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PCR EVALUATION NOTE 

MALAWI: STRUCTURAL ADJUSTMENT LOAN 

 
1. THE PROGRAM 

 
Appraisal Date September 

1997 

Loan # 2100150000681 Loan Amount 

(UA million) 

15.0 

Approval Date 15 December, 

1998 

Loan Signature 

Date 

13 January 1999 Project 

Completion 

Date 

March 

2001 

Loan 

Effectiveness 

Date 

24 March 1999   PCR Date 17 July, 

2006 

Source: Bank Staff PCR 

 

1. 1. Objectives 

1.1..1.  The program’s principal development objectives included i) achieving sustained 

and high real economic growth, consistent with poverty alleviation; ii) maintaining 

relative price stability; and iii) attaining a viable medium-term balance of payments 

position. Program specific objectives aimed at undertaking; a) fiscal reforms; b)  financial 

and banking reforms; c)  parastatal reform and privatization; d)  social sector reform; e) s 

agricultural and land sector reforms;  and f) infrastructure development.   

 

The quantified macro-economic targets aimed at achieving  an annul real GDP growth 

rate of 6.5%; reducing inflation to 5% (by end 1999) and maintaining foreign exchange 

reserves equivalent  to 4.5 months of import cover. 

 

1.2. Program Components 

1.2.1.The Program was designed with numerous components of wide-ranging policy, 

economic and social reforms.  These were defined in the following broad categories: 

Fiscal Reform; ii) Financial and Banking Reform; iii) Civil Service Reform; iv) Parastatal 

Reform and Privatization; v) Social Sector Reform (Education and Health); vi) 

Agricultural and Land Sector Reforms; and vii) Infrastructure. 

 

1.3. Program Results (Outputs and Outcomes) 

1.3.1. The program’s results were, on the whole, considered as unsatisfactory, 

particularly following the failure of the second tranche to materialize when the borrower 

was unable to meet conditions precedent and resulted in the cancellation of the remaining 

facility through mutual agreement between the Bank and the Borrower. Not only were 

stated development objectives not realized but various program specific objectives and 

macro-targets set failed to materialize, in large measure. The results of the program were 

analyzed in the PCR. The resulting outputs and outcomes are summarized below.  

 

i) Growth and Poverty Reduction: As indicated in the PCR’s Matrix Table, appraisal 

growth and inflation targets (of 6.5 % and 5.0%, respectively)  were not achieved. 
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Available social sector data show that effects on poverty reduction have been negligible 

or minimal
1
.   

 

ii) Fiscal Reform: Public financial management in Malawi continues to be weak, despite 

implementation of various measures: i) incorporation into the 2004-5 budget of public 

sector investment expenditure (PSIP) within the context of MTEF; ii) integration of . 

capital and recurrent budgeting in the budget format with effect from 1998/99; iii) 

enhancement of revenue generation through the introduction of the value added tax 

(VAT) and the establishment of Malawi Revenue Authority in February 2000. 

 

iii) Financial and Banking Sector Reforms: Measures initiated in this area but not 

completed  included:  deregulating of the banking sector; ii) privatization of the 

Commercial Bank of Malawi, iii) divestiture of Government shareholdings and their 

floatation on the Malawi Stock Exchange.  

 

iv) Civil Service Reforms: Only limited reforms were initiated and the impact on civil 

service efficiency and payroll reduction remains marginal, if any. Measures taken to 

streamline the civil service included: i) reduction of the size of the cabinet and ii)  

relocation of civil service personnel through decentralization of ministries.   

 

v) Parastatal Reform and Privatization:  During the period 1999-2006, 44 SOEs were 

privatized or liquidated while 12 were still being prepared for sale and 20 others were 

undergoing the process of privatization.  The restructuring of Air Malawi was undertaken 

in fulfillment of a condition precedent to the second tranche release. 

 

vi) Social Sector Reforms: Reforms undertaken in the social sector included 

decentralization, which is more advanced in the health sector (Ministry of Health) than in 

the education sector (Ministry of Education). Financing of recurrent expenditures for 

drugs and medical supplies increased but tended to fluctuate.  Studies on cost 

effectiveness in the delivery of social services (particularly in education and health 

sectors), sector manpower needs and recurrent cost financing requirements were yet to be 

finalized. With regard to decentralization, the reform effort was not completed and is  on-

going.  

 

vii) Agricultural Sector and Land Policy Reform: The results envisaged in this area   

included the adoption by the government of a new land policy. Although the land bill was 

prepared, enactment by the National Assembly, which was a condition precedent under 

the second tranche, did not materialize.  

 

viii) Infrastructure Sector Reform:  Expected results were those associated with public 

utilities (mainly water supply, power and transport), in the form of Government policy 

for infrastructure sector service delivery. The development of government policy in this 

regard has not been completed. 

                                                 
1 Real Annual GDP growth has consistently fallen below the appraisal target of 6.5% (3.5% in 1999, 0.8% in 2000 

and3.2% in 2001, resulting in an average for the period of only 0.4%) The average annual rae of inflation during the 

corresponding period was a high 32.3% compared to appraisal target of 5%) 
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Program Financing:  

1.4...The total actual financing granted by the ADF was in the mount of UA10.0 million, 

having been scaled down from UA 26.0 million. The original loan was approved on 15 

December 1998 and became effective on 24 March 1999.  Two tranches under the facility 

were disbursed in March 1999.  The total amount disbursed was UA 10 million, 

representing a disbursement rate of 66.7%; the remaining unused balance of UA 5.0 

million was cancelled.  

 
2. PCR CONCLUSIONS AND PEFORMANCE RATINGS 

 

2.1. Conclusions 

2.1.1. The Program failed to achieve the bulk of results envisaged at appraisal and was 

rightly assessed by the PCR as unsatisfactory. Although 66% of loan approval was 

disbursed, implementation results remained far less proportional to the share of the 

disbursed amount of the approved facility.  Overall, since none of the components 

designed under the SAP was implemented, the PCR reached a reasonable conclusion by 

stating that the program had only a marginal impact, if any, during its implementation 

timeframe.  The 6-year delay (January 2001-January 2006) in the preparation of the PCR 

was a serious issue since the lessons of the program’s failure could not be drawn upon in 

a timely manner for application in designing similar reform programs contemplated for 

other countries. 

 

2.2.Performance Ratings: 

2.2.1. It would appear that the classic Annexes for performance ratings were not completed for  

Bank Staff PCR although the Annexes were included  in the Borrower’s PCR attached to the 

Bank’s report. Hence, the Borrower’s Annexes have been used as proxy in the assessment of 

ratings for Program implementation, Bank’s performance and Program Results/Outcomes. 

 

i) Implementation Performance: An overall rating of 1.3 (unsatisfactory) was accorded to 

implementation performance. For a quick disbursing policy based lending, a 12-moth delay and 

undisbursed resources to the tune of 34% were so significant that implementation performance 

was nothing but unsatisfactory.  Since changes were made to lengthen timing for fulfillment of 

conditions precedent and to modify the program’s cost structure by mutual agreement to cancel 

the second tranche release in view of foreseen difficulties in meeting the conditions prescribed 

(VAT and land tenure legislation) the unsatisfactory score accorded to compliance with 

conditions and cost structure are too punitive. 

 

ii) Bank’s Performance:  

a) The performance of the Bank was accorded an average rating of 2.0, reflecting satisfactory 

performance. The ratings for preparation and appraisal were incorrectly combined, and yet they 

are conventionally separate and distinct project cycle activities and are essentially distinct tasks 

for the Borrower and the Bank, respectively. Although it is stated in the PCR that no formal 

identification was carried out by the Bank for the program, it is not necessary to undertake or 

participate in a formal identification mission to identify a project or program operation. Thus, an 

operation that has been identified indirectly through a co-financier or a development partner is as 

good as one identified directly by the Bank and can be entered into the project/program pipeline.   
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b) Major deficiencies identified by the PCR in the program’s appraisal included the lack of 

adequate risk analysis and failure to identify measures needed to address potential risks 

associated with the program. With regard to supervision, the PCR states that this function was 

carried out satisfactorily, as reflected in the frequency, duration and the quality of staff skill 

composition and the fact that a mid-term review of the project/program was undertaken, as 

expected. In this connection, it is worth stating that what is even more important is the ability of 

such missions to identify implementation shortcomings and propose viable corrective actions or 

remedies.  The PCR would have conveyed a more powerful message with an illustration of how 

problems were promptly flagged out and appropriately and speedily remedied. According a 

satisfactory rating for supervision is inconsistent with the fact that implementation performance 

was in fact, unsatisfactory. 

 

iii) Project/program Results or Outcomes: The PCR assigned an overall rating of 1.35, signifying 

unsatisfactory Program outcomes.   

 

a) The relevance and achievement of objectives: This indicator was assigned an average score of 

1.3 points.  Most indicators scored 1.0, while physical outputs scored 2.0.  The program’s 

relevance in terms of its consistency with Bank strategy and country development priorities is 

considered satisfactory; the ratings of 1.0 accorded by the PCR seem to be unduly low and do not 

reflect this fact. Taking this into account, the overall rating has been revised to 2.5.  

Environmental and private sector development were not considered as constituting relevant issues 

under the program. The argument made here is not tenable, since reforms under SAL are wide-

ranging in nature, to the extent that environmental and private sector development implications 

cannot be avoided as they are invariably addressed. 

 

 b) Institutional development:  This indicator was rated unsatisfactory, with a performance score 

of 1.0. The Program was assessed by the PCR as not having any major impact on the borrower’s 

institutional framework or its financial management and management information system 

capacities.  

 

c) Sustainability: The PCR awarded this indicator the highest rating (of 1.8 points) in outcome 

performance.  Since the bulk of outcomes expected were not realized, there were no significant 

results to be sustained. Similarly, since most inputs associated with quick disbursing loans tend to 

be of short term nature, there were few inputs with the exceptions of physical assets acquired 

under the program that needed to be sustained. Accordingly the rating given is high and is 

reduced to 1.0 

 

3. LESSONS LEARNED 

 

3.1. The PCR adequately identified some useful lessons emerging from the reform program. 

However, these lessons were, in most cases, not elaborated in a form to ensure general 

applicability and replicability. Accordingly, they have been re-articulated as presented below 

(paras.  i to vi). The PCR made an important and pertinent conclusion which is better 

characterized as a useful lesson for possible replication, and is presented as item vi) below. 

 

i) Extensive macroeconomic and sector analytical work as well as coordination among various 

stakeholders were considered a prerequisite to successful implementation of such programmes;   

full compliance with conditions precedent does not guarantee satisfactory implementation.  More 

flexibility should be exercised in the course of implementation when conditions are too difficult 

to meet within the program’s life cycle. 
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ii) It is important that programme implementation risks should be identified and appropriate 

mitigation risks proposed to address such risks.  If this had been done, the PCR argues, the second 

tranche would not have been discontinued.  But the risks referred to are not specified.   

 

iii) In programs where other co-financiers are involved, utmost coordination among them is 

necessary, so as to ensure satisfactory program execution. An M&E mechanism should also be 

embedded into such programmes, not only to monitor implementation, but also, to foster joint 

performance evaluation by development partners at the end of program implementation. 

 

iv) The scope of activities to be undertaken under structural adjustment programmes may spell 

out success or failure in reform implementation. It is argued that proper scoping of activities by 

the borrower or the executing agency under the Program’s second tranche” could have reduced or 

removed the need to cancel the outstanding loan balance.   

 

v) M&E is a powerful tool for tracking progress in program implementation; the existence of a 

functional and effective monitoring and evaluation system would have flagged out identified 

problems at an earlier stage and facilitated corrective actions. 

 

vi) Public financial management in Malawi, as in many other countries in Africa, carries with it 

high fiduciary risks, which can be mitigated if the Bank works closely with the CABS group of 

donors.  This coordination and harmonization is a prerequisite to sound public financial 

management. 

 
4. BORROWER’S PCR AND INPUTS TO BANK STAFF PCR 

 

4.1. The Borrower’s PCR, prepared by the Program Implementation Unit was attached to the 

Bank Staff PCR. 

 

5. PCR QUALITY RATINGS 

5.1. The quality of the Bank’s PCR is considered to be satisfactory and complies with the PCR 

format. The rationale for the satisfactory rating is provided in the comments column of Annex 2. 

The main shortcoming relates to the various performance assessment and rating Annexes which 

were apparently omitted although those completed by the borrower were available as Annexes to 

the borrower’s PCR that was attached to the Bank’s PCR. These Annexes were therefore used as 

proxies for the Bank’s PCR.  
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                                                                                                                                                                           ANNEX 1 

ASSESSMENT OF IMPLEMENTATION AND BANK PERFORMANCE AND PROJECT RESULTS/OUTCOMES 

     

 Component Indicator PCR 

Rating 

(1-4) 

Evaluation 

Rating 

Comments 

1. IMPLEMENTATION PERFORMANCE ASSESSMENT 

i) Adherence to implementation schedule 1.0 1.0 OK 

ii) Adherence to cost schedule 1.0 1.0 OK 

iii) Compliance with covenants and 

conditions 

1.0 1.0 OK 

1v) Adequacy of  monitoring evaluation and 

reporting 

2.0 1.0 Although the monitoring system 

was functional, it failed to pre-empt 

numerous problems that afflicted 

the program during the 

implementation phase. 

v)  Satisfactory operations 1.5 NA This indicator is more relevant for 

investment or project operations 

project rather than policy-based 

operations in which the operational 

phase tends to be amorphous. 

 TOTAL SCORES 6.5 4.0  

 AVERAGE RATING 1.3 1.0 Unsatisfactory 

  

 PERFORMANCE OF THE BANK 

 Component Indicator Rating 

(1-4) 

 Comments 

i) Identification NA 2.0  

ii) Preparation 2.0 2.0  

iii) Appraisal 2.0  

iv) Supervision 2.0 1.0  

 TOTAL SCORES 4.0 7.0  

 AVERAGE RATING 2.0 1.75 Satisfactory 

     

 PROGRAM RESULTS (OUTCOME) 

 Component Indicator Rating 

(1-4) 

 Comments 

1. Relevance and achievement of 

objectives 
   

i) Macro-economic policy 1.0 1.0 OK 

ii) Sector policy 1.0 1.0 OK 

iii) Physical output 2.5 1.25 The score of 2.5 was considered 

disproportional to the share of 

physical output in total project 

outputs/outcomes and was halved 

accordingly. 

iv) Financial aspect 1.0 1.0  
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                                                                                                                                                                           ANNEX 1 

ASSESSMENT OF IMPLEMENTATION AND BANK PERFORMANCE AND PROJECT RESULTS/OUTCOMES 

     

 Component Indicator PCR 

Rating 

(1-4) 

Evaluation 

Rating 

Comments 

v) Poverty reduction, social impact and 

gender 

1.0 1.0  

vi) Environment NA NA  

vii) Private sector development NA NA 

 TOTAL SCORES 6.5 5.25  

 AVERAGE RATING 1.3 1.05 Unsatisfactory 

2. Institutional Development    

i) Institutional framework including 

restructuring 

1.0 1.0 OK 

ii) Financial and integrated systems of 

management including audit systems 

1.0 1.0 OK 

iii) Transfer of Technology   Omitted from format 

iv) Staffing by qualified/skilled personnel 

(including turnover), training and 

counterpart staff. 

  -ditto- 

 TOTAL SCORES 2.0 2.0  

 AVERAGE RATING 1.0 1.0 Unsatisfactory 

3. Sustainability    

i) Continued commitment of borrower 1.0 1.0 OK 

ii) Environmental policy    

iii) Institutional framework 1.0 1.0 OK 

iv) Technical viability and staffing 2.0 

 

1.0 The program failed mainly due to 

design shortcomings; hence, 

technical viability does not deserve 

a rating of satisfactory performance 

v) Financial viability ( including cost-

recovery) 

NA NA OK 

vi) Economic viability NA NA OK 

vii) Environmental viability NA NA OK 

viii) O & M facilitation (foreign exchange 

and recurrent cost financing 

availability,etc) 

3.0 1.5 Although O & M was functional, 

the rating accorded is higher than 

merited because the O&M system’s 

functionality was limited to 

utilization of resources under the 

first tranche and could not continue 

to operate following the 

cancellation of the second tranche 

upon the borrower’s request. 

ix) Economic rate of return NA NA OK 

 TOTAL SCORES 7.0 4.5  

 AVERAGE RATING 1.75 1.13 Unsatisfactory 

     

 OVERALL SCORE 26.0 22.75  

 OVERALL RATING 1.47 1.19 Unsatisfactory 
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                                                                                                                                    ANNEX 2 
PCR QUALITY ASSESSMENT AND RATING 

Basic Data Sheet  

Project Loan # 2100150000681 

Title Malawi: Structural Adjustment Loan 

Borrower Government  of Malawi 

Executing Agency Ministry of Finance/ Reserve Bank of Malawi 

 Not   

PCR CHAPTER RATING 

(4-Point 

scale) 

REMARKS 

1

.  

Adequacy of analysis of project goals, objectives and 

formulation including the verifiable  indicators, 

consistency with appraisal and subsequent revisions 

3.0 Development and sector objectives were clearly set out in 

the PCR and so were the principal components.  A Matrix 

Table outlining various policy objectives, intermediate 

outputs as well as the expected ultimate outcomes was 

included in the PCR. 

2

.  

Adequacy of analysis of project execution including 

procurement issues, disbursements, borrower’s 

reporting and assessment of monitoring and 

evaluation achievements 

3.0 The PCR was analytical and appropriately critical of the 

way the program was designed and decried the lack of 

coordination and the disconnect between the Bank and the 

Fund in the execution of the program. The analysis in the 

PCR argues that the Bank should have redesigned the 

program instead of concurring with the Government to 

have the second tranche  cancelled.  But it does not provide 

adequate discussion regarding the pros and cons of the 

Bank’s exit strategy. This is an area in which lessons 

learned could be useful. 

 

3 

Soundness of judgment on project performance and 

results including operating results, economic and 

financial and related conditions/covenants and their 

fulfillment, institutional, performance of consultants, 

contractors, suppliers and other parties.  

3.0 The PCR analyzed performance of the reform program-

SAL-and made candid judgment about the failure of the 

program and the role of the parties involved in this process. 

Although the main reason for tranche cancellation was  the 

inability of the Government to cause the National 

Assembly to enact legislation on value added tax and new 

land tenure policy.   

4

. 

Adequacy of analysis of social and environmental 

impacts 

2.0 The PCR concluded, on the basis of information available, 

that the program did not have any impact on poverty and 

that the effects of the program on the social sector 

(particularly education and health) remained  minimal. 

5

. 

Soundness of judgment on project sustainability, plan 

for future project operations’ phase and maintenance. 

2.0 Since there were no significant outcomes or results to be 

preserved and since most inputs procured from quick 

disbursing policy based operations tend to be short term or 

ephemeral in natures, the issue of sustainability was not a 

serious one under the program under review. 

6

. 

Soundness of judgment on performance of the Bank, 

borrower and co-financiers. 

3.0 The Bank’s dismal performance is clearly depicted in the 

PCR, particularly the inability to explore alternative ways 

of reformulating the design instead of canceling release of 

the second tranche due to the borrower’s failure to fulfil 

prescribed conditions cited under 5) above. 

7

.  

Consistency of overall rating with individual rating 

components. 

1.0 Although the borrower’s PCR included annexes relating to 

implementation performance, Bank performance and 

Project results, corresponding annexes were apparently not 

included in the Bank Staff PCR. 

8

. 

Adequacy of analysis and clarity of conclusions, 

;lessons learned and recommendations 

3.0 The PCR provided conclusions, lessons and 

recommendations. Lessons, as presented in this report, 
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were reformulated to render them more concise and 

generally applicable. One important conclusion made was 

considered more appropriate as a lesson to be drawn and 

was included with other lessons in this report. 

 TOTAL SCORES 20.0  

9 OVERALL RATING 2.5 The overall quality of the Bank Staff PCR is 

satisfactory. 

    

 OPEV and Country Department Agree/Disagree on Project Performance Rating: 

 

 

Opinion of the Department Concerned: 

  

 Borrower’s PCR and Inputs to Bank Staff PCR: 

The Bank Staff PCR included the borrower’s PCR as an Annex. The rating Annexes attached to the Borrower’s PCR was used 

as proxy in this report in the absence of similar Annexes in the Bank Staff PCR. 

  

 Conclusion:  

Although project execution performance was generally unsatisfactory, the Bank Staff PCR  was satisfactory. It met the 

standards of adequacy, depth of analysis and quality and soundness of conclusions reached and  identification of lessons-

although these were  reformulated in this report to render them generally applicable and replicable. 

  

 Priority of Project for Performance Evaluation Report, Impact Evaluation, Country /Sector Reviews or Thematic 

Evaluation Studies: The uniqueness of the project, its complexity (manifested by multiple objectives and expected outcomes 

as well as the numerous components and sub components)  as well as  conditionalities, render it a suitable subject of a 

Thematic Study on Problems if Designing Structural Adjustment Loans. 

  

 Major Issues of Focus in the proposed Thematic Study: ) Recommended issues of focus would include: design of reform 

programs, design and sequencing of  tranche releases, and role of exogenous factors in policy-based lending ( e.g treatment of 

factors unrelated to program implementation in performance assessments) 

 

  

 Follow-Up Action/Decision:  Policy-based lending operations contemplated for Malawi should take into account the lessons 

derived from this failed SAL for Malawi. 

  

 

 


