, PERSONS WITH DISABILITY AND SOCIAL WELFARE

Gender and Social Welfare is a cross-cutting area which is crucial for the socio-economic development
as it impacts all sectors of the economy. Systematic mainstreaming of gender, children, youth,
persons with disability and the elderly can facilitate effective development planning and coordination,
budgeting, implementation and monitoring. In addition, inclusive sport initiatives will also contribute
to the national socio-economic development through improved health and productivity of young
Malawians.

The comprehensive achievement of the outcomes outlined below will entail inclusive national growth
and development. Because of limited success with ordinary gender mainstreaming to address
structural gender inequalities, there is a need to develop awareness that challenges and redefines
rigid gender norms using gender transformative approaches. Gender Transformative Approaches
(GTA) are programs and interventions that create opportunities for individuals to not only actively
challenge gender norms but also to promote positions of social and political influence for women in
communities, and address power inequities between persons of different gender.

Goal

To build an equitable society where opportunity is not defined by sex, age, disability and other
vulnerabilities.
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TABLE 10: OUTCOMES AND STRATEGIES FOR GENDER, YOUTH DEVELOPMENT, PERSON WITH
DISABILITY AND SOCIAL WELFARE

Outcome

Strategy

Gender and youth mainstreamed
in all sector plans, policies,
programmes and development
frameworks

Increasing equitably access, control and utilization
of social and Economic services by youth and
women.

Ensuring the consistent implementation of gender
responsive budgeting across sectors.

Increased women & youth
representation in decision making
structures and politics

Ensuring the effective participation of children,
youth and women in decision making processes.
Increasing youth and women participation in the
economy including development initiatives at all
levels.

Increased sporting activities and
training in other life skills

Enhancing the development and quality of sports
in Malawi among all ages with special focus on the
youth.

Equitable access to essential
quality ECD services for survival,
protection and development

Promoting access and school retention in
education.

Promoting early childhood development and pre-
primary education.

Strengthened national child
protection systems to reduce
vulnerability violence, abuse, and
exploitation

Promoting advocacy and awareness on children’s
issues.

Strengthening inter-sectoral coordination and
capacity of all stakeholders.

Enforcing legislation against harmful practices
against children.

Effective delivery of social welfare
services

Increasing access to social justice and other
welfare services.

Promoting compliance to standards in the delivery
of Social Welfare services.

Enhancing capacity of social welfare workforce for
effective delivery of quality social welfare services.
Establishing and strengthening coordination
structures in the provision of social welfare
services at all levels.

Improved welfare and health
status for the elderly, persons with
disability and albinism

Facilitating the implementation of enabling and
inclusive mechanisms within small and medium
enterprises.

Promoting employment and decent work for
persons with disabilities and albinism.
Increasing access to health services and social
assistance.
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Outcome Strategy
Improved coordination and e Facilitating the inclusion of the elderly, persons
Equitable access to social services with disabilities and albinism in social support
among the elderly, persons with programs.
disabilities and albinism e Improving capacity to effectively undertake and
coordinate elderly and disability programmes.
Enhanced mainstreaming of e Promoting inclusion of needs of persons with
disability issues across sectors disability in sectoral policies, laws and programs.
Strengthened national protection e Protecting children, older persons and persons
systems for older persons and with albinism against violence, abuse and
persons with albinism exploitation.
e Promoting advocacy and awareness of elderly and
albinism;
e Enhancing community participation in the
protection of older persons and persons with
albinism.

7.4 HUMAN SETTLEMENT AND PHYSICAL PLANNING

Malawi is experiencing profound demographic changes which present an unprecedented need for
land and housing. This has led to the growth of slums and squatter areas, encroachment, illegal
developments on public land and various land conflicts. These challenges are particularly acute in
cities.

As many as 76% of Lilongwe residents live in substandard housing and/or informal settlements,
characterized by lack of access to public services and tenure insecurity. Some settlements have spread
to fragile and high-risk areas such as wetlands, steep slopes and river banks. Effective mechanisms
must be developed to ensure that all housing developments take place in accordance with physical
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development plans in all statutory planning areas and rural growth centers which are alternative
destinations of rural-urban migration.

Despite the high rate of urbanization in Malawi, the majority of people still live in rural areas. For the
most part, the rural population earn their livelihoods from agriculture and other natural resource-
based enterprises. However, climate change imperils rural livelihoods while natural resource-based
coping strategies are threatened by the loss of natural forest biodiversity and the associated benefits
such forest products. These dynamics highlight the need for strategies that support the delivery of
multiple benefits from rural landscapes by increasing synergies and minimizing trade-offs between
food production and other land use. With the reduced landholding size for most smallholder farmers,
agricultural transformation is unlikely within the current land use system. This calls for an innovative
landscape managementapproach.

Goal
Anintegrated and sustainable land use and human settlement.

TABLE 11: OUTCOMES AND STRATEGIES FOR HUMAN SETTLEMENT AND PHYSICAL PLANNING

Outcome Strategy
Improved access to land and e Register customary land parcels across the country through pilots
tenure security for sustainable and later roll out.
economic development e Generate computerized land records, systems and processes.
e Conduct property valuation and assessment.
e Build capacity in land administration and management at all levels.
e Decentralize land administration and management functions.
e Conduct public awareness on land related laws, policies,
procedures and services.
Improved availability of e Modernize geodetic network.
geospatial information e Enforce and monitor adherence to land related standards and
guidelines.
Establish a National Spatial Data Centre.
Improved land use planning and e Provide spatial framework for coordination of implementation of
management social and economic development programmes and projects.

e Enforce adherence to Physical Development Plans, Planning
Guidelines and Standards, Land use policy.

Increased access and availability
of affordable and decent houses

Provide policy direction and guidance.

Develop and manage Government owned property.
Enhance decentralization of housing.

Build more houses.

Upgrading informal settlement.

Improved and sustainable urban Develop policy and legal framework to support urban development
systems for sustained planning and management.

development and economic Build capacities for self-sustaining urbanizing systems.

growth e Promote the development of sustainable and resilient cities and
urban centres.
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7.5 ENVIRONMENTAL SUSTAINABILITY

The success of many important sectors of the economy relies on environment and natural resources
to enhance their productivity. The degradation of the environment and natural resources continue to
be a major threat to the social and economic development of Malawi. These include deforestation;
decreasing soil fertility and increasing erosion; water depletion, loss of biodiversity; and increasing
pollution and vulnerability to climate change. It is imperative that the environment and natural
resources are sustainably managed.

Goal
To promote sustainable management of the environment and natural resources.

TABLE 12: OUTCOMES AND STRATEGIES FOR ENVIRONMENTAL SUSTAINABILITY

Outcome Strategy

Strengthened e Integrating Environmental management in development activities.

environmental e Promoting public participation in environmental management programs.

e Promote integrated afforestation for wood fuel, fruit production windbreak and shade,
timber and poles at household and community level to address wood fuel shortage and
curb encroachment into reserves.

e Ensuring that public works programmes comply with principles of environmental
sustainability.

e Promoting environmental education, awareness and information sharing among

stakeholders.

Enhancing community based natural resource management.

Conserving and sustainably use of water sources such as lakes, rivers and wetlands.

Enhancing conservation and sustainable utilization of biological diversity.

Promoting research, planning, monitoring and evaluation of Environment Natural

Resources Management (ENRM) programs.

Enhanced environmental e Enforcing Environmental Impact Assessments (EIAs) and other related environmental

management

degradation preventive laws.
measures e Enhancing trans-boundary initiatives in environmental and natural resources

programmes.
Strengthening compliance on pollution control and waste management.
Strengthening nuclear safety and security to ensure protection of the people and the
environment.
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7.6 HIV AND AIDS MANAGEMENT

In 2014, Malawi had 1.1 million people living with HIV (PLHIV), out of which 51% were on
treatment. Management of HIV and AIDS costs the nation US$145.5 million, which is equivalent to
10.2% of the GDP and of which 32% is spent on treatment'. Over the last ten years, Malawi has
witnessed significant progress in the delivery of effective HIV and AIDS prevention, care, and

support and treatment interventions.
However, the disease burden related to
HIV and AIDS remains high and has
adversely affected all sectors of the
economy and population. To counter
the effects of the pandemic, there is a
need for more concerted efforts from
all stakeholders in the implementation
of interventions on prevention,
treatment, care and support, and
impact mitigation.

Goal

To reduce new infections, HIV and AIDS-
related deaths and stigma and
discrimination.

MwARVa
POMPO &
POMPO

Ukondeni moyo.Yezetsani HIV, Yambani kumwa ma ARV.

TABLE 13: OUTCOMES AND STRATEGIES FOR HIV AND AIDS MANAGEMENT

Outcome Strategy

Reduced new HIV infections, e Scaling up HIV and AIDS prevention and management services.

HIV/AIDS related morbidity e Increasing universal and targeted HIV testing and counselling.

and mortality e Improving knowledge and skills in nutrition management of HIV
related conditions, diseases and drug side effects.

Improved legal and e Strengthening the social and legal environment for protection of

regulatory environment for PLHIV.

PLHIV e Promoting ‘test and treat’ intervention to upscale HIV treatment.

Improved planning, e Developing strategic information management system on HIV and

management and AIDS.

coordination of HIV and AIDS e Undertaking HIV and AIDS research for evidence based planning.

interventions e Advocating for implementation of HIV and AIDS workplace policies.

" National AIDS Spending Assessment, National AIDS Commission (2014)
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7.7 NUTRITION

Adequate nutrition throughout the lifecycle is the centerpiece for physical and intellectual
development. Nutrition is a major determinant of one's intellectual performance, academic and
professional achievements, and overall work productivity at later stages.

Malawi has one of the highest rates of stunting in Africa, but significant progress has been achieved
since 2010. The percentage of children under five years of age who are stunted has decreased from
47.1%in 2010to 37.1% in 2015-16. The prevalence of under-nutrition is high among adolescent girls
at 15.6 %. The DHS 2015-16 showed relatively stagnant rates of anaemia in children since 2010,
reported at 62.5% and 62.6% respectively. Similarly, the Infant Young Child Feeding practices need to
be improved as only 7.8% of children aged 6-23 months consume foods that meet the minimum
acceptable diet. Even with the noted decline in under-nutrition, continued efforts are needed to
address micronutrient deficiencies and the high rates of stunting.

eT ) A TR S S e 7

The causes of under-nutrition are manifold: repeated infections, diarrhoea, malaria, suboptimal
breastfeeding and infant feeding practices resulting in inadequate dietary intake are the immediate
causes of malnutrition. The underlying causes include food insecurity, gender inequality, poor
hygiene practices and lack of safe water and sanitation. As such, malnutrition is a complex problem
that persists due to multiple causes rooted in various sectors. In addition to nutrition-specific
interventions, nutrition-sensitive interventions that are multi-sectoral are essential in reducing and
eradicating malnutrition in Malawi.

In addition to a high prevalence of under-nutrition, the prevalence of overweight and obesity is
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growing in Malawi. Among women, 24% are overweight and 6% are obese while among men, 17% are
overweight and 3% are obese. The prevalence of cardiovascular diseases (e.g., heart disease and
stroke), cancer, respiratory diseases, and diabetes mellitus are becoming significant causes of
morbidity and mortality in Malawi. As unhealthy weight becomes more prevalent among the
population, the risk of nutrition-related NCDs also increases. Therefore, all forms of malnutrition
including overweight and obesity need to be addressed.

Under-nutrition is categorized by wasting - a low weight-for-height ratio, stunting - a low height-for-
age and underweight - a low weight-for-age. In early childhood, under-nutrition has negative life-long
and intergenerational consequences; undernourished children are more likely to require medical
care. Without proper care, underweight and wasting in children results in higher risk of mortality.
During schooling years, stunted children are more likely to repeat grades and drop out of school, thus
reducing their income-earning capability later in life. Furthermore, adults who were stunted as
children are less likely to achieve their expected physical and cognitive development, thereby
impacting on their productivity.

The estimated losses due to under-nutrition in Health is US$46 million, in Education is US$14 million
and Productivity is US$537 million. The total losses due to under-nutrition is estimated at US$597
million, equivalentto 10.3% of Malawi's GDP.

Eliminating stunting and other forms of malnutrition is a necessary step for inclusive and sustained
development in the country. This requires a renewed collective action and effective multi-sector
coordination to meet the 2030 Sustainable Development Goals.

Goal
To improve nutrition and well-being of the population that effectively contributes to economic growth
and prosperity.

14: OUTCOMES AND STRATEGIES FOR NUTRITION

Outcome \ Strategy

NUTRITION

Reduced prevalence e Promoting adolescent and women'’s nutrition before, during, and after pregnancy.
of Stunting, Wasting e Promoting optimal breastfeeding practices for children 0-6 months and appropriate
and Underweight complementary feeding of children aged 6-24 months and beyond.

e Promoting hygiene, water and sanitation practices at individual and household

levels for improved nutrition.

Promoting consumption of high nutritive value and diversified diets.

Integrating nutrition in value chains for nutrition improvement.

Integrating and scale up nutrition in the Early Childhood Development Programme.

Improving nutrition among adolescents and school going children.

Promoting male involvement and address gender and socio-cultural issues in

maternal, infant and young child nutrition, child care, and household duties.

e Strengthening implementation of Community based Management of Acute
Malnutrition and Nutrition Care, Support and Treatment in routine services and
emergencies.

e Promoting community involvement and ownership for behavioral change to
improve nutrition knowledge, attitudes, and practices.

e Improving intake of minimum acceptable diet among under five children, pregnant
and lactating women.
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Outcome Strategy
NUTRITION
Reduced Promoting Public-Private Partnerships in food production, processing, fortification,

prevalence of
micronutrient
deficiencies

and consumption.

Promoting consumption of micronutrient rich foods and bio-fortified foods.
Ensuring micronutrient supplementation.

Promoting fortification and standardization of centrally-processed food for
improved nutrition.

Reduced prevalence
of overweight and
nutrition-related
Non-Communicable
Diseases

Increasing access to services for prevention, early detection, and management of
nutrition-related NCDs.

Strengthening capacity of service providers’ to provide nutrition and lifestyle
counselling services at the facility and community level.

Promoting awareness campaigns and behavior change communication on

prevention of nutrition-related NCDs.

7.8 PEACE AND SECURITY

Peace and security are essential preconditions which must be guarded for national social,
economic and political prosperity. Furthermore, nations in conflict tend to fail to concentrate on
national growth and development policies. In view of this, peace and security arrangements need
to safeguard the nation's sovereignty, territorial integrity and interests. This entails ensuring
effective security mechanisms for the protection of public and private sectors for socio-economic

development.

Goal

To promote peace and protect the sovereignty, territorial integrity and vital interests of Malawi against
both external and internal threats.

TABLE 15: OUTCOMES AND STRATEGIES FOR PEACE AND SECURITY

Outcome

Strategy

Improved methods of
promoting community,
national, regional and
international security

e Providing military assistance to civil authorities in times of
emergencies and disasters.

e Enhancing community integration and participation in promoting a
secure peaceful and crime free environment.

e Promoting regional peace and international order.

Develop a professional and
modern security

e Maintaining a healthy well trained, equipped, disciplined and gender
sensitive, combat ready force.
Maintaining a sustainable size of security force.

Protected constitutional
order

Improving the responsiveness of all security sectors to national
needs by ensuring quick reaction and operations.

Improved migration e Increasing capacity of migration management institutions.
mechanism in line with e Promoting national registration among the Malawian citizens.
national population policies e Developing integrated information management system at all levels.
e Up-scaling support and involvement of refugees in national
development programming and implementation.
Enhanced management of e Instituting gender responsive and disability friendly prison facilities.
prisons at local as well as e Improving prison infrastructure.
national level e Fast-tracking execution of cases for observance of human rights.
e Improving rehabilitation interventions in all prisons.
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7.9 INTEGRATED RURAL DEVELOPMENT

The majority of the country's population live in rural areas where poverty levels are high due to
limited opportunities of income-generating activities and access to social services. Inclusive and
integrated rural development requires that all stakeholders are involved regardless of sex, age, race
religion and ethnicity. The Government put in place a decentralization policy to devolve functions
from the central government to local councils.

If Malawi is to achieve a meaningful improvement of the socio-economic welfare of its people, it needs
to concentrate development interventions in rural areas where the majority of the poor people live.
Upon effective decentralization, the country will realize participatory planning, implementation,
monitoring and evaluation of policies and programmes; and increased impact of development
interventions at the local level. MGDS Il implementation will emphasize devolution of the functions
that are currently handled by central government. It is expected that local councils will take an active
rolein development programmes that help the country attain sustainable national development.

Involving all stakeholders in rural development will promote synergies in resource mobilization,
planning, coordination, implementation, monitoring and evaluation. This is opposed to the previous
fragmented, piecemeal and uncoordinated approach that characterized development interventions
in rural areas. Development of rural growth centres will be at the centre of the integrated rural
development.

Goal
Toimprove local governance and participatory democracy to attain social economic development.
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TABLE 16: OUTCOMES AND STRATEGIES FOR INTEGRATED RURAL DEVELOPMENT

OUTCOME

STRATEGIES

Strengthened local governance
structures

Enhancing coordination of local government
systems, including financial management
systems.

Strengthening local institutional capacity to be
more responsive to the needs of the
communities.

Improved capacity of the local
populace to effectively participate
development initiatives.

Enhancing community participation and
ownership of development programmes and
investments.

Empowering the local communities in
decision-making.

Improved coordination and
implementation of rural
development programmes in
Councils

Promoting participation of key stakeholders
including the private sector, CSOs, youth
networks and other non-state actors for
inclusive local governance and development.

Reduced rural-urban migration

Facilitating formation and supporting micro,
small and medium enterprises (MSMEs).
Promoting the establishment of rural growth
centres, markets satellite model villages and
other related development interventions.

Full devolution of functions to
local authorities

Institutionalizing policy and oversight
functions of sectors that have devolved
functions to councils.

Improved local government
planning, monitoring and
evaluation.

Ensuring participatory and well-coordinated
local development planning and
implementation of development interventions
among all stakeholders.

Strengthening monitoring, evaluation and
knowledge management.




CHAPTER 8. IMPLEMENTATION
FRAMEWORK

8.1 IMPLEMENTATION MODALITIES

The MGDS IIl has been developed to allow all stakeholders to participate in the development of the
country. Its implementation will, therefore, involve all stakeholders, including the three arms of
Government: the Executive, Parliament, and Judiciary; and civil society and Faith Based
Organizations (FBOs); the private sector and the general public. The Government will lead the
implementation process through technical coordination and a consolidated national budget. It is
expected that all stakeholder institutions including donors, development and co-operating partners
will align their activities and support to MGDS III.

The Ministry responsible for National Planning and Development will ensure that all MDAs align their
sectoral plans, activities and budgets to the development strategy. Wherever sectoral plans do not
exist, efforts will be made to develop them. Budget submissions, therefore, will be expected to include
only activities thatare aligned to MGDS .

To ensure that the MGDS Il is formulated, implemented and monitored with full participation of all
stakeholders, the Government has instituted Sector Working Groups (SWGs). Membership of the SWGs
is diverse and includes line ministry clusters, civil society, the private sector, NGOs, donors and
cooperating partners.

MGDS Il has identified five priority areas. The following have been identified as critical issues for
effectiveimplementation of MGDS l11:

e Change of the mindset among the public; Government and Parliament will play their
constitutional roles in ensuring that the ultimate objective of MGDS Il is achieved thereby
taking the country towards achieving its development goals;

e Government will continue to improve donor coordination through the development and
adherence tothe Development Assistance Strategies (DAS);

e Donors and co-operating partners will align their support and activities to the MGDS IlI.
Government will lead the dialogue with donors on this alignment and seek to ensure that aid
flows are predictable. On its part, Government will seek to ensure that resources are disbursed
inatimely manner; and

e Thereis aneedto develop a strong, motivated and committed civil service that will ensure that
Governmentremains committed to its policies, targets and obligations.

8.2 RolesofStakeholdersfor MGDS Ill Implementation

8.2.1 Government

The main responsibility of Government shall be to provide public goods and services as well as a
regulatory framework. These include roads, railways, airports, education, health services, and social
services among others. It shall provide the necessary environment and incentives to promote private
sector activities. The Government shall safeguard the interests of all Malawians by correcting market
failures through policy, legal and regulatory framework reviews.

8.2.2 National Planning Commission

The National Planning Commission (NPC) will facilitate the implementation of the strategy and
undertake rigorous monitoring and evaluation. The NPC will carry out policy harmonisation to ensure
that policies at sector levels are aligned to the national and international agendas. In addition, it will
alsoberesponsible for reporting development progress at all levels.
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8.2.3 Parliament

The Parliament will enhance oversight, transparency and accountability in the implementation of the
MGDS lll. This will be done through scrutiny, consideration and approval of Government budgets,
review and legislation. Members of Parliament shall ensure that the budget is providing resources for
prioritized activities in the MGDS Ill. In this regard, the interests and priorities of Malawians shall be
protected.

8.2.4 Judiciary
The judiciary will ensure observance of law and constitutional provision. The successful
implementation of the strategy will largely depend on constitutional order and law-abiding citizens.

8.2.5 Private Sector

The role of the private sector is to invest in both economic and social sectors to generate economic
growth and create wealth. In this context, the private sector is expected to take up opportunities
outlined in the MGDS Il during its implementation. The scope of the private sector participation will be
widened to involve themin the provision of other public goods and services through PPPs.

8.2.6 Civil Society
Therole of the civil society to implement some specific activities in various sectors and to complement
government's oversight and accountability functions to safeguard the interests of Malawians.

8.2.7 Development Partners

The role of donors, development and cooperating partners shall be to provide financial and technical
support to implement MGDS Ill. In doing so, they will be expected to support and align their activities
with the MGDS Ill priorities in line with the Addis Ababa development effectiveness Agenda for Action
on Financing for development towards the realization of the Sustainable Development Goals.

8.2.8 Traditional Leaders

Thetraditional leaders across the country have a key role in mobilizing the communities to participate
in all development intervention from planning, implementation and monitoring and evaluation. They
are also key in advocating for some specific policies and approaches to development as well as
improving awareness for the communities. The community leaders link the village or areas level
planning to the district planning process through the VDCand ADC structures.

8.2.9 Community

The role of the community will be to ensure ownership and smooth implementation of development
activities through inclusive and participatory planning, implementation, monitoring and evaluation.
In addition, the community will contribute in kind towards some development activities.

8.3  FinancingSources

The MGDS Il will be financed through three sources; domestic revenues, external grants, and debt
(both internally and externally). Additionally, PPPs for infrastructure programmes shall be
encouraged. Other likely sources of financing are regional and international financing initiatives.

Development assistance will continue to play a key role in supporting Malawi's development
objectives and the achievement of the SDGs and other international development frameworks.
Guided by the principles set out in major international aid effectiveness documents such as the Paris
Declaration (2005), Accra Agenda for Action (2008), and the Busan Outcome Document (2011), the
Government promotes a transparent and results-driven development cooperation that is aligned to
national priorities. The Development Cooperation Strategy sets out strategies for improving quality
and effectiveness of development cooperation in Malawi. The aim is to ensure that all support is
harmonized, focused on results and aligned to national priorities, institutions and systems to achieve
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national development goals. The DCS recognizes diverse sources of finance to support sustainable
and inclusive development. However, it calls upon cooperating partners to collaborate with
government to improve capacities for domestic resource mobilization and promote aid-for-trade.
Where technical assistance is provided, it should be demand-driven.

The Government's policy is that as far as possible aid should take the form of grants. Where loans are
contracted, they should be concessional. Non-concessional loans will only be contracted for strategic
projects with high rates of return.

The Government will also take advantage of the evolving architecture of development finance with a
wide range of financing sources. A large number of vertical funds for specific purposes have been set
up, often associated with large volumes of money. Similarly, new large-scale benevolent funds have
been created. South-South cooperation partners have a growing presence in many countries. At the
same time, traditional development partners have pledged, through the Addis Ababa Action Agenda
(2015), to scale up Aid to Least Developed Countries, particularly in Africa. This implies that Malawi
could have accessto anincreasing array of funding sources.

To ensure effectiveness of development cooperation, the Government will lead a Division of Labour
process, aiming at a more balanced distribution of development partners and aid across different
sectors. To reduce further fragmentation of assistance and overcrowding of development partners in
some sectors, the Government will define for each development partner core areas of support not
exceeding three sectors prioritized by: (i) comparative advantage, (ii) volume, (iii) global experience,
(iv) mandate, (v) flexibility to align to national priorities and to use Government-preferred aid
modalities, (vi) historical track record in Malawi, and (vii) performance on development effectiveness
indicators.

Development partners are encouraged to co-finance programs and use delegated partnerships to
reduce aid fragmentation and duplication of efforts. Humanitarian aid, General Budget Support (GBS)
and support of cross-cutting areas and Government-wide reforms such as PFEM and public sector
reforms will be considered as additional to the three core areas of support agreed with each
development partner.
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CHAPTER 9: MONITORING AND
EVALUATION FRAMEWORK

9.1 Overview

Malawi has a national M&E Master Plan which outlines the main framework for monitoring
development policies and programmes in the country. The M&E system is a multi-layered system from
national, sectoral down to district level. The National Planning Commission in collaboration with
MoFEPD will asses progress towards development and approve ministerial programme
documents.They will also facilitate the development of guidelines for formulation of programmes, as
well as guidelines and formats for M&E and reporting. All Ministries and departments implementing
public sector investment programmes have sectoral M&E systems managed by their respective
planning units. These ministries monitor their annual programmes and report to the NPC and
MoFEPD on a quarterly basis through the sectoral M&E working groups.

9.2 Lessons from MGDS Il M&E Framework

Whilst there was a national M&E master plan in place for MGDS I, it was not fully implemented. One

reason for this was that ministries and departments were at different stages of adopting results-

based approaches. Some of the challenges in executing a full M&E on the MGDS Il included:

e Thenationalindicators were mostly outputindicators and not outcome and impactindicators.

Theindicators were therefore used for monitoring rather than for evaluation.

e Itwas difficult to track progress during MGDS Il implementation because most of the data on
key performance indicators was unavailable. Some indicators could not be measured and
reported throughout the MGDS Il period.

Most of the MGDS Il targets were too ambitious given the available resources.

The MGDS Il M&E framework inadequately considered risks and assumptions.

Linkage of sector policies to the MGDS Il strategies was weak.

There was no demand for information from either Parliamentary Committees or Cabinet for

Performance Contract Agreement reports, Joint Sector Review (JSR) reports and MGDS Review

Reports, which are reviewed by the meeting of Principal Secretaries.

e There has beeninadequate appreciation of M&E as a management tool at all levels with only 7
outof42 government agencies submitting quarterly reports during the last MGDS Il review.
Lack of M&E policy.

Shortage of staff at sectoral and district levels.

Non-functional M&E TWGs resulting from lack of funding.

9.3 MGDS Ill Monitoring and Evaluation Framework

The MGDS Il M&E framework is based on Results-Based Management (RBM) principles and a theory
of change, with a clear results chain, indicators, targets, milestones, means of verification,
frequency and responsible institution. This will be used for monitoring and evaluating projects and
programmes, including the flagship projects, whether they are government funded or supported by
development partners. Based on the existing guidelines for formulating programmes as well as
guidelines and formats for M&E, MDAs are expected to report on their annual programme of activities
as part of the M&E framework.

The MGDS Il M&E activities will be undertaken at different levels to support effective implementation,
ensure accountability, maintain strategic focus and direction, and provide information for addressing
constraints and ensuring delivery of outputs. Figure 9.1 shows the conceptual framework for the
MGDS lll Monitoring and Evaluation Framework. The areas to be monitored and evaluated include the
following:

a) Financial Implementation




Building a Productive, Competitive and Resilient Nation

Figure 9.1: Conceptual Framework for MGDS Il Monitoring and Evaluation
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The M&E framework is based on the prevailing national M&E Master Plan (2007) as indicated in Figure
9.2. The framework identifies main M&E components and sets the scope of the M&E processes, which
follows a value-chain approach. The framework delineates clear roles for review, monitoring and
evaluation. The roles and responsibilities of each node, as assigned to institutions, are explained in the
section below.

9.4 Institutional Coordination of MGDS Ill Monitoring and Evaluation
Roles and Responsibilities

National Planning Commission(NPC)

The department responsible for M&E in the NPC will act as the secretariat for monitoring and
evaluating MGDS 1ll and international frameworks and will coordinate outcome and impact
assessments across all sectors. It will act as a data repository of socioeconomic statistics and analysis.
The secretariat will also be responsible for disseminating information as articulated in the
communication plan.

The NPC will carry out mainstreaming and policy harmonization functions to ensure that policies at
sector levels are aligned to the national and international agendas. In addition, it will be responsible for
reporting development progress at all levels.

The PSIP will serve as the basis for monitoring the implementation of the MGDS IIl. This will involve
close collaboration with the Development and Budget Divisions in MoFEPD as well as monitoring and
evaluation units within the Planning Directorates in key line ministries. The NPC will drive the MGDS Il
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implementation across the institutions and will ensure that essential complementary reforms to the
MTEF and budget are made. In addition, it will coordinate the annual PER and will work with the
secretariat to coordinate the annual MGDS Ill review process. The minister responsible for the
MoFEPD will be required to make an annual presentation of review findings of the MGDS Il to
Parliamentduring the budget sessions.

Office of the President and Cabinet (OPC)

The Office of the President and Cabinet will monitor implementation through Performance Contract
Agreements (PCA). This is a compact agreement between the Chief Secretary and the respective
government agencies. All public sector agencies are expected to account for resources and results
with the Office of the President and Cabinet (OPC) through the Chief Secretary. Signing and
commitment by controlling officers is at the Ministry level. Some Districts and Ministries have their
own Public Service Charters, against which the public can monitor performance.

The National Statistical Office
The National Statistical Office (NSO) will play a role in M&E of MGDS Il through the use of the Malawi
Socio-Economic Database (MASEDA). Based on its mandate the NSO is responsible for:

« Production and dissemination of statistical information which is aligned with user
requirements

+ Coordination and management of the National Statistical System

» Promotion of usage of statistical data for evidence-based policy development and decision
making

+ Raising of publicawareness onimportance of statistical information

» Provision of managementand administration services

Ministries, Departments and Agencies (MDASs)

Government ministries and departments are key implementing agents and central for management,
monitoring and reporting on both progress and budget. Sectors will monitor their annual
programmes and report to the MoFEPD on a quarterly basis through the sectoral M&E working
groups.

Local Councils

District Councils will be responsible for reporting on progress at local levels using district planning
frameworks. This entails close integration of national-level monitoring with district-level monitoring
systems. District M&E officers will be responsible for collecting district reports, managing and
maintaining the district database and producing databank abstracts for dissemination or input into
the district data warehouse. Local council data will be reported to their line ministries and District
Executive Committee (DECs). District Monitoring and Evaluation Coordination Committees (DMECC)
have been formed at the district level to facilitate the discussion and dissemination of district-specific
monitoring results. These will draw participation from line ministries and NGOs at district level.

CS0s, Academia and Private Sector

CSOs, academia and private sector will play a key role in strengthening the policy feedback loops,
through independent data collection, analysis and dissemination. A central function of the MGDS III
M&E is to link efforts by CSOs, academia and the private sector with those of Government for
accountability, comparability of results and to avoid duplication of efforts. CSOs will also play a crucial
role by training communities in Community-Based Monitoring and Evaluation (CBM&E).
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The National M&E Coordination Committee

The National M&E Coordination Committee will review technical reports and recommendations from
the sectors and will make recommendations to the Steering Committee. Membership in the M&E
Coordination Committee will be interministerial and will include Directors of Planning.

The National M&E Technical Working Groups

The M&E Technical Working Groups will be based on the existing Sectoral Working Groups (SWGS).
These will comprise Ministries and Departments, Development Partners Cooperation (DPC), CSOs,
media, academia, the private sector and parliament. This forum will be actively involved in the review
and oversight of the MGDS Il implementation. Itwill also actas a national accountability forum for the
implementers and facilitate information dissemination, discussion and policy recommendations.

Principal Secretaries Steering Committee
The PSS Committee will provide oversight to the M&E Coordination Committee. Reports from the

Principal Secretaries will be reviewed by the Cabinet to ensure participation, progress and
accountability.

Figure 9.2: The MGDS Ill Monitoring & Evaluation Institutional Coordination
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9.4.1 MGDS Ill Annual Reporting

The MGDS Ill annual planning, budgeting, and monitoring cycle will be aligned to the national budget
cycle and will run concurrently. The MGDS Il targets will be disaggregated at sectoral and district
levels, whenever possible. This will allow sectors and districts to plan and budget their activities.
Based onthe approved plan and budget for the coming financial year, the various sectors and districts
will implement their activities. This will ensure that there is a link between the annual plans and the
monitoring reports. Reports will be submitted quarterly. The second quarter report will be the main
inputinto the mid-year budgetreportand the fourth quarter report will be the Annual MGDS Il review
report. The reports will include physical progress of implementation, output indicators, targets,
expenditure and qualitative assessments of progress by the implementing institutions. The various
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Table 17: MGDS Ill Reports

Type of Report Institution Frequency reporting
Quarterly Progress Report (project performance | Districts, & Implementing Ministries and Quarterly (October, January,
and financial) departments, MoFEPD, M&E TWG April and July)

MGDS IIl Annual Review Report MoFEPD Annual

Midyear Expenditure Report Ministry of Finance Mid-year

Annual Financial Statement Ministry of Finance Annual

Annual Financial Expenditure Audits National Audit Office Annual

Performance Contracts Office of the President and Cabinet Annual

SDG report Ministry of FEP&D/NSO Annual

9.4.2 Evaluation of MGDS 11l

The MGDS Il M&E system will evaluate progress through regular surveys against a set of routine
sources of information. The baseline year will be 2015/2016. Regular programme studies will be
conducted by implementing ministries and departments, so as to provide data for the intermediate
outcome indicatorsinthe MGDS lll results framework.

A mid-term evaluation is planned for 2020. This review will be coordinated by MoFEPD and will address
performance againstthe intended objectives and targets.

Afinal evaluation will be conducted at the end of the MGDS lll period. Although it will be carried out by
external and independent evaluators, the evaluation will be coordinated by MoFEPD. The evaluation
will assess the overall effectiveness of MGDS II.

9.4.3 Means of Verification for Evaluation of MGDS IlI

Verification of the progress made in MGDS Ill implementation will use annual reports of sector
ministries and surveys conducted by the NSO and some line ministries under the NSS. These include:
the Malawi Demographic and Health Survey (DHS), the Integrated Household Survey (IHS), Multiple
Indicators Cluster Survey (MICS) and the Agricultural Production Survey/Census. Qualitative
assessments of progress will be validated through stakeholder consultations and feedback from
implementing institutions and the beneficiaries.

9.5  MGDS-IlI Results Framework

The MGDS lll M&E Result Framework is centered on one or more strategic objectives, the achievement
of which represents the ultimate impact envisioned for a set of development objectives. The M&E
Results Framework has outcome and impact indicators that will be reviewed periodically and
performance/output indicators in the Annex that will be reviewed annually. The results framework
represents higher-order changes envisioned in the MGDS II.
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