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Abstract

This thesis compares agricultural input subsidres social cash transfers as alternative policy
levers for addressing vulnerability to hunger inl&ha. Input subsidies stimulate yield growth
in agriculture, and can improve the food securftjood-deficit small farmers both directly and
indirectly. Social cash transfers directly supptite immediate consumption needs of
populations at risk of missing minimum food entitlents. The two policies interact both as
livelihood complements and as competitors for fispace. Research to date has provided little
comparative evidence on such interactions and #ftects. The thesis objective is to gain a
deeper understanding than hitherto available afethaolicy options, which in Malawi are
characterised by confusion concerning their rolesachieving a sustainable reduction in
vulnerability and deprivation.

In Malawi both policies were introduced in 2005/@@lowing five years of recurrent national
food crises. The input subsidy programme (ISP)nsit#gonal programme targeting over 50 per
cent of Malawi's 3.2 million farm families every e Social cash transfers, in contrast, are
pilot schemes in seven of the 28 districts, and tmncover the 10 per cent of households
identified as ultra poor and labour constraineck fésearch involved the use of secondary data
sources combined with a fieldwork in Mchinji distyiwhich was the first pilot site for social
cash transfers in 2006.

The research demonstrates the difficulty in Malafvconstructing a policy environment that
can enduringly reduce the proneness of the rugalilpton to hunger and deprivation. The ISP
appears to have more than doubled maize outpurdicgoto official figures but caution is
indicated regarding the true magnitude of outpuhgaealised. For social cash transfers,
evidence suggests positive food security and heeld impacts but important caveats are
identified. Overall, the thesis contributes to ¢mewing awareness that one strategy on its own
cannot be relied upon to achieve sustainable valhildy reduction; a portfolio of instruments
that address differing needs is advised, whilefalyeconsidering complementarities and trade-
offs between them.
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OPV - Open pollinated varieties of maize

ovC - Orphans and vulnerable children

PWP - Public Works Programme

RDP - Rural Development Programme

RHVP - Regional Hunger and Vulnerability Programme
SCTs - Social Cash Transfers

SFFRFM - Smallholder Farmer Fertiliser Revolvingné&wf Malawi
SPS - Starter Pack Input Scheme

TA/STA - Traditional Authority(Chief)/ Sub Traditi@l Authority (sub Chief)
TIP - Targeted Input Programme

vVDC - Village Development Committee



Alibe maziko
okwanira

Banja

Boma

Chaona mzako
chapita mmawa
chiona iwe

Gaga
Ganyu

Katungwe ndi
kukankhana

Khomo

Kusowa/kusauka
Kuvutika

Mayi wa mkono
umodzi

Mayi wamasiye
Mayi wayekha

Mfumu (mafumu in
plural)

Mose wa Lero

Mzungu

Ngwazi

Nkhasako

Nyumba
Ufa

Wamasiye

List of local names and terms used in this thesis

Literary ‘lack established foundations’, particlyarlivelihood
sources to support a household

Family or marriage but commonly refers twasehold

Government or district headquarters, believed tee hariginated
from British Overseas Military Administration (BOMAduring
colonial period

Proverb literally translated as ‘what has befalfenr friend today
Is gone, tomorrow it will befall you. So people dde always help
one another’.

Maize bran
Casual labour, mostly as a survival styateg

Proverb literary translated as ‘in a swing gamej yeed to take
turns in pushing each other so that both playerd, reot just the
same one, are satisfied in the end'.

Home or (door entrance), but typically refe household

Lacking or needing, referringdgerty
Suffering, referring to vulnerabilityolhunger)

Literary ‘woman/mother of one hand’ referring tevaman/mother
without a husband or known source of income or rofbens of
help

Literary ‘orphaned woman’, meandngidow
Literary, ‘a woman on her own’, referring to a wamaho has no
husband

Chief, commonly referring to TA, STA, GVH or villaghead

Literary ‘today’s Moses'. It refers to the biblickloses delivering
Israelites out of Pharaoh’s bondage in Egypt. lhnobes Dr
Mutharika delivering Malawians from the ‘bondagehohger’

A white person

Literary ‘conqueror’ or ‘saviour’. Title by whichofmer president
Dr Kamuzu Banda (now deceased) was bestowed foqtaring
colonialism’ and has since been adopted by Presidatharika

Rich and apparently lacking nothing

Local term for a ‘house’ but typically @aiefers to a household
Maize flour

Literary meaning ‘being left behind by a deceasd#tdhormally
refers to an orphanmiwana wa masiye orphaned child) and a
widow (mayi wamasiye as noted above) but rarely a widower
(bambo wa masiyeorphaned man’).



Chapter 1: Introduction

1.1 Introduction

This thesis addresses the problem of vulnerabiidyhunger in low income African
economies, through the medium of a case-study iaMa Specifically, the thesis is
concerned with alternative policies for reducinginewability to hunger. Some policies
approach the problem directly in the form of foadcash transfers to those groups in the
population considered most at risk of failing toenéheir minimum food and basic needs.
Others act indirectly by seeking to improve theome generating capabilities of vulnerable
people. Broadly, these alternatives divide betwamrsumption and production-led efforts to
improve people’s food security. However, such aimtision is only useful up to a point since
an array of policy options address different naadiifferent ways, and operate over different

timescales.

Malawi represents an appropriate case-study cotmieyxamine these policy alternatives. It is
well-known as one of the poorest countries in Afnath a per capita gross domestic product
(GDP) of US$326 per annum in 2009 (World Bank 2Q1@hd ranks as one of the least
developed countries in the world according to thean development index (HDI). Malawi’s
position in the HDI is ranked 160th out of 182 cwigs in 2009 (UNDP 2009, pp.171-74),
and this relative position has barely changed tivempast twenty yearsMalawi is also one

of a set of poor countries in Africa that have bempecially prone to episodes of food
insecurity over the past two decades. Others mdioup in eastern and southern Africa are
Ethiopia, Kenya, Lesotho, Mozambique, Zambia, Zibvea and Swaziland (Devereux 2006).
A high prevalence of HIV infection, estimated at9 per cent of the adult (15-49 year old)
population in 2007 (UNAIDS 2008), has added to eulbility in Malawi due to its adverse
effects on morbidity, mortality, life expectancydaasset depletion by affected households.
Life expectancy at birth in Malawi in 2008 was psiied at 53, just one year more than in
1998 (World Bank 2010b).

There are several other reasons why a study okvaibility and its amelioration or reduction
in Malawi offers the opportunity to take forwardlioy debate about reducing extreme hunger
and vulnerability. Earlier studies in Malawi (e.@overnment of Malawi/United Nations
1993, Devereux 1998, 1999) made valuable contobsatito the broader understanding of

! In 1990, Malawi was ranked 117th out of 130 cdeat(UNDP 1990, pp.28-9).



vulnerability and to the coping strategies of faesilboth in anticipating crises and in dealing
with shocks once they had occurred. Malawi hasrarswally high nutritional dependence on
a single crop, maize, as the dietary staple foadth@fpopulation, and most maize is produced
in just one season each calendar year making sadgoa critical aspect of household
vulnerability. Successive Malawi governments havéhildted a policy preference for
subsidising agricultural inputs as the means teea®e yields and incomes in agriculture, and
since 2005, the country has had a large scaletigovide, subsidy scheme in place called the
agricultural input subsidy programme (I8P)in addition, since 2006, Malawi has
implemented a pilot social cash transfer schemeaiat the chronic extreme poor, which had
expanded by March 2010 to cover 28.1 thousand holge in seven districts (Government
of Malawi 2010i).

This chapter provides the setting and groundworkife rest of the thesis. The second section
states the research problem upon which the thatemds to shed light, and the research
guestions addressed by the empirical work of tlesigh This section also provides a brief
introduction to the methodology, which is elabodaite greater detail in Chapter 4. The third
section provides a preliminary clarification of imhions used throughout the thesis regarding
terms such as safety nets, social transfers, cataftransfers, and social protection. These
topics are elaborated more fully in Chapter 2 @f tiesis. The fourth section sets out some
pertinent features of Malawi for the thesis as ahwith a particular focus on rural poverty,
maize production and the price seasonality probiethe Malawi maize market which is the
major contributor to lean season vulnerability tanger. Finally, the fifth section of this

chapter provides a descriptive overview of thecttme of the thesis.

1.2 Thesis objective, research questions and methods

The objective of this thesis is to gain an in-daptlderstanding of policy options for reducing
vulnerability to hunger in a poor, mainly rural,r&fan country, represented by the example of
Malawi. This objective is informed by the persisterof hunger and deprivation in Malawi,
and by confusion at the policy level concerning ahdity of different policy instruments to
provide satisfactory and sustainable amelioratibrsuch deprivation. For example, in the
current era the Malawi government has chosen detysito prioritize agricultural input

subsidies as its flagship policy for tackling vulmglity. However, in the midst of the

2 From 2010, this has been renamed the farm infasidy programme (FISP)(Government of Malawi
2010d).



estimated maize output gains which have been agthidy this policy, every single year
sizeable humanitarian transfers of food or cashsfeas are required in order to overcome
‘missing food entitlements’ that are discovereddifferent locations across the couritry
Moreover, other policies for tackling chronic vulakility to hunger are being advocated or
are already partially in place. The main, but et only, one of these is a social cash transfer
scheme designed to protect the minimum acceptaisumnption level of families that are

destitute for reasons of ultra poverty, and lackabe-bodied labour in the household.

Ideas about tackling chronic extreme poverty hax@ved rapidly in the past decade, mainly
under the umbrella term ‘social protection’, theami@g of which this chapter considers in
greater detail in due course. The emphasis of tadeas has been to separate for policy
purposes transient hunger and deprivation causeddvgrse events such as drought or
conflict from chronic deprivation that is presefittae time, irrespective of unusual trends or
events. It is thought that policy responses shdiffér between these categories, emergency
action only being needed for large scale or widesgrcatastrophes such as droughts, while
regular social transfers can meet the needs oethpessistently unable to achieve acceptable
levels of food consumption and nutrition (Gross aMdbb 2006, Tibbo and Drimie 2006,
Devereuxet al. 2008). The phrase used to capture this idea isdiptable funding for
predictable needs’ (Ellist al. 2009, p.3), and calculations have been done tmdstrate the
lower cost to governments and donors that coulduacby switching from an emergency

driven to continuity oriented response to chroréprivation?

This shift in emphasis towards routine social tfarssis only part of a complicated emerging
picture. The preference has also shifted in theespaniod from providing social transfers as
food to providing them as cash. Food transfers temde associated with emergency
operations, and have known disadvantages incluligiy delivery cost and a propensity to
undermine local food markets. Cash transfers, loyrast, are potentially cheap to deliver and
can support local food markets (Farrington ande®l2006). Cash transfers can, however,
take a variety of different forms, so policy ch@a@ae also required as between, for example,

providing a social pension or trying to target ety only those most in need. The variety of

® These are reported in routine assessments byM#iewi Vulnerability Assessment Committee
(MVAC), and are also summarised in FEWSNET montldports on food security in Malawi:
http://www.fews.net/pages/country.aspx?gb=mw

* As reported by Elliset al, (2009, p.59), in the preparatory work for thenger Safety Nets
Programme (HSNP) in Kenya, it was estimated thatdbst per person per year would fall from
US$79 to US$55 with a switch from emergency foatitaian equivalent continuous cash transfer.



such options, their strengths and weaknesses, xamimed in greater detail in Chapter 2.
Here, it suffices to state that the thesis intetmlsfocus mainly on the policy options
represented by agricultural input subsidies, onatie hand, and poverty targeted social cash
transfers, on the other.

It is tempting to pose input subsidies and cagmsteas as mutually exclusive alternatives for
tackling vulnerability that should be set in costrand opposition to each other. However,
this is not the stance towards them that is takethis thesis. These policies address the
problem of reducing vulnerability to hunger in dist ways, over different timescales, and
reaching rather different rural social groups. Ehere, there is broad scope for them to
operate as complementary policies, and if bothheirt were in place, they might have a
mutually reinforcing beneficial effect. Neverthedeshere is one important dimension in
which they do compete, and that is for scarce pubbources. This latter competition may be
decisive, since if available government expenditgrelevoted exclusively to one of them,
then this on its own may rule out the other. Spealify, in the Malawi case, the government
has chosen since 2005 to use most, if not alltofavailable ‘fiscal spacg'to fund the
agricultural input subsidy scheme. This has effetyi relegated social transfers to the
sidelines of government efforts to reduce extreroeepy and hunger, since the various
partial schemes operating on the social transfats depend almost entirely on project
funding by bilateral or multilateral aid donors.€eltiade-offs involving fiscal space in Malawi

is examined in Chapter 8 of the thesis.

These considerations lead to a set of researchiguesbout vulnerability reduction policies
in Malawi, which this thesis sets out to tackle garsuit of its overall objective. These

research questions are as follows:

(1) What are the chief sources of vulnerability to hemig Malawi, and how have debates

about reducing poverty and vulnerability tendetedramed in the past?

(2) What are the criteria that distinguish differentinarable groups, and how are the
needs of these groups in the short and long tertrbyneifferent policy levers?

®> Fiscal space’ refers to the room available toegoment in the short term to undertake discretipnar
expenditures, when fixed commitments (e.g. civiviee establishment) have been met (Heller 2005).



(3) What is the history of input subsidies in Malawidahow successful have they been in

tackling vulnerability, especially in the most ratera?

(4) What is the history of social cash transfers inaa) and what is the evidence to date

on their effectiveness at improving the food sdguwf the extreme poor?

(5) What does empirical investigation at community aodsehold levels show us about
the effectiveness of input subsidies and cash feesxdor achieving family food

security in rural Malawi?

(6) What are the budgetary trade-offs in Malawi regagdihe costs, coverage and

effectiveness of different potential componenta @tilnerability reduction strategy?

The research underlying this thesis deployed aetyaimf methods in order to address its
objective and the above research questions, aisé thethods are set out in full in Chapter 4.
Since the chosen research topic spans an arraybetbpics that are infrequently juxtaposed
to each other, substantial reliance is placed oars#ary data sources in order to construct the
analysis of the thesis. For example, an examinadibmput subsidies and their efficacy
requires data on fertilizer use, yields and outpuhaize, as well as price and food balance
sheet data in order to interpret the validity dfireated output trends. Likewise, secondary
sources and data sets yield pertinent informationthe scope, coverage and costs of social
transfer schemes; especially the Mchinji sociahdaansfer scheme which is the case-study
selected for detailed treatment in the thesis. Hobakl and community level empirical
investigations were carried out in three commusitre Mchinji district in order to examine,
over an annual cycle, the ways input subsidies @ash transfers affected the livelihood
circumstances of recipient families. In additidme research involved a considerable number
of interviews with key informants involved in pojicformulation or implementation at
central, district and more local levels; and irsthontext the principle of triangulation was
applied in order to cross check the veracity offedé@nt views on the policies under

consideration and their implementation.

1.3Vulnerability, input subsidies, social transfers anl social protection

This section sets out in a preliminary way the us@adings adopted by this thesis
concerning vulnerability, input subsidies and sbtiansfers. These topics are covered in

substantially greater detail in the literature esviof Chapter 2. Of relevance, too, and also



touched upon here is the term ‘social protectioreronvhich quite a lot of confusion exists

concerning its coverage and focus in the povedycgon policy arena.

Vulnerability is a term that evokes weakness as#l df falling prey to an adverse cause
(Chambers 1989). Other terms for vulnerability ‘stesceptible to’ or ‘prone to’, interpreted
in the same sense of not having the strength testahd an adverse event or circumstance. In
the food security and social transfer literatunginerability tends to refer almost entirely to
vulnerability to hunger, and it is in this sensatth is used throughout this thesis. In other
words, the thesis does not address other vulnéradito which individuals or families may
be prone such as physical violence, or disempowsrmoe abuse. However, even when
narrowed down to ‘vulnerability to hunger’, the rtervulnerability requires further
elucidation, especially to distinguish it from paye(Swift 1989, Dercon 2002, Ellis 2003).

While poverty refers to the failure to attain a fmaom acceptable consumption level of food
and basic needs, vulnerability refers to the risklocks occurring to people’s livelihoods,
and their ability to deal with such shocks wherythecur (Devereux 2002b). This definition
of vulnerability has two clearly interlocking coments. On the one hand, there is the ‘risk’
component. Other things being equal, the higherthednore diverse the risks confronted by
families, the more vulnerable they are. On the ottand, there is the ‘ability to deal with
shocks’ component. In general, the more assets Ipeown (land, livestock, tools,
implements, crops in store) and the stronger theurces of income (e.g. a regular cash
wage), the less vulnerable they are. This is becthey are able to overcome adverse events
(such as the death of an income earning membédedbnily, or crop failure) from resources

they have at their own disposal.

People are highly vulnerable when they are proneutiiple shocks, their incomes are low
and uncertain, and they own few assets. Risingevalrility can occur as a cumulative
process whereby incomplete recovery occurs froncessive shocks, resulting in an erosion
of assets. One of the functions of social transfiérs so-called ‘preventative’ function) is to
prevent this asset erosion from taking place (Gub884). Vulnerability is not directly
measurable, nevertheless various proxy indicatbvslloerability have been found useful for
policy purposes. One set of these are measurabtsasuch as food stores and livestock
holdings that can be tracked over time. Anotheris@rovided by coping strategies such as
reducing the portion size of meals or skipping medlogether (Maxwell 1996, Maxwedit

al. 1999).



Poverty predisposes people to vulnerability, andng given situation there will be a very
considerable overlap between people who are pabtharse who are vulnerable. This applies
even more so to the ‘extreme poor’ or ‘ultra poaften defined as those unable to secure
even the minimum nutritional requirements for altingaexistence (Halder and Mosley 2004).
Nevertheless, it is possible to envisage circunt&siin which poor people live in relatively
risk free environments, with stable social and ecoic institutions, and are therefore poor
but not vulnerable. Indeed, it could be said th&kw aim of social transfers is to reproduce
such circumstances, such that people’s low incones dot also expose them to a high risk of
starvation or destitution. Conversely, people ighhiisk environments may be non-poor but
vulnerable, for example, if they live on a floodaipl, earthquake zone or face unusually

variable and unpredictable climatic cycles (Wiseeal.2004).

In poor agrarian economies like Malawi, the perfante of small farm agriculture has long
been understood to play a central role in detemgithe scale of national poverty, and the
pace at which it can be reduced through econonawtiy. This is because in such economies,
the majority of the poor are rural, and their likebds are based in crop and livestock
production. Growth in small farm agriculture is tight to have properties of labour intensity
and employment creation that few, if any, othert@sccould match (Christiaensen and
Demery 2007); and therefore in the developmentditee stimulating small farm economic
growth has tended to be placed as a priority obeain both growth and equity grounds
(Johnston and Kilby 1975, Lipton 1977). In the 189the potential of diversity of income
sources for reducing risk and providing pathwaysigher incomes in rural areas became a
significant subsidiary theme (Bryceson and Jam&7]1%Reardon 1997, Ellis 1998, 2000),
leading also to policy advocacy in relation to tuman-farm enterprise (Haggblads al.
2008). While a wide range of policies acting omfanput and output markets in different
ways can potentially be deployed to promote indéngpsyjields and higher output in
agriculture, policy fashions have changed over {ears concerning the amount of
government interference in markets that is consmlexrdvisable. Subsidies to farm inputs,
lowering their price to farmers, are one such $@&siruments the credence of which in terms

of their costs and effectiveness has varied oveyé#ars.

While input subsidies can cover a range of inpntduiding fertilizer, seeds, fuel, credit and
machinery, for most purposes in this thesis theregice is to fertilizer subsidies since these

are by far the most important type of input substigountered in Malawi, both nowadays



and in the past. Fertilizer subsidies are not dameltransfer. In economic terms they seek to
overcome sub-optimal use of a key productive irqauised by risk and market failure. Small
farmers cannot afford the high outlay on full césttilizers because of the prevalence of
climate shocks that lead to crop failure and raimg the absence of credit markets by which
such an outlay can be financed. Fertilizer subsidie supposed to accomplish a transitional,
bridging, function (see Chapter 2). They stimuligteilizer uptake resulting in higher yields,
more marketed surplus, higher cash incomes, moreeyndn circulation in rural areas,
improving rural credit markets and so on. The pastiom was that once these outcomes had
been achieved, the subsidies should be gradualhseguh out, for otherwise they would
represent a continued substantial drain on pubhtantes, preventing support to other

worthwhile social and economic goals from beingarteken.

Fertilizer subsidies do not assist the poorest rmondt vulnerable rural households directly,
although they can have beneficial indirect effettsmost contemporary instances of their
application, subsidies apply to a limited quantfyfertilizer that is targeted to small farmers.
However, land and labour are prerequisites for pectde use of fertilizer, and therefore the
landless and those lacking active labour are eedut¥oreover, because the overall quantity
made available at the subsidised price is ratioaguhrallel market is likely to arise that does
the job of allocating the restricted quantity aabie at some price between the subsidised
price and the full price. Studies of the distribatiof subsidised fertilizers tend to discover
that the majority of eventual beneficiaries are-poonr and better off rather than poor farmers
(Minde et al. 2008). This is so even if some attempt is madalltcate coupons to poorer
farmers, since the latter will, in many cases, #air coupons because they are unable to
afford even the subsidised price that the couppresents.

Nevertheless, poor and vulnerable people can gaimn fertilizer subsidies indirectly in three
recognised ways. First, poor farmers who are aéat&ouchers and then sell them in effect
get a cash transfer (but this is a very expensiag of providing such a cash transfer).
Second, lower food prices as a result of highepBupnprove the food security position of
food deficit farmers and landless rural dwellersird, a vibrant agriculture increases demand
for rural labour, creating additional jobs and moily resulting in higher rural wages
(Dorward and Chirwa 2011). From the viewpoint astthesis, these indirect effects are not
regarded as the primary reasons for having aifetisubsidy, and they do not provide cause

for ignoring social transfers that may be able ddrass a broad range of vulnerabilities to



hunger (including in farming populations) more dthg, more effectively, or less expensively

than fertilizer subsidies.

Social transfers refer to welfare payments or d$osecurity provided by the state to
designated beneficiaries in order to ensure they ttan meet their minimum food security
and basic needs. Social transfers have a longrpisidhe now developed countries as the
means by which unacceptable levels of deprivatxgpeaenced by the weakest members of
society are addressed (Tabor 2002). While soa@aisters can potentially be made available
for a wide variety of adverse circumstances, thee qminciple of modern social welfare
systems is that they should be made availabledsetimembers of society who for lifecycle
or other reasons outside their control are unablerovide for themselves. The main social
groups this principle encompasses are the old,g,athronically ill, and disabled. The related
policies are pensions, child benefits, ill healtyments, and disability grants. A feature
shared by these groups is that they are ‘dependenthe social or moral issue is the sharing

of the burden of their dependency between sociegywhole and their familiés.

Until relatively recently, the provision of suchcsa transfers in the poorest developing
countries was considered a most unlikely occurrestmply on the grounds that the
governments of such countries would be most unfikel afford them (Behrendt 2008).
However, views change, and the contemporary posisionore one of placing social transfers
in the balance against other government priorisesthat the prospects of them being funded
are at least properly considered. This rise inpgospective role of social transfers has been
driven partly by the Millennium Development GoalddG) agenda (social transfers provide
additional instruments to lift people out of poyerbr to get children into school, or to
improve gender outcomes) (Barrientos and Hulme 2@08shet al. 2008), and partly by the
switch in thinking mentioned earlier from crisisxeim emergency responses to the provision

of predictable transfers.

In addition, a rather different focus in terms ehbficiaries has marked the discussion in low
income African countries. Instead of a focus omp&ledent’ categories of the population, the
focus has been on targeting the extreme poor, imtdges where more than half the

population are estimated to be poor according tesébold income and expenditure surveys.

The particular social transfers under consideratiame therefore been ‘poverty-targeted’

® Of course many older people may not be ‘dependeniil they become frail with age, but in wage
labour based societies they nevertheless requirgqres in order to purchase food and basic needs.



transfers, and this emphasis has been deliberateredated to the affordability issue. If
suitable eligibility rules could be devised, therfpaverty-targeted’ transfer would reach far
fewer beneficiaries than would be captured by agmical transfer like pensions, and might
be affordable while tackling the most severe ofvalinerability problems (i.e. those people
not able to secure enough food even in normal wistances). The term ‘social cash
transfers’ (SCTs) tends in the recent literatureeter to transfers made to beneficiaries on the
basis of selection criteria for extreme poverty (Ereuxet al. 2005)’ This is to distinguish
this approach from social transfers in general, faach ‘categorical’ transfers like old age

pensions.

While SCTs are of particular interest here becdlnse¢hesis explores the comparison between
input subsidies and SCTs as instruments for attgckulnerability to hunger in Malawi, this
account of different types of social transfer ie tbw income country context is incomplete.
Another substantial category of social transfeesssasonal safety nets of the food-for-work
or cash-for-work variety that limit financial expos in rather a different way, by only
coming into existence for periods of the year omplaces where the problem of incipient
hunger is most acute. In Malawi, seasonal safetg have played a significant hunger
prevention role in the past, although they areide in credibility for a number of reasons

that are elucidated in Chapter 2, and thence areggway to the poverty targeting approach.

The poverty targeting approach is itself the subgéeritical discussion. In pilot schemes, it
has been found that about 65 per cent of benefitiauseholds are headed by persons aged
65 years or over (Schubert 2007b), resulting inipent questions about the effort and cost of
beneficiary selection, when a social pension cdoldhe job just as well with a fraction of the
administrative complexity. Politics also importagnénters the picture, since poverty targeted
transfers tend to have little electoral tractiomiles pensions once introduced are politically
popular and, like input subsidies in Malawi, théethee of them by a government in power is
found to be a powerful force for re-election in oties such as Lesotho that have
implemented them (Pelham 2007, Hagen 2008, Lika@83.

Social protection is quite a confusing term. Itezatl the development lexicon at some point
in the 1990s, and was being widely used by academn international aid agencies to

describe an extended view of social transfers leyntid first decade of the 2000s. At one

" Social cash transfers are permanent schemes #mefdr cash on a regular and reliable basis to
eligible beneficiaries (Schubert 2005, p.8).
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level it is merely new terminology for the olderdamore widely understood notions of
‘social security’ or ‘welfare policies’. At anotheit is a broader and more inclusive term,
covering not just social transfers, but also tights and entitlements to transfers that citizens
should possess, and the promotion of improvingiheeds in addition to the protection of
minimum levels of consumption. A full discussiondifficulties around the meaning of social
protection is deferred to Chapter 2 of this thesis.the meantime, a widely accepted
contemporary definition is provided by Devereux &abates-Wheeler (2004), and is stated

as follows:

‘Social protection describes all public and privatgiatives that provide income
or consumption transfers to the poor, protect tbkerable against livelihood
risks, and enhance the social status and righttseafnarginalised; with the overall
objective of reducing the economic and social wahdgity of poor, vulnerable
and marginalised groups’ (Devereux and Sabates-\&th2@04, p.9).

This definition contains certain basic componenith which this thesis would agree. The
chief focus is on social transfers that directlypiove the consumption level of designated
beneficiaries. However, social inclusion is alsdaraportant aspect. Social protection seeks to
ensure that the weakest members of society are tablearticipate fully in social and
economic life. Social protection also typically ndes employment protection, and health

and safety, in formal sector places of work.

The foregoing is intended only to give a tastehef key issues that preoccupy this thesis. At
the centre is vulnerability to hunger which is averepresent dimension of social and
economic life in Malawi (Rethman 2006), and one althhas scarcely diminished over the
more than four decades since independence in 18@ded, until the recent burst of growth
(partly attributed to the inputs subsidy) of theipé 2006-10, vulnerability in Malawi was
considered to be spreading and intensifying dudhéofrequency and scale of humanitarian
actions required in the 1990s and early 2000s.tIaphsidies represent the preferred Malawi
government policy to overcome poverty and vulnéitgbi but their effects need
differentiating between different types of vulndealpeople, and the claims made for their
success require critical scrutiny. Social cashstiens have also been advocated, and are being
piloted on quite a large scale in Malawi. Howewarch transfers are themselves just one of
an array of prospective social transfers that asmqrupying social policy debate in low

income countries and their feasibility at scale aera largely unproven.
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1.4 Linking poverty, vulnerability and the maize econony in Malawi

Malawi has made slow economic progress since gaimdependence from Britain in 1964.

As shown in Table 1.1 gross domestic product (GD#asured in constant US$ has
increased fourfold in the forty years from the [&860s to the late 2000s. Since population
has risen 3.4-fold in the same period, gains ingagrita GDP have been really quite small
over such a long historical period, when much @&f world experienced an extended (with
short interruptions) economic boom. Specifical\DESper capita rose by 24 per cent overall,
going from US$120 to US$149. By comparison oves game historical period per capita
income in South Asia grew by 207.9 per cent fron$2& to US$639, in India by 242.5 per

cent from US$198 to in US$676 and in China by 1.8%%r cent from US$101 in 1965 to

US$1,842 (World Bank 2010b).

Table 1.1 shows that there are significant subggearivithin the overall growth trend. Strong
growth occurred in the first two decades post-imthejence which, as is discussed in Chapter
3, resulted in part from policies that favouredagsiover smallholder agriculture and in part
from nascent manufacturing in branches of industapable of succeeding in a small
economy (such as beer brewing, local food canrand, others). There then followed a long

period of relative stagnation, punctuated by skak-periods of improvement (one of these
was in the late 1990s).

Table 1.1: Trends in major socio- economic indicatdf Malawi, 1965-2009

: GDP GDP GBI el GDP per Population| Population
Period (constant 2004 growth capita capita (million ) rowth
(Year) US$ m.) 9 (%) (constant growth 9 (%)

' 0 2000 US$) (%) 5
1965-69 502.8 7.6 120.2 5.0 4.2 2.5
1970-74 660.7 6.5 137.2 3.3 4.8 3.0
1975-79 887.2 6.0 156.8 2.6 5.6 3.3
1980-84 996.9 1.3 151.9 -1.5 6.7 2.9
1985-89 1,135.4 2.1 139.7 -3.2 7.9 5.4
1990-94 1,290.8 1.3 132.3 -0.6 8.8 1.8
1995-99 1,593.9 7.0 148.1 4.1 9.8 2.8
2000-04 1,689.1 0.8 134.7 2.1 11.0 2.9
2005-09 2,164.9 7.4 149.4 4.4 12.6 2.8
Average 1,213.5 4.4 141.1 1.3 7.9 3.0

Source: Government of Malawi (2008f); World Bank1Rb)
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According to the World Bank data in Table 1.1, Gpd? capita in the early 2000s was 14 per
cent lower than the average figure for the lateO89Not too much should be read into these
figures since several revisions in GDP methodolagy numerous exchange rate changes will
have occurred over this period. However, reseascfeeq. Kydd and Christiansen 1982, Sahn
and Van Frausum 1994, Harrigan 2001, Conebyal. 2006) who have kept track of the
Malawi economy since its early post-independencmg@eare widely agreed that the economy
stagnated or declined in this middle period, and fense of stalled progress also reveals
itself in plenty of other data, such as in ruralisehold surveys (e.g. Ellet al. 2003), and in
hunger crises of the 1990s and early 2000s (Dexe2602a, International Federation 2006).
In the latest period, growth seems to have pickechamentum; indeed for 2007, 2008, 2009
and 2010 estimated overall real growth rates of BB 6.7 and 7.6 per cent respectively were
recorded (Government of Malawi 2010g).

The most recent full household income and experagurvey in Malawi, referred to as the
second Integrated Household Survey (IHS2), was wtted in 2004-05. This yielded a
poverty estimate of 52.4 per cent and an ultra-pgg\estimate of 22.3 per cent (Government
of Malawi 2005b). Later in the thesis regional alstrict level patterns of poverty and ultra-
poverty are examined. Subsequent partial survegtfigmre monitoring surveys) conducted in
2007 and 2008 suggest a fall in poverty and ultnzepty since 2005, down to 40 per cent and
15 per cent for these two measures respectivedp@8 (Government of Malawi 2009h). It is
not known how firmly such results can be treated] & will require another full survey to
confirm the strength or otherwise of such trendasdgl on the 2004-05 results, poverty in
Malawi is overwhelmingly rural in character. Rupverty was estimated at 56.3 per cent,
urban poverty at 25.4 per cent, and the rural pooresponded to 94.5 per cent of all poor
people in Malawi. This thesis is concerned withafypoverty and vulnerability. For this
reason, except in passing, it does not refer tacipsl appropriate to urban poverty and

deprivation.

Malawi is a fairly unequal country. Derived fromet2004-05 IHS2, the gini coefficient of
income inequality was 0.39 overall, with an urbaequality coefficient of 0.48 (Ellis 2011).
Table 1.2 provides data derived from the IHS2 ommnger capita expenditure by decile for
rural areas, urban areas and the country as a winotaral areas, the bottom 60 per cent of
the population has little separating them in teofnaterial standards of living. Indeed, when

converted into US$ at the exchange rate prevadirtye time of the survey, only US$1.8 per
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capita per month separates each decile from the Uiy to the sixth decile (Ellis 201%)n
rural areas, as depicted in Figure 1.1, small cbsing inter-decile per capita consumption
occur up to the sixth decile, with steeper dispegitntensifying through the seventh to tenth
decile. The comparative picture for urban areaglays greater inequality occurring

throughout the distribution, with especially ladjéferences at the high income ehd.

Table 1.2: Monthly Per Capita Expenditure by Incddeeile (MK per month)

Rural Urban National
‘ Inter- Inter- Inter-
RS Mean Decile Mean Decile Mean Decile
Change Change Change
1 552 - 801 - 565 -
2 776 224 1,200 399 801 237
3 949 174 1,511 311 988 187
4 1,123 174 1,851 340 1,174 186
5 1,311 188 2,231 380 1,380 206
6 1,529 218 2,746 515 1,619 240
7 1,802 273 3,433 687 1,923 304
8 2,175 373 4,398 965 2,363 440
9 2,820 645 6,624 2,226 3,154 791
10 5,097 2,277 16,147 9,523 6,902 3,747

Source: Ellis (2011)

Figure 1.1: Malawi rural, urban and total incomstabutions, by decile
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Source: Data contained in Table 1.2

® The exchange rate used by Ellis (2011) was MK @Bthe US$.

° Note that it is not unusual for the first intezeile difference to be unexpectedly large in data of
this kind. This is because more statistical vayiain per capita expenditure occurs in the firgtilde
where implausibly low expenditure levels may berded even after data cleaning.
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The IHS2 collected a considerable amount of datineat to understanding vulnerability to
hunger in Malawi, and this data was analysed bgrséteams who published their findings
in key documents (e.g. Devereex al. 2006a, Government of Malawi/World Bank 2006,
World Bank 2007a). One of these teams summarisgdfthdings thus:

. .. .many Malawians are more vulnerable today ihahe past because hazards
appear to have increased — rainfall and food prooluare erratic, HIV/AIDS is
spreading, markets are weak and prices are volatiled their ability to cope has
declined — livelihoods are dangerously undiverdifieepeated shocks have
eroded assets and savings, informal networks asevdling or able to provide
assistance (e.g. Devereeial.2006a, p.14).

The IHS2 questionnaire asked respondents to $tatBe¢quency with which shocks occurred
to them, and the types of shock that were mosbwseriNinety-five per cent of respondents
reported one or more shocks in the preceding Ssyd&re most prevalent of these were large
rises in food prices, low crop yields due to draughfloods, illness or accident of household
members, and death of a family member. These repres mixture of weather-related and
personal risks and shocks that are pervasive faal Malawians. Factors predisposing

households to ultra poverty in these reports wered to be large household size, more
young children, lack of active adult labour, lack azcess to land and female household
headship. The reports also emphasised the dyndraraater of poverty and vulnerability, in

particular that successive shocks could push fdynmen-poor households into poverty.

Maize has historically played a pivotal role in isb@nd economic life in Malawi, and this
remains the same to this day. It is the staple ffoithe population and fundamental to food
security in Malawi. Its cultivation occupies rougl80 per cent of the cultivated area in the
small farm sector (Government of Malawi 2008a, p4t is variously estimated that maize
contributes between 55 per cent (Jaghal.2008) and 72.8 per cent (FEWSNET 2007) of all
calories consumed by the population of Malawi. S®7deper cent of small farmers are
thought to grow maize (Government of Malawi 2005rgble 1.3 presents selected indicators
of maize production while Figure 1.2 compares teeird per capita maize production and

consumption requirements.

19 Refers to 2007/08 crop season: maize occupiedhillién ha, and all crops 2.6 million ha. The latte
figure excludes coffee, macadamia nuts and cashwich are counted in number of trees in the
MOAFS data.
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Table 1.3: Historical maize output and requireméSis5 to 2009

Maize Maize Maize Per Per capita| Per capita
Period area output yield capita surplus surplus
(Year) | (million | (million | (kg/ha)| output /deficit /deficit

ha) tons) (kg) (kg)* (%)
1965-69 1.01 1.05 1,057 252.56 94.16 36.6
1970-74 1.08 1.20 1,108 24955 91.15 35.7
1975-79 1.06 1.25 1,171 222.72 64.32 28.2
1980-84 1.12 1.32 1,179 198.35 39.95 20.0
1985-89 1.20 1.36 1,129 171.47 13.07 7.2
1990-94 1.31 1.29 976 146.40 -12.00 -29.3
1995-99 1.20 1.63 1,269 166.12 7.72 0.8
2000-04 1.50 1.76 1,209 161.35 2.95 -1.2
2005-09 1.54 2.66 1,790 209.52 51.12 14.9
Average 1.23 1.50 1,210 19756 39.16 12.5

* Author calculations based on per capita maizeiregqnent of 158.4 kg per year,
explained in Chapter.4

Source: Derived from data compiled from GovernmanMalawi (2008a, 2009f,
2010f) and FAO (2010).

It can be seen that maize output increased stefadity 1.01 million tons in late 1960s to 1.36
million tons in the late 1980s (5-year averagegiw®en 1990 and 1994, production declined
to around 1.29 million tons per year owing to mdagtors, discussed in Chapter 3, the
impacts of which was reflected in the lowest reedranaize yield in the history of maize
production in Malawi (976 kg per ha). Productiotk@d up again to 1.63 million tons in
1995-99, much higher than during the earlier yeaus reaching an average of 2.66 million
tons in the last five years of this decade (2008920These averages of course mask great
annual fluctuations in production, especially dgrthe first five years of the 2000s when the
yield varied between 1,099 kg per hectare in 20D@#@d 809 kg per hectare in 2004/05.

The maize production figures in Table 1.3 whichénéeen graphed in Figure 1.2 are also
pertinent to the examination of domestic maizelabdity per capita over the years. In recent
years, maize output has been between 2.6 and 8i6mtons per year. With a population of

around 13 million people, this has meant an appaencapita maize surplus of 15 per cent
or 51.1 kg per capita after annual consumption ireqents (about 160 kg per person per
year). At a national aggregate level, this is vielexcess of annual domestic consumption,
and should imply that the country is more than-sefficient in its staple food. However, it is
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probable that production data in recent years tsquie as it seems in official statistics, a

consideration which is examined in more detail mafter 5 of the thesis.

Figure 1.2: Trends in per capita maize output a&gdiirements 1965-2009
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Source: data series underlying Table 1.3

In contrast with output the cultivated maize areas leontinued to rise steadily from 1.01

million hectares in the 1960s to 1.54 million heetin the late 2000s. There have been
specific years when the harvested maize area heaslmow 1 million hectares, indeed three
individual seasons in the period of 40 or so yeadh® lowest maize areas were recorded in
1966/67 (0.86 million ha), 1979/80 (0.97 million)rend 1995/96 (0.88 million ha) due to

drought in the first two cases, and more widespagctultural collapse in the last instance.
The generally rising trend in maize area diministtes area available to other crops, and
limits greater diversity of food crop output in Mali (Mloza-Banda 2005).

The overall maize output shown in Table 1.3 is@lpct of cultivated area and the yield level
achieved. In the first twenty years, maize yieldswgsteadily from 1,057 kg per ha in 1965-
69 to 1,179 kg per hectare in 1980-84 before degjimo the lowest 976 kg per ha in the
1990-94 period. The average yield improved in #te 1990s, but fell back again in the early
2000s, attributable to difficult weather conditipasid (arguably) a change in the subsidised
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fertilizer regime (to be examined later in the thesIn the later 2000s, substantial
improvements in yields seem to have occurred, givige to an average yield of 1,790 kg per
ha in the 2005/09 period. This represents a 4&@et increase above former long run yield

levels; however, as in previous years, considerabiaual fluctuations in yields have

continued to occur.

Table 1.4: Historical maize areas and yield byetsi1985 to 2009

Period Maize Area (million ha) Maize yield ((Kg/ha)

(Year) Local | Composite| Hybrid Local Composite] Hybrid
1985-89* 1.14 0.02 0.06 1,033 1,531 2,748
1990-94 1.09 0.01 0.21 725 1,123 2,238
1995-99 0.86 0.02 0.37 864 1,267 2,221
2000-04 0.80 0.23 0.42 770 1,366 1,952
2005-09 0.54 0.53 0.45 1,372 1,769 2,526
Average 0.86 0.18 0.32 946 1,401 2,300

* Refers to three years from 1986 to 1989, yeata @ available
Source: data provided in Table 4.3 Chapter 4

The rise in maize yields in recent years represamsmbination of several different factors,
amongst which relatively benign rainfall pattertie ISP, and changes in the variety of maize
cultivated have all made contributions. As showable 1.4, Malawi has three broad types
of maize varieties which are local, composite (opelinated varieties or OPV in short) and
hybrid maizé*, with farmers in recent years apparently prefertime higher yielding hybrid
maize (Dorwardet al. 2008). Serious efforts to promote hybrid maizeMalawi gathered
momentum in 1998/99 when the government distribdted hybrid seed to every farmer
through a nation-wide starter pack input scheméhénsubsequent scheme (the targeted input
programme) from 2000/01 to 2004/05, policy emphahkifted to OPVs. Since 2005/06, the
government has promoted both hybrid and OPVs utidemput subsidy programme but, as

discussed later in Chapter 5, constraints to falameess to the seed still persist.

As trends in Figure 1.3 show, the area devoteddal lvarieties has declined from 1.2 million
ha in 1986 to only 400,000 ha in 2009. The areateunomposite varieties remained very
low throughout the 1990s but this has grown rapefpecially with the ISP from 2005/06

and now corresponds to a third of the cultivateshg#00,000 ha). Similarly, the maize area

1 These three groups of maize varieties are alsoresf to as flint, semi-flint and dent maize vaeigt
reflecting the relative hardness of their starclbriitl maize gives higher yields but there are also
arguments that OPVs are poor friendly since theylmrecycled by farmers and can do better with
limited fertilizer (Hardy 1998, Denningt al.2009).
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under hybrid maize remained low until the 1998/98pcseason, when their use jumped
upwards in connection with the introduction of treion-wide starter pack scheme, but then
declined during the TIP era (2001-20854As can be seen in Figure 1.3 the area under these
three groups of varieties has converged over tspethat they now represent nearly equal

shares in the total area under maize cultivatiodahawi.

Figure 1.3: Trends in maize area by variety, 1983009
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Source: data series underlying Table 1.4

In brief summary of these contextual economic aspefcthe present study (a) Malawi has a
generally weak record of per capita income grovetiig has remained one of the poorest
countries of the world since independence in 1%®4yever, economic performance in the
period 2006-10 has improved markedly; (b) the mesént full integrated household survey
(the 2004-05 IHS2) put poverty in Malawi at 52.4 pent, and ultra-poverty at 22.3 per cent;
partial subsequent surveys indicate a subsequeidt dacline in the poverty rate but this must

'2 Four factors have been implicated in the slow tidof hybrid maize varieties in Malawi. These are
the historical absence of a significant settler ybaion, a previous government growth strategy
through estates, lack of cash to purchase inpntsfaam families’ preference for local maize (Smale
and Heisey 1997, Smale and Jayne 2009).

19



be regarded as provisional pending proper veritioat(c) vulnerability to hunger in Malawi
was observably intensifying throughout the 1990%$ early 2000s, but this process may have
been reversed in the most recent rand (d) Malawi’s reliance on maize for food setyua
national and household levels has remained a aurfst@ure for the entire past 40 years, and

this continues to hold true in the most recent era.

1.5 Structure of the thesis

This chapter sets out the objective of this th&sigke forward contemporary policy debates
in Malawi regarding the most appropriate combimatd policy instruments for overcoming

vulnerability to hunger in the country. The distioa is made between production oriented
instruments, exemplified by the agricultural inmubsidy programme; and consumption
oriented instruments, exemplified by the Mchinjcsd cash transfer scheme. The chapter
provides a brief summary of evolving policy ideasrelation to poverty and vulnerability

reduction, as well as an overview of key featurfethe Malawi economy. Research questions

to be addressed by the thesis are set out.

The thesis proceeds as follows. In Chapter 2, Hukdround ideas that inform the thesis are
explored in relation to the wider literature. Theoeomic rationale and the historical
experience of inputs subsidies are examined, imajudhanging views about them up to the
present time. In similar fashion, evolving ideasutisocial welfare policies, and the different
forms that social transfers can take are summar®edbiguities that occur around the term
social protection and its scope are discussedckanication for the purposes of the thesis is
provided. Finally, the chapter shows how socialtgetion, vulnerability and agriculture are
interwoven at the conceptual level, as well ah@reality that the most vulnerable people in

a country like Malawi are food deficit poor farmers

Chapter 3 provides essential information about Mataat is important for the argument of
the thesis. The chapter contains an agriculturatyistory of Malawi, oriented especially
to the role of fertilizer subsidies in Malawi agritural policy over past decades. The chapter
also provides a history of social transfers andasdcansfer policies in Malawi, including
public works programmes associated with the Malaeagial Action Fund (MASAF), and the

adoption of a National Safety Net Policy. The ckeagbncludes with a brief consideration of

3 The progression of vulnerability in Malawi at then of the 21 century is elaborated in Chapter 3,
Section 3.4
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politics in Malawi, and the way decentralised pabéidministration is organised in the

country.

Chapter 4 is concerned with research methods. Adég&st comprises three sets of methods.
The first involves making use of data collected thg Malawi government; the second
involves village and household level research doge®0 households in Mchinji district; and
the third involves key informant interviews withakeholders, often with a view to
triangulating the interpretation of policy optiomsovided by different respondents with
differing ideas. The chapter summarises the catlecmethods for various data series
produced by the Malawi government that play impdrtales in the thesis. It also describes
the community selection and sampling approach etwiiork, and the organisation of key

informant interviews.

The agricultural input subsidy programme (ISP) xamsined in Chapter 5. The chapter
provides an overview of the programme, detailgobrganisation (and how this has evolved
since the programme has been in operation), ecanf@aiures of the programme (coverage,
effect on fertilizer use, amount of subsidy in sssive years, cost of delivery, findings of
programme evaluations), and a consideration optbgrammes strengths and weaknesses in
terms both of its own criteria and the interestghad thesis in vulnerability reduction. The
chapter contains an extended section on the liketiithat maize output levels since the ISP
was introduced have been as high as officially gased. Price behaviour in the maize
market in 2007 and 2008 suggests that official maiztput levels are infeasible in economic
terms, and an exercise is conducted to assessdngevthis discrepancy has been.

The Malawi social cash transfer scheme, also atterred to as the Mchinji scheme from the
district in which it was first introduced is exarathin Chapter 6. This chapter provides an
overview of social cash transfers in Malawi, théade of how the Mchinji scheme was
implemented, how this organisation has evolved,twelaluations have had to say about the
scheme, and strengths and weaknesses that ariédeinbrm secondary sources. The chapter
contains an extended section that critically exasithe 10 per cent principle which has
capped the number of beneficiaries in the Mchinfiesne. Spatial patterns of poverty and
ultra-poverty are examined, and the income distigouimplications of providing the Mchiniji

level of cash transfers are considered.
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The ISP and the social cash transfer scheme inwlaee independent programmes but
operate side by side in some communities, includisigg community targeting to select
beneficiaries. In Chapter 7, empirical investigatad a sample of 90 households is utilised to
examine how these programmes interact at housedmddcommunity level. The chapter
looks specifically at three main dimensions: (ajamisation and beneficiary selection; (b)
food security differences between cash transfeipits and non-recipients; and (c) the
impact of ISP coupon receipt on farmer input bebawni comparing coupon recipients with
non-recipients, and households that received bmiba@ns and cash transfers.

Chapter 8 draws the threads of the thesis togatharparticular way. It examines how the
vulnerability reduction attributes of input subsisliand social cash transfers differ from each
other, and reveal different strengths and weakedsalso widens out the social transfer side
of the picture to consider other transfers suclksasal pensions. The chapter examines the
ability of the Malawi government to afford subsglier transfers, given the structure of and
balance of government income and expenditure. T$terltal and current budgetary cost of
input subsidies is examined. An exercise is coretlittt show how the same budgetary outlay
could be allocated in different ways to provideigetse portfolio of vulnerability reduction

policies.

Chapter 9 is the final chapter of the thesis. Tiapter returns to the objective of the thesis,
and reviews this in the light of what the thesis decovered. It then proceeds to summarise
how the thesis has tackled the six research qumsssiet out in this chapter, and the findings
that have emerged under each of those headingallyithe chapter seeks to put forward a
balanced assessment of the implications of tharfgsdof the thesis for future vulnerability

reduction policy in Malawi.
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Chapter 2: Input Subsidies, Social Protection and Winerability

2.1Input Subsidies

This chapter synthesises the background ideasrtoan the topic and research questions of
the thesis. The chapter examines the economicned@oand past experience with input
subsidies, as well as summarising the treatmettiesh in recent literature. This is followed
by a parallel tour of emerging ideas about socaidfers in low income sub-Saharan Africa.
Finally, the chapter expands on the brief introducto vulnerability provided in Chapter 1,
and links vulnerability ideas to social protectamd farm inputs.

Input subsidies are one amongst an array of pddegrs that are used by governments in
order to achieve output or income goals in agnoelt Other such policies include output
price stabilisation, controls over marketing, redgahe cost of credit, constructing irrigation
systems, developing new technologies, and diffusmg ideas through agricultural extension
systems. In the past, in countries like Malawi, govnents became deeply engaged in
manipulating the economic environment surroundiggcalture. Often a single government
agency, such as the Agricultural Development anakbtang Corporation (ADMARC) in
Malawi would be delegated broad powers to implemgmth policies, and might be
designated monopsony powers in the purchase osdrom farmers and monopoly powers
in the delivery of fertilizers and seed. Often,,ttmr equity as well as stabilization reasons, a
single pan-territorial and pan-seasonal produdeeould be fixed for key strategic crops in
advance of the agricultural season (Harrigan 200drfeldt et al. 2005).

Input subsidies became a popular policy instrunrefdw income developing countries in the
1960s. They are associated with the recognitiondimall-farm agriculture could be efficient
(Schultz 1964, Hopper 1965), which in the mid-atet1960s overturned previous ideas about
the non-formal or ‘traditional’ economy acting asaurce of labour to the modern sector of
the economy, including estate or plantation agrizal (Lewis 1954, Figueroa 2004)This
period also saw the advent of new, higher yielduagieties of wheat and maize which began
to be adopted rapidly in Latin America and Asia r@Heand Capule 1983, Dalrymple 1986b,

4 Figueroa (2004) points out that the Lewis ‘duabremmy’ model was not about subordinating
agriculture to industrial development, but was aboaving labour from non-accumulating sectors to
sectors offering the potential for accumulation grdwth. These latter sectors could equally be
agricultural as industrial.
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1986a). A new mainstream thinking emerged, in wisittall farmers would be encouraged to
make a leap forward in production technology, bynbming new varieties with appropriate
levels of inputs, and (where possible) with suffiti control over water availability
(irrigation) in order to ensure that high yieldsultbbe attained and sustained (Johnston and
Kilby 1975). This was the so-called Green Revolutialso sometimes referred to as the seed-

fertilizer-water revolution (Blyn 1983, Lipton ahanghurst 1989).

The basic economics of manipulating an input plilce that of fertilizer is shown in Figure
2.1 (Ellis 1993, pp.18-26). This shows in a styiseay the relationship between the output of
a crop like maize or rice and differing levels eftilizer use, holding other conditions of
production constant. It is assumed that some lefvelitput, denominated ;Ywould occur in

the absence of fertilizer. Thereafter, output iases as fertilizer use increases; however, at a
characteristic diminishing rate with ever largeaqtities of fertilizer (the law of diminishing
marginal returns). Eventually, a maximum level otput occurs, shown asyXx, beyond

which no further output gains are made for increaséehe fertilizer input.

Figure 2.1: Influencing Fertilizer Use by ChangltgyPrice
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Source: based with changes on Ellis (1993, p.24).
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If output, Y, is expressed in value terms (i.e. pgsical output multiplied by the producer
price, ), and if we have a price for fertilizer,jPthen the economic optimum level of output
and fertilizer use occurs at point A on the progurcfunction, when the familiar condition is

satisfied that:

MVP, = P, (1)

Here, MVR is the marginal value product of fertilizer (i.ne additional output value
obtained by increasing fertilizer use by one urat)d R is the price of fertilizer. If equation
(1) were not satisfied, then either MyR B, and more is being paid out for fertilizer than is
being obtained in extra output value; or MMPR, in which case a greater additional value of
output could continue to be obtained by increasimgglevel of fertilizer use. By rearranging
this expression, the optimum condition can alsethted as:

MVP,/P, = 1 (2)

In other words, the ratio of the marginal valueduat of an input to its price should equal
one. This allows for a conceptually simple testvdrether any variable agricultural input is
being used by farmers is close to its efficienelexf use or not. If the marginal value product
of such inputs can be estimated (by no means &lsti@ward task), then statistically

significant departures of the stated ratio fromduls be indicative of inefficient input use by

that group of farmers. Since the marginal valuelpob of increasing an input like fertilizer is

the marginal physical product multiplied by the puitt price (i.e. MVR = MPR, * Py), yet

another useful way the optimum level of input uge be expressed is in the form:

MPR = R/Py 3)

The marginal physical product of a variable inpke Ifertilizer should equal the price of the
input divided by the price of the output. For exdeni the price of fertilizer is MK500 per
kg, and the price of maize is MK50 per kg, thenirapin fertilizer use occurs when the
additional output per unit of fertilizer use (thePM) is 10 kg. This makes it possible to see
what happens when the price of fertilizer is rediidelding the price of maize constant. If
the price of fertilizer were halved, for example MK250, then a new optimum level of input
use would occur when the MPP is 5 kg rather tharkd.0The lower marginal physical
product occurs further up the production curve, sayoint B, where fertilizer use and output
are both higher than they are at point A. Thusafgiven technology of production, lowering
the price of fertilizer should result in highertfezer use and higher output.
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This analysis is of course highly stylised and Iygedbes no more than show the predicted
direction of change that is expected to occurtifilieer prices are lowered. Taken on its own,
this would almost certainly turn out to be an exweplly expensive way of achieving
relatively small gains in output. In the real wordd the 1960s and 1970s, however, the
perceived problem was that most small farmers werteusing fertilizers at all. This was
partly thought to be associated with their unfaanity with cash inputs (coming from a
subsistence oriented economy), and partly withrthrbility to shoulder the risk of cash
outlays, in the event of subsequent crop failunptin 1968, Binswanger and Sillers 1983).
In effect, the task was to get farmers to move fpmimt Y; to point A in Figure 2.1, not from
point A to point B, but it was considered that l&estilizer prices (due to the reduction in risk
this would cause) might ‘jump start’ this procdsdgollows that even at this simple analytical
level, input subsidies have been regarded by dgriall economists as transitional policies,
only to be kept in place until the desired changdarmer input use were achieved, after

which they should be withdrawn.

There are, of course, other aspects of fertilizeclpase by farmers that are not captured in the
picture presented so far (Johnston and Clark 188&ed 1987, Tomiclet al. 1995). The
reliable and timely supply of fertilizer at rematgral depots is another aspect that in the
1960s and 1970s was considered a service thatitregysector would not cover adequately,
so the state often moved into fertilizer supply agement to ensure the availability problem
was addressed. Moreover, the purchase of fertilmaurs in a period of year (the new
cultivation season) when all but the best off srfediners lack cash. Therefore, the advance
of credit to farmers and their uptake of fertilizge inextricably linked. Many experiments
occurred (and continue to occur) with the provisadncredit to farmers to enable them to
purchase fertilizer. In the past, this credit wlHsrat subsidised interest rates. Many different
institutional models have been trialled, such assigiing credit and fertilizer from the same
organisation that purchases crops from farmergwally recoupment of the credit by
deduction of its cost from payments made to farnfi@rsheir output. This coordination of
different markets (in this case, credit, fertilizsrd output markets) is still today considered
by some experts a valuable feature of the pardstietan low income African countries, that
deserves reconsidering in cases where the privetéors fails to make the necessary
connections (Kydd and Dorward 2004, Dorwatdil. 2005, Poultoret al.2006).
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The adoption of new technology offers an even ggeorustification for input subsidies than

promoting greater input use with an existing tedbgyp. Using the same simple tools as for
Figure 2.1, an improvement in technology appeara shift upwards and rightwards of the
total product curve (Figure 2.2). The improvementdachnology means that higher output is
achieved for all different levels of fertilizer infp moreover, the new crop variety may be
more responsive to fertilizer than traditional etigs, and over a greater range of fertilizer
use. This is illustrated in Figure 2.2 by the seegope of the product curve, and a much
higher level of input use before maximum outpupAX) for a single variable input occurs.

The economic optimum input use for a given inpugauprice ratio occurs at a higher rate of
fertilizer use than under the former technologye Hame ability to shift farmers’ position

along the product curve by lowering the fertilipeice also, of course, applies.

Figure 2.2: New Technology and Stimulating a Leapertilizer Use
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Source: adapted from Ellis (1992, p.138)
The potential jump in output and fertilizer use idegd in Figure 2.2 is referred to in the
literature as the ‘dynamic disequilibrium’ reasasr implementing input subsidies (Ellis

1992, pp.138-140). Despite the potential offeredthsy new technology, illustrated by the
shift in the production function, farmers may caang to use no fertilizer at all, or stick to the
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level of fertilizer use to which they were accusemmwith the previous technology. The

purpose of the subsidy, as in the previous casevitithoped for considerably greater gains,
IS to overcome farmer reluctance to increase isgtiluse due to risk and credit constraints,
and to bring use close to the optimum fertilizejuieements for the new higher yielding crop
variety. As in the previous case, however, it is cansidered that this artificially low cost of

fertilizer should remain in place indefinitely. To so is to invite farmers to use fertilizers at
rates of application that go beyond the optimune iatlicated by the opportunity cost of

fertilizers to society (the world price of fertiées), therefore creating economic inefficiency.
Moreover, at the higher yields made possible by rieev technology, it is expected that
farmers would be unlikely to reduce fertilizer apation much if a phasing out of the subsidy

occurs®®

A further aspect of this logic that merits briefnsaeration is the potential of using the
producer price rather than the fertilizer pricales means of stimulating a change in fertilizer
use by small farmers (Quizon 1985, Sidhu and SIB&6). An implication of the efficiency
condition stated in equation (3) above is that $hme stimulus to increased fertilizer use
could in theory occur by raising the producer prias by lowering the fertilizer price.
However, this is by reference to an abstract mmwoemic model. In practice, small poor
farmers either do not engage in the market abaltteir staple food crop, or, if they do so, it
is only for a small proportion of their harvest ded to meet immediate cash needs. So an
output price rise would be filtered through comalexd trade-offs between subsistence and
sale, weakening its theoretical impact on the naditm to use more fertilizer. In addition,
producer price rises have broader unwanted effattdhe consumer price of food that most
governments would wish to avoid, so in this congari a fertilizer subsidy is a superior
policy instrument. This can also be shown usingtiglawelfare analysis (producer and
consumer surplus). An output price rise caused avekkare loss, whereas a fertilizer subsidy
under specified conditions regarding their effemtigss can be shown to produce a net welfare
gain (Barker and Hayami 1978).

In the 1960s and 1970s, input subsidies producedbla outcomes, especially comparing the

Asian and African experience. In Asia, such sulesidiontributed to rising fertilizer use and

' This depends on farmer response to fertilizerepcicanges once they have got used to usage levels
appropriate to the high yielding varieties whichyttare now cultivating.

'8 |n the Barker & Hayami (1976) analysis, producecgs are artificially raised by the government
paying farmers higher prices than the world mapkiet.
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yield increases which in the case of rice jumpegiloreally from around 1 to 4 tons per ha. In
India, fertilizer use increased from 0.8 milliomgoin 1965 to 7.7 million tons in 1983 (Desai
1986, 1988). In Indonesia, fertilizer use increagech 0.2 million tons in 1970 to 4.5 million
tons in 1986 (Hedley and Tabor 1989, Roche 1994\ ekheless these experiences also
illustrate the financial costs of keeping subsidieplace long after farmers have adopted new
varieties and the appropriate levels of fertilizergo with them. In the Indonesia case, the
fertilizer subsidy on its own reached 25 per cdralbgovernment expenditure by the early-
1980s (Booth 1989, Hedley and Tabor 1989). This was large, industrialising, oil
exporting country with plentiful and rising souragfsax revenue. The problem overlooked in
Indonesia was that a subsidy that seemed managealietilizer sales, say, of 0.5 million
tons, became quite infeasible when sales reacheilidn tons. This, of course, only applies
if unlimited supplies to meet demand are made abkil at the subsidised price, a

consideration that does not apply in the contenmgdvialawi case.

While in Asia input subsidies are seen as havingtrdmted positively to the Green
Revolution, and were in the end phased out or mdiwgth little subsequent loss in yields or
output, in Africa such gains were difficult to disa by the early 1980s (World Bank 1981).
Many factors can be identified that contributedhwitrying significance to the less positive
experience in Africa (Mellor and Ahmed 1988). Imyements in maize varieties were slower
and more fragmented than for rice and wheat in .Aslewise, irrigation (which ensures the
availability of water to plants during the periodl fertilizer applications) reaches only a
fraction of the cultivated food crop area achieiredsia. African governments had problems
financing sufficient supplies of fertilizer (espaity after the oil price crises of 1973 and
1979), resulting in rationing at subsidised pridésttilizer delivered by parastatal agencies
became widely associated with leakages (bags desaimg from trucks and warehouses), and
with too little being delivered to farmers too laBy the mid-1980s with the change in policy
sentiment towards market liberalisation underwaput subsidies in Africa became one of
the priorities for removal under the structuralustinent programmes of the international
financial institutions (Commander 1989, Shepher@9] Cornia and Helleiner 1994).

Rationing is an important issue in relation to pubsidies that is pertinent in the Malawi
case where deliberate rationing has formed thes lmdsiarious phases of input subsidy policy
implementation. In general, if insufficient suppgyavailable to meet demand at a subsidised

price, then rationing will occur. If this rationing unplanned, being caused perhaps by
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inadequate ordering of supplies, insufficient fioenor poorly functioning delivery systems,
then a rather anarchic scramble for access isylit@lprevail. Rationing causes a parallel
market to arise, which will price the input at savhere between the subsidised price and the
full market price for the restricted level of quigntavailable, depending on the strength of
demand at different price levels, and on the sgvesf the shortfall in availability’
Unfortunately rationing encourages corruption imlpusector supply chains (the temptation
to make side sales out of store increases, theegree disparity between the subsidised and
parallel market price) (Trivedi 1988). This alsewtably means that it is the better off
farmers who secure most of the restricted supiese only they can afford either the bribes

required in order to receive an allocation at thiesgdised price, or the parallel market price.

Malawi has followed several different variants dérmmed rationing of subsidised fertilizer
supplies since the re-introduction of input sukesdivith the Starter Pack Scheme (SPS) in
1998 (detailed in Chapters 3). Under Starter Pidekrationing took the form of allocating all
small farmers just enough fertilizer each to coOetr ha of maize. This was a universal
scheme, so equity in distribution was a key feafibann 1998, Blackie and Mann 2005b).
Starter Pack was succeeded by a Targeted InputdPnoge (TIP) in which a similarly very
small quantity of seeds and fertilizer were disitéal to a restricted number of beneficiaries,
designated as those poor but able to farm (LevyBardhona 2002, Potter 2005). In both
SPS and TIP it is likely that some recipients siieir allocations to better off neighbours
who were prepared to offer an attractive pricetli@m (Levy 2005a). Therefore some upward
‘drift’ towards better off farmers is likely to havoccurred. In the most recent agricultural
Input Subsidy Programme (ISP), rationing occursugh a coupon system (Dorwaedl al.
2008), and a discussion of its distributional feasus deferred to Chapter 5.

From the mid-1980s until the late 1990s, fertilizarbsidies became substantially less
prevalent in agricultural policy implementation ifrica. This occurred variably and
haphazardly across the continent with strongesstaste to external pressures occurring in
some countries than in others (Seppala 1998, Jetyae2002). The liberalisation period saw
significant falls in the proportion of public expiture devoted to agriculture, and a
generalised erosion and fragmentation in publigises to the sector. This was to be expected
given the external pressures placed on governnigntise international financial institutions

It imports of full price fertilizer are unrestrad then the border price would form the upper lioifit
this price range.
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(IFls) to decontrol markets and dismantle or pisatervice institutions. Many researchers
have interpreted emerging food crises in the 1988soriginating in these effects of
liberalisation (Gibbon 1992, Engberg-Pederstral. 1996, Bryceson and Jamal 1997). In
view of this enforced retrenchment it seems soméwlisngenuous that the international
narrative in the 2000s became one of African gawemts’ failures to invest in agriculture.
This has been reiterated in numerous strategic mdeots including the Millennium
Commission strategy to achieve the Millennium Depetent Goals (UN Millennium Project
2005), the DFID policy paper on agriculture (DFID0B), and the 2008 World Development
Report on agriculture (World Bank 2007b).

There seems little doubt that fertilizer use amorgygallholder farmers declined in the
liberalisation period (Bryceson and Jamal 1997)riddes experiments were tried to make
privatised full cost fertilizer more accessiblestoall farmers, for example by selling in small
quantities in rural kiosks. In the early 2000sefi@ subsidised input packages began to be
promoted by international NGOs in order to helprfars recover from drought or floods, or
deal with chronic food insecurity. Zambia introddcg government-led Food Security Pack
(comprising free fertilizer and seeds) in 2000 tridbsted through a local NGO called the
Programme Against Malnutrition (Jaye¢ al. 2006a). The World Bank and others began to
talk about ‘smart’ input subsidies, that would Ised to kick-start recovery in countries with
languishing agricultures, but which (as in the oldeguments) would be withdrawn once a
recovery was solidly underway (World Bank 2007bntiet al. 2008).

Taking this idea further, Morrist al. (2007) set out * ten commandments’ that shouldlgui
the implementation of market smart subsidies: ¢bpmte the factor or product as part of a
wider strategy that includes complementary inpuitd strengthening of markets; (2) favour
market-based solutions that do not undermine imgetfor private investment; (3) promote
competition and cost reductions by reducing basrier entry; (4) recognize that effective
demand from farmers is critical for long-run sus#dility; (5) insist on economic efficiency
as the basis for the fertilizer promotion effoi®) @mpower farmers to make the decisions
about soil fertility management; (7) devise an exiaitegy to limit the time period of public
interventions; (8) pursue regional integration ndey to benefit from economies of market
size; (9) emphasize sustainability as a goal whesigding interventions, and, (10) promote

pro-poor growth, in recognition of the importandeequity considerations. These are all very
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well but they imply perhaps an unrealistic coortioracapability over multiple objectives, as

well as neglect of the politics of subsidies.

In brief summary of the present state of affaing tise of subsidies to promote fertilizer use
in low income country agriculture currently seernshave a semi-legitimised status amongst
the IFls and aid donors, captured by the notiofmafrket smart’ subsidies. This reflects an
ambivalent view about their role, how far they didobe encouraged, and how to prevent

them from becoming too institutionalised.

2.2 Social Transfers

As touched upon briefly already in Chapter 1, dacansfers occupy quite a different policy
space from input subsidies. Social transfers dseaach of social policy, and are concerned
with ensuring the minimum welfare of the weakestl anost disadvantaged members of
society, while input subsidies are an agricultgawth policy. The two policy spheres are
therefore distinguished at a basic level by sotmhsfers being focused on consumption,
while input subsidies are focused on productiontelcent development policy discussion in
Africa, these distinctions have tended to be elidedising considerable confusion for donors,
advocacy organisations and governments. In paaticthe advocacy of ‘social protection’
has tended to cast a wide net, drawing in a braader of instances in which government in
some way ‘subsidises’ the lives of its citizensy amput subsidies have tended to get caught

in this net too.

This section reaches its own conclusion about thesability of conflating input subsidies
and welfare payments, but in the meantime grourdi$1¢o be covered concerning a number
of critical past and current features of sociahsfars. All societies must grapple with the
human and ethical problem of those members of gowbo for one reason or another are
unable to support themselves through their ownrisffdn traditional societies, the extended
family and the community were the site at whichlhssocial support occurred; however, in
the modern world the state also carries obligatimngnsure that none of its citizens are
wilfully left to perish, and this is enshrined ihet 1948 Universal Declaration of Human
Rights (United Nations 1948). The developed indalstountries experienced their own past
political struggles to achieve social transfersdisadvantaged or excluded social groups;
however, the scope, coverage and generosity of sanokfers remain debated issues, never
fully resolved in any country.
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Social transfers can be divided into various défgrcategories, distinguished according to
differences in their financing, coverage and natireeneficiaries’ eligibility to receive them
(Tabor 2002). A first such distinction is betweeransfers that do not rely on past
contributions for their funding, from those thae anainly funded through contributions paid
by their intended beneficiaries. Non-contributorgnisfers represent obligations taken on by
the state to support different categories of peapleeed, without prior payments made by
recipients. Such transfers tend to be referred the literature as ‘social assistance’ (Norton
et al. 2001). An example would be disability grants padll registered disabled people, or
an old age pension made to all citizens above taineage without prior contributions.
Botswana, for example, has a non-contributory $@&asion, introduced in 1996 (Casey and
McKinnon 2009).

Contributory transfers are transfers to which pedggcome entitled due to having made prior
payments into a scheme. Such transfers are refasrad ‘social insurance’, since they obey
the insurance principle that payments or ‘premiuans’ paid in order to secure a payout when
certain conditions occur. Contributory transfers aspecially associated with employment
and the formal economy. For example, occupatioeakipn schemes (including civil service
pension schemes) are contributory transfers oftifs. It is obvious that in a country like
Malawi, only a small proportion of the populatiom &overed by contributory transfers, since
the formal sector of the economy is small compam@dhe informal sector, including
customary small farmers. Since most poor and vabierpeople in an economy like Malawi
are not in the formal sector, most of the discussabout social transfers refers to non-
contributory transfers (ILO 2005, Samson 2009).l€xively, social assistance and social
insurance taken together are termed ‘social sgtufihis is the established term for social
transfers overall, superseded in the literaturthefpast decade by term ‘social protection’, to
which discussion returns shortly (Barrientos andhit¢u2008, Groslet al.2008).

A second important distinction regarding socialngfars is whether their recipients are
required to conform to any activities or obligasom order to receive the transfer. For
example, in food-for-work schemes, it is a requieetmof the receipt of a food transfer that
physical work is performed in a designated publmrks project, such as repairing a rural
road. In some countries, it is a requirement oégicof benefits that children attend school or

infants and young children turn up for regular dseat health clinics. Transfers that require
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activities or obligations on the part of their biciaries are called ‘conditional transfers’.

Those who require no such obligations are ‘uncoontd transfers’.

In contemporary developing countries, conditionastc transfers (CCTs) are the norm for
social assistance in the Latin American regionead] two of the best known contemporary
social protection programmes in developing coustrage Bolsa Familia in Brazil and
Oportunidades in Mexico, both of which are CCT4g thrpose quite strict obligations on their
recipients in terms of school and clinic attendaffiszbeinet al. 2009). In sub-Saharan
Africa, the work condition is clearly present irotbfor-work or cash-for-work schemes, but
in other respects the balance of argument to daseténded to be in the direction of non-
conditionality for social transfers. The reason fiois is that school and clinic provision in
rural areas of poor African countries is not coastd robust enough (in quantity and quality)
for imposition of Latin American type conditions b a worthwhile option (Schubert and
Slater 2006). Nevertheless, Ghana has a povergeted social assistance scheme called
Livelihoods Empowerment Against Poverty (LEAP), désed in more detail shortly, which
imposes such conditions on scheme beneficiarieng&a 2009).

A third factor that distinguishes different sodiensfer approaches is the way eligibility for
receipt of payments is determined. This is callee targeting dimension. Targeting is a
potentially costly component of the overall opearatiof delivering social transfers. For
example, means-testing, which seeks to measuri@t¢bhme or wealth of individuals in order
to decide whether they should receive transfemarsicularly difficult to carry out in a non-
formal economy with no record of people’s earningsavings. Means-testing is one amongst
an array of devices for separating eligible fromm+edigible potential recipients of a social
transfer. One particular category of social trarssfethose organised in the form of food-for-
work or cash-for-work — relies on the preparedrgssdividuals to turn up for manual labour
at a wage rate (or food equivalent) below the ntawkage in order to select beneficiaries.
These are ‘self-targeted’ social transfers, whiehich the administrative cost of beneficiary
selection by individuals themselves deciding whetrenot to participate (Coadst al.2004).
However, in conditions of unexpectedly widespreadder, such as might occur in a country
like Malawi due to a shortage of maize in the magad unusually high lean season prices,
there may be more people turning up for food-forkwor cash-for-work schemes than the

amount of work available. In this case, work mustrationed and other targeting methods
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such as selection by community leaders, or by gallavelfare committees, are used to

supplement self-selection (Chirwa 2007).

Social transfers that do not require a targetinghotk (other than the basic designation of a
type of beneficiary) are often referred to as ‘@nsal’ transfers. For example, social pensions
where all people above a threshold age (such as 68) are entitled to receipt of the transfer
are a universal benefit. However, in the receantature, this use of the word ‘universal’ tends
to be considered unsatisfactory since it perhagmgly conveys the idea that everyone in
society is eligible for the benefit. For this reasthe term ‘categorical’ transfers is preferred,
since the transfers are actually to a categorpoksy such as older people or young children,
or disabled people (Kakwani and Subbarao 2005s Ri11). In southern Africa, there are
several countries that have categorical socials@sse programmes. For example, South
Africa, Lesotho, Swaziland, Botswana and Namibiehal’e social pensions; while Namibia
and South Africa also have child support grante pénsion in South Africa is means-tested
(Casey and McKinnon 2009, Ellet al.2009, Klasen and Woolard 2009).

As already introduced in Chapter 1, much of thewssion about social transfers in southern
Africa in the 2000s, including in Malawi, has besmout targeting them to the poorest and
most vulnerable members of society. The specifidh® Malawi case are traced in Chapters
3 and 6 of the thesis; however, some of the genesaés that arise are worth exploring in a
preliminary way here. The notion of providing sodi@ansfers to the extreme poor in sub-
Saharan African countries seems to have arisen feweral different directions. One such
direction has undoubtedly been the desire of iatt@nal agencies, bilateral donors and
governments to make progress towards the MillenniDevelopment Goal of halving

countries’ poverty rates by 2015 (Barrientos andnt¢u2008, Groslet al. 2008). In parts of

the world (principally sub-Saharan Africa) whereogness towards this goal was barely
discernable in the early 2000s, all stakeholdex® ltast around for policy levers that might
provoke some greater forward momentum to occuriabtransfers to the poorest represent

one such, previously relatively unexplored, option.

Another impetus towards poverty targeted transhas already been outlined in Chapter 1,
and this was the increasing reliance of certainntraas in eastern and southern Africa on
emergency food transfers, not just on an intermtitt&sis, but almost every year in the late-
1990s and early 2000s. It began to occur to thogalved in implementing these emergency
operations, as well as the donors funding thent,ahsagnificant proportion of such transfers
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were to the same populations and social groupsaféar-year, implying a chronic rather than
temporary proneness to food security failure. Iswen quite a short step to argue that
chronically food insecure people should be suppolte routine and predictable transfers
rather than emergency operations. This thinking alsincided with a growing disaffection
with the readiness with which donors funded, andntdes were prepared to receive, food
aid. While an earlier literature criticised fooddas a form of dumping of unwanted food
surpluses by the US and Europe, as well as fonetgtive effect on local food markets
(Maxwell and Singer 1979, Singer 1987), the moreme literature focuses on its costs and
effectiveness at dealing with repeated and preaetdood security crises (Barrett and
Maxwell 2005). In particular, emergency food opienas incur significant delays between the
decision to go ahead and the arrival of the foodammunities needing help, with the result
that significant mortality especially amongst thieygically weakest members of society
occurs before the food arrives. In addition, thetaof delivering food from international
markets (or storage warehouses) to remote rurakanepoor countries is very considerable,
making food aid one of the most expensive ways a@ivering a benefit (representing a
particular level of calorie consumption) to recigidamilies (Dearden and Ackroyd 1989,
Clay et al. 1998, Maxwellet al.2008).

Yet another factor provoking interest in povertygtted transfers in the past ten to fifteen
years has been the rise of families lacking abldidib labour to generate sufficient

livelihoods, or burdened with high ratio of depentderelative to the number of active adults
in the household. The chief cause of such circumes® in southern Africa has been the
growing prevalence of HIV infection, resulting ewaally in AIDS-related illnesses and

mortality, as well as a steep rise in the numbearphans in society. The HIV prevalence rate
and other pertinent data for southern Africa, idobg in Malawi, is summarised in Table 2.1
below. This reveals HIV infection rates in the ddgadpulation varying between 11.9 per cent
in Malawi and 26.1 per cent in Swaziland, and orphambers reaching 4.2 million in the

region as a whole by 2007 (UNAIDS 2008).

The rising incidence of AIDS-related deaths in keut African countries by the early 2000s
led to the proposition that this might be a cru&alor reducing the capability of populations
to cope with external shocks. This proposition basn termed ‘new variant famine’ due to
certain features that distinguish it from ‘old fan@s’, principally associated with the onset of

droughts (de Waal and Whiteside 2003). The comgaris summarised in Table 2.2 below.
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The starting point is risk management, and it isppsed that whereas drought risks are
anticipated in the custom and design of farmingesys in Africa, HIV/AIDS risks most
decidedly are not so, because the risk is newstohcal terms, and less than a generation has

had the chance to learn from the experience afdiwith HIV/AIDS.

Table 2.1: Major HIV indicators in selected couesrin Southern Africa

People living | HIV prevalence Life cﬁ"?}i;}g
Country with HIV 15-49 years expectancy P
(000) (%) (Years) UL YR
(‘000)
1990 | 2007 | 1990 | 2007 1990 | 2007 2007
Lesotho 5.9 270 0.4 23.2 59,2 447 160
Malawi 90 930 2.1 11.9 49.2 523 550
Mozambique 94 1500 1.4 12.5 43.3 47.8 400
South Africa 160 5700 0.8 18.1 61/4 51.4 1,400
Swaziland 3.9 190 0.9 26.1 60|4 45.3 56
Zambia 360 1100 8.9 15.2 511 44.5 600
Zimbabwe 710 1300 14.2 15.3 60,8 43.1 1,000

Source: compiled from statistics contained in UNAI(2008), UNICEF (2010)

Both old and new food security crises possess smpmg strategies in common, but others
differ markedly. In particular, adults consumingdefood is a viable strategy if they are
healthy but is not an option for adults made illANDS; asset sales for coping leaves labour
and its skills intact after a shock, while AIDS tps labour and its skills; labour- intensive
livelihood activities continue up to moment thatnar strikes in previous crises, but are
increasingly neglected in AlIDs households, reducesgjlience. Once hunger seriously takes
hold, additional differences can be observed. évious food security crises, mortality occurs
mainly amongst children and the elderly; the depeang ratio falls; and more men die than
women. In AIDS crises, mortality mainly strikes Wwimg age adults, the dependency ratio
rises, and more women die than men. Finally, agndivelihoods in the past recovered from
droughts and other weather-induced crises, an@dlsoeiworks that were drawn upon in order
to cope were rebuilt. However, the prevalence dd@lmay make agrarian livelihoods as
currently structured unsustainable and social netsvbecome overburdened by caring for

orphans.
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Table 2.2: The New Variant Famine Hypothesis

‘Old Famines’
(or previous effects of shocks)

‘New Variant Famine’
(or new effects of shocks)

risk of drought is built into farming
systems

risk of HIV/AIDS is not built into
farming systems

food rationing as coping strategy
widespread

food rationing not possible for people ill
as a result of AIDS

asset sales for coping leaves labour an
its skills intact

dthe labour asset is depleted, and skills
knowledge lost

and

labour-intensive operations continue
before the crisis and can be resumed
afterwards

labour-intensive operations are neglect
before the crisis, reducing resilience

mortality mainly young and old

mortality mainly economically active
adults

more men die than women

more women die than men

dependency ratio falls

dependency ratio rises

social networks can be rebuilt

social networks siretched by orphang

agrarian livelihoods recover

agrarian livelihoods ansustainable

Source: adapted from Ellis (2003)
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A detailed picture of the AIDS pandemic and its remay-wide impacts in Malawi in the
early 2000s is provided in Conrey al. (2006). In this edited collection a particulag@ment
about the impact of HIV/AIDS on agriculture andeliivoods is made by Whiteside and
Conroy (Chapter 4) including an estimate that taedemic adversely affects the lives of 85
per cent of the population who draw their livelidsofrom agriculture. In particular, labour
scarcity resulting from the pandemic means thdicatifarm activities cannot be conducted
on time and fully. Also, since seasonal food avmlity depends on availability of labour to
undertake ganyu (casual labour) as a coping syatéy/AIDS undermines this household
capability and increases vulnerability. Vulnerdpilto hunger and AIDS in Malawi also
presents gender dimensions as women resort tatptmst as a coping mechanism (Conroy
2005).

The discussion of the deleterious effects of HI\DAI on household demography and food

security leads into consideration of the eligilgikiriteria for poverty targeted social transfers.



The impossibility in practice of means-testing venor people in rural low income country
settings has meant that aid agencies and goverrimagattended to develop proxy criteria for
the extreme poverty that they wish social transteraddress. These proxy criteria tend to
focus on household demography; for example, theldtep of the household (households
headed by elderly, widows, orphans, or childreh humber of orphans cared for by the
household; and the dependency ratio of the houdefmimber of dependents divided by
active adults aged 18-64). In addition to demog@adictors two additional indicators are
common in poverty targeting. One of these is lackand for farming, and a second is direct
observation of food insecurity stress as shown Hey family reducing meal size or only

having one meal per day (Maxwell al. 1999).

Having developed proxy criteria for extreme poveatyd deprivation, the question remains
how best to conduct the selection of beneficiamesommunities (Elliset al. 2009, Ch.3).
Unfortunately, beneficiary selection is prone toohia hazard’. For example, village leaders
may fill up beneficiary lists with their own relaéis (an occurrence termed ‘elite capture’), or
households may modify their composition in orderfudfil the criteria that have been
publicised (suddenly an unexpectedly high numbédroafseholds turn up filled with orphans,
or elderly widows etc.). In order to overcome eli@pture, aid agencies have tended to
gravitate towards community selection methods &wgeting those most in need (Conning
and Kevane 2002). This entails first creating dagigé or community welfare committee (if
one does not already exist), then charging thisrnoiti@e with the task of drawing up a
beneficiary list, according to a chosen set ofecidt Ideally, this list is then taken back to a
general village meeting for verification. Howeveyen with these checks and balances,
transfers can create contrary behaviours in comtiesniFor example, beneficiaries may be
put in the position of having to ‘share’ their bétseewith the committee members who put
them on the list. The complexity, cost, and ambigu@utcomes of poverty targeting
processes contribute to a set of arguments in favbuniversal or categorical targeting, the
additional costs incurred by complete coverage deconsidered preferable to the
inaccuracies of attempts to narrow down unduly ribenber of beneficiaries (Coaddt al.
2004).

The foregoing distinctions suggest a typology traups social transfers according to some
of the key features that they do or do not share 8uch type comprises ‘safety nets’ (see

below) that do not impose on government any futureong term obligations regarding their
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provision, and which are mainly funded by donorshairltilateral agencies like the World
Bank. Another type is categorical transfers thabive routine monthly payments to their
beneficiaries, and are usually legislated by theeguments that provide them, and are
therefore entitlements on the part of the citizef® qualify to receive them (pensions and
child support payments are this type). A third tyge poverty targeted transfers which
hitherto have mainly comprised pilot programmesdioh by donors, and where the chief
difficulty as seen from the donor perspective isspading governments to scale them up and
institutionalise them as long term budgetary commaiits.

Amongst these social transfer types, not much babgen said about the safety net approach.
Safety nets made their appearance on the sociaypsthge in Africa in the mid- to late-
1980s as a response to predicted transient haradsbgied by structural adjustment and
market liberalisation programmes. The World Ban&amee a leader in promoting safety nets,
following the critical stance on adjustment takgntte 1987 UNICEF booRdjustment with

a Human FacdCorniaet al. 1987). Following earlier debates in India abowt difficulties of
identifying those most adversely affected by ecoieoand social change, the ‘self-targeted’
public works programme became the dominant modelttics type of social protection
(Subbarao 1997, 2003). In this model, individualsowiurn up for food- or cash-for-work
projects receive a wage which is below the markagevfor that time and place, thus
discouraging the participation of all but those weely unable to secure income from other

sources.

In sub-Saharan Africa, public works programmes wiiee most prevalent form of social
protection in the 1990s, with the exception of w feountries of southern Africa. Public
works programmes require planning and designingcaabkproject (e.g. repairing or building
a rural road), overseeing the quality of the woetfgrmed, and making decisions about
eligibility if supply of labour seems likely to aitip the workplaces available. Beneficiary
selection in the latter case re-enters the pictither as a top down administrative decision, or
through consultation with local key informants (e.gllage leaders), or through a
participatory process of beneficiary selection. Sehalifferent selection methods evolved

sequentially during the 1990s and 2000s.

Public works programmes have known flaws. Theyexgensive to set up and administer,
and comparative cost studies show that they arengshdhe most expensive ways of putting
a dollar in the pocket of someone in need (upwafddS$1.40 to provide US$1.00 benefit,
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as compared, for example, to US$1.05 to provide LE$benefit for some social pension
programmes) (Elli®t al. 2009, p.90). Their requirement for physical labexcludes access
by those lacking able-bodied labour in the housthwho are often those most desperately in

need of social support.

Nowadays, public works programmes remain a widespsolution to providing relief for
rural families experiencing food and other deprivas in the lean season before the next
grain harvest. Indeed, the largest public workggamme in Africa is at the centre of the
Productive Safety Nets Programme (PSNP) in Ethiegi&ch routinely provides cash- or
food-for-work in the lean season to 7-8 million pEo(more on which below). In this form,
safety nets have become quite sophisticated, taimdpoard newer ideas of ‘predictable
funding for predictable needs’ (as outlined in Cleapl), as well as seeking to bolt on
additional components (e.g. agricultural suppartpider to assist beneficiaries to ‘graduate’

in future years.

Nevertheless, a critical distinguishing featuresafety nets is that they remain temporary
structures, outside the main business of governma@ut not implying a future social security
obligation on the part of the state. Confusinghg World Bank has taken to calling safety
nets ‘social protection’ while retaining a standeagoiding institutionalising social security
(see, for example, Grogdt al. 2008). Funding for social protection was a majgnponent of
the Global Food Crisis Response Programme (GFRPY)mséy the UN in response to the
food and financial crises of 2007-09 (McCord 201&). examination of the US$1.2 billion
spent from this fund up to April 2010 shows thatféwythe majority of disbursements were to

temporary food-for-work or cash-for-work programn(@éorld Bank 2010a).

Three contemporary social programmes in Africastilate the current state of play in social
transfer thinking in the continent, although legist entitlements like pensions are not part of
these examples. The first described briefly heréhés Productive Safety Nets Programme
(PNSP) in Ethiopia (IDL Group 2007, Devereatkal. 2009). Food insecurity in Ethiopia is
mainly chronic in nature. Around 7-8 million peodlH per cent of the population) require
assistance every year irrespective of agricultunaicomes, and these numbers increase
steeply in drought years. In the past no distimctias made between chronic and transitory
hunger, and almost all transfers to those in needewnmet through annual emergency
responses. The PNSP was established in 2005 witlerfid impetus by the ‘donor group’
that had hitherto been responsible for funding gercy food aid (principally, World Bank,
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EU and DFID). It addresses chronic hunger in a inyelar programme with an agreed
forward budget over a five-year cycle (it is cuthgimn 2010 at the start of its second cycle).
Transfers to beneficiaries are for a maximum ofrsonths in the lean season. Transfers may
be in food or cash, or can be switched between oasbod mid-season (latterly, recipients
have expressed a strong preference for food owar f@lowing steep food price rises in
2008-09). It has both a public works (conditionnsfer component and a direct support
(unconditional) component, although the latter cagpplies to households lacking able-bodied
labour (about 10-15 per cent of all recipient htnad@s). The core public works component is

not self-targeted, beneficiaries being selecteddrmgmunity targeting.

The PNSP is essentially a hybrid of the safetyamet poverty targeted social transfer types
delineated above. It is also, however, illustratofeanother factor, not yet discussed, that
worries African governments about social transfé@tss is the concern that recipients will
become ‘dependent’ on transfers, creating a long @nd cumulative burden on the state.
The worry about dependency leads to the notion sh@port to beneficiaries should be
temporary, and they should ‘graduate’ from req@riransfers after an interval of time. In the
PSNP there is an expectation that recipients shgnalduate after three years, with the help of
complementary public investments in agriculturatelepment. However, the conditions for
graduation have proved difficult to pin down, amdumusually large caseload of households
needing support in 2008-09 (10-11 million peoplegamt that hopes of graduating a
significant proportion of the regular 7-8 millionemeficiaries in that season failed to

materialise.

A second illustrative case study is provided byHktumger Safety Net Programme (HSNP) in
Kenya, initiated in 2009 (Irunget al. 2009, Devereux and White 2010). In the semi-arid
northern districts of Kenya, about 1.5 million pkopre regarded as a predictable caseload
requiring assistance every year. It was estimate@007 that a predictable cash transfer
would cost donors or the government less per peassisted than food aid (US$55 against
US$79)(Elliset al. 2009, p.59). DFID decided to trial the fundingasf unconditional cash
transfer over a 10-year period, with a total budget S$245 million. Transfers in the HSNP
are regular, throughout the year, and will evermyua¢ made to 60,000 households (300,000
people) which is about 20 per cent of the estim&béal number of people needing routine
support. It is hoped that other donors and the Keggvernment will come on board to

expand the programme in the future.
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The HSNP is a poverty targeted transfer, and atjhoii is the largest of its kind it is

essentially a cash transfer pilot, which is notiiag8onalised in the Kenya government. Its
chief innovation has been the use of electronitirtetogies for the transfer of funds to
beneficiaries, thus overcoming leakage and secuptgblems that would inevitably

accompany the physical delivery of cash to beraifies in remote (and in northern Kenya
sometimes lawless) rural areas. In the HSNP, Ishap and kiosk owners in the districts
covered by the scheme are issued with point-of-sidgices connected by satellite
communication to a bank called the Equity Bankha tapital, Nairobi. Beneficiaries are
issued with a smartcard, charged up with their imigrdallowance, and this is inserted in the
point-of-sale device against a thumbprint and Pl¥hber, for payout by the trader or kiosk
owner who is designated as a pay point in the progre. The point-of-sale device
automatically communicates the transaction to &igpbank account opened in the trader’'s
name in the Equity Bank so the trader is then teddwith the transfer plus a 2-3 per cent

service charge (Vincent 2010).

The third illustrative case study is the LivelihgoEmpowerment Against Poverty (LEAP)
programme in Ghana, mentioned earlier in this sactlfhe LEAP programme is also a
poverty targeted transfer, aimed at the destituteear destitute, with tightly specified proxy
criteria for extreme poverty. However, unlike HS{Rd also PSNP), LEAP is funded by the
Ghana government from its own resources, and hasgaeed budget line in planned
government expenditure. It is therefore semi-insbhalised in the sense discussed earlier of
a government taking on the obligation of ensuriogtimuity of transfers into the future.
However, it is not legislated as an entitlementie same way as social pensions are in some
southern African countries. LEAP is also a condisibcash transfer, reflecting perhaps the
hiring of Brazilian consultants during the periodhem it was being devised. Conditions
comprise birth registration of children, enrolmehtfamily members on the National Health
Insurance Scheme, not allowing child labour, andds®y children to school. LEAP was
launched in March 2008, with coverage of 15,000skbolds in 50 districts. By May 2009,
LEAP had was benefiting about 26,200 household§4ndistricts (out of 178 districts
nationally). The Department of Social Welfare (DSW)the Ministry of Employment and
Social Welfare (MESW), which manages the programamas to reach 165,000 households
in 138 districts by the end of 2012 (GovernmenGbiana 2007, Sultan and Schrofer 2008,
UNICEF 2009).
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These three programmes in different ways raise@atemg points for the future of social
transfers in sub-Saharan Africa, which also infeeethe development of ideas in this thesis.
A critical issue is whether or not governments dedo take on social transfers as their own
responsibility, and Ghana represents an unusual @athis happening, leaving on one side
for the moment social pensions in some southeric#idrcountries listed earlier. A second
issue is the amount of the transfer (either casfoad equivalent). This has varied in these
examples from US$3.50 per month (Ethiopia), to UH® per month (Ghana) and US$10
per month (Kenya)® A third issue is whether or under what conditiémsd or cash makes
the best form of transfer to beneficiaries. Thiserned to later in the thesis, but it can be
noted briefly here that cash transfers require wgrkood markets and stable food prices, for
otherwise the value of the transfer is eroded dygifood prices. In Ethiopia, the preference
of beneficiaries for food became overwhelming duhts reason in 2008-09. This also places
doubt, of course, on the enthusiasm for cash tbatirhted policy discussion in the mid-
2000s (Farrington and Slater 2006).

2.3 Social protection, vulnerability and agriculture

In this chapter so far, the term social protectias only been used in passing, without placing
too much weight on it as an umbrella term for dotiansfers and other services and
regulations protecting the welfare of a countryitizens. In this section, the term is given
more substance, and in addition links are madedstvgocial protection and vulnerability, as

well as with agriculture.

It is not entirely clear when and where the terroia@oprotection originated, but there is no
doubt that by 2005 it had become the dominant espra used to describe social welfare
policies in developing countries. This has causexblpms for governments as well as for
welfare advocates. Governments tend to be famwigin older terms like social welfare or
social security, and they often have departmentsoofal welfare (or agencies with similar
titles) located in a major ministry like the Mimgtof Labour or Ministry of Health or
Ministry of Community Services. For governments thfficulty is not being certain where
the reach of social protection begins and ends, thedefore what the likely costs and
obligations would be if they were to espouse aaqmiotection policy. For aid agencies and

advocacy organisations, the broadness of the tesnbeen something of a double-edged

'8 These figures refer to actual or planned payniariteese programmes in the period 2008 or 2009, and
may have changed subsequently.
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sword: on the one hand they have been able to dmatfigsorts of progressive welfare ideas

into policy debate under a social protection ruboic the other hand this has made the term
imprecise and unwieldy, and has created precideydistrust on the part of government

officials that they would have hoped to avoid.

In Chapter 1, a widely accepted definition of sbpi@tection was provided. This focuses on
transfers and on protecting the rights of marggealipeople. In a well known article written
in 1994, Guhan (1994) proposes that social pratectias prevention, protection and
promotion roles (the 3Ps). In this, prevention neféo preventing asset disposal by
households when disaster strikes, so that theyr@zover their former livelihood resilience
more quickly once the crisis has passed. Proteatidars in a straightforward way to
protecting the minimum consumption needs of pooharnnerable people. This clearly needs
to be timely, and is therefore best done as a pldnntervention, rather than waiting until
people are already in distress before acting. Thigne way in which social protection is
distinguished from emergency responses. Promotadars to providing people with the
means to strengthen and improve their livelihoad$he future. It is under the ‘promotion’
rubric that policies such as free input packagessubsidised fertilizers, came in certain

quarters to be regarded as social protection.

Much of the difficulty about the scope of sociabjaction seems to stem from confusion
between protection as the outcome of a range a€ips] and protection as a set of policy
instruments. The inclination has been to treatimdtruments that involve any sort of
subsidised service or transfer from government utige ‘social protection’ rubric, even if
such instruments fall under the competencies of ymdifferent government ministries.
However, this mixes up ways of achieving a desolegctive with the objective itself. Social
protection as an outcome can be achieved by a raihgelicy interventions, not just social
transfer instruments. For example, the social ptmte of someone chronically ill due to
AIDS requires a food or cash transfer, yes, bud aeds other services (medical supervision,
anti-retroviral drugs, special diets, care in tbenk). Likewise the social protection of a small
poor farmer may be contributed to by input subsidieutput price stabilisation and food

security stocks, but these are all agricultural,sozial welfare, policy instruments.

¥ This paragraph benefitted from a discussion with supervisor, Prof Frank Ellis, regarding the
difficulties for this thesis of the broad scope dise much of the literature for the term social
protection.

45



In this thesis, the basic definition of social gaton provided by Devereux & Sabates-
Wheeler (2004) is accepted, but with the provisat tands should not be confused with
means, and because an instrument may ultimatelyowepthe welfare of its recipients this

does not necessarily make it a ‘social protectiorstrument. Hence, agricultural input

subsidies are not treated as a social protectistrument in this thesis, even though the
Malawi government has at times found it convententepresent its ISP as social protection
rather than agricultural policy to make the progmemmore palatable to social protection
oriented donors (Government of Malawi 2008i). Aset of instruments, social protection

includes social transfers (social assistance awdlsmsurance), and possibly employment
protection and health and safety in the workplaméh¢ugh these may equally be called
labour market policies). It may also include righated entitlements to certain transfers (such
as pension rights), where countries decide to letgithem. A substantial branch of the social
protection literature is concerned with the rigatguments for adoption by governments of
regular social transfers to the weakest membersooiety (Sabates-Wheeler and Devereux
2007, Munro 2008).

In the low income, mainly agrarian, economies aftea and southern Africa, the majority of
vulnerable people are small farmers or landlesssélonids living in farming communities

(Jazairyet al. 1992, ACF 2008). This makes their social protec{@s an outcome) especially
difficult to achieve, because food deficit smalinfi@rs are a large proportion of all small
farmers (around 60 per cent according to some as#sh the extent of functional

landlessness is difficult to pin down, and theseegaries of the population are especially
prone to moving into and out of poverty accordiagsiall variations in livelihood outturns

from one year to the next.

Starting in the mid 1980s, a literature (e.g. Caefipb984) began to appear suggesting that
traditional means by which poor families dealt withisfortune in poor, mainly rural,
countries were severely eroded, creating consitkerghps in coverage (Morduch 1999,
Jonathan and Manohar 2002). These traditional stppystems were referred to as
‘traditional coping’ or ‘informal insurance’, and was considered that gaps in these pre-
existing institutions were becoming more prevalewer time. The term ‘coping’ in fact
originates in the famine literature of the 198Qg.(€orbett 1988) and refers to the behaviours
adopted by families when confronted by an advers®ls to their livelihoods, including

obtaining community help, borrowing from relativesglling movable assets (especially
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livestock), temporarily migrating in search of wagerk, eating non-customary and wild
foods, and reducing the number of meals consumeddag (Devereux 1993). In later
development of this concept, bodx anteand ex posttypes of coping were identified
(Alwang et al. 2001). The former comprises building up assetaigbbold) and nurturing
reciprocal obligation (kin and community), whileethatter involves running these down after

the shock has occurred.

It follows from these ideas that ‘informal insura@hcomprises two rather different processes.
One is an individual household process of buildagings, stores and other assets that help
the family withstand unforeseen adverse events.ofther is a social process of reciprocity in
which there is cultural understanding that helpegivo a family in need today will be repaid
in the future if the giver should run into difficutircumstances. The strength of purported
social reciprocity was debated in earlier literatuion the peasant economy (Scott 1976,
Popkin 1979). There is, of course, crossover aretlap between the individual and social
spheres in regard to these processes. The househatdelastic concept in which extended
kinship relations play a vital role, and these témghermeate into the broader social sphere,

especially in smaller and more tightly knit comntigs.

Research in the 1990s pointed to important linategiof informal insurance, especially when
entire communities are repeatedly placed undelitived stress. There is no intrinsic reason
that traditional coping should have equalising @feamongst community members. For
household level coping, it is found that better lnduseholds are able to cope better with a
crisis of equal magnitude than a poorer househiis is because the same level of asset
erosion will comprise a smaller proportion of tlodat assets of a richer as compared to a
poorer household. Moreover, most social reciproggtystrongly kin based rather than
genuinely involving the ‘wider community’, again areng that having wealthier relatives
places the individual or household in a strongesitmm than having poorer relatives. With
respect to repeated widespread shocks such ashiroudloods that adversely affect all
members of the community, these reduce the capabibf community members to respond
to the difficulties of others since they must sdoenthemselves to resuscitate their own
livelihoods (Platteau 1991, Carter and Maluccio@®afchamps and Lund 2003).

Thus another important entry point to contemporhsgussions of social protection in Africa
has been a perception that long term, socially elade ways that rural families have dealt
with livelihood risks and shocks in the past haeelihed in effectiveness markedly over the
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past two decades. At the household level, recurstinicks deplete family assets, with
incomplete recovery occurring between shocks sdé tha capability of households to
withstand adverse circumstances is depleted owe. tAt the community level, recurrent
widespread shocks (drought, floods, civil confliegsults in the weakening and eventual
disappearance of reciprocal transfers. Researchoumtries like Malawi, Tanzania and
Ethiopia shows that the frequency of shocks in@@as the 1990s and early 2000s such that
many rural households experienced a mixture ofgmaisor large scale shocks every annual
cycle (Dercon 2002, 2005). In southern Africa AlD®rbidity and mortality were a key
factor at the household level, and recurrent adversather events (too little rain, too much
rain) occurred in the ten-year period 1995 to 2(f@®w~ever, weather seems to have been

more favourable in the most recent period).

Seasonal price changes represent a particulacultffifor food deficit small farmers, and a
substantive regular annual cause of heightenecexalbility to hunger is the extent to which
food prices rise in the lean season before the Im@xtest. The importance of seasonality for
vulnerability was established in a much earlieerature (Chamberst al. 1981). In West
Africa, for example, there is a seasonal pattermafe migration to cities which serves the
dual purpose of ‘removing mouths to feed’ from tiesident household and securing cash
income for food purchases (Toulmin 1992). In Etmgpproneness to hunger is highly
seasonal, and the policy response in the formePINSP provides food or cash transfers just
for the lean season. In Malawi, the majority ofdegor-work or cash-for-work programmes
have been seasonal in character (see Chapteri®. d@asonality causes evident difficulties
for regular cash transfer programmes, regardingutheunt of the transfer (and its purchasing
power over food at different price levels), or wiet alternatively, indexing of the amount of
transfer to the food price should be consideredeXperiences of cash transfers (including
pensions) so far in African countries, price indetahas not been contemplated due to its
administrative complexity. An exception was a sherin intervention in Dowa district of
Malawi in 2006 called the Dowa Emergency Cash Tean®ECT) scheme implemented by
the NGO Concern Worldwide with funding from DFIDhieh indexed cash transfer amounts
each month to the price of maize (Davies 2007, Bmwe 2008). This worked moderately
well, but beneficiaries were somewhat nonplussednitheir benefit level fell for the last two
months of the scheme due to a fall in the priceaize just before the next harvest.
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The significance of seasonality, as well as thergdence of food-deficit small farmers, links
vulnerability and social protection very firmly &griculture. This set of interactions has been
examined recently at a conceptual level by severs¢archers (e.g. Holmed al. 2007,
Devereux 2009, Dorwaret al. 2009). These authors distinguish the various veaygulture
and social transfers can contribute singly or Jgita the achievement of social protection as
an outcome of different combinations of policiesver different policy scenarios are
distinguished, denominated as (1) social protectrom agriculture (agricultural support
policies of various kinds succeed in achievingllih@d security for nearly all rural families);
(2) social protection independent of agriculturec{al transfers of various kinds are directed
at protecting the consumption of the most vulneggh{3) social protection for agriculture
(market-based crop insurance instruments); (4)asqmiotection through agriculture (free
input transfers to the most vulnerable to achiehartlivelihood security); and (5) social
protection with agriculture (agricultural input sidies mainly benefitting non-poor farmers,
but with beneficial side-effects for the most vubtde including lower food prices, and

labour hiring by better off farmers).

These are useful distinctions, but they leave dperprecise combination of policies that are
likely to have the greatest traction on reducingnetability given the circumstances of a
specific country. In any specific case, it becorgscal to know (a) just who in the rural
economy benefits from an input subsidy of a givemant, delivered in a particular way; (b)
just how strong are the indirect effects on thasewhom the subsidy makes little direct
difference to their food security (i.e. in terms lofvering or stabilising food prices, or
creating more work at higher farm wages); (c) hber ¢tosts of creating these indirect effects
compare with the costs of direct transfers to thmes or closely overlapping social groups;
and (d) the extent of vulnerable people missedeaotitely by agricultural interventions (for
example, the elderly, the disabled, households ingclable-bodied labour etc.). It is
admittedly beyond the scope of this thesis to gitetm resolve these unknowns entirely for
Malawi. Yet progress can certainly be made on sofrthem, which is what the thesis hopes

to achieve.

2.4 Summary

This chapter has examined past and contemporans ided experiences in the areas of
agricultural input subsidies, social transfersjaqarotection and vulnerability, in order to get
a grip on the key factors that need to be takemactount in assessing the policy approaches
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taken in Malawi to tackle the recurring problemwoiinerability to hunger. The chapter is
mainly pitched at a general level, not specifictite Malawi case study, since the latter

constitutes the subject of the next chapter andesieof the thesis.

The economic logic and history of input subsidieddw income countries is traced. It is
noted that the historical experience of input sdilesi was quite different in Asia (where
generally they are regarded in hindsight as hawagle a useful contribution to the Green
Revolution) to Africa (where they were regardedfaided policies in the 1980s). More
recently, their reputation as having a role in stating agricultural growth in Africa has been
partially rehabilitated. This follows from a measwof success in the small-scale delivery of
free input packages (mainly by NGOSs) in African coies confronting severe food security
problems, as well as apparent success achievedeolarger scale in a few countries which
have re-introduced them as national policies, arsbadnich Malawi is the focus of much
attention. This rehabilitation has been encourdgethe contemporary international focus on
achieving yield gains in African agriculture, inding NEPAD’s Comprehensive Africa
Agriculture Development Programme (CAADP) and tHkaAce for a Green Revolution for
Africa (AGRA) (NEPAD 2002, Sanchet al.2009, AGRA 2010).

The history of social transfers in sub-Saharancafis also traced. The important distinction
is made between social assistance (not requiritgy pontributions) and social insurance
(requiring contributions), with the latter beingsasiated almost entirely with employment in
the formal sector. Distinctions are also made bebndifferent categories of social transfer,
with temporary safety nets (food-for-work, cash~rk) being distinguished from poverty
targeted transfers (continuous social cash tras)séerd categorical transfers (such as pensions
and child support grants). These types of socastfier have been funded in different ways
and imply different obligations on the part of gowaent, and entitlements on the part of
their recipients. Safety nets and pilot cash trensshave been mainly funded by donors, but in
the latter case there has been the intention tiet would eventually be scaled up and
adopted by governments (as indeed has occurretian&3. On the other hand social pensions
represent cash transfers at scale that have bgistated by the governments that introduced

them, and are a right or entitlement on the patheif recipients.

Some difficulties around the definition of sociabfection are noted. There has tended to be
an unhelpful elision between the means and endgpwérnment policies aimed to improve
the welfare and livelihood security of their citise Social protection as an outcome of
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diverse policy instruments, including both thosat tivork on production and those that work
on consumption and wellbeing, is confused with @ogrotection instruments that primarily
comprise social transfers. The consequence hastbatthe social protection net is cast too
wide, causing unnecessary confusion for governmentsthis thesis, unless otherwise
indicated, the term social protection is predomilyansed to refer to social security; while
input subsidies in agriculture are treated as aicaltural policy intended to achieve yield

and output growth.

Social protection and agricultural policies inekltaoverlap when most vulnerable people in
a country are small poor farmers or landless afjul labour. The discussion about
vulnerability and agriculture reveals the key gigstddressed by this thesis, which is the
combination of policies that are likely to be maaiccessful at reducing the scale of
vulnerability to hunger in a country, and that #fere also overcome the country’s proneness
towards recurrent food security crises. In the reddpter, the two main policy strands that
run through this thesis (agricultural policies asatial protection) are examined for the

specific case study of Malawi.
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Chapter 3: Malawi as a Case-Study Country

3.1 Agricultural Policy History of Malawi

The purpose of this chapter is to provide backgdomformation on Malawi that is pertinent
to the topic of vulnerability to hunger and howniight be tackled using different policy
instruments. The chapter begins with an agriculipoéicy history of Malawi, centred mainly
on maize sector because of the critical importariamaize in Malawi’'s food production and
nutrition, as established already in Chapter hels as the role of the maize sector in either
ameliorating or intensifying the vulnerability tautger of food deficit farm families. The
chapter also provides a social transfer policyonystof Malawi, a brief account of the
country’s political history and its administrativ&ructure, and an examination of key

additional features of vulnerability.

The government vision for the economy in the fived decades after independence in 1964
prioritised estate-led labour-intensive agricultuexports while perceiving smallholder
agriculture as expected to play a dominant roleational food self-sufficiency (Blackie and
Conroy 2006). As a result, agricultural policy ofteepresented tensions between national
food self-sufficiency and export promotion objeeSBy mediated by land tenure
considerations. The outcome of this process wasethergence of a dual agricultural
economy characterised by a predominantly smallmn@dbsistence sector on customary land
and a tobacco dominated commercial estate sect@rioate (leasehold) land. Smallholder
farmers were nevertheless allowed to grow somealdadcrops such as fire-cured tobacco,
cotton and groundnuts but these were sold only state marketing board, described in due
course, which in turn exported them at large trgdmargins (Kydd and Christiansen 1982,
Harrigan 2001).

Marketing for smallholder inputs, outputs and faaples were the responsibility of the state
owned Agricultural Development and Marketing Cogiian (ADMARCY® which was set up
in 1971. Markets were regulated through pan-teratoand pan-seasonal fixed prices,
accompanied by delivery to farmers of subsidizeadilifeers and credit. Localised private
trading that had occurred in earlier years wascéffely prohibited from 1971 onwards

(Chilowa 1998). Producer prices were kept artifigibow in order to keep the food price low

° From independence in 1964, marketing was underthlethe Farmers Marketing Board which in
1971 was converted into ADMARC, with extended paagard responsibilities.
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and, for the export crops that smallholders wemnjited to grow, also to generate financial
surpluses. The financial surplus was generated R#WMARC paying small farmers low
prices for export crops (fire-cured tobacco, cotma groundnuts) and selling these crops at
high export prices. The surpluses were then tramesfeto the estate sector through cross-
ownership holdings between ADMARC and Press Holglirrgnational conglomerate owned
by the President (Dr Kamuzu Banda) but operatea mgvate holding company with equity
investments in almost all sectors of the econonoyaf@art from cross subsidising losses in its
maize trading, as discussed in due course, moghisf profit was not reinvested in
smallholder agriculture but was siphoned off to mup the expansion and activities of

tobacco growing estates owned by a privileged ipalitlass (Harrigan 2001, p.35).

The government position on the smallholder econamiolved public provision of a
continuum of services under one umbrella: agricalttechnologies, credit, extension, and, of
course input, output and food marketing. These weganized through an agricultural credit-
input-extension policy that aimed to promote hybmdize and fertilizer, with an agricultural
extension worker at community level acting as fatbr and mediator of the links between
farmers and the various service providers. Thesaces were organized in the context of the
National Rural Development Programme (NRDP) esthbli in the 1970s as a successor to
the earlier integrated rural development projeRD([P) in the 1960s. While ADMARC was
responsible for marketing functions, another statganization called the Smallholder
Agricultural Credit Administration (SACA), estalitied in the early 1970s as a department in
the Ministry of Agriculture, managed the credit esis which farmers accessed through
farmer clubs. Once SACA approved a farmer clubafgricultural credit, actual inputs were
provided at ADMARC markets where also loan dedunstizvere made during the crop sales
period. This subsidised distribution arrangemenild¢cde regarded as quite successful in
ensuring a high level of recoupment of input loasswell as in providing farmers with a
predictable trading environment for inputs and atgp(Dorwardet al. 2005, Poultoret al.
2006).

At the centre of the ‘NRDP arrangement’ was a edifnational policy framework called the
Statement of Development Policies (DEVPOL). Thestfipolicy from 1971 to 1980
(DEVPOL 1) was aimed at accelerating agriculturad aural development as an engine of
growth for the Malawi economy. The second poliaynir 1981 to 1996 (DEVPOL II) was

aimed at private sector development and envisagedured role for state-owned enterprises
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such as ADMARC (Record 2007). Since 1996, Malaws had no unified policy of the
DEVPOL nature but has operated piecemeal poligigsstrategies, often on aa hocbasis
as cabinet directives, and sometimes reflecting ododemands and corresponding
concessions. The effects of this is apparent iridble of coordinated policy direction on the
relationship between agricultural and other po$ici@cluding social protection (Dorwast
al. 2008).

The extension-technology-credit-marketing arrangeneellapsed during the 1990-94 period
owing to three major factors. First, agriculturaledit was delinked from agricultural
extension in response to changing internationatkthg. It was argued that the role of
agricultural extension was to provide technicalomniation and not to distribute inputs,
administer credit, recover loans or collect datacddd, prior to the first 1994 multiparty
general elections, political parties including tbaited Democratic Party (UDF) which
eventually won the general election had campaigmed promise of writing-off agricultural
loan debt, creating a setting for ‘officially saiocted loan defaults? Third, Malawi suffered
serious droughts in 1992 and 1994, leading anywaywidespread loan default and,
eventually, to the collapse of SACA in 1994 (Zelidral. 1998, Kherallah and Govindan
1999, Sulaiman and Hall 2002). The full impactsha collapse of the credit system and the
increased cost of fertilizer, masked for severargethrough emergency input distribution
programmes, emerged in 1996-97 when food becanreesciespite good weather (Mann
1998).

Returning to the role of ADMARC, as alluded to eatlat least until the end of the 1970s,
ADMARC was a profitable marketing organization thas able to fund the losses incurred
in maize trading through profits generated in otby@erations (Kydd and Christiansen 1982).
In 1979, Malawi experienced a deepening economnigisccharacterised by rising import
prices, declining export prices and rising lossegstate and other state business interests.
ADMARC nevertheless continued to implement the ldsthed price policy framework up to
1987, but with increasing difficulty in remainingromercially viable. Malawi’'s economic
problems provoked international interventions tlglounternational Monetary Fund (IMF)
Standby Facilities and World Bank Structural Adment Loans (known as SAL I, Il and 1l1),
implemented between 1981 and 1987. The first stratadjustment loan (SAL |) occurred in

?1 The Kamuzu Banda government had used draconiasumesato ensure credit repayment, and as a
result, had an impressive repayment record althaudpeadful human rights one (Blackie and Conroy
2006, note number 13, p.102).
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1981, a second SAL was signed in early 1984, atidréh SAL was agreed in late 1985 but
occurred in two stages in 1986 and 1987 (Christiarad Stackhouse 1989).

In the first loan in 1981 (SAL I), the Bank insidten realignment of smallholder crop prices
with export parity, but the maize price was exermdplighe government reluctantly acceded to
increasing export crop prices, but also chose teerthe producer price of maize which
continued to be pan-territorial and pan-seasomal, st by the government in advance of the
crop season. While the maize producer price was tosyards the top of the import-export
parity price range, the consumer price was kepthmawer such that ADMARC incurred
large losses in its maize trading activities. Mehiwvexport parity pricing for crops other
than maize meant very small trading margins in otieps for ADMARC. Together with
dwindling government funding, ADMARC became unahtecross-subsidise loss-making
maize trading as it had done in the past. The catjpm’'s financial problems were
exacerbated in 1981 when the government mandatetMA®C to take on the new
responsibility of managing the country’'s Strate@iain Reserves. By the 1985/86 season,
ADMARC had accumulated and continued to incur utsnable trading losses (Christiansen
and Stackhouse 1989, Chilowa 1998).

In the second loan (SAL Il) in 1984, the Bank itesison gradual elimination of the fertilizer
subsidy? (Lele 1990, Harrigan 2003). In the third loan (SAI) in 1985, the Bank insisted
on market liberalisation, in particular for the gowment to divest ADMARC of its non-
marketing functions, and to allow private tradi@h(istiansen and Stackhouse 1989). At this
point, the government had little room for negotiatigiven ADMARC’s huge financial
problems but it was nevertheless sceptical abauetfects on food security (Smith 1995). A

number of policy reforms then ensued between 19851895

(a) repeal of the Agriculture (General Purposes) Acd ahe Agricultural Produce
(Marketing) Regulation Act in 1987;

(b) repeal of the Special Crops Act in 1990 in ordeallow smallholder farmers to grow
burley tobacco which had earlier been exclusivelgstate crop;

2 Uma Lele called this * an ill-fated effort to elimate the fertilizer subsidy’ on the part of the Mo
Bank (Lele 1990, p.1211).
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(c) passing of the Agricultural Produce (Marketing) Att1994 to revoke an earlier ban on
the private export of crops, however, maize wasptad from this liberalisation with

maize exports being restricted to a list of licehsaders;

(d) introduction of a broad liberalisation of all crppces in 1995 to allow traders to buy and

sell according to market forces with the excepbbmaize;

(e) introduction of a producer maize price band for ABRIC and the passing of a Fertilizer,
Farm, Feed and Seed Remedies Act, effectively rergoall restrictions on private

trading in farm inputs (Oygaret al.2003).

The reforms meant significant changes in ADMARCHGsifion in the markets, including
restructuring and closing market outlets. For eXamm the late 1980s, ADMARC had a
market structure that comprised 3 regional offidgsdivisional offices, 80 area offices, 217
unit market&® and 1,300 seasonal markets (Chirwa 2006). By 26 division and area
offices were replaced by 14 district offices andd&pots. While unit markets were increased
to 343, seasonal markets were reduced to only #2002, the regional offices for centre
and northern were merged (Chirea al. 2005). Nevertheless, ADMARC has remained a
large player in the market, a position strengtheimedecent years by its responsibility in
distributing subsidised fertilizers (see below abdapter 5). However, its share of crop
purchases is substantially diminished compared hi® 1980s. In the 2000s, different
challenges have arisen for the proper role of ADMAIR the maize market, and in regard to
price stabilisation. As shown in Chapter 5, thestfiyears of the 2000s experienced high
volatility in production outcomes and price instdbpi There were seasons when ADMARC
set out to defend the producer price band, themdudreed the attempt when market prices
soared out of the range. In other seasons, ADMABtGe( the scramble for supplies, lifting
its buying prices in line with market developmenEor a period from 2008 to 2010,
ADMARC was temporarily given monopoly control agaiser maize trade, in an effort to
control spiralling prices in a year with an appdsergood harvest according to official

production figures.

Turning more specifically to input subsidy histothie government during the period 1964-

1990 also managed subsidized pan-territorial andspasonal input prices linked to the

23 Unit markets had permanent structures able toatgénrough the year in urban or near urban centres
while seasonal markets were made of temporaryqgradch) structures in village settings.
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agricultural credit-input-extension policy descdbabove. From 1971 ADMARC was the
sole importer and distributor of fertilizers (SmittB95) but this changed in 1988 when the
government under donor pressure set up the Smadlhélarmers Fertilizer Revolving Fund
of Malawi (SFFRFM) to be responsible for the prasuent of fertilizer, while ADMARC
focussed on distribution (Oygast al. 2003). By 1982, subsidies were costing 6 per oént
the government budget, and the World Bank insisteca phased removal of the subsidy
(Chirwa 2006); a process which the governmentesdart 1984 but unilaterally abandoned in
1987 due to food security concerns. Instead, themonent increased the subsidy to 22 per
cent, a little higher than it had been in the imraed pre-reform period (Chilowa 1998,
Harrigan 2003). With funding from the European Cassion (EC), the government also
introduced a fertilizer buffer stock project th#daaconstructed four regional warehouses for
SFFRFM with a total capacity of 140,000 tons. Tkias also an ‘insurance’ against

disruptions of fertilizer supplies due to civil wiarMozambique at that time (Smith 1995).

In 1990, the government effectively resumed thélifegr subsidy removal process when it
signed an Agricultural Sector Adjustment Credit 883 with the World Bank. This removal

occurred unevenly due to temporary subsidy measwiestated in particular years, and
complete removal did not occur until 1995/96. Shasps in fertilizer prices occurred in the
1990s, not just due to subsidy removal, but alssutcessive devaluations of the kwatha.
Within the framework of ASAC, the Bank also inststen opening up the fertilizer market to
private operators. As a compromise, the governnagméed to such liberalization while
retaining ADMARC'’s role as ‘seller of last resoiSmith 1995). In official terms, the

fertilizer market was now liberalized (Chirwa 2006)

In 1991/92, there was a drought that reduced naltimaize output by 58.7 per cent (from 1.6
million tons in 1990/91 to 0.7 million tons in 1992). The immediate policy response was a
Drought Recovery Inputs Programme (DRIP) that idisted free inputs for the 1992/93 crop
season (Harrigan 2008). For the 1994/95 crop seas&upplementary Inputs Project (SIP)
was established with funding from UK ODA (soon ecbme DFID). This was succeeded by
three seasons of complete subsidy removal from /289%0 1997/98; however, the

government was increasingly at odds with the Wdkhk about this policy stance, and

24 “The Kwacha was devalued several times since ligerkasing from about MK9 to the US$ in 1994
to MK45 to the US$ in 1999. Effectively, the avezggice of a 50 Kg bag of NPK or urea increased
from about MK100 in 1994/95 to MK800 to 900 Kwac¢hd 998/99’ (Minotet al.2000, p.4).
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acquired allies in the donor community and amonigstlarge NGOs who were particularly

concerned with deteriorating household level foecusity in the country.

As already mentioned, politics took centre stagthenform of campaigns for the first multi-
party elections in 1994. Opposition political pasticampaigned on the promise to forgive
outstanding credit for input purchases and to tatadower fertilizer prices. For the 1998/99
crop season, with another election coming up in M899, a major reversal in fertilizer
policy occurred with the introduction by the govaent of a universal Starter Pack scheme at
a cost of US$23.5 million, and an outreach of 2.lion smallholders, funded by the
government (US$14.5m), DFID (US$8.2m), the WorldnBgUS$1.7m), the European
Community (US$0.7m) and Republic of China (US$0.5tHarrigan 2005, p.237). The
Starter Pack ran for a second year in 1999/2008 asiversal scheme open to all small
farmers and with an estimated uptake of 2.8 millimamers. Yields and output jumped by
about 40 per cent over the preceding levels, askisy good rainfall in those two seasons
(Levy and Barahona 2002). The scheme demonstrattshtpal for increasing productivity
but it was abandoned after two years owing to dqressur® in favour of a scaled-back
version that came to be known as the Targeted IRpogramme (TIP) implemented from
2000/01 to 2004/05. TIP reflected the following epes to the starter pack: (1) the number of
beneficiaries was reduced to 0.4 million farmessefl increasing to 1.5 million due to
persistent hunger events); (2) the size of thetippukage was reduced to 0.08 hectares maize
area (2 kg maize seed, 1 kg legume seed and 1fekijzer); and (3) the seed was changed
from hybrid to OPV maize. Unlike the starter padkP coincided with a series of major
adverse weather events, mainly floods in 2000/04 dmughts in 2001/02 and 2003/04
(Frankenbergeet al.2003, Government of Malawi 2004) but the fall iaize production and
the ensuing hunger is largely attributed to thdimgadown of the starter pack (Levy and
Barahona 2002).

For the 2005/06 crop season, and subsequentlygdlernment made good on its 2004
election promise of re-introducing a more comprehanfertilizer subsidy, the agricultural
input subsidy programme (ISP)). The ISP has pravide/ million (and upwards) farm
households with subsidised fertilizers via a couplstribution that provides beneficiaries
with two 50 kg bags of fertilizer at greatly diseed prices. Due to rising world prices of

5 An apparently quiescent World Bank up to that psirddenly reverted to a tougher stance, and put
considerable pressure on other donors (princijHiD) to move away from universal coverage.
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fertilizer, the subsidy rate grew steeply from aitial level of 64 per cent to an estimated 92
per cent in 2008/09. This also increased the sbfaifee subsidy in government revenue from
5 per cent to 14 per cent. The 2008/09 figurescedd a price spike that occurred in world
fertilizer prices in mid-2008. Nevertheless, thgs a historically unprecedented level of
fertilizer and other input subsidisation for Malawihe subsidy is associated with (but not
necessarily entirely responsible for) an appanecrieiase in production from an average 1.55
million tons in 2000/01-2004/05 to 3.06 million ®rin 2005/06-2009/10. Production
outcomes in this latter period are explored furtheChapter 5 (section 5.5) of this thesis.

Table 3.1: Agricultural input transfer program3avialawi, 1998/99-2008/09

Cost FARM Maize
Year Scheme Input package (MK HHs Output
billion) (Mn) (Mn MT)

Starter | Fert: 10 Kgs 23:21:0+4S, 5 Kgs Urea

1998/99 Pack Seed: 2 Kg hybrid maize, 2 Kgs legume 1.1 2:3 2.2

2000/01 | TIP giﬁd?glg\s/frizli!fri igg legume 0.6 1.5 16

2002/03 | TIP EEZ;I?ZK% IEI)I;I:/ ri:s: Lirieg;s legume 1.1 2.0 18

2003/04 -(I—Vl\lzntef) gigdg)(})(g\sl lr;r:ije,zf ags legume 0.2 0.4 1.6
Fert: 50 kg 23:21:0+4S & 50 kg Urea for maize

Seed: MK400 per 3kg hybrid or OPV

Fert: 50 kg NPK & 50 kg Urea for maize or 5(
2006/07 | ISP kg D compound & 50 Kgs CAN for tobacco atf 12.7 1.8 3.2
MK950 per bag; Seed: MK400 per 3kg

Fert: 50 kg NPK & 50 kg Urea for maize or 5(
kg D compound & 50 kgs CAN for tobacco at
MK900 per bag; Seed: 2 kg hybrid up to
MK900 or 4 Kg OPV maize (MK400)

2007/08 | ISP 16.3 1.7 2.6

Fert: 50 kg NPK & 50 kg Urea for maize or 5(
kg D compound & 50 kgs CAN for tobacco at
MK800 per bag; Seed: 2 kg hybrid or 4 kg OFPV
at MK680

2008/09 | ISP 39.8 1.7 3.6

Fert: 50 kg NPK & 50 kg Urea for maize at
2009/10 | ISP MK500 per bag; Seed: 5 kg hybrid/10 kg OPY  25.0 1.6 3.2
at MK1500

Source: Government of Malawi (2008a, 2009f, 20201,0d)
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Table 3.1 provides a summary of the three sucoessput interventions that the government
has implemented in this decade and considersltwifdlin ‘agricultural input programmes in
Malawi’. The focus of this thesis in Chapter 5 is the ISP but where necessary in the
discussion, reference is made to the earlier scheetailed descriptions, operations and
outcomes of the Starter Pack and TIP can be foutitki literature (e.g. Levy 2005b).

The government has since March 2010 formulateck esir Medium Term Plan (2010/11-
2015/16) for the input subsidy programme, which siase been renamed the Farm Inputs
Subsidy Programme (FISP¥.Before then, issues around the input subsidieg wemnaged
on ad hoc basis mostly as cabinet directives and donor miges. This ‘ambitious’
MK202.6 billion programme has three main componéhjsFarmer Access to Farm Inputs
(coupon system); (2) Farm Inputs Markets (agricalticredit) and (3) Farmer Access to
Complementary Services (agricultural extension atier services). Every year, 8 million
coupons will be distributed covering 160,000 metoicnes of maize fertilizer (80,000 tonnes
each Urea and NPK), 8,000-16,000 tonnes of maied aad 3,200-8,000 tonnes of legume
seed. It is envisaged that by 2015/16, over 3.Hiamilfarm families will be reached
(Government of Malawi 2010d). Table 3.2 presengscibsts.

Table 3.2: The Medium Term ISP Plan 2010/11-201%X& billion)

Year Farm Inputs | Input Credit | Agric. Services Total
2010/11 29.01 0.00 0.21 29.22
2011/12 31.06 0.00 0.22 31.28
2012/13 32.93 0.00 0.24 33.17
2013/14 34.57 0.10 0.25 34.92
2014/15 35.26 1.27 0.27 36.80
2015/16 35.62 1.32 0.29 37.23
Total 198.46 2.70 1.47 202.63

Note: official rate of exchange US$1.00 = MK140

Source: Government of Malawi (2010d, pp.31 & 54)

This rather condensed history of input-output-fandrket regulation and fertilizer-credit

subsidy policy in Malawi provides an essential lgaokind to the policy options for

*®The ISP has become Malawi's flagship economiccgplbut remains controversial on numerous
grounds including its funding (ostensibly fundedthg government, but nevertheless dependent on
general budget support), targeting (who actualtg gee coupons), secondary markets (in coupons and
fertilizer), impact on food security at the houddhlevel, and accuracy of the maize output levels
attributed to it. These aspects are examined irhrgueater detail in later chapters of this thesis.
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overcoming vulnerability which are the focus ofsthhesis. Maize policy in Malawi is
understandably highly political, and many decisiaas only be understood in terms of
electoral cycles, promises made by political partad their leaders prior to gaining power,
and the goal of securing political support from artpnt sectors of the populace in the future.
The Malawi government has had a continuous priaftgecuring maize self-sufficiency at
national level, and at times this has coincidedwhe evolving concerns of donors regarding
household level food security, thus resulting irmeoperiods of agreement and in other
periods of disagreement over objectives and thenméa secure them. The periods of
agreement notably during the starter pack schemetsa World Bank contributing up to 29
per cent of the programme resources and duringehied of disagreement (TIP), the Bank
did not contribute any financial resources (seeldd.1l in Harrigan 2005, p.237). The
policy switches that have occurred have refledbedoften brief ascendancy of one side or the
other in terms of leverage over the course of eyewith more liberalisation and less
subsidies occurring when the external agencies baee in the ascendant, and reversion to
more regulation and more subsidies when the Matgwernment has felt able to exercise

more control.

3.2 Social Transfer History in Malawi

Policy ideas about formal social transfers emeiligedalawi in the early 1990s after a UN-
funded Situation Analysis of Povertyublished in 1993 revealed widespread and pergasiv
poverty, manifested by multiple adverse indicat@svernment of Malawi/United Nations
1993). The analysis was conducted at the peakeopdtitical transition which culminated in
the first multiparty general elections in May 19®uring the campaign, the main opposition
United Democratic Front (UDF) party had campaigmed a promise to reduce poverty.
Immediately after the general election, the winnfigF-led government launched a Poverty
Alleviation Programme (PAP) in August 1994. Betwd&94 and 1995, the government set
up a poverty alleviation framework and implememtatstructure, coordinated by a secretariat
in the Ministry of Economic Planning and DevelopiéMEPD). The government also
organized a series of stakeholder workshops taugssadeas around social funds that were
emerging from the World Bank. This process evehtualiminated in the establishment of
the Malawi Social Action Fund (MASAF) which the prégent launched in August 1996 as its
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flagship poverty alleviation strategy (Blooet al. 2005)*” Since 1996, MASAF has evolved

in terms of scope and management, and three diglivases can be identified:

(1) The first phase (MASAF 1: 1995-1999) obtained fumgdiof US$56 million and
comprised two components; a Community Sub-Proj€8R) and a Public Works

Programme (PWP).

(2) The second phase (MASAF II: 1999-2003) became ®&fe¢n 1998 and ran until
2003 with further World Bank funding of US$66 nulti. MASAF Il added a third

component known as Social Sub-Projects or sponsuiegbrojects (SSP).

(3) The third phase (MASAF llI: 2003-2015) became dffecin November 2003 with a

funding commitment of US$240 million, with furtheetails as follows.

The community sub-projects (CSP) component financeehmunity-driven and managed
infrastructure projects such as construction ofostltblocks, health centres and bridges.
MASAF disbursed funds directly to the communitiasthree tranches, upon accounting of
first tranches. The Sponsored Sub Projects (SSPpaoent addressed the needs of groups
such as orphans, persons with disabilities, stkidren and people living with HIV/AIDS
whose needs the design of MASAF | had inadverteigttpred. Most projects were income
generating activities, early childhood developmeentres, food security and nutrition and
vocational skills training. MASAF disbursed funds Project Support Committees (PSCs)
through a sponsoring agency (SA) that managedetb@urces on behalf of the communities.
The sponsoring agencies were mostly NGOs with teahicapacity in the selected project,

and already working in the community.

The focus of this section is particularly on publliorks programmes (PWPs) which comprise
Malawi’s major social safety net. The first PWP waplemented during MASAF | as a cash
transfer-based safety net pilot in response tomecpoverty and food insecurity that had been
identified in the earlier poverty assessment, aad heen followed up in a vulnerability
assessment mapping (VAM) in 1996. In terms of bu@decation, PWPs accounted for 27
per cent of the financial resources of MASAF | &@l6 per cent of MASAF II. In the

" MASAF was a World Bank funded project the governtrgublicised it as UDF’'s commitment to
reducing poverty in a similar way the governmenst hmublicised the ISP as the Democratic
Development Party (DPP) commitment to reducing kung
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decentralised structure, PWPs are nowadays implehdry district assemblies with MASAF
as the principle funding agency (Bloahal.2005, Government of Malawi 2005a).

The programme involves labour-intensive public veoduch as building or rehabilitating
community roads, dams, forests and other envirotetha@ssets. The programme targets poor
and vulnerable but economically active individualso can provide labour. The targeting
follows a three-tier system that involves (a) gapipic targeting using VAM to identify
communities within a district that are poorest andisk of food insecurity; (b) community
targeting using community committees to identifyd aselect deserving individuals; and (c)
self targeting in which the wage rate is set afp20 cent below the government minimum
wage to ensure that only genuinely needy indiviglypalrticipate. During MASAF | and I, the
cash transfer was pegged at MK43 for a four-hosk ta a day. Following the 2001/02
drought, MASAF's PWP was redesigned as a conditicash transfer (PWP-CCT) involving
a fixed ten days of work at MK200 per day. It waspiemented between October and
December, prior to the onset of agricultural sea3te unenforceable conditions were that
beneficiaries would use the cash to buy agriculturputs. Following another hunger in
2004/05 that compelled the government to introdtlee input subsidy programme, the
government now holds the view that the PWP-CCT janogne is implemented to provide
cash with which to redeem coupons provided in tipai subsidy programme. From MASAF
operational guidelines, PWP funds would be reledsedistricts when the subsidized farm
inputs were available on the market; every paristpyvould receive MK2400 for 12 days’ of
4 hour work per day (Government of Malawi 2007d4)p.The government expects
participants to purchase at least one 50-kg bagaisze and one 50-kg bag of the subsidized
fertilizer (Barnettet al.2008, p.44).

In addition to MASAF’s continuing PWP funded by thi¢orld Bank, the government has
implemented other variants through MASAF and othstitutions to address specific short-
term shocks. For example, following the 2001-02udid, the World Bank provided an
additional US$6 million through an Emergency DrouBlecovery Project (EDRP) for relief
related transfers through PWPs from 2002 to 2008 Department for International
Development (DFID) also provided US$12.2 millioningplement PWPs in selected districts.
The first phase called DFID 1 was implemented by 344 in 2001-02. The second phase
was implemented in 2002-04 through an internatiod@O (CARE) in a project called the
Improving Livelihoods through Public Works PrograennfILTPWP). The government
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provided MK113 million (US$1.26 million) to impleme the Relief Cash for Work
Programme (RCWP) in 2002-043. Another non-MASAF lmutvorks programme has been
funded by the European Union (EU) since 2001 andknswn as the Government of
Malawi/European Union (GoM/EU) Income GeneratindlRuWorks Programme (IGPWP)
(Chirwa 2007).

The main phase of the IGPWP ran from 2001 to 20ib tke aim of reducing poverty and
improving food security. It covered all districtsica like MASAF's PWPs, focused on
rehabilitation and maintenance of rural roads,raftation projects, and small-scale irrigation
schemes. Unlike MASAF, the programme worked wittalaontractors who in turn recruited
beneficiaries. The wage rate varied between caatimbut was set at a minimum of MK64
per 6-hour task. Between 2002 and 2004, the GoMf&hlemented a PWP Food Security
Programme through five district assemblies in theti@l region targeting the ‘rural poor with
surplus labour’. Local leaders identified and selddeneficiaries in consultation with district
officials (leadership beneficiary selection). Thage rate was set at MK147 for a 5-hour task.
In the 2005/06 hungry season, GoM/EU implementé&peacial Programme for Relief and
Investment in Needy Times (SPRINT) between Novemd@d5 and March 2006 in
communities that were identified through VAM to badly hit by the food crisis. SPRINT
beneficiaries were selected by community commit{eesnmunity targeting) and were paid
MK150 per day for an average period of 20 daysc&R005, the main IGPWP has continued
with the local contractor approach, but local leadere involved in rationing beneficiaries.
The wage rate in 2009 was MK150 for a 6-hr taskir(@n2007).

The third major safety net public works programrmadhie nationwide Special Government
Public Works Programme (SGPWP) managed by Ministryiransport and Public Works
since 2005, and funded by the government. It idempnted by the District Assemblies and
covers all the districts in Malawi. District offads decide on the roads to be rehabilitated in
district but the beneficiaries are identified amdested by local leaders through a rationing
approach. The wage rate is set at MK200 per dawrio8 hour task (Deverewet al. 2006a,
Chirwa 2007, Ntata 2010). Other PWPs in Malawiuné those implemented by NGOs such
as World Vision International, Catholic Relief Sees, Malawi Red Cross, Save the
Children, OXFAM and others (World Bank 2007a, p.3ILable 3.3 provides summary of

some (and not all) of the major PWPs in Malawiegmts of timing, budgets and their sources.
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Table 3.3: Major Public Works Programmes in Malal96-2008

Institution Public Works Programme Period Budget Source of
(US$ million) Funds

MASAF Il PWP 1999-2002 13.10 IDA

MASAF EDRP 2002-2003 6.37 IDA
DFID | 2001-2002 4.25 DFID
ILTPWP 2002-2004 7.95 DFID
RCWP 2002-2003 1.40 GoM
PWP-CCT 2005-2006 12.10 IDA
PWP-CCT 2007-2008 3.40 IDA

GOM/EU Food Security Programme 2003-2006 84.90 EU
Public Works Programme 2003-2006 34.90 EU
Income Generating PWP 2003-2006 2.70 EU

Ministry of Special Public Works

Transport & Programme 2003-2006 3.30 GoM

Public Works

Source: Government of Malawi (2003a, p.23, 200780 Barnettet al (2008, p.45),
World Bank (2007a, p.33).

Since 2005, there has been a shift in emphasisdiegasocial transfers in Malawi. This has
involved a move away from seasonal PWPs towards ttassfers that are paid continuously
(on a monthly basis) across the calendar year. Nlbkinji social cash transfer scheme
(Chapter 6 of this thesis) was designed in 2005 iamglemented in 2006. The scheme
replicates design features that were devised edoliea social cash transfer pilot in Kalomo
district in Zambia (Schubert 2003, 2006, Milletr al. 2010). As the first such scheme in the
region, and given the burgeoning enthusiasm fon t@sfers amongst bilateral donors and
international NGOs in this period, the Kalomo sckeatquired almost celebrity status. In
March 2006, the African Union held a conferencesoaial protection attended by 13 African
heads-of-state, in Livingstone in Zambia, the peddegs of which involved a visit to the
nearby Kalomo scheme. This resulted in the LiviagstCall for Action in which the African
Union pledged to encourage its member countriesltpt social cash transfer policies as part

of their social protection strategies (African Umi2006).

In addition to the Mchinji social cash transfer ecte, there were other, shorter term,
unconditional cash transfer projects in Malawi le 2000s. These include a component of
Concern Universal’s safety nets scheme in DedzadiglLevy et al.2002); an Oxfam social

cash transfers scheme implemented in Thyolo disfHarvey and Savage 2006); and the
Concern Worldwide cash transfer scheme in Dowaidish the 2005-06 season called the
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Dowa Emergency Cash Transfer (DECT) scheme (Dexereal. 2006b). These schemes did
not involve routine social cash transfers of longration, rather they were short-term
responses to immediate deprivation, with limitechascales. Nevertheless, they provided
considerable impetus to the search in Malawi fonoirative ways to tackle chronic

vulnerability, and to examine alternatives to thety net PWP approach (Devereux 2008).

Between 2006 and 2008, donors and NGOs helped dtierrgment to formulate a Social
Protection Policy the goal of which is to reducergrty and enable the poor to move out of
poverty and vulnerability. It sets out four pillacmprising (i) provision of welfare support
to the most needy, (ii) protection of assets, (iielihood promotion through productivity
enhancement, and (iv) policy linkages and mainstie@ within government. In 2008, the
Cabinet discussed the policy but did not approvmdause the narrative used higher poverty
rates (52 per cent from IHS2) when later welfarentmoing surveys revealed apparent
decline to 40 per cent by 2007. The cabinet chanlgechame ‘social protection policy’ to
‘Social Support Policy’ because the former implaéapendency on the state (Chinsinga 2009,
Government of Malawi 2009h, p.9). A second draft Jainuary 2009 incorporated the
directives (Government of Malawi 2009g) but, at timee of writing this thesis, the policy is
yet to obtain official status because the Cabirgdirafailed to approve it in June 2010
(Government of Malawi 2010i). The policy represemtsbroader and more predictable
resource commitment from government and donorsespand to vulnerability (FANTA
2007, p.22) but the formulation process is alsdtéaufor lacking local participation since it
was driven by donors and not government and alsketh political or grassroots input
(Chinsinga 2007d).

The policy builds on previous safety net strategiegch can be traced to earlier initiatives in
1999 when the World Bank led a process for thegmesi a National Safety Net Strategy
(NSNS) (World Bank 1999). The NSNS recommendatia@s delivered to the government in
2000 but no further action was taken at that titWer{d Bank 2007a). In 2002, fresh efforts
were initiated to put in place a National SafetytdfNBrogramme linked to the 2002-2005
Malawi Poverty Reduction Strategy (MPRS) which pded for safety nets in order to
improve the lives of the most vulnerable people&@oment of Malawi 2002a). A third set
of efforts emerged during the formulation of thel®da Growth and Development Strategy
(MGDS) covering the period 2006-2011 (Governmerivlafawi 2006a).
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There have also been attempts to improve coordimati social transfer initiatives. Initially,
safety nets were coordinated by the Poverty AlisaProgramme (PAP) Unit in the then
National Economic Council (NEC), and operated unad?residential Council on Poverty
Alleviation. The coordination then moved to a Safidets Unit in the Ministry of Economic
Planning and Development when NEC was dissolved |aer to the Department of Poverty
and Disaster Management Affairs (DPDMA) in the Gdfiof the President and Cabinet.
Currently, social protection is coordinated by eci8bProtection Unit in the Ministry of
Economic Planning and Development. It operates uaddational Social Protection Steering
Committee (NSSSC) comprising principal secretafies1 the key ministries, and heads of
donor agencies and civil society which is represetty the Council for Non Governmental
Organizations in Malawi (CONGOMA), a coordinatingdy for civil society organizations in
Malawi (World Bank 2007a, Government of Malawi 2008lowever, the Social Protection
Unit mandated to coordinate implementation of tbei& Support Policy remains a one-man
office (staffed by a Director) and the governmemtaues to implement a variety of social
transfers using parallel structures, some of the@andocated in the same ministry as the

Social Protection Unit (e.g. Department of Disagteparedness and Management).

3.3 Politics and Public Administration in Malawi

The earlier summary of agricultural policy histanyMalawi provides some insights into the
significance of the country’s politics in deternmgithe policies that are given priority by
governments in power. Malawi has had just threelfied state since independence in 1964.
Dr Hastings Kamuzu Banda ruled from 1964 to 199 y@ars). After a referendum in 1993
and an election in May 1994, he was succeeded kiji Béuluzi, leader of the UDF political
party, who won two successive elections in 1994 E98D. In 2004, the UDF regained power
under the leadership of Bingu wa Mutharika, who tlu¢he slenderness of his majority and
political infighting between the major parties, peeded to move his government and
leadership into a new party, the Democratic Devalept Party (DPP) in 2005. Bingu has
subsequently won a second electoral term, which fiem 2009 to 2014°

%8 president Mutharika is popular and is known lochijypraise titles such &8ose wa lercor Ngwazi
The former means ‘today’s Moses’ and connotes Dthigika delivering Malawians from hunger.
Ngwazi means ‘conqueror’ or ‘saviour’, the titletiviwhich Dr Banda also was bestowed for having
conquered colonialism. A university in China in Q0tonferred on the president an honorary
professorship. His official salutations have nowdiee His Excellency Ngwazi Professor Bingu wa
Mutharika.
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Dr Banda is regarded by most political science olege of Malawi to have entrenched what
is called neo-patrimonialism in the way governmentMalawi tends to function (see, for
example, Cross and Kutengule 2001, Boetilal. 2006). Neo-patrimonialism is characterised
by excessive patronage, allegiance, cronyism, ant geeking (Jackson and Rosberg 1984,
Kydd 2009). Under neo-patrimonialism, politics fetart of private wealth generation for
‘insiders’, and political control is achieved angstined by using high office to ‘purchase’
loyalty and support. The alienation of land fronme tbustomary sector in the Banda era
exemplifies neo-patrimonial behaviour. The MCP megiencouraged its senior members to
engage in the transfer of land from customary igape tenure, mainly to produce burley
tobacco for export. The scale of this land ali@ratvas considerable. In the early 1970s there
were some 229 estates covering 255,800 ha withvarage size of some 1,000 ha each,
representing the historic pattern of commerciallesgient in forestry, tea, sugar, coffee, and
tobacco. By the end of the Banda period in 1998, lad risen to 23,000 estates occupying
1.2 million ha, with an average size of some 50ld@ely consisting of a clientelist class of
tobacco growers. By way of contrast, the same gesaw a decline in plot size in the
customary sector from 70 per cent of producers pgv@i ha or more in 1969 to less than 15
per cent having more than 1 ha in 1995 (FAO/WFRB1890ss and Kutengule 2001).

Politics in Malawi does not only obey neo-patriranieatures; it also exhibits political
manoeuvring of more routine kinds such as keepimg siep ahead of opposition politicians
and groups, making decisions that are reactivdains put forward in the country’s media,
attempting to shift responsibility when things gaoong, and denying that an emerging
problem exists (Bootlet al. 2006). In relation to fertilizer policy (and itslative success or
failure), several of these behaviours have beefogeg at different points in time. Fertilizer
subsidies are hugely popular amongst the counsyiall farmers, and elections in Malawi
are won or lost according to how convincingly tleaders of different political parties
represent their intentions regarding the future amh@and scale of the subsidy (Murwira 2009,
Smiddy and Young 2009). However, if maize markdtaweour indicates that the policy’s
impacts may not have been quite as positive aseldithen scapegoats are sought (typically,
private maize traders if maize prices rise stee@lygyl the existence of a maize shortage may

be ignored or downplay€d.

#This latter occurs quite often, but was obsenveiisamost disingenuous in Malawi in 2002 when,
confronted by mounting evidence of serious famitkingy hold in some parts of the country, President
Muluzi declared that no such problem existed (Dewe2002a).
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Malawi nowadays has a devolved public administratimllowing the decentralisation of

local government to districts that occurred in 200he national decentralization policy
introduced in 1998 provides for a unified systemlafal government with the aim of

enhancing local participation, eliminating duplioat in service delivery, and promoting

transparency and accountability. In this conteistiridts, towns and cities are all denominated
district assemblies (DAY} Figure 3.1 above provides an administrative mépvalawi

showing district assemblies.

The decentralized system comprises a hierarchyoaintttees constituted by elected or
nominated representatives. There is the Districteftbly (DA), the Area Development
Committee (ADC) and the Village Development Comeat{VDC). The DA is constituted by
elected ward councillors, but also includes a prieed number of members of parliament
(MPs) and Traditional Authorities (TAs). The DA hdge mandate to implement national
policies and is also able to formulate district@fie policies. The ADC covers a TA (area)
and comprises representatives of all Village Dgwelent Committees (VDCs) under the
jurisdiction of the TA. The ADC is responsible fadentification and prioritization of

community needs, supervising implementation, andbilizong community input and

resources. A VDC can be the same as, or larger thgnoup village head (GVH) which in

turn comprises several villages when village sszennall.

These committees are supported by technical coemsittomprising staff from government
departments, NGOs and the private sector. A DisExecutive Committee (DEC) provides
technical backstopping to the DA. It constitutee tBistrict Commissioner (DC) as
chairperson, the Director for Planning and Develeptras secretary, and heads of the local
offices of line ministries, as well as NGO techihiofficers. At community level, the Area
Executive Committee (AEC) supports the ADC and ViDGheir roles. The AEC comprises
field extension workers such as Community Develagpmassistants, Health Assistants,
Agriculture field staff, and others (GovernmentMélawi 1998b, 2000a, 2001). But many
government departments have their own parallelctiras of service delivery that both

departs from and overlaps this administrative amgeghance system.

* There are 28 rural districts, 4 cities (Blantyrdphgwe, Mzuzu in Mzimba and Zomba), and 6 town
assemblies (Balaka, Luchenza, Karonga, Kasungu,ghtdn and Salima). The DA for Mzimba
district is known as Mbelwa DA.
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Figure 3.1: Map of Malawi showing administrativeticts of Malawi
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Discussion on how the input subsidy programme aedMchinji cash transfer scheme work
is deferred to later chapters (Chapters 5 and 6)t s relevant to note here that despite the
presence of the unified local government structg@/ernment departments, NGOs and
projects often continue to use their own paral@blementation structures and systems. The
case study of Mchinji district (Chapters 6 and [@)sirates this point. The district has a
‘district social protection committee’ and ‘commitynisocial protection committees’
responsible for implementation and management ofakdransfers. In theory, all social
transfer activities should use these sub-commiti@etheir implementation, but this does not
happen in practice. The Mchinji social cash trangbeogramme is implemented by
Department of Social Welfare in the Ministry of Wemand Community services. At district
level, the Ministry has two separate offices: a noamity development office and a social
welfare office responsible for all social issueshsas orphan and vulnerable children care and
disabilities®* The two offices converge at community level whareommunity development
assistant (CDA), who typically covers a TA, cooales activities of both offices. The social
cash transfer programme is implemented by a sepdistrict social cash transfer secretariat

and community social cash transfer committees (dX} Tinder VDCs.

Likewise, Ministry of Agriculture and Food SecurityloAFS) implements the input subsidy
programme through district assemblies but lacks sistency. Some activities are
implemented through the DC while others are implae@ through District Agriculture
offices. At community level, some activities areplemented through extension workers,
some through village heads and some through villageat subsidy committees. An important
feature of local authorities in Malawi is their a@pent inability to consolidate local
governance and development management. In face €004, the government has not held
local elections to constitute the DAs. There as® ahcreasing cases and speculations about
tensions between different government departmentsrruption, nepotism and
mismanagement of public resources (especially alfui@l input subsidy coupons), most
probably emanating from confusion created by thlariato establish institutional boundaries
in the decentralization (Hussein 2004, Patedl. 2007, Tambulasi 2009a).

At the centre of this lack of clarity about institnal responsibility are traditional leaders

who comprise an informal but officially recognisadministrative structure of traditional

%1 Note that although the district social welfardagffhandles issues of disabilities, at nationagli¢vere
is a separate Ministry of Persons with Disabilities
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leadership (the chieftaincy system). Traditionalders serve multiple roles and command
respect as custodians of legal, governance, sgcadministrative and development issues at
the community level. This structure has existednfroolonial times and was strengthened
during the Banda era. The traditional leadershgyaichy comprises Traditional Authorities
(TAs) and sub-Traditional Authorities (STAs), knowsy the title of chief, who are
responsible for a catchment known as an Area. B€lé&vs and STAs are village heads
responsible for villages. Villages are the smallast of the traditional authority system, a
number of villages are brought together and hageoap village head (GVH). A Chiefs Act
passed during the colonial era provides the leiysldramework for traditional authority.
Although government holds the power to confirm oorpote or reject a chief, traditional
leadership is inherited. A chief is answerable h® tpresident through the District
Commissioner and draws a monthly honorarium. Thditional leadership system applies
predominantly in rural areas. Although urban areage ‘chiefs’, governments have up to
now not recognized this arrangement, preferringath them ‘block leaders’. Traditional
leaders in Malawi are influential and they act Be focal point for the social, cultural,
political, and economic aspects of rural life asliwaes the de facto system for local
participation (Kutengule 2000, Chiweza 2005, Mwsi2@09).

Evidence seems to suggest that traditional leatherglalawi are more than in the past
involved in corruption, nepotism and theft of resms. Indeed it has been proposed that after
the police, traditional leaders (chiefs and villdgeads) are the most corrupt social group in
Malawi (Kasunda 2008, Tambulasi 2009b, Chipalastdal As just one example of this in
the context of this thesis, the number of registatidages has grown rapidly apparently with
a view to increasing the access of chiefs and tigrens to the free cash, inputs and other
resources in circulation (Chinsinga 2009). For epl@min the social cash transfer project area
in TA Mlomba in Machinga district, Seamaat al., (2008, pp.7-8) noted a 60 per cent
increase in the number of villages listed by thei@oNelfare Department compared to the
national census map of 1998. Some villages haé&wshbuseholds as four. The subdivision
of the villages appeared to have been partly dudisagreements within villages about
engagement with aid projects, but mostly to do viitreasing the potential of receiving
social transfers from current programmes, espgciaticial cash transfers. During the
fieldwork for this research (described in Chaptgriffwas observed that villages in the case
study sites were small and structured like han{letsdz) or ‘clans’ of people related to each

other either by blood or affiliation through mages. In particular one VDC called Kangwere
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comprised one clan with Zulu as the common houskehaime. The VDC called Mduwa
represented 33 villages with 1146 households 34ehouseholds per village). Some villages
(Mdumpha, Jimu and Tachoka) had ten or less holdehbhis background is important for
understanding how social transfers actually wordtistrict and community levels.

3.4 Further notes on vulnerability in Malawi

A definition of vulnerability was provided in Chagptl of this thesis, and the problem of
growing vulnerability in low income eastern and thaun African countries was discussed in
Chapter 2. In addition some brief comments wereanadChapter 1 concerning the chief
causes of vulnerability in Malawi. In this sectidhe thesis briefly extends this understanding
of vulnerability in Malawi. First it reaffirms a otext of persistent poverty and widening
vulnerability through the 1990s and 2000s. Secomiadvides data on the poverty status of
households, as emerged from the 2004-05 IHS2. Tihislimmarises the chief causes of
vulnerability that have been identified by othesearchers. Fourth, it comments on the
relative participation of different proportionsthie farm population as net buyers or sellers of

maize.

First, there is a broad consensus that from thiy €8080s to the mid-2000s vulnerability to
hunger in Malawi became more prevalent and morelgemtrenched than in former decades
(Devereux 1998, 1999, Devereakal.2006a). This trend is implicit at one level in tlaek

of progress in poverty reduction in that periodur& poverty was found to be 65 per centin a
UN survey conducted in 1993 (Government of Malawifeld Nations 1993), 67 per cent in
the first Integrated Household Survey (IHS1) condddn 1997/98 (Government of Malawi
1998a), and 60 per cent in the second Integratassétwmld Survey (IHS2)(Government of
Malawi 2005e). Given the margins of error in thesatistics, little if any progress in rural
poverty reduction occurred over this 15-year periadth significant spillovers into the

progression of vulnerability.

The reasons widely put forward for this processex@ored shortly (see the discussion about
the chief causes of vulnerability); however addigibtrends are also relevant. As shown in
earlier tables on maize production, maize outpuh@1990s and early 2000s was uneven on
a declining trend, culminating in the lowest outpimice 1993/94 occurring in 2004/05. At the
same time, efforts to diversify Malawian food cragriculture away from maize yielded slow

and marginal results (Matay al. 1998). Crops such as cassava, potatoes, ricdjsargnd
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millet which can be direct substitutes for maizeamsumption are ‘location-specific’ crops.

For example, rice and cassava do well in lakeshoderiver areas, but rice in particular is not
an option in most rainfed agriculture in Malawikewise sorghum and millet do relatively

well in the lower Shire valley, but cannot compeith maize in yields or returns in much of

the rest of the Malawi. There is some truth, peshap the broader observation about sub-
Saharan Africa made by Hardy (1998) that maizenoftleminates farming systems in Africa

because it is the crop most suited to agro-ecadbgionditions and it provides the broadest
range of benefits in storage and consumption for people.

Alongside a disappointing agricultural trend, them® continuous pressures from rising
population and diminishing farm size. The 2008 csnevealed an overall rate of population
growth of 31.5 per cent from the preceding censauk998, and population in rural areas rose
by 30.3 per cent over the intercensal intervalmfr8.8 million to 11.5 million people
(Government of Malawi 2008b). With no new land beony available, this increased rural
population has had to be accommodated within tistieg area available for cultivation, with
inevitable effects on farm size and the incidenicioctional landlessness. At the same time,
the opportunities for non-farm wage work in rure¢as remained quite limited throughout
that period, and it is observed that demandgomyutended to outstrip supply, lowering the
real rural wage (Whiteside 2000, Deveraixal.2008, p.34).

Second, it is useful here to reprise briefly sorag kgures from the IHS2 household budget
survey undertaken by the NSO in 2004/05, detaileluth are provided in Chapter 4, even
though these figures are now five years old, anmtigbaurveys (as discussed in Chapter 1)
show a marked improvement in poverty indices inithervening period. In 2004/05 roughly

17 per cent of all households in Malawi (448 thous&ouseholds) were estimated to be
ultra-poor®? According to the IHS2 definition of ultra-povertiese are households unable to
meet even minimum annual calorie needs on the bé#eir per capita expenditure level. Of
this national figure, 428 thousand households (p&©cent of all the households) are rural
and ultra-poor; in other words ultra-poverty is wieelmingly rural in character.

Furthermore, 174 thousand households are not just and ultra-poor but are labour

constrained in the sense of having a dependeny o&t3 or over or have chronic iliness

%2 This is less than the ultra-poverty rate of 228 gent that has already been cited as the figure f
Malawi, and which refers to individuals, not houdlels. Since poorer households are larger than
better off households in Malawi, the proportionhaiuseholds that are ultra poor is lower than the
proportion of people who are ultra poor.
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amongst adults in the household. These and refgedes are summarised in Table 3.4
below. While the ultra-poverty line should not beated as too definitive (people move in
and out of ultra-poverty depending especially oerirthmaize harvests), these data are
indicative of the scale of the vulnerability prambléaced by Malawi in the recent past.

Table 3.4: Distribution of Households by Povertyégmary 2004-05

Poverty Category National Rural
Number % Number %
Non poor 1,518,620 56.4 1,249,296 53.2
Poor but not ultra-poor 726,718 27.( 672,228 28/6
Ultra-poor,of which: 448,206 16.6 428,337 18.2
Not labour constrained 266,392 9.9 253,995 10.8
Labour constrained 181,814 6.8 174,34p 7|4
Total Households 2,693,544 100.C 2,349,861  100.0

Source: drawing on Ellis and Marchetta (2009)

Vulnerability to hunger in Malawi is associated lwibng term and short term factors, as well
as cumulative effects on household resilience (Bemwe 1999, Devereurt al. 2006a). The

principal causes of vulnerability in Malawi idemgd in the literature are as follows:

(a) a substantial proportion of small farm househo&dsgihated at around 60 per cent) are
net food buyers, always requiring recourse to theket to cover their ‘food gap’ even

in good years;

(b) a long run decline in available cultivated land femm family (Jayneet al. 2003),
accelerated in Malawi during the 1970s and 1980¢hbyland alienation policies of

the Banda period;

(c) unstable maize production outcomes from one ye#ndmext, caused principally by
varying weather conditions, but also associatedthie past with low vyielding

traditional varieties, depleted soil fertility amdrying access to fertilizer;

(d) an associated high degree of maize price instabidiith within years (seasonal price

instability) and across years in terms of the degfesuch instability;
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(e) slow progress in the diversification of the rurabeomy, both in terms of reducing
small farmer’s reliance on maize as the principabfcrop, and in terms of the lack of

non-farm activities in rural areas;

() the adverse impacts at household level of theimigglV infection in the 1980s and
1990s, and the associated chronic illnesses anthliypof AIDS in the late-1990s
and 2000s (these impacts include asset erosiomydqr medical care and funeral

costs, and depletion of available labour for pranhecactivities) (Conroet al.2006);

(g) decline in personal security in rural areas, egtlgcevidenced by livestock theft,
causing a fall in the use of livestock (especigibats and cattle) by small farmers as
an asset buffer against future shocks (Etial. 2003, Pelseet al.2007).

(h) the cumulative impact of all these risk and shamttdrs taken together, principally
manifested by incomplete recovery from successiWecls reducing long term
resilience and increasing the likelihood that hbotds are unable to cope with

adverse effects using their own resources.

Examining points (a) to (d) further, small farmesizoupled with inequality in land access in
customary areas and inability to access agricdltteehnologies and input, means that
participation in maize markets is highly differettéd. According to Jayret al. (2003), about
half of marketed output in Malawi is supplied bgtj2-3 per cent farmers, operating in the
farm size range of 4-20 hectares. The remaining dfamarketed supply originates from a
second tier of roughly 20 per cent of householdBing in the range of 0.1 to 5 tons maize
per household. As stated in point (a) above, @ tbt@tegory comprises buyers only of staple
grains, corresponding to around 60 per cent ofrathl households. A final category of
farmers (15-20 per cent) carry out both selling bogling of maize, or are self-sufficient in
food overall due to combining maize production witther starchy crops like cassava or
sweet potatoes. The size of the third of thesegoaites, the 60 per cent of farm households
who are net buyers of staple grains, is a key fact@xplaining vulnerability to hunger in
Malawi. Such households are prone to widening ‘femtittement’ gaps in years of poor
harvests, as well as to the adverse purchasingrpeffeets of seasonal maize price increases.
The next chapters, especially chapter 5, examiesethaspects in more detail including
analysis of maize price trends, and the proportibpeople identified as at risk of missing
food entitlements, at a time when government hatadsed phenomenal maize surpluses.
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3.5Summary

The intention of this chapter was to provide esakriéatures of Malawi's past policies,
politics, administration, and maize economy th#brim the later concerns of the thesis. The
chapter begins with a synthesis of the agricultpicy history of Malawi, with a special
focus on past input subsidy policies. It then ergdahe history of cash transfers in Malawi,
mainly in the form of food- or cash-for-work schesnassociated with public works
programmes. The chapter summarises views foundianliterature about the way politics
works in Malawi, and sketches out the current stmécof devolved public administration.
Finally, the chapter extends previous points mdmmitivulnerability in Malawi, addressing
‘who are the rural vulnerable’ via an examinatidntlee proportion of ultra-poor and ultra-
poor labour constrained rural households, and tbpgstion of all farmers that are net buyers

of maize.
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Chapter 4: Empirical Methods and Fieldwork in Malawi

4.1 Methods Overview

As stated in a preliminary way in Chapter 1, tlssis represents a mixture of methods in
which use of secondary data sources, and theirprat@tion, is combined with a relatively
small fieldwork component in one district. Speaflg the thesis comprises three sets of
methods. The first involves making use of dataemddd by the Malawi government; the
second involves village and household level reseamvering 90 households in Mchinji
district; and the third involves key informant intews with stakeholders, often with a view
to triangulating the interpretation of policy opt® provided by different respondents with

differing ideas.

The reason for placing a high reliance on secondatg sources in this thesis is that several
of the research questions posed in Chapter 1 aedpproached by interrogating existing

data in a different way from the uses to whiclsihormally put, or by extending the analysis

of data in new directions. The following list setst the principal ways this is done in the

thesis:

(1) a significant proportion of vulnerability to hungerMalawi is seasonal in nature, and
is created by large and unpredictable seasonalgelsain the price of maize, so that
analysis of this price instability contributes tdet overall understanding of
vulnerability (Section 4.2.7 and Tables 4.10 aridielow);

(2) the vulnerability assessment analysis that is coeduin Malawi provides the spatial
data upon which social transfers of food or cashraade in different parts of the

country, down to the sub-district level (see bekmagtion 4.2.8);

(3) a spatial disaggregation of poverty and ultra piyveonducted in Chapter 6 (section
6.2), as part of strengthening understanding ofat@ash transfer policies, relies on

extracting previously unpublished data from the4206 IHS2;

(4) institutional monitoring data, as well as evaluasipprovide the core information from
which to examine critically and interpret the twaimprogrammes that are compared
in this thesis, the ISP and the Mchinji social caahsfer scheme (Chapters 5 and 6 of
the thesis);
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(5) budget and expenditure data provide the backgragaahst which the affordability

question of input subsidies and social transfensbesaexamined (Chapter 8).

The next section of this chapter sets out the mmaethodologies that are used by the
government of Malawi to generate the secondary tihatiais utilised in the thesis. This section
is then followed in Section 4.3 by a descriptiontlod fieldwork sites and sample selection

methods for the fieldwork component of the thesis.

4.2 Malawi Government Data Collection Methods

The collection, compilation, analysis and disseramaof official government statistics in
Malawi is the mandate of the National Statisticdfic® (NSO) which was set up by the
Statistics Act, Chap 27.01 of 1967 as the centifadeoon statistics matters. But due to the
diversity of statistics required for developmerdrmpiing and decision making processes, other
ministries and departments also produce officiatisics (Government of Malawi 2008h).

The next sections describe major government metbhgs.

4.2.1 Integrated Household Survey 2004-05

NSO conducts routine aratl-hocsocio-economic surveys, but the most influentia/gy in
recent years is the second Integrated Househole$uonducted in 2004-05 (IHS2). The
IHS2 yielded poverty profiles which have since beeathe fundamental source of statistics
for the planning and delivery of social transfexsMalawi. IHS2 was a follow up to a first
Integrated Household Survey in Malawi (IHS1) cortddcin 1997-98 to provide an
understanding of poverty issues in the country @oment of Malawi 2005e).

Both surveys employed same household and commupigstionnaires, with additional

guestions in IHS2. Major variables from the houselsorvey were: household characteristics
and composition; education of all persons aboveatie of four years; health of all persons
and maternal and pre-natal care issues for alintem®thers aged 12 to 49 years; time and
labour use; security and safety; housing; conswonmnd expenditure on food and non-food
items; ownership of assets; agriculture; income aadrces; social safety nets transfers;
access to credit; subjective assessment of wedtilemd shocks; child nutrition. Key variables
from the community survey were: physical and deraphgic characteristics; access to

services; economic activities; changes in the figst years, prices. In terms of sample size,
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IHS2 comprised 11,280 households drawn from all districts (Government of Malawi
2005e). Table 4.1 summarises poverty data whichrgagderom the IHS2.

Table 4.1: Distribution of rural poverty in Malavid004-05

Region/District | Poor (%) | Ultra-poor Ultra Poor
(%) Labour Constrained*

Malawi 52.4 22.3 9.6
Urban 254 7.5 3.2
Rural 55.9 24.3 10.5
Northern Region: 56.3 25.9 7.9
Chitipa 67.2 30.4 10.7
Karonga 54.9 28.3 9.3
Mzimba 50.6 22.7 5.8
Nkhata Bay 63.0 30.3 10.6
Rumphi 61.6 24.2 7.4
Central Region: 46.7 16.2 7.8
Dedza 54.6 20.9 7.9
Dowa 36.6 4.8 29
Kasungu 44.9 15.1 4.8
Lilongwe 37.5 11.7 6.3
Mchiniji 59.6 30.4 13.4
Nkhota Kota 48.0 114 4.8
Ntcheu 51.6 21.1 13.7
Ntchisi 47.3 12.2 8.8
Salima 57.3 25.0 12.9
Southern Region: 64.4 31.5 13.6
Balaka 66.8 33.5 19.0
Blantyre 46.5 16.0 95
Chikwawa 65.8 31.9 11.0
Chiradzulu 63.5 27.5 9.3
Machinga 73.7 38.3 185
Mangochi 60.7 29.3 13.3
Mulanje 68.6 30.6 10.9
Mwanza 55.6 19.7 6.3
Nsanje 76.0 44.3 228
Phalombe 61.9 26.9 15.5
Thyolo 64.9 33.0 9.7
Zomba 70.0 41.0 18.2

Source: Government of Malawi (2005b, pp.142-145Elits and
Marchetta (2009, p.8).
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4.2.2 Population Data

The NSO also conducts population and housing cessewery ten years and makes
population projections. Table 4.2 presents popatafigures which have been employed in

Chapter 5 to estimate annual national maize reaugines (Government of Malawi 2008f).

Table 4.2: Malawi population data, 1991-2010

Year Population Inter-censal Corresponding
growth rate (%) Crop season
1991 8,647,385 1990-91
1992 8,820,427 1991-92
1993 8,996,931 1992-93
1994 9,176,968 1993-94
1995 9,360,607 1994-95
1996 9,547,920 1995-96
1997 9,738,983 1996-97
1998 9,933,868 34 1997-98
1999 10,184,501 1998-99
2000 10,441,457 1999-00
2001 10,704,896 2000-01
2002 10,974,982 2001-02
2003 11,251,882 2002-03
2004 11,535,768 2003-04
2005 11,826,817 2004-05
2006 12,125,209 2005-06
2007 12,431,129 2006-07
2008 13,066,320 2.8 2007-08
2009 13,395,985 2008-09
2010 13,733,967 2009-10

Note:ltalicised bold denotes actual census figures, otherwise NSO qiiofes
Source: Government of Malawi (Government of Mal2@08f)

4.2.3 The Crop Estimates Methodology

Since the 1960s, the government has compiled arudicmed official crop production
statistics collected by the Ministry of Agriculturand Food Security (MoAFS). More
organized efforts, however, emerged in 1990s whed Relped the government to develop a
formal crop estimates methodology which was offigiadopted for the 1992/93 crop season.

The National Rural Development Programme (NRDP) traead in Chapter 3 divides the
country into eight agricultural zones known as Agltiural Development Divisions
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(ADDs).2® An ADD, managed by a programme manager, coverstiwaeven zones called
Rural Development Projects (RDPs) of which theee3r in total. In the past, some RDPs cut
across two districts but now all fall within a dist following introduction of the national
decentralization policy. An RDP is now typicallylled the District Agriculture Office, and is
managed by a District Agriculture Development GifigDADQO). RDPs comprise 2-19
Extension Planning Areas (EPAs) under the managerokran Agricultural Extension
Development Coordinators (AEDC) and there are a0t of these across the country. An
EPA is further divided into 2-15 zones called Swtdi managed by Agricultural Extension
Development Officers (AEDOSs). A Section covers liage or group of villages. The lowest
unit in this system is a Block, from which a groofpfarm families is organized into farmer

clubs as a unit of contact for the AEDOs (extensionkers)(Government of Malawi 2008a).

The crop estimate methodology uses the Blocks deroto select randomly sample farmer
plots. The process involves dividing crops into enagnd minor crops according to cropped
areas, the cut off point being 5 per cent. Majapsrthat occupy more than 5 per cent of the
crop area in Malawi are maize, rice, groundnutbatco, cotton, wheat, millets, sorghum,
pulses (beans and peas) while minor crops thatpyclass than 5 per cent of crop area are
guar beans, cashew nuts, macadamia, sesame, semftmifee, paprika, chillies, cassava and
potatoes. For the major crops, 25 per cent of laitks in an EPA are randomly selected
followed by 20 per cent of farm families in eacimgded block, so that the sample constitutes
5 per cent of farm families in an EPA. The prodssepeated for minor crops except that all
farm families growing the crop in the sampled blac& selected in order to give an estimated

sample proportion of 25 per cent of the farmers gitow minor crops in an EPA.

Three rounds of crop production estimates are attedun a season: at the onset of the rains
in November/December (first round); in February/bhamwhen the crop stands in the field
(second round); and immediately after harvest imilApay (third round). The methodology
applies predominantly to smallholder and rain-femps but is also extended to estate and off-
seasondimbaor irrigated) crops. The first round involves sdimgp and measuring plot areas
that have been prepared for planting. Together infdrences from crop yields realised in the
immediate past season, a first forecast of prodnds deduced. The estimates are discussed
and released in January/February. The second rmwadlves verification of the crop areas

% The ADDs are Karonga and Mzuzu in the north; Kgsuriilongwe and Salima in the centre; and
Blantyre, Machinga and Shire Valley in the south.
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planted to different crops and estimates of thakgbf inputs as deduced from fertilizer sales
in order to provide production estimates that aleased in March/April. The third round
involves measuring the plot area actually harvested weighing the output obtained from
the sample plot. Government releases the resullsna, before the start of the budget session
of parliament. A fourth round is undertaken in Asgtor winter crops, the results of which
are released in Septemffein summary, the methodology entails random sielecif sample
farms to be measured in each of the EPAs. It ire®®b-10 per cent of farmers for the first
and second round estimates, reducing to 1-2 perfeethe third round when the harvested
crop is actually weighed (FAO/WFP 2005).

Discussion (and ‘cleaning up’) of the results falfa six-tier ‘cascade’ model before final
release. The first meeting is at EPA level chaibgdhe AEDC where AEDOs present the
results from their sections, while EPA subject eratipecialists (SMS) in crops, extension,
irrigation, and others critique. The next meetiagai district level chaired by the DADO to
discuss EPA results (district level SMSs critiquE)e third meeting is at ADD level chaired
by the Programme Manager to discuss district (R2Bylts. From there, regional meetings
involving ADDs in that region are held in order adlopt a regional consensus. The fifth
meeting is at Ministry level chaired by a senionisiry official to discuss the ADD results.
The final meeting is a national meeting of the biadl Agricultural Production Estimate
Committee (NAPECY to approve and publicise official results. In mostthese meetings,
ADMARC and the Department of Meteorological Sergiedso present perspectives related to
their areas of competence to provide a broademppetise for the crop production estimate
figures. The ‘cascade’ model permits departuremftbe strict outcomes of a quantitative
procedure to creep into the estimates at each ;stagefect, it allows judgements on the
veracity of the quantitative indicators to be maaled opens up the possibility for political
considerations to enter these deliberations. Inp@hna5, the potential for such bias is

considered in greater detail in relation to prooucfigures in recent years. In the meantime

% The fourth estimates may not be reflected in ffiei@l statistics released in June. As a resiificial
crop production figures quoted in different goveemindocuments including those originating from
the Ministry of Agriculture tend to vary depending whether they include or exclude the winter
maize estimate.

% Chaired by Secretary for Agriculture, membershipludes government departments (Economic
Planning, Finance, department of Meteorologicaviges), state marketing institutions (ADMARC,
SFRFM), private sector (grain association of MaJdaimers union of Malawi), donors (FAO, WFP,
DFID, EU, World Bank, USAID) and NGOs.
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Table 4.3 below sets out the official maize producfigures from 1986 to 2010 as published
by MOAFS.

Table 4.3: Maize Production Estimates for Malav@i8a-2010

Table 4.3a: All maize production

Production Area Yield
Crop Season (tons) (Ha) (Kg/Ha)
1986-87 1,201,757 1,182,415 1,016
1987-88 1,423,902 1,215,087 1,172
1988-89 1,509,513 1,270,822 1,188
1989-90 1,342,809 1,343,784 999
1990-91 1,589,377 1,391,878 1,142
1991-92 657,000 1,368,093 480
1992-93 2,033,957 1,327,038 1,533
1993-94 818,999 1,129,327 725
1994-95 1,327,865 1,225,580 1,083
1995-96 1,793,469 875,195 1,443
1996-97 1,226,478 1,233,538 994
1997-98 1,534,326 1,292,669 1,187
1998-99 2,245,824 1,369,153 1,640
1999-00 2,290,018 1,435,222 1,596
2000-01 1,589,437 1,446,264 1,099
2001-02 1,485,272 1,513,945 1,034
2002-03 1,847,476 1,617,917 1,230
2003-04 1,608,349 1,478,750 1,088
2004-05 1,225,234 1,513,929 809
2005-06 2,611,486 1,762,839 1,608
2006-07 3,226,418 1,215,356 2,655
2007-08 2,634,701 1,596,955 1,650
2008-09 3,582,502 1,608,996 2,227
2009-10 3,233,364 1,640,878 1,971
Average 1,834,981 1,377,318 1,315

Source: Government of Malawi (2008a, 2009f, 2010f).
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Table 4.3b: Trends in maize production by variety

Period Maize Area (million ha) Maize yield ((Kg/ha)

(Year) Local Composite| Hybrid Local Composite| Hybrid
1986-87 1,131,540 13,780 37,095 953 1,635 2,706
1987-88 1,137,499 18,698 58,890 1,094 1,199 2,667
1988-89 1,159,985 25,072 85,765 1,052 1,760 2,855
1989-90 1,184,036 24,725 135,023 813 1,400 2,555
1990-91 1,193,642 18,878 179,358 872 1,417 2,908
1991-92 1,137,894 13,347 216,852 324 1,403 1,307
1992-93 996,757 3,878 326,408 1,036 1,623 3,050
1993-94 920,920 778 207,629 580 772 1,369
1994-95 859,143 2,308 364,134 767 1,043 1,829
1995-96 856,417 17,469 331,313 1,009 1,474 2,726
1996-97 914,518 20,275 298,745 730 1,044 1,801
1997-98 912,751 24,997 354,921 818 1,202 2,134
1998-99 767,056 45,441 509,613 997 1,572 2,613
1999-00 798,636 107,90p 528,684 994 1,693 2,485
2000-01 906,405 207,333 332,526 743 1,361 1,905
2001-02 831,988 232,62p 372,445 669 1,245 1,717
2002-03 767,012 277,828 457,056 758 1,366 1,939
2003-04 720,890 334,184 423,676 684 1,163 1,714
2004-05 768,605 372,708 372,621 518 888 1,331
2005-06 654,176 545,558 424,301 877 1,802 2,486
2006-07 164,731| 585,486| 465,139| 3,638 2,132 2,965
2007-08 559,912 587,041 450,002 866 1,767 2,472
2008-09 544,248 561,78[7 524,620 960 2,257 3,374
2009-10 513,234 524,424 603,160 915 1,972 2,867
Average 850,083 190,271 335,832 944 1,425 2,324

Figures in red suggest the vyield, especially faalanaize in 2006/07, might have been
over-estimated.

Source: Organized from official crop production iresttes data (Government of
Malawi 2008a, 2009f, 2010f).

4.2.4 The Maize Crop Monitoring and Yield Assessment Mode

In tandem with the national crop production estenatethodology, the Department of
Meteorological Services in the Ministry of Natuf@esources and Environmental Affairs

forecasts production based on rainfall and cropewetquirements, illustrated in Table 4.4.

% This maize area figure is the official figure pebed by the government in MoAFS statistics
(Government of Malawi 2008, Table 2.2, p.44), afgb a&ntered into the FAO maize production
database for Malawi (FAO 2010). It is possible thatfigure results from a typographical errorcsin
it falls outside the likely range of an area dezlgiven the surrounding maize area trend in pragedi
and succeeding years. Nevertheless, the figuedkéntas given in this thesis, since it does net tie
findings and conclusions either in this or subsatiakapters of the thesis.
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Table 4.5 presents historical rainfall data to hatgerstand crop failure events described in
Chapter 3, and maize production trends examinedChapter 5. According to official
documents, ‘normal’ rainfall in Malawi is around®8m per year (Government of Malawi
2010a).

Table 4.4: Crop water requirements in Malawi

Crop Growing period (days] CWR (mm)

Maize 90 — 140 500 -700
Sorghum 90 — 140 450 -650
Groundnuts 90 - 140 500 -700
Beans 60 — 120 300 -500

Source: Government of Malawi (2009c).

Table 4.5: Average rainfall (mm) in Malawi 1985662009/10

Year Rainfall (mm) % of Normal*
1989-90 1,081.3 14.0
1990-91 981.4 3.5
1991-92 736.1 -22.4
1992-93 1,150.5 21.3
1993-94 775.6 -18.2
1994-95 807.4 -14.9
1995-96 1,087.8 14.7
1996-97 1,174.9 23.9
1997-98 1,138.1 20.0
1998-99 1,193.1 25.8
1999-00 875.0 -7.7
2000-01 1,290.1 36.0
2001-02 1,049.2 10.6
2002-03 1,084.5 14.3
2003-04 859.9 -9.3
2004-05 823.1 -13.2
2005-06 1,087.0 14.6
2006-07 1,083.0 14.2
2007-08 1,049.0 10.6
2008-09 975.3 2.8
2009-10 903.7 -4.7
Average* 1,009.8 6.5

*Author calculations

Source: Government of Malawi (2008a, 2009a, 2010a)
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The Department employs a Maize Crop Monitoring afidld Assessment Model that

involves two stages. The first stage of the moaeblives predicting yield (Y):

Y =a+ b (WRSI), where
a = intercept constant
b = coefficient of the relationship between histaliyields and WRSI

WRSI = Water Requirement Satisfaction Index (aotimg for soil water
holding capacity, rainfall efficiency, crop waterequirement
coefficients, season characteristics, etc).

The second stage involves forecasting productigpn (P

P =Y xA, where
Y = predicted yield
A = area planted to a specific crop (e.g. maize)

This regression-model process is conducted forewdifft districts because of geographical
variations in rainfall mentioned above. The resalts then consolidated and presented as
ADD figures which are then consolidated into nagildigures. The crop productions forecasts
are conducted following the timing pattern of tleands of the crop production estimate
methodology described above (first, second andl ttuund crop production estimates). The
model can be applied to different crops but thelesfs is on maize. The model also provides
potential for discretionary adjustments of the hessof the crop production estimate results, as
discussed above. Table 4.6 illustrates how the hredalts compare with results of the crop

production estimate methodology.

The first part of Table 4.6 (refer to the rows)\pdes the results of the model forecast for
final round maize production estimates in 2008/@8 @009/10. The second part provides
respective figures from the national crop productestimate methodology for those two

years. The final part of the table shows differenicethe figures between the model estimates
and the crop production estimate methodology. Negdigures imply lower figures from the

crop production estimate methodology comparedeartbdel estimates and vice versa.
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Table 4.6: Comparing Third round estimates fromMtoelel and MoOAFS estimates

Maize type 2008/09 Final Maize Production 2009/10 Final Maize Production Estimates
Estimates
WRSI | Yield Area | Productionf WRSI | Yield Area | Production
(%) | (Kg/ha) (Ha) (Tons) (%) | (Kg/ha) (Ha) (Tons)

Model est?
Local & OPV | 92 2,040| 1,057,562| 2,157,746 86 1,973 973,203| 1,920,394
Hybrid maize 94 3,330 476,760| 1,587,420, 89 2,434 559,165| 1,360,835
All maize 93 2,685 1,534,322 3,745,166 88 2,204/ 1,532,368 3,281,229
MOAFS est’
Local & OPV 1,609| 1,106,035/ 1,790,617 1,44411,037,658 1,504,097
Hybrid maize 3,374 524,620| 1,770,014 2,867| 603,160/ 1,729,068
All maize 2,491 1,630,655 3,560,631 2,155|1,640,818| 3,233,165
Differ (%):
Local & OPV -26.8 4.4 -20.5 -36.7 6.2 -27.7
Hybrid maize 1.3 9.1 10.3 15.1 7.3 21.3
All maize -7.8 5.9 -5.2 -2.2 6.6 -1.5

Source?Government of Malawi (2009d) afidData underlying Table 4.3

4.2.5 The Food Balance sheet

The government through Department of Nutritionha Ministry of Agriculture prepares and
publishes ‘Food Balance Sheets’. The NAPEC apprtivese as part of the crop production
estimates statistics. The food balance sheets,hwéilopt an FAO format, include major
energy foods (maize, rice, sorghum, millets andsaas) which vary in importance across
districts’”; however the emphasis is on maize which provigemdication of food surplus or

shortage in the country.

Table 4.7 illustrates the actual content and titbraetic that goes into the preparation of the
official food balance sheet; while Table 4.8 preseafficial maize food balance sheet
positions in the last 11 years. On the supply €ided availability), in Table 4.7, the balance
sheet includes estimated total quantities of endoggls produced, imports and stocks in
stores (strategic grain reserves). From the tatpply, the balance sheets deduct purchases
into stock, exports, stocks required for livestdekd, seed, industrial and non-food use and
wastage. On the consumption side, the balance ssivegtide all foods determined on the

basis of per capita energy requirements, adjustedégmographic factors such as age and sex.

" For example, rice and cassava are major foods)alanlake shore districts of Karonga, Nkhata Bay
and Nkhota Kota, while sorghum and millets are mé&pmd staples in Lower Shire districts of
Chikhwawa and Nsanje.
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Table 4.7: lllustrating the official food balandeegt for Malawi

Food Balance Sheet Item Maize Rice So_rghum Cassava Ma|z_e
/Millet Equiv.
A. Net production (al-a2) 1,473.2 30.8 524 691 2,192.0
Al. Gross production 1,733.1 49.7 58.3 767 2,546.7
A2. Post-harvest losses 0.0 0.p 0/0 0 0.0
B. Opening stocks (B1+B2+B3+B4) 29.1 0.0 0,0 0 29.1
B1. On-farm stocks 0.0 0.0 0.q 0. 0.0
B2. Stocks in Strategic Grain Reserve 70 Q.0 0.0 0.0 7.0
B3. Stocks in ADMARC stores 0.0 0.q 0.0 0. 0.0
B4. WFP (humanitarian aid) 22.1 0.0 0.0 0 22.1
C. Domestic availability (A+B) 1,502.3 30.9 524 691.0 | 2,221.1
D. Kilocalories/kg 3.5 3.3 3.4 3.2 0.0
E. Requirements (E1+E2+E3) 2,030.1 97(2 53.9 .631] 2,466.6
E1l. Food Use 1,930.9 93.4 53.4 313| 2,363.2
E2. Seed Requirement 39.2 3.8 0/5 0 43.4
E3. SGR Replenishment 60.( 0.0 0/0 0 60.0
F. Domestic food balance (C-E) -527.8 | -66.4 -1.4 377.4 -245.5
G. Cross substitution 282.3 | -64.1 -1.4 347.8 0.0
H. Shortfall/surplus (F+G) -245.5 0.0 0.0 0.0 -245.5
I. Total imports 120.2 2.6 0.5 1.6 124.6
1. Commercial Imports 111.8 2.5 0.3 1.6 116.0
I1-1. Imports Received: Official 35.6 0.0 0.0 0.0 35.6
11-2. Imports Received: Informal 76.2 2.5 0.3 1.6 80.4
I2. Food Aid (Confirmed Pledges) 8.4 0.0 0.2 0.0 8.6
12-1. Prog/Emergency Food Aid recvd 8.4 0.0 0.2 0.0 8.6
L. Committed exports (L1+L2+L3) 0.7 0.7 0.0 0.0 1.4
L1. Actual Exports 0.0 0.0 0.0 0.0 0.0
L2. Not Yet Exported 0.0 0.0 0.0 0.0 0.0
L3. Actual Exports (Informal) 0.7 0.7 0.0 0.0 1.4
M. Actual net imports (I-L) 119.5 1.9 0.5 1.6 123.2
N. Projected net imports 0.0 0.0 0.0 0.0 0.0
O. Total food gap (maize) -245.5 0.0 0.0 0.0 -245.5
P. Actual food gap -126.0 1.9 0.5 1.6 -122.3
Source: Government of Malawi (2005f)
Table 4.8: Maize production and requirements, 12008
National Maize Surplus or deficit
Year Requirement Production Tonnes % of
(tonnes) (tonnes) Production
1999-00 2,023,625 2,122,495 98,870 4.7
2000-01 1,643,274 2,432,334 789,060 324
2001-02 1,825,449 1,495,104 330,345 -22.1
2002-03 2,035,643 1,351,549 -684,094 -50.6
2003-04 2,016,052 1,966,024 -50,028 -2.5
2004-05 2,039,291 1,502,259 -537,032 -35.7
2005-06 2,183,506 2,620,513 437,007 16.7
2006-07 2,255,049 3,444,655 1,189,606 34.5
2007-08 2,352,668 2,790,546 437,878 15.7
2008-09 2,458,123 3,767,408 1,309,285 34.8
2009-10 2,485,049 3,208,847 723,798 22.6
Average* 2,119,794 2,427,430 367,700 4.6

Source: Government of Malawi (2008g, p.23, 2010E5)p
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4.2.6 The Smallholder Fertilizer Consumption Data

In the discussion on the crop production estimad¢hodology above, it has been mentioned
that during the discussion of the results of ttm@roduction estimates, ADMARC and other
key fertilizer dealers are available to preseninesies of smallholder fertilizer consumption
based on tallies of farmer purchases of the inpubtagor market outlets. Major fertilizers in
Malawi relate to maize (e.g. Urea, NPK, 23:21:0:48)d tobacco (e.g. CAN and
Compounds). Table 4.9 provides a compilation ot@f data from 1991/92 to 2009/10.

Table 4.9: Smallholder fertilizer consumption 1¥2:2009/10

Year Maize Fert| Tobacco | Total Fert | Maize Fert| Subsidy | Private sector
(Tons) (Tons) (Tons) share (%) | Sales (%) sales (%)

1991-92 128,377 3,305 131,682 97.5

1992-93 138,737 3,868 142,605 97.3

1993-94 80,041 3,031 83,072 96.4

1994-95 122,894 17,746 140,640 87.4

1995-96 152,992 43,041 196,038 78.Q

1996-97 79,147 72,327 151,474 52.3

1997-98 130,345 56,581 186,926 69.7 8 79

1998-99 131,799 50,977 182,776 72.1 36 79

1999-00 140,734 50,918 191,65p 73.4 36 83

2000-01 121,153 50,868 172,021L 70.4 16 67

2001-02 135,996 50,535 186,531 72.9 9 80

2002-03 174,577 37,786 212,368 82.2 18 94

2003-04 173,166 54,761 227,927 76.( 10 84

2004-05 211,636 49,400 261,036 81.1 23 89

2005-06 237,501 54,483 291,984 81.3 45 55

2006-07 264,086 38,462 302,548 87.3 60 58
2007-08* 203,694 12,859 216,553 94.1 100 23
2008-09* 182,309 19,969 202,278 90.1 100 0
2009-10* 161,074 161,074 100.0 100 0

Average 156,329 37,273 191,641 82.1 43 72

*Refers to ISP programme fertilizer, which in 2008 vas the only source

Source: Government of Malawi (2008a, 20091, 201€x;ept subsidy and private sector
sales up to 2006/07 are from Dorward, et al., (2Q0BL)

4.2.7 Malawi Retail Market Prices

In Malawi retail market prices are collected foomgrand livestock products by the Agro-
Economic Survey Unit of Planning Division in thertry of Agriculture and Food Security
(MOAFS). Systematic data collection started in 18&8er a World Bank funded Agriculture
Marketing and Estate Development project. The pecaéection methodology has undergone
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several subsequent refinements mainly with USAIDdfog, the most notable recent
innovation being the introduction of mobile phortesough which MoAFS enumerators
transmit the data from the collection point (locaérket) to the processing point (Agro-
Economic Survey Unit).

Table 4.10: Average maize retail prices 1988-10 (KK

Year Maize
1988 0.26
1989 0.30
1990 0.38
1991 0.38
1992 0.51
1993 0.63
1994 0.99
1995 1.52
1996 2.62
1997 3.23
1998 7.03
1999 8.20
2000 6.66
2001 11.29
2002 21.45
2003 12.54
2004 15.86
2005 23.74
2006 27.65
2007 18.70
2008 45.86
2009 46.01
2010* 37.31

*refers to 9 months January-September 2010.

Source: Government of Malawi (2008a, 2009b).
Data collectors from the Ministry (Agro Economicr@ey Unit staff) collect the price data on
a weekly basis from 72 local markets across thattg2-7 markets per district). For each of
the sample commodity items (the price collecticartsetd with maize in 1988 and included
other items from 1989), the prices are collecteddtlimes a day (8-9 am, 11-12 pm and 3-4
pm) once a week for four weeks which are then dadeted to generate monthly average
prices for each market and commodity. The averégeall the 72 markets then give national
average monthly prices for each commodity, while thonthly averages in turn provide
average annual prices. The price data collectiothog®logy exercise collects prices on a
number of food commaodities but only prices for neaidce, cassava, groundnuts, beans, peas,
and meats (beef, pork and goat meet) are releasefficial statistics (see Government of
Malawi 2008a, pp.80-119). Table 4.10 gives naticamarage annual prices from 1988 to
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2010. Similar price series are available for eathValawi's 28 districts, on a weekly,

monthly or annual basis.

4.2.8 Malawi Vulnerability Assessment Committee (MVAC) Mehods

Following the 2001-02 food crisis and in resporsddepening poverty and vulnerability that
was highlighted in the first Integrated Householdv@y in 1998, the government set up a
Malawi Vulnerability Assessment Committee (MVAC) weh is a consortium committee of
government, NGO and donor agencies. Its secretfarlatated in the Ministry of Economic

Planning and Development and is funded by DFID @pment of Malawi 2005d).

The starting point in 2005 was to divide the coymito 18 livelihood zones (see Figure 4.1)
which group locations in terms of livelihood acties, susceptibility to shocks and coping
strategies. A livelihood zone boundary generalliofes EPAs and not district boundaries. A
livelihood zone comprises a district, number oftriiss or parts of districts. This was
followed by development of livelihood profiles ftire ‘livelihood zones’ to serve as baseline.
Since 2005, routine vulnerability assessments anglucted four times a year to monitor the

emerging food situation (April-June, and so @@pvernment of Malawi 2005d).

MVAC employs a data collection approach known as Household Economy Approach
(HEA)®® that entails a four-step data collection and asislyprocess. The first step, as
mentioned earlier, is ‘livelihood zoning which iolves deciding on maimgeographical
groupingsto which households in a particular locality belofddne major proxy indicators
constituting the zoning criteria are options fotashing food and income. The second step is
‘wealth ranking’ of the population in a Livelihoatbne in terms of how different households
compose their livelihoods (food, income and copomions). The baseline yielded three
categories: poor, middle and better off which imeyal terms were differentiated by land
sizes, livestock owned and levels of income. Inadest terms, districts in the central region
of Malawi lack diversity in income (tobacco) andotb (maize) compared to districts in
livelihood zones in the southern or northern regidrhe case study district of Mchiniji in this
thesis falls within MVAC Livelihood Zone No.3 (Kasgu-Lilongwe Plain) in the central
region. The third step involves analysis of ‘livelod access’ in a ‘typical’ or ‘normal’ year.
It involves one of: (1) identifying sources of foadd income and their relative importance to

the household’s total food and income access, gyantifying access to food and income

% Methodological details of the approach can be ddarSeamaret al., (2000).
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and expenditure over a 12-month baseline period.fiffal step is ‘outcome analysis’ which
involves examining implications of the effects dfosks such as price increases, or crop
failure, on people’s future access to food and nmeoThis results in consideration of the
appropriate interventions and associated budgetapjications required to ameliorate the

suffering population at risk of missing food emitient (Government of Malawi 2005c).

MVAC uses the term ‘missing food entitlement’ ratki®an ‘food deficit’ because the latter is
usually associated with shortfall in productiorgrir the national crop production estimates.
This shortfall actually indicates how much food deé¢o be imported in order to meet local
average consumption but there is no guaranteeptiwile will be able to access that food.
Missing food entitlement, on the other hand, is skien of all the food that is missing at
household level, after households have exhaustedeabptions they have for obtaining it. It
represents the total missing calories from peoplgake or consumption, rather than from
their production (Government of Malawi 2005c). Tall.11 shows the outcomes of the
MVAC vulnerability assessment in terms of populatiat risk of missing food entitlement
and the cost of intervention in Malawi as at Jund ®&ctober 2010. Table 4.12 presents

district ‘vulnerability’ rates in terms of populati at risk of missing food entitlements in each

quarter of the MVAC assessment calendar, every. year

Table 4.11: Population at risk and missing foodtkemients October 2010

Initial Forecast: Revised Forecast: October 2010
Affected June 2010 Population Missing Food Entitlements
district Population at at Risk- Maize Equivalent Maize Equivalent
Risk- June October (MT) (MK’000)
Balaka 64,553 23,362 1,313.1 52,261
Blantyre 79,018 49,522 1,889.3 75,194
Chikwawa 161,205 74,724 7,568.2 301,214
Chiradzulu 60,235 19,280 1,034.8 41,185
Karonga 6,844 0 0.0 0
Machinga 21,649 20,120 904.8 36,011
Mangochi 54,280 0 .00 0
Mulanje 74,198 41,560 2,988.4 118,938
Mwanza 12,861 9,042 513.3 20,424
Neno 26,344 20,760 894.4 35,5597
Nsanje 101,711 44,589 3,185.9 126,799
Ntcheu 47,202 27,823 1,579.3 62,856
Phalombe 54,201 29,214 2,222.4 88,45P
Thyolo 203,426 112,260 3,010.6 119,822
Zomba 94,893 35,832 1,497.7 58,261
Total 1,061,625 508,089 28,602 1,138,360

Note: the average population at risk in June 2@pdasents 15 of the 28 districts of Malawi or 7.7
per cent of the Malawi population.

Source: Government of Malawi (2010h)
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Figure 4.1: Map of Malawi showing National Livelibd Zones
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Note the distribution of the districts in the ADBsd regions:
Karonga ADD - Chitipa and Karonga districts in terth
Mzuzu ADD - Likoma, Mzimba, Nkhata Bay and Rumphtle North
Kasungu ADD - Dowa, Kasungu, Mchinji and Ntchisitdcts in the Centre
Salima ADD — Nkhota Kota and Salima districts ia ©entre
Lilongwe ADD — Dedza, Lilongwe and Ntcheu distrigishe Centre
Machinga ADD - Balaka, Machinga, Mangochi and Zomlisticts in the South
Blantyre ADD — Blantyre, Chiradzulu, Mulanje, MwanZhalombe and Thyolo in the South
Shire Valley ADD - Chikwawa and Nsanje districtdfie South

Source: Government of Malawi (2005c, p.8)
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Table 4.12: Population at risk of missing food getnents in rural Malawi

District Apr-Jun Jul-Sept Oct-Dec Jan-Mar
(1 Quarter) | (2" Quarter) | (3" Quarter)| (4™ Quarter)
Malawi 10.7 20.9 35.5 39.8
Northern Region:
Chitipa 0.0 27.2 27.2 27.2
Karonga 0.0 0.0 15 7.0
Mzimba 0.0 2.9 30.3 30.3
Nkhata Bay 0.0 na na na
Rumphi 0.0 0.0 14.5 14.5
Central Region:
Dedza 2.6 8.6 22.9 30.4
Dowa 0.0 12.1 16.1 16.1
Kasungu 0.0 13.0 23.5 23.5
Lilongwe 0.0 6.6 17.5 17.5
Mchinji 0.0 13.6 18.2 18.2
Nkhota Kota 0.0 15.8 29.2 45.9
Ntcheu 6.0 27.0 68.0 73.3
Ntchisi 0.0 18.2 34.8 34.8
Salima 0.0 26.6 63.5 63.5
Southern Region:
Balaka 50.0 57.1 81.1 81.1
Blantyre 36.2 52.0 52.0 77.1
Chikwawa 79.6 79.6 79.6 79.6
Chiradzulu 31.8 31.8 31.8 79.6
Machinga 21.6 32.2 40.9 61.7
Mangochi 0.0 6.0 35.4 35.4
Mulanje 32.0 42.0 76.2 76.2
Mwanza 15.7 15.7 76.3 76.3
Neno 17.4 17.4 86.0 86.0
Nsanje 58.8 81l.1 81.1 81.1
Phalombe 12.2 29.7 50.0 50.0
Thyolo 0.0 38.5 71.2 71.2
Zomba 17.7 33.5 50.0 50.0

Note: Likoma is sometimes treated as part of NkBata district, and not shown here
Source: World Bank (2007a, pp.11-12), drawing onAQ/data

4.2.9 Basic Needs Basket Surveys
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The vulnerability assessment methodologies destrme far are predominantly rural and
conducted by the government. The only known reduldyan vulnerability monitoring’ at the
time of writing this thesis is the Basic Needs BASIBNB) survey conducted by Centre for

Social Concern (CSC) of the Roman Catholic ChurchMialawi. The BNB surveys are




conducted monthly, since 2006, in the four citiedlalawi (Blantyre, Lilongwe, Mzuzu and
Zomba) in order to monitor basic cost of living.eTgovernment has since taken the BNB
surveys as major initiative of food security mornitg in the country and most recent BNB
reports are now on the MoAFS website under the ¢h&ocial protection. Table 4.13 is
provided to show only what enters into the codvasic food items of the BNB surveys while

Table 4.14 shows the average price of maize ifidtveurban areas from 2007 to 2010.

Table 4.13: The cost of basic food items for irohiywe City for January 2008

Description of the constant items Units Price/Unit| Qty Cost (MK)
Maize (50 Kg Bag) 50-kg bag 1,780 2.0 3,560.00
Milling (Including Grinding) Tins 52 14.0 728.00
Beans (0.8kg/day) 8 Days Kgs 198 6.4 1,267.20
Usipa (250g/day) 4 days Kgs 8564 1.0 856.00
Dry Fish-Utaka (200g/day) 4 days Kgs 808 0.8 646.40
Kapenta (200g/day) 4 days Kgs 823 0.8 658.40
Beef (1 kg/day) 4 days Kgs 361 4.0 1,444.00
Eggs (12/day) 4 days Number 18 48.0 864.00
Rape (750g/day) for 30 days Kgs 63 22.b 1,417.50
Tomato (0.5 kg/day) 30 days Kgs 131 15.0 1,965.00
Onion (116g/day) 30 days Kgs 175 3.5 612.50
Fresh Milk (250mls/day) 30 days 500 ml- packets 1015.0 1,050.00
Kasungu Cooking Oil (100mls/day) 427 3.Q 1,281.00
Bread (5 bkfsts/week) 20 days Loaves o7 200 10840,
Sugar (2 kgs/week) Kgs 107 8.0 856.00
Kitchen Salt Kgs 58 1.0 58.00
Tea Leaves (Chisangalalo) 50g-pkts 1P 20/0 380.00
Cassava (2kgsx2bkfsts/wk) Kgs 5(C 16.0 800.90
Sub-total 20,384.00

Source: Center for Social Concern, Lilongwe, Mal&008 (as explained in the text)

The BNB methodology assumes an average householsixomembers. The reporting
comprises four components: (1) cost of basic faechs (maize, relish and flavourings), (2)
cost of essential non-food items (cooking and light— charcoal, paraffin, electricity,
groceries, water bills and rent for a two bedroooude), (3) Some other additional costs
(transport costs and child education expenses; fed¢sbooks etc), and (4) Some comparative
figures of wages especially average wages in tiesgrvices for jobs that employ majority

of workers — teachers, nurses, police, clericalkcef§ and security and cleaners. The main

% Available athttp:/iwww.moafsmw.orgMoAFS) orhttp://www.cfscmalawi.org/bnb_pub.htflCSC)
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BNB is drawn from component (1) and (2) while comeuot (4) gives an indication of how
employment based incomes are able to cover cobvtin§) (i.e. 4-1+2+3). This rapid data
collection exercise involves collection of pricesth markets and retailers selected at random
and do not have a fixed sample markets or sampé #iis meant to be fairly simple and

rapid survey 7 to 10 markets and retail outletwel$ as selected households.

Table 4.14: Maize prices in the four cities of Mal2007-2010

Year Month | Blantyre | Lilongwe | Mzuzu | Zomba | Average| National
2007 Oct 27.84 21.84 40.50 21.50 27.02 20.76
Nov 30.00 24.00 37.76 22.50 28.57 2411
Dec 34.50 32.00 51.00 23.76 35.82 28167
2008 | Jan 35.16 35.60 60.00 29.00 39194 33.60
Feb 50.00 45.40 60.00 28.00 45.85 39/69
Mar 55.00 62.84 86.66 25.40 57.48 43.653
Apr 38.14 41.26 41.00 25.40 36.45 35.41
May 36.50 40.40 49.00 34.00 39.98 32.85
Jun 51.66 49.00 53.00 30.50 46.04 3791
Jul 69.16 57.20 63.0( 57.00 61.%59 4299
Aug 70.00 61.44 78.66 55.00 66.28 55.62
Sep 60.84 55.20 63.34 53.80 58.80 53,38
Oct 63.34 59.60 60.8( 54.40 59.54 54,33
Nov 68.34 69.00 64.26 58.80 65.10 57.81
Dec 76.84 67.00 63.26 58.80 66.48 63/35
2009 Jan 58.66 74.50 72.00 58.66 71(29 69.22
Feb 80.00 81.12 78.00 58.14 74.82 70|57
Mar 80.00 80.00 65.00 59.58 72.90 65.27
Apr 45.84 35.70 42.80 26.6b 37.75 45.86
May 37.00 33.26 39.40 48.58 39.56 34119
Jun 40.00 36.88 38.60 34.72 37.55 32(98
Jul 42.50 40.00 38.6( 31.46 38.14 35,57
Aug 42.50 39.00 36.60 33.50 37.90 37.29
Sep 50.00 43.00 42.00 40.90 43.175 38|74
Oct 50.00 41.00 41.4( 44.00 44.10 39,98
Nov 50.00 41.76 38.26 40.00 42.51 41.21
Dec 50.00 44.50 38.78 39.56 43.21 4174
2010 Jan 50.00 45,72 49.60 45.50 47171 45.29
Feb 51.66 44.28 51.40 49.20 49.14 46|47
Mar 45.00 41.28 39.20 51.14 44.16 43.[75
Apr 50.00 31.26 39.20 31.14 37.90 37.67
May 35.84 24.76 37.80 20.72 29.78 30.51
Jun 37.50 27.72 46.40 25.32 34.24 29/81

Source: as explained in the text.
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The trends presented in Table 4.14 are meanustrifite the impact of maize price changes as
measured in the urban areas of Blantyre, LilongMmjzu and Zomba from October 2007 to
June 2010. This is so because the sharp rise imenmatail prices experienced across two
successive lean seasons in 2008 and 2009, as sksicusdetail in Chapter 5, first emerged in
Blantyre where ADMARC started rationing maize. Thims before the rationing was
extended to other parts of the country, and theegowent eventually imposed nationwide
restrictions on private trading on maize, includsgting maximum prices (Government of
Malawi 2008g). Figure 4.2 compares the trends enutban areas and the average national

prices collected by MoAFS as discussed earlier [Eraid.0).

Figure 4.2: Trends in urban maize prices in Mal20f7-2010
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Source: as explained in the text.

4.3 Fieldwork Component of the Research

4.3.1 Introduction

Original data was collected in three communitiedMiohinji district where the two social
transfer programmes have operated side by side 20@6. A sample household survey using
structured questionnaires was conducted to coligentitative data on proxy livelihood
indicators such as demography, assets, labour @nd production and consumption. A
baseline survey was conducted in January 2008 tablesh cropping patterns and the

household food situation, and a follow up survegaptember 2008 captured crop production
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and sales. In between, two tracking surveys in Klamd May 2008 were conducted using a
sub-sample of the main survey in order to captunatvhappened to households during the
season. In addition, focus group discussions werelucted in October 2008 to identify
various aspects of livelihoods and social transfeossn a wider perspective of the rural
community. And as part of on-going fieldwork, colations and key informant interviews
were also conducted at national, district and comitydevels to solicit the views of policy
makers, researchers and stakeholders on many ssgech as policy, programme
implementation and impacts. The survey questiopsaare provided in an Annex to this

thesis, after the Reference list.

4.3.2 Choice of Mchinji District

Chapter 3 discussed that social cash transfers bpeeted in Malawi in selected seven
districts, while the input subsidy programme isiaoval covering all 28 districts of Malawi.
Among the seven districts implementing the socaalhctransfers in the 2007/08 season, only
Mchinji district had been the site of both schenmethe three years preceding the fieldwork,
thereby potentially permitting comparative analysistheir impacts on a relatively longer

term than any other district.

Mchinji is one of the nine districts in central Mali. It borders with Kasungu district to the
north, Lilongwe district to the east, Zambia to thest and Mozambique to the south. The
district headquarters (locally call&bmg is located about 110 km from the capital Lilongwe
and 10 km from the Zambia border at Mwami. In 20D&, district population was 456,558.
There were 97,209 households with an average holdssize of 4.7 (Government of Malawi
2008b). However, in the same year, Ministry of Aghiure estimated farm families at
141,347 (Government of Malawi 2008a). In 2002, @kifuper cent of the farm families were
female headed (Government of Malawi 2002b). In20@7/08 season, Mchinji had nine TAs,
namely Mlonyeni, Mkanda, Dambe, Mavwere, Zulu, Damkapondo, Mduwa and Nyoka.
This was an increase since 2002 when there wer@/Asxand 61 VDCs. At that time, the
government had not yet declared Kapondo, SimphadiNyoka as TAs (Government of
Malawi 2002b). Agriculturally, the district falls ithin the Kasungu ADD and has six
Extension Planning Areas (EPAs), namely, Mkanddulka Mikundi, Chioshya, Mlonyeni
and Msitu. These administrative structures haveadly been described in Chapter 3. Table
4.15 presents selected statistics in relation ®sdhstructures. A further discussion of
livelihood aspects of the district is provided ihapter 7.
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Table 4.15: Selected Mchiniji district statistics

EPA TA covered Avge Agricultural Traditional and Farm families

land structures decentralization

(ha) | section| Block | Village | VDC | Total | % FHH
Mkanda | Mkanda 2.8 11 88 83 15 16,731 34
Kalulu Dambe & Kapondo 33 7 56 80 10 11,930 27
Mikundi | Mduwa & Nyoka 11 10 80 80 6 17,209 35
Chioshya| Simphasi & Zulu 2.6 10 80 76 13 22,925 4(
Mlonyeni | Mlonyeni 1.8 9 72 77 7 12,679 32
Msitu Mavwere 1.8 9 72 100 10 18,894 50
Mchiniji 2.2 56 448 496 61 141,34¢ 38

Note: Bolded italics refer to social cash trangfieject sites in the district
Source: Government of Malawi (2002b, 2008b)

In terms of livelihood zoning, the district is lded within the Kasungu-Lilongwe Livelihood
Zone, which is Malawi’'s best zone agriculturallythvithe potential for production of a wide
range of smallholder crops. Mchinji has potentiat & wide range of crops and other
agricultural enterprises. Major crops are maizeugdnuts, burley tobacco, cassava, sweet
potatoes and bean®Haseolus ground beans and soya beans). There is alsoastibbt
livestock production: cattle, pigs, goats, sheabpits, chickens and guinea fowl. Irrigated
farming is also practiced but on a limited scalbe Histrict also has many tobacco estates,
potentially offering alternative livelihood sourc€&overnment of Malawi 2002b). The
district has a high maize production potential. shewn in Figure 4.3, yields in the district
have increased steadily in the last ten years wéika planted to maize has generally
remained almost the same. This contrasts with #tiemal picture that suggests some steady
increase in area planted to maize but uneven megoa yields. But the district is also
potentially vulnerable. Unlike in other districtshere people can also rely on rice, cassava,
millets and sorghum, there is limited food diversih Mchinji (Government of Malawi
2005¢, 2008d). Mchinji is among seven districtsMalawi*® with high child malnutrition
(FANTA 2007) and has high rates of ultra-poverthaligh it is ranked among the middle ten
districts in Malawi in terms of poverty ranking (&nment of Malawi 2005b). Mchinji is
not regarded as a hotspot district in terms ofrigie of missing food entitlements (see Table
4.12). A further discussion of livelihood aspectshe district is provided in Chapter 7 of this

thesis.

“0 The districts are Dedza, Machinga, Mchinji, Mwarittcheu, Ntchisi, and Zomba
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Figure 4.3: Comparing Mchinji and national maizedarctivity 1996-2008
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4.3.3 Selection of study communities

The fieldwork was conducted in three communitieplamenting the Mchinji Social Cash
Transfer scheme. A community in Malawi typicallyfe®s to a village or group of villages.
Villages are part of an informal but officially @gnised administrative structure of the
traditional leadership (chieftaincy system), agadly described in Chapter 3. Because they
organize and influence people’s social, culturallitigal, economic aspects, villages are
important research entities (Kutengule 2000, p.B®spite these structures, the two social
transfer programmes that are the focus of thisighese Village Development Committees
(VDCs) in order to target beneficiaries. Chaptene® described the VDCs as part of the
national decentralization policy introduced in th890s to promote local governance and
development management and were framed aroundidraali leadership structure. As of
October 2007 during which period the study sitesevizeing selected, the Mchinji social cash
transfer scheme was operational in 29 VDCs in fos (Dambe, Kapondo, Mduwa and
Nyoka) and covered about 2,500 beneficiary houskshaiich increased to 2,800 by April
2008.

The study was conducted in Mduwa VDC, Chiti VDC dahgwere VDC which together
had a total of 2,639 households (1,146 Mduwa, 8biti @nd 632 Kangwere) and a total of
256 cash transfer beneficiary households (110 Mdw#aChiti and 64 Kangwere). The
selection of the study sites was made in consattawith the district social cash transfer
office. Three factors were considered in the acta#héction of study communities: (1) the
distribution of the study sites across TAs in orttecapture a wider community perspective;
(2) selection of study sites located as far awaynffurban centres’ or main roads as possible
in order to capture ‘typical’ agricultural dimensg The three study sites were located at least
twenty kilometres from the district headquartdrsig and at least ten kilometres away from
main the Lilongwe-Mchinji road. However, there isn@in tarmac road which connects
Kasungu and Mchinji districts and forms the bougdagtween TA Mduwa and TA Nyoka;
and (3) avoidance of VDCs where other studies @vliind others) were being conducted
from March 2007 to May 2008 as part of ongoing eaabns of the Mchinji Scheme.

Table 4.16 provides the distribution of VDCs, hdwdds and the beneficiariebhe selected
study sites are highlighted in bold italics. Figdrd is map of Mchinji district to show the
location of the study sites.
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Table 4.16: Distribution of Mchinji pilot schemer®iciaries

Traditional Village Developmen{ Number of SCT beneficiaries
Authority(TA) Committee (VDC) | Households] FHH | MHH | Total
Chalunda 1,187 64 41 105
Chilowa 387 19 12 31
Chimwala 793 41 30 71
Dambe 1,004 59 41 100
Dambe Kakunga 1,917 79 42 121
Kambuwe 310 18 10 28
Khwere 174 13 4 17
Mphanda 1,081 57 51 108
Mtopola 1,081 49 29 78
Nthema 1,124 69 39 108
Panye 784 42 35 77
Kapondo Chankhanga 1,354 83 52 135
Chapakama 351 19 15 34
Chiwoko 393 32 7 39
Chiti 861 56 26 82
Kalulu 1,162 62 44 106
Mduwa Chimongo 980 72 23 95
Mduwa 1,146 67 43 110
Mkangala 1,018 75 25 100
Mtunga 375 24 14 38
Mzama 922 50 33 83
Nduwa 1,255 77 38 115
Thomasi 1,160 81 35 116
Nyoka Kachamba 683 46 18 64
Kangwere 632 41 23 64
Mkunda 1,340 77 36 113
Ndooka 1,221 74 34 108
Nyoka 898 63 23 86
Sivima 1,176 76 34 110
Total 26,769 | 1,585 857| 2,442

Note:Italicised, bold refer to the selected study VDCs.

Source: Mchinji District Social cash Transfer Odfi©ctober 2007
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Figure 4.4: Map of Mchinji showing the locationtbE case study communities
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4.3.4 Sampling

Sampling is required in order to draw valid infezes about the population from which the
sample is drawn. The basic assumption in reseacthdt the sample being studied is
representative of a larger population of interestnf which the unit of inquiry is sampled
(Lenth 2001). In livelihoods research, a househsldecommended as the basic unit of
inquiry (Ellis 2000, Seamaat al. 2000). A household can be described as a sociathat
comprises a person or group of persons generalipdby ties of kinship who live together
under a single roof or within a single compound & share the same household head and
eat from the same pot (Casley and Kumar 1988, p#&jants of this description also exist.
For example, Kutengule (2000, pp.59-60) discuskeshibusehold in rural livelihoods of
Malawi and terms itBanja. Banjaincludes spouses (parents), their children, okirerand
even workers who live with them since all theseugsare regarded as ‘children’ in Malawi
kinship systems. Nevertheless, the membership emadirtology of household in Malawi are
matters of practice in different socio-cultural txts. It can be known by many terms such as
banja (the family of) orkhomo (the home of) omyumba(the house of) and it may not
necessarily comprise parents as heads since orphadnsther vulnerable children (OVC) are
increasingly known to head households. It is natommmon now to find households being
categorized as ‘male headed’, ‘female headed’,eiydheaded’ or ‘child headed’, as the

Mchinji scheme has shown.

Different approaches can be used to select vaiitpkes but in practice, sample size may not
be the main issue. The goal is to design a stualydaptures parameters and dimensions of
interest. The sample can be too small for stasisgeneralization but yet still be valid enough
for constructing useful stories. Flexible reseaddsigns are therefore recommended as
yielding better research results (Sandelowski 20Gfhth 2001). Nevertheless, for most
practical purposes, a ‘30-10 rule’ is recommendét ‘30-10 rule’ requires the sample size
to be a minimum of 30 units or 10 per cent of papah of interest, whichever is greater and
where a complete population of interest is knownr{(&Il 2001). Different approaches also
exist in the literature on sample selection. Howgwdratified purposeful sampling is
recommended in situations where a complete sampfaoge might not be available and
sample sizes are likely to be too small for gemeaitibn (Bartlettet al. 2001, Grinnell 2001,
Lenth 2001). All the theoretical issues considert#te final sample for this research
comprised 90 households for the main householdesurfrom which a sub-sample of 30

households was drawn for the tracking survey.
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At the time of sampling in October 2007, input sdips(coupon) beneficiaries were not
known because identification and registration wagrogress. For this reason, the sample was
drawn from three ‘beneficiary household strata’'tthad emerged from the selection of
beneficiary households for the Mchinji Social Tr@nsScheme. The first group comprised
cash beneficiary households that in official tem@gresented the poorest 10 per cent of the
population (eligible beneficiaries). The second ugrocomprised households that were
registered by community social cash transfer coteest (CSCTCs) but rejected by district
social cash transfer committee (DSCTC) on the bakisot meeting minimum eligibility
criteria (eligible non-beneficiaries). The thirdogp comprised households that were not
registered because they were considered to be omn{meligible non-beneficiaries). The
original plan was to distribute the pre-determirggdsample households equally into these
three household categories but this was not pesdkkcause of inadequate numbers of
eligible non-beneficiaries. For this reason, thealfi distribution was 30 eligible cash
beneficiaries, 26 eligible non-beneficiaries andirgdligible non-beneficiaries. However, the
predetermined sample size of 90 households wasbditedd equally among the three study
VDCs (30 Mduwa, 30 Chiti and 30 Kangwere). The pleas for each VDC to have equal
distribution of the three cash beneficiary categiut this was not possible for Chiti and

Kangwere because of low numbers of eligible norelieraries.

The district social cash transfer office providedisa of households showing eligible cash
beneficiaries and eligible non-beneficiaries by \{26ne, village and gend&rThe first step
therefore involved taking the list of householde&zh VDC for discussion and confirmation
with respective CSCTCs at specially organized mgefor the research. Together, the three
VDCs had 256 eligible cash beneficiaries (110 Mdu@& Chiti and 64 Kangwere) and 38
eligible non-beneficiaries (22 Mduwa, 7 Chiti an&&gwere).

The second step involved actual selection of sasnipten the eligible cash beneficiaries and
eligible non-beneficiaries. A research assistantloanly picked households until the required
sample size was achieved, balancing zone, villagegender in the process. However, for
Chiti and Kangwere, all eligible non-beneficiarigsre selected since they were less than ten

each.

*! For cash payment purposes, the Mchinji SchemeletivWDCs into zones comprising a number of
villages. The zones were: (1) Mduwa VDC - Mduwahdionjo and Jemusi; (2) Chiti VDC —
Bwemba and Chiti; (3) Kangwere VDC — Kangwere, Myamo and Nyamazya.
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The third step involved the selection of the iniblig non-beneficiaries. To allow village level
comparisons, a decision was made that where pessdll the three cash beneficiary
categories should be sampled from same villagesa 8st of villages was compiled to show
where the sampled eligible cash beneficiary angildé non-beneficiaries households came
from. Then all ineligible non-beneficiary househoid the village were listed by gender. On
average, there were about twenty households in dhisgory. Then a research assistant
randomly picked households to complete the 30 sanmfpl a VDC, while balancing the
representation of zone, village and gender. Thal fisample size was 34 ineligible
beneficiaries (10 Mduwa, 13 Chiti and 11 Kangweiflegble 4.17 shows the distribution by

zone of the number of villages represented in tmape with the help of chairpersons of
CSCTCs.

Table 4.17: Distribution of zones in the study VD&l sample survey

No of Vges in Cash Sample FGD
VDC Zone Villages survey HHs HHs participants

Mduwa 19 4 66 14 9
Mduwa Jemusi 2 2 27 6

Tcholonjo 12 3 15 10
Chiti Bwemba 4 4 45 14

Chiti 3 3 38 16 7

Kangwere 1 1 26 13 8
Kangwere Mzangawo 3 2 16 10

Nyamazya 3 1 22 7

Note: CSCTC consultations here refer to those belthe day of PRA discussions
to triangulate the responses. Otherwise, full CSE€We€re consulted as a committee

at the start of the fieldwork and as individualetighout the fieldwork to seek their
views on a number of issues

Source: Mchinji Field Surveys 2007-08

The distribution of the social cash transfer schemeé the input subsidy programme in the
final working sample emerged from the 90 househalsis8 cash beneficiary households
(cash), 47 coupon beneficiary households (couihhouseholds that were beneficiaries of

both schemes (both) and 13 households that werdewoeficiaries of either scheme (none).

From the main sample of 90 households describedealaosub-sample of 30 households (10
Mduwa, 10 Chiti and 10 Kangwere) was selected far tracking survey. The selection
involved balancing the three beneficiary stratacdbed above, zone, village and gender.

From the sub sample of 30 households, the distobubdf the two schemes emerged as
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follows: 3 ‘cash’, 17 ‘coupon’, 8 ‘both’ and 2 ‘non Figure 4.5 depicts the stages that w

followed to select the sampl

Figure 45: The stages and outcomaghe sample selecti

Colour codes:
Green -Social cash transfrecipients
Yellow — Coupon recipien
Blue —Recipients of both cash transfers and cou

Note: Figures in brackets refer to total househoidbat category/at that le

SourceField sampling, 20C
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4.3.5 Focus group discussions

To facilitate payment of social cash grants, eaBIC\is divided into zones, each comprising
15-120 beneficiary households. The zones condfitnegghbouring villages and also served
as central place for VDC project meetings. It hias &deen discussed earlier that the villages
were organized like hamlets that comprised relatdtviduals or individuals who knew each
other fairly well. For this reason, the focus gradipcussions were held at zone level since
that was the highest level that the participantseveeemed fairly able to know and discuss
every household in the villages. The discussionsewsmnducted in Kadimba Village in
Mduwa VDC, Chiti Zone and Kangwere zoffe.

At least three days prior to the focus group dismrss, chairpersons of CSCTCs helped to
organize 7-10 participants drawn across villaggsesented in that zone to constitute the
focus group discussions. In addition, separateudsons were organized with members of
CSCTCs to generate different perspectives with Wwhe compare results of the PRA
discussions. It is important to note here that CSGAhich is constituted at VDC level
comprised representatives from villages represemtedhat VDC. Based on what was
discussed during the PRA discussions, as discusstdter in Chapter 6, a VDC meeting
attended by households from all villages in thatG/iB held to elect CSCTC members. While
popular vote counts, deliberate efforts are madensure representation from wider villages.
That is why the official guidelines stipulate CSCi@mbership of 12 individuals but in the
three study sites, membership ranged from 11 tmérhbers (11 members in Kangwere and
14 members in Mduwa and Chiti VDCSs).

It is also important to note here that the CSCT@sewnot independent entities but part of a
‘community system of committees’. Again, based dratwas discussed and observed during
the field work, there were also input subsidy cottees that were formed and worked with
village heads to register coupon beneficiariesriput subsidy programme. Most members of
CSCTCs were also members of the input subsidy cttewsi Thus, it was practically
difficult to separate committees for the socialhcaansfer programme from those of the input

subsidy programme. And by the structure of theagils and reporting requirements for the

“2 Former TA Mduwa had passed away, such that it weagpossible to organize discussions at zone
level. Special arrangements were made to condad®?®A in Kadimba village since it was relatively
far away from the TA headquarters.

109



committees, the committee activities were not ehtifree of the influence of the village

heads and ‘relational’ aspects.

During the actual focus group discussions, thearefeteam met with the participants at a
central place where they normally met for CSCTCvilage meetings. The researcher
facilitated the discussions using a checklist cjions while two RAs took notes. The RAs
were oriented to the PRA guides and facilitatiord arote-taking techniques before the
exercise. Immediately following each focus grougcdssions, separate discussions were held
with members of CSCTCs to generate a differentpgsatsve with which to compare results
of the focus group discussions. All discussionstplace 3-5 hours in the morning and the
afternoons involved research team meetings to didas® and summarise major findings.

Table 4.17 above has provided the distributiorootis group discussion participants.

4.3.6 Key Informant Interviews

The researcher also conducted a number of keynaor interviews at national, district and
community levels as part of ongoing fieldwork aityiv At national level, those interviewed
included senior government officials in key minys{Finance, Economic Planning- Social
Protection Unit and MVAC, Agriculture, Local Govenent, Transport and Public works,
Ministry of Gender- Social cash Transfer Unit, MASA donor agencies (DFID, UNICEF,
WFP), NGOs (Concern Worldwide, Centre for Socialn€@an, CISANET, IPRISE and
FEWSNET) and Centre for Social Research (that veaslucting evaluation of the Mchinji
Scheme with Boston University). At district levahterviews were held with Director of
Planning, DADO, District Social Welfare officer angy staff. At community level, key
informant interviews were conducted with agricudtuiield staff and village heads. It is
stressed here that most of these were informaluttati®ns to get deeper understanding of
policy views, programme implementation processasb apparent outcomes and impacts on
poverty and vulnerability reduction. Some considta continued by email and telephone
after the researcher had returned to the UK inrotoleget updates on ISP and social cash

transfer programmes.

4.4 Data transformations and analysis and epistemologat issues
4.4.1 Data analysis
After each round of household survey, the questoes were processed and entered in

SPSS. It is important at this point to stress #stricted character of the empirical fieldwork

110



research. In order to support the secondary dataiothesis, earlier described, the researcher
conducted a limited fieldwork exercise to gain arendefinite feel for critical strengths and
weaknesses of the two programmes under discussidiis thesis. The researcher had no
resources to carry out a full-scale livelihoods a&ntherability analysis of a large sample of
households. For this reason, this thesis is maiohcerned with simple statistical methods for
describing observed food security effects of the sehemes under consideration in this
thesis. To test for differences in means, One-waglysis of Variance (One way ANOVA)
comparing at least three sample groups or Indepgs®mples T-Test comparing two groups
have been employed on the data. To test for diifage in proportions between groups,
Mann-Whitney U test (for_2independent samples) and Kruskal-Wallis H Test (o
independent samples) have been conducted. In addsimple regression (y=pt) is applied

to the different productivity time series (secoryatata in order to test for the existence of a
positive or negative trend. Simple correlation gsial using Pearson’s product-moment
correlation coefficient is also conducted to test lfnear positive or negative relationships
between two variables. These are most appropmats to yield the evidence sought in this
research (Colman and Pulford 2006).

A number of transformations have been conductethéooriginal data in order to permit
comparisons between households. To allow comparisgnlabour availability, ages of
household members were converted into adult labquivalent using conversion factors in
Table 4.18. From the literature all persons abbeeaige of 7 years provide productive labour
in one way or the other, especially on family farimg\frica (Johnson 1982, p.205). In doing
this calculation, there is no implication that ichiabour’ is desirable. To the extent that the
labour contribution of persons aged below 19 yé&ansidered child labour is a matter of
government policy, which currently lacks a propanfework.** The government has so far
not outlawed or criminalized the participation afuypg people either on family farms or in
ganyu in neighbouring farms. The attention to date hasud$sed on child labour in
commercial tobacco and tea estates because ovysehistory of using children as cheap
labour (Eldring 2003, Otanezt al. 2006). In fact, the ISP as a main vulnerabilitgiugtion

policy initiative in Malawi targets (amongst otheategories) households where the head

*3 The Malawi Constitution provides for the protentiof children from economic exploitation. The
Employment Act of 2000 prohibits the employmentpefsons below the age of 14 but allows the
employment of persons aged 14-18 years as long dmes not harm child development (Eldring,
2003, p.12) labour (Eldring 2003, p.12). Governmeobnomic reports (e.g. by NSO) describe
economically active age group in Malawi to be 15¢64rs.
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cannot provide active labour but there are depesdamcluding children, who can (Mwale
2009). In theMedium Term Plan for the Farm Inputs Subsidy Progmaecovering the period
2011-16, there is a stated policy provision to heaesource poor households headed by
children and orphans, in the same way as specraideration is to be given to households
headed by the elderly, HIV positive persons, fesyathksabled persons, or household heads
caring for the elderly, chronically ill or disablgzersons (Government of Malawi 2010d,
p.16). During the fieldwork, children as young a®fyears were reported to have participated
in family farms and even imganyu but for the purpose of this thesis, labour inpét o

individuals aged below the age of 7 years is careidl to be zero.

Table 4.18: Labour conversion factors (adult uegsivalents)

Age (Years) Female Male | Average*
Below 7 0.0 0.0 0.0
7-14 0.4 0.4 0.4
15-64 0.8 1.0 0.9
65 and above 0.0 0.5 0.5

* authorcalculations to remove gender bias
Source: Johnson (1982, p.205)

The fieldwork also monitored availability of foochéize) stocks at every survey round. The
stocks were collected in both grain amfd (maize flour) in units reported by the households
and applicable to most rural Malawi. To permit camgons to be made between households
in the sample, the quantities were ‘standardizett kilogrammes using conversion factors

developed by NSO and widely used as official messtor Malawi (see Table 4.19).

Table 4.19: Maize conversion factors for Malawi

Measure of maize Kilograms
50 kg bag 46.7
90 kg bag 84.0
Pail (small) 8.7
Pail (large) 20.0
No. 10 plate 0.2
No. 12 plate 0.8
Basket engy shelled 34.6
Basket @engy unshelled 13.3
Oxcart (unshelled) 32.3
Oxcart (shelled) 350.0

Source: Agricultural Input Subsidy Survey by NSQly 2007

112



The ufa was reported in the form affa woyela(refined meal) mgaiwa (whole meal)or
mixed. To permit comparative analysis of househdhisufa was converted into maize grain
equivalents using factors derived by leading redeas on food security and nutrition in
eastern and southern Africa (Jaytal. 1996). These were consistent with conversion facto
earlier provided by nutritionists in the DepartmehtHHome Economics and Human Nutrition
at Bunda College of Agriculture of the Universitl Malawi**. According to Jayneet al.,
(1996, p.5), the extraction rate fiorgaiwais 96-99 per cent while the rate foia woyerais
65 per cent. To account for situations whereutaein the sample was mixed, an average rate
was derived for this thesis as follows: the averafgextraction rate for ufa woyera plus the
average extraction rate for mgaiwa ((60 + (96+99)=2). This gave a working rate of 78.8
per cent with which thefa was converted back into maize equivalents. Inaasg, less than

10 per cent of the sample households reportedifoath form at every survey visit.

To permit comparisons of the duration (days) tlezlsd would take to deplete, the stocks
were ‘standardized’ into household maize calorigients by applying a conversion factor
(see Table 4.20) derived from two separate studieslucted on Malawi. In 1992, FAO
estimated that 468.8 grams of maize in Malawi piedi 1,422 calories equal to 3,033.3
calories for each kilogram of maize (FAO 1992, Babdl). In 2010, Ecker and Qaim (2010,
p.5) estimated that 381.7 grams of maize provid882Lcalories equal to 3,489.7 calories for
each kilogram of maizé&® These two sources provide an average figure @&f1352calories for
each kilogram of maize, and this is the figureised for nutritional conversions in the rest of

the thesis.

The household maize calorie requirements were ctedgay applying conversion factors that
were provided by the government in the 1998 Prafil®overty in Malawthat drew on IHS-

1 (see Government of Malawi 2000b, p.109). Theciacare adjusted for age, sex and scale
of activity a person performs but the author detiage-based averages to remove ‘gender
biases’. On the basis of these conversion factbesaverage per capita maize requirement is

0.43 kg per day or 158.4 kgs per year. To estimateber of days the food stocks would take

4 Mr Kingsley Masamba, Lecturer in Food Science ad& College, provided an extraction rate of 90
per cent forMgaiwa and 60 per cent fanfa woyeraas conversion factors used by Department of
Home Economics and Human Nutrition at the College.

“*Mr Neil Orchardson (Technical Advisor for Food Gety and Nutrition) of the Ministry of
Agriculture and Food Security informed the researdh October 2010 that the Ministry has since
adopted this as the ‘official’ conversion factor.

113



to deplete, total household maize calorie requirgmper day were derived by summing up

daily maize calorie requirements of different indivals in the household. This was then used

as a denominator with which to divide the total meatalorie equivalents:

Days food would last = Available food stocks (matadorie equivalents)
Daily household maize calorie requirement

Table 4.20: Per capita calorie and equivalent magairements (kgs)

Age Mchinji sample | Daily calorie | Daily maize Daily maize Annual maize
(Years | Equiv group (yrs) | requirement calorie requirements | requirements
(kgs) (kgs)*®
<1 0-0.9 820 597.0 0.18 65.7
1-2 1-1.9 1,150 837.2 0.26 94.9
2-3 2-2.9 1,350 982.8 0.30 109.5
3-5 3-4.9 1,550 1,128.4 0.35 127.8
5-7 5-6.9 1,800 1,310.4 0.40 146.0
7-10 7-9.9 1,950 1,419.6 0.44 160.6
10-12 10-11.9 2,075 1,510.6 0.46 167.9
12-14 12-13.9 2,250 1,638.0 0.50 182.5
14-16 14-15.9 2,400 1,747.2 0.54 197.1
16-18 16-17.9 2,500 1,820.0 0.56 204.4
18-30 18-29.9 2,600 1,892.8 0.58 211.7
30-60 30-59.9 2,567 1,868.5 0.57 208.1
60+ 60+ 2,225 1,619.8 0.50 182.5
Average 1,941 1,413.3 0.43 158.4

Source: as explained in the main text above.

4.4.2 Epistemological position in this thesis

Research in the field of social sciences entailpgsive and rigorous investigation that aims
to generate new knowledge (Sarantakos 2005, psBdban facts that are not just given but
also produced (Mukherjee and Wuyts 1998, p.243fei@int research works adopt different
epistemological stances regarding views on ‘ger@raif new knowledge’ but this research

adopts view that allows for the comparison of ddfe ideas on a relative basis (Proctor
1998b). This epistemological position can be rei@rio as critical realist strands of thought
which approaches issues of knowledge as constitiith realism and practical activity; that

reality exists but it has to be interpreted withirgiven context by interpreting the observed

interactions between powers, institutions, actorforces. In the field of social sciences, the

8 As a rule of thumb, the government encourages Mate to keep two and a half 50-kg bag of maize
per person per year. But working figures vary adeisibly. In the BNB surveys described in earlier
sections of this Chapter, the methodology has adaptvorking maize requirement of two 50-kg bags
per month for a family of six persons, translafimg 200 kgs per person per year. The averageeof th
two sources yields 162.5 kgs per person per ydaichnis very close to 158.4 kgs derived for this
study — a difference of 4.1 kgs may be acceptablalf practical purposes.
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purpose is to uncover deeper issues around capaterns, outcomes and effects around
themes of research interest; the interaction betweewers’ in issues around poverty and
vulnerability and their most recent policy respansenphasizing social transfers/agriculture
in the case of this thesis. This interpretive psscmvolves aspects of subjectivity as set of
empirical methods are explained and elaborated.r@fidts of such analytical process in this
thesis can provide the basis for ‘policy’ changetHis research, examples that have received
critical analysis include power relations (e.g.eraf private sector in ISP), ethical (e.g.
leakages of coupons or social transfers), econ¢enc cost effectiveness of social transfers)
or political (e.g. politics of social transfer tatoqng and reporting of the outcomes that have
created unexplained gaps with reality on the grdidichskar 1989, Proctor 1998a, Carter and
New 2004). This study combines social sciencesudioly economics (e.g. optimal use of
resources such as inputs) and politics (how palitiactors can override evidence-based
policy making) with agriculture (e.g. maize prodan), geography and environment. These
disciplines fall into either or both of the two magparadigms of positivist or post-positivist
perspectives on knowledge generation. Importantly this study, a number of different
fieldwork methods were found appropriate, and a l@aed qualitative and quantitative
approach was followed (Boot#t al. 1998, Ellis 2000, Kanbur 2003).

The field work was conducted with the assistandesix research assistants (RAs) who
helped with field data collection variably at diéat periods but three worked on more or less
‘permanent basis’ while the other three were broughperiodically to confirm the data
collected. The original plan was to recruit reshaassistants resident in each of the three
study VDCs. It was apparent from initial consuttas that the CSCTCs did not favour the
idea because it would kill the spirit of voluntesani since members of the CSCTCs were not
receiving any formal remuneration for their timesources and servic&sOn the basis of
these reservations, two assistants were recruited €ommunities neighbouring VDCs not
participating in the study. Agricultural staff atsttict and Mikundi EPA helped in the
identification and recruitment process. One RA weguited from the district headquarters
(Mchinji Boma) and worked with the researcher tigloout the study from initial sample and
community selection to data entry. All the threesRéommuted to the study sites on daily

basis using bicycles.

“" It is discussed in Chapter 6 that members of tBETCs are not volunteers in strictest sense because
they draw a monthly allowance, now at MK1500 penthan addition to daily allowances every time
they participate in project activities, mostly adéstheir communities.
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A central place known as Matutu, a trading centhectv forms a boundary between TAs
Kapondo, Nyoka and Mduwa, was identified as a mggtlace for the research team. Matutu
also has some houses for agricultural extensiorkeverfrom Mikundi EPA, one of whom
volunteered venue for training and meetings througlhe fieldwork. Prior to the fieldwork
data collection, one week training was providedh® RAs to orient them to the research
objectives and design, data collection methodokdgee be employed and ethical issues in
research (sensitivity, confidentiality etc). Paift the training included a pre-test of the
baseline questionnaire in nearby villages. Thetgse-experiences were used to refine the

questionnaires and to map out field logistics beefaily-fledged baseline survey.

The three RAs implemented the baseline survey @@sdéholds), first tracking survey (30
households) and final survey (90 households) tHrongerviews with heads of households or
their proxies. Each household survey phase tookviweks maximum and each household
tracking phase was completed within one week. thtech to community level consultations,
the researcher supervised and monitored the diéctoon by the RAs. But to ensure quality
work, the payment of the RAs was tagged to eachgrhp completed, checked and approved
questionnaire. In the second tracking survey, h@nethe RAs responsible for Mduwa and
Chiti were replaced with two new RAs (one from bigove and another from Mchinji Boma;
and a third was recruited from Bunda to specificéiélp with focus group discussions) in
order to independently verify some issues. The ks were oriented to the study and
questionnaire. The approach also changed - thendsdeam (3 RAs & the researcher)
moved together, completing the survey in one conityubefore moving to the next
community. Each study site took one full day to adster 10 questionnaires. All the
household level interviews were conducted at redeots house/home using a structured
questionnaire. Immediately after completion of eaclund of household survey, the
questionnaires were coded and entered in SPSSRArtd the data entry with regular help

from the researcher.

4.5 Summary

This chapter has reviewed methodologies that degaet to the construction and analysis of
this thesis. These methodologies divide into twanmzategories: those associated with
Malawi government statistics, and those associatgd the author's own fieldwork in

Mchinji district. It is considered important to seut the basis of various government

statistical series or surveys, since the provenaricthese affects both questions of data

116



accuracy and the information that is availablefémd insecurity policy decision making. In
particular, the targeting methods used in the Mclsocial cash transfer scheme have
depended on a particular interpretation of datadained in the IHS2 conducted in 2004-05.
The chief measure of success of the ISP are theubglins estimated according to the
methodology set out in section 4.2.2 above, whah,discussed in that section, allows
discretionary discussion of data to occur at paldic points in the methodology. All the
methods discussed in Section 4.2 above in one wapather have a bearing on data and its
policy interpretation in this thesis.

The second half of the chapter describes the metbgy that applies to the fieldwork study
conducted in Mchinji district. The section descslt®w major data transformations that have
been conducted to the original data to allow comspas between households. The restricted
scale of the fieldwork is also discussed; becahseptirpose was to support secondary data
sources described in Section 4.2. The importandakifig epistemological issues into great
depth when conducting empirical research is resmghbut not a binding factor in this thesis;
although ‘fair’ consideration has been taken int theection.
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Chapter 5: Agricultural Input Subsidy Programme
5.1Introduction

Previous chapters have established that agriculipait subsidies have consistently been
seen by successive governments as the principalypioiitiative for tackling poverty and
vulnerability in rural Malawi. The purpose of thtahapter is to examine how the most recent
input subsidy programme (ISP) works on the ground ié&s outcomes. The chapter begins
with a background to the ISP, including the factbit influenced the government decision to
introduce agricultural input subsidies in 2005/06l &0 continue them at scale in successive
years. The chapter then provides a descriptionhef drganization, implementation and
management of the programme as these have evahaslthe programme started. The third
section examines economic aspects of the progranmukiding coverage, fertilizer use,
delivery costs, and cost effectiveness. The fosetttion considers strengths and weaknesses
of the programme that have been identified in waridifferent studies of its functioning.
Finally, the chapter critically examines the outmlaims of the subsidy, utilising maize
balance sheet and price data to draw inferencestdli®@ly maize production levels in

Malawi in recent years.

The input subsidy programme (ISP) was introducedtlie 2005/06 cropping season, and
therefore the logistics for its implementation wgnet in place during mid-2005 so that
coupons for subsidised input purchase were diggibby the planting season in 2005, and
fertilizer was available in warehouses for couptm®e redeemed. The introduction of the
ISP immediately followed a poor production yead04/05, leading to widespread hunger in
the following 2005/06 lean season. As summarised al Chapter 3, the ISP followed on
from two previous schemes, the Starter Pack inpberme (SPS) which operated in the
1998/99 and 1999/00 seasons; and the Targeted FPymgramme (TIP) that operated at

varying different levels of coverage from the 2@I0fo 2004/05 seasons.

The background to these predecessor schemes vanmel® this chapter. In particular, SPS
was introduced in response to a cumulative detimr in food security in Malawi that had
evolved during the 1990s. The reasons identifietthénliterature for this deterioration include
adverse side effects of market liberalisation apithpse of public service (1990-94), adverse
weather conditions especially droughts (1991/92419®) and floods (1996/97), an influx of
Mozambican refugees (1987-1994), the negative wsffen production of growing AIDS-
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related illness and mortality, declining soil feétyi and high market price of fertilizers
(Conroyet al.2006).

A five year programme of work by a national maizeductivity task force presented its
findings in 1998 (Mann 1998, 2008). This identifiacdcost-effective package of maize and
fertilizer technology for small farmers with littleash to buy agricultural inputs. The package
provided the correct inputs for just 0.1 ha of meaiaut was considered effective, with good
rains, if it was (a) accessible by all small fareyéb) accessed on time before the onset of the
season, (c) based on high productivity and reliaiglehnology (of hybrid seed) with
economically efficient doses of fertilizers and édjpported by a strong mass campaign and a
focussed extension effort (Mann 1998, Blackie arahiM2005a, Mann 2008). The design of
SPS incorporated these recommendations. It provadedy farm family an input package
comprising hybrid maize seed (2 kgs), legume sedkds), basal fertilizer (10 kgs
23:21:0+4S) and top dressing fertilizers (5 kgsd)ymequate for 0.1 hectare of maize.

While SPS seemed to demonstrate good potentiataising maize yields and output in
Malawi, it was halted after two years due to disagnents between donors regarding its
advisability. Specifically, the World Bank opposadiniversal scheme, and DFID which had
provided technical support and funded SPS eventgale way to the Bank’s position. SPS
was replaced by a scaled-back version that cambetknown as the Targeted Input
Programme (TIP), implemented from the 2000/01 sea3®P incorporated the following
changes to the starter pack: (a) the number offiogamées was reduced to 0.4 million farmers
(later increasing to 1.5 million farmers, due toweing hunger events); (b) the size of the
input package was reduced to 0.08 hectares magze(arkg maize seed, 1 kg legume seed
and 12 kgs fertilizer); and (c) the seed was chdrfgan hybrid to OPV maize. Unlike the
starter pack, TIP coincided with a series of adveveather events, mainly floods in 2000/01
and droughts in 2001/02 and 2003/04 (Frankenbexgat. 2003, MVAC 2004), but the fall

in maize production and ensuing hunger tended tattibuted in government circles to the

scaling down of the starter pack (Levy and BaraiziGR).

The 2004/05 crop season produced the lowest maipeioin a decade. It coincided with the
new government of Dr Bingu wa Mutharika, electedMay 2004, who had campaigned on
scaling up input subsidies to end hunger in Mal@@énning et al. 2009). In 2005, the
government moved to comply with its campaign pr@siand introduced the ISP in defiance
of majority donor views, a decision that has siheen described in some quarters as ‘ending
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famine simply by ignoring the experts’ (Dugger 2P0¥Yhe programme has since 2005/06
provided every year 1.3-1.7 million farm familieglw2-10 kilograms of maize seed and 100
kilograms of fertilizer adequate for 0.4 hectarésnaize area. At the Africa Summit of the
World Economic Forum in Cape Town, South Africaddune 2008 the president reaffirmed

his commitment to providing input subsidies at #uale:

“Enough is enough. | am not going to go on my kneebeg for food. Let us
grow the food ourselves. And indeed we have” (Mtkaa2008)

As discussed in Chapter 3 in the context of théohysof agricultural policies in Malawi,
fertilizer subsidies have long represented a fomusontestation between government and
donors (and also, at times, between different grmsgoof donors). For economic reasons set
out in Chapter 2, the World Bank, IMF and USAID bayenerally been antagonistic towards
the reintroduction of subsidies in Malawi, afteloag battle in the 1980s and early 1990s to
persuade the government to remove them. HoweveMMbrld Bank softened this stance for
an interval in the late 1990s, allowing the StaRack scheme to go ahead, only to retreat into
its default position two years later. Currentlyndo views fall between outright disapproval
(USAID), sceptical but guarded approval (World Banlsmart subsidies’, EU, DFID), and
near unreserved approval (most UN agencies, Ngalernments and international NGOs).
The government on the other hand sees the ISPchsmelg its policy space (Chinsinga
2007b, 2007c).

Even disapproving donors (USAID) have eventuallgvei a degree of interest in ensuring
that the ISP achieves the most desirable outconmssgroperly monitored with regard to its
efficiency and effectiveness. The World Bank andAUs have funded evaluations of the
programme. In the most recent MK39 billion prograenrm 2009/10, major donors
contributed resources as follows: DFID (£3.8 millipledged but £2 million provided), EU
(€3 million in pledges), Norwegian Government (NEK dhillion pledged but not provided,
awaiting production of government audit for 2007/ids), Irish Aid (€3.2 million)
(Government of Malawi 2010c). It is important tot@dhat while the government has an
apparent goal to widen the scope of the ISP tadeckmallholder cash crops such as tobacco,
cotton, tea and coffee, the position of the quiesdenors is that the programme should be
limited to food crops (maize and legumes) and paoners (DFID 2010). Given this stance,
the 2009/10 ISP was restricted to maize only asdtha findings of the fieldwork in the
tobacco-dominated Mchinji district reveals (Chapir households that receive coupons
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display a preference towards the utilization of tbeilizer on maize. External experts who
have examined or evaluation successive input pnogies in Malawi (e.g. Dorwardt al.

2008) tend to come down in favour of a small ursaésubsidy for all farmers in Malawi (i.e.
similar to Starter Pack) rather than a large sybsdgeted (probably ineffectually) towards

poorer farmers.

Table 3.1 in Chapter 3 provides a summary of th#see successive input subsidy
interventions. Of special note is their varying emage. SPS was designed as a universal
programme to reach all small cultivators in Malaanid in 1999/00 is thought to have reached
2.8 million farm families. Good levels of maize west were achieved in both these seasons,
at 2.2 and 2.3 million tons respectively; howewueris recognised by commentators that
fortuitously good weather in these seasons conethto these outcomes (Levy and Barahona
2002). TIP varied in coverage, and also in the amsitjpn of the input package provided. As
already noted poor weather resulted in a successiolow harvests in the TIP period,
culminating in the disastrous 2004/05 season wimdy ©h2 million tons was harvested. The
TIP data indicates the difficulty of deducing thigeetiveness of input subsidies, given the
overwhelming importance of weather events in rainfeize production. Thus TIP coverage
both in terms of number of farmers and size of paak quite generous in 2004/05 (see Table
3.1 n Chapter 3), but did not prevent a low haraest serious hunger from happening. SPS
and TIP performance has been examined in detalnaomber of sources (e.g. Levy 2005b,
Harrigan 2008).

The ISP varied in coverage in successive seasdangeée 2005/06 and 2009/10. It set out to
reach 1.7 million farmers (roughly 60 per cent bbfsanall farmers) in 2006/07, while in the
other years it sought near universal coverageciaffoutput levels during these five seasons
of ISP implementation have varied between 2.6 aGdr8llion tons (see Table 4.3 in Chapter
4); however, there are serious concerns aboutdteracy of these figures which have been
expressed by several leading researchers on maarkets in eastern and southern Africa
(e.g. Jayneet al. 2008), and this is critical for the eventual ewilon of the ISP’s success in
averting hunger and vulnerability in Malawi, as désed in section 5.5 below. Table 5.1
provides summary of basic data of the ISP from 20®% 2009/10.
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Table 5.1: Basic Data on the Agricultural Input Sidly Programme 2005/06-2009/10

Cop | s | S | Redomption | Marker | Supay| To | Tow
Sales Price Value Rate

no. tons MK/50kg | MK/50kg % MKbn | US$m
2005-06 1,370,060 131,388 085 2,735 64 7,200 61.0
2006-07 1,772,280 174,688 950 3,430 72 12,729 90.9
2007-08 1,700,000 216,553 900 4,199 79 16,346 116.8
2008-09 1,700,000 206,541 800 9,800 92 39,848 284.6
2009-10 1,600,000 161,074 500 5,750 91 25,000 178.6

a Maize seed sales were 4000 tons per year fror6/@0Qo 2008/09, increasing to 8000 tons
in 2009/10

b In 2005-06 subsidised maize fertilizer was sol&950 and tobacco at MK1450 per 50kg
bag, this figure represents a weighted average pEmned quantities 2006/07-2008/09 were
170,000 tons of fertilizer but 2.7-27.4 per cemabthe planned quantities was actually sold
through ISP.

c 2009/10 cost is the budgeted cost

Source: updated from Dorward and Chirwa (2011 )wvidrg on data underlying Table 3.1

5.2Programme Organisation

The ISP is a fertilizer and maize seed subsidy narmgcovering the entire country. It is
funded by the Government of Malawi, with varyingaearce inputs and logistical support
from donors in different years, especially DFID, RED, UNDP and the European Union. It
is implemented by the Ministry of Agriculture inladboration with several other institutional
actors, principally two semi-autonomous public lesdihat had played important earlier roles
in fertilizer distribution as described in Chap&rADMARC and the Smallholder Farmers
Fertilizers Revolving Fund of Malawi (SFFRFM). Tparticipation of the private sector in
delivering ISP has varied from year to year (Doxvat al. 2008, Government of Malawi
2008c, 2009e, 2010c). Figure 5.1 illustrates thaitutional arrangements that have been
responsible for the delivery of the ISP since iswtarted.
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Figure 5.1: Implementation arrangements for theifrgubsidy Programrr
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The ISP is a complex programme involving many dotiy and stakeholders. Some tasks are
implemented in sequence and others in parallelrabipg at different scales (from centre
down to the village level). The major areas of\attinevertheless interact (e.g. fertilizer
available must match coupon allocation). These lbansummarised as (a) selection of
beneficiaries (targeting), (b) coupon allocatiowl astribution, (c) fertilizer procurement and
distribution, (d) coupon redemption by recipientrnfiars and (e) invoicing and
reimbursements of suppliers. Within and betweensdhectivities, some tasks are
implemented in sequence while others run parallelaich other. A stand-alone, leanly staffed
Logistics Unit within MoOAFS coordinates the implemt&tion process in which the following

are key players and their roles:

(1) MoOAFS senior management and an ISP Secretariatdebme on the work plan of
coupon and fertilizer distributions in a seasord amo are responsible for controlling

the costs of ISP implementation;

(2) specific donors who have provided logistical assisé (for example, DFID assisted
with fertilizer distribution to warehouses in soyears) as well as technical expertise,

and financial contributions to assist with prograencosts;

(3) District Assemblies, ADDs and traditional auth@®i(TAs) which are responsible for

beneficiary selection, registration and the disiiiin of vouchers;

(4) ADMARC and SFFRFM and, variably, the private sectontracted to provide
services of input procurement, warehousing, trartapon, packaging and delivery,
printing and publicity.

The implementation of these activities, as sumredri; Table 5.2, has evolved over the
years. The ISP is a coupon-based input subsidynsehEligible small farmers receive two
coupons (vouchers), one for 50kg basal dressingasadfor 50kg top dressing fertilizer,
entitling the holder to redeem the fertilizer gtrascribed subsidised price per bag. The main
emphasis of the programme is on maize but coup@ns also issued to tobacco farmers (and
in 2008/09 to a limited number of tea and coffeentrs) but this has been stopped since
2009/10. The organisation of beneficiary selectims varied in different years, but has

tended to move from reliance on traditional lead&®s) or VDCs to more open community
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verification of suggested beneficiary lists. Whilbere is no principle that the same

households will be registered in successive y@&afactice, repeat selection is the norm.

Table 5.2: Summary of programme design and impléatien 2005- 2010

Y Scope of Coupon distribution| Coupon redemption Other system
ear o : ; .
subsidised inputs system system innovations
Maize & tobacco | District allocation Only through
2005-06 | fertilizers; by maize areas, SFFRFM &
Maize seed (OPV)| distribution by TAs | ADMARC
. District allocation Fertilizers also at Coupons specific to
Maize & tobacco ' : oo o
fertilizers: b_y maize areas, private retal_lers, fertll_lger type.
2006-07 . ' . | distribution varied, | Flexible maize seed | Fertilizer buys back
Maize seed (hybrid h h h f |
& OPV) through DAs, TAs, | vouchers at range of | system. Involvement
VDCs, MOAFS seed retailers of Logistics Unit
Maize & tobacco | District allocation to Fgrtlllzers a_lso "_it .
- private retailers; Reduced copies of
fertilizers farm HHs & areas, ' .
' . Flexible maize & coupons.
Maize seed (hybrid DA selected legume seed vouchersRemote EPA
2007-08 | & OPV); Legume | beneficiaries, 9 ;
LA . at range of seed premium.
seed (limited); vouchers distributed L2 -
retailers; Fertilizer buy back
Cotton seed & through MoAFS and .
. Cotton inputs through| system
chemicals VDCs
ADDs
{\(/Ieglgeé;?fl;aécco, Fertilizers only at Extra coupon
fertilizers: District allocation to| ADMARC & security features &
) ' .| farm HHs & areas; | SFFRFM; market monitoring.
Maize seed (hybrig C o .
) Farm HH register; | Flexible seed No remote EPA
2008-09 | & OPV); legume X f h ¢ .
seed. cotton seed Open meetings for | vouchers at range of | premium.
. allocation & seed retailers; ADMARC
& chemicals, . :
. disbursement Cotton inputs through| computers for
maize storage .
. ADDs voucher processing
chemicals
Maize fertilizers Only DADOs Only ADMARC &
and seed (hybrid & working with local | SFFRFM allowed to | Seed quantities
2009-10* OPV) only; community leaders | sell the fertilizers; increased to 5kgs
Flexible seed allowed to select Only seed companies hybrid & 10 Kg
vouchers beneficiaries and allowed to redeem OPV
discontinued distribute vouchers | seed vouchers

*2009/10 is author’s update drawing on Govt of Malé&2010c)

Source: updated from Dorward and Chirwa (2011, p.6)

The ISP has in principle followed a similar setetifjibility criteria for beneficiary selection
since it began in 2005. A beneficiary householduhde poor, and meet some combination
of the following criteria: (a) a Malawian who owasiece of land; (b) a household with low
income; (c) a guardian looking after persons swghisabled, chronically ill or orphans; (d)
hard working in farming; (e) an adopter of spedcifeggricultural technologies (conservation

agriculture); (f) a resident of the village; (g)reember of a designated vulnerable group, for
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example, child headed households, female headeskholds, elderly households with active
labour (Mwale 2009). Only one person per desenhiogisehold (typically the head of

household or in the name of the household heasl)pposed to be registered to receive two
coupons but, as substantiated with empirical edddater in this chapter, this is not always

the case.

In practice, actual selection of beneficiaries ayobserved to depart from these principles
in a variety of ways. For example, studies don¢hen2006/07 ISP revealed varying practice
on the part of village leaders or local committeedifferent places, including: (a) all eligible,
including non-farmers resident in towns with famitythe village; (b) ownership of a piece of
land; (c) demonstrated ability to pay the subsidipeice; (d) participation in community
development projects; (e) participation in cashvimrk schemes, with the cash then allocated
to input purchase; (f) adherence to a maize cuitmamethod known locally asasakawaor
‘conservation farming® (g) first-come, first-served; and (h) none of thbove: non-
transparent allocations in which leaders, politeefs, friends and relatives received the bulk
of coupon allocations (Ellis 2007, p.3, Kadzan@®7).

The ISP implementation process begins with a stlkehs’ meeting involving government,
donors and selected private sector representatesmeet early in the year to decide on
scope of the next season’s ISP in terms of covemigiibution and management logistics,
and timelines of major activities. For the 2007188, for example, the meeting was held in
March 2007 and agreed that:

(1) selected farmers throughout the country would kexerouchers that could be

exchanged for fertiliser and seed,;

(2) the programme would comprise 170,000 metric torofetertiliser to be sold at a
farmer’s contribution of MK 900 per 50 kg bag andnaximum of MK 90 for seed

voucher;

8 A maize cropping practice that involves plantiimgke seeds on a grid pattern, with fertilizer iegl
precisely to each ‘planting station’. It is beingmoted by government as a recommended practice for
boasting productivity.
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(3) a bonus (MK100-200) to be paid for fertilizer voechredeemed in selected remote
EPAs, in order to encourage private sector involeinn input distribution in more

remote rural areas;
(4) the district allocation of coupons to be finalisgdmid June 2007;
(5) the selection of beneficiaries by districts to benpleted by mid August 2007,

(6) preparation of distribution registers to commendd duly and complete September
2007;

(7) voucher distribution to start mid August and conplate October 2007,

(8) redemption of coupons to be conducted in Novemhesrelnber in order to ensure
adequacy and timeliness of input supplies, contdistgth the sowing and growing

season between late October and January.

Once the programme size and modalities have bemedgMoAFS then allocates district
quotas through a process that uses a distributetnxathat first allocates maize fertilizer and
seed proportional to past area grown to maize @ thstrict. Subsequent adjustments are
done to reflect utilizations (redeemed voucherspiavious years. The second step is to
allocate the quantity of district vouchers betw&dAs. A similar process is conducted for
tobacco and cotton only for areas where these ampgrowfi’. MoAFS then distributes the
coupons are to districts and TAs, where they arthdu distributed between villages (by the

VDC) and to recipients by village leaders, follogiithe selection process discussed above.

Up to 2008/09, the programme made available foriliger types; two each for maize and
tobacco but, in practice, a coupon holder coul@eed any of the four types. In 2009/10, only
maize fertilizers were planned to be distributeti dmme beneficiaries ended up with tobacco
fertilizers due to shortage of maize fertilizerstbe market; however, it is not clear whether
or not this was used on maize or tobacco. Until8B20®, programme management at district
level was the responsibility of district commissos (DCs) who worked in collaboration with
District Executive Committees (DECs) acting throudinea Development Committees
(ADCs) and VDCs to select beneficiaries while DggtDevelopment Agricultural Officers

“9 From 2009/10, as shown in Table 5.2 above, themorent has ‘decided’ to remove the other crops
and support maize production only.
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(DADOs) distributed the coupons through the VD@s2009/10, only the DADOs working
with the local community leaders selected the heraefes and distributed the coupons or
vouchers (Government of Malawi 2008c, 2009e, 2010c)

The format of coupons has evolved in order to awake concerns about their efficacy
reported or observed in successive seasons. In/@&0&e printed coupons were fairly
simple, and the same basic design applied to aldtfierent types of fertilizer available for
different purposes by different categories of farsndhis meant that coupons could easily be
reassigned by their holders, for example, betwebadco and maize fertilizers, and, equally,
could ‘go astray’ into different districts from tb® to which they had been allocated. In
2006/07, the design was made more sophisticateth eaupon comprising a booklet in
triplicate bearing a unique serial number includanglistrict identifier, and different colour
coupons for different inputs. In this instance,emgtion required matching up the correct
colour coupon against the type of fertilizer pusd@ and copies of the coupon and sales
invoice being held after the transaction by botéd seller and the buyer. In 2007/08 and
2008/09, the government produced four types of kets: combined maize fertilizer and seed
vouchers; tobacco fertilizer vouchers; maize semathers only; and flexible seed vouchers
that could be exchanged for maize, legume or catemd. In 2009/10, only maize fertiliser
vouchers were printed. Each beneficiary was givemvouchers - one was for a 50- kg bag
of NPK (base fertiliser) and the other for a 504@g of Urea (top dressing). The same
beneficiaries also received a maize seed vouclarctiuld be exchanged for a maize seed
package (5 kgs hybrid or 10 kgs OPV). The samectlefarmers also received a legume
seed voucher that could be exchanged for a padieioomg any one of the following: beans,
cCow peas, pigeon peas, groundnuts or soya. In otioeds, flexible seed vouchers were
discontinued for the 2009/10 programme (GovernméMalawi 2008c, 2009e, 2010c).

However, until 2008/09, a potential consequendeaeing a multiplicity of coupon types was
to make their distribution between recipients adoyt. For example, some beneficiaries might
receive one seed voucher for maize only or flexddseothers might receive vouchers that
allowed them to redeem two bags of maize fertilened a maize seed pack (one voucher for
basal fertiliser, one voucher for top dressing andther voucher for maize seed); and others
might receive vouchers to redeem two bags of tabdedilizer (one voucher for basal
fertiliser and one voucher for top dressing fesél). In Mchinji district, beneficiaries in

2007/08 in most communities in the case study afeas Chapter 7 below) were offered a
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choice between maize fertilizer and tobacco fesilibut not both, although cases were
reported during the fieldwork where some househdldd managed to acquire different

coupons from those which they had initially bedocalted.

Every coupon bears the name of the district whkeescoupon is redeemable, the type of
fertilizer (e.g. NPK), and the name, village and ©Athe holder. Figure 5.2 provides an
example of a coupon to allow the holder in Mangadistrict to redeem one bag of NPK
fertilizer. Before the other crops were removed, toupon required the input seller to tick
whether the redeemer was a maize/tobacco/cottomegr(on the sample coupon is written
chimanga/fodya/thonjewith the bracketed instructions asking the sdltetick the crop for
which the coupon has been redeemed). At redempbant, every coupon is supposed to be
signed by chairman, secretary and committee meofdéDC after confirming the identity of
the holder. This process does not work on the gt@mit is too cumbersome, and in any case
officials tend to behave in ways that reflect thewn interests in the process, not just

administrative compliance.

Figure 5.2: Sample of a fertilizer coupon for tf®2/08 programme

Source: Masanganise (2009)
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Moving now to the physical fertilizer logistics tife ISP, procurement entails suppliers being
awarded government contracts to import agreed giesnof fertilizer (or supplying the same
from their residual stocks). The initial fertilizdeliveries are made to three SFFRFM regional
depots located in Blantyre, Lilongwe and Mzuzu.rirrthese depots, outward distribution
occurs to ADMARC storage and sales facilities atrdit and EPA levels by contracted local
transporters. Procurement and distribution of lieeti has evolved over the years. In 2005/06,
fertilizer procurement was mainly by SFFRFM andhbfartilizer and seed were exclusively
delivered to outlets by ADMARC and SFFRFM. The rofeprivate sector input suppliers
was restricted to a share of the total importatiequired. In 2006/07, partly under donor
pressure, the role of the private sector was wideespecially for procurement, and the
private sector was made responsible for seed ldigiton, while ADMARC and SFFRFM
continued to be mainly responsible for fertilizestdbution. This resulted in a 50 per cent
increase in private sector participation (Ellis 200.5). In 2007/08, nine private suppliers
were awarded contracts to procure and deliver 80cpat of the programme fertilizers

(Government of Malawi 2008c, p.8).

In 2008/09 and 2009/10, the government excludedaf®i traders altogether ostensibly
because one private supplier had failed to perforthe 2007/08 programme, delivering only
5 per cent of the awarded fertilizer quantity. Thisd caused the government to pay an
additional US$2.5 million for replacement fertilizeThe private sector (agro-dealers) was
nevertheless allowed to continue to trade in sebdtlhwin the 2009/10 programme was
awarded to a restricted list of private seed congsanHowever, a Final Report on the
Implementation of Agricultural Inputs Subsidy Pragrme 2007/09 (Government of Malawi
2008c) revealed that the late procurement expexteimc2007/08 was in fact due to delays by
the government in awarding contracts. Delays incprement and outward distribution to
warehouses are widely reported, with some farmetrdeing able to exchange their coupons
until January when crops are already in mid-growtrlthe 2008/09 programme, for example,
sales for the subsidised inputs commenced in teeviieek of November 2008 and ceased in
the second week of February 2009 (Government oaivia2010c).

Table 5.3 presents the unit cost (US$ per ton) aéivering the fertilizers from regional
SFFRFM warehouses districts (Mzuzu for districtsha north, Lilongwe for districts in the
centre and Blantyre for districts in the south)just over 800 ADMARC/SFFRFM selling
points throughout the country. The average in linee seasons (2007/08-2009/10) was about
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US$40 for each ton of fertilizer, and this rangednf US$18.45/ton for Chiradzulu to
US$108.44 for Chitipa.

Table 5.3: Cost of delivering fertiliser to distsdUS$/ton)

District 2007/08 | 2008/09|2009/10 | Average
Chitipa 90.71 117.89] 116.72 108.44
Karonga 43.28 45.73 58.47 49.16
Likoma 60.83 na na 60.83
Mzimba 32.77 42.27 42.04 39.08
Nkhata Bay 16.98 26.46 24.06 22.50
Rumphi 23.66 23.86 27.4( 24.9¢7
Dedza 34.31 30.28 25.99 30.19
Dowa 16.79 21.40 19.0¢ 19.09
Kasungu 34.25 39.21 37.57 37.01
Lilongwe 14.93 18.33 21.00 18.09
Mchinji 30.25 35.90 30.61 32.25
Nkhota Kota 49.56 61.94 60.31 57.27
Ntcheu 52.95 51.98 55.19 53.37
Ntchisi 24.65 29.52 28.78 27.65
Salima 26.70 27.06 27.20 26.99
Balaka 29.26 35.11 37.21 33.86
Blantyre na 17.36 23.71 20.5)
Chikwawa 25.35 29.76 30.24 28.45
Chiradzulu 15.20 18.03 22.11 18.45
Machinga 48.77 59.35 42.98 50.37
Mangochi 59.59 76.73 61.72 66.01
Mulanje 22.60 35.05 29.01 28.89
Mwanza 19.92 34.04 29.48 27.81
Neno 21.51 36.17 30.27 29.3p
Nsanje 40.66 50.88 45.72 45.75
Phalombe 31.15 48.57 33.8p 37.86
Thyolo 17.35 28.93 28.57 24.95
Zomba 18.51 31.35 26.22 25.36
Regional Averages:

Northern 44.71 51.24 53.74 50.82

Central 31.60 35.07 33.97 33.55

Southern 29.16 38.56 33.94 33.66
National averages 33.43 39.75 37.61 37,430

Source: compiled from Final ISP Implementation Repprepared by
Logistics Unit (Government of Malawi 2008c, 2002810c)
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Once the coupons are distributed and inputs delivén sales outlets, a coupon redemption
process begins. To redeem the coupons, holders@uéed to present them (plus) along with
the required cash payment (the subsidised pric@uthorised input dealers selected by the
government. In 2005/05, only ADMARC and SFFRFM wedssignated authorised dealers.
In 2006/07 and 2007/08, the programme also allosaddcted private fertilizer dealers to
redeem the vouchers but the market was restrictddMARC and SFFRFM and a few big
private suppliers who had been awarded fertilizecprement contracts discussed above. The
bulk of coupon redemption was done through ADMARM &FFRFM market outlets. In fact
80 per cent of fertilizer sales in 2007/08 weredwarted through ADMARC and SFFRFM
markets while, as discussed earlier, 80 per centheffertilizer procurement had been
undertaken by the private sector. In 2008/09 arfi®2®, only ADMARC and SFFRFM were
allowed to trade in programme fertilizer as disedsabove (Government of Malawi 2008c,
2009e, 2010c).

As shown in Table 5.1 above, the subsidised pueclaiEe of the fertilizers has varied
between maize and tobacco and over the years.O&/@0, the price of tobacco fertilizers was
higher than for maize, at MK1450 (US$10.36) per,halile in 2006/07 the single price of
MK950 (US$6.79) per bag was used across all feetii. This was also the case in
subsequent years when an across the board prid&@H0 (US$6.43) per bag was applied in
2007/08, MK800 (US$5.72) in 2008/09 and MK500 (US$3 in 2009/10.

In addition, seed coupons are issued permittinghase at a prescribed price per pack of
seed. Unlike fertilizer coupon redemption, seedketaoutlets in 2007/08 were unrestricted
and included agricultural retail dealers, generdlolsalers, SFFRFM, and ADMARC.
However, this was changed in 2008/09 and 2009/1énvthe government allowed only eight
recognised seed breeders to redeem vouchers inamgehfor seed (which in 2009/10
programme was packaged as follows: 5 kg hybrid eydi@ kg OPV, 1.5 kg bean seed 1.5 kg
groundnut seed, 1.2 kg each for Soya bean seegpriPfgeas and Cow peas). In 2005/06, the
maize seed coupons were set at MK400 per 3 kg plasked (hybrid or OPV). In 2007/08,
two price arrangements prevailed. A seed coupomatsatvalue of MK400 was adequate to
redeem 4 kgs of OPV seed. For hybrid seed, a cobpaeficiary was required to make a
cash top up to redeem a 2 kg seed and this prioedvisom trader to trader, reaching MK900
in most areas. In 2008/09, however, seed voucbeisoth hybrid and OPV carried a value of

MK680 and no cash top up by the beneficiary wasiired. In 2009/10, the maize seed
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vouchers carried a redemption value of MK1,500 wk&ohanged for seed but the seed
companies had the option to request a maximum ofL@IKfrom the farmers on top of the
maize seed voucher in exchange for the seed pé&Gketernment of Malawi 2008c, 2009e,
2010c).

Table 5.4: Redemption rates for maize (hybrid a¥/Dseed coupons 2007/08-2009/10

District Number of seed maize vouchers distribut¢ Proportion of vouchers redeemed (%)
2007/8 | 2008/9 | 2009/10 | Average| 2007/8 | 2008/9 |2009/10 | Average
Chitipa 38,141 25,869 30,383 31,464 a.9 12y.275.0 59.4
Karonga 24,005 22,291 26,285 24,194 2.4 125.894.1 73.5
Likoma 709 680 683 691 96.9 5/9 36.4
Mzimba 164,573 96,840 107,72F 123,047 3 129.988.2 60.0
Nkhata Bay 24,078 22,566 23,956 23,583 4 170. 95.8 55.4
Rumphi 34,785 30,650 29,465 31,633 .6 852 .889 556
Dedza 99,635 66,800 67,386 77,940 A4 122.3 1.41( 65.6
Dowa 93,030 70,910 72,722 78,887 7 108.1 5101. 65.0
Kasungu 104,580 82,528 90,345 92,484 6 90.7 5.2 9 59.3
Lilongwe 260,492 | 124,429 161,211 182,044 3014 | 102.0 53.8
Mchiniji 121,948 63,200 70,131 85,0983 2/9 105.2 99.0 54.7
Nkhota Kota 35,968 28,454 31,437 31,953 10.1 9.20 925 66.5
Ntcheu 95,564 68,270 73,000 78,945 .6 84.0 093. 544
Ntchisi 50,609 30,900 40,46% 40,658 7 107.4 98.6 62.7
Salima 39,129 36,180 36,800 37,370 A 10p.1 .387 648
Balaka 9,187 40,911 53,285 47,794 31.8 110.7 9101 824
Blantyre 82,140 83,741 94,238 86,705 52.8 404. 83.0 80.5
Chikwawa 18,532 11,184 18,896 16,204 276 105 24 35.6
Chiradzulu 61,782 55,559 52,964 56,768 551 908 98.2 86.0
Machinga 81,783 63,455 64,819 70,019 26.8 98.403.0 71.9
Mangochi 94,976 71,178 75,825 80,660 23.5 8p.197.2 65.9
Mulanje 76,054 73,153 76,533 75,247 28.6 107.749.4 61.3
Mwanza 19,385 21,832 15,600 18,939 39.0 9p4 497 782
Neno 21,593 16,918 17,578 18,695 45.5 7.5 96.8 71.2
Nsanje 12,153 11,060 14,70p 12,638 36.3 106.2 .1 |0 426
Phalombe 49,345 71,704 60,379 60,4176 28.8 99.866.5 69.4
Thyolo 93,932 | 118,022 101,685 104,546 38.9 31pb. 85.7 82.8
Zomba 91,685 74,497 91,511 85,898 68.8 111.8 4.6 ¢ 90.4
Regional Avge:
Northern 47,715 33,149 36,41y 39,094 2.2 105.874.8 56.7
Central 100,106 63,519 71,500 78,375 4.9 103.496.7 60.8
Southern 57,888 54,863 56,770 56,507 39.2 7102. 75.1 70.7
National Avge 69,278 52,997 57,143 59,804 20.3103.6 82.0 64.5

Source: compiled from Final ISP Implementation Rep@repared by Logistics Unit
(Government of Malawi 2008c, 2009e, 2010c)
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Table 5.4 presents data to show the number of ns&ied vouchers that were distributed and
actually redeemed in 2007/08, 2008/09 and 2009t1¢an be seen that the unlike fertilizer

vouchers which are all redeemed, there has beemergly poor redemption of maize seed
vouchers especially in 2007/08 which recorded arae national redemption rate of 20.3
per cent most probably because of the pricing maeat above. When the top up cash
requirement was removed in 2008/09, the averagenatredemption rate even surpassed
seed vouchers that were officially distributed thgb the Logistics Unit but this progress fell

back to a national average of 64.5 per cent in 20D&hen the cash top up requirement of up
to MK100 was introduced. Further analysis for tid®208 seed redemption shows that the
plural treatment in the seed vouchers redemptimegpotentially affected use of hybrid seed
since the cash top up of up to MK900 for a 2 kgkpafchybrid seed demanded by traders in
that year (2007/08) could redeem a 50 kg bag afiter at MK900 per bag.

The final stage of ISP organisation is redemptibmwoices and payment of suppliers. The
redemption process described above involves a colyotder surrendering the vouchers,
together with the prescribed cash payment for eacither, to the supplier in exchange for
the 50 kg bag of fertilizer or packet of seed. Tadeemed coupons and associated paper
work are then submitted back to the Logistics Uit facilitate reimbursement of the
difference (local market cost of the input less &meount paid by the coupon holder). This
process does not necessarily work well, resultimgrariations in claims. In the 2007/08
programme, for example, claimed values for reiménent by suppliers varied widely across
districts and types of fertiliser. Claimed values Mmaize fertilizer vouchers ranged from
MKS3,160 in Blantyre in the southern region to MK3%in Chitipa in the northern region.
The claimed value for a maize fertilizer coupon wakatively higher than for tobacco
fertilizer vouchers which ranged from MK2,635 in Rphi in the northern region to
MK2,815 in Mangochi in the southern region (Goveemtnof Malawi 2008c).

5.3Economics of the Programme

As already stated, the Malawi ISP has national @gesand sets out to reach small farmers in
the remotest corners of the country reaching 14 Zamillion farm families every year. Since
there are an estimated 3.1 million farm familieey&nment of Malawi 2008a:10), coverage
in the 2007/08 programme, for example, was arounicp@& cent. Reaching this level of
coverage has huge budgetary implications, the gssan of which is deferred to Chapter 8. It

suffices here to observe that the programme consumwer 50 per cent of the national
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agriculture sector budget. In the MK210 billion 3009 national budget, for example,
MK20 billion (about 60 per cent of the Ministry #igriculture budget) was allocated to the
ISP. However, due to an unforeseen price spirattiernational fertilizer prices in 2008, the
final cost was MK39 billion, representing 19 pentef total government expenditure (see
Chapter 8 for more on these magnitudes). The badgaibsidy was almost as much as the
allocations to Malawi’'s two biggest ministries afiggriculture, the Ministry of Education
(2008/09 budget MK24 billion) and Ministry of Healt(2008/09 budget MK23 billion)
(Nation Reporter 2009), and actual expenditure eded these figures by almost 100 per cent

in that financial year (Government of Malawi 2010d)

The decreasing cost to farmers of subsidised ifetiin successive years was summarised in
Table 5.1 above. The fertilizer subsidy rate the. proportion of full market cost paid by the
state) has increased steadily since the ISP startesl subsidized price for a 50 kg-bag of
maize fertilizer was MK950 in 2005/06-2006/07 whbka local market price was MK2,735. It
reduced to MK900 in 2007/08 when the local marketepwas around MK4,200; and further
still to MK800 in 2008/09 when the commercial prioeally rose to MK9,800°° In 2009/10,
the subsidised price reduced further to MK500.005206, the MK950 voucher represented a
subsidy of roughly 75 per cent on the full costerof a 50 kg bag of fertilizer. In 2008/09,
this rose to 90 per cent due to a sharp rise iceprin world markets, as well as domestic
political competition for subsidy largesse in tha up to the May 2009 general elections
(Chinsinga and O’Brien 2008, Dorward and Chirwa@00

Table 5.5 compares the subsidised prices with loaadmercial prices for the same fertilizer.
The last column shows by how much the commercimepis greater than the subsidised
price; for example, in 2005/06 the commercial piaes 3 times the subsidised price, whereas
by 2008/09 this had become 12 times. Even withtseguent rapid decline in international
fertilizer prices, the full market price is precidt to remain at around 10-11 times the
subsidised price in 2009/10 and 2010/11. In otherd®, Malawi is currently operating an

apparent 90 per cent fertilizer subsidy policy.

*In 2008/09 commercial fertilizer prices reachedhhlevels due to a sharp rise in world prices:
MK7200 for CAN, MK9940 for Urea and MK11010 for 23:0+4S, MK11360 for D-Compound and
MK13580 for S-Compound. In 2009/10, these pricdistdealmost half the previous years: MK4330
for CAN, MK5330 for Urea, MK5180 for 23:21:0+4S, MK0OO for D-Compound and MK7810 for S-
compound.
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Table 5.5: Comparing commercial and subsidisecefdertilizer 2005/06-2010/11

Price per 50 kg bag (MK) Price per kg (MK) Price

MY Subsidised | Commercial | Subsidised| Commercial dl(ftfi(rerrlczg)ce
2005/06 950 2,735 19 55 2.9
2006/07 950 3,430 19 69 3.6
2007/08 900 4,199 18 84 4.7
2008/09 800 9,800 16 196 12.2
2009/10 500 5,750 10 115 115
2010/11 500 5,350 10 107 10.7

Source: Elaboration of data in Table 5.1

Key factors in trying to describe the economicadincy of a programme like the ISP are the
productivity of the fertilizer delivered, in ternad output per kg of fertilizer applied; and the

cost efficiency of delivering a benefit of a centaialue to the recipients of that benefit. For
example, if a subsidy worth MK3000 per bag is pded to recipients, it makes a great deal
of difference in terms of the efficient use of goweent resources if this subsidy costs
MK2000 per bag or MK200 per bag to deliver. In tlegmer case, the total cost to

government is MK5000 per bag, and the efficiendioraf the transfer is 1.67 (5000+3000);

whereas in the latter case, the total cost to gowent is MK3200, and the efficiency ratio of

the transfer is 1.07 (3200+3000). Here, the fesiliproductivity aspect is considered first,
followed by the cost efficiency of providing thebsidy.

Table 5.6 provides time series data on maize outpliivated area, yields, fertilizer use and
output per kg of fertilizer for the period 1991/822008/09 in Malawi. The data are official
MOoAFS figures for the production, area and maizéliteer time-series described in Chapter
4; while the various ratios are calculated fromsthdigures. On the production side, the
figures in Table 5.6 reaffirm trends that have adsebeen discussed elsewhere in the thesis,
namely the considerable variability in maize praducand harvested area, the low average
harvests in the 2001-2005 period, and the appgtenp in output occurring after the
introduction of the ISP in 2005/06. The estimateoddl maize fertilizer applications must be
treated as approximate. While data on imports asttiltltions of different fertilizers are
strong enough (see Table 4.7 in Chapter 4), theiggalecisions made by farmers regarding
the crops on which they use fertilizers is not spsible to accurate measurement at scale.
Nevertheless, maize fertilizer use without doulmhps substantially from 2005/06; from an
average of 163.3 thousand tons in the five yeagsquling the ISP to an average of 209.7

thousand tons under the ISP. The difference hedb df thousand tons demonstrates a factor
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also highlighted by Dorwaret al. (2008), that the total quantity of subsidisediliegr (going

up from 130 to 180 thousand tons in 2005/06 and®/&X) is not the same as the net gain in
fertilizer use created by the ISP. The ISP causasbatitution between subsidised and fuller
cost supplies, so that the net gain in fertilizee ecompared to the previous period is around

40 per cent.

Table 5.6: Maize-Fertilizer Productivity Relationghin Malawi 1991/92-2008/09

: Maize : Appin AUEEL

Crop Production Area - Yield Product

Season |  (tons) (ha) | Ferhzer’ omay | Ra€ 1 kg mzikg
(tons) (kg/ha) fert)

1991-92 657,000 | 1,368,093| 128,377 480.2 93.8 5.1
1992-93 2,033,957| 1,327,038| 138,737| 1,532.7 104.5 14.7
1993-94 818,999 | 1,129,327 80,041 725.2 70.9 10.2
1994-95 1,327,865| 1,225,580| 122,894 1,083.5 100.3 10.8
1995-96 1,793,469 875,195| 152,992 2,049.2 174.8 11.7
1996-97 1,226,478 1,233,538 79,147, 994.3 64.2 15.5
1997-98 1,534,326| 1,292,669| 130,345 1,186.9 100.8 11.8
1998-99 2,245,824 | 1,369,153| 131,799 1,640.3 96.3 17.0
1999-00 2,290,018| 1,435,222| 140,734| 1,595.6 98.1 16.3
2000-01 1,589,437 | 1,446,264| 121,153| 1,099.0 83.8 13.1
2001-02 1,485,272 1,513,945| 135,996/ 981.1 89.8 10.9
2002-03 1,847,476 1,617,917 174,577 1,141.9 107.9 10.6
2003-04 1,608,349| 1,478,750| 173,166/ 1,087.6 117.1 9.3
2004-05 1,225,234 1,513,929| 211,636/ 809.3 139.8 5.8
2005-06 2,611,486| 1,762,839| 237,501| 1,481.4 134.7 11.0
2006-07 3,226,418| 1,215,356| 264,086 2,654.7 217.3 12.2
2007-08 2,634,701| 1,596,955| 203,694 1,649.8 127.6 12.9
2008-09 3,582,502 1,608,996| 182,309 2,226.5 113.3 19.7
2009-10 3,233,364 1,640,878| 161,074 1,970.5 98.2 20.1
Average 1,945,904 1,402,718  156,329,388.9 112.3 12.6

Note: Maize fertilizer included both subsidizeddla part) and commercial

Source: Data contained in Table 4.3 and Tablem@hapter 4

The figures in Table 5.6 show the difficulty in mmlaiguously assigning production and yield
levels to fertilizer use, utilising Malawi officiadtatistics. This is without taking into account
possible exaggerations in recent production legisisussed in Section 5.5 below. Yields have

been high in the ISP period, relative to the loagnt average, but so too they were high in
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1992-93, 1998/99 and 1999/00. Applying a simplesdin regression to the yield trend
provides a significant trend at the 0.05 level effidence (the t-statistic for thecoefficient

is 51.5, p=.022). The trend shows yields rising at 51.5 kg/ha perylt can easily be seen
why the Starter Pack scheme (SPS) is regarded ilavlanaize history as a successful
policy, since yields in the two years of SPS wesdhigh as in two of the first three years of
ISP. Even in the officially best ever season of&0@, average yields (given the pattern of
cultivation between varieties provided in Table ddd Figure 1.3 in Chapter 1) do not
approach the target yields that MoOAFS regards asible with a high input/high output

smallholder production regime. According to MoAFStimates it should be possible for
smallholder maize in Malawi to attain 3,000 kg perfor local maize, 5,000 kg per ha for
OPV maize and 10,000 kg per ha for hybrid maizev@&oment of Malawi 2007c, p.41,

2010d, p.53).

The last two columns of Table 5.6 show the averggdication rate of fertilizer on maize
(total fertilizer/total area) and the average pidof fertilizer (total output/total fertilizer).
The application rate provides an ambiguous timeseThis is because official maize area is
actually estimated harvested area, and in a droyegut area harvested can be substantially
less than the area originally sown to maize. Trexagye application rate is 112.3 kg fertilizer
per hectare. A time-series regression on applicatates does not show any significant
upward trend over the period (the t-statistic fegfi coefficient is 2.4 and p=.110). The trend
shows fertilizer application rate rising by a me&d kg/ha per year (from 93.8 kg/ha in
1009/91) over the twenty year period from 1990Qa®

The average product of fertilizer (final column Tdble 5.6) provides yet another different
view of productivity trends in maize over the pagénty years. The productivity of fertilizer
in rainfed maize is of course highly dependent eativer events and especially on the pattern
of rainfall in the sowing and cultivation period. dlso depends on the correct timing of
fertilizer applications, since applications tocelat the growing season (due to late delivery of
supplies) have less positive effects on final yitldn the correct applications in the mid-
growth period. The average product of maize fediliin Malawi seems to vary with no

discernable trend, and this is confirmed by thepstmmegression against time which finds no

> In this and subsequent paragraphs the simplessigrey=+pt is applied to the different productivity
time series, where y is the productivity indicatbis time,a is a constant, anfl is the change
coefficient. The test for the existence of a pesitor negative trend isHp is not significantly
different from zero.
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statistically significant trend (the t-statistic thfe B coefficient is .236, with p=.164). When
taken in conjunction with the other findings hetene series data on maize-fertilizer
productivity relationships do not firmly demonsgatising efficiency in maize production
over the past twenty years, even in the presentigedinal five years in the time series when

the ISP was in full implementation.

The second, and rather different, aspect of efimyan relation to the fertilizer subsidy is the
cost efficiency of delivering the subsidy to itsnkbéciaries. The idea of cost efficiency has
already been suggested above: a given level ofdyulbeurs costs in its delivery to recipients
and the size of these costs relative to the subtsdl is an indicator of the ‘value for money’

that the government achieves in making such asdyubsailable to a designated group of its
citizens. It is immediately evident that cost a#itcy is different from cost-benefit analysis.
The latter seeks to assess the financial or ecanostirns to an investment by attaching
monetary values to current and future streams stiscand benefits and bringing the two into
comparison. Cost efficiency has the more limitedpgcof specifying an objective and then
examining the costs incurred in achieving it. la tturrent context, the objective is providing
1.7 million farmers (2005/06 to 2009/10 target)hw& subsidy on the market value of their
farm inputs, and the costs incurred are all thasieities listed in the preceding section of this
chapter to do with selecting beneficiaries, issumpgpons, moving fertilizer to distribution

points and redeeming coupons for fertilizer sales.

Cost efficiency is a common tool for comparing peariance in the delivery of social welfare
benefits to people. It is less common for an irgation like an input subsidy which has
evident production objectives, and which is therefsusceptible in principle to cost-benefit
analysis in which the cost of provision (includitige subsidy itself) can be compared to the
output gains realised (see discussion in Dorvedrdl. 2008). However, cost-benefit analysis
may be difficult to calibrate in practice due te tbffect of ‘other variables’ (such as rainfall),
and lagged effects on soil fertility and good adtion practices. Cost efficiency, on the other
hand, is relatively tractable since the transfiee @mount of subsidy) can be calculated from
the difference between the purchase price anddbpan price of the inputs, and the costs of
delivery should be available from the agenciesassible for issuing coupons, distributing
fertilizer, and managing the programme. Cost edficy can be expressed in two different
ways. If it costs US$2 in administrative and delweosts to provide US$10 per month
subsidy, then the ratio of the subsidy (US$10)ataltoutgoings (US$12) provides a cost-

139



efficiency ratio of 0.83 (this is sometimes calldie ‘alpha ratio’). Alternatively, the
reciprocal of the alpha ratio (1.20) tells us th&l budget required to deliver US$1 worth of
subsidy to beneficiaries (Ellest al.2009, p.86).

In relation to the ISP, Dorwaret al. (2008) provide data on both the size of the sybaitd
the costs of provision for the fertilizer componehthe 2006/07 programme. The unit cost of
fertilizer procurement by government into store Wi#S$434 per ton (MK3,038 per 50kg
bag), and the fertilizer coupon price as we hawnsgas MK950 per bag. Therefore the
subsidy was MK2,088, or a subsidy rate of 69 pat oéthe into-store procurement cost. The
grand total cost of fertilizer delivery was MK11b8lion, equivalent MK3,439 per bag (given
a delivery quantity of 173,000 tons). Deducting tweerage price paid by farmers as
contribution towards this, the net delivery costswdK2,489 per bag (MK3,439 minus
MK950 bag). Therefore MK2,489 (US$17.8) was requiite deliver MK2,088 (US$14.9)
subsidy value, a ratio of US$1.19 needed to deli®$1.00 transfer value (Ellis 2007). This
estimate is low to the extent that it ignores (Wwhit does) the draw down on existing
administrative capacity (in MoAFS, ADMARC, and tB&s) in order to deliver the input
subsidy.

Table 5.7 provides data obtained by the author fileenLogistics Unit regarding the delivery
costs of the 2007/08 programme. This estimated tmtsis of MK16.4 billion, of which
MK10.9 billion are stated as government outlaygestilizer contracts, leaving MK5.5 billion
as delivery costs. In 2007/08, 216,553 tons of isiided fertilizer were sold (see Table 4.7 in
Chapter 4) equivalent to 4.3 million bags, givingdelivery cost of MK1,280 per bag.
According to the data in Table 5.5, the market gadti fertilizer was MK4,199 per bag, and
the subsidy was MK3,299. The recoupment of MK900 lggeg (the price paid by farmers)
needs to be deducted from the delivery cost toimlatanet cost. The outcome is MK3,679 to
deliver a MK3,299 subsidy, a cost-efficiency ratiol.12. This seems remarkably efficient;
however, figures in various different sources, maig to different aspects of the 2007/08
scheme, do not necessarily dovetail with each other example, the MK4,199 per bag
estimated as the market value of fertilizer in 2087(Table 5.5) would mean a government
procurement cost of MK18.2 billion rather than MK16.3 billion stated in Table 5.7. There
are wide margins of error in many of the figuresogsated with the subsidy scheme, and the
only area where a degree of confidence eventualtyrs relates to the eventual charge made
by the ISP against the government budget, whi@00v/08 was recorded as MK16.3.
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Table 5.7: Costs of implementing the 2007/08 ISByramme

Cost Categories Cost (MK m.) % Total Cost
Programme Costs
Seed voucher redemption 641.3 3.9
Flexible voucher redemption 264.2 1.6
Cotton chemical voucher redemption 33.0 0.2
Fertilizer Voucher redemption 3,434.1 21.0
Government Fertilizer contracts 10,864.7 66.4
Transport costs to and within unit markets 801.3 9 4.
Recovery costs from unit markets 38.1 0.2
Known Voucher printing costs 12.9 0.1
Known SFFRFM operational costs 195.9 1.2
Logistics costs met through Government 26.3 0.2
Re-bagging costs (SFFRFM) 1.9 0.0
Total Programme Costs 16,313.6 99.6
Operational Costs 0.0
Logistics Unit HQ 28.5 0.2
LU SFFRFM depot staffing 3.9 0.0
Beneficiary registration 3.4 0.0
Voucher control staff 10.0 0.1
Monitoring ADMARC/SFFRFM sales 13.3 0.1
Total Operational Costs 59.1 0.4
Overall Total Costs 16,372.7 100.0

Note: percentages are author calculations.

Source: Government of Malawi (2008c)

5.41Insights into the true functioning of the ISP

The treatment of the ISP so far given in this ceapas tended, with a few exceptions, to
describe the programme according to the principledgs design in different years, and to
examine resulting productivity relationships inntsr of official time series data available
from MOAFS. There is broad agreement amongst tlibat have evaluated or otherwise
studied the ISP that the decisiveness of its inictdn by the government in 2005, its

ambition in terms of scale, and its implementationterms of ensuring that coupons are
allocated and fertilizer is available for purchaaes significant achievements which deserve
due recognition. It also seemed at first that thecames of the ISP were unambiguously
positive. The jump in official production from 1rRillion tons in 2004/05 to 2.6 million tons

in 2005/06 was without precedent in the previouszenhistory of Malawi. Moreover, the

impact of this increase in output could be visibhserved in maize price behaviour from May
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2006 to December 2007 (Table 5.8 and Figure 5!8.rominal price of maize declined from
a peak of MK51 in February 2006 to a low of MK18Jume 2006 following a good harvest of
the 2005/06 crop in April-May 2006. Due to the hugdume of maize available in markets
following the 2006 harvest, the normal rise in psicin the following lean season was
unusually muted, peaking at MK22 in December 2006th another apparently record
harvest in prospect in 2006/07, the maize priceeteded to a low of MK14 in May 2007.

Table 5.8: Nominal and Real Maize Prices 2006-204K/kg)

Month 2006 2007 2008 2009 2010
Nom. | Real* | Nom. | Real* | Nom. | Real* | Nom. | Real* | Nom. | Real*
Jan 41.68| 18.20| 21.18 8.50 33.6 1247 6922 2350 45.294.26
Feb 50.67| 22.44 19.22 7.89| 39.69| 15.09| 70.57| 23.28| 46.47 14.17
Mar 4595| 21.06 18.21 7.75| 43.53| 17.08| 65.27| 21.63| 43.75 13.38
Apr 27.46| 12.68 16.03 6.89| 35.41| 14.00| 45.36| 15.41| 37.57 11.81
May 19.07 9.00| 14.26 6.28| 32.85| 13.26| 34.19| 11.96| 30.51 9.90
Jun 18.31 8.19| 14.61 6.11| 37.91| 14.49| 32.98| 11.93| 29.81 10.03
Jul 18.76 8.35 15.63 6.49| 42.99| 16.30| 35.57| 13.02 29.7, 10.13
Aug 19.30 8.36| 16.86 6.80| 55.52| 20.43| 37.29| 13.96| 30.77 10.74
Sep 20.39 8.62| 18.04 7.09| 53.38| 19.08| 38.74| 13.78| 30.95 10.29
Oct 21.32 8.58/ 20.76 7.76| 54.33| 18.45| 39.98| 14.13
Nov 22.28 8.70| 24.11 8.72| 57.81| 19.07| 41.21| 14.15
Dec 22.45 8.82 28.67| 10.41| 63.35| 21.00| 41.74| 13.87

*real prices are nominal prices deflated by tid 2000=100)
Source: data underlying Table 4.10 in Chapter 4

Figure 5.3: Trend in Nominal Maize Prices in Mal&@0i06-2010
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A consideration of what subsequently happened toedtic maize prices and implications for
the verity of harvest outcomes is deferred to tvet section. Here the concern is to try to put
together a more realistic picture of how the ISP tygerated in practice than can be conveyed
by its design features and well-publicised intemgiolt is worth visualising a real situation:
the rural economy of Malawi awash with fertilizesupons (3-4 million coupons) that have
represented an ever greater discount to the cdsilgirice supplies in successive years; the
possibility open to virtually everyone dealing withe allocation of coupons or the
distribution of fertilizer to realise personal gaiby trading in some area of the margin
between the subsidised and full price; the sigaifee of coupon allocation for reward and
allegiance in a neo-patrimonial political envirormhéChapter 3); the exercise of power and
control at local levels in determining who shoutdeive coupons and who should not. Much
of this picture is difficult to pin down empiricgll however, small and large studies have been
done by local researchers, certain types of da&taaailable from programme operations and
can be interpreted, some datasets have been edllspEcifically in relation to monitoring
programme performance. In the rest of this seciimsights into the true functioning of the
ISP are derived from secondary sources and dataisatlation to the following aspects: (a)
distribution of coupons across districts; (b) banafy selection and allocation of coupons;

and (c) use of coupons to acquire fertilizer.

5.4.1 Distribution of coupons across districts

The distribution of coupons to a stated number amfseholds across districts in the ISP is
freely available data, published by the LogistiastUln Table 5.9, this data is compared to
the total number of farming households in eachridistor the TIP and ISP. This table also
provides district level data on share of harvesteize area in the 2007/08 season, poverty
rate as shown by district level IHS2 data, andgiogortion of district households estimated
to be at risk of missing food entitlements in thauary to March period according to a World
Bank study undertaken in 2007.

A first point to note from this table is that theoportion of households allocated coupons in
each district varies considerably across distiiictall seasons (Table 5.9). For example, in
2007/08, only 21 per cent of households in Nsamggict received coupons while in some
districts the number of households designated deive coupons exceeded the total number
of farming households in the district (Mzimba, Rum)p Second, there is considerable

consistency in this variable allocation by districr example, Dedza, Nkhota Kota, Nsanje
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and Chikwawa are consistently the lowest recipi@it€oupons, while Chitipa, Rumphi,
Phalombe and Thyolo are consistently amongst thkest recipients. Third, there seems to
be no relationship between this variation in retcoupon allocation and other indicators
that might suggest a district should be favouredcfmupons such as maize area (share of

district maize area in total national maize arpay,erty rate or vulnerability to hunger.

Table 5.9: Comparing distribution TIP and ISP bemnafies 2000/01-2009/10 (%)

District/ TIP beneficiar§ ISP Beneficiar Mz | Poor |Atrisk
Region 2001 | 2002| 2003 {2004 | Avge | 2006|2007 | 2009| Avge Ared pod | pop
Chitipa 24 30 51 30 34 111| 98 52 87 1.7 67 27
Karonga 57 63 61 63 61 19| 50 41 37 14 55 7
Mzimba 30 38 33 38 35 92| 102 41 78 8.3 51 30
NkhataBay 20 22 26 22 23 15| 36 41 31 0.9 63 na
Rumphi 19 29 38 29 29 96| 114 50 87 0.9 62 15
Dedza 26 31 40 31 32 32| 45 30 36 6.3 55 30
Dowa 33 42 48 42 a1 61| 79 30 57 4.6 37 16
Kasungu 32 42 40 42 39 67| 99 27 64 5.8 45 24
Lilongwe 22 29 35 29 29 82| 90 34 69| 11.1 38 18
Mchiniji 41 43 42 43 42 72| 85 42 66 55 60 18
Nkhotakota 36 35 36 35 35 20| 42 37 33 1.2 48 46
Ntcheu 45 52 50 52 50 65| 64 48 59 6.3 52 73
Ntchisi 41 46 50 46 46 80| 91 34 68 2.3 47 35
Salima 49 59 50 59 55 45| 67 39 50 2.5 57 64
Balaka 46 55 64 55 55 32| 53 49 45 3.9 67 81
Blantyre 32 37 37 37 36 57| 66 56 60 2.9 47 77

Chikwawa 47 60 58 60 56 6| 23 15 15 2.3 66 80
Chiradzulu 54 38 42 38 43 51| 56 52 53 2.0 64 80
Machinga 38 47 56| 47 47 52| 54 34 a7 3.4 74 62

Mangochi 46 48 54| 48 49 30| 41 28 33 7.1 61 35
Mulanje 34 48 46| 48 44 49| 69 42 53 3.7 69 76
Mwanza 69 67 62 67 66 49| 73 56 59 1.2 56 76
Neno 41| 56 54 50 15 86
Nsanje 57 64 68 64 63 5| 21 20 15 0.8 76 81
Phalombe 33 42 44| 42 41 65| 70 62 66 2.7 62 50
Thyolo 5 11 55 11 20 66| 99 53 73 3.4 65 71
Zomba 38 46 48 46 45 43| 49 42 45 6.0 70 62
Average 37 43 47| 43 43 52| 66 41 53 3.7 52 40
Northern 30 37 39| 37 36 67| 80 45 64| 13.2 56 31
Central 32 39 42| 39 38 58| 74 36 56| 45.6 a7 36
Southern 40 46 53| 46 46 42| 56 43 47| 40.9 64 71
Note:

(1) 2001 refers to 2000-01 season, and so on.
(2) Likoma district is not shown. Like Neno which irethbast was part of Mwanza district, Likoma was
part of Nkhata Bay district until as recent as 2002

Source®Government of Malawi (2005b, p.102)°%2008c, 2009e, 2010 Table 4.11.
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Figure 5.4: District Distribution of TIP and ISP
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Note: TIP was implemented under UDF (Muluzi) gowvaeemt while ISP is under DPP (Mutharika).

Source: Data contained in Table 5.9

Table 5.10: Correlation matrix of ISP distributiand selected indicators

Maize are{ 2007/08 2008/09 | 2009/10 Poor At risk
2007/08 | Benefic. Benefic. | Benefic. (%) (%)
(%) (%) (%) (%)

Maize area |Pearson Cor. 1 306 250 -.237 -403* -344
2007/08 . .

(%) Sig. (2-tailed) .120 .209 .233 .041 .086

N 27 27 27 27 26 26

2007/08 |Pearson Cor. 306 1 925** 413* -.204 - 437*

Be”‘(e(f/'o‘;' Sig. (2-tailed) | .120 000 | .032 145 026

N 27 27 27 27 26 26

2008/09 Pearson Cor. 250 925%* 1 .380 -.385 - 483*
Benefic. . .

(%) Sig. (2-tailed) .209 .000 .051 .052 .012

N 27 27 27 27 26 26

2009/10 Pearson Cor. -.237 413 .380 1 .066 211
Benefic. . .

(%) Sig. (2-tailed) .233 .032 .051 747 .302

N 27 27 27 27 26 26

Poor Pearson Cor. | -.403* -.294 -.385 .066 1 .505*

(%) Sig. (2-tailed) .041 .145 .052 747 .010

N 26 26 26 26 26 25

_ Pearson Cor. -.344 -437* -.483* 211 .505* 1
At risk . .

(%) Sig. (2-tailed) .086 .026 .012 .302 .010
N 26 26 26 26 25 26

* significant at the 0.05 level (2-tailed), ** sigicant at the 0.01 level (2-tailed)
Source: Data in Table 5.9
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Several researchers have detected political unteston these variations in relative coupon
allocation (Chinsinga and O’Brien 2008, Murwira 20@middy and Young 2009). It seems
that districts which are known strongholds of thigng DPP tend to be allocated consistently
high relative quantities of coupons (Mulanje, Tloyahd Phalombe), while districts which in
Malawi are well-known as supporting opposition @artat elections tend to be allocated low
relative quantities (Dedza, Nkhata Bay, Nsanje,k@hiva, Mangochi, Nkhota Kota). In
general, the distribution in ISP is a direct opposif the distribution of TIP which apparently
favoured UDF strongholds (Figure 5.4). Moreovere thllocation matrix that places
substantial weight on past allocations means that dhese biases have been built-in they
then persist in subsequent years. Simple correlaialysis (Table 5.10) shows that relative
allocations of the ISP have remained similar irrgzhiyears of implementation. It also shows
that the relative allocations are poorly correlateth the indicators on last three columns of
Table 5.9.

5.4.2 Beneficiary selection and allocation of coupons

Moving from the central allocation to districtswathin-district allocation, several researchers
have found evidence of widespread malpractice mebeary selection and assignment of
coupons to households (Kadzandira 2007, Mgemez0Q8)2Available evidence regarding
the 2006-07 allocation was summarised by (EllisR@3 follows:

(a) at sub-district level and down to community lewk handling of coupon allocations
has been highly variable, with, in the worst ins&s) fraudulent loss of coupons to

officials, politicians, policemen, chiefs and heaam

(b) fraudulent practices have included splitting coupoklets, giving villagers invalid
single copies of coupons, using blocks of couporacqjuire fertilizer then sold on to

farmers above the subsidised price, and many gthers

(c) these instances resulted in widely varying accgssriinary farmers to coupons, and

to physical fertilizer, in different parts of theuntry, across and within districts.

There are openly reported instances of fraudulehebiour that nonetheless fail to provoke
official outrage or censure or punishment, in dffatowing such behaviour to become
institutionalised over time. For example, in 20@/allegations were made that cabinet

ministers had at different times stolen quantibébetween 50 and 400 thousand coupons,
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but these allegations were never investigated @wgo and Sonani 2007, Kashoti 2008). In
the same season, delivery drivers were implicatedhe theft of 500 tons of physical
fertilizer, but were never prosecuted on the irdtom of the government (Government of
Malawi 2008c)>? In the 2008/09 distribution of coupons, politiciawere alleged to have
shared some 150 thousand coupons between them utvitmy subsequent follow-up
(ADMIN 2009a). Many other examples, of varying gtav could be cited since such

instances are frequent news items throughout thparoallocation period every year.

However, further than these fragmentary piecesvafemce or allegation, the more serious
proposition has been advanced that the ISP ismgsiElly permeated by institutionalised
coupon syndicates comprising (a) politicians, idahg ministers, using political influence to
obtain large blocks of coupons for sale; (b) gowesnt officials obtaining substantial
quantities of coupons for sale; (c) traditionaldes on their own or as conduits for broader
syndicates selling instead of distributing coupof@, workers at coupon printers stealing
large quantities of coupons, (e) criminal groupsitprg and selling fake coupons or using
fake coupons to buy fertilizer for resale (Tambul2809b, pp.23-27). Irregularities in the
management of the programme could help to explaakwaccounting of subsidy resources,
and reluctance of the government to produce traespaccounts of funds allocated to the
programme. For example, the government at the tmevriting the thesis had not yet
produced accounts for the 2007/08 distribution,scaythe Norwegian government in 2010
to reconsider their financial support to the progmee. The government dismissed a request
by the Norwegians for an audit report, statinghloewegian government did not fund the ISP
(Chipalasa 2010b).

Irregularities in coupon management are revealegiraally in the Agricultural Input
Subsidy Survey (AISS) conducted by Michigan Stateversity as part of the monitoring of
the 2006/07 ISP programmie The survey comprised a statistically valid sampfle3,298
households, matched to the sample frame of the .IHRfring in mind that selected
recipients should be entitled to at least two cagp@naize) and a maximum of four coupons

(a further two for tobacco), the distribution otci@ents by number of coupons produces

°2 This was enough to have provided 5,000 benefitianseholds with fertilizer at two 50 kg bags each.
The full market value of this quantity was about MK million (US$0.72 million) in 2007/08.

>3 The dataset for the AISS was made available tadtieor by Michigan State University, and the data
presented here was derived from the survey byutieoa
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interesting findings (Table 5.1°f) Forty-five per cent of the households in the samp
received zero coupons; 25 per cent only one cougduarther 25 per cent two coupons (the
correct number for maize only or tobacco only resifs); and 6 per cent 3 or more coupons,
including 1 per cent (41 households) who receivedr 3nore coupons. In addition there
appears to be a land ownership bias in this coufistnibution indicating that larger land
owners systematically acquire more coupons. Thegptbportion of coupon holders owning
less than 0.5 ha descends from 30 per cent to lfget Zent as coupon allocation rises;
whereas, inversely, the proportion owning more thama rising from 34 per cent to 73 per
cent as coupon allocation rises. Mean land ownenmsbés from 1.1 ha (1 coupon holder) to

4.0 ha (holders of 5 or more coupons).

Table 5.11: Characteristics of households thatisedwoupons in 2006/07

. All No. of coupons acquired
Characteristics HHs 0 1 5 3 1 5t
Distribution of HHs by coupons:

Number of HHs (n) 3,298 1,487, 808| 817 64 81 41
Proportion of HHs (%) 100 45 25 25 2 3 1

HH land ownership (%):

No land 4 7 1 2 0 3 0
Less than 0.5 ha 27 30 29 23 16 16 17
0.5to 1.0 ha 29 30 28 28 28 22 10
More than 1.0 ha 41 34 43 47 56 59 73

Average Land (ha) 183 1.3 1.1 1.2 14 16| 4.0
IHS2 poverty ranking (%):
Ultra-poor 18 19 19 18 13 13 11
Poor 30 30 30 30 22 32 29
Non-poor 52 51 51 52 65 55 61
Not IHS2 sample 10 10 10 10 16 12 7

Source: Author analysis of July 2007 AISS data

5.4.3 Use of coupons

Acquiring a large number of coupons does not necigsmply that those coupons are used
by their holders to purchase fertilizer. The coupamay be sold, allowing their recipients to

realise a cash income from being allocated thenthénsame survey it was found that while

>* From 2009/10, the programme now targets maize sty that a beneficiary should be entitled to a
maximum of two coupons.
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subsidised fertilizer purchases rose in line with humber of coupons obtained, the quantity
of additional fertilizer purchased departed incnegly from the quantity that could have been
obtained for the given number of coupons. Moreowto allocation coupon holders
nevertheless reported purchasing coupon fertil@@ble 5.12). The average quantity of
fertilizer rose from 61 kg to 119 kg across thegenf incremental coupon holders (from zero
to 5+); however, had these coupon holders (whoiesdjmore than five coupons) used their
coupons to purchase the exact amount to whichwheg entitled, the minimum quantity of
fertilizer would be 1750 kgs, translating into 5K of fertilizer equivalents of unredeemed
coupons. In effect, higher coupon holders progvesgiused less of their coupons to purchase

fertilizer, implying that they must have sold thema coupon ‘parallel market®

Table 5.12: Fertilizer quantities acquired by nundfecoupons in 2006/07

No. of coupons acquired P-

Category All HHs 0 1 5 3 2 or value
Number of observations (n) 3298 1487 808 817 64 81 41
Subsidy fert acquired (kg)

Mean 70 61 63 90 65 102 119| .226

Std Deviation 312 367 189 318 70 278 211

Minimum 0 0 0 0 0 0 0

Maximum 7,500, 7,500 5,000| 5,000f 350| 2,500, 1,250
Acquired less expected (kg

Mean 20 61| 13| (10| (85F° | (98 | (299f | .000

Std Deviation 317 367 189 318 70 278 322

Minimum (1,750) 0| (50)| (100)| (150)| (200)| (1,750)

Maximum 7,500, 7,500 4,950 4,900/ 200| 2,300 200

Figures denoted by different letters are significtr0.05.
Note:

(a) Subsidy fertilizer acquired refers to quantitieeatilizer that were acquired regardless of whetiree had
acquired coupons or not.

(b) ‘Acquired less expected’ refers to quantities thate acquired when they should not or were notiaedu
when they should be, given the number of coupogsiieed. For example, non-coupon holders ended up
acquiring an average of 61 kg of fertilizer. Hoslef one coupon where expected to acquire 50 kgs bu
actually acquired 63 kgs, an additional 13 kgs.uFgg in brackets are negative, suggesting quaotity
fertilizer (kg) which were expected given the numbg&coupons but not acquired. For example, a hiolde
of 4 coupons was expected to acquire 200 kgs tualiy acquired 102 kgs, a shortfall of 98 kgs.

Source: Author analysis of 2007 AISS data

*>No doubt some of them were freely given to fanaityfriends, but on a large scale it is safest to
assume that there is a coupon market that rea#®caupons between those that do not need them, or
cannot afford the subsidised price for the fediljzand those that are seeking to purchase addlition
fertilizer.
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The existence of multiple governance issues sudiognthe ISP does not necessarily mean
that the subsidy is ineffective in achieving impedvfood security overall in Malawi. It must
be supposed that most of the subsidised fertilerets up on farmers’ fields, even if the
farmers that utilise the fertilizer are not the saas those who were designated to receive
coupons? In effect, an administrative allocation system distributing vouchers becomes a
market allocation system as a consequence of leaklagm the administrative template and
coupon recipients voluntarily relinquishing themarchange for cash. The most probable
outcome of this process is that fertilizer endshieir up the rural wealth distribution than was
intended in the plans, and this is not unusuahéhistory of subsidised fertilizers in Africa
(Chapter 2 above). From a production viewpoint, tie¢ effect could be positive if richer
farmers are able to make better use of complememtputs than poorer farmers, resulting in
higher maize yields overall. There is even someréwctl evidence of this occurring, with
increased demand for labour in rural areas cauwsimgg in rural wages (Dorward and Chirwa
2009).

However, production effects are only part of thetysie, and the vision of the subsidy put
forward by Tambulasi (2009b) is a serious issud g implication that the subsidy may be
entrenching institutionalised unlawful behaviourotighout the political and administrative
structure of rural Malawi. If this were the cadegn it would also mean that the subsidy will
be exceptionally difficult for any future governntesf Malawi to reduce or discontinue due
to the pervasive vested interests with which it esome associated. It is not an objective of
this thesis to pursue this line of thinking anytfer, especially as many of the arguments tend
to be speculative and difficult to verify factualliowever, what is important for this thesis is
the degree to which the ISP provides a genuineravan Malawi's struggle to reduce the
exposure of its poorer citizens to recurrent latlsudficient food and inadequate nutrition.
For this the output effects of the ISP are critiahce they determine, first, whether the
annual food gaps of food-deficit farmers have naew since the ISP was introduced; and,
second, whether market price volatility in the lessason has diminished, therefore better
enabling food-deficit households to purchase faothat period. It is to these questions that

this chapter now turns.

*® The consideration that would undermine this suitipasis significant leakage of subsidised fertlis
into neighbouring countries. On this there is an&ddevidence, but as far as this author is aware n
systematic study has been undertaken to reveaxtiemt of such leakage in any of the areas where
cross-border informal trade is commonplace.
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5.5Reconsideration of the Output Effects of the ISP

The foregoing discussion of the strengths and wesdas of the ISP as a vulnerability reduction
strategy in Malawi refers to the significance oa $itrengths side of the size of production gains
achieved by the policy. This section proposes tib@rthese production gains more deeply,
bearing in mind that several leading authoritiedamd markets in eastern and southern Africa
consider the official figures to be implausibly hjgparticularly in view of maize price
behaviour in 2007 and 2008 (Jayateal. 2008, Tschirley and Jayne 2010). If output ganesas
suggested in official figures then several positanefits should ensue: market supply will
increase due to yield gains experienced by maigdusufarmers; food deficit farmers should
see their annual ‘food gaps’ decrease for the saamon; the seasonal maize price rise should
be on the low side of the long term average (wisgbulled up by extreme price episodes); and

rural wages should rise as more labour is demamdiagdming and related activities.

As already verified at the beginning of the prengdiection, the initial claims of ISP success
seem amply justified by market responses. Produ@timped from 1.2 to 2.6 million tons from
2004/05 to 2005/06, and the market price declimedominal terms from MK50.67 per kg to
MK18.76 between February and July 2006. Due to hegpectations of an even more
spectacular harvest in 2007, nominal prices reaehbi$toric low in May 2007 of MK14.26
(price data in this paragraph refer to Table 5.8vah The proof of a harvest of a particular
magnitude lies, of course, in price behaviour mtonths following the harvest rather than the
predicted harvest level before the event. In tlse ad the 2006/07 harvest, prices began to rise
surprisingly soon after the harvest, gathering muoma through the end of the year to
temporarily peak at a nominal level of MK43.53 lne tJanuary-March 2008 lean season, before

then resuming an upward trend that reached MK70.5&bruary 2009.

Table 5.13 and Figure 5.5 below show this priceabi@ur in annual terms in historical
perspective. For this purpose, the CPI was rebtsedlendar year 1996, so that real prices
(nominal prices deflated by the CPI) are denomahatel 996 terms. In addition to showing the
nominal and real annual retail maize price trehd, draph also shows the average real maize
price for the period 2001-10 (up to Sept 2010). @ae@ and graph are illuminating. In general,
real maize prices rose over the decade of the 200@sldition, and standing out very clearly in
Figure 5.5 real maize prices rose to unpreceddnggdlevels in the period 2007 to 2009 before
beginning to decline towards the long run average in 2009 and in 2010.
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Table 5.13: Nominal and Real Maize Prices in MaJ&001-10

Year Nominal Real*
MK/kg MK/kg
2001 12.29 23.85
2002 20.25 33.18
2003 13.33 19.42
2004 15.73 20.37
2005 21.81 24.03
2006 27.30 27.57
2007 18.97 17.48
2008 45.86 38.69
2009 46.01 36.75
2010 37.31 28.31
Average 25.89 26.97

* deflated by the CPI rebased to 1996=100
Source: price data contained in Table 4.16 in @rap

Figure 5.5: Nominal and Real Maize Prices 2001-10
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It is tempting to find a cause for this price bdbav other than questioning domestic
production figures. The 2007-08 international spikehe price of grains is the explanation
most readily to hand, and has been deployed bythlawi government as an explanation.
However, the international food price crisis was synchronised even closely with Malawi
price events (world prices were declining steeglyie Malawi maize price was rising through
2008), and previous analysis has shown that in tdesnlike Malawi and Zambia with

significant barriers (both geographical and adnmaiwe) to external maize trade, domestic
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maize prices tend to be decoupled from world prases reflect far more the balance of supply
and demand in the domestic market (Jagtrad. 2006b).

To gauge fully the strangeness of the 2007-09 paeé rise in Malawi, the estimated maize
surplus generated by the officially record harvesitsghis period can be examined in the
comparative context of preceding years. Table &idl Figure 5.6 show maize surpluses and
deficits from 1991 to 2010 calculated from officabduction figures and a consumption trend
derived from average maize consumption per capgeussed in Chapter 4. This follows
population growth with a constant maize requirenpit capita of 158.4 kg (see Table 4.18
above)’” The previous instability of the Malawi maize marks apparent, as also is the
prevalence of market deficits in the 2000s, cultmgain the very poor harvest of 2004/05.
Overall, up to 2004/05, there had been nine dedied six surplus years since 1990/91. This
then gives way in startling fashion to a successidmuge surpluses from 2005/06. As observed
in a previous chapter, whereas average produatmn 1990/91 to 2004/05 was 1.55 million
tons, from 2005/06 to 2009/10 it was 3.06 milli@mg. In this later period, estimated maize
surpluses in the domestic market were 1 milliorstpar year on average, or cumulatively 5
million tons since the ISP started. Another reapah forward for the steeply rising prices
experienced in 2008 was a 400,000 ton export sal&mbabwe from the 2006/07 harvest;
however, this should have been easily accommodatdéde context of the 3.2 million ton

harvest proclaimed for the 2006/07 season.

The maize balance sheet figures of Table 5.15 hetowpled with annual price change data,
permit some, admittedly fairly crude, estimategheflikely magnitude of underlying changes in
maize harvests that price trends in 2007-09 watieating. Here, the relevant price change is
for 12-month periods from May of one year to Apil the following year, capturing the
seasonal cycle of maize prices in successive y&hesprice rises or falls from one maize year
to the next can be treated as responses to susptusgeficits coming into existence at the
preceding harvest. In other words, the May 20074A008 average price reflects the outturn
in the 2007 harvest season; and the price chaoge2006/07 to 2007/08 reflects the degree to
which 2006/07 production (harvested in May 2007 etaeonsumption requirements through
the 2007/08 crop season.

*"For this purpose it does not matter if the assimpif a constant consumption per capita is rather
unrealistic. The magnitudes of surplus or defice generally so large compared to an assumed
relatively stable consumption trend that more efirannual consumption estimates would make
negligible difference to what is portrayed.
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Table 5.14: Maize Balance Sheet 2000-10

Year Production Consumption Sl_Jr_pIus or Surp/Deﬁcit
(Tons) Needs (Tons) Deficit (Tons) (% Production)
1991 1,589,377 1,369,746 219,631 13.8
1992 657,000 1,397,156 -740,156 -112.7
1993 2,033,957 1,425,114 608,843 29.9
1994 818,999 1,453,632 -634,633 -77.5
1995 1,327,865 1,482,720 -154,855 -11.7
1996 1,793,469 1,512,391 281,078 15.7
1997 1,226,478 1,542,655 -316,177 -25.8
1998 1,534,326 1,573,525 -39,199 -2.6
1999 2,245,824 1,613,225 632,599 28.2
2000 2,290,018 1,653,927 636,091 27.8
2001 1,589,437 1,695,656 -106,219 -6.7
2002 1,485,272 1,738,437 -253,165 -17.0
2003 1,847,476 1,782,298 65,178 35
2004 1,608,349 1,827,266 -218,917 -13.6
2005 1,225,234 1,873,368 -648,134 -52.9
2006 2,611,486 1,920,633 690,853 26.5
2007 3,226,418 1,969,091 1,257,327 39.0
2008 2,634,701 2,069,705 564,996 21.4
2009 3,682,502 2,121,924 1,460,57¢ 40.8
2010 3,233,364 2,175,460 1,057,904 32.7
Average 1,928,078 1,709,896 218,181 2.1

Note: Maize Price and consumption in 1991, for exairis associated with
1990-91 production and so on. Negative figures wemaize deficits.

Source: As explained in the text above

Figure 5.6: Calculated Maize Surpluses and Defit981-2010
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A modest simulation exercise is conducted in Takl® below. In this price changes are related
to consumption needs via a provisional assumptia the elasticity of consumption with
respect to price changes is 8°F.his means, for example, that a 50 per cent piseawould be
indicative of a 25 per cent fall in availabilitylagve to the consumption needs figure. This
gives rise (in the fourth column) to a calculatedois or deficit (from price changes and the

consumption trend), and thence to a calculated yatamh level (fifth column) which is

compared (in the sixth column) with official prodioo estimates.

Table 5.15: Simulation of Production Levels BasedPoice Movements

Crop Consumption Er?fel Calculatec_i _ Calcula‘;ed Officia_l
Year Needs Change Surplus/Dleflcn Produc‘gon Produc‘gon
(tons) o (tons)? (tons§? (tons§?
2004/05| 1,873,368
2005/06 1,920,633 617 -592,515 1,328,118 1,225,234
2006/07| 1,969,091 -39.( 383,973 2,353,064 2,611,486
2007/08 2,069,705 0.0 0 2,069,705 3,226,418
2008/09| 2,121,924 126.7 -1,344,239 1,177,685 2,634,701
2009/10 2,175,460 -29)0 315,442 2,490,902 3,582,502
Notes:
(1) calculated as described in the text assuming ati@ty of consumption with respect to
price of -0.5

(2) both calculated and official production referthe preceding season relative to the
consumption season i.e. 2009/10 consumption igecklen the 2008/09 production
year, the harvest for which occurred in Apr-Jun200

Source: Table 5.14 above; author’s calculationsdas average real maize price data.

Surprisingly, this rather blunt approach works guitell for years when production estimates
may have been fairly accurate; thus, for 2005/@2 @er cent price rise indicates an output in
the preceding harvest of 1.3 million tons (offigebduction 1.2 million tons), and for 2006/07

a 39 decline in price gives rise to an estimataguiwf 2.4 million tons (almost the same as the
official figure of 2.6 million tons). However, fo2007/08 to 2009/10 this procedure yields
figures that diverge sharply from official prodweti Taking into account an export figure of

400 thousand tons taking place during 2007-08 utatled harvests indicate a drop in output in

*®The elasticity of demand with respect to price $taple foods in low income countries varies
according to substitution possibilities and incoswgh that low substitutability (applying to maine
Malawi) results in low price elasticity (range @320.5) while low income can work in the opposite
direction if substitute foods are acceptable arallavie (Pinstrup-Andersen 1985). The figure of 0.5
here is a trial figure used for illustrative purpss
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2007 as compared to 2006, and a further drop i8.200e size of the gap between estimated
and declared harvests is certainly much too largeertheless, its direction points to significant

overestimates of production in the period 200660ZG08/09.

Table 5.15 should be interpreted perhaps more asdarator of plausible directions of change
in production than as firm predictions. It suggdbktg the only ISP year for which a degree of
confidence can be attached to official maize harfigares is 2005/06 (harvest occurring in
May 2006). It is this year, of course, which ledustifiable (at the time) claims for the success
of the programme, and resulted in donors softettied initial antagonism to it. Real price

changes in 2007-09 (as shown in Table 5.8) denaiesif nothing else, that the direction of
change in harvests must have been downward ratiaer upward in the 2007 and 2008
harvests, and even if these drops in productior wenimal (say a fall of 200,000 tons in each
of those years), this would still mean a gap of-800 thousand tons a year to the official

figures in those years (see also Jagihal. 2008, Jayne and Tschirley 2009).

There are, of course other factors that may ham&ibated to the steeply rising maize prices in
2007-09; although in the view of this thesis thase not sufficiently powerful to overturn the
likelihood of production overestimates in the 2087 2008 harvests. One such factor is
hoarding of grain after harvest by private tradargther is cross-border exports of maize; and
a third is the timing of the government’s total lanprivate maize trade. Relevant to all these
arguments is the consideration that traded maizéatawi is a small fraction of total
production, which can cause small changes in dibilato result in big price changes.
Nevertheless, detailed quantitative economic arshas demonstrated that private maize trade
in Malawi is competitive and efficient (Myers 2008nplying that hoarding can only occur if
all traders concur that an impending shortage @ile up future prices. Moreover, cross-
border informal trade (monitored by FEWSNET) digplanegligible exports and high net
imports of informal maize in both those seasondBRIET 2009¥° The timing of the ban on
private trade may indeed be relevant, but onhhedontext of an underlying shortage already

causing strong upward pressures on prices.

The foregoing conclusion receives support from antiredy different direction. Quite

independently of the various MoOAFS area, producéind yield estimates for maize and other

*® FEWSNET data shows cross-border maize import®@&81 and 57,582 tons in 2006/07 and 2007/08
respectively. Meanwhile estimated informal expdntghe same years were 3,721 and 7,115 tons
(FEWSNET 2009).

156



crops, the Malawi Vulnerability Assessment Committ1VAC) undertakes annual surveys of
livelihood zones across Malawi in order to obtastireates of the location and size of rural
populations at risk of ‘missing food entitlementshd therefore potentially requiring remedial
action in the next lean season. These figuresraduped in June each year, and take account of
harvest data reported by households within theiuggbold Economy Approach (HEA)
methodology (discussed in Chapter 4 above). Thaelk&yis summarised in Table 5.16 below.

Table 5.16: Areas of tension between MVAC figured eaize production estimates

MVAC Maize estimates | Population at risk o] Maize equivalents Affected districts
Report [ Crop Surplus missing food requirement (out of total 28 districts:
Season | (%) entitlements 13 South, 9 Centre, 6
NO %° | Tons %° North)

May-05 | 2004-05| -35.7 4,224,400 35.7 | 269,400 17.9 All districts

Jun-06 | 2005-06 16.f 833,000 6.9| 57,300 2.2 16 districts (8S, 5C, 3N)

Jun-07 | 2006-07 345 519,200 4 ‘Watch’ 8 districts (5S, 1 C, 2 N)

Jun-08 | 2007-08 15.7 1,490,146 11.4| 56,459 2.9 17 districts (13S, 2 C, 1IN

Jun-09 | 2008-09 34.8 147,492 1.1 6,678 0.2| 3in south
D

Jun-10 2009-10 22.4 1,061,625 7.7 45,366 1.4) 15 districts (13S, 1C, 1N)
Notes:

(a) Official government position (see Table 4.9)
(b) Author calculations based on population estasiin Table 4.2 (chapter 4)
(c) Author calculations based on official figurasrable 4.9 (chapter 4)

Source: Compiled from MVAC Reports described in @ba4.

Taking 2004/05 as a starting point, MVAC findingdMay 2005 were entirely compatible with
a very poor harvest. A total of 4.2 million peopleross all districts are identified as at risk of
hunger in the following lean season. In June 2088, figure drops dramatically, and drops
again in June 2007 (probably reflecting, as dorotla¢a, a continued maize surplus overhang
from the very successful 2006 harvest). Howeveiune 2008, MVAC estimates are thrown
into reverse, with a rise to 1.5 million peopleaas 17 districts predicted to have insufficient
food entitlements. This coincides with the stedpeprises noted for 2008, and the government
suppressed the MVAC report and delayed its pulibicatue to the unwelcome predictions that
it put forward. The June 2009 report curiously sk@n almost negligible hunger problem, but
the June 2010 report again suggests a deficit afema the market and serious risk to over one
million people in 15 districts (out of 28 distritt©verall, MVAC findings do not support a
picture of the Malawi maize economy that is so dwasth maize as a result of successive

record harvests that hunger is banished for althmiteast fortunate in Malawi rural society.

157



5.6 Summary

This chapter describes and assesses the sucdéssigput subsidy programme (ISP) that has
been implemented in Malawi since the 2005/06 adjticai season. This is the flagship
government policy for reducing rural vulnerabilitycontemporary Malawi, and it builds on a
long history of farm input subsidies in post-indegence Malawi history. The ISP is highly
charged politically in all its aspects. It is pogulith the mainly rural electorate, and there is
a trend to increase the rate of subsidy in sucoes&ars. A plan is already in place to extend

its implementation to at least the crop year 2085/1

The Malawi government represents the ISP to theideitworld as wresting the policy
initiative from the donors and international finaanstitutions, and achieving food security
through a truly national approach (Chinsinga 200Tag incumbent President Dr Bingu wa
Mutharika has received several awards for the pigeld achievements of the policy: the
International Award for Food Security by Food angtidulture Natural Resources and Policy
Network (FANRPN) in 2008; the Agricola Medal by tReod and Agriculture Organisation
(FAO) in 2008; and the Drivers of Change Award hg Southern Africa Trust in October
2009 (Jayne and Tschirley 2009). The latest sucbgration is an honorary professorship of

Economics by the East China Normal University id@0

The chapter describes the massive logistics ailoliging 130,000 tons and more of fertilizer to
between 1.4 and 1.7 million farmers, using a couggyetem. These logistics involve
determining the geographical distribution of coupaalocating these coupons to farmers at the
local level, moving fertilizer from border entry ipts to depots throughout the country,
redeeming coupons for fertilizer at sales outlétthe subsidised price, and returning receipts
from sales to the central government. This opemascconducted every year mainly by public
sector bodies, with the Ministry of Agriculture aRdod Security at the apex, and private sector
agents have been permitted variable roles, undsram, in different years. The ambition and
scale of the programme has been admirable, arsdwidely agreed that the scheduling and
timeliness of coupon and fertilizer distributiorsha general been well done.

Nevertheless there are documented aspects of tgeapmme which give rise to a degree of
doubt about its true effectiveness in achieving ustanable reduction in poverty and
vulnerability in Malawi. The allocation of coupobgstween districts seems possibly to reflect

political as much as agricultural or economic ddtethere is widespread reportage of coupon
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misappropriation, including by senior politicianadacivil servants; and field studies have
shown extensive misallocation at the small scaleaal areas involving village leaders, district
councillors, local civil servants and the policéiefe is evidence from field studies conducted
by local researchers to show that a secondary miarkeupons exists, and this market tends to
redistribute subsidised fertilizer from poorer tttbr off farmers. This is to be expected with a
subsidy that has reached around 90 per cent diutheost price of commercial fertilizer in
recent years, and there is the additional podsilnibt yet verified that there may be substantial

leakage of fertilizers into adjacent countries (lslmbique, Tanzania, Zambia).

From the viewpoint of this thesis, it is the outplaims of the ISP that are critical. If the ISP
fails to prevent food deficit rural households fraxperiencing nutritional deprivation in the
lean season every year, then its claims to havegbtdMalawi into an era of food security for
all become legitimately questionable. In fact, pleeiod from August 2007 to March 2009 saw
the most severe seasonal price spike in Malawbtyistunusually maintained across two
successive lean seasons. The chapter uses singpleneic deduction to show that the output
claims for the 2006/07 and 2009/10 maize harvemtaa have been anything like as high as
are claimed by official maize production figurehieTexact degree of such exaggeration is of
course difficult to pin down. This author is nogftfirst to suggest these discrepancies; however,
the attempt made in the chapter to get some puwrabragheir approximate size has not been
done by other researchers. There are two implicatior the thesis that arise from the findings
of this chapter: one is that the ISP has not tumédo be as efficacious for achieving national
level food security as it is claimed to have dae] another is that whatever its effects on total
maize production, it may still leave a substargralportion of the poorest rural citizens exposed
to missing food entitlements in the lean seasomyeyear The next chapter examines an
alternative approach to achieving food securitytiod poorest members of rural society,

represented by poverty targeted social cash tnansfe
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Chapter 6: Social Cash Transfers in Malawi

6.1 0Origins of social cash transfers in Malawi

In September 2006, Malawi started a pilot sociahc&ransfer (SCT) scheme in Mchinji
district. It was motivated strongly by an extercahsultant to UNICEF Malawi, Dr Bernd
Schubert, who had formerly been responsible fordibggn of a social cash transfer pilot in
Zambia, the Kalomo social cash transfer scheme. Kdemo scheme had been set up in
November 2003 as a social welfare interventiorhfmuseholds mostly headed by the elderly,
widows, children, chronically ill persons, and ttisabled, most of which were affected by
HIV/AIDS.® These groups were deemed to be ultra-poor, labmstrained and with higher
than average dependency ratios, and unable todardor basic needs such as food, health
and education (Schubert 2003). In the programminthe® Kalomo and similar social cash
transfer pilots in countries such as Malawi, thgsrips were described as the ‘non-viable’ or
‘incapacitated’ poor. The Kalomo pilot scheme waswichstone at an African Union social
protection conference that Zambia hosted in thentofLivingstone in March 2008. The
conference recognised positive impacts of reguahdransfers on the lives of poor people.
This led to a ‘Livingstone Call for Action’ to irdduce and institutionalize social cash
transfers as major components of national soc@kption policies and programmes (African
Union 2006). Several countries have since introduescaled up different variants of social

cash transfers, including Ghana, Kenya, Ugandaf@aand Malawi (Schubert 2007a).

Since 2004, the UNICEF office in Malawi has advedathe mainstreaming of social cash
transfers into national development policies andgets. In 2006, it organised a study tour for
government officials to learn about social cashdfer programmes in Zambia and Brazil. It
also supported a consultancy for the DepartmeRoeerty and Disaster Management Affairs
to design and test a pilot social cash transfeerseh It provided initial funding for the project

preparation phase, and start up funds amounting/36872,534 that covered the period

January 2006 to December 2007, until funding wagys and eventually obtained, from the

% The recommendation for a social cash transfet gil@ambia was first made in a GTZ study, Social
Welfare Interventions for AIDS Affected Householfls; the Ministry of Community Development
and Social Welfare in March 2001. By August 2003ZGelped the Social Safety Net Project in the
Ministry to design a pilot social cash transferesole which was first implemented in two agricultural
blocks of Kalomo District. The scheme was launcine?2l004 and by December that year, it had been
rolled out to over one thousand households. Theralscheme became the first of its kind in eastern
and southern Africa (Schubert 2003)

®1 The participating governments at the conferenae Eéhiopia, Kenya, Lesotho, Madagascar, Malawi,
Mozambique, Namibia, Rwanda, South Africa, Tanzdoganda, Zambia and Zimbabwe.
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Global Fund for AIDS, Tuberculosis and Malaria (kb Fund) that assists countries to
respond effectively to a high incidence of HIV/AIDI& June 2006, Mchiniji district in central
Malawi was selected for the pilot social cash t@nscheme. The objectives of the pilot
scheme were to: (a) reduce poverty, hunger andastan in all households living in the pilot
area that are ultra poor and at the same time tatmmstrained; (b) increase school enrolment
and attendance of children living in target growguseholds; and (c) generate information on
the feasibility, costs and benefits, and on thetpesand negative impact of social cash
transfers as a component of a possible future maltieocial protection programme (Schubert
and Huijbregts 2006, p.9, Millest al.2008b, p.11).

From the outset and in line with the ‘Kalomo prjples’, the pilot social cash transfer

programme in Malawi decided to target what weréedalhe ‘ultra poor labour constrained’

households. As mentioned earlier, other expressiges in the early documentation of the
scheme to describe this social group were the paciated poor’ or the ‘non-viable poor’.

The targeting of the social cash transfers foll@avene in ten’ basic model deduced by Dr
Schubert and colleagues, in this chapter refeoed tthe ‘Schubert targeting rule’, at the time
of devising the original Kalomo scheme in ZambileThinking asserts that the ‘ultra poor
labour constrained’ correspond to roughly ten pamtf all households in countries like

Malawi and Zambia. The starting point for identifgi this group in Malawi was to use the
IHS2 (described in Chapter 4) to divide all houdétanto four different categories: (1) poor,

low dependency households; (2) poor, high dependénaseholds, (3) ultra-poor but low

dependency households, and (4) ultra- poor, higlernlgency households.

Figure 6.1: Identifying 10 per cent of Malawi hohskls in need of social cash transfers

A !
Absolute Poverty [~ 777777777 .
52% E
600,000 ! 150,000
A
Ultra Poverty [---------"---------- TTTTTTTTTTTTTT s
22% cC. D
300,000 250,000
Low dep. ratio High dep. ratio - Dependency
"viable poor" "non-viable poor" Ratio
capacitated incapacitated

Source: Schubert and Huijbregts (2006, p.19)
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Figure 6.1 shows the distribution of poor houseti@tdMalawi as calculated by Schubert and
Huijbregts (2006), based on IHS2. In this 600,000rphouseholds are classified as above the
ultra poverty line, and with a low dependency rgtjoadrantd); 150,000 poor households
are above the ultra poverty with a high dependeatip (quadranB); 300,000 households
are classified as ultra-poor but low dependencyadgantC); and 250,000 households are
classified as high dependency, ultra- poor housish@@uadranD). These categories add up
to 1.3 million households, which is 52 per centaofigure of 2.5 million used for total

households in Malawi.

A targeting method and criteria were developed ftbm starting position for the practical
selection of beneficiaries in the pilot SCT scherfiikey consisted of two sets of proxy
indicators: (a) ultra poor households were definedhose below the national ultra poverty
line of MK16,165 per capita per year (US$115 peaaryén 2005, in the lowest expenditure
quintile, consuming only one meal per day on magtsgdand owning no valuable assets; and
(b) labour constrained households were defineti@setheaded by elderly or children with no
adults between the ages of 19 to 64 that wereffitMork; they had dependency ratios that
higher than three (if possible to calculate) or mhigcomprise households with no
economically active adults. Chronically sick or abiked adults (19-64 age group) were
counted as dependents thereby pushing up the dependatio (Schubert 2007a, pp.18-22).

The Schubert 10 per cent principle was applied alawi to the Mchinji pilot SCT, and also
in its later expansion to other districts, to beaded later in this chapter. It is worth bearing i
mind that such a rule is not just about trying é@aah an impoverished social group with
precise demographic and economic characteristaisctlin be readily identified. It is also a
way of ‘capping’ the budgetary outlay on welfareympents in a poor country, where
otherwise support to the very poor might seem #&erabpen-ended proposition. If a
maximum of 10 per cent of a country’s households going to be potentially eligible for
such transfers then the ceiling budgetary exposiuseich a scheme is known, and appropriate
allocations either by a government, or by some éoation of government and donors, can

be made.

This chapter proceeds, first, by describing in idi¢ke Mchinji pilot social cash transfer: its
organisation, selection processes and coveraggoséc2). It then moves on to summarising
the results of a detailed evaluation of the Mchagjneme conducted in 2007-08 (section 6.3).

The expansion of the scheme to additional distrensl its potential roll-out nationally in the

162



future, are then discussed (section 6.4). Fin#tly,chapter looks at strengths and weaknesses
of social cash transfers in Malawi, especiallyagerled by the working of the Mchinji pilot,
but also taking into account lessons of the scalipghat has occurred so far (section 6.5).
The chapter concludes with a brief summary of igsmfindings.

6.2 The Mchiniji pilot scheme

6.2.1 The design

The pilot Mchinji scheme was designed in April 2086d started with 2,500 beneficiary
households in four of the nine Traditional Authiest(TAs) in the district. In June 2006, the
first payments were made to 400 households befeestheme was officially launched in
September 2006 (Millegt al. 2008b). In the design of the original pilot, tlstf stage was to

select a district to implement the programme. Thieria used for selecting Mchinji as the
district are not clear from the documentation, Ibaised on what was discussed with
government officials during the fieldwork in 2008/0the criteria was said to include the
poverty rate in the district, the prevalence of H#vid orphans, the regional (political)
balance, accessibility during the rainy season,thadapacity of the district to implement the

scheme.

In the programming of social cash transfers in Maldistrict capacity refers broadly to staff
numbers, skills and resources such as vehiclasedpace and computers (Schubert 2006). It
has been argued in Chapter 3 that district assemboli Malawi exhibit a generally weak
capacity for development management; and the samsh transfer districts are not
exceptions to this problem. In the Mchinji schencapacity weaknesses have included
inability to maintain up-to-date and organized Wy records, irregularities in financial
accounting and weak monitoring and reporting orgpess. Capacity weaknesses persist also
because line ministries do not provide the requiestinical oversight, for example, in areas
of monitoring, evaluation and reporting. Even wltlea districts submit required reports, the
responsible ministries (Ministry of Gender and camity Services and Ministry of
Economic Planning and Development) do not provetback (Milleret al. 2008b). It has
been argued that these capacity constraints inimngroost-effective and reliable social cash
transfer schemes are not unique to Malawi, andctafi@ social cash transfer schemes in
Africa (Schubert and Slater 2006, p.575).
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Table 6.1: Distribution of population, poverty ananerability by district

Poverty and vulnerability (%) 2007/08 Maize (%)

District/ Population
Region P acel lFJ)g(r)art Ulgrba/ Atrisk | Orphans 3::?6 Sdugﬁcl;i{f/

const.

Chitipa 179,072 549 | 283 9.3 27 9.3 17 50.7
Karonga 272,789 54.9| 28.3 9.3 7 13.3 1.4 -5.5

Likoma 10,445
Mzimba 724,873 50.6| 22.7 5.8 30 11 8.3 38.4
NkhataBay 213,779 63.0] 30.3 10.6 na 11.9 0.9 -17.1
Rumphi 169,112 61.6| 24.2 7.4 15 10.1 0.9 134
Dedza 623,789 54.6| 20.9 7.9 30 111 6.3 145
Dowa 556,674 36.6| 4.8 2.9 16 10.2 4.6 23.8
Kasungu 616,085 44.9| 15.1 4.8 24 9.4 5.8 39.0
Lilongwe 1,228,143 37.5| 11.7 6.3 18 8.1 111 27.3
Mchinji 456,558 59.6 | 304 134 18 9.7 55 54.2
Nkhotakota 301,868 48.0| 11.4 4.8 46 12.2 12| -159.2
Ntcheu 474,464 51.6| 21.1 13.7 73 14.8 6.3 39.6
Ntchisi 224,098 47.3| 12.2 8.8 35 7.6 2.3 55.1
Salima 340,327 573 | 25.0 129 64 105 25 11
Balaka 316,748 66.8| 33.5 19.0 81 16.8 3.9 8.3
Blantyre 338,047 46.5| 16.0 9.5 77 16.8 2.9 28.7
Chikwawa 438,895 65.8| 31.9 11.0 80 14.7 2.3 -94.2
Chiradzulu 290,946 63.5| 27.5 9.3 80 18.8 2.0 -35.6
Machinga 488,996 73.7| 383 185 62 11.7 34 -61.4
Mangochi 803,602 60.7 | 29.3 133 35 14.3 7.1 2.2
Mulanje 525,429 68.6| 30.6 10.9 76 17.8 3.7 -12.4
Mwanza 94,476 55.6| 19.7 6.3 76 175 1.2 43.0
Neno 108,897 86 na 15 36.4
Nsanje 238,089 76.0| 44.3 22.8 81 17.6 0.8| -166.4
Phalombe 313,227 61.9 | 26.9 155 50 155 2.7 18.8
Thyolo 587,455 64.9| 33.0 9.7 71 10.5 3.4 1.3
Zomba 583,167 70.0] 41.0 18.2 62 16.8 6.0 23.5
National 1,3066,320 52.4| 22.3 9.6 40 12.4 100* 21.4*
North (%) 13.00 56.3| 25.9 7.9 31 79| 13.2* 16.0*
Centre (%) 42.0 46.7| 16.2 7.8 36 7.8| 45.6* 10.6*
South (%) 450 64.4| 315 13.6 71 13.6| 40.9* -16.0*

Thebolded italics are the seven pilot social cash transfer sitesataii as of June 2010

*The figures may not add up to or tally with natbrfigures provided in Section 4.2 of
Chapter 4 due to discrepancies in the official data

Source: Data in or underlying various Tables inti®ac4.2 (Chapter 4) and author
calculations
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As demonstrated in Table 6.1 above, Mchinji distiicnot in fact amongst the poorest or
most deprived districts in Malawi. Indeed, its pdyeate in the 2004-05 IHS2 was estimated
at 59.6 per cent which places it exactly in the dtedof Malawi’s districts, ordered by the
poverty criterion. Half of Malawi’s districts hadperty rates over 60 per cent in 2004-05,
and three had poverty rates over 70 per cent (ZorMmchinga and Nsanje). Similar
considerations apply to rates of ultra poverty émel ‘ultra-poor labour constrained’. The
population of Mchinji considered ‘at risk’ of foadsecurity in 2005 according to an MVAC
assessment compiled by the World Bank (2007a) \Bgset cent, placing Mchinji as the 5th
most secure district; while many other districtsevassessed to have ‘at risk’ rates of 70 or
80 per cent. With respect to the proportion of arghand vulnerable children (OVC) in the
population, Mchinji is also only the™shighest, with an OVC of 9.7 per cent, whereas 8
districts have estimated OVC rates of over 15 pat (Government of Malawi 2006b, p.253).
Finally, Mchinji is a strong maize surplus distraterall, whereas many other districts have
low predicted maize surpluses or serious maizecitefilt would seem that proximity to the
capital Lilongwe, relative strength in district aiehmstration, and political factors were
probably the decisive factors resulting in the chodf Mchinji for Malawi’s first poverty-

targeted social cash transfer scheme.

From the outset, the Mchinji pilot SCT scheme addg variable rather than fixed approach
to the level of cash transfers provided to benaficihouseholds. This was a departure
compared to Kalomo where households were giversdinge level of transfer irrespective of
household size or demographic structure. In Mchthg level of transfer varied according to
household size, and extra payments were madedarahfirmed school attendance of school-
age children (6-18 years old). The monthly cashstier grant to a beneficiary household was
designed as shown in Table 6.2 below. The caslsfeanses from MK600 per month for a
one-person household to a maximum of MK1,800 pentméor four or more persons in the
household. In addition a school bonus is paid &arhechild attending school of MK200 per
month for primary school pupils and MK400 per moftthsecondary school pupils. The cash
levels have not been adjusted since the scheméntvaduced in 2006 when a MK600 grant
was equalo US$4.00 (Schubert 2007a, pp.18-22) at that timéne with a national poverty
line of MK 44.30 (US$0.5) per person per day six-person household with two secondary
and one primary school children would obtain adfanof MK2,400 (US$17) per month. In

%2 The exchange rate used for these calculationsvkdsio to US$1, a rate which prevailed for several
years in the middle and second half of the 2000s.
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2008, the average level of transfer in the Mchagileme was MK2,000 (US$14) per month

(Government of Malawi 2008e).

Table 6.2: Levels of monthly cash grants to a hbakkin the Mchinji SCT

. Monthly cash grant
Household size (Persons) (MK/month)

Main transfer

One 600

Two 1,000

Three 1,400

Four or more 1,800
School bonus (per child)

Primary school 200

Secondary school 400

Source: Schubert (2007a, pp.18-22)

The implementation and management arrangement Her Mchinji scheme involves
committees that work successively from nationatigtrict and to community levels. Key
actors are the Ministry of Gender and Communityiges as ‘owner’ of the scheme; the
National AIDS Commission (NAC) as fund managing rege UNICEF as a technical
support agency; the District Assembly as implenmgntigency and Community Social Cash
Transfer Committees as facilitators of communityivéites. This structure is also replicated
in additional districts subsequently added to th@T Sprogramme. In the subsequent
description of organisation given here, most charetics apply to all districts included in
the SCT programme; however, specific examples &fyicefer to Mchinji district where the

author’s fieldwork was conducted.

The overall responsibility of the programme lieshivi the Department of Social Welfare in
the Ministry of Gender and Community Services. pagate Social Cash Transfer Unit within
the department and headed by a programme managspisnsible for daily management and
coordination of the Malawi social cash transfergpamnme, and also serves as a social cash
transfer secretariat for Malawi. Up to 2010, theTS&tivities have been managed on a
project basis but there are now plans to managsddled-up activities (2011-2015) as part of

ongoing activities of the ministry (Government oaldwi 2010i).
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Once in the district, a district secretariat heatdgdthe District Commissioner (DC) has
overall responsibility. The team varies from didtto district but comprises between four and
13 members, the most influential of whom are the Bi€ctor of finance, director of district
planning and development and district social welfafficer. The daily management and
coordination of the programme activities is donalyistrict Social Cash Transfer unit which
is responsible to the District Social Welfare OéficThe unit comprises a maximum of four
staff from the Department Of Social Welfare andhésaded by a desk officer. Chapter 3 has
discussed district committees established withie ftamework of the Malawi national
decentralization policy of 1998 to promote locattggpation in governance and development
management. Heads of district level government dieygats are members of the District
Executive Committee (DEC) headed by a districtdoeof planning and reporting to the DC
as the head of district assembly. With respechéosbcial cash transfer programme, the DEC
has a subcommittee, the District Social Cash Tean§fommittee (DSCTC) which is

responsible for appraising and approving the ligiatential scheme beneficiaries.

Once in a community, the coordination of the pragre is carried out by community social
cash transfer committees (CSCTCs), which are sulmyutees of village development
committee (VDCs). Chapter 4 has discussed thasdbel cash transfer scheme treats village
development committees (VDCs) as the relevant |lat@inain for targeting purposes.
Typically, a VDC in Mchinji has 400 households (Mrilet al.2008b, p.19) but officials state
that the SCT programme has maintained 800-1,408emlds per VDC to discourage the
mushrooming of villages that Malawi has experientcethe last ten years (Government of
Malawi 2010i) most probably to benefit from the Igeyation of uncoordinated transfer
programmes in the country, especially the ISP (§hga 2009).

In official guidelines for the election of CSCTGsymmunities are required to choose 12
CSCTC members (6 men and 6 women) who are trusiwoghergetic, able to read, write or

speak in English, and willing to work on voluntdrgsis, and should not be village heads. The
typical committee comprised a chairperson and eltarperson, secretary and vice-secretary,
treasurer and 7 committee members; but there ang waiations in practice as communities

seek representation of their interests. Therdtle loubt that some individuals manoeuvre to
become CSCTC members in order to benefit fromnbentives provided by the scheme (see
below). Village heads cannot be elected to the ci@es but, in reality, have been observed

to serve as CSCTC members, or have influencedi@beot some individuals into CSCTCs.
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There are speculations, difficult to verify, thastdct officials and members of CSCTCs
influence the selection process in order to pasitlttemselves to access resources associated
with the scheme (Milleet al.2008c, p. 37).

Since September 2007, a ‘volunteer allowance’ hesnbbuilt into the operation of the
Mchinji and other district SCTs in Malawi. This kmlved complaints from volunteers that the
time they gave up to selecting beneficiaries anliveling the cash transfer was entirely
unrewarded. CSCTC members receive bicycles, tsshmtl a monthly allowance. The latter
began in September 2007 at a level of MK500 pertmdater becoming MK835 per month
in April 2008 and (in Mchinji) MK1,250 per month May 2010. MK835 per day is also paid
when CSCTC members attend ‘external meetings’ okshmps outside or within their VDC,
unless the meetings are organized by themselvese(@ment of Malawi 2010i). It was
apparent during the fieldwork that some memberthefCSCTCs, especially chairpersons,
had effectively become ‘employees’ of the programimeeause they were observed to be
attending to SCT affairs on a daily basis morniagevening, thereby drawing the MK835
daily (in some days when they attended districtksbops), and raising some doubt about the

voluntarism of their posts.

Figure 6.2 illustrates the implementation arrangeief the Malawi social cash transfer
programme as observed during the fieldwork 200708an be noted in passing here that a
draft National Social Support (‘social protectiorPplicy that is coordinated by a social
protection unit in the Ministry of Economic Plangirand Development provides for
establishment of Social Protection Steering Coneait{(SPSC), and Social Protection
Technical Committee (SPTC) at national level, dissocial protection committee (DSPC) as
sub-committee of DEC at district level and commysibcial protection committees (CSPCs)
as sub-committees of VDCs at community level. Iiyeall existing transfer committees
(including social cash transfer committees and tirgorsidy committees) would become sub-
committees of these respective overall social ptmte committees. To date, however, these
social protection committees are still a concegialbise the government has not yet approved
the National Social Support Policy. Only the nasiblevel committees (SPSC and SPTC) are
functional. In most official documents, the socmdsh transfer committees and social
protection committees are used interchangeablysitgsome confusion in any discussion of

the emerging administrative structure.
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Figure 6.2: Institutional arrangement for Malawicid Cash Transfers
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6.2.2 The targeting process

The targeting process in SCT involves three magmuential stages, namely, selection of
districts, selection of communities and selectibmeneficiaries. A summary of these stages
Is provided in Figure 6.3. In this sequence, tHiage development committee (VDC) is the
relevant local domain for targeting purposes. Tierga by which VDCs within a district are
not clear, but ministry and district officials thaere consulted during the fieldwork claimed
that the VDCs in Mchinji were selected because @fepty levels and road accessibility

during rainy seasof®

The official guidelines describe the steps to biefeed the first time the programme is newly
introduced in a district, in terms of identifyingelecting and registering beneficiaries. The
first step requires the district to prepare a tistall villages and households from which
project sites are to be selected. The second steyves orientation and training of a core
district team to be involved in the implementatemd management of the programme. The
third step is to facilitate formation and trainiofjcommunity social cash transfer committees
(CSCTCs) (Government of Malawi 2007b). Once comiiesihave been identified, the
actual registration of the beneficiary househoklaonducted by the CSCTCs. Chapter 7
discusses what was observed during the field worRG07/08 in Mchinji district regarding

the process to select the membership of CSCTCs.

Once the CSCTCs are formed and trained, they addyr select beneficiaries, using pre-
designed forms to fill in details of potential b&orry households. The registration forms
(Form 1) that CSCTCs complete at village level aodnter-signed by head of household ask
for (1) listing of household members, (2) relatioipswith household head, (3) ages and date
of birth, (4) gender (M/F), (5) fit/unfit to work6) if unfit for work, reasons, (7) whether a
child is an orphan who lost one or both parentsy@ther in school (9) name of school and
class. There are also narrative questions seekatgiled explanation of socio-economic
situation of the household such as: (1) why the skbald requires social welfare
interventions; (2) sources of livelihood of thisusehold (3) types of assets owned (4) other
programmes the household benefit (5) whether thisdtmld has been affected by a chronic

disease especially AIDS and how.

® The accessibility issue also emerged during disons on which VDCs should be selected for this
research.
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Figure 6.3: Stages in the targeting and approvaigss
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The village level lists of potential beneficiari@orm 1s) are then discussed at CSCTC
meetings attended by extension workers and viltegpgeds and observed by district officials.

All names approved at the VDC level during the C88Tanking meetings are then written

down on a form (Form 2) in order of their rankingith the neediest being number one
priority deserving the social cash transfers. F&nhas ten columns, nine of which are
required to be completed by VDC (1) rank, (2) nashbousehold head (3) age of household
head; (4) gender of household head, (5) numberookéhold members, (6) number of

household members fit to work, (7) number of cl@idunder the age of 19, (8) number in
primary school, (9) number in secondary school.u@wl 10 is reserved for district Social

Cash Transfer Committee to indicate decision (apgmbejected) and the recommended
amount of cash transfer for the approved houseHdddore Form 2 is submitted to the

district, a community meeting is held to discussridnking.

The VDC list (Form 2) is then submitted to distriot approval by DSCTC at a meeting
attended by members of CSCTCs to argue for thamsmnded households. Rejected names
are transferred onto Form 3 (Application Forms Bej@ by DSCTC and Reasons for
Rejection) which has three columns (1) rank givegn GSCTC, (2) name of head of
Household and (3) specific reasons for rejectingliegtion and recommendations for follow
up. Approved names are transferred onto Form 4nfeay Order for Beneficiaries of the
Social Cash Transfer Scheme) in which the DSCTQesis the district director of finance to
pay the beneficiaries the monthly cash grants. Fbiiiisting approved names at VDC level)
has four columns (1) number - on the list and matsehold number; (2) name of beneficiary
and a deputy- in the event the main beneficiaryas able to receive the payment; (3)
beneficiary card number; (4) name of village angt(&nsfer amount (MK). The director of
finance then transfers the names onto Form 5 (PatyRreem to be signed by beneficiaries). It
has six columns — (1) number of household; (2) nahteneficiary and a deputy; (3) Identity
Card number; (4) received —MK, (5) signature — dipgint and (6) date. Forms 1-5 are the
most ‘important’ ones but the programme has alsoeethother forms; Form 6
(Recommendation for exclusion of some beneficidras the scheme), Form 7 (Information
from a CSCTCs on changes in the structure of a flogsmy household) and Form 8
(Information from a CSCTCs on the change of a regmtative).

The ways CSCTCs translate official guidelines irgoactice is inevitably somewhat

subjective. Table 6.3 presents the output of th€ TS vetting process at one of the VDCs in
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Mchinji to illustrate the actual beneficiary rangimprocess. It can be seen that household
ranked number one was assessed on the basis obfaskpport for school children and
prevalence of orphans; while an elderly headed dfmald with no known active labour was
ranked number six but it is hard to determine h@edy one household was from the other.
Nevertheless, official district statistics revelatt most beneficiaries of the programme are
households headed by females, the elderly andrehild@his does not on its own mean that

beneficiary households are worse off than non-heiaey households.

Table 6.3: Community ranking of households

Name of Age | Household | Number Social economic Rank
household head size fit to status
work

Luwiza Kang’'ombe 48 5 0 The head is a TB patient 2
and is caring for orphans

Mzamose Vaisoni 78 2 0 No decent house andno 5
fit member to work

Talasizio Liberito 46 9 2 They are caring for many 4
members

Maliyase Simioni 90 1 0 No fit member to work 6

Liviness Chavela 27 10 1 School children lack 1
help; caring for orphans

Sabina Filipo 33 5 1 Caring for an elderly 3
person and orphans

Source: Miller et al (2008b, p.49)

Table 6.4 compares characteristics of beneficiasied non-beneficiaries in the Mchinji
scheme from data collected and reported in the Michvaluation by Milleret al. (2008).
This reveals that cash beneficiary households wrgaficantly larger than non-beneficiary
households, and also a slightly greater numbehefcash beneficiary households cared for
orphans. On the other hand, more non-beneficiansdlmolds than beneficiary households
were headed by the elderly. Otherwise, theretis kvidence to suggest that cash beneficiary
households comprised more vulnerable persons caugarnon-beneficiary households. If
anything, cash beneficiary households comprisedgheh proportion of persons below the
age of 65 years, especially 19-64, while the namebeiary households had a comparatively
higher proportion of members above the age of @Bsyelhere is no significant difference in

the proportions of children below the age of 18rgemcluding orphans in the two groups.
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Table 6.4: Characteristics of beneficiary and nendiciary households in Mchinji

Demographic characteristics of households Cash Noncash | Evidence
(N1) (N2)

Characteristics of households (N1 = 374; N2 = 392)

Household size 4.5 3.5 ok

HHs caring for orphans (%) 53.2 43.8 *

HHs caring for chronically ill 20.1 24.7

HHs where at one member living with HIV/AIDS (%) 26. 3.8

HHs where members on ARVs (N1 = 19, N2 =15) (%) 682. 66.7

HHs keeping persons carers died of HIV/AIDS (%) 8.3 7.9
Children below age of 18 years (N1 =1056; N2 = 770)

Orphan lost mother (%) 9.7 11.2

Orphan lost father (%) 27.3 28.6

Orphan lost both parents (%) 22.8 20/5

Any orphanhood (%) 59.2 60.3

Non orphan (%) 40.5 39.5
Distribution of all persons (N1 = 1693; N2 = 1367)

Aged 18 years and less (%) 62.4 56(5

Aged 19-64 years (%) 18.0 16.0 rrk

Aged 65 years and above 12.9 2115 *

Female adults (%) 63.2 67.4
Distribution of heads of households (N1 = 367; N28¥)

Aged Less than 24 years 1.4 18

Aged 25-64 years 48.9 35.1 *x

Aged 65 years and above 49.[7 631 **

Mean age in years 63.2 67.4 rxk

*** n<0.01; ** p<0.05; * p<0.1
#Author’s estimation based on original results irfléfiet al cited below

Source: compiled from Mchinji evaluation resultsil{dt et al.2008a)

These results in Table 6.4 can be contrasted Wwélofficial data, shown in Table 6.10, which
suggests, for example, that 60.6 per cent of theefimary households in Mchinji were
headed by the elderly. During the author’s fieldkior Mchinji in 2007/08, an elderly person
in the district records for the case study commesitvere not actually persons above the age
of 65 but individuals who ‘looked like they weredetly’ and were most likely above the age
of 55 or 60. Similarly, households that were cl@sdias headed by children were not in
strictest sense headed by persons below the abt@ ydars, but included those up to the age
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of 25 years (many of whom were still in school).e$b age-related anomalies occur mostly

due to inconsistencies in the policy and legal frauork in Malawf*.

6.2.3 Programme funding and related financial aspects

As discussed earlier, the Global Fund has hitheeen the major funder of SCTs in Malawi,
through the National AIDS Commission (NAC). Once ttunds are with NAC, they are
transferred to district accounts following agreetiexlules. Subsequent transfers depend on
accounting of previous disbursements, and subnmssforeports. NAC is a major grant
manager to various district programme and actwitedated to HIV/AIDS and the SCTs are
only one of many grants the Commission handledufeaby a district to account for funds
relating to one programme or activity means thato#ther programmes that are funded
through NAC are affected. In fact NAC has so faerbearely implicated in cases where
beneficiaries have failed to receive their grarsd more serious problems have been

encountered in the resource flow from the Globadd=(Miller et al.2008b).

It is worth recognising that implementation of a@TSrepresents a step change in the size of
financial resources being handled at district lgwath important potential implications for
security and governance). In Mchinji district in08) for example, the SCT budget was
MK6.1 million (US$43,000) per month for the 2,806nkficiary households (MK5.7 million
actual cash transfers and MKO0.5 million, or 7.2 pent, operational costs). This MK6.1
million represented an annual budget of MK73.2 igmllin 2008, which was higher than the
2007/08 budget allocated to all other district leliee departments except health. In
particular, the monthly SCT budget dwarfed the Mghdistrict budget allocation of the
Ministry of Gender which has the overseeing roléhefscheme (see Table 6°5).

® Broadly, policy in Malawi describes persons agelb 18 years as children, persons aged 15 to 25
years as youth and persons aged 65 years and abdkie elderly. In principle, children, the elderly
and most youth in school or training are dependdntsreality, however, some children head
households because of orphanhood and other cHibédrabilities (OVCs). Legal age for marriage in
Malawi is 18 years but under-age marriages are czmamd not illegal. However, policy generally
recognises child headed households as those hbgd@WCs and ‘youth’ who are still in education
but not those in ‘child/ early marriages’. The elgeare assumed to have ‘retired’ from productive
economic engagements. In the past, most elderiipelepended on children for care and livelihoods.
Now, majority have become carers and providerssaaly for OVCs and the chronically ill. In the
study communities and in official district sociast transfer records, an elderly person was any
person over the age of 60 years while householalddueby the youth (though not in school) were also
treated as child headed households (Governmentaivii 1995, 2003Db).

® The monthly SCT budget for Mchinji had increasedMK20.84 million for 9,100 beneficiary
households by June 2010 (see Table 6.9), implyirenaual budget of MK250 million.
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Table 6.5: Approved Mchinji district budget in tA@07/08 National Budget

District sector Allocation (MK) Allocation (%)
Agriculture 17,538,771 5.9
Education 12,156,460 4.1
Health 231,377,856 77.6
General Resource Fund 14,331,269 4.8
Constituency Development Fund 18,000,000 6.0
Housing 926,941 0.3
Trade 1,100,000 0.4
Water 862,085 0.3
Gender 1,800,861 0.6
Total Assembly Allocation 298,094,243 100.0

Source: Government of Malawi (2007a)

6.3Emerging field experiences on the operations and tzomes of the scheme

This section draws on an evaluation of the Mchagjieme conducted from March 2007 to
May 2008 by Boston University (Drs Candace MillemdaKathryn Reichert) and the Centre
for Social Research of the University of Malawi (Miaxton Tsoka) with funding from the
US Agency for International Development (USAID) addIICEF. The evaluation had three
distinct phases covering targeting, operations angact. A number of findings and
recommendations emerged from the evaluation, aaddtus here is on aspects considered

most relevant for this thesis.

6.3.1 Uses of the cash grants

Social cash transfers are unconditional grants tlaisds regarded as a key positive feature of
them by human rights advocates (Freeland, 2007)thén April 2008 household survey
conducted for the Mchinji evaluation, 374 benefigihouseholds were asked how they spent
the cash grants that they had received in Marcl8.208ble 6.6 reproduces the data provided
by the evaluation but extends this in an attempegiimate overall expenditure proportions
that are suggested for the different types of edpere listed. The evaluation report lists
expenditure categories followed by the proportibhauseholds reporting expenditure on that
category, and the average spent per household. deltés has been used to infer the total
expenditure across all households on that categmy,the share of that category in overall
expenditure of the cash transfers. This is evigemttomewhat rough and ready exercise, but

it is broad orders of magnitude which are of insere
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Table 6.6: Major uses of the March 2008 cash graritse Mchinji scheme

Major items on which Miller (n = 374 HHs) Author calculations (n = 1004)

households spent their HHs Amt spent Obs. | Total spend Share (%)
March 2008 cash grants| (%) (MK) (n) (MK)
Food 92.5 903 346 312,393 49.3
Household items 54.7 486 205 99,425 15(7
Saving 39.8 596 149 88,716 14.0
School/education 27.8 470 104 48,86[7 77
Healthcare: medications 24.6 296 )% 27,233 4.3
Livestock 6.5 590 24 14,343 2.3
Labour 6.2 470 23 10,898 1.7
Agricultural inputs 5.2 515 19 10,016 1.6
Business or IGA 3.5 569 13 7,448 1.2
Transport 3.2 369 12 4,416 0.7
Housing 2.9 673 11 7,299 1.2
Beer & tobacco 1.1 45 4 185 0.03
Lending 0.5 950 2 1,777 0.3
Total 1004 633,016 100.0

Source: (Milleret al.2008a, 40); author’s own calculations.

In interpreting the data in Table 6.6, the timirfghee evaluation survey is critical. March has

a special place in Malawi’s food security calendangce it is the month immediately before

the next harvest. In March, all previous food ss¢&nd to be depleted, and vulnerable
households are ‘clinging on’ until the maize hatv@gins in or towards the end of the month
of April. March is not a month when expenditure \blhe made on agricultural inputs. These
circumstances are reflected in the table. The &rgi@gle item of expenditure from transfers

was food, and 92.5 per cent of recipient househagerted spending part of their transfers
on food (it is perhaps surprising that this figusenot 100 per cent, but there are always
anomalies in socio-economic data of this kind)s Italculated that just under half (49.3 per
cent) of the total transfer amount was spent o fop beneficiary households in that month.

Later, in Chapter 7, the author’s own fieldworkadigers a figure about half that proportion

(i.e. around 25 per cent), but that is based oeaepisits every 3 months, rather than a one
month spot check.

In general, Table 6.6 displays prudent use of dashsfers by beneficiaries, with some
interesting aspects. After food, other househokidoaeeds and saving are the next two most
important categories, the latter apparently indiigathat despite the extreme poverty of cash

transfer recipients a significant proportion of thé40 per cent) felt able to put cash to one
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side for future use rather than spend it on imntedi@cessities. An important consideration
here which is returned to with some force in Chapteis that after a year or more of
operation, cash transfer recipients are, in effectlonger the poorest of the poor since they
have had a steady cash income throughout the pefitdteir enrolment on the scheme (see
also discussion of SCT weaknesses in Section @dwvhpeEducation is the fourth most
important category of expenditure, but neverthetepsesents quite a small proportion of the
total at around 8 per cent. This is interestingegivthat a significant proportion of
beneficiaries are given school bonuses as pattiedf transfer, and the indication is perhaps
that these bonuses are treated just as part diotieehold cash flow, and not necessarily seen

as money that should be spent on children’s edutatneeds.

6.3.2 Programme outcomes on poverty and vulnerability redction

The Mchinji evaluation allows the outcomes and intpa@f the SCT to be assessed according
to three themes: (a) poverty reduction impactsofimes, assetgganyu participation, child
education and health); (b) food security and notriimpacts (meal frequency, amounts of
food and nutritional status of children); and (@rieultural impacts (access to inputs,
production and sales income). In the following gaaphs, these are examined in turn.

One aim of social cash transfers is to protectcthresumption of extremely poor people and,
possibly, lift households out of ultra-poverty. Theneficiary selection criteria try to ensure
that recipient households are those possessingothest income and assets. Table 6.7
provides data from the evaluation that comparefii@ary and non-beneficiary households
over a period of one year. The table contains figsli from the Mchinji evaluation,
supplemented by the author’s further analysis @nges that might have occurred between
the two groups. All the indicators presented in I[&ab.7 showed significant differences
between the beneficiary and non-beneficiary houskshm both periods at p=0.001; only
ownership of hoes in September 2007 were diffeagri=0.05. According to Milleet al,
(2008a) the asset status of cash beneficiary holdghad improved greatly; indeed, the only
asset cash beneficiary households might have owefmte the scheme were sickles, the rest

had been accumulated because of the scheme.

Analysis of the evaluation results show that theeste has had impacts on income and asset
ownership but the degree of success may not be gsifportrayed in the evaluation report.

Income indicators have changed significantly, buaneination of changes in proportions of
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households owning different assets reveals, overally a 2 per cent point difference between
cash and non-cash beneficiary households (15.Zqrdraverage for cash beneficiaries and
13.8 per cent average for non-beneficiaries). TWaduation results also do not indicate the
baseline situation at the start of the Mchinji sokein June 2006. In any case, the earlier
discussion has discussed that the schemes aranmifarly operating in deprived areas or

targeted at very destitute households as manyttebdlieve.

Table 6.7: Comparing changes in incomes and owifedslassets

Asset description Mchinji evaluation Author analysis
Sept 2007 April 2008 of changes (%)
Cash | Noncash| Cash | Noncash| Cash | Noncash
Number of observations 387 401 387 401
Proxy income indicators
Agric incomes (MK/year) 2000, 2000 4000 2000 100.0 00
Food expenditures (MK/mth) 460 645 3310 369 619.6 42.8
Asset ownership (% HHs)
Bicycle 134 1.6 13.0 2.6 -3.0 62.5
Chickens 63.4 10.1 71.0 10.83 120 20
Goats 45.2 1.6] 52.7 1.3 16.6 -18/8
Pigs 17.5 0.0 15.2 0.3 -13.1 30/0
Metal plates 91.0 56.0 64.1 96,5 -29/6 72.3
Hoes 92.0 84.0f 95.2 81.8 3.b -216
Metal pots 91.2 727 97.3 90.0 67 238
Pounding mortar 52.0 31.0 59.6 35/4 14.6 14.2
Axes 32.5 28.5| 51.9 19.0 59.7 -33/3
Pails, buckets 90.0 59.0 92.6 626 29 6.1
Sickles 26.0 17.0, 56.9 17.0 118)8 0.0
Mats 95.7 72.5| 955 79.2 -0.2 92
Overall average 15.7 13.8

Source: Milleret al. (2008a, pp.39-42) and author calculations

Social cash transfers in Malawi have demonstratgataved food security in terms of food
expenditures, fewer missed meals, fewer days witlamlequate food, and greater food
diversity. For example, between March 2007 and IA&808, beneficiary households had 1.2
days of ‘inadequate’ food in a month compared odays for non-beneficiaries. And 44 per
cent of beneficiary households were reported takiinge meals compared to only 8 per cent
of the non-beneficiary households. In March/Apri008, 88 per cent of beneficiary
households compared to only 57 per cent of nonflmeswey households had food stocks in

store. For those with food in store, stocks fop@t cent of the non-beneficiaries compared to
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68 per cent of beneficiary households would nat flagr weeks (Milleret al. 2008a). Table

6.8 summarises these food security impacts fronMitignji evaluation.

Table 6.8: Food security and nutrition impact irdices in the Mchinji scheme

Food security indicator Cash | Noncash| Evidence
(n=374) | (n=392)
Number of meals taken day before survey visit:
No meals 0.5 4.3 *
One meal 6.4 43.6 Frk
Two meals 47.9 44.4
Three meals 44.4 7.7 *rk
Four meals 0.8 0.0
Food types taken during one week period:
Cereals/grains 100.0 99.5
Roots/Tubers 58.3 32.9 el
Pulses 92.0 51.3 el
Vegetables 100.0 99.5
Meat/Fish 82.1 18.6 el
Dairy (Eggs/Milk) 44.9 4.6 rxk
Fruit 82.1 49.0 ok
Sugar 75.7 29.6 Frk
Cooking Oill 73.3 9.7 rk
Salt 96.8 93.6 *
Average number of food types (max-10) 8.1 4.9 *rK
Meals with meat, fish or chicken (days/week 2.1 3 0.
Time March/April 2008 food stocks would deplete:
Less than 1 week 22.2 48.2 *hk
1-4 weeks 32.9 45.6 o
1-2 months 13.7 13.5
3-6 months 125 5.4 *x
6 months 5.8 0.0 **

*** n<0.01; ** p<0.05; * p<0.1

Source: Milleret al (2008a, pp.35-38)

From the point of view of this thesis, the lackdifference in households taking two meals
per day requires special discussion. This resemacked households in three VDCs in the
Mchinji project site from January to September 2068luding observing the food situation
and conducting key informant interviews. The numiifemeals (ideally three meals per day)
and diversity of foods are important vulnerabibityd food security indicators (Dorwaed al.
2008), but the fieldwork for this research estdidis that most households typically ate two
meals (lunch and supper) m$ima(maize meal) with vegetables or legumes. Formedkfast

was rare because people were busy with farm wodkodimer activities. Nevertheless, some

180



households missed meals because of lack of foobtkwliatively better off households had
three meals, including meat-based meals and fobmealkfast of tea with bread on a more
regular basis. The pattern of meals in Table 6ficte this. The large differences in the
duration food stocks lasted may also require ektibmr. It is possible that calculations did
not account for differences in household calorigureements, a consideration which this

thesis reconsiders in Chapter 7.

The Mchinji evaluation also demonstrates the paénf an SCT to improve household and
child health. Fewer sicknesses among adults arldrehj and greater demand for healthcare
for children and adults and higher healthcare edperes were reported. For example, 73 per
cent of cash beneficiary households and only 7 qet of non-beneficiary households
reported improved health status over a one yeaongpeéetween March 2007 and April 2008.
In particular, nutritional status of under-five kclien had improved significantly (Millest al.
2008a, p.23-29). The graphs in Figures 6.4 (aiguglgest the better position of beneficiary
households compared to non-beneficiary househatthpugh the prevalence of child
malnutrition in both households is apparently high.

Figure 6.4: Nutritional status of children in MchiScheme in April 2008

Figure 6.4a: Wasting (weight for height)
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Figure 6.4b: Stunting (height for age)
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Figure 6.4c: Underweight (weight for age)
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Source: Data in Table 21 of Millet al. (2008a, p.29)

The evaluation also presented evidence supportinogeased demand for child education,
reflected in resulting in higher school enrolmdetyer absences and higher expenditure on
child education. The evaluation recorded a monsielyool expenditure difference of MK333
per child or MK1,049 per household between berefycand non-beneficiary households.
Between March 2007 and March/April 2008, 8.3 pemtaef children in cash beneficiary
households enrolled in school for first time congoato 3.4 per cent of children in non-
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beneficiary households. By March/April 2008, 96 pmant of children in beneficiary
households compared to 84 per cent of childreromlmeneficiary households were in school.
In March 2007, there were no significant differenae the number of days children were
absent from school (2.8 days for children in casheficiary households against 3.2 days for
children in non-beneficiary households) but by Mwafgpril 2008, children in cash
beneficiary households were absent 1.3 fewer deays their counterparts in non-beneficiary
households; at 1.1 days for children in cash berfi households against 2.4 days for
children in non-beneficiary households (Millet al. 2008a, p.30). Similar improvements in
school attendance in beneficiary households dwash transfers were recorded in a related
cash transfer scheme in Zomba in southern Malaair@t al.2009). But as observed earlier
(Table 6.6), the actual levels of expendituresi@anegiven the school bonus incentive that the
scheme provides.

6.3.3 Conclusions of the Mchinji evaluation findings

The evidence from the evaluation of the Mchinji stie summarised above suggests that
social cash transfers have a very considerabldiy@smpact on the lives of the beneficiary
households, both in the short term through immedfabd needs and in the longer term
through livelihoods investments (e.g. farm inputsl groductive assets). The evaluation
depended on an interval examination of a set okti@ary and non-beneficiary involving
surveys done in March 2007 and March-April 2008s Iprobable that by March 2007, early
recipients of cash transfers had already reapesidemrable benefits from participation in the
scheme, resulting in the data shown in Table 6.@relby the income and asset status of
beneficiaries was already considerably above thatoo-recipients of the cash transfer. In
Chapter 7, this overall finding is affirmed by thathor's own fieldwork research, with the
startling result that by 2008, cash transfer bersfy households were ahead of non-
beneficiaries in just about all indicators of Iiwwod security. However, the Mchinji
evaluation also raised some questions about sclogreetion, including the accuracy of

initial targeting, and these are taken up in Sadii® below.

6.4 Social cash transfer roll-out and future intentions

It is not entirely clear when the Malawi governmelecided to scale-up from the Mchinji
pilot SCT scheme to cover more districts; howehes happened at some stage between June
2007 and November 2008. The scheme was extendemhalft to six additional districts:

Chitipa and Likoma in the northern region; Salinmathe central region, and Machinga,
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Mangochi and Phalombe in the southern region (Saft@®07a, 2009). By March 2010, the
programme covered a total of 28,000 beneficiaryskbolds, representing 11.2 per cent of
those originally identified (by Schubert) as theatpoor labour constrained in Malawi. Table
6.9 shows the start dates of the district schemdgtee number of beneficiaries in June 2010.

Table 6.10 summarises characteristics of the baaefi households while Figure 6.5 shows

the geographical location of these pilot districts.

Table 6.9: Distribution of SCT, beneficiaries andnthly budgets

Programme Statistics, June 2010 District Statistics, June 2008

Name of :
Monthly Monthly | Operational

SCT Persons | HH
District Start date| HHs No. No Size* cash grants| grant per| cost (%)
' (MK) HH (MK)

Mchiniji Sept 2006 9,140 35182 3.8 18,280,000 2,000 14.0

Likoma June 2007 183 773 4.2 366,000 2,000 30.0

Machinga | Sept 2007 4,229 18,579 44 8,458,000 2,000 21.0

Salima Nov 2007 2,379 9,06% 3.8 4,758,000 2,000 25.0

Mangochi | June 2008 4,859 20,260 42 9,718,000| 2,000 25.0

Chitipa Sept 2008 4,208 10,602 25 8,416,000 2,000 24.0

Phalombe | Sept 2008 3,140 12,013 3.8 6,280,000 | 2,000 26.0
National 28,138 106,534 3.8 56,276,000 2,00( 23.6

Note: * Author calculation

Government of Malawi (2010i)

Table 6.10: Distribution of SCT households and pessas of June 2010

Headship of beneficiary HHs Persons in beneficiary households
Project Total | Elderly | Female| Child Total Children | Orphans| Elderly | Disabled
district (n) (%0) %) | (%) (n) (%0) (%0) (%0) (%0)
Mchiniji 9,140 60.6 64.7 1.2 35,18p 621 57.0 19.7 62
Likoma 183 71.0 77.9 0.( 778 506 47.7 21.0 6.5
Machinga 4,229 57.4 73.5 15 18,579 70.1 48.7 159 14
Salima 2,379 43.5 62.5 0.8 9,065 50.9 43.0 16.7 1.5
Mangochi 4,859 64.9 75.5 1B 20,260 715 50.7 170 17
Chitipa 4,208 52.0 46.% 0.8 10,602 56.7 32.3 23.4 8 12
Phalombe 3,140 45.% 54,3 18 12,0173 6p.0 31.9 147 1.4
Total 28,138 56.5 63.9 11 106,534 63.7 47.8 18.1 .02

Source: Government of Malawi (2010i)

184



Figure 6.5: Map of Malawi showing social cash tfanslistricts
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Source: Author editing of a map of Malawi showinGTSsites, accessed on 10/07/2009
from: www.socialcashtransfers-malawi.org
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As shown in Table 6.9, the budgetary cost of scafgdoverage in June 2010 was MK69.6
million per month, comprising MK56.3 million foransfer payments to 28,138 households, at
an estimated average payment of MK2,000 per mamith MK13.3 million for administrative
costs (23.6 per cent above the transfer value).|dther includes volunteer’s allowances, but
does not include staff salaries and other remuibasitmet directly by the line ministries
involved. A key emerging issue from the districtdgats (MK) and operational costs (%)
shown in Table 6.9 is the rising administrativetafdelivering the cash transfer programme.
It is recalled that in April 2008 when the Mchisgheme had 2,800 beneficiary households,
the operational cost was 7.2 per cent in a monhigget of MK6.1 million (US$43,000)
which comprised MK5.7 million for actual cash grargnsfers to the households and about
MKO.5 million for operational costs (Government iBlawi 2008e). This low operational
cost was one of the success highlights of the progre identified in the evaluation of the
Mchinji scheme. The jump by roughly three timestlie proportional cost of delivering
transfers is perhaps an indicator of what happehenwa pilot project moves from tight
monitoring and control by a sponsoring agency (UBFGn the case of the Mchinji scheme)
to general implementation by the apparatus of deaksed government.

While the Malawi government’s future stance on abaiash transfers remains rather
ambiguous (as manifested by the failure to dateadopt the Social Support Policy),
nevertheless there is at least one document inlatron that envisages roll out to all ultra-
poor households by 2015, representing the pooeespér cent of the population (Chinsinga
2009, Schubert 2009). This suggests a phased egparegginning initially with moving from
the current seven districts to ten districts by émel of 2011, and thereafter rolling out an
additional 6 districts every year until all 28 dists are covered with projected beneficiary
numbers at 295,768 households. If this occurss iestimated that a budget in excess of
US$55 million or 1.4 per cent of GDP would be regdievery year of the six years, as shown
in Table 6.11. Apart from the potential funderddd in Table 6.11, some donors have
expressed interest or will be approached to finapeeific operational costs of the planned
scaled-up programme: operational costs of US$28omi(European Union, Global Fund),
capacity development costs of US$5.5 million (Irigtd, Australian Aid, UNICEF),
information management systems costs of US$2 miiworld Bank), delivery mechanism
costs of US$6.6 million (DFID) and monitoring andakiation costs of US$4 million
(USAID) (Chinsinga 2009, pp.22-23).
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Table 6.11: Roll-out plan for the Malawi SCT progwae, 2010/11-2014/15

Financial | Number | Total Cost of cash Fund sources and contributions

year ~of HHs | grants US$)| Government| EU (10th EDF) | Global Fund

districts

2009/10 7 87,032 17,406,440 - - -
2010/11 10 105,09¢ 22,914,110 - - 15,000,000
2011/12 16 146,411 33,072,010 5,072,010 18,000/0000,000,000
2012/13 22 205,177 48,437,950 7,937,950 26,000,000 14,500,000
2013/14 28 295,768 59,153,660 9,553,660 31,900/00a7,700,000
2014/15 28 295,768 59,153,660 9,553,660 31,900/00a7,700,000
Total 295,768| 222,731,390 32,117,280 107,800,000 74,900,000

Source: Chinsinga (2009, p.22)

As noted earlier, the major programme funding ttedes been from the Global Fund, the
funding from which came to an end in 2009; howevespurces allocated to the social cash
transfer programme from the Global Fund contribuemded in October 2010. The Malawi
Government in the 2010/11 budget allocated MK5Qionilfor the SCT programm®. The
German Government has also provided US$20 millmnttiree years from 2010, and Irish
AID has shown some interest to fund the program@&avérnment of Malawi 2010i). It is
therefore most unclear whether predictable longntemding for the current and subsequent
expansion can in reality be secured. Already, Yolhg the end of the Global Fund
Commitment, payments to existing recipients havwenkscaled back, and some months have
been missed. Malawi's multi-million dollar (US$56Dion) funding proposal (covering
2011-16) to the Global Fund was rejected in 20XGHe second time (an earlier version was
rejected in 2009) apparently for being considereal ambitiou$’ Surprisingly, the latter
proposal does not contain the proposed US$74.@lscash transfer budget shown in Table
6.11 (Global Fund 2010).

It is evident that the budget for the roll-out pldepicted in Table 6.11 does not constitute a
funding commitment on the part of the governmeespite the document from which it is

taken supposedly having some official authentidigur years after the government approved
the pilot social cash transfer scheme and, theneadét in motion a scaling up process, it has

® This would barely cover the funding of SCT in Mghdistrict for one year, and contrasts with over
MK20 billion allocated to ISP in the 2009/10 budget

®7In fact, proposals for big countries such as Saditita with high rates of HIV prevalence had butige
US$200 million lower than Malawi’'s. The proposalsdaFund’'s decisions can be accessed at:
http://www.theglobalfund.org/en/fundingdecisiongegved/
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not made budgetary allocations to ensure predietaltlre funding for the programme. The
best the government has so far approved in thematibudget is funding for staff and
operations as part of on-going recurrent budgetséoministries and district assemblies. In
the 2009/10 budget, the government approved arat $€24.3 billion on social protection

(whatever that entailed) but this was reduced by®5cent to only MK1.4 billion in the

2010/11 national budget. In contrast, the ISP whgolst MK39 billion in 2008/09 was

allocated MK25 billion in 2009/10 and MK19.8 bilhioin 2010/11 national budget
(Government of Malawi 2010b, pp.28-29).

6.5Emerging strengths and weaknesses of social cashrsfers in Malawi

The results of the independent external evaluatiiothe Mchinji pilot scheme summarised
above demonstrate significant differences betweameficiary and non-beneficiary
households that point to better positions of bemeafy households in household and child
well being, including better incomes, food secyrgghool attendance and general health.
Although the degree of these improvements relatoveahe circumstances of beneficiary
households before scheme inception is difficultpto down definitively, the evidence is
sufficiently robust to provide powerful argumentsthose who are in favour of scaling up the
existing coverage to national level. The evaluatatso noted strengths in its implementation
efficiency, in terms of beneficiary targeting armsteffectiveness, these being comparable or
even surpassing similar schemes in the USA, Inddhlaatin America (Mexico or Brazil). In
terms of targeting, designers of the programme pseformance targets of 10 per cent
inclusion error and 20 per cent exclusion errothédligh the final outcomes were 22 per cent
inclusion error and 38 per cent exclusion erroestherrors were still lower or within the
known range of ‘international’ errors (Milleet al. 2008c). Internationally, inclusion errors
have been found to vary widely from 28 per cenEtuador to 99 per cent in Cambodia
(Fiszbeinet al.2009, p.74).

In addition an apparently notable achievement efNfalawi social cash transfer programme
at the time of the evaluation in 2007-08 was imtof the costs of delivering the social cash
grant. The administrative costs of the Mchinji pieere below 14 per cent of total benefit
payments, compared to a target of 15 per cent @e imoother countries or in other schemes
in Malawi (for example, the ISP, discussed in Cha@). The evaluation found that

irregularities in the accounting system of the Mgihprogramme was in the scale of 0.3 per

cent of total programme expenditures compared toic@s where irregularities (fraud, error,
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corruption) account for 32 per cent of programmpesexiitures in India or in the USA where

overpayments (fraud) accounts for 4 per cent ofjanmme costs (Milleet al.2008b).

The Malawi SCT also, however, reveals certain weakas of this approach to tackling
vulnerability, and it is important to bring thesethe surface since these help to weigh in the
balance the arguments for and against differentswayreducing the incidence of chronic
vulnerability to hunger in the country. Some of dbenveaknesses are general to the cash
transfer approach, while others may be more to illo the practical implementation of cash

transfers in Malawi. The weaknesses examined shabction include:

(1) the problem of small economic and social differenoeaning that a cash transfer
unduly favours one particular set of the rural posssentially placing them in a

privileged position compared to other almost equddiprived ultra poor people;

(2) the problem of the fixed proportional cap on bemafy numbers, from national to
district, sub-district and community levels (theritper cent’ rule), relative to varying

ultra poverty levels in different locations;

(3) the problem of targeting errors within existingidesi.e. how to avoid ‘elite capture’

and other problems in the selection of beneficgrie

(4) the problem of rising operational costs with saalup, already shown by the costs
associated with expansion to other districts in adal and caused by incentive
problems in the amount of time that has to be dmldb running a scaled up

programme;

(5) the problem of the real value of cash transfersnwthey remain the same in nominal
value despite seasonal or long term changes irptiices of staple foods and basic

needs (and exemplified by the rising price of mamzklalawi in 2007 and 2008)

6.5.1 Income distribution effects of a cash transfer

Taking each of these in turn, the first is concdrméth the income distribution implications

of a cash transfer, taking place in circumstandesre/over 50 per cent of the rural population
are classified as poor, and where very small diffees in per capita consumption distinguish
successive consumption deciles up to about thha dietile. This problem was already raised
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in a preliminary way in Chapter 1 of this thesisddigure 1.1 shows the shallow slope of the
lower 60 per cent rural income distribution. Intfaas discussed in Ellis (2011), for rural
Malawi on average just MK195.60 (US$ 1.80 at US81:0VIK108.9, according to Ellis) per
month separates the per capita consumption rurfnamg the first to the sixth consumption
decile. In this context, a cash transfer of MK6@ing up to MK1,800 (and more with school
bonuses) inevitably alters the rural income distitn in favour of beneficiaries over non-
beneficiaries. The degree to which it does thisedes on household size and demography, as
well as the quantity of school bonuses received.

Figure 6.6: Income Distribution Implications of \yarg Levels of Cash Transfers
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The problem of income distribution is illustratedaghically by Ellis (2011) as shown in
Figure 6.6, where different amounts of cash tranpt person are shown to propel their
recipients up the income distribution. Ellis delkes this problem as one of ‘leapfrogging’
beneficiaries up the income distribution. It is wnfant not to mistake the argument that is
being made here. It is inevitable of course thatwaalfare transfer to a poor person is going
to improve their income position relative to otlpeople in society (holding everything else
the same). In economic terms, this would not beasan not to make the transfer. In societies
where the poorest and most underprivileged havswuption levels that are deeply below
the majority of the population who are in work agoying sufficient lifestyles, the effect of
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a welfare transfer is typically just to bring thegpest up to the ‘floor’ experienced by other
people. However, in a country like Malawi thesewemstances do not apply; the majority of
rural people are very, very poor and therefore Hanetransfer has the potential literally to
propel the recipients into a lifestyle position ttha above that enjoyed by a substantial

proportion of their fellow citizens.

In the Malawi case, this problem can be demonstrayereference to the actual effects of the
cash transfers in the Mchinji pilot scheme, rekatio the average per capita consumption in
the bottom five deciles as shown by IHS2 (see Téd&). For example, the mean per capita
consumption in the first decile is MK726 and forome-person household the per capita
transfer is MK600, giving a total per capita incomigh the transfer of MK1,326 per month.
This essentially elevates that person to somewbengeen the third and fourth deciles of the
existing income distributiof® Other similar jumps in income status can be ieférby the
table. It is also worth bearing in mind that retap steady cash income places its recipient
(in Malawi rural terms) in quite different circunasices with respect to livelihood risk.
Whereas in general all livelihood components alges to risk (crop failure, weak markets,
failure to findganyuetc.), a cash transfer all but eliminates this llefeisk for its recipients.
There is also a cumulative effect, in part set iotion by this significant reduction in risk:
recipients can invest in agricultural inputs andess in the knowledge that their basic food
security is still secured by the cash transfer.

Table 6.12: lllustrating ‘leap-frogging’ effects sbcial cash transfers in Malawi

IHS2 Per capita Decile plus cash transfer grant per person perimont
Igcqme income PET | 1 person HH 2 person HH| 3 person HH)| 4 person HH
eciles| month (MK) 600 500 467 450
1 1,326 1,226 o 1,193 1,176
o | 1.020¢ R L 520 | 487 1470
3 1,849 1,749 1,716 1,699
4 2,078 1,978 1,945 1,928
5

Source: drawing on data in Table 1.2 in Chapter 1

% In Ellis (2011) these effects are examined magerdusly by tracing exactly the shifts in housekold
position in the rural income distribution that wabwccur if the Mchinji level of transfers were eall
out nationally.

% |HS2 decile means in Table 1.2 but (in Table 64djusted for inflation of 31.5 per cent between
2004-05 and 2006-07 to reflect cost of living chesiguring the first year of implementation of the
Mchinji social cash transfer scheme.
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6.5.2 The fixed proportional cap on beneficiary numbers

Earlier in this chapter, a question mark was plam@tterning the accuracy of the calculation
whereby Schubert and Huijbregts (2006) derivedrth@iper cent household proportion that
would act as the uniform cut off point for benedigi numbers in the design of a Malawi
social cash transfer. It is recalled that the IHi&2 an individual poverty rate at 52 per cent
equivalent to a household poverty rate of 44 peait ¢dhis is because poorer people tend to
have larger households). Yet the calculation of 1Beper cent proportion of households
occurs in a context of 52 per cent of populatiomépgoor (Figure 6.1 above). In fact, a re-
run of the ‘ultra-poor labour constrained’ numbersIHS2 verifies this mistake since the
criteria for defining this category of the poputatiyields a proportion of 6.75 per cent of
Malawi households that can be classified as ultra-abour constrained, containing 9.64 per

cent of the Malawi population (Ellis and Marche2@09).

The accuracy of the 10 per cent proportion is, hareperhaps not the main issue. More
important is whether a uniform cap on beneficianynibers (at whatever fixed proportion) can
accurately represent locational variations in pgveind extreme poverty. Table 4.1 in
Chapter 4 has provided comparative data, by regod district, for three different
proportional measures of poverty in Malawi: povenijtra poverty, and ultra poor labour
constrained. There is significant variation in theidence of poverty (and vulnerability, see
Table 6.1) in different places across the counthys variation becomes more pronounced at
lower levels of geographical aggregation, as welbg moving from the poor, to the ultra
poor and the ‘ultra poor labour constrained’ poygmtoportions. For example, ultra-poverty
varies between 16.2 per cent and 31.5 per ceheaegional level between rural Central and
rural Southern; while at the district level it \@sibetween 4.8 per cent (Dowa) and 44.3 per
cent (Nsanje). Meanwhile, the ‘ultra poor labounstwained’ varies between 2.9 per cent
(Dowa) and 22.8 per cent (Nsanje).

The data provided earlier in the last column of [€ab.1 in Chapter 4 are poverty ratios
conventionally expressed using individual weigimsother words they are proportions of the
population that are classified as poor or ultrarpoo ‘ultra poor labour constrained’. As
discussed earlier, household shares differ fronujadipon shares, because average household
size differs across the income ranges. Figure fViges a graphical illustration of how the
share of ‘ultra poor labour constrained’ househoialses across rural districts in Malawi. It

also shows which districts are above the countrgvaiderage proportion of 6.75 per cent, and
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which districts are below this proportion. On a $elwld basis, the lowest and highest
proportions are 1.9 per cent (Dowa) and 15.4 pet (dsanje). Allowing for a band of one

percentage point either side of the 6.75 per centlmark (i.e. 5.75 to 7.75 per cent), there
are 10 districts with ultra poor labour constraimatios above this band, and 8 districts below
the band, out of the 26 rural districts in total other words, at district level, the imposition of

a guideline proportion of households based on #t®mal average would result in inaccurate

beneficiary selection in 70 per cent of Malawi’stdicts.

Figure 6.7: Proportion of Ultra poor Labour Consteal Households by District
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Source: Ellis and Marchetta (2009, p.10).

Figure 6.7 also illustrates the impact of adoptng0 per cent household eligibility guideline
as has been the practice so far in SCTs in MalawliO per cent guideline would reach the
great majority of potential cash transfer benefiem that fulfil the ultra-poor labour

constrained criteria. However, it excludes somepprion of eligible households in four

districts, and includes many not quite so sevedelprived households in other districts. In
short, because of wide variation across distriatsd (probably also within districts) in the

incidence of severe deprivation, a guideline proporestablished for the country as a whole
results in inaccurate targeting, with a high prexak of local inclusion or exclusion errors
relative to the underlying scale of the deprivagomablem in different places. The evaluation
of the Mchinji social cash transfer pilot was @dli of setting a fixed guideline for these
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reasons (Milleret al.2008c), and Dr Schubert as the chief originatdhefapproach seems to

have conceded that the proportion should perhajflexible across districts (Schubert 2009).

6.5.3 Targeting errors within existing design

A major challenge confronted by any poverty tardetash transfer is achieving accuracy in
the identification of intended beneficiaries (Edsal. 2009, Ch.3, Milleret al. 2010). Ideas
about how to do this effectively have evolved otlex past ten years, and much has been
learnt from the implementation of pilot schemedgidity, there was a tendency to rely on key
informants in communities to identify the most degd households, but then it was found
that the key informants (typically leaders or chjdfad a tendency to fill beneficiary lists with
their own relatives and friends (an eventualityeredd to as ‘elite capture’). The effort then
switched to community-based targeting, usually imwg the setting up of a representative
community welfare committee (the Community Sociaksi Transfer Committees described
above for Mchinji district is just this type of conittee). This does not avoid elite capture or
other diversionary outcomes altogether, since Isaa@y still influence the composition and
decision making of such committees and committeenbegs may themselves make side
deals with would-be beneficiaries in order to fhen on the list. It could be said with some
justification that targeting accuracy is a seripagential flaw in the very notion of poverty
targeting, in low income country settings such aaldWi where means-testing is not a
realistic option (Milleret al.2008c, Milleret al.2010)"°

The evaluation discussed in Section 6.3 above egpce some doubts about targeting
accuracy in the Mchinji scheme. In Table 6.13 gatavided by the evaluation is used either
directly (dependency ratio) or indirectly (ultraveoty rates) to examine how cash beneficiary
households compare to non-cash beneficiary househ@/ith respect to dependency ratio,

the evaluation found that a dependency ratio graatn three (a critical criterion for the

selection of beneficiaries) applied to 66.6 pert @érihe beneficiary sample, as against 26 per
cent of the non-beneficiary sample. These propostgum together what is stated in the table
as incalculable dependency ratio (where there igbie-bodied adult in the household, and
therefore no denominator in the dependency ralicutzion) and a dependency ratio greater

than three. This shows certainly that the dependeat® criterion had an important influence

©This also helps explain the preference of the WBdnk for self-targeted public works programmes,
as well as the arguments of other social protegtiotagonists in favour of categorical targetingcts
as social pensions) where a single unambiguousioritdetermines eligibility.
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on beneficiary selection, but nevertheless als@alsvthat a third of beneficiaries did not

conform to that selection criterion.

Table 6.13: Comparing ultra-poverty and labour t@msed HHs in Mchinji Scheme (%)

Programme targeting criteria AllHHs | Cash | Noncash | Evidence
(n=639) | (n=84) | (n=555)
Household size 5.1 4.6 5.2 *
DR with broad illness/disability 19-64 (% HH):
DR incalculable — no worker 16.2 46.4 10.0 *hx
DR greater than 3.0 10.7 20.2 16.0
Ultra poverty (% HH):
All ultra-poor households 33.2 26.6 34.2
Ultra poor but not labour constrained HHs 22.4 98 243
Ultra poor and labour constrained HHs 10.8 16.7 9.9

Note: ultra-poverty figures for cash beneficiapubeholds are author re-calculations and not tested
statistically.

Source: Miller,et al, (2008c, pp. 20 & 34, Milleet al.2010)

On the ultra-poverty measure (Table 6.13), morecash than cash beneficiaries were found
to be ultra-poor, and the proportion of beneficibouseholds defined as ultra-poor (26.6 per
cent) seems low given that ultra-poverty was tlatisig principle of social cash transfer
design. In this case, the evaluation updated tH&2IHItra-poverty line to MK15,265 per
person per year in 2008 prices, and the proportietete to households the per capita
expenditure of which fall below this level. Of tl26.6 per cent of the beneficiary sample
found to be ultra-poor, about one third were ndtola constrained (using again the
dependency ratio criterion) and two thirds wereolabconstrained. The direction of these
proportions is appropriate relative to non-benefieis. A mixed picture emerges, in which,
yes, a degree of success was achieved in Mchingomplying with targeting criteria;
however, this was also by no means perfect witbast (and possibly more than) one third of
beneficiaries not really complying with fundamentaiteria for inclusion in the scheme.
However, there is also the problem identified earlhat by the time of the evaluation, cash
transfer beneficiaries had already improved thigauenstances as a result of being in receipt

of transfers for over a year, so the true pictaneally rather muddled.

In an evaluation of the Machinga district SCT, Seast al. (2008) found that beneficiaries

were scattered across the per capita expenditsirgbdition, and no systematic pattern in their
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selection could be discerned. When aggregated diocpto the dependency ratio and ultra-
poverty criteria, only half of the cash benefickrimet the dependency ratio criterion and less
than 25 per cent qualified as ultra-poor (Seam@al. 2008, p.20). While this finding was
publicly disputed by the Malawi government (RHVPO8Y, it has contributed to a sense of
unease in social protection discussion in Malagarding the ability to maintain acceptable

levels of targeting accuracy in the event of futsraling up of the SCT programme.

6.5.4 The problem of containing administrative costs

Reference has already been made to the problemorfoding the administrative costs of
implementing social cash transfers in Malawi, as 3CT programme expands to cover more
districts. In particular, it was noted that progetfuture operational costs of the programme at
its current level of coverage are set at arounge&t3cent; while in its early years the Mchinji
scheme reported administrative costs of only 7.2qgeat. In fact, the 7.2 per cent figure
seems to have represented more an effort on theoptre district administration to comply
with the strictures of the original project docurn@mwhich set 8 per cent as the maximum
allowable administrative share of the project bupgfean a realistic accounting of scheme
costs. The Mchinji evaluation examined administat@xpenditures on a monthly basis for
the operation of the Mchinji scheme from Septenii¥)6 to January 2008 (Table 6.14) and
found that the true level of such expendituresesgnted about 14 per cent of the total grant

rather than the 8 per cent stipulated in projecudeents.

Operational costs are a very real issue for anredguh social cash transfer programme. It is
widely acknowledged in Malawi that they have tendethe past to be inordinately high in
public works programmes managed by MASAF (40 pert @nd upwards above transfer
value)/* and as discussed in Chapter 5, they are highfalsbe ISP. Some countries report
operational costs as low as 5 per cent for deligedategorical transfers like pensions; so
projected costs approaching 25 per cent for a baash transfer begin to seem quite
excessive. Of course the more that a given budgaisorbed in administrative overheads and
delivery costs, the less is available for intenbedeficiaries, both in terms of coverage (the

number of beneficiaries) and the amount of thestierto them.

"> See, for example, Chirwa (2007)
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Table 6.14: Distribution of Mchinji scheme expendés, as percentage of total costs

Month/year | Targeting| Administrative| M & E | Overhead Total Transfer
changes operations grant
Sept 2006 26 0 0 11 39 61
Oct 2006 34 0 0 4 41 59
Nov 2006 16 1 0 6 26 74
Dec 2006 10 0 1 5 17 83
Jan 2007 7 0 0 5 18 82
Feb 2007 7 0 0 3 13 87
Mar 2007 0 0 0 0 1 99
Apr 2007 0 0 0 0 1 99
May 2007 0 0 0 0 1 99
Jun 2007 2 1 0 2 6 94
Oct 2007 0 1 0 1 8 92
Nov 2007 0 0 0 2 4 96
Dec 2007 0 0 0 0 4 96
Jan 2008 0 1 0 2 9 91
Overall 8 0 0 3 14 86
Planned 3 1 1 3 8 92
Note:

(a) Reports were missing for July, August and Septeraber

(b) Costs of delivering the actual cash grants per marg not included in the operational costs.
They include transport, security charges, fuel etc.

(c) Planned costs are from the original proposal agdriame.

Source: Milleret al.,(2008b, p.13)

6.5.5 Purchasing power of nominal cash transfers

The final potential weakness of social cash trassfeonsidered here is that of their
purchasing power in the context of food price in#ity or longer run food price inflation. In
general, cash transfers are predicated on a rdalgastable food price environment and low
inflation. While, the potential to undertake an aalnreview of their purchasing power is
evidently there, governments cannot be relied tooacsuch information, especially if such
action is discretionary rather than mandated in [Blee Mchinji scheme (and its extension to
six additional districts) has had the same nonmlma| of transfers since scheme inception in
September 2006. This works out at roughly MK2,080hmusehold per month, and this is the
figure that appears in all planning documents eelaio SCTs in Malawi (see Table 6.9

above).
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A useful starting point for examining the evolvipgrchasing power of the social transfer in
the case of the Mchinji scheme is to establishcb®mand over maize that it represented
soon after it was launched. This is done in Table Gor November 2006. The table has
columns for the monthly transfer according to hbwée size, and shows the quantity of
maize that the entire transfer could purchase gihenprice of maize in Mchinji in that
month. In addition, the table shows the daily maiegquirement per individual in the
household (based on nutritional data provided iapgér 4, Table 4.20), the monthly maize
requirement, and the degree to which the cashfaais November 2006 could satisfy this
requirement. The table in fact demonstrates theemgaity of the levels of cash transfer
originally decided. The transfer was very substdiytimore than sufficient to purchase
individual and household maize requirements, thgreke of this implicit ‘surplus’ varying
from 55 per cent for a one person household toet@ent for a 4 person household.

Table 6.15: lllustrating effects on cash transtangs on different households

Household size 1 person| 2 person | 3 person | 4 person
Monthly cash grant (MK) 600.00| 1,000.00 1,400.00 800,00
Daily maize requirements (kg) 0.43 0.86 1.29 1.72
Maize Nov 2006 grant could buy (Kg) 29.0 48.0 67,0 86.0
Nov 2006 maize requirements (kg) 12.9 25.8 38[7 6 51.
Maize surplus (Kgs) 16.1 22.2 28.3 34.4
Maize surplus as % of maize bought 55.11 462 42.3 0.24

Source: Author calculations based on November 20€1@inji maize prices in the text above.

Having established this baseline, the maize pumncbgsower of the transfer is examined on a
guarterly basis from the final quarter of 2006he second quarter of 2010 in Table 6.16. This
gives the quarterly average maize price for Mchilngtrict (MoAFS official price data), the
average quantity of maize that could be boughthat price, and the variations in maize
sufficiency that would apply to households of diffiet sizes, obtaining different levels of
cash transfer under the scheme. This reveals thatgd2007, when there was an unusually
deep seasonal fall in prices post-harvest, houdstaflevery size gained, and all cash transfer
beneficiaries would have found themselves not alle to afford sufficient maize for their

daily requirements throughout the year, but wousb dave had money available for other
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basic needs and discretionary expendit{fétowever, from late 2007, the retail maize price
in Mchinji began to rise, and in nominal terms résen MK18.24 kg in the third quarter of
2007 to MK59.64 in the first quarter 2009 (a nonhinge of 227 per cent). This tipped the
maize purchasing power balance of cash transfesdimlds steeply into negative territory, at
worst causing a 4-person beneficiary householdet@lide to afford only a quarter of their
monthly maize requirement (deficit of 76.7 per cehiown in the table). In general,
households would have been in this negative teyri@vel of transfer unable to meet fully
maize consumption needs) for the period from mi@& mid-2009, with lingering effects
thereafter on bigger households until 2010. Itngyan the last quarter shown in the table,
that the maize price drops to a level where, oryana the transfer is more than enough to
purchase all the households maize consumption n&éds progression is illustrated for the

‘average’ column given in Table 6.16 in Figure BeBow.

Table 6.16: Food security effectiveness of cagfstea grants 2006-2010

Year | Quarter | Mz price | Avge mz Household maize surplus or deficit (%)
(MK/kg) | buy (Kgs) | 1 Persor| 2 Persor| 3 person 4 Persor| Average
2006 | Oct-Dec 22.38 53.9 51.0 41.3 37.1 34.8 41,0
2007 | Jan-Mar 22.29 54.1 52.1 42 .5 38.4 36]1 42.3
Apr-June 17.52 68.6 61.9 54.3 51.1 49.2 541
Jul-Sep 18.24 66.1 60.0 51.9 48.5 46.6 51.8
Oct--Dec 23.33 51.7 48.7 38.5 34.1 31.7 38.2
2008 | Jan-Mar 29.03 41.7 36.9 24.3 18.9 15,9 24.0
Apr-June 34.73 35.9 24.7 9.6 3.1 -0.4 9.2
Jul-Sep 55.79 21.6 -22.6 -47.2 -57.7 -63.b -47)7
Oct--Dec 53.24 22.6 -17.0 -40.4 -50.4 -56.0 -41.0
2009 | Jan-Mar 59.64 20.2 -32.5 -59.0 -70.4 =767 .6-59
Apr-June 47.56 25.3 -3.3 -24.0 -32.9 -37.8 -24.5
Jul-Sep 36.55 33.0 19.7 3.7 -3.2 -7.( 3.3
Oct--Dec 41.66 28.9 9.0 -9.3 -17.0 -21.4 9.y
2010 | Jan-Mar 43.80 27.9 6.5 -12.2 -20.2 =247 -12(7
Apr-June 24.52 49.1 48.3 38.0 33.6 31.1 377
Average 35.77 39.7 21.9 6.3 -0.3 -4.1 6.0

Source: Compiled as explained in the text and Wahg principles in Table 6.15

2 For the purpose of this exercise, beneficiary Bbakls’ own maize production is ignored and they ar
treated as pure consumers. To the extent thatghsfy a proportion of their maize requirements
from own cultivation, their net food security pdmit is better in all time periods than is suggested
this table.
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Figure 6.8: Trends in cash grant-maize availabditg household requirements
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Aside from demonstrating the potential flaw of sh@ash transfers of a given nominal value
in relation to food price instability or inflatiorifable 6.16 reveals some features of the
Mchinji scheme that were neglected in its evalugtend have been barely remarked upon in
the literature. It seems clear that the originahsfer levels determined for the Mchinji pilot

were excessively generous, implying a higher cost less coverage of the scheme than
would have been possible with lower payments. Adterthe purpose of an SCT is to secure
the basic minimum calorie requirement of a desitut near destitute household. Table 6.16
shows that in the first 18 months of scheme opamathe transfer level allowed consumption
well in excess of this minimum, and that this peed again, four years later in mid-2010.

This explains findings that recur in this thesispgcially in Chapter 7) that the SCT has
enabled beneficiary households to outstrip th@d\donditions of poor non-beneficiaries, and
this also connects to the preceding point aboutittteme distribution effects of cash

transfers.

6.6 Summary

This chapter has examined in detail the experisockar in Malawi of implementing poverty
targeted social cash transfers. These are welfanefers directed at the weakest members of

society, and they are unconditional. Their primairy is to ensure the basic food security of
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families that for a variety of reasons are thoughbe unable to secure a sufficient livelihood
to fend for themselves even in ‘normal circumstahces far as food production and
availability is concerned. The chapter providesetaited account of the Mchinji pilot SCT
scheme, a summary of the key findings of an evanatf that scheme, the experience of
expanding the scheme to additional districts, anéxamination of strengths and weaknesses
of SCTs in Malawi.

Available evidence suggests that social cash teamdhave a very considerable positive
impact on the lives of families who are fortunat®egh to be selected to receive them. Not
only is the food security of beneficiary househaddbieved, but cash transfer recipients are
also observed to purchase farm inputs and invesssets. In this it is not just the level of the
transfer that is important, but also its securisyaacontinuous monthly payment. It is well

known that risk pervades the livelihoods of the rpimorural areas of a country like Malawi,

and the cash transfer significantly reduces livaih risk. Moreover, the presence of transfers
quite quickly changes the demographic structurethef household, so that households
formerly comprising only vulnerable people unaldentork (due to old age, chronic iliness,

disability, or youth) are able to take in able-matiadults who can take up farm work. More

evidence of these positive effects is provided a@er 7.

These strengths of social cash transfers also, yeweoint to an important and often
neglected danger. In rural areas of a country Madawi, very little separates the material
standards of living of households in the bottonf bathe per capita expenditure distribution,
and amongst, say, the bottom three deciles wetldierences become minuscule. Therefore
the advent of a social cash transfer for just sofrt@is population quite easily elevates their
livelihood circumstances above those of similadlgcpd families in the same communities,
with a risk of provoking social divisiveness. Tipiocess has been referred to as cash benefits
‘leapfrogging’ their recipients up the income distition. The continuity of payments to the
same recipients also makes this a cumulative pspceisice the cash transfers enable
households also to engage in, or expand, agriallfunoduction, use inputs, obtain better

access to medical facilities, and send their céiideliably to school.

The chapter has also identified other aspects ofakgcash transfers that require cautious
assessment about this approach as a way forwatddkiing vulnerability in a country like
Malawi. A serious flaw of Schubert’s ten per canleris shown to be significant variations in

the ‘ultra-poor labour constrained’ across différatstricts in Malawi, implying that
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adherence to the rule over selects such houselldeme districts (inclusion error) and
under selects them in other districts (exclusionrgrThe question arises whether these errors
are acceptable as a trade off for the organisdtisinaplicity of a single cut off point. In
practice, targeting errors are thought to be duigg, even without this problem, due to the
almost insuperable difficulty of preventing peoplepositions of power and authority from
biasing beneficiary lists in favour of their owneinds and relatives. A further problem is the
difficulty of keeping costs of delivery in checks axpansion of a cash transfer scheme occurs
the stakes get higher in terms of motivating lagfficials to carry out the considerable extra
workload in managing the transfers, and the tenguidb use scheme resources for personal
gain. Finally, as mentioned already in previousptéis, the value of a cash transfer to its
beneficiaries is only as strong as its purchasmggr over food and basic needs, and this can
be eroded quickly in the event of undue seasone mpikes or longer term inflation in the

price of the staple food.
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Chapter 7: Findings of the Mchinji Fieldwork Reseaich

7.1 Introduction

The immediately preceding chapters have discussethdependent policy initiatives the
transfer to poor and vulnerable rural householdglatawi of agricultural input subsidies and
social cash transfers. In order to support the redaxy data of this thesis, the researcher
conducted a limited fieldwork exercise in order gain a more definite feel for critical
strengths and weaknesses of the two programmes thiegroperate independently yet side
by side within the same communities. The restrictearacter of this exercise is discussed in
the methodology chapter (Chapter 4). Mchinji wakeded as the district within which to
conduct fieldwork due to the presence there ofctsh transfer scheme since 2006, meaning
that the scheme was well established at the tield frisits were conducted in 2007-08.
Mchinji also of course has experienced the implaaten of the ISP since its introduction in
2005/06, thereby permitting comparison of the waogkiof the two programmes in the
fieldwork. Specifically, the intention of the fielark was to shed additional light on the

following questions, with special attention to theddle question on food security:

(1) How does beneficiary selection for the cash trangeheme and ISP coupon

distribution work in practice at district, sub-dist and community levels?

(2) How do cash transfers combine with other dimensioh$&iousehold food security
across the seasonal cycle (maize harvests, maizksstother cash income sources,
maize prices) to provide a certain level of foodusgy for scheme participants, and
how does this compare to the food security pattefm®n-transfer recipients?

(3) With respect to coupon recipients, how precisely tiiey deploy them, and to what
effect in terms of seeds selected for cultivatemmd fertilizer use on different crops? is
there evidence of farmers selling coupons or feetis, and how does this manifest
itself in a sample of households? What other fac{euch as membership of farmer’s

clubs) have a bearing on coupon use by farmers?

The chapter proceeds as follows. The next sectiamaes the district level management of
the SCT and ISP programmes, and the way benefis@egtion procedures for both schemes
work out at community level. This is followed, ihet third section, by an overview of

demographic and other social characteristics ohthesehold sample, distinguished between
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cash recipients and non-recipients in the ovemthe of 90 households in three villages.
The fourth section examines food security in theda in considerable detail including the
calorie needs of households according to their dgaphic structure, the contribution of
maize to these needs, the ability of cash transfiedsother cash income sources to contribute
to food security, the purchasing power of cashstiens as maize prices change, and the food
security duration of maize harvests obtained in 2868 harvest season. The fifth section
focuses, still in a comparative way, on couponpgiecits, and on evidence for the working of
the secondary market in ISP coupons obtained freynikformants, focus group discussions

and the household survey.

7.2Management of SCT and ISP in Mchinji in 2007/08

The previous chapters have discussed distincti@ieden SCT which targets ultra-poor
households with no active labour, and ISP whiclget poor households (including ultra-
poor) that possess land and active labour but histle cash to buy inputs. These key
differences aside, both programmes have tendednfth&size similar human vulnerability
factors (e.g. chronic illness, orphanhood, eldeds widowhood or disability) in framing
criteria for deciding who should be excluded fromrzluded in programme benefits. While
the institutional arrangements for each of the pognes have been discussed in the
preceding two chapters, it is useful to see how th&eract in the practical implementation
context of districts, sub-district levels, and widual communities. Figure 7.1 summarises

institutional arrangements as they prevailed in iicllistrict in 2007/08.

In relation to Figure 7.1, the District Commissiorss head of district had organisational
responsibility for both programmes. However, damhanagement of the SCT was the
responsibility of District Social Welfare office wong through district social cash transfer
committee and social cash transfer secretariat @odhmunity Social Cash Transfer
Committees (CSCTCs) at VDC level. On the other hainéd management of the ISP was a
shared responsibility between the District Commissr who, working successively through
VDCs and Village Input Subsidy Committees, manathedbeneficiary registration process;
and the District Agricultural Officer who, workingith Agricultural Extension Development
Coordinators (AEDCs) at extension planning aread)HBvel and by Agricultural Extension
Development Officers (AEDOS) or agricultural extemsworkers at section level, managed
the coupon distribution process. At community levabth programmes used the Village
Development Committee (VDC) as an institution talfeate targeting but they differed in the
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routes taken to identify beneficiary households distribute coupons (ISP) or beneficiary
cards (SCT). Input Subsidy Committees formed dagd level managed the ISP processes,
while CSCTCs formed at VDC level managed the SGCgsses.

Figure 7.1: Implementation arrangement for the pragrammes in Mchinji 2007/08
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To select the membership of CSCTCs when the SCgramome was starting in 2006,
community meetings of villages were held at VDCeleand attended by district officials.
Apparently the ‘most capable’ individuals from th#lages were nominated to stand for
various committee positions, including individualbo were not present at the meeting but
had others standing in on their behalf. Voting wlase by supporters physically standing
behind a ‘blind-folded’ candidate of their choickowever, variations in the procedure
occurred in some VDCs where voting was done bymgia hand for the preferred candidate.
In some cases, candidates were elected unoppobedprbcess was moderated by local
volunteers. A typical CSCTC comprised a chairperand vice-chair, a secretary and vice-
secretary, a treasurer, and 7 elected committeebermHowever here again variations were
evident as individual VDCs tried to ensure thatthk villages in their jurisdiction were
represented. For example, Kangwere CSCTC had 1lbersnwhile Chiti and Mduwa had 14
members each. Village heads were not permitte@ t6 BCTC members but were still able to
influence the work of the committees if they choserely by virtue of their status in the
community. Based on what was observed during gdviiork, the CSCTCs could not be said
to be entirely independent of other governanceitutgins at community level. Most
members of CSCTCs were also active members of athamunity committees, including

the Input Subsidy Committees.

To select SCT beneficiaries, members of the CSC¥€d round their respective villages to
register potential beneficiary households, whodaildewere then recorded on a form (Form
1s) that village heads approved. The approvedgéllssts (Form 1s) were then discussed at
an CSCTC meeting, before holding a community mgetbserved’ by extension workers,
village heads and district officials. The commumitgetings vetted and ranked the registered
households according to ‘degree of neediness’. ds wot clear during the fieldwork
consultations whether or not any names were rejebte village heads, CSCTCs or the
community meetings. It was found that each VDC dgttiech to the district slightly more
names than were permitted according to the tercgarrule (Chapter 6). The District Social
Cash Transfer Committee (DSCTC) rejected some napearently for not meeting the
criteria for selection; however, a more plausibkplanation was the need to observe the
maximum ten per cent targeting rule. The researob&ined official district records at the
start of the fieldwork for sampling purposes. Tleards included households that were
submitted by VDCs and those that the DSCTC appraretirejected. Table 7.1 provides a
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summary for the three case study communities.ntb@aseen that the VDCs registered 11 per

cent of all households in their jurisdictions, twt DSCTC approved only 10 per cent.

Table 7.1: Comparing eligible and non-eligible hetuslds

Total HHs Submitted to District Approved by DSCTC

VDC No % No %
Mduwa 1,146 132 115 110 9.6
Chiti 861 89 10.3 82 9.5
Kangwere 632 73 11.6 64 10.1
Total 2,639 294 11.1 256 9.7

Source: compiled from Mchinji Social Cash Trans&mords, December 2007

Unlike in the SCT programme, beneficiary househatdthe ISP are registered every year.
Variations in the registration process have besousised in Chapter 5; this section focuses
on what was observed to have prevailed in the sas#ty areas in 2007/08. Input Subsidy
Committees were formed at village level under @athority’ of village heads although the
latter were not themselves members of the commsitfEeere were variations in the way the
committees were formed but in general, the villdgead appointed individuals to the
committees. There were variations even within @r@es village in the way households were
registered as potentially qualified to receive amgp Some were registered by agricultural
field assistants, others were registered by villaggds, but overall the majority of households
were registered by the Input Subsidy Committeese Thmmittees apparently registered
households that were poor households (unable toirjuyts on their own) but nevertheless
capable of using the inputs for production. Thecpss of registering ISP beneficiaries in
practice took account of the existence in the saomemunities of the social cash transfer
scheme. Based on fieldwork consultations with comitgumembers and corroborated by
extension workers, the set selection criteria wpamel-beaten’ by community members in
order to achieve ‘fairness’ in the distribution lméneficiaries between the two programmes.
The following are examples of arrangements that ecam light during focus group

discussions with community members in the studssit

(@) In Chiti village, social cash beneficiary houselsolMiere generally excluded from
registering to receive coupons to minimise unfalvamtage over other deserving
households that were left out because of the ‘onien’ limit imposed by the social

cash transfer scheme.
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(b) In Kadimba village in Mduwa VDC where the focus gpo discussions were
conducted, 30 households were registered to red&iPecoupons. Each of the 30
households received two coupons per household wiviete shared among all 53
households in the village, regardless of whethanatrthey were also beneficiaries of

the social cash transfer scheme.

(c) Kangwere VDC introduced some ‘innovative’ ways dibeating the beneficiaries.
Households that were considered to lack activeuabad hence viewed as a waste of
resources if given ISP coupons were excluded fi8R registration, but most of them
were already cash beneficiaries. Cash transfer ficearg households that were
considered to have active labour and to possessathecity to pay the subsidised price
of MK950 per coupon were registered to receivecigons in the same way as poor
non-cash beneficiary households. Households the¢ merceived to be non-poor were
entirely excluded from the ISP (and were alreadylueded from the SCT).

(d) In Kangwere, ISP beneficiaries without cash, othvaash only sufficient to purchase
one coupon’s entitlement to fertilizer were encgedh to pool resources with non-
coupon beneficiaries who had the cash (typicallgstwere social cash beneficiaries)
and share the fertilizers. The focus group disaussiin Kangwere referred to this
arrangement akatungwe ndi kukankhandliterary translated as: ‘in a swing game,
you need to take turns in pushing each other sbith@he end, both players are

satisfied).

(e) In all three case study sites, some ISP bendfsigespecially those who were also
cash beneficiary households) were observed volintao share with non-
beneficiaries. The focus group discussions refetcedhis arrangement aghaona
mzako chapita mmawa chiona iwd@terally translated as: ‘what has befallen your

friend today is gone, tomorrow it will befall you’)

The arrangements (a), (b) or (c) above were fat@d by village heads or with their
‘blessings’; while arrangements (d) or (e) werdifiesl by the villagers in terms of being ‘one
people’ (affiliated by blood or marriage, or thegdhco-existed for generations). Chapter 4
has already discussed the structure of villageshandeholds. The case-study villages were

essentially small hamletsm(dz) or ‘clans’. For example, Kangwere VDC seemed to
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comprise a single Zulu clan such that most membiketise CSCTC including the chairperson
were direct relatives of the group village headm8ovillages such as Mdumpha, Jimu and
Tachoka in Mduwa VDC had as few as ten househdfd$act, the population of Mduwa

VDC comprised 1,146 households living in a totaB8fregistered villages, an average of 35

households per village.

The sampling procedure for the research was coverdgdhapter 4 above, but its salient
features are worth repeating here: 30 social casefitiary households were selected from a
district level list of approved beneficiaries iretthree villages chosen to undertake research;
26 households were selected from the list of namjested by the district as not eligible for
the SCT due to ‘not meeting minimum selection date and 34 households were drawn
from households that were not in the first placgistered for the SCT because they were
considered to be less poor. At the time of selgctine sample in October 2007, the
distribution of coupon beneficiaries was not yetown because registration was still
underway. It later emerged by chance at the ficstskhold survey in January 2008 that 8
households were beneficiaries of cash transfens @nper cent), 22 households (24 per cent)
were beneficiaries of both cash transfers and @pans, 47 households were beneficiaries
of coupons (52 per cent), and 13 households wemnebeaeficiaries of either programme (14
per cent). This outcome is depicted in Figure T.2he weaknesses of community targeting
discussed in Chapters 5 and 6 are put on one@ided moment, the eventual structure of the
sample suggests that given the ability to distelkhgtween the two programmes, community
members would allocate social cash transfers toptharest ten per cent (‘non-viable or
incapacitated’) and coupons to the next poor 75ceet (productive but unable to acquire
input on their own), while the last 15 per cent Vdowiot be registered (non-poor and capable

of supporting themselves.

7 If we drop the non-beneficiaries (supposedly ‘nows), this gives a distribution of the supposedly
poor households are follows: 10.4 per cent caspiests (‘ultra-poor and labour constrained’), 28.6
per cent joint recipients (‘ultra-poor but with @b’) and 61 per cent coupon recipients (‘poor
households capable of farming but with little casbuy inputs’)
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Figure 7.2: Distribution of beneficiary househoildghe sample for this research

90 Households

(Sample)
30 cash HHs 26 eligible non-cash HHs 34 ineligible cash HHs
(‘More vulnerable’) (‘Average vulnerable’) (‘Less vulnerable’)
6 HHs 7 HHs
™~
y \ 4
8 cash HHs 22 cash + coupons 47 coupons HHs 13 non-beneficiaries
(Cash only) (Double beneficiary) (coupons only) (No cash or coupons)
\ 4 y \ 4
9 percent of 24 percent of 52 percent of 14 percent of
sample HHs sample HHs sample HHs sample HHs

Source: Mchinji Household Surveys, 2007/08

Qualitative investigations with focus groups in leaase-study village shed additional light
on the way communities interpret poverty and praglaccapability, and how this results in
the beneficiary selection behaviours discussed e@biéocus groups were asked to distinguish
vulnerable groups applicable in their communitiEsis generated 3-4 groups across the case-

study villages, and the distinctions that were mamtaprised the:

(i) ‘most vulnerable’ @vutikisitsa— ‘suffering most’);
(i) ‘more vulnerable’ ¢vutika— ‘suffering’);
(i) ‘average vulnerable'ojvutika pang’ ne- ‘suffering a little’); and,

(iv) ‘less vulnerable’¢savutika kweni kweni ‘not suffering very much’).

Poverty was referred to &sisowaor kusawuka(‘lacking’ or ‘needing’), while vulnerability
was referred to akuvutika(‘suffering’). In Kangwere, relatively better offouseholds were
described askhasako gpparently lacking nothing’). Using the participatory wealidinking
method (Ellis and Woldehanna 2005, p.73), houseshatdthe case study villages were
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assigned between the different vulnerability grougsd discussions were held about the
reasons for assignment into specific groups ancamyn factors in the decline or rise in

household fortunes over time.

The focus group discussions showed that accesdd &nd agricultural inputs were
considered the core factors determining peopldative poverty or vulnerability, and the
groups also linked this access to demographicakand economic factors at household level.
The dynamics of poverty and vulnerability were dssed. Elderly-headed households were
described as having been ‘less or averagely vubheran the past becoming ‘more
vulnerable’ due to the advancing years of the hioolsehead. Households headed by persons
below age 20 were also described as ‘more vulnerdi#cause they ‘lacked established
foundations’ &libe maziko okwanina Households headed by women were described as mor
vulnerable than households headed by men; and holdseheaded by widowed women were
considered ‘most vulnerable’. Consistently, a widdwwoman was referred to asayi
wamasiyg(literary translated as ‘orphaned womafy'Wwhile divorced or separated women or
single women in general were describednayi wayekhd'a woman on her own’) anayi wa

mkono umodZia ‘woman of one hand’).

People’s lifestyles were thought to contribute heit relative poverty or vulnerability. In
general, polygamy and ownership of livestock weresadered indicators of wealth. On the
other hand, individual female headed householdkinvipolygamous marriages were often
designated as ‘more vulnerable’ due to the huslsarefources, time and effort being spread
thinly across his wives. Old age, widowhood, anebolt iliness (associated with AIDS) were
seen as causes of people becoming more vulnerabtdime. The same applied to excessive
alcohol consumption. Livestock owners could becgmerer and more vulnerable through
loss of livestock to foot-and-mouth disease ortieftt Indeed livestock rustling of cattle and
goats was mentioned as a growing factor why betiepeople could fall into destitution.
Mchinji district records show that between 1998 2000 the goat population fell by 39 per
cent and the pig population by 32 per cent, theomeguse of which was theft (Government
of Malawi 2002b, pp.39-41).

n the local Chichewa languageamasiyditerary means being ‘left behind by a deceasEdé term
normally refers to an orpham{vana wa masiyeand a widow hayi wamasiyebut rarely a widower
(bambo wa masiye
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Focus group discussions also distinguished livelthomprovements that had been
experienced by some households in the five yeaseping the fieldwork. The chief of these
was success at tobacco farming and receipt of Iscagh transfers, thus providing an early
indication of the powerful effect that the SCT abuilave on the fortunes of individual
families. In Kangwere, for example, a case wasudised at length concerning a female
headed household who had been the most destitdi@@mviable in every basic aspect of
life, including clothing. The head of this househobuld not be registered to receive coupons
because she was considered unproductive, and laa&ede labour. Her situation had
improved with social cash transfers, and she wag capable of producing enough food. In
2007-08, this household grew 0.8 ha of maize apdieap100kg of fertilizer; and this despite

being a non-coupon beneficiary.

Table 7.2 summarises the vulnerability groups #aierged from this exercise, and the
proportions of households in the case-study vikaggsigned to each group. Across all three
villages, 0.9 per cent of households were assigrieednost vulnerable’; 89.7 per cent as
‘more vulnerable’; 4.6 per cent as ‘average vulbleraand 4.8 per cent as ‘less vulnerable’.
This qualitative assignment matches the distrilbutibthe household sample fairly closely, in
particular with only 10 per cent (average plus lgatnerable households) in each case
representing non-poor or better off householdsldb mirrors findings from other poverty
and vulnerability assessments conducted in Mal&wr. example, drawing on the wealth
ranking in rural Malawi conducted by Chewele anlkeo$ in 1995, Devereux reports that 63
per cent of households were assessed to be wo(stagauka/wosowa?28 per cent were fair
(wopezaklp 6 per cent were categorised as fairly well @fbpeza bwino pang’onowhile
only 3 per cent of the households were assesséeé twwell-off (vopeza bwinp (Devereux
1998, p.38). The fact that nearly 90 per cent aisetolds were placed in a ‘more/most
vulnerable’ category has implications for targetiofysocial transfers especially where a
programme such as the Mchinji Social Cash trarfsteeme puts a cap at only poorest 10 per
cent of the population. The earlier discussion hrs tsection about how the case study
communities in Mchinji dealt with the targeting thie two transfer programmes (social cash
transfers and the input subsidy programme) reflgugsssubjective categorization of people’s

vulnerability in the communities.
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Table 7.2: Vulnerability distribution of householidscase study sites in Mchinji

. : o VDC totals (number off HHs) | All 3 FGD sites
Vulnerability/ Major criteria Vd K Chit N
poverty group|  (common to all 3 sites) (5%")"6‘ al(r;%\;v)ere a 3'8) (4507) %
Most Vuln. Lacks almost everything 1 3 0 4 0J9
Persistently lack food.
More Farms but with difficulty
Vulnerable (lack inputs, old age, i
chronic iliness etc). 41 253 116 410 89.
Limited assets
Missing meals some days
Own food not last ¢
Average months
vulnerable . 0 7 14 21 4.6
Low incomes & assets
Two meals per day
Own food all year.
Less
vulnerable Regglar and more money
(remittance, formal jobs) 11 11 0 22 4.8
Assets and businesses
2-3 meals per day

Source: Mchinji Focus Group Discussions (FGDs),7208

A number of concerns have been raised recentlputhgrn Africa in relation to perceived
weaknesses of community targeting of social trassfespecially social cash transfers
(Conning and Kevane 2002). One problem relatex¢tusion and inclusion errors that arise
due to an inability in practice to implement présed targeting criteria. Some studies
(Chinsinga 2005, Milleet al. 2008c) have attributed the failure of communitynmbers to
follow prescribed criteria to limited understandingowever, this research offers an
alternative view on the basis of the above findinfjswas evident in discussions that
community members understood the selection critgeidectly well (indeed, they were able
to narrate them almost word perfect). In effectytheent’ the rules judiciously in order to
ensure fairness, given the different types of supfmupons and cash transfers) on offer.

Community members interviewed saw nothing underlmanbiegitimate in these decisions.

Quite different, however, are claims of malpracf{icepotism and corruption) in which power
or control is used in order to favour some indidlduor sections of the community (or
government officials). An outcome of the fieldwof@r this thesis is that an important
distinction exists (and needs to be made in evialgdahe success or otherwise of targeting)
between modifications to prescribed criteria deditdg villagers themselves on grounds of

fairness or inclusiveness, from modifications thanhefit specific individuals in positions of
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power. It is considered that much previous disaurssin this issue has conflated these two
categories unhelpfully, casting doubt on the valieommunity participation in beneficiary
selection, when in fact if communities are givemwee free reign in this type of decision
making, equitable outcomes seem likely to follow.dOurse it is always a possibility that
powerful individuals can wrest control of a commyrdecision making process, or find ways
of ignoring the broader wishes of members, but taisnot be assumed always to occur as

illustrated by the observation of community targgtprocesses in this fieldwork.

The foregoing discussion leads us to describe ttmder context in which the two
programmes operate in Mchinji. This is not a degidistrict in relative Malawi terms, as
discussed in previous chapters. While in Malawiaawhole 40-80 per cent of the rural
population are at risk of missing food entitlemethtising the months of January-March every
year, Mchinji is not regarded as one of the ‘hotsgdtricts (see section 6.2.1 and table 6.1
in Chapter 6). Analysis of the maize productionquativity potential of the district has been
provided in Chapter 4 (see Section 4.3.2 and FiguBe The low vulnerability of the district
can be deduced from food balance sheet situatipictéd in Table 7.3 below which reveals
that maize production (MT) has increased steadity matched population growth. In the 12
crop seasons from 1996/97 to 2007/08, the distecbrded an average maize surplus of 38
per cent comparing to a national average of 2 pat, avith deficit maize balance sheet in

most years.
Table 7.3: Mchinji versus national maize balanceesh
Mchinji District Maize Balance sheet National MaBealance sheet
Crop Surplus Surplus
Prod Consum. L Prod Consum. L

Y

ear (MT) Pop Needs /D((g/fol)c It (MT) Pop Needs /D((g/fol)c It
1996-97 | 72,738| 317,270 50,256 31 1,226,478 9,738,983| 1,542,655 -26
1997-98 | 93,200| 324,941| 51,471 45 1,534,326/ 9,933,868| 1,573,525 -3
1998-99 | 86,633| 335,144| 53,087 39 2,245,824 10,184,501 1,613,225 28
1999-00 | 92,165| 345,667 54,754 41 2,290,018 10,441,457 1,653,927 28
2000-01 | 66,089| 356,520, 56,473| 15 1,589,437 10,704,896 1,695,656 -7
2001-02 | 81,469| 367,714| 58,246| 29 1,485,272 10,974,982 1,738,437 -17
2002-03 | 76,688| 379,260, 60,075| 22 1,847,476) 11,251,882 1,782,298 4
2003-04 | 86,893| 391,168, 61,961| 29 1,608,349 11,535,768 1,827,266/ -14
2004-05| 94,633| 403,450, 63,906| 32 1,225,234 11,826,817 1,873,368 -53
2005-06 | 150,537| 416,118, 65,913| 56 2,611,486| 12,125,209 1,920,633 26
2006-07 | 167,963| 429,183 67,983| 60 3,226,418 12,431,129 1,969,091 39
2007-08 | 158,070| 456,558, 72,319| 54 2,634,701 13,066,320 2,069,705 21
Average | 102,257 376,916] 59,704| 38 1,960,418 11,184,651 1,771,649 2
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Source: Mchinji data from data underlying Table @2 Table 4.3 in Chapter 4.

The low vulnerability of Mchinji district from a niee balance perspective is also affirmed by
relative maize price levels that prevailed in 20@87ivhich were below national trends.
Although the prices had increased from MK150-20Q006/07 to MK450-600 in 2007/08 for
a 20-kg pail of maize, these were low comparedatoonal averages. A kilogram of maize in
Mchinji sold at MK27-35 compared to over MK50 irhet parts of the country (Government
of Malawi 2008j). Of course, maize prices variecealy between communities and at
different points of time. During the fieldwork ped, a kilogram of maize sold at an average
price of MK20 per kilogram in Mduwa compared to MK# Kangwere. During the harvest
period (April-May 2008), maize in the district wealling at a mean price of MK45 per kg but
this later dropped to MK35 in June and picked upM€50 in October 2008. Chapter 6 has
argued that the sudden rise in prices did not $igp@ming hunger but a response to
government restrictions on maize trade. Distrietistics compiled in Table 7.4 show that
only one per cent of households in the district eveleemed at risk of missing food

entittements and requiring emergency support ir2@@6/07 and 2007/08 seasons.

Table 7.4: Distribution of households lacking fandMchinji in 2006/7 and 2007/08

Oct 2007-March 2008 Oct 2006-March 2007
EPA Total Farm | % lacking | Total Farm | % lacking

Families food Families food
Mkanda 27,679 0.4 23,338 1.0
Kalulu 17,843 1.1 14,301 1.1
Mikundi 24,011 1.1 21,780 1.2
Chioshya 24,614 1.2 23,543 1.G
Mlonyeni 20,693 0.3 17,662 0.6
Msitu 26,507 0.6 25,631 1.1
Mchinji 141,347 0.7 126,255 1.0

Note. Mikundi EPA covers Mduwa and Kangwere whil@alidu EPA

includes Chiti VDC
Source: Government of Malawi (2008j, p.2)
It seems that Mchinji counts amongst the leastenalble in Malawi. The district is one of the
nine districts in the central region of Malawi wlgyer capita incomes are relatively high in
comparison to the country as a whole. Central regmntain six of the richest ten districts in
Malawi. By comparison, the southern region is tbherpst region containing 8 out of the 13
poorest districts. Mchinji is ranked within the rdid ten districts in Malawi on poverty

criteria (World Bank 2007a). However, the distribbes have high prevalence rates of
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malnutrition (20.9 per cent underweight compare@@d per cent national), stunting (57.5
per cent compared to 46 per cent national), andingaé3 per cent compared to 3.5 national)
(Government of Malawi 2006b, p.46). This is atttddale to low nutritional diversity in the

district; unlike in many Malawi districts where g#e can draw on rice, cassava, millet and
sorghum, as well as maize, for their energy fotitsie is limited diversity in starchy staples
in Mchinji (Government of Malawi 2008d). The appattg high incidence of ‘vulnerable’

households in the case study sites as interpratadllagers (and depicted in Table 7.2 and
Figure 7.2) may not hold up to scrutiny when confed with quantitative evidence on food

security, although this is an open question (seé sextion).

Certainly, focus group discussions tended to paidifficult food security picture for most
households. In Kangwere, it was claimed that byobet every year (about 6 months from the
maize harvest), two thirds of the households hadouwt of food from own maize production
and therefore had to rely @anyusources. Focus group discussions also revealeohale
coping mechanisms used by villagers when their f@mdout. In Kadimba village in Mduwa
VDC, coping strategies in the 2007/08 season iredulbluyinggaga (maize bran) at maize
mills, and premature harvesting of the potato ctogKangwere and Chiti VDCganyuat a
nearby orphanagde or across the border in Zambia was a significarategy. The most
common form ofganyuwas farm work which involved land clearing at MBQQ per acre
and ridging or weeding at MK3,000 per acre. It wksmed that those not involved ganyu
relied on non-farm cash sources (petty trading) @iccash transfer grants in case of SCT
beneficiary households. Further evidence regargaugicipation inganyuis given in later

sections of this chapter.

7.3 Socio-economic characteristics of cash and non-cakhaneficiaries in the sample

An important factor to consider when interpretingtad presented in this and subsequent
sections is that comparisons between cash trabsfeeficiaries and others in the sample
(including coupon recipients) reflect adaptations the livelihoods of cash transfer
beneficiaries already set in train by their receipptash transfers since late 2006 (Chapter 6).
Therefore expected differences between sub-sangsles result of implementing different
criteria in their selection (detailed above) do netessarily convert into actual differences

more than a year into SCT operation. The reasonghie are fairly obvious: the regular

> The orphanage is called Home For Hope Orphanadeitais where the international musician
Madonna adopted an orphaned boy (David Banda)d8.20
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receipt of cash transfers makes a receiving holdeheecure place to live; it is not only the
amount of money that is received that is importdang also the reduction in livelihood risk
experienced by beneficiaries; relatives are likelycome home or stay home, changing the
labour force profile of the household compared teew households were first assessed for

inclusion in the scheme.

As discussed in some detail in Chapter 6, the Mchorcial cash transfer pilot programme
was designed to meet the basic consumption needBeofpoorest of the poor’ in rural
Malawi, designated as ultra-poor households lackinig-bodied labour capable of providing
the family with a living. The criteria used to iddépn prospective scheme beneficiaries rested
heavily in the first instance on lack of able-batliebour, translated as households with a
dependency ratio of 3.0 or over. In this conteke tlependency ratio is the number of
dependents in the household divided by the numbecanomically active adults aged 19-64.
Dependents include all children aged under 19, rojople of 65+, chronically ill and
disabled people. Children also of course includghans, looked after by the adults in the
household. Thus a family comprising a single motged 35 looking after 5 children aged
between 3 and 16 clearly complies with the depetyeriterion (dependency ratio 5, in this
instance). In addition to the dependency ratio rottescriptive criteria are looked at to aid
discussion and decision making: old age, orphaisgbdity, known individuals who are
chronically sick and so on). In view of these crée as suggested above, the initial
expectation might be that cash transfer househioldbe sample survey (30 households)
should show significantly different levels of vutability indicators than non-cash transfer
households (60 households). Table 7.5 presentsn§adin this regard from the sample
survey, comparing beneficiary and non-beneficiaoydeholds in terms of household size,
prevalence of vulnerability conditions such as oiwallness, orphanhood or elderliness,

dependency and labour availability.

A mixed picture emerges from Table 7.5, convergingather a lot of similarity between the
two sample groups. Cash transfer households codtaible the proportion of elderly people
(16 per cent against 8 per cent), and nearly ttinees the proportion of disabled people (10
per cent against 3.3 per cent), and these diffeseace significantly different. On the other
hand non-cash households have a higher proportichronically ill, and households with a
dependency ratio greater than 3.0 are higher imtmecash group than the cash group. No

significant differences are found for average hbok size, mean absolute numbers of
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vulnerable persons, mean dependency ratio, or tadjsee below) labour availability. These
results concur in some respects with the findifgstieer researchers. As shown in Chapter 6
(Table 6.12) only 16.7 per cent of the cash bersfichouseholds considered to be also ultra-
poor met the dependency cut-off ratio of 3.0 (Mikk al. 2008c) while in Machinga district,
the proportion was found to be 25 per cent (Seasbhah 2008).

Table 7.5: Characteristics of the sample households

Demographic characteristics All HHs Cash Non-cash | P-value

Number of Households (n) 90.0 30.0 60.0
Total persons in the HHs 485.0 145.0 340.0

Below 18 years (%) 59.8 54.5 62.1 12(

19-64 years (%) 29.7 29.7 29.7 991

65 years and above (%) 10.5 15.9%* 8.27* .012
Average household size 54 4.8 5.7 .12P
Std. Deviation 2.3 2.5 2.2
Reported vulnerable persons (% HHSs)

Disabled 5.6 10.0 3.3 .196

Chronically ill 10.0 6.5 11.7 459

Orphans 42.1 40.0 35.0 .764
Mean vulnerable persons 2.0 2.3 1.8 A7
Household dependency

Persons 19-64 yrs fit to work (W) 141.0 41.0 100.0

Dependents or consumers (C) 344.( 104.0 240.0

% HHs with DR < 3.0 66.7 70.0 65.0 .637

% HHs with DR > 3.0 14.4 10.0 16.7 .399

% HHs with incalculable DR (%) 18.9 20.0 18.3 .850

Dependency ratio (calculable) 24 2.5 2.4 .884
HH labour availability (adult units)

Actual labour (any, above 7 yrs) 3.0 2.8 3.2 199

Adult labour (19-64 yrs, fit) 1.4 1.2 15 277

Adult labour to Actual labour (%) 42.7 42.2 43.0 998
Persons > 7 yrs offering labour Oct-Jan  409.0 127.0 282.0

Farm work (%) 88.0 92.9** 85.8** .041

Ganyu work (%) 44.7 38.6 47.5 493

Business (%) 8.8 10.2* 8.2* .093

Public works programme (%) 2.2 4.0 1.4 103
Total persons 6-18 years (school age) 235.0 68.0 167.0

Not schooling (%) 9.8 7.4 10.8 453

Primary class 1-2 (%) 66.8 69.1 65.9 .632

Primary class 6-8 (%) 20.0 20.6 19.8 .886

Secondary Form 1-2 (%) 3.0 2.9 3.0 983

Secondary Form 3-4 (%) 0.4 0.0 0.6 5238
All persons in school (4-26 yrs) 229.0 69.0 160.0

% persons aged 6-18 years (sch. age 87.8 87.0 88.1 .805

Key: *** p<0.01; ** p<0.05; * p<0.1
Source: Mchinji Household Surveys, 2008
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The figures for household members available to warKable 7.5 takes into account the
reality that children under the age of 18 contrbia the labour force of the household, as is
prevalent throughout rural Africa. The ages of@dlsons were converted into adult-labour
units using factors provided in Chapter 4 (see @dbl7). In the January survey, households
were asked about individuals in the house who hadgiged farm labour (worked in family
farms organyy and other productive engagements between OcgiliEf and January 2008.
Notably the data suggest that in a typical Malaaiidehold, active adult labour contributes
only just over 40 per cent of the total labour &lae in the household. There is no difference
between cash and non-cash sample households is tdrtabour availability but the results
suggest that significantly more individuals in bisiary than in non-beneficiary households

participated in family farms and businesses.

The final part of Table 7.5 contains data on sdngolAgain this does not demonstrate any
significant differences between the cash and neh-d@useholds in the sample. Rates of
school attendance are high in this sample, withr 8&@eper cent of all children of schooling
age (6-18 years). This might be expected for cemfster recipients due to a bonus that is
paid for school attendance, but the similarity nmogortions of the non-cash beneficiaries
seems surprising. An interesting implication ofstdiigh attendance rates is that the labour
force participation of children discussed in theyous paragraph is conducted in parallel
with going to school, implying that a lot of work conducted out of school hours.

7.4 Cash transfers and food security

The central topic investigated in the sample sumweag the food security circumstances of
households, where it was considered that inteigedght might be shed on the effect of cash
transfers in helping very poor and vulnerable hbok#s remain food secure during the
calendar year. In this section, a number of difiedimensions of this topic are explored.
These include the evolution of maize stocks dutirggyear, allowing replenishment through
cash purchases; the impact of cash transfer receiptivailable household cash income; the
level of cash transfer income and its distributioetween alternative expenditures; the
simulated food security capability of cash transiéthey were wholly spent on food; the role
of ganyuin generating cash, especially for non-benefiemrmf the cash transfer; and the
maize provisioning duration of the 2008 maize hstyveot allowing for replenishment using
cash resources. The purpose of this section igftirerto explore food security relationships

in the different sub-samples, and examine what éagppo families when the maize runs out.
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The sample survey offered an opportunity to examaeious ratios and conversions
concerning the contribution of maize to food sdguin Malawi that are encountered
throughout the thesis, and about which a more peguicture can be achieved by examining
how these work at household level. For examplegraversion factor of 0.43 kg maize per
person per day (72.8 per cent of calorie requirénpeavided by maize) is deployed at
various points in the thesis, the origins of whiddve been discussed in Chapter 4, and at
household level it can be used to construct a potd how long a particular level of initial
maize harvest or stocks will last before the hoakklmas to turn to the market to obtain

additional supplies.

7.4.1 Maize calorie needs and evolving stock position i2007-08

The first aspect examined is the evolution of datu@ze stocks held in households over a 9-
month period (4 repeat visits) between January 8Segtember 2008, reflecting stock

replenishment as well as run down from an initiahvMest position. The sample surveys
conducted in January, March, May and September 26R8d households for the sources of
food stocks that they had in the household at wingurvey. The distinctions were between
own food production, purchased from own cash incopuechased using the cash transfer,
and obtained througbanyu (often remunerated in the form of food). The fimgh for each

round of the survey are summarised in Table 7.6) 8ome interesting implications.

Chapter 4 has described conversions that were ctedlwon the data collected in order to
permit comparisons between households. Table h@iges data on the outcome of this
exercise, given that all households in the samgleewisited in January and September 2008,
and a sub-sample was visited in March and May 2b08ach survey, households were asked
how much maize they had in store at that momentinne. The table shows the mean
household calorie requirement from maize, calcdlaecording to the procedure described
above. It also shows average maize stocks per holdsat each survey, in calorie terms.

Finally, it shows how many days into the futureck®will last from the given stock position.

The results in Table 7.6 show that over 90 per oéttie households had food at every survey
visit. The strikingly low proportion of householagth food stocks during the May visits

which was also crop harvest period does not mefaod crisis (see Figure 7.4). Rather, the
food was not readily available in the house, bus wpe in the fields. It can also be seen that

the timing of the surveys reveals critical diffecea in household maize stocks at different
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points in the year. January-March is lean seasames8-9 months after the 2007 harvest, and
3-5 months before the next harvest. Average stacktobn of about 15 days at this time

reflects households making short term purchasesaste to cover routine consumption (i.e.

for most households stocks from the last harvethave already been depleted). In March,

most households run out of food, and therefore gtss&urces become important and so too
are the social cash grants. In May, a major progomf the total harvest occurs, and means
stocks rise to give 2-3 months forward cover ofstonption. By September, the rest of the
harvest will have occurred (May-June), but meackstdvave already begun to decline, giving
diminished forward cover. Again, the role of theciab cash grants are significant here as
beneficiary households might have purchased coeticygmaize stocks (especially with fears

of looming hunger that saw maize prices soarinmfdaine 2008, as noted in Chapter 5).

Table 7.6: Availability of food maize in the sampleuseholds, Jan-Sep 2008

Food Security Variables All HHs Cash Noncash P-&3alu
Sample (Jan and Sept) 90 3( 60
Sample (March and May) 30 11 19
Household size
January survey 5.4 4.8 5.7 129
September survey 54 4.5* 5.8* .030
Daily HH maize requirement (Kgs) 2.7 2.4 2.8 .187
Std. Deviation 1.2 1.2 1.1
HHs with maize stocks (%)
January survey 97.8 100.0 96.7 315
March survey 96.7 100.0 94.5 .832
May Survey 46.7 54.5 42.1 .582
September survey 93.3 96.7 91.7 373
Mean stocks HH maize (K§s)
January survey 31.6 32.6 31.1 0.860
March survey 21.7 25.6 18.9 0.159
May Survey 189.1 90.4 250.8 0.211
September survey 114.2 126.9 107.5 0.348
Days HH maize stocks I4st
January survey 14.9 18.4 13.0 0.26%
March survey 8.9 13.0** 6.1**| 0.026
May Survey 72.3 42.5 91.0 0.256
September survey 60.6 67.5% 57.0*F  0.037

Key: *** p<0.01; ** p<0.05; * p<0.1

20nly households with food stocks and after remowintiiers

Source: Mchinji Household Surveys, 2008
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It is notable that significant differences betweash and non-cash beneficiaries emerge from
this exercise. Cash transfers allow recipient hioolsks to buy-in maize stocks during lean
periods (January and September but not March ang aveys), and this is potentially a
major benefit of an SCT, verified by the data irblEa7.7.

Table 7.7: Sources of food at survey visits (%)

Sources of food by survey vis| All HHs Cash Noncash | P-value
Sample (Jan and Sept) 90 30 6(
Sample (March and May) 30 11 19
January Survey
Own food production 15.9 16.7 15.5 .88P
Purchase, own income 12.5 20.0 8.6 128
Purchase, cash transfer 11.4 33.3 -
Other ganyy 60.0 30.3*** 75.9%** .000
March Survey
Own food production 3.6 0.0 5.9 781
Purchase, own income 3.6 0.0 5.9 711
Purchase, cash transfer 3.6 9.1 -
Other ganyy 85.7 81.8 88.2 .817
May Survey
Own food production 92.9 100.0 87.5 776
Purchase, own income 0.0 0.0 0.0 1.000
Purchase, cash transfer 0.0 0.0 -
Other ganyy 7.1 0.0 12.5 776
September Survey
Own food production 73.0 72.4 72.7 97p
Purchase, own income 9.5 0.07 14.5% .032
Purchase, cash transfer 8.3 24.1 -
Other ganyy 9.5 3.4 12.7 171

Key: *** p<0.01,; ** p<0.05; * p<0.1

Source: Mchinji Household Surveys, 2008

Figure 7.3 shows graphically how these stock an@tohin positions evolve for the survey
visit dates. It is clear that the food securitycagh transfer recipients is achieved by virtue of
the receipt of the transfer, with the cash transfeabling between a quarter and a third of all
food to be purchased, except in May when houselsilited they were self-sufficient from

own production. For non-cash recipierganyuis of critical importance at food deficit times
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of the year as shown in particular by the 76 pet o their food supplies in January being
attributable toganyu Another way this could be interpreted is whereash transfer
recipients have a secure fallback position in treneof failures in other sources of their food
security, non-cash recipients must work for thalityt of the food security they achieve.

Figure 7.3: Evolution of food security positionsbeand non-cash households

® Cash HHs = Non-cash HHs
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Month/Year

Source: Data in Table 7.6

7.4.2 Sources of household cash income

The foregoing evidence begins to demonstrate tafgiance of cash income for providing
food security when physical stocks of own produfmexti are depleted, and here the sources
of such income are considered in more detail. Hooiserespondents in the January survey
were asked to provide enumerators with estimatethaf household cash income for the
preceding year, and to break this down betweerrdifit main sources. Table 7.8 shows the
findings derived from the cash income questionss Itealised that a one visit survey is
unlikely to obtain very accurate results for casbhome variables. There are problems of
recall (especially for casual work, or sales of @nigrops, that occurred sometime over the
past year). Individual household members may hagd cncome sources that the respondent
is unaware about, or only has a vague idea ofomsribution to the household cash position.
There is a tendency to understate income for olsvimasons when being questioned by
outsiders. For all these reasons, the literatuseahelear preference for estimating household
material standards of living through expenditureesiions rather than income questions

(Deaton 1997). Nevertheless, the cash income quesstivere asked, and with a view to
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strengthening the interpretation of the differirogpd security circumstances of cash transfer

and non-cash transfer households in Mchinji distric

Table 7.8 provides the proportion of households thak into different annual cash income
ranges. This shows that 63 per cent of cash trarstgients fall into an annual cash income
level of MK20,000 or more, while only 10 per ceritrmn-cash respondents correspond to
this top quartile of cash income earners. Furtheemthe average cash income of cash
transfer recipients was MK24,782 for the precedyegr, while that of non-cash recipients
was MK7,463; or less than a third as much. Finalfsh transfers themselves correspond to
84 per cent of cash income received by cash trahsigseholds; while of course this is zero
for non-recipients, who instead obtained cash fmixture ofganyy groundnut sales,

tobacco sales and petty trading.

Table 7.8: Annual incomes estimated by householdauinuary 2008

Maize production All HHs Cash Noncash | P-value
Number of observations (n) 90 30 60
HHs by income level per year (%)
MK5000 and below 42.2 0.0*** 63.3*** .000
MK5000-10000 14.4 16.7 13.3 673
MK 10000 -20000 15.6 20.0 13.3 413
MK20000 and above 27.8 63.3*** 10.0%** .000
Average income per year (MK) 13,236 24,782*** 7,463*** .000
Minimum 600 7,200 600
Maximum 53,600 53,600 50,400
Standard deviation 12,819 11,579 8,961
Share of the incomes (%)
Tobacco 14.9 1.9%** 21.4%** .000
Groundnuts 19.1 5.9** 25.8** .001
Maize 52 3.3 6.2 .382
Business (trading/ vending) 6.5 1.5* 9.0* .054
Ganyu 19.4 1.6%** 28.3*** .000
Cash Transfers 28.1 84.4 -

Key: *** p<0.01; ** p<0.05; * p<0.1

Source: Mchinji Household Surveys, 2008

Despite a lot of variation and recognisably poaalijy data in this exercise, it is nevertheless
apparent that cash transfers totally transform lihelihood circumstances of recipients
compared to non-recipients in the same communiliéss can be linked to the previous
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observations made in Chapter 6 about the potefatiatash transfer recipients to ‘leapfrog’
the living standards of households adjacent to therthe rural income distribution (Ellis
2011). When, say, 40-50 per cent of rural citizarestruly poor, with little separating them in
terms of the material conditions of their livese thdvent of a cash transfer that provides a
secure and continuous flow of cash income into faraily throughout the year changes
completely the fortunes of the households luckyugihoto receive the benefit. Moreover, it
potentially induces a cumulative divergence betwestipients and non-recipients if the

transfer is used to invest and accumulate as wdth aneet immediate needs.

7.4.3 The level of cash transfers and what they were spean

It follows from the sizeable impact of cash transfen comparative levels of household cash
income that the level of the transfers themselgesighly significant for food security;
moreover, their level may be such as to permit hotid security and other objectives to be

met by recipient households.

Table 7.9: Expected versus actual cash transfeheinesearch sample

HH size Actual Cash Transfefs | Expected Cash Transférs

(No of HHs) Per HH Per Person | Per HH | Per Person

14 600 600 600 600

2 (2) 1,100 550 1,100 550

3(2) 800 267 1,600 533

4 (8) 1,850 463 2,150 538

5(2) 1,800 360 2,200 440

6 (3) 2,333 389 2,533 422

7 (4) 2,450 350 2,800 400

8 (3) 2,267 283 2,333 292

9 (1) 1,800 200 3,400 378

10 (1) 2,400 240 3,000 300
Average 4.8 (30) 1,747* 410 *** | 2,053 47 2%x*
Std Dev 2.5 754 147 789 108

™ mean difference significant at the 0.001 leveldiet).
Note:
(1) Figures in brackets refer to number of househagsnting
(2) What the sample were actually receiving per moethhpusehold
(3) What the sample would be ideally receiving per mdogsed on HH size and school bonus.

Source: Mchinji Household Surveys, 2007/08

With respect to the level of cash transfers, orraye recipient households in the sample

received MK1,747 per month (Table 7.9), with lakgeiation around this figure caused by
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differences in household demography (the range MiK600-2800). To digress slightly, the
average figure was lower than the expected morghaynt of MK2,050 taking into account
household size and eligibility for school bonusélse sample households reported missing
payments in some months. In an 11-month period f@ctober 2007 to August 2008, the
expected mean payment was MK19,213 (range MKG6,&08e®) but MK18,273 (range
MK6,000-28,600) was actually received. Thirteen deholds (43 per cent of the sample)
missed an average of MK2,169 each (range MK20083,4Dhis in effect translates into a
shortfall of 5 per cent experienced over the 114mgeriod, equivalent to half a month cash
grant per household. This seems a good performahea it is considered how many things
could go amiss in supplying cash to poor househimldemote rural areas. District officials
consulted during the fieldwork stated that reduoednissed payments were deductions of
school bonus where the children or dependents haggbdd out of school. Official district
statistics show an average monthly grant of MK2,0@0 household or MK448 per person
(Government of Malawi 2008j), while the monthly esage for the Malawi programme in
general is MK2,100 (US$14) per month (Schubert 200@ble 7.9 compares the actual
versus expected monthly cash grants.

There are no restrictions imposed on beneficiamggrding the acceptable expenditures of
the transfers they receive in the Mchinji schenmg, ia any case, any such restrictions would
be easily circumvented. The expectation obviouslyhat the money will be spent on food
and basic needs, and it is considered unlikelyemithe ultra-poverty of recipients, that it
would be spent on productive inputs or assetd (s8k, that it would be spent on luxury
goods) (Milleret al.2008b, p.42). In the September 2008 survey, thgpkacash households
were asked to provide enumerators with an appraeirbeeakdown of the totality of cash
grants that they had received during the 11-mostiod from October 2007 to August 2008.
The data obtained from this question evidently hi@mvee interpreted cautiously. Recall for
anyone thinking about cash they have spent oveeeegding 11 months is likely to be quite
broad brushstroke, and in some instances may e tauilty. However, forgetfulness in
different directions can even out in a sample, #rm broad magnitudes revealed by the
answers to this question are sufficiently distvetio consider that it is worthwhile looking at

them here. Table 7.10 summarises what was disadvere

The table provides two different types of inforroati The first is the number and proportion

of sample households reporting that they spent ssinage of their cash transfers on the
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different categories of expenditure. For examp& ot of the 30 households in the sample
spent some share of their transfers on food, 23btite 30 households spent some share on
farm inputs, and so on. The second part of theetabhbws for the sample as a whole, the
aggregate distribution of grants received betwéendifferent uses. Hence, 24 per cent of
grant income was spent on food, 16 per cent ontsnpad so on. The table holds some
surprises. Use of cash is spread widely, and,astigly, two households apparently could
not recall spending any of their transfer on fobde occurrence of farm inputs as the second
most important use of cash transfers after foathexpected. Inputs are not a basic need, and
these are considered to be ultra-poor householdgniar result was reported by Millet al.

(2008a, pp.39-42), so this finding is not withoupport from elsewhere.

Households in fact spent their grant income in digeways, some to do with immediate
consumption, and others most decidedly to do wathital formation or productive uses. In
the table, food, clothes, and medicine (and funewats) sum to 49 per cent of expenditures;
while inputs, assets, school fees and businesstimeat sum to 47 per cent. These results are
consistent with the earlier finding of the powerfubsition that cash transfers put their
beneficiaries compared to non-cash beneficiariésrims of income range and command over
food. They also strengthen the argument that casisfers can have important cumulative
effects on household welfare and wellbeing, whichra sustained period of time may place

them in a better material position than non-recifsen the same communities.

Table 7.10: Major uses of eleven months’ cash grapta household

Major uses of 11-month caskh Sample HHs Average Pel Share of
grants No % HH (MK) Cash (%)
Total cash received 30 18,273
Major uses:
Food 28 93 4,465 24
Agricultural inputs 23 77 2,882 16
Clothes 26 87 2,533 14
Assets 26 87 2,450 13
Medical/funeral costs 23 77 2,026 11
School expenses 22 73 1,719 9
Business (small-scale) 9 30 1,689 9
Other uses (saving, lending 30 100 509 3

Source: Mchinji Household Surveys, 2008
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7.4.4 The role of ganyu

It is clear from the evidence presented so farith#lte absence of cash transfganyuis the
means by which food deficit farm households marthgg missing food entitlement in the
lean seasorGanyurepresents what might be called informal sociatgution or ‘traditional
safety nets’ in Malawian history. It is a lot mdiren just ‘casual wage labour’. In the past
there was a social obligation on the part of besfemembers of rural communities to ensure
that weaker members of the community were assiateeh misfortune occurred. This is
ganyy and in the past comprised work undertaken for etteboff person, typically
remunerated by being provided with meals, or, dooa#ly, by a small share of the maize

harvest.

The original spirit ofganyuhas not entirely disappeared, although it hasvedol long way
from its origins as customary obligation. The ahgon of customary land that took place in
the 1970s and 1980s (detailed in Chapter 3) can@thto a growing proportion of the rural
population possessing insufficient land to attaH-sufficiency in food, at prevailing levels
of productivity. This in turn has meant trganyuhas become routine every lean season for
perhaps one third to a half of all rural Malawiarsher than an occasional need caused by an
unexpected shock or bad luck. In effeganyuhas become the rural labour market, and is
paid either in kind, or in cash, depending on trefggences of the employer. The need to turn
to ganyuas early as the final land preparation prior taving of maize represents a labour
allocation problem noted by several researcherseffact, engagement in earlganyu
(carrying out maize cultivation and sowing actestifor another farmer) detracts from the
proper preparation and sowing of the labourer's owvaize, resulting in poorer crop

performance later in the growing season (Alwangd1®8hiteside 2000).

The sample was asked to indicate what typicallyiepgo their households on average, the
hiring-in or hiring-out of household labour. Thigegtion was repeated in successive surveys
and it was apparent that the same households ki@t im or hired out labour at different
times of the year depending on the availabilitycagh (for hiring in), or the lack of cash or
food (resulting in hiring out). In accordance witie emerging picture of the role of cash
transfers, cash recipients are found to be morelyliko hire in labour than non-cash
recipients, and non-cash recipients are more likegrall to hire out labour. Figure 7.5 shows
that 72 per cent of non-cash beneficiaries compaoed3 per cent of cash recipient

households reported engaginggenyubetween October 2007 and January 2008. In the same
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period, 57 per cent of cash beneficiary househbldsonly 27 per cent of non-beneficiary
households reported hiring in labour.

For both groups, however, as own food productiondgpletedganyubecame an important
food source and vice versa. In the May survey wtreps were being harvested, non-cash
beneficiary households reportiggnyudropped by 30 per cent from 90 per cent durindk pea
lean period in January. The high numbers of caslefbzaries that reporteglanyusources of
income, especially in January (Figure 7.6) canthébated to delays in payment of the cash
grants. On a wider scale in the Mchinji scheme]aviigt al. (Miller et al. 2008a, p.viii) have
recorded a 10.7 percentage point difference betwessh and non-cash beneficiary
households in children that worked in neighbouthiogne in order to supplement incomes and

food in their households and most of the participavere from non- beneficiary households.

Figure 7.5: Comparing ‘buying’ and ‘selling’ of heehold labour in the sample, Jan 2008
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Source: Mchinji household survey data, 2008

Figure 7.6: Comparing seasonal participation inygalan-Sept 2008
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7.4.5 The food purchasing power of cash transfers

A further aspect of the cash transfers that is kiveamining in the food security context is
the impact on changes in their purchasing poweseasonal changes in the price of maize.
This is done here by examining the quantity of mai#tra-poor households with differing
demographic structures would be able to purchatie tiwe cash transfer to which they were
entitled, given changing seasonal maize pricendJgie maize calorie conversions discussed
earlier in this section, the maximum contributidrtite cash transfer to satisfying household
maize needs can also be calculated. Table 7.11 ausen the findings of this simulation

exercise.

Table 7.11: Comparing maize the cash grants cawdrbdifferent periods of the year

Impact indicator Household size Sample avge
Household size 1 2 3 4+ 4.8
Number of Households (n) 4 2 2 22 30

Expected Monthly transfer (MK)?  600| 1,100| 1,600| 2,445 2,053
Actual Monthly transfer (MK)** 600| 1,100/ 800| 2,100 1,747

Daily maize needs (Kgs) 0.55| 1.06| 1.60| 3.00 2.45

Maize bought (Kgs)
(all grant spent on maize)

Jan survey (MK25.88/kg) 23.2| 425| 30.9| 81.1 67.5
Mar survey (MK31.95/kg) 18.8| 34.5| 25.1| 65.7 54.7
May survey (MK28.13/kg) 21.3| 39.1| 28.4| 74.6 62.1
Sep survey (MK59.74/kg) 10.0, 18.4| 13.4| 35.1 29.2
Duration maize take (days)
January survey 42.1| 40.2| 19.2| 28.8 30.7
March survey 34.1| 32.6| 15.6| 233 24.8
May Survey 38.7| 37.0| 17.7| 26.5 28.2
September survey 18.2| 17.4| 83| 125 13.3
Share monthly needs (%)
January survey 135.8| 129.7| 61.9| 92.7 98.9
March survey 110.0/ 105.1] 50.1| 75.1 80.1
May Survey 124.9| 119.4| 56.9| 85.3 91.0
September survey 60.8| 58.1| 27.7| 415 44.3

Note: * What household should be receiving givese sind school bonus
** \What sample households were actually receiviagmponth

Source: Mchinji Household Surveys, 2008
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Table 7.11 is illuminating in two further areasthbis discussion about cash transfers and food
security. First, it is notable that the maximum tedmution that the cash transfers can make to
household maize needs diminishes as householdrgizases. For example, at the January
survey, the cash transfer could have supplied gpergon household with 125 per cent of its
monthly calorie needs from maize (39 days suppWjije for a 4-person household only 76
per cent of needs would be met by spending theeetransfer on maize. Second, seasonal
changes in the market price of maize can make laifferences to the food security
purchasing power of a cash transfer. In this rasjteis recalled (Chapter 5) that 2008 was an
unusual year, in which the post-harvest drop inzengrices was unusually small and of short
duration before prices began to rise steeply inustignd September. This is picked up in the
sample survey, by the rise in the maize from MK38ri May to MK59.74 in September. A
consequence of this rising price is that the maesds purchasing power of the cash transfer
drops from 86 to 39 per cent of total household zeaneeds for the average sample
household, between the first survey (in January82@hd the last survey (in September
2008).

7.5 Comparative evidence on ISP coupon recipient houselus

7.5.1 Land ownership and use

It is recalled that the ISP in principle target®pbouseholds possessing land and labour, but
with limited cash to buy inputs. The objective bétprogramme is to increase agricultural
output and incomes. This section examines whatolkaerved to have occurred in the case
study sites in 2007/08 in terms of household respsrio the ISP. As discussed earlier, the
household selection process resulted in a sampé® @oupon recipients, of which 22 were
also beneficiaries of cash transfers. In additibrh@useholds did not receive ISP coupons (8
cash beneficiaries, and 13 non-beneficiaries dfeeischeme). In the tables which follow
‘coupon only’ recipients (47 households) are dmished from joint recipients and non-

recipients.

Although not necessarily a targeting requiremerthefISP, land size in Malawi is often used
as an indicator of relative poverty or vulneragilifor example, MVAC livelihood profiles
for the Kasungu-Lilongwe zone, within which Mchirgistrict falls, reveals that the most
vulnerable households have holdings of 1.0-2.5sa¢fe4-1.0 ha), averagely vulnerable
households own 2-3 acres (0.8-1.2 ha), and lesexalble households own 3-5 acres (1.2-2.0

ha (Government of Malawi 2008d). Table 7.12 sumseariland distribution in the sample,
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and shows no statistical differences between coupapients and non-recipients in terms of
land size but a larger proportion of coupon recifsg43 per cent) had 0.5-1.0 ha compared to
only 20 non-beneficiaries or 18 per cent joint bmmaries. However, non-beneficiaries in the
2007/08 cultivated slightly less proportion of tlaad, compared to households that were

coupon or joint beneficiaries.

Table 7.12: Comparing land ownership and use

Land ownership and sizes AllHHs | Coupon | Both Noné P-value
Observations (HHSs) 89 47 22 20
HHs by land size (%)
Less than 0.5 ha 11.2 12.8 9.1 10.0 .887
0.5t0 1.0 ha 31.5 42.6* 18.2* 20.0* .060
1.0to0 2.0 ha 34.8 27.7 36.4 50.0 214
2.0 ha and more 22.% 17.0 36.4 20.0 195
Average land size (ha) 1.4 1.3 1.8 1.3 .208
Standard deviation 1.2 1.2 1.4 0.9
Minimum 0.1 0.1 0.4 0.2
Maximum 6.1 6.1 5.3 4.3
Land cultivated in 2007/08 (%) 60.0 | 67.1 53.6 50.4 040%
Std Deviation 28.3 27.0 29.3 26.9
Minimum 7.6 7.6 12.9 8.2
Maximum 100.0 | 100.0 100.0 100.0

Sig: *** p<0.01; ** p<0.05; * p<0.1

Note: ‘one household did not have land and is excluded emalysis to do with ISP
% Total areas cultivated to maize, groundnuts abedoo as stand- alone crops.

Source: Mchinji Household Surveys, 2008

7.5.2 Crop and crop varieties

As the staple food crop, maize was grown by alnadiishouseholds in the case study area,
only differing in cultivation practices. The tobaccrop is often regarded in Mchinji as the
main source cash income but, as group discussi@a rlear during the fieldwork, people
only grew tobacco in 2007/08 if they had accedshacco fertilizer coupons because tobacco
had declined in profitability due to low auctionigas. Instead, groundnuts were cited as an

important source of cash income in that crop season
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Table 7.13 summarises data obtained on crops, arghs/arieties grown by the different
sample groups in 2007/08. Coupon recipients hadenmaize area on average than non-
recipients. Overall, the majority of the samplenpéal local maize, followed in importance by
hybrid maize. The preference of all farmers foriylseed as compared to OPV seed is clear
from this sample. This has been documented on arvédale in the evaluation of 2006/07

ISP by Dorward et al (2008). Surprisingly, a sigraht proportion of joint recipients planted

mixed seed.
Table 7.13: Comparing crops and varieties in 2007/0
Crops and varieties All HHs Coupon Both None P-value
Observations (HHS) 89 47 22 20
HHs that grew crop (%)
Maize 100.0 100.0 100.0 100.0 1.000
Tobacco 24.7 18.2 29.8 20.0 502
Groundnuts 47.2 54.5 48.9 35.0 483
Average cropped area (ha)
Maize 0.46 0.48" | 056 | 0.3¢ 032
Tobacco 0.24 0.25 0.23 0.23 .692
Groundnuts 0.22 0.20 0.25 0.23 192
Maize varieties grown (% HHSs)
Local 58.4 59.6 50.0 65.0 .603
OPV (Composite) 3.4 2.1 9.1 0.0 213
Hybrid 36.0 38.3 31.8 35.0 .869
Mixed 2.2 0.0° 9.7 0.0° .046**

Sig: *** p<0.01; ** p<0.05; * p<0.1
Figures denoted by different letters significamtifferent (p=0.032

Source: Mchinji Household Surveys, 2008

7.5.3 Fertilizer sources, coupon uses and membership darimer clubs

In 2007/08, ISP procured from abroad and distridbute Malawi 170,000 metric tonnes of
fertilizer, but the government also allowed thesate sector to redeem coupons and claim the
difference (between coupon value and commerciale)dirom the government. In effect, all
the 216,553 metric tonnes of fertilizer that wascpased or consumed by the smallholder
sector in 2007/08 was ISP fertilizer. Trading ifPI8oupons was ubiquitous in the case study
areas. In consultations with agricultural staff, ¥ nembers and households the author was

informed that fertilizer coupons with a face valieMK900 sold on average at MK2000,
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mostly to ‘business men’. The redeemed fertilizeviK900 per bag was then reportedly sold
to wealthier (estate) farmers or across the borgefdozambique and Zambia for around
MK10,000 per bag, but other Malawian farmers coaldo buy their requirements at
negotiated prices.

It was apparent in Mchinji in 2007/08 that the sukurrounding coupon redemption were
easily evaded. The principle ‘rules’ in this redpaere that the coupon could only be
redeemed in their district of issue, and that glsinndividual could only turn up at the

fertilizer distribution point to claim two bags (armaximum of four bags, if they had also
been allocated tobacco fertilizer). These rulesewsrcumvented by individuals wishing to

aggregate fertilizer into larger volumes by hiripgung men, sometimes from outside the
district, to act as the purchasers and redeemetBeotoupons, for a small fee. The same
young men would move around the district turningatiglifferent outlets to claim their two

bags of maize. It was common during the fertilipewrchase period to see long queues
containing a disproportionate number of young nmetheir late teens or early twenties (much

more than in the farming population at large) wajtio redeem their fertilizer coupons.

Table 7.14: Sources of inputs and uses of coupo28607/08 (%)

Observations (HHs) A(Irl]l-ég;s C(:r?:j?%n (E:g) (Ir\]lggg) P-value
Maize and tobacco fertilizer sources
Coupons 58.4 63.6 57.4 55.0 .926
Cash purchases 3.4 0.0 6/4 0.0 .388
Coupons and cash purchase 12.4 18.6 8.5 20.0 441
Other (e.g. sharing) 9.¢ 4.5 8.b 15/0 478
Did not apply 16.9 18.2 19.1 10.0 .636
Uses of the 2007/08 coupons
Bought inputs 58.4 81.8 72.3 - .503
Sold (traders/other farmers) 135 13|16 19.1 - 576
Did not use/still available 5.6 4.% 8.5 - .763
Did not receive coupons 22.5 - - 100/0
Member of farmer club 2007/08 9.0 10.6 4.5 10.0 .703

For uses of coupons, tests compare ‘coupon’ aoith*lgroups of households only
Source: Mchinji Household Surveys, 2008

The results of information collected in the samglevey summarised in Table 7.14 lends

support to these qualitative observations. For etem55 per cent of the non-coupon

234



recipients in the sample acquired their fertilitemough coupons. About 14 per cent of the
recipients openly stated that they sold their cogpavhich must be regarded as a minimum
proportion, since respondents would have been whout stating this to an outsider. It is
surprising that coupon recipients who were alsd daeneficiaries were also found to sell
coupons (19 per cent of them admitted to this). Tdide also shows the membership in
farmer clubs of sample households, striking byate proportion of the sample in all groups.
An implication of this is low access to extensialviae, since extension officers generally

carry out their tasks within the framework of famielubs in Malawi.

7.5.4 Maize seed and fertilizer rates and outputs

For the purpose of this section, the main inputhese is fertilizer on the maize crop because
it is obvious that the practice in Malawi does paimote fertilizer application on groundnuts,
while a tobacco crop that has not applied fertiliaeatomatically gets disqualified at the
(auction floors) market. It is nevertheless recagdithat the ISP in the area distributed both
maize and tobacco fertilizer and, in some commesitbeneficiaries had to choose between
the two. Table 7.15 presents results on seedingliZier application and maize output in
2007/08.

Table 7.15: Sources of inputs and uses of coupo2607/08

Maize-fertilizer productivity All HHs | Coupon Both None | P-value
Observations (HHs) 89 47 22 20
Average maize area (ha) 0.46 0.44" 0.56 0.39 | .032*
Seed planted (Kgs) 10.1 9.8 11.1 9.5 | .580
Fertilizer applied (Kgs) 41.3 41.4 46.6 35.4 | 587
Maize harvested (Kgs) 387.0 391.3 425.0 335.0 | .682
‘Standardized’ figures
Seed rate (Kg/ha) 23.6 23.5 22.4 25.2 |.690
Fertilizer rate (Kg/ha) 139.8 148.4 130.2 131.6 | .702
Yield (Kg/ha) 951.5 927.5 1,034.9 927.3| .806
Average product (kg mz/kg fert) 10.0 8.7 8.7 15.6 | .070*
HHs by fertilizer application (%)
Did not apply 16.9 19.1 18.2 10.1 | .632
Applied once 69.7 70.2 68.2 70.0 |.991
Applied twice 13.5 10.6 13.6 20.0 | 614

Sig: *** p<0.01; ** p<0.05; * p<0.1 & Figures dened by different letters are significant

Source: Mchinji Household Surveys, 2008
Significant differences in maize areas between onsprecipients and non-recipients have

been observed above (Table 7.15). In terms of smedthe recommendations in Malawi are
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20-25 kilograms per hectare and the results depictelable 7.15 suggest this. It has to be
recalled from Chapter 5 that farmers in Malawi gpfar much below 100 kilograms of
fertilizer per hectare of maize crop against theonemended rates of 150-250 kilograms per
hectare but the sample for this research suggesercko the recommendations. However,
there is no evidence to suggest differences betwampients and non-recipients of coupons.
Instead, evidence suggests lower fertilizer efficie among recipients than non-coupon
recipients as far as average fertilizer produdbgkams of maize per kilogram of fertilizer
applied) is concerned, providing an additional ghsiinto the discussion in chapter 5 about
efficiency of the ISP (see Table 5.8 in Chapter 5).

The official maize yield in Mchinji in 2007/08 aaged 2,208 kilograms per hectare (1,113
for local maize, 2,324 for OPV and 3,188 for hybmdize). It has been noted earlier (Table
7.13) that about 60 per cent of sample househalel ¢pcal maize and about 70 per cent
applied fertilizer once instead of the recommentieal times (basal dressing for growth and
top dressing for cob development), and about 17cpat did not even apply fertilizer. The

yields in Table 7.15 may therefore be within andegtable range although they are lower
than the official yields in that year (of coursedimation methods differed but farmers are

also known to provide fairly accurate estimatethefr own production).

7.5.5 Cash incomes from crop sales

One objective of the ISP is to promote farmer inesnthrough sale of crops. Table 7.16
presents results of households that reported (guhe September survey) selling crops — it
has to be noted here that most crop sales take plkteveen April and August. Although the

results do not suggest any statistically significdifferences in crop sales incomes, it is
important to observe the low crop sales in the $eymgspecially among tobacco growers.
Most farmers especially non-coupon recipients thidtivated the crop did not manage to the
standards required (fertilizer application, weedieig) by the market and hence failed to sell
it. But for growers who sold the crop, it accounted50 per cent of the crop sales income in
non-coupon recipient households while groundnuteaated for about 60 per cent of share
of the crop sales income in coupon recipient hooisksh It is also important to observe the

shares of maize, groundnuts and tobacco in househioht were recipients of both schemes

(social cash grants and coupons).
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Table 7.16

: Crop sales and shares 2007/08

Variable All HHs Coupon Both None | P-value
Observations (HHS) 89 47 22 2
HHs reported crop sale (%) 48.3 55.3 45.5 35.0 .241
Households reported selling (%0)
Maize 135 17.0 9.1 10.0 .563
Tobacco 43.8 47.4 50.0 28.6 .633
Groundnuts 45.2 435 58.3 28.6 .56(0
Total crop sales income (MP() 14,588 17,365 12,912 6,67 627
Maize share (%) 22.5 24.4 13.1| 286 .693
Tobacco share (%) 35.0 335 28.2| 50.6 .606
Groundnuts share (%) 40.2 38.2 58.7| 20.8 243
Share of 2007/08 prod sold (%6)
Maize 2.0 2.2 0.9 2.4 .691
Groundnuts 14.3 16.1 11.7 13.0 812

Sig: *** p<0.01; ** p<0.05; * p<0.1

2 Farmers that grew the crop in 2007/08armers that reported selling the crop

Source: Mchinji Household Surveys, 2008

7.5.6 The food security implications of the 2008 harvest

A final way the food security of sample househdklexamined here is by reference to the
actual size of their 2008 maize harvests, occuririog late April to early June 2008. This is
worth doing because the final survey conductedeipt&nber 2008 was able to collect data on
the size of the preceding maize harvest, at a tulmen the recall period was fairly short and
most households had a clear recollection of thentityaof maize they had achieved in the
2008 harvest. Table 7.17 shows how long, on avefagéhe different sample groups, the
maize harvested in 2008 would have lasted the holdeusing the same assumption as
before that maize contributes 72.8 per cent toadyeénergy in Malawi. For the sample as a
whole, the maize harvest would have lasted 193 dags4 months; leaving them exposed to
acquiring maize in the market for another 6 monbifferences between categories are not
statistically significant as far as production @cerned; however, differences are observed in
terms of days the maize would take to depleteq@dufor household consumption only). The
slight differences between coupon recipients amt upon and cash recipients arises from
differences to mouths to feed; as expected, thé t&neficiary households might have

attracted additional members into the househotds.iimportant also to note the variation in
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mean values between the groups was from 95 perfaemirequirements met for joint coupon

and cash recipients to 40 per cent for coupon helde

Table 7.17: Maize balance sheet for sample houdehol2008 harvest

Category All HHs | Coupon | Both None | p-value

Observations (HHs) 85 46 20 19

Household size 5.5 5.9 5.3 4.8 237

Annual maize requirements (Kgs) 989.8 1061.9 935.9 871.8 .200

2007/08 Production (kg) 396.9 373.7 492.5 352.6 303
How long would last (days) 193.3 149.0* | 282.9*| 206.2 .065
HHSs requirements met (%) 57.5 40.4* 95.4* 58.8 .053

Sig: *** p<0.01; ** p<0.05; * p<0.1

Source: Mchinji Household Surveys, 2008

Another way harvest and sales data from the 2008ebfacan be utilised is to examine
various scenarios by which sample households cacof@sume their own production, (b)
supplement own production by purchases from thegads of crop sales (tobacco, groundnut
and soya sales) or (c) use cash transfers to meamaize later in the season (cash transfer
recipients only). This simulation is important besa the previous findings (Table 7.6)
showed that in May survey, cash beneficiary houskshibad food stocks to last 1.5 months
while non-beneficiary households reported stocks Would last three month. Three months
later in September 2008, cash beneficiary housshmgorted stocks that would last 2.2
months, representing an increase of 0.81 monthstadks. In contrast, stocks in non-
beneficiary households dropped by one month ofkstgassuming this is not a reflection of
sales) months to reported. The results of a sinomagxercise taking these alternatives

successively into account are provided in Tabl&8.7.1

Some much more interesting findings on the potendia of cash transfers emerge from this

exercise:

(a) as in the previous table, overall 51 per cent afithonal needs can be provided by maize,

on average, if most maize output is used for hoomsemption and not sold;
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(b) sales of other crops are only at best able to geoai small proportion of annual maize

requirements, amounting to 7-29 per cent;

(c) cash transfers on their own would provide cashstearbeneficiaries on average with 51

per cent of their annual needs;

(d) a combination of own production, plus maize thatlddoe purchased from other crop
sales, plus maize that could be purchased withctst transfer shows how the cash
transfer transforms the food security of recipieotiseholds compared to other groups in

the sample; the potential command over maize @doof cash recipient households is

over 100 per cent compared to 49-57 per cent fegrajroups in the sample.

Table 7.18: Food security simulation based on maiaduction and purchase 2008

Category AllHHs | Cash Coupon | Both None P-value

Observations (HHs) 90 8 47 22 13

Household size
January survey 5.4 3.3 5.7° 5.4° 5.4° | -046**
September survey 5.4 3.3 5.7 5.0 6.0° | -037*

Simulation

(a) 2008 maize output less sales (Kg) 378.7 235.7| 357.2 481.6 383.3-183
Annual maize needs (Kgs) 989.8 6680 10432 975.5 90.7 | .175
Maize requirements met (%) 50.5 53.3 44.2 64.7 50.8 995
Observations (n) 85 7 47 19 12

(b) 2008 use of other crop sales (Kg) 367.4 213.7| 451.1 303.9 74.7 926
Annual maize needs (Kgs) 1,117.7 9016 1,236.3  925.1,008.6 | -245
Maize requirements met (%) 26.9 23.0 29.2 29.0 7.0 -929
Observations (n) 35 2 21 9 3

(c) Cash transfer purchase maize (Kg) 412.2 342.2 437.7 .248
Annual maize needs (Kgs) 893.9 610.8 996.9° .032**
Maize requirements met (%) 51.3 60.7 48.0° .053*
Observations (n) 30 8 22

Potential maize (Kg) (a)+(b)+(c) 638.0 601.9| 558.8 977.9 371.
Annual maize needs (Kgs) 981.4 610.5| 1,043.2 | 996.9° | 959.7° | -063*
Overall maize needs met (%) 75.2 112.7| 57.3°| 1158 48.5° | .003**
Observations (n) 90 8 47 22 13

Sig: *** p<0.01; ** p<0.05; * p<0.1
Note: Figures denoted by different letters areifimant

Source: Compiled from Mchinji Household Surveys)&0

239




The above exercise affirms how access to cashféranasntirely changes the prospective food
security situation of beneficiaries relative to rfmmneficiaries, a finding now approached
from several different angles and being consistarbss a range of indicators and food
security relationships.

7.6 Summary

This chapter has utilised a sample survey of 90sélbolds in three villages to explore
empirically certain important dimensions of the veagh transfers and input coupons work in
practice for poor rural families. The district ceago do this was Mchinji district in Malawi’'s
central region, the district selected to pilot poyéargeted social cash transfers in Malawi. It
Is pointed out in the course of the chapter thahikjcis not a severely deprived district in
comparative terms for Malawi as a whole. It is gaflg quite a food secure district, and it
can only be supposed that its choice to trial af 3@s more to do with the logistics of
access to Lilongwe than strictly to do with the exty of food vulnerability faced routinely

by its inhabitants.

The chapter sought to clarify three aspects oftie programmes being compared in this
thesis in particular. The first aspect was how paogne organisation and beneficiary
selection worked in practice, especially at thesleof the individual community. The second
aspect was how participation and non-participaiiorthe SCT altered the food security
prospects of different households across the seadaking into account the interactions
between cash and food (via the price of maize) thedalternative sources of cash income
available to households in different categoriese Third aspect was whether coupon
beneficiaries could be distinguished in any palécways in practice from other groups
represented in the sample, and in particular whettielence could be found of the existence

and working of a secondary ‘coupon market’ credgthe working of the ISP.

In relation to the first of these aspects certaiteriesting points emerged. One is that both
programmes are fairly well ‘managed’ in the sensat wistrict administrators in general
follow prescribed procedures, and there is somertefhot always successful) to involve
communities properly in deciding who should pap#&te in individual schemes. Second,
selection behaviour at community level dependstaitothe strength of ethnic and kinship
solidarity within any individual village. Where this very strong (as in one of the case study

villages where the entire population seemed todiated to each other), then beneficiary
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selection is likely to be fair, and pooling of rasces within the community can be observed
to occur from different benefits. Third, so-calfesalfeasance’ in which selection criteria are
neglected, or coupons or payments go astray, islyraa village or community-level
phenomenon; it occurs ‘higher up’ the system atlélvel of authority figures and officials
rather than ordinary villagers. This is importaetause in the literature targeting failures are
often laid at the door of community targeting, whihe observation from this fieldwork is

that communities are often made the scapegoataifores that occur amongst leaders.

The second aspect of food security also yields sompertant insights. The chapter takes an
innovative approach to food security, by first bithing the maize consumption needs in
calorie terms of households with differing demodpapstructures. This enables a more
rigorous approach to maize harvests and stockshawdong they will last, than relying only
on the subjective impressions of interviewees. filngings show that households rely on a
combination of own maize stocks and cash purchasesss the seasons. On average,
household maize harvests provide food securityafssut 6 months, but with tremendous
variation between households in this regard. Cogefood security for the rest of the year
depends on generating cash, and in normal circuncessathis occurs either through working
for other farmersganyy or by selling crops like tobacco, groundnuts aongbeans. Cash
transfers totally transform this picture, as reampihouseholds then have a secure monthly
cash flow that can be used for a variety of diffiengurposes (depending on season), and this
makes them ‘cash rich’ compared to non-beneficgametwithstanding the ultra-poverty and

extreme vulnerability that led to them being in@ddn the SCT scheme in the first place.

The third aspect concerned coupon beneficiaries diffierences between them and other
groups in the sample in relation to agriculturaqtices. A first finding here was that coupon
beneficiaries did not appear to differ much frorhastfarm households with respect to any of
the main indicators which might have displayed sdifferences. This is almost certainly to

do with the sheer size of the programme (aimecéah 60 per cent of all farmers), and the
many ways that coupons can get redistributed betvieeiseholds. The second finding is
precisely on the ‘market in coupons’ that microemait theory would expect to arise when
there is a significant gap between the ‘commergate of a commodity and its subsidised
price. As shown in Chapter 5, in Malawi in 2008sthgap was about 80 per cent of the full
price (i.e. the coupon price was only 20 per ceinthe market price). Key informant

interviews, focus group discussions and observasioowed a vibrant coupon market in

241



existence, utilizing innovative means to circumvesqulatory prohibitions concerning the
redemption of coupons. The existence of this manket also supported by quantitative data

in the form of coupons sold by their recipients] @archased by non-coupon beneficiaries.

What was observed in Mchinji in 2008 was already dlitcome of a process of adaptation to
getting cash transfers by SCT beneficiaries. Theyewno longer in the ‘ultra-poor labour

constrained’ circumstances in which they might hstagted, and their basic socio-economic
and demographic characteristics differed littlenfraon-recipients in the overall sample. In

effect, the presence of a secure and continuows tdvcash income meant that these were
households worth residing in by relatives, and otdaptations such as being able to farm
would follow from this circumstance. In other wortieneficiary households attracted in new
household members, therefore had labour with whicbultivate, and also invested part of
the transfer on agricultural inputs. In the fieldwoindividual examples were encountered in
which near destitute households were transformeldetmme amongst the most productive
and viable households in their communities. Itheven in the simulations (see Table 7.18)
that an average social cash recipient householdhegotential to generate 10-15 per cent
‘maize surplus to household requirements’ while -nash beneficiary households were at
potential risk of failing to meet minimum househacklorie requirements, barely achieving 49

per cent of the requirements.

The evidence suggests that genuine concerns abouilative divergence could arise from
continuously providing the same set of householids @ash transfers over several years. It is
not just the level of the cash transfer that isongnt in this (although it seems quite possible
that the Mchinji level has been too generous)sitiso the risk free character of a cash
transfer (as compared to the uncertainties thatagréor all other means of earning cash in
rural communities, except salaried jobs). In gelneraash transfer may enable a real pathway
out of poverty to be achieved for its recipientst then the literature contains little guide to
what happens if you cease such a transfer aftémntarval of time, a decision referred to as
‘graduation’. Conceptually, a family might be cadesied ready to graduate if they can with
confidence satisfy their future minimum food seyunieeds in the absence of the transfer.
However, this idea proves difficult to convert irpoactical guidance due the circularity of
cause and effect involved in the stimulus the femgives to command over resources
(Devereux 2010).
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Chapter 8: Comparing Policies in Terms of Attributes, Coverage and Fiscal Costs

8.1Introduction

This chapter begins the process of drawing thendsraf this thesis together. The preceding
three chapters have examined the agricultural irguinsidy and the Mchinji social cash
transfer programmes separately (Chapters 5 arah@l)the household level effects of receipt
of one or both types of transfer (Chapter 7). Attcome of those chapters is that the two main
approaches to vulnerability being compared eacle flaws as well as strengths, so that they
do not individually provide a sufficient means fpreventing a significant proportion of
Malawian rural households from experiencing extrdimglihood distress, either every year
(in the lean season) or in years of poor harvasts. flaws of the fertilizer subsidy are that
outcome gains may be substantially lower than addinbeakages and secondary markets for
both fertilizer and coupons mean that better ofalrawellers gain more from the subsidy
than the poorer and most vulnerable segments af saciety; and the subsidy represents a
substantial cost to the government budget (to Ipdoexd further in this chapter). The flaws of
social cash transfers are that they are costlgrget satisfactorily; targeting may fail at point
of beneficiary selection; an artificial cap is inggol on outreach by restricting beneficiaries to
10 per cent of households; and continuous recdiptramsfers may create the peculiar
outcome that cash transfer recipients cumulatieelg up better off than non-recipients who

at the start are almost identical in income andtdssels (and vulnerability to hunger).

At various points earlier in this thesis, it haghgointed out that although fertilizer subsidies
and social cash transfers may turn out to exhillitgh degree of complementarity in their
coverage and effects on reducing vulnerabilityy tbempete with each other (and with other
discretionary expenditures) in terms of their cleion scarce public financial resources. At
the core of this competition are two questions: twir@portion of its total budget can the
Malawi government allocate routinely and sustaipabla combination of farm subsidies and
social transfers? And what portfolio of policy apaches within this allocation should be
adopted in order to achieve a reliable reductiothéincidence and prevalence of hunger and

deprivation in Malawi? These questions are explanddiis section.

This chapter also provides an opportunity to cogrsmther types of routine cash transfer in
addition to poverty targeted social cash transfiergarticular, given that around 65 per cent

households obtaining social cash transfers turicocbntain at least one person over 65 years
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of age, it seems useful to include a social pensiien examining the affordability of
different policy options, or combinations of poéisi® The chapter proceeds as follows. The
next section draws together some key comparisohsebea fertilizer subsidies and social
cash transfers that arise, in part, from the evadeand discussion of preceding chapters. This
is followed in section 8.3 by an examination of thedgetary implications of different
policies or combinations of policies. This exercigeelf has three components: an
examination of recent government income and experedin Malawi and the scope it reveals
for ‘fiscal space’ (discretionary expenditure abavevoidable long term commitments); the
evolving toll of the ISP on the government budgetsl the comparison of individual policies
and policy combinations, each of which could cowakly be implemented within the

available fiscal space.

8.2 Conceptual comparisons between fertilizer subsidieand cash transfers

Table 8.1 makes a series of comparisons betwedhz#ar subsidies and cash transfers as
different instruments for reducing vulnerability hanger. The comparisons involve multiple
attributes: mechanism for reducing vulnerabilityjop asset needs, risk reduction, time
horizon, coverage limitations, inclusion and exidas unplanned effects, budget differences,

political dimensions, and rights considerations.

Fertilizer subsidies reduce vulnerability indirgctFollowing the microeconomic logic set out
in Chapter 2, fertilizer subsidies result in higtiertilizer use, higher yields (if agronomic
conditions permit), more output, and lower pric#isis also hoped that seasonal price
instability will be kept within a range that reftsccompetitive storage and trading costs,
therefore ameliorating the high proportion of irfsuént food entitlement that is caused by
high seasonal price volatility. By contrast, casansfers enable food to be purchased
immediately. Local food prices are supported (bytast to the market effects of food
transfers), and the poverty gap between houselaldgpita expenditure and the poverty line

is also reduced.

®This is not because a social pension is partigutzm the current policy agenda in Malawi (it is
mentioned in some quarters and is promoted by rite¥national NGO HelpAge), but in order to
demonstrate orders of comparative magnitude oémdifft policy options, and to place the cost of ISP
into a relative perspective.
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Table 8.1:

Comparative Attributes of Fertilizer Siglies and Social Cash Transfers

Attributes

Fertilizer subsidies

Social cash transfers

Mechanism for

Indirect
* low price increases use
» increased use raises yields

Direct:
 transfer buys food

SEﬁlﬁgglity * high yields raise food security + food prices supported
 increased market sales keep seasonal poverty gap reduced
food prices down
Many:.
Asset and * land to cultivate Some .
-  land, labour, not required
Resource * labour for cultivation

Requirements

- fertilizer responsive varieties
 reliable moisture in growing season

* markets deliver food & basic needs at stable
prices

Risk Reduction
Effects

Farm Livelihoods
» does not remove climate risks
» personal hunger risks reduced

All Livelihoods
» personal hunger risks reduced
» provided food price swings not excessive

Time Horizon

Cumulative Effectghoped for):
» uptake of fertilizer sustained
» complementary technical

Immediate and Linkage Effects
» food insecurity immediately addressed
» cash boosts local economy

re

o

Dimensions improvements (seeds, water) * some investment may occur
» farm output growth secured » protected or increased assets improves futu
+ later phase out possible resilience to shocks
Sectoral Limits More Open
* rural, not urban * rural or urban equally
Coverage + farmers, not non-farmers  farmer or non-farmer equally
Limitations » not landless rural dwellers » coverage determined by targeting criteria
 other limits may be set by targeting 0 narrow. poverty targeting
criteria 0 broad categorical targeting
_ Targeting Weak Targeting Accuracy Varies _ _
Inclusion and ) - » poverty transfers prone to inaccurate targeti
Exclusion ’ mcluspn well-off farmers o ‘elite capture’
» exclusion poorest farmers . :
* pensions typically accurate
Unp!anned Market Effgcts . Unplanned Household Effects
Unplanned » displacement full price supplies . !
* ‘moral hazard
Effects * secondary coupon market » demography changes to suit targeting criter
» external leakages at borders
Budgetary Commitment Budgetary Commitment
Budget » unstable, due to varying world » stable & predictable — pensions
Planning fertilizer prices  stable — poverty transfers if capped (e.g. 10
Differences * rises, due to rise in demand for low targeting)
price fertilizer  unstable with regular indexing to food prices
Farm Lobby
» supported by rich as well as poor Diverse Picture
Political farmers » pensioners can be strong electoral force
Dimensions « reliable constituency in support  the destitute politically weak
 strong political resistance to scaling| ¢ civil society lobbies in favour
down or removal
Social Settlement:
Economic Instrument  social transfers derive from human rights (U
Rights * no rights attached declarations etc.)

Considerations

» can be reduced or removed
» long run goal to phase out

» legislated pension a right
» so far poverty transfers seldom a commitme

or a right

Source: adapted from Ellis (2009, p.3)
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Fertilizer subsidies and cash transfers have diffieasset and resource profiles. Subsidies
require land and labour and appropriate crop vaseto be cultivated. They also require
reliable moisture in the growing season in ordesdbieve the potential increase in yield that
additional fertilizer use makes possible. In sonfiethe literature of the past five years,
vulnerable people owning land and labour are retetio as the ‘vulnerable but viable’,
meaning that they do not lack the capabilities meguto pull themselves into a stronger
livelihood position (Schubert 2003). This is costesd to the ‘vulnerable non-viable’ meaning
lack of land or capacity to work that prevents eyegaent in productive activity. Cash
transfers have no prior asset requirements to aehleeir objectives; indeed, it is precisely
the lack of assets (and especially the labour aghat results in cash transfers being
advocated as an alternative to forms of support tbquire labour such as public works
programmes. However, in the absence of indexabdiodd prices cash transfers do require
stable food markets to be effective in achievingirtfiood security objective for beneficiary

households. This is an important point to whicls thiesis returns in due course.

The risk attributes of fertilizer subsidies andicésnsfers can also be contrasted. As is clear
from much preceding discussion, fertilizer subsidido not eliminate weather-related
agricultural risks. Indeed in certain circumstandbksy can make the losses incurred by such
risks more severe, since the outlay on fertiliz#en at the subsidised price, is not recouped if
crop failure occurs due to drought. In the pad¥vlalawi, and throughout tropical Africa, one
of the problems of fertilizer subsidies has beestigely the degree of climate variability that
means that output failures can still occur irresipef the improved application of fertilizers
(Mellor and Ahmed 1988). Moreover, this risk apglieot just at household level, but at
budget level in central government, where harvadare in the presence of the input subsidy
means that significant public resources have bgmmtswith little to show in terms of
securing citizens welfare in a bad season. On #sé transfers side, receipt of the transfer
immediately reduces the risk of hunger, dependmthe level of the transfer and the stability
of food prices. Since food price risks often steont production events there turns out to be
an interesting inter-relationship between fertiliaese, food output, market management

(including use of imports) and the risk reductiatgmtial of cash transfers for poor familiés.

" The maize market management aspects of maize ipgtability in Malawi are further drawn out in
the final chapter of this thesis.
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The time horizon dimensions of fertilizer subsidmsmpared to social cash transfers also
differ. A fertilizer subsidy has intended cumulatilong run benefits. Indeed, there are few
agronomists or economists who would expect the elefits from such subsidies to be
realised within one crop season. This is becaudgvation practices do not change
instantaneously across all farmers, and the scopedmplementarity between increased
fertilizer use, improved seeds, and improved mamage of soil moisture may take a
sequence of seasons to realise. It becomes a roattareful evaluation of progress made to
determine at what point fertilizer use may havéiited to the extent that the subsidy can be
gradually phased out without impairing yield andput levels (provided there is also the
political will to contemplate doing this). Cash nsfers address food insecurity directly,
subject only to the earlier caveat about food griaed the food purchasing power of the
transfer. However, as shown in Chapter 7 experesitirom such transfers show that food, on
average, corresponds to about 25 per cent of tissr and other goods and services are
purchased, as well investments in small assets ¢higks) made. Therefore multiplier and
cumulative effects can also occur with cash trasséven though these are not the chief
reason for having such transfers. One economicystatimated that the multiplier effect of
the DECT social cash transfer in 2006-07 was 20for every MK transfer MK2.0 net

additional economic activity occurred in the loeabnomy (Davies 2007).

The potential coverage of fertilizer subsidies andial cash transfers differ, with respect to
very poor people. Fertilizer subsidies provide gepbal route to food security for farming
families with access to land. Cash transfers oerdtland can potentially be made to any poor
or vulnerable person: farmer or non-farmer, ruralidan, elderly or young or ill and so on.
Both types of transfer can limit their outreachdayppting selection criteria, but leakages from
target groups are likely to be greater with ferél subsidies due to the emergence of
secondary markets for the fertilizer itself or #@upons that provide subsidised access (or,
indeed, through the sale of the fertilizer abraadn adjacent country which does not have an
equivalent subsidy policy).

In general, fertilizer subsidies are thought tonteak at reaching, or being utilized by, precise
target groups. In social protection terminologgylembody high risk of inclusion errors (the
people who benefit from the subsidy are differemnt the intended beneficiaries) and
exclusion errors (the desired beneficiaries faibéoreached by the subsidy). The same can

also occur with cash transfers, although this gadelot between different forms of cash
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transfer. Thus poverty targeted transfers have mamd difficult to target accurately, even
with strenuous efforts to do so, including the ticmaof new community institutions to make
the selection process as transparent and demoesapossible. On the other hand, once age
registration has been completed successfully {itpaite a difficult task in a country like

Malawi), pensions are typically found to reach digpeople with a high degree of accuracy).

Both fertilizer subsidies and cash transfers hawglanned effects, as identified in various
places in Chapters 5-7 above. In the case ofiftikubsidies, subsidised supplies displace
full price supplies that were already being usedbétger off farmers; therefore the net gain in
fertilizer use (as shown in Chapter 5 for the I8Pignificantly below the use represented by
the programme itself. As already noted here andiqusly, subsidised fertilizers tend to
create parallel markets, they can encourage illégadl impossible to police) cross-border
fertilizer trade, and they can be used on diffe@ops than those intended. Cash transfers
invite a similar array of unplanned effects, althloun their case this tends to occur at the site
of the household rather than in markets. In pddrguhousehold demography is fairly easily
manipulated so if the criteria determining selattfor a programme demands a particular
formation of the household (for example, women Bbay presence of elderly, presence of
orphans) then these attributes can be readily rarietl for the sole purpose of achieving

eligibility.

The budgetary implications of different transfemstihe Malawi case are treated later in this
chapter; however, a few preliminary comments canmaele here in terms of how ‘open-
ended’ budgetary commitments are likely to turn, dat the comparison between fertilizer
subsidies and cash transfers. As shown by the Ma&lase (see further below), the budgetary
commitment of a fertilizer subsidy is unstable. gk®mwn in Chapter 2, if subsidised supplies
are not rationed, then costs tend to rise steepBuccessive years reflecting rising fertilizer
usage at subsidised prices. However, even in teengle of this mechanism, the international
prices of inorganic fertilizers are unstableand a subsidised price that seems affordable
when introduced in a low international price periah double or triple in budgetary cost
when prices in world markets rise. By contrast alocash transfer budgetary outlays permit

greater expenditure stability. This is so most obsly for categorical transfers like pensions,

"8 They tend to parallel the world price of petroleince many of their ingredients are side-prodatts
the petroleum industry.
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where the number of individuals in the populatidmovare above a given age threshold can be
predicted with a high degree of accuracy from cerdata. However, the same applies to
poverty targeted transfers if they are restricted specific population proportion (such as the
10 per cent of the Mchinji cash transfer). Whereshcdransfers can potentially cause
budgetary difficulties is if high food price inflah occurs resulting in pressure for indexation
of the transfer to the food price. In sub-SahardricA indexation has as yet not been
considered as a feasible policy option; excephendccasional small-scale pilot exemplified
by the DECT scheme in Malawi (Devereeixal.2007).

This thesis has several times drawn attention ® phlitical dimensions of Malawi
government stances on different policy optionsutrgubsidies have loomed large in Malawi
politics for decades. They are a popular policyural areas, and claims between political
parties concerning their future are scrutinisedvihgan the press, radio and television, and
the plausibility of electoral promises about theam enake the difference between success or
failure in re-election. Before the 2009 electioor, €xample, the UDF party attempted (as it
turned out, unsuccessfully) to gain an advantage the incumbent president by promising
free fertilizers to all farmers ((ADMIN 2009b, Muma 2009)). This was such an extreme and
unrealistic promise that the electorate were nay®d by it, and went with what they had
already experienced. The DDP government had alrdathonstrated that it was prepared to

provide low cost fertilizers on a widespread nadicstale.

Interestingly, governments that have implementemas@ensions similarly find that there is
considerable political traction in them once they ia place. As Lesotho demonstrates, since
pensions are a legislated entitlement, and sinosigeers can be vociferous in their defence,
a government that introduces them and then mamthieir real purchasing power can turn
this to advantage for re-election. Pensions alsee lthe advantage well known to social
welfare advocates in industrial countries that aefie that is also received by better off
people in society gets a lot more support thantbaeis targeted just to the poor (Pelham
2007, Hagen 2008, Likoti 2008). Unfortunately, payedargeted social transfers do not offer

this political impetus.

In Chapter 2 the rights based advocacy of socisfers was mentioned, as an entry point
that differs from the needs based approach thalstém underlie most policy discussion of
food insecurity in countries like Malawi. Input sudies and different social transfers have
differing rights implications. An input subsidy sshe is a discretionary economic policy
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instrument, and as such has no rights attachedleWécipient farmers may be able to
exercise their power of democratic veto in ordeemsure that the subsidy remains in place,
they cannot claim an entitlement to a productiviesgly of this kind. Any government would
need to reserve the ability to withdraw an inpubssdy if circumstances changed. Cash
transfers can, by contrast, be instituted as righte provision of a pension, for example,
typically requires legislation rather than execetiscretion to be put in place, and once
legislated it becomes an entitlement on the paréw@ryone in society who is eligible to
receive it. On the other hand, poverty targetedh ¢eensfers such as the Mchinji social cash
transfer is not a right or an entitlement. Hithattbas been paid for by external funds, and no
legislative policy commitment to its future fundirfigpm government resources has been
entered into. The same is also true of safety xieemditure on PWPs. These differences are
important for the policy discussion, since somaqgmes (the prime example being pensions)

lock governments into indefinite future obligatipméile other do not.

Summarising this discussion, the comparisons madeable 8.1 reveals quite quickly that
fertilizer subsidies are, or could be, to a considke degree complementary to social cash
transfers. They potentially address different viadbéities, experienced by different social
groups, with different direct and indirect effectand different politics and rights
characteristics. For example, while fertilizer gdies really only help active farmers with
land and labour, and are intended to contributgréevth as well as poverty reduction in the
long term, social pensions provide for those naéorin the active labour force, and they are
not intended to contribute to growth as their pryngoal, even though they may do so

indirectly (via the economic stimulus created bpenxditure of the pension).

It is apparent from the table and discussion tlwaia$ cash transfers possess important
strengths of their own for tackling chronic vulngitdy to hunger that are quite distinct from
the indirect impacts of a fertilizer subsidy. Sodash transfers reach those who are unable to
generate a livelihood due to lack of land or labainey do this directly through the
purchasing power over food of the transfer, theyequally effective in urban as rural areas,
their delivery using electronic methods can be seait low cost, and their budget cost for a
given transfer to a defined set of beneficiariestible and predictablé.The relationship of
complementarity between fertilizer subsidies andiadocash transfer can be depicted, as

" This assumes reasonably stable food prices anshhrather than more frequent adjustments in the
level of the transfers.

250



shown in Figure 8.1, by two intersecting spherelse Dverlap shared by these spheres
represents the degree to which the fertilizer slypbsan provide a reliable defence against
hunger for the poorest members of the farming se@tearly, the larger the overlap, the
more the fertilizer subsidy can be considered asiging a social protection function, and
vice versa the smaller this overlap, the more social casinsfiers are needed to protect

vulnerable citizens from hunger.

The discussion so far has mainly emphasized theesios complementarity between fertilizer
subsidies and social cash transfers in the tagkatécting vulnerable citizens from avoidable
hunger. These two alternative policies also, howegempete with each other. The most
obvious way they compete is in terms of claims @aa@arce budgetary resources. They also
compete in the efficiency with which they providgiaen level of protection from hunger; in
other words, how much does each cost to ensurel@g000 at risk families will securely
meet their minimum food needs in the coming yeand hey may compete in effectiveness:

the reliability with which they ensure that suclotection occurs.

Figure 8.1: lllustrating the Intersection of Fer#ér Subsidies and Vulnerable People

FARM HOUSEH
GAINING FRO
FERTILIZER
SUBSIDY

USEHOLDS
ILNERABLE
TO

proportion of vulnerable people
protected as a result of the
fertilizer subsidy

Source: Ellis (2009, p.4)

It is in this dimension of competition that thedrtrade-offs between the two policies come
out into the open. Fertilizer subsidies are notwidor the heavy demands they eventually
make on budgetary sources, even if they start faamodest initial position (see the Malawi
data below). In terms of Figure 8.1, the more tleatilizer subsidies accrue to better off
farmers, and the less they provide direct or irisaipport to vulnerable people, the higher

the opportunity cost they represent for protectintnerable people from hunger. In addition
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the gains from fertilizer subsidies can prove eleisn the long term; initial success aided by
favourable climate conditions can turn to disappoent when an adverse shock results in
crop failure despite the huge outlays that havenbbeade. If the subsidies fail to moderate
seasonal price instability, then they also faiptotect vulnerable rural populations from one
of the greatest sources of their food insecuritgalfy, despite the widely accepted logic that
input subsidies should be phased out once theiofjatimulating routine use of fertilizers is
done, they are politically exceptionally difficuldb reduce or remove, and this difficulty
intensifies the longer that the subsidies are a&cgl

8.3 Budgetary explorations of different policies

Table 8.2 summarises government revenue and expsndn Malawi over the five-year
period from 2004/05 to 2008/09. Provisional figufes2009/10 are also provided. The table
also contains some GDP trend information, compyisie size of nominal GDP, the share of
current expenditure in nominal GDP, and estimatal GDP growth on an annual basis.
There are several interesting points to make regarthese figures. First, external grants
typically make up 40 per cent of total governmeswenue. Grants comprise general budget
support, project finance and assigned (dedicateditg In recent years, general budget
support has comprised 25 per cent of all grantsthisdproportion is growing (in 2009/10 it is
predicted to reach 32 per cent). Dedicated gramtsaia flows that are assigned for specific
purposes by donors, for example the health sede approach (SWap) which was 19 per
cent of all grants in 2008/09 and support to thédwal Aids Commission which was 16 per
cent of government grant income. Pertinent to thesis, in 2008/09 MK2.8 million was
assigned in this category to maize, fertilizer seed support (a DFID/EU grant), showing

that some donors have been prepared to help gingitt the logistics of delivering ISP.

Second, expenditure has on average been about&piehigher than revenue, showing that
Malawi has kept reasonably tight control of itsregieg in relation to income in the current
era. Exceptions occurred in 2004/05, a food crysar requiring commercial as well as
concessional imports of maize when expenditure Mager cent above revenue, and 2008/09
when expenditure was 18 per cent above revenue.pfilary reason for this, as will be
discussed shortly, was a very substantial overshodhe cost of the agricultural subsidy
programme in 2008/09. For the same reason, irfideat year current expenditure leapt from
22-24 per cent of GDP to 32 per cent GDP. The talde shows real GDP growth in this

period averaging nearly 7 per cent per year, withredicted outcome of 6.7 per cent for
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2009/10. The Malawi economy appears to be in rolowstrall health, and much of this
success is being attributed, rightly or wronglythe fertilizer subsidy. According to the IMF
(2010, p.5) agriculture contributed about 4.3 partof the average GDP growth rate of 6.7
per cent recorded in the period 2005-09.

Table 8.2: Summary of Malawi Revenue, Expendituré @DP Share

Budget aspect 2004-05| 2005-06| 2006-07| 2007-08| 2008-09 Average 2009-10(P
Revenue (MK mn)
Total 84,925| 116,986| 147,632| 176,853| 210,270| 147,333] 257,661
Domestic 56,809| 67,316 84,295 105,700| 134,291| 89,682| 168,773
Grants 28,117 49,670 63,337| 71,153| 75,979| 57,651 88,888
Expenditure (MK mn)
Total 97,215| 120,010| 153,580| 179,397| 247,519| 159,544| 270,153
Current 71,657 93,746| 99,464| 119,186| 200,780| 116,967, 187,581
Development 25,558| 26,264| 54,116| 60,211| 46,739| 42,578 82,572
Nominal GDP (MK mn)| 311,954| 384,174| 464,464 540,053| 631,120| 466,353 760,842
Current/GDP (%) 23 24.4 21.4 221 31.8 25.1 24.7
GDP Growth (%) 3.6 5 7.7 8.7 8.6 6.7 6.7

Sources: Government of Malawi (2007a, 2010b, 20184 (2008, 2009, 2010)

Fiscal space is a difficult concept to pin down #ocountry like Malawi that is so heavily
dependent on donor funding for its government raeeand expenditure. In one sense,
Malawi has no fiscal space at all since the stataldvnot even be able to meet its routine
expenditure commitments if it were reliant on dotieerevenue to do this. For example, in
2008/09 external grants amounted to MK75 billion outotal revenue of MK210 billion (36
per cent). Domestic revenue was MK134 billion. @atrexpenditures excluding the fertilizer
subsidy were MK163 billion, so without external popt there would have been shortfall of
MKS30 billion just in relation to routine expendiag. However, the external grants are in
place, and have been growing in relative importainceecent years. Because of this, the
government does indeed have some room for mangeenee in the short term. In 2008/09
expenditure overshot revenue by MK37 billion. Tbancidentally is almost exactly what the
fertilizer subsidy cost in total that year, but ergiture overruns in other areas also
contributed to the recurrent deficit in that finaicyear (Government of Malawi 2007a,
2010b, 2010g).
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A ‘best guess’ arrived at by inspecting the govesntraccounts for the fiscal years 2004/05
to 2008/09 is that in an average year in the 18@08, Malawi has had scope for discretionary
expenditures of around MK20 billion out of a meatat expenditure of MK160 billion (12.5
per cent). It has chosen to exercise this diseretimost wholly on the fertilizer subsidy. The
aid underpinning of this discretion needs to bet lkepnind, especially with general budget
support reaching MK20 billion in 2008/09 and preedt to amount to MK28 billion in
2009/10 (IMF 2010, p.23). It could be inferred thiz Malawi government is allocating its
general budget support to the fertilizer subsidhpiclv explains the somewhat ambivalent
reactions of donors to the subsidy when it wasduced and in subsequent years (Chinsinga
2007c, 2007a). On the one hand, general budgetosup designed precisely to give
governments more autonomy in their decision malaagr aid expenditures; on the other
hand, this can enable governments to spend moneprogrammes which would not

necessarily have been the priority preferencesefid donors.

The fertilizer subsidy is certainly proving cosittyterms of government resources, whether of
domestic or external origin. Table 8.3 providesada the trend of its costs, as well as its
share of total revenue, recurrent expenditure abéd.AGn nominal terms, the subsidy rose
steeply in value, from MK4.3 billion in 2004/05 MK37.8 billion in 2008/09. The original
amount budgeted for 2008/09 was MK19 billion, bertifizer purchases in that fiscal year
occurred at the height of the 2008 ‘price crisisien fertilizer prices encountered an unusual
price spike due to parallel unprecedented levelshefworld oil price. To some degree,
therefore, the cost of the subsidy in 2008/09 aanelgarded as caused by unusual events. On
the other hand, the trend shown in Table 8.3 isipeéy what the literature cited in Chapter 2
predicts about fertilizer subsidies: that their tsospiral due to political pressure to keep
raising the subsidy proportion, high uptake at fevtilizer prices, and an inability to adjust to

just such unforeseen events as the internatiored pgse that occurred in 2008.

As shown in Table 8.3 the inputs subsidy has aeduarlarge imprint in the Malawi economy
over the past five years. Its share of total gowesmt revenue grew from 5 to 18 per cent, of
current expenditure from 6 to 19 per cent, and DPGrom 1.4 to 6.0 per cent. These are big
figures in a small economy. Even with the predidder cost in 2009/10 (MK22 billion)

due to a fall back in fertilizer prices in interimatal markets, the fertilizer subsidy continued
to represent 12 per cent of current government reipge and 3 per cent of GDP in that

fiscal year.
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Table 8.3: Inputs Subsidy Compared to Governmemdriges and GDP

Fiscal Fertilizer SUENE SUERE S
Year Subsidy Total Curre_nt Total
Revenue | Expenditure GDP
MK m. % % %

2004-05 4,328 51 6.0 1.4
2005-06 6,937 5.9 7.4 1.8
2006-07 9,067 6.1 9.1 2.0
2007-08 15,018 8.5 12.6 2.8
2008-09 37,823 18.0 18.8 6.0
Average 14,635 9.9 12.5 3.1
2009-10 21,861 8.5 11.7 2.9

Source: elaborated on the basis of data contanidd- (2008, 2009, 2010)

It is apparent from this data that the ISP is dlgggogramme, and to the extent that it does
not meet the needs of a substantial proportion alaMian citizens who routinely experience
episodes of hunger, the policy has an opporturoist an terms of other programmes that
could meet those needs more directly. For thisoredise subsidy needs to be viewed as one
amongst a portfolio of policies that tackle vulr®sligy, allowing for debate to take place
about the relative priority and budgetary allocattbat should be accorded to each of them.
The exercise conducted here tries to do this pstwo of the largest categories of potential
cash transfer recipients; the 10 per cent mostevalsie households and older people. The
Mchinji cash transfer represents an incomplete ciimemt on the part of the Malawi
government to provide the latter category with casimsfers, while the cost of a social
pension is interesting to put into the mix in terofists relative magnitude compares to other

expenditures.

Table 8.4 provides some basic coverage, cost adgebshare data for a number of different
alternatives, including the fertilizer subsidy. $table requires a few notes of explanation, so
that known facts are distinguished from plausitdsuanptions, and the basis of the figures

provided can be transparently seen:

(a) the population figures underlying beneficiary dat@ the 2008 census figures of
13,066,320 persons and 2,957,683 households (Goeeatrof Malawi 2008b);

(b) population share refers to individuals for the fwemsion columns, and to households

or farmers for the other three columns, the sanpéeapto beneficiary numbers;
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(c) the shares of the population aged 60+ and 65+sapeilalished for the 2008 census;

(d) for pensions and poverty targeted households, thesfer per month is set at
MK1,500 (just over US$10), irrespective of whethilnis is to an individual

(pensioner) or a poverty targeted household;

(e) the transfer per year is MK18,900 which is MK1,58@nsfer per mo