Annex 2c: Malawi Country Case Study Question and Answer Matrix

CONTEXT

	Country and aid context
	Country context 
· The Republic of Malawi is a landlocked low-income country in southeast Africa with a population of 15 million in 2010. Malawi gained independence from Britain in 1964 after 73 years of colonial rule, becoming a single party state under the presidency of Hastings Banda, who remained president until 1994, when he was ousted from power. Bingu Mutharika, elected in 2004, was in his second term of office when he passed away in April 2012. Ms. Joyce Banda is the current President. (updated from Fölscher et al 2011) Gross national income was USD 242 per capita in 2009 with 52% of the population living under the national poverty line in 2004 (OECD DAC 2011). The financial year is 1 July – 31 June.
ODA volumes

· 2004-2010 net external aid flows to Malawi have averaged about USD 753 million a year and 21% of GNI (DAC statistics). The in-country collected aid data reported USD 1,047 million disbursed in 2010/11. Variances in the two sources come from differences in the donors and type of aid reported.
· Malawi is and has for some time been a highly aid dependent country. Total ODA disbursements from CRS reporting donors (public sector flows, excluding donor administration) was on average 32% of total government expenditure between 2006 and 2009. Some sectors are almost wholly dependent on donor funding (e.g. the AIDS programme is 90% donor funded – Fleischman 2011).
ODA types and modalities
· Malawi has consistently received more grant assistance than loans: in 2010 according to DAC statistics 7% total ODA gross disbursements were loans, 93% grants.

· Malawi’s most recent annual Aid Atlas reports that in 2010/11 general budget support (GBS) accounted for 10% of aid disbursements, sector support (discrete and pooled funding) 23%  and project support 67%.
·  Malawi has been receiving GBS since the late 1990s, harmonised 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. Budget support has been suspended in 2002, 2003 and 2011/12.
Net ODA (grants + net loans) from all donors to Malawi, 2004-2010
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Source: http://stats.oecd.org as reported on DAC 2a ODA Disbursements.

ODA (grants and loans) from all donors to Malawi, 2008/09-2010/11 according to AMP data
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Source: Malawi Aid Atlas 2010/11 (draft).



	
	Using country systems: The 2011 Paris Declaration Survey reported a substantial improvement in the use of country systems at 66% ODA in 2010 (average over budget execution, financial reporting, auditing), up from 55% in 2005. This increase is due to increase in GBS and pooled sector support (health SWAp, education SWAp and farm input subsidy) (OECD DAC 2011: 9)
· Donors: Multilaterals and bilateral agencies have both been important providers of assistance to Malawi. In 2010, the top ten donors (in terms of gross disbursements) were: UK, World Bank, US, Japan, Norway, Global Fund, Germany, AfDF and IMF. The top five donors contributed 60% of Malawi’s core ODA (OECD DAC 2011). Non-traditional bilateral donors who are increasingly becoming important in Malawi’s aid architecture include China and India.


COMMON CLASSIFICATION

	OBJECTIVE OF AID INFORMATION SYSTEM: ADEQUATE AID INFORMATION FLOWS (comprehensive, timely, reliable, useful and accessible) TO ENSURE ITS EFFECTIVE USE IN COUNTRY BUDGET PROCESSES AND REFLECTION IN COUNTRY DOCUMENTATION IN SUCH A WAY THAT LOCAL ACCOUNTABILITY IS ENHANCED.

	1. QUESTIONS ABOUT THE COMMON CLASSIFICATION 

	FORMAT OF AID INFORMATION (CLASSIFICATION of AID INFORMATION to ALIGN with COUNTRY BUDGET STRUCTURES)
For this please see if you can get different answers (i.e. an answer each) for how the aid management officers, budget officers and line ministry respondents experience the problem / what they think about the proposed solution. Key questions: 
	Aid management and budget divisions provided feedback on the proposed common classification; line ministry respondents did not.


	1.1 The proposed common classification system would, for donors that subscribe to IATI, offer comprehensive and accurate data on aid classified so that easier translation to country budgets is enabled. Such a classification could result in adjusting practices at country level, with donors being less willing to provide information into country systems as they already publish to IATI. Would more comprehensive, more accurate data but in a format that still requires some work to align perfectly, be preferable to how the country receives information currently, in respect of formats, accuracy, timeliness etc.
	Since 2008 Malawi has established a central aid information management system and coordination process with its donors: data on annual projections and monthly disbursements provided to the Ministry of Finance Debt and Aid Division’s (MOF/DAD) Aid Management Platform (AMP) from the 29 resident donors is already considered to have achieved a fairly high level of accuracy, comprehensiveness (all types of aid flows) and timeliness (monthly updates) although with some room for improvement (see section 2).  
In the context of this well-established country owned process, the IATI Malawi pilot report found that there is some concern that:

· an internationally standardised, head-office-driven IATI could disrupt the local arrangements that the ministry has worked so hard to put into place. 

· if quarterly IATI reporting by donors is deemed to be acceptable this could undermine the monthly reporting arrangements the Debt and Aid Division has established with all donors. (IATI 2010)
There are some weaknesses with the AMP data that could be strengthened; IATI-published information could potentially offer some improvements. However there are also risks with changing the current GoM-owned process that took some time and effort to get established. In addition, just as with the AMP data, the IATI published dataset will only be as good as the effort donors make to ensure the data is accurate and timely. Here is a summary:
Area

Issue

What IATI could potentially offer

Risks

1. Comprehensive-ness:

· type of aid

Donors already provide comprehensive reports on all type of aid (using country systems; not using country systems; to third party implementers)
IATI could provide the same comprehensiveness

· donor

MOF/DAD has established reporting from the 29 resident donors; aid information from non-traditional donors is not institutionalised. 
If other donors publish to IATI, then information from more donors will be available

Fewer donors will publish to IATI than are already reporting to MOF/DAD.
2. Timeliness

Donors do not always provide their data on time and DAD has to invest resources in chasing their responses

IATI could systematise these procedures

Donors may be no better at reporting in a timely manner to IATI

3. Frequency

Getting the monthly responses requires continual persuasive input from ministry staff to maintain its momentum 

IATI could systematise these procedures

IATI min. requirement is for quarterly reporting; this could be used by donors to supersede the country-level agreement to report monthly

4. Alignment with budget cycle

The process includes dates during the year when data is provided and verified for inclusion in the budget process

IATI data could be used in the same way

IATI data would need to be verified in country, in dialogue between GoM and donors; there is a risk that country-level donor staff may not own the IATI data; w/out the frequent information exchange at country level, the institutional links between GOM and donors on aid info may weaken.
5. Accuracy

Donors do not always record accurate data – there may be errors

IATI data may also have errors

6. Transparency

AMP is currently only accessible to MOF/DAD and with edit rights for their own portfolio to donors. Plans are under way to provide donors with viewing access to the full AMP dataset, with the aim to facilitate improving donor harmonization. 

Other divisions in DAD, line ministries, Parliament, public do not have access to the information. (MOF/DAD plans to roll out access to these stakeholders.)
IATI data is public

Stakeholders will need training / introduction to IATI data and how to access and use it

7. Country ownership of process

AMP is owned by MOF and data format can be tailored as required to fit GOM’s PFM requirements
IATI is a global process and cannot be tailored to individual country format requirements; feedback on format requirements could be fed into the design through the IATI governance and technical support structures.
IATI could introduce a common information format that may not be applicable to the dynamic information needs of recipient countries.

 (IATI 2010; Batten 2010; own analysis)

	1.2 Would the proposed common classification system enable better / faster / more comprehensive / more efficient translation, alignment and absorption of aid information for budget preparation purposes, budget execution decisions and budget reporting purposes at both or either central and line ministry level? Does it provide a better fit with the country main vote structure than current classifications used by donors?
	The current classification system used to map the AMP aid data to the Malawi budget is:

1) on-  or off- budget assistance: a new definition was introduced with the 2011/12 budget: The government defined project assistance as extra-budgetary if it meets categories 2, 3 or 4:

1. Government directly manages all project activities and implementation, as well as directly managing all financing issues. 

2. Government directly manages project implementation and procurements, but not the payments, which are made by donor organisation. 

3. Government manages only project implementation, while procurement and payments are managed by donor organisation. 

4. Government manages neither project implementation nor project financing, which are managed by a non-Government Organisation (NGO) or by the donor organisation itself. 

The AMP data fields do not quite match this definition: 

On Budget (Is the project On Plan and does it use GoM accounting and auditing systems?) 

[image: image3.wmf]

No Answer


On Treasury (Is the project On Budget and are disbursements deposited into an RBM Bank Account?) 

Yes[image: image4.wmf] No[image: image5.wmf] 

On Plan (Is the project implemented in conjunction with GoM Ministry or Agency?) 

Yes[image: image6.wmf] No[image: image7.wmf] 

See section 3.5 for further discussion on this.
2) budget vote allocation: the donor identifies the implementing ministry (or NGO/other third party) for a programme/project. This is then used to map to the vote allocation of the budget which is the administrative classification (by ministry/agency). If a project has more than one implementing ministry (or is delivered in part through a government ministry and an NGO/other third party) then the donor reports the project in separate components for each individual implementing actor.
3) sectors: each vote allocation is assigned to one of the 16 economic sectors which are organised under the five Malawian Growth and Development Strategy themes. When activities operate across multiple sectors they are split into separate projects.   Current sectors in AMP are: 

Agriculture 
Democratic Governance 
Economic Governance 
Education 
Energy and Mining 
Environment, Lands and Natural Resource Management 
Gender, Youth Development and Sports 
Health 
Information Technology 
Integrated Rural Development 
Multi-Sector 
Public Administration 
Roads, Public Works and Transport 
Tourism, Wildlife and Culture 
Trade, Industry and Private Sector Development
Vulnerability, Disaster and Risk Management
Water, Sanitation and Irrigation 
Other

The study team did a preliminary mapping of the IATI proposed common classification (see Appendix 4) to Malawi spending units which showed that:
· overall it maps quite well

· some further detailed work is required to: 
· consolidate the information for spending units that are mapped to more than one line (‘function’);
· disaggregate the mapping when more than one spending unit is mapped to one function. 
· map manually any donor assistance that is classified to a sector and function that has not been allocated to the Malawi structure

The common classification and preliminary mapping was shared with GoM. The feedback and recommendations received are:

Debt and Aid Management Division: it could help greatly in aligning aid with budget and accounting. Specific suggestions include:

· Under Public Service –other general services: suggest replacing ‘support to civil society’ with support to ‘civil service commission’ because support to civil society doesn’t pass through budget.

· On Social Affairs – Education: Tertiary education should either be labelled ‘University or College’ to avoid misinterpretations.

· For Health, there is need to further information as Health is subdivided into several components.

· Need a guidance note on how the development partners will use the template to provide aid data to the Ministry.

Budget Division: the classification fits well with the Malawi budget structure at the level of ‘category of government’; at the level of ‘sector’ and ‘function’, there are some important differences with the Malawi structure which may cause issues in using the proposed common classification to align with the Malawi budget. For example, one important difference is that accountability is not a sector in Malawi, it comes under ‘economic governance’, and National Audit Office and the Accountant General are separate votes, while in the common classification they come under the same function of ‘national audit’. As it stands, the current classification used by MOF/DAD in the AMP works well.

Other feedback includes that while the proposed classification may technically translate better to the budget, whether this would be taken up process-wise is doubtful because there is an established process with AMP relating to the 16 sectors, which has been agreed across departments. While there is talk of moving to a more sector driven budgeting process as output based and programme based budget evolves but this is still some way off.



	1.3 Would the proposed common classification aid parliamentary ex ante and ex post oversight, i.e. by providing an independent flow of information that can be aligned with budget formats by parliament itself?


	It would be difficult for Parliament to match the IATI data with the budget data without further information on which of the IATI reported activities implemented by government ministries are defined as on-budget and which are off-budget. It would give an independent flow of information on the financing disbursed to NGOs/other third parties.

	1.4 Does the current format and/or process in which aid information is received from donors -- either for the aid management central unit, central budget unit, or line ministry aid management and budget officers – hinder/slow down/render inaccurate its absorption into budget preparation, execution and reporting processes? 
	The current format facilitates smooth absorption of the data into the budget processes, as there is an established well-coordinated process managed by DAD with agreed format that includes classification aligned with the budget structure, and with regular updates in line with the budget cycle. The Budget Division reports that they have no issues with the aid data received and it maps well against the budget. Onlookers report a gradual improvement in harmonising donor information into the budget process over the last few years, which is particularly important in relating Part 1 development budget to recurrent requirements and to requirements especially under loans for counterpart funds to be available.

In the 2010/11 Aid Atlas the Debt and Aid Division report some issues with sector classification, in terms of 1) how to classify cross-sectoral aid activities (e.g. budget support) and 2) how to improve the accuracy of donors’ recording aid activities to the correct sectors:

Going forward, the Government would like to work more on the data entered into the AMP to improve its quality and reliability. For instance, the Government has noted that there is need to reclassify some data and ensure that all Donor Focal Agents (DFAs) are aware of the sector definitions to ensure that projects are tagged to sectors they really cover. For instance, most aid which is cross-cutting is currently classified under Economic Governance Sector (for instance Budget Support), thereby indicating that the sector receives a lot of support when this is not really the case. There is need to discuss on how best to capture such information in terms of sector classifications. The same applies to Aid Modalities, not all DFAs are well conversant with the different Modalities as such there are instances whereby a project is tagged to a wrong modality. There is therefore need to work on this with the DFAs. 
A major flaw with AMP is that the sector classifications, as tied to parent ministry, do not show accurate picture of all aid flows in the support of each sector. For example:

1) In the agriculture sector there is an issue with AMP using a narrower definition of what classifies as ‘agriculture sector’:

while AMP uses a narrow definition of the agriculture sector (excluding land and natural resources, irrigation, integrated rural development, trade and nutrition), the MoAFS has recently adopted the agriculture sector-wide approach (ASWAp) framework, which embraces food security and nutrition, commercialisation and market development, sustainable agricultural land and water management and agriculture-related gender, HIV and climate-change issues. While donors in the agriculture sector are able to relate their internal classification to the ASWAp definition, AMP remains the primary aid data management system and aid-effectiveness monitoring tool. (Global Donor Platform for Rural Development 2011 )

2) In the economic governance sector, there is an issue with the sector being linked to the parent ministry, and thus economic governance classified activities in the present AMP do not give the full picture, but with some knowledge of projects it can be adjusted. 

This type of issue will not be resolved by the IATI proposed common classification; it will continue to be the government’s decision how to track across from the common classification to fit with country sector definitions and country ministries.
Another issue is that the AMP design allows donors to ascribe an implementing agency to an aid activity that does not match with the allocated sector. (In contrast the DAD aid information management system embeds these cross-links so that once a sector is selected, only the agencies for that particular sector can be allocated to that aid activity.)


	1.5 What is the process for converting donor information into country budget information?

1.6 Who converts aid information from the classifications used by the donor (by programme, project, activity) into information for inclusion in budget processes and in budget documentation (eg donors, aid management unit, line ministries, budget office)? 
1.7 When does it occur (how many times in the life time of a project, in the budget cycle?)

1.8 By what process?

1.9 What is the burden on donors?

1.10 What are the problems they (they = the converters)   experience? How much time does it take? Would this process be assisted if aid information is delivered against the common classification? If donors enter the information, what is their capacity?
	Donors classify the aid data, providing details of the implementing ministry/third party and applying the sector according to a bridging table provided by DAD that matches government implementing agencies to sectors. This classification occurs once – when new project is reported on for first time in the AMP. DAD then checks this data. Donors are not reported to have problems with providing this data.

The general list of sectors and programmes in the AMP has not been updated for a while. When the new MGDS II is launched, the current AMP sector and programme classification will need to be reviewed.

The key characteristics of this system are:

· Centralised AIMS means all aid projects (on and off budget) can be allocated to domestic sectors, MGDS Themes, Budget Votes
· Rather than having donors allocate projects to sectors (or arbitrarily by Government), system uses implementing partners as a consistent allocation rule 
(Batten 2010)

	1.11 How accurate is the translation? Would the common classification assist in terms of the accuracy of recording aid against the budget?
	The classification of aid data by implementing ministry is reported to be accurate. Sometimes there may be discrepancies with aid information that is reported by donors direct to line ministries. Giving line ministries access to the AMP (as planned by MOF) could help in verification and consistent data between MOF and line ministries. The current mapping of aid information to the budget maps to the level of vote allocation. The proposed common classification would map to a more detailed level of spending units for some sectors. This could be useful for MOF as expenditure reporting by line ministries becomes integrated with the IFMIS and it is important to allocate the aid financing to spending unit level. For example, the proposed detailed mapping for the education sector could be:
Proposed common classification

Malawi spending units

sector

function

Education

administration, policy and planning

250001 Education science and technology HQ

tertiary

250002 Malawi college of distance education; 250008 Department of Universities and Higher Education; 250009 Universities Regulatory board; 250026-250028 colleges

subsidiary services

250003 Teaching Service Commission; 250004 Physical Facilities Unit; 250005 Supplies Unit; 

research

250007 National Research Council

teacher training

250022-250025, 250036-250037 Department of Teacher training and regional facilities

advanced technical and managerial training

250029-250035 technical colleges

lower secondary

250100-250625 Secondary schools

upper secondary

250100-250625 Secondary schools

primary

250701-250754 District Education Managers




BUDGET PREPARATION

	2. Aid Information for Budget Preparation

	Technical aid information institutional arrangements, including classification, timeliness, data management and so forth
	AIMS

2.1 Does the country have an aid information management system (in other words, an aid database)? What kind? 
	Yes – the Development Gateway supported Aid Management Platform (AMP). It covers all 29 resident donors and currently captures 900 programmes and projects across the 16 sectors, implemented by 109 implementing agencies.
There are other aid databases in various parts of GOM that manage aid information:
Database

Location

Purpose

Type aid covered

CS-DRMS
Debt and Aid Division, MOF

Debt management

Loans

Public Sector Investment Programme
Development Planning, MOF

Investment projects

government and donor finance for budget investment projects

Line ministries aid information management systems
Various line ministries (not known how many have separate AIMS. One example is the Ministry of Agriculture and Food Security (MoAFS) Technical Secretariat database developed in 2004 which contains 193 projects, over 80 different donors and implementers. (Global Donor Platform for Rural Development 2011)

Manage aid information at the line ministry level

All aid. 

IFMIS accounts general
MOF

Government accounting system

Aid that is disbursed through Reserve Bank of Malawi (RBM) MG1 Account.

Currently the AMP is not fully linked to these other aid databases; strengthening the integration of the various systems and associated processes has been identified as a priority by the Ministry of Finance (MOF). 

Other country aid mapping databases/exercises include: 

· Maseda (NSO) database (maseda.net): Malawi Socio-Economic Database (MASEDA ) is the first comprehensive and up-to-date socio-economic database on the situation of human development. It has some indicators on Malawi’s development aid.

· a detailed mapping effort in the Health sector 

· a pilot geocoding initiative has produced mapping of location of aid activities in the AMP. The maps are available through a separate public link and will be integrated into the AMP as a next stage. 

· plans to implement project mapping/prepare another database in Climate Change.

	
	2.2 What classifications (note key segments – sector, location, economic chapter etc) are used in the country AIMS? What country-specific classifications are used?
	The aid data supplied to the AMP has the following fields: -Unique AMP ID; -Status; -Use of Budget Systems; -Sectors; -Geographic Location; -Description; -Executing Agencies; -Implementing Agencies; -Key Activity Dates; -Type of Assistance; -Aid Modalities. (Batten 2010) There is no classification of the economic chapter (e.g. no reporting whether the aid is for recurrent and/or capital expenditure. Here is further detail on the AMP classifications according to DAD’s 2011 Guidance Note (Ministry of Finance 2011e):
Identification:
Project title

The project title is reflected in the Donor Agreement
Project Description

Donor Project Code

On-Plan

Activity is listed in the PSIP

On-Budget

Listed in current year’s Development Budget: only those projects which are accepted as Government Type 1 funding by making full use of GoM financial, accounting, procurement and auditing systems. At the beginning of each year DAD sends out a list of projects that are counted as ‘on-budget’

On-Treasury

Deposited into a Government held account at the Reserve Bank of Malawi (includes budget support; food input subsidy, pooled education and health SWAp support; discrete projects support)

Humanitarian Assistance

Sector:
The sector for each project is chosen in the first instance according to which government agency the project uses as its primary implementing partner (defined in the Related Organisations section). Each of these government agencies have been assigned to one of the 16 economic sectors according to the list provided. 

Location:

Implementation Level
Where is the responsible institution for implementing the project? The National Government, Regional Government(s), or internationally?
Implementation Location
Where the project physically takes place; countrywide (National), or in specific areas (Regional or District).
Location
If location is region or district, choose the specific regions or districts where the project takes place. If the project is implemented at national level, choose “National” again.
Program

MGDS Theme
This indicates which Malawian Growth and Development Strategy theme the activity supports. This allocation is based on which Sector the activity has been allocated to and should be made according the list provided in the ANNEX. For Budget Support, the MGDS allocation selected from the drop down menu in the AMP should simply be ‘Economic Governance’.

Type of Assistance
This indicates whether the assistance being provided is in the form of a concessional loan, a grant or technical assistance. Note: In the event that a grant activity has a technical assistance component it should be listed as a separate project and selected as technical assistance accordingly.

Aid Modalities

AMP classifies donor activities under a number of category definitions. These classifications are critical for tracking where and how aid funds are spent and their inclusion into the budget process. The aid modality classifications are as follows.

General Budget Support

This is budgetary (BOP) support that is provided to the Government of Malawi for use without any restrictions or conditions regarding which sector or project the money is spent on. It is deposited into the Consolidated Account No.1 at the Reserve Bank of Malawi.

Farm Input Subsidy Program Support - Discrete

This is support that is provided to the Government’s agricultural input subsidy program but which does not deposit funds in to a RBM bank account. It typically involves donors making direct payments to suppliers of seeds and fertilisers on behalf of GoM.

Health SWAP – Pooled

This includes funds which are deposited to the Pooled Health SWAp account at the Reserve Bank of Malawi (300-160-USD-2041-01) under the stipulations of the Health Joint Financing Agreement.

Health SWAP – Discrete

This includes all funds which are disbursed in support of the Health SWAp but which are not deposited into the Pooled Health SWAp account at the Reserve Bank of Malawi. This may include direct project support activities carried out on behalf of the Health SWAp Secretariat or technical assistance provided to the Secretariat. This also includes all foreign currency transactions taken on behalf of the Health SWAp Secretariat to procure goods and services internationally.

Education SWAP – Pooled

This includes funds which are deposited to the Pooled Education SWAp account at the Reserve Bank of Malawi (300-655-USD-2036-06) under the stipulations of the Education Joint Financing Agreement.

Education SWAP – Discrete

This includes all funds which are disbursed in support of the Education SWAp but which are not deposited into the Pooled Education SWAp account at the Reserve Bank of Malawi. This may include direct project support activities carried out on behalf of the Education SWAp

Secretariat or technical assistance provided to the Secretariat. This also includes all foreign currency transactions taken on behalf of the Education SWAp Secretariat to procure goods and services internationally.

National Aids Commission Support

This includes all funds given in support of the National Aids Commission and deposited into the NAC Account at the Reserve Bank of Malawi (300-657-USD-2207-02).

Direct Project Support

This is funding that has been allocated to specific projects, such as the building of a school, or provision of technical assistance to a Ministry.



	
	2.3 How long is the current system in place? Why was it started? What is it being used for in government: what is its main purpose? Who is funding it?
	Started development work in July 2007 and installed in 2008. It was developed to be the primary tool for managing aid disbursement information. UNDP has provided funding. It is used to:

· institutionalise improved aid information flows between donors and GoM
· monitor and analyse aid flows: used to produce the annual report on official development assistance.
· increasingly used by Sector Working Groups, DPs and other actors to improve sector planning and increase harmonisation and alignment of donor activities within each sector.
· key mechanism for monitoring the progress made by DPs towards the aid effectiveness principles highlighted in the Paris Declaration (2005) and Accra Agenda for Action (2008).
(Debt and Aid Division 2010)

	
	2.4 Where is it placed?(both institutionally, and where the technology/ server is located – assuming web-based)
	It is managed by the Debt and Aid Division in the Ministry of Finance. It is a web-based application.

	
	2.5 In terms of software, can it / does it link to the country’s budget / accounting system software?
	The AMP does not have a software link with the budget and accounting system. A software link is planned. 


	
	2.6 Identify the staffing/support has the ministry assigned to the operation of the AIMS (how much of the operation is run by local staff) - if data entry is first done by donors, how trained are they, are they local staff etc.
	Immediately following implementation, fifteen desk officers in DAD populated the system with the country’s portfolio of aid-financed activities, and subsequently used AMP to produce the annual report on official development assistance. Today AMP is run by two staff – a programme officer and data entry clerk (both local staff) with support from a UNDP-funded aid effectiveness advisor. Donors starting to do their own data entry are provided training by DAD.

	
	2.7 Who has access to it with what edit/view rights? Finance ministry – which departments? Planning ministry? Line ministries? Parliament? Donors? Public?
	MOF /DAD staff have full access rights. No-one else does.  DAD is rolling out edit rights for donors to do their own data entry; the donors only have view rights for a summary perspective (‘dashboard’) of the whole dataset, but full viewing access is planned. These others do not have any access:

· MOF  - other units (including Budget Division  and the Development Planning unit, formally the Ministry of Economic Planning and Development, until moved into MOF in August 2011) 
· Line ministries

· Parliament
· Public

Future plans: MOF is planning to give donors access to the full dataset, and access to other divisions with MOF and line ministries. It is not known when this will be implemented. Public access is also planned.

	
	2.8 To what extent is there an aid strategy and is the AIMS an integral part?
	AMP is a key component of the Development Assistance Strategy (DAS) 2006-2011, as a tool to coordinate, align and harmonise aid and strengthen country ownership.  The Development Assistance Strategy ended in 2011 and a new framework is in preparation.

	
	AID DATA for PLANNING AND BUDGETING 

2.9 What forward aid information is collected (in the AIMS or otherwise)? And/or in country budgeting processes? 

Please describe the format, horizon, which donors, coverage (UCS aid, or also aid that is management by the donor or disbursed to a third party such as an NGO or a managing agent). 

How? When? Is this a routine collection or ad hoc as projects come on line?
	Donors provide:

· indicative multi-annual 3-year commitments in the context of national medium-term expenditure framework

· annual projections for following fiscal year 
Donors are asked to report in the system all ODA, on- and off- budget, on- and off- treasury, on- and off- plan, to all implementing agencies, to local NGOs, International NGOs and the private sector. 

Previously DAD sent a spreadsheet (see format in Appendix 3) round to donors every month and donors verified and updated their data on to the spreadsheet and DAD staff entered the data into the online system. In the last year online access has been extended to donors so that they can edit their profiles and upload their aid information directly into AMP. Donors that are currently entering their data directly into the system are: AfDB, Germany, JICA, Norway and UNDP.

There are some teething issues with some donors’ firewalls blocking their access to the system and or slow internet connectivity causing issues. While this change in procedure is intended ultimately to improve the process, there is a risk that gains in achieving regular donor reporting may suffer unintentionally in the changeover. One recommendation is that DAD operates the monthly spreadsheet update process alongside donors’ own data entry, until donors’ online access is secured.

	
	2.10 Are there aid modalities / aid management mechanisms for which aid information is easier or less easy to collect? 
	The routine for collecting information is well-established for all types of aid modalities / aid management mechanisms.

Some programmes have longer-term frameworks with medium-term commitments, which means that donors are able to provide projections over longer horizons e.g. general budget support, pooled sector support (health SWAp, education SWAp, farm input subsidy). GoM is particularly interested in increasing the predictability of GBS and SBS, given their direct bearing on the government’s bottom line. However, Malawi’s uncertain aid environment means that all aid, but in particular budget support, is liable to suspension (and budget support and other commitments were suspended by donors in 2011).
Sector-wide approaches have structures in place to collect and report on aid information. For example, in the Education sectors Government and donors have signed a Joint Financing Agreement that includes commitment by GOM and contributing donors to the pooled fund to provide indicative funding levels for the following financial year in the annual review and indicative funding levels for the three year MTEF period (Education JFA 2010). Other sectors that have similar arrangements are: health, agriculture, water.
There is a growing number of Multi Donor Trust Funds to support sector work: these are managed by multilaterals, with bilaterals providing funding. These funds will use government systems. There is a concern that bilaterals’ report on how much of their aid uses country systems may paradoxically be presented as less use of country systems when they disburse aid through the MDTFs. At present MOF through the AMP reports on the activities funded through the implementing donor partner, without attempting to allocate such support to the source partners, for fear of double-counting (Ministry of Finance 2011e). GoM and donors should resolve this issue in order not to create perverse incentive for bilaterals not to disburse through MDTFs that support improved harmonisation and alignment of aid and use of country systems.
Project assistance continues to a large extent to be delivered outside country systems (with only a small fraction of project assistance passing through the Reserve Bank) (OECD DAC 2011: 9); this makes it harder to collect aid information on, as GoM relies on individual donors to report, and has no means to verify the information collected.  One sector reports that off-budget funds may be reported to MOF (who will sign the contract) and to DAD in donor reports, but key sector counterparts may not be even informally informed.

	
	2.11 Easier sectors? Why?


	Easier sectors are those with SWAps: health, education, agriculture, water. 

However, even sectors with SWAps face persistent fragmentation of assistance, with major donors remaining outside SWAps, which can make it harder to coordinate aid information. The Paris Declaration 2011 Survey identified that fully operational sector working groups will help to increase donor participation in programme-based approaches (PBAs) and reduce aid fragmentation. (OECD DAC 2011: 2)

According to DAD experience shows that there is some confusion among DPs on entering discrete projects within the SWAP sectors on AMP.  There are definitions but reporting relies on individuals who need to understand them. This requires workshops with data entry focal points from DPs side to make sure that the definitions are understood in the same way. It also requires capacities for verification of data so that inconsistencies can be eliminated.

	
	2.12 Are there donors for which information is easier / more difficult to collect? Why?


	All 29 resident bilateral and multilateral donors to Malawi are now reporting projection and monthly disbursement information. MoF/DAD reports that one of the biggest challenges in implementing the AMP has been to establish an agreement for donors to report their disbursement information on time, each month, but that following renewed efforts in 2010 significant progress was made, arising from establishing a much closer level of engagement with the donors and by explaining to them the value of reporting and the contribution it makes to effective budgetary management by the Government. (Ministry of Finance 2010c) There remain issues with the timeliness and quality of individual donor information – see section 2.19. Emerging donors are not yet reporting aid information regularly.
Factors explaining donor performance: (including input from the DAD aid effectiveness advisor)
· The completion report from a May 2010 pilot country study of the International Aid Transparency Initiative (IATI) in Malawi found that: “the most outstanding feature of the aid information environment in Malawi is the quality and utilisation of aid data reporting between donors and the MoF. Few countries can boast the level of cooperation that the MoF has built with its donors over recent years. This has been built on a level of trust between donors and the MoF/DAD (not shared by all ministries) which has resulted in the healthy flow of aid information received by the DAD.” (Ibid.)
· It is easier to collect information from donors using country systems as 1) the assistance is aligned to the type of information that DAD collects in the AMP; 2) donors have a vested interest in supporting strengthening Malawi’s budgeting process. As reported in the Paris Declaration 2011 Survey: the top donors using country systems in 2010 were: the Global Fund (100%)*, UK (80%) and Norway (79%). (In 2012 the Global Fund pulled out the health SWAp, moving to discrete funding of the National AIDS Commission and other activities in the health sector, and is no longer using country systems.) UN, US and AfDB all scored considerably lower. The significant increase in the use of country systems by donors reflects, almost entirely, the increasing use of general budget support and the pooled sector support (health SWAp, education SWAp, and farm input subsidy) programmes created by government since 2005. (OECD DAC 2011: 9)
· Newer donors tend to remain outside of the donor coordination structures and do not have the same incentives to be transparent with their aid data.
· Some donors may be unsure of their own funding streams and therefore are unable to make reliable medium-term projections and/or change their projections. For example, in November 2011, due to huge shortfalls in contributions and on-going uncertainties about future financing, the Global Fund announced that the application round would not go forward as planned and no new grants would be made until at least 2014 (Fleischman 2011: 11).

· Some donors face institutional constraints to i) align with GoM budget cycle; ii) provide longer-term commitments.
· A positive factor explaining good reporting behaviour is the network of aid data focal agents that each DP nominated and the training provided to them on AMP data entry. However, despite the training that was provided to donor focal agents for AMP, there are still differences in the way various donors understand and apply key AMP definitions. The Government issued a Guidance Note for the Collection and Handling of Information by Development Partners through AMP, in addition to an extensive AMP User Guide.  A good practice is to continue with regular meetings on AMP with all development partners’ focal agents for AMP so that dialogue on key data entry issues is maintained.

· The Delivery as One process in Malawi is helpful to improving overall performance across the UN as it ensures one more layer of coordination through the UN Coordinator’s office that works across all agencies (even though agencies continue to report individually)

· Another good practice is the publication of traffic light report on donor behaviour in the Aid Atlas. This creates visibility and commitment at managerial level as heads of donor agencies do not want to be seen as non-reporting.  
Monitoring and reporting on donor behaviour:
[image: image8.emf]Reporting B ehaviour o f Development Partners (2011) *  

   May - 11  Jun - 11  Jul - 11  Aug - 11  Sep - 11  Oct - 11  Nov - 11  Dec - 11  

AfDB  on - time  on - time  on - time  late  on - time  On - time        

CDC  on - time  on - time  on - time     late  On - time        

CIDA  late  late  on - time  late  late  late        

DfID  on - time  on - time  DNR  DNR  DNR     On - time     

 


Note: This is an excerpt, the table contains a row for each individual donor; DNR – Did not return

Source: Draft Aid Atlas 2010/11.

On opening up access to the online AMP, DAD reports that:

The online AMP requires further IT upgrades of government infrastructure which need to be completed to facilitate online AMP access. If the access to the system is too slow, there is a high risk that the donors will be discouraged from inputting aid data into the System. An effort is also required from the development partners to address connectivity issues. Some donor offices experience internet security problems that do not allow their focal agents to connect to the government server and to use AMP.  An on-site internet connectivity test with development partners has already been done which can establish the situation with respect to the access to AMP, on which basis improvements can be made. It also gives clarity as to where the main issues are (on Government side or the DP side).

Broader context affecting donor aid information: As described above, the uncertain aid environment in Malawi has impacted on what forward aid information donors can give, given the context of the IMF declaring Malawi ‘off-track’ in June 2011 following exchange rate imbalances and disagreements about devaluing Malawi’s currency, assumptions and targets in the 2011/12 budget and other monetary and policy issues. With concerns over deteriorations in economic management and governance and human rights, some donors have suspended some of their committed programmes/projects in recent years, including budget support in 2010-11. With Ms. Joyce Banda in post as President, Malawi and other governments are seeking to re-establish cordial relations.
In response to this environment, donors have been more cautious in giving their projections: for example, DFID currently reports only its committed assistance that has an existing financial agreement with Government or implementing third party; earmarked or indicative projections are not currently reported.

International NGOs:  The AMP only covers aid reported by donors. Donors are asked to report all ODA which they provide to Local NGOs, CSOs, and the Private Sector as well as International NGOs operating in Malawi. However, aid that is funded by local and I- NGOs from their core resources, or from their funding from donors not reporting to AMP, is not reported to GoM.

Other: Aid received by a district/region directly from its partnership with another district/region in another country is not covered in the AMP and is not reported centrally to GoM.

	
	2.13 What processes to verify the information?
	Back-and-forth between MoF/DAD officers and donors.

	
	2.14 Is there any narrative included – particularly to support the information in the AIMS and linking this information to government policy? (In the absence of anything but the highest quality of aid information, this is often far more useful than the info itself).
	There is no narrative included with donors’ aid data submissions.  This could be useful when the project is entered for the first time on AMP. Once it is properly classified, then updating it is easier. It helps that the current AMP uses colour codes to draw attention to projects entered for first time, which require verification. (DAD aid effectiveness advisor)


	
	2.15 Does the AIMS support a discussion between government and donors on the use of aid / or is it merely mechanistic recording of aid.
	It supports a discussion on the use of aid thanks to DAD’s production of regular reports from the AIMS data: the annual Aid Atlas (which in the past has been reported as a combined aid and debt report; for FY2010/11 produced solely on aid) and the Quarterly Aid Disbursements Sector Report. The FY2010/11 Aid Atlas covers analysis of use of aid by sector; by modality; by implementing partner (Government, NGO, private sector); disbursement ratios; donor reporting behaviour; use of country systems; results on the Paris Declaration Survey.

	
	AID DATA in PLANNING and BUDGET SUBMISSION DOCUMENTATION
2.16 What are the formats in which it is collected from donors? 
	As described above – in DAD reporting spreadsheet format or entered directly by the donor in the AMP system.

	
	2.17 Is there evidence of aid information included in country planning documents and in the submissions of line ministries to the centre of government? Of what quality is it (immediate FY, future FYs)? If not, why not? If it is, what assists in it being there?
	The overall context is one of progress on improving the quality of country planning documents, how they are costed and their links with the national strategy and international targets (OECD DAC 2011). However, the 2011 PEFA identified that both the comprehensiveness and costed quality of the plans still had room for improvement.

Examples of aid information included in sector plans:

Health Sector Strategic Plan 2011-16 (draft) sets outs its intentions with regards to donors and aid information management (see below). However the plan is not costed and therefore does not include details of GoM or aid financing. It only includes past financing which includes details of public, private and donor (pooled and discrete) annual expenditure for the sector from 2002/3 to 2008/9. It also contains some priority actions for improving aid information management and use of country systems:
Excerpts from the Health Sector Strategic Plan 2011-16 (draft)

strengthening health systems:
·  Lobby with donors to increase their budgetary support for the health sector.

· Undertake donor mapping exercise to establish the amount, activities  and funding modalities by donors, donor commitments and produce a Technical Cooperation document for Round Table Resource Mobilization”

· Lobby with donors to pool funds in a basket-move away from project funding approach-“islands of excellence” towards broader support for integrated budgetary process

· Lobby with donors to allocate their funds in line with the SWAP II priorities that reflect the sprit of 2005 Paris Declaration on Aid Effectiveness and 2008 Accra Agenda for Action

financial management:

· Strengthen grant management and DP liaison
· Creating a financial management environment that encourages DPs to pool funds

· Minimizing separate/parallel financial reporting and audits.

· Communicating regularly with DPs through regular FMPTWG meetings (minimum every other month)

Education Sector: the National Education Sector Plan (NESP) 2008-2017 and the Education Sector Implementation Plan (ESIP) 2009-2013 were assessed under the Fast Track Initiative (EFA FTI 2009). The appraisal reports:
· Initial appraisal efforts concluded that the NESP was not sufficiently operational, nor realistically costed to merit submission for FTI endorsement; consequently the MoEST and its Development Partners embarked on the Education Sector Implementation Plan (ESIP) 2009-13 which is a fully costed operational plan for the period.

· There is no realistic ‘cost and finance simulation model’ that has been adopted or used in Malawi that could produce results to help answer the appraisal questions. The cost estimates in the Section E of ESIP on Financing are aggregated from estimates made by the Technical Working Groups relating to each sub-sector.

· The final modality and combination of funding (e.g. government, DP pooled, DP discreet) for the specific ESIP actions is not yet finalized, but there are indicative areas for support outlined in the Joint Financing Agreement (JFA) and for almost all development partners. The JFA is to be signed before end of CY 2009.

· Includes a table showing individual donors’ focus areas total allocations to the education sector, actual disbursements 2006/2007/2008 and resources committed/anticipated 2009/10, 2011/12, 2012/13.

· Feeding into the preparation of the plans were: the excellent country sector progress report and the 2008 Public Expenditure Tracking Survey, Education and Health.
The sector-wide approach in the education sector has resulted in more comprehensive planning, through the production of an annual Program of Work (the first stage in the Education planning process which precedes the budget) that includes not only on-budget sources (pooled and discrete) but also off-budget. This is important when off-budget aid is nearly double on-budget aid. In the Education sector, they are not fed data from DAD to support this process; rather the ministry gets the data direct from donors.

In the education sector there is also an annual District Implementation Plan, which includes not only GoM funds but also funds from local donors, especially INGOs. Such donor funds are off-budget and usually not reflected in DAD data.



	
	2.18 Are there forms of aid, aid modalities or aid management mechanisms for which forward aid information is reflected better?
	See section 2.10.

	
	AID DATA ISSUES

2.19 For budgeting purposes, what other problems besides the format (i.e. classification misalignment) of information hinder aid information from being used in the budget process and reflected in budget documentation (think coverage, timeliness, financial year, accuracy).
	There remain issues with the timeliness of donor reporting:

· Some donors fall behind on reporting and do not stick to the monthly schedule and report each month.

· DAD continues to spend time and resources in checking and chasing donors for their submissions.

· Recent issues have crept in with the changeover to donors’ entering their data directly into AMP (as described in section 2.9)

There also remain issues with the quality of the donor information reported:

· Coverage: In 2010 only 18 out of 25 donors provided annual projections and less than half provided quarterly projections, the collection of this information (particularly off-budget funds) remains incomplete. 

· Accuracy: some donors provide incorrect data, e.g. by duplicating the funding reported on; when some donors do not provide data to DAD, DAD inserts planned figures (e.g. for China)

· Reliability: Some donor projections were also subject to revisions throughout the fiscal year, often leaving significant funding shortfalls which needed to be made up through government borrowing. 

· Exchange rate conversions: there are reports/perceptions of incorrect calculations on exchange rates by DAD.

(Ministry of Finance 2011e; DAD and donor interviews)
Problems highlighted by MOF Economist in 2010 presentation on aid information management:

· Lack of multiyear forecasts from donors limits ability to produce MTEF (40% funding unknown)
· Exclusion of NGO’s funded from international sources limits sector planning information 
· [need to] create direct link for AMP information to enter into Government’s Integrated Financial Management Information System (IFMIS) (This work is being undertaken by Budget Division.)
(Batten 2010)

	
	2.20 If the country has an AIMS, how up to date, comprehensive and accurate is aid information in the AIMS (can it at any time at the press of a button release complete and accurate information for budget purposes on all forms of support from all donors?)
	The data should be up-to-date with at most a month lag. However, given that donors do not always report in timely manner all of the time, the data needs to be verified before it can be used as the official ‘up-to-date, comprehensive and accurate’ information. There is an agreed annual timetable of data returns and points in the year when the data is verified and downloaded for budget purposes. For FY2011/12 these were: December 30th: mid-year budget review update to current year annual projections; January 30th: annual and quarterly projections for following fiscal year; April 30th: submission of counterpart funding requirements for donor projects for following fiscal year (Ministry of Finance 2011e: 17).

	
	2.21 What are the problems faced in keeping it up to date (donor-centred and government-centred)? Is this different for different forms of aid (usual list) or different donors.
	MOF/DAD struggle to keep the data accurate; it is hoped that this will be improved by making the system available to donors online, for donors to input their data directly which will then be checked by MoF:

· This will allow staff to focus on the analysis of donor behaviour and on verifying and supporting the quality of inputs being made by DPs and reduce the potential for errors in the database due to the numerous steps which are currently undertaken to input data. (Ministry of Finance, 2010d)
MOF has also intended that giving donors online access will help to improve sector planning and allow donors to generate a better understanding of each other’s activities, promoting a greater level of harmonisation and collaboration (Ibid.). For this to happen, MOF will need to give donors access to the full dataset (currently they can only see a summary perspective of other donors’ assistance); MOF plans to do this once the issues with donors’ accessing the online system are ironed out. 

	
	2.22 Across the dimensions listed above, what initiatives have there been recently either by donors or the country to address aid data issues, why, and were these successful? Why or why not?
	The major initiative was the introduction of the AMP. This has been successful. Factors driving the success include:

· strong government ownership of the AMP and investment in human resources and time spent on institutionalising the aid information collecting process within DAD and with the donors

· collaboration between MOF/DAD and donors in supporting regular and accurate reporting process

· support by Development Gateway to develop a suitable software system

· funding from UNDP, for the software and also for aid effectiveness technical support

· other technical support provided by donors e.g. from ODI fellow.

On an on-going basis DAD reviews the performance of donors and will identify poor performers and work with them to improve their reporting. For example, the UN had a period of poor reporting behaviour: DAD worked in closer collaboration with a number of UN agencies from February 2010, with resulting improved reporting compliance by the UN agencies and the addition of a number of new UN agencies to the reporting system. (DAD 2011)

	Process institutional arrangements, on country and donor sides
	2.23 Please describe the processes / institutions by which aid information is brought into the budget preparation process. Please pay attention to both central and line ministry processes. At the centre, please pay attention both to aid information for fiscal planning and for budget allocation purposes. 

Your analysis would include 
	

	
	USING AID INFORMATION IN BUDGET PREP
2.24 How much attention is paid to / is it used in setting macro policy?

How much attention is paid to / is it used in setting sector/agency ceilings

How much attention is paid to / is it used in the planning cycle (central and line ministry)?
How much attention is paid to / is it used in detailed budgeting (central level and line ministry level?)
	Multi-year and macro planning context:   

PEFA 2011 reports that the multi-year planning and budgeting process is still under development and the fiscal framework will for the first time guide multi-year planning and budgeting from the fiscal exercise 2011/2012; by implication, the allocative effectiveness in the budget process in recent years has been limited and the MTEF has not been in place.  (PEFA 2011: 10) 

The NDS is costed, taking into account recurrent costs, capital costs, and human resources costs. The MTEF links sectoral priorities to the budget via prioritisation of budget allocations. (OECD DAC 2011: 3)
Malawi’s 2011/12 budget was published for the first time with  an output-based budget perspective
AMP data is now being used for setting development budget ceilings; however the limited reporting by donors of medium-term projections constrains how much attention is paid to aid in setting macro policy.
Setting sector/agency ceilings: The AMP data was used to input into the 2011/12 budget process, in terms of determining the recurrent and development budget ceilings per line ministry and department. (Global Donor Platform for Rural Development  2011)
Planning cycle: The overall planning environment faces certain challenges. For example, the 2011 PEFA identified that the PSIP has not worked as intended as a guiding instrument for investments in the sectors. In particular, the sectors have been experiencing a lack of coherence between their internal planning processes and the annual budget process managed by the Ministry of Finance; MOF still has to develop effective consultative mechanisms and procedures to include and reflect the internal planning of sectors in the multiyear planning process. (PEFA 2011.: 10-11) 
Other reviewers have pointed to limited use of the aid data in both government’s and donors’ planning, and little analysis of aid data against development outcomes, e.g. in the agriculture sector:
as the guiding investment framework for the sector, it is striking to note that the ASWAp only refers to PSIP-listed projects in its analysis of on-going investments in the sector and not to the Aid Atlas analyses of aid effectiveness in the sector, nor its own sector-wide and more inclusive project disbursements to the sector, but rather by their own priorities (or areas of comparative advantage). (Global Donor Platform for Rural Development  2011: 11)
The 2011 PEFA identified that “there seems to be a need for better guidance on definition of sectors/SWap and the required content of a costed sector policy, as sector polices continue to appear to be of varying comprehensiveness and scope”. (PEFA 2011: 33)

Detailed budgeting: There is still limited budgeting taking into account the recurrent impact of investments (financed by aid and domestic resources): “The investment decisions continue to be made following analysis of the MEPD establishing a linkage to the MGDS. Current years' investments are generally not translated to recurrent (maintenance and operation) expenditure in oncoming years’ budgets” (PEFA 2011: 33).

	
	WHAT DOES THE SYSTEM LOOK LIKE?

2.25 What are the processes by which aid information is collected from donors for the budget preparation process, if any?
	The processes by which aid information is collected from donors for the budget preparation process are:
· Through the AMP

· Through Government-donor discussions in sector working groups

· Through donors’ bilateral dialogue with line ministries

See further detail below.



	
	2.26 At which points (and documents) is aid information brought into the budget process within government. Is this primarily through the line or the centre, or both? Are these formal processes in the budget process, or is it ad hoc and informal? Who are involved (i.e., who asks whom for what information, when?)


	Budget preparation calendar and process, and how aid information is brought into the process: 
Timing

Activity

Aid information

July

· Explanation of new macro-economic targets (MOF)

· PSIP project list and indicative development ceilings

September

· Appraisal of PSIP projects and programmes

October

· Consultative meetings held with the donor community 

Donor funding commitments for FY established

November

· LMs submit planned activities and strategies for the coming FY to MOF

January

· DAD liaises with donors for Part I projections; list of projects for inclusion in budget and  PSIP produced

· DAD verify budget ceilings

· Budget guidelines circulated with indicative ceilings

Ceilings provided based on donor projection data in AMP

February

· Budget framework finalised

· Economic and fiscal updates produced

March

· MDA submit estimates on: i) outcome, ii) output, iii) input, iv) activity, v) performance measure across main functional and economic classifications, including recurrent expenditure and development (investments).IMF semi annual review mission of PRGF

· Budget submissions verified by DAD to ensure accurate inclusion of donor-funded projects and satisfaction of legally required counterpart funds

· Aid consultative meetings to confirm aid commitments by the donor community

· Budget hearings with LMs conducted

· Detailed cash flows for each project produced

Includes donor funding presented in development part I

April

· Consolidation of the budget

· Ministries and implementing agencies provide detailed work plans and monthly cash flow forecasts of their revenue and expenditure requirements

· Final PSIP circulated

May

· MoF presents the Estimates (Appropriation Bill) to Parliament

Source: MOF 2009.

Aid information from MOF to line ministries: DAD reports that they share the information from AMP with line ministries who are supposed to inform DAD if they know of a project that is not on AMP. Sectors that have communication with DAD are: education, health, agriculture, water. The other sectors are silent because they do not have SWAps and therefore have less coordination of aid and aid information. Sectors do not yet have access to the AMP itself; this is planned by DAD. In the meantime it is not clear that DAD have an established routine for pro-actively and regularly sharing the AMP information with the line ministries, rather the approach seems to be to respond to line ministry requests.

Aid information from donors to line ministries: sectors with SWAps have coordinated structures for donors to report their aid commitments, usually designed deliberately to align with the government’s budget cycle. For example, in the education sector:

The mid-year budget workshop will be held in line with the consolidated budget calendar. The Signatories will jointly review the proposed work plan and draft budget for the next financial year and review expenditure during the first half of the financial years against the previous annual programme of work and budget. The Budget workshop will reach agreement on the level of Pool Partners support and schedule of disbursements, subject to MoEST forwarding to the Pool Partners’ …. a copy of the approved MoEST budget that is consistent with the undertakings agreed during the budget workshop. Indicative pooled funding figures may need to be submitted to MOF before the workshop for inclusion in the macro-economic framework agreed with the IMF. (Education JFA 2010)
Absence of a link between AMP and PSIP (this section uses excerpts from the 2011 aid flows report by the Global Donor Platform for Rural Development and feedback from DAD): The Public Sector Investment Programme (PSIP), managed by the Development Planning unit within the MOF (since 2011 when the Ministry of Development Planning and Cooperation moved into MOF) is intended to cover the entire development budget, covering investment programmes and projects funded by government-guaranteed loans, grants and own resources, in the form of five-year rolling plans. Based on the MoDPC guidance documents and indicative budget ceilings, line ministries submit on-going and new projects that are on-budget for an annual basis for screening. Data concerning PSIP programmes and projects are managed through a web-based database that has been accessible to line ministries and the MoDPC since 2009. However, AMP and PSIP are not yet linked or integrated, and the PSIP budget has in the past been consistently different from the total development budget (e.g. up to exceeding the development budget by 30%). There has been some work to reconcile PSIP and budget calendars and lists, but this has not gone very far. Donor-funded projects on budget should be a subset of the projects listed in PSIP that also satisfy the requirement that donor funds are deposited in the RBM. In practice there may be projects on the budget which do not pass through RBM and are not included in PSIP. Apparently, to address these issues, JICA is supporting the Capacity Enhancement in Public Sector Investment Programming project to harmonise the data contained in PSIP, the national development budget and AMP.

Comparison of AMP and PSIP

AMP

PSIP

Institutional location

DAD, MOF

PSIP Unit

Ministry of Development Planning and Cooperation

Source of information

Resident donor agencies

Government line

ministries or project

implementation units

Intended coverage

All aid flows from resident donor agencies

All aid invested through the public sector

Current data coverage

900 programmes/projects

29 external donors

109 implementing

agencies

233 projects

25 external donors

32 implementing

institutions

Frequency of updates

Monthly

Annually

Content (relevant)

Donor

Project title and location

Implementing agency

Sector

Aid modality

Cumulative commitment

Monthly disbursements

Annual projections

Donor

Project title

Line ministry

Malawi Growth and

Development Strategy

sector and priority

Development Assistance

Strategy sector

Total budget

Part I and II budget

Period of data availability

Since 2007/08 financial

year

Since 2004/05 financial

year

Accessibility

Accessible online to registered users and upon request

Source: Global Donor Platform for Rural Development  2011: 9-10

	
	2.27 Is the data shared manually from the AIMS with budget officers or is there an automated push to budget IFMIS, if so, what kind of system-link, what kind of IFMIS etc?
	It is shared manually. Since November 2005 GOM has been operating the EPICOR Financials Suite of financial management software, currently operating 5 modules of the software: General Ledger, Accounts Payables, Accounts Receivable, Commitments and Cash Management. According to the 2011 PEFA not all budgetary units are connected to the IFMIS yet:
out of a total of 66, around 50 are on line and there are many individual cost centres within budgetary units (as many as 270 in Education) Roll out has so far taken place in 17 Districts, with another 5 planned by 30 June 2011. (PEFA 2011: 22)
The Budget Preparation module of IFMIS is only used by a small number of users within the Budget Division. Line agencies prepare and submit their budgets using MS-Excel. The agency requests are uploaded to Active Planner, changes resulting from budget discussions are entered and the detailed line item budget books are printed from here. (Anderson 2010: 14)


	
	2.28 Are there forums, committees, meetings etc. that are formally set up to bring aid information in? Are these donor/ government or intra-government institutions?
	Government-donor joint consultation hearings with the donors are officially built into the budget process and a consultation meeting is held to discuss the Budget Framework. The consultation between MOF and the donors do not discuss aid commitments. They can tend to be symbolic, high-level events.

The Development Assistance Strategy includes provision for an annual High Level Forum, in practice only one has been held (in the first part of 2011). There is no regular forum for donors and Government to discuss the overview of donor commitments, disbursements and the budget. There is some dialogue on the budget in the CABS group (which is not inclusive of all donors: it consists of the CABS donors – DFID, European Commission, Norway, African Development Bank, World Bank – and designated observers – UN, IMF- and previously IrishAid)

	
	2.29 What formal rules are there in the budget process for aid information?
	See the above budget calendar and process, which is taken from the 2009 Budget Manual and section 3.5 for the definition applied in 2011/12 Budget for what constitutes on- and off- budget funds.

	
	WHO OPERATES THE SYSTEM?

2.30 Data entry - Is the entry of data via excel form with ministry staff transferring it to the AIMS? do donors have a portal?

2.31 Verification – ministry team? Sufficient?

2.32 Training and support – provider only, ministry staff training donors, how frequent?

2.33 System update and maintenance – provider only? Local staff? 

2.34 Report generation – regular reports made? Ad hoc reports, who?
	Data entry: via excel form with ministry staff transferring it to the AMP. Some donors are accessing the system online, with some issues as described above.

Verification: by DAD
Training and support: Development Gateway provides support to DAD; DAD trains donor focal points

System update and maintenance: managed by DAD with support from the provider, Development Gateway

Report generation: regular reports are generated and made public.



	
	WHAT REFORMS AND WHY?

2.35 Over the last five years, what changes were made to improve the flow of aid information into the budget preparation process? (centrally, but also are there good sector examples of reforms?) Why were the changes necessary; what was the catalyst for making changes?


	Introduction of AMP: This has been judged a success. For example, the Global Donor Platform on Rural Development reports:

It allows for regular aid tracking and reporting, which serves the GoM’s interest in accountability and predictability for public financial management, while also serving the donor’s interest in the external reporting and transparency. … Essentially, AMP dramatically reduced the time burden for aid-data analysis and management, and made it simpler to respond to data requests, thereby increasing the accessibility and usability of the data. 
The catalyst was GOM’s incentive to have a more comprehensive and accurate overview of aid to Malawi, coupled with financial and technical support by UNDP and Development Gateway, and donor collaboration with GOM on establishing and maintaining the reporting process.
PFM REFORM: Over the last two decades the GoM has implemented a range of PFM reforms, supported by the Common Approach to Budget Support (CABS) donors. Early reform initiatives included: introduction of a medium term expenditure framework (MTE) 1995; initiation of an IFMIS programme 1996; new Public Finance Management Act and a Public Audit Act 2003.

However, Malawi falls in group judged to have manifested an unclear trend in respect of its PFM performance between 2001 and 2010, with a -1 difference in its summary HIPC and PEFA scores. (Fölscher et al 2011: 5) Early reform design did not take into account the prevailing incentives in the public sector and performed weakly when they clashed with the interest of politicians and civil servants who wanted to retain their discretionary power to overspend (ibid.: 7) 

The 2011 Evaluation of PFM Reform summarises the PFM weaknesses identified in early 2000s that, inter alia, affected the ability of government to integrate aid on budget including strategic budgeting and budget preparation: unrealistic forecasts, weak links between policy and budgets, non-functional MTEF and poor integration of development and recurrent budgets (Folscher et al 2011). On the other hand there have been some outputs of PFM reform that have enabled better integration of aid on budget (with supporting donors in brackets):

· Development of an electronic budgeting module; improved linkages between plans and the budget and improved budget calendar (East Afritac); the introduction of an Economic and Fiscal Policy Statement (EC) and improvements to budget documentation using the output-based budget classification (GoM, EC, WB, MCC). 

· Budgeting Manual for central government (EC, GiZ), training for central and local government personnel (EC, GiZ, UNDP)

· The establishment of SWAps in the key sectors of health, education and agriculture with joined-up basket funding through the budget for GoM and donor funds (GoM and donors).

· Systematic progress to GFS-compliant budget classification and an associated Chart of Accounts, embedded in the IFMIS. 

· Attempts to strengthen the links between policy and resource allocation through the application of a medium-term approach to financial planning (though it is recognised by GoM that this reform needs to be revitalised). (PEFA 2011: 13)

The PFM reform programme continues with GoM in the process of finalising the fourth in a line of PFM reform plans (started 2003) for 2011-2014.  

The catalyst for these changes have been GOM political commitment for improving PFM as well as donor support for the PFM programme and aid effectiveness agenda. While donors have been pushing the PFM reform agenda, Government’ own interest in implementing at least some parts of the reform programme is critical for successful reform outcomes as found by the 2011 Evaluation of PFM  Reforms:

the Malawi experience points to the influence of GBS dialogue on reform outputs through conditionality-type mechanisms only working where Government is also committed to achieve the reform targets established as conditions. As is argued further in sections 4 and 5, even when Government acquiesces to the conditions, but there is an absence of real commitment, the narrowly specified outputs may be achieved, but these do not lead to real PFM improvements, as they are insufficient and not sustained. Instead, the mechanism of influence may be more subtle: the coincidence between what were initially donor-proposed PFM reform policies and government’s own PFM Action plans in the 2nd half of the period suggests that donor-driven discourses may capture the policy space so that when Government does want to address PFM weaknesses on its own behalf, the direction and form of reforms are close to those initially proposed. (Folscher et al.: 19)

SECTOR REFORMS: To strengthen the sector approach in the implementation of the MGDS the Government in late 2008 launched Sector Working Groups (SWGs) as the basis for programme planning, implementation, monitoring and evaluation in the sectors. The Paris Declaration 2011 Monitoring Survey heralded that the link between the Malawi Growth and Development Strategy and sectoral planning and budgeting has been enhanced through the establishment of 16 SWGs headed by principal secretaries with donors acting as co‑chairs, while also identifying that there is a need to increase their operationality (OECD DAC 2011). The catalyst has been the combined interest of both Government and Malawi to move to a more coordinated and aligned approach in order to deliver aid more effectively.
At the same time, there are concerns that the 16 sector working groups need to be re-considered as it is not clear where emerging issues such as nutrition, climate change, social supports, and others should be located. Another concern is that 16 SWG might be too many at this stage.

	
	DOES THE SYSTEM WORK?

2.36 Does the current system work? Is aid information used in budget decision-making (macro fiscal and allocative) by the central budget office? And by line ministries (allocative)? What problems do budget officials (centre and line) face to use aid information when making budget decisions? What can donors do differently to make it easier to use aid information in budget preparation (macro-fiscal and allocation processes)?
	Does the current system work and is aid information used in budget decision-making? 
· The current system is successful in coordinating the aid information management from donors to MOF. Aid information supplied to the AMP is used in budget decision-making by the central budget office and line ministries. See section 2.24 for further detail.
What problems do budget officials face to use aid information in budget decisions?

· Using aid information for budget decision-making is undermined by the weak budget credibility: there is only a weak link between budget allocations and budget expenditures. (PEFA 2011) 

· The political context means that aid disbursements are less predictable; budget officials have to take into account the political environment and recent decisions by donors to disburse aid suspensions, when using aid information to make budget decisions. 
· Some donors still struggle to provide projections either at all or in a timely manner: the lack of multiyear forecasts from donors limits GOM’s ability to produce MTEF. For example, the health sector mid-year review for March 2011 was postponed because donors did not have their projections ready.

· Smaller, non-resident and emerging donors do not tend to provide accurate, comprehensive, timely and reliable information to GOM that can be aligned to the budget. 

What can government and donors do differently?

· There is scope for improvement in the coordination of aid information between MOF and line ministries: DAD’s plan to give LM access to the AMP will help.
· There is scope for improvement in donors’ reporting, to be more timely and with forward projections while retaining the flexibility to respond to the uncertain aid environment.
· There is scope for using the aid data more in planning and budgeting, e.g. the Aid Atlas is issued and printed, geo-maps of aid are now available: it would be useful to ascertain exactly how this data and analysis is being used in the budgetary decision-making and how this can be strengthened. It could also be of benefit to have some discussion on this at the HLF or the CABS reviews.

	Incentives , on country, donor and implementation agency actors


	In this section you need to research and think through what the incentives are to provide aid information for and share and use aid information in the planning/budget preparation decisions.  And to reflect it in documentation. For:

2.37 Donor officers at country level
	Donors in general have an interest in supporting GOM to improve the efficiency and effectiveness of its PFM, which includes having a budget that is comprehensive, accurate and credible. Part of that is to bring aid on budget. Donors providing budget support have a particular interest in supporting improved budget practice. Putting aid on budget has been a CABS performance assessment framework indicator. 
Persistent aid transparency issues stem from donor institutional disincentives to prioritise practical steps to publish timely and accurate data that is fully aligned with the GoM budget cycle, e.g. if the donor agency does not internally generate the data; if donor agency has different financial calendar; if donor perceives giving longer-term commitments amounts to an inflexible straitjacket.

Newer donors tend to remain outside of the donor coordination structures and do not have the same incentives to be transparent with their aid data.

	
	2.38 Aid management officers at the centre
	MOF/DAD has been tasked and staffed to improve aid information management and its integration with the budget; aid management officers are assigned responsibility for improving aid information in the budget process. They have also been provided support through embedded technical advisors: an ODI fellow and currently a UNDP-funded aid effectiveness advisor. 

They may be de-incentivised by: continually having to chase donors for aid information reports; the absence of links between the various government systems; the slow progress on plans to integrate the AMP with other government systems (PSIP, CS-DRMS, IFMIS); the IT issues that have dogged the roll-out of giving access to donors to enter their data directly into AMP.

	
	2.39 Budget officers at the centre
	All civil servants have been incentivised to integrate aid with the budget due to their operating environment being shaped by: Policy environment that supports putting aid on budget; PFM reform programme that is driving it and strong political commitment for economic governance reforms in President Mutharika’s first term (2004-2009); Dialogue and monitoring by Government and donors, including through the joint Government-donor group on Financial and Economic Management; the CABS platform – with indicators monitoring progress on putting aid on budget.

External pressure for reform may also incentivise the policy and operating environment of government officers to integrate aid better on budget, including from:

· civil society organisations: there are several active and vocal CSOs with capacity for engaging with public expenditure and financial management issues, e.g. recently keeping up the pressure for improved external oversight.

· Oversight by the legislature: in particular in the first term of President Mutharika when his party was in the minority in Parliament.

· Learning from regional experiences: the Malawi IFMIS is largely copied from the Tanzania system; learning from other countries’ experiences  with their aid information management systems and the importance and practicalities and challenges of bringing aid on budget, in fora hosted by the Aid Management Platform software provider – Development Gateway; other regional aid effectiveness forums, groups and initiatives (e.g. the Paris Declaration Monitoring Survey) under the aegis of the OECD DAC led aid effectiveness agenda. 
· Referencing international standards: on PFM and aid effectiveness agendas. (Ibid.)

	
	2.40 Aid management officers in line ministries
	In the 2010/11 budget process, MDAs had little over 4 weeks to prepare their budget submissions; a lack of time may affect their capacity to cover all aspects of the budget preparation process properly, including taking into account aid financing.  In addition civil servants in the line ministry may have incentives not to report aid fully, for example: if they have accepted assistance that is not aligned with national priorities because it provides funds for staff allowances, vehicles etc. (Rakner et al 2004: 12); if they can keep discrete project activities unreported so that they do not affect the allocation of other resources to them.
All civil servants may face disincentives to improve budget processes, including through taking account of aid, by 1) low pay rates and the delayed and unpaid salaries that have become somewhat commonplace in recent years, and 2) the uncertain aid environment.

	
	2.41 Programme managers (or division heads) in country line ministries
	

	
	2.42 Budget officers in the line ministries
	

	FINDINGS on AID INFORMATION IN BUDGET PREPARATION
	2.43 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in the budget preparation process?  (gather evidence of the quantity and quality of aid information over the past three years budgets)


	Evidence of quantity and quality of aid information over the past two years budget (only the past two were shared)

MOF reports that they do not have issues with aid information on the budget, as the DAD-managed AMP data is quite comprehensive and accurate. 

The CABS Performance Assessment Framework includes an indicator on budget preparation and in the 2007 CABS review found substantial progress:

Substantial progress was made during 2006 in developing and populating an aid database and reflecting donor disbursement estimates in budget documentation. Estimates were provided by all the targeted donors, apart from the Global Fund. Projects administered by Government were fully incorporated in the budget, while those administered by donors or NGOs were captured in a separate Summary of Extra-Budgetary Support to Malawi. CABS congratulates Government on this achievement. (EC et al 2007)
PEFA 2011 scores the indicator D-2i completeness and timeliness of budget estimates by donors for project support with a C, the same score and no improvement from 2006 and 2008 assessments. However it did find some improvements, reporting that:

Improvements in the monitoring of receipt of information provided by donors are evident. Whilst project support information is not received 3 months prior to the start of the fiscal year – it does form part of the GoM budget documents to the Assembly and captures the key items from the CABS donors. In terms of USAID, China and Japan whilst these are among the largest donors their contributions are not captured in the Budget. (PEFA 2011: 58)

The OECD DAC Paris Declaration Monitoring Survey reports improvement in the quantity of aid on budget from 2005 to 2007 to 2010. 
· In the 2006 Baseline Survey, 54% of aid disbursed to the government sector was reported in Malawi’s national budget. 
· 2008 Survey indicates that Malawi’s budget was more realistic: 64% of aid disbursed in 2007 reported as being on budget 
· The 2011 Survey found that 90% of aid was reported in the Malawi national budget, exceeding the 2010 target and a substantial increase from 2005 and 2007.

The Paris Declaration Survey allows us to see the coverage of individual donors’ aid information on budget through Indicator 3 measuring ‘aid on budget’. However, there are methodological and implementation issues with this indicator which limits its usefulness. It compares government budget estimates with donors’ reports of disbursement, thereby introducing a crossover logic and conflating the factors of aid transparency by donors; government reflection of aid on budget; reliability of original projections.

Measuring government budget estimates with donors’ scheduled aid gives a more focused measure of the quality of the transparency of aid. Analysing the data reported to the PD Survey in this way, we find that overall Government budget estimates in 2010 under-reflected donors’ scheduled aid by 18% (USD 119 million) while by donor there were large variations with both under- and over- reporting. The detailed findings are below.  The reasons for the findings could be due to various factors, including: Government applying a discount factor deliberately to some of the aid scheduled included in the budget estimate; Government not receiving scheduled disbursement information from some donors; Government misreported by error some scheduled aid; donors not reporting on budget aid defined to be ‘extra-budgetary’ (although this latter only explains the under-reporting, not the over-reporting).
Comparing aid scheduled by donors and government budget estimates of aid flows for 2010: 7 donors’ aid was under-reported on the budget (GAVI Alliance; Germany; Global Fund; Japan; UK; UN; US) perhaps because some of their aid was defined as extra-budgetary (i.e. not using country systems); 6 other donors’ aid was over-reported (AfDB, EU, IFAD, Ireland, Norway, World Bank). Other donors were not reported at all in this exercise, in particular non-traditional donors (China, India). 
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There is a complicating factor to the Paris Declaration methodology of assessing aid on budget: “Government policy states that aid directly administered by donors (i.e. that does not pass through government systems) cannot be captured in the national budget. Instead, this type of assistance is reported in a separate summary of extrabudgetary support to Malawi and passed to parliament for consideration during budget discussions. Unless all aid to the government sector passes through Malawi’s government systems, it is not possible for 100% of aid to be reported on budget. Variations in the discrepancy (in total and for individual donors) can arise from changes in the way aid is delivered, as well as from changes in the provision and capture of data”. (OECD DAC 2008)
Assessing the quality of aid on budget is more complex: there are issues with the over-simplified presentation and artificial divide of recurrent and development expenditure; the definition of on- and off- budget aid has changed with the FY2011/12 Budget, making it more complex to track aid trends over time. See further details on the how aid is presented on the budget and pros and cons found in sections 3.1 and 3.5.
Emerging good practices
Close collaboration with donors on managing aid information:
· MoF/DAD places a premium on encouraging donors’ reporting by showing donors that their information is being well utilised both through the publication of aid transparency documents, meaningful analysis of key aid effectiveness issues and through improved budgetary performance. (MOF 2010)
· Regular collection, improved analysis of info on donor activities is an obvious improvement in the past three years. (PEFA 2011: 11) 

· Traffic light reports on donor’s reporting performance to AMP have helped apply peer pressure to improve donors’ performance.

· In addition, the accuracy of the data reported has been further enhanced by the prior training provided for focal points in each resident donor agency (Global Donor Platform for Rural Development 2011) and DAD has issued clear guidelines for reporting aid information with the data fields required by AMP.
Transparency with aid information: DAD has adopted a transparent attitude to the data they manage and are very open to sharing the data upon request. They have also presented the information to Parliamentarians. This transparency will be further improved when MOF implements its plans to give access to AMP to other divisions in MOF, line ministries and the public. 
Useful analysis of aid information captured in AMP – for PFM and aid effectiveness:  MoF/DAD has placed a high priority on improving the transparency of its own and donor activities. According to its own literature it is also seeking to play a stronger leadership role in the analysis of donor activities to encourage a more efficient division of labour amongst its development partners. These efforts are reflected by the increasing quality and regularity of aid management reports being produced by the Division. (Ministry of Finance 2010c)

Improvement in budget calendar and guidance for both donor inputs and line ministry submissions:

· The government has put in place a budget calendar with clear guidelines for submission of data, developed a donor aid template (used since 2006/07) to incorporate external financing into the budget and provided clearer criteria for the type of funding that should be reported on budget. (OECD DAC 2008)

· The budget guidelines for elaboration of the 2010/2011 budget are fairly comprehensive and outline a number of planned and on-going reforms in the PFM system under development at the time of the issue of the budget guidelines. The budget call circular provided further instructions for budget preparation, including approved budget ceilings per main head per vote including ceilings for Development part II investments. This represents an improvement relative to the 2008 PEFA assessment. The circular is fairly comprehensive and supplements the budget guidelines. Dimension score: A (PEFA 2011:31)

Complementary donor inputs: use of country systems, provision of budget support, policy dialogue and external monitoring of PFM reforms. (Fölscher et al 2011: 15)

Future plans: Going forward, the Government is planning to upgrade AMP with other components such as Monitoring and Evaluation (M&E), geo-coding of donor funded projects, integration of AMP with other government systems and further expansion to include Line Ministries. 

Blockages

Uncertain aid environment: hinders the provision of reliable aid information.
 The lack of a regular, effective forum for Government and donors to discuss overall aid projections and disbursements, and how aid is presented on budget, as part of the budget cycle.

The limited time given to MDAs to prepare their budget submissions:  For 2010/11 budget the actual calendar deviated from the process outlined in the regulations: approved budget ceilings per main head were issued later than planned, giving MDAs little less than 4 weeks to prepare their submissions. (PEFA 2011)
Lack of integration between AMP and PSIP.
Weaknesses with the  quality of the planning process and linkages between plans and budgets 

SWAps and current limitation of alignment: While this has contributed to an increased focus on the quality of PFM systems within these sectors (with support by donors through the SWAps for strengthening systems through training in financial management,  monitoring and evaluation, and procurement), additional operational and reporting safeguards that apply under the SWAp agreement to all funds in the SWAp basket (whether donors or government funds) affect how government’s own funds can be spent and can therefore detract capacity from government’s own systems. (Fölscher et al 2011: 16) Having donor specific conditions for using country systems can make it more difficult to bring aid into the budget if: 1) government effort to fulfil donor-specific requirements means government has less resource to invest in better integrating aid info on budget; 2) reporting in a parallel process to donors makes it more complex to integrate aid info on budget.

	
	2.44 What do you think are the implications for international IATI Standards? How much can alignment of aid information for country budget preparation purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure better alignment with country budgets?
	What do you think are the implications for international IATI Standards?

· How IATI published information is used will need to be established by the Government of Malawi.  Any proposed change to how aid is integrated with the budget will have to take into account and work within/with the country institutions, actors and processes already in place. This is essential given that there is already a well-established process in place. 

· A common budget identifier for aid information has potential to be useful in the Malawi context but needs to be carefully explored. There is already a system for mapping the aid information provided to the budget; the IATI common classification could provide added value by mapping to sub-vote level for some sectors. However, it is not yet clear that the common classification would overall be better than the existing classification arrangement, especially when taking into account the other risks in moving from the country collected aid information data to using IATI data. The common classification would need to be further explored by MOF.

· Country plans to improve the AIMS need to be taken into consideration.  There are plans to extend the use and functionality of the country AIMS, including geo-mapping and M&E that will allow the Government to track national, regional and sub regional activities and link these to country and/or organizational/departmental indicators. The M&E is in particular at a nascent stage. Any introduction of IATI data will have to take into consideration GOM’s plans for existing systems and processes.
How much can alignment of aid information for country budget preparation purposes depend on country-level processes?

Alignment of aid information for country budget preparation has to depend on country-level processes. In Malawi there is an established process in place with well-coordinated flow of donor information to MOF that is aligned to the budget classification and cycle. The country office staff of Malawi’s resident donors will be the most familiar with their aid programmes and will need to provide and verify HQ-published aid data, while MOFEP and line ministries will need to receive and analyse aid information, and convert to budget information. Aid published to the common budget identifier will be only a partial alignment with Malawi’s budget structure; country actors (and preferably Government and donors in unison so that the final alignment is understood by all parties) will still need to undertake the detailed alignment decisions. Therefore, any introduction of the use of IATI data should focus on strengthening country level exchange (Batten 2010).

What guidance can be provided to donors on practical steps to ensure better alignment with country budgets?

· MOF/DAD has issued guidance to donors on how to align their information with Malawi’s budget. Donors should continue to provide aid information in the format and with the data fields required by MOF/DAD. In particular there is room for improvement from some donors in providing multi-year forecasts and submitting regular and timely reports to AMP.

· MOF/DAD and donors could review how source and implementing donors report to AMP and on aid effectiveness indicators, to avoid creating situation where bilateral donors are dis-incentivised to channel aid through MDTFs because it lowers how much aid they report as using country systems.

· There is currently no effective forum for the wide donor group to discuss aid projections and aid on budget issues with Government (the High Level Forum is inactive; the budget consultation hearing tends to be about budget priorities and allocations and does not discuss aid on budget specifically; the CABS group is not inclusive). Donors could explore this idea with GOM.

· Rolling out access to AMP as MOF/DAD plans would assist with the transparency and ownership of the data across government and donors. Donors could discuss with MOF/DAD if GOM is looking for more financial/technical support for this initiative.


BUDGET APPROVAL
	3. Aid information for ex ante oversight

	Technical aid information institutional arrangements, including classification, timeliness, data management and so forth
	AID INFORMATION in BUDGET DOCUMENTATION

3.1 How does aid appear on the country budget? 


	Overall framework of the country budget: The overall forecast resource envelope for the Malawi Growth and Development Strategy is set by the Mid-Term Expenditure Framework and the annual 5 year forward looking Public Sector Investment Programme which contains on-going and pipeline development programmes. Together the MTEF and PSIP are intended to provide the fiscal framework (budget year plus 2 outer years) within which the MoF will provide annual budget ceilings for MDAs for recurrent and development expenditure. (PEFA 2011: 32)

In the 2011/12 Budget, aid appeared as follows: on-budget assistance in the MTEF (2011/12-13/14), vote allocation (by spending ministry/unit) (2011/12), forecasted support by development partner (2010/11, 2011/12), total support by development partner (2009/10), extra-budgetary support (2011/12). Here is further detail:

Annex 1: MTEF for 2010/11 approved and revised budget; 2011/12, 2012/13 and 2013/14 projection, and Annex 2: Approved, revised outturn for 2009/10 
Budget presentation

Comments

· Revenues

· grants

· Aid on budget is aid that is disbursed through RBM MG1 account.

· Expenditure

· domestic recurrent expenditure

· donor-financed expenditure 

· National AIDS Commission

· Health

· Education

· Food Security

· development expenditure

· foreign financed projects – Part I

· pooled financed projects – Part II

· Domestic recurrent expenditure includes general budget support; also some SWAp pooled financing

· Donor-financed expenditure is presented separately as these are earmarked activities.

· Part I in practice includes recurrent and development expenditure of donor-financed  projects

· Financing
· borrowing

· program

· project loans

· It is not clear what the definition is of program and project loans.

Annexes 5-8: Vote allocation summary: The national budget presents budget allocations by budget votes, which represent the line ministries and other government institutions that will be spending the resources. The Financial Statement presents by vote allocation disaggregated into personal emoluments (salaries); other recurrent transactions; development expenditure: part I allocation, part II allocation. In the development expenditure the projects are identified by a brief description (e.g. ‘Water meter project’; ‘military hospital’; ‘local government strengthening and investment programme’ etc). Funding donors are not identified.
Annex 12: Forecast support from Development Partners for 2010/11 and 2011/12, disaggregated into: general budget support, by donor, in donor own currency and converted to MWK; programme loans – World Bank education support; farm input subsidy program grants – pooled, by donor; health SWAp grants – pooled; Education SWAp grants – pooled; NAC grants; Road sector support; Project support: project grants, project loans.
Annex 13: Total support by development partner for 2009/10: covers bilateral and multilateral donors, including individual UN agencies. China and India included.
Annex 15: Summary of extra-budgetary support to Malawi with details by vote allocation of type of assistance (grants/loans), donor agency, 2011/12 projection, primary sector.

The detailed vote allocation budget summaries are presented as follows:

Vote

e.g. Ministry of Education, Science and Technology

Administrative classification
Expenditure 
Recurrent, categorized into 2 types:

· Personal Emoluments (PE) which are payment of salaries, allowances and other benefits to government employees.

· Other Recurrent Transactions (ORT) which are expenses related to daily running of government business.
Or
Development, expenditure related to capital investment. 

The development budget is categorized along the source of financing as follows:

· Part I - project resources from external aid in form of loans and grants.

· Part II – project resources from domestic sources.
Cost Centre

e.g. Blantyre Teacher Training College
location/ institution classification
Programme

e.g. Education and Vocational Training
functional

Sub-Programme

e.g. Teaching and Learning Materials
sub-functional

Item

e.g. Internal Travel
economic
Sub-Item

e.g. Subsistence Allowances

AID ON BUDGET 2010/11 

The presentation of aid information on the budget was slightly different for the 2010/11 Budget when i) more detail by donor was provided in the budget framework but no summary of total support by donor or extra-budgetary support and ii) SWAp recurrent expenditures were presented under the recurrent budget; iii) health SWAp was presented as part of development finance part II domestic finance. Detail of the differences in the presentation of the budget framework for the budget year:
1) disaggregated grants by individual donor into:

· program

· dedicated grants

· Food security

· NAC inflows

· Health SWAp

· Education SWAp

· project

2) Recurrent expenditure included detail on SWAp recurrent expenditure:

· wages and salaries

· MG wages

· Health SWAp

· of which leave grants

· of which recruitment

· of which Education

· of which Education fuelled by SWAp

· goods and services

· Health SWAp ORT expenditure

· Education SWAp

· National Aid Commission (NAC)

· others…

3) Development expenditure includes in Domestic Part II and presents as disaggregated sub-item: Health SWAp.



	
	3.2 Which budget (recurrent or development)? 
	The presentation of donor financing by expenditure type is confusing, as the 2011/12 zero-deficit budget attempts to present recurrent expenditures as financed entirely from domestic resources. In practice this is not feasible as aid projects and programmes by design finance recurrent as well as capital expenditures. Therefore the 2011/12 financial statement has general budget support commingled with domestic resources; SWAp pooled financing for earmarked expenditures presented separately; project financing, whether for recurrent or capital expenditures, labelled as ‘development financing’ (Part 1).  

	
	3.3 How is it classified (explain whether it is by vote, by administrative units within votes, by budget sub-vote structures, by aid programme/project, by donor, or whether it uses the exact budget classifications as for government funded spending; or any combination of these.
	Recent budget reforms have strengthened budget classification system so it is now GFS-compliant and a new Chart of Accounts supports a range of approaches to expenditure classification including the identification of expenditure that supports the implementation of the MDGs. (PEFA 2011: 10)

Aid is classified by vote – see above – and for the zero deficit 2011/12 Budget, presented as development expenditure.



	
	3.4 Is it possible for Parliament, in other words, to see country budget allocations against commensurate aid allocations?
	Parliament can see aid allocations against commensurate budget allocations; the new extra-budgetary summary gives a more comprehensive picture; but the substantial proportion of aid that is off-budget and the complications with the presentation of recurrent and development expenditure makes it difficult for Parliament to compare the type of expenditures across donor and government financing. 

	
	3.5 What aid is included on budget: only aid that is managed through country systems? Or also aid that is either managed by the donor itself, or disbursed to a third party, like a managing agent or an NGO?
	For the 2011/12 Budget, a new definition of on-budget of project assistance was introduced. The government defined project assistance as extra-budgetary if it meets categories 2, 3 or 4:

1. Government directly manages all project activities and implementation, as well as directly managing all financing issues. 

2. Government directly manages project implementation and procurements, but not the payments, which are made by donor organisation. 

3. Government manages only project implementation, while procurement and payments are managed by donor organisation. 

4. Government manages neither project implementation nor project financing, which are managed by a non-Government Organisation (NGO) or by the donor organisation itself. 
The table below compares the Malawi definition of aid on budget to the IATI definition. Some points on this are:
· Some countries will put aid onto the country plan, budget, account, report, audit systems, if the aid flow is through ministry-controlled PIUs, even if the aid is not disbursed through the Treasury / Government-controlled accounts. It appears that some of this aid may be defined by Malawi as their category 2 or 3 and therefore off-budget. If this is the case, GoM has a narrow definition of what is on-budget. 

· It is not clear if there are any payments being disbursed directly to line ministries, and whether this aid is on- or off-budget. However, in most countries this is not a legal disbursement channel.

This could be reviewed, taking into consideration that:

· On budget aid was a major indicator in the Paris Declaration aid effectiveness monitoring framework (indicator 3), and it is used as a proxy indicator for aid alignment and country ownership. Once the post-Busan monitoring indicators are published, there is an opportunity for GoM to check that their definition of on- and off- budget does not unnecessarily penalise them in the global aid effectiveness reviews. 
· Also, there could be a risk that defining aid as ‘off-budget’ could hinder efforts to bring those aid activities incrementally onto using more elements of country systems: for example, aid can be brought onto the budget, report, account and audit, to strengthen those systems and government’s overview of aid therefore facilitating more effective budgetary allocations and execution, before the aid is fully ‘on treasury’.
IATI 

Malawi 
 
Categories

Country systems used

 
Categories

Country systems used

‘on-budget’
1. Money is disbursed through central Ministry of Finance or Treasury

On plan

On budget

On treasury

On procurement

On account

On report

On audit

‘on-budget’

1. Government directly manages all project activities and implementation, as well as directly managing all financing issues.
On plan

On budget

On treasury

On procurement

On account

On report

On audit

2. Money is disbursed directly to the implementing institution and managed through a separate bank account 

 

On plan – possible

On budget – possible

NOT ON TREASURY

On procurement - possible

On account – possible

On report – possible

On audit – possible

‘off-budget’

‘off-budget’

3. Aid in kind: Donors utilise third party agencies, e.g. NGOs or management companies

Not using country systems

2. Government directly manages project implementation and procurements, but not the payments, which are made by donor organisation. 

 

3. Government manages only project implementation, while procurement and payments are managed by donor organisation.

On plan – possible

NOT ON BUDGET

NOT ON TREASURY

NOT ON ACCOUNT

NOT ON REPORT

NOT ON AUDIT 

 

Category 2 – on procurement

 

Category 3 – NOT ON PROCUREMENT

 

4. Government manages neither project implementation nor project financing, which are managed by a non-Government Organisation (NGO) or by the donor organisation itself.
Not using country systems

4. Aid in kind: Donors manage funds themselves

MOF gives this explanation in the 2011/12 Budget annexes for the change in definition of extra-budgetary support:

In prior years a large number of projects which were not making full use of Government systems had been included into the donor financed portion of Part 1 budget estimates. During the 2010/11FY budget preparations a renewed effort was undertaken to identify those projects which do make full use of Government systems and which are deposited into Government accounts held at the Reserve Bank of Malawi. As a result of these more stringent controls, the donor financed portion of Part 1 Development expenditure has decreased between the 2010/11FY and 2011/12FY. In practice, however, the amount of donor funding received by Malawi has been increasing with these funds now being captured through this extra-budgetary addendum to the Financial Statement.

Previously aid where donors authorised and processed payments through commercial bank accounts were still defined as on budget. See diagram opposite (Ministry of Finance 2011f: 33)
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Donor Funded  Project s  

Implemented via  NGOs  

Extra Budgetary  Support (Off - PSIP, Off Budget,  Off Treasury )  

Funds Use  Commercial Bank  Acco unts  

No Use of Country  Systems  

Funds Use RBM Bank  Account  

Funds use part 1  Development  Accounts   Funds Use  Consolidated  Accounts  

Funds allocated  to specific  Vote/Sector   Funds  unallocated  

Sector Support  (On PSIP, On  Budget, On  Treasury)   General Budget  Support (On PSIP,  On Budget, On  Treasury)     Project Support  (On PSIP, On  Budget, O n  Treasury)     Project Support  (On PSIP, On  Budget, On  Treasury)     Project Support  (On PSIP, On  Budget, On  Treasury)    

Full Use of Country  Systems   Partial Use of  Country Systems  

Implemented via  GoM Ministry  

GoM  Authorizes  and processes  payments     Donor  Authorizes  and processes  payments  

% Total ODA     % Total ODA     % Total ODA     % Total ODA  

% Total ODA  

*Percentages indicate proportion of total aid flows ( … ) allocated to each aid modality during the 20 10/11   FY. On - Budget indicates that Government procureme nt and audit systems are also being used. Further work on decomposing  the ODA that uses Government Implementing Agencies   but with Commercial Bank accounts between Donor and GoM  disbursement authorization is currently underway.   


The Government provides a summary of project support in the 2011/12 Budget that is on- and off- budget: (these figures are or project support only and do not include budget support or programme support to SWAps, which are included in Annex 1 MTEF)
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I) Donor support to government 

agencies (Part 1 Development)

29.48

grants 17.09

loans 12.39

II) Donor support to government 

agencies outside of 

government systems

77.38

grants 39.06

loans 38.32

III) Donor support to non-

government agencies

17.73

grants 17.73

IV)

Total donor support 124.6

grants 73.88

loans 50.71

Category 1. The Government directly manages all 

project activities and implementation, as well as 

directly managing all financing issues. 

Category 4. The Government manages neither project 

implementation nor project financing, which are 

managed by a non- Government Organisation (NGO) 

or by the donor organisation itself. 



Category 2. The Government directly manages project 

implementation and procurements, but not the 

payments, which are made by the donor organisation. 

Category 3. The Government manages only the project 

implementation, while procurement and payments are 

managed by the donor organisation. 


Collating data from different parts of the budget, it is possible to calculate that 55% of all ODA reported through AMP is classified as ‘extra-budgetary’ (this includes donor support reported to NGOs). Of the aid that is disbursed to the government, 49% of ODA is off-budget. Looking just at project assistance disbursed to the government, 72% is off-budget.

 

2011/12 FY Proj.

 

Proportion of total ODA

MWK '000s

%

on-budget aid (Annex 12)

General budget support

19,811

Programme loan (WB- Ed)

1,357

Farm input

2,545

Health SWAp

10,064

Education SWAp

8,868

NAC grants

4,812

Road sector

2,048

Project support

29,626

total on-budget aid

79,131

45%

off-budget aid (Annex 15)

donor support to gov. agencies outside gov. systems

77,380

donor support to NGOs

17,730

total off-budget aid

95,110

55%

 

 

 

 

Total ODA

174,241

100%

aid to government agencies

 

on-budget

79,131

51%

off-budget

77,380

49%

total

156,511

project support to government agencies

 

on-budget

29,626

28%

off-budget

77,380

72%

total

107,006



	
	3.6 Are emerging donors included on budget? Are vertical funds / private foundations included?


	Emerging donors are not included on budget. China and India are included in the 2011/12 Budget summary of total support by development partners in 2009/10 FY with this explanatory footnote: 
Approximate disbursement figures for the People’s Republic of China and the Republic of India are included in this table as a point of comparison with other donors, however due to insufficient detail are not included in other areas of the analysis and do not contribute to overall disbursement figures. (MOF 2010: Annex 13)

	
	3.7 Does the country vote aid allocations (i.e. do they appear in the financing law?)
	Yes.

	Process institutional arrangements, on country and donor sides


	PROCESSES and INSTITUTIONS for PARLIAMENT CONSIDERING AID / for CITIZENS CONSIDERING AID

3.8 Does Parliament have any legal powers to require adjustments to aid (ie reject) in the budget approval process? Has it ever exercised these powers? Does it do so regularly?
	The Legislature reserves the power to approve [and reject] all revenue and expenditure measures as proposed in the budget and or amend within the allowable economic framework. (MOF 2009: 26) However, the PEFA 2011 scored the extent to which the legislature’s procedures for review are well-established and respected. (budget review) with a C, explaining that:

The rules and procedures for the National Assembly are set out in the Constitution and the Standing Orders of the Assembly. The specific mandate of the Budget & Finance Committee is derived from derives Standing Order 159. However, the extent to which they are respected is less clear. (PEFA 2011)

The only vote that did not pass in recent (February 2012) budget scrutiny process was the proposal to cut the Parliament’s own budget. (Ibid.) MOF reported that Parliament has not in memory rejected a proposal for aid finance included in the budget.
For the Supplementary Budget, there is limited scrutiny with no real debate and after the event approval appears to be common. (Ibid.)

	
	3.9 How much attention does Parliament pay to aid? Through which committees, if any? Does this happen as part of considering the budget for approval, or outside of it? What are the processes, if any? 

Alternatively, do complementary aid flows enter the picture when parliament considers the executive’s budget proposal? At portfolio / sector committee level? 


	Aid is a substantial proportion of the government’s resources; when scrutinising the budget, Parliament is necessarily paying attention to aid. The process as outlined in MOF’s 2009 Budget Manual involves:

The budget is discussed in Parliament after presentation by the Minister of Finance. During budget debate, MPs critically scrutinize the budget to ensure that the moneys are allocated equitably and without discrimination. After MPs have debated budget estimates in general, the Committee of Supply is convened. In the Committee of Supply, the Chairperson moves an approval motion by reading out the amounts allocated to each vote for members to vote. After members’ approval of the estimates, an Appropriation Bill, that seeks to authorize the Minister of Finance to draw from the Consolidated Fund sums necessary to meet approved expenditures, is drafted and introduced in the House. Passing of such a bill turns it into a law.  

During budget deliberations, the Legislature critically analyzes the provisions of expenditure by category and vote. It examines the budget in terms of content, quality, coverage, linkage to the Executive’s agenda and potential deliverables both in the short and long term. The Constitution allows for 21 days of debate before voting commences. After curtailing general budget deliberations, Parliament enters into Committee of Supply where parliamentarians consider individual vote provisions. The provisions of personal emoluments, other recurrent transactions and development (both Part I and II) of each line ministry are analysed prior to voting.

(MOF 2009: 10, 26)

There are also Parliamentary sector committees that have an oversight and monitoring role of government allocations e.g. the Parliamentary Committee on Agriculture and Natural Resources fulfils an oversight and monitoring role of government allocations to MoAFS, MoIWD, MoNREE and the Ministry of Lands, Housing and Urban Planning. (Global Donor Platform on Rural Development 2011)

	
	3.10 Any changes recently in how parliament considers aid? Why were changes made? Were they successful, why or if not why not? 


	There have not been any changes recently in the regulations or processes by which Parliament considers aid. Some improvements within the existing framework have been:

· Parliament now has more information on aid than before, with the AMP-supported data on extra-budgetary support.

· The 2011 PEFA report found an improvement in budget documentation:

Recent budget documentation fulfils 7 of the 9 information benchmarks, compared with 6 in 2008. Compared with the 2008 Assessment, additional credit is being given in recognition of the fact that the detailed estimates for 2010/11 provide actual expenditure for 2008/09 and approved and revised estimates for 2009/10 (benchmark 6)

· The new output-based presentation of the 2011/12 Budget.

· There have also been some improvements in simplifying the budget documentation which had been very lengthy and detailed, constraining effective oversight (each MP was provided with a printed document with over 5,000 pages).
· Over the last decade there has also been collaboration between the Parliament and CSOs, which has supported Parliament in its effective scrutiny of the budget in general, and aid in particular:

In Malawi, for instance, the Budget and Finance Committee has worked closely with CSOs and the media to strengthen its engagement with the budget process, through the production of pre-budget reports and budget commentaries, and by holding public hearings as well as traditional committee meetings (Draman and Langdon, 2005). http://www.aideffectiveness.org/Guidance-Note-Parliament-C2.html
Overall these initiatives have not resulted (yet) in much change in parliamentary scrutiny of aid, due to the obstacles listed below.



	
	3.11 What are the obstacles to parliament fully considering and tracking the use of ODA (all modalities, all donors, all types of flows) and holding the executive to account for aid agreements with donors?
	Obstacles to parliament fully considering and tracking the use of ODA include:
Weaknesses with the aid data presented to Parliament:

· Parliament does not receive a complete picture of all assistance to Malawi as not all aid is reported on budget or as extra-budgetary support: in particular aid from emerging donors is not yet captured and presented to Parliament. 

· Parliament does not receive an accurate picture of all assistance to Malawi: the limitations to the aid data collected in through the budget process and the AMP affect the accuracy of the data presented in the budget.

· Although the MoF has made ad hoc presentations of the Aid Atlas to members of parliament, this does not appear to have been institutionalised and few have had access to the Aid Atlas reports or AMP data. (Global Donor Platform for Rural Development 2011)
Constraints affecting Parliament’s scrutiny (and oversight) role:

· Transparency and accountability in budget process affected by poor capacity in parliament and public to engage on budget issues and secretive processes of parliamentary review of government spending, even if the public accounts committee (PAC) succeeded to some degree to make these records public (World Bank 2003). 

· The 2011 PEFA gave a D score for PI-27 Legislative scrutiny of the annual budget law iii) Adequacy of time for the legislature to provide a response to budget proposals both the detailed estimates and, where applicable, for proposals on macro-fiscal aggregates earlier in the budget preparation cycle (time allowed in practice for all stages combined). For the 2009/10 Fiscal Year the Budget was tabled in Parliament on 3rd July 2009 and passed on the 28th July 2009 – this allowed less than one month for review by the legislature. (PEFA 2011: 54)

·  “The budget submissions to the National Assembly are voluminous and very detailed. The budget format includes the approved as well as revised estimates for the previous year, the proposed estimates for the coming year and projected expenditure data for the next two years. The appropriations accounts include the actuals in the same format as the budget documents; however for the three fiscal years under consideration the GoM was unable to present the audited appropriations accounts for the previous year at approximately the same time as the Budget documents. Thus prior year outturns have not been available to parliament as part of the budget documentation submitted.” (PEFA 2011: 24) (This was then caught up for the 2011/12 Budget as the AG had closed the gap by 2011.)
· Explanation of the budget implications of new policy initiatives with estimates of the budgetary impact of all major revenue policy changes and/or some major changes to expenditure programs, is only partially done in the Budget Policy Statement.

· Limitations to the role played by the sector committees: they only see the totals of the development budget per part and budget documents are not received before the parliamentary sitting to allow for adequate time, reflection and discussion among committee members; it does not feel that they have adequate oversight of aid flows. (Global Donor Platform for Rural Development 2011)

	Incentives , on country, donor and implementation agency actors
	Similar to the previous phase, here you should research / think about in the light of your data, 

3.12 what the incentives are that either hinder or encourage parliament and citizens to engage with forward aid projections and plans
	The overall political context may hinder parliament to engage with forward aid projections and plans. The 2011 evaluation of PFM reform found that:

Several respondents made the point that the first term of President Mutharika was marked by his party being in the minority in parliament. This provided an element of oversight, which kept pressure up for effective reforms. A perceived decline in political will for reform they argue, can be ascribed to his party having a majority in parliament for his second term, and the fact that he is not able to run for a third term in office, in terms of the Malawi Constitution. With no prospect of re-election, the incentives to sustain economic governance reforms at the leadership and decision-making level are weaker. (Fölscher et al 2011: 20)

Civil society has been active in Malawi in analysing the national budget and collaborating with Parliament to strengthen Parliamentary oversight, in particular through the Malawi Economic Justice Network (MEJN). Progress has been slow; donor support has helped.
The Malawi Economic Justice Network (MEJN) mandate includes analysing the national budget to ensure that it is consistent with national priorities and is geared towards financing pro-poor activities. MEJN therefore tracks all ODA disbursed as budget support, as well as aid disbursed outside the budget through service delivery surveys and other social accountability approaches. The thrust is to ensure that resources are used for their intended purposes and in a transparent manner. For ODA disbursed through the national budget, MEJN conducts budget analysis soon after presentation in parliament, analysing Part I allocations to the various sectors, as well as the conditions attached to aid. Despite these efforts, official mechanisms for civil-society involvement in aid effectiveness accountability forums remains ad hoc and mostly take the form of meetings where civil-society organisations are invited as and when government and/or donors deem it necessary. However, in the past three years, there has been an increased recognition of civil society involvement in CABS reviews, which has provided space for civil-society input into aid discussions. With the view of strengthening this engagement, MEJN has received support from the EU to devise mechanisms for piloting a systematic dialogue on aid between civil society, the government and the EU. Guidelines have been developed for this envisaged engagement, but they are yet to be endorsed. (Global Donor Platform for Rural Development 2011: 47)

There are also sector-focused CSOs that engage in similar budget analysis and advocacy, for example the Civil Society Agriculture Network (CISANET) does this with a particular focus on agriculture, irrigation and agricultural marketing:

 Once the budget is presented to parliament (incorporating [part of] AMP and PSIP data) CISANET’s committee reviews these components and discusses its concerns with the Minister of Agriculture and Food Security or the Minister of Irrigation and Water Development. Until two years ago, CISANET also used to conduct public expenditure tracking surveys and community development satisfaction surveys at the level of extension planning areas (EPAs) to track whether funds were disbursed as planned by the decentralised authorities and to assess community satisfaction. (Ibid.)

	
	3.13 what the incentives are for the executive to enable such engagement to occur
	See answer above on the political context.

	
	3.14 What the incentives are for donors to allow aid information (comprehensive, accurate, timely) to reach country citizens.
	Some donors have prioritised supporting improved transparency of aid information and domestic accountability processes, believing that this is the only way to ensure aid is effective. For example, DFID, CIDA have provided support to parliamentary committees; MCC has provided support for recurrent costs of the Parliament in support of the development of the committee function through the State University of New York. (Fölscher et al 2011)

	FINDINGS on AID INFORMATION IN BUDGET APPROVAL
	3.15 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in parliamentary processes to approve the budget? What do you think are the implications for international IATI Standards? How much can alignment of aid information to ensure transparency and accountability in the allocation of the budget for budget approval depend on country level processes? What guidance can be provided to donors on practical steps to ensure better alignment with country budgets for this purpose?
	Emerging good practices: 
· Presentation of AMP data to Parliament by MOF, complementing the presentation of aid on budget with the provision of more detailed information and analyses of aid uses and trends.
· Improvements in the government accounting processes have resulted in greater information being made available to parliamentarians when the annual budget is presented to the National Assembly. (PEFA 2011: 10)
Blockages: As detailed above in section 3.11 on obstacles.

Implications for international IATI standards: 

· IATI data fields do not correlate exactly with the country definition of on- and off- budget. Therefore any use of IATI data to align with the Malawi budget process will have to go through more detailed mapping to ascertain if the project is on- and off- budget. It would be most useful to do this in a joint process between government and donors in order to have shared understanding of the definition applied.
· Development of economic classification for donor aid could be helpful in establishing more accurate data on recurrent and development expenditures.

Guidance for donors: 
· To discuss with GOM the definition of on- and off-budget aid to build shared understanding of the definition applied, and what the next steps are to move to increased use of country systems (see also section 4.27).
· To consider continued support by donors to parliamentary scrutiny of the budget.



BUDGET EXECUTION
	4. Aid information for budget execution

	Technical aid information institutional arrangements, including classification, timeliness, data management and so forth


	DATA on AID DISBURSEMENTS

4.1 What data is collected by the country on aid disbursements? Does it cover all donors, all disbursement channels (UCS, managed by donor, third party?) How is this data collected (i.e. does the donor send notification, or does the country keep record i.e. through the Central Bank for UCS, through its line ministries; is it recorded in the AIMS)?
	Monthly updates are provided by donors to MoF/DAD and entered into the AMP – as described in Section 1. It covers all traditional donors resident in Malawi and all disbursement channels. It does not cover emerging donors and/or donors without a resident office in the country.

In addition to the AMP reporting:

· Disbursements deposited in government accounts in the Reserve Bank of Malawi (RBM) are notified to MOF by RBM. The account movements at RBM give information of how the donor financed proportion of the budget is being executed.
· Disbursements deposited in discrete project accounts at RBM and commercial banks are notified to MOF by donors.  Line ministries also receive notification of disbursements from donors.

· Disbursements to NGOs and other implementing third parties are reported through the AMP reporting only.

The AMP information is verified against disbursement notifications received by MOF from RBM and donors. DAD reports that there are rarely discrepancies between RBM’s notification and donors’ reports of disbursements.

	
	4.2 What are the problems with the current system? What works well in it?
	As discussed in previous sections, there are some weaknesses with the aid data provided by donors (timeliness, coverage, accuracy etc.). There are also challenges with keeping track of discrete project accounts at RBM and with commercial banks. 

	
	DATA on USE OF AID (ie spending of disbursements on aid-funded activities)

4.3 Is data collected and centralised (for aid management purposes) on actual use of aid? Is this for all donors, all aid (type and disbursement channel?)? If the country has an AIMS, is this information recorded in the AIMS against initial project information? Frequency of collection?
	The AMP does not record aid expenditure, only aid disbursements. Expenditure of all on-budget resources, including aid that is on-budget, is captured in the IFMIS. See section below on internal fiscal reporting.


	
	4.4 For aid that is disbursed through country systems, is information collected on how much has been used by country institutions? What formats is this information collected in (classification) and is it collated back to donor-provided information? When is this information collected and how?

4.5 Are there some forms of aid (usual list) for which it is more difficult / easier than others? Why? 
4.6 What reports are provided internally on actual use of aid? Is the information in the reports provided in formats that can be related to budget formats (please fill this out only if there are separate reports for aid that flow between line and centre, or between aid management and other government institutions at the centre – aid implementation information as part of budget reporting is covered in the next column)
	MOF/DAD produces quarterly sector disbursement reports and an Annual Aid Atlas. This is produced through the AMP data. The reports are public and are shared with donors. They include information on disbursements by sector and not the use (or expenditure) of aid.


	
	4.7 Have there been any changes in how aid information is managed in country for the aid disbursement, aid implementation phase of the project cycle? What was the catalyst for reform – why was the change made? Did it address the issue? Why, or why not?
	Sector approaches have led to more coordination in information at the sector level on the use of aid funds. For example, the health SWAp has quite detailed information on aid provided to the SWAp as either pooled funding or discrete funds, either on- or off- budget. The catalyst for this reform has been Government’s support for PFM reform, including improving comprehensive reporting and accounting, and donors’ support for SWAps.


	Process institutional arrangements, on country and donor sides
	USING AID INFORMATION IN BUDGET IMPLEMENTATION  DECISIONS 

During the fiscal year, what attention is paid to aid disbursements and the availability of aid money, or actual use of aid money in implementing activities, when 
	

	
	4.8 In the macro-fiscal (including borrowing) monitoring and decisions of the Ministry of Finance (or equivalent).


	Macro-fiscal monitoring and decisions: 

· With the 2011/12 Zero Deficit Budget, no donor-funded project will be mobilised until the resources have been disbursed. Therefore GOM has a clear intent to monitor aid disbursements throughout the year, explaining in the 2011/12 Budget Statement that it has introduced this policy because: 

in the past, when the Budget had been passed, Government would simply go ahead and implement projects believing that all the resources that are backing up those expenditures would come through. But when the resources, especially from Development Partners, were delayed or did not come through, Government would find itself in an awkward situation because by that time it would already have incurred expenditures using borrowed resources which are expensive. In this way, Government ends up with high domestic borrowing stock position or is forced to make unplanned expenditure cuts in other areas. (Ministry of Finance 2011a)

· MOF in-year expenditure reports are produced on a monthly basis and are issued to the Secretary to the Treasury, line ministries and co-operating partners. In addition, Mid Year and the Year End Financial Statements are produced in order to meet the MoF’s requirement to periodically update Government and other stakeholders on the performance of the implementation of the National Budget within the fiscal year. From the 2010/11 financial year a Quarterly Budget Performance Review is now produced which provides a detailed analysis of the revenue generation performance; status of grants and loans and a critical analysis of the expenditures of Government. (PEFA 2011) 
· Budget support impacts on the government’s bottom line and therefore the government monitors and takes into consideration budget support disbursement decisions. The Common Approach to Budget Support (CABS) group conducts bi –annual reviews of the GOM’s performance against agreed Performance Assessment Framework (PAF) targets, as the basis for future disbursements. These reviews also allow for a joint assessment of how CABS funds have been utilised. The achievement of PAF targets triggers the disbursement of aid, while their non-achievement has caused delays or freezes.

· During the fiscal year the Ministry of Finance issues quarterly expenditure ceilings (which take into account ODA that flow through government accounts). The 2011 PEFA describes the process for this:

The management of this process is coordinated by the Cash Management Committee – chaired by the Accountant General and with participation of a number of Directors from the Ministry of Finance as well as the RBM – which meets every two weeks and elaborates proposals for the issuance of funding proposals to be approved by the Secretary to the Treasury. The proposal takes into consideration consolidated expenditure and existing available cash balances in the line ministries and funding requirements for existing debt and considers the need to issue new debt to fund on-going requirements. (PEFA 2011: 38) 

· A debt management strategy is in development according to PEFA 2011 – this may affect how aid is taken into consideration for macro-fiscal decisions.

	
	4.9 The Ministry of Finance releases cash to spending agencies


	This is done within the quarterly expenditure ceilings and on receipt of payment notification from the RBM. MOF uses the IFMIS for this function:

The approved budget is transported from Active Planner to the General Ledger where it is used for monitoring purposes and for budget availability checking prior to the release of funds. (Anderson 2010: 14)

This has improved with establishing a cash flow unit in MOF, a multi-institutional cash flow committee, a cash flow framework and the introduction of spending agency cash flow plans. (Folscher et al 2011: 26)

	
	4.10 Forward cash planning by ministries, departments and agencies?


	As part of the budget submission MDAs must include a cash flow forecast as well as a procurement plan outlining planned tenders and their profiled funding requirements. (PEFA 2011: 38) This will include aid data for aid that is on budget; some MDAs will also include information on extra-budgetary assistance. In theory MDA’s monthly reconciliation statements should take into account aid disbursement and aid expenditure. However, compliance varies across ministries and tends to be patchy:

For Donor Projects within the Budget the Cash Management Division should receive monthly reconciliation statements within 15 days of the month end. A review of the control schedule indicates that at the end of January 2011 that none out of a total of 97 appeared to be up to date with returns. At the end of December and November 20 projects had submitted statements and at the end of October the majority 78 had made their returns. This indicates scope for improvement. Dimension score: D (PEFA 2011: 48)

	
	4.11 Sector desk officers monitor spending in their ministries, departments and agencies and/or considers requests for virement or additional funding from spending agencies

4.12 Line ministry programme officers (or division heads) and financial management officials implement their budgets / spending programmes?
	Line ministries monitor aid flows but how regularly and comprehensively this is followed varies across ministries. The 2010 review of the IFMIS reported that there was room for improvement in particular in the timely recording of aid-financed project expenditures (grants and loans). Sectors have regular (often monthly) meetings of Government-donor working groups to discuss aid implementation performance, and mid-term and annual reviews. For example, the health sector has annual review in September and a mid-term review normally in March.

	
	4.13 Does aid feature on cash flow forecasts / cash draw down schedules? 


	See 4.10.

	
	4.14 Are all aid flows considered in these processes or only some (eg UCS / basket funding etc money)? 

4.15 What are the mechanisms by which information on disbursements and actual use of aid is collected to include in any one or all of these processes? (if not described below as part of internal reporting)
	Aid flows and mechanisms: 

1) Through the IFMIS and parallel ledgers: “MOF uses the IFMIS to monitor expenditure, linking the Treasury with the Reserve Bank of Malawi and line ministries to ensure timely reconciliation of accounts. The Budget Division and DAD are engaged in an effort to integrate donor-funded projects into the IFMIS, which would allow the expenditures under all donor-funded projects to be tracked in the same way as government expenditures. Until then, the MOF still relies on its quarterly M&E exercises to monitor project expenditure rates.” (Global Donor Platform for Rural Development 2011: 48) 

Only aid that is disbursed through the RBM MG1 account is integrated into the IFMIS; other aid managed through individual discrete project accounts (through RBM or commercial banks) is not integrated but is added on as record-keeping to the accounts. This raises challenges as it relies on outside-system reporting. In addition there are limitations to the IFMIS roll-out and functionality, which mean that line ministries do not yet produce their in-year and annual reports through IFMIS.

2) Through the PSIP reporting process: The monitoring of project implementation funded by both government- and donor- finance is conducted by means of annual financial and programmatic reports, compiled by the implementing agency. Focal point officers within line ministries have access to the PSIP database to update their programme or project’s financial details and achievements against their monitoring and evaluation (M&E) indicators on an annual basis. These reports are aggregated and fed into the Annual MGDS reviews. (Global Donor Platform on Rural Development 2011)

3) Through donor-specific arrangements for extra-budgetary assistance: Information on aid expenditure that is defined as extra-budgetary is collected in parallel to government systems, usually according to donors’ specific reporting requirements, and through embedded or stand-alone project implementation units.

	
	RECORDING AID INFORMATION IN THE BUDGET  / FINANCIAL MANAGEMENT SYSTEM

4.16 Does the COA allow for identifying different sources of funds (a fund coding) that allows the identification of a flow as originating from a donor? How sophisticated is this segment?

4.17 Does it allow for the identification of the specific programme/ project?
4.18 Do spending ministries, departments and agencies use the system? 
4.19 Are all aid included, or only UCS?
	The budgetary analytical framework is facilitated by a comprehensive Chart of Accounts which was changed in 2009/10. The COA has a fund coding that allows for identifying different sources of funds, and identification of a flow as originating from a donor. As described in the PEFA 2011 report, in the new COA:

The items and sub-items are common across Government as are many of the programmes and sub-programmes (such as Management Services and Health Services) thus enabling aggregated functional and economic analysis). As part of the budget reform process a new development in 2009/10 was the introduction of a revised list of 19 government programmes that capture the functions of government and replace the previous system based on 51 spending programmes. Spending within votes can be classified according to this new list. The new functional programmes differ from the COFOG standard but the sub-functional structure permits a translation of these using a bridging table to a standard consistent with the COFOG functional classification, thus making the system GFS compliant. (PEFA 2011: 24)

The new COA was rolled out to MDA with the 2011/12 Budget. Only aid that uses country systems is reported with the COA.
(Unable to find out if the COA allow for the identification of the specific programmes/ projects.)


	
	REFLECTING AID INFORMATION IN INTERNAL FISCAL REPORTS

4.20 Are spending ministries, departments and agencies required to report on actual use of aid, internally, against their budgets? For all aid? Where is the limit (UCS and PIUs under their control?) 


	MDAs are required to report on aid expenditure against the budget – on a quarterly and annual basis. However few ministries currently produce these reports and those that do have issues:
The Budget Monitoring Section of the MoF consolidates the data required for production of the monthly in-year expenditure reports. The reports show actual expenditures and revenues compared with approved budgets and they include Payroll data, Other Recurrent Transactions (ORT) and Development Part 2 (funded by GoM). Ideally it would be possible to include Development Part 1 data during the year but as PIUs are outside of the IFMIS system that information is only captured on a quarterly and annual basis. It is estimated that 70 per cent of projects are captured at the quarterly reporting stage although by the end of year reporting 100 per cent are included. (PEFA 2011: 49, bold added)

There is some evidence to suggest that as much as 50% grant-financed project expenditure may not be included in the fiscal reports. (PEFA  2011: 26, bold added)
In sum, expenditure data is less accessible than collecting data on aid disbursements. Donor-funded projects are not yet fully integrated into the IFMIS, which would allow the expenditures under all donor-funded projects to be tracked in the same way as government expenditures. Meanwhile the quarterly monitoring exercises are undermined by a high rate of non-response from development partners and project managers. (Global Donor Platform for Rural Development 2011: 48)
However, this is recognised by GOM as an issue, and overall the direction is a positive one according to the 2011 PEFA: 

the in year reporting on budget execution is showing some improvements in timeliness and, as IFMIS is further rolled out, in data integrity and completeness. This has the potential to continue to improve. (PEFA 2011: 12)

SWAp agreements between ministries and donors tend to include provisions for strengthening the internal fiscal reporting, paying more attention to aid (both on and off budget). Rather than operating in parallel to government systems, the idea is that these donor-supported practices within the SWAp structures will support strengthening of government systems. One example is the education SWAp:

· MOEST produces quarterly monitoring reports and consolidated statement of receipts and payments. The annual statement for FY2010/11 includes:

resource allocation from:
· Government

· SWAp pool partners (DFID, WB, acting on behalf of FTI; KfW; UNICEF)

· discretely funded project arrangements involving GOM bank accounts (DFID, WB, AfDB, UNICEF)

· some direct payments by DPs which do not pass through the GOM bank account (AfDB)

· below the line note on: discretely-funded project arrangements which do not involve GOM bank accounts (CIDA, DFID, GIZ, ICEIDA, JICA, KfW, China, UNICEF, UNESCO, USAID, WB, WFP)
payments made disaggregated into:

· personal emoluments; other recurrent transactions; development

· payments through MG1; payments via other GOM accounts; payments by third parties

· A mid-year budget workshop is held in line with the consolidated budget calendar. The Signatories jointly review the proposed work plan and draft budget for the next financial year and review expenditure during the first half of the financial years against the previous annual programme of work and budget. (Education JFA 2010)
· The unaudited accounts are reviewed by pool partners within three months of the close of the financial year.



	
	4.21 Does the central aid management unit report internally to the budget office/expenditure management / treasury on aid disbursements and use for internal central budget management purposes? 
	Yes: 

· DAD officer compiles monthly disbursement summary and data is sent to Economic Affairs and Budgets Division, as well as Accountant General Dept.

· DAD’s Planning and Information unit issues monthly consolidated reports on debt service and debt stock which are utilised by the Cash Management Committee. (PEFA 2011: 40)

· DAD produces quarterly and annual monitoring reports on aid flows.  



	
	4.22 What changes have been made in these systems over the last five years? Why? Were they effective? Why or why not?
	The main change has been the introduction of the IFMIS in 2005 and subsequent roll-out, capacity building etc. A 2007 IMF Fiscal Affairs Department assessment of the IFMIS concluded that  it was an impressive achievement particularly when viewed against similar international experience (Anderson 2010: 7) while a 2009 review found that it had: improved expenditure management; improved budget formulation & execution; improved efficiency of budget data; enabled centralized payments, resulting in Improved credibility with suppliers and improved payment efficiency; enabled move towards Treasury Single Account, contributing to: improved cash management & savings, reduction in bank accounts, improved timeliness of bank reconciliation.(ibid.: 8)

The 2010 review concluded that it was operating as a relatively successful central payments system but had yet to become a reliable source for financial reports with deficiencies less related to shortfalls in IFMIS functionality, and mostly attributable to gaps in the coverage of financial transactions and timing delays for particular types of transactions (notably: revenues; debt servicing; and project expenditures). (Ibid: 5) As it stands, IFMIS reports on expenditures are not yet fully integrated in ministry processes. Reasons for this include:

· lack of financial management training and experience on the part of non-financial managers, and resulting lack of demand for financial reports

· poor reliability of IFMIS data with errors in budget amounts and funding

· report designs tend not to be very user-friendly: it is time-consuming for accountants to produce separate reports for each ministry, so department/cost-centre manager are each sent a 500 page report covering the whole ministry.

(feedback from education sector)

Other changes include that some ministries now provide more comprehensive reports than others under SWAp arrangements – see section 4.20 above.
Also, Malawi is adopting IPSAS for financial statement: “From the financial year 2010/11 cash based IPSAS will be applied in the Financial Statements. Initially, the statements will be compliant with the mandatory disclosures although by the following year 2011/12 it is intended that the statements will meet all mandatory and discretionary disclosures. The Accountant General’s Department Work Plan for 2010/11 clearly indicates the activities required for migration to 100% conformity to IPSAS accounting procedures”. (PEFA 2011: 51)

	Incentives , on country, donor and implementation agency actors
	Similar to the phases above, please research or think about based on collected data, what the incentives are for the following groups to provide / collect /publish (or submit to parliament) Information on disbursements and actual use of aid against the budget.
4.23 Donors / donor officials at country level
	· Bilateral and multilateral donors have prioritised supporting Malawi’s PFM reform programme, having established that improvements can be made in the efficiency and effectiveness of the budget management and allocations; a central part of this reform agenda is increasing the transparency and accountability of government’s expenditure. Therefore donors have a strong incentive to support GOM in collecting and publishing information on disbursements and use of aid against the budget. 

· Donors will also be incentivised to be able to provide reports to their domestic constituencies on how aid in Malawi is allocated and spent, in particular in these times of austerity when donors’ own budgets are under close scrutiny.

· Some donors may have institutional constraints to provide timely, accurate, useful information on their disbursements e.g. if they have a different financial year.
· Some donors are not actively involved in either the PFM agenda or the aid effectiveness agenda (in particular emerging donors) and may not be incentivised to provide GoM with their disbursement information.

	
	4.24 Programme managers in spending agencies 

4.25 Financial managers and central management in spending agencies
	· They have incentives to be on top of the programme expenditure information in order to maintain smooth management, including cash flow and allocation/virement decisions.

· They also have incentives to please the financing donors and provide regular, comprehensive expenditure analyses, in particular if donors have made expenditure reporting a condition of their support. 

· Back in 2004 there were some reports of IFMIS being resented for removing discretionary power to reallocate resources (Rakner et al 2004: 15); hence the slow progress in implementing the IFMIS.

	
	4.26 Central ministry of finance
	· MOF has the legal requirement to report on ODA as set out in the Public Financial Management Act 2003. It is incentivised to take account of aid in cash flow management, with the strengthening of its structural arrangements and procedures in this area.
· Adoption of the IPSAS should encourage more robust data (in DAD) and structured reporting in the Financial Statements. IPSAS includes the following mandatory and optional disclosures:
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Box 3: IPSAS ED 32 mandatory and optional disclosures
Mandatory disclosures
196  show separately total external assistance received in cash
197  show [aidin kind] i.c. payments made on government's behalf by a third party
198  break down by different providers
199  show grants and loans separately
1916  show separately the undrawn balance of (a) loans \and (b) grants
1918 ifreporting receipt of goods or services in kind, disclose the basis of evaluation
1920  disclosure of debt rescheduled or cancelled
where non-compliance with conditions etc has led to cancellation of loans, grants or
‘guarantees, explain the condition and the non-compliance
Optional ("encouraged") disclosures
2160  show purposes for which aid was received
2165  for undrawn aid, provide notes as to (a) providers, (b) purposes, (<) changes in amounts
2173 information concerning third party guarantees
2176  [moreon19.22]
2180  sepayment terms and conditions on external debt

1922

disclose separately in the notes to financial statements the value of external assistance
received in the form of goods and services.

Sonrce: International Public Sector Accounting Standards Board, 2006,

2185

& 28.  The ED 32 was released November 2006 for comment by end of March 2007 (later extended to

the end of April 2007). Field tests of ED 32 have been completed by Ghana, Uganda and Nigeria





As cited in Carter 2008.

	FINDINGS on AID INFORMATION IN BUDGET EXECUTION
	4.27 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information in budget execution and fiscal reporting? What do you think are the implications for international IATI Standards? How much can alignment of aid information for country budget execution purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure that budget execution is better informed by information on aid flows, and external accountability enhanced?
	Emerging good practices

· The in-year reporting on budget execution is showing some improvements in timeliness and, as IFMIS is further rolled out, in data integrity and completeness. This has the potential to continue to improve. (PEFA 2011: 12)
· The reports on aid disbursements and expenditures are improving through the DAD managed AMP reporting process; useful analyses of aid through DAD’s Aid Atlas and quarterly sector disbursement reports, and through MOF’s quarterly budget performance reports. The Aid Atlas is greatly valued by donors; opportunities to further improve it include: analysis of aid as a part of budgetary resources, alongside government finances allocated to a sector; giving more prominent and easier access to the Aid Atlas on the ministry’s website; issuing the Aid Atlas more promptly (for example, the 2011/12 Aid Atlas is not yet published.
Blockages

· The current uncertain environment between government and donors may detract from progressing with PFM reforms in general and with the integration of aid information on budget in particular, especially as aid projections become more uncertain.
· The Government’s policy is to move donors over to providing aid that uses country systems, i.e. disbursing through RBM MG account 1. According to MOF donors’ reaction to this is mixed: some donors are willing and others identify some changes that need to be made first including: 
1) (as reported by the Budget Division) gaps in the IFMIS to be fixed first. One gap is that IFMIS is not fully rolled out to district councils so there is a proportion of monies spent that is not reported on the IFMIS. MOF’s intent is to roll this out in 2013. In addition, for donors to use the IFMIS, their individual reporting requirements have to be taken into account so that the IFMIS can be configured to allow reporting according to donor requirements. This could be seen as alternatively as strengthening the government system and/or adding on extra requirements to the government system. 
2) more generally, the donor perception is that country systems need strengthening before they can be used. The OECD Paris Declaration 2011 Survey found that while there had been an increase in using country systems in recent years, the increase reflects almost entirely the increasing use of general budget support and pooled sector support (which in aggregate increased from 32% of total ODA to government sector in 2005 to 42% in 2007 to 51% in 2010) while for direct project there has been no improvement in the use of country systems, with a small fraction of it passing through the reserve bank. The Survey report concludes that the lesson for recipient governments may be that in order to encourage a greater use of country systems, recipients must create the institutional structures and accountability mechanisms necessary for donors to feel comfortable depositing funds into government’s central payment systems. (OECD 2011: 9)
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Source: OECD 2011: 9.

· An earlier 2004 report found that the budget process was a theatre that masked the real distribution and spending with the budget process providing no realistic estimate of revenue or spending (Rakner et al 2004). Matters have improved somewhat since then, but there is still a concerning low level of budget credibility: During the last three years there have been significant in-year resource reallocations which have tended to undermine to some extent the GoM's ability to use the budget as a strategic resource allocation mechanism. (PEFA 2011) If budget documents and decision-making process is weakly linked to real resource allocations and expenditures, then this is a serious block for improving the integration of aid with the budget process.
· There is still room for improving 1) the AMP data in terms of its quality, coverage of donors, timeliness by donors, future projections; 2) linking AMP with the IFMIS. On the latter point, MOF plans to establish this link (it has been planned since at least 2010). A scoping study on interfacing AMP to other systems including IFMIS is an option, but this is still at preliminary stages and not yet being undertaken. Given that the IFMIS roll out is still not complete, there will have to be prioritisation and sequencing of reforms; DAD remains unsure as to whether prioritising an AMP-IFMIS is premature. The scoping study could outline future plan for such reforms in line with broader PFEM action plan. It is clear how AMP data could be linked to the budget function of IFMIS; it is less clear how data from IFMIS can be linked back to AMP, as AMP does not for the time being report on expenditure. The AMP is a historical database. It is not transaction oriented, and it does not go to the level of expenditure. The AMP-IFMIS link could also be explored for release of funds, in order to create process for systematic cross-checking of data.
Implications for international IATI standards

See section 2.44. 

Guidance to government and donors

· Following commitments at Busan to use country systems as their default approach (Busan Outcome Document 2011; para 19a), donors not using country systems in Malawi could review the current practice, and identify jointly with GOM next steps to strengthening and using country systems.
· Government and donors could continue to progress with existing SWAps and identify new sectors where SWAps can be developed. 

· Within existing SWAps, government and donor could review how many extra reporting and auditing requirements are stipulated by donors, and how these can be streamlined.

· Government and donors could continue efforts to integrate donor-funded projects into the IFMIS, which would allow the expenditures under all donor-funded projects to be tracked in the same way as government expenditures. 


EX POST OVERSIGHT
	5. Aid information for ex-post oversight

	Technical aid information institutional arrangements, including classification, timeliness, data management and so forth
	INFORMATION ON DISBURSEMENTS and ACTUAL USE OF AID FOR PARLIAMENTARY OVERSIGHT

5.1 Does parliament receive any information on the actual use of aid, from the aid management side?

Is this for all aid (all disbursement channels, all donors, all flows, all management mechanisms)? 

In what format is the information provided (how is it classified and grouped)?

How is the information collected?

What non-financial information is provided?

How is the information provided? Is it ad hoc on request, or a regular report?
	Parliament has received presentations by MOF/DAD of the Aid Atlas which includes analysis of type and management of aid, using the aid data collected in the AMP. This covers all aid, with less information on non-traditional donors and aid that does not use country systems. These have been one-off presentations. Parliament also will receive the annual Aid Atlas. 

Parliament would also have access to the publicly available quarterly aid disbursements sector report, again produced by DAD from the AMP data.



	
	AID INFORMATION IN FISCAL REPORTS SUBMITTED TO PARLIAMENT / PUBLISHED

5.2 What aid information is included against budget reporting in in-year and year-end published fiscal reports, or reports submitted to parliament?
	In-year and year-end MOF fiscal reports include data for on-budget grants and loans, comparing expenditure against budget. According to the 2011 PEFA the end year report will include 100% projects financing Development Part 1. 
The Consolidated Annual Appropriation Account is available to Parliament: Volume 1 contains the consolidated balance sheet and summaries of consolidated statements by Vote while Volume 2 contains detailed financial statements with transactions up to sub-item level. Volume 2 should enable Parliament to view sources of finance by donor. This cannot be verified as Volume 2 was not made available to the 2011 PEFA assessment.  (PEFA 2011: 50)

	
	5.3 Have there been any changes to what aid information is provided to parliament in the last five years? If changes, what catalysed them? Were they effective? Why or why not?

PLEASE NOTE FOR ALL REPORTS / INFORMATION SUBMITTED TO PARLIAMENT WHETHER THAT MEANS IT IS PUBLIC. IF NOT, WHAT IS MADE PUBLIC?
	Aid information to Parliament has improved as MOF’s overall information systems have improved (in particular with introduction of the IFMIS and AMP), and as the NAO has improved its performance and caught up on a large backlog of outstanding audits. There has also been support to improving the timeliness, coverage and quality of audit reports through SWAp arrangements. For example, the Education Joint Financing Arrangement includes the stipulation for audited accounts for the same year, signed by the National Audit Office, to be submitted within six months of the close of the year, and in no case later than two weeks before the budget workshop meeting. (Education JFA 2010)

The 2004 Budget as Theatre report found that the catalyst was donor support for committee meetings and technical assistance that transformed Parliament but concluded that it had not produced a comprehensive, Malawi-owned programme beyond various donors’ agenda. Committees that donors did not fund, did not meet, while donor-provided researchers took the place of committee own staff, with unclear lines of authority. (Rakner et al 2004; 10)

According to PEFA 2011 there has been substantial progress on making reports available to the public using a variety of media (newspapers, radio, television, bookshops, internet) to dissemination important financial information in English and Chichewa, and with budget documents including the Mid Year Review distributed to NGOs, universities, public libraries and Malawi’s development partners. However, annual financial statements and external audit reports are not made publicly available.
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Types of Information

Means of Availability

Annual Budget Documentation when submitted
to legislature

Yes — Budget documentation is made available
by the Ministry of Finance on the day of the
budget and can be obtained through government
bookshops

Tn-year budget execution reports within 1 month
of completion

Yes — made available through the press and
online

Year-end financial statements within 6 months of
completed audit

No - although the annual financial statements
were completed on time by 30 October 2010,
audited by 31 December 2010 and have now
been tabled in the National Assembly, there is
as yet no sign of them in the public domain
inciuding on the MoF or NAO websites.

External audit reports within 6 months of

completed audit

No — the NAO has been catching up on a large
backlog of outstanding audits but its reports are
not yet public

Contract Awards with value above approximately
USD 100,000 at leas quarterly

No

Resources available to primary service units
publicised at least quarterly or available on
request in at least two sectors

No, though at District Assembly may still be
practice to post such information on public
notice boards.

Indicator

Score

Explanation

PI-10 Public access to key fiscal
information

M1 scoring method

Number of elements listed regarding
public access to information that is
fulfiled.

The government makes available
2 of the 6 listed types of
information.





(PEFA 2011: 30)

	Process institutional arrangements, on country and donor sides
	PARLIAMENTARY PROCESSES AND INSTITUTONS
5.4 Does parliament look at the implementation of aid activities (i.e. information on aid disbursements and actual use of aid) when it considers fiscal reports?
	Yes, through the DAD AMP reports on disbursements and the MOF reports on expenditure.


	
	5.5 Does parliament have specific institutions to consider aid flows ex post (ie separate from budget monitoring and oversight activities)? What are the processes and institutions? Are they routinized or ad hoc?
	No separate institutions for considering aid.  Government, public and donors can make ad hoc demands for the NAO to undertake audits not originally planned for (PEFA 2011: 53) but examples of this being done for aid flows are not known. On the basis of evidence of the 2004 Auditor’s Report to Parliament (the most up-to-date report available on the NAO website) t is thought that NAO does audit Part 1 (financed by DPs) routinely as part of its Annual Financial Statement.


	
	5.6 Do parliamentary researchers ever engage with aid issues? Are any hearings held on aid issues?
	It is not known if parliamentary researchers ever engage with aid issues. It is not known if hearings have been held specifically on aid issues. Also see answer below on PAC hearings.

	
	5.7 Does the public accounts committee (or equivalent discharge institution in Francophone countries) get to see audit reports (financial reports in Francophone) on UCS non-budget support flows? Are these reports considered together with audit reports on own expenditure?

Do portfolio / sector committees see audit reports on non-budget support UCS flows?
	The PAC will see audit reports on non-budget support flows that use country systems. These reports are considered together with audit reports on own expenditure. The PEFA reported that there is evidence that the PAC conducts hearings and that controlling officers and others are required to attend:

In the PAC Report which examines the Auditor General’s Report of the years ended 30th. June 2005, 2006, 2007 there is reference to a total of six weeks hearings during which approximately 150 controlling officers or their representatives spanning 21 ministries or departments attended before the Committee to present oral evidence arising from written submissions made. 
These hearings will have included scrutiny of any issues of aid programmes/projects that use country systems.

It is not known if sector committees see these audit reports.


	
	5.8 Have there been any changes in Parliament practice around ex post oversight of aid in the last five years. Why? Were these successful? Why, or why not?
	Previously parliament practice for the ex post oversight of aid was weak:

Audit reports were often late, due to late receipt of financial statements (HIPC 2001 and World Bank 2003). The National Audit Office was faced with significant staffing problems. It was not sufficiently independent, both on account of its connection to the Ministry of Finance (it submitted its report to the MoF, not directly to Parliament, and received its budget from the Ministry), but also because the Auditor General and senior staff sat on the boards of 17 statutory bodies, with a supervisory mandate. The NAO made limited use of computer facilities: staff was poorly prepared to undertake audits in an increasingly electronic environment. The committees of parliament were not effective in providing oversight. Budget and finance committee mandate unclear and the PAC not effective in censuring members of the executive (World Bank 2003). (Fölscher et al 2011)
NAO audit and PAC scrutiny has been characterised by periods when there was no public scrutiny followed by intense activity to clear backlog which is not best practice. (PEFA 2011: 53) The situation improved when the Auditor General’s position which had remained vacant for more than two years was filled in May 2008. This enabled the retrospective certification of the accounts audited during that period and the clearance of the backlog which comprised the audited accounts for six years from 2004/05 to the current date of 2009/10. (PEFA 2011: 53) 
The 2011 Evaluation of PFM reforms identified a number of outputs for improving external audit including:

· Enactment of a new Public Audit Act (2003), establishing functions and powers of Auditor General (GoM, World Bank).

· Modernisation of audit methodology (World Bank, EC, Norad) and issuing of a Regularity Audit Manual (approved in 2011) (GoM, Norad).

· The development of performance audit capacity (at the time of the fieldwork the first three performance audits were being finalised) (GoM, Norad).

· Backlog of audit reports cleared and timely submission of AGs report for 2009/10 (GoM, Norad).

· Establishment of a secretariat function for legislature committees, revitalised committee system. Review of 2009/10 audited financial statements within 9 months of year end (GoM, MCC, Norad, Cida).

· Legislative follow-up on audit recommendations activated through issuance of Treasury Minutes that detail actions to be taken, but these Minutes are not yet issued on a timely and regular basis (GoM, World Bank).

The catalyst for these changes include donor support, with some external audit outputs related to budget support performance assessment frameworks, such as progress in external audit reform and timely provision of public accounts) and also domestic push for reform driven by the 2004 political changes. (Fölscher et al 2011)

However, the PEFA 2011 report found that the PFM cluster that showed the greatest deterioration in the second period as a percentage of scores that could deteriorate, was the External Audit and Oversight cluster, on account of a deterioration in the parliamentary oversight scores. (Fölscher et al 2011: 39) The Evaluation of PFM Reforms found that this deterioration was due to:
The deterioration in control, oversight and accountability in the second period occurred particularly in the quality of fiscal information, procurement, internal audit and scrutiny of audited financial statements indicators, which aligns with the findings in this evaluation regarding the lack of clear political commitment to these reforms and the effects of reduced donor financing due to the close of the Financial Management, Transparency and Accountability programme (FIMTAP). 

While PAC issues its reports, the delay in hearings many years after the events being scrutinised limits their relevance; in addition the records of follow up of audit issues are scarce and Treasury Minutes recording follow-up of outstanding issues are not issues on a regular and timely basis. Therefore for the PEFA indicators P1-28 Legislative scrutiny of audit reports – issuance of recommended actions by the legislature and implemented by the executive, the assessment found that there was no evidence o recommended actions being issued and no credible evidence of implementation of previous recommendations by the executive (PEFA 2011: 56)

	Incentives , on country, donor and implementation agency actors
	As in phases above, please research or provide your thoughts based on your data what the incentives are 

5.9 For donors to want ex post oversight by country parliament / citizens on how ODA is actually used (think who benefits).
	Some donors have prioritised supporting improved transparency of aid information to country citizens, in order to enhance accountability and impact of aid.

	
	5.10 For Parliaments (MPs, committees, researchers) to want to engage with aid information ex post
	Parliamentarians may be incentivised by donor support (for example the PAC receives capacity building from Norway), and the improved information on aid received. Parliamentarians may be constrained by: weak capacity, poor facilities and little support (technical, financial); bulky and detailed budget reports that are complex to scrutinise. See section 3.11 for further information on obstacles to Parliament’s effective oversight.

	
	5.11 For ministries to provide information on actual aid flows and usage to parliament
	No information obtained.

	
	5.12 For the central finance ministry (budget, expenditure management) to provide this information against actual budget information
	The incentives for MOF to provide aid information against the budget, is influenced by the overall operating environment. The 2011 Evaluation of PFM Reforms sums up the drivers behind improved audit and parliamentary oversight:

The prevailing political situation before 2009 – when the President’s newly formed party was the minority in parliament – gave weight to parliamentary and civil society demands for appointing an Auditor General and clearing the backlog in the submission of audited financial statements to parliament. [In addition it] … was a condition of budget support operations … (…. a missed benchmark in several CABS reviews). …  However, in the absence of donor support to clearing the backlog, it is not clear that it would have been done by mid-2011, given that the ruling party majority in Parliament since 2009 would have diminished the incentive to provide the additional resources to clear the audit backlog.  Certainly, the development of some IT and performance auditing capacity and the modernisation of audit methodologies would have taken a whole lot longer to be in place. (Fölscher et al)

	
	5.13 For the aid management unit to provide information on actual aid flows, use.
	MOF/DAD is transparent with the AMP aid data and has invested in providing briefings to Parliamentarians. It is was not possible to ascertain how regular these have been and what plans there are to continue these in the future. 

	FINDINGS on AID INFORMATION IN BUDGET OVERSIGHT
	5.14 Across the descriptions and analysis above, what are emerging good practices, blockages to effective use and reflection of aid information for budget oversight purposes (external to the executive)? What do you think are the implications for international IATI Standards? How much can alignment of aid information for country ex post oversight of the budget purposes depend on country-level processes? What guidance can be provided to donors on practical steps to ensure better alignment with country budgets for this purpose?
	There are emerging good practices in parliamentary oversight of aid flows, as described in the other sections of this part of the report. However there remain many blockages to effective parliamentary oversight of the whole budget, including aid flows. The 2011 PEFA identified the following constraints:
· “Transparency and accountability in budget process affected by poor capacity in parliament and public to engage on budget issues and secretive processes of parliamentary review of government spending, even if the public accounts committee (PAC) succeeded to some degree to make these records public. 

· Although the National Assembly has benefitted from improved facilities with the completion of the new Parliament Building in 2010, some barriers to the independent operation of the PAC and other committees do still remain. In particular, lack of funds was as a reason for scrutiny meetings planned for January 2011 being postponed with the resultant impact on timeliness and quality of the PAC’s work. 
· However, the combined scrutiny of three years which date back up to five years inevitably impacts on the quality and the meaningfulness of the meetings held. Reference is made to controlling officers’ delays in responses to PAC arising because some of the evidence required is up to ten years old.

· Under the Public Audit Act, 2003, Public Accounts Committee (PAC) meetings are open, but in practice it seems that committee members do not invite the public to attend. This reduces the transparency of their scrutiny and the public accountability of the Executive.  
· There is a conflict between the Constitution and the Act. The Constitution (section 184(2)) requires the Auditor General to submit his reports through the Minister of Finance whereas Section 15 of the PAA stipulates that the reporting should be to the National Assembly through the President and the Speaker. This was last formally reviewed and reported in 2007 as part of a wider Constitutional Review; the conclusion was to retain the current system. This contravenes best international practice in terms of Auditor General Independence and it means the Malawi does not meet international standards in this respect, and also in terms of the NAO’s funding.” (PEFA 2011)

Implications for IATI standards and guidance to donors: please see section 3.15
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� This matrix was completed over 9 days during February, March and April 2012 by Rebecca Carter. A draft version of 24 March 2012 was reviewed by the study team leader Alta Fölscher and shared for comment with the Government of Malawi and donor agencies. Useful feedback was received which has been incorporated into this final version. Any errors, omissions and views in the report are the responsibility of the author alone.





Page 1 of 61

_1404164222.unknown

_1404164223.unknown

_1404164220.unknown

_1404164221.unknown

_1404164219.unknown

