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Summary 

When we announced an inquiry into the situation in Malawi, one of our main reasons for 
doing so was that DFID had recently suspended general budget support to Malawi (the 
provision of funds directly to the Exchequer). Additionally, the UK High Commissioner 
had been expelled from Malawi for criticising the then President, Bingu wa Mutharika 
(though the Malawian Government subsequently indicated it would welcome the 
appointment of a replacement). Given these circumstances, we were concerned about 
DFID’s capacity to deliver its programme. 

The suspension of general budget support was a response to the performance of the 
Malawian Government: the then President, Bingu wa Mutharika, had become increasingly 
autocratic, whilst also presiding over an economic crisis. His decision to peg the Malawian 
kwacha to the US dollar had led the currency to become dramatically overvalued, with 
consequent shortages of fuel and foreign exchange. His relationship with his Vice- 
President, Joyce Banda, had deteriorated significantly: whilst constitutionally unable to 
remove her from her post, he expelled her from his Democratic Progressive Party. 

Whilst it suspended general budget support, DFID continued to support poor Malawians, 
both through sector budget support (the provision of funds to specific ministries) and by 
working through NGOs. We support this course of action. We also think the Government 
was right to delay re-appointment of a High Commissioner, as to re-appoint would have 
sent out the wrong signals. 

President Mutharika died of a heart attack in April 2012, and was replaced by his estranged 
Vice-President. President Banda has swiftly begun to reverse her predecessor’s policies, 
and the UK’s relationship with the Malawian Government has improved significantly. The 
focus of our inquiry has changed to reflect this: as well as assessing DFID’s performance 
during the Mutharika era, we have also considered how DFID can best respond to the 
newly changed circumstances in Malawi. 

The Government announced its intention to re-appoint a High Commissioner in late 
April, whilst DFID has brought forward £30 million of bilateral aid (not ‘new’ funding, but 
an earlier-than-planned disbursement of already-allocated funds). This included £10 
million of sector budget support for the health sector. We agree with this. 

DFID is now considering whether to re-instate its programme of general budget support to 
Malawi. Subject to the continuing progress of economic reforms in Malawi, we support re-
instatement. Given President Banda’s commitment to reform, general budget support is 
likely to be the most effective way of providing support to Malawi. We also welcome 
DFID’s willingness to assist with the strengthening of democratic institutions in Malawi. If 
general budget support is reinstated, this work may help to minimise the risk of it being 
suspended again. 

Our Report concludes with an assessment of the various sectors which DFID Malawi 
supports. On social protection, we urge DFID to provide funding for cash transfers in 
Malawi, since the current refusal to support them is inconsistent with DFID policies 
elsewhere. On agriculture, we believe DFID is right to support the Malawian Government’s 
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Farm Input Subsidy Programme (FISP): this programme, developed by the Mutharika 
administration, has played a major role in reducing food insecurity. We also comment on 
DFID’s work in water and sanitation, wealth creation, education and health. 
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1 Introduction 
1. Malawi is one of the poorest countries in the world, with 74% of the population living on 
less than $1.25 per day.1 Rates of maternal, infant and child mortality are amongst the 
highest in the world, whilst 12% of the working-age population suffers from HIV.2 The 
Department for International Development (DFID) is one of Malawi’s largest donors, 
having provided approximately £70 million in bilateral support during 2010–11.3 

2. Most significantly of all, Malawi is a country which has seen dramatic changes over 
recent months. When we announced an inquiry into the situation in Malawi, one of our 
main reasons for doing so was that DFID had recently suspended general budget support 
(the provision of funds directly to the Exchequer), and the UK High Commissioner had 
been expelled from Malawi. Given these circumstances, we were concerned about DFID’s 
capacity to deliver its programme. The suspension of general budget support was a 
response to the performance of the Malawian Government: the then President, Bingu wa 
Mutharika, had become increasingly autocratic, whilst also presiding over an economic 
crisis. His relationship with his Vice-President, Joyce Banda, had deteriorated significantly: 
whilst constitutionally unable to remove her from her post, he had expelled her from his 
Democratic Progressive Party (DPP). Whilst the inquiry was in progress, however, 
President Mutharika died and was replaced by Banda. President Banda has swiftly reversed 
many of her predecessor’s policies, and Malawi’s relationship with its main donors—
including the UK—has improved. 

3. This Report seeks to achieve two objectives. The first is to look back over the Mutharika 
era, and to assess how well DFID coped with an undoubtedly challenging situation. Any 
lessons which DFID is able to learn from Mutharika-era Malawi will be of great value for 
the future. The second objective, by contrast, is to look forward, and to consider how DFID 
can best respond to the newly changed circumstances in Malawi. 

4. We issued our initial call for written evidence in December 2011, and called for further 
evidence in April 2012 in view of the changed circumstances. We received 37 submissions 
of evidence in total, from a wide range of organisations—both UK-based and Malawi-
based. We also held an oral evidence session, with witnesses from DFID, CDC and World 
Vision. The Committee visited Malawi in March 2012, visiting a variety of DFID projects 
and holding meetings with the late President Mutharika (shortly before his death) and with 
the then Vice-President Banda. 

 
 
 
 
 

 
1 Ev w59 

2 Ev w75 

3 Ev 22 
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Date Event 

2004 Bingu wa Mutharika elected as President of Malawi.

2009 President Mutharika secures a second term.
 
His Democratic Progressive Party (DPP) secures a Parliamentary majority for 
the first time. 

December 2010 Vice-President Joyce Banda expelled from DPP (but remains Vice-President) 
after refusing to endorse the President’s brother for the Presidency in 2014. 

February 2011 Public Policy lecturer Blessings Chinsinga accused of trying to incite 
revolution. 

April 2011 British High Commissioner expelled from Malawi for criticising President 
Mutharika’s autocractic ways. 
 
Malawian High Commissioner expelled from UK in response. 

July 2011 DFID and other donors suspend general budget support to Malawi. 
 
NGOs hold demonstrations across Malawi to protest against the Mutharika 
regime. Twenty protestors shot dead by police. 

5 April 2012 President Mutharika dies of a heart attack.

7 April 2012 Joyce Banda sworn in as President.

April – May 2012 President Banda announces new Cabinet, and replaces Inspector-General of 
Police, Head of State Media, and Reserve Bank Governor. 

7 May 2012 President Banda announces currency devaluation.

18 May 2012 New Parliamentary session opens; majority of MPs willing to support Banda 
Government. 
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2 DFID Malawi during the Mutharika era  
5. Bingu wa Mutharika became President of Malawi in 2004, at the head of a minority 
administration. His first term in office, between 2004 and 2009, included some notable 
achievements. Poverty fell; social indicators improved; economic growth was strong; and 
the macro-economic environment was stable.4 In 2009, following these successes, President 
Mutharika’s Democratic Progressive Party secured a parliamentary majority for the first 
time.5 Only then did Malawi begin its descent into crisis. 

Economic crisis of 2009–12 

6. Following his re-election in 2009, President Mutharika opted for a fixed exchange rate, 
with the Malawian kwacha pegged to the US dollar. The kwacha consequently became 
dramatically overvalued, with devastating effects for the country as a whole: foreign 
exchange shortages made it near-impossible to meet the country’s import needs.6 By 2011, 
for example, fuel queues were a daily occurrence in Malawi.7 

Political crisis of 2009–12 

7. After assuming majority control in 2009, the second Mutharika administration became 
increasingly authoritarian and autocratic. A number of new laws were passed, including 
measures granting the Minister of Information the power to ban any publication of his 
choosing in the name of ‘public interest’, and giving police the right to search properties 
without the need to obtain a warrant.8 Many of these repressive laws were subsequently 
sent back to the Law Commission for review, though they were to remain active whilst the 
review process took place.9 It was announced that local elections, which had been 
continually delayed since 2005, would not now be held until 2014—the official reason 
being allegations of fraud concerning the Electoral Commission.10 In February 2011, a 
public policy lecturer was reprimanded by police for giving a lecture on the nascent Arab 
Spring: it was suggested that he was seeking to incite revolution.11 Subsequently, on 20 July 
2011, civil society activists held demonstrations in major cities across Malawi. These 
demonstrations turned violent, with 20 protestors being shot dead by police, and hundreds 
arrested.12 

 
4  Ev w1 

5 Ev w36; Carl W. Dundas, The Lag of 21st Century Democratic Elections: In the African Union Member States 
(Bloomington, IN, 2011), p 327 

6 Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana Cammack), 
November 2011, www.institutions-africa.org 

7 “Government to suspend general budget support to Malawi”, DFID press release, 14 July 2011 

8 Ev w36 

9 Ev 26 

10 Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana Cammack), 
November 2011, www.institutions-africa.org 

11 Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana Cammack), 
November 2011, www.institutions-africa.org; DFID, written evidence; Christian Aid, written evidence 

12 Ev w35; Ev w69; Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana 
Cammack), November 2011, www.institutions-africa.org 
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8. In April 2011, Fergus Cochrane-Dyet, the British High Commissioner to Malawi, 
described President Mutharika as “increasingly authoritarian and autocratic” in a 
diplomatic cable which was subsequently leaked. As a consequence he was expelled from 
Malawi; the Malawian representative was expelled from London in response.13 (During our 
visit, however, it became clear that the Malawian Government had come to regret this 
move: we were told by Peter Mutharika, the then Foreign Minister and brother of 
President Mutharika, that the appointment of a replacement would have been welcomed.)  

9. During the same period, political tensions were heightened by the uncertainty around 
who was to succeed Mutharika as the Presidential candidate for his Democratic Progressive 
Party. (President Mutharika’s second term was due to end in 2014, whereupon he would be 
constitutionally required to stand down.) The President’s preference was for his brother to 
be the candidate. His Vice-President, Joyce Banda, was expelled from the DPP in 
December 2010, reportedly because she intended to put herself forward in 2014:14 she 
subsequently founded her own People’s Party (PP).15 However, Banda remained Vice-
President, since President Mutharika was constitutionally unable to remove her from this 
post.16 

The UK’s response to the crises 

10. Following the expulsion of the British High Commissioner from Malawi, HMG opted 
not to appoint a replacement High Commissioner to Malawi while the Mutharika regime 
remained in office. (The Government finally announced its intention to re-appoint a High 
Commissioner in April 2012, following the change of Government in Malawi.17) During 
our visit, a number of civil society representatives stressed to us that any re-appointment—
at that stage—might have been misconstrued as an indication of UK support for President 
Mutharika. 

11. We believe the UK was right to delay the re-appointment of a High Commissioner 
while the relationship with Malawi remained strained. We feel strongly that any re-
appointment at that stage could have been misconstrued. 

12. General budget support is the provision of funds directly to the Exchequer of the 
recipient country. The funds can be used by whichever ministry the recipient government 
wishes. Sector budget support, by contrast, is the provision of funds directly to a specific 
Ministry in the recipient country. 

13. DFID suspended general budget support to Malawi on 11 July 2011.18 Other general 
budget support donors (European Union, World Bank, African Development Bank, 
Government of Germany, Government of Norway) took similar action.19   However, DFID 

 
13 Ev w36; ”Malawi expels British ambassador”, The Guardian, 28 April 2011 

14 Ev w35-36 

15 Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana Cammack), 
November 2011, www.institutions-africa.org 

16 “Obituary: Bingu wa Mutharika, Malawi’s president”, BBC News Online, 7 April 2012, www.bbc.co.uk 

17 Ev 28 

18 Ev 27 

19 “Government to suspend general budget support to Malawi”, DFID press release, 14 July 2011 
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continued to provide sector budget support throughout the period of crisis. The Secretary 
of State for International Development, Rt Hon Andrew Mitchell MP, told us that: 

...where we were happy with sectoral budget support and could see the way in which 
the money was being effectively spent, delivering services on the ground, we did 
continue with it.20 

We feel this was a wise decision: unlike general budget support, sector budget support 
remains effective even when the motives of the recipient government are questionable, 
since the decision as to which sectors to support remains with the donor. 

14. There was a widespread misconception—both in the media and in official submissions 
to this Committee21—that DFID’s entire programme in Malawi had been suspended. In 
practice, the funds which DFID had intended to provide via general budget support were 
spent in other ways (such as by funding NGOs). DFID’s total spend in Malawi remained as 
originally planned—it was simply the method of delivery which changed.22 

15. DFID was right to suspend General Budget Support in July 2011. Given the political 
and economic crises in Malawi at that time, general budget support was not a sensible 
option. By stopping general budget support yet maintaining overall aid levels, DFID 
was able both to send a signal of its disapproval to the Malawian Government, and—
simultaneously—to continue supporting poor people in Malawi. 

  

 
20 Q 45 

21 Ev w62; “UK cuts aid to Malawi government”, BBC News Online, 14 July 2012, www.bbc.co.uk; “Britain suspends aid 
to Malawi”, Guardian website, 14 July 2011, www.guardian.co.uk  

22 Ev 27 
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3 The future: mechanisms for providing aid 

Change of Government in Malawi 

16. President Mutharika suffered a fatal heart attack on 5 April 2012. The Malawian 
Constitution states that—upon the death of a sitting President—the Vice-President 
assumes the Presidency. Given that the Vice-President, Joyce Banda, no longer represented 
the same party as the President, elements within the DPP sought to prevent her from doing 
so. Within 48 hours, however, it became clear that such plots would be unsuccessful: on 7 
April, a peaceful transition was completed and Banda was sworn in as President.23 

17. Following her succession to the Presidency, Banda appointed what was essentially a 
national unity cabinet: it included eight DPP members who had also been Ministers under 
President Mutharika, together with representatives from a number of other parties.24 Peter 
Mutharika, the late President’s brother, was relieved of his Cabinet duties.25 When the new 
Parliamentary session opened on 18 May, it became apparent the 107 out of 193 MPs were 
willing to support the new Government, thus giving it a working Parliamentary majority.26 

President Banda has also replaced the Inspector-General of Police, the Head of the State 
Media and the Reserve Bank Governor, 27   as the previous occupants of these posts were 
regarded as political appointees.  

18. The above developments are to be welcomed insofar as they demonstrate President 
Banda’s commitment to reform. We are nevertheless  concerned that some recent 
developments—since President Banda’s ascent to the Presidency—have been 
unconstitutional. Section 65 of the Malawian constitution states that MPs must resign their 
seats if they change parties, but this does not appear to have been enforced in respect of 
those joining President Banda’s PP. (We do accept, however, that rigid enforcement of 
Section 65 could have been destabilising in the circumstances and undermined effective 
government.) Furthermore, we have received written evidence which claims that President 
Banda may have strayed beyond her remit by firing certain senior officials.28 As Mark 
Miller said to us in his written evidence: 

...if the UK government donors want checks and balances to constrain bad 
presidents, they should also encourage them to constrain good presidents. 29 

19. Following the death of the late President Bingu wa Mutharika, the achievement of a 
peaceful and constitutional transition of power is a tribute to the people of Malawi. 
President Banda’s early weeks in office have been extremely promising, and she has 
taken hugely significant steps to reverse the damaging policies of her predecessor. We 

 
23 “Malawi’s Joyce Banda puts women’s rights at centre of new presidency”, The Guardian, 30 April 2012, p 14 ; Ev 28; 

Ev w18 

24 Ev 29 

25 “Malawi President Banda sacks rival Peter Mutharika”, BBC News Online, 27 April 2012, www.bbc.co.uk 

26 “DPP ‘tsunami’ in Parliament, PP in majority”, Nyasa Times Online, 18 May 2012, www.nyasatimes.com  

27 Ev 29 

28  Ev w45; “JB faulted on appointments”, The Daily Times Online, 16 April 2012, www.bnltimes.com  

29 Ev w45 
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note that some recent developments—since President Banda assumed office—have 
themselves been unconstitutional: it is important that the Government of Malawi 
continues to operate within the broad framework of the constitution. 

New Government’s attempts to resolve the economic crisis 

20. The new Malawian Government has moved quickly to reverse the damaging economic 
policies pursued by its predecessor. The Reserve Bank of Malawi (RBM) has devalued the 
Malawian kwacha by almost 50%, and has switched to a floating exchange rate.30 In her 
State of the Nation address on 18 May, President Banda stressed that this was part of her 
strategy to resolve the shortage of foreign exchange. Her Government’s immediate aim is 
to ensure availability of sufficient foreign exchange reserves to meet three months’ import 
requirements; in the medium-term, it aims to have sufficient reserves for six months’ 
import requirements.31 

New Government’s attempts to resolve the political crisis 

21. The new Malawian Government has also taken steps to reverse the drift towards 
autocracy. It has, for example, indicated its intention to repeal the laws which the previous 
Government left under Law Commission review, such as those allowing the Minister of 
Information to ban publications and allowing the police to search properties without a 
warrant.32 Further indications of the new Government’s intention to restore civil liberties 
are as follows: 

• intention to bring the inquiry into the shootings of 20 July 2011 to a “conclusive 
end” (this inquiry had already been launched under the Mutharika 
administration), and to launch several additional inquiries: into the deaths of 
various individuals in police custody, and into the death of Robert Chasowa, a 
political activist widely believed to have been murdered, and 

• intention for the Malawi Broadcasting Corporation to act as a “public broadcaster” 
rather than a “mouth-piece of a ruling party.”33 

Implications for DFID’s delivery of aid 

22. Following the change of Government in Malawi in April 2012, DFID told us that it had 
agreed to release £10 million of sector budget support for Malawi’s health sector, together 
with a further £20 million of assistance of which details were “still being finalised.”34 (This 
was not ‘new’ funding, but an earlier-than-planned disbursement of already-allocated 

 
30 Ev 28 

31 State of the Nation address by Her Excellency Mrs Joyce Banda, President of the Republic of Malawi, 18 May 2012 

32 Malawi’s political settlement in crisis, 2011, Africa power and politics background paper (Diana Cammack), 
November 2011, www.institutions-africa.org; State of the Nation address by Her Excellency Mrs Joyce Banda, 
President of the Republic of Malawi, 18 May 2012 

33 State of the Nation address by Her Excellency Mrs Joyce Banda, President of the Republic of Malawi, 18 May 2012 

34 Ev 28-9 
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funds.35) In addition, the Secretary of State told us that the Bank of England had agreed to 
provide technical assistance to the Reserve Bank of Malawi.36 

23. We welcome DFID’s swift disbursement of funds for Malawi’s health sector. Clearly 
the change of Government in Malawi enabled the UK to respond more quickly than it 
would otherwise have done.  

24. Subsequent to its announcement of this funding, in late May 2012, DFID re-launched 
its Operational Plan for Malawi. (This plan is aligned with the Malawian Government’s 
‘Malawi Growth and Development Strategy II’ or ‘MGDS II,’ which was agreed by the new 
Government recently.) The Operational Plan states that DFID will “narrow its focus”, 
since—compared to other donors—it has a low ratio of staff to programmes in Malawi. It 
sets out a proposed ‘division of labour’ between donors, with: 

• DFID leading on health and education; 

• the US and the Global Fund for AIDS, TB and Malaria leading on malaria, and 

• multilateral agencies (e.g. World Bank, EU) leading on infrastructure. 

25. DFID also states in its Operational Plan that: 

• It will “consider whether general budget support should be resumed through the 
Common Approach to Budget Support (CABS) process.” (The Secretary of State 
told us that he hoped to reinstate general budget support before the end of 2012.)  

• For health, HIV and education it intends to use sector budget support.37 (As stated 
above, sector budget support remained in place throughout the period of crisis.) 

26. Given DFID’s status as Malawi’s largest bilateral donor, whatever decision it takes on 
general budget support is likely to have a catalytic effect—other donors are likely to follow 
suit.  The Secretary of State told us that he had held discussions with a number of donors, 
including the Government of Germany, the EU, the IMF and the World Bank.38 In his 
Budget address of 8 June, the Malawian Minister of Finance—Dr Ken Lipenga—
announced that the IMF had agreed to resume support and the World Bank was proposing 
to provide $150 million of additional funding.39 

27. Subject to the continuing progress of economic reforms in Malawi, we urge DFID 
to reinstate general budget support. In view of President Banda’s commitment to 
reform, general budget support is likely to be the most effective way of providing 
support to Malawi. It is important to avoid continuing uncertainty, especially given 
that other donors are likely to follow DFID’s lead. DFID currently expects to make a 
decision by the end of 2012, but we would urge it to make its decision as soon as 
possible. 

 
35 “Britain stands by Malawi”, DFID press release, 12 May2011 

36 Q 33 

37 DFID Malawi, Operational Plan 2011-2015 (refreshed May 2012) 

38 Q 33, Q 46 

39 2012/13 Budget Statement, delivered in the National Assembly of the Republic of Malawi, 8 June 2012. 
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28. If general budget support is reinstated, it will be important to minimise the risk of it 
being suspended again. One way of doing this would be to support the strengthening of 
Malawi’s democratic institutions. There is no guarantee that future presidents will share 
President Banda’s respect for democracy, so it is important that presidential power is 
subject to appropriate checks and balances.40 The Secretary of State assured us that DFID is 
willing to respond to any requests from the Government of Malawi for assistance with 
this.41 

29. We welcome DFID’s willingness to assist with the strengthening of democratic 
institutions in Malawi. If general budget support is reinstated, DFID’s work to 
strengthen democratic institutions may help to minimise the risk of it being suspended 
again. 

  

 
40 Ev w45 

41 Q 44 
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4 The future: choice of sectors 
30. The following table gives an overview of DFID Malawi’s current programmes. (A more 
detailed version of this table appears in DFID’s written evidence, published as an annex to 
this report.) 

Table 1: DFID Malawi’s programmes 

Pillar Programme name and description Cost Period 
Governance Justice for Vulnerable Groups (JVG)

 
£16m 2011-2016

Building Empowerment and Accountability in Malawi 
(BEAM) 
 

£19m 2009-2018

Improved Electoral Environment Programme
 

£6.5m 2012-2015

Growth Energy Efficient Light Bulbs
 

£3m 2012-2013

Rural Roads 
 

tbc In Design

Private Sector Development
 

tbc In Design

Access to Finance 
 

tbc In Design

Resilience Enhancing Community Resilience Programme (ECRP)
  

£16m 2011-2016

Water, Sanitation, Hygiene Promotion and Capacity 
Building programme 
 

£0.95m 2010-2012

Water, Sanitation and Hygiene Programme
 

£19.4m 2012-2015

Agriculture Sector Support
 

£35m 2012-2016

Human 
Development 

Keeping Girls in School programme
  

£37.5m 2012-2016

DFID’s Education Sector Reform Programme
  

£50m 2012-2013

Malawi Health Sector Programme
 

£110m 2011-2016

Family Planning programme
 

£25m 2012-2018

Emergency Drug project
  

£13.5m 2011-2012

HIV & AIDS programme
 

tbc In Design

Source: Ev 30-1 

Social protection 

31. Following the devaluation of the Malawian kwacha on 7 May 2012,42 the price of most 
commodities has increased by between 30% and 65%. Fuel prices have increased by 30% 
and electricity prices have increased by 63%.43 We anticipate that price rises will have less 
effect on the rural poor, since the rural economy is largely subsistence-based. The urban 
poor, however, will be badly affected, and an increase in social protection programmes is 

 
42 Ev 28 

43 Ev w18 
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likely to be needed. In their recent supplementary written evidence, DFID tells us that 
“donors are working on a rapid scale-up of existing social protection programmes,” 44 but 
the Committee does not yet know what this will entail. 

32. One of the most effective forms of social protection is cash transfers—small cash 
payments given directly to the poorest. A number of donors are supporting cash transfer 
programmes in Malawi, but DFID is not currently doing so. During our visit we were told 
that the current programme of conditional cash transfers (CCTs) is funded jointly by 
UNICEF, Germany and the EU. Launched 4-5 years ago in one specific district, it has now 
been scaled up to cover seven districts, with cash transfers provided to the poorest 10% of 
the population in each participating district. In her recent State of the Nation address, 
President Banda stated that in 2011–12, this programme had benefitted over 100,000 
people (of whom 64% were children), in 27,925 ultra-poor and labour-constrained 
households.45 

33. We are surprised that—whilst DFID Malawi is willing to spend £3 million on energy—
efficient light bulbs—it has as yet been unwilling to support cash transfers. DFID Malawi’s 
lack of involvement in cash transfers stands in stark contrast to DFID policy in 
neighbouring countries: during our recent visit to Zambia, we were told that DFID has 
made a long-term commitment to supporting cash transfers. The Secretary of State told us 
that cash transfers was one of the options his Department was considering, but he was 
unable to make any specific commitment.46 

34. Cash transfer programmes can make an important contribution to poverty 
reduction. Given its enthusiastic support for such programmes in other countries such 
as Zambia, DFID clearly recognises this. Its current lack of support for cash transfers in 
Malawi—particularly given the levels of poverty which exist there—is difficult to 
understand. We recommend that DFID join UNICEF, Germany and the EU in 
supporting  cash transfers in Malawi. 

Agriculture 

35. Malawi is densely populated, and has only one harvest season per year. Yet in spite of 
these challenges, it has enjoyed a maize surplus. 47 This success has been widely attributed 
to the Malawian Government’s Farm Input Subsidy Programme (FISP), which DFID 
supports. 48  The Mutharika administration, despite its shortcomings in other areas, should 
be credited for developing this programme. In 2011–12, its seventh year of operation, the 
programme delivered 140,000 tonnes of fertiliser, 7,000 tonnes of improved maize seed and 
2,800 tonnes of legume seed at heavily subsidised prices, to a total of 1.4 million resource-
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46 Q 36 

47 State of the Nation address by Her Excellency Mrs Joyce Banda, President of the Republic of Malawi, 18 May 2012 
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poor smallholders. The cost to smallholders was 500 kwacha (£1.95 at March 2012 prices49) 
for a 50kg bag of fertiliser and improved maize and legume seed.50 

36. In their written evidence to us, Andrew Dorward and Ephraim Chirwa—academic 
experts in this field—report that there is “widespread agreement” that FISP has been 
successful. In addition to its positive impacts in terms of food security, there is also 
evidence that the rural poor have enjoyed real-terms wage increases as a result of FISP51—a 
consequence of smallholders selling their produce for cash. 

37. During our visit to Malawi, we met with some smallholders who had benefitted from 
FISP. We were told that the programme had been of particular benefit to poor female-
headed households, orphans, and older people. 

38. Despite these successes, FISP has not been entirely without problems. In 2010–11 
and—especially—2011–12, shortages of fuel and foreign exchange led to difficulties in the 
distribution. Additionally, anecdotal evidence suggests that some inputs (seeds / fertiliser) 
have failed to reach their intended beneficiaries.52 

39. Whilst subsidised seed is distributed via local retailers, the Committee is concerned 
that—since 2009—subsidised fertiliser has not been. The Malawian Government’s 
medium-term plan recognises the need to re-engage with local retailers on fertiliser 
distribution.53 

40. The Malawian Government’s Farm Input Subsidy Programme (FISP)—which 
DFID has supported—has been a great success. The programme provided subsidised 
seed and fertiliser to 1.4 million beneficiaries in 2011–12, and the Committee saw for 
itself the benefits of this support. 

41. Given the present concern about the non-involvement of local retailers in 
distributing FISP fertiliser, we urge DFID to support the Malawian Government in its 
attempts to resolve this. Local retailers are already involved in the distribution of FISP 
seeds, and indeed were involved with FISP fertiliser as recently as 2009. Bringing local 
retailers on board can only be a good thing, particularly in view of DFID’s commitment 
to developing the private sector.  

Other sectors 

Wealth creation 

42. Supporting wealth creation has been an increasingly high priority for DFID in recent 
years, and the recent Operational Plan makes clear DFID Malawi’s intention to support 
private sector development.54 Since taking office, President Banda has made it clear that 
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this is an equally high priority for her Government.55 The precise policies to be adopted in 
pursuit of wealth creation are a matter for the Malawian Government to determine. 
However, it will be particularly crucial to encourage economic diversification: the current 
focus on tobacco56  is unlikely to be sustainable in view of declining demand. 

43. It will be equally critical to make Malawi’s exports more competitive.57 Moreover, as a 
small landlocked country, regional infrastructure (for example, transport links with 
neighbouring countries) will also be of great importance to Malawi’s long-term economic 
development. In her recent State of the Nation address, President Banda announced that 
VALE Logistics, the Brazilian mining company, intended to fund the construction of a 
railway from Chapananga to Nkaya (to connect with the existing rail network), as well as 
restoring the existing line between Liwonde and Nkaya.58  

44. DFID can itself support wealth creation in Malawi in a number of ways. Speaking at 
Chatham House in June 2012, President Banda’s special adviser stated that the Malawian 
Government would welcome DFID’s assistance in identifying ‘strategic partners’ in the UK 
and/or Europe—organisations that would be willing to work in partnership with the 
Malawian private sector, and—by so doing—build the capacity of the latter.59 UK-based 
management training institutions might be one example.60  

45. The UK could also support wealth creation in Malawi via CDC. Diana Noble, its CEO, 
told us that CDC would be focusing more heavily on “the poorest countries in Africa and 
South Asia61.” We understand, both from the evidence we received62 and from our own 
visit to Malawi, that industries such as agri-processing have considerable potential in 
Malawi. Malawi Mangoes—one enterprise we visited—appeared to have particular 
potential. 

46. Improving Malawi’s power generation capacity will also be fundamental: this sector 
might benefit from DFID support. It has also been highlighted to us that the poor quality 
of management information within the Ministry of Finance and Planning has undermined 
Malawi’s economic development:63 there may be a possibility for DFID to provide technical 
assistance in this area. 

47. We welcome DFID’s intention to support private sector development in Malawi. In 
support of this, we recommend that DFID assist the Government of Malawi to identify 
‘strategic partners’—organisations that would be willing to work in partnership with 
the Malawian private sector. DFID should also consider what other ways it can support 
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wealth creation in Malawi, such as by supporting power generation or providing 
technical assistance. CDC should also be encouraged to invest in Malawi. 

Health 

48. During our visit, we were told that both primary healthcare (treatment at clinics) and 
secondary healthcare (hospital treatment) were available for free in Malawi. However, we 
received evidence which highlighted serious staff shortages across the health sector.64 In his 
recent evidence to another inquiry being undertaken by this Committee, the Parliamentary 
Under-Secretary of State for International Development, Mr Stephen O’Brien MP, said 
that he intended to encourage UK-based medical professionals to spend three or six 
months working in a developing country, as a standard part of their professional 
development. 

49. We are concerned about the shortage of adequately-qualified health professionals 
in Malawi. We welcome the Parliamentary Under-Secretary of State’s enthusiasm for 
encouraging UK-based medical professionals to undertake secondments in developing 
countries, as this may be of significant benefit to Malawi.  

50. One of the key health issues is maternal health and family planning. While in Malawi 
we were told that the fertility rate has shown only a very small decline in recent years (from 
6.2 children per woman in 2000, to 5.7 in 2011). This reflected the low take-up of 
contraception, and lapses in its use. 

51. Whilst in Malawi we met with staff of Banja la Mtsogolo, an NGO established by Marie 
Stopes. Banja la Mtsogolo is currently promoting long-term methods of contraception, 
especially implants, in Malawi. We also received written evidence which suggests that 
injectable contraceptives were particularly popular with Malawian women.65 

52. Empowering women to choose how many children to have, and allowing them to 
space births as they choose, will be critical to Malawi’s long-term development. We 
commend DFID for its longstanding commitment to addressing these challenges. In 
view of evidence which suggests injectable contraceptives  are particularly popular with 
Malawian women, we urge DFID to focus more on this particular method. 

Education 

53. In Malawi, since the introduction of free primary education in 1994, enrolment has 
increased significantly.66 However, at secondary and tertiary level there has been less 
progress. During our visit we were told that secondary and tertiary education were subject 
to user fees, and until recently there had been only two public universities in the whole of 
Malawi, with only a few thousand places available.67 Currently only 15% of primary school 
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leavers attend secondary school, and only 3% of secondary school leavers obtain a public 
university place.68 

54. For students unable to gain a place at a public university in Malawi, the private 
university sector represents an alternative. There are currently around six private 
universities operating in the country, but fees are very high.69 The new Malawian 
Government has indicated its intention to support private universities through public-
private partnerships.70 

55. Historically, the problem of access to tertiary education in Malawi has been 
compounded by the presence of regional quotas, with a certain number of places reserved 
for students from each region, irrespective of the qualifications of the students concerned.71 

The new Malawian Government has indicated its intention to abolish these quotas.72 

56. Poor levels of education constitute a major constraint on Malawi’s development. In 
particular, public university places in Malawi are extremely limited. The private 
university sector represents an alternative, and we welcome the new Malawian 
Government’s intention to support the private university sector by means of public-
private partnerships. However, tuition fees are often prohibitively high, putting a 
university education beyond the reach of most Malawians. We therefore urge DFID to 
consider funding scholarships. 
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Conclusions and recommendations 

DFID Malawi during the Mutharika era 

1. We believe the UK was right to delay the re-appointment of a High Commissioner 
while the relationship with Malawi remained strained. We feel strongly that any re-
appointment at that stage could have been misconstrued. (Paragraph 11) 

2. DFID was right to suspend General Budget Support in July 2011. Given the political 
and economic crises in Malawi at that time, general budget support was not a 
sensible option. By stopping general budget support yet maintaining overall aid 
levels, DFID was able both to send a signal of its disapproval to the Malawian 
Government, and—simultaneously—to continue supporting poor people in Malawi. 
(Paragraph 15) 

The future: mechanisms for providing aid 

3. Following the death of the late President Bingu wa Mutharika, the achievement of a 
peaceful and constitutional transition of power is a tribute to the people of Malawi. 
President Banda’s early weeks in office have been extremely promising, and she has 
taken hugely significant steps to reverse the damaging policies of her predecessor. 
We note that some recent developments—since President Banda assumed office—
have themselves been unconstitutional: it is important that the Government of 
Malawi continues to operate within the broad framework of the constitution. 
(Paragraph 19) 

4. We welcome DFID’s swift disbursement of funds for Malawi’s health sector. Clearly 
the change of Government in Malawi enabled the UK to respond more quickly than 
it would otherwise have done.  (Paragraph 23) 

5. Subject to the continuing progress of economic reforms in Malawi, we urge DFID to 
reinstate general budget support. In view of President Banda’s commitment to 
reform, general budget support is likely to be the most effective way of providing 
support to Malawi. It is important to avoid continuing uncertainty, especially given 
that other donors are likely to follow DFID’s lead. DFID currently expects to make a 
decision by the end of 2012, but we would urge it to make its decision as soon as 
possible. (Paragraph 27) 

6. We welcome DFID’s willingness to assist with the strengthening of democratic 
institutions in Malawi. If general budget support is reinstated, DFID’s work to 
strengthen democratic institutions may help to minimise the risk of it being 
suspended again. (Paragraph 29) 
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The future: choice of sectors 

7. Cash transfer programmes can make an important contribution to poverty 
reduction. Given its enthusiastic support for such programmes in other countries 
such as Zambia, DFID clearly recognises this. Its current lack of support for cash 
transfers in Malawi—particularly given the levels of poverty which exist there—is 
difficult to understand. We recommend that DFID join UNICEF, Germany and the 
EU in supporting  cash transfers in Malawi. (Paragraph 34) 

8. The Malawian Government’s Farm Input Subsidy Programme (FISP)—which DFID 
has supported—has been a great success. The programme provided subsidised seed 
and fertiliser to 1.4 million beneficiaries in 2011–12, and the Committee saw for itself 
the benefits of this support. (Paragraph 40) 

9. Given the present concern about the non-involvement of local retailers in 
distributing FISP fertiliser, we urge DFID to support the Malawian Government in 
its attempts to resolve this. Local retailers are already involved in the distribution of 
FISP seeds, and indeed were involved with FISP fertiliser as recently as 2009. 
Bringing local retailers on board can only be a good thing, particularly in view of 
DFID’s commitment to developing the private sector.  (Paragraph 41) 

10. We welcome DFID’s intention to support private sector development in Malawi. In 
support of this, we recommend that DFID assist the Government of Malawi to 
identify ‘strategic partners’—organisations that would be willing to work in 
partnership with the Malawian private sector. DFID should also consider what other 
ways it can support wealth creation in Malawi, such as by supporting power 
generation or providing technical assistance. CDC should also be encouraged to 
invest in Malawi. (Paragraph 47) 

11. We are concerned about the shortage of adequately-qualified health professionals in 
Malawi. We welcome the Parliamentary Under-Secretary of State’s enthusiasm for 
encouraging UK-based medical professionals to undertake secondments in 
developing countries, as this may be of significant benefit to Malawi.  (Paragraph 49) 

12. Empowering women to choose how many children to have, and allowing them to 
space births as they choose, will be critical to Malawi’s long-term development. We 
commend DFID for its longstanding commitment to addressing these challenges. In 
view of evidence which suggests injectable contraceptives  are particularly popular 
with Malawian women, we urge DFID to focus more on this particular method. 
(Paragraph 52) 

13. Poor levels of education constitute a major constraint on Malawi’s development. In 
particular, public university places in Malawi are extremely limited. The private 
university sector represents an alternative, and we welcome the new Malawian 
Government’s intention to support the private university sector by means of public-
private partnerships. However, tuition fees are often prohibitively high, putting a 
university education beyond the reach of most Malawians. We therefore urge DFID 
to consider funding scholarships. (Paragraph 56) 
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Resolved, That the Report be the Third Report of the Committee to the House. 

Ordered, That the Chair make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of 
Standing Order No. 134. 

Written evidence was ordered to be reported to the House for printing with the Report, together with written 
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Oral evidence
Taken before the International Development Committee

on Wednesday 13 June 2012

Members present:

Sir Malcolm Bruce (Chair)

Richard Harrington
Pauline Latham
Jeremy Lefroy

________________

Examination of Witnesses

Witnesses: Michelle Kwamy, Country Programme Manager, Southern Africa, World Vision, Diana Noble,
CEO, CDC, and Rod Evison, Managing Director, Africa, CDC, gave evidence.

Q1 Chair: Welcome and thank you for coming in to
give evidence this morning. Before the introductions,
may I just explain that the format of the session this
morning has been slightly changed? The Secretary of
State is giving evidence at 10 past 10 specifically on
Malawi, and then after him Stephen O’Brien and Mike
Hammond will give evidence on Zambia; so,
obviously, we will be aiming to finish this session at
10 past 10 for the Secretary of State. Having said that,
again, welcome. Thank you for coming in to help us
with this inquiry. For the record, please introduce
yourselves.
Michelle Kwamy: Good morning. My name is
Michelle Kwamy. I am the Regional Manager for
Southern Africa region for World Vision UK.
Diana Noble: I am Diana Noble. I am the new-ish
CEO of CDC. I joined at the beginning of November.
Rod Evison: I am Roderick Evison, the not-so-new
Managing Director for Africa in CDC.

Q2 Chair: This question is slightly divided; I will
start with World Vision if I may. Obviously
circumstances have changed somewhat dramatically,
in Malawi particularly, since the Committee met both
the then President and the somewhat isolated then
vice-President. However, the level of deterioration
that has happened in Malawi is such that the question
really is: was budget support continued for too long?
Should it have been suspended earlier? Do you have
a view about that?
Michelle Kwamy: I think the issue of budget support
is a political decision, beyond the response of World
Vision as an NGO working within country. Whatever
decision was made, one of the key things to consider
is the impact of the decision on the most vulnerable
within country, and whether there was ongoing
support for programmes outside of the country.

Q3 Chair: I suppose that is part of the point of that
question: if you had a Government where the
relationship with donors, and with the people, was
deteriorating, was there not an apparent danger that
budget support would not be getting to the people or
would be misused, and that in fact it would have been
better to make sure that the money was directed
precisely to the people who you were most
concerned about?

Mr Michael McCann
Alison McGovern

Michelle Kwamy: There are several examples from
neighbouring countries, for example Zimbabwe, of
where mechanisms such as the Multi-Donor Trust
Fund have been used to facilitate the disbursement of
aid through other mechanisms when it is difficult to
use the direct budget support. Our experience of that
and our view of similar funds that arise in the Malawi
context, such as the Tilitonse Fund, are positive. I am
sorry; I am not sure I am addressing your question.

Q4 Chair: Let me help you the other way around.
We have a change of Government, we have a new
President. Does World Vision have a view as to how
it thinks the aid relationship should now proceed
under the changed situation?
Michelle Kwamy: DFID has clearly remained
engaged with the new Government since they came
to power recently, and those communication channels
should continue to remain open. We have continued
to have positive dialogue with them as well, and there
has been an openness on the part of DFID to continue
to have a dialogue with us as members of civil society
on the experience we are seeing on the ground.

Q5 Chair: You say that DFID has failed to focus
adequately on the most off-track MDGs. If you think
budget support is a decision for the Government and
not something World Vision has a strong view about,
and having said you think DFID has failed to tackle
the most off-track MDGs, what do you think they
should now do?
Michelle Kwamy: DFID has only recently, within the
last couple of days, published its country operations
plan for Malawi, which is most welcome, because
obviously we were keen to have a bit of clarity on the
direction DFID are focusing on for Malawi over the
next period up to 2015. Reviewing the vision that is
within that document, we would wish to affirm their
commitment to support economic recovery and to
protect the poor; their recognition of the specific needs
of girls and women; the scale-up in water and
sanitation, which perhaps does not come through as
clearly as it might; girls’ education and so forth; the
empowerment of local citizens to engage with their
Government at local and other levels; and increasing
the local accountability and space for dialogue. All of
these areas we would very much affirm. The areas
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that we believe would potentially require additional
investment are focused on health and education:
maternal and child health specifically, and gender
equity within the education sector. We would also
look at teacher development and supporting teacher
training.

Q6 Jeremy Lefroy: Turning to the DFID programme
in Zambia, World Vision makes a number of
recommendations. Is there anything you would
particularly like to emphasise from your written
evidence as to where you think DFID is on the right
track, and perhaps where you think it should be doing
more, or doing less?
Michelle Kwamy: We believe that generally the right
priorities are laid out in DFID’s programme for
Zambia, with a focus on human and social
development, governance and wealth creation. Wealth
creation is an essential focus, particularly where that
relates to activities in the rural areas, given that the
highest levels of poverty are experienced there. What
we think is important in the response, under that
particular sector, is that some level of differentiation
is made between subsidised programming for those
below the poverty line and those who are on or
slightly above that, in terms of support and
self-sustaining programmes, leading more towards
support through microfinance.

Q7 Jeremy Lefroy: My colleague Richard
Harrington will come on to wealth creation, but I
would like to explore a little more with you other
areas such as health and education. For instance, one
thing the Permanent Secretary at the Ministry of
Health, Dr Mwaba, said to us was that there is a real
problem with the shortage of qualified staff in the
health sector. Can you point to things that DFID could
do more of, or was doing, to assist the Ministry of
Health, or perhaps in other ways assist the Minister of
Health? I think all of us felt there are some excellent
people in the Ministry of Health, particularly Dr
Mwaba himself, who gave us a great deal of
confidence. But how could DFID help more?
Michelle Kwamy: It is an area we would wish to
provide a written response on. I do not feel I am
adequately equipped to give you the response that you
require. If you are happy with us submitting some
further written evidence, I would be very happy to
supply it.
Jeremy Lefroy: Yes, we all felt that this was an
important issue. We were talking about wealth
creation, and Mr Harrington is going to ask about that.

Q8 Richard Harrington: In your submission, I think
you are quite concerned about some aspects of DFID’s
wealth creation programmes. That is important to us,
not just for the country we are talking about today,
but maybe it is generic to DFID’s wealth creation
programmes throughout the world. As we know, it is
a very important, hugely accelerated part of DFID’s
activities, so we would appreciate it if you would
comment on that, but particularly, can you expand on
your concerns about DFID’s wealth creation
programmes, and what mistakes do you think they are

about to make? It was not clear from your submission,
yet it is hugely important to us.
Michelle Kwamy: In reviewing the submission that
we made to the development commission, two areas
were highlighted. One relates to the copper mining; I
do not know whether it fits, in your mind, within the
wealth creation aspect, or simply under poverty and
hunger.

Q9 Richard Harrington: But you are criticising
DFID’s wealth creation programme, which I assume
to be the programme they are undergoing to assist
private sector commercial development in these
countries.
Michelle Kwamy: I think the point that we were trying
to make in our submission focused on the concern that
whatever programming or aid is made available for
wealth creation reaches the poorest of the poor and is
able to work from the bottom up, rather than relies
too heavily on a trickle-down through investment in
those who are higher up.
Richard Harrington: I am sorry; I do not understand
what you are talking about.
Michelle Kwamy: Sorry, I am slightly nervous.
Richard Harrington: So am I, don’t worry.
Michelle Kwamy: Oh good, thank you. Our concern
as an NGO would be that the poorest and most
vulnerable are able to participate in any wealth
creation programmes, and that they would be
supported through capacity building initiatives.

Q10 Richard Harrington: I will give you an
example of some things I would call wealth creation:
helping microfinance; helping groups of subsistence
farmers to buy agricultural machinery so they could
start a more commercial type of farming operation.
Would you support that kind of wealth creation
programme?
Michelle Kwamy: We would be in support of it. We
would also wish to see support that would enable
participation for those individuals at the poorer level
of society who may not have had prior experience of
engagement in the market, for example group savings
activities and training in capacity for those groups, to
bring them into the market.

Q11 Richard Harrington: So on the other side of
that coin, to give us some red warning signs, what
kinds of wealth creation projects have DFID gone into
that you would not think are the right things to
support? In your submission you warn us about these,
but can you give us some examples?
Michelle Kwamy: I am sorry; once again I may have
to—
Richard Harrington: Don’t worry; it’s not the
Leveson Inquiry. We are just interested.

Q12 Chair: You may want to come back to us
afterwards. The point Mr Harrington was rightly
making is: we believe wealth creation is part of a
process of reducing poverty. You are clearly saying,
“Yes, provided you do it in the right way.” What we
are looking for is what you think is the right way, and
what might be the wrong way. You have said it needs
to be accessible to very poor people. But what would
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be helpful, whether you want to tell us now or write
to us afterwards, is what kinds of projects you think
fit that bill. Are there projects that DFID is supporting
that do not, or that you feel are too pro the middle
classes or the already better off? That is the sort of
thing we are looking for. If you cannot answer that
question now, that is fine, but you might want to give
us a note afterwards.
Michelle Kwamy: Yes. I would certainly wish—

Q13 Richard Harrington: Bear in mind that our job
is to scrutinise what DFID is doing, and an important
plank of DFID’s expansion or focus is towards getting
the private sector going in the various countries in
which it operates. We are very interested in your
views on that. Your concern about it was flagged to
us because you actually mentioned it in your own
submission.
Chair: If you want to come back to us, that is fine.
Michelle Kwamy: I would appreciate that, in order for
us to consult with the World Vision funded MFI
within Zambia about their experience. There is
certainly a place to support private sector engagement,
but that needs to be balanced with programmes that
would make it more accessible to the poor and
vulnerable.
Chair: Thank you for that. Moving on to CDC,
obviously it is undergoing some transformation, of
which this Committee was very much in favour. You
will be aware of the Report we produced last year
and the extent to which the Government appears to
be following quite a number of our recommendations.
Pauline Latham will start the questions.

Q14 Pauline Latham: Your memo states that the
process of switching to undertaking more direct
investment will require the recruitment of new staff
and skills and will take time. Do you now have those
required staff in place, how many do you have and
what skills have they brought? Have all the changes
that you planned been undertaken now?
Diana Noble: I think it might be helpful to put my
answer in the context of all the changes that are
happening at the moment; it will be easier to
understand our recruitment needs in that context.
Firstly, it is a pleasure to be here and give an update to
the Committee, because you have provided invaluable
advice to CDC, which, as you say, we have largely
incorporated into our plans going forward. CDC is
changing, but we are also trying to keep what is best
and build on that as well. The changes fall largely into
four areas. The first is remuneration, which we will
come back to in specifically answering your question.
We made changes to remuneration to make it fit for
purpose; it was one of my first priorities when I joined
in November, and it was implemented for all new staff
from 1 January. So we moved very quickly on that.

Q15 Pauline Latham: But not old staff?
Diana Noble: The old staff will transition from the
old system to the new, because there are contractual
arrangements that need to run out. After that transition
period, which will take 18 months, everyone will be
on the same compensation system. The second change
that we are making is that we are shrinking our

geographies to focus exclusively on Africa and South
Asia, which was a recommendation of the Committee.
But we are actually going further than that. We are
putting in place a methodology to ensure that enough
of our capital goes to the poorest regions and countries
in Africa and South Asia. The third thing we are doing
is to start rebuilding, as you say, our ability both to
lend and to provide equity directly to companies, but
this will definitely take time, and we need to be
cautious in the way we do it. Today, we have only 15
investment professionals across all regions and
products. Therefore, it is sensible, as we recruit and
add to that team, that we start to re-enter those
markets cautiously and alongside other lenders and
investors who can lead those transactions and have the
networks and resources to source due diligence and
monitor investments; we can follow on behind them.
That is our strategy in the first couple of years.
The fourth change we are making is to put
development impact absolutely at the heart of what we
do. From my background at the Clinton Foundation, I
understand that defining and measuring development
impact is an interesting, challenging and big topic. At
CDC, we have used that knowledge to focus on a
definition of development impact that we think works
for us. We have also put in place a methodology to
ensure that our investments across all the things we
do, whether it is funds or investing directly, meet that
definition and can deliver on it, and our compensation
is tied to it as well.
So those are the four big changes we are making, but
we are not throwing any baby out with any bathwater,
we hope. I have with me today Rod Evison, who as
you know has been 20 years at CDC and has been
leading the fund selection part of CDC. I know the
Committee looked at that carefully last time, and
endorsed the value CDC brings through its funds
business. Clearly, we will keep that and continue to
do the valuable things, particularly in terms of backing
new teams in Africa and South Asia. That strategy has
brought us investment in 1,126 companies, which pay
$3.5 billion in tax and employ 976,000 people. So,
that is the core of what we do today, but clearly we
are changing to build on that.
The last important thing that I want to say is that, even
though we are focusing on development impact, we
are not over-steering away from financial return. We
will take more risk, and it is important that we do,
in getting capital to harder places such as Malawi.
However, we must look at everything through the lens
of a very commercial approach. Bringing it back to
the question you asked, we must hire people with the
skills and ability to make good judgments about where
our capital goes in these countries. So, we are putting
in place a lot of effort. In fact, I spend at least 50%
of my time on recruitment, because today, as I say, we
only have 15 investment professionals; we only have
47 people in the organisation. As a comparison,
PROPARCO, a DFI in France, is about our size in
terms of their balance sheet, but they have 150 people.
So, that gives an idea of the scale of the challenge and
why it is going to take time to build CDC back to
what the strategy says, in time, we should be.
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Q16 Pauline Latham: You said that you were going
to come back to the remuneration point.
Diana Noble: The philosophy behind the
remuneration framework we have put in place is that
CDC should not be a place of work for people who
are motivated solely by personal financial gain. They
should be people with the highest possible investment
skills but who are really motivated to use those skills
to achieve development impact in the countries we
want to. We know those people exist; they are only a
small proportion of the market, and we have to work
hard to identify them and bring them on board,
because they will not be paid what they would be
paid, for example, in the alternative—in private equity
firms. The new remuneration framework specifies
absolutely that we no longer benchmark ourselves to
private equity, so it is explicit to people that they are
taking a discount to come and join us, but that is a
good test that their motivations are what we want
them to be: to achieve impact in these countries.

Q17 Pauline Latham: In doing so, will you get the
right calibre of people to come and join you? And
what is the general package, in terms of salary, that
you are talking about?
Diana Noble: In the last few months, we have
upgraded our recruitment processes to ensure that we
only hire people of the calibre we want. It is hard to
invest in our regions and have good judgment. We
now have an assessment day that everyone must go
through, where they do a case study; they have an
hour-and-a-half structured interview; they have to
give a presentation themselves; they meet their peers;
and we test that they are really engaged. At the end
of that day, we have a pretty good view on whether
they have the skills we want. We also have
psychometric profiling and things like that we can do
if we have any other questions. Through that process,
we have hired six or seven people so far. So, we are
making progress but, as I say, it takes time.
Leading to the remuneration framework, it is up on
our website and anyone can read it, so we are being
totally transparent. The base salaries are benchmarked
to other DFIs, so it is very clear that we are no longer
benchmarked to private equity, as I say. There is a
small annual bonus, capped at 20%, which we feel is
important to motivate people annually, based on
personal objectives. Then there is a long-term scheme,
which is driven by development impact, not just by
financial return as it was in the past, and it is a much
smaller proportion than it was. The total package
people can earn has been brought down dramatically.
Speaking personally, I am at a much lower salary level
than the previous CEO. Again, that is transparent; I
think it is in the annual report and up on the website
as well.

Q18 Jeremy Lefroy: It is very encouraging to hear
that a lot of the recommendations from our Report
have been put into practice. You talk about
development impact. Could you explain what you
mean by that? It is a rather general phrase.
Diana Noble: We have done a lot of thinking about
this, to try to narrow it down. The core of what we
think about as development impact is supporting the

building of businesses; so our capital must be going
where it has opportunities to grow that business, not
just either to provide leverage to create value or price
arbitrage. We want to take companies from a certain
level and really grow them so that they then create
jobs. Our main purpose is to create jobs, but also the
environment for jobs. Putting in place essential
infrastructure—building a power station for
instance—may not in itself create a huge number of
jobs, but of course, as the power starts flowing, you
create the environment where lots of businesses can
flourish in time. So it is direct and indirect job
creation, but also doing that in the poorer regions in
Africa and South Asia so that enough of our capital
goes to those regions.
That is the core. Having said that, that is not
everything we will measure. As we have in the past,
we will track other measures such as taxes paid, such
as the development of the private sector. But we are
actually going to put more resources into place in
looking at this area than we have in the past. We have
just defined a new role, Director of Development
Impact, and have put a spec out. DFID are working
with us to try to identify this person who will really
be able to make sure we track and measure the right
things going forward.

Q19 Jeremy Lefroy: Have you disinvested from or
sold any investment because development impact has
not been up to scratch in the last year?
Diana Noble: No. However, looking across our
portfolio, I think it is fair to say that there are a lot of
great examples. One of the things we have probably
not done well enough is to communicate those
examples of great impact. We cannot guarantee that
every single one of our investments will do what we
want it to do; that is why we have a portfolio.
However, certainly when I came in and looked at the
things that were already happening before we even
put our new strategy in place, there were some really
fantastic examples of our capital going to build
businesses and create jobs in hard places. We just have
to do a better job of communicating that.

Q20 Jeremy Lefroy: What I was trying to get at was:
an investment may initially be extremely good at
creating jobs, but there will come a time when it is
quite mature and perhaps the money will be better
spent elsewhere, and that investment, even though it
may be providing good return to CDC, is not actually
providing great additional development impact.
Therefore it would be better to sell and move the
money somewhere the development impact could be
greater. Are you looking at that?
Diana Noble: In the funds business there is an
inherent pressure to sell business. Interestingly, one
criticism of the fund business is that the capital is not
long term enough. As I am sure everyone around the
table knows, private equity funds have a 10-year
tenure; they invest over five years and then realise
over five years. There is always an end date giving a
momentum to turning the capital over, realising the
investments that have been made, and making new
ones. As we make our own direct investments, the
question will become more pertinent as to how long
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we should hold them. Should we hold beyond a
certain period? One of our strategies, as you will have
read from the submission, is to develop in time some
corporate pioneering platforms where we back
management teams to buy and build businesses across
lots of different countries over time. When we find a
great management team, it makes sense over 10 or 15
years to keep giving them more capital if they have
a successful strategy to add new countries and new
operations, and create lots of jobs over that period.
But we will clearly need to be very close to that
management team so we can say, “You are running
out of steam, and we think you have come to the end
of that period.” I think you are right.

Q21 Jeremy Lefroy: DFID clearly have a lot of
people on the ground in the countries in which you
are making investments. We have tended to find there
is not as much synergy between the work of DFID
and CDC as we would like to see. DFID staff can
often identify in the course of their work, even if it is
tangential to it, projects that could potentially be
invested in. We did not seem to see a consistent way
of bringing those to the attention of CDC, or even of
thinking that we should perhaps raise that with CDC.
Is that something you are addressing?
Diana Noble: It is a really interesting topic. In the
first six months, I have focused on what we need to
do ourselves and to get some real clarity on that. Now
we know what we want to do, I think there is an
opportunity to engage much more with DFID, both in
London and in the offices, to see how their growing
and exciting private sector initiatives can be
synergistic with ours. For example, when I was in
Malawi, we had some really interesting conversations
with the Malawi DFID team about how they can help
us and how we can help them. These are really early
stage conversations, and it is a theme that you are
right to highlight. It needs to be on our agenda over
the next year, from both sides, frankly: from ours and
from DFID’s.

Q22 Alison McGovern: Returning to your
comments about remuneration, have you, as a new
broom, conducted a gender pay audit yourself? Do
you plan to do that going forward?
Diana Noble: Do you mean a gender pay audit
within CDC?

Q23 Alison McGovern: Yes, of people who are
directly employed by CDC.
Diana Noble: No, I have not done that specifically.
As you can tell, I am a woman in charge of CDC, so
it matters to me that we have good gender balance.
Actually, I feel we do, but I have not specifically done
an audit.

Q24 Alison McGovern: The reason I am asking that
question is that, when we previously conducted our
Report, it was something I asked the previous CEO,
who looked quite surprised by it. If I may, going
forward, it would not be a bad idea, given the issues of
finance and women’s place in financial roles. I think it
would be helpful.

Diana Noble: Fair enough. We would be very happy
to do that. If you came to our offices, which you are
very welcome to do any time, you would be pleased
to see the proportion of women that we have in CDC.
Alison McGovern: The purpose of doing a pay audit
is so that we know the facts about whether there is a
pay gap or not. There may not be.

Q25 Richard Harrington: In the remaining time, to
continue with what Jeremy Lefroy was saying, as a
member of the Committee I find this issue very
confusing. We are here today to discuss Malawi and
Zambia specifically, in which the private sectors are
very different. One is comparatively advanced to the
other one. When we go to countries there is always
this strange line: we do not know where DFID finishes
and CDC starts, a very good example being Malawi
Mangoes. You are probably familiar with it; it is a tiny
project but, given there is almost no private sector in
Malawi that we could see, it is very important. It is
a group of people—they have lawyers, bankers and
farmers—involved in a Western project to develop
commercial mango farming. You may be very familiar
with it—far more than I am. As a case study, it seems
to me very interesting. DFID have given them some
money to help them do business plans and this kind
of thing, but they are really in need of proper private
equity capital to expand the business. It was explained
to us that the consequences for Malawi, where there
is almost no private sector, are very significant in
terms of employment, export earnings, etc—the usual
things. They were asking us if we could persuade
DFID to give them more money. They did not
understand where the line stopped. I do think it is
very confusing.
If you do have any specific knowledge about Malawi
Mangoes it would be interesting, because they were
very confused by CDC. They said, “They were
interested and then they weren’t interested, then
they’re reorganising and then they’re not.” They
seemed very professional people on the surface, from
what we saw. Could you comment specifically on
that? Also, Ms Noble, for the future, for us, where
that dividing line is is very important. Is CDC just
another source of funds that people trying to do
private sector projects go to? Is DFID, as effectively
the owner of CDC, a kind of lead introducer to CDC?
And are DFID staff being trained to address this very
question: do they know when to bring CDC in? It
seems to us, again using this micro example of
Malawi Mangoes, that they were desperate for us to
tell them where they could get capital from.
This is not a criticism of DFID’s operation; they
actually brought us that example, so they were not
hiding anything. However, it seemed very, very
confusing. Could you both comment on that, on the
macro and the micro? It would be very useful.
Rod Evison: If I may, I will start with the high-level
environment, then I will come to Malawi Mangoes. I
have been in CDC for 20 years, and where DFID ends
and CDC starts has changed for both of us during that
period. Whatever I say about DFID will probably not
be the best description because they should answer for
themselves. Going back to the time of Project Atlas
and the creation of Actis, DFID was thinking more
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about health and education, and CDC was thinking
more about capital mobilisation. We were moving in
rather different directions at that point in time, which
was not helpful from the point of view of co-
operation. There are clear strengths to each. Now we
are in a much more interesting phase, where each of
us is coming to meet the other. Certainly we in CDC
are excited by the possibilities for much more active
dialogue with DFID, both here in London but also on
the ground with the offices. As Diana has mentioned,
at the moment our constraint is people and resource:
people to have the conversations. Clearly, you won’t
be satisfied if all we do is talk; we have to do things.
So, we have to get the balance right there.
On Malawi Mangoes, we are clearly aware of that
example, but I do not want to talk too much about the
specifics of any one particular investment.

Q26 Richard Harrington: I am sorry: I mention it
because it is the only one we actually saw, but it could
be typical.
Rod Evison: As you would hope, we get a lot of
investments coming to us. It is our role, in a way, to use
our judgment to try to select those that absolutely meet
the development goal Diana expanded on, including the
sustainability goal. We have questions around that. You
will know the history of CDC and investing in primary
agriculture—the £100 million subsidy that it was
viewed we gave to that in the past. It is a different era
now, so let’s see where that goes.

Q27 Chair: Diana, you were in Malawi with the
Secretary of State. Was there anything particular arising
from that that you are able to tell us now? Does Malawi
offer a real prospect?
Diana Noble:, Although I know Africa very well from
my time at the Clinton Foundation, it is fair to say that
it was very exciting for me, on my first trip to Africa
with CDC, to go with the Secretary of State and
demonstrate that CDC and DFID are thinking about
things in a joined up way, and also that it should be in
somewhere like Malawi. Our strategy in Africa, as I
have said, is to try to ensure that more of our capital
does not go to places that have lots of capital, like South
Africa and increasingly Nigeria, but to pioneering
places like Malawi, where we know very little capital
goes today. I am not going to go through all of the
reasons why Malawi does not get capital today; I am
sure you are as familiar with them as we are.
What is more pertinent is: what did I think when I came
back, in terms of what CDC could do in Malawi? The
most obvious place to start would be to build on the
skills that we have in starting and nurturing new private
equity funds. It is something that we have done
increasingly over the last couple of years. I am sure the
Committee is aware of the fund we backed in the eight
poorest states of India, called Pragati, when no one else
wanted to start a fund. We anchored it, found the
management team, and that was all our capital. That
was very pioneering. This year we have anchored and
started the first private equity fund in Ethiopia, a
country that is very different from Malawi but not
dissimilar in that the private sector is extremely nascent

and it has had very little private capital in the past.
These kinds of funds are very pioneering, and you
would not envisage that we would make high returns
from them, but we definitely think it is something we
should do as part of our portfolio, provided we balance
it with some rather safer investments. One of the
conversations that we had with DFID was: “Could you
find us a high quality team who understand investing
and the region, which we could put a small amount of
capital behind to start a pioneering fund?” That is an
obvious place to start in somewhere like Malawi.
Chair: The Secretary of State is outside, so can we keep
this very quick?

Q28 Jeremy Lefroy: I raised this before, and do not
think I have had an answer. This was more to DFID and
CDC. The Africa Enterprise Challenge Fund, which is
invested in substantially by DFID, helps set up or grow
a lot of businesses around Africa. It is purely grant
driven. DFID retains no equity stake, which I think is a
mistake. I have said this before; having been involved
in one of the projects, I thought that actually DFID
should have had a stake. I have said in the past that CDC
would be a very good organisation to run these stakes
once the investment had been made through AECF. Is
that being looked at since we have raised it in the past?
I believe the taxpayer should get some return from these
grants through AECF, out of some of which businesses
do very well.
Diana Noble: It is a really interesting question. To be
honest with you, it has not hit my radar yet and I am
glad that you have raised it now. We will look at it. I do
not know the most appropriate way to respond.
Chair: You can write to us.
Diana Noble: Okay.

Q29 Mr McCann: Mr Evison, you dodged the
question on Malawi Mangoes. Can you commit to give
us a written response on whether Malawi Mangoes’ bid
for support has been supported or not, and can you
provide in writing the reasons why a decision has been
taken either way? I also visited it and thought it was
very worthy of investment support.
Rod Evison: I am happy to do that.
Chair: Not every member of the Committee made that
visit, but those who did would appreciate that.
Thank you for very much. Obviously it is your first
appearance in front of the Committee, but I suspect it
will not be the last, not least because the reorganisation
and refocus of CDC is of real interest to the Committee.
We may very well want to ask you back sometime in the
future to get an update on how things are changing. You
will also get from the questions that we have asked you
today that when we visit anywhere on the ground, we
will be asking what the relationship is between DFID
and CDC and how is it coming together. We expect to
see a lot more exchange. But thank you very much
indeed, and thank you as well, Michelle Kwamy from
World Vision. Again, if you feel able to follow up on
those questions with specific examples, that would be
appreciated. I am sorry if you were slightly
wrong-footed on one or two of the questions; don’t
worry about that.
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Q30 Chair: Secretary of State, thank you very much
indeed for coming in to give us your up-to-date take
on the situation in Malawi, which has obviously
changed quite dramatically since the Committee
visited. Obviously, you have been there very recently,
and the questions will basically be on your take on
where we are now. Just to take us a step back, when
we were in the country, we had a meeting with
President Mutharika, less than three weeks before he
died, and the interesting point was that he did discuss
devaluation, and he did make lots of positive
comments about the relationship between Britain and
Malawi. Indeed, the discussion then was, taken at his
word, was he going to change? Well, obviously he did
not have time to do so.
The regime changed, Joyce Banda became the
President, and quite a lot of the things that were under
discussion have actually happened. In that context,
two questions have been asked about what happened
to budget support before, and what might happen now.
Did we wait too long to suspend budget support?
People might worry that, given the way the previous
administration was heading, the money was not
getting to the right places. And do we think it would
be appropriate to reinstate budget support, or do we
have to go through a number of processes? That is
just context, but feel free to give your current
assessment of the situation.
Mr Mitchell: Given that the Committee is spending
time and effort on Malawi, I thought it was better that
I came rather than the Under-Secretary, as I have got
back from Malawi just in the last week or so and can
give the Committee an update on what is happening.
I went to Malawi basically to reboot the relationship.
In respect of the specific points you make, it may be
helpful if I say what we now want to do, which is to
address this issue in three distinct phases.
The first is the immediate phase; the devaluation of
the currency by nearly 50% clearly imposes very
significant strains and stresses on Malawians. I think
that we should applaud the brave decision of President
Banda in grasping the nettle when she came to power
and devaluing. That was essential if Malawi is to
make progress. Britain, as a longstanding historic
friend and partner of Malawi, responded
immediately—the first of any country or multilateral
organisation—in producing British taxpayers’
hard-earned cash to help. I brought forward payments
of £33 million, with £10 million as an immediate
assistance to provide drugs. I went to the main
hospital in Blantyre and saw for myself the people
queuing up, waiting for drugs, mercifully some of
which were available but some of which were not. We
have moved promptly to help with that £10 million.
A further £23 million went to assist with programmes
in health, education and agriculture.

Q31 Chair: Are they new programmes, or
programmes that had been held back?
Mr Mitchell: In respect of the £23 million, I am
bringing forward programmes we were hoping and
planning to fund in any event, and the £10 million is

in respect of drugs they need urgently now. That is
the first phase, as it were, to try to address the
immediate effects of the devaluation and to help them
address immediately the very changed circumstances
in Malawi.
The second phase is our existing programme, which
needs to be rejigged following the change of
Government. We now have an ability to do more, and
to do it differently; we are actively looking at making
some changes to the programme. I will consider
whether or not we can restore budget support, and if
I think that we can achieve the results we want and I
am clear that British taxpayers’ money will be spent
well and we will get full value for it, then I will
restore direct general budget support in due course.
Then, of course, there is a third phase, which is why
when I went to Malawi I took with me the new Chief
Executive of CDC, whom you have just been talking
to, because I want to send a very clear signal that the
way in which Malawi in the longer term lifts itself out
of poverty is by all the things we have discussed in the
past—engaging with and bringing to bear the private
sector. CDC, which in the past did have a strong
involvement in Malawi, will, I hope, be able to engage
there in due course. As I say, that is why I took the
Chief Executive with me on that visit.

Q32 Chair: One of the things under discussion when
we were there was the restoration of the diplomatic
relationship—the high commissioners. Our
understanding is that both countries have identified
new high commissioners but they are not in place or
announced yet. Are you able to tell us what the
situation is?
Mr Mitchell: When I was there, both countries had
just signed it off, so we hope very much that our new
High Commissioner will be there shortly, and the new
High Commissioner from Malawi to the Court of St
James’s will be in London. I should pay tribute to the
chargé, the number two who had carried the burden
in the absence of the High Commissioner in Lilongwe,
as well as two minor officials. At a difficult time in
UK relations, they were intent on ensuring that,
through the rejigged programme—you referred to the
stopping of general budget support, Chairman, in your
opening remarks—we were able to ensure our
relationship with the people of Malawi continued.
During the very difficult period, I authorised quite
significant sums for both seeds and fertiliser through
one of the very specific programmes, in order to
ensure that, although we were having difficulty in
terms of the way we delivered British support, we
were still able to meet the needs we were trying to
address on the ground.

Q33 Chair: That was something the outgoing
President was very keen on; his argument was that
fertiliser support was something he had done that had
been very successful, but he resisted devaluation
because he said there were not enough measures in
place to protect the people from the effect. What was
said to us was that it had happened de facto anyway;
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they were suffering the consequences. So what is
going to be put in place in practical terms to help the
ordinary poor people cope with devaluation?
Mr Mitchell: That is why we authorised this payment
of £33 million in terms of foreign currency to help.
We will do more to assist: I have had discussions with
the Governor of the Bank of England about giving
technical support from his officials to the Reserve
Bank of Malawi, and that is in place. We are working
now with officials to ensure we are able to give
additional support as Malawi takes these extremely
necessary but difficult decisions, of which the key is
devaluation.
It is only one of the changes; there has been a
refreshing change of direction as a result of President
Banda taking over, which we all welcome and which
we want the international community to support. I am
talking to other colleagues in other countries who
have an engagement and a link with Malawi about
re-engaging as well. I talked specifically to the Bank
and the IMF while I was in Malawi about the
importance of them engaging too. To be blunt, the
difference in talking to Ministers in Malawi now
under Joyce Banda’s leadership, compared with the
rather difficult meeting I had at the AU summit in
Addis earlier this year with the late President, is very
clear indeed.

Q34 Mr McCann: Secretary of State, the
devaluation of the kwacha is expected to have a
significant impact among the urban poor. Do you
believe that DFID should be scaling up its social
protection work and following in the footsteps of
UNICEF, Germany and the EU, who are all already
involved in supporting cash transfers in Malawi?
Mr Mitchell: We are looking at all these things. In the
changed circumstances, there will be new difficulties,
which, as one of Malawi’s key friends and
supporters—and I think also by some way the largest
bilateral donor in Malawi—we will address. We will
be monitoring very carefully the difficulties ordinary
people in Malawi are facing and taking the
appropriate action. It is one of the reasons why, for
example, through the Farm Input Subsidy
Programme—FISP—I authorised in addition to the
programmes last year some £9 million to purchase
seeds, and over £10.5 million in respect of fertiliser.
So, because we have a very strong office on the
ground in Malawi, we are very clear about the events
that are now taking place—quite fast moving, in view
of the devaluation—and we will respond and help
with that.

Q35 Mr McCann: Can I press you a bit more on
that? Mrs Latham and I visited the cash transfer
projects in Zambia while we were there, and saw the
valuable work that those small amounts of cash could
provide for families with children, adults with
disabilities and indeed older people who had no other
means of support. I just wonder why you could not
commit to the same type of project in Malawi, when
it has taken place so successfully in its neighbouring
country Zambia, supported by DFID.
Mr Mitchell: Let me reassure you on that point; I am
a very strong supporter of social protection

programmes. While I was in Opposition, as the
Opposition spokesman, I had the opportunity to
follow the way in which social protection worked in
some detail on the ground in Ethiopia. I think we are
absolutely right to say that social protection is a key
way of stimulating markets; of protecting the poor
from deep food insecurity; of helping them very
directly in a way that, so long as you are satisfied that
the systems of delivery protect British taxpayers from
their money being used corruptly, we should be doing
more of. It is a feature of the work of the Department
while I have been there.

Q36 Mr McCann: Just to be clear, the cash transfer,
for example, is on the table as an option for Malawi.
Mr Mitchell: Certainly. I am not in a position today
to tell the Committee how we will change in that
respect, but I can reassure Mr McCann that we are
intent on using social protection for the reasons that
he has described.

Q37 Jeremy Lefroy: You have just talked, Secretary
of State, about the FISP programme, the seeds and
fertiliser, which has been generally regarded as a
success. We were very pleased that the UK
Government has played a major role in that. Do you
see that DFID will continue to provide funding to this
programme, first of all?
Mr Mitchell: From memory, I think the funding is
continuing into the future anyway; we need to make
further decisions on how long it will go on for. I went
to see a community that had benefitted from this
programme while I was in Malawi, so that I could see
for myself the way it was working on the ground. It
is clearly greatly appreciated by those who are the
recipients, as well as by the Malawian authorities. So
we are very warm to continuing that. As I say, during
the difficult times over the last year, I have specifically
boosted the FISP programme in respect of seeds and
of fertiliser.

Q38 Jeremy Lefroy: The private sector is very
important in the distribution of this; it cannot be relied
on just to come out of Government stores. We saw
that the private sector is involved in the distribution
of seeds but not fertiliser. Is that something that you
are looking at as well, in order to enhance the
effectiveness of the logistics?
Mr Mitchell: We are always looking at the best
possible way to distribute. Often, as you rightly say,
it is through the private sector. In some of the most
remote parts of Africa, you find that the private sector
has a distribution and supply mechanism that the state
does not get anywhere near having, so we certainly
seek to take advantage of that.
It might perhaps be helpful if I just said a word, Mr
Chairman, about the private sector and the
opportunities and the future, because there has been a
significant recognition, by the Minister of Finance and
others, of the serious errors that were made in the last
part of the Mutharika regime, when, for example, they
imposed a turnover tax. Members of the Committee
will understand that taxing turnover without account
for profitability is a direct way of killing the goose
that lays the golden eggs, and we were very keen to
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make sure the importance of encouraging and
attracting the private sector is seen as a key way in
which Malawi can help lift itself out of poverty.
I think there is a new atmosphere and a new welcome
for the work of the private sector, which certainly
Diana and I discovered when we were there, and I
hope that will continue. We are very keen to give them
support in encouraging the private sector. I went to
visit a company that, I think, employed thousands of
people but was facing very considerable constraints in
terms of the supply of raw materials, power outages,
and so forth. A focus on how you improve the
atmosphere and the ability of the private sector to
work and be effective is now a high priority of the
Banda Government.

Q39 Jeremy Lefroy: One final thing, specifically on
FISP: in the past, people have been somewhat
reluctant to support subsidised agricultural
programmes such as FISP. I have always taken the
opposite view—that they have a role to play,
particularly as we saw in 2006–07 with the famine in
Malawi. It needed to get out of that position. Do you
think there are positive lessons to be learnt for other
places from this particular programme, and is the
Department perhaps looking at this as something of a
case study for other countries?
Mr Mitchell: We are doing an enormous amount of
work on trying to move very insecure communities. I
went last year to see the community in northern
Uganda, in Karamoja, where there is considerable
success, which Britain and the World Food
Programme have worked on, in trying to move people,
who are, on an annual basis, suffering from deep
insecurity of provision of food, to a much more
resilient place. A lot of the work we are doing is trying
to honour the old adage that if you give a man a fish,
you feed him, but if you teach him how to fish, he or
she is then able to survive on their own.
A lot of the work that we are doing, such as the Paddy
Ashdown report that was so helpful in this, underlines
the importance of the longer term work we do trying
to make communities less food-insecure and much
more capable of handling these inevitable difficulties
that will occur due to the weather and the climate.
The work that we are doing, through our research, on
making seeds more robust is enormously important; it
is a very strong emphasis of the Department.

Q40 Jeremy Lefroy: Just finally, Chairman, the
reason I ask that question is that in our All-Party
Group on Malaria we see how the kinds of things that
are being done now, effectively to tackle malaria, were
being done in the 1960s, and then the ball was
dropped, and we have had to relearn so many things;
these are fairly basic things that have been done
through FISP and have been quite successful. How
can we make sure that gets into the DNA of the
development community so we do not have the same
as we have had with malaria, where we have had to
relearn at the cost of several million lives in the
meantime?
Mr Mitchell: The answer to your question is not to
drop the ball. As you know, this Committee has, on a
number of other occasions, identified areas where the

ball has been dropped; I am thinking particularly of
water and sanitation, where the Committee played a
major role in ensuring that Governments took more
account of the difficulties there. The short answer is
to continue to make progress in the way that I have
described, so that you build in sustainability and you
do not always have ad hoc reactions.

Q41 Richard Harrington: To go back to what you
were saying about the private sector, it seemed to me
striking, as a first-time visitor to Malawi, how little
the country has going for it in terms of there being few
natural resources—I think there is a bit of uranium in
the north, but nothing like the example of the Zambian
copper reserves. It is landlocked, with very much a
subsistence agricultural basis. Then we have DFID,
who are helping in a small way, through the example
we saw of a project called Malawi Mangoes; in that
case, they were providing funding to do business
plans, etc. We now hear, very encouragingly, that the
new CEO of CDC was with you on the visit, and we
in fact questioned her on that very project just before
you came into the room. However, it just seems to me
that few people are aware of the implications of your
vision, which is DFID actually helping tremendously
to develop private sectors in these various countries,
and how it could work in a country like Malawi.
Where is the borderline between DFID’s activities—
for example, in this case providing the funding for
the business plan—and CDC, when there is almost no
private sector? Will DFID simply be a lead introducer
for CDC? Will DFID, in countries like this, directly,
or via NGOs, fund start-ups? Could you give us some
idea on that, because it seems to me that Malawi is a
very, very difficult country to do this type of
operation in?
Mr Mitchell: What Mr Harrington says is true. There
are three programmes at the moment that are being
worked up that will give specific support to the private
sector. One is a programme to upgrade rural roads,
which Mr Harrington will appreciate is enormously
important in getting goods to markets and developing
markets and so forth. The second one enables access
to financial services, and the third will be specifically
aimed at helping agribusinesses; the Committee will
be aware of the various challenge funds that can also
be accessed: retail challenge funds and others as well,
which we have introduced and which can help.
The whole purpose in travelling with the new CEO of
CDC was to talk about how DFID and CDC work
much more closely together. That is one of the most
significant changes that has taken place in the
Department. We now have a private sector division
within the Department. The pathway between DFID
and CDC is now one that is trod far more often than it
used to be. I know that the new CEO was considering
whether or not, in due course, at the right time, it
might be possible for CDC to set up a fund in Malawi
that would then support entrepreneurs and invest,
through local businesses, in opportunities that are
there. That is quite a good model; I know it is one
that CDC are looking at. It depends on having both
competent and reliable local interlocutors to run your
fund, because you cannot do something like this from
back in the UK. That is the way in which you drive
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forward the sort of business that you are quite rightly
identifying as critical to growth and success in Malawi
in the future.

Q42 Richard Harrington: I find that very
encouraging, because I think one of the problems,
having met DFID staff in Malawi and other places, is
that, while they very much buy in to what DFID is
trying to do in the private sector, it is not in their
particular field of experience to get involved in
commercial undertakings as quasi-investors. It is
perfectly understandable. It is the same in the Foreign
Office; when one speaks to ambassadors about how to
help British trade, they really want to do it, but it is
just not their background. Is the way round that for
DFID, in countries such as Malawi, to recruit
specialist people with commercial experience to work
for DFID, or is it to subcontract that to another entity,
like CDC?
Mr Mitchell: It is both, and we are recruiting; we have
recruited a significant number of new people with
private sector experience. We are looking all the time
for secondments; we have now got some secondments
from the private sector. One of the great advantages
of a Department like DFID is that it attracts extremely
clever and committed civil servants, who are learning
about what can be done to boost the private sector.
India is probably the programme that is furthest
ahead; I have launched a number of specific new
private sector programmes there, with the use of
returnable capital, which we have discussed before on
this Committee. It has some of the characteristics of a
sovereign wealth fund.
This is the way in which you empower and drive
forward the private sector. India is a little bit ahead of
others. The offices cross-fertilise. The bank of
knowledge among officials in this area is increasing
every day, and, following the new direction in this
area set out by the coalition Government, it will
continue to be driven forward. I think we will see
increasingly the justification and the success of this
approach, which the Committee has endorsed, for
which we are most grateful.

Q43 Chair: When we were on our visit, we met with
President Mutharika, but immediately afterwards we
met with President Banda. At that time of course she
was beleaguered and almost trapped in her house,
claiming that she was in fear of her life. Things have
changed rather dramatically. Generally speaking, the
transition, after a little concern, seems to have moved
relatively smoothly, but there has been quite a lot of
activity, such as the sacking of officials and MPs
crossing the floor and so on. Politically, are you
comfortable that the new president is taking people
with her, that her actions are consistent with a positive
regime, and that—it is difficult to predict, obviously,
what the political outcome will be—the new
administration has the capacity to follow through and
deliver constructively, both for the people of Malawi
and in relation to the donors, who, in Malawi’s case,
are crucially important?
Mr Mitchell: One must be aware, Mr Chairman, of
prophesying, particularly about the future, but what I
can say is that she has made an outstandingly good

start. She has started with immense goodwill; I was
very conscious of that in what I saw during my visit
to Malawi. She has made the right decisions. She has
made it clear that she will reverse some of the bad
laws, as they are described locally now, that were
brought in under her predecessor’s regime. On abuses
of human rights, particularly in terms of journalists
been deprived of the ability to ply their trade, she has
made it clear that she will reverse those negative
characteristics of the previous regime. It is
extraordinarily welcome, too, that she has made it
clear that she is looking to dispose of the presidential
jet, or to lease it as a means of raising revenue for the
country, and to get rid of some of the other fripperies
that caused great concern under the previous regime:
very large numbers of expensive Mercedes motorcars
and so on.
Her determination to divest herself of these at a very
difficult time for the Malawian economy sends
incredibly good signals, and through the discussions
with the IMF that I had while I was there, and with
the World Bank, I think that the international
community is engaging as fast as it can. Britain has
set a very good example and a very good lead. Other
countries, too, are coming back. We are crowding in
support, as we should do, to help her in the brave
reforms that she is making. Britain is a very long-
standing friend and partner of Malawi, and we will
continue to do everything we can to help the president
as she makes these brave decisions and sets Malawi
on a new track.

Q44 Chair: But the objective, presumably, is to
ensure that there are working institutions that have
continuity. There will be elections at some point. Who
knows what the outcome will be? Is this not a window
where it is really important to get in place some good,
open institutions that will carry through to any future?
Mr Mitchell: Yes, and we are giving specific help in
that respect, and we will respond to any request from
the Government of Malawi to help in building up the
strength and capacity of their own administrative
systems.

Q45 Chair: If that leads to the restoration of budget
support, when do you think you will be able to make
that decision? How do you distinguish between direct
budget support and sector budget support, which I
gather continued throughout?
Mr Mitchell: Yes, where we were happy with sectoral
budget support and could see the way in which the
money was being effectively spent, delivering services
on the ground, we did continue with it, so that is
continuing anyway. I cannot tell you when we would
restore general budget support, but we are certainly
looking at it. My hope is that before the end of this
year we will be able to return to that, but I must ensure
that British taxpayers’ money spent in that way is
delivering 100p of value on the ground for every
pound that we disburse.

Q46 Chair: You mentioned the World Bank. What
about the other donors? Who are the key other donors
within the EU and elsewhere?
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Mr Mitchell: The EU, certainly; I had discussions
with the EU while I was there. The Scandinavians and
the Germans have been supporters in Malawi, and we
are engaged, and my officials are engaged, in
explaining to them what we think and trying to make
sure that we crowd people back in.

Q47 Chair: I do not have any other questions. Is
there anything that you want to say to us, in addition
to what we have already asked? Clearly, we set out on
an inquiry in one situation and we conclude it in a
different, and hopefully much more positive, situation,
and our Report, I hope, will reflect that. I hope that
obviously if there are any significant changes in the
time between now and when we finalise the Report,
you will ensure that we are advised on that, so our
Report can be relevant, specifically on such things as
budget support or any specific initiatives that you
may take.
Mr Mitchell: I will certainly, Mr Chairman, ensure
that, if there are any developments, we advise you of
them as soon as we can. In addition, we will be very
interested in the Report that the Committee produces
as part of what is quite a rapidly moving situation.
The only other thing I would wish to add is that,
during the course of the time where there has been
such difficulty in the relationship between Britain and
Malawi, we have continued to ensure that help gets
through to the poorest: feeding nearly 4 million people
or providing some basic level of food security to
them; trying to ensure, as we did last year, that there
was a significant increase in pupil-teacher ratios;
trying to ensure that we are able to assist in the
education of not much short of 500,000 children in
primary school, of whom over 200,000 are girls;
making sure that more than 100,000 people have
access to clean drinking water and improved
sanitation; and there is the work we are doing through
our health programmes in improving maternal and
child health. Britain has stood by the people of
Malawi.

Examination of Witnesses

Witnesses: Mr Stephen O’Brien MP, Parliamentary Under-Secretary of State, Department for International
Development, and Mike Hammond, Head of Office, DFID Zambia, gave evidence.

Q49 Chair: Good morning. I would normally ask
people to introduce themselves, but I am simply going
to say welcome to Stephen O’Brien, Parliamentary
Under-Secretary, and Mike Hammond, head of DFID
in Zambia. Thank you both for coming in to give us
evidence in our inquiry into Zambia, where, I suppose
it is worth stating, the relationship has not changed
dramatically in the last few weeks, as it has with
Malawi.
However, what has changed is that the programme has
been updated, and I just wondered if I could start by
asking a couple of questions on that, because
effectively, as we understand it, there has been a
switch in the emphasis of the programme, from wealth
creation, governance and security, HIV/AIDs and
poverty, to spending on health, education,
reproductive, maternal and newborn health, malaria,

Because, of course, the governance is now set to
improve so significantly, there will be much more we
can do through working with the Government, rather
than having to go around it, as was the case during
the recent difficulties. That, more than anything else,
will help Malawi lift itself out of poverty much more
quickly.

Q48 Chair: I think the Committee would state that
in both Malawi and Zambia the attitude towards the
United Kingdom, wherever we went, was very
positive and very important. It is always quite
sobering, when you go to a country, to realise that
perhaps they look to us more than we expect
sometimes, and that they look to the relationship as
being crucially important, which puts an obligation on
us to ensure that what we do does in fact meet the
real aspirations and needs of the people, and is not
just about trying to impose our own ideas. I think that
kind of dialogue was very difficult under the previous
president but hopefully will be much more
constructive now.
Mr Mitchell: Yes, I completely agree, Mr Chairman.
While I was there, in Blantyre, I had the
opportunity—organised by the Honorary Consul—to
meet very large numbers of the British community.
As ever in these situations—I am sure the Committee
would share this view—one is humbled by the
contribution that is being made from all parts of the
United Kingdom, particularly Scotland, to deliver,
help and assist Malawi in its development. It is a very
clear example of Brits going the extra bit to really
help as part of this deep, historic relationship we have
with Malawi.
Chair: It is no accident that the largest town in
Malawi is called Blantyre and has not changed its
name.
Mr McCann: It is where my mother was born.
Chair: Thank you very much indeed, Secretary. We
appreciate the time that you have taken.

and water and sanitation. Can you give us a reason
why that switch has been made? Is it simply to do
with phasing of spending and the status of the
programmes, or does it have greater strategic
significance? The Committee certainly felt that
Zambia was a country where wealth creation had real
capacity and DFID had a real responsibility to try to
help it happen, so I just wondered if you could explain
what is the significance of those changes.
Mr O’Brien: Thank you very much indeed, Chairman.
The straight answer to your question is that it is a bit
of all that. Let me just try to disentangle it a bit. You
will be aware that, given the committed programme
that we have—and I believe you have had an update
of where the operating plan has been adjusted—I
think I am right in saying from memory that now 85%
of our programme is effectively programmed, so what
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you have got is an update of some of that increasing
amount of detailed programming coming through.
Secondly, rather than giving up on what you have
listed as the initial operating plan, it is now adjusted
so there is a new calibration of where the effort is
going in. It is not one replacing the other; the
readjustment of focus is because there is recognition
that, as Zambia’s broad condition is changing, we
need to focus more and more of our programmes on
what is really going to help underpin those who are
the poorest. There is also the phenomenon within
Zambia, which I daresay we will come on to, where
one has a range of things that are really very
encouraging but there is still a very stubborn, large
element of very impoverished people and continuous
challenges. Therefore, boosting public service
delivery, particularly as we urge Zambia to generate
more of its own resources, is where we can deliver
the best effect and impact to really tackle poverty,
because we have a number of MDGs in Zambia that
are very seriously off-track; we want to try to focus
on that, so the health one clearly comes through, as
well as education, which I know you have been
interested in.

Q50 Chair: What was made clear to us was the
disparity between the urban and the rural situations.
Can I take it from what you have said that these
programmes will be targeted at delivery in the rural
areas, which seem to offer the biggest challenge?
Mr O’Brien: That is absolutely right, and that is the
way that the programme has been designed and indeed
motivated. I think all of us are very well aware,
whether it is in Zambia or elsewhere, that there is a
continuing, very serious challenge in terms of the
poverty of urbanising, not least in the case of those
on the periphery and in peri-urban areas of many cities
across sub-Saharan Africa, and that is as true of
Lusaka as it is of many other places. However, there
is this opportunity with Zambia’s current growth
rate—and we do recognise that the question is about
how much of that growth is reaching the poor, rather
than serving the small but emerging middle class and
the existing elite—and where we can have greatest
impact is being able to seek to get programmes that
address that very-hard-to-reach rural poor, outside
Lusaka and outside the immediate part of the
Copperbelt, albeit, as we well know, the Copperbelt,
while it may have quite a lot of the earnings potential,
does not necessarily house a huge amount of the
population or the employed.

Q51 Chair: Does that explain the switch on budget
support? You are reducing the direct budget support
to the Zambian Government, partly because of
corruption. Is that the main reason, or is it partly
because you feel that the Zambian Government does
not have the capacity to deliver in the rural areas and
so you need to do it differently? Is there a reasoning
behind that?
Mr O’Brien: I would not quite characterise it like
that, Chairman, because I would say that, as I think
you are aware from elsewhere, our approach to
general budget support is to see that diminish as a
proportion over time, but that is being put into the

sector budget support side, and in particular that
therefore is able to push on the services. Doing that
not only provides greater focus but a much greater
ability for the transparency, accountability and
capacity-building of the particular Ministries, whether
they are Health or Education, through the sector
budget support rather than general budget support. In
a sense, it is a reflection—you are right—of pushing
down the basic services element of growth in a more
focused way. At the same time, it is the direction that
we want to go in, in order, over time, to try to bring
down the general budget support, for reasons that we
can go into but of which I think you are aware, in
Zambia and elsewhere.

Q52 Chair: I am going to pursue this slightly,
because obviously part of the argument for budget
support is that it gives more ownership to the
government of the country in question, and that it
helps to build capacity. You could argue that sector
budget support perhaps does it in a more targeted and
effective way, but if corruption is not the problem, and
clearly it was in the Ministry of Health, what is the
reason for not maintaining budget support? There is
an argument that this was a good way of building up
the capacity of a central government to deliver its
own services.
Mr O’Brien: This is a judgment; it is also not a
black-and-white issue, as you well know. This is a
question of where one has the balance.

Q53 Chair: We are obviously moving into more
fragile states.
Mr O’Brien: More fragile states indeed. The primary
reason for the small decline in general budget support
versus sector budget support is motivated by the idea
that, as domestic revenues grow, we want to scale
down the proportion of general budget support. By
going through the sector budget support, you get the
benefit of getting that greater focus and the
concomitant capacity-building that goes along with
being able to direct and focus your effort through
those particular sectors.
However, you are also right in identifying why general
budget support came to be the phenomenon it was; it
was because of that level of ownership and being able
to give that sense of a partnership, where the backing
was to a government-owned strategic approach. It is
not to say, therefore, that this has been switched off.
It is a question of balance between the two, and not,
as I say, an absolute choice of one versus the other.

Q54 Jeremy Lefroy: On one of our visits, we passed
enormous maize warehouses that were absolutely full
and were about to be decanted into trucks to take the
maize to Zimbabwe for sale at well below the cost to
the Zambian Government. The maize subsidy
consumes an enormous proportion—I think up to
15%—of the Zambian budget, and clearly it is a very
different animal from that we have just been
discussing in Malawi, where the focus is very much
support at the grower level for seeds and fertiliser.
What, as far as you understand, is the Zambian
Government’s current position, and has it changed
since we were there? Then, it was clear that it could
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see the problems with it but had not made the decision
about whether to cut or eliminate this maize subsidy.
Clearly this is a very large sum of money that could
be spent on schools and health but is not; it is being
spent, effectively, on paying too much for maize.
Mr O’Brien: If I may say, Mr Lefroy, you summarise
the position very well, because I think this is one of
the greatest challenges for Zambia. The straight
answer to the particular question you asked, about
whether a decision has been made, is that, as far as I
am aware, it has not yet been made. However, there
are lots of representations, as you can well imagine,
being offered to and received by President Sata, who
will obviously have to make the final choice as to how
they proceed.
By any test, if you are paying $100 a tonne above the
regional market price, you have a structurally built-in
unsustainable economic position. The question is:
how much of this decision is truly economic and how
much of it is political, given that there is a massive
expectation, across a wide proportion of the Zambian
population, that maize needs to be bought at these
particular prices in order to protect them? I say
“protect them”, rather than necessarily protecting
vulnerability, which is the test we would prefer to see.
On the smallholder maize market position, the
information I have—it is going back to 2008, so
inevitably is somewhat dated but is the best we have,
and I can certainly give the source on the record if
that is helpful—is that the people who are helped by
this subsidy are the maize net-sellers; that represents
28%, and they are mainly large-scale farmers. Those
who are not directly affected, that is those who do not
buy or sell maize—for various reasons: maybe just
being able to get to the point of sale—is 23%, and
those who are actually harmed by this process are the
maize net-buyers, which is 49%. As I say, I am talking
about the smallholders here, as well as the urban
consumers.
Therefore, if one was making a clear choice sitting as
we are in this room, it is difficult to see how that
would be a choice that is made, so one has to
understand the political context in which this sits in
Zambia. You are quite right; it puts it in a position
where it is not actually, at any kind of economic
level, exportable.

Q55 Jeremy Lefroy: Just to put it into context, the
cost to the Zambian Government budget is greater
than DFID’s entire bilateral programme on an annual
basis, as far as I can tell.
Mr O’Brien: I think that is right. I think you
mentioned 15% of revenues, and I think that is the
number that we understand it to be, too. The other
point that needs to be made, of course, is what else
one could do with those revenues as an alternative if
that subsidy were not in place. Not least, there are
5,000km of unpaved road network that needs to be
upgraded, not least so it can withstand the very
seasonal attack—

Q56 Chair: We saw large numbers of school children
who aspire to go to secondary school but there were
not any places.

Mr O’Brien: That is exactly the right thing. In fact,
we have actually run the numbers, as part of making
the representations within the strong partnership that,
as you know, exists between us and the Zambian
Government. Indeed, the Head of the DFID office,
Mike Hammond here, is able to have a series of very
useful and important conversations, but one of the
ways of arguing this is that it would actually deliver
universal access to secondary education, by providing
free schooling for 300,000 children, constructing 50
new high schools, and employing 10,000 more
teachers; these are alternatives you then have in place.
The question is what to do about it, and it is difficult,
because it is ultimately a political decision within
Zambia. However, we can all see that the rational,
economic arguments make it very difficult to justify.
Mike, is there anything you want to add on that?
Mike Hammond: I think what we found with the PF
Government is it is in their manifesto that they will
do something about it; they recognise it. The cost to
the budget, as the Minister has said, is actually around
8% of the budget. It is larger than the DFID
programmes; it is 1.7 trillion kwacha a year. We have
been lobbying very hard, with others, and we have
been trying to provide a political alternative: “This is
what you could do with the money that would not
dent the popularity of the PF Government.” Their
main concern is that they would lose the rural vote
that helped get them into power. They are a new
government, 20 years in opposition; they are wary
about making changes.
They have not made a decision yet. There has been
lots of lobbying both ways, and we continue to lobby,
using budget support as an instrument to get ourselves
to the table, and the Secretary of State raised it with
President Sata when he was here in London last week.
Mr O’Brien: It is our hope that it will be grasped as
soon as possible, because now is the time, in terms of
the political cycle and political capital, to expend on
this; if there is a potential political cost, it can only
get more difficult to make that decision the longer it
is left. I think I have made my point.

Q57 Jeremy Lefroy: Has DFID suggested that they
look at what has happened in Malawi, and at least
convert part of that expenditure into a support
programme for the smallholders in terms of access to
seeds and fertiliser, rather than a guaranteed
above-market price?
Mr O’Brien: I will ask Mike to add anything if I do
not cover all of this, but certainly on our
programming, as against our lobbying and
representations, the new programme will work with
suppliers of fertilisers and seeds. In many ways you
are quite right; there are comparisons, but very
different points of consideration, both in Malawi and
in Zambia. We are working with suppliers of
fertilisers, seeds and other farm inputs to supply
250,000 smallholder farmers, but it is above all
helping the suppliers to build up networks of agents
to create demand, to aggregate the orders and to teach
farmers how to best use these inputs, something that,
you will recognise well, Mr Lefroy, is always a
challenge of these growing markets—and by that I
mean agricultural markets—of sub-Saharan Africa.
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That will reduce their transaction costs, and that helps
them to serve a new, previously untapped,
smallholder market.
We will also be giving 100,000 farmers access to the
markets they need in order to sell their produce, so
we are working with farmer organisations to aggregate
milk from smallholder dairy farmers, to supply large
dairy processors such as Parmalat. The whole idea is
to get the right products to the smallholder farmers,
so that one is getting to the bottom of the pyramid, if
I can borrow the Collier analogy. I think it is common
ground between the Committee and us that that is the
objective in terms of development: to reach those
most vulnerable, so that they are brought in to
economic activity that is contributory to the national
effort, rather than sidelined by it.

Q58 Mr McCann: I think it would be worthwhile
just to record our appreciation, first of all, for how
well we were looked after when we were in Zambia,
by both Mike and his staff. It was a very
well-organised trip, which we thoroughly enjoyed.
One of the other areas that we wanted to focus on was
contraception: in 1964, the population of Zambia was
3 million. In 2010, it was 13.2 million. Little has
changed in relation to fertility rates and, sadly, in
maternal mortality as well. In terms of the evidence
we received, we were advised that long-term methods
of contraception—injections and implants—would be
best in relation to making progress in this area. We
were wondering how DFID could support such
initiatives, and whether DFID also supports the ability
to prescribe being devolved down to nurses and
midwives, rather than just being retained by doctors,
as it is at the present time.
Mr O’Brien: Obviously it is very important to respect
the standards that are in place in any country where
they decide for themselves who is appropriately
qualified to give various procedures. So far as family
planning is concerned, it is certainly my point of view,
and DFID’s point of view, that it would be perfectly
acceptable, as well as much to be encouraged—
assuming all the necessary confidence-building
measures were in place in Zambia—to enable
implants and injectables to be carried out by people
who were not recognised, qualified doctors, and to
enable community health workers of a particular
training and skill to be able to do that; that would
make a lot of sense in terms of the ability to scale up,
reach out and access those for whom it is very difficult
to have access to those services. Therefore, broadly
the answer to the second part of your question is
“yes”.
However, I am also extremely careful to say that this
is not something that one goes around imposing; it is
a discussion, because a lot of it is to do with
confidence-building. Whether it is in this country or
elsewhere, anybody who has stayed close to the health
service knows there is a very important aspect, which
is to do with ensuring that there are proper standards,
proper skills, and proper training to enable confidence.
Implants and injectables are things that the body is
affected by, and therefore you need to be extremely
careful that you get them right. Therefore, we need to
have people of the highest skill, as you would expect.

Whether that has to be a doctor is the question, and I
think at the moment that is possibly an impediment to
scale-up, rather than an opportunity.
I think as far as family planning is concerned, you
made the point well. By 2015, within our
programming, we will have provided contraception to
200,000 additional couples. As you know, we are
always pretty focused in trying to identify what result
and what impact we are trying to achieve with our
programming, and that puts a number on it.
DFID’s regional programme on prevention of
maternal deaths from unwanted pregnancies is
strengthening public and private provision of
family-planning and safe abortion services. This is in
the context of Zambia being way off-track in reaching
the Millennium Development Goal 5: to reduce
maternal mortality. Only 46.5% of deliveries are
assisted by a skilled birth attendant, so on the one
side you raise the issue of contraception and family
planning access and skilled operatives, but also there
is the context of having sufficiently skilled attendants
at births, so we are funding three programmes directly
aimed at improving maternal health in Zambia,
through scaling up family planning, improving
community demand for services, and providing key
obstetric care equipment to facilities. In addition to
supporting 32,200 additional women delivering using
a skilled birth attendant by 2014–15, I think the work
on community health assistants is probably some of
the most important work we do. I have seen it myself,
both in my pre-ministerial days and since, and I am
sure you have seen yourself the enormous importance
of this, which is effectively the right tailored approach
to the tailored context of what needs to happen in
Zambia, and indeed other parts of sub-Saharan Africa.

Q59 Mr McCann: We also heard evidence that was
quite extraordinary, if you consider the context, that
contraception services were being targeted towards
older women, who are perhaps exiting the years at
which they would be having children, rather than at
adolescent girls and young women, where the problem
is more prevalent in terms of the number of births and
so on and so forth. Do you think that suggestion is
justified, and, if so, how do DFID propose to change
that?
Mr O’Brien: I am very interested in this. It is a very
important point, because I had also picked up that that
is what you had heard on your visit. It does not
resonate with the evidence that I or Mike have been
receiving. I have talked to MSI, who I think may have
been one of the interlocutors you were able to meet,
and others. If it was true that it was being targeted at
older women, we would want to say something fairly
robustly about that. Quite clearly, the effectiveness of
a family-planning programme is dependent on it being
at the very least equal, and possibly even more
weighted towards adolescent girls and young women,
because of issues surrounding their health, their
empowerment and their choice, but above all—and
what is going to help the broad context—the test is
birth-spacing, and that is at the younger end. It is
important, particularly if we are seeking also to
address the phenomenon through empowerment—
retaining girls at school—that we enable them to have
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the capacity to postpone when they get married, so
that they do not find themselves on this track of
child-bearing and without the real choice of
birth-spacing.
It is important, to the extent that you picked up that
evidence on your travels, that we know about that and
find out what lies behind that evidence, because we
would want to address it if there was some substance
to it. I am rather with you. I think if it is proven to be
true, we would want to do something about it; if it is
not true, then I am glad that it is not.

Q60 Pauline Latham: You have just been talking
about community health assistants and how good they
are. However, there are still problems in hospitals with
the brain drain of doctors and nurses from Zambia.
Do you think that you should be doing more to help?
I do not think this country is still actively pursuing
the recruitment of nurses from African countries; if
they are, I do not think they should be, because the
places where they are being trained, and where they
need them more than we do, are in those African
countries, to bring the health systems up to date. Do
you feel you should do more to help the increase in
the number of doctors and nurses, and in fact the
retention of them within their own country?
Mr O’Brien: It is a very important point. If I may, I
will try to tackle it from two perspectives. The first is
that, so far as I am aware, the UK, as you have
observed, is not in any sense actively seeking to
recruit, and therefore attract, as was one of the
problems in the past. There is a programme through
which a number of nurses are now coming through the
pipeline in Zambia, which is good; it is never going to
be enough, but it is more than there was in the past.
Part of the challenge, therefore, is not necessarily
about the UK, but actually the attraction of going off
to work in South Africa, Botswana, and other
neighbouring countries. The Zambian Government
has sought, as I understand it, to address this by giving
very significant pay increases to nurses in particular;
community health workers are in a slightly different
category. There is also a bigger recognition that the
training can often be geared to what is truly needed in
Zambia, which may not necessarily therefore equate
to what is recognised either here or in other countries.
That, in a sense, is a good protective measure to try
to retain the capacity of this skilled workforce: tailor
it to your own country needs in Zambia, rather than
necessarily being, effectively, a training ground for an
international cadre of those who perhaps find
differential salary levels an attraction and
understandably find it difficult to resist the temptation.
You make an important point.
The other point I wish to add is our commitment,
which I know, Mrs Latham, you have picked up, to
the international health partnerships. Even yesterday,
I was at Guy’s Hospital proselytising the benefits, and
encouraging the idea that it should become the norm
for our qualified doctors, nurses, midwives and
technicians to go to countries like Zambia for three or
six months—often at a young age, but even in
mid-career or in retirement—as part of what is their
professional development. They will be able to offer
what they can. Because they are qualified, they will

not need the supervisory capacity that is not
necessarily available. They will gain a most
phenomenal experience of public health
administration and practice, which will benefit the
NHS when they return, so we are doing our very best
to try to really make that come to life and be a reality
in the NHS. It is my hope—I hope not forlorn—that
in two or three years’ time the natural question for
anybody who is seeking their next job in the NHS is,
“So why didn’t you spend three months in Zambia?”

Q61 Pauline Latham: I also think, if I can come
back on that, that it is a very good opportunity for
people who have retired, doctors and nurses, to give
something back by going and doing that—going at the
end of their career as well as at the beginning of their
career. There is plenty of room for both scopes, and
there are a lot of people perhaps at the end of their
career more likely to do that than when they are
desperately trying to get up that ladder, although I
think if we can get it embedded in that one of the
questions they are asked is, “Why didn’t you go and
do something?” then that would be a very important
incentive for them. Equally, at the end of their career
they have nothing to prove and nothing to lose. They
can go and do this as voluntary service for perhaps a
year when they are first retired; I think that would
benefit Zambia.
Mr O’Brien: I was much encouraged that there were
those very people in the room yesterday, as much as
there were people at the younger end of their career.
That was very encouraging.
Pauline Latham: That is encouraging.

Q62 Jeremy Lefroy: Following up on what Mrs
Latham was saying, when we had a meeting with the
permanent secretary at the Ministry of Health, he was
very, very keen not just on people coming to practise,
which he would welcome, but even more so teaching
in medical schools. It is quite clear that there is an
under-training of doctors and nurses in Zambia, as
indeed there is in many other countries. Here is a great
opportunity for people to do that. In fact, I was with
a recently retired British doctor last week who was
about to go and spend some of her time teaching in a
medical school in Malawi, precisely for that reason.
Are we focusing on teaching as well as on clinical
practice?
Mr O’Brien: You are absolutely right about this. I can
assure you that we, as DFID, are using and utilising
the UK expertise to train Zambian health specialists
and nurses. Nine extra doctors and 67 extra nurses per
year, by the end of this year, and 160 nutritionists, by
2016, will be trained through support from the Zambia
UK Health Workforce Alliance, so you are absolutely
right. The more we can build on the good experience
and the work we are doing in that way the better, but
you cannot simply flick a switch to increase the
volume of training. It has—quite rightly if it is going
to be quality, useful training—necessarily got to be
well designed and done well, and you have got to get
the commitment of the people to go and do it. The
biggest challenge, at the moment, for those who are
in posts, whether academic or in practice, is actually
getting the backfill here, within the NHS.
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Q63 Richard Harrington: Extending what you said
about training medical people, it seemed to us also,
looking at the educational side of Zambia, that there
is this huge gap in the training of professionals, not
just in health, but, for example, in agriculture and the
general commercial field. I realise we are very short
of time, but my first question is: what does DFID
intend to do, for example, in terms of links between
universities in the UK and there?
Secondly, bringing it on to a bigger question, would
you care to comment on training a business class to
help in DFID’s expansion in the field of private
enterprise? There seems to be a huge gap there. We
have seen the Minister before, and the new chief
executive of CDC, but to what extent do you feel
DFID’s expansion into the private sector can help the
Zambian economy, and what plans are in place to do
that?
Mr O’Brien: While, of course, in the recalibration of
our operating plan we are looking to make sure that
we are really focused on our mission—the MDGs, the
vulnerable and the poor, getting basic services right,
and encouraging Zambia to increase the amount of its
own domestic resources it can make available—that
is not to exclude the work on either governance,
which is the context by which the private sector is
very much helped, or training, which you have
identified. In the private sector, a lot of this is now
focused on agriculture: the smallholder farmer area.
Rather than looking at that as a subsistence activity, it
is about looking at it as a series of small businessmen
and, I should say, businesswomen, who are very
importantly part of that scene.
Secondly, there is a need to recognise that there is a
lot of training that can come through support. For
instance, you will be aware of ColaLife and the
leverage of the distribution chain to get essential
medicines out to rural communities. That carries with
it the private sector and training issues, not in any
particularly prescriptive way, but in a way that will
have the necessary concomitant benefit.
The challenge for us is that quite clearly we cannot
do everything, nor should we try. We also need to
make sure that, while there may be some areas in
which we do not do funding, we are encouraging the
Zambian Government itself to be putting priority on
things. To some degree, that then reads across to your
education question, about secondary and tertiary
education and the links. The universities here in this
country are increasingly making very good
connections, and that is happening without,
necessarily, DFID having to take any kind of position
other than to encourage it, through the British Council
and others. I do not know, Mike, if there are any more
specifics that you can add, in answer to that question.
Mike Hammond: There are two things that have
happened since the Committee visited. Firstly, we
have approved an access to finance project, which is
targeted at rural areas, which is a point the Chairman
made earlier on. Secondly, we have also looked at the
rural markets project, and that has been approved,
which is again the point about access to seeds and
supplies. That is what is reflected in the operational
plan: the heavy spend on health and education, with
the other stuff coming online later on, because these

plans are refreshed every year, so next year the
balance will shift back again slightly.
On the education side, we very much took on board
what the Committee said during its visit there, and we
were looking at sector budget support to education
anyway. With the amount of money we have, we
cannot take on an education sector, but we can make
sure that that education sector spends its money
effectively and efficiently; that is what we are aiming
to do. We are aiming to work with the Ministry of
Education, particularly around tertiary and secondary
education, to get that money spent properly, which
will therefore produce more resources towards the
tertiary education system, allowing them to train. We
are also looking at ways, with the British Council,
THET and Lord Crisp, to bring in more health
professionals and other professionals to link in with
some of the short-term training coming up. Indeed, we
recently persuaded the Indian Government to build a
new health training centre, and we will pay for the
costs of training community health workers in that
training centre. As the Minister has said, we have been
using our leverage to bring others into this area,
because we cannot do everything.

Q64 Mr McCann: In terms of governance, we took
the opportunity to meet with a number of Zambian
Members of Parliament, which was really helpful and
interesting. We met a lot of interesting characters and
people who have a real future ahead of them in the
political system. Can I ask you when and how you
will know that DFID’s governance programmes are
being effective? A second direct question is: will
DFID support CPA UK’s proposal for a Member of
Parliament exchange system between the UK and
Zambia?
Mr O’Brien: On that latter point, I am a very big
champion of, and am very happy to see, the CPA’s
ideas. I welcome them enormously, and I hope that
support for the Zambian parliament will carry on.
Certainly, DFID officials in Zambia are more than
happy to see how much we can take that forward and
take those discussions forward, so the answer to that
is “yes”. It would need to be well discussed, well
thought through, and well articulated in terms of a
design.
So far as the other aspects, I think it is mainly to do
with the capacity of parliamentarians in Zambia to be
able to hold their Government—which is quite a
strong presidential system—to account, but also it is
to do with increasingly improving transparency and
accessibility of information on public spending; I
think there have been notable improvements on that.
That will then give parliamentarians—particularly the
ones whom you met whom you obviously found
encouraging—the wherewithal to do their job: to hold
their Government to account.
Equally, it needs to be done on the basis that there is
a transparent and clean payroll. As we know from the
previous problems in their public sector, there have
been ghost-workers. We need to make sure that part
and parcel of what is good governance is also to bear
down and make it absolutely clear that corruption and
these other kinds of practice are simply unacceptable;
that will help empower the good parliamentarians to
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hold their Government to account and ensure that the
resources they are able to mobilise are properly
expended and deployed. Anything that we can do in
our public financial management and in our
governance, democracy and accountability
programmes—you will be as aware as I am of what
we are doing, so I will not go into detail on that—is
absolutely fundamental to making sure we have a
good programme that enables us to then look at some
of these public service enhancements, as well as the
other things that we are doing.

Q65 Chair: You have a timetable for graduation for
Zambia, and in fact we think there has been a
misunderstanding between the Committee and the
Department; we had suggested that the Government
ought to have an exit strategy for every programme,
whereas the Government’s response has been, “Where
we have an exit strategy, we have one, and where we
do not, we do not.” Why is there one for Zambia, and
what is the timescale? Why is there not one for other
countries in the region that are in a similar situation?
Mr O’Brien: There may be some misunderstanding
about this, because your questioning seems to imply
that we have a timetable; we do not. In Zambia, we
do not have a timetable for graduation. If you have
sensed or picked up some kind of timetable, that is an
imputation that has not come from Ministers, I can
assure you. The right mindset for the way we design
our programmes and approach for all of us, beyond
humanitarian, is that we should all be seeking over
time to graduate from being in an aid relationship, and
to move towards proper state-to-state trade and other
diplomatic and political relations. Whether that is
going to be in five years or 50 years—on certain
projections, one could look at Zambia and extrapolate
figures that suggest it could be 70 years.
There is not a set timetable. It is because this approach
helps to school and discipline the thinking behind
making sure that we are doing the right things either
to address MDGs or to put in place essential basic
services, essential infrastructure, essential
pump-priming of economy, essential governance and
other issues. That also includes climate change
adaptation and mitigation these days, which is easily
overlooked. Therefore, the straight answer to your
question, Chairman, is that there is no timetable for
Zambia. There is an approach that is trying to make
what we do consistent with a trajectory, which is to
graduate over time.

Q66 Chair: So it might have been more of a
comment along the lines of, “In 10 or 15 years’ time,
the relationship might have changed to that situation,”
but nothing more specific than that.

Mr O’Brien: I have never said 10 or 15 years. What
I have said is that our aim should be to graduate at all
times, and some will be earlier graduates than others,
simply because of the journey that they are on.

Q67 Jeremy Lefroy: I am just looking at my notes
from the final meeting we had in Lusaka, and the
conversation was around the following: that for
Zambia to graduate from aid in 10 years is a very tall
order. It needs to look at the quality of its services, to
consult with users, and to be smarter about its use of
resources to build that capacity. That is the
conversation that we had: that it was a very tall order
to graduate.
Mr O’Brien: Rather than splitting hairs, I am glad to
see that there was some speculation about that. That
does not sound like a commitment to 10 years; it was
just saying that, if one picked 10 years, it would be a
tall order and difficult to get out of. I do not know if
you want to comment further, Mike.
Mike Hammond: What may have prompted it is that,
of course, the Dutch, the Danes and the Canadians
have withdrawn from Zambia. They have withdrawn
their bilateral aid programmes. However, those
decisions were more about a desire to focus on
particular countries and not others. In Zambia’s case,
it is a reasonable assumption to say that Zambia is a
prospect to graduate from aid, but if you look at their
current rate of fall of poverty, it would take 50 years.
Obviously, that is an incentive for us to change the
rate at which poverty is falling, and then you have to
decide at what point in time is the level of poverty
sufficient. So, yes, there is a track for Zambia, but I
do not think anybody has a timescale for how long
that track is.
Chair: I am glad we clarified that. I think it was quite
important that we did. Sorry that this got slightly
compressed; the circumstances dictated that. Thank
you both very much for coming in. May I echo what
Michael McCann said to you, Mike? We had a very
good visit. I know we put you under an awful lot of
pressure in a short space of time, but we appreciated
it, we learned a lot, and actually we had a very
positive view about Zambia itself and the attitudes of
many people we met in government, and also the
relationship between the UK and the Zambian
Government, which seems to be mutually supportive
and beneficial, with obviously some problem areas.
Good work, and we appreciate it. We will conclude
our Report in due course and make further
recommendations we think are appropriate. Thank you
very much.
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Introduction

1. The International Development Select Committee has asked CDC to submit a memorandum in respect of
its inquiries into Zambia and Malawi and what CDC is doing in these countries. The Committee has also
requested an update on what CDC’s forthcoming business strategy will mean for its investment programme
in Africa.

2. This submission will start with an update on the forthcoming business strategy as this will give important
insight and context to what we are planning to do across African economies including Zambia and Malawi.
The submission will then address our existing work in the two countries.

The Forthcoming Five Year CDC Business Strategy and its Implications for CDC Investment in
Africa

Context

3. CDC’s forthcoming strategy confirms and builds on the previously radically changed high level business
plan produced in the summer of 2011. The strategy will lay the foundations for a distinctive, effective DFI
with a greater appetite for risk and a sharply focused development mission, as agreed with the Secretary of
State for International Development (the Shareholder).

4. The new strategy means we will tighten the geographies where we invest—our investments will now
focus on Africa and South Asia and within these regions CDC will direct capital to target investments that are
consistent with our mission to have high development impact and take greater risk, yet still achieve a return.

5. Three fundamental criteria will guide our investments in Africa:

— building businesses and creating jobs;

— directing capital to hard places; and

— we will maintain a commercial approach to investing as no impact is achieved if businesses are
not economically viable.

Taken together these criteria will ensure that our capital is invested in hard places doing hard things.

An overview of our new investment approach in Africa

6. The strategy also means we now have more ways of getting our capital to work beyond the fund-of-funds
model. The three primary means at our disposal enable CDC to meet more of the needs of capital-deficient
countries in Africa for different forms of patient investment. They are:

— Fund investing—This will still be an important part of the strategy;

— Debt—The direct provision of loan finance (in all forms) to businesses; and

— Direct Equity Investing—CDC has a long heritage of investing directly in businesses, financial
institutions and infrastructure and is returning to what is now a wholly new business area for us.

7. In addition to shifting its investment portfolio towards harder geographies, more developmental sectors and
new ways of investing we will give greater focus to understanding and demonstrating our development impact.

8. The following section will give the Committee a guide to what we expect to deliver through the three
primary means of investing.

Fund Investing—what the strategy means for investing in businesses in Africa through private equity funds

9. Currently, the risk capital market across Africa is currently about 1/5th the size of the market in London
and S.E. England, but excluding South Africa and Egypt this figure falls by 80%. The market remains nascent
despite the number of fund managers growing significantly in Africa in the last five years, from a small base
to around 150. CDC’s capital represents about 13% of total raised by risk capital funds, making CDC an
important player in this market. Fundraising remains difficult with DFIs like CDC still continuing to provide
much of the capital for investment. CDC’s role in backing first-time investment teams has been and remains
vital because most investors prefer only to support tried and tested teams.

10. Fund investing will continue to play an important role for CDC in developing Africa’s private equity
markets but we will reorient our approach to match CDC’s development mission. We will be explicit about
what we want to achieve with our capital: business building, creating jobs (directly or through vital
infrastructure) and investment in harder places. We aim to commit over US$1bn in Africa over the next five
years through risk capital funds.

11. Specifically, our new strategy will mean:
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— we’ll look at funds that help job creation in Africa, both directly by helping businesses grow
and indirectly, by creating and improving the essential infrastructure which encourages the
environment for job creation;

— we want to have greater impact in funds backing infrastructure and SMEs, but also in access
to finance and agribusiness;

— we want to support funds that will get capital into fragile states. For example, we were the
anchor investor in the first fund to invest in Ethiopia and we are currently looking closely at
proposals to do more in Sierra Leone and Liberia;

— we will also look at funds which invest in businesses likely to be able to scale-up at a regional
level. This scaling-up will mean that businesses expand into neighbouring countries that would
otherwise not be a direct target for fund managers;

— we will maintain a balance of diversified strategies across pan-African, sector-focused, regional
and SME funds;

— a continued focus on developing the private equity sector, especially through supporting the
creation of new funds. We would expect to commit similar amounts to new relationships and
to existing relationships over the next five years, with on average around US$100m p.a.
committed to each category; and

— an increased risk profile which may lead to the risk of lower/negative returns. While we accept
this risk, we will continue our investment discipline of only backing teams with the potential
to deliver positive net financial returns, in order to protect taxpayer’s money.

12. This approach will ensure that CDC’s reach through our fund managers is significantly enhanced towards
the harder countries in Africa. A number of our fund managers have demonstrated their ability to direct our
funds to those target markets, and we will actively seek to extend our network via new, promising teams,
aligned with our new and clear strategic direction.

Debt Investing—what the strategy means for CDC’s provision of loan finance

13. CDC’s current debt portfolio is the product of our 2004–11 funds based approach and is focused outside
CDC’s current priority geographies. CDC has a very small share of the DFI/IFI debt market in Africa.
Following the financial crisis, international commercial banks have reduced their exposure to Africa and CDC
has identified an opportunity to help plug this gap. We are now building a team at CDC to execute the strategy
and to deliver development impact and financial returns, particularly in economies where the need for debt
capital, especially long-term debt, is very acute.

14. Our forthcoming strategy will mean CDC:

— Looks to invest a range of ways, including debt funds, co-financing with other DFIs, risk sharing
with selected international commercial banks and in direct loans to African financial institutions.

— Builds a broad debt portfolio including infrastructure and corporate loans, credit lines to
financial institutions and selective trade finance facilities focused on the more challenging parts
of Africa.

— Continues to invest in microfinance through microfinance private equity funds, microfinance
holding companies, microfinance debt funds and direct investments in microfinance institutions.

Direct Investment—what the strategy means for CDC’s plans to provide direct equity in Africa

15. CDC has a long heritage of investing directly in businesses and infrastructure but in recent years has
moved away from direct investing. We now want to re-connect CDC to the best of its heritage by returning to
what is now a wholly new business area for us. Building a new direct equity investment portfolio means we
can carefully target businesses with the best possible development impact. However, the process will take time
and the recruitment of new staff and skills into our business.

16. The strategy will involve two approaches to direct investing which build on CDC’s advantages—the
ability to provide patient, long term capital and, if necessary take majority stakes in businesses—but also
reflects the reality that CDC is no longer an organisation with hundreds of employees located across Africa. In
the first instance, through Co-Investment alongside partner organisations. The second, which is likely to come
into effect later in the five year plan, will be what we call Corporate Pioneering, where we provide substantial,
direct, long-term investment in businesses that we have chosen because of their potential for large-scale growth,
high calibre management teams and development impact across poorer economies.

17. The Co-Investment approach will mean CDC:

— Invests in businesses alongside private equity funds and other DFIs. This will allow us to
build on our existing, strong relationships and to use the expertise, resources and local staff of
our partners.

— Supports businesses that are creating jobs and building infrastructure in Africa, prioritising the
most developmental investments in smaller/more challenging countries.
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— Will be able to start investing quickly with investments of between US10 million and
US$50 million for general businesses and between US$20 million and US$100 million for
infrastructure projects.

18. The Corporate Pioneering approach, which will take between one and two years to begin, will mean
that CDC:

— Builds a small number (circa one per annum) of businesses, ramping up to become major
investments over time ($50–200 million). These businesses will expand into new markets and
countries, providing jobs and opportunities in some of the most challenging economies in
Africa.

— Develops high-calibre local management to achieve lasting development impact.

— Invests over very long (10 years+) periods where, in some cases, returns can be very uncertain.

CDC in Zambia

19. We recognise that Zambia has made some good economic progress in the last decade and is now a lower
middle income country. Rising foreign investment and good macro-economic policies have helped deliver
improved prosperity but significant challenges remain for businesses and for investors. While considerable
investment has gone into mining, the country now needs to take steps to encourage private sector growth in
areas other than copper alone.

20. CDC currently has eight investments through funds in Zambia totalling approximately £5.2 million. This
compares to FMO (the Dutch DFI) EUR55k investment in the country, DEG’s (Germany) at around £8 million
and no current investment in the country by Swedfund. CDC’s investments include businesses in financial
services, agribusiness, mining and real estate. Our biggest investment is in Golden Lay, the largest table egg
producer in Zambia’s copper belt, accounting for 15% of the total Zambian market. However, under our new
investment strategy we are now able to pursue direct investment opportunities and we are currently undertaking
due diligence on an proposal that would far outweigh CDC’s current level of investment in the country.

20. CDC’s investments in Zambia represent just under 0.8% of our total Africa portfolio. Zambia’s large
geographical size, relatively small population and lack of regional integration has meant that there have been
few good opportunities to invest for the fund managers with whom we commit capital. We now see this
changing as some of the new partners with whom we have recently invested are now targeting opportunities,
particularly agribusiness, in the country.

21. CDC currently has only one fund manager, Aureos, with a physical presence in Zambia but we have
worked closely with another SME fund manager, GroFin, to encourage and support them to set up an office in
the country. Grofin’s decision to do so will mean the flow of capital to promising SMEs in the country is likely
to increase.

CDC in Malawi

22. Malawi faces far more significant economic and development challenges than Zambia, with the last 18
months in particular seeing a very worrying trade deficit and falling foreign exchange levels. There are
significant challenges to growth, not least the poor infrastructure and over-reliance on agriculture. Investment
opportunities are few and far between and given the relatively undeveloped nature of the economy, CDC sees
the more likely immediate investment opportunities to be in loan finance, to which our new strategy is returning,
although there is an appetite to fund a small, pioneering private equity fund to stimulate the very nascent
entrepreneurial if we could find a credible and talented local team to support.

23. CDC currently has two investments in Malawi, both made through funds, worth around £0.75 million.
These are a stake in Celtel Malawi and a more recent investment (early 2012) in NBS Bank, Malawi’s third
largest bank in terms of loans and deposits. This latter investment was designed to support its capital base and
help it increase lending to small and medium enterprises, including those in the agriculture sector.

24. Diana Noble, the CDC Chief Executive is travelling with the Secretary of State for International
Development to Malawi at end of May for a fact-finding mission and will be meeting President Banda. Given
that the Committee has asked the Chief Executive to speak at an evidence session on 13 June, this may present
the Committee with an opportunity to hear more from her about the opportunities and challenges for investing
in Malawi.

23 May 2012
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Further written evidence submitted by CDC Group

During the 13 June oral evidence session, CDC’s Chief Executive Diana Noble committed to answer in
writing two additional questions put to her by the Committee.

Question 1

Can you commit to give us a written response on whether Malawi Mangoes’ bid for (equity investment)
support has been supported or not, and can you provide in writing the reasons why a decision has been
taken either way?

CDC Response:

CDC met executives from Malawi Mangoes some months ago to discuss the possibility of equity investment
in the company. We explained to the management of the company the background to the changes we’re
currently undertaking at CDC and the implications this has for investing in companies such as theirs.

While we are unable to make a direct investment in Malawi Mangoes, we have referred this deal to a
specialist agricultural fund manager that CDC has backed in the past. They spent a considerable amount of
time assessing the opportunity before deciding not to proceed with it.

The Committee will recall that in her oral evidence Diana Noble explained how CDC is rebuilding from
scratch its direct investment capacity—the key points being that we will only start investing directly in two
ways; either through co-investments alongside other DFIs and funds; or directly through a “corporate
pioneering” approach in larger businesses that have the potential to scale up very significantly and have a
major impact across a number of countries or regions.

We currently have a team of 3 people in London dedicated to direct investments, and hope to build this team
steadily to 6–7 by the end of the year. But there are no local offices to manage investments. We are focusing
largely on our strategy to co-invest alongside funds and DFIs who have the resources to originate, execute and
manage deals and this means that we cannot currently begin to invest in and give the necessary close
management required to a large volume of relatively small deals such as Malawi Mangoes.

Question 2

The Africa Enterprise Challenge Fund, which is invested in substantially by DFID, helps set up or grow a lot
of businesses around Africa. It is purely grant driven. DFID retains no equity stake, which I think is a
mistake. I have said in the past that CDC would be a very good organisation to run these stakes once the
investment had been made through AECF. Is that being looked at since we have raised it in the past?

CDC Response:

At present, AECF only makes grants or loans to SMEs in Africa. We understand that the AECF team are
currently undertaking research into the medium to long-term financing needs of the types of businesses they
have previously supported. The decision to make direct equity investments lies with DFID and AECF.

Should AECF consider making equity investments in the future then CDC would, of course, be keen to keep
in contact and hear more about their plans as well as offer advice on any new approach. However, CDC’s new
direct investment strategy for the next five years (outlined in the answer above) means that we won’t operate
in a way that is compatible with managing small-scale direct investments selected by other parties. The way
we will reach SMEs will be through our fund investments and in the provision of debt finance through our
support for local banks.

July 4 2012

Written evidence submitted by World Vision UK

World Vision is a child focused Christian relief, development and advocacy organisation dedicated to
working with children, their families and communities to overcome poverty and injustice. World Vision is the
world’s largest local charity working in 100 countries to improve the lives of 100 million people worldwide.

No child should live in poverty and the best way to change the life of a child is to change the world in
which they live. We see children and their communities as active participants in shaping a better future,
empowering them to find sustainable solutions to poverty.

World Vision welcomes this opportunity to provide written evidence to the International Development Select
Committee into the Development Situation in Malawi in which we have focused on areas directly relevant to
our work and our experiences.

1. World Vision in Malawi

1.1 World Vision has been working in Malawi since 1981 and is currently the largest International NGO
working in the country. Our programming is community-based development focusing on three programmatic
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areas: transformational development, advocacy and humanitarian and emergency affairs. Current programming
includes health and nutrition, food security, water and sanitation, HIV/AIDS prevention, care and support and
education. Our advocacy focuses on empowering citizens to understand their rights and influencing policy at
local, national, regional and international level. Currently WV Malawi is operating across 26 of the 28 districts
in Malawi with an average portfolio of US$30million in the last three years and a staff compliment of 543 of
which 400 are working in the communities we serve.

1.2 World Vision supports DFID’s very positive engagement in Malawi including programming which we
are able to deliver through our PPA with DFID. We are pleased to use our knowledge and expertise of working
for three decades in Malawi and of working closely with a range of donors to advise the Committee on DFID’s
work and the development challenges which exist in the country.

2 DFID’s Approach in Malawi

2.1 DFID is one of the largest donors in Malawi. In 2010–11, the UK Government—through DFID—
provided approximately £70 million in assistance to Malawi—approximately £19 million was disbursed as
general budget support, £26 million as sector budget support through the Government of Malawi and the
remaining £25 million was delivered through NGO partners or DFID programmes to support the poor. The
impact of its funding together with external partners over the last 11 years is significant. For example, since
the introduction of free primary school education in 1994, it has helped Malawi to achieve an increase in
enrolment rates by about 60% and following this, as many girls as boys were enrolled in primary schools and
young people’s literacy rose from 63% to 76%. In the humanitarian sector, DFID provided £24.5 million to
help the Government of Malawi manage the 2005–06 food crisis, providing food and seeds to 4.2 million
people. In 2006–07, DFID provided £2.25 million to help meet acute needs of over 830,000 people as a result
of localised droughts and floods and contributed £5 million to the government’s fertiliser and seed subsidy
programme targeting two million households.

2.2 Our experience of DFID in Malawi is of a bilateral aid agency which demonstrates a strong commitment
towards the Paris Declaration for Aid Effectiveness reflected in its strong aid policy, performance management,
systems, programming and value for money. The DFID Country Assistance Plan for 2011 to 2015 for Malawi
has yet to be approved. However, with reference to the previous plan, World Vision considers DFID support
for the Malawi Government as critical. The 2007–11 Country Plan focused on three areas which are vital to
Malawi’s development and we urge them to continue with this focus:

2.2.1 Improving governance and longer term stability and managing change by strengthening the
main democratic institutions and by supporting people’s ability to demand change and improve
policy-making and implementation.

2.2.2 Backing the Government’s efforts to promote growth through a stable economic environment
and transformation of agricultural markets and helping those who do not benefit from growth.

2.2.3 Improving people’s health and education through the delivery of basic services focused on
achieving results.1

2.3 These priority areas remain critical for the development of the country and are fully integrated into other
approaches and strategies supporting the development of Malawi including the Common Approach for the
Budgetary Support (CABS), and the Malawi Growth and Development Strategy—the country’s comprehensive
development framework which is working towards Malawi’s attainment of the Millennium Development
Goals (MDGs).

2.4 World Vision recommends that DFID builds on the priorities laid out in the 2007–11 Country Plan in
their new Country Plan. These priorities are integrated with other strategies which exist in the country and
DFID’s long term commitment to these is critical for Malawi to make progress towards the MDGs.

3 DFID’s Role in Improving Opportunities for Economic Growth and Job Creation

3.1 Malawi’s agricultural economy has largely been based on the tobacco and tea sectors. Cotton is currently
an upcoming sector of its own. There is great opportunity for economic growth and job creation within the
cotton sector with the right investment and support from donor governments. World Vision believes DFID
should help to facilitate the growth of the cotton sector to create economic growth and jobs. According to the
October 2011 Famine Early Warning Systems Network (FEWSNET) report, the government of Malawi has
planned to implement a cotton production subsidy programme worth about 1.6 billion Malawian Kwacha
(£6.1 million) but the scarcity of foreign exchange (potentially exacerbated by the withdrawal of budget
support) will have an effect on the implementation of this programme. The cotton subsidy is expected to
support all farmers interested in growing cotton as a cash crop with high yielding seeds and pesticides.2

World Vision recommends targeting support primarily through different value chains to address production
constraints in order to boost the production capacity of Malawi. This will enable Malawi to meet its
international market demands. The agricultural sector should also venture into agro processing and value
addition which we believe would create more jobs.
1 DFID Malawi Country Assistance Plan 2007–11.
2 FEWSNET Report, 2011 which also indicates that “there is a possibility that the foreign currency scarcity will negatively impact

the implementation of the program.”
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3.2 There is also the need to strengthen the economic sector in Malawi by supporting the establishment of
associations for business groups with a key focus on building capacity for the business associations. Supporting
the growing of SMEs would also help to build the economy of Malawi. Given that the economy for Malawi
is agro-based, World Vision believes that it is critical that DFID consider strengthening the participation of
smallholder producers through broad based agro-enterprise development initiatives that contribute to the
economic activities of the country.

3.3 Investing in income generation activities is imperative to improving opportunities for economic growth
and job creation, but this needs to be coupled with investment in capacity building processes. World Vision
recommends focusing support particularly towards the youth vocational skills sector and targeting vulnerable
groups including women, youth, people with disabilities and people living with HIV and AIDS.

4. DFID’s Role in Contributing to the Achievement of The MDGs in Malawi

4.1 According to the 2010 UNDP report on Beyond the Mid-point, Malawi is reported to have gained a
status of “achieved or on track to be achieved by 2015” for MDGs on poverty and hunger, child mortality,
HIV and AIDS, TB and Malaria and, environmental sustainability. At the same time, Malawi is almost certainly
lagging behind on education, gender equality and maternal health. Nonetheless, DFID reports do indicate
support being made to the country including on education, maternal mortality and gender.3

World Vision recommends increased support on health especially maternal, newborn and child health and
education with a key focus on infrastructural development and teacher training as well as strengthening gender
support which is necessary for helping put Malawi on track to achieving the MDGs.

4.2 Continued support with regard to resources will help keep Malawi on track. However, the country is
contending with: “a critical shortage of capacity and skills needed for effective delivery of basic services and
the implementation of development programmes; limitations in data collection systems needed for effective
MDG monitoring; and improvements in infrastructure needed to support rural and economic development
including roads, food storage and energy sector.”4

These are the areas where partners such as DFID can make a significant contribution and World Vision
encourages the UK Government to increase its focus in this area. Resources directed towards this aspect with
clear support mechanisms for implementation would address the challenges.

5. The Role of DFID in Protection of Civil Liberties including Freedom of Expression and
Access to Justice

5.1 DFID Malawi has concentrated efforts on improving governance and longer term stability and managed
change by strengthening the main democratic institutions and by supporting people’s ability to demand change
and improve policy-making and implementation.

5.2 World Vision welcomes this approach which resonates with our own approach, “Citizen Voice and
Action”, which we have seen makes a real and lasting difference to communities living with poverty as it seeks
to empower citizens and communities to influence the quality, efficiency and accountability of public services.
The approach also allows increased access to, and use of, government information to inform citizens’ choice
and action. This approach, which World Vision, DFID and others are taking, is helping to create opportunities
to share information and generate knowledge within communities about the performance and reform of public
services, such as health and education. Both health and education are imperative to achieving child well-being.
World Vision urges DFID to continue to focus on supporting programmes which empower communities to
demand higher quality public services and the delivering and implementation of health and education policies.

6. The Conditions Under which the UK should Continue to Provide Development Assistance to
Malawi

6.1 Malawi gets 40% of its annual budget from donors, with 20% of its aid coming from Britain. The
withdrawal of budget support by the UK government (as with from other donors) is a significant challenge to
many Malawians as 72% of them live on less than $2 a day. Some of the many areas affected are as follows:

6.1.1 The Malawi economy is currently experiencing economic instability as the supply of foreign
currency in the country has suddenly decreased making it difficult for traders to purchase and
import essential commodities, such as fuel and fertiliser among other goods.5

6.1.2 Rising seed and fertiliser prices have already forced the government to scale down its subsidy
initiative and supplies are delayed. World Vision believes this setback increases the likelihood
of the Malawi failing to have surplus food.

3 Country Assessment plan for 2007–11. In addition, according to a statement made by DFID in July, 2011 DFID support to
strengthen the health service in Malawi has helped save the lives of 3,200 pregnant women and 40,000 children since 2004.
Further, DFID support has built over 3,200 primary school classrooms and 4,800 toilets since 2001 and this has helped keep
more girls in school.

4 UNDP, MDG midpoint, 2010.
5 FEWSNET outlook for October 11 to March 2012, pg 2.
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6.1.3 Health and education sectors are being seriously impacted with teachers receiving late payment
of salaries, which will in turn lead to poor service delivery.

6.1.4 World Vision has experienced problems with fuel shortages which affect delivery of basic
essentials to our programmes and services such as hospitals are being affected through power
failure.

6.2 World Vision urges the UK Government to continue to dialogue with the Malawian Government, which
is accountable to their own citizens, to find solutions. We recommend that conditions of assistance to the
Malawi Government from the UK should include the strengthening of the Malawi Government’s accountability
mechanisms, particularly with regard to effective service delivery in the country.

6.3 The UK Government must take its own view on whether it can provide budget support through the
Government of Malawi. World Vision does not intend to comment on the justification or not of this, but is
concerned that the impact of such a decision is to affect people living in communities where Overseas
Development Assistance (ODA) makes a life changing difference. World Vision encourages the UK
Government to look for mechanisms which support some of the poorest people in Malawi and so that the
impact of any cessation of budget support does not impact on the poorest the most.

6.4 In countries such as Zimbabwe where the UK has decided to end budget support, alternatives have been
found. World Vision suggests that a mechanism such as the “multi donor trust fund,” which was introduced in
Zimbabwe in 2010, could be set up. This could support priority recovery activities, particularly in critical
sectors such as health and education, of the Government of Malawi, but without the Government having direct
control over the disbursement of funds.

6.5 As with Zimbabwe, the African Development Bank could be designated to manage such a fund with the
endorsement of the Government of Malawi and the donor community which would provide a channel through
which donors can mobilise donor resources and promote donor coordination. This would ensure that donors
can confidently commit development assistance focused initially on those sectors which are currently being
adversely affected such as health and education.

7. Summary of Recommendations

7.1 DFID should promote and assist the Government of Malawi through the creation of a favourable
environment for economic development by:

7.1.1 Helping to facilitate the growth of the cotton sector which will create economic growth and jobs.

7.1.2 Supporting the establishment of associations for business groups focussing on building capacity
for these associations, which will in turn strengthen the economic sector in Malawi.

7.2 World Vision recommends increased support on health, especially maternal, newborn and child health
and education with a key focus on infrastructural development and teacher training as well as strengthening
gender support which is necessary for helping put Malawi on track to achieving the MDGs.

7.3 DFID should direct resources towards improving capacity and skills training for delivery of basic services
to help keep Malawi on track for achieving the MDGs.

7.4 World Vision recommends the setting up of a “multi donor trust fund,” in order to support priority
recovery activities of the Government of Malawi, but without the Government having direct control over the
disbursement of funds.

February 2012

Writen evidence submitted by the Department for International Development (DFID)

Introduction

1. This memorandum focuses on the Development Situation In Malawi in response to the International
Development Committee (IDC) inquiry. It supplements the oral evidence to be given by DFID’s Parliamentary
Under Secretary of State, Mr Stephen O’Brien MP, scheduled for May 2012. The Memorandum addresses:

— How the UK can best help to improve opportunities for economic growth, job creation and
meeting the Millennium Development Goal targets for Malawi?

— The role of DFID in protecting civil liberties including freedom of expression and access to
justice.

— The conditions under which the UK should continue to provide development assistance to
Malawi.

2. Ministers plan to provide £373 million to Malawi for the period 2011–15 to achieve identified development
results, working through a mix of programmes with Government, other donors, non-governmental organisations
and civil society. Detail on these programmes and the results we expect them to achieve is set out below.
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How the UK can best help to improve opportunities for economic growth, job creation and meeting the
millennium development goals targets in Malawi

Context

3. Malawi faces both short term and long term challenges for growth and job creation. In the short term a
return to macroeconomic stability is key. Malawi had enjoyed a steady improvement in macroeconomic stability
after 2004, with inflation steadily declining and improved fiscal discipline. This stability underpinned strong
economic growth and poverty reduction. Since 2011 this success has been threatened by a large trade deficit
and a fixed and increasingly overvalued exchange rate—the parallel market rate is around 50% higher than the
official rate and climbing—leading to shortages of foreign exchange, fuel and other vital imports. Adjusting
the rate to reflect market fundamentals will be a necessary step to revive high levels of growth.

4. Malawi also faces a number of longer-term barriers to growth. The economy is highly dependent on
agriculture, which remains the main source of growth, exports and employment. With 85% of the population
residing in the rural areas, agriculture accounts for 80% of both the country’s employment and commodity
exports. In areas where production has been good, poor roads have often prevented the marketing of surpluses.

5. The 2009 Country Economic Memorandum for Malawi funded by donors including DFID contained a
growth diagnostic study that identified the key constraints to growth in Malawi as the exchange rate, access to
finance, power, and agricultural value chains. Education and the business environment were second tier
constraints.

UK Response

6. DFID’s wealth creation programme in Malawi has been designed to address these constraints. Together
with the IMF and other donors in Malawi we have encouraged the Government of Malawi to devalue and
change the exchange rate regime so that it reflects market fundamentals. We are also implementing a range of
programmes to address some of these constraints. We are not proposing to work in all of the sectors identified
in the growth diagnostic, given the division of labour between the donors. For example the World Bank and
the US Millennium Challenge Corporation (MCC) are planning large programmes in the power sector, so we
are only planning a single intervention in that sector. Our programmes in health, education, and governance
will have more indirect positive impacts on growth. Our planned and existing wealth creation programmes are
set out below.

7. Financial Sector Deepening Malawi (FSDM): We are working with the World Bank and USAID to design
an entity similar to the Financial Sector Deepening Trusts already operating successfully in Kenya, Rwanda,
and elsewhere. FSDM’s aim will be to increase access to financial services for poor people.

8. Malawi Unpaved Rural Roads Programme: We are working with the World Bank to design a programme
to improve the condition and maintenance of rural feeder roads to ensure accessibility throughout the year.
This programme will aim to reduce the cost of transporting agriculture produce to markets, raise the incomes
of rural farmers, and facilitate agricultural diversification.

9. Malawi Energy Efficient Lighting Programme: This programme is replacing incandescent light bulbs with
two million low energy light bulbs, reducing peak time demand by up to 20% at a total cost of around
£3 million.

10. Malawi Agriculture Programme: This programme will: provide 350,000 vulnerable farmers a year with
high yielding maize and legume seeds; improve value for money in the Government of Malawi’s Farm Input
Subsidy Programme; increase incomes for 7,000 existing dairy farmers and enable 2,000 smallholder farmers
(including 1,000 women) to move into dairy farming; and support 90,000 farmers (including 31,000 women)
to increase yields and improve soil quality through conservation farming. The UK will provide up to £35
million over 4 ½ years.

11. Malawi is on track to reach five of the eight Millennium Development Goals. The three remaining goals
are on (1) maternal health, (2) universal primary education and (3) gender equality and women’s empowerment.
To assist in addressing these challenges, DFID has the following planned and existing interventions:

12. Direct assets for girls and women: The UK’s aid programme in Malawi (including those programmes
mentioned above) is expected to: help 140,000 women develop strategies to improve their livelihoods; provide
subsidised seeds to 420,000 female-headed households; establish 1,000 new female dairy farmers by 2016;
help 27,000 female farmers to increase yields by adopting conservation agriculture; and increase incomes for
1650 women through a Business Innovation Facility.

13. Better health for women and choice on whether and when they have babies: Expected results include:
1.27 million fewer pregnancies through DFID’s family planning programmes; 50% of women using
contraception; 4,460 fewer maternal deaths; 145,000 deliveries by a skilled health worker; and 76% of pregnant
women and children under five years sleeping under treated mosquito nets through DFID support.

14. Getting girls through secondary school: The programme is expected to: provide 8,000 girls with DFID
bursaries to help them stay in secondary school; fund 213,500 girls in primary schools; support 2,000 mothers’
groups working across Malawi to support girls in school; train 1,000 new teachers (including 380 women
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teachers, as important role models); and build 4,200 new toilets and latrines in schools, which are particularly
important to encourage girls to stay in school once they reach puberty.

15. Preventing violence against girls and women: This will ensure: better access to local justice for an extra
4.5 million women and girls; female judges in 99% of traditional courts; and over 100,000 women getting
more choice over their lives and able to hold decision-makers to account. 30,000 women will be helped to
raise issues of concern with formal representatives like their MP, and safe spaces, support and counselling will
be available for adolescent girls. Results expected by the end of the period include a 10% reduction in violence
against women and girls and no children being kept in prisons.

The role of DFID in protecting civil liberties including freedom of expression and access to justice

Context

16. The return to multi-party politics in 1994 saw positive changes in political governance, human rights,
and access to justice in Malawi.(i) After a period of economic and political instability at the end of President
Muluzi’s second term (1999–2004), the election of President Bingu wa Mutharika was seen as a positive break
from the past and is associated with a return to stability and a period of good economic growth.

17. However, progress since then has not been straightforward. Following President Mutharika’s election to
a second term in 2009 there has been a deterioration in human rights and governance. The current economic
crisis has led to rising food prices(ii) and scarcity of fuel, drugs and foreign exchange. Restrictions on freedoms,
a centralisation of power and a negative Government response to criticism from civil society and other actors
have further fuelled increasing levels of public discontent. This public dissatisfaction over political and
economic governance came to a head during civil society-organised public demonstrations on 20 and 21 July
2011 which turned violent and led to looting with 20 people killed as a result of the use of live bullets and
teargas by police.

18. Recent changes in legislation have the potential to be used to restrict civil liberties. These changes have
given the President the power to set the date of local elections; allowed police to search houses without warrant;
given the Minister of Information powers to shut down independent media; banned ex-parte injunctions against
the Government; and further criminalised homosexuality. Other rights have seen de-facto erosion as
demonstrations have been banned, local elections cancelled, people arrested on charges of insulting the
President, sedition and treason, and academics, human rights activists, opposition politicians and journalists
have been harassed, attacked and driven from their homes. Malawi has fallen 67 places in one year to 146th
in the Reporters without Border Press Freedom Index.(iii)

19. Under international and domestic pressure the Government entered a UN-facilitated dialogue with civil
society groups to discuss action on political governance concerns. Some progress has been achieved. Many of
the recent legislative changes have been sent back to the Law Commission for review, although they do remain
active in the meantime. However, there are continued reports of harassment of journalists and human rights
activists, with some facing prosecution, the threat of violence and others in hiding outside the country.

20. There are significant barriers to accessing formal justice in Malawi, including cost, distance to courts,
the language of the courts (English), and the scarcity of judges and lawyers. State legal aid provision amounts
to about US 1.5 cents per person,6 so few of those charged with criminal offences are represented in court.
Malawian prisons are overcrowded. Almost a quarter of prisoners are awaiting trial, often for long periods of
time and in very poor conditions, leading to severe negative socio-economic and health impacts.7

21. The majority of Malawians, including almost all of the rural poor, avoid the formal system entirely. Only
8% of the population have used the formal justice system in the last five years, compared with 84% who have
used the informal system, accessing family counsellors, village heads and traditional authorities to resolve
disputes relating to marriage or family matters, land, property, domestic violence or assault.

22. There are Government initiatives to address some of these issues including the new Legal Aid Act
(2010), which provides for a Legal Aid Bureau and Fund. The Ministry of Justice and Constitutional Affairs
is developing a sector strategy, which will identify strategic priorities and coordinate reform efforts.

UK Response

23. The UK response to the deteriorating political governance situation has been coordinated across HMG.
Diplomatic and political interventions have been crucial to focusing the attention of the wider international
community on the situation in Malawi and making our concerns clear. The British High Commission (BHC)
and DFID have both strongly condemned repressive action by the Government, both publicly and in bilateral
discussions. The Foreign Secretary, DFID’s Parliamentary Under-Secretary of State and FCO’s Parliamentary
Under-Secretary of State (Minister Bellingham) met with Malawian Ministers in London in October 2011 for
a detailed discussion of the UK’s concerns. The Secretary of State for International Development met President
Mutharika at the African Union Summit in Addis Ababa, Ethiopia, on 29 January 2012. The Secretary of State
6 Access to Legal Aid in Criminal Justice Systems in Africa, Survey Report, Paralegal Services Advisory Institute, Malawi,

February 2010, p 5.
7 OSJI. The Socio-economic Impact of Pre-trial Detention, 2011.
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and the President had a frank discussion on human rights, economic management, and the expulsion of the
UK’s previous High Commissioner. During the 20 July 2011 demonstrations we publicly condemned the
police’s use of live ammunition. Following the firebombing of a number of human rights activists’ homes and
offices we also made a public call for protection and speedy access to justice for human rights defenders who
had been victims of violence. BHC and DFID continue to push for non-discrimination of people based on their
sexuality or gender, and to ask Malawi to live up to the human rights commitments specified in international
instruments to which it is a party, and in their own constitution. We maintain a wide network of contacts in
civil society and the media, including with those who have been victims of harassment and violence as a result
of their work. DFID has also reacted with practical support, for example funding security training for civil
society organisations.

24. There are four partnership principles upon which financial aid to the Government of Malawi is based:

1. Poverty Reduction and the Millennium Development Goals.

2. Respecting human rights and other international obligations.

3. Improving public financial management, promoting good governance and transparency and
fighting corruption.

4. Strengthening domestic accountability.

25. The deterioration of the last three of these partnership principles (and concern over economic
management and its impact on the first) has led to the Secretary of State ending General Budget Support to
Malawi on 11 July 2011.

26. DFID has specific programming to address the deterioration in governance and to protect civil liberties.
The Building Empowerment and Accountability in Malawi (BEAM) programme focuses on supporting projects
to strengthen Government accountability. BEAM’s core component is a multi-donor fund to support civil
society projects on governance issues, called Tilitonse—meaning “we are together” in Chichewa.

27. Tilitonse funds projects to strengthen community voice and initiatives to hold the Government to account
for delivering services and protecting rights. Evidence from elsewhere(iv) shows that strengthening people’s
ability to voice demands and hold Government to account, and linking them with other groups who share their
aims, will create an increasingly responsive Government. The approach is one of collaboration not
confrontation, working with civil society, the media, private sector, Government and others wherever possible
to achieve positive results. These results will include the improvement of services and the protection of
democratic space and civil liberties, including freedom of expression.

28. DFID has supported the justice sector in Malawi since the mid 1990s. In the absence of agreed strategic
priorities for the sector, we have agreed a division of labour with the European Union, which has a programme
aimed at strengthening key elements of the formal justice system. DFID’s focus is on assisting Government
and non-state actors to improve the parts of the system which are of greatest importance to poor people. Our
new Justice for Vulnerable Groups programme therefore aims to reduce violence against women and children;
increase women’s access to fair and unbiased justice from the traditional justice system; end imprisonment of
children; and reduce the exposure of Malawians to pre-trial detention. DFID has also offered support to the
Government in reviewing the laws recently returned to the Law Commission.

The conditions under which the UK should continue to provide development assistance to Malawi

29. Malawi continues on a trajectory of economic decline. Without economic reforms, including devaluation
and relaxing exchange controls, the economy is unlikely to start what will anyway be a painful recovery. In
the face of increasing hardship, and the absence of general budget support, the UK has already provided
significant additional support this year (fertiliser, emergency drugs and emergency feeding), thereby keeping
our commitment to the Malawian people.

30. There appear to be two main possible scenarios for Malawi: (1) changes to economic policy, including
reforms to the management of foreign exchange and the budget, which help it to get back on track with the
IMF; or (2) the Government continues on its current path and there is no significant improvement in the
economic or governance situation.

31. Whichever scenario Malawi follows, additional support to cushion any impact on the poor will be
needed. Over the past six months Ministers have chosen to reprogramme funds that could have been used for
budget support to other programmes to protect the poor. The ongoing shortage of forex has resulted in severe
shortages of fuel, fertiliser and drugs, which are having a major impact on all Malawians. Ministers agreed to
provide £19.5 million to buy seeds and fertiliser for the Government’s Farm Input Subsidy Programme (FISP)
and £10.2 million to buy emergency drugs for the next 18 months. Ministers agreed to increase the emergency
drugs programme by £3.5 million to expand our support to major hospitals around the country.

32. This additional support from the UK (together with Ireland and Norway on fertiliser, and Norway and
Germany on drugs) has been largely well received locally and the majority of opinion is positive that we are
keeping our pledge to support the poor people of Malawi. There are however some voices that suggest any
support to Malawi at this time—whether through Government system or not—is seen as supporting the
Government.
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33. We are scaling up on the governance side, particularly around accountability and empowerment, and
considering how we can best support the tripartite elections, due in 2014. We are also looking to do more on
building resilience (agriculture and livelihoods) and have a small, but expanding, private sector portfolio. Our
support to health and education continues through the sector wide approaches both through the government’s
systems and also increasingly with other partners, for example scaling up family planning services and
increasing our support to schools through UNICEF. Whichever scenario Malawi follows over the next few
years, we are planning for increased social protection programmes.

Department for International Development

16 February 2012

References
(i) See World Bank World Governance Indicators
http://info.worldbank.org/governance/wgi/index.asp

(ii) The cost of a basic needs rose by almost 30% over the course of 2011 (see Centre for Social Concern, Basic
Needs Basket January 2012).

(iii) http://en.rsf.org/spip.php?page=classement&id_rubrique=1043

(iv) See for example IDS Citizenship Research Centre, Putting Citizens at the centre: linking state and societies
for responsive governance, 2010.

Supplementary written evidence submitted by the Department for International Development

Summary

Since our original submission President Mutharika has died and been replaced by his Vice President, Joyce
Banda. The political and economic context has changed. A new Cabinet has been appointed, Malawi has
devalued and floated its currency, and early messages from the new administration on governance and human
rights are encouraging. The appointment of a new High Commissioner to Malawi was announced on 25 April
and President Banda has named Malawi’s High Commissioner to the UK (though final approvals on both sides
are still pending). Donors, including DFID, are mobilising quickly to support Malawi and its new President. We
have announced the release of £10m of funding to the health sector, and plan to provide a further £20 million of
support quickly. The Secretary of State for International Development will discuss what else needs to be done
with President Banda when he visits Malawi, accompanied by Diana Noble of CDC, at the end of May.

Opportunities for Economic Growth, Job Creation and Meeting The MDGs in Malawi

2. Our original submission to the Committee described the key economic challenges facing Malawi—short
term macroeconomic instability, and longer term barriers to growth. Under President Banda, the new
administration has stated that enhancing long term growth will be a priority. Major policy changes have already
been made to address short term instability.

3. On 7 May the Reserve Bank of Malawi (RBM) devalued the currency by almost 50% to address the over-
valuation of the exchange rate and the chronic forex shortages. Simultaneously they removed the key
restrictions on trading foreign exchange, effectively moving from a fixed exchange rate to a floating rate.
Malawi’s new financial year starts on 1 July. The Government’s next challenge will be to produce a budget,
which sets Malawi on a course for longer term growth and avoids increasing inflation. The RBM also has very
low levels of foreign exchange reserves, which makes it difficult for them to manage the new regime by
providing emergency liquidity. Floating the exchange rate was a bold move, but an important step towards
greater economic stability.

4. GoM is in intensive discussions with the IMF about a new programme. This will include reaching
agreement on difficult fiscal and monetary policy issues. If discussions go well a new programme could be
agreed in July. An IMF programme is a precondition for some types of donor support.

DFID Response

5. Since the devaluation, DFID has been working closely with the Government of Malawi (GoM) and other
donors to see how we can help. GoM are well aware of the need to produce a credible budget. They have
publicly listed programmes and spending areas they are considering cutting, and are working with teams from
the World Bank and the IMF to make the difficult choices. This leaves two main problems—(1) how to mitigate
the impact of devaluation (especially price rises) on the poor, and (2) how to help the RBM gather the reserves
it needs to manage the new floating regime. To address the impact on the poor, donors are working on a rapid
scale-up of existing social protection programmes.

6. The second problem, the shortage of reserves, requires a rapid response from donors. On 12 May the
Secretary of State announced that the UK would release £10 million of support to Malawi’s health sector, and
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plans to bring forward a further £20 million of assistance. The details of this support are still being finalised.
We are also in discussions with the Bank of England about the possibility of them providing technical assistance
to the RBM to help them with the transition to the new currency regime.

The Changed Political Situation following the President’s Death

7. Since the death of President Mutharika and the succession of his Vice-President Joyce Banda, who
had been expelled from the President’s DPP political party and formed her own, the political landscape has
rapidly changed.

8. After being sworn in on 7 April, President Banda changed the Information Minister, Inspector-General of
Police, head of the State Media, Secretary to the Treasury and the Reserve Bank Governor. Since then she has
sworn in a new “inclusive” cabinet that sees the return of eight previous DPP Ministers and a selection of
Ministers from other political parties, including her own People’s Party.

9. This signals an intent to restore relations with parts of the international community that were strained
under the previous government. There have not yet been changes at the top of key accountability institutions.
Parliament is due to resume on 18 May. We will then see whether a political opposition will be able to coalesce
quickly and effectively, and whether the government can expect a difficult passage for appointments, legislative
change and the July budget.

DFID’s Response

10. DFID Malawi has worked quickly with Foreign Office colleagues to show UK support for the new
government. The appointment of a new High Commissioner to Malawi was announced on 25 April and
President Banda has named Malawi’s High Commissioner to the UK (though final approvals on both sides are
still pending).

11. We have made it clear to the new President and her government that the UK hopes to see, and is ready
to support, moves to halt the economic and political decline. As the space to operate has expanded, DFID has
also been able to move forward with more certainty on finalising and implementing our operational plan, which
will be launched during the Secretary of State’s visit to Malawi. We will provide extra support to promote
economic stability and to protect the poorest from the short term impact of economic reforms. We will look
for ways to increase private sector investment and promote accountability.

12. In the area of governance and human rights, we will lobby for the speedy resolution of important
outstanding issues, including the appointment of Electoral Commissioners, possible changes at the top of other
constitutional bodies and review and potential repeal of recent controversial laws. We welcome indications
from the President that she wishes these issues to be addressed quickly, and have offered support to the Law
Commission to speed up this process. We will respond to further changes within our existing governance
programmes, with a new programme to support democratic institutions, (currently in design, but which will
include support for the preparation of elections in 2014) and with other, discrete programmes as necessary.

13. DFID will make the most of the new context to promote development, but we also recognise these are
early days for the new government.

DFID Malawi

24 May 2012
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Supplementary written evidence submitted by the Department for International Development

DFID PROGRAMMES IN MALAWI, STATUS, COSTING AND PERIOD OF OPERATION

Pillar Programme Name And Description Cost Period

Governance Justice for Vulnerable Groups (JVG):
Status: On Going
Support to child protection, reducing violence against women
and girls, supporting fairer traditional justice and reducing
exposure to pre-trial detention £16m 2011–16
Building Empowerment and Accountability in Malawi
(BEAM):
Status: On Going
Combating corruption; improving public financial
management; supporting citizens and communities to hold
government to account £19m 2009–18
Improved Electoral Environment Programme:
Status: In Design
Likely to include multi-party support to strengthen political
parties, initiatives to combat political violence and supporting
capacity of the electoral commission to deliver elections, and
ability of civil society and media to monitor £6.5m 2012–15

Growth Energy Efficient Light Bulbs:
Status: On Going
Replacing 2 million light bulbs with low-energy light bulbs—
saving up to 20% of peak time demand £3m 2012–13
Rural Roads:
Status: In Design
Working with the World Bank to design a programme to
upgrade and maintain existing dirt roads in rural areas with
high agricultural potential In Design
Private Sector Development:
Status: In Design
Likely to combine direct support to firms and value chains
with capacity building for Government In Design
Access to Finance:
Status: In Design
Currently working with USAID and the World Bank to set up
a Malawi Financial Sector Deepening Trust to increase access
to financial services In Design

Resilience Enhancing Community Resilience Programme (ECRP):
Status: On Going
A joint donor programme between the UK, Norway and Irish
Aid, for £16 million over 2011–2016. The programme seeks
to increase the resilience of vulnerable communities to
climate variability and change £16m 2011–16
Water, Sanitation, Hygiene Promotion and Capacity Building
programme:
Status: On Going
Providing 68,500 people with safe water supply; improved
household sanitation facilities for 54,700 people; Improved
latrines and hand washing facilities for 12,870 people; 250
villages sensitised on hygiene education and sanitation
promotion £0.95m 2010–12
Water, Sanitation and Hygiene Programme:
Status: Recently Approved
Aims to reduce water related disease and illness in Malawi,
leading to reduced vulnerability and poverty. The new
programme is expected to provide 750,000 vulnerable
Malawians with reasonable and sustained access to improved
water and sanitation in underserved areas £19.4m 2012–15
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Pillar Programme Name And Description Cost Period

Agriculture Sector Support:
Status: On Going
Aims to provide 350,000 vulnerable farmers a year with high
yielding maize and legume seeds; improve the value for
money of the Government of Malawi’s Farm Input Subsidy
Programme (FISP); increase domestic milk production for
7,000 existing dairy farmers by 30% and enable 2,000
smallholder farmers to move in to dairy farming; and support
90,000 farmers (including 31,000 women) to increase yields
by 20% and improve soil quality through conservation
farming £35m 2012–16

Human Keeping Girls in School programme (2012–15):
Development Status: Recently Approved

The programme will increase girls’ enrolment in school,
completion of primary education, and transition into
secondary school £37.5m 2012–16
DFID’s Education Sector Reform Programme (2010–13):
Status: On Going
A large sector budget support operation, with an annually
agreed programme of work and output targets, linked to the
Government of Malawi’s budget allocations £50m 2012–13
Malawi Health Sector Programme (2011–16):
Status: Recently Approved
Follows on from the first health sector programme and is
currently under discussion with the Government of Malawi.
If approved, the MHSP will aim to increase access to quality
health services; strengthen the performance of health systems
(in particular procurement); and improve the equity of health
outcomes £110m 2011–16
Family Planning programme:
Status: On Going
Aims to increase the coverage and use of effective family
planning in Malawi, with a focus on rural, poor, and young
women. The programme will result in 180,000 fewer unsafe
abortions, 4,460 fewer maternal deaths and 1.27 million
fewer pregnancies £25m 2012–18
Emergency Drug project:
Status: On Going
An emergency programme (with Norway and Germany) to
procure and distribute 18 months worth of essential
medicines to around 620 health facilities in Malawi £13.5 2011–12
HIV & AIDS programme:
Status: In Design
A new programme of support is being developed to address
the need for a better balance between prevention and
treatment interventions. In Design

Supplementary written evidence submitted by The Department for International Development

Q1. In its written evidence to the inquiry, WaterAid appears to suggest that—between 2007 and 2010—DFID
Malawi disbursed only just over 50% of its committed funds for water and sanitation

The Committee would like to ask DFID:

1. Whether it accepts this as true; and

2. If so—why so little funding was disbursed.

“We do not accept WaterAid’s accusation to be true and we are not clear about the data source on
which their position is based. DFID Malawi’s commitment to water and sanitation for 2007–10 was
£6.4 million. DFID spent in total approximately £16 million on water and sanitation in Malawi
over this period. Most of this funding came from central DFID funding, rather than through DFID
Malawi’s budget.

The current government has put far greater priority on water and sanitation, first through the Bilateral
Aid Review (BAR) and then further doubling our commitment in April 2012, to support a total of
60 million people access clean drinking water and improved sanitation by 2015. The BAR also
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focused on buying specific results, rather than allocating sums of money, to transform delivery,
accountability and value for money.

Following the BAR, DFID Malawi has reprioritised water and sanitation. A new Water, Sanitation
and Hygiene Programme will provide (at a minimum) 750,000 vulnerable Malawians with reasonable
and sustained access to improved water and sanitation in under-served areas by 2015. Following the
Secretary of State’s announcement at the High Level Meeting on Water and Sanitation in April 2012
that we are doubling our results commitment on WASH, we are reviewing our bilateral portfolio
more broadly to consider where best to achieve these additional results”.

Q2. In its supplementary written evidence, DFID refers to its decision to bring forward £10million of support
for the Malawian health sector. Would it be correct to categorise this as sector budget support?

DFID Response:

Yes, it is correct to categorise the £10 million as sector budget support.

July 2012
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