
Public Financial Management in 
the Health Sector in Malawi:  
Opportunities to Strengthen Service Delivery at the Local Level

Key Messages:

To protect hard-won health gains 
and move towards universal health 
coverage in Malawi, government 
spending needs to be more efficient. 
This is important given the fiscal 
pressure created by the COVID-19 
pandemic and the limited space to 
mobilize additional funding for health. 

Some gaps undermining the 
management of  public funds and 
service delivery at the local level in the 
health sector could be addressed by 
improving budgetary allocations and 
execution; providing more autonomy 
and flexibility to service providers; and 
enhancing payment arrangements.

Improving the management of  public 
funds offers a practical solution to 
help make progress towards better 
efficiency, as well as other service 
delivery goals such as accountability, 
equity, and quality of  health service 
provision.
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Health outcomes in  
Malawi have improved 
significantly, largely due 

to improvements in access and 
quality. Despite adverse macro-
fiscal conditions, fiduciary 
concerns, and donors shifting 
funding toward off-budget 
financing modalities, there has 
been a huge improvement in 
service delivery over the past  
two decades. At 63 deaths per 
1,000 live births, under five 
mortality has declined at a more 
rapid rate than the sub-Saharan  
African average of  69 and the 
low-income country average  
of  76. Though still high, there  
has also been some progress  
in reducing maternal mortality 
– made possible by a huge 
increase in institutional deliveries 
and deliveries assisted by skilled 
health providers.

Protecting these hard-won  
gains is important, particularly 
given the significant fiscal 
pressure created by the 
COVID-19 outbreak. COVID-19  
is affecting domestic growth 
potential as well as government 
revenue streams, and is also 
limiting the scope to draw on 
further external funding for health. 
Much work remains to be done  
in this challenging environment  
to react to changing needs  
and to maintain progress toward 
universal health coverage –  
a key policy objective in the 
Government of  Malawi’s National 
Health Policy[1].

Improving the way government 
funds are spent in Malawi  
is paramount. Evidence shows 
that the quality of  public financial 

management (PFM) significantly 
affects service provision and 
health outcomes[2]. A comparative 
empirical analysis of  PFM and 
health outcomes found that a one 
unit increase in PFM – measured 
using public expenditure and 
financial accountability 
assessment scores – is 
associated with a reduction  
in child mortality of  about 14 
deaths per 1,000 live births[3]. 
This is driven by the fact that 
improving the management  
in public funds has a positive 
impact on efficiency and 
contributes towards reaching 
other service delivery goals,  
like accountability of  service 
provision, equity, and quality.

To assess the extent to which 
the PFM system in Malawi 
supports health service delivery, 
a study was undertaken in six 
districts focusing on health 
centers and hospitals. A total  
of  95 interviews were undertaken 
with officials from all six district 
councils and district health 
offices; 10 hospitals; and seven 
health centers. Of  the 10 
hospitals included in the 
assessment, seven were 
managed by the government  
and the other three by the 
Christian Health Association  
of  Malawi (CHAM). For the  
health centers, five were 
managed by the government  
and two by CHAM.

The main reasons for including 
government and CHAM health 
centers and hospitals in the study 
is: (i) because of  the large share 
of  health facilities in the country 
that are managed by the two 

entities; (ii) becasue of  the 
existence of  a memorandum  
of  understanding between the 
two parties and service level 
agreements at district level; and 
(iii) to facilitate learning across 
different types of  health facilities 
and managing authorities.

Between them, the government 
and CHAM operate about 63 
percent of  the total number  
of  hospitals and health centers 
in the country, and it is at these 
facilities where the large 
proportion of  poor Malawians 
access health care. While medical 
user fees are charged at CHAM 
health facilities, officials at District 
Health Offices are able to sign 
agreements with CHAM to enable 
them to provide free health 
services in communities where 
the government has no health 
presence and only a CHAM 
health facility exists. 

This policy brief  draws on this 
study identifying PFM gaps  
and constraints at the local level,  
as well as critical areas for  
action[4]. These findings and 
recommendations are expected  
to support decision makers and 
practitioners with ongoing public 
financial management reforms.

The study followed the various 
stages of  the budget cycle  
to understand how funds flow 
through the health system and  
how they ultimately support,  
or hinder, service deliver goals. 
Figure 1 provides an overview  
of  the conceptual framework.
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Does the enabling 
environment at district 
level support service 
delivery?

District councils have limited 
authority and oversight over 
district spending. While they are 
mandated to deliver services at the 
local level, their ability to do so is 
constrained by the fact that they 
only manage a small share of  
spending. Decisions on key health 
inputs such as salaries and wages, 
infrastructure, and drugs and 
medical supplies are all made  
at the central level. Moreover, as 
information systems are not well 
integrated, District Health 
Management Teams (DHMTs) have 
limited oversight over how funds 
are allocated and used, which 
undermines their leadership 
position. Service delivery spending 
is complementary, so this limited 
oversight and information makes  
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it difficult to allocate resources 
efficiently. In this sense, it is 
challenging to hold districts to 
account for service delivery 
performance when they only have 
control over non-wage recurrent 
spending such as electricity, water, 
and other operational costs.

That said, districts do generally 
receive the resources they are 
entitled to as outlined in the 
national budget. This has provided 
confidence at the district level that 
planned activities, over which they 
have control, can be implemented. 
In addition, sector-specific 
allocations within districts also 
tend to be reliable, with health 
receiving about 22 percent of  the 
recurrent budget at district level. 
While there is some evidence  
of  delayed transfers and inter-
sectoral borrowing of  earmarked 
funds, these factors do not appear 
to create major bottlenecks for 
service delivery. 

How do service providers 
interact with the various 
stages of the budget 
cycle? 

PFM processes across the  
budget cycle affect the way 
service providers are managed, 
but processes that apply to 
government-run facilities are 
considerably more restrictive  
than those that apply to CHAM 
facilities. As highlighted in Table 1, 
this is the case throughout the 
budget cycle, but is most visible  
in certain aspects of  budget 
formulation and execution.  
Overall, the PFM environment is 
much worse at health centers as 
compared to hospitals, but CHAM 
facilities still perform better than 
government facilities. These findings 
suggest that there are important 
lessons that can be drawn from the 
way CHAM facilities are financed 
and how they operate.

Source: Authors, based on Piatti-Fünfkirchen and Schneider (2018) and 
Cashin et al. (2017)[5]. 

Figure 1: 

Conceptual Framework: Linking PFM, Provider Management 
and Service Delivery Goals 
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Health Centers

Budget 
Phase

Service Delivery Measures

E1 E2 Q A

Formulation
Government D D D+ D+

CHAM D D C D+

Execution
Government D+ D D D+

CHAM D+ C C D+

Evaluation
Government D D D D+

CHAM C C D C

Hospitals

Budget 
Phase

Service Delivery Measures

E1 E2 Q A

Formulation
Government D+ D C D

CHAM B+ C B B

Execution
Government C+ D D+ C+

CHAM B B A A

Evaluation
Government D D D C

CHAM A A A A

Table 1: 

Budget Formulation, Execution and Evaluation by Facility Type and Ownership

Source: Authors’ construction. 

E1 = Efficiency  |  E2 = Equity  |  Q = Quality  |  A = Accountability

budget. There is also inadequate 
communication of  budget decisions 
to managers at health facilities, 
which further impacts on the way 
they run their operations. 
Fragmentation of  planning and 
budgeting across financing sources 

is not yet a key concern,  
but may become increasingly 
important if  the government is  
able to leverage greater external 
resources for supporting service 
providers in the delivery of  an 
essential benefit package.

Equity considerations are included 
as part of the budget formulation 
process, but are not effective.  
The budget should be set following 
a formula that includes equity 
considerations – taking account  
of  district populations and adjusting 
for need. In reality, however, 
allocations are driven by what was 
provided to each district in previous 
years and responsive only to the 
most urgent needs. As a result of  
urbanization and shifts in disease 
burden, the budget has become 
increasingly inequitable. 
Furthermore, equity is not 
considered at all for resources 
provided to government-run health 
centers and hospitals because 
budgets are set at the district level. 
While the allocation to CHAM 
providers is direct and includes  
a provision for service utilization,  
the fact that they charge user fees 
for services not covered under  
their service level agreement 
exacerbates the equity concerns  
of  patients, particularly poor 
households who have no alternative 
public health facility nearby. 

Resources provided to health 
centers and hospitals are 
insufficient and do not link  
to anticipated service volume  
and need, which impacts on  
the quality of services. Available 
funds have also been eroded  
by inflation. To overcome this, 
facilities are considering 

Budget formulation

Planning and budgeting 
processes do not adequately 
support prioritization of activities. 
One key gap is that government-run 
health centers and hospitals lack 
autonomy or recognition in the 
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reintroducing user fees, which 
will likely aggravate equity 
concerns. Other options to 
increase resources, through  
the government budget and  
more efficient management  
of  government funds, should 
therefore be pursued. Quality 
concerns are also exacerbated 
by the inability of  service 
providers to balance inputs  
such as human resources,  
drugs and medical supplies,  
or other operational expenses. 
While district implementation  
plans should facilitate 
prioritization, this process is 
largely considered ineffective. 
CHAM-run health care facilities 
are considered to be better 
resourced because their services 
are purchased on a fee-for-service 
arrangement. They are also in a 
better position to balance inputs 
due to their elevated levels of  
autonomy in relation to the budget 
formulation process.     

Budget formulation does not 
support accountability in service 
delivery. The fact that DHMTs  
are responsible for financial 
management, while service 
providers at health centers and 
hospitals are accountable  
for the delivery of  services, creates 
an accountability gap. In the case  
of  CHAM providers, these functions 
are aligned. Service level 
agreements between the 
government and CHAM take into 
consideration utilization patterns 
and therefore have a closer link to 
accountability. Moreover, CHAM 
hospitals have at least one board 
member with an accounting 
background who provides guidance 
on budget preparation and 

expenditure management issues, 
and is expected to align services 
with spending. 

Budget execution 

Guidelines governing the way 
DHMTs can spend emphasize 
execution over flexibility, which 
creates significant constraints. 
DHMTs are the lowest spending 
unit in the health system in Malawi 
and oversee the execution of  the 
budget in their respective 
districts, including for health 
centers and hospitals. Standard 
PFM protocols, issued by the 
central government, state that  
the budget must be implemented 
as planned. However, protocols  
at the district level require input-
based controls of  the line-item 
budget, which means that there  
is limited scope to adjust to 
changing needs. A supplementary 
budget has to be put together 
should districts want to shift funds 
across budget lines. 

These rigidities have led to 
districts avoiding the 
government’s financial 
management information system 
and accounting manually  
to bypasses internal controls.  
This undermines good budget 
management practices and  
violates the Public Finance 
Management Act No. 7 of  2003. 
This also raises accountability 
concerns and could be overcome 
by providing more flexibility on 
budget execution at the district 
level. This is already the case  
for CHAM facilities, who receive  
a global budget and have 
considerably more freedom with 

regards to how they can spend 
money. 

Proximity to DHMTs has a bearing 
on communication and 
procurement of supplies. While 
government-run facilities do not 
have autonomy to procure inputs, 
funding releases from treasury are 
usually communicated better when 
health facilities are closer  
to their respective DHMT. In these 
cases, health centers or hospitals 
receive alerts that funding has 
arrived and can request supplies 
based on their needs. On the other 
hand, where health facilities are 
located far away from the DHMT, 
communication is considerably 
worse resulting in fewer supplies 
being requested. These facilities 
also tend to receive supplies that 
do not reflect priority needs. 

The late release of budgets  
leads to commitments being  
made without adequate budget  
to cover them. This contributes  
to the accumulation of  arrears and 
undermines the existing fragile 
systems that are in place. Once 
budgets are available, however, 
payments are generally processed 
swiftly. In terms of  their day-to-day 
operations, service providers also 
lack adequate information 
regarding the delivery schedules 
and quantities of  essential supplies. 
These depend on when budget at 
the DHMT-level is available, how the 
DHMT decides to spend it, and 
which providers will benefit. 
Moreover, medical staff  are 
inadequately consulted during 
procurement of  drugs and medical 
supplies, as this happens at the 
district level, leading to inflated 
prices and poor-quality supplies. 
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Policy Recommendations
PFM processes have a substantial impact on service delivery outcomes because they affect how districts 
and health care facilities are able to operate. Malawi’s central and district-level government should consider 
the following policy recommendations to improve the management of  public funds in the health sector. 
These are organized into five key categories, namely: (1) strengthening the role of  districts; (2) enhancing 
autonomy at health facility level; (3) making spending more flexible; (4) unifying the payment system; and  
(5) making strategic budget allocations.

1. Strengthen the role of districts

 Give district administrations 
control over a greater share  
of resources. While this is  
part of  the longer-term 
decentralization agenda, progress 
can be made in the meantime  
by sharing information, and 
improving integration of  available 
information systems so that 

administrators have a full picture 
of  available financing flows.

Carefully monitor the release  
of fiscal transfers. Transfers to 
districts have generally made 
resources available as budgeted. 
This is a cornerstone of  service 
provision at the local government 

level. However, given recent 
macro-fiscal developments 
precipitated by the COVID-19 
pandemic, there is a risk of  
slippage and financing delays.  
It is important that the release  
of  funds for district transfers is 
closely monitored to address any 
potential shortcomings early on.

Budget evaluation 

The PFM system makes it difficult 
to associate spending with 
service delivery outputs. This is 
driven by the fact that the budget 
structure does not accommodate 
hospitals or lower-level providers. 
Specifically, the financial 
management information system 
does not recognize these facilities 
as budget holders or spending 
entities. Therefore, it is not 
possible to generate facility-
specific spending reports, which 
has an impact on accountability. 
Since it is difficult to establish a 
linkage between financing inputs 
and performance, evaluating the 
effectiveness of  spending by 
service providers is challenging.

Communities served by 
government-run health facilities 
have no mechanisms to hold 

health facility managers 
accountable. At the district 
council level, relevant committees 
can provide oversight on budgets. 
However, such oversight 
mechanisms are not available  
for more remote health centers 
and hospitals (e.g. those located 
a long distance from DHTMs). 
CHAM providers have better 
accountability mechanisms  
in place, in part because of  
community representation on 
CHAM hospital boards. 

Evaluation of spending does 
not cover effectiveness of 
infrastructure investments. 
Infrastructure investments will 
only lead to improved service 
delivery if  they come with 
adequate operational budget and 
human resources. The evaluation 
capacity for public investments 

could be strengthened to provide 
better value for money.     

Budget evaluation processes 
are insufficiently linked to 
performance. This is because 
findings from budget evaluation 
processes do not adequately 
inform budget provisions in  
the subsequent budget cycle. 
Instead, allocations tend to  
be based on an historical input 
basis, rather than on the 
performance of  providers or  
the actual provision of  services.  
This undermines quality, raises 
equity concerns, and does not 
incentivize providers to operate 
efficiently. While purchasing for 
government providers may not  
be feasible in the short term, 
orienting budget provisions to 
mimic purchasing principles  
may be a reform worth pursuing.
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Strengthen the oversight capacity 
of community local governance 
structures. This could be seen  
as a natural extension of  the 
facility boards under the approved  
central facility autonomy reforms, 
considering that the decentralization 
policy and act already provide  
for ownership of  community 
development structures. There are 
lessons from the education sector 
that could be drawn on as part of  
this move. 

2.  Enhance autonomy at
health facility level

 Clarify the functions of health 
care facilities vis-a-vis district 
management. The roles and 
responsibilities of  facilities and 
DHMTs should be articulated,  
and budgets should be aligned 
accordingly. For example, it may 
be desirable for DHMTs to 
administer a global budget, but  
to also have a mandate and 
dedicated budget for their own 
supervision, quality control, and 
outreach services.   

Recognize facilities as spending 
units. Facilities should be able to 
receive and spend funds. With a 
global budget allocation, facilities 
should be able to cover the cost  
of  staff  and other operational 
expenditures. A shadow budget 
can continue to be used to 
purchase drugs from the central 
medical store. This will address 
various accountability and 
efficiency concerns. 

Support equity and quality 
considerations during the budget 
formulation process. A global 

budget envelope to health centers 
and hospitals should be 
determined with an explicit 
consideration for equity and quality.

3. Make spending
more flexible

Enhance flexibility of spending for 
providers at all levels of the district 
health system. Government 
financial management processes 
require ex-ante commitment 
control, with all spending routed 
through the financial management 
information system checked for 
appropriations and available 
budget. It may not be appropriate 
to apply the same degree of  control 
to smaller service providers as 
exists for the rest of  government. 
Health needs change frequently 
and what is determined during the 
annual budget preparation process, 
in terms of  specific staffing and 
activities, may not be a good fit for 
a service provider as the year 
progresses. As such, devolving 
spending authority to providers is  
a necessary first step, but should 
be accompanied by adequate rules 
and processes setting out how 
funds can be spent. Lessons can 
be learnt from CHAM facilities 
where accounting and reporting 
happens on an ex-post basis.  
This is sufficient for their needs  
and serves accountability 
purposes. To adopt this system, 
government health facilities will 
need to make investments towards 
accounting and reporting.   

4. Unify the payment system

Encourage donors to align  
with government systems. 
Increased donor support can 

fragment the provider payment 
system. The government should 
make provisions that enable  
funds to be pooled from multiple 
sources and purchase a package 
of  essential services from 
providers in a unified manner.    

Ensure that ongoing investments 
into the new financial manage-
ment information system caters for 
service delivery needs.  
This could include access to 
accounting and reporting modules 
used by providers. Should the 
government be able to deploy the 
system in such a way, a dedicated 
donor module may provide the 
necessary functionality for better 
alignment and a unified payment 
structure across government. 
Should this not be possible in  
the short term, development 
partners may wish to coordinate 
closely with the Ministry of  Health 
and Population to develop a 
separate system that would meet 
their requirements. Whatever is 
developed should ultimately be fully 
integrated with the new system.        

5. Make strategic budget
allocations

Reform the budget provision 
process by linking budget 
allocations explicitly to 
population, need, and the volume 
of services produced. While 
Malawi revised its equity-based 
formula for distributing financial 
resources from the center to the 
districts in 2019, this formula has 
not been fully applied. As such, 
distribution of  public funds to 
districts is based on historical 
precedence. Furthermore, within 
districts, there is lack of  clarity on 

POLICY BRIEF April 2021 07Public Financial Management in the Health Sector



This Policy Brief  was produced by the Malawi World Bank Health, Nutrition and Population team with financial 
support from the Global Financing Facility. The team was led by Moritz Piatti-Fünfkirchen and Collins Chansa  
with technical support from Dominic Nkhoma, Pakwanja Twea, Toni Lee Kuguru, and Carolina Kern.  

Image Credits
Cover © Richard Nyoni /  
Health Policy Plus

Used under Creative 
Commons attribution.

Disclaimer

© 2021 International Bank for Reconstruction and 

Development / The World Bank 1818 H Street NW  

Washington DC 20433 Telephone: 202-473-1000 Internet: 

www.worldbank.org This work is a product of  the staff  of   

The World Bank with external contributions. The findings, 

interpretations, and conclusions expressed in this work  

do not necessarily reflect the views of The World Bank,  

its Board of Executive Directors, or the governments  

they represent.

The World Bank does not guarantee the accuracy, 

completeness or currency of the data included in this  

work and does not assume responsibility for any errors, 

omissions, or discrepancies in the information, or liability with 

respect to the use of or failure to use the information, methods, 

processes or conclusions set forth. The boundaries, colors, 

denominations, and other information shown on any map in 

this work do not imply any judgment on the part of  The World 

Bank concerning the legal status of any territory or the 

endorsement or acceptance of such boundaries.

Nothing herein shall constitute, imply or be considered to be  

a limitation upon or waiver of  the privileges and immunities  

of The World Bank, all of  which are specifically reserved.

Rights and Permissions

The material in this work is subject to copyright.  

Because The World Bank encourages dissemination  

of  its knowledge, this work may be reproduced, in whole  

or in part, for noncommercial purposes as long as full 

attribution to this work is given. Any queries on rights and 

licenses, including subsidiary rights, should be addressed 

to World Bank Publications, The World Bank Group, 1818 H 

Street NW, Washington, DC 20433, USA; fax: 202-522-2625; 

e-mail: pubrights@worldbank.org.

References
1 Ministry of Health and Population [Malawi]. National Health Policy. Lilongwe: 2018.

2  Cashin C, Bloom D, Sparkes S, Barroy H, Kutzin J, O’Dougherty S. Aligning Public  
Financial Management and Health Financing: Sustaining Progress Toward Universal Health Coverage.  
World Health Organization. Geneva: 2017.  

3  Piatti-Fünfkirchen M, Smets L. Public Financial Management, Health Financing and Under-Five Mortality:  
A Comparative Empirical Analysis. IDB Working Paper Series No IDB-WP-976. Inter-American Development Bank/
World Bank. Washington: 2019. 

4  Piatti-Fünfkirchen M, Schneider P. From Stumbling Block to Enabler: The Role of  Public Financial Management  
in Health Service Delivery in Tanzania and Zambia. Health Systems & Reform, 2018;4(4). pp.336-345

the allocation of  resources from 
DHMTs to health facilities. 
Therefore, there is need to: (i) fully 
apply the 2019 district allocation 
formula, and (ii) develop and 
implement resource allocation 
frameworks to facilitate an equity-
based distribution of  resources to 
health facilities within the districts. 
Principles from results-based 
financing could be used to provide 
strategic budget allocations to 
providers. Similarly, service level 
agreements could also include 
these provisions when CHAM 
providers are contracted. 

Strengthen timely communication 
of budget releases. It is critical  
that funding sent from treasury  
to districts is communicated on 
time to all facilities, including 
remote ones, so that they can 
process requests for support  
in a timely manner and according 
to their needs.  

Build administrative capacity  
at the Area Development 
Committee level. This will provide 
effective administrative capacity  
to all sectors at the community 
level where programs and 

projects are implemented.  
It could involve creating senior 
administrative posts across 
management and accounting 
functions in each of  the Area 
Development Committees.  
In addition to strengthening 
community governance 
structures, this will increase  
the overal administrative 
efficiency of  service providers.
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