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SUPPORT FOR THE PER

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

T

Raise awareness regarding povertgnvironment linkages and sustainable
resource management among key stakeholdsmainly by means of strategic
studies focusing on the povertyenvironment nexus.

Strengthen coordination mechanisms and improving capacity within the
Government and other stakeholders for the integration of sustainde natural
resources management into policies, plans and budgets.

Improve the government's capacity and systems to monitor and develop
poverty-environment indicators.

Support the Government of Malawi to explore financing mechanisms for
sustainable natural resource management, including increasing budget
allocations, donor funding, private investment and environmental fiscal
reform measures.

PEI Malawi has contributed to:

1

Successful integration of povertyenvironment linkages in the Malawi Growth
Developmert Strategy (MDGS) (2012016) and in the Malawi State of
Environment Outlook Report.

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

Several draft policy documents and strategies reflect p@rty-environment
linkages as a result of PEI technical advisory services. These include the
Fisheries and Forestry Policy, Manual (DEMM) and the guidelines for
integrating Environment Natural Resource Management into the Executive
Decision Making Processeé6 AT AAT T ES 8

Integrated PEIClimate Change Disaster Risk Reduction work programme
developed for UNDP Malawi and inclusion of sustainability indicators in the
iTTEOI OET ¢ AT A AOAI OAGET1T AEOAI Ax1 OE
| DPBDOT AAES AT T @ithEne Warld BankEMaBwi. Thidresulted in
the updating of baseline information for soil loss indicators and nutrient use
efficiency for the MGDS Il and the Agriculture Sector Wide Approach Plan
(ASWAD).

Increased Government Commitment to ensure that BRM funding increases.
Following the government approval of the Guidelines for Integrating ENRM
into national budgets in 2012, the Ministry of Finance have in the Guidelines

viii
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for the preparation of the 2013/14 and the 2014/15 Budget included a
chapter on theimportance of the alignment with sustainability guidelines. It

OOAOAO OEAO OEO EO EIi BAOAOEOA OEAO " OA
climate change priorities are appropriately reflected in the Budget
submissions in accordance with the environment andclimate change
| AET OOOAAT ET ¢ COEAAI ET AO8S
1 The Ministry of Energy together with PEIl supported the production,
marketing and distribution of energy efficient stoves and briquettes in four
districts to demonstrate how the issue of burning charcoal can be ddessed.
The pilot projects have had important impacts on rural women and the
environment. Inspired by these pilot projects the President of Malawi
launched a similar initiative in 2013 with the target to produce two million
energy efficient stoves under e national cook stove initiative.
© UNDP-UNEP PEI 2015.
For more Information: .
Poverty-Environment Initiative (PEI) i e
P.O Box 30136 i Xy ¥
LiIongwe, Malawi Danish Ministry for Foreign Affairs European Union
(DANIDA)
Email: michael.mmangisa@undp.org/
Website: http://www.unpei.org/ Ng:y&%‘};mm ﬁ% SRR ESiG cagons C ?/<\</4 Sida
The views expressed in this publication do not necessar”y N(ll'l\:'c‘:_"ili\l,l-l‘ri-i:lll(i?l.l')' of Spanish '\,lil:j\(l-ry ol"l:'x:vrcign Affairs S\\‘cdisl(nﬂl||lcr.l!a:-ku1;11\‘1’)‘\'\'?!(\[1111\‘11!
reflect the official views of UNDP or UNEP oreign Affairs and Cooperation ooperation Agency
==
UKal
gg ey
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GLOSSARY

1. Capital Expenditures: Expenditures incurred for theacquisition of land
and other physial assets,intangible assets, government stocks, nen
military, non-financial assets of more than aminimum value, with an
expected lifetime ofmore than one year.

2. Development Budget: Projects and activities undertakemo support the
Public sector investmeit programme. These projects are considered
appropriate for the long term implications onthe economic and structural
future of the country. Part | are those activities funded bylonors and Part
2 are the activities funded bygovernment of Malawi.

3. Fiscal Year: The Government of Malawi operates on fiscal year which
starts July 1 and ends June 30.

4. Medium Term Expenditure Framework: A budgetarysystem that seeks to
link policy making, planning and budgeting. It entails the preparation of
three year rolling budgets that are consistent with existing policy
documents.

5. Other Recurrent Transactions: The ongoing costs ofjovernmental
operations, excluding those inpersonnel emoluments. It is often referred
to asORT.

6. Personal Emoluments: The costs associated withhe salary of an
employee within the organization

7. Public Sector Investment Programme: This is aconsolidation of
government investment projectscovering new and ongoing projects. It is
a five- year rolling programme.

8. Recurrent Expenditures: The total of pesonal emoluments and other
recurrent transactions.

9. Vote is a sum of money authorised to be spent under the Section 23 of the
Public Finance management Act (2003). The section provides that no
expense or liability will be incurred unless the expenditure isn relation
to such a liability is chargeable to a separate appropriation.

Xi
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ADC Area Development Committee
ADDs Agriculture Development Divisions
AEC Area Executive Committee

AfDB African Development Bank

AMP Aid Management Platform
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BWB Blantyre Water Board
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CBG Community Based Organizatioa

CBRLDP Community Based Rural Land Development Programme
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CcC Climate Change

CEA Classification of Environmental Activities
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EXECUTIVE SUMMARY

Introduction

This report is a documentation of the joint public expenditure review of
Environment and Disaster Risk Managemenfor the 2006 to 2012 period. There
are different economic instrumens which can be utilised by gvernments to
influence the understanding and behaviour towards the environment and
natural resources management, climate change and disaster risk management
sectors in Malawi.One of such instruments igPublic Expenditure Reviews (PERS)
that involve the analysis of allocation and management of public expenditures
and may cover all government expenditure or focus on a few priority sectors
such as agriculture, water, land, infrasucture and others.

Information gleaned from PERs is used to provide key guidance to strategic
planning and budget preparation and to identify ways in which to improve the
efficiency and effectiveness of resource allocations. Increasingly, PER processes
are applied to expenditure management systems and institutions, since
institutional fra mework, organizational capacity and everyday expenditure
management practice of government determines the allocation and management
of public expenditures.

The Cauntry

Malawi is a small landlocked country located in southern central Africa,
bordered by Tanzania to the north, Zambia to the west and Mozambique to the
east and south. According to the World Barikthe Gross Domestic Product (GDP)
was estimated at US$!.2 billion in 2012 down from US$H 5.6 billion in 2011.
According tothe United Nations Development Programme Human Development
Index (HDI) of 2013, Malawi ranked 160 out of 177 in 2007, 161 out of 176 in
2008, 160 out of 182 in 2009, 153 out of 169 in 201, 171 out of 187 in 2011
and 170 out 187in 2012 and 174 out of 187 countries in 2013.

Objective of the Assignment

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

! http//data.worldbank.org/indicator
?United Nations Development Programme, Human DeveloprRemort
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Methodology

The consultancy team reviewed several documents and reports of national and
international character throughout the assignment.A structured questionnaire
was designed which was used for collecting some data on budgets and
expenditures in selected ministries and departments. A senstructured
guestionnaire was used for guiding irdepth interviews that the team conducted
with various representatives of stakeholders with included central and line
ministries, parastatals and local councils. Interviewswith carefully selected
institutional respondents were made to corroborate the information secured
through reading, and to gather thei views, lessons and other contributions.

The monetary figures that have been used in the review were extracted from
documents in ministries and departments that are directly involved in matters of
environment, climate change and disaster risk managemeninder the coding
system as provided in the government accounting system. For budgetary data,
the team used the Approved Estimates of Expenditure on Recurrent and Capital
Budget for the six financial years. Actual expenditure figures were obtained from
the Consolidated Annual Appropriation Accounts whichwere provided to the
consultants by some of the respondent ministries andD EA | AAT 01 OAT O
Office. Budgets and expenditures for local authorities were obtained from the
National Local Government Fiance Committee. For international comparisons,
OEA OAAI OOGAA Ox1 0%%2 OADPI 0008 /1A
ZDAT AEOOOA 2A0EAx O 30DpPI 0O 01 OAQOU
2013) which was produced in December 2013 for REMA. The otheme was
Public Environmental Expenditure Review Mozambique (200% 2010) which
was produced for the Ministry for the Coordination of Environment Action in
2012.

Key Findings

The total expenditure on environmentthat was incurred through the national
budget by the ministries of Environment and Climate Change Management,
Lands, Housing and Urban Development, Agriculture and Food Security, Water
Development and Tourism, Wildlife and Cultureand Healthadds up toUS$278
million for the six year period from 2006/07 to 2011/12. This includes
expenditure incurred in local councils as a result of decentralisation which saw
the devolution of some sectors to local councils, among them, environment,
forestry, fisheries and water.It is in the last three years 6 the span of this study
that the sectors directly involved in environment and natural resources
management have been devolved to the councilsThe figure also includes
environment expenditure that was incurred by subvented parastatals.The
proportion of MAT AxEGS6 O Al &pedditutel &1 tGtal government
expenditure AT A OEA AT for tie Game Qeridd®ad 3.15% and 0.966
respectively.
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Over the six years under review, water has been the environment subsector that
has incurred the highest expenditue at 30% of the total ENRM expenditure. This
is followed by lands at25%. This level of expenditure has principally been
attributed to the financing of water projects under the National Water
Development Programme and the Community Based Rural Land Devefoent
Programme by development partners. The least environmental expenditure has
been ORT that has been incurred by local authorities in all the ENRM devolved
sectors at 1% of the total environment expenditure during the review period.

The total expenditure on disaster risk management that was incurred through
the national budget for the six year period amountedUS$ 4 million. A
combination ofthe ENRM and DRM gives a total amount of US$ 282 million. DRM
constituted 1.4% of this total expenditure. Among may outputs and outcomes,
the US$ 282 million expenditure yielded the following results in the six year
period:

a) Among other interventions, management of land, water and forests has
contributed to improved agriculture and food security. Control of erosion,
improved soil fertility and mitigation of droughts and natural calamities
have contributed to the achievement of MGDS priority number one:
agriculture and food security®. Production of various strategic crops:
maize, rice, groundnuts, tobacco, cotton, wheéasorghum, millet, pulses,
cassava and sweet potatoes has increased from 8.1 to 13.5 MT from
2005/06 to 2011/12 seasons representing a 66% increaseé Over the
same period, the Malawi population has grown by 29% which is a benefit
to the country. The total food surplus over the six year period was 5.6 MT.

b) the Department of Forestry facilitated planting of more than 300 million
trees over 125,000 hectares of land countrywide.

c) the forestry sub-sector has been directly linked to, and has an influence
on the attainment of other key priorities set in the MGDS. Apart from the
key linkages with MGDS priority area, forests have also been important
sources of employment and income, promoters of biodiversity that is
important in ecotourism, and regulators of climae change. Full time
employment in forestry is around 29,000 with a further 130,000 jobs
involved in wood fuel supply.

d) Malawi Government has generated revenue from forestry resources
through revenue collection in a number of areas. For instance, the majo
sources of revenue in the sectors have been royalties on forestry produce
on customary estate and administration fees, licences and concessions

% Economic Valuationf Sustainable Natural Resource Use in MalaMlinistry of Finance and Development
Planning

* Annual Economic Reports 2008013

® Economic Valuation of Natural Resource Use in Malawi, Ministry of Finance
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among others. The revenue from these sources over the six year totalled
MK 1.185 billions.

e) the Community Baseé Rural Land Development Programme in Ministry of
Lands, Housing and Urban Development planned to improve incomes of
15000 rural poor households by implementing a decentralized,
community based voluntary and market assisted approach to land reform
through the provision of land to the landless and poor households. The
15142 households that had been relocated by 2010, their incomes rose by
an average of 68% one year after relocatioris

f) the tourism sector has received considerable public attentionmecognizing
it as a potential contributor to the GDP. For example in 2001 the sector
AT 1 OOEAOOAA ADPDPOIT @Ei AGAT U p8y DAOAAT O
2007, the figure increased to 5.8 percent. In 2012, tourism contributed 7.2
per cent of GDP.

g) the Department of Mtional Parks and Wildlife has been generatng
revenue through visitorsutilization of the wildlife resources found in the
different protected areas. The revenue is generated from consumptive
and non consumptive uses. Revenue from consumptive use is frasales
of trophies, honey and others. Trophies include hippo teeth, skins and
meat. Other sources of such revenue are bird licenses, game farming
licenses, game ranching licenses and hunting licenses.

h) the fisheries sector directly employs nearly 60,000 §hers and indirectly
over 500,000 people who are involved in fish processing, fish marketing,
boat building and engine repair. Further nearly 1.6 million people in
lakeshore communities derive their livelihood from the fishing industry.

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

J) the Department of Disaster Management Affes developed a National
Disaster Risk Management policy, reviewed the 1991 Disaster
Preparedness and Relief Act, incorporated DRM in primary school
curriculum, establishment of a National Platform as a coordination
mechanism for DRM/DRR under UNISDR guideés, developed and

® Annual Economic Reports, Ministry of Economic Planning and Development
! Impact Evaluation Report of the Community Based Rural Land Development Project, Franklin Simtowe
8 AnnualEconomic Report 2012, Ministry of Economic Planning and Development
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Vi.

reviewed district based contingency plans for all & disaster prone
districts, carried out capacity building for DoDMA staff and DRM focal
points from key ministries and developed the DRM handbook and
Operational guidelines.

It was aloo found out that fom 2006/07 financial year the annual
expenditure for these institutions kept rising but fell in 2010/11 and

2011/12 as there waslittle provision of resources for capital expenditure

from development partners largely because of the Mala budget reform

measure called zero deficit budgeting that the government adopted i2011.

Also key at play was the fact that Al AxE8O BDOT COAi I A xEOE
the Extended Credit Facility (ECF) went off track in mi2011 due to policy
slippages, whch triggered a suspension in donor suppoft The 2011/12
expenditure figures in US$ were significantly diminished following a 50%
devaluation against foreign currency in that fiscal year.

The development partners supported the environment and natural resarces
sector to the tune of US$99 million over the six year period through direct
support to various projects with US$43.9 millionof this amount having been
managed through the government budgeting systemFor DRM, US$44.15
million was spent through public institutions and US$5.Z million through
non-state actors and other organisationsvith no financing made through the
government budgeting system. 86% of total environment financing by donors
supported government projects, out of which 48% was ofbudget support. In
DRM, financing to government institutions constituted 60% with the
remainder having been channelled through nosstate actors and other
organisations.

Inter country comparisons with two sub-Saharan countries show that Malawi
is in line with these countries as far as spending on the environment is
concerned. The country stands between Mozambique and Rwanda where the
environmental expenditure percentage for Malawi is lower than for
Mozambique but higher than that for RwandaRwanda has emerged asne of
the best performers on environment, it would be interesting to learn how
they achieve such results with a smaller budget than Malawi.

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

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

? African Development Bank
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Expenditure Framework (MTEF) in 1998 as a step towards addressing this
challenge. However, the operationalisation of the MTEF hasdreslow due to:

a) lack of political leadership and commitment to the MTEF approach.
Government ministers and parliamentarians have taken advantage of the
AOACAO AO A 1T AT AGCAI AT O O1Til1 OF AAEEA
despite the fact that the budget i®ssentially a political process;

b) inadequate management and ceordination - the institutional rules and
procedures for planning and managing the MTEF/budget across
government were not effectively applied, the MOF did not operate as a
cohesive team to provile leadership and guidance, and the management
and coordination arrangements within line ministries were poorly
defined; and

c) lack of focus of policies and budgets on the delivery of outcomes and
outputs - policy development has been weak and not clearlyo€used on
affordable outputs and outcomes.

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

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

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

X. On average 50% of donor support is ofbudget despite Malawi being a
country that adheres to the Paris Declaration on Aid Effectiveness (2005) and
Accra Agenda for Action (2008) that advocate harmonisation of aid with
national budget system. Whilst observance to the two declarations is
necessary, Malawi Government financial management systemas been weak
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as evidenced by a massive plunder of government resources by business
opportunists, civil servants and politicians in 2013. Based on this weakness,
it becomes difficult for donors and recipients to hold each other accountable
for their commitments.

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

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

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

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

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

10 Disaster Risk Management Coordination Structures in Malawi, E1 EAT . C81 1 AT( AOOU - x Al |
! Draft Risk Management PoligyDepartment of Disaster ManagemeaAffairs
!2 Draft National Disaster Risk Management Policy (2013)
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international goals chief among them the Malawi Growth and Development
Strategy and the Millennium Development Goals. Disaster Risk Management,
National Climate Change, Aquaculture and Fisheries and Forestry policies are
in draft form. It is necessary o ensure that these policies are finalized and
approved so that they provide a direction towards achievement of
institutional goals.

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

xvii.  While section 10 (1) of the Public Finance Management Act (2003) compels
all Controlling Officers to ensure that all accounts and records relating to the
functions and operations of a ministry are properly maintained, it was fond
out that some ministries and departmentshardly keep financial records.
Stakeholders who seek to access financial data from the department are
OAEAOOAA O1 OEA | AAT O1 OAT O ' AT AOAI 80 1
Integrated Financial Management Infomation System (IFMIS) and is the
central repository of all accounting data in the government service.

F) Recommendations

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

1 All budgets that are submitted by ministries and departments should not
prepared in an ad hoc manner but béased on policy aspirations. Adherence
to the MTEF approach should be enforced despite the fact that there has
been slow progress on the operationalisation of MTEF because of lack of
political leadership and commitment to the MTEF and budgeting, inadequate
management and coordinationz the institutional rules and procedures for
planning and managing the MTEF and budget across government have not
been effectively applied and lack of focus of policies and budgets on the
delivery of outcomes and output$3. Whenrevising policies, their link with

'3 Malawi Public Expenditure Review Report No. 79868N ¢ Document of the World Bank
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the planning and budgeting system should be clearlgefined. Thekey policy
in environment, NEP, has been due for revision since 2009.

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

Government already started putting aid on budget through the
establishment of the AMP. The efforts should continue with government
assurance of strengthened financial control systems. The weak controls i
-Al AxEBO EET AT AEAI OUOOAI 6 EAO AAAI
including development partners. Government should proceed with
development and full implementation of IFMIS in all public institutions in
order to get comprehensive and reatime budget execution data allowing
effective public expenditure planning and management; in upgrading the
IFMIS particular attention should be given to measures that will facilitate
bringing donor project financing on budget.

As provided for in the draft National Disster Risk Management Policy, there
should be forward planning for disastersThe approval of the policy, which is
at cabinet level,should hastered so that it provides a mandate for forward

planning and budgeting for disasters.

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

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

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

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

Background

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

Government of Malawi, with support from United Nations Development
Programme (UNDP) and United Nations Environmentrogramme (UNEP)
through the Poverty-Environment Initiative (PEI), aims to enhance the
contribution of sound environmental management to poverty reduction,
sustainable economic growth and achievement of the Millennium Development
Goals. Ministry of Finane (MoF) in collaboration with Ministry of Environment
and Climate Change Management (MOECCM) and the Department of Disaster
Management Affairs (DoDMA), has an intended outowe of the Malawi PEI and
NCCPto integrate environment and climate change into natinal policy and
district planning, policy and budget processes in the implementation of District
$AOGATTPI AT O ol ATO6h AT A OEA AT O1 60UBO
Development Strategy Il (MGDS II, 2022016) towards the realisation of the
development blueprint Vision 2020. Through the Disaster Risk Management
Programme, UNDP in Malawi has laid down the framework of its assistance to
the Government to establish a comprehensive disaster risk management system
for the country.

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

One of the key areas of this undertaking is to analyse the budgetary process and
ensure that budget allocation is guded by key sector priorities identified

1
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through a participatory process that draws consensus from pertinent
stakeholders. Budget allocation will, in a significant measure, be influenced by

public expenditure review (PER) which provides an independent assement of

the adequacy, appropriateness and effectiveness of spending on the ENRMI

$2- OAAOI OO AO xAll AO AAAOAOOET ¢ OEAOA
Agriculture, Health, Energy and Industry. This will then inform any future

revisions of sector plans, the preparation of the Medium Term Expenditure
Framework (MTEF) / budgets and the accounting and auditing funiins within
MoECCM, DoDMAJOAFS, and many more.

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

Objective of the PER

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

Scope ofWork

The exercise was completed by ensuring that the following activities had been

carried out:

a) Public expenditure review for ENRMand DRM sectors on an annual basis
for the period 2006 7 2012;

b) An overview of allocations and trends in public expeniture for 2006 z 2012
from all sources (domestic and external revenue) captured in the national
budget;

c) Analysis of trends from 2006z 2012 in priority given to the ENRMand DRM
sectors within the overall national budget and comment on intrasectoral
allocations within the sectors;

d) Analyse the effectiveness of expenditure allocation, disbursement and
execution for the period 2006z 2012;

e) Outline the reasons for any differences between approved budgets versus
actual disbursements and expenditures for the peod under review and
explain implications in linkage to policy objectives;
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f) Analyse input mix (including recurrent versus capital, salary versus non
salary, balance between management overheads and service delivery
expenditure);

g) Evaluate the performance of Malawi in relation to regional and
international benchmarks. Cross country comparison should be made
wherever possible throughout the report. Identify lessons from
international best practices;

h) Evaluate marginal social benefits versus marginal social cost®n
environment and natural resources, climate change and disaster risk
management interventions in Malawi where possible;

i) Provide thorough and clear commentary and analysis on moves taken
towards decentralization of funds;

J) Analyze and comment on allocatins at local government level. Evaluate
current allocation mechanisms and formulas for decentralized expenditures
and provide suggestions on how this could be improved using available
data;

k) Provide a commentary on the progress and trends of government speimg
on ERNMand DRM;

[) Provide a clear analysis of the role of establishegharastatals in the
financing mechanisms as well as budget allocation and execution for
environment and climate change management. Evaluate efficiency of fund
allocation with regard to the agencies and whether establishments have had
value added to these sectors in terms of financing and execution;

m) Analyze the level oinvolvement of sectors suchas those in the rural cluster
in terms of how they have been monitoring the budget allocatn and
execution for their activities and to what extent this has impacted on the
sector objectives. What kind of monitoring tools have been used and what
trends have been observed. Discuss lessons that have been learnt from
countries with similar challenges to inform PER process in Malawi;

n) Highlight areas for efficiency savings. Compare current and projected unit
costs to other developing and Sulbaharan African countries. Identify
possible areas for cost savings and improvement in efficiency with
reference to best practice surveyed in other developing countries;

0) Identify implications of Government decentralization process for ENRNnNd
DRM sectors. Provide recommendations on pathway for future
decentralization of funds;

p) ldentify key recommendations in improving public financial management
and draft an action plan relating to the requirements for line ministries.
This should be provided in the form of a matrix of issues and suggested
responsibilities.

1.4  Methodology

8. The methodology section explains howhe study was conductedy focusing on
the ministries and other institutions that were selected for the study and
reasons for the selection. Most important ishe elaboratedescription of the way
in which the budgetary and actual expenditure figures were aived at. The type

3



14.1

1.4.2
10.

143
11.

12.

Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

of literature that was reviewed has also been outlined in this section. A study of
this nature could not be without challenges and they have hence been presented
here.

Participatory Approach

The overall approach to thisassignment was participatory with the aim of
ensuring ownership of the review results by all the stakeholders in the sectors.
The consulting team obtained data for the exercisenainly through literature
review, inzdepth discussions and administration of astructured questionnaire.
The in-depth discussions were guided by a senstructured questionnaire. The
advantage of using a semstructured questionnaire was that it made the
interviews flexible by enabling the consultants ask follomup questions where
the response was not clear or detailed information was being sought to a
particular question.

Consultative meetings and study preparations

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

Sources of Data

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

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

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

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

Institutions studied

Therefore this study centred on ggernment and parastatal institutions that are
involved in environment and natural resource management, climate change
management and disaster risk management issues. These institutions are:

MoECCMfor this vote, the study covered budgets and expenditusefor all the
cost centres

MoLHUD the review in this ministry centred on costs related to land
management and conservationexcluding housing and building. Our focus,
according to the adopted definition of environment leansas far as possibleon
natural resources exclugng man made (brown) environment.

MOAFS the costs related to environment and natural resources are those for

the Fisheries Department and the following programmes in the ministry: Land

Resource Survey and Evaluation, Land Resource Mgeaent and

Environmental Conservation and Education as Syprogrammes 17,18 and 19
5
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respectively. The $193 million which ASWAp budgeted for sustainable land
water management in the first year of its implementation (2011/12) did not
pass through the normalgovernment budgeting and reporting system hence it
has not been counted in the calculation of the ENRM expenditure.

MolWD: in this vote the study focused on the budgets and expenditures for
water development and management leaving out irrigation. The rectent costs
calculated were those for water resources development and management
(programme 56). Under this programme there are two sufprogrammes
namely, water supply and sanitation and water resources development (sub
programmes 11-13 and 21-23). The deision to include water was based on the
goals, objectives and strategies on water development as promulgated by the
Revised National Environmental Policy (2004). Further, the Water Policy
(2005) describes water as fundamental aspect of the environment. ternational
practices were also considered before including water in the analysis.

MoTWoC this review singled out the costs for management of wildlife.

City, municipality, town and district councilssince 2009/10 financial year, as
part of the processof decentralization, funds to various sectors including water,
environment and forestry have been transferred by Ministry of Finance to the
local councils. These transfers and the corresponding expenditures have been
captured in this report. For local auhorities, the team counted expenditures for
environment that were incurred by the four city councils (2009/10z 2011/12),
two municipalities (2010/11 z 2011/12), eight town councils (2009 z 2010)
and for environment, water and fisheries in twenty eight digrict councils from
2009 to 2012.

The Department of meteoological services was a cost centre iMinistry of
Transport and Public Works in 2006/07 Since it is only one yearjuring the
review period, in which this happened, tle expenditure for this department has
beencounted under MOECCM

MoH has been budgeting and incurring expenditures on environmental health.
The Department of Environmental Affairs confirmed that it has been working
hand in hand with Ministry of Health on matters of environmental halth hence
these costs have been counted as forming part of environmental expenditure.

University of Malawi, Mzuzu University and Lilongwe University of Agriculture
and Natural Resources are government subvented universities that have been
providing education in environment and natural resources. The costs that were
incurred for providing this education have been counted in the PERhe other
parastatal whose expenditures have been included in the review is the National
Herbarium and Botanic Gardens of slawi.

DoDMA is a cost centre in the Office of the President and Cabinet. The

AAPAOOI AT O8O AT OO0 &£ O AEOAOOAO DPOADPAOAA
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captured in the national budget over the six year period under review have
been used in the assignma.

Counting of Expenditures

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

Programmes Reviewed for Public Expenditure Review

The institutions, cost centres, programme and suprogramme ades that have
been used to arrive at the budgets and expenditures are detailed in the table
below:
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Table 11 Programmes Reviewed for Public Expenditure Review

470 Ministry of Environment and dimate ChangeManagement
001 Ministry Headquarters
007 Environmental Affairs Department
008 Forestry Headquarters
009 Forestry Research Institute of Malawi
010 Regional Forestry South
011 Regional ForestryCentre
012 Regional Forestry North
014 Malawi College of Forestry and Wildlife
016 Viphya Plantations
018 Energy Division
019 Meteorological ServicesHeadquarters
020 Meteorological ServicesKamuzu International
Airport
Fisheries cost centes for the year 2006/07 as in
MOAFS below
130 Ministry of Lands,Housing andUrban Development
001 Lands Headquarters
002 Lands Northern Region
003 Lands Central Region
004 Lands Southern Region
005 Lands South Eastern Region
006 Environmental Affairs Headquarters
007 Meteorological Headquarters
008 Meteorological ServicesKamuzu International
Airport
190 Ministry of Agriculture and Food Security
SubProgramme 017z Land Resource Survey and Evaluation
Sub-Programme 018z Land Resouce Management
Sub-Programme 019z Environmental Conservation and Education
051 Fisheries Headquarters
052 Fisheries Office Mangochi
053 Divisional Fisheries Offices (South)
054 Fisheries Offices (North)
055 Fisheries Offices (Centre)
210 Ministry of Irrigation and Water Development
001 Water Services Headquarters
Programme Water Resources Development anManagement
002
360 Ministry of Tourism, Wildlife and Qulture
001 | Tourism, Wildlife and Culture Headquartersy Costs

8
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Relating Wildlife only
006 Director of Parks and Wildlife
310 Ministry of Health
Sub Programme 21 Environmental Health Services
LOCAL COUNCILU&nvironment, Water and Fisheries)
601 - 604 | 4 City Councilg2009/10 z 2011/12 financial years)
804 -806 | 2 Municipalities (2010/11 z 2011/12 financial years)
801z 809 | 8 Town Councils (2009/10 financial year)
901 -928 | 28 District Councils(2009/10 z 2011/12 financial years)
Subvented Statutory Corporations
University of Malawi
Lilongwe University of Agriculture and Natural Resources
Mzuzu University
National Herbarium and Botanic Gardens of Malawi
090 DoDMA

Programme 01z Disaster Management

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget for 2006/07
to 2011/12 financial years

1.4.8 Data Analysis

18.

The instruments that were used in the study generated both qualitative and
guantitative data. The analysis of budgets and actual expenditures was based
on the quantitative data whilst the comments were as a resuof both the
qualitative and quantitative data that was collected. The team also calculated
variance (differences between budgets and actual results) based on the
guantitative data that was collected from various documents as well as the
structured questionnaires. MGDS costed targets were also identified and
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1.4.9 Limitations

19.

20.

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

Secondly, there was limitedfinancial data in most of the public institutions on
actual expenditures in the three sectors. Some key institutions ultimately
completely failed to provide necessary data for the assignmenThough very

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

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

Summary of ENRMand DRM Expenditure s

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

Table1l.22 Summary of Total ENRMExpenditure 2006/07 to 2011/12 (MK

Millions)
Institution 2006/07 | 2007/08 | 2008/09  2009/10  2010/11 2011/12 |  Total |
MoECCM 1340 870 1416 1599 2307 2325 9857
MoLHUD 2019 2023 2271 2967 989 436 | 10705
MoAFS 267 540 695 811 600 1121 4034
MolWD 1048 1372 2233 2740 2604 2881 | 12878
MoTWC 77 202 625 629 490 | 284.5| 2307
MoH 121 184 206 257 289 119 1086

Local Councils 168 148 159 475

Subvented SCg 334.56| 331.3| 431.3 531 | 483.47| 609.5 2721

Totals 5207 5462 7877 9702 7880 | 7935.5| 44063
US$/MK4 140| 140.6] 141.3] 149.5| 1615 244
US$ Million 37.19| 38.85| 55.75| 64.89| 48.79| 32.52]| 277.99

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

1 Reserve Bank of Malawi
10
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Table 1.3:  Summary of Total DRM Expenditureby DoDMA 2006/07 to
2011/12 (MK Millions)

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

DoDMA 72 187 73 80 89 153 654

US$/MKS 140 140.6 | 141.3 [1495 |1615 |244

US$ Million 0.51 1.33 0.52 0.54 0.55 0.63 4.08
Source: Compiled fromAnnual Appropriation Accounts for 2006/07 to 2011/12 financial years

Ministries of Environment, Water and Lands incurred more than/5% of the
environment expenditure while the remainder was shared by five institutions,
the least being local counds with 1%. The proportion of environment
expenditure by institution is presented in the figure below:

Figure 1.1: Proportion of ENRM Expenditure per Institition 2006 - 2012

ENRM ExpendituredPer Institution

Parastatals

MoH |ocal Authorities ~6%
2% 1%
MoTWC
5%

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

> Reserve Bank of Malawi
11
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dollar in that year. The figure below shows the levels of ENRM expenditure on
an annual basis for the six years.

Figure L2  Total Annual ENRM Expenditure
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The environment expenditure that was managed through the national
budget for the six year period translates t03.15% and 0.96% of the total
reported government expenditure and total GDP respectively. In
Mozambique, from 2007 to 2010 the environmental expenditures were
4.3% of the state budget, and 1.375% of GDP for the same period. This
falls below what is required to significantly reduce the losses that the
Mozambican economy is currently facing due to environmental
degradation.

Malawi estimates that unsustainablenatural resource use costs Malawi
5.3% of GDP each ye#r while the Mozambican economy experiences
estimated losses of 17% of the GDP every year due to environmental
degradation and the inefficient use of natural resources he focusof the
Economic Valuaion of Sustainable Resource Use in Malawias on four
sectors of forestry, fisheries, soil and wildlife. The environmental
expenditure in Rwanda, as a percentage of government budget rose from
1.4% in 2009/2010 to 2.5% in 2012/2013 while as a percentage oGDP

it was 0.89%.The table below shows these inter country comparisons

'8 Economic Valuation of Sustainable Resource Use iavdlalMinistry of Finance and Development Planning
January 2011

12
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Table 14: Inter Country Comparison of Environmental Expenditure
ENRM ependiture as a percentage of 3.15% 4.3% 2.5%
national budget
ENRM e&penditure as a percentage of GDP | 0.96% 1.375% 0.8%9%
Annual loss (percentage of GDP) as a resy 5.3%!8 17%?1° -
of unsustainable natural resource us¥
Period of thePER 2006 72012 200572010 2008z 2012
Year of Reporting 2014 2012 2013

Source: Environmental PERReports

28.  For the six year period, the MalawDisaster Risk Managemenéxpenditure that
was captured in the nationalbudgets under DoDMAtotalled MK654 million or
US$4.08 million (against a budget of US$.14 million) at the respective
applicable exchangeates. The varianceof US$0.94 millionon the DRM budget
arosedue to the MK 140 million purchase of maize by government to replenish
the strategic grain reserves in 2007 Adding the environment and DRM
expenditure we arrive at the total of MK41.717 billion (US$82 million). The
figure below shows the levels of DRM expenditure for the six years.

Figure 13:  Total Annual DRM Expenditure

DRM Expenditure as Reported in National
Administrative Systems
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AT O1T O0OUGB O b1 b Gd akeadandiislangely Gebéhdehktion sGbGistence
agriculture and natural resources endowment for a living.This situation is
similar to Rwanda and Mozambique where the population that lives in rural

' No data for Rwanda
8 Draft Strategic Plan, Ministry of Environment and Climate Change Management, 2013
¥ puplic Environmental Expenditure Review, Mozambique, RGIEL0
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areas and essentially derives its livelihood from naturbresources is 87% and
70% respectively.

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

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

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

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

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

There are more strategies in these and other ENRM policies that adabe for
local level involvement in these sector including the draft DRM policy which
provides for establishment of Disaster Risk Management Committees known as
#EOEI 001 OAAOGETT #1011 EOOCAAO j#0#560(Q
implementation of the policy at City, Municipal, District, Area and Village levels.
This study reveals that, despite the above provisionsjegligible amounts of
ENRM funds are remitted to local councils foORT No money is provided for
development projects in environment in local councils.DRM is not yet devolved

14
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to local councils.In theory, priorities are well set, unfortunately the practice is
different, the situation which is often blamed on lack of capacity at the local
level. At local level the argument is that tle capacity is there, the resources are
not provided. The national level argue the capacity is not there, therefore
resourcesshould not be provided. And so it goes back and forth. There is need
to meet in the middle to move forward.

Structure of the Report

This report is structured as follows: Chapter 1 is the introduction which
provides the background of the study, its objectives, scope, methodology and
challenges encountered in the study procesand a summary of the review
results. Chapter2 provides the macroeconomic environment in which Malawi
operated in the period under review. In chapter 3 the team demarcates the
boundary of the study by definingpublic expenditure review and providing the
understanding of environment and disaster risk management sectors and sets
the context in terms of outlining the laws and policies that govern the sectors
under review and thepublic institutions that are involved.

Chapter 4provides a detail and analysif findings focusing on the budgets and
expenditures in ENRM and DRM for the keypublic institutions involved in the
sectors. Chapter5 discusses the expenditure input mix and variance analysis.
Chapter 6 contains a discussion of the contribution of various stakeholders to
ENRM and DRM. These stakelders include local authorities and development
partners. Chapter 7 is a commentary onthe effectiveness of the expenditure
efficiency savings, and marginal costs and benefit€hapter 8 contains a matrix
of identified gaps and study recommendations whilst chapter 9 is the
conclusion.

15
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CHAPTER 2:MACROECONOMIC ENVIRONMENT

Introduction

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

Macroeconomic Trends 20

After experiencing a period of weak macrdiscal performance marked with
large fiscal deficits, high inflation, high interest rates, and unpredictable donor
inflows between 2000-2004, Malawi gained steady growth, restoration of donor
support, and a stable macroeconomic environment from 20062010. During
this period, the economy grew by nearly 7% per annum and inflation remained
between 68%. There was a relatively stale balance of payments with
manageable current account deficits.

Government reforms, debt relief, and grantsincluding budget support, from
development partners led to steady improvement in the fiscal situation. First,
beginning 2005/06, the Governmet implemented reforms to improve tax
effort, expenditure control, and fiscal discipline. The fiscal deficit, excluding
grants, declined from about 13.3 percent of GDP in 2005/06 to 10.3 percent of
GDP in 2009/10 (Table 2.1). Second, Malawi had increasedcaess to debt relief.
Malawi reached its Highly Indebted Poor Countries (HIPC) initiative completion
point in August 2006 and subsequently qualified for Multilateral Debt Relief
)TEOEAOEOA j-%$2)Q8 -Al AxEG60 AgOAOTl Al
percent of GDP) at the end of 2005 to only $0.8 billion (20 percent of GDP) by
the end of 2006. The external debt service payments in the budget decreased
from 3.7 percent of GDP in 2004/05 to 1.5 percent of GDP in 2008/. Third,
Malawi concluded a series oarrangements with the IMF and received Poverty
Reduction Support Grants (PRSGs) from the Bank. The Common Approach to
Budget Support (CABS) development partners also resumed budget support.
From 2006/07 to 2009/2010, on average, Malawi received grants ammting to
nearly 10 percent of GDBPer annum.

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

% Source: Malawi Aggulture PER 2013
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banking system in2006/07, 2007/08 and 2009/ 10 (Table 21). Thus the total

stock of domestic debt fell from 24 percent of GDP in 2004 to 14 percent of GDP

by 2010. This reduction helped improve the fiscal situation by reducing

domestic interest payments in the budget from 4 to 2.7 percent of GDP (High

interest payments, almost 8.5ercent of GDP in 2004/05, were a major factor in

OEA TAOEI 160 AAOI EAO EEOAAI AEOANOEI EAOE(

- AAOT AATTTTEA EI AAT AT AAO EIT OAcCobdn2OAA -
performance beginning 2008. In 2009 high fertilizer prices and the election
year increasein expenditures (by almost 1.2 percent of GDP) triggered a fiscal
disequilibrium. Governance problems and a series of political missteps led to a
withdrawal of donor support and total grant inflows fell from 10.3 percent of
GDP in 2008/09 to only 4.4 percat by 2011/12. Budget support, which
finances many critical expenditure items, fell from a high of 4.5 percent of GDP
in 2009/10 to O by 2011/12. The resulting fiscal and external imbalances
required a robust policy response, fiscal adjustment and monetaryestraint.
Unfortunately, the Government maintained a policy of fixed exchange. With
uncontained expenditures and waning donor support, the Government had to
borrow domestically, even from the RBM, to finance the widening fiscal deficit.
Net domestic financing of the budget went from net repayment to the banking
system in 2009/10, to net borrowing of 1.7 and 6.8 percent of GDP in 2010/11
and 2011/12, respectively.

17
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Table 2.1 Key Economic Indicators, 2006/072011/12 (Percent of GDP
Unless Specified Othevise)2!

06/07 07/08 08/09 09/10 10/11 11/12

National Income and Prices
Real GDP Growth (%) 9.5 8.3 9.0 6.5 4.3 1.9
Nominal GDP (MK Billion) 511 601 710 812 880 1056
Inflation (CPI Annual Avg %p.a) 8.0 8.7 8.4 7.4 7.6 213

Fiscal Trends (fiscal year)

Revenue 30.6 29.4 32.1 33.8 32.1 26.5
Tax revenue 16.5 17.3 18.2 18.6 20.8 19.4
Non tax revenue 15 1.5 2.3 4.9 3.8 2.7
Grants 125 10.5 11.6 10.3 7.6 4.4
o/w Budget support 1.9 2.3 3.0 4.5 1.8 0.0

Expenditure and net le nding 31.9 30.0 37.8 33.8 35.0 34.9
Current expenditure 20.3 18.6 30.6 25.7 27.2 27.0

Wages and salaries 5.1 5.4 5.7 5.9 6.9 7.2

Of which:Health SWAp 0.2 0.2 0.2 1.1 0.6 1.0
Interest payment 3.5 2.2 2.7 2.8 2.7 2.5
Domestic 3.1 2.1 2.6 2.7 2.6 2.2
Foreign 0.4 0.1 0.1 0.1 0.1 0.2
Goods and services 6.6 55 13.1 11.0 11.2 9.8
o/w Generic goods and services 4.7 3.1 6.7 5.8 4.8 5.5
Subsidies and othercurrent 5.1 55 9.0 6.0 6.4 6.1
transfers
o/w Transfers to public 1.6 14 1.9 1.7 1.7 1.8
entities
o/w Fertilizer and seed 2.0 27 5.8 2.9 2.6 25
subsidy
Arrears adjustment 0.1 0.0 0.1 0.0 0.0 15
Development expenditure 115 115 7.1 7.9 7.7 8.0

Part 1 (foreign financed) 9.0 8.1 4.9 4.5 3.7 3.6

Part Il (domestically 2.4 3.4 2.2 34 3.9 4.4

financed)

Net lending 0.1 0.0 0.0 0.2 0.1 0.0
Overall balance (excluding grants) -13.9 -11.2 -17.3 -10.3 -10.5 -12.8
Overall balance (including grants) -1.3 -0.6 -5.7 0.1 -2.9 -8.4
Total Finance (net) 1.3 0.6 5.7 0.1 2.9 8.4
Foreign financing (net) 1.0 2.5 2.0 0.9 1.3 1.6

Borrowing 2.1 2.7 2.2 11 15 1.9

Repayments 11 0.2 0.2 0.2 0.2 0.3
Domestic financing (net) -0.3 -1.9 3.7 -0.9 1.7 6.8
Discrepancy 0.7 0.0 -0.1 -0.1 -0.1 0.0
Net domestic debt, percent of GDP 12 17 18 14 16 20
Balance of Payments Trends
(Calendar Year)

Real Export Growth 34.5 30.9 23.1 154 4.3 10.8

Real Import Growth -12.5 59.1 -18.9 73.4 -8.8 15.9

Current A/C Deficit Without Grants -16.3 -25.0 -19.3 -21.7 -16.4 -19.3

Current A/C Deficit Grants 1.0 -9.7 -4.8 -1.3 -5.9 -7.1

Gross Official Reserves (Mahs of 1.2 15 0.7 15 1.0 11

Imports)

Exchange Rate (MK/US$) 140 140.6 141.3 149.5 161.5 244

Source: Malawi Agriculture PER Report

# Malawi Agriculture PER Report
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Over the period of the study, 61.6% of the population lived below the poverty
line of US$1.25 per day. According to the United Nations Development
Programme Human Development Index (HDIpf 2013, Malawi ranked 160 out
of 177 in 2007, 161 out of 176 in 2008, 160 out of 182 in 2009, 153 out of 169
in 2010, 171 out of 187 in 2011 and 170 out 18%n 2012 and 174 out of 1&
countries in 201322,

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

Malawi Government Budget Process

The Ministry of Finance in conjunction with Ministry of Economic Planning and
Development holds budget consultations with stakeholders usually three
months before budget presentationto discuss focus area®f the budget in the
coming year. These sessins comprising donors, businesscommunities,
academia parliamentarians, chiefs and the general public generatea glossary of
ideaswhich is input into budget formulation. Attention is given to expectations
of the various groups.The pre-budget meetings provide a forum for the public
to contribute and comment on the government fiscaimanagement. The public
has the opportunity to communi@ate observations made on budget
implementation of previous years and make recommendations for
improvement.

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

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

#Jnited Nations Development Programme, Human DeveloprRamort
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its goals and objectives. A weltlesigned and comprehensive budget that
captures all relevant information and provides an efficient allocation of limited
resources is dependent on existence of clearly defined goals and objectives.
Government policy documents, such as the MGDS provide the general direction
of focus in the pursuance of economic excellence.hd onus falls on each
spending agency to translate such policies into activities in accordance with the
strategic plans and area of responsibility. Identification and documentation of
priority areas by Ministry of Finance in agreement with implementing agecies

is critical to budget process. Priorities guide the allocation of funds among
ministries and programmes and ensure that ministries submit budgets
consistent with overall governmentstrategies.

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

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

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

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

The budget is a maze of activities linked together and involving different
players. The key players in the process are charged with varied responsibilities:

1 Line ministries/Local Authorities or spending agenciesz develop and
submit both revenue and expenditure budgets in line with their strate
plans and sectoral policiesNational Assembly- revenue collection and
expenditures can only be incurred with parliamentary appropriation.
Funds are apprgriated after careful analysis of the provisions.

1 Treasury z mobilizes resources required to finance activities and
enforces fiscal discipline.

1 Accountant Generalz establishes and maintains the accounting system
and accounting standards.

1 Reserve Bank of Mlawi 7 takes the advisory role to the government on
fiscal discipline especially as a watchdog on monetary issues.

1 National Audit Office zensures that expenditures were incurred as
approved and in accordance with public accounting standards (eante
role).

f National Statistics Office (NSO} . 3/ AT i DbOOAO OEA Al O1
Domestic Product (GDP). The formulation of macroeconomic model is
based on the GDP where aggregate government expenditure variable is
used.

1 National Local Government Finance Committee (MGFC) z NLGFC
formulate ceilings for all the assemblies using the approved formulae for
the sectors. It ensures the efficient and effective utilization of financial
resources by assemblies.

1 International Monetary Fund (IMF) z Project budget ceilings usingthe
Al 01 Oouso6 '"s0 AT A T AAOTAATTTIEA ETAEA,
NSO and Ministry of Finance in the Budget Framework.

7 Office of the President and Cabinet (OPQ) The Cabinet: provides
direction in the formulation of ceilings and approves allocatd amounts
before communicating with spending agencies.

1 Civil Society, NGOs and citizens provide input by stating their
expectations and aspirations during pre budget consultation meetings

Budget Revision

Regular budget reviews provide an oppdunity for Ministry of Finance,
implementing agencies and othestakeholders to further analyze data collected
through monitoring. The purpose of budget reviews is toshare information,
reflect on the implication, make collective informed decisions and take
appropriate managementaction to support effective budgetimplementation.

The Ministry of Finance produces a migear budget review to take into
consideration changes that weremade during the budget implementation for
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the first half of the financial years. During this period somevotes experience
increaseand decreasein their allocations.

The first monitoring systemis basedon monthly expenditure returns produced
through the IFMIS system. The same information is used to prepare financial
audits a the end of theyear. This system is purely araccounting function, and
the reports produced do not provide informaion on activities, outputs and
outcomes.

The Ministry/Departments and Local Assemblies expenditure returns capture
expenses on line kmswithout indicating corresponding results and outcomes.
Consequently, thereis little or no information to assist other stakeholders to
track down progress on the budget implemerdtion as regards to outputs and
outcomesagainstplanned/budgeted activiti es.

The other current monitoring system is the field visit monitoring where spot
checks on physical progress irterms of actual activities completed, outputs
delivered and expendituresincurred against budgeted plansand expenditures
are undertaken. The advantages of this system ithat other stakeholders such as
Parliament, the Civil Society and the Cooperating partners, can easily nior

progress made in terms ofoutput, and outcomes delivered against budgeted
expenditures and results.

Expenditu re Control through Public Financial Management

The 2007 PER identified weak expenditure control as an important cause of
poor fiscal outcomes. Certain reforms are being implemented éble 22 below).

The recent revelation of massive fiscal scandal hdswever called for forensic
audits and comprehensive review of IFMIS. Further PFM and IFMIS reforms are
meantto be determined by the outcome of such audits and system reviewAs

the PER was coducted just at the time when the majorfiscal frauds were
uncovered, specific plans for IFMIS reforms are outside the scope of this PER.
4EA OAOGEAx 1T &£ OEA 1| OAEOT O ' AT AOAI1 60
however, sheds light on the longasting problems to be uprooted:

Loss of data/errors occurs due to huma intervention.

The time taken to capture ministry budgets by Budgets Department is
too long.

Budget template does not take into account the outputs of the MDAs.
Budget virements are done outside the normal system functionality.
Thereisno clear linkofEA AOACAO O [ ET EOOOUBGO
Inaccurate budget report figures from system have been observed.
Budgeting/Planning Framework is not available to MDAs.

Connectivity on the budgeting function is not stable. Lack of redéime
updatesat regional level

= =

= =4 =4 -8 -8 9
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1 CPOs leads to budget figure variances between approved budgets and
IFMIS budgets.

1 Budget Department does their own system administration although they
are also system users.

1 There is no segregation of duties between user rights and system
administratio n rights.

1 Incidences of MDAs and therefore GoM exceeding budgets are very high.

Major challenges in the PFM system remain. The 2011 PEFA assessment found
very little improvement since 2007 in the average scores for six key dimensions

of the PFM syste8 )1 A£AAO OEAOA xAO A Ol ECEO
AT A ' OAEOO6 O Aup ankie redomvendEiiohsiof the National Audit
Committee and the Rblic Accounts Committee (PAC) has been weak. Finally,
Malawi continues to accumulate large arre, due in part to poor expenditure
management and fiscal reporting. Parastatals and Government departments
frequently acquire goods and services on credit, with no repercussions.
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Progress of Reforms for Expenditure Control

Table 2.2:

Improve Budget
Comprehensiveness

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

Progress of Réorms for Expenditure Control

The Government plans to
progressively extend processes for
capturing donor funded project
transactions in IFMIS to all projects
where bank accounts are controlled
by the Government

IFMIS

Rolled out the Integrated
Financial Management
Information System
(IFMIS)

Configure the IFMIS purchase order
module to support commitment
control. Reimplement IFMIS on the
basis of comprehensive review
following the

planned forensic audits late 2013

Internal Audit

Strengthened Internal
Audit Committees

Further strengthen the Internal Audit
Committees in 10
largest spending Ministries

Regularly issue minutes of the
Internal Audit
Committee meetings.

Domestic Arrears

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

Government has already verified
these arrears and promissory notes
have been issued for nearly MK 40
billion have been issued to settle a
part of the arrears.

For the rest, the plan is to settle them
through budgetary provisions over
time

To avert the build up of arrears in the
future, the Local Purchase Order
Module (LPO) in the IFMIS is being
strictly enforced.

Payroll
Management

Human Resource
Management System
(HRMIS) has been
introduced

HRMIS system to be extended to 12
district councils. This will avoid the
build up of arrears onteachers pay.

A payroll audit of all civil
servants was

carried out and currently
salaries are

being paid directly to
public employees

bank accounts.

Source: Malawi Public Expenditure Review Report No. 7986MW

The Medium Term Expenditure Framew ork
In order to address the challenge of the weak link between policies and budgets,

a number of countries, including MalawiMalawi introduced the Medium Term
Expenditure Framework (MTEF) The framework is a budgetary system that
seeks to link policymaking, planning and budgeting. It is a transparent planning
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and budget formulation process within which the Cabinet and central ageres
establish credible bases forallocating resources to their strategic priorities
while ensuring overall fiscal disciplne. It entails preparation of three-year
rolling budgets that are drawn annually and a fiveyear National Development
Plan. Depending on available resources, it establishes the cost of implementing
activities that will achieve the targets and meet objecties.

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

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

The MTEF draws objectives, priorities and targets from Sector Strategic Plans

(SSP) to allocate resources to a@iE OEAO8 - 4%& AOOEOO O ¢
emphasis from inputs to defined priority activities and outputs. In Malawi,

MTEF was introduced into the budget formulation process in the 1994/95

financial year.
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CHAPTER 3 DEFINING THE BOUNDARIES OF THE STUDY

Introduction

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

Defining the Terms

AEA OOAOOEIT C DPIETO &£ O OEEO 0%2 xAO O 7
AT A OAEOAOOAO OEOE 1 AT ACAi AT 06 AopAl AEOO
to the conclusion that this is not as straight forward as it seemsn Ithis study,

the team was guided by the definitions of environment, climate change and

disaster risk management as provided in the relevant laws and policies. Whilst

the team focused on budgets and expenditures made by five ministries that are

directly involved in the sectors under review, transfers and expenditures for

water, fisheries and environment in local councils and DoDMA were also

reviewed.

Environment

The Environment Management Ac{1996) defines environment as the physical
factors of the surroundings of the human being including land, water,
atmosphere, climate, sound, odour, taste, and the biological factors of fauna and
flora, and includes the cultural, social and economic aspects of human activity,
the natural and the built environrment23. It was felt that the definition as
provided by the Act is too broad for this study as it encompasses all issues
surrounding a human being, including the brown (artificial) environment. To
narrow down this definition, the mission and the mandate of he current
ministry responsible for coordinating activities in environments, MoECCM
provided some direction.

The mission statement of the ministry reads as follows: To coordinate, and
promote participation of all stakeholders in the sustainable dewpiment,
utilization, and management of natural resources and environment for secio
economic growth and development of Malafii

The mandate of the ministry is:Conserve, protect and manadbe environment,
climate, forests and other natural resources for stainable socieeconomic
development of Malavip

% Environmental Management Act of 1996
2 Ministry of Environment and Climate Change Management Strategic Plan
= Ministry of Environment and iBhate Change Management Strategic Plan
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The consulting team centred their study on key areas in which this and related
ministries operate namely, environment coordination, meteorological services,
land, forestry, fisheries, water and wildife (environmental protection and
natural resource management) The selection is further guided by the
classification of environmental activities as given in the table below:

Table 3.1 Classification of Environmental Ativities (CEAYS

Environmental P rotection Resource Management

1 Protection of ambient and| 1| Management of energy
climate resources
2 | Wastewater management 2 | Management of timber
resources
3 Waste management 3 Management of aguatig
resources
4 Protection and remediation off 4| Management of other
soil, ground water and surface biological resources
water
5 Noise and vibration abatement] 5| Management of water
resources
6 Protection of biodiversity and| 6| Research development
landscapes activities for resource
management
7 Protection agairst radiation 7| Other resource managemen
activities
8 Research and development fol
environmental protection
9 Other environmental
protection activities

Source: International Monetary Fund

The items in the classification serve to provide an assurh AA OEAO OEA
selection of the issues to be included in the PER is not outside the generally
accepted international practicesfor such studies.This classification has been
endorsed by the United Nations, the OECD, the European Union, the
Internation al Monetary Fund and the World BankThe same classification has

also been adopted by COFOG (Classification of Functions of Government) which
concerns all General Government Functions.

% MF (2001) Government Financial Statistics Manual
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3.2.2 Climate Change

68. Climate chang@’ is defined as the chang in climate that is attributed directly or
indirectly to human activity that alters the composition of the global climate,
whereas natural climatic fluctuations from year to year is termed climate
variability. Climate change is attributed to an increaseni the greenhouse gas
(GHG) concentrations in the atmosphere resulting from humamduced
activities. The main greenhouse gases of concern are: carbon dioxide §;0O
methane (CH), nitrous oxide (NbO) and the chlorofluorocarbons. These gases
trap outgoing long wave radiation in the lower levels of the atmosphere, thereby
resulting in global warming.

69. In addition, deforestation contributes to climate change in that it lays the soll
surface bare resulting in radiation imbalance and trapping of GO Climate
change is manifested through many climatic hazards or calamities, such as
intense rainfall, floods, seasonal droughts, muHlyear droughts, dry spells, cold
spells, strong winds, thunderstorms, heat waves, landslides, hailstorms,
mudslides, and epidemics.All these have serious effects on all sectors of
economic growth, especially the agriculture sector, which is the engine of
growth ofthe- AT AxE6 0O AATTTi U8

70.  The efforts of the Ministry of Environment and Climate Change Management in
promoting climate change adaptation and mitigation is derived from the draft
Climate Change Policy2012) which aims at contributing to the attainment of
OOOOAET AAT A AAGAT T PI AT O ET 1 ETA xEOE - Al
- Al AxEBO ' Ol xOE AT A usaAddVision 2020A 1t €eek8 DO A OA C
achieve this through better adaptation to, and mitigation against, climate
AEAT CAh xEOE A &£ AOO 11 OAOGEI EAT AA AOQEI /
Change Policy creates an environment for the development of a counwide,
coordinated and harmonized approach, which attends to the needs and
concerns of all sectors of society, while ensuring continued sustainable
development.

3.2.3 Disaster Risk Management

71. According to the Disaster Preparedness and Relief Ac991), "disaster" means
an occurrence (whether natural, accidental or otherwise) on a large scale which
has caused or is causing or is threatening to cause
a) death or destruction of persons, animals or plants;

b) disruption, pollution or scarcity of esseatial supplies;
c) disruption of essential services;
d) influx of refugees into or out of Malawi;

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

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

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

In defining disaster risk management, lhe Malawi Risk Management Handbook

quotes the United Nations International Strategy for Disaster Reduction as the
systematic process of using administrative directives, organizations, and

operational skills and capacities to implement policiesstrategies and coping

capacities in order to lessen the adverse impacts dfzards andthe possibility

of disaster. 4 EEO OAOI EO A1l A@OAT OEIT 1T &£ OER&
manA CAT AT 606 O AAAOAOO disésteArisk® MkastErARKA E OOC
management aims to avoid, lessen or transfer the adverse effects of hazards

through activities and measures for prevention, mitigation and preparedness.

The study framework is identified by the two definitions.

Definition of Public Expenditure

The Malawi Public Finance Management Act (2003) does not define public
AobAT AEOOOAS (T xAOAO EO AAEET AO DPOAI EA
money, received by the government,nicluding all revenue grants, loans and

other moneys, and all bonds, debentures, and other securities received by, or on
account of, or payable to, or belonging to, or deposited with the government or

any ministry by any officer of Government in his capacgjtas such or any person

I'T AAEAI £ 1 2 Thid défhiddn lisAnid® épen on the sources of

money but it treats such money as public money if it is received and kept by

pure government ministries and departments.

The Public Procurement Act 200 @ AAAZET AO bDPOAI EA AOT AO
resources appropriated to procuring entities through budgetary processes, aid

grants and credits put at the disposal of procuring entities by foreign donors, or
OAOGAT OAO 1 £ b @&iThiCdefitioq is fathed fedifehodthe type of

entity involved because it focuses onprocuring entities, which include
parastatals

Since the two pieces of law do not provide clear straightforward framework, ]
we would further be guided by the New Partnership for AMAS O $AOAT T DI A

2 pyblic Finance Management Act (2003)
2 public Procurement Act (2003)
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(NEPAD) guidelines for conducting agriculture PERshich specify that only net
transfers to public enterprises operating in the agriculture sector on a
commercial basis slould be taken into account in suciPERSO.

Based on the two defiitions and the NEPAD guidelinesthis study considers all
expenditures by ministries, departments, local councils and semi and fully sub
vented statutory corporations as public expenditure.

Accordingly, the general definition of public environmental expenditure is
Oxpenditure by public institutions for purposeful activities aimed directly at the
prevention, reduction and elimination of pollution or any other degradation of
the environment resulting from human activity, as well as natural resource
manACAT AT O AAOEOEOEAO 11 0 AEi AA AO OAOI OO0/
No instantaneous literature has been singled out as having defined public
disaster risk management expenditure. However, the definition can be
construed from the definitions of pblic expenditure and disaster risk
management as follows: expenditure incurred by government and its
institutions at central and local levels for purposes of reducing the risk, impact
or effects of a disaster or threatening disaster situation.

Key Laws and Policies

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

%0 Malawi Public Expenditure Review, Report No. 79888/, World Bank
31 Auphil Swanson and Leiv Lunderthors (2003)
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Table3.2:

Partners

KeyLaws andPolicies and theRespectivelmplementing

1 Environment

Management Act (1996)

Forestry Act (1997)

Draft National Climate

Change Policy (2012)

1 Forestry Policy (1996)

1 National Environmental
Policy (2004)

Ministry of
Environment
and Climate
Change
Management

To coordinate, and promote purticipation of all

stakeholders in the sustainable development
utilization, and management of natural resources
energy and environment for socieeconomic growth
and development.

91 Disaster Preparedness

Department of

To direct and coordinate disaster managemen

1 Mzuzu University Act
(1997)
1 LUANAR Ac{(2011)

and Relief Act (1991) Disaster activities at national level in order to improve and
1 Draft National Disaster Management safeguard the quality of lifefor Malawians
Risk Management Policy |  Affairs
1 National Parks and Ministry of | To promote tourism, conserve and manage wildlife,
Wildlife Act (2012) Tourism, OPEITT A AT A POTITTOA - Al Ay
1 Wildlife Policy (1996) Wildlife  and | through study, conservation and preservation of
Culture TAOETT Al EAOEOAGCA & O OFE
economic and scial growth.
1 Water Resources Act Ministry of | To manage and develop water resources for
(2012) Irrigation and | sustainable, effective and efficient provision of
1 National Water Policy| Water portable water, sanitation and irrigation systens in
(2005) Development | OOPDT 00 1T £ - Al AxE80 AATT
development agenda.
National Land Policy| Ministry of | To create an enabling environment for, effective and
(2002) Lands sustainable provision of land and housing
management services to the general public in orde
to promote and encourage sustainable economic
growth
1 Fisheries and| Ministry of | Promoting agricultural productivity and sustainable
Aquaculture Policy |  Agriculture management ofland resources to achieve food
(2001) and Food | security, increased incomes and ensure sustainable
1 Fisheries Conservation| Security socio-economic growth and development.
and Management Policy|
(1996)
National Health Policy 2012 Ministry of | To stabilise and improve health status of Malawiang
Health by improving access, quantity and ast effectiveness
and quality of the Essential Health Package (EHH
and related services so as to alleviate the sufferin
caused by illness and promoting good health, thereb
contributing to poverty reduction.
1 University of Malawi Act| Public Providing education in environment, climate change
(1974) amended 1998 Universities and disaster risk management.

Water Works Act (1995)

Water Boards

To provide adequate supply of wholesome water ang
quality services to d customers in an efficient and
effective  manner while being environmentally
conscious and friendly.

Companies Act (1984)

Electricity
Supply
Corporation of
Malawi
(ESCOM)

To generate, transmit and distribute electrical energy,
and provide related services motivated by desire for
excellence through the use of appropriate
technologies, to the satisfaction of customers an
other stakeholders.

82.

This chapter drew the framework of the PER in terms of defining environment,

climate change and disaster risk rmanagement expenditures in reference to
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finance laws and guidelines. It further provided a framework of key legislation
and implementing agencies in the environment and DRM public expenditure
review. The next chapter presents the ENRM and DRM budgets, exgiures,
MGDS targets and variances of key institutions involved in the sectors.
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CHAPTER 4:BUDGETS AND EXPENDITURES FOR THE KEY MINISTRIES

Introduction

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

for disaster risk management.

Ministry of Environment and Climate Change Management

In April, 2012, the Government of Malawi establishedMoECCM from the

reorganization of the then Ministry of Natural Resources, Energy and
Environment (MoNREE) with an objective to sustainably increase the
availability and productivity of the environment, climate and natural resources.

The Ministry has three core programs namely Climate Change and
Meteorological Services, Forestry Services and Environm&h Management

Services.

Over the period under review, the ministry experienced transformation in terms
of departmental composition and activities. In some years the ministry has had
as few as 8 cost centres whilst in other years there were as maras 15.
Fisheries and meteorological services havbeen moved to and from ministries
for political and other reasons The Department of Fisheries has finally settled in
Ministry of Agriculture and Food Security as it complements food security. Out
of the MGDS Il nine priority areas which are under implementation, MOECCM is
implementing priority number nine (Climate Change, Natural Resources and
Environmental Management) while in the predecessor MGDS (2006 2011),
environment was strategized undertheme 1 sibtheme 4: conservation of the
natural resource base. The ministry is therefore relevant to theverarching

i AAEOI OAOI OOOAOACU &I O -Al AxE AAOECT Al
aspirations as spelt out in its Vision 2020.

MoECCM, has similar fuctions as Ministry for the Coordination of
Environmental Action (MICOA) in Mozambique and Ministry of Natural

2A01 OOAAO j-).)2%w.'q ET 2xATAA8 2xAl AAG
Authority (REMA) is an independent environmental regulatory body

The budgets actual expenditures, variances and MGDS targets for the ministry
for the six years under revieware tabulated below:
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Table 4.1  Budgeted and Actual Expenditure, MGDSaFgets and \ariances
for MOECCM2006/07 7z 2011/12 (MK Millions)

| 2006/07 2007/08 | 2008/09 | 2009/10 2010/11 2011/12 | Total
Recurrent Budget 830 677 890 1325 1679 1721 7122
Capital Budget 798 337 798 445 1136 1021 4534
Total Budget 1628 1014 1688 1770 2815 2742 | 11657
Actual Rec.Expenditure 804 622 895 1306 1551 1571 6749
Actual Captal expenditure 536 248 521 383 756 754 3198
Total Actual Expenditure 1340 870 1416 1599 2307 2325 9857
MGDS Targets 1192 1287 1248 1163 1391 3192 9473
Variances on RedBudget 3.1% 8.1% | (0.6%) 1.4% 7.6% 8.7% 5.2%
Variances on Capital Budget| 32.8% | 26.3% | 34.7% | 13.9% | 33.4% | 26.2% | 29.5%
Variances on Total Budget | 17.6% | 14.2% | 16.1% 9.7% | 18.0% | 10.3% | 15.4%

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget and Annual
Appropriation Accounts for 2006/07 to 2011/12 financi al years, MGDS | and MGDS Il

The total ENRM expenditure for the period was MIO billion againstthe budget
of MK11.7 billion. There was a&35% drop in the actual expenditure in 2007/08
financial year as a result of the transfer of the Departmentfdrisheries and
Department of Environmental Affairs to Ministry of Agricultuwe and Food
Security and Ministry of Lands, Housing and Urban Development (Vote 130)
respectively. The latter was moved back to the original ministry in the 2009/10
fiscal year. MOECCM incurred 22% of total environment expenditure in the six
years of the review.

Basis for budgeted and actual expenditures for 2006/07

The team counted the recurrent budgets and actual expenditures for all the cost
centres in that year namely, Mirstry Headquarters, Fisheries Headquarters,
Fisheries Officesz Mangochi, Divisional Fisheries Officeg South, Fisheries
Officesz North, Fisheries Officeg Centre, Environmental Affairs Headquarters,
Forestry Headquarters, Forestry Research Institute dflalawi, Regional Forestry

Z South, Regional Forestry Centre, Regional Forestry North, Malawi College of
Forestry and Wildlife and Viphya Plantations. The tearalso includedthe costs
for the Energy Divisilm where they were directly related to environment or
energy saving

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

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

Capital expenditure in 2007/08 was for: Nature Programme, Barrier Removal to
Renewable Energy in Malawi Project, Forestry Replanting and Tree Nursery
Project, Tree Planting for Carbon Sequestration and Other Ecosystem Services
Projectand National Herbarium and Botanic Gardens of Malaw

Basis for budgeted and actual expenditures for 2008/09

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

Basis for budgeted and actual expenditures for 2009/10

The following cost centres were used for recurrent expenditures: Ministry

Headquarters, Environmental Affairs Headquarters, Forestry Headquarters,
Forestry Research Institute of Malawi, Regional Forestry South, Regional

Forestry Centre, Regional Forestry North, Malawi College of Forestry and
Wildlife, Viphya Plantations, Meteoological Headquarters and Meteorological

Servicesz Kamuzu International Airport.

Basis for budgeted and actual expenditures for 2010/11

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

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

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

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

In the six years under review, the following projects were implemented by the
ministry from sources captured in the national budget. Most of the projects do
not apply to the whole period under review as they were either implemented
for less than six years or transferred to other ministries upon changes in
ministerial composition: Lake Malawi Artisanal Fisheries Development Project,
Construction of Fences Arond Botanic Gardens, Small Scale €8hore Fisheries
Technology Development (SSFTDP), Forestry Management for Sustainable
Livelihood; Presidential Initiative on Aquaculture Development (PIAD), Forestry
Replanting and Tree Nursery Project (FOREP), Tree Plarg for Carbon
Sequestration and Other Ecosystem Services Project, Community Vitalisation
and Afforestation in the Middle Shire (COVAMS),Modernisation of
Meteorological Services for Aviation Industrymproved Forestry Management
for Sustainable Livelihoals; Forest Preservation Programme; Climate Change
and Meteorological Capacity Development, National Capacity Development for
Global Environment Management and Southern Africa Biodiversity Programme.

The figure below shows the expenditure in Malawi Kwachancurred by
MoECCM from 2006 to 2012.
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Figure 4.1: MOECCM>penditure in Malawi Kwacha
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99. The expenditure incurred by this ministry, save for 2007/08, kept rising over
the review period with an effective of change of 74%by 2012. However, the
expendture in US dollar terms declined in 2012 due to the 49% devaluation of
the local currency against foreign currencies. The figure below shows the
expenditure in US$ incurred by MOECCM from 2006 to 2012.

Figure 4.2: MoECCM Expenditure in US$ for 2006 to 2@ Period
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100. In the six years under review, the Department of Forestry has facilitated
planting of more than 300 million trees over 125,000 hedares of land
countrywide. Forests are also important sources of employment and income,
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promoters of biodiversity that is important in ecotourism, and regulators of
climate change. Full time employment in forestry is around 29,000 with a
further 130,000 jobs involved in wood fuel supply2. Government generates
revenue from forestry resources through revenue ctection in a number of
areas. For instance, the major sources of revenue in the sectors are royalties on
forestry produce on customary estate and administration fees, licences and
concessions among others. The revenue from these sources over the six year
totalled MK 1.185 billion33. Forestry makes positive contribution to the
following MGDS priority areas:

Agriculture and Food Security;

Irrigation and Water Development;

Transport and Infrastructure Development;

Energy Generation and Supply;

Integrated RuralDevelopment; and

Prevention and Management of National Disorders, HIV and AIDS.

=4 =8 -4 -4 -8 4

However, CSOs in Malawi see regression on many of the MDG targets based on

the amount of forest cover decreasing. Very high population growth places

greater pressure inOEA AT O1 OOU8 O 1T AOOOAT OAOT OOAA:
alternatives to solid fuels is a continuing challenge.

% Economic Valuation of NaturResource Use in Malawi, Ministry of Fioan
% Annual Economic Reports, Ministry of Economic Planning and Development
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4.1.2 Ministry of Lands, Housing and Urban Development

102.

103.

104.

105.

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

The Ministry of Lands, Housing and Urban Development (MoLHUD) is the
custodian of all land in Malawi. In addition to land matters, in @07/08,
2008/09 and 2009/10 fiscal years, the Ministry was responsible for
coordinating environmental issues across all sectors. The National Land Policy
(2002) is the key instrument for dealing with all land issues. The policy deals
with issues of acces to land, tenure security and sustainable environmental
management. The key focus for the policy is on issues of land ownership, land
use, land registration, national physical development plangstablishmentplans
and legal framework for land use. To spport implementation of the policy, the
Government has prepared a land legislation which is yet to be approved by the
Government and Parliament.

The MGDS Il also recognises land as a basic and important source of livelihood
for most Malawians anda basic resource for social and economic development
of the country. The MGDS in line with the land policy, highlights the need to
ensure equitable access to land and tenure security. Associated with this is the
need for efficient and sustainable use dand and land based resources. One of
the key strategies proposed is that of ensuring the adoption of environmentally
sustainable land use practices. The MGDS Il also calls for community
participation and public awareness of land issues at all levels.

The mission of the ministry is to create an enabling environment for effective and

sustainable provision of land and housing management services to the general
public in order to promote and encourage sustainable economic growth and

development. Thetable below shows the ENRM budgets in the ministry for six

years:

% Malawi National Land Policy 2002
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Table 42: ENRMBudgeted and Actual Expenditure, MGDSaFgets and
Variances for MoLHU2006/07 z 2011/12 (MK Millions)

Recurrent Budget 491 418 634 871 704 412 3530
Capital Budget 1728 1819 2002 2079 490 50 8168
Total Budget 2219 2237 2636 2950 1194 462 | 11698
Actual Rec.Expenditure 479 402 598 849 554 386 3268
Actual Capital expenditure 1540 1621 1673 2118 435 50 7437
Total Actual Expenditure 2019 2023 2271 2967 989 436 | 10705
MGDS Targets 878 1004 1103 1193 1021 2430 7629
Variances on RedBudget 2.4% 3.8% 5.7% 2.5% | 21.3% 6.3% 7.4%
Variances on CapBudget 10.9% | 10.9% | 16.4% | (1.9%) | 11.2% 0% 8.9%
Variance on Total Budge 9% 9.6% | 13.8% | (0.6%) | 17.2% 5.6% 8.5%

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

106. The ENRM budget for the ete was MK11.7 billion over the six year period and
30% of that amount being recurrent. The 2006/07 to 2009/10 annual budgets
were higher than in each of the final two years of the review period. When the
expenditure for 2009/10 is compared to that of 201712 there was a decline by
85%. From 2006/07 to 2009/10 the expenditure rose by 47% and the decline
followed. The key reasonwas the resources that were provided for the
Community Based Rural Land Development Project (CBRLDP) ended with
closure of the progect in 2009/10 financial year. The Project was one of the
initiatives of Government of - Al A xLBrfd (Reform Programme (LRP),
implemented with financial assistancein form of a grant from the International
DevelopmentAssociationof the World Bank.

107. Its focuswasin rural areaswhere poverty was most pervasive and it was also
testing community demanddriven principle for land redistribution. The
0 O1 E Aekdbpnint objective was to increase agricultural productivity and
incomes of about 15,000 poor rural families by implementing a decentralized,
community-based, voluntary and market-assisted approach to land reform
through the provision of land to landless and land-poor beneficiary groups in
the districts of Mulanje, Thyolo, Machinga, Mangochi, Balaka and Ntcheu, in
southern Malawi. Another well resourced project that was implemented during
the same period was the AfDB financed Customary Land Reform and
SustainableRural Livelihoods Project.

108. Further to that 2010/11 and 2011/12 was the period of economic contraction
for Malawi when governanceproblems and a series of political misstepsled to a
withdrawal of donor support and total grant inflows fell from 10.3% of GDPin
2008/09 to 4.5% by 2011/12. Budgetsupport fell from a high of 4.5% of GDPin
2009/10 to 0% in 2011/12. MoLHUD contributed25% to the total environment
expenditure for six year period.

over the six year period:
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Figure 4.3  Annual ENRM Ependiture for MoLHUD
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Basis for budgeted and actual expenditures for 2006/07

In Ministry of Lands recurrent budgets and expenditures have been counted
under the following cost centres: Headquarters costs, LandsNorthern Region,
Lands Southern Region, Landg Central Region and Landsz South Eastern
Region. The expenditures were planned and incurred under the following
programmes: administration and support services, environmental management,
land management, planning and land technical services.

Basis for budg eted and actual expenditures for 2007/08 and 2008/09

In 2007/08 and 2008/09, it had been the same cost centres as in 2006/07 with
the addition of Environmental Affairs Headquarters, Meteorological Services
Headquarters and Meteorological Services Kamzu International Airport.

In 2007/08 capital costs were for the following projects: Strengthening the
Institutional Framework for Land Reform Programme Community Based Rural
Land Development Project, Customary Land Reform and Sustainable Rural
Livelihoods, Nature Programme, UNFCCC Second National Communication,
Environmental Micro-Projects, National Land Policy Awareness Programme,
Modernization of Meteorological Services for Aviation Landing and Songwe
River Basin Development Project.

In 2008/09 capital costs comprised the following projects: Customary Land
Reform and Sustainable Rural Livelihoods, Strengthening the Institutional
Framework for Land Reform Programme,Community Based Rural Land
Development Project and Modernization of Meteorological Servisefor Aviation
Landing.

Basis for budgeted and actual expen ditures for 2009/10
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The cost centres from which figures for recurrent budgets and respective
expenditures were obtained were the same as in 2007/08 and 2008/09. As in
the other years, housingand building departments were excluded from the
analysis.

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

Basis for budgeted and actual expenditures for 2010/11

In this year, ENRM ecurrent budgets and expenditures were under the
following cost centres: Headquarters costs, Landg Northern Region, Lands
Southern Region, Landg Central Region and Landg South Eastern Region. The
expenditures were planned and incurred under the follaving programmes:
administration and support services, environmental management, land
management, planning and technical services. We left out the costs of housing
and building departments.

The ENRM capital expenditure that was counted related to the follamg
projects: Community Based Rural Land Development Project, Land Information
Management System, National Land Policy Awareness and Public Land
Development Programme.

Basis for budgeted and actual expenditures for 2011/12

For ENRM recurrent budgetsand expenditures, the counting was as it was in
2011/12 as follows: Headquarters costs, Landsgz Northern Region, Lands
Southern Region, Landg Central Region and Landg South Eastern Region. The
expenditures were planned and incurred under the followingprogrammes:
administration and support services, environmental management, land
management, planning and technical services. The costs of physical planning,
housing, building and surveys departments were not included.

Capital expenditure was budgeted andincurred for the Land Information
Management System only. This was the perideking referred to as the periodof
economic contraction.
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115. CBRLDP improved incomes of 15,142 households that had been relocated by
2010. Theirincomes rose by an average @8% one year after relocation$>. soll
is also important to the construction industry, particularly the making of bricks
and the use of sand in construction. There is a growing small and medium
pottery industry especially in central MalawiDedza and Nkhotakta districts z
which is also tourist attraction. In general, clay soils are used for artisanal
pottery for cookery and water storage throughout the country. Soils also
provide environmental services such as water purification, and it is also crucial
in the control of the water table for electricity generation along the upper and
mid Shire River.

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

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

117.

118.

119.

120.

By its nature, Ministry of Agriculture and Food Security is a key partner in
environment and natural resources management. This is so because a
significant proportion of the activities in agriculture are dependent on
environment and natural resources. Over 80% of Malawians depend on

agriculture as their main economic stay and a major source of livelihood; hence

OEA Al O1 6ouso Oi b OTEI OAI AET O Al EI BT 0O
continues to be degraded at an accelerating spe¥d According to the Natbnal
Environmental Action Plan (NEAP), soil erosion is caused by expansion of
agriculture, deforestation, overgrazing, and land scarcity leading to people
cultivating in marginal and fragile lands?”.

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

Fisheries has been anchored by the Ministry of Agulture since 2007/08

because it contributes to food security in the country.Fisheries resources
contribute to the livelihoods of more than 1.6 million Malawians. Almost 60,000
individuals are employed as fishers, and about500,000 are engaged in
fisherieOZ OAT AOAA A AT 3. 1TheE dociodcdn@nticOim@Eahd®@ of
fisheries resources to the national economy, and the threats arising from over
fishing and dwindling stocks, are relatively weHdocumented. Fisheries
resources are a key source of employmenprotein, income, foreign exchange
and bio-diversity. More broadly, at official retail prices, the annual total catch
was worth MK9.4 billion (US$67.1 million) in 2008. In terms of value, fish
landing in 2007 were estimated at MK7.6 billion or US$4.3 iifion3° most of

which was domestically consumed.

In responding to growing demand for fish consumption, there have been
growing efforts to invest in fish farming as an integral part of the routine
agricultural activities that households engage in, theeby further speeding up

the declining trend in fish resources. The overriding implication is that the
declining fisheries resources in the natural water bodies are putting pressure on

% Economic Evaluation of Sustainable Natuesdirce Use in MalawjMinistry of Finance and Development Planning
%" Economic Evaluation of Sustainable Natural Resource Use in MaWinistry of Finance and Development Planning
% Economic Evaluation of Sustainable Natural Resource Use in MaWinistry of Finance and Development Planning
% Annual Economic Report 20@8linistry of Economic Planning and Development
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the households to pursue alternatives that take more time and money tgrow
like livestock production.

121. The fisheries industry is also a source of employment. The Department of
Fisheries reports that the industry directly employs about60,000 fishermenand
indirectly engages 500,000 people through fish processing, trasportation,
marketing, as well as boat building and repairs. In addition to being the main
source of these direct benefits, Lake Malawi is rich natural resource of interest
among researchers, because it is known to stock over 800 fish species, although
only 240 of these species are clearly identified. However, no information on the
monetary values of these activities is currently availabh®.

122. Fisheries has had five cost centres namely, Fisheries Headquarters, Mangochi,
Southern Region, Central Rgon and Northern Region Offices. In 2006/07 these
five cost centres were budgeted and reported under théhen Ministry of Mines,
Natural Resources andEnvironmental Affairs. The MoOAFS has also been
engaged in environmental conservation and education, landresource
management and land resource survey and evaluation which are sub
programmes 17, 18 and 19 respectively under the extension servicas the
ministry .

Table 4.3 ENRMBudgeted and Actual Expenditure, MGDSaFgets and
Variances for MOAF2006/07 z 2011/12 (MK Millions

Recurrent Budget 87 241 283 299 342 468 | 1720
Capital Budget 219 339 482 729 334 756 | 2859
Total Budget 306 580 765 | 1028 676 | 1224 | 4579
Actual RecExpenditure 83 229 257 289 318 431 | 1607
Actual CapExpenditure 184 311 438 522 282 690 | 2427

Total Actual Expenditure 267 540 695 811 600 | 1121 | 4034
MGDS Targets (costings) 205 215 118 135 154 | 1397 | 2224
Variances on RedBudget 4.6% 5% | 9.2% ]| 3.3% 7% | 7.9%]| 6.5%
Variances on CapBudget 16% | 82% | 9.1% | 28% | 15.6% | 8.7% 15%
Variance on Total Budget | 12.7% | 6.9% | 9.1% | 21.1% | 11.2% | 8.4% 12%

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

123. The total ENRM budget for the ministry for six years totals MK4.6 billion against
total actual expenditure of MK4 billion. Over the same period the total budget
for all the cost centres (the whole ministry) came toMK175 billion to which
environment expenditure was 2.6%. Between 2006/07 and 2008/09 the growth
in expenditure for ENRM was higher at 160% than for the whole ministry at
100%. MoAFS contributed9 percent to the total environment expenditure for
six year period. The financing that was made to the Department of Land

“° Economic Evaluation of Sustainable Natural Resource Use in Malawi
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Over the review period, the mitrition and food security component, under which
FISP falls, took 67% of the ministry budget. The Food Security Policy provides a

CAT AOAT OOAOAI AT O AAT OO PAelpaieyeecdgriz8sitté AO N

existence of the National Environmental Policy and advocates participation of
all stakeholders in sound management, conservation and utilization of natural
resources and the environment to achieve increased but sustainable

DOl AOAOEOEOU AT A AAGATTPIATO 11T x AT A EI

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

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

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

96% of the budget for sustainable land and water management in 2011/12 was
earmarked for irrigation intensification under the broad umbrella of the

Greenbelt Initiative (GBI). It has to be highlighted that GBI was expected t
demand huge investments in the first phase of the ASWAp implementation due
to irrigation infrastructure designs and development. The overall goal for GBI is
to contribute towards the attainment of sustainable economic growth and

development in line with the MGDS. By the end of the financial year, the

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

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

It should be notedthat most funding for agricultural sector activities currently
takes the form of discrete funding for specific agreed workplans with associated
budgets. Often, the implementation of such projects is led by a Project
Implementation Unit (PIU) specifically hired for the purposes of project
management and administration. Therefore funding is provided based on
workplans for approved activities with associated budgets. The Executive
Management Committee, comprisingthe Principal Secretary (MoAFS), with
membership from participating ministries (Irrigation & Water Development;
Industry & Trade; and Local Government & Rural Development) and supporting
ministries such as Development Planning & Cooperation; Finance, Gender;
HIV/AIDS and Nutrition Department under the OPC, approves these worplans
and budgets.

over the six year period:

Figure 44:  Annual ENRM Ependiture for MOAFS
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The variations in the trend for 2010/11 and 2011/12 are explained by the

already discussed economic downturn and funding for the Department of Land
Resources and Conservation respectively.
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4.1.4 Ministry of Irrigation and Water Development

131.

132.

133.

134.

The Ministry of Irrigation and Water Development is resposible for
coordinating sustainable management of water resources to ensure adequate
supply of water for household use, irrigation services, electricity generation and
other use.In this study, the team takes the contribution the ministry makes to
environment management by analyzing budgets and expenditures on water
resources development and management programigaving out irrigation. The
definition of natural resources in this study includes ground and surface water.
AEA - ET EOOOUSB O ré tAd sistuitable mabagddrient, Advelopment
and utilization of water resources for social economic growth and development.
However, the mission is to manage and develop water resources for sustainable,
effective and efficient provision of portable water, anitation and irrigation
OUOOAI O ET OOPPT OO T &£ -Al AxEGO AATTIT 1 EA

In the minds of many people, demand for water is associated with human
requirements. It is rare to associate water demand with environmental
requirements. However, water determines the carrying capacity of ecosystems,
and evaporation is an important link in the hydrological cycle, since it accounts
for over 90 per cent of the source of precipitatiof®. Unfortunately, many areas
in the country are undergoing an unprecedented rate of deforestation: the
removal of natural vegetation due to settlements, cultivation and other
activities. Much of the southern and central regions of the country are highly
deforested and prone to continued exploitation. Nonethelesssome regions of
the country, particularly in the north, still have pristine environments populated
with various species of vegetation and fauna. These ecosystems are important
biodiversity reservoirs that function to maintain river flows, reduce erosion,
minimize flooding and promote groundwater rechargé4.

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

*® Saloma0,1993
4 Malawi State of Environment and Outlook Report, Ministry of Natural Resources, Energy and Environment 2010
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ENRM Budgets, Actual Expenditure, Variances and MGDS Targets for
MolWD

Table 4.4  ENRMBudgeted and Actual Expenditure, MGDSafgets and

Variances for MolWD2006/07 7z 2011/12 (MK Millions)
2006/07 |2007/08 2008/09 2009/10 2010/11 2011/12 | Total |

Recurrent Budget 218 281 281 337 376 379 1872
Capital Budget 1196 | 1199 | 2185 | 2525 | 2306 | 2898 | 12309
Total Budget 1414 | 1480 | 2466 | 2862 | 2682 | 3277 | 14181

Actual Rec.Expenditure 220 261 278 339 375 379 1852
Actual Cap. Ependiture 828 | 1111 | 1955 | 2401 | 2229 | 2502 | 11026
Total Actual Expenditure | 1048 | 1372 | 2233 | 2740 | 2604 | 2881 | 12878
MGDS Targets (costings)] 309 | 1147 | 2482 | 2669 840 | 5266 | 12715
Variances on RedBudget | (0.9%) | 7.1% 1% |(0.6%) 0.3% 0% 1%
Variances on CapBudget | 30.8% | 7.3% | 10.5% | 4.9% | 3.3%| 13.7% | 10.4%

Variance on Total Budget| 25.9% | 7.2% | 9.4% | 4.3%| 2.9% | 12.1% 9.2%

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

Basis for the budget and expenditure figures for MolWD

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

Total actual expenditure for water had been steadily rising over the six year
period and by 2011/12 the expenditure had multiplied the 2006/07 one by 1.75
times. 85% component of the total expenditure was capitaMolWD contributed

29 percent to the total environment expenditure for six yearperiod. As much as
the annual MGDS targets and actual annual expenditures were close to each
other, the totals for the period were almost equal as well. The MGDS has many
priorities for water which include empowering national authority to manage
water resources using the Integrated Water Resources Management (IWRM)
approach and establish monitoring systems including the establishment and
maintenance of a register of all actors in water and sanitation, conduct research
to estabish resource potential and guides; promoting water resource
conservation, harvesting and protection in an integrated manner including
development of small community and large dams (conservation areas defined),
and the development of lakdevel regulatory structures at Liwonde and
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Mangochi and proactively implementing management of water resources and
incorporate local governments and communities in planning and management
of water and sanitation including catchment protection and rehabilitation. The
priori ties in MGDS Il are promoting development of potential muHpurpose
dam sites and ground water resources and strengthening and institutionalizing
monitoring for water services.

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

For capital budgets and related expenditures, the team included all water
management projects limited to the extent of development, conservation and
sanitation. A case in point is the National Water Development Programme ||
(NWDP II) which addresses four themes of Rural Services and Infrastructure,
Water Resources Management, UrlpaServices and Housing for the Poor and
Other Human Development issues. Costs fowater resources management
AT T OOEOOOA cwbkb T A& .7%0 ))d80 AOACHKEOR
projects budgets and expenditures in the ministry have been scrutised in this
manner.

Access to a sustainable water source has improved, so that if current levels
continue, the rate should surpass the MDG target by approximately 243>.
However, 51.8%6 of the population still relies on boreholes or tube wells for
their drinking water. These are susceptible to droughts or dry weather spells,
placing a large part of the population in a potentially vulnerable position.In
2010, the proportion of population with sustainable access to an improved
water source and the one wth access to improved sanitation was 91% and 83%
respectively, surpassing the 2015 MDG targets of 74% and 86.29%

z z A N N =

over the six year period:

45 A civil society review of progress towards the Millennium Development Goals in Commonaiéh countries
“ Malawi's Progress Towards Achieving the Millennium Development Goals in 2010, UNDP
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Figure 4.5  Annual ENRM Ependiture for MoIWD
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4.1.5 Ministry of Tourism, Wildlife and Culture

140. The mission of the ministry is to develop and promote tourism, conserve and
i ATACA xEI Al EEZAh OPETT A AT A POTITOA -AlA
conservation and preseration of ] AOET T Al EAOEOACA &£ O OEA
economic and social growth. The Ministry is composed of four technical
directorates of tourism, parks and wildlife and culture.

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

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

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

144. The Department also collaborates closely with other Government Departments
through certain projects and initiatives. The Department participates in a
number of EAD coordinated stuctures such as the National Council for the
Environment (NCE) and the Technical Committee on the Environment (TCE).
The Department has also been interacting with the Ministry of irrigation and
Water Development on wetland management issues although litedly. The
Department has been working with Forestry Department by assisting in wildlife

53



145.

146.

147.

Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

monitoring in forest reserves, providing some training and fire arms to forestry
guards, and jointly running the Malawi Forestry and Wildlife College in Dedza.

In a bid to promote transparency and accountability in policy implementation,
there is a requirement for a Wildlife Research and Management Board. The
"T AOAS O | Awduld BE®I aBvi3&dn important wildlife conservation
and management issuesCurrently the Board is not established. The question,
however, remains on how effective the Board will be without adequate
operational funding. The Department has also been working closely with CSOs
over the years on a number of wildlife conservationssues. The main CSOs
working with the Department are: WESM, CURE, Danish Hunters Association,
Total Land Care and Kuti Private Game Ranch.

The wildlife estate in Malawi covers considerable land area containing
ecosystems and biodiversity neessary for the maintenance of various goods
and services such as provisions services (food, regulation, erosion control);
cultural services (spiritual and religious value, aesthetic values, cultural heritage
values, recreation and ecotourism); and supportservices (soil formation,
nutrient cycling, water cycling, production of atmospheric oxygen). The loss to
biodiversity has the potential to curtail future scientific discoveries important in
medicine and agriculture3’.

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

Table 4.5 List of National Parks and Wildlife Reserves

Park ' Areain Hectares Year Established
Nyika 320,078 1966
Lengwe 100,198 1928
Kasungu 228,147 1930
Liwonde 54,633 1972
Lake Malawi 7,365 1980
Nkhotakota 178,568 1938
Majete 77,754 1955
Mwabvi 35,193 1951
Vwaza 98,214 1956

Source: Economic Valuation of Sustainable Natural Resource UseMalawi

T Economic Valuation of Sustainable Natural Resource Use in MaMinistry of Finance and Development Planning
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148. The table below summarises the budget allocations that have been made to the
Ministry of Tourism, Wildlife and Culture. The allocations and expenditures on
wildlife development and conservation are key to this study. The next table
showsthe proportion of capital expenditure to total ministry expenditure.

ENRM Budgets for MoTWC

The table below provides ENRM (wildlife) budgets for the ministry for each of
the years under review:

Table4.6: ENRMBudgeted and Actual Expenditure, MGDSrggets and
Variances for M@WC 2006/07 z 2011/12 (MK Millions)

Recurrent Budget 67 163 258 215 327 211 1241
Capital Budget 10 41 455 580 201 113 ] 1400
Total Budget 77 204 713 795 528 324 | 2641
Actual Rec.Expendit. 67 161 224 221 306 210 | 1189
Actual Cap. Kpenditure 10 41 401 408 184 74.5| 1118.5
Total Actual Expendit 77 202 625 629 490 | 284.5| 2307.5
MGDS Targets 153 | 145.5| 119.8 95.5 87 861 | 1461.8
Variances on Redud. 0% 1.2% 13% | (2.8%) 6.4%| 04%| 4.2%
Variances on Capital 0% 0% | 11.9% | 29.6% | 8.5% 34% | 20.1%
Budget

Variance on  Total 0% 1% | 12.3% | 20.8% | 7.2% | 12.1% 12.6%
Budget

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

ENRM Projects in the Ministry

149. MoTWC had a total budget of MK2611 million and actual expenditure of
MK2205 for wildlife over the six year period. The expenditure represents 5
percent to thetotal environment expenditure for six year periad. From 2006/07
to 2008/10 the expenditure kept rising and fell in 2010/11 and 2011/12. The
first four financial years in which the expenditure rose by 700% are falling in
the period of steady growth and ecoomic acceleration as discussed in the
previous chapter. The total expenditure is 42% above the MGR@8stedtargets.

150. The ministry has implemented the following projects in the six year period
under review: Development of Ecelourism Infrastructure and Facilities,
Restocking of National Parks and Wildlife, Construction of Electric Fencing and
All Weather Roads in National Parks and Wildlife Reserves and Infrastructure
Development in National Parks, Wildlife Reserves and Sanctuaries. The team of
consultants learnt that, in the six years of the review, the department of National
Parks and Wildlife has not implemented any project that has been financed
through the national budget by development partners.
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Wildlife resources can be directly linked to he role of the tourism sector

globally and nationally. Tourism is of growing economic importance around the

World. It is an international business that in 2001 contributed 4.2% to the gross

Domestic Product (GDP) of the global economy and employed 8.2% tbe

xI Ol AGO AATTTIEAAITU AAOEOA bDibpoOi AGETT 8
economic catalyst, as visitors spend money directly in hotels and outside of

hotels, generating direct and indirect employment and revenues through an
economy. In recent years, theourism sector has received considerable public

attention recognizing it as a potential contributor to the GDP. For example in

cnmmp OEA OAAOT O AT 1 OOEAOOAA ADPDPOI GEI AOAI
while in 2007, the figure increased to 5.8 percentin 2012, tourism contributed

7.2 per cent of GD.

The Department of National Parks and Wildlife generates revenue through
OEOEOI 0860 OOEI EUAQGETT 1T &£ OEA xEI Al EEA O
areas. The revenue is generated from consumptiv@nd non consumptive uses.

Revenue from consumptive use is from sales of trophies, honey and others.

Trophies include hippo teeth, skins and meat. Other sources of such revenue are

bird licenses, game farming licenses, game ranching licenses and hunting
licenses.

over the six year period:

Figure 46:  Annual ENRM Ependiture for MoTWC
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“8 Annual Economic Report 2013, Ministfyzonomic Planning and Development
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4.1.6 Ministry of Health

153.

154.

155.

156.

The mission of the Ministry of Health is to ensure a stdd and improved health
status of all Malawians by improving access, quantity, cosffectiveness and
quality of an essential health care package (EHP) and related services. This is
achieved by promoting good health, reducing the incidence of illness, allation

of suffering caused by illness, and prevention of occurrence of premature
deaths.

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

Biodiversity is essentid for human health in a developing country like Malawi
because it provides adequate food and nutrition, avoidance of diseases, clean
and safe drinking water, clean air, energy for heating, cooking, traditional
medicine for primary health care especially forural communities4°.

Table 4.7  Budgeted and actual environmental health expenditure 2006/07
to 2011/12 (MK Millions)

' 2006/07 | 2007/08 | 2008/09 2009/10 2010/11 2011/12  Totals
Budget 118 132 206 256 276 121 1109

Actual 121 124 206 257 259 119 | 1086
Expenditure

Variances on| (2.5%) 6% 0% | (0.4%)| 6.2% | 1.7% 2%

Budget

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

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

*9Malawi State of Environment and Outlook ReppEnvironment for Sustainable Economic Growth
-2010
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health expenditure for the six year period was MK122 billion and
environmental health constituted 0.9% of the expenditure.Environmental

health contributed 2% of total public environmental expenditure in the six years
of the review.

z A N N =

Environmental Healthover the six year period:

Figure 4.7  Annual Environmental HealthExpenditure for MoH
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4.1.7 Local Councils

157.

158.

159.

The Local Government Act (1998) provides for local governance structures
through which activities should be implemented. It establishes local
government areas for administration of local government such as district, town,
municipality and city assemblies (amended as district, municipality and city
councils). The Act stipulates that for the administraon of local government,
there shall be local government areas which shall comprise the areas
respectively described in the first column of the First Schedule (names of
councils in Malawi). The Act mandates the councils, in addition to other
functions, to undertake environmental protection services, as stated in Second
3AEAAOI A O!' AAEOCET T A1 &OTAQGEITO 1T £ OEA

A council may:

a) establish, maintain and manage services for the collectipremoval and
protection treatment of solid and liquid waste, and the disposal thereof

b) compel and regulate the provision, construction, use, maintenance and
repair of drains, latrines and receptacles for solid and liquid waste and.
the connection of any premises with any public sewer or drain;

c) require the use of any sanitary service under its control and regulate the
methods of dealing with night soil or solid or liquid waste of any
description whatsoever: Provided that nothing in this paragraph shall
require an Assembly to accept for disposal any solidrdiquid waste
which in the opinion of the Assembly are hazardous or are likely to be
deleterious to the operations of any sewage treatment, plant or land fill
site or which may contaminate any ground water.

The Act also provides for establishment of comitiees and subcommittees at
district and sub-district levels.

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

2009/10 197 168 29 15%

2010/11 166 148 18 11%
2011/12 176 159 17 10%
Totals 539 475 64 12% (AvQ)

The variances in these institutions are usually as a result of cagty challenges

to conclude procurement transactions in time and submission of financial
reports for subsequent financing.Annex 1provides the details of transfers and

expenditures to local authorities on ENRM activities.
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4.1.8 Department of Disaste r Management Affairs

161. The Department of Disaster Management Affairs (DoDMA), which was
established under the Disaster Preparedness and Relief Act, 199Bs over the
years been changing and combining with other sub programmes. The
department currently falls under the Office of the President and Cabinet. In the
fiscal years 2005/06 z 2007/08 DoDMA was a fully fledged Ministryof Poverty
& Disaster Management Affairs (voteD92) and became a department in 2008.

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

163. The policy is aimed at ensuring that Disaster Risk Management (DRM) is
mainstreamed in development planning and policies of all sectors in order to
reduce the impact of disasters and ensure sustainéb development in the
country. Reduction of poverty through sustainable economic growth is the
objective in the development strategy of the Government of Malawi, which is set
to be achieved through economic growth and infrastructure development.
However, the increasing impact of disasters on lives, livelihoods, and economic
AT A AT OeEoi 11 AT A1 AOOAOO Ai1OET OA O1 bicC
ability to come out of poverty.

164. The policy has been developed to guide disaster risk management
mainstreaming in the country by providing policy strategies that would achieve
the long term goal of reducing disaster losses in lives and in the social, economic
and environmental assets of communities and the nation as envisioned in theme
OEOAA ODI OOAIAT AOBEOAOOAO 2EOE - AT ACAI A1 O
Development Strategy.

165. The policy is aligned to the Hyogo Framework for Action (HFA: 20€815)
adopted by the United Nations World Conference on Disaster Reduction in 2005
of which Malawi is a signatory, the Millennium Development Goals (MDGSs), the
United Nations Framework Convention on Climate Change, the Africa Regional
Strategy for Disaster Risk Reduction and the SADC Disaster Risk Reduction
Strategy.

166. The development of thepolicy is a major step towards achieving sustainable
development through ensuring that disaster risk management is integrated in
development planning by all sectors in the country. The policy will also facilitate
the effective coordination of disaster risk managment programmes in the
country. It highlights a set of key priority areas and strategies for making
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Malawi a nation resilient to disasters. It also provides a common direction to all
government, nongovernmental organisations, private sector organizations

media and development partners at national and local levels on how to
effectively implement disaster risk management programmes and activities.

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

168. The implementation of this policy is centrally coordinated by the department of
Disaster Management Affairs. The actual implementation is carried out by
different stakeholders at national, district and local/ community levels. Below
are some of the implementing parters of the policy in Malawi:

a) Ministry of Internal Affairs and Security;

b) Ministry of Defence

c) Ministry of Agriculture and Food Security

d) Ministry of Health, Tourism, Wildlife and Culture
e) District Assemblies

f) Civil Society Organizations

g) UN Agencies

h) MassMedia; and

i) Ministry of Transport and Public Works.

169. The following are the disaster risk management objectives in Malawi:

1 To direct and coordinate Disaster Management Programs and operation
Guideline

1 Enhance mainstreaming of DRM in development plamg and
programming in order to integrate DRM into sustainable development;

1 To ensure the effective monitoring and evaluation of Disaster Risk
Management programmes by working with relevant stakeholders.

1 Enhance coordination in the implementation of DRM mgrammes by
various stakeholders in the country;

1 Ensure adequate budgetary processes which will allow DoDMA to
effectively implement disaster risk management programmes in order to
fulfil its core mandate of achieving enhanced disaster resilience; and

1 Promote enforcement of buildings and other infrastructure standards
which will lead to a reduction in disaster losses.

1 Provide awareness on Disaster Risk reduction policy at National, District
level and civil educate the masses on DRM, provide support toexdfted
victims.

170. It is not always easy to separate social protection from disaster risk
management. MGDS |l states that social protection aims at improving resilience
and quality of life for the poor to move out of poverty and vulnerability.
Vulnerabii EOU EO AAZET AA AO PAI PI AGO ET AAEI E
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exposure to a hazard and lack of resilience. In Malawi most vulnerable include
the elderly, the chronically sick, orphans, and other vulnerable children, persons
with disabilities and destitute families. These categories of people are vulnerable
to risk and lack resilience, which constrains them from engaging in higher
economic return activities to enable them move out of chronic poverty and

ultimately above the poverty line.

Disaster risk management aims at reducing the social,

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

While section 10 (1) of the Public Finance Management Act compels all
Controlling Officers to ensure that all accounts and records relating to the
functions and operations of a ministry are properly naintained, it was found out

that the Department of Disaster Management Affairs hardly keeps financial
records. Stakeholders who seek to access financial data from the department
AOA OAEAOOAA Oi
Integrated Financial Management Information System (IFMIS) arid the central
repository of all accounting data in the government service.

OEA
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The table below provides the budgets and related expenditures f@oDMA:

Table 4.9

Financial Year

Budgets andActual Expendituresfor DODMA2006/07 z 2011/12

Budget

Actual Expend. 72 187 73 80 89 153 654
MK/US$ 140 | 1406 | 141.3] 1495| 1615 244

Budget in (US$ Million) 0.52 0.35 0.52 0.56 0.56 0.63 3.14
Actual Expenditure 0.514 1.33 0.52 0.54 0.55 0.63 4.08
(US$ Million)

Variance 1 (138) 1 3 2 0 (131)
MGDS Costed Targets 335 325 132 132 132 561 1617

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Bugtgand Annual

Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS | and MGDS |l

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

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

Figure4.8: Budgeted andActual Expenditure for DODMAiIn DRM
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The MGDS costed target for the six year period for DRM was MK1617 million
whereby 40% of this target was spent. The MGDS priorities included
establishing an effective early warning system, developing and strengthening
DRM policy and institutional frameworks, mainstreaming DRM into policies,

strategies and programmes, implementing mitigation, preparedness, response
and recovery measures in disaster prone areas and incorporating DRM in all
school curricular.

Against many priorities, there have been the following achievements:

Development of aNational Disaster Risk Management policy

Review of the 1991 Disaster Preparedness and Relief Act

Incorporation of DRM in primary school curriculum

Establishment of a NationaPlatform as a coordination mechanism for

DRM/DRR under UNISDR guidelines

1 Development and review of district based contingency plans for all5l
disaster prone districts

1 Capacity building for DODMA staff and DRM focal points from key ministries
i.e. Environment, agriculture, education, water and health.

1 Development of DRM handbook and Operational guidelines

=A =4 -4 =4

These achievements are in line with the MGDS priorities as presented in 167
above.
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177. Malawi has a challenge of nafiesilient to economic shocks as well as natural
disasters. As a way of averting the problem, the Malawi Growth Development
Strategy has established Social Protection and Disaster Risk Management as a
OEAI AOGEA PEI 1T AO ET OEA (i GdayibéeAinvoiied OAOD
in providing technical support to the drafting of the social support policy and
the implementation of safety nets in various districts in Malawi as well as
supporting the Government in preparedness for responding to and recovering
from disasters to reduce the risks of hazards. By end 2011, the UN had
successfully assisted the government to mobilize resources and provided
technical support to establish policy and institutional frameworks in the area of
social protection and disaster isk management.

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

179. The total actual disbursemem by development partners on disaster risk
management for the six year period was US$ 49.4 million. 89% of this
disbursement was made to public institutions fordirect project support whilst
the remainder was remitted to nonstate actors.

The table belowshows the distribution of donor disbursements through the
public sector and nonstate actors for disaster risk management on an annual
basis from 2006/07 to 2011/12 (none through government budgeting gstem):

Table4.10: Donor Disbursement for DRM (US$Millions)

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

Through public 2.49 2.12 8.22 5.89 3.50| 21.92| 44.15
institutions

Through non-state 0.57 0.71 0.47 1.93 0.63 0.96 5.27
actors

Totals 3.06 2.83 8.69 7.82 413 | 22.88| 49.42

Source: Aid Management Platformz Ministry of Finance

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

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

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

183. MOECCM has, on an annual basis, been planning programmes and s/ to
be carried out using ORTand development budges. Each activity is given an
output target to be achieved by the end of the financial yyad EA | ET EOOOU
achievement levels of outputs against set out plans over the spear period is

presented in the table below:

Table 4.11:  Levels ofAchievement ofOutputs for MOECCM

2006/07 101 100 100.78
2007/08 100 97 99.3
2008/09 82 58 74.48
2009/10 80 60 69
2010/11 81 59 70
2011/12 72 60 67

Source: Compiled from Approved Estimates of Expenditure on &urrent and Capital Budget (Output

Based)

184. The average achievement of planned output for various programmes and
activities for the ministry kept dwindling over the six year period. There were a
number of factors for this trend which included: Inadeqate staffing levels,
notably in technical positions and inability to monitor activities due to financial
limitations. All the reasons given are attributed to inadequate financing of the
i ETEOOOUBO POIT COAIT A0 AT A AAOEGHIOBAO8 4E
more financing, in real terms, for the ministry. Whilst the financing was
adequate and appropriate in the early years of the scope of this study, it no
longer was in the last four years. The graph below shows the trends in terms of

output achievement for MOECCM.

The falling annual output achievement levels are presented in the figure below.

%0 Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
*! Malawi Government: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
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Figure 4.9 MoECCMannual planned output achievement against actual
achievement:
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This is an indication that the resources for scheduled activities in thministry
were inadequate to enable it carry out its activities as planned.

The table below provides the achievement levels on various set outputs in
Ministry of Lands, Housing and Urban Development:

Table 4.22:  Levels ofAchievement ofOutputs for MoLHUD

2006/07 100 100 100
2007/08 100 100 100
2008/09 91.8 82.8 87
2009/10 87.17 94 90
2010/11 85.6 90 88
2011/12 84 84 84

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

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

%3 Malawi Governrent: Output Based Budget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)

68



185.

186.

187.

Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

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

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

Table4.13: Levels ofAchievement ofOutputs for MolWD

2006/07 64 85 74.5
2007/08 76 82 79
2008/09 74 68.5 71
2009/10 76 67 72
2010/11 75 65 70
2011/12 69 71 70

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

The challenges that prevented the ministry from achieving what it had set out at
the beginningof each were: many vacancies existed in the ministry, inadequate
and unstable flow of funding on government funded programmes, inadequate
institutional capacity to support water resources development especially at

district council level, lack of training o1 the new accounting system and

procurement procedures are not flexible to quickly respond to the needs for
planned activities, poor mobility due to general transport problems in the

ministry and inadequate monitoring and management information systems

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

% Malawi Government: Output Basd&lidget Document 5 (2006/07, 2007/08, 2008/09, 2009/10, 2010/11,
2011/12 and 2012/13)
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The consulting team finds a direct correlation between the challenges that have
hindered performance in the ministry and provision of adequate financial
resources to the ministry, which is an indication that the funds that provided
over the period havebeen inadequate.

The ministry managed to achieve the following outputs levels in the period
under review as detailed in the table below:

Table 4.14: Levels ofAchievement ofOutputs for MOTWC

2006/07 89 90 90
2007/08 87 100 94
2008/09 84 92 89
2009/10 88 87 88
2010/11 87 87 87
2011/12 75 79 77

Source: Compiled from Approved Estimates of Expenditure on Recurrent @rCapital Budget (Output
Based)

. The department of wildlife made an average achievement of its planned outputs

at 88% level. 100% achievement was not possible because of the following
reasons:
1 Acute shortage of human resources as there have been a rhen of
unfilled positions as per establishment; and
1 Inadequate resources to enable the department construct electric fences
and all weather roads around protected areas.

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

The average achievement level on all outputs by the four ministries was 83%.
Ministry of Lands, Housing and Urban Development ldathe highest average at

91.5% while Water despite being the highest in the uptake of environment
expenditure had 73% achievement on its set dputs. On average, the sector had
afinancing shortfall to make up for the 17% gap in output achievement.

DoDMA

Except forthe years 2009/10 and 2010/11 in which output achievement levels
for ORTwere at 100% and 50% respectively, nodata, on an annual basiswas
available for the other years to enable establishment of a meaningful trend in
the achievement ofplanned outputs. The two achievements related to the
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production of the National Disaster Risk Management Policy and disaster risk

management awarenessaimed at improving the institutional capacity in
disaster planning and response.
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Linking Policies to Budgets

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

4AEA - 4%& DOT OEAAO OEA Ol ET EET Ces DA AxT O]
OAOEOAT AU DIl EAU DOEI OEOQEADIthd plobldhE OAEDI |
is that policy making, planning, and budgeting are disconnected, then a potential

solution is an MTEF. Given that this disconnect between policy making,

planning, and budgetary processes is a common condition of developing country
governance, the MTEF has increasingly come to be regarded as a central

element of PEM reform programs.

Although Malawi was one of the first countries in Suisaharan Africa to
introduce a mediumterm expenditure framework in the late 1990s and
adopted an outputbased budget presentation and a new budget program
classification in 2010/11, the budgeting process is still very much inpubased,
incremental in approach and little policyled. There are also classic crossutting
public finance management issues, such as thimited implementation of IFMIS
that does not allow policymakers to get reatime budget execution data and the
separation in the elaboration of the recurrent budget and th development
budget’.

Slow progress on the operationalization of MTEF arises out38f
a) lack of political leadership and commitment to the MTEF/budget-

ministers and parliamentarians have not taken advantage of the budget
as amanagementtooltoachiOA - Al AxE86 O AAOAT T pi AT O
fact that the budget is essentially a political process. This arises for
several reasons. The extent to which Parliament is able to fulfil its role of
OxAOAEAT Co 1T OAO Cci OAOT 1 Al O kiowledyeE|I EOAA
and poor presentation of information. At present, the National Assembly
has little substantive engagement in the process of determining the
budget, and little results from the deliberations of the Public Accounts
#1 11T EOOAA 11 OE As RefbA.EI® ladilition, AChbln&tA1 &
committees with responsibility for issues regarding the budget have not
been systematically engaged in budget formulation and budget
monitoring.

**World Bank 1998a:32
*" Malawi Public Expenditure Review, Report No. 79888\ ¢ Document of the World Bank
°® Malawi: Lessons Learnt from First Reforms Lead to New Aphroy Chauncy Simwaka*

72



Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

b) inadequate management and cordination - the institutional rules and
procedures for planning and managing the MTEF/budget across
government were not effectively applied, the MOF did not operate as a
cohesive team to provide leadership and guidance, and the management
and coordination arrangements within line ministries were poorly
defined. The effective functioning of the MOF is the central issue, both in
terms of its internal operation and its relationships with other central
agencies and line ministries. In part, the problem relates to a lack of
teamwork across the ministry.

c) lack of focus of policies and budgets on the delivery of outcomes and
outputs - policy development has been weak and not clearly focused on
affordable outputs and outcomes. As a consequence, inconsistency
between budgets and policies persist, and expenditures inot focused on
the outcomes desired by government. The main causes here were
identified as a lack of clear resource limits to guide sector policy
development, a policy process that is not systematically linked to the
budget process, lack of clarity in plicy-making responsibilities, lack of
standard costs for budget preparation, and lack of transparency and
accessibility in the presentation of the MTEF/budget documents.

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

4.3.1 Policies in Environment

197.

198.

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

While the MGDS specified clear targets to be achieved, the NEP did ndte T
consulting team was unable to identify any elements of budgets that directly
trailed from the NEP. Discussions with MOECCM officials could not establish any
link between this policy and the budgets. While the draft Climate Change Policy
has an outline d priority areas and some financial strategies, it falls outside the

73



199.

200.

201.

202.

Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

scope of this study. Like in the agriculture secté?, there is a very weak link
between policy framework and budgeting. It is therefore necessary to make
progress in strengthening the lirk between policy framework and budgeting in
this sector.

NEP also provides for facilitation of the establishment and maintenance of
Village, Area and District Environmental Committees for the management of
environment and natural resources, in accatance with the National
Decentralization Policy(1998), the Local Government Act, 1998 and the EMA in
order to ensure coordination at the local level and effective public participation

in  environmental decisionrmaking processes and implementation.
Unfortunately local councils have so far been allocated only 1% as ORT for the
ENRM sectors at that level. This is clearly a big gap between the policy
aspirations and the related financing.

The MGDS expenditure target for environment was a total of MK9.49%llion
{MK®6.303 billion in MGDS | (2006-11) and MK3.192 billion in MGDS Il (201%
2012)}. The actual expenditure of the period was MK9.9 billion which
represents 103.8% of the MGDS target. This shows that the expenditure
incurred in MOECCM was very cke to these long term targets and therefore, on
the basis of the MGDS, the ministry performed well.

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

Supporting the NEP is the ForestryPolicy (1996) which aims at sustaining the
contribution of the national forest resources to the quality of life in the country
by conserving the resources for the benefit of the nation. It provides an enabling
framework for promoting the participation of local communities and the private
sector in forest conservation and management, eliminating restrictions on
sustainability of essential forest products by local communities, and promoting
planned harvesting and regeneration of the forest resources by Vill@ Natural
2A01 OOAAO #1111 EOOAAO j6.2#80Q08

%9 Malawi Public Expenditure Review Report No. 79888/ ¢ Document of the World Bank
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Policies in Lands

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

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

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

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

Policies in Agriculture and Food Security

The ENRM expenditure for the Ministry of Agriculture and Food Security
totalled K4 billion in the 6 years. This represents 2.12% of the total expenditure
for the ministry. This expenditure is substantially dominated by fisheries
(1.45%) leaving 0.67% toland resource survey and evaluation, land resource
management and environmental conservation and educationThe ENRM

expenditure increased threefold between 2006/07 and2011/12. ENRM is a

focus are&° in the ASWAp but not a priority as it is sparsely touched on in the
plan: ASWAp entrusts the line ministry responsible for this function with the

role of for ensuring that natural resources are used in a sustainable manner.

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

%9 Malawi GovernmentThe Agriculture Sector Wide Approach (ASW#p) £ F 6 A Q3 LINA 2 NRA GA &SR
Agricultural Development Agenda
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aquaculture development and these werelake Malawi Artisanal Fisheries
Development Project, Small ScalOffShore Fisheries Technology Development
(SSFTDP) and the Presidential Initiative on Aquaculture Development Fish
Farming Project.

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

As already alluded to above, linking policies and budgets is a general weakness

in Malawi Government. The Agriculture PER emphasises this poirdénd
advances easons for the weaknes@ the box below:
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Progress remains to be made in strengthening the link between polig
framework and budgeting in the agriculture sector, in spite of the adoption of a
Agricultural Sector Wide Approach (ASWAp) in 2010. Although dawi was one
of the first countries in SubSaharan Africa to introduce a mediunrterm
expenditure framework (MTEF) in the late 1990s and adopted an outptihased
budget presentation and a new budget program classification in 2010/11, th
budgeting process $ still very much input-based, incremental in approach an
little policy-led. In the agricultural sector, there are also classic croswtting
public finance management issues, such as the limited implementation of IFM
that does not allow policymakers toget reattime budget execution data and the
separation in the elaboration of the recurrent budget and the developmen
budget. Three interrelated factors explain the slow progress achieved i
integrating policy and budget planning in the agriculture sectao

a) Insufficient capacities to organize a strategic thinking phase prior to budge
planning: capacities at MoAFS Department of Agricultural Planning Servic
(DAPS) are inadequate in all units (Policy Analysis, Programme Developme
M&E) and further weakened by an important turnover; the fact that the
Department had no Director for several years until recently is of the neglec
from which strategic planning suffers. A strategic thinking phase upstream fron
budget planning would allow MoAFS, in collaboratio with all stakeholders, to
take stock of the progress made in ASWAp implementation, update strategi
and re-establish priorities and allocate budgetary resources accordingly
Planning and M&E capacities must be strengthened at all levels.

b) Inadequate organizational arrangements, resulting in low levels of ownershi
and accountability: this is a frequent weakness of policy reform attempts i
SubSaharan African countries: new policies are prepared but th
organizational aspects of their implementation areoverlooked. The need for
revisiting existing procedures and organizational arrangements is not assesse
AT A OEEO OAOU 1 £ZO0AT OAOGOI OO ET A
various stakeholders under which the new policy is most likely to remair
rhetoric. Adjustments in MOAFS organizational chart and budget are require
for a greater consistency with ASWAp architecture.

c), AAE 1T £ EZEOAAI OPAAAg xEOE OEA EECH
MoAFS budget on one hand and highly fragmenteahd often offbudget DP
financed projects on the other hand, it is clear that MoOAFS fiscal space
achieve a greater linkage between policy framework and budgeting is currentl
rather limited. Nevertheless, the discretionary funding at MoAFS disposal clou
be increased through the inclusion in the Budget of all DP financed activitie
Finally, fiscal space can also be brought about through a change of mindset:
budgeting process as currently implemented overly focuses on new spendir
initiatives and fails to address the possibility of a better use of existin
resources through the reorientation of those expenditures failing to produce
valuable outcomes, which sends back to the issue of M&E capacities.
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Promotion of soil and water conservation techiques is an ENRM priority
number one in MGDS Il with the targeted costing of MK1.016 billion for
2011/12 financial year. The total MGDS cost target for the review period was
MK2.224 billion. The actual expenditure at MK4.034 billion represents 1.8 times
the target. The ministry spent more on ENRM than what had been projected by
the overarching medium term strategy for the country.

The Food Security Policy provides a general statement about environment as
NOT OA A h&gol@Ardcoghifes the exisince of the National Environmental
Policy and advocates participation of all stakeholders in sound management,
conservation and utilization of natural resources and the environment to
achieve increased but sustainable productivity and development now anad ithe
£OOOOAG 8

In spite the formulation and adoption of the Agriculture Sector Wide Approach
in 2010, progress remains to be made in strengthening the link between policy
framework and budgeting in the agriculture sector.

Water

Total actual expenditure for water had been steadily rising over the six year
period and by 2011/12 the expenditure had multiplied the 2006/07 one by 1.75
times. 85% component of the total expenditure was capital. MolWD contributed
29 percent to the total environment expenditure for six year period. The MGDS
has many priorities for water which include empowering national authority to
manage water resources using the Integrated Water Resources Management
(IWRM) approach and establish monitoring systems including:

a) the establishment and maintenance of a register of all actors in water
and sanitation;

b) conduct research to establish resource potential and guides;

C) promoting water resource conservation, harvesting and protection in an
integrated manner including development ofsmall community and large
dams;

d) development of lakelevel regulatory structures at Liwonde and
Mangochi;

e) proactively implementing management of water resources; and

f) incorporate local governments and communities in planning and
management of water and sanation including catchment protection and
rehabilitation.

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

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

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

Disaster Risk Management

The MGDS costetharget for the six year period for DRM was MK1617 million
whereby 40% of this target was spent. The MGDS priorities included establish
an effective early warning system, developing and strengthening DRM policy
and institutional frameworks, mainstreaming CRM into policies, strategies and
programmes, implementing mitigation, preparedness, response and recovery
measures in disaster prone areas and incorporating DRM in all school
curricular. An expenditure overrun of 25% was recorded for DoDMAnainly
because 6 the unplanned expenditure on the importation of maize in 2007. In
comparison with the MGDS there was a 60% undexxpenditure which can be
attributed to estimation problems. The MGDSeing a medium term strategy
suffers from accuracy especiallgs it relates tothe estimation of financial data.

Summary of MGDS Targetsand Expenditure

The table below shows the MGDS targets and total actual expenditures for the
five key ministries over the six year period.

Table 4.15: Total MGDS argets and Actual Ependitures from 2006 to 2012

Environment and | 9.495 9.857 3.8%
Forestry

Lands 7.614 10.705 41%
Agriculture 2.224 4.034 81%
Water 12.715 12.878 1.3%
Wildlife 1.462 2.308 58%
DRM 1.617 0.654 (60%)

Source: Compiled from Approved Estimates of Expenditure on Recurrent and Capital Budget
and Annual Appropriation Accounts for 2006/07 to 2011/12 financial years, MGDS | and
MGDS I
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It is noted that the MGDS targets were lower than the related actual
expenditures. MGDS, being a medium term strategy suffers from accuracy
especially the estimation of financial data. Coupled with inflationary effects, the

actual expenditure have turned out © be divergent from the MGDS costed

targets except for the mainstream environment and water whose expenditures

were almost equal to the projected expenditures in the strategy.

The variations between the MGDS targets and the actual expenditure arose
mainly because the needs based costing in MGDS was long range (five year
period). The longer the budget period, the less the accuracy and the greater the
uncertainty. Whilst the average variance of positive 13% seems reasonable the
highest individual deviation was as high as 60% (for DRM). Expenditure on
DRM in Malawi has been, to a greater extent, reactive to disastensd notbased

on implementation of plans.
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CHAPTER 5:INPUT MIX AND VARIANCE ANALYSIS

51 Input Mix

220. One of theobjectivesfor this study was to perform an analysis of the mix of cost
inputs. These are comparisons betweenecurrent and capital expenditure,
salary against nonsalary and managemenbverheads against service delivery
and ORT versus recurrent expenditure for ENRM in the kayinistries discussed
above.

5.1.1 Recurrent versus Capital Expenditure

221. The average proportion of capital expenditure to total expenditure in the five
key ministries averaged 58%. The lowest capital expenditure level was incurred
in mainstream environment, vote 470, at 28% while the highest was in water
(vote 210) at 85% level. The average national capital expenditure was 21%
which was much lower than the ENRM average. This implies that the ENRM
sector performed better than average in the developmenotf the sectors under
review. For DRM, no project costs were ever included in the national budget in
the six-year period which, on the face of it, contravenes the d&ra Agenda for
Action (AAA) (2008) and the Paris Declaration on Aid Effectiveneg2005).

5.1.2 Salary versus Total Recurrent Expenditure

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

5.1.3 Overhead Costs versus Service Delivery Costs

223. Overheads in the ministies are defined under the umbrella of the costs of
management and support services which comprise the costs of running the
i ETEOOAOS8O 1T £Z£ZEAAR AT OO0 1T &£ 1 ATACAI AT O
management, financial management, stores management, HIV and B&ID
intervention and gender. The five key ministries average overheads constituted
20% of recurrent budget leaving 80% for service delivery. MOECCM (vote 470)
had the highest share of overheads at 32% whilst MOAFS (vote 190) had the
least at 6%. MOECCM is sponsible for coordinating management of
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environment, climate, climate change, forests and other natural resources for
social economic development of Malawi. MOAFS is a direct converse of this
because it has many directorates responsible for direct servicgelivery and its

size, as the largest ministry in terms of budget (driven by FISP), it is able to
achieve economies of scale by utilising and spreading its overheads over the

OAAET EAAT AAPAOOI AT OO xEOEET EO8 &i O A@:

incurs more or less the same overhead costs as MOECCM but in agriculture such
overhead costs are spread over 57 cost centres while in MOECCM they are
absorbed by 11 cost centresSimilar to MOECCM, DoDMA had an average of 35%
of the recurrent costs as overheds.

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

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

For the five keyministries and local councils the6% average variance between
actual expenditures and budgets on recurrent budgets has not been significant
because it is below the £10% limit which is allowed by the Generally Accepted
Accounting Practices (GAAPSs). This @&tributed to the cash budget mechanism
of funding. Cash budgeting systemsdetermine monthly budget releases
primarily upon the basis of revenue collectedrather than using the cash flow
profile associated with the approved estimates.

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

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

The table below summarises average variances f&NRMrecurrent and capital
budgets andexpenditure in the institutions under review.

. Malawi Gvernment, Aid Atlas 2010/11
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Table 5.1 Summary of \ariances

MoECCM 5.2% 29.5%
MoLHUD 7.4% 8.9%
MOAFS 6.5% 15%
MolWD 1% 10.4%
MoTWC 4.2% 20.1%
Local Councils 12% -
Averages 6% 16.78%
DoDMA (25%) -

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

In Malawi, there is seemingly a problem with reportingof financial results. One
would hear, through various discussion forumand the media, about various
stories of financial indiscipline such overspending bygovernment ministries

and departments but these are not reported in official government documents
such as the Consolidatednnual Appropriation Accounts.

In the 2011 (Public Expenditure and Financial Accountability (PEFA)
assessment, Malawi scored very low on budget execution and control,
accounting and eporting and external scrutiny and audif?2.

So in Malawi, the annual ENR expenditure kept rising until 2009/10 when it
started to fall. Because of financing of the water and sanitation component,
Ministry of Irrigation and Water Developmenthas had he highest level of
environmental expenditure at30%.

In comparison with Mozambique and Rwanda water and sanitation consumed
the highest proportion of environmental expenditure the three countriesd
proportions to total environmental expenditure being 29%, 40% and 39% for
Malawi, Mozambique and Rwanda respectively. The second highest with 25% is
Ministry of Lands, Housing and Urban Deslopment which implemented the
Community Based Rural Land Development Project (CBRLDP) until 2010.

%2 Malawi Public Expenditure Review Report No. 79868V November 2013
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CBRLDP ha had a gnificant effect of raising the environment expenditure for
the ministry in the period. Besides CBRLDPhere was the AfDB financed
Customary Land Reform and Sustainable Rural Livelihoods Project. The
environmental expenditure in local councils has beenhe lowest as, over the
three year period in which ORT for the environment related sectors
(environment, water and fisheries) were devolved, less than MK 500 million had
been spent representing 1% of the total environment expenditure.

234. In Rwanda as wvell as Malawi, staff in districts confirmed that there is a
mismatch between the responsibilities devolved to districts and the resources
allocated to them. They are grossly unde©O A OT OOAAA8 2xAT AAGO - EI
Government (MINELOC) commissioned a wily to cost how much would be
required to enable districts execute the decentralised policy and related
development programmes.Such a study would also be worthwhile for Malawi.
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CHAPTERG6: CONTRIBUTION OF VARIOUS STAKEHOLDERS

Local Authorities

The Role of Local Authorities

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

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

The mandates and roles of the NLGFC as derived from the Constitution are as
follows:

a) Receive budgeestimates from all Local Authorities;

b) Supervise and audit accounts of Local Authorities subject to the
recommendations of the Auditor General;

c) Make recommendations relating to the distribution of funds allocated to
Local Authorities;

d) Prepare a consolidatd budget for all Local Authorities, after
consultation with the Ministry of Finance, which shall be presented to
the National Assembly by the Minister responsible for Local
Governments;

e) Make application for supplementary funds;

6.1.2 Sector Budget Devoluti on Progress

238.

Government of Malawi adopted the National Decentralisation Policy in 1998.
The subsequent enactment of the Local Government Adt998) provided a legal
framework for operationalisation of the Policy. The Policy is aimed at
empowering the gassroots in local development through participatory decision
making. It thus provides for the devolution of functions from Central
Government to the Local Authorities. The devolution of functions from Central
Government to the Local Authorities entailed lie corresponding devolution of
resources for the Local Authorities to effectively implement the responsibilities
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assigned to them. In the 20056 fiscal year Local Authorities were designated
as distinct votes in the National Budget and the offices of th®istrict
Commissioners and Chief Executive Officers were designated as controlling
offices. This provided a basis for the appropriation of resources by Parliament
to the Local Authorities.

The first sectors to devolve their Other Recurrent Transaadtns (ORT) budget to

the Local Authorities were Health, Education and Agriculture in the 20056

fiscal year. The total devolved sector ORT budget then was MK3 billion. By

2011/12 eleven more sectors had devolved their ORT budgets to the Local
AuthoriesweE OE OEAO UAAOG6O0 O1T OAI AZEEOAAI OOAT O/
water and sanitation, environment and fisheries whose transfers totalled

MK178 million which represented 1.26 of the total local authority transfers in

that year.

The ORT budgettransfers to the devolved sectos over the period is presented
below:

Figure 6.1: Devolved Sector ORT transfers 20052012

Devolved Sector ORT Transfers
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Resource Allocation Mechanism

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

for consideration.
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241. - Al AxE8O 1T Ax Al T OOEOOOEIT T &£ pwwuv 1T DHATA
transferring power to democratically elected local governments. Since then,
Government has undertaken a number of stud&in decentralisation leading to
development of a new National Decentralisation Policy and its approval in
October 1998. The Policy seeks to devolve powers and functions of governance
and development to elected Local Government Units as reflected in the
Canstitution. Subsequently the Local Government Act was passed by Parliament
in December 1998. The government adopted an incremental implementation
strategy to devolution through a 10 year National Decentralisation Programme
(NDP). The first and second phaseof both the NDP | and NDP Il gave priority to
OZAEOAAI AAAAT OOAI EUAOQEIT I A0 A AlTiIbpiTAl
decentralisation relates to allocation of resources between different levels of
Governments, consequently, the use of an Intergovernment&liscal Transfer
System (IGFTS).

6.1.4 Allocation Basis

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

243. Thus, the use of a formula is preferred to ad hoc allocation of resources because
it fosters fairness, transparency, accountability and facilitates local pfeaing due
to predictability of funds that are due to a Council. In the absence of a resource
allocation formula there has been be room for subjectivity and lack of fairness in
resource allocation. So far allocations to the ENRM sectors have not been based
on formulas but on historical allocations because the sectors were devolved to
the local authorities after the allocation formulas had already been developed.
The first set of Intergovernmental Fiscal Transfer Formulae was approved by
Parliament in October2002 and was to be reviewed after every three years.
However, further consultations proposed that the formula be reviewed after
every five years.
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Review study of the IGFTS

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

Provided in the table below are the proposed formulae for allocating funds to
ENRM sectors.

Table6.1: Summary of Proposed Formulae for ENRMeStors

Department No formula but based on 50% number of water points in
of Water historical allocation the district;

50% percentage of the
population not yet served.

Department No formula but adhoc 45% Brown environment 30%:
of allocation population;

Environment 25%:: equal shares.

Affairs

Department No formula but adhoc 40% Equal share

of Fisheries allocation 55% capture fisheries;

40% aquaculture development;
5% ornamental trade.
Department Mainly based on historical 40% rehabilitation, replanting;

of Forestry allocations. 20% number of forest reserves;
30% population accessing
extension service,

10% regulation.

Source: National Local Government Finance Committee

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

LA Authority Budget Implementation Challenges

Some of the challenges faced in the implementation of Buelg by Local
Authorities include the following:
a) The size of the devolved budget for most of the sectors has not been
commensurate with functions devolved to Local authorities.
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b) The development budget is still not devolved to the Local Authorities. It
is still retained by the Central Government Line Ministries. This has
compromised the level of development projects that can be implemented
by Local Authorities with the main source of development budget
financing currently being the LDF.

c) The staffing levels inmost Local Authorities in terms of both numbers
and skills, still remain a challenge; The Personal Emoluments budget, is
still not devolved with staff in devolved sectors still being under Line
Ministry establishments. This has compromised management cokie®n
at the Council level due to multiple reporting allegiances.

6.1.7 Decision-making and Budget Monitoring at Local Levels

247.

248.

249.

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

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

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

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

Role of Established Parastatals

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

Electricity Supply Corporation of Malawi

The Electricity Supply Corporation of Malawi (ESCOM) is ¢hGovernment only
supplier of electricity in Malawi. ESCOM produces economic benefits for the
country from water resources by generating hydroelectric power. Physical
degrading of the environment is causing serious problems for ESCOM

This is manifestedin the following ways:

1 Siltation of the Shire River due to massivesoil erosion causingreducedvolum
e of water; and

1 Increasein aquatic weedsdueto increasednutrient load from agricultural acti
vities which block water flow.

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

Due to environmental degradation and bad farming practices in the catchment
area of the Shire River and its tributaries, large quantities of silt are deposited in
%3#/ -60 (UAOEDHT ©OAO0 OROAOOT EOO OEAOAAU
capacity and necessitating dredging. Silt also accelerates wear of waterways and
turbine parts thereby increasing the operational costs through frequent
replacement of parts and power plant outages.
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To maintain operational capacity the company is involved in a continuous
process of desiltation. This involves the dredging of the dams and during the
rainy season efforts are also undertaken to remove debris from the Shire River.
These efforts are seto continue for the foreseeable future. All costs associated
with these efforts are expensed to the income statement as they are incurred.
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6.2.2 Blantyre Water Board

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

257. For the Mudi Dam the main problem has also been siltation due to deforestation
of the catchment area which cause®rosion. The catchment area for the dam
(890 ha) was encroached in the 1990s when people started farming, building
and quarry mining. As a result of the siltation, the dam has lost almost one third
of its 1.4 million cubic meters capacity. Sometimes the Board stops pumping
water from the dam due to excessive siltation. The Board has plans to dredge
the dam. The estimated cost is MK34 million and the Board cannot currently
afford the cos#3.

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

259. There is the Ndirande Mudi Catchment Committee which has bedarmed to
deal with the problems of the Mudi Dam. The Committee comprises of the
Blantyre Water Board, Forestry Departnent, Ministry of Lands, Ministry of
Water, Blantyre City Assembly and CURE. There is also the Ndirande
Reforestation Committee comprising of communities in the catchment area.
This Committee is helping to reduce illegal tree cutting in the catchment area
The Committees meet quarterly. Blantyre Water Board is also employed a
security company to guard the Mudi catchment area?rovision of high quality
and reliable drinking water supplies is an absolute priority of the Board. To
sustain this priority, it i0 OEA | OCAT EUAOEI 180 AOGOU O
I AOOOAI AT OGEOITI AT O ET AAU O AAU AAOEOE
act as diligent stewards of the natural environment in order to preserve the
good quality of water sources. Rehabilitabn of the Mudi Dam catchment

%3 Economic Evaluation of Sustainable Natural Resource Use in Mgdlgiwistry of Finance and
Development Planning
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continued in the review period. In the year 15,000 seedlings were planted in the
Mudi Catchment Area.

Lilongwe Water Board

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

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

The Board constructs fire breaks around the buffer zone to avoid wild bush fires

from destroying the vegetation. The Board also donates tree seedlings to
schools that are within the catchment area. The Board through the Community
Based Oganizations (CBOs) operating in the catchment area encourages the
communities living near the catchment area to practice sustainable land

management practices.

The community around the catchment area construct marker ridges which are
then planted with vetiver grass. Vetiver grass helps in preventing soil erosion
and land degradation. So faan area of about 50 hectags hasbeen planted with
vetiver grass.

LWB through the Malawi Environment Endowment Trust, supplied 32 bee hives

to communities 0T OT A 471 06 - AOAIT AAT EEOT AA AT A
program. The Board also organizes bee keeping training for the Village Natural
Resources Management Committees (VRNMs) so as to ensure success of the
program. The Board promotes regeneration of nat@al tree species in the
catchment area with farmers giving out idle land for regeneration.

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

Northern R egion Water Board

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

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

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

University of Malawi

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

Chancellor College and the Polytechnic have been providing eduaati in
environment and national resources. Chancellor College does not offer
undergraduate programmes in environmental studies, although aspects of
environment are mainstreamed in the Bachelor of Science and Education
Science courses. However, it offers dwo-year Masters Degree in
Environmental Sciences. It also houses two environmental research centrgs
Leadership for Environment and Development (LEAD) Southern and Eastern
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Africa and NaturalResources and Environmental Centre (NAREC). The objective
of the 51 EOAOOEOU NauFal Resdurkse« BEndl Environment Centre
(NAREC) is to provide an institutionalinfrastructure and capacity for research,
training and consultancy in natural resources and the environment for paarty
reduction at household and national levels. Multidisciplinary approaches are
Al 01T AT AT OOACAA AT A A1l 1 AI ARAOO 1 &
departments including Geography and Earth Sciences provide the required
expertise for NARECs thematigroups in areas of environmental management,
indigenous knowledge systems, biotechnology, ecology, food
science/technology, renewable energy, climate change, traditional / plant
medicine and geosciences.

Environmental Health Department of the Univesity of Malawi-The Polytechnic
shall protect, promote, and enhance the health and welieing of the public and
the environment by:
1 Producing competent EH workforce in Malawi
1 Undertaking research and consultancy that will enhance the evidence
base to inbrm EH policy and strategy development and implementation.
1 To collaborate with national, regional and international stakeholders in
environmental health to the benefit of the health of the nation.

Lilongwe University of Agriculture and Natural Resou rces

Natural resources and environment programmes fall under the Faculty of
Natural Resources Management whose general objective is to advance
knowledge and produce relevant graduates for sustainable natural resources
management, through teaching, trming, research and outreach consultancy.
LUANAR- Bunda College has been offering a number of degrees relating to
AT GEOTTI AT O AT A 1T AOOOAT OAOT OOAAOS
Science in Forestry, Bachelor of Science in Environmental Sciences;Hgdor of
Science in Natural Resources Management (Wildlife and Ecotourism), Bachelor
of Science in Natural Resources in management (Land and Water) and Bachelor

of Science in Aquaculture and Fisheries Science.

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

Mzuzu University

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

The goal of the Faculty of Environmental Sciencesin the university is "to
produce high quality graduates equipped with relevant scientific and technical
knowledge, values and skills that would effectively contribute to sustainable
management of natural resources r@d biodiversity conservation programmes
for the improvement of human wellbeing".

The Facultyoffers the following four year degrees, namely Bachelor of Science
in Forestry, Bachelor of Science in Fisheries, Bachelor of Science in Renewable
Energy Technologies, Bachelor of Science Water Resources Management and
Bachelor of Science Land Management and Administration.

The table below show the ENRM expenditure that was incurred bgub vented
parastatals.

Table6.2: ENRM Expenditure by Subventeddastatals (MK Millions)

2009/10 2010/11 2011/12 Totals

UNIMA 122.00 109.00 90.00 97.00 24.00 2.00 444.00
LUANAR 28.56 44.30 73.80 54.70 67.70 118.80 387.86
MZUNI 134.00 113.00 158.00 250.00 211.00 343.00 | 1209.00
NHBGVI 50.00 65.00 109.50 129.30 180.77 145.70 680.27
Totals 334.56 331.30 431.3 531.00 483.47 609.50 [ 2721.13

Source: Department of Statutory Corporations

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

278. To address the contribution of development partners, the study team needed to
get the following questions answered:

a) what is the backgrownd information to donor support to Malawi?

b) who have the key development partners in ENRM and DRM been?

c) why do some development partners prefer extra budgetary support to
Malawi?

d) How much financial support has been provided for ENRM and DRM by
donors in the period of the review?

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

280. Malawi has consistently received more grant assistance than loans 2010
according to DAC statistics 7%of total ODA gross disbursements were loans,
93% grants.- Al AxES8O 11 00 OAAAT O ATT1TOAI ' EA 1 C
general budget support (GBS) accounted for 10% of aid disbursements, sector
support (discrete and pooled funding) 23% and project support 67%. Malawi
has beenreceiving GBS since the late 19908armonized from the early 2000s
onwards through the Common Approach to Budget Support (CABS) group
which currently comprises DFID, EU, Germany, Norway, the African
Development Bank (AfDB) and the World Bank.

Table63d - Al AxEG8O OI B OAIBINRMANA finaibl felar®O DA OOT /

USAID 124,503,992
World Bank 123,904,806
Department for International Development 110,079,528
Global Fund 109,650,178
EuropeanUnion 96,806,731
Norway 40,565,123
Japan 30,973,912
African Development Bank 29,197,764
Centres for Diseases Control 24,668,969
German Development Cooperation 22,556,557

64Approved 2011/12 Financial StatemenBudget Document No. 8Ministry of Finance
% Aid Atlas 2010/1%, Ministry of Finance
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Environment, lands and natural resources sector has been supported by six
development partners in at least three of each of the four years from 2007/08
fiscal year to 2010/11%6, These partners were EU, Norway, USAID, World Bank,
UNDP and Japan. Similarly, for vulnerability ah disaster risk management,
Malawi hashad DFID, Irelaad, UNDP, WFP, UNICEF and Norway in most of the
four fiscal years.

Extra budgetary support to Malawi

A significant proportion of donor support to Malawi is deemed to be extra
budgetary (Table 6.4 below). Extra budgetary projects are those whosénances
are not directly managed by a government institution. Project support to Malawi
may involve government to differing extents, specifically:

a) The government directly manages all project activities and implementation,
as well as directly managing alits financing issues;

b) The government directly manages project implementation and procurement,
but not payments, which are made by the donor organization;

c) The government manages only the project implementation, while
procurement and payments are managed bghe donor organization;

d) The government manages neither project implementation nor project
financing which are managed by a nogovernmental organization or by the
donor organization itself.

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

This happens when the government and the devetment partners have agreed

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

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

% Aid Atlas 2007/08 and 2010/X1Ministry of Finance
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DRM, financing to government institutions constituted 60% with the remainde
having been channelled through norstate actors and other organisationsHad
the financing to government institutions been made through the national budget
system, the amount of expenditure of DoDMA on DRMs reported in this PER,
would have been higher Table 6.4 below provides details of financial support
from development partners to ENRM and DRM sectors:

Table 64: Donor Financing to ENRM and DRM sectors for the period
2006/07 7 2011/12

0 DR 0 O 0 O
O O O 5 5 ...

Total Financing 99.0 4942 |25 44
Financing to Govt Institutions 84.8 4415 |22 26
Financingto Govt Institutions 43.9 0 13 0
through the government
budgetary system
Off-Budget Support 40.9 4415 | 9 26
Financing NonStae Actors 14.2 5.27 3 18
and other organisations

Source: Aid Management Platforng Ministry of Finance

44% of the donor money for ENRM was managed through the government
budgetary system whilst for DRM, where most of the assistance is directed
towards emergenciesn reactionary manner, no donation was managedhrough
the government budgeting system. In the wake of discovery of massive looting
of public funds which was discovered in 2013, it would be necessary for the
government to strengthen financid controls before the developing partners
regain their confidence in government systems to have their support managed
through budgetary systems.
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CHAPTER7: EXPENDITURE EFFECTIVENESEFFICIENCY SAVING&ND
MARGINAL COSTS AND BENEFITS

7.1  Expenditure Effec tiveness

287. Effectiveness relates tthe output to the final objectives to be achievétie
objectives of the various laws and policies in ENRM and DRM point towards
economic enhancement of the livelihoods of Malawians as well as to reduce or
eliminate heir suffering and risks surrounding therfihe US$ 84 million
expenditure has made a positive contribution to the Malawi economyThe
expenditure that has been incurred in ENRM by various ministries and
departments has generally yielded results as provedby the examples in the
selected sectors discussed below:

7.1.1 Agriculture

288. In a country where 83% of the workforce is involved in agriculture, productivity
of crops has an overriding influence on the economic healtthand, water and
forests are the pimary resources of agricultural production, and are the
resources essential to maintain human life and welbeing. One of the objectives
of the National Environmental Policy (2004) is to promote environmentally
sustainable agricultural development by ensung sustainable crop and
livestock production through ecologically appropriate production and
management systems, and appropriate legal and institutional framework for
sustainable environmental managementAgriculture in Malawi accounts for
39% of GDP an@5% of export revenues$’.

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

290. Production of various strategic crops: maize, rice, groundnuts, tobacco, cotton,
wheat, sorghum, millet, pulses, cassava and sweet potatoes has increased from
8.1 to 13.5 MT from 2005/06 to 2011/12 seasons representing a 66%
increase®. Over the same period, the Malawi population has grown by 29%
which is certainly a net benefit to the country.

Malawi has witnessedfood surpluses in all the seasons throughout t period of
this study as provided in the table below:

" World Bank

% Economic Valuationf Sustainable Natural Resource Use in MataMinistry of Finance and Developmte
Planning

% Annual Economic Reports 2008013
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Table7.l: - Al AxE860 &I T A 300DPI OOAO

Season 2006/07  2007/08  2008/09 | 2009/10 | 2010/11  2011/12
Surplus in Millions MT | 1.3 0.5 1.3 0.8 1.1 0.6

Source: Annual Economic Report 2013

7.1.2 Forestry

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

292. The Tree Panting and Management of Carbon Sequestration and other Eco
systems Project (20022007) was a Malawi Government Initiative supported
from local resources. The programme objective was to increase the area under
forest cover in Malawi in order to enhance cdon sequestration and other
ecosystem services contributing to greenhouse gases in particular, carbon
dioxide in the atmosphere. The programme has contributed to the improvement
of livelihoods for participating farmers through payments made as
compensationfor area planted, care for trees and the purchase of seedlings for
farmers.

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

294. The importance of forestry resources in supporting livelihoods in Malawi
cannot be over emphasized but remains an area of great concern because of the
unsustainable utilization of the resources. In keeping with the MGDSriprity
area on climate change, Natural resources and Environmental Management, the
"1 -860 - EIECOMMO Blanhing and Developmentecognizes that the
forestry sub-sector is directly linked to, and has an influence on thattainment
of other key priorities set in the MGDS. Apart from the key linkages with MGDS

priority area, forests are also important sources of employment and income,
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promoters of biodiversity that is important in ecotourism, and regulators of
climate change.Full time employment in forestry is around 29,000 with a
further 130,000 jobs involved in wood fuel supply?©.

Table7.2: Contribution of Forestry to Selected MGDS Priority Areas

MGDS Priority Area Contribution of Forestry Sector
Agriculture and Food Control of soil erosion
Security - Improvement of soil fertility

Mitigation during droughts and natural calamities
Irrigation and Water - Water catchmentareafor irrigation aswell as
Development domesticand commercialuse

- Improvement of water table for boreholes
- Minimising siltation in rivers and lakes
Transport and - Supply of industrial timber and poles
Infrastructure - Control of damagethrough flooding
Development
Energy Generation and | - Supplyof biomassenergy

Supply - Protection of water catchmentareasfor
hydroelectric power generation

- Supply of transmission poles

Integrated Rural - Supply of timber and poles

Development - Improvement of water table for borehole water
Programme Supply

Prevention and - Supply of medicinal plants and food

management of national | - Income sourcefor the affectedand the infected
disorders, HIV and AIDS

Source: Economic Valuation of Sustainable Natural Resource Use in MalagvMinistry of Finance and
Development Planning

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

Land

The CBRLDP in Ministry of Lands, Housirgnd Urban Development planned to
improve incomes of 15000 rural poor households by implementing a
decentralized, community based voluntary and market assisted approach to
land reform through the provision of land to the landless and poor households.

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

297. InanagroAAOAA AATTTi1 U OOAE AO -Al AxEB80 OEA
over emphasized as it has a very direct contribution tothe agricultural
economy. But soil is also important to the construction industry, particularly the
making of bricks and the use of sand in construction. There is a growing small
and medium pottery industry especially in central MalawiDedza and
Nkhotakota districts z which is also tourist attraction. In general, clay soils are
used for artisanal pottery for cookery and water storage throughout the
country. Soils also provide environmental services such as water purification,
and it is also crucial in the ontrol of the water table for electricity generation
along the upper and mid Shire River.

7.1.4 Wildlife

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

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

300. With global concern over climatechange, NPs, WRs and NSs will continue
serving as carbon sinks, thereby providing a great opportunity in mitigation.
$AOPEOA OEAEO EIi BPi OOAT AARh OEA OIT1T A 1T &
economy has not been comprehensively qualified as yet and th&udy is an
attempt to bridge this gap. However, available data limited our analysis within

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

301. The importance of wildlife resources can be directly linked to the role of the
tourism sector globally and nationally. Tourism is of growing economic
importance around the World. It is an international business that in 2001
contributed 4.2% to the gross Domestic Product (GDP) of the global economy
AT A AIBPITUAA w8cb |1 /£ dtddpopulation. hds@urBm i 1T 1 1 E
is very important economic catalyst, as visitors spend money directly in hotels
and outside of hotels, generating direct and indirect employment and revenues
through an economy. In recent years, the tourism sector has recen
considerable public attention recognizing it as a potential contributor to the
GDP. For example in 2001 the sector contributed approximately 1.8 percent of
OEA AT O1 OOUBO '"$0 xEEI A ET ¢nmnppROIDEA [FEEC
tourism contributed 7.2 per cent of GDP.

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

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

304. The Department of National Parks and Wildlife generates revenue through
OEOEOI 060 OOEI EUAQGETT 1T &£ OEA xEI Al EEA O
areas. The evenue is generated from consumptive and non consumptive uses.

Revenue from consumptive use is from sales of trophies, honey and others.
Trophies include hippo teeth, skins and meat. Other sources of such revenue are
bird licenses, game farming licenses, agne ranching licenses and hunting
licenses.

7.1.5 Fisheries
305. 4EA AEOEAOEAO OAAOT O EO 1T &£ COAAO EIi BT O0OA
employment, food, rural income, export, import substitution and biodiversity.

The sector directly employs neary 60,000 fishers and indirectly over 500,000
people who are involved in fish processing, fish marketing, boat building and
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engine repair. Further nearly 1.6 million people in lakeshore communities
derive their livelihood from the fishing industry73.

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

DoDMA

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

3 Annual Economic Report 2012, Ministry of Economic Planning and Development
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Efficiency Savings

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

Efficiency in general, describes the extent to which time, effort or cost is well
used for the intended ta& or purpose. It is often used with the specific purpose
of relaying the capability of a specific application of effort to produce a specific
outcome effectively with a minimum amount or quantity of waste, expense, or
unnecessary effort. Efficiency can atsbe described as input output ratio such

that is the output is more than the input, the result is efficiency, if not it is

inefficiency.

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

When a comparison between MGDS costed targets anthe related actual
expenditures is made for each subsector: environment, forestry, agriculture,
water and wildlife, the result is an average 37% negative variance (over
expenditure). This is attributed to estimation acuracy challenges that are
generally associated with mediumand longterm planning as is the case with the
MGDS.

From the two preceding paragraphs, it is clear that no tangible savings were
made by various public institutions involved in ENRM and DRM.

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

DoDMA is in the process fodevolving DRM to councils. Assistant District
Disaster Risk Management Officers have been deployed to councils in the 1
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disaster prone areas. Their primary responsibility is, in liaison with District
Commissioners, to report occurrences of disasters itme districts.

At district level there are structures that suit an efficient delivery of ENRM and

DRM services. These structures are DECs, ADCs, VDCs, DFRDCs which reach the
most grassroot populations in the country as depicted in the structure belw:
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Figure 7.1: District Level Structures for ENRM
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The District Executive Committee (DEC) is the technical arm of the District
Council composed of representatives from all government ministries and
departments, NGOs represented at the district and eopted members. It is
responsible for implementation of all aspects of the District Development
Planning System (DDPS). The District Commissioner or in his absence the
Director of Planning and Development chairghis committee.

The District Environment SubCommittee (DESC) is the DEC focal point on
issues of the environment. It acts as a mufdisciplinary forum for
environmental management and comprises environmental and NRM sector
district officers. The Drector of Planning and Development chairs the DESC with
secretarial services provided by theDistrict Environmental Officer.
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The Development Advisory Team (DAT) is responsible for supervising the
implementation of projects and programmes while the BBtrict Training Team
(DTT) is responsible for conducting all training required at the district.

Area Development Committee (ADC) under the current (ongoing) institutional
structure, decisionrmaking institutions are located at area level (at the lesl of
the Traditional Authority). Development decisionmaking bodies comprise the
Area Development Committee (ADC). The ADC has the following environmental
management tasks:

1 Identification and prioritisation of environmental issues that need
immediate mitigation actions.

Development of EAPs (at TA level) and subsequent micprojects.

Facilitate formation of VDC Environmental working groups.

Collate and approve VDC EAPSs.

Mobilize community resources and solicit funds.

Monitor SOE and implementation of EAPs.

= =4 48 -4 -4

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

The VDC has the following environmental management tasks:

1 OrganizeNRM meetings in the villages;

1 Lead the EAP process at village level;

1 Coordinate CBNRM activities with the ADC and communicate feedback from
ADC,;

1 Formulation of micro-projects addressing environmental issues and solicit
funding for such activities throughthe DDP;

1 Facilitate the mobilization of community resources for CBNRM selfelp
projects;

1 Supervise and monitor SOE and implementation of NRM micqrojects at
VDC level.

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

Area Executive Committee (AEC) is the technical body of the ADC. It comprises
frontline staff and plays the advisory role to the ADC. As executive body,s
responsible for day to-day technical advice on projects within the area and
even lower to the VDC. The AEC has the following environmental management
tasks:

1 Facilitate the SOER and EAP processes at area level.

1 Facilitate the process to develop micreprojects.

110



Public Expenditure Review Report ot f | Bnkir@riment and Disaster Risk Managem®ettors

323. Community Based Natural Resources Management Committeeat community

324.

level environment and natural resources management is done by several

community based natural Resources management committees (CBNRMCs)
some of which include Village Natral Resources Management Committees

(VNRMCs), Beach Village Committees (VBCs), Catchment Protection
Committees, Water Point Committees and Village Health and Sanitation
Committees (VHSC), Civil Protection Committees.

Similarly for DRM, the use of loal structures would bethe most economicaly
efficient way to deal with disasters.Decentralisation offers a better mechanism
for reducing bureaucracy, ensuring quality, timely and equitable provision of
services and enhancing transparency and accountaibyl.

The institutional structure of the National Disaster Risk Management for Malawi
is presented in the figure below:

Figure 7.2: Institutional Structure of National Disaster Risk Management for
Malawi
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The National Disaster Preparedness and Relief Committee (NDPRC) provides
policy directions to the Department of Disaster Management Affairs on the
implementation of DRM programmes. The committee comprises principal
secretaries of line ministries/departments, the Inspector General of Police, the
Commander of Malawi Defence Force, and civil society representatives. The
committee is chaired by the Chief Secretary. The NDPRC operates in accordance
with terms of reference, stipulated in the Operational Guideliner DRM.

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

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

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

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

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

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

Due to absence ofrecords on the social benefits and costs resulting from
environmental protection and natural resource management, an hdepth
guantification of MSB and MSC remains a challenge. The per capita environment
public expenditure in Malawi has dwindled in the last 2 years of this study as
shown in the table below.

Table 7.3: PerCapita Environmental Expenditure

Public Environmental Expenditure

(Million USP) 37.19| 3885| 55.75| 64.89| 48.79 32.52
Population (Million) 12.70| 13.10| 13.40| 13.60| 14.00 15.00
Per Capita Environmental 2.93 2.97 4.16 4.77 3.49 2.17

Expenditure (USH)

The average per cpita environmental expenditure was US$3.42 which was 32%

I xAO OEAT - Thédei daitdl édirondhenta expenditure was all
t|me lowest (the review period) in 2011/12 due to the governance problems
and a series of political misstepswvhich led to awithdrawal of donor support
and total grant inflows fell from 10.3 percent of GDP in 2008/09 to only 4.4
percent by 2011/12. Budget support, which finances many critical expenditure
items, fell from a high of 4.5 percent of GDP in 2009/10 to 0 by 2011/12Zhe
devaluation of the Malawi Kwacha in 2011/12 against major foreign currencies
had the effect of significantly diminishing the recorded US$ expenditure in that
year.

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

" Economic Valuation of Sustainable Natural Resource Use in MaMinistry of Finance and
Development Planning
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CHAPTERS: GAPS IDENTIFIED AND RECOMMENDATIONS

The table below provides the gaps that have been iddfied in the study anda

recommendationand a lead institution(s)

are proposed for eaclgap.

Table 81: Problemand Recommendation Matrix

The policies in ENRM and the draft Nationg
Disaster Risk Management Policy (2013
have goals and objectives to collaborat
with district councils with the aim of
reaching the grassroots. Decentralisation

has offered a better mechanism foi
reducing bureaucracy, ensuring quality,
timely and equitable provision of services
and enhancing transparency andg
accountability. Unfortunately, in Malawi,
the councils are grosst under-resourced,
spending only 1% of total ENRM resources
The second schedule of the Loca
Government Act (1998) provides a wide
range of functions of the councils orn
environmental protection and
environmental health. Further, as 4
mechanism for coundilors to discharge the
functions of the council, Section 14 of the
Act prescribes creation of committees of
the council one of which is environment.
The low levels of activity are often
attributed to inadequate capacity at the
council level. District Devebpment Plans
for 2010 to 2013 budgeted for environment
and DRM activities at 5% for total district
council financing. This justifies why 1%
funding for these activities at the local level
is far from being adequate for the sector a
that level.

In the medium term, a
capacity assessment shoulc
be undertaken in the local
authorities. The assessmeni
should cover all areas of
capacity including
i governance
leadership;

9 human resources in
terms of numbers, skills,
and experience;

9 fixed assets,equipment
and operational tools;
and

1 systems as
monitoring and
evaluation and strategic
planning.

The assessmentshould be

followed by development

of capacity empowerment
plans for all the sectors
including ENRM and DRM

and

such

In the short term, for
purposes of contnuity,
since councils are now
place, funds should be
provided based on annual
workplans and budgets
which should be approved
by the elected counct.

1 MoLGRD
1 MoF

1 MoECCM
1 DoDMA

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

All budgets that are submitted
by ministries and

departments  should not

prepared in an ad hoc manner,
but should be based on policy
aspirations. Adherence to the
MTEF approach should be

enforced. When revising

MoF
MoECCM
DoDMA
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Term Expenditure Framework in the late 1990s
and adopted an output based presentation and
new programme classification in 2010/11, the
budgeting process is still very much input
based, incremental in approach and little policy
led. The World Bank stipulates thatthe MTEF
DOl OEAAOG OEA OI1 ET EET ¢

AgpAl AEOOOAO O1 AA OA
AT A AEOAEDI ET AA 7ATde bAn®
further emphasises that f the problem is that
policy making, planning and budgeting are
disconnected, then a potential solution is a
MTEE

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

Distinguishing  of  programmes  and| Whilst environment and | MoF
expenditure between environment and | climate change are closely
climate change is very difficult. The dividing| linked, they are not the
line between the two is not clear cut. In al| same. Aseparate code for
ministries and departments, environment| climate change to which all
and climate change expenditures are code( budgeting and spending on
as one. Further to that, Ministries such a§ climate change will be
Defence, Home Affas, Transport, Health| attributed should be
and Agriculture are involved in DRM| created in the national
activities, especially when there is need fol budgeting and reporting
response to disasters. However, they do nd system. It is straight
have budget lines for thataspect. forward that with a code in
place, CC will have all its
budgets and expenditure
lumped under that code.
Ministries that are
constantly called upon
during disasters need to
have a budget lines for
DRM Such ministries are
Defence, Home Affairs
Health, and Transport and
Public Works.
On average 50% of donor support is off | Government already| MoF
budget’® despite Malawi being a country| started putting aid on the
that adheres to the Paris Declaration on Ai¢ budget through the

Effectiveness (2005) and Accra Agenda fo
Action (2008) that advocate harmonisation
of aid with national budget system. Whilst
observane to the two declarations is
necessary, Malawi Government financia
management system has been weak g

establishment of the AMP)
The efforts should continue
with government assurance
of strengthened financial
control systems. The weak

AT 1060110 ET

SWorld Bank 1998a:32

® Malawi Agricultural Public Expenditure Review (2Q@D13)
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evidenced by a massive plunder o
government resources by businesg
opportunists, civil servants and politicians
in 2013. Based on this weakness,it
becomes difficult for donors and recipients
to hold each other accountable for thein
commitments.

financial systems has beer

a concern to many
stakeholders including
development partners.
Government should

proceed with development
and full implementation of
IFMIS in all public
institutions in order to get
comprehensive and real
time budget execution data
allowing effective public
expenditure planning and
management; in upgrading
the IFMIS particular
attention should be given
to measures that will
facilitate bringing donor
project financing on
budget.

Sectors that were devolved to councilg
earlier than 2009/10 such as education and
health have clear formulas for allocating
funds to them. The ENRM sectors at the
local level (water, environment, fisheries
and forestry) do not have formulas for
allocation of funds. The result isad hoc and
experiential allocation. In the absence of g
resource allocation formula there has beer
be room for subjectivity and lack of fairness
in resource allocation. DoDMA is working
towards practical collaboration  with
district  councils: for example the
department is in the process of developing
devolution guidelines for DRM. It has alsq
deployed Assistant District Disaster Risk
Officers to councils in the b disaster prone
areas whose primary responsibility is, in
liaison with District Commissioners, to
report occurrences of disasters in the
districts.

Considering the changing
economic environment,
there is need for a fresh
review of all the formulas
for allocating funds to local
authorities and get them
approved by cainet. The
devolution guidelines that
DoDMA is drafting should
propose a formula for
allocating funds to theDRM
sector.

MoF
NLGFC
DoDMA
MoECCM

Despite the existence of structures like
NDPRC which is responsible for providing
direction on the implementation of DRM
programmes, the implementation is poorly
coordinated, there is duplication of effort
and wastage of resource8. Regardless of

DRM should not only come
01 OEA AOQOOET ¢
when disasters strike. As
provided for in the draft

National Disaster Risk

Management Policy, there

OPC
DoDMA

77 Disaster Risk Management Coordination Structures in
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the fact that the Government of Malawi should be forward planning
recognizes disasters as one of the ke for disasters. The approval
factors hindering economic growth and| process of the policy
poverty reduction, the country still suffers | should be hastered so that
from disaster response culturé® which | in the course of its
results in ad hoc expenditure management implementation it should
in the sector. provide a mandate for

forwmard planning and

budgeting for disasters.
Save for the draft National Climate Change When revising the ENRMand OPC
Policy (2012), most of the policies in ENRM DRMpolicies, issues of MoECCM
have no financial or investment goals ang investments and sourcing of DoDMA
strategies. The National Disaster RisK finance for implementing
Management Policy (2013) sparsely touches ol them should be taken into
this. account Michael D. Leonard

says that rot only must an

organization ensure that ithas

a policy in placethe policy

must be properly and

appropriately funded, it is

imperative to identify and set

aside the necessary funds for

its implementation®,
All the key ministries involved in ENRMwere In view of observed adequacy] MoECCM
unableto achieve their plans in full due to effectiveness, efficiency, MoLHUD
resourceand capacityconstraints. Aclievement | poverty-targeting and | MoOAFS
on outputs has been at an average rate of 83%.| appropriateness of analyzed| MolWD
Our finding is that in the early years of the scopq spending in each year and thg MoTWC
of this study, levels of achievement on outpst entire period, the ministries | DoDMA
could be as high as 100% but this has declined | that are involved in
over time. The reasons that have been put environment, climate change
forward for declining performance are basically | and DRM an arrangement
inadequate financing. Inadequate capacity in | should be made to get
the form of lack of proper equipment or training | concerned  ministries and
is attributed to inadequate financing too.The departments adequately
effectiveness of disaster preparedness in the financed and their capacity in
country is hampered by lack ofmulti -hazard terms of numbers and skills of
contingency plans in most districts and staff as well as strategic
communities. The few districts that have the planning and monitoring and
plans do not allocate resources for their evaluation systems.
implementation and reviews.
Many parastatals, even when they are directly| There is need to enforce DSC
involved in activities of environmental nature, | introduction of budget codes MoF
do not have budges for environment and | for environment and natural
natural resources. Such costs are lumped u| resources management.
together  with general expenses  or| Fulfilment of this will be in
administration costs. This is against thel tandem with the requirement
generally accepted standards of hudget | of Section 78 of the Public

® Draft Risk Management PoligyDepartment of Disaster Management Affairs
" Effective Policg 17 (aracteristics of a good poligyMichael D. Leonard
% Draft National Disaster Risk Management Policy (2013)
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transparency that provide stakeholders with | Finance Management Act
greater leverage in demanding geater access to| (2003).
budget information.

10

While section 10 (1) of the Public Financg Besides submission of all All
Management Act(2003) compels all Controlling | accounting data to the ministries
Officers to ensure that all accounts and record{ Accountant General and other | and

relating to the functions and operations of a| stakeholders, ministries and departments
ministry are properly maintained, it was found | departments are compelled
out that some ministries and departments| keep copies of financial

hardly keep financial records. records as a requirement of
the law and generally
accepted accounting practices,

CHAPTER9: CONCLUSION

336. One key findingof this study is that policies in the sectors under review have had

337.

338.

339.

a very weak link with budgeting and budgetary control. Governm& made an

effort to address this weakness through the introduction of MTEF approach to
budgeting.- 4 %& DOT OEAAO OEA thatafolvEekper@iturd&d | Ax 1T O]
be driven by policy priorities and disciplined by budget realities MTEF
implementation has been slow because oflack of political leadership and
commitment to the MTEF approachinadequate management and cordination

and lack of focus of policies and budgets on the delivery of outcomes and

outputs.

Financial plansthat are submitted by ministries and departments should be
based on policy aspirations. Adherence to the MTEFpproach should be
enforced. In times ofrevising public policies, their link with the planning and
budgeting system should be clearly definednd deliberate.

It has been learnt that the government system, as evidenced by public policy
provisions, realizes that it is at the local level where ENRM and DRM services
can be best delivered.Decentralisation has offered a better mechanism for
reducing bureaucracy, ensung quality, timely and equitable provision of
OAOOGEAAG AT A AT EATAET ¢ OOAT OPAOAT AU
AAPAAEOUS AO IK&Efilancing ArAENRM And@BRMh has Cbeen
insignificant. Ministry headquarters are preferred in financial albcations. A
thorough capacity assessmenon leadership and governance, human resources,
assets and equipment and system$ be followed by development capacity

empowerment plans needs to be carried out at that level.

p>N
—
S

Effectiveness of expenditure, inthis context, entails identification of the
achievements that have been made with the input (US$ 282 million). In
summary, the following were achieved in the six years under review:
1 ENRM is key for agricultural productivity. 85% of the Malawian
workforce is involved in agriculture which contributes 39% and 85% to
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the GDP and export revenues respectively. The production output for
strategic crops increased by 66% from 2005/06 to 2011/12. The

population growth within the same period went up by 30%. Malawi

realized a food a total food surplus for the six years of 5.6 MT.

1 In the six years under review, the Department of Forestry has facilitated
planting of more than 300 million trees over 125,000 hectares of land
countrywide. Full time employment in forestry by 2012 was around
29,000 with a further 130,000 jobs involved in wood fuel supply. The
revenue from forestry resources over the six year totalled MK 1.185
billion.

1 Under the Community Based Rural Land Development
Programme, 15142 households that had been retated by 2010, their
incomes rose by an average of 68% one year after relocations.

1 Wildlife facilitated tourism over the six year period such that 7.2% of
GDP was realized in 2012 up from 1.8% in 2001.

f The fisheries sector is of great importance to MalawiO AAT T T 1T U AO
source of employment, food, rural income, export, import substitution
and biodiversity. The sector directly employs nearly 60,000 fishers and
indirectly over 500,000 people who are involved in fish processing, fish
marketing, boat building and engine repair. Further nearly 1.6 million
people in lakeshore communities derive their livelihood from the fishing
industry.

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

340. Over the six years under review, water has been the envirament subsector that
has incurred the highest expenditure at 30% of the total ENRM expenditure.
This is followed by lands at25%. This level of expenditure has principally been
attributed to the financing of water projects under the National Water
Development Programme and the Community Based Rural Land Development
Programme by development partners. The least environmental expenditure has
been ORT that has been incurred by local authorities in all the ENRM devolved
sectors at 1% of the total environment expediture during the review period.
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