EXCERPT FROM FS SERIES #8: RURAL AND AGRICULTURAL FINANCE FOR FOOD SECURITY

D4. Case 4: Dowa Emergency Cash Transfers Replace Food Aid during Transitory Food Crisis in Malawi[footnoteRef:1] [1:  Extracted from Davies, Simon. (n.d.) Making the Most of It: A Regional Multiplier Approach to Estimating the Impact of Cash Transfers on the Market. Concern Worldwide (Malawi).] 

In response to a food and livelihoods crisis in Central Malawi, with funding from the U.K.’s Department for International Development, Concern Worldwide implemented the Dowa Emergency Cash Transfers (DECT) project. DECT provided cash payments (as an alternative to providing food aid) through innovative technologies and methodologies to relieve households that had suffered from loss of income due to a severe localized harvest failure. The Famine Early Warning System Network estimated that farming households lost 40 to 100 percent of their crops, and warned that some areas would require emergency assistance. Cash payments, distributed through smart cards, varied according to household size and were indexed to the price of maize to account for price fluctuations. Cash transfers helped DECT participants invest in agriculture and livestock, spend more time working in their fields, and afford essential health care. At the market level, the participants’ purchasing power stimulated local markets and trade, and had a beneficial effect on rural labor markets.

The DECT project demonstrates the potential role of rural financial providers and the use of technology to facilitate cash transfers in emergency food security contexts, specifically, the use of smart cards, biometric recognition, mobile banking, and alternative access points for rural financial institutions to reach food-insecure communities. 

D4a. Objectives
The DECT project had three objectives:

1. Enable more than 10,000 households in the Dowa District to obtain their missing food entitlement for five months (December 2006 through April 2007) by providing direct cash transfers.
1. Develop and refine methods for the delivery of cash transfers in emergency food security contexts, including mobile banking and the use of technology (e.g., smart cards and biometric recognition) for beneficiary registration and verification, and draw lessons regarding these methods for longer-term social protection programming.
1. Explore market responses to cash transfers in rural areas and draw lessons for potential market enhancement programs and longer-term social protection programming.

D4b. Approach
DECT used cash transfers to reach 10,000 Malawian households to cover their food entitlements for the 2006/2007 hungry season. The program used smart cards activated by fingerprints to disburse payments once a month for the five-month intervention. The program mapped pay-points throughout the project area using criteria of convergence and convenience. On a pay day, people assembled at the pay-point and money was disbursed from a four-wheel-drive vehicle that served as a mobile bank.

The cash transfers were adjusted to household size (small, medium, and large); larger households received larger transfers. The transfers were index-linked and adjusted to food prices in local markets. Linking cash transfers to local food price indexes ensured that DECT participants had enough money to meet their missing food entitlements every month, regardless of fluctuations in food prices. The project disbursed only cash, unlike other projects that offered cash and food aid. The program found that people preferred cash transfers to food aid when local food markets were working, because cash allowed participants to meet their food and non-food needs.

The program targeted women as primary beneficiaries, based on the assumption that women generally use cash transfers for feeding children and caring for the family, not for their personal needs and wants (as more men do). At pay-points on pay days, participants spent most of the time sitting and waiting for their turn to collect their cash. This provided an opportunity to raise awareness on issues in the community, mostly related to financial management and health care. DECT hired local musicians to compose songs and a drama group to devise plays that communicated educational messages on topics ranging from safekeeping of smart cards and how to use DECT cash to increase participants’ knowledge about HIV and AIDS, nutrition, family planning, and winter crop preparation.

D4c. Results 
A survey at the end of the project showed DECT had several positive results:

1. Provided food security for more than 10,000 Malawian households, covering their missing food entitlements during the 2006/0707 hungry season. Food consumption rose across all age-sex cohorts, with an immediate increase in meals per day across all households by as much as 40 percent for adults in female-headed households. Over DECT’s five-month period, 64 percent of cash transfers were spent on food and 36 percent were spent on non-food items, such as health care and education.
1. Smoothed household food consumption, avoiding the need to adopt dangerous coping strategies such as incurring debt, selling productive assets, or harvesting crops prematurely.
1. Boosted purchasing power of beneficiaries, which also had marketplace impacts in terms of increasing sales volumes by traders, opening new markets, and creating jobs.
1. Contributed to household time and labor savings, especially for females, who had money to buy maize and pay for its milling. Women indicated that when they received maize as food aid, they spent much of their time pounding it to produce flour.

D4d. Key Findings and Lessons Learned 
The DECT project concluded with three core lessons learned:

1. For emergencies and social protection programming, a “social minimum” standard of living should be calculated to ensure a constant entitlement to basic food and non-food items. Cash transfers should be used to protect the poor from dropping below that minimum. 
1. DECT missed an opportunity to sensitize smart card holders to possibilities of accessing savings and other banking services after the project ended in April 2007.
1. To improve the efficiency and use of smart cards (at $5 each), mobile banking, and technology (e.g., the biometric database of participants), it would be beneficial to link them with other social transfers, such as fertilizer subsidies, and education and health waivers. Links with private-sector uses, such as savings and loan payments, would also be beneficial.

D4e. Prerequisites for Replication
The DECT project was designed in response to a transitory food crisis that resulted from a localized harvest failure. The project was effective in Malawi because food markets were functioning, but would probably not work in an emergency situation in which the lack of food is more widespread or where markets are not generally working. In such cases, direct food aid would be more appropriate. 


