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1. COUNTRY RISK PROFILE AND CRISIS PREPAREDNESS CONTEXT

A. Country vulnerability

1. Malawi is highly vulnerable to a range of natural, socio-economic and health-related threats. It is
highly exposed to several hazards, including flooding, cyclones, droughts, landslides and earthquakes. Of these,
droughts and flooding pose the most significant and recurring risk, affecting an average of 100,000 people by
floods and 1.5 million people by droughts each year?. Severe cyclonic events and acute droughts over the last
decade have caused significant loss of life, livelihoods, and damage to infrastructure, impeding the country’s
growth? (see Figure 1). Losses related to Tropical Cyclone (TC) Freddy that hit southern Malawi in 2023 are
estimated at 0.5 percent of real Gross Domestic Product (GDP)3. Additionally, Malawi has faced multiple
epidemics, including recurring outbreaks of cholera, malaria and severe impacts from Human Immunodeficiency
Virus (HIV). The 2022-23 cholera outbreak in the region was the deadliest in the country in the last sixty-year
period, with over 56,090 cases and 1,712 deaths, accounting for 53 percent of all deaths reported by the World
Health Organization (WHO) for Sub-Saharan Africa®. The COVID-19 pandemic exacerbated the situation,
straining the healthcare system and diverting resources from critical development priorities.

2. Economic instability and frequent natural disasters have hindered efforts to alleviate poverty,
improve nutrition, and prevent outbreaks of public health diseases. Malawi is one of the poorest countries
globally, with a GDP per capita of US$642.2 (World Bank, 2022). Ranked 172 out of 193 countries on the Human
Development Index (HDI) as of 2023>, approximately 70 percent of the population lived below the International
Poverty Line of USS$2.15 per day in 2023°. The country’s heavy reliance on subsistence and rainfed agriculture
limits growth potential and increases susceptibility to shocks such as natural disasters and public health
outbreaks. Four in five Malawians experienced moderate to severe food insecurity from 2019 to 2021 as poverty
worsened because of the COVID-19 pandemic and climate disasters’. With inflation projected at 33.6 percent
in 2024, high food prices and shortages from reduced agricultural output will likely worsen poverty, increasing
the proportion of people below the international poverty line to 72 percent®.

3. Climate change is intensifying Malawi’s existing vulnerabilities by increasing the frequency and
severity of hazards. Since 1960, Malawi has experienced a temperature rise of approximately 0.9°C, leading to
more hot days and nights, extended dry spells, and more severe droughts. Projections indicate that by 2050,
average temperatures will rise by 1-3°C, with a later start and earlier end to the rainy season. The intensity and
frequency of heavy rainfall events are expected to rise, potentially increasing the proportion of rainfall during
extreme events by up to 19 percent by 2090. Malawi loses an average 1.7 percent of its GDP annually because
of climate change-related disasters, mainly floods and drought®, with significant impacts on agriculture and
infrastructure. Given that agriculture employs 70 percent of the workforce and 80 percent of Malawians depend

1 World Bank Group. 2019. “Disaster Risk Profile: Malawi.” World Bank, Washington, D.C. https://www. gfdrr.org/en/publication/disaster-
risk-profile-malawi-2019

2 Cyclones: Chedza (2015), Idai (2019), Eloise (Jan 2021) Ana and Gombe (Jan and Mar 2022), Freddy (Mar 2023); Droughts and food
insecurity: 2015-2016, 2024.

3 Government of Malawi (2021). Malawi’s Updated Nationally Determined Contribution (NDC)

4 WHO (World Health Organization). 2023. “Cholera in the WHO African Region. Weekly Regional Cholera Bulletin: 29 March 2023 (Data
Reported: As of 28 March 2023).” Situation Report

5 UNDP, Human Development Report 2023/2024

6 Joe Hasell, Max Roser, Esteban Ortiz-Ospina and Pablo Arriagada (2022) - “Poverty” Published online at OurWorldIinData.org. Retrieved
from: 'https://ourworldindata.org/poverty'

7 World Bank (2022). Malawi Country Climate and Development Report

8 World Bank (2024). Macro Poverty Outlook for Malawi: April 2024

9 Government of Malawi (2021). Malawi’s Updated Nationally Determined Contribution (NDC)

Page 1



The World Bank
Malawi: Contingent Emergency Response Project (CERP)

on rainfed production, increased climate variability and extreme weather conditions are anticipated to
exacerbate food insecurity and deepen poverty.

Figure I: Disaster Risk Management Evolution in Malawi*°
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B. Country Crisis Preparedness Strategy and Arrangements
4. The Government of Malawi is making progress towards the creation of a comprehensive resilience

framework. The 2023 Disaster Risk Management (DRM) Act places more emphasis on early warning,
preparedness, and risk reduction. The Act marks a significant advancement in Malawi’s legal framework. There
is also a recognized need to update the National Disaster Risk Management (NDRM) Policy (2015) to align with
the new DRM Act. The Act establishes key institutional components such as the National DRM Committee, the
National DRM Technical Committee, and the Office of the Commissioner for DRM, and a DRM fund; elements
that are essential for effective disaster risk management, but which need to be strengthened operationally. The
Government has begun operationalizing the Act, including taking steps towards creating a National DRM Fund.
Further, Malawi has developed the National Resilience Strategy (2018-2030) with a focus on resilient agricultural
growth, reducing food insecurity and mitigating risks to livelihoods. Malawi's risk layering approach for disaster
risk management, outlined in its Disaster Risk Financing (DRF) Strategy (2019-2024), aims to enhance the
country's financial resilience against crises through a mix of ex-ante and ex-post disaster risk financing (DRF)
instruments, such as the country’s Vote of Unforeseen Expenditure (VUE)*, participation in the African Risk
Capacity (ARC) Sovereign Insurance, and utilizing the Development Policy Loan with Catastrophe Deferred
Drawdown Option (Cat DDO)*2.

10 Natural hazards data based on International Disaster Database (EM-DAT). Available at: https://www.emdat.be/

11 Malawi's Vote of Unforeseen Expenditure (VUE) is a budgetary provision designed to allocate funds for unexpected events, such as
natural disasters or other emergencies. According to the country's financial regulations, the annual budget presented to the National
Assembly must include a Vote for Unforeseen Expenditure, with a proposed appropriation not exceeding one percent of the total budget
for outputs. However, in practice, the budget allocated each year for unforeseen events is often below this one percent threshold.

1210 April 2024, Malawi accessed US$57.4 million (Cat DDO financing) to meet urgent needs arising from the El Nino related food
insecurity.
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5. Malawi has developed several emergency response plans to enhance its disaster preparedness. These
include the Annual Contingency Plan, which outlines national-level needs and district-level arrangements for
effective response and recovery efforts. The annual contingency planning process starts with the release of
seasonal weather advisories, followed with the identification of national and district-level needs for effective
response and recovery. In the wake of the 2019 floods, a Flood Response Plan was developed to identify strategic
objectives for flood response and preparedness, cutting across Health, Water, Sanitation and Hygiene (WASH),
Agriculture, Nutrition, and Education clusters. Other response plans, such as ‘The Lean Season Food Response
Plan’, developed by the Food Security and Agriculture clusters, include awareness-raising on crisis preparedness,
food security assessments, and the provision of food assistance. In 2020, a COVID-19 Preparedness and
Response Plan was developed to manage the pandemic, outlining coordination structures and operational
guidelines for cross-cutting activities across the cluster system.

C. Key Preparedness and Readiness Gaps

6. Malawi has made significant advances in setting up its legal and planning framework for DRM.
However, Malawi’s crisis preparedness remains hindered by financial constraints, limited institutional capacity,
and coordination challenges among Ministries, Departments, and Agencies (MDAs). Although efforts have been
made to strengthen DRM, the government faces challenges in implementing its emergency related plans due to
fiscal constraints, technical and capacity gaps, fragmented data systems and lack of decision-support that leads
to inadequate risk assessments. Coordination issues among MDAs and external agencies, including development
partners, NGOs, and multilateral organizations, result in disjointed response actions, unclear accountability and
duplicated efforts. Decentralized crisis management remains weak as many districts lack dedicated personnel or
capacity for disaster preparedness. Additionally, reliance on external resources post-crisis reduces the incentive
for the Government to invest in proactive measures.

7. Malawi’s emergency response efforts are challenged due to heavy reliance on international grant
funding and the United Nations’ cluster system for coordination among development partners. The
Department of Disaster Management Affairs (DoDMA) activates the United Nations’ cluster system?®® to
coordinate crisis assessment and emergency response at the operational level, with substantial support from
external agencies. This system, primarily articulated through the National Contingency Plan, spans across sectors
such as food security, agriculture, water, sanitation and hygiene, health, nutrition and HIV/AIDS, education, as
well as functions like shelter and camp management, protection, transport, logistics, and communication.
Despite efforts to develop a more robust internal framework, DoDMA’s dependency on short-term and limited
donor funding structures has implications for operational capacity and sustainability.

8. These challenges were particularly evident in the aftermath of TC Freddy. The response to TC Freddy
underscored the challenge of ensuring that adequate financial and material resources are available quickly, as
well as issues related to insufficient emergency response operational capacity, particularly during multi or
cascading crises. The government is now seeking to further strengthen its framework for Emergency
Management Planning, by integrating various annual and sectoral plans into a cohesive strategy that will form
the basis for resource mobilization and implementation. The Government’s early interest in the Rapid Response
Option (RRO), which is part of the World Bank’s expanded Crisis Preparedness and Response Toolkit, is evidence
of its willingness to develop a more structured and strengthened emergency response.

13 UN emergency and humanitarian response coordination https://emergency.unhcr.org/coordination-and-communication/cluster-
system/cluster-approach
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D. Relevance to Higher Level Objectives and Bank Engagement with Malawi on Crisis Preparedness and
Response

9. The Contingent Emergency Response Project (CERP) aligns with the Bank’s Country Partnership
Framework (CPF) for Malawi, discussed by the Board of Executive Directors on May 4, 2021 (FY21-25, Report
No. 154505-MW), directly supporting revised Focus Area 3 of the CPF on ‘Strengthening Risk Resilience and
Shock Response’. This strategic shift within the CPF is a direct response to Malawi’s heightened vulnerability to
frequent and overlapping crises. The revised CPF highlights the critical need for enhanced preparedness and
more effective shock response mechanisms, with an emphasis on social protection and infrastructure resilience.
The CERP plays a vital role in this broader strategy by providing rapid, shock-responsive financial assistance. A
structured and comprehensive approach is critical to ensure an effective response and the swift provision of aid
to those affected. This operation, with its programmatic approach to response, reinforces the CPF’s emphasis on
building resilience and supporting the vulnerable population. The operation will contribute to the World Bank
Climate Action Plan (FY21-25) and to the Africa Climate Business Plan’s (2020-2026) priorities related to climate
shocks and risk governance.

10. The proposed operation is part of the World Bank’s expanded Crisis Preparedness and Response
Toolkit, designed to support multiple eligible crises over a six-year period. Based on a strategic country dialogue
on crisis preparedness, Malawi has established a set of crisis response financing tools to respond to different
types of shocks rapidly and effectively. This includes the RRO, which will help increase the amount of pre-
arranged financing up to 10 percent of undisbursed balances in IPF and PforR portfolio per fiscal year. It will
support rapid and cost-effective disbursement of funds to support vulnerable populations and critical economic
activities during eligible crisis. Within this toolkit, the Investment Project Financing (IPF) Contingent Emergency
Response Project (CERP) serves as a specific mechanism to operationalize the RRO by providing a structured
approach for rapidly deploying these funds during a crisis. The IPF CERP allows Malawi to quickly access and
allocate resources for immediate emergency response activities, ensuring swift action during crises. It
complements the current Development Policy Financing (DPF) with Catastrophe Deferred Drawdown Option
(Cat-DDO, P175072) which is supporting resilience and financial management reforms.

11. The World Bank has been a key partner in enhancing Malawi’s crisis preparedness and response
capacity at national, district, and city levels. Key activities included drafting Standard Operating Procedures for
National Emergency Operating Centers, training local authorities, and developing multi-hazard contingency
plans. While the CERP establishes a rapid response mechanism, ongoing mid-to-long term investments focus on
strengthening resilience across sectors, including for instance: a) the Social Support for Resilient Livelihoods
Project (SSRLP, P169198) -enhancing the resilience of vulnerable populations through social safety nets; b) the
Emergency Project to Protect Essential Health Services (EPPEHS, P180231) -maintaining health service delivery
amidst crises; c) the Malawi Resilience and Disaster Risk Management Project (MRDRMP, P161392) - focused on
critical infrastructure and civil works, such as the rehabilitation of irrigation schemes, construction of water
supply schemes, and flood risk management plans; and d) the Regional Climate Resilience Program 2, Malawi
Project (RCRP2-MW, P181308)—aims to build long-term resilience and sustainable catchment management,
improve data and information systems, and ensure government ownership and stakeholder engagement in
climate resilience initiatives.

14 The Rapid Response Option (RRO) is the use of all or any portion of the Financing that has been requested by the Recipient and accepted
International Development Association (IDA) to assist in financing the CERP
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2. CONTINGENT EMERGENCY RESPONSE PROJECT FRAMEWORK

A. Project Development Objective

12. The Project Development Objective (PDO) is to respond promptly and effectively to an eligible crisis or
emergency in Malawi.

13. PDO Level Indicators
(i) Time from request for CERP activation to first disbursement [days]
(ii) Number of people directly benefitting from the CERP activation [number]
(of which female)

B. Activities supported by the CERP

14. In the event of an eligible crisis and if the CERP is activated®®, several immediate response needs would
be supported through the operation, as applicable given the nature of the crisis. This is intended to mitigate the
immediate impacts of crises on vulnerable populations by aiding access to critical inputs and the resources
needed for recovery. This includes providing direct food aid to households, distributing animal feed to livestock
owners, and supplying seeds and other agricultural inputs to farmers. Additionally, technical assistance will be
provided to ensure the efficient and effective utilization of these resources, optimizing the recovery process, and
enhancing the resilience of affected populations. A climate and disaster risk screening that was completed has
indicated an overall low risk of the project’s activities, as they include only emergency response support with a
low impact on physical infrastructure. The activities supported by the CERP include:

15. Emergency Livelihood Support to Households: The CERP will provide direct emergency income support
to people/ households affected by disasters by scaling cash transfers and cash-for-work programs. This will aid
in stabilizing their livelihoods, smoothen consumption and enhance their ability to source food and items for
basic needs. Cash transfers will be disbursed using existing mechanisms, including the Social Cash Transfer
Program (SCTP) and emergency cash transfer initiatives, to ensure timely and efficient delivery. This may include
a time-bound cash top-up'® to existing social cash transfer households in the priority impacted areas, and/or
allow for new eligible households in the impacted districts that are already identified (through the social registry
or Unified Beneficiary Registry (UBR) national database of vulnerable people) to receive emergency cash
assistance on a time-limited basis'’. These activities will be implemented through the existing mechanisms
established under the Social Support for Resilient Livelihoods (P169198) project.

16. Provision of Essential Services/Supplies: Support will be provided to sustain delivery of critical services
and accessibility of supplies during and after emergencies. It will finance the procurement and
distribution/delivery of necessary supplies and services to meet immediate needs of affected persons such as
provision of water, emergency response supplies, medicines and critical medical equipment, and veterinary
medicines and supplies such as animal first aid kits. Supplies may include those critical for emergency response,
which may depend on the nature of the crisis; these may be sourced from both local and international suppliers
to ensure rapid delivery to the most affected areas.

17. Emergency Response Coordination and Management: Support will be provided for incremental
operational expenditure incurred by the government for response and early recovery efforts including, inter alia,

15 Details on the crisis activation are described in the CERP Manual
16 vVertical expansion of social protection
17 Horizontal expansion
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evacuation procedures, shelter administration, additional transportation costs (i.e., gasoline and use of other
transportation), increased electricity bills for the public sector, staff overtime and rental of light and critical
machinery (i.e., generators for emergency and shelter operation, equipment for removal of debris, etc.). It is also
envisaged that technical assistance may become necessary include sourcing international and local specialized
expertise (consultancy) to support recovery, provide just-in-time technical assistance, and/or support
preparation of technical documents for procurement. A positive list of eligible expenditures is included in the
CERP Manual. The list will be updated as needed and be subject to the World Bank review.

C. Project Beneficiaries

18. The project has a national scope. The exact beneficiaries will be defined in the Crisis Response Plan
based on the emergency/crisis for each CERP activation and the geographical spread of the impacts. The
beneficiaries will include the affected citizens of Malawi, encompassing a broad range of vulnerable groups,
including women, children, the elderly, and people with disabilities, who will receive support to ensure their
safety and resilience during and after crises.

3. IMPLEMENTATION ARRANGEMENTS

A. Institutional and Implementation Arrangements

19. The project is led by the Ministry of Finance (MoF), which coordinates across relevant MDAs and chairs
the Project Steering Committee (PSC), which will provide strategic oversight of the project. The PSC includes
representatives of key stakeholders: the MoF, Economic and Planning Department (EP&D), Ministry of Local
Government, Unity and Culture (MolLG); Ministry of Agriculture (MoA); Ministry of Gender, Community
Development and Social Welfare (MoG); Ministry of Water and Sanitation (MoWS); Ministry of Health (MoH);
and the Department of Disaster Management Affairs (DoDMA), Ministry of Education (MoE) and Department of
Climate Change and Meteorological Services (DCCMS). The PSC will provide a platform for developing a more
systematic approach to Government-led emergency response, clarifying roles and responsibility in alignment
with national policies on disaster management and climate resilience and enhancing coordination.

20. The National Local Government Finance Committee (NLGFC) is the designated CERP Project
Implementation Unit (PIU)*8. Its experience and performance with World Bank financing are well established,
and with its existing capacity (established under the SSRLP), can implement CERP activities, including
procurement, financial management, monitoring, reporting and evaluation, and ensuring environmental and
social compliance. Further, a project technical committee (PTC) is established with representatives of key MDAs
to provide additional technical and procurement capacity to the CERP PIU. The PTC provides the mechanism to
channel additional support to the CERP PIU, based on the nature of the crisis and planned response, as needed,
through personnel who may be delegated from identified sector MDAs, or drawn from relevant PIUs, such as
agriculture (Food System Resilience (FSRP)), health (Malawi Emergency Project to Protect Essential Health
Services (EEHS) and Malawi Health Emergency Preparedness, Response and Resilience Project Using the
Multiphase Programmatic Approach (MHEPRR)), social protection (SSRLP/RCRP2); and water/DRM (Malawi
Watershed Services Improvement Project, MWASIP/ Malawi Resilience and Disaster Risk Management Project,
MRDRM) and DoDMA. It is also expected that ongoing projects such as the SSRLP and RCRP2 can provide
technical assistance and support capacity building to shore up the needs of the NLGFC for implementing the
CERP. The NLGFC serves as the secretariat for both the PSC, chaired by MoF and the PTC chaired by the CERP

18 The NLGFC currently manages the Social Support for Resilient Livelihoods Project (SSRLP) (P169198); and Governance to Enable Service
Delivery Project (GESD) (P164961)/ Regional Climate Resilience Program for Eastern and Southern Africa 2 (RCRP-2) (P181308)
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PIU Project Coordinator (PC), facilitating coordination and communication between relevant stakeholders. See
Figure 2.

Figure 2. Implementation Arrangements
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21. The CERP will be a six-year engagement and may include multiple activations for different crises®.

Activation of CERP for an eligible crisis will be initiated through a formal request from the GoM, sent to the World
Bank's Country Director. The Activation Request (AR) package will provide a list of host operations from which
financing will be repurposed to finance the CERP with the corresponding amount to be repurposed from each
host operation, a crisis response plan, evidence of the eligible emergency or crisis and payment instructions as
per the Disbursement and Financial Information Letter (DFIL). The AR may be based on a rapid impact and needs
assessment and will outline urgent response priorities to be addressed through the CERP. It will list emergency
activities to be financed, the budget for the activation, and specific implementation modalities and procurement
details. Following the submission of the AR, the World Bank will review the request according to its internal
procedures. Upon approval, a notification of confirmation will be sent to the GoM. Once activated, activities
supported under each CERP activation must be completed within a 12-month period. The financing repurposed
for CERP will be operationally delinked from the host project, meaning all operational responsibilities will lie with
the CERP, although it will remain linked to the original host project financially and legally.

22. The GoM is required to adopt the CERP Manual, detailing the operational aspects of emergency
response, associated procurement, environmental and social processes, and ensuring accountability for financial
resources. Developed by the CERP PIU and adopted by GoM through its PSC, the manual includes a template for
AR letter and outlines CERP implementation modalities. It also includes the positive list of expenditures
allowable under the CERP and addresses key issues such as procurement (also detailed in the Project
Procurement Strategy for Development, PPSD), financial management and auditing, Environmental and Social
compliance among others. Given the CERP’s focus on providing rapid financing for immediate crisis response,
the positive list of expenditures is designed to minimize environmental and social risks. The CERP Manual will be
updated regularly — at least annually in the absence of a crisis or activation, and more frequently during a crisis

1%Subsequent CERPs will be prepared upon the government’s request, building on the lessons learned and experiences from the initial
CERP.
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or activation - to reflect the current strategic dialogue between the GoM and the World Bank regarding use of
contingent financing for emergency response needs and lessons from implementation experience.

B. Results Monitoring and Evaluation Arrangements

23. The CERP PIU will be responsible for monitoring and reporting on results, with support from relevant
stakeholders. If a CERP is activated, the Results Framework (Annex 1) will guide progress monitoring?’, and the
PIU will regularly update indicator values based on stakeholder inputs and submit reports to the World Bank. To
ensure accurate reflection of the project's progress, the CERP PIU will collect and analyze data from stakeholders,
periodically updating the Results Framework to capture on-the-ground realities and the specificities of the
respective crisis. In the event of a CERP activation, additional response-specific indicators may be incorporated.
The recipient will submit regular CERP reports to the World Bank, assessing progress, integrating Monitoring and
Evaluation (M&E) results and proposing adjustments to ensure effective implementation. These reports will be
provided annually when no crisis is present, and at least semi-annually during an active crisis. Six months after
the CERP activation ends, a completion report will be prepared by the CERP PIU, evaluating the performance of
CERP implementation and outlining a plan to sustain the CERP's achievements. If the CERP is activated at least
once during its six-year implementation period, an Implementation Completion and Results Report (ICR) will be
prepared.

4. PROJECT APPRAISAL SUMMARY: APPRAISAL OF EMERGENCY RESPONSE READINESS

A. Emergency response action plans and readiness

24. Malawi has developed several event specific response plans (contingency plans) to enhance its
disaster preparedness. These plans, informed by annual weather forecasts, outline national and district-level
needs for effective response and recovery, supported by tools such as hazard and flood risk maps. Specific
sectoral response plans, like those for Food Security and Agriculture, address crisis preparedness and food
assistance. Additionally, the government has developed a Flood Response Plan and a COVID-19 Preparedness
Plan. A recent technical review conducted by the World Bank has identified opportunities to strengthen the
planning framework and recommends the development of a National Emergency Action Plan?!. Several recently
developed analytics to identify disaster risks (e.g. Multi Hazard Risk Assessment) provide the country with
information on which to build decision support for crisis response.

B. Fiduciary Framework Readiness for Emergency Response

25. Procurement falls under Paragraph 12 of Investment Project Financing IPF Policy, Projects in Situations
of Urgent Need of Assistance or Capacity Constraint, once the CERP is activated and will follow fast-track
procurement procedures. The procurement for activities financed under the CERP will be carried out in
accordance with ‘The World Bank’s Procurement Regulations for IPF Borrowers’ (Procurement Regulations), fifth
edition’, (dated September 2023); and World Bank ‘Guidelines on Preventing and Combating Fraud and
Corruption in Projects Financed by IBRD Loans and IDA Credits and Grants’, dated October 15, 2006, and revised
in January 2011, and as of July 1, 2016 (Anti-Corruption Guidelines); and other provisions stipulated in the CERP
Manual. The Project will use the Systematic Tracking of Exchanges in Procurement (STEP) to plan, record, and
track procurement transactions. Procurement procedures will be reflected in the procurement section of the
CERP Manual. The CERP Manual was reviewed during appraisal, and it was deemed acceptable to the Bank.

20 The results framework will be updated, as required, during each CERP activation.
21 Also noted in the DRM Act 2023
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26. Procurement activities and selection methods under CERP have been agreed upon with the World
Bank and are included in the CERP PPSD and the Procurement Plan. The PPSD, developed using a simplified
template, is tailored to meet the objective and needs of the project. It covers the positive list of eligible
expenditures. The proposed procurement approach prioritizes fast track emergency procurement for the
required emergency goods and services. Streamlined procurement arrangements and procedures justified in the
PPSD will be used to facilitate rapid implementation as detailed in the CERP manual.

27. Financial Management (FM) arrangements will align with World Bank fiduciary requirements,
ensuring efficient and transparent management of funds. The CERP PIU will oversee FM, including compliance
with financial covenants, funds management, financial reporting, and audit processes??. CERP financing is
channeled through a designated account, reimbursement, or direct payment and MoF will provide the World
Bank with a list of authorized signatories for fund withdrawal after the CERP is approved by the Country Director.
Disbursements will be done through approval of a withdrawal application that is based on the World Bank
approved CERP Activation Request from the GoM. Disbursements will follow the World Bank’s approval (and
notification thereof) of the request from the Government for the activation of the CERP.

C. E&S Framework Readiness for Emergency Response

28. Commitment to environmental and social (E&S) responsibility is integral to the CERP's activation and
the CERP PIU is required to meet the relevant E&S obligations as set out in the Environmental and Social
Commitment Plan (ESCP). The CERP Manual provides guidance to ensure that all activities financed under the
CERP are in compliance with the World Bank's Environmental and Social Framework (ESF). The E&S risks and
impacts of the positive list, detailed within the CERP Manual, are covered by Project Environmental and Social
Management Plan (ESMP), which establishes appropriate management measures, enhancing the project's
readiness for an effective emergency response. Funds allocated to the CERP after its activation will finance a
select list of essential emergency expenditures detailed in the CERP Manual. These expenditures are quick-
disbursing and are within existing footprint. Any changes to the Project’s ESCP, necessitated by the CERP
Activation or during its implementation, will need to be agreed with the Bank. These changes require a
consensus between the designated CERP PIU and the World Bank, formalized through an exchange of letters as
specified in the ESCP, and must be disclosed. The E&S documents have been disclosed on October 15, 20242

29. The operation is informed by gender analysis as natural disasters affect women and men, boys and
girls differently. Malawi has a gender inequality index of 0.579 and ranks 148 out of 193 countries in 2022. Post-
disaster recovery usually poses challenges on women and girls but also provide women with economic
empowerment opportunities. In order to ensure gender informed response mechanisms, the M&E framework
will include the following intermediate indicators: (a) beneficiaries receiving livelihood support packages of
which are female, and (b) beneficiaries of emergency food assistance, of which are women, if the CERP activation
includes activities relevant to these indicators.

30. Citizen-led groups can play a pivotal role in resource mobilization and distribution, assisting in the
distribution of emergency supplies like clean water, food, and medical aid, and coordinating with local
emergency services for an efficient response. When possible, the CERP financed response activities could

22 Expenditures to be audited by an independent/external auditor firm.

23 http://demo.gov.mw/nlgfc/index.php/plushub/file/153-cerp-environmental-and-social-management-plan;
http://demo.gov.mw/nlgfc/index.php/plushub/file/151-contingency-emergency-response-project-cerp-environmental-
and-social-commitment-plan-escp-final-version; https://www.worldbank.org/en/country/malawi/brief/malawi-
contingent-emergency-response-project-cerp
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encourage the use of citizen involvement including the use of community volunteers and student?* volunteer
engagement to support response and recovery. The contribution of citizens (for instance, using social media
information) can be instrumental in getting a clearer and more reliable picture of the situation on the ground.
Integrating such citizen engagement into crises response aids in developing a more resilient community that
better equipped to manage the challenges of emerging crises.

D. Alignment with the Paris Agreement on Climate Change

31. The project aligns with the country’s climate commitments and development priorities as outlined in
the National Adaptation Programme of Action (NAPA)? and its updated Nationally Determined Contribution
(NDC)?. The project contributes to the country's climate adaptation and mitigation goals by ensuring the
provision of essential services and support during crises, which enhances community resilience and reduces
vulnerability to climate impacts. The project specifically supports pillar three (3) and objective four (4) of
Malawi’s Updated NDC (2021) to improve the resilience of the most vulnerable by supporting health services,
food security, and economic stability, which are critical for building adaptive capacity and mitigating climate risks.

32. The operation is aligned with the goals of the Paris Agreement, on both adaptation and mitigation as
described below:

Adaptation. The project will finance activities which maintain resilience and adaptive capacity of
vulnerable communities in response to crisis, including those resulting from climate-related hazards (to which
Malawi is highly vulnerable). These include social protection (cash transfers), food security measures (acquisition
of food staples), the provision of emergency response materials and goods, and technical assistance to enhance
capacity for crisis response. These measures are critical to enabling communities to recover more swiftly whilst
building resilience against future climate-induced disasters. The project also provides financial support to the
GoM to cover additional costs in critical sectors facilitating the uninterrupted provision of essential public
services during and after climate related disasters and emergencies.

Mitigation. Project activities to be financed under this operation are universally aligned. Malawi’s
Greenhouse Gas (GHG) emissions are considered negligible, with a total GHG emissions of 20.31 million tons of
CO; equivalent (as of 2021) representing just 0.04% of global emissions. The Project is expected to have low
impact on GHG emissions. The positive list of eligible expenditures which include economic services for human
health, social protection, cash transfers are universally aligned. Further, the project activities are unlikely to
introduce or reinforce persistent barriers to a low-carbon transition.

E. Key Actions to Strengthen Operational Readiness to Respond

33. On an annual basis and as part of the CERP supervision mission, the World Bank and MoF will review
the portfolio and undisbursed and uncommitted balances of each host operation, alongside forthcoming
Loan/Project closing dates. Discussions will focus on i) determination of the percentage of undisbursed and
uncommitted balance to be utilized upon CERP activation; ii) which host project(s) may be expected to provide
the funding for a CERP activation; and iii) together with the CERP PIU, will review the CERP Manual and as needed
undertake any amendments.

24 E.g. leveraging pre-existing relationships with universities.

25 GoM (2006). Malawi’s National Adaptation Programs of Action (NAPA) Under the United Nations Framework Convention
on Climate Change (UNFCCC).

26 GoM (2021). Updated nationally Determined Contributions.
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34. To streamline the market approach and improve procurement efficiency during emergency response
the CERP PIU will conduct periodic supply market assessments as a base source of information for procurement
of items that can be required in case of such emergency (per the positive list). A good understanding of the
reality of the prevailing market conditions in Malawi, its competitiveness, and the country’s logistical
infrastructure is essential for determining an appropriate delivery strategy in a crisis.

35. The World Bank will support the GoM as part of its supervision of the CERP to carry out advanced
procurement procedures according to those established in the CERP Manual and World Bank Procurement
Guidelines under Framework Agreements (FAs). This reduces the timelines required in an emergency to arrange
procurement of emergency goods and services. This long-term agreement with suppliers, contractors and
providers of non-consulting services sets out terms and conditions under which specific procurements (call-offs)
can be made throughout its term. FAs are generally based on prices that are either pre-agreed or determined at
the call-off stage through competition or a process allowing their revision without further competition. Prior
arrangements allow the offering and signing of contracts, whose execution is only triggered when crisis occurs.

5. GRIEVANCE REDRESS SERVICES

36. Grievance Redress. Communities and individuals who believe that they are adversely affected by a
project supported by the World Bank may submit complaints to existing project-level grievance mechanisms or
the Bank’s Grievance Redress Service (GRS). The GRS ensures that complaints received are promptly reviewed in
order to address project-related concerns. Project affected communities and individuals may submit their
complaint to the Bank’s independent Accountability Mechanism (AM). The AM houses the Inspection Panel,
which determines whether harm occurred, or could occur, as a result of Bank non-compliance with its policies
and procedures, and the Dispute Resolution Service, which provides communities and borrowers with the
opportunity to address complaints through dispute resolution. Complaints may be submitted to the AM at any
time after concerns have been brought directly to the attention of Bank Management and after Management
has been given an opportunity to respond. For information on how to submit complaints to the Bank’s Grievance
Redress Service (GRS), visit http://www.worldbank.org/GRS. For information on how to submit complaints to
the Bank’s Accountability Mechanism, visit https://accountability.worldbank.org.

6. KEY RISKS

37. The overall risk to the project is rated Substantial. This is a first application of the RRO through a CERP
in Malawi and will require considerable implementation capacity and coordination for rapid response post-
emergency. Technical Assistance will be provided in key areas to help anticipate and solve common issues and
remove key constraints and use emergency procedures, such as direct contracting, expedited contract approvals,
and use of specialized UN agencies for strengthening fiduciary functions, when needed. The Substantial risks are
discussed below:

. Political and governance risk is considered Substantial due to existing corruption risks which can be
amplified during periods of crisis. Additionally, high inflation and the impacts of external shocks could
further exacerbate these risks. To mitigate these risks, strict financial management controls will be
implemented, alongside transparent procurement processes and accountability mechanisms such as
regular audits and reporting.

. The macroeconomic risk is High given the continued uncertainty in the global economic environment,
the continued shortages in foreign exchange despite the recent resumption of the IMF program and
the continued fiscal and external adjustments that are required to stabilize the economy. The continued
progress in meeting Extended Credit Facility (ECF) targets, moving forward on the DPO series (including
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meeting macroeconomic adequacy requirements), and implementation of the Sustainable Development
Finance Policy (SDFP) performance and policy actions as part of a broader reform package will contribute
to mitigating these risks. Macroeconomic risks put additional pressure on the CERP financing in the case
of a crisis as the need to balance development priorities and crisis response is considered.

Institutional capacity for Implementation and Sustainability risks are Substantial. The emergency
response's complexity and the involvement of multiple institutional stakeholders, along with uncertainty
regarding geographical coverage, represent considerable risks. The project will mitigate these risks by
delegating technical functions to agencies with technical experience and leadership in those specific
areas, as well as by establishing effective cross-sectoral coordination mechanisms across institutions.
Capacity risks will be mitigated by using a PIU that has experience and enhancing its capacity through
ongoing projects (such as the RCRP2) and by deploying personnel to support CERP implementation.

Fiduciary risk is substantial. The financial management (FM) risk for the NLGFC is Substantial. While the
NLGFC has shown progress in meeting reporting requirements for both Interim Financial Reports (IFRs)
and audited financial statements under the SSLRP. However, some concerns remain associated with the
need for more regular internal audits, timeliness of IFR and audit submissions, proper reconciliation of
cash transfer funds. To mitigate these risks, the NLGFC will need to strengthen its internal audit
processes, address delays in financial reporting, and apply systematic reconciliation processes for cash
transfer funds. These strategies will be complemented with technical assistance through ongoing
projects over the duration of the CERP to ensure the issues that arise through implementation may be
addressed.

In terms of procurement, the overall Project Procurement Risk is High but reduced to a residual risk
rating of Substantial in view of the risk mitigation measures. The NLGFC the CERP PIU has prior
experience in implementing World Bank funded projects including the ongoing SSRLP, GESD Project, and
a Component under the RCRP. Remaining risks to procurement will be mitigated by hiring procurement
specialists in the PIU and training them on Bank procedures, including mitigation of fraud and
corruption, as well as ensuring increased follow-ups and monitoring of procurement approval processes.
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Annex 1:
Results Framework and Monitoring
Baseline | Closing Period
PDO: To respond promptly and effectively to an eligible crisis or emergency in Malawi

PDO Indicators
P1: Time from request for CERP activation to first disbursement [days]

_ | 3
P2: Number of people directly benefitting from the CERP activation [number]

| 2,250,000 (500,000 households)?’

> of which female

Intermediate Indicators

11: Implementation period of the CERP-supported emergency response activities [months]
- | 12
12: Beneficiaries receiving livelihood support packages [Number]

| 1,125,000 (250,000 households)?’

» of which female

| 51%%

13: Emergency, hygiene and/or essential services supply kits distributed [Number]
- | To be confirmed at activation
14: Beneficiaries of emergency food assistance [Number]

| 1,125,000 (250,000 households)?’

» of which female

| 51%%

I5: Emergency response executed according CERP Manual (Yes/No)

| 51%%

27 This is an estimated target as the beneficiary target numbers will be crisis and CERP funding (based on availability) dependent. The target population provided is
on assumption that CERP is activated at the end of October 2024 with current eligible projects. The estimated value is then weighted against current cash transfer
figure of USS7-8/person month. The available funds under CERP varies based on several factors thus at activation an actual target population will need to be included
as part of the activation request. This is noted in the CERP Manual where the Results Framework will be kept updated throughout the CERP Implementation period.
28 % of target females from population is based on current national population census. At activation of the CERP the actual % will need to be included in the activation
request. This is noted in the CERP Manual.
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