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Foreword

Disasters cause a broad range of social, econcmic, fiscal and
environmental impacts, with potentially long-lasting, multi-generational
effects. The human and economic cosis of these catastrophes are huge,
with figures likely fo increase with a growing population, climate change,
environmental degradation and urbanization, The financiol management
of these disasters has been a key challenge ieading to the diversion of
resources from longer-term development investments to meet immediate
relief and recovery needs. It is, therefore, indispensable that proper
mechanisms are put in place to help in managing the fiscal impacts of
discisters.

As the Minister responsible for Finance, with my desire of ensuring that
fiscal impacts of disasters are well managed, | commissioned the
development of the Disaster Risk Financing Strategy. This strategy is aimed
at ensuring that disasters are better anticipated, better prepared for and
that we build back befter in the aftermath of disasters thereby
contributing to the achievement of the strategic theme of the Malawi
Growth and Developmeni Strategy of becoming a "Productive,
Competifive and Resilient Nation".

This strategy highlights financial options that will be explored and
developed in the next five years to reduce fiscal vulnerability arising from
disasters by amongst others, ensuring that both ex-ante and ex-post
instruments are being implemented:; the timeliness of the funds for disaster
response; by embracing the principle of layering of disaster instruments;
by ensuring effective post-disaster spending; and by making use of best
available data. | am fully convinced, therefore, that the effective
implementation of this strategy will go a long way towards mitigating the

fiscal impacts of disasters.

s

HON. GOODALL GONDWE, MP.
MINISTER OF FINANCE ECONOMIC PLANNING
AND DEVELOPMENT
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Preface

Management of Fiscal Impacts from disasters is the highest priority of the Ministry
of Finance, Economic Planning and Development. This is mainly because over
the last decdade the intensity, frequency, and economic impact of disasters
have been increasing leading fo large fiscal losses. With this in mind, the Disaster
Risk Financing Strategy sets forth the vision that is aimed at solving the liquidity
challenges in the aftermath of disasters by developing a portfolio of ex-anfe
financial insfruments.

This strategy complements the mitigation and preparedness measures that are
already being implemented by MDAS through the coordination of DoDMA. This
strategy will contribute to improved information on risks and expected costs of
disasters, It will also help make financial resources readily available when
catastrophes occur, thereby ensuring timeliness of funds 1o finance response
activities, and increase discipline.

We would like 1o thank alf those who have contributed 1o the development of
this strategy. In particular, let me acknowledge the World Bank for technical and
financial support, the Disaster Risk Financing tfeam for guiding the process and
drafting the strategy. Special thanks to the entire task force and to daill
stakeholders for their contributions in the development of this strategy.

It is our expectation that this Strgregwnif fully implemented WIL resulf in d more

SECRETARMRTO THE T\QEQSURY
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1. Introduction

In recent past years, Malawi has experienced severe disasters which have
resulted in fiscal pressure and macroeconomic instability. The intensity,
frequency, and economic impact of disasters have been increasing due fo
climate chaonge., rapid population growth, rapid urbanization, and
environmental degradation, Disasters in Malawi have led to losses in human
ife and daomages in infrastructure which result in long-term adverse
consequences on economic growth, development and poverty reduction.

The Government of Malawi {Government) recognizes the importance of
mitgating these events and has therefore developed a legal and regulatory
framework o sirengthen the management of disaster risks. For instance, the
Government enacted the Disaster Preparedness and Relief {DPR) Act {1991}
which established the Department of Disaster Management Affairs (DoDMA).
In addition, the Government developed the National Disaster Risk
Management (NDRM) Poiicy {2015) and is in the process of developing d
National Resilience Strategy (NRS, 2018) to guide disaster risk management in
the country. Furthermore, the Government is in the process of enacting a
Disaster Risk Management ([DRM} Bill to enhance the govermnonce,
coordination, and implementation of DRM programmes.

1.1 Social impacts of disasters

Between 1949 and 2017, six major droughts have affected approximately 26.4
million people and kiled about 500 people. Strong El Nifio conditions
compound the effects of droughts across most parts of the country and have
resulied in severe crop failure, particularly in the Southern Region and parts of
the Central Region. In 2003/2004, drought affected more than é milion of the
population. Whilst In 2015/2016, ot least 40 percent {6.7 milion} of ihe
population became food insecure in 24 droughi-affected districts.

Furthermore, from 1995 to 1998, floods affected about 5.2 million of the
population, Between 2001 and 2003, over 3 million of the population across
the country were affected by floods. In 2015 alone, floods affected over 1.1
milion people, displaced 230,000 people and kiled 106 people. Public and
private infrastruciures were damaged in 17 flood affected districts.

Households lost assets and livelihoods and were therefore pushed further into

poverty. 1he qualily and guaniiy of meais worsened aner alsasiers, School
drop outs due fo starvation increased both af primary schools and secondary
schools. Furthermore, in some families, headship changed as scme household
members migrated in search of livelihood. Water scarcity also forced women
to walk long distances to fetch water,



In the aftermath of disasters, the country has also experienced health related
challenges. Often, people affected by disasters live in temporary camps
where access to safe water and adeqguate sanitation is a chalienge, and this
compromises the standard hygiene practices leading to out breaks of
diseases such as cholera. For example, the cholera outbreaks in 1998/1999,
2001/2002 where over 25,000 and 33,546 cases of cholera were reported,
respectively, were associated with disasters. Also, productive time is lost as
people tend care for the sick, further exacerbaling negalive ecaonomic
Impacts of disasters.

1.2 Economic and fiscal impacts of disasters

In 2016, drought related damages and losses to the economy amounted to
US$ 370 million, which was eqguivalent to 5.6 percent of GDP. Droughts had the
greatest impacts on agriculture {US$ 243 million), followed by the utility {US$ 14
million) and manufacturing sectors {US$ 6.2 million).

In 2015, damages and losses due to floods amounted to about US$ 335.0
million, equivalent to 5 percent of GDP. The subsectors most hil by the 2015
floods were housing (US$ 139.0 million), agriculture (US$ 68.0 million),
transporfation (US$ 50.0 milion), water and sanitation {US$ 26.0 million),
education {US$ 12.0 milion), health {US$ 12.0 million] and industry and frade
(US$ 11 miillion). Costs for repairing and reconstruction of infrastructure placed
an additiondl burden on the natlional budget. Estimates suggest that floods
with a 20-year return period lead fo a decrease of GDP by 3.2 percent while
increasing government expenditure by 1.3 percent.

1.3 Rationale for Disaster Risk Financing Strategy

in recent years, Malawi has experienced severe disasters resuling in
insignificant human, social, economic, and fiscal costs. [t is expected that
disasters will increase in severity and frequency due 1o climale change, rapid
population growth, rapid urbanization, and environmental degradation. 1t is,
therefore, important for the government to assess the economic and fiscal
impacts of disasters to reduce disaster risks and ensure fimely availabllity of
financial resources for disaster preparedness, response, recovery, and
reconstruction which can reduce financial distress, and ultimately the human
and economic cost of disasters.

Currently, Government relies, to a substantial extent, on external assistance to
finance disaster response which is notf only unpredictable but aiso untimely in
maost instances. Furthermore, the government has resorted to shori-term
borrowing and budget redilocations. It would, therefore, be more cost-
effeciive to arrange financing ex-anie according to a risk layering approach
to mitigate the financial impact of disaster events of different frequency and
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severity. Typically, oplimal combinations of risk financing insiruments include o
combination of risk retention and risk transfer instruments.

It is in this context that this Disaster Risk Financing Strategy (DRFS) has been
developed, which outlines strategic priorifies and financial instruments to be
adapted. The DRF strategy will enhance Malawi’s financial resilience to
disasters through sound risk assessments; a portfolic of adeguate disaster risk
finance instrumenis; mechanisms and clear rules which ensure that rescurces
are channeled efficienily to intended beneficiaries; and confinued disaster
risk reduction efforts,

The DRF strategy will, therefore, act as a reference document for ail relevant
stakeholders such as the Department of Mefeorclogy; Ministry of Agricuiture,
BoDMA, Ministry of Homeland Security and internal Affairs; Ministry of Defense,
Ministry of Transport, Insurance companies; Reserve Bank of Malawi and Local
Councils in understanding the fiscal risks of disasters as well as financial
instruments that the country will employ In the next five years to anticipate,
prepare and better respond to natural disosters.

2. Llegal and institutional framework for disaster risk management and
financing

2.1. Policy framework for disaster risk management

Malawi has comprehensive frameworks for climate and disaster risk
management but lacks a disaster risk financing strategy. Malawi's climate
and disaster risk management policy frameworks emanate from regional and
international agreements and frameworks such as the Kyofeo Protocol (1992},
the Hyogo Framework for Action {2005}, the Sendai Framework for Disaster Risk
Reduction {2015}, and the African Strategies for Disaster Risk Reduction 2004.
These have informed Malawi's overarching development planning
document, Malawi Vision 2020, which is now being implemented through the
third Malawi Growth and Development Strategy (MGDSI). The MGDS Il
includes DRM as one of the cross-cutting areas to be mainstreamed by all
planning sectors.

The NDRM Policy provides strategic, comprehensive and coordinating
guidance for achieving “national resilience towards disasters”. The National
Resilience Sirgteay (NRS) 2018-2030 is_gligned 1o the MGDS I o guide the

impiementation of the disaster risk interventions. The NRS includes measures to
achieve national goals outlined in the NDRM and Malawi National Social
Support Program (MNSPP} I, which among others promotes shock-sensitive
social protection. However, most outcomes in these policy frameworks remain
unmet largely because of inadequate and untimely financing.



Unfil now, Malawi has no policy document which addresses disaster risk
financing. This DRF Strategy, therefore, is developed fo fill this gap.

2.2. Policy framework for public financial management of disasters

The Malawi Public Finance Management [PFM) Act {2003} sets the
overarching framework for PFM in Malawi. The Act fegally mandates the
Minisiry responsible for Finance to manage public finances aond be the
principal financial advisor to the Ministries, Departments and Agencies {MDAS)
i1 the country.

In gccordance with seclion 24 of the Act, the Minister of Finance, Ecenomic
Planning, and Development (MoFEPD] manages and presents the Vole for
Unforeseen Expenditure fo the Noational Assembly with o proposed
appropriafion not exceeding two per cent of the total national budget. The
Minister may use funds from the unforeseen expenditure voie in exceplional
circumstances (including disasters) upon Cabkinet approval. In an event of a
disaster, the Minister fransfers funds to nominated Vote of Unforeseen
Expenditure such sum or sums as he considers necessary up fo but not
exceeding the amount of the balance from fime fo fime available in this voie.

The Local Government Act {1998 authorizes local authorities to mobllize
resources for discharging any function of the local authorifies. The Act
mandates the MoFEPD to disburse at least 5 percent of the notional budget to
local authorities in line with the National Local Government Financing
Committee approvals. However, most local authorities receive under 2
percent of the funds due to fiscal constraints of the central Government. This,
in addition to limited ability to raise their own resources and partial
decentralization, means that local governments can typically not meet costs
resulting from disasters.

2.3. Institutional framework for disaster risk management

The Disaster Preparedness and Relief Act [DPR} of 1991 has provisions for
coordinating and implementing disaster risk management initiatives in the
country. it established DoDMA., the National Disaster Preparedness and Relief
Commitiee, _and ithe Disgsier Preparedness._and Relief Fund The Act also

empowers the President to declare the State of Disaster. Figurel illusirates the
institufional framework foi vertical and horizontal coordination at national and
district level.

Although there is a linkage between MoFEPD and the DRM framework,
MoFEPD does not have a clear mandate to call for DRF meetings within the
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existing institutional arrangement. Therefore, there is o need to strengthen the
role of MOFEPD fo manage fiscal risks of disasters. Further, it would be ideal io
include o fechnical committee on DRF in the cument institutional

arrangement.

Figure 1. An Institutional arrangement for DRM in Malawi
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3. Vision and Mission Statement

3.1. Vision
"Towards innovative and comprehensive disaster risk financing"

3.2, Mission statement
“To proactively mandge economic and fiscal risks as well as protect public
finances against disasters thereby reducing human, social, economic, and

FRE R i i 1 G

3.3.Core values
< Transparency and Accountability
< Inclusiveness
« Innovativeness



<+ [ntegrity, honesty and shared responsibility
% Professionalism
+ Comprehensiveness

3.4. Basic Principles
In executing this sfrotegy, the government will be guided by the following
principles,

3.4.1. Timeliness of Funds
Government will recognize the fact that speed matters in responding to
disasters, even if not all resources are needed ai the same time. Government
will, fherefore, ensure that funding is made available at the right time during
every phase of disaster response. Understanding the timing of needs is
essential.

3.4.2. Layering financial instruments to address different risks

The government recognizes the fact that no single instrument can address ail
the fiscal risks of disasters. A combination of appropriate financial instruments
will be utilized including self-financing {risk retention) and risk transfer {e.g.,
insurance), to minimize the cost and optimize the timing of funding disaster
needs.

3.4.3. Effective disbursement of disaster related funds

Targeted and pre-arranged disbursement mechanisms will support the fast
and efficient distribution of funds to clusters and beneficiaries. To achieve this,
Governments will use the existing institutional frameworks, programs, such as
the UBR, and expertise to effectively allocate, disburse, and monitor response,
recovery, and reconstruction funds. Further, collaboration befween the
Ministry of Finance and the public entfities tasked with spending post-dlisaster
funds will be strengthened.

3.4.4. Accurate data and information
Government recognizes that to make sound financial decisions, the right
information is required. Sound decision making requires actuarial analysis ond
fools to help in understanding and evaluating alternative financial instruments
and strategies; user-friendly interfaces to bridge the gap between policy
makers and underlying technical models, and quantitative analysis to
leverage fingncial markets and private sector solyfions  Gavernment will

therefore, invest in risk information, models, and tools to assess hazards,
exposures, and potential impact of losses.

4, Strategic Priorities



For the pericd from 2019 fo 2024, the Government has identied six strategic
priorities to strengthen the management of fiscal risks associated with
disasters. They include the foliowing:

o Identily and quantify disaster related economic and fiscal risks;

+ establish a portfolio of sovereign disaster risk financing instruments;

+ develop options for private risk transfer fo complement sovereign risk
financing insiruments;

e incorporote disaster risk analysis in the planning of public investments;
and

« strengthen coordination and institutional capacity for disaster risk
financing and management.

4.1.1dentify and quantify disaster related economic and fiscal risks

4,1.1. Existing risk assessmenfs

Sound estimates of potential economic and fiscal impacts of disasters are the
basis for adequate and timely financial planning, including the adoption of
cost effective financial insfruments, Historical information and Post-Disaster
Needs Assessment {PDNA] whilst useful fo illustrate the potential economic
and financial impacts of disasters, cannot replace sound estimates of future
losses. This information is key for opfimal financial planning and is estimated
using probabilistic catastrophe modelling. Such models use the following key
inputs: information on hazards and estimates of their likely occurrence at
different magnitudes; exposures of people and economic assetfs; and
vulnerability of such assets and populations to the impact of o given disaster.

An integral assessment of fiscal risks can help strengthen the management of
public finances and macroeconomic stability, Existing. risk assessments are
scattered, not up to date and partial and do not form a sound basis for
financial planning. The Government will, therefore, prioritise the following
activities to improve disaster related economic and fiscal risk information:

» Develop and populate a national database of public assets to improve
information on the exposure of public assets to disasters, including
infrasfructure  and  public  buildings. This will help to Improve
understanding of the country’s disaster related contingent liability;

o Cregte Gnd/or update probobiits’nc disaster risk stessmeni

decisions on retention cmd risk fransfer’ro the market; and

e Incorporate updated disaster risk information into economic and fiscal
planning o increase financial preparedness for disasters. in addition,
this will support decision making regarding investmenits in disaster risk
mandgement.



4.2.Establish a portfolio of sovereign disaster risk financing instruments

Previously, the Government has reactively responded to disasters largely
by using the unforeseen vote and relying on external assistance.
However, the resources mobilized have been insufficient and have
often arrived late, Furthermore, Government's focus has primarily been
on disaster response rather than disaster risk reduction.

International experience suggests that the impact of disasters on public
finances is most efficiently mitigated through the adoption of a portfolio of
financial instruments which account for the temporal dimension of resource
requirements after a shock. A combination of different financial instruments
may be used to meet the Government's need for resources across time (see
Figure 2} as not alf resources are needed atf once.

Figure 2: Temporal Dimension of Post Disaster Funding Needs
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In addition, it is cosi-effective to adopt o risk layering approach fo mitigate
the financial impact of disaster events of different frequency and severity.
Typically, optimal combinations of risk financing insiruments include o
combination of risk retention and risk fransfer instruments (see Figure 3).

Figure 3: Risk Layering Approach
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To date, the Government has used the following ex-ante and ex-post financiail
instruments  fo finance disaster mitigation, response, recovery, and
reconstruction:

4.2.1. Ex-ante instruments:

+ A contingency budget line - the Vote of Unforeseen Expenditure: The
annual appropriation to the Vote of Unforeseen Expenditure does not
exceed 2 percent of the total expenditure budget. Furthermore,
allocations fo the Vote can be used for other unforeseen circumstances
which are not related to disaster risk management. Disaster which
cause large economic impacts would likely result in financing needs
which are larger than the allocated resources in the Vote.

+ Sirategic Grain Reserve (SGR). The government allocates resources to
the National Food Reserve Agency (NFRA) to stock the SGR with staple
grain. The drawdown is done as and when necessary fo mitigate the
impact of potential disaster related shocks. Nonetheless, the resources
are not adequate and are not provided on time.

» Sovereign insurance against weather-related risk. The Government has
purchased sovereign risk fransfer against weather related shocks in the
past. In particular, it purchased a weather derivative between 2008 and

T SOV e e T Crou g TS OTaN B TOT ThE 20T 5720716 CTop 580501,
4.2.2. Ex-post insiruments:

s Budget reallocations: In the event of a disaster, Government postpones
other MDA's programs, projects, and actlvities and recllocate the



resources to disaster related activities. However, the resources are
usually inadeqguate,

o Post disaster borrowing: Government borrows both domestically and
internatfionally to finance post disaster related programs thereby
Increasing the national debt burden.

o External assistance: Development partners play an important role in
financing disaster mitigation, response and recovery activities, However,
the assistance is unpredictable and, in some cases, arrives lafe.

o« Post-Disaster Support: In the aftermath of disasters, govermnment
provides a standard food basket to affected households to support
their livelihoods. For farmers, Govemment, Non-Governmental
Organizations and humanitarian organizations assist with agricultural
inpufs. Nonetheless, the support is inadequate to meet households'
livelihood needs.

» Scalable Social Protection: Government is implementing social
protection programmes to uplift the lives of poor and vulnerabie
households. A number of pilots fo scale up social protection
programmes for leaming hove been conducted dalready in Malawi,
such as in Balaka district in the 2017/2018 fiscal year.

Although a variety of insfruments have been used, they have been employed
in sitos and their use has not been based on rigorous analysis of their relative
cost effectiveness. The government will, therefore, undertake the following
actions fo establish a comprehensive and innovative portfolio of sovereign
disaster risk financing instruments:

» Operationalize the National Disaster Risk Management Fund, which will
act as a basket of resources for disaster risk management activities. The
Fund will require clear rules for allocating resources and specifications
regarding eligible expenditure,

» Evaluate ovailable contingent credit instruments aond adop! such
instruments in accordance with fiscal and disaster risk management
objectives such as the World Bank's contfingent credit line
(Development Policy Loan with a Caotastrophe Deferred Draw Down

\%pii\.}l |:¢.

« FEvaluate sovereign risk fransfer products which are currently being
offered and the potential development of new products. In doing so,
the Government will rigorously review and seek to learn from the use of
such instruments in the past both in Malawi and elsewhere, This will
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ensure that both the benefits and risks of any potenticl product
combination are considered and understood by all reievant
stakeholders. In addition, the Government will ensure that the benefits
of combining any risk transfer with other disaster risk financing
instruments are duly considered.

Implement shock-sensitive social protection. The Malawi National Sociai
Support Programme 2018-2023 [MNSSP I} represents a policy shift from
individual programme implementation to a more integrated approach
that that also includes shock-sensitive social protection. The objective of
the latter is to help poor households better deal with predictable risks
and shocks through a more institutionalized and coordinated
approach. The MNSSP [l promotes the need to adapt social support to
build resilience and promote the proactive management of shocks.
Only preliminary analysis exists of the potential costs of scaling up, e.g.,
the social cash fransfer programme, under different scenarios and their
associated probabilities. The Government will analyze the costs of
implementing the scalable and shock-sensitive components of the
social protection system and evaluate different opftions for ex-ante
instruments to finance the cost of a scale-up. including the
establishment of a Social Support Fund.

Evaluate opftions 1o increase public asset insurance in Malawi, in
particular of public infrastructure and buildings. Currently, Government
does not systematically insure its public infrastructure and buildings.
Recognizing that damaged public assets in the wake of disasters lead
to significant fiscal costs, the Government will evaluate options 1o
increase the insurance of public assefts.

Enhance coordination among development pariners to ensure timely
disbursements of humanitarion assistance and reduce related
transaction costs,

4.3.Develop options for private risk transfer to complement sovereign risk

financing instruments

4.3.1. Private catasirophe insurance for households and businesses

Private property catastrophe insurance is currently almost non-existent in

~onstraints on ihe side of existing

insurance companies and lack of awareness and/or demand for such
products on the part of private households and companies. Catasirophe
insurance could provide reliable and timely financial relief for the recovery of
livelihaods and reconstruction, providing security in the post-disaster period. i
could also prevent people from falling into poverty and destitution or provide
the liquidity necessary fo restore livelihoods in the short term. In addition,
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increased private catastrophe risk fransfer could significantly reduce the
country's disaster related contingent liabilities.

The government wil, therefore, develop options to increase catastrophe
insurance penetration. As a first step, it will conduct an analysis of the current
constraints, including legal and capcacity gaps, in the insurance sector. Based
on the findings, it will develop dactions to olleviate identified constraints. This will
be done in close coliaboration with the Reserve Bank of Malawi, the private
sector, and development partners.

4.3.2, Agricultural insurance

Various crop insurance instruments have been implemented in the country,
with mixed expetiences. They have exerted pressure on the national budget
with low demand and uptake by the intended farmers. The greatest
challenge has been fo design sound insurance products thatf meet the
requirements of farmers while ensuring effective demand. However,
intfernational  experience shows that well-desighed schemes can be
developed to offer effective protection to farmers against extreme events.
Further, an intensive awareness campaign that seeks to sensitise farmers
about the insurance products and their benefits could potentially increase
thelr uptake.

The Government will undertake the following activities to enhance supply and
uptake of agriculture insurance:
o Conduct a feasibility study on agricultural insurance
s Work with relevant stakeholders to develop taillor-made options 1o
increase agricultural insurance penetration in Malawi; and
« Creation of a conducive police and regulatory framework for
agricultural insurance.
» Build capacity of private insurance companies on agriculiural insurance
« Sensitize farmers on agricultural insurance
» Enhance access to public sector data {s.g., weather and production
data) for insurance companies

4.4.incorporate disaster risk analysis in the planning of public and private
investments

The inclusion of disaster risk in public investment planning requires
commitment from stakehoiders in_charge of the ideniificalion, formulation

priorifization, and implementation of investment projects. Disaster risk informed
public investment will reduce the disaster-related contingent liability of the
state compared with a scenario where risk information is not considered in the
Public Sector Investiment Program [PSIP).
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Currently, most public sector investment projects do not integrate disaster risk
considerations in all stages of the project cycle rendering them prone to
potential damage emanating from disasters. This can, in fumn, lead to
significant social and economic losses. In this regard, Government will profile
new projects and their associated potential vulnerability to disasters and
mainstream DRM in MDAs. To begin with, Government will prioritise selected
MDAs responsible for Agriculture; Transport and Public Works; Lands, Housing
and Urban Development; Education, Hedalth; Social Protection; and Local
Councils. Further, it will also mainstream DRM in PSIP to ensure that all projects
are risk informed,

4.5.8trengthen coordination and institufional capacity for disaster risk
financing and management

Proper coordination and instfitutional capacity of all relevani stakeholders is
crifical for successful implementation of this DRF Strategy. Currently, the roles
and mandates of MDAs with regards to disaster risk financing are not formally
defined, and no formal mechanisms exist to coordinate their DRF related
activities. In addition, capacity gaps still exist in terms of personnel and critical
skills in DRM and DRF such as hazard mapping and risk modelling.

To enhance coordination and institutional capacity for disaster risk financing,
Govermnment will do the following:
» Sirengthen the DRF Strategy coordination role of the Nafional Disaster
Preparedness and Relief Steering and Technical Committess; and
« Build the capacity of all relevant stakeholders.

5.0. Strategic Outcomes and targets

This section outlines the sirategic outcomes which will drive the direction for
Disaster Risk Financing. Based on the identified strategic priorities, four (4]
strategic outcomes to be achieved in the nexi five years have been identified
as follows:

Strategic outcome one: Enhanced understanding of economic and fiscal risks
of disasters;

Strategic outcome two: Timely and effective Government response to

CHECgdase

Strategic outcome three: Diversified disaster risk financing instruments: and
Strategic outcome four: Strengthened coordination and institutional capacity

for disaster risk financing.
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Table 1: Strategic Outcomes and Oufcome Targets

I. Enhanced understanding of

economic and fiscai risks of disgsters

1.1 Knowledge of economic and fiscal

risks of disasters enhanced

1.2 Financial planning for disaster

strengthened

2. Timely and effective Government

response to disasters

2.1 Porifolio of sovereign disaster risk

financing insfruments in place

3. Diversified disaster risk financing

instruments

3.1 Legal and regulatory framework on
insurance, saving and lending

strengthened

3.2 Capacity of private insurance, saving

and lending institutions strengthened

3.3 Awareness for public and private
sector on disaster insurance, savings, and

lending products enhanced

4, Strengthened coordination and
institutional capacity for disaster risk

financing and management

4.1 Disaster risk financing implementation

plan developed

4.2 Capacity of relevant stakehoiders

enhanced

14




6.0. Institutional arangements for implementing the strategy

The Strategy sets out the strategic direction that will guide Disaster Risk Financing
for the next five years. Proper coordination of all relevant stakeholders is,
therefore, a critical feature for the successful implementation of this strategy.
The Ministry of Finance, Economic Planning and Development will be the lead
responsible  for the overall coordination of the stakeholders in  the
implementation of the Disaster Risk Financing Strategy.

implementation of this strategy will make use of the existing structures. At the
nationatl level, the Ministry will work in close collaboration with the Department of
Disaster Management Affairs to coordinate the implementation of the sirategy.
At the local councll level, coordination will be through the District Executive
Committees as well as the Civil Protection Committees at district, area and
village levels. For more inclusiveness and sustainability, the already established
structures will be used to reach out to the people who have been affected by
disasters using the Unified Beneficiary Regisier {UBR).

These structures will be responsible for the facilitation of a coordinated effort in
data collection, risk assessment, which are imperative to overcome the current
challenges including that of inadequate information sharing befween
government and communities.

6.1. Implementation Plan
In implementing this strategy, the Secretary to the Treasury will be committed to:
o Coordinate DRF stakeholders;
¢ Report on progress made in the implementation of the plan;
» Build the capacity of stakeholders;
« Review financial insiruments;
» Promote professionaiism, fransparency, and accountability;
Local Authorities, on its part, will ensure that:
» Decenfralized structured are followed in the implementation of the
strategy; and
» Already established mechanisms are used o respond to disasters such as
public works programs, school meals, e- cash transfers as well as the
Unified Beneficiary Register
Department of Disaster Management Affairs, on its part, will ensure that: -
Information on disasters is shared;
Technical expertise is provided;
Input is provided in the review of the financial instruments

Technical guidance to MoFEPD on the implementation of the sirategy is
provided; and
Disaster response and recovery interventions are coordinated.
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7.0. Critical Success Factors

In determining the strategic ouftcomes, outpufs as well as fargefs to be
achieved, stakeholders are aware that cerfain crifical elements must be made
available for sustainability.

Crifical Success Factors (CSF) may change over fime hence the need for all
relevant stakeholders to regularly observe these and make adjustments where
necessary, The following are the CSF that are assumed to be dlready in place
for the stakeholders to meet the targets.

7.1. Political Support
The importance of creating an enabling environment continued political
support for the strategy as well as the implementation plan, cannot be over-
emphasized. This would largely indicate the level of Government's willingness to
venture info market oriented financing instruments.

7.2, Strategic Leadership
Leadership is the driving force in the accomplishment of any organization's
expected outcomes. It is therefore imperative that the Ministry's guidance in the
implementation of the strategy is proactive, visionary, inspiring and
accommodative,

7.3.  Support from Key Stakeholders
For the successful implementation of this strategy, it is antficipoted that all
stakeholders, including development partners, will give adequate and requisite
support,

7.4, Staff Capacity
It is expected that the Ministry will build the necessary capacity in disaster risk
financing to effectively implement the strategy and monitor its progress.

8.0. Monitoring and Evaiuation

The development of this Strategy is the first critical step in disaster risk financing.
However, this cannot be achieved unless there is a framework for assessing
progress in the implementation of the strategy and taking remedial measures
where appropriate. Thus, ongoing monitoring will form an integral part in the
strategy implementation in order 1o realize the intended results. The ongoing
routine monitoring and reports that will be produced will enable the Ministry to

address any challenges being encountered. A mid-term evaluation will enable
the implementing unils to determine whether the plan has achieved its intended
outcomes.
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-TARGET | 1.2 Financial planning for disaster sirengthened
' QUTPUT DESCEIPTION I : CUTPUT TARGETS {PER FINANCIAL YEAR) i
2018/2019_1 2019/2020 2020/2021 | 202172022 | 2022/2023 |
Qutput | Disaster [Risk financing Liisaster Risk Gisastar Risk \ Disaster Risk Disaster Risk
1.2.1 mainstrggamed in PSIP mcorpoerated | incorpoiaied  incorporateclin | incorporated in PSIP
i PSIP i FSIP ( PSIP guidialines guidelines
L ouidetings guidelnes
i1.2.2 Financicy decision making rAvoﬂobm Financial Financal Financial Planning
i tools cuglomized for Malavai financial Planning Plariring informed by
" decision- informed by informed by decision lools
making togls | decisich tools | decision tools
- customized L 3
1.2.3 DRF incdrporafed in Local DRF Disaster risk : Disaster risk Disaster risk
' development plans Cincorporated | incoiporated incorporated in | incorporated in
i “in Local in local local lccal development
: Cevelopment | davalopment devalopment plcins
Plans lars plans !
! _guidelnes |4y
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OUTPUT %ESCRIPTION

Timely an

. 2.1. Porffolio of soverign disaster risk financing instruments B
.. OUTEUT TARGETS (PER FINANCIAL YEAR)

1t

Transfer R’elviewed

for sovereign
nsk transfer
conducled

recommandatio
ns and possibilify

of pitet reviewed |

_ _ 2018/2019 2019/2020 2020/2021 2021/2022 2022/2023
211 “Contingeft creditline ™~~~ "} Cat DDO CAT DDO in CAT DDO in CAT DDO in
negotiatef negotiated | implemented | implemented place o
212 Shock-sergitive social safety nets | Shock- Shock-sensifive | Unified Financial | Scalable SCT rolied
provided for sensitive safety nets Beneficiony instruments for outloalleast 18
safely nels funded Registry rolled Scaloble SCT districls.
funded e cuf io all districts | developed
2.1.3 Strategic f5rain Reserves stocked | Timely Timely provision | Timely provision Timely provision Timely provision of
provision of of Funds to of Funds to NFRA | of Funds to MFRA | Funds to NFRA
Funds fo MERA
MFRA L _ .
214 Nationat Bisaster Risk Fegulatiors for | Regulations for Nationat Disoster Risk
Managerfient Fund established the Maftional ihe Matisnal Maonagement fund
: Disgaster Bick Cisaster Risk instituhonalized
rManageament rManagemeant
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2.1.5 Pubtic Asskf insured Public asset Public osset 0.5% Pubilic 1% Public buiding
T munagement management bulding insured insured
polcy pohcy registry
developed System
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218 _Agriculhjr insurance Piloted FeasiGility study | Study Agricultural insurance
' N o ogrcultural | Recommendatio pilot conducted
insurance ns reviewsd
. _] conducied
217 Other optons of sovereign Risk Feasioility study | Study
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.STRATEGIC QUTCOM Strengthened coordination and insfitutional capacily for disaster risk financing
TARGET 4.1 Monitoring and evaluafion framework for the DRF$
OUTPUT TARGETS (PER FINANCIAL YEAR)
4'10_UTPUT DEiCRIPTION '2018/2019 2019/2020 - 2020/2021 - 202172022 . 2022/2023

4.1.1 Monitoring dnd evaluation MAEE Framework | DRFS implementaion | DRES DRFS DRFS

framework fipr the DRFS developed and | pericdically implementation implementafio | implementation
| Developed DRFS monilored periodically n periodically perodically
impiementation monitored monitored monitored
periodically
! i+ moniicred
TARGET 4.2 Capacity of relevant stakeholders enhanced
QUTPUT TARGETS (PER FINANCIAL YEAR)
OuTPUT DES?RIPTION 2018/2019 2019/2020 2020/2021 2021/2022 202272023

4:2.1. | Leaming argd exchange 1lzaming ond 2 learning and
visits on dis%’r exchange visits | exchange viats
financing eg¢nductied N _ -

4.2.2. | Speciclizedkhort term 5 MoOFEFD and 2 ! 8 MoFEPD and 3 7 MoFEPD and 3 & MoFEPD and & | 7 MoFEPD and 5
trainings onlDRF for MofEPD | DoDMA officars | DoDMA officers DoDMA officers DeDMA officers | DoDMA officers
ond DoDM4 conducted irained frained trained frained tfrained

1423 | Copacilty oflocal authorities 3 trainings for local 3 fraining for tocal 3 trainings for 3 regional trainings
on DRF stregigthened aulharities cuthorities iocal aquthorittes | for local cuthorities
[ R a—
4.2 4. | Long term dousres altened | 1MOFEDP siaff attend | | MOFEDP staf
: : : long term trainmQ oftend long ferm
Lirgining
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9.2

SUMMAR

OF COST FOR DISASTER RISK FINANCING STRATGEY

Strategic Targets

r] i »{= Sinel 0O 2C0N0

QUTPUT DESCRIPTION

201872019
(MK Mn)

2019/2020
(MK Mn)

2020/2021
(MK Mn)

2021/2022

2022/2023
(MK Mn)

1.1

Kncowledge of

Hisaster

related econcinic and

fiscal risks enhe

nced

1.1.1

Assessment of economic and
fiscatl risks of disasiers
conducied

me o
32859

112

CRF incorporated in Budget
guidelings

406.31

487.57

702.11

21.43

85.77 1

13

A harmonized web-based
nafional disaster informaotion
management system
developead

164.04

236,22

%]
b
e
in

12

Financiol plan
disaster streng

hing for

hehed -

1.2.1

Disaster Risk financing
mainsireamed in PSIP

14.20 ¢

17.04

45.44 |

54,52 |

122

Financial decision making tools
customized for Malawi

islz2

1505

N

123

DRF incorporated in Local
development plans

1.131.05

1,187.60

852

i

1,142.38

Strategic outcome 2

2.0.Timely and effeclive sovereign response to disasiers

|

2.1.

Porifolio of so
disaster risk fin
instruments

reign
ncing

201

Contingancy budget line
rnegotiated

Shock-sensitive social safety
nets provided for

G

|

Strategic Grain Reserves
stocked

11,590.28

10,595.85

214

Naticnal Disasfer Risk
Management Fund established

340

2.1,

Lh

Public Assefinsured

20

~

2.1

Agrculture insurance Piloted

42

~1| o~

2.1

Other opfions of sovereign Risk
Transfer Reviewed

45.7 1
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‘Strategic outcome™ | "+ <+ "1 3.0, Disaster Hisk fingricing instruments diversifiéd - J
3.7 ilegal and redulatory Insurance Act Reviewed and updated | 18.4 36.0 221 265 31.8
[ria;r‘ne»';zrkfor nsEr(;r;ce Insurance reguiations reviewed and 4.7 0o 5.7 68 32
strenathened by 2023 updated
3.2. Capoacity of pfivoie Private insurance companies trained in 30 356.8
I Insurance conjpanies dizoster risk financing
f strengthened S I N P D
|.'3.3 Awareness of he public | Public Sensitized on dizaster insurance. 175 2140
: cr disaster insthronce
i products enhdhced
! Strategic Ouicome 4.0.Coordination and institutional capacity for disaster risk financing $trengfthened
'I-H. Monitoring ant nonitcring ond evaluation framework 17.3 1 g7 25 23l 2.3
i evaluation frathework for the DRFS Developed !
for the DRFS _ . ot
4.2.  Capacity of refevant Lecring and exchanges visifs on E5 1 &2.7 0 Y ] ¢
stakeholders eghanced | disaster risk financing conducted _ i
Speciclized shorl term trainings on DRF 257 ¢ 3239 308.¢ 32¢0l 0
for MoFEPD and DoDMA conducied o o N N N
Capacity of iccal cuthoritizs on DRF T_ 0
strengthensd o 1.290.1 . 1,548.2 |
Long lerm coursas altended _T 43.4 1519 1047 .0 i
J ANNUAL FINANCIAL REQUIREMENTS 212812 | 14,169.04 | 13.202.43 | 6,365.64 ] 441201 |
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~ 9.2, LIST OF TASK TEAM MEMBERS
§/N__| Name of Officer Division or Deparfment Contact
1 MacDonald Mwale, | Director Economic Affairs mmwale@rbm.mw
PhD
2 Betty Ngoma Director of Debt and Aid bettynGovermnmenta@gmuail.
com
3 Winston Nyasulu Chief Budget Officer- | wnyasuluwinston@gmoil.co
MoFEPD m
4 Stanley Longwe Chief Economist- Economic | swiongwe@gmail.com
Affairs, MOFEPD _
5 Suzgo tuhanga Chief Economist-Poverty | sluhango@gmail.com
Reduction and Socid
Protection- MoFEPD
5 Chimwemwe Principal Economist- | chimwemwe kaunda@gmail
Kaunda Economic Affairs, MOFEPD Com
7 Anwar Mussa Principal Debt and  Ald | anmussa@gmail.com
Officer, MOFEPD
8 Chimvano Thawani Princioal Debt and  Aid | chimvanoihawani@amail.co
Officer- MoFEPD mn
9 Yona Phirl Principal Economist — | yonaphiril Z@gmail.com
DoDMA
10 Loyce Fatchi Principal Economist — PSIP- | loychim@yahoo.co.uk
MoFEPD
11 Chinsinsi Phiri Debt and Aid Officer- | chinsinsiphiri@yahoo.com
MOFEPD
12 Mulder Mkutumula Mitigation Officer - DoDMA | muldermkutumuia@hotmail,
£om
13 Juliana Kapalamula | Economist- DoDMA juliekapalamula@yghoo.co
m
14 innocent Economist-World Bank iphiri@worldbank.org

Pangapanga Phiri
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