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Cash Transfers as an Instrument in Fighting Poverty: Some Reflections Based on the Swedish Debate – by Ambassador Sten Rylander, Open REPOA Seminar in Dar es Salaam 27 March 2013
Introduction
The international debate on ways and means to fight poverty has gathered new momentum in recent years and there seems to be an intensifying search for new and more efficient poverty alleviation instruments. It is in this context that renewed focus is being given to systems of social protection and cash transfers directed towards poor people in developing countries. In Africa the debate has also been influenced by the current dilemma which is preoccupying many afro-optimists and development thinkers: Why is it that high economic growth rates in an increasing number of African countries are combined with persistent and high poverty levels and with widening income gaps? Why is economic and social transformation not taking place? Why is Africa different from Asia and parts of Latin America in this regard?
Civil society both in Africa and in some donor countries has played a major role in driving the debate on these issues. The Africa Commission has also been active in the context of AU´s Social Policy Framework for Africa from 2008.
The Swedish background
Sweden has a proud historic legacy of having been in the forefront internationally for quite a long time when it comes to social protection systems with relatively early establishments of government-run pension schemes and a general cash transfer program in the form a child allowances on an universal basis.
In spite of this legacy the present Swedish government is not yet seen as a driving force when it comes to cash transfers and social protection in the context of development cooperation. Those who are driving the debate are primarily the Church of Sweden with support from the NGO community. But even within civil society it has been a fairly late start. The reasons for this hesitation may have something to do with critical views about welfare thinking and of promoting passive recipients. There was a preference for “help to self-help” and for avoiding making people dependent on aid contributions; maybe also a lack of trust in poor people´s ability to deal with money. But with the new and more modern rights-based approach to development it has been easier to accept social security and protection as a key ingredient in the fight against poverty. 
The Church of Sweden is today pushing hard for Sweden to take a stronger and more active role in the international debate. They feel that Sweden ought to be able to support development of social protection as a central element in development cooperation. The case is also made – with support also from some African scholars like Joseph Hanlon – that Sweden, given its legacy in this area, should work for internationally funded social pensions and child benefits.
During 2011 and 2012 the Church of Sweden – in cooperation with the Nordic Africa Institute – organized seminars and published an anthology on cash transfers and social protection in relation to poverty alleviation with contributions from Swedish, African and international scholars and practitioners. It is presently being translated into English. Please find enclosed an unofficial translation of the first introductory chapter “Social protection and development: do we need a rethink?”, written by the responsible project leader in the Church of Sweden, Gunnel Axelsson Nycander.
The African scene
The African debate on these issues has been influenced positively by a number of interesting trial efforts and pilot cases that have taken place in the last few years. More than 20 of such piloting program cases have taken place in at least 15 Sub-Saharan countries and government-run cash transfer programs are expanding. But the structure and design of these programs may differ considerably and in many countries there is still a lack of consensus among national policy makers. The differences of opinion often centre around the issues of universality and targeting or as to whether there should be clear linkages to productive activities. 
What is interesting is that these new instruments – social protection systems and cash transfers – may not necessarily be part of the traditional aid machinery. They can be owned and designed by the governments and peoples themselves in a more homegrown way and also be financed without substantial donor funding. With strong African leadership and trust in the people receiving the transfers it is possible to come a long way in fighting poverty with less donor dependency.

The Africa Commission has played a leading role in pushing the debate forward and to promote a better cooperation between AU Member States governments and civil society. At an AU sponsored conference in Livingstone, Zambia, in March 2006 a Declaration was adopted regarding cash transfers and social protection. This lead further to the adoption of the AU African Platform for Social Protection in 2007.
Some African results and experiences so far
Looking at the experiences gained so far from on-going programs and pilots there are some common features when it comes to the positive influences of cash transfers and social protection systems:
· They improve the human capital (nutrition, health, education)
· They facilitate change and productive activities

· They help improve credit savings and relax liquidity constraints

· There is a better ability to deal with risks and shocks; an insurance element is built up through regular and predictable cash transfers

· They relieve the pressure on informal insurance mechanisms and help reduce the burden of social networks

· They strengthen the local economy through multiplier effects

· In many cases they help facilitate climate change adaptation

· They promote an onward movement and development from protection to production (P to P)
One of the most interesting pilot efforts in recent years was carried out in Namibia in Otjivero village, Omitara District, 2008-2009: the Basic Income Grant Pilot Project (BIG). The planning and design of BIG took into account Namibia´s particular characteristics: they have one of the highest levels of income inequality in the world (0,743 gini coefficient); unemployment increased from 37% in 2004 to 51,2% in 2008; 25% of the population are subjected to severe hunger; 4000 whites control 60% of the productive land and on-going land reform is slow; 62% of the population earn less than USD 1 per day. BIG is a coalition of civil society, churches, trade unions, youth organisations etc with respected Bishop Kameeta as Chairman.
All people in Otjivero below the age of 60 years, almost 1000 persons, received a cash grant of 100 Namibian Dollar (ND) per month during the two years 2008 and 2009. After 60 years people benefit from the national government pension scheme (500 ND per month). Thus the design was not complicated; it was a universal contribution without targeting. After the two years the over-all assessment noted significant positive changes and impact across the board: poverty levels decreased; food security and hunger were substantially reduced; health improved including the HIV/aids situation; education also improved significantly (school fees paid, uniforms provided, better school attendance and learning); unemployment went down from 60 to 45% and business activities increased; even crime went down and alcohol consumption remained more or less the same.
No decision has yet been taken to roll out BIG on a national scale. Given Namibia´s limited population (around 2 million) a national BIG may be affordable. Financing would amount to some 1,2-1,6 billion ND representing 2,2-3% of GDP or 5,7% of the national budget. The political leadership has been divided. President Pohamba and then Prime Minister Nahas Angula have taken a conservative and negative view, whereas the then Minister of Industry Hage Geingob has been supportive and in favour. Recent changes may change these dynamics: Geingob is now again Prime Minister and is likely to succeed Pohamba as President.
Some key issues to be considered
A main area for consideration is whether cash transfers should be universal and national or more limited in scope through targeting in one form or the other. This is partly linked to the question of affordability and to the size and complexity of the countries concerned. Universal programs without targeting would be easier to manage and might therefore be preferable. A country like Namibia with a limited population would be in a position to finance a universal program on a national scale. On the other hand this may be more difficult in a country like Tanzania with more complexity and less financial resources. In such situations it might be possible to target a few poor districts in poor regions.
Another choice to be made is whether there should be a clear linkage between cash transfers and productive activities. FAO and WFP have tried out various forms of voucher systems related to agriculture. But the administration of such systems is more difficult and needs more managerial and financial resources. And it is worth noting that more general and universal programs will have a positive impact on employment and productive activities anyway.
There are of course a number of other variables and factors that can be considered. One common view is that cash transfers – in order to try to reduce costs – should be limited to child allowances and that payments should go to the mothers, since women tend to be more responsible than men.
An important technical issue is how to distribute the money in cash transfer programs. The use of mobile phones has spread very rapidly in Sub-Saharan Africa, not least in East Africa, and they are increasingly used for financial transactions. Google estimates that there will be more than one billion mobile phones in Africa already in 2016. In Kenya alone 15 million Kenyans (one third of the population) got financial services in 2012 through M-PESA and Safaricom! In Tanzania the total number of registered mobile customers surged from 14 000 in 2008 to more than 20 million in November 2012. The number of monthly transactions increased from 1,9 million in 2010 to 48 million in September 2012; and the value of such transactions increased from Tsh 1,4 million in 2007 to Tsh 1,7 trillion in 2012. For the month of September 2012 alone, the value of mobile money transactions in Tanzania was about 14% of total deposits held by the commercial banks.
Relevant international developments

During the last couple of years the issues of social protection and cash transfers have received increasing attention in the framework of the UN and other international organizations. They are also expected to figure more prominently in the context of the new multilateral development goals which will succeed the present MDG´s as from 2015.
In April 2012 the World Bank adopted an ambitious strategy on how to expand the support to social security systems.

In June 2012 the ILO adopted a general recommendation about developing basic social security systems in all countries.

On 15 October 2012 EU´s Development Cooperation Ministers agreed on Conclusions about increasing the share of EU´s aid budget going to the development of social security systems. It was based on a communication from the European Commission to the European Parliament, the Council, the European Economic and social Committee and the Committee of the Regions: “Social Protection in European Union Development Cooperation”.
In October 2012 the UN Committee on Food Security (CFS) adopted a recommendation about how social security systems best can be used to alleviate hunger. This was done on the basis of an Expert Report and a presentation by the World Bank Chief Economist for Human Development Ariel Fiszbein, who had this to say: “Social security systems are not a luxury that countries can make room for when they have become rich. It is a precondition for countries to be able to grow and develop”.
Just before the CFS meeting a presentation was made of a common proposal “Global Fund for Social Security” by Olivier de Schutter, UN Special Representative on the Right to Food, and Magdalena Sepulveda, UN Special Representative on Extreme Poverty.  The idea is to have the Global Fund as an reinsurance mechanism in cases of taxes falling away or of increased costs due to natural disasters, rapidly increasing world food prices or falling commodity prices.
One of the reports that are being considered in the on-going process of establishing the new global development goals is entitled “Resilient People, Resilient Planet – a Future Worth Choosing” making the case that all people should have access to social security.

The recently released 2013 UN Human Development Report points out “cash transfer programs in Brazil, India and Mexico as examples where developing countries have pioneered policies for advancing human development, noting how these efforts have helped narrow income gaps and improve the health and education prospects of poor communities”.

Conclusions

It is obvious that a new dynamic stage has been reached in the debate on social protection and cash transfer programs, both internationally and on the African scene. And it is likely that these issues will figure more prominently in connection with the on-going discussions about the new multilateral development goals beyond 2015.
What is needed is stronger African action at the political leadership levels with increased willingness to embark on concrete programs in good cooperation with civil society. Cash transfer programs can be a major instrument in fighting poverty more successfully – and this at a time when the present more positive growth scenarios need to be complemented by economic and social transformation and lessening income gaps. Such programs can also be used to promote African ownership and a reduction of aid dependency.
On the side of the international donor community, especially among bilateral donor agencies, there seems to be a need to take a stronger and more positive and constructive interest in the notion of cash transfers as a means to fight poverty. Even if the consequence will be that traditional aid funded projects will be out of fashion. Cash transfer programs owned, managed and financed by African governments and/or civil society should be a good objective to go for.

