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Foreword

In recent years, severa Latin American countries have followed the pioneering
example of Brazil's Bolsa-Escola programme and developed minimum income  support
schemes linked to school attendance by the children of recipient households. Although
teking a variety of forms in the numerous cities where they have been introduced, these
schemes have become increasingly popular, and have excited interest from various other
parts of the world.

Detalled empiricd evaduations, some caried out within the ILO, have shown they can
have a series of pogtive results that meke them into a red "win-win" type of policy. In
addition to being an effective way of reducing poverty and engbling the children of poor
and vulnerable households to attend school, they adso assist poor families to develop a more
effective work-oriented lifestyle. Most notably, they enable women, the primary recipients,
to increase their labour force participation, while reducing the incidence of child labour. In
short, these programmes offer an agpproach to promote the economic opportunity, to
facilitate the empowerment, and to enhance the security and dignity of poor households at
one and the same time.

Within the context of preparations for the Third United Nations Conference on the
Lesst Developed Countries, the ILO and UNCTAD edablished an Advisory Group to
examine the dedrability and feesihbility of introducing smilar schemes within African least
developed countries (LDCs). It is clear that there is a need for innovative policy ideas in this
context and this gpproach could be a vauable pat of the internationd community’s
response to African poverty and economic insecurity.

The Advisory Group brought together distinguished specidigts from Africa, Latin
America and dsewhere. It is fully recognized that there are economic, structural and socid
differences between African LDCs and Latin America. Perhaps the most notable differences
of rdevance are that the African LDCs are far more rurd, and with very low income levels,
domestic resource mobilization is, for the moment at lesdt, tightly constrained. Many
African LDCs are dso blighted by the terrible tragedy of AIDS, which is having corrosive
effects on household and family structures, as well as on the education system.
Nevertheless, the ILO-UNCTAD Advisory Group beieve that such schemes - which we are
cdling MISA (Minimum Income conditiond on School Attendance) schemes - could have
strong positive effects in these countries and are financidly feasible.

It is important that the implementation of MISA programmes be carefully adapted to
national circumstances and priorities. Accordingly, we would like to propose that a pilot
te, or severd pilots, should be launched, with the backing of a donor country or multi-
donor fund, so that in one or more African least developed countries which express interest,
the MISA approach could be introduced, monitored and evauated during the next three
years.

The sooner such an initiative can be launched, the better. It is something practicd,
feedble and degperatdly needed. It is an example of inter-agency cooperaion and inter-
regiond exchange of experience oriented to the reduction of poverty, misery, economic
insecurity, child labour and women's low economic Status. It can be an integrd element of
poverty reduction drategies and pat of a practicd partnership to achieve internationd
development goals. Let usdoit!

Rubens Ricupero Juan Somavia
Secretary-Generd Director -Genera
UNCTAD ILO







Executive summary

In some Lain American countries, an innovative gpproach has been introduced to
reduce poverty, to enhance the human capitd of the poor and to combat child labour.
The gpproach involves providing a minimum income to the poorest and most vulnerable
families, conditiond on regular school atendance by dl their children of school going-
age. This Report is the product of an Advisory Group, brought together by ILO and
UNCTAD, to discuss the dedrability and feeshility of gpplying this gpproach in
African least developed countries.

The Report agues that there is a drong judification for gpplying the MISA
approach in African leest developed countries in order to achieve both education and
poverty reduction objectives.

Mogt Africen LDCs ae currently off target in terms of the achievement of
internationd  development gods in the fiedld of education. MISA is a necessay, though
not sufficient, pat of a drategy to achieve gender equdity in educaion by 2005, and
universd primary education by 2015 in African LDCs Direct private costs of school
attendance for a sample of African LDCs were, on average, dightly more than twice the
levd of public recurrent expenditures per pupil in the 1990s. Moreover, households
sending their children to school have to bear Sgnificant opportunity codts, in terms of
the income foregone arisng from the reduced availability of child labour. These can be
esdimated as aout 35 per cent of average rurd incomes and are generdly more than
twice the levd of public recurrent expenditure per pupil in African LDCs Poor
households are not sending their children to school as they cannot meet these cods.
Measures are required to reduce the costs of educating children to poor households to
ensure that the benefits of necessary supply-Sde policies to improve education reach the
poor, and thus to achieve Schoaling for All.

The cash grant compensates the family for the direct and opportunity cost to the
family of sending the children to school, and thus increeses school enrolment and
attendance. The demand for education crested by the cash grant can aso generae an
improvement of the qudlity of education and may leed to lower repetition rates It is dso
an empowerment mechanism for the poor families to the extent that it improves their
participation in the educationd system.

MISA programmes not only support the achievement of educationd objectives, but
dso can make a mgor contribution to poverty reduction. They contribute to poverty
reduction through: (i) the immediate poverty-dleviating effect on the household budget;
(i) the long-term effect on building up the assats of poor households in terms of humaen
capitd, which is important for both poverty reduction ad growth enhancement; and
(ili) the wider short-term poverty reduction effects of the cash transfer which occur
through the direct effects of the income and security provided by the cash trandfer, the
multiplier effects of the cash injection on the locad community, changes in the sense of
atizenship of poor and exduded groups increesed socd policy coordingtion  and
enhanced gender baance. The last effect occurs when mothers are the recipients of the
cash transfers.
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MISA programmes give poor and vulnerable households more room for manoeuvre
in their livdihood drategies. They hdp to prevent households and communities from
becoming enmeshed in dientdigic and paendidic practices drengthening their
autonomy. The poor ae usudly exduded from forma credit and insurance markets and
informa safely nets are imperfect, paticularly in the face of common risks. Moreover
the poor can face ladbour market exduson owing to manutrition. In this Stugion, the
MISA approach can endble household members to get out of counter-productive rise
management  drategies which lock them into low-risklow return  activities, diminish
specidization and lower the degree of marketization of the economy.

In short, MISA programmes offer an agpproach to promote the economic
opportunity, to fecilitate the empowerment, and to enhance the security and dignity of
poor houscholds a one and the same time As such, they provide a poweful and
innovative gpproach which can be integraied within poverty reduction drategies to hep
achieve ther gods.

The cogt of implementing a MISA programme in an African LDC will depend on
the design chosen and scope. For a “barebones’ programme, which merdy seeks to
close the gep between the gross enrolment rate and the net enrolment rate, the totd costs
per country are generdly under US dollars 50 million per year, and for 14 out of a st of
22 LDCs the annud cods ae under US dalars 30 million. For a larger programme
which takes more explicitly into condderation the poverty reduction objective by
targeting a subdantid decresse in the percentage of the population living bedow the
poverty line in the short run, the totd costs per country are necessarily higher. For 7 out
of the 22 LDCs the anud cods ae under US dollas 50 million per year, and for
further 6, they range between US dollars 50-100 million per year. The improvement to
household budgets which results from the cash trander associated with this expenditure
can be expected to reduce the average incidence of poverty in the set of 22 African
LDCs ggnificantly. Another potentid benefit of the fuller programme would be to keep
in primary school dmogt 10 million students who are currently dropping out.

Given present condraints on domedtic financing, MISA programmes must largdy
be funded, a least in the initid Sages through internationd sources of finance. Debt
relief offers one possble source, but the enhanced HIPC initiaive opens up insufficient
fiscd gpace to provide a viable source of finance. Thus MISA programmes mugt largdy
be funded by intenaiond ad, probably through a multi-donor funding process.
International socid funds to support Africa ae currently being proposed and MISA
programmes could fit logically within this framework.

The implementation of MISA programmes needs to be carefully talored to locd
cdrcumdances and to respect locd priorities MISA programmes can contribute to
cgpacity-building and  drengthen  inditutiond  frameworks in an  innovdive way in
Africen LDCs Attention to these potentids should be pat of the progranme design,
induding through leaming and information-sharing between developing countries  and
regions. In order to be successful and effective, the MISA initigtive requires policy
coherence among sectors and joint efforts a the nationd and internationd levels.

MISA is not meant to be conddered in isolaion, or as a sand-done solution to
povety and education problems, or to ether of them. Rather, it should be seen in the
context of the exiging devedlopment and poverty eradication dtrategies of the country. In
this sense, it should be integrated with the PRSPs and be seen as a complementary
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draegy to the full achievement of the Schooling for All action plans, launched in 2000
for Africa. Other initiatives that cross cut the issues addressed by MISA on a wide bass

would benfit from linking up with this proposal.

It would be worthwhile to initiste a pilot project in sdected Africen LDCs to
examine benefits, trade-offs, costs and implementation options in prectice A proposd
for doing this in three African LDCs over the next three years would cost about US$3
million. This would be coordinated by the executive agencies - ILO and UNCTAD -
with possible involvement of other specidized UN agencies.

Xiii






Introduction

Economic growth in the leest developed countries (LDCs) as a whole was fagter in
the 1990s than in the 1980s. But red GDP per capita in the LDCs grew a only 0.9 per
cent during 199098, and excluding Bangladesh, & only 04 per cent. Thirty-two LDCs,
induding most of those in Africa have ether rddively fdlen behind the other
developing countries in terms of per capita income, or have experienced absolute
deterioretion in living sandards, during 1990-98. Twenty-two LDCs have been stagnant
or in economic regress during the same period, and in deven of these, dl of which have
experienced serious amed conflicts and internd  indability during the 1990s, red GDP
per capita has been declining by over 3 per cent per annum over this period.

Daa on povety ae pachy, but avalable datidics show that about 75 per cent of
the population of the LDCs live on less than $2 per day. Economic growth over the
1990s has been too dow in most LDCs to make a dgnificant dent in high rates of

poverty.

The LDCs have undoubtedly made some progress in a number of socid indicators
during the past two decades. But on average the gap between the LDCs and other
developing countries has grown gpace. Primary school enrolment remains very low. The
gender ggp in education in LDCs is much gregter than that in other developing country
groups, and the difference seems to have widened subdantidly during the lagt two
decades.

It is evident that nationd policies and internationd support for them will have to be
much more effective over the next ten years. Most least developed countries are
currently engaged in preparing Poverty Reduction Strategy Pepers (PRSPs). These have
a drategic framework of three years. The policies within them, and the internationa
support which they receive, are vitd to the achievement of internationd development
gods.

This report is a contribution to international and nationa policy efforts to reduce
povaty and to achieve other internationd development gods within the framework of
PRSPs. It examines an goproach which can Smultaneoudy contribute to the following
targets.

»  Reducing theincidence of poverty by hdf by 2015
= Achieving universd primary education by 2015
= Eliminaing the gender gap in education by 2005

The gpproach involves the gpplication of a spedfic indrument - the provison of
cash tranders (minimum income) to poor and vulnerable families conditiond on their
children atending school - with a view to achieving both educaion and poverty
reduction objectives. This gpproach has been successfully goplied in a number of Latin
American countries. The purpose of the present report is to address issues concerning
the cods, bendfits, trade-offs and inditutiond options in implementing the goproach in
poorer countries. Specificaly, it assesses the dedrability and feeshility of the approach
in African LDCs.




Drawing in paticuar on the very successful experience of the Bolsa-Escola
scheme in Brazil, the report seeks to extract the generic features of the MISA gpproach
and to condder how these can be adapted to the redities, and fit into the priorities, of
African LDCs. Topics addressed include: the lessons of the Lain American experience
(Chepter 1); generic features of the MISA gpproach (chapter 2); the judtification for the
goproach within the context of African LDCs and in rddion to poverty reduction
draegy paper (PRSP) targets and the achievement of international development gods
(chepter 3); issues reaed to the vaue of the education cash grant and the groups
towards which it should be targeted (chepter 4); Smulations of the totd costs and
benefits of implementing dternative MISA programmes in African LDCs (chepter 5);
possble financing sources (chepter 6); and findly, various implementation principles
and options (chepter 7). Appendix 1 presents illudraive examples of the MISA
approach in three African LDCs: Mozambique, Senegdl and Tanzania

The report is intended as a resource for those who wish to consder the application
in the LDCs of schemes which have been elaborated in more advanced deveoping
countries. In short, it addresses the what, why, who, how, and how much of MISA
programmes. It dso provides a bass for daborating a multi-country programme, which
can tes and refine the approach on a pilot bass in a number of Africen LDCs.

Appendix 2 presents a programme proposd.

This programme proposal conddts of a pilot scheme to be implemented in a leest
three African LDCs over the next three years, to examine bendfits, trade-offs, costs and
implementation options in practice. The outcome of the project will be to provide
information on how the MISA agproach can contribute to poverty reduction and
educationd gods of the LDCs The pilot progranme can adso demondgrate how the
goproach can be gpplied on a wider scde both within the countries concerned and in
other LDCs, over the tenyear peiod of the Globa Programme of Action for LDCs
which will be findized a the Third United Nations Conference on Lesst Developed
Countries, in Bruxelles, to be hdd on May 14-20, 2001.




Chapter 1
Some Latin American antecedents

Povety and socid exduson ae a widesoread and profound problem of globd
proportions (UNCTAD, 2000 and World Bank, 2000). To dleviae the plight of the
immense contingent of poor, severd initigtives to extend and improve socid protection
in these countries have surfaced, some of which ae inspired by the concept of
guaranteed income. Minimum income progranmes which may be tied to school
atendance by poor children of school age are particularly attractive because in addition
to reducing poverty they increese educaiond atanment and contribute to the
dimination of child labour.

Severd Latin American countries, like Brazil and Mexico, have been pionears in
extending minimum income support sSchemes in adeveloping country context.

11 The Brazilian experiment: the Bolsa-Escola Programme

The forma of a guaranteed minimum income tied to compulsory school atendance
was initidly implemented successfully in Braglia Brazil Federd Didrict, in 1994. This
progranme covered 26,000 families some 80 per cent' of the potentid target public,
cdculated according to the povety line of one hdf the minimum wage per capita
(US$38). For the firg time in Brazil, a socid progranme had reached the scde and
coverage needed to generate a red impact on the poor population higoricdly
overlooked by public polides The monthly alowance of one minimum wage (R$130 or
US$76), a direct monetary income trandfer and a high figure according to Brazil's socid
assdance policy sandards (traditiondly based on in-kind digribution of foodsuffs and
patronizing “protection”), made it possble to retrieve ten thousand families from acute
poverty, hdped taget socid spending on measures to combat poverty (Lavines, 1998),
expanding ther redigributive impact (between 1995 and 1997, the per capita amount
increesed from R$113 or US$78 to R$279 or US$I68, whils per capita sodd spending
remaned aound R$450, or U$S 281), reduced the school drop-out rate to zero among
pupils receiving the school grant, and reduced their repetition rate to beow the average
for the nationd cepitd as a whole. All of this was achieved with less than 1 per cent of
the Federd Digrict’s annua budget dlocation (Lavinas, 2001).

In view of the highly saidfactory results and low operaiond cos, and in the
absence of negative trade-offs that often have an adverse effect on the efficiency of
socid programme, the Federd Didrict's Bolsa-Escola or School Grant Programme has
become something of amodd in Brazil.

! This high degree of coverage is due to the fact that digibility criteria for the Programme excluded
families who had lived in Brasilia for less than five years, as a way of avoiding “importing poverty” from
neighbouring municipdities.




Currently, one hundred municipdities have replicated this decentrdized approach?
One of them is Recife, cgpitd of the date of Pernambuco, in Northeest Brazil, where
povety indexes ae among the highest in the country. The Programme designed
smilaly to the one applied in Bradlia, was launched in 1997 and served up to 2000
some 1,600 poor families. Its target group was defined as families with a monthly per
capita income less than one-third the minimum wage (R$40 or USB24 a the time the
Progranme was edtablished) and with children of primary school age (7-14 years). The
family aso had to have resded in Recife for a least five years In addition to the above
criteria, priority was given to families with children not enrdled in school because they
had to work, with manourished children monitored by the public hedth sysem, with
children under so-cdled socid protection messures (Articde 101 of the Satute for
Children and Adolescents), or with adolescents subject to sodo-educetional  measures
(Artide 124 of the Statute). Likewise, preference was given to families with more
dependants, elderly members, or dissbled members who were incgpable of providing for
themsdves and where the head of the housshold was a woman or one of the
grandparents.

The monthly <ipend amount was cdculaed on the bass of the number of
children. One-hdf the minimum wage was provided to families with only one schook
age child, and one minimum wage® to families with two or more children enrdled in
and dtending school. Payment of the school grant was suspended when  atendance
dropped bdow 90 per cent by one or more of the children. If atendance returned to
norma, payment of the dtipend was resumed.* Payment was dways made in the
mother’'s name, in both femde sngle-parent and nuclear families, as a way of ensuring
amore efficient alocation of this resource.

Funds dlocated to the Programme came from the municipa budget. Annud
spending on the school grant was esimated & some R$L7 millions or US$933000 in
1999. This represented only 0.3 per cent of total budget spending.

An indepth evduation jointly caried out by ILO? Inditute of Research in Applied
Economics (IPEA) and the World Bank, showed that the Bolsa-Escola Programme has
contributed to the breskdown of mechanisms which excdlude the poorer students® Bolsa-
Escola commited families to ensuring that their children attend school and, a the same
time, obliged the schools to keep on students who would otherwise have been a a high
rik of dropping out. Without the Programme, these children would probably have
tuned to other ways of “geting by in lifé’. Through the Programme, the State
guaranteed de facto universdization of primary education by desctiveting traditiond
mechanisms of expulson.

2 Brazil has some 5,600 municipaities, or counties.

® The minimum wage in 1997 (R$120) was the equivaent of approximately US$73 in December 1999.
* However, retroactive payments were not made to cover the period during which the child's school
attendance was below the required minimum.

5 Brazil Regiona Office and the InFocus Programme on Socio-Economic Security, in Geneva

6 Lavinas, L., Barbosa, M.L., Tourinho, O. et al., 2001.




The Bolsa-Escola Programme was well receved by both teachers and school
principas, who consdered that the Programme reinforced their work as educators. One
mgor conduson was that the school inditution played a centrd role in implementing
an income trandfer policy by making school atendance mandatory. Some  schools
succeeded in bringing the performance of ther poorer students up to that of ther
classmates who were dightly better off socio-economicaly. They got dso better results
from the pupils with school grants than these same pupils would have produced in other
schools or with other teachers.

It was dso obsarved that the Programme did not discourage parents from
working. On the contrary, non-gtipend family income increesed dgnificantly during the
fird year the families were in the Programme, despite the fact that these families were
deding with extremdy adverse conditions in accessing the labour market. Over 50 per
cent of the adults gpplying for the Sipend and ther spouses were illiterate or bardy
literate, which redricted ther chances of competing for work. Despite such
disadvanteges, the occupaion rate increesed and the minimum economic  Security
threshold of the benefidary families improved, within a context of economic recesson.
Thanks to the monthly gipend, more than two-thirds of the families in the Programme
were able to rise above the poverty line and to reduce ther degree of vulnerability.
Extreme poverty decreased, dthough it was not totaly iminated.

Fndly, the Bolsa-Escola Programme dso had postive effects on the incidence
of child labour, in that Bolsa-Escola students tended not to be engaged in paid work.

12 Progresa: the Mexican three dimensional programme

Mexico has dso adopted measures to combat extreme poverty that are Smilar to a
minimum  income progranme.  The bendfits pad to families ae of two types
educationd dipends and food supplement support, and both require tha the
bendficiaries fulfil severd conditionsto participatein the programme.

The mogt important programme is Progresa, the ndionad programme of education,
hedth and food, that ams to improve the living Sandards of 4.7 million poor,
predominantly rurd families (28 per cent of the population). Progresa ams to farmulate
“an integrd response to reverse the privations of the population living in a Studion of
abject povety” (ibid, p. 40). The condition required for the grant to be mantaned is
that children attend a least 85 per cent of the classes given during the school year. It
dated in 1998, and, to dae has reached 2.6 million families in 2100 municipdities in
the Mexican dates (Secretaria dd Desarolo Socid, 1999, p. 397). The support is in the
form of monthly payments to each child atending the third dementary year to the third
secondary school year. This monetary aid for each child is supplemented by a sat of
actions to support the family in the hedlth and food area.

One of the interesting festures of this programme is that the vadue of the
scholarship is rased as the student advances gradudly risng from a monthly vaue of




$5 in the firg year of dementary school to $32.8 in the last year of secondary school.’
The purpose of this is to reduce the risk of students dropping out of school as they
progress through the grades and as other activities compete with educetion for ther
time The vadue is dso increased by 20-25 per cet for girls enrolled in secondary
school to compensate for their higher dropout rate due to the pressure arising from the
gender divison of work. In Mexico, unlike Brazl, the school performance of girls is
lower then thet of boys, as aresult of sexist discrimination in the family.

The Mexican government edimaes that this scholarship raises the household
income to more than 15 per cent aove the income level that would be reached with
child labour.

In addition to this monetary bendfit, grantees dso receive school maerid andor
resources to acquire them. A hedth plan is dso pat of the progranme, amed a
avoiding child manutrition and promoting preventive hedth care for children of school
age through scheduled hedth dinic vigts for each family. Families with undernourished
children from four months to two years of age have preferentid trestment in receiving
food supplements as do women with difficult pregnancdes. To fight nutriion and
encourage a more diversfied diet, al poor families in the Progresa progranme are dso
provided with a monthly food grant of US$13.14.

The totd monthly benefit awarded to each family is however limited to a maximum
vdue of USH30 dollars. Poor families without children or with children outsde the
sdected age group only receive the monthly food grant. The overdl average vaue of
the monthly sipend for each family is USH27 dollars. In families that have children of
school age, the average grant is US$H40 dollars, which corresponds to about 41 per cent
of the current minimum wage in Mexico.®

Initidly, the length of time during which families may reman in Progresa is three
years, but they may be extended for an additiond three years, conditiond on a thorough
S0CI0-€coNoMmic assessment.

The feded government, in implementing and financing this programme, depends
on the dos coopeaion of dae and municipd governments to devdop cother
programmes thet help dleviate poverty and improve the socid protection network, such
as community kitchens school lunches, family planning, etc. States and municipdities
ae responsble for consolidating the basc socid infrestructure of their regions. The
public sarvices they offer increese as families meet the conditions necessary to remain
in the progranme. Theefore, the decentrdized locd expenditure in poverty reduction
programme aso increases with Progresa.

The totd cost of Progresa in 1999 was US$827 million, of which 38 per cent was
oent in payment of scholarships, 53 per cent on food grants, and 8 per cent on hedth-

! Exchange of the average Mexican peso in January 2000 was 9.30 pesog/dollar. Actudly this vaue wes
lower in the firg six months of 1998, respectively 65 pesos (US$7.6) and 225 pesos (US$26.3). The
amount mentioned above was the current one for the second half of 1999.

® In order to make a comparison, it is worth stressing that the minimum wage in Mexico in December
2000 was 900 pesos or US$ 96.7.




related activities® Its operationd cost was estimated at about 4.3 per cent of its budget,
which is commendably low, given its broad scope it reaches three out of four poor
familiesin the rurd aress

The evdudion of the firg phase of the programme 1998-1999 indicated that it has

attained satisfactory results.

in hedth: the yearly number of medicd examinations per family increesed from 5
to 86, the actions in favour of undernourished children increased 30 per cent, and
neonatd care increased 16 per cent. Coverage of hedth services dso increased in
areas of extreme poverty.

in education: school enrolment increesed, especidly in secondary educetion, by 24
per cent, there was a reduction in child labour, especidly in the age group of 12-13
years, and areduction in schoal truancy.®

in nutrition: the expenditure on food in the asssted families was 7 per cent higher
then in other nonasised poor families which indicated an increese in food
security, and expenditure on non-food items increesed by 5 per cent (on dothing
for children, mainly) (Hoddinott and Skoufias, 2000).

lagt, but not lead, its implementation did not reduce the activity levd of adults,
showing that the programme does not imply a digncentive to work, an effect
which some theoretica analysts suggest could happen.

® According to officid sources, 80 per cent of &l resources dlocated in the programme are cash trandfers
to families and the remaining 20 per cent areinkind transfers.

10 One-quarter of al children who used to work and attend school simultaneoudy left the labour market.




Chapter 2
Generic features of MISA programmes: a summary

Drawing on the Latin American experience, it is possble to identify certain generic

features of the MISA programmes.

a)

b)

MISA is a cash trander (minimum income) programme conditiond on school
atendance, targeted to the pooret and mogt vulnerdble families. The grant is
conditiond on their school-age children atending school a specified number of
days per month. This requirement is important to create the conditions for the
broader objective of the programme to be achieved, and to hep ration scarce
resources.

The diginguishing feature of MISA is usng the cash trander indrument to
achieve the dmultaneous objectives of reducing poverty and improving the
educationd dtanment of children in poor families There is a drong synergy
between them:

. Current poverty affects educationd datanment through low enrolment and
low peformance in school (dropouts and repetition), so poverty dlevigion
should reduce some of these effects Both child labour and educaion are
intimatdly associated with poverty. For mary poor families the only way to
achieve aminimum standard of living isto kegp their children out of schoal.

. Education builds up the human capitd necessary for growth and poverty
reduction in the long term. The focus of MISA is on primary educaion
(compulsory schoaling), as it is the firs step in this process, and neverthdess
universal primary education is Hill broadly lacking in the countries to which
it isdirected.

The cash grant compensates the family for the direct and opportunity cost of
sending their children to scthool, and can increese school  enrolment  and
atendance. It can dso be in excess of this cod, to atan the poverty reduction
objective per se Given the fact tha these programme have multiple objectives,
and the priority ascribed to each is not defined ex-ante, the level a which the grant
is st indicates the weight atached to each objective by the designers of the
scheme.

When poverty reduction is assigned a high priority in a MISA programme, one has
to be egpecdly caeful in edablishing the vadue of the grant. The income
digribution of the target population should be taken into condgderation. The am
should be to increase per capita income to reach the locd poverty line, rather than
the nationa or a globd one In this ssnse then, poverty should be seen in rddive
terms. Targeting the most vulnerableis therefore necessary.




f)

0

h)

The cash grant will increase the demand for educationd services, manly because
school atendance is a condition for receiving it. This implies tha the condraints
asociated with the supply of educationd infrastructure must be  addressed.
Additiona improvements to the access and qudity of education should be pat of
the scheme if the system is not adequate to handle ether the current demand or the
increesad demand generaied by the conditiond cash grant. This supply-side
intervention may be crucid to the success of the scheme in many countries.

An important festure of MISA programmes, which can be derived from the Lain
American experience, is that they can have various important multiplier effects
Demand for education created by the cash grant generates an incentive for the
improvement of the qudity of education. It is dso an empowerment mechanism
for the bendficiay families to the extent that it improves their paticipation in the
educaiond sysem, requesting more dots, and a more useful education. Loosening
the income condraint of poor families dso provide some flexibility (however
andl) to the dlocation of time by the adults of the family tha increases their
income earning potential.

MISA programmes can dso be desgned in such a way that some of the cash
trander may be made to inditutions in the community, in addition to households
This is meat as a complementary insrument in empowering the community to
meke the sthool sysem more responsve to locd needs, and increase efficiency in
the alocation of resources to that sector.

MISA is not meant to be conddered in isolaion, or as a sand-done solution to the
povety and education problems. Rether, it should be seen in the context of the
exiging devdopment and povety eradicaion drategies of the country. In this
sense then it should be integrated with the PRSPs and be seen as a complementary
drategy. Incomes policies have been neglected up to now as a poverty reduction
tool mainly because of the fear that they may become sdf-perpetuaing and not
provide a long term answer to the development issue. Here, however, the exisence
of the education condition is intended to ensure that this is not smply a wefare
scheme but a socid investment. MISA is a benefit which mitigetes current welfare
shortfals whilst expanding future capatilites.

Graph 1 illugtrates some of the foregoing feetures.




Graph 1 Genericfeaturesof MISA programmes

STRATEGIC/POLICY OPTIONS

- value of cash grant

- hical, : .
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FINANCE

- budgeting
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- nationa and locd sources

- internationd socid funds

EDUCATION IMPACTS
- narrowing NER-GER gap

- increasing GER <

- lowering repetition and drop-out rates
- narrowing gender gap in schooling
- soill-over effects on adult illiteracy

Notes: NER —Net enrolment ratio  GER — Gross enrolment ratio
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Poverty Reduction Education Goals

POVERTY IMPACTS

- reducing poverty rates and poverty gap
- increasing income security

- child labour eradication

- increasing labour activity rates

- drengthening socid policy coordination
- inditutiond capacity building
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Chapter 3
The justification for MISA in African LDCs

According to World Bank edimates, the number of people living on less than $1 a
day in Qub-Saharan Africa increesed from 217 million to 291 million between 1987 and
1098. At the later daie, dmogt hdf those living in Sub-Ssharan Africa were living
below the $1 a day poverty line (World Bank, 2000a). Economic growth rates of 68 per
cent, generdly fa above those achieved in the 1990s, will be required to reduce the
incidence of poverty by hdf by 2015. Moreover, given the high population growth rates
on the continent, even if that objective can be attained, the numbers of people with less
than $1 per day will only cease to rise. Even higher rates of poverty reduction will be
required to reduce the numbers rather than the ratio, of people living in absolute

poverty.

The povety problem is paticulaly acute in the least developed countries of
Africa Growth rates will have to accderate in order to achieve dgnificant long-term
reductions in povety. However, poverty reduction drategies canot smply rely on
economy-wide growth of gross domedic product. Polices must seek to integrate
growth-oriented macroeconomic policies with, firdly, sructurd reforms which seek to
improve productive capacities, to increese savings, invesment and exports and to
promote the dynamic efficdency of resource dlocation. Secondly, socid policies must
ensure that economic growth trandates into broadbased improvements in wel-being a
the community, household and individud leve.

MISA programmes can fit wdl into such policies They can contribute to reducing
povety by building up the assts of the poor households through ther investment in
human capitd, which is important for both poverty reduction and accderated growth in
the long run. But they dso have a dhort-run effect on poverty, both through the
immediate impact of cash tranders on household budgets and dso through a number of
postive secondary effects which can contribute to bresking the vicious crdes of
impoverishment within which many poor households find themselves entrapped.

This chapter firsd sets out the reasons why MISA programmes ae important for
achieving educationd gods then conddeas some of the potentid wider short-term
effects of the programme on poverty.

The main message of the chapter is that the MISA programmes offer an agpproach
to promote the economic opportunity, to facilitate the empowerment, and to enhance the
security and dignity of poor households a one and the same time. As such, they provide
a powerful, innovdive ingrument, which can be integrated within poverty reduction
drategiesto help achieve their godls.
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31 Thechallenge of Schooling for All (SFA)

The MISA gproach is a necessry, though not sufficient, pat of a successful
draegy repidy to achieve gender equdity, and erol dl children in scthools of
acceptable quaity in African LDCs.

At present, gross enrolment ratios (GERs) a primary levd in Sub-Saharan Africa
ae, on average, aound 75 per cent. However, snce many of the enralled children are
actudly older than the officid school age, the number of digible children who are in
school (given by the net enrolment ratio - NER) is much smdler than these figures
suggest. ™

The African LDCs are ill more disadvantaged: for the 29 countries for which data
exist, average GERs in 1997 were about 66 per cent’? After dlowing for over-age
enrolment, probably no more than hdf of the digible children in these countries were
actudly attending school.

As Table 1a and b shows only 5 out of the 23 Africen LDCs for which daa ae
avalable, are on target to achieve universal primary educaion by 2015, and only 3 ae
on target to diminate the gender gap in primary school enrolment by 2005.

Population growth continues a aound 25 per cent per year across the region.
Accordingly, if dl children were to be ewolled by 2015 as is intended by the
Internationd Development Targets (IDTs), the primary school sysem in African LDCs
would need to accommodate more than twice as many children as are currently enrolled,

and to do 0 in a much more interndly efficient school system than that which presently
exists.

If, however, repetition raes were not to fal subgantidly, school cgpacity would
need to expand dmog three-fold over the period. This would represent a compound
growth of enrolments of 7.4 per cent per year a current levels of internd efficiency, and
of 54 per cent per year if repetition were entirdy diminated over the intervening years.
These raes of enrolment expanson are extremely high by the standards of recent years
in Africa, where, taking the region as a whole, primary enrolments bardy kept up with
population growth over the years 1980-1997.

These drecumdances imply that drong expandonary policies to support increased
enrolment will be needed over the coming decade. Measures to improve and incresse
the number of schools dasses teechers, and maerids will reman fundamentd.
Equaly citicd will be messures to improve the qudity of schooling, snce low qudity
undermines both the vadue of schooling and the willingness of parents to enral their
children. It has become clear, however, in recent years that supply-dde palicies -
though criticaly important - will be insufficient to achieve Schooling for All.

™ Gross enrolment ration (GER) is the ratio of tota enrolment, regardless of age, to the population of the
age group that officidly corresponds to the level of education shown. Net enrolment ratio (NER) is the
ratio of the number of children of officid school age enrdlled in school to the number of officid school
agein the population.

2 These regiond average data are not populationweighted estimates, and thus the implications drawn
later in the paragraph for required rates of expanson are gpproximate.
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Tablela Progressof African least developed countriesin meeting selected
inter national development targetsin the education sector: Universal

primary education by 2015

Net primary school enrolment (%)
Actual trajectory Required trajectory *
On Off
1990 1997 | 1990 1997 2015 | target target
Angda 45 35 45 61 100 X
Benin 46 68 46 61 100 X
Burkina Faso 27 32 27 47 100 X
Burundi 54 36 54 67 100 X
Cape Verde 99 100 9 9 100 X
Centrd African
Republic 53 46 53 66 100 X
Chad 41 48 11 57 100 X
Comores 53 50 53 66 100
Democratic Republic
of Congo 54 58 54 67 100 X
Djibouti 32 32 32 51 100 X
Equatorid Guinea 91 79 91 93 100 X
Ethiopia 25 35 25 46 100 X
Garbia 53 66 53 66 100 X
Guinea 29 46 29 49 100 X
GuineaBissau 42 52 42 59 100 X
Lesotho 73 69 73 81 100 X
Maawi 50 9 50 64 100 X
Madli 21 38 21 43 100 X
Mozambigue 47 40 a7 62 100 X
Niger 25 24 25 46 100 X
Tanzania 51 48 51 65 100 X
Togo 75 82 75 82 100 X
Zambia 84 72 84 88 100 X

Source: Estimates based on World Bank, World Devel opment Indicators 2000, CD-ROM.
The trgjectory isthe trajectory required to achieve universal primary education by 2015
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Tablelb Progressof African Least Developed Countriesin meeting selected
international development targetsin the education sector: Gender

equality by 2005

Female/ male net primary school enrolment
ratios
Actual trajectory Required trajectory *
On Off
1990 1997 1990 1997 2005 target target
Angola 9% 97 9% 93 100 X
Benin 50 59 50 73 100 X
Burkina Faso 64 64 64 81 100 X
Burundi 89 86 89 A 100 X
Cape Verde 9 100 9 9 100 X
Centra African
Republic 66 69 66 82 100 X
Chad 50 58 50 73 100 X
Comoros 73 83 73 86 100 X
Democraic Republic
of Congo 78 70 78 83 100 X
Djibouti 73 75 73 86 100 X
Equatorid Guinea 97 102 97 93 100 X
Ethiopia 76 62 76 87 100 X
Gambia 68 79 63 83 100 X
Guinea 51 58 51 74 100 X
GuineaBissau 56 59 56 76 100 X
Lesotho 126 118 126 114 100 X
Madawi 93 102 93 9% 100 X
Mdi 57 69 57 77 100 X
Mozambigue 80 76 80 89 100 X
Niger 56 61 56 7 100 X
Senegd 75 82 75 87 100 X
Togo 71 74 71 85 100 X
Zambia 98 98 93 9 100 X

Source: Etimates based on World Bank, World Development Indicators 2000, CD-ROM.

! The trajectory is the trajectory reguired to achieve the gender equality by 2005. This god is reached when
the percentage of femae pupils enrolled in primary and secondary school and the percentage of literate
females between 15 and 24 years of age equa those of maes. The present table only considers the gender
disparity in primary school enrolment.
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3.2  Compensating schooling costs

Research has shown thet a centrd explanation for the continued under-enrolment of
Africen children lies in the direct and indirect cods incurred by households in sending
their children to school. Such cods indude, but are by no means limited to, the fees
charged by some schools and countries as a condition for school atendance. Although
cost-recovery policies proliferated during the 1980s and early 1990s - often encouraged
by the internationd financing inditutions (IFls) - governments in LDCs incressngly
find that fees are not hepful to enrolment growth a primary level, and that they directly
undermine the god of achieving SFA. Even in ‘fee-free systems however, there are
many other direct costs of school dtendance. Thee include the cods of buying
uniforms (or better cdothes for children than would otherwise be needed), books, sports
fees, ‘voluntary’ school contributions, trangport codts, and other items.

Thee cods ae often high, both absolutdly, and reative to public expenditures on
shooling. For example, in gx African LDCs having the data (Ethiopia, Guinea
Mdawi, Tanzania, Uganda and Zambia) plus Ghana (which broadly medts the criteria
for qudification as a least developed country), private household expenditures per pupil
during the 1990s were, on average, dightly more than twice the level of public recurrent
expenditures per pupil. (A more dealed example of direct costs for Tanzania is shown
inBox 1).

In addition - and often of even greater Sgnificance for poor households - are the
indirect cogts of income foregone aisng from the reduced avalability of child labour.
These opportunity costs are srongly fdt even if the children themsdves do not directly
generate cash income, because they can often subditute for adult household labour,
thereby rdeasing older household members for remunerative work.

The digribution of these direct and opportunity costs is unequa by gender and by
household povety. The loss of girls labour is in many African non-pastord
houscholds, more keenly fdt then that of boys Equdly, the direct cods of school
attendance are often greater for girls - owing to their needs for more cosly dothing and
for grester security whilst traveling to school.  Expected future benefits to households
dso differ by gender. Many paents rationdly expect grester benefits eventudly
returning to themselves from the schooling of sonsthan of daughters.

All of these cogt and income differences are perceived more acutely, the lower the
income of the households concerned.  For these reasons measures are required to reduce
the cods of educating children if schooling for dl is to be achieved. Such codt-reduction
measures ae most drongly required in the case of children - and paticulaly gils -
from the poorest households.
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Box 1 Ability of atypical (poor) parent versusthe cost of primary
education in Tanzania

It is difficult to edimate accuraidy income for a typicd (poor) household in rurd
Tanzania. There are sgnificant variations between rurd and urban aress, as wel as
from one rurd aea to another. In addition, accurate information on rurd householc
incomesis very limited. Nevertheess, rough indications can be made.

In 1998 the average ndiond income per capita was Tanzenia Shillings 180,000/=.
Household sze in Tanzania is around 4 people, suggeding thet the average income
per housshold was Tshs 720,000/=. However, a typicd rurd poor household hes
much lower income. For example, it has been edimaed tha Kisrave and
Bagamoyo, 2 of the poor rurd didricts in the country, had an average per capita
income of less than Tshs 30,000/= or an average of Tshs 120,000 per household.
Over 60 per cent of the rurd households fdl below the poverty line. With a naiond
average household per capita of Tahs 720000= mog of the housshdds in
Kisarawe and Bagamoyo didtricts can be congdered to fal below the poverty line.

Cogt of primary education

Accurate cogt edimates are difficult to make due to lack of data However, ongoing

shool mapping exerce will meke a dgnificant  contribution towards date
avalability. Results from school mgoping in five rurd didricts and  one

municipality suggest the following average cost structure (Galabawa, 2000).

" Direct costs Tshs
School fees 2,000
Exercise and text books 4,000
Sports contributions _ 30

6300

" I nter mittent charges
Buildings and condtruction 3,000
Freedom torch 20
Examinations 2,000
Dexks 1,000

6,200

" Pupil related costs
Uniform, shoes, bag 12500
Transport 2,000
Food 36,000

50500
Grand total 63,000
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Some types of cod-reduction can best be achieved by “macro” changes in palicy.
School fees can be abolished. Charges for books, sports and other items can dso be
removed. It can be agued that these types of cost-reduction are more efficient than
compensation schemes, provided that differentid cogt-incidence for rich and poor
households is not an explicit am of policy. In any case achieving such progressvity,
by charging differentid fees to rich and poor households, is not usudly possble, owing
to the practicd difficulties of means-tesing a the school levd (dthough South Africa
provides an exception to this).

The megnitude of other dements of direct cods, however - such as the costs of
cdothing and trangport - cannot be eadly affected by governments or other sarvice
providers. Furthermore, the indirect costs are even more difficult to compensate by such
means. Thus for the very poores households with large numbers of children, school
enrolment in LDCs looks likdly to remain patchy

As countries devdop, and become richer, provided tha didributiond policy
fedlitates income growth for the poor, both direct and indirect schooling cogts will
become smdler rdaive to household incomes, and enrolment amongst the poor will,
accordingly, rise But these enrolment benefits of income growth, ddivered by the
deve opment process, will take agood many yearsto materidize.

Furthermore, and more worrying for the achievement of IDTs, income growth
which is dependent upon market processes done risks excduding those in extreme
poverty, because of the inability of poor people to paticipate in them. These groups,
having neither dgnificant incomes nor assats, find themsaves indigible for credit.  For
them, dl avaladble housshold labour may thus need to be utilized in order merdy to
ubss.

Thus, even where schooling is feeffree, the codts to such households of sending
children to school ae rdaivdy grester than the costs for richer households.
Furthermore, such costs may be absolutdy grester for the poorest households because
they have to rey on child labour to a greater extent than those who are somewhat better-
off.

For the average household in Kisrawe and Bagamoyo, sending one child to school
takes over 50 per cent of the household income. And families with two school-going
children are not unusud.

33 Income supplements

Under these circumdances, the only insrument avalable to reduce the potency of
remaining direct and indirect cogts (once fees and other charges are removed) is some
foom of tageted income-supplementation scheme (idedly progressive, and rdaed to
the poverty of the household) conditiond upon school atendance.

This could be desgned ether in the form of scholarships, or of income tranders
linked to atendance of designated children in school. Such schemes are needed in order
to provide a ‘short-cut’ to achieving SFA by accderating the enrolment changes which
may - in the longer run - come about through economic growth. There are, however,
two additiond reasonsfor their use.
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Fre, they provide not only the means of directly securing enrolment growth
amongst the poorest families, but dso an additiond means of achieving the poverty-
dlevidgion tagets required by IDTs By fadlitating a change in household time-
dlocaion, avay from child labour towards schooling, they redlocate the incomes of the
poor towards invesment in humaen cgpitd. This change is crucid to securing not only
dhot-run school atendance targets, but aso longer-run income growth for poor
households.

Second, by fadlitating less interrupted schookattendance amongst poorer  children,
the use of income transfers can be ingrumenta in reducing rates of repetition a primary
levd. Evidence from schemes in Latin America suggests tha the impact on school
efficiency can be subgantid. Where this is s0, savings in the average number of years
needed to complete primary school can subdtantidly reduce the net public costs of an
income transfer scheme,

Thus, provided they ae dedgned carefully, such schemes could be patly sdf-
financing via thelr impacts upon economic growth, on the incomes of the poorest
houssholds and on reducing repetition and dropout rates. They should, therefore, be
seen as a necessary - dthough by no means aufficient - insrument to support a regpid
trangtion to Schooling for All. In ther absence large numbers of children from the
poorest households will remain unenrolled.

34  Wider short-term poverty impacts of MISA transfers

MISA progranmes podtivdy contribute to poverty reduction by building up the
assets of poor houscholds through ther investment in human capitd. But the cash
transfers provided through MISA programmes can dso have wider impacts on poverty
in the short-run, as well as through the effects of increesed school attendance on the
longer-run income growth of poor households

The mogt direct and immediate impact of cash tranders conditiond on school
atendance is on the living conditions and levd of vulnerability and dignity of the most
deprived families. In most cases, the leve of the trandfer is not sufficient in itsdf to
dlow families to escape poverty. However, the benefit of the cash trander immediately
dlevigtes current hardship and misery. Moreover, it means tha poor families do not
have to keep ther children out of scthool in order to achieve even a minimum sandard
of living.

Beyond this however, it is worth underlining five wider impacts which cash
trandfers conditiona on school atendance can have on poverty dynamics. Thee act to
reinforce and multiply the direct effects which the trandfer itsdf has on the household
budget, and can hdp in the short-term to bresk down the vicious cirdes of poverty
within which poor households are trgpped.

The firs concerns the impact of the cash transfer on household ris«management
and coping drategies Empiricd work in a number of African LDCs shows thet rurd
and urban households face subdantid risks, which result in high income variability and
fluctuations in consumption (Dercon, 1996 and 2000). Households in these risky
environments have developed sophidticated ex-ante risk management and ex-post risk-

18



coping strategies But they generdly involve cogts to the household and they dso
remain imperfect.

A common rigemanagement drategy is the diversfication of sources of income,
with household members combining a range of activities But it has been obsarved that
the poor have to enter low return activities because of lack of capita. As a result income
diversfication to mitigate risk ex ante often comes at the cost of lower incomes. Indeed,
the trade-off between income security and higher (though riskier) returns can be seen as
a key feature of the poverty trgp within which many poor households in African LDCs
find themsadves. Many rurd households seek to ensure thet a leest some of ther food
subsstence needs are met through sdf-provisoning rather than speddization in a cesh

crop.

The poor are usudly excduded from formd credit and insurance markets and these
thus contribute little to reducing income risk and its consequences. Informd credit and
insurance has thus served in the past as a mgor mechanism to cope with income risks.
Unfortunately, however, this informa safety-net is impefect. Frdly, it is usudly
community-based and thus ineffective in  dtudtions where dl members of the
community face a common risk. Secondly, there is widespread evidence that traditiond
safety-nets of mutud assisance and socid support are coming under drain. In Stuations
of protracted crigs growing pressure on kinship and neighbourhood ties is leading to
the eoson and exhaudion of rdaionships of mutud hdp, solidaity and socid
exchange (UNDP, 2000). In this Stuation, the most vulnerable households can get
caught in a vidous cdrde As mdnutrition worsens, the income-earning capecity of the
basc resource of poor households, labour power, is itsdf reduced, and the poorly
nourished can effectivdly be excduded from labour market opportunities (Dasgupta,
1993).

Agang this background the cash trander conditiond on school atendance can
have a wide impact on povety through potentidly enhancng remunerdive
employment of the poor. It would give households more room for manoewvre in ther
livdihood drategies It would prevent households and communities from becoming
enmeshed in dientdidic and paendidic practices, thus drengthening their autonomy.
It would provide a cushion which would atenuate the low-risklow return trade-off and
provide the resources through which poor households could enter higher return
activities.

A driking outcome of Latin American MISA programmes is that an increase in the
labour force participaion rate of the poor, in paticular femdes is gopaent in the
households receiving the cash trandfers. One may expect that in African LDCs, through
the mechaniams daborated above, there could Smilaly be postive employmernt effects,
which would reinforce the immediate effect of the caesh trander on the household

budget.

Secondly, it is likdy that if the grants are given to women, they should serve to
improve gender egudity. With such grants, women are likdy to have greater access to
more remunerdiive sections of the labour market. This will improve the dtuaion of
femde-headed households and adso hdp to achieve a more even gender baance of
power within households.
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A third mechanigm through which wider impacts on poverty will occur is through
the multiplier effects of the increesed income and employment of the households
recaiving the cash trander on other households in the community. There are no
edimates of this in the Lain America context, but the cash injection will inevitably
have multiplier effects on the locad economy. Where socid accounting mairices are
avalale, it is possble to edimae the dze of thee efects In Mozambique for
example, it can be shown tranders to rurd households generae the highest multipliers
a “people in rurd aess demand more agriculturd products and there are fewer
leskages in the expenditure - income feedback mechanism owing to the lower rurd
savings rates and the more limited imports of agriculturd goods’ (Arndt e d., 2000,
p.302).

A fourth important mechanian through which MISA programmes can have wider
povety impacts is through the devdopment of a sense of dtizenship amongs the
poorest and excluded. Globa surveys show that there is a widespread tendency for State
inditutions not to be trused by the poor and for thee inditutions to be neither
regponsve nor accountable to the poor (Narayan et d., 2000). In Africen LDCs after
the collapse of pod-colonid projects to promote an indusve form of naiond
development, there has been an eroson of a sense of ditizenship which is intertwined
with problems of governance. From the effects of MISA programmes in Lain America,
it is apparent that these programmes could act as a concrete mechanism to reconstruct
this. They provide a way in which poor and vulnerable groups are integraied into the
wider polity. Moreover, the Latin America experience indicates that these schemes
enhance active paticipaion a the community, municipa and nationd levd, widening
socid didogue with regard to universd issues. This enhancement of participaion, and
the &bility to identify rights and meke dams is a paticulaly important outcome
because cash tranders are not in themsdves aufficient to address vulnerability and
poverty.

A fifth mechaniam is through the improved coordination of sodd policy. In Lain
America, families which were participating in the cash trandfer programme dso became
candidates for other socid programmes which were origindly inadequatdy targeted and
therefore inefficient. There is evidence that such families benefited from a wider range
of basc socid sarvice providons to which, before the cash trandfer, they did not have
access In many communities the MISA initistive induced the adoption of socid
programmes such as combating AIDS or family violence prevention schemes.

Thus, the MISA programmes have provided a generd framework for the more
effective and coherent implementation of a range of socid polices It is likdy that
amilar synegies and interactions among different socid programmes will occur in
Africen LDCs. Very postive effects can dso be expected with regard to enhancing
inditutiond capacities, which isa crucia concern for least developed countries.

To summarize, therefore there is a srong case for agoplying MISA  programmes
with the same generic festures as those adopted in Latin American countries within
African LDCs MISA progranmes can, indeed, sarve as a paradigm for South-South
cooperation and mutud learning.

MISA pogrammes can contribute to both educationd and poverty reduction
objectives. They contribute to the former by tackling demand-sde condraints on school
atendance which are paticularly binding for poor families and girls. They contribute to
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the god of povety reduction through: (i) the immediate poverty-dleviating effect on
housshold budgets (i) the long-teem effect on building up the assets of poor
households in terms of human capitd, which is important for both poverty reduction
and growth enhancement; and (iii) the wider short-term poverty reduction effects of the
cash transfer which occur through the direct employment effects of the income trandfer,
the multiplier effects of the cash injection on the locd community, as well as changes in
the sense of dtizenship of poor and exduded groups incressed socd policy
coordination and enhanced gender baance.

As with any cash transfer programme, it is important to consder the net effects,
taking account of the posshility that public trandfers could crowd out informa risk
management and coping mechanisms. But it is dear that in African LDCs where
pressure on households has put sysems of mutud ad and socid support under severe
dress, it isnot possble to rely smply on the supposed resilience of the poor.

In dhort, given its wider poverty-reducing effects, a MISA programme offers an
important new eement within poverty reduction drategies MISA programmes expand
economic opportunities, faclitate empowerment and enhance the security and dignity of
poor households,
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Chapter 4
The education cash grant: value and targeting

41  Cash grant for education

The dud naure of MISA, a minimum income progranme for school atendance,
uggests that the poverty reduction and educationd objectives have to be consdered
amultaneoudy when cdculating the vdue of the cash grat. Its vaue will span a
reldively broad range, depending on how ambitioudy its gods ae st and the avalabdle
resources.

If funds to finance the programme ae very redricted, one can only expect to
compensate the direct costs to families of sending their children to schoal. If there are
further resources, opportunity costs can adso be compensated. This tota grant may be
aufficient to bring a dgnificat number of families above the poverty line or not. In
cax it is not, the poverty reduction objective may be consdered explicitly, setting the
vaue of the grant above the sum of direct and opportunity costs of schooling.

In principle, we know that direct and opportunity costs ae two of the mogt
important factors keeping children out of school, particularly in the poorest households.
The magnitude of income transfers, thus, needs to be related to these items. What can
we say about their rdaive vaues?

Direct household cogts per primary pupil in African LDCs gopear to have been
about twice the levd of public expenditures per pupil (Wer and Knight, 1996; Penrose,
1998, Rose, 2001; Mason and Khandker, 1996; Opolot, 1994; World Bank, 1996;
Tembon e 4d., 1994). On aeage in Anglophone Sub-Ssharan  Africa, public
expenditures per primary pupil in the mid-1990s were equivdent to around 11 per cent
of per capita income (Coldough and Al-Samara, 2000). Thus direct household cods
would, on average, have been equivaent to around 22 per cent of per capita income.

One might hypothesze tha, because children who attend school often continue to
work for the household, opportunity costs may dat a a leve equa to about a quarter of
the average rurd wage, risng to hdf, over the ages 814. Tesches sdaies in
anglophone Africa have, on average, been a a leve equivdent to around 160 per cent
of per capita GNP. The average rurd wage would be less than this, perhaps around haf
to two-thirds of primary teachers earnings. If, then, we assume that the average rurd
wage is goproximady equa to per capita income the opportunity costs of school
atendance would vary in a range from 25 to 50 per cent of per capita income
depending upon the age of the child.

Table 2 summarizes the cods of primary schooling per child in a sample of
anglophone African LDCs plus Ghana. The costs amount to between 47 per cent and 72
per cent of per capita income This compares with publidy financed costs amounting to
some 11 per cent of per capita income. Private costs per pupil, therefore, lie in a range
from 400 per cent to 600 per cent of publicly financed codts.
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Table2 Estimated private costs of primary schooling in anglophone African

LDCs*
Nature of cost Value (% per capitaincome)
Totd private codts 47t0 72
Private opportunity costs 25t0 50
Direct private costs 2
Rublidy -financed costs 11

*The direct costs are based on a sample of 7 countries and the publicly -financed costs on alarger
sample of countries

4.2 Issues pertaining to the value of the education grant

As the programme is detaled for a paticular country, it is likdy tha the vaue of
income trandfers will vary according to a number of criteria

Fre, as indicated above the absolute level of opportunity costs of schooling will
probably be relaed to the age of the children concerned. The labour tasks conducted by
children under 10 years old are likdy to be lower in quantity and qudity then for older
children. Income transfers thus may need to be larger for households with older children
of school age than for those with younger children.

Second, the absolute vaue of income tranders will differ between countries
according both to differences in per capita income, and to nationd differences in
povety leves, however defined. Thresholds for urban and rurd poverty dso differ
within countries. The extent of poverty, redive to the rdevant loca poverty line could,
therefore, influence the absolute level of income transfer required.

Third, one of the main reasons why income transfers are needed is given by the fact
that the poorest tend to be missed out of market processes Under these circumstances
thereisaclear case for ascheme of progressive income transfers.

Fourth, the rdationship between the sze of income trander required and the
number of school-going children in the household adso needs to be determined.
Presumably there would need to be a direct rdaionship between thee two variables,
though not necessaily one which resulted in equa per-child trandfers  across
households.

Ffth, a further question concerns the extent to which the sze of income tranders
would be influenced by whether or not children in the household are currently atending
school. The maximum enrolment effect would be gained by targeting households with
out-of-school children. But there may be other reasons for incuding dl poor households
with children, whether presently atending school, or not.

Findly, a dgnificant difference between Lain America and African LDCs lies in
the high per capita incomes and the much higher per-pupil expenditures on schooling
by govenments in the former case Typicd per pupll expenditures in Sub-Saharan
Africa by government are only $40-$75 per pupil per year. Yet the incomes of the
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poorest households in the two continents may not differ greetly. This may imply that the
absolute vaue of necessxry income trandfers is lower in African LDCs than in Latin
America. This is not to argue, however, tha per capita public expenditures place some
kind of celing upon the vdue of income trandfars As we have seen, the totd of
opportunity and direct cods incurred by the poorest households may be subgantidly
grester, per child, than the vaue of the public subsidy per pupil.

43  Issues pertaining to targeting

Povety in Africa, as measured by income levels, is deeper in the rurd aess.
However, income is jut one and probably not the modt reevant dement to be
conddered in the targeting processing, snce the vast mgority of the populdion is
extremey poor not only in reaive but dso in asolute terms. Moreover, povety is not
only a widegread phenomenon but dso a heterogeneous and multidimensond one.
This implies that to identify those groups that require specid attention and incentives
for improving schooling atanment, other dimensons, beyond means tests should be
prioritized. Extreme vulnerability can, therefore, be avery useful concept.

Lesons dravn from the Latin American experiments suggest that geographica
focdization can be very effective Poor communities share a common background and
face the same obgtacles in order to satify their basc needs. Imbaances among regions
with regard to the provison of socid services are huge and tend not to narrow. Since a
mgor goal is to reduce repetition and drop-out rates, the school grant should be given in
priority to aress tha fdl bdow a cetan levd of schooling and where children ae
deeply behind in their schooling. These areas are often badly served by roads far away
from lage dties and deeply isolaed. But they can adso be locaed in totdly
marginalized urban aress lacking basc infragtructure.

If socid providon indicators disaggregeted by region or didrict are avalable, they
can indicae potentid targeing areas. For example, whils¢ the average nationd mde
enrolment ratio in Benin is reported to be 65 per cent, compared with 38 per cent for
femdes, in Borgou femade enrolments comprise 22 per cent of the age-group compared
with 58 per cent for femdes in Atlantique. Accordingly, an income trander scheme in
Borgou would be likdy to have fewer erors of targeting then one that was not
regiondly differentiated.

If not, the best goproach conggs in defining the most reevant components of
vulnerability. These vary from country to country, but are likdy to incdude families with
persons with AIDS, interndly displaced persons, and groups facing income collapse.

Despite the fact that focdization should be country specific, with different
requirements and designs in each case, some common feetures of African families and
communities must be teken into account when targeting. Household paiterns ae
complex and diverse. But an important aspect of African families is that they often have
gther temporay or permanent responshility for children who have been entrusted to
them by other members of a broadly defined extended family. Solidarity has enabled the
poor to overcome a lesst patidly, their deprivation by accommodating young people
in ful-time education, hoging orphans and widows, wecoming family members from
the home village, teking in people coming for hedth care Nevethdess, these families
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have limited means and it is impossble for them to compensste for dl socid
inequalities and needs.

Regular finendd assgance would enable families with school-age children to
have a more equitable drategy with regard to ther own children and children in their
cae In tun, it would dlow each child, boys and girls dike, to benefit from regular
shooling. They would adso have access to the materids (uniform, books and other
supplies) necessary to atend school without the feding of shame, which many children
of school-age experiencein view of their parents' shortcomings.

The family schooling dlowance should, in principle, be atributed to al children of
school-age in the household, whether or not they are naturd children of the parents. The
burden on boys and girls is often quite sgnificant obliging them to cary out a large
number of domegtic tasks which compete with school. Mde and femde schodling are
linked even though gender gaps in sthooling remain wide in African LDCs. In aess
where few boys atend school, the same holds true for girls. In some cases, the mde
enrolment rates have declined due to war or economic recession, but in generd, femde
enrolment rates are even lower. Girls suffer from a huge gender gep in education that
needs to be addressed. In brief, any action should be amed a both sexes, though
sressng ther digtinct impacts with regard to gender parity.

The MISA initistive should focus on the mogt vulnerable families with children of
school going age and those who have the least resources. But one should not forget thet
targeting is just one way of srengthening the most needy and reducing extreme poverty.
For an initigtive like MISA to achieve socid and economic impact, the nationd scope
should be preserved.
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Box 2 Examplesof vulnerable groupsrequiring targeting in Tanzania

In the dbsence of accurae informaion targeting can easly be abused.
Information on the poor, ther location and extent has to be avalable. This poses
a sious problem for many poor countries.  Tanzenia is a good example.  Over
60 per cent of the rurd populaion fdls beow the poverty line. Where the poor
have tended to be concentrated in particular aress, their identification is limited
by lack of information. Therefore, targeting in a country that has widespread
poverty with limited information hes to be less ambitious It must be more
focusd.

Groups that qudify to be dassfied as extremdy vulnerable are:

» Orphans It is edimaed tha this group indudes around 100,000 children.
The mgority result from the HIV/AIDS problem, dthough other sources
such as child abuse have dso increased the phenomenon. Many of these
children have turned into dreet children due to falure of the treditiond
socid security systemn to handle the growing problem.

= Children dependent on the very old (eg. over 65 years): In principle, these
people do not have children of ther own. Occesondly however children
that have logt thelr parents tend to live with grandparents.

» Victims of temporary shocks disssters (eg. drought and flood): These may
be rae but serious events that leed to an immediate collgpse of income,
dfecting the capacity of victims to meet educationd and basc family
essentials.
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Chapter 5
Cost simulations for alternative MISA programmes

This chepter outlines cog edimates for sSmulated MISA  programmes,
diginguished by ther reach and objectives. Borrowing the nomendature of arplane
fares, three dternatives are described:

®"  The barebones programme (MISA BB) which only defrays coss of sending
children to school, and is targeted a families which have had children dropping
out of school. It addresses only the ggp between gross and net enrolment rates
(GER and NER).

= The economicd programme (MISA E), which goes a step further and offers cash
grants dso to encourage an increase in the NER to 90 per cent of GER, if it is
higher. This programme is specidly rdevant in countries where the GER is low.
This is vdid even in cases where other schooling supply programmes are being
put in place because they help creste demand for this added capecity.

= The full programme (MISA F), tha takes more explicitly into condderation the
poverty reduction objective by targeting a substantid decrease in the percentage of
the populaion below the poverty line.

It should be noted that these dternatives do not exhaust possble MISA options.
One could, for example, seek to increese NER in a manner consgent with the
achievement of internationd development targets. This might be more feesble in terms
of supply condraints. However, the three dternatives which will be discussed in this
chepter illustrate how a different weighting of the education and poverty targets of
MISA programmes affect the trade-off between costs and benefits.

Bdow we peform some very rough cdculaions to assess the totad cost of these
progranmes for a subset of LDCs for which the required basc data was avaldble.
These edimates will have to be taken only as agpproximations Snce a more detailed
evauation will depend on severd country-specific factors and policy choices.

The firg is the trade-off between the number of families to be reached and the vaue
of the benefit, given a budget for the programme. This choice has to be made on a case
by-case bass, as it will depend on the characterisics of particular countries and on
meking some difficult policy choices regarding equity and sHectivity. We have learned
however that for the MISA programme to be effective the vdue of the cash grant hasto
be such that it will have a dgnificant impact on family wefare. Past experience seems
to suggest that when resources are insufficient to finance a broader programme with a
sgnificant grant, sdlectivity of candidates should be intensfied.

Seoond, the additiond cost of aming pat of the vdue of the grant to poverty

reduction will depend on the demographic overlgp between the broader universe of poor
families, and those with school age children.
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It must be stressed a the outset that al the cdculations depend on edtimates of the
direct and opportunity cods to households of sending ther children to school. The
smulations are based on the assumptions that direct costs are equivdent to 22 per cent
of per capita income and that opportunity costs are equivadent to 35 per cent of the adult
“rurd wage’. In the amulations, the adult “rurd wage’ is caculated as just beow the
average product of labour employed in agriculture™

5.1 MISA BB: abare-bones programme

Here we cdculae the shortrun yealy cost of a MISA programme to be
implemented with the prime objective of diminaing the ggp between gross and net
enrolment rates. This means that from the educationd point of view it would have a
short run objective of diminating dropouts and reducing repetition. We assume it can be
designed to reach with reasongble precison those sudents who had enrolled and later
dropped out, dthough in practice it may be had to implement effective targeting in
least developed countries.

This target is not in itsdf a long term objective, but if this ggp can be diminated,
more of the children of school age would benefit from improvements in the supply of
school places and facilities, which are dready being implemented as part of the PRSPs.
The cog of the MISA BB progranme would therefore in the following years grow
proportionately to the increese in the supply of schooling, but not forever, as it is
expected that the benefits of schooling will gat heping defray those codts in the
medium term.

An importent desgn parameter for a MISA programme is the limit to be
edablished for the totd number of grants per family. On one hand the philosophy of
defraying direct and opportunity cods to families of sending ther children to school
suggests that one grant should be given for each child, irrepective of how many other
grants the family is recelving. However, this could leed to serious digortions, raisng
the income of families with many children of school age much above comparable
families with a smdler number of children, and increesing the cost of the programme.
Experience and prudence suggest that the maximum number of grants per household be
set a two.” The cdculations below (Tables 3 to 8) were peformed on the assumption
that the average number of primary school age children in each family is two, and thet
accumulation of grants is permitted up to that limit. Therefore, the maximum income
from MISA grantsto the family is equd to twice the value of the individud child grant.

However, a strategy br increasing the scope of the programme a the expense of its
depth, in gtudions of insufficdency of resources to finance it, could be to limit the
maximum number of grants per family to one Section 54 shows the summary data for

B In precise terms the adult “rurd wage® is caculated as agriculturd value added per person employed
in agriculture times 0.8. This is lower than the assumption that the adult “rurd wage’ is equivaent to per
capita income made in section 4.1, but it is considered closer to production conditionsin rural Africa

 Thiswasthe limit set in the Bolsa-Escola programme in Brasiliaand Recife, Brazil.
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the barebones, economicd and full programmes implemented according to this
dternative assumption.

The result of the cdculaion for the BB programme in a case where up to two
grants per family is permitted is summarized in Table 3. The lagt three columns show
that MISA BB could be implemented in dl countries liged in that table with a totd
yealy expenditure of about US$ 722 million.® About 45 per cent of this budget is to
defray direct cods to households of sending and keeping their children in school, while
55 per cent is to cover the opportunity cost of the income earning capecity of these
children. The potentid benefit of the programme for schooling is to keep in primary
school dmogt 64 million dudents who are currently dropping out. There is dso some
poverty reduction as well, induced by the cash trandfers.

The didribution of the tota expenditure among the countries is in favour of those
countries that have a lage gap of GER to NER, and therefore the bare-bones
progranme does not offer sufficient relief for those countries where both the GER and
NER ae low, which are precisdy those that have a worse Stuation, and should receive
more assistance, not less. This problem is addressed in MISA E.

Table 4 shows that the yearly cash trandfer varies from more than USH200 in Benin
and Lesotho to less than US$70 in Burundi, Democratic Republic of Congo, Ethiopia
and Mdi. It averages US$113 when dl countries are conddered,® a vdue tha
corresponds to an average grant per child of about 38 per cent of GNP per capita. The
difference in the vdue of the grant between countries rases severd equity
condderations snce with this desgn families in the less poor countries receive larger
transfers because direct cogts are higher (snce they have been edimated as a fraction of
per capita income), as ae dso opportunity cods relaed to adult “rurd wages’, which
ae dw higha. This is an unwedcome feature of the BB programme, which only
compensates the cogts to families of kegping their children in school.

On the other hand, it is interesding to note tha the cost/benefit (in terms of
schooling) of the cash grant varies from country to country. In generd, in the poorer
countries a given amount will induce the paticipaion of a larger number of pupils then
in the less poor countries. This would suggest that in digtributing a pool of resources the
poorer countries should be favoured, because this dlows a more efficient use of them, if
results are measured in terms of potentid increased enrolment. It is fortunate that in this
cae effidency and equity are naot a odds in their policy recommendations. We will use
this fact beow, in proposng improvements to the scheme by seting the vaue of the
cash grant above codts in the poorer countries. This is the case because it turns out that a
cash tranfer which is st & a levd to compensate the direct and opportunity cost of
shooling is not aufficent, given the assumption made within this dmuldion, to
produce a sgnificant direct effect in poverty reduction.

B To the extent that total enrolments rise as a result of MISA, additiond costs will dso be incurred by the
public sector. The additional costs will be equivaent to the average public expenditure per pupil in the
primary system multiplied by the increase in enrolments.

'® These are smple arithmetic averages, non-weighted.
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Table3

Estimates of the cost of MISA BB Programmefor African LDCs

Primary School

MISA BB Programme

Gross (a) Enrolment ratio 1997 Increased School Cost (2)

Enrolment (% of relevant age group) Enrolment Direct Opportunity TOTAL

(number of pupils) GER (b) NER (c) Gap (number) (1) (million US$)  (million US$) (million US$)
Angola 990 155 91 35 56 609 326 24.4 38.0 62.5
Benin 722 161 76 68 8 76 017 6.5 10.4 16.9
Burkina Faso 700 995 40 32 8 140 199 7.9 6.6 14.5
Burundi 518 144 51 36 15 152 395 4.9 5.6 10.5
Central African Republic 277 961 58 46 12 57,509 4.2 6.7 11.0
Chad 680 909 65 48 17 178 084 8.9 11.2 20.1
Congo, Dem. Rep. 5417 506 72 58 14 1 053404 26.6 42.3 68.9
Eritrea 240 737 54 29 25 111 452 5.1 8.1 13.2
Ethiopia 4 007 694 37 35 2 216 632 5.2 8.2 13.3
Guinea 674 732 48 46 2 28114 3.5 2.1 5.6
Lesotho 374 628 97 69 28 108 140 17.5 7.0 24.5
Madagascar 1638 187 73 61 12 269 291 13.5 14.8 28.3
Malawi 2 887 107 135 99 1 21 386 0.8 0.8 1.6
Mali 778 450 49 38 11 173520 9.9 11.8 21.7
Mauritania 312671 83 57 26 97 945 9.8 9.4 19.1
Mozambique 1415 428 60 40 20 471 809 16.9 22.2 39.0
Niger 464 267 29 24 5 80 046 3.6 4.4 8.0
Senegal 1026 570 71 60 12 169 895 20.7 12.4 33.1
Tanzania 4 051 713 66 48 18 1105013 42.1 66.9 109.0
Togo 824 626 119 82 18 124 733 9.3 14.8 24.1
Uganda 2912 473 73 52 21 855 883 61.0 76.3 137.3
Zambia 1506 349 89 72 17 287 730 24.2 15.4 39.6
Average or Total 32 423 463 70 52 16 6 388 524 326.4 395.4 721.9
Sources: Notes: 1. Gross enrolment number \GER * gap
(a) World Bank, World Development Indicators 2000 - CD ROM - World Bank 2. For assumptions used in calculating the direct and

(b) UNCTAD (2000), Table 11. Except Mali

(c) World Bank (2000) - Table 6

(d) World Bank, World Development Indicators 2000 - CD-Rom
(e) For Uganda the gap was taken to be equal do the average gap

opportunity costs, see chapters 4 and 5.
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52  Impact of MISA BB on poverty reduction

To cdculae the potentid impact of MISA BB on the povety indicaors it is
necessty to use daia which is very difficult to collect in a condstent manner across
countries and which is dso prone to controverses regarding the precise definition of the
poverty condition. In addition, it is necessary to make severd heroic assumptions to
ded with missng data For countries with no esimates of the proportion of the
population living bdow the $1 per day internationd poverty ling either figures based on
the nationa poverty line (where it was available) or the average for the set of countries
with data (when it was not) were used to estimate the poverty rate. For countries with no
edimaes of the poverty gep, ether the average reationship between the poverty rate
and the poverty gep or the average poverty gap (for the countries with data) was used to
estimae the poverty gagp.” Even for the 12 countries where there are internaiond
edimates of the poverty rae and the poverty gap, the daia are notorioudy precarious
and due to this these results should be then be consdered to be only edimates of the
order of magnitude of the impact on poverty of the MISA programme.

Another difficulty with the avalable data on poverty must be pointed out before we
proceed, because of its potentia effect on our cdculations. It has to do with the manner
in which the data on the proportion of poor and on the poverty gap, taken from World
Bank (2000, Table 4) were used to evaduae the impact of MISA on poverty reduction.
In that table the poverty line is US$L08 in 1993 dollars, in purchesing power parity
(PPP) terms (ibid, p. 319). The poverty gep is expressed as a fraction of the poverty line
income, and istherefore dso in PPP dallar terms.

This data are reproduced in Table 4, columns 3 and 4 (bdow), with adaptations for
missng daa To be ale to express the poverty ggp as a proportion of per-capita
income, in order to be aile to evduae the impact on poverty of an internationd hard
currency grant, we used the incomes of these countries in PPP US$ from World
Development Indicators (2000). The poverty gep in terms of per-capita income obtained
in this manner turns out to be extremdy low, as can be seen in the lagt column of Table
4. It averages only 13 per cent of GNP per cgpita, which implies that most of the poor
are close to the poverty line, and could rather easly be removed from that condition. In
10 countries it is below 10 per cent of GNP per capita, which implies that in a few
years, if economic growth is reasonable (in the range of 4 per cent per year) poverty
would be diminaied. This does not reflect the common perception in the professon thet
poverty in these countries is widespread, profound, and very had to eradicate. The
reason for this apparent inconsgency is that the GNP per-capita in PPP USS$ is severd
times larger than the GNP per capita obtained from converson of the domestic GNP to
USS a the officid exchange rate, as can be seen in the first column of Table 4.

Y The poverty gap is the “mean shortfal below the poverty line (counting the non-poor as having zero
shortfal)” (World Bank, 2000, p. 320). This number, which measures the difference between the per
capita a the povety line and the average per capita income of the population below it, is usudly
expressed as a percentage of the poverty line. In the simulaions, the poverty gap is expressed as a
percentage of GNP per capita.
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Table4 Comparison of methodologiesfor the calculation of the poverty gap

Conversion  From Table4 WDR (b) Poverty gap

factor (1)(a) % population Poverty gap % of GNP per capita

US$ PPP/ below US$ 1 % poverty line interpreting WDR dataas |

USS official per day Official US$ PPP US$
Angola 5.48 51.83 23.25 50.3 9.2
Benin 2.20 33.00 16.50 16.7] 7.6
Burkina Faso 3.36 61.20 25.50 39.0 11.6
Burundi 2.28 36.20 18.10 49.2 215
Central African Republic 3.28 66.60 38.10 44.8 13.7
Chad 3.47 64.00 32.00 55.6 16.0
Congo, Dem. Rep. 1.95 51.83 23.25 79.8 41.0
Eritrea 4.75 51.83 23.25 44.2 9.3
Ethiopia 4.34 31.30 8.00 29.2 6.7
Guinea 2.92 40.00 20.00 13.8 47
Lesotho - 43.10 20.30 10.9 -
Madagascar 3.19 60.20 24.50 42.2 13.3
Malawi 3.14 54.00 27.00 60.0 19.1
Mali 2.56 72.80 37.40 56.9 22.2
Mauritania 3.26 57.00 28.50 24.8 7.6
Mozambique 4.15 37.90 12.00 29.1 7.0
Niger 4.36 61.40 33.90 66.1 15.2
Senegal 4.80 26.30 7.00 5.0 1.0
Tanzania 2.69 51.10 25.55 58.2 21.6
Togo 4.14 32.30 16.15 18.8 45
Uganda 3.22 36.70 11.40 13.9 43
Zambia 1.85 72.60 37.70 38.9 21.0
Average or Total 3.40 49.69 23.15 38.5 13.3

Note: (1) calculated as the ratio of GNP per capita in PPP and offical US$, in 1998
Source: (a) World Bank, World Development Indicators 2000, CD-Rom
(b) World Bank, World Development Report (2001, Table 4, with adjustments for missing data

Table 5 shows the impact of MISA BB using the atimates of the poverty gep as
percentage of per capita GNP in PPP terms. As expected from the discusson above, in
mos countries the target populaion (families that have children that dropped out of
school) is removed from poverty just by recaiving the grant to defray school codts. In
fact, the income of the mgority of the affected families is pushed sgnificantly above
the poverty line. The poverty gep is reduced by 2 per cent (last column, Table 5) to 9
per cent.

These results suggest that MISA programmes can have an extremely postive direct
impact on poverty. They imply that when the poverty line is st & a very low levd in
PPP terms (as it is) and where the average income of the poor is not far below the
poveaty line (low povety ggo), much poveaty reduction can be achieved with cash
tranders to houssholds which ae rdaivedy smdl in vdue when converted a officd
internationa exchange rates. However, it would be a dduson to assume that we can
amply eredicate poverty int this way. Moreover, the PPP data have severd theoretica
and methodological condraints that may lead to the accumulation of digortions
paticularly the further away in time we are from the reference surveys. They cannot be
taken a face vdue In our case, the implied converson rate of PPP dollars to officid
exchange dollars in the World Bank data is of the order of 3.5 on average, which does
not seem reasonable as along term parameter.
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There are no easy lutions for this dilemma, that is short collecting of new daa
and edablishing new reference data for the PPP cdculation. Thus in the present
andyss, a second goproach is adopted. The povety ggp edimaes in World Bank
(2000, Table 4) ae assumed to be in current dollars that is as if the povety line is
USSPl per day a the officid exchange rate. With this assumption, the average poverty
gap for these countriesis 36 per cent of per capita GNP.

Table 6 shows the impact of the MISA BB programme assuming the poverty line
of US$L per day a the officid exchange rate and the poverty gep is the same as the
US$L purchese power paity (PPP) poverty line In this case the poverty line is much
higher, and the average poverty gap before the MISA BB progranme is 36 per cent of
per capita GNP. The MISA BB programme would reduce that average poverty gap by
2.1 per cent to 33.9 per cent of per capita GNP. In dl countries the cash grant cdculated
on the bass of school cods is inqufficient to push these families aove the poverty line,
only reducing the poverty gap but not dimingting it.

A more amhitious smulaion is conddered in the next section, comparing cods and
benefits for a US$1 per day at officid exchange rae poverty ling, and assuming that the
poverty rate and poverty gap estimates which were made in PPP terms are il valid.
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Table5

Estimates of the direct impact of MISA BB for African LDCs on poverty, using PPP US$ incomes

Poverty Line (b)

Impact of MISA in

GNP Yearly Cash Transfer National International poverty gap (5)*
per-capita % of GNP % population % population Poverty gap Poverty gap  Difference
(US$ 1995) (US$) per capita below below US$ 1 before MISA after MISA
poverty line per day % of GNP % of GNP % of GNP
1998 (per pupil) (per pupil) per capita per capita __per capita
Angola 1 182 103 56 - 52 14 9 5
Benin 2 389 222 57 33 33 7 5 2
Burkina Faso 258 104 40 - 61 10 9 1
Burundi 2 145 69 47 36 36 11 8 3
Central African Republi 335 191 57 - 67 13 11 1
Chad 2 227 113 50 64 64 14 13 2
Congo, Dem. Rep. 115 65 57 - 52 15 13 2
Eritrea 1 207 118 57 - 52 9 6 3
Ethiopia 4 108 62 57 - 31 5 5 1
Guinea 2 573 199 35 40 40 4 4 0
Lesotho 735 227 31 49 43 3 -1 4
Madagascar 229 105 46 70 60 14 12 1
Malawi 2 177 75 42 54 54 20 19 0
Mali 259 58 22 - 73 20 20 0
Mauritania 3 453 195 43 57 57 7 4 3
Mozambique 162 83 51 - 38 7 4 3
Niger 202 100 49 63 61 18 17 1
Senegal 554 195 35 - 26 2 0 2
Tanzania 3 173 99 57 51 51 25 21 4
Togo 2 338 193 57 32 82 4 -1 5
Uganda 324 160 50 55 37 4 -2 6
Zambia 382 138 36 68 73 18 17 2
Average or Total 297 113 38 52 50 11 9 2

Sources:

World Bank, World Development Indicators 2000, CD-Rom; and

World Bank (2000), Table 4, adapted to express the poverty aap as percentaae of per capita GNP

34



Notes:

1. Forthese cases, the values of the International Poverty line and of the poverty gap were set equal to the average values observed for the
countries for which data was available (also see notes above).

2 When the 1 US$ International Poverty Line was unavailable, the National Poverty line used to replace it. In this case, it was al so
assumed that the poverty gap was equal one half the percentage of poor.

3. Inthese cases the available data for the International Poverty Line was discarded and replaced by the National Poverty Line because it was
obviously an outlier.

4 This value is surprising, but was accepted for lack of alternatives.

5. The estimates of the impact of the MISA programme refer to the difference between the poverty line and the average per capita income
of the total population, that is families living below the poverty line, expressed as a percentage of GNP per capita. It than includes, not
only the target population, that is families living below the poverty line with children of school going age, but also families not targeted by
MISA.
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Table 6 Estimates of the direct impact of MISA BB Programme for African LDCs on poverty, assuming US$1 per day
poverty line at official exchangerates

Poverty Line (b) Impact of MISA in
GNP Yearly Cash Transfer National International poverty gap (5)*
per-capita % of GNP % population % population Poverty gap Poverty gap  Difference
(US$ 1995) (US$) _per capita below below US$ 1 before MISA after MISA
poverty line per day % of GNP % of GNP % of GNP
1998 (per pupil) (per pupil) per capita per capita _per capita
Angola 1 182 103 56 - 52 47 41.1 5.5
Benin 2 389 222 57 33 33 1s 13.2 2.3
Burkina Faso 258 104 40 - 61 36 35.3 0.8
Burundi 2 145 69 47 36 36 46 425 31
Central African Republi 335 191 57 - 67 42 40.1 1.4
Chad 2 227 113 50 64 64 52 49.6 1.9
Congo, Dem. Rep. 115 65 57 - 52 74 71.6 2.4
Eritrea 1 207 118 57 - 52 41 37.6 34
Ethiopia 4 108 62 57 - 31 27 26.4 0.7
Guinea 2 573 199 35 40 40 13 12.4 0.3
Lesotho 735 227 31 49 43 10 6.4 3.7
Madagascar 229 105 46 70 60 39 37.8 14
Malawi 2 177 75 42 54 54 56 554 0.2
Mali 259 58 22 - 73 53 52.2 0.5
Mauritania 3 453 195 43 57 57 23 20.0 3.0
Mozambique 162 83 51 - 38 27 23.6 34
Niger 202 100 49 63 61 61 60.5 0.6
Senegal 554 195 35 - 26 5 2.2 2.4
Tanzania 3 173 99 57 51 51 54 50.0 3.8
Togo 2 338 193 57 32 32 17 12.4 5.0
Uganda 324 160 50 55 37 13 7.2 5.6
Zambia 382 138 36 68 73 36 34.4 1.6
Average or Total 297 113 38 52 50 36 33.9 2.1

Sources:
World Bank, World Development Indicators 2000, CD-Rom; and
World Bank (2000), Table 4, adapted to express the poverty gap as percentage of per capita GNP
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Notes:

1. For these cases, the values of the International Poverty line and of the poverty gap were set equal to the average values observed for the
countries for which data was available (also see notes above).

2 When the 1 US$ International Poverty Line was unavailable, the National Pover ty line used to replace it. In this case, it was also
assumed that the poverty gap was equal one half the percentage of poor.

3. Inthese cases the available data for the International Poverty Line was discarded and replaced by the National Poverty Line because it was
obviously an outlier.

4 This value is surprising, but was accepted for lack of alternatives.

5. The estimates of the impact of the MISA programme refer to the difference between the poverty line and the average per capita income
of the total population, that is families living below the poverty line, expressed as a percentage of GNP per capita. It than includes, not
only the target population, that is families living below the poverty line with children of school going age, but also families not targeted by
MISA.
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53  MISA E: an economical programme

Now we extend the scope of the MISA programme to increese the NER to a target
minimum of 90 per cent. In countries tha have dready exceeded the 90 per cent
target,”® the god remans the same as in the MISA BB programme. Since the current
average GER and NER are respectively 70 per cent and 52 per cent (see columns 3 and
4 in Table 3), we are contemplaing an increase of about 16 percentage points in GER,
and 38 percentage pointsin NER.

The reasoning for this desgn relies on the hypothess previoudy mentioned thet
there ae dready severd progranmes being implemented in these African LDCs
targeted a increasing the supply of schooling, and that the task for MISA in this context
is to hdp dimulate the demand for these services particularly by poor households. This
amended desgn dso tekes care of gStuations such as that of Mdi, Niger, Guniea and
Ethiopia that in MISA BB did not qudify for ggnificant support because its gep
between GER and NER was amdl, modly because GER was very low. Of course it is
highly desrable to change this gtuation by increesng GER as wel as NER, and MISA
can beinstrumentd for this.

The caculdion presented in Table 7 suggests that this change in the support policy
could pose a ggnificantly more heavier financing chdlenge for the programme, snce
the average enrolment gap to be diminated increases from 16 per cent in MISA BB to
40 per cent in MISA E (see column 4 of Table 3 and column 5 of Table 7). The number
of assged children increases by 225 per cent, and the overdl budget by about 200 per
cet, to 214 million pupils and US$21 hillion, regectivdy. The didribution of the
expenditure between direct and opportunity cods is dmilar to thet of MISA BB. There
is an goproximate proportiondity between the increese in the number of asssted
children and the totd cost of the program because the per pupil cash trandfer is the same
(per country) in MISA BB and E, since the criteria of school attendance which are used
to esablish the value of the cash trandfer - the recovery of direct and opportunity cods -
are mantained in this expanded verson of the programme. It can dso be noted tha the
average grant transfer in MISA E (US$100)™° is smdler than in MISA BB (US$113).
This is due to a compogdtion effect: as the program is expanded, the rdative
paticipation of poorer countries (those that have a very low GER) increases, and since
for them the cash grant is dso smdler (because it is based on per capita income), the
average grant issmdler.

Snce the income didributed is larger, the impact on poverty is lager (Table 7),
because the number of assisted families and pupils is more then tripled. Whatever
benefit the bare-bones programme afforded, the economicad programme extends it to a
larger target population. The poverty gap is reduced by 4.9 percentage points, nearly
double the effect obtained in the BB case to 30.7 per cent of per capita GNP (see
second lagt columniin Teble 7).

18 A target smdler than 100 per cent was chosen because there may remain some residud enrolment gap
dueto ttrition and other factors not directly related to those addressed by the programme.

9 See Table 10, since the national estimates of the value of the cash grant in the MISA E Programme
have not been displayed in Table 7.
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Table7 Estimatesof the direct impact of MISA E Programme for African LDCs on poverty

Primary School MISA Program Impact of MISA E in

GNP Rural Wage Enrolment Ratio 1997 Increased School Cost poverty gap (total population)(3)

per-capita  per-worker (% of relevant age aroup) Enroliment Direct (1) Opportunity (2) TOTAL Poverty gap Difference

(US$ 1995) (US$ 1995) GER NER Gap of (number)  (million U! million U million U after MISA

NER (2) %OofGNP % of GNP
0 90% per capita per capita

Angola 182 178 91 35 56 609,326 244 380 625 411 55
Benin 389 419 76 63 2 209,047 179 285 464 9.2 6.2
Burkina Faso 258 134 40 32 58 1,016,443 576 476 105.2 30.2 59
Burundi 145 105 51 36 54 548,623 175 202 377 345 111
Central African Republic 335 335 58 46 44 210,867 155 24.7 403 364 52
Chad 227 180 65 48 42 439,972 220 277 496 468 47
Congo, Dem. Rep. 115 115 72 58 32 2,407,780 60.8 9.7 157.6 685 54
Eritrea 207 207 54 29 61 271,944 124 197 321 327 83
Ethiopia 108 108 37 35 55 5,957,383 1417 2254 367.1 8.8 182
Guinea 573 208 48 46 4 618,504 780 451 1231 54 74
Lesotho 735 186 97 69 28 108,140 175 7.0 245 6.4 37
Madagascar 229 157 73 61 29 650,787 327 357 684 358 33
Malawi 177 103 135 9 1 21,386 0.8 0.8 16 554 0.2
Mali 259 195 33 52 827,800 472 56.4 103.6 50.3 24
Mauritania 453 273 57 33 309,504 308 296 60.5 136 9.4
Mozambique 162 134 40 50 1,179,523 422 554 97.6 186 84
Niger 202 158 24 66 1,056,608 470 585 105.5 52.8 84
Senegal 554 209 71 60 31 439,136 535 321 85.6 0.0 4.6
Tanzania 173 195 48 42 2,578,363 98.2 156.2 254.3 449 9.0
Togo 338 424 119 82 18 124,733 9.3 148 241 124 5.0
Uganda 324 255 73 52 3B 1,534,130 109.3 136.8 246.1 28 101
Zambia 382 153 89 72 18 304,655 256 16.3 419 343 17
Average 297 201 70 52 40 21 424 654 962.0 1,173.3 2135 30.7 4.9
Notes: Sources:
(1) Gross enrolment number GER* gap World Bank, World Developmnet Indicators (2000), CD-Rom.
(2) For assumptions used in calculating the direct and opportunity costs, see chapters 4 and 5. UNCTAD (2000), Table 11 except Mali.

(3) See Table 6 column 6 for estimates on poverty gap before MISA.
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54  MISAF: afull programme

The full MISA atempts to address the poverty issue more directly by establishing a
vaue for the grant which is larger than the private costs of schooling. There are a
condderable number of options for determining its vaue, as discussed in section 4.2,
An arbitrary choice is made here, and to cdculate the order of magnitudes of the budget
of the programme.

The schoodling target is the same as in MISA E, but the cost of the programme is
larger, as there is the poverty eradication component of the grant. Its target could be, for
example, to diminate the residual poverty gap of the target population of MISA E.
Note that we do not seek to diminate the poverty gep, which would be a more
ambitious project, but focus ingead in diminating the digance to the poverty line of the
families asssted by MISA E (the target population).

The vadue of the cash grant for this purpose is caculated® in columns 4 and 5 of
Table 8, and the totd cash grant per pupil is displayed in column 6 of that table The
maximum cash grant now averages US$181 per year, and the budget for implementing
this full-fledged MISA F in the countries lised totds US$3.9 hillion (column 7), about
5timesthe cogt of MISA BB.

The impact on poverty can be messured by the reduction of 18 percentage points
on average in the proportion of the population living bedow the poverty line (see next to
last column), leaving a residud poverty rate of 32 per cent on average, reduced from 50
per cent before the programme. The digribution of this benefit however is quite uneven
among countries. The reason for this wide spread of results in terms of poverty can be
atributed to the naiure of MISA, that utilizes the education dimenson to focdize the
digribution of the benefit. It can be noted tha poor countries that have a more
sidectory educationd sysem dready have a gmdler number of candidae
beneficiaries of the grant, rdaive to totd population, and therefore can improve less on

poverty.

% Note that these columns detail an impact on poverty which is narrower than what the dimination of the
poverty gap displayed in the last column of Table 7, would be.
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Table 8

Estimates of the direct impact of MISA F Programme for African LDCson poverty

MISA E Programme

Target

Population

Total

population (2)

Increased _School Costs Poverty aap  Difference Cash arant to Total cash Total below US$1 poverty line(3)

Enrolment % of GNP after MISA eliminate grant per Budget Poverty gap Difference

(number) per capita poverty gap pupil of MISA F after MISA

(per pupil) % of GNP % of GNP % of GNP uss$ Programme
per capita _per capita per capita per year (US$ millions)  Percentage Percentage

Angola 609,326 56.2 22 24 60 212 129.3 39 13
Benin 209,047 57.0 23 - - 222 46.4 20 13
Burkina Faso 1,016,443 40.2 16 20 50 233 236.5 39 22
Burundi 548,623 47.4 19 27 66 165 90.6 15 21
Central African Republic 210,867 57.0 23 19 47 348 73.3 52 15
Chad 439,972 49.8 20 32 79 292 1285 49 15
Congo, Dem. Rep. 2,407,780 57.0 23 51 128 212 510.9 40 12
Eritrea 271,944 57.0 23 18 45 212 57.7 33 19
Ethiopia 5,957,383 57.0 23 4 11 73 434.9 6 25
Guinea 618,504 34.7 14 - - 199 123.1 17 23
Lesotho 108,140 30.9 12 - - 227 24.5 27 16
Madagascar 650,787 46.0 18 21 52 224 1455 49 11
Malawi 21,386 42.3 17 39 97 246 5.3 53 1
Mali 827,800 22.2 9 44 109 341 282.5 53 19
Mauritania 309,504 43.1 17 6 14 260 80.5 26 31
Mozambique 1,179,523 50.9 20 7 16 110 129.2 22 16
Niger 1,056,608 49.4 20 41 104 309 326.8 35 26
Senegal 439,136 35.2 14 - - 195 85.6 - 26
Tanzania 2,578,363 57.0 23 31 78 233 601.1 31 20
Togo 124,733 57.0 23 - - 193 24.1 23 9
Uganda 1,534,130 49.5 20 - - 160 246.1 8 29
Zambia 304.655 36.0 14 22 54 344 104.8 64 9
Average or Total 21,424,654 33.6 13 22 56 181 3,887.2 32 18
Notes:

(1) To calculate the population that was removed from poverty, it was assumed that the cash grant is shared by the household (5 members)

and that on average each targeted household has 2 school-age children and receives one grant for each
(2) Calculations based on World Development Report 2001, World Bank, Table 4, adapted
(3) See Table 6 column 6 for estimates on poverty gap before MISA.
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55  Summary of MISA simulations

Table 9 shows the result of the smulations based on the assumption of a poverty
line of US$ 1 a offidd exchange raes The totd populaion of these countries is 312
million, of which 146 million are bdow the poverty line?* About 11 per cent and 36 per
cent of them escape poverty through MISA BB and E and F, respectively.

Table9 Impact of MISA programmesfor African LDCs on the number of poor

Population Target population that
Below escape poverty through MISA
Total Poverty line BB E and F (*)

(millions) (millions) (millions) (millions)

Angola 12.1 6.27 1.52 1.52
Benin 5.8 1.91 0.19 0.52
Burkina Faso 11.3 6.92 0.35 2.54
Burundi 6.5 2.35 0.38 1.37
Central African Republic 3.5 2.33 0.14 0.53
Chad 7.3 4.67 0.45 1.10
Congo, Dem. Rep. 49.1 25.45 2.63 6.02
Eritrea 3.6 1.87 0.28 0.68
Ethiopia 59.7 18.69 0.54 14.89
Guinea 7.3 2.92 0.07 1.55
Lesotho 2.1 0.91 0.27 0.27
Madagascar 15.1 9.09 0.67 1.63
Malawi 10.4 5.62 0.05 0.05
Mali 10.7 7.79 0.43 2.07
Mauritania 2.5 1.43 0.24 0.77
Mozambique 18.9 7.16 1.18 2.95
Niger 10.1 6.20 0.20 2.64
Senegal 9.3 2.45 0.42 1.10
Tanzania 32.1 16.40 2.76 6.45
Togo 4.4 1.42 0.31 0.31
Uganda 20.6 7.56 2.14 3.84
Zambia 8.8 6.39 0.72 0.76
Average or Total 311.2 145.79 15.97 53.56

Note (*) In MISA E this is the assisted population;
in MISA F it is the population removed from poverty

Table 10 summarizes the man aggregate indicators for the designs discussed
above, agan besed on the assumption of a USS 1 per day povety line a officid
exchange rates. The table is intended to give a rough idea of the cods and bendfits of the
different MISA scenarios. Columns were dso added for a variation of the BB and E
programmes designed to have a broader scope, by redtricting the grant to one per family.
Cods for reaching the same number of families are roughly cut in haf, when compared
to the standard case of a maximum of two grants per family, but a the expense of a
smdler reduction of the poverty gap.

2l Recdl the discussion in section 5.2 that the poverty line here is obtained from WD R data interpreted as
if it referred to officid US$ exchange rates, not PPP exchange rates, for the reasons discussed in section
5.2.
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This teble dso highlights one important aspect of the problem of desgning a MISA
programme for a specific country: a baance must be struck between reach and depth of
the programme, and it is dependent on the volume of resources avalable. If US$750
million were available, we could a@ther implement a MISA BB-2 or a partid MISA E1,
and dther reech 32 million families with an average grant of US$226, or 7.5 million
families with an average grant of US$100.

Tablel0 Summary of MISA programme scenarios

BB E F
Number of grants per family 2 1 2 1 2
Annud tota cogt of programme, US$H
million 72 361 2136 | 1068 | 3887

1 )
Change rdative to BB case, % 5% | 196% 19| a38%

Annud vaue of cash grant per

family*, US$ 26 113 199 100 333
Families (average 2 pupilsin each),

million 3194 3194 | 10712| 10.712| 10.712
Poverty gap after MISA

% of GNP per capita 336 34.6 30.7 332 22
Difference

% of GNP per capita 21 1 49 25 13
Reduction of population beow 18
poverty line, %

Notes * This is the average cash per grant per family for this group of countries, caculated by dividing
the total budget by the total number of families in the programme. This vaue is different from the smple
aithmetic averages of country values presented in some of the previous tables.

While the adoption of the programme may be trested as a globd issue, judtifying
the involvement of multilaerd inditutions such as those tha ae proposng this
initigtive the desgn and implementation of the programmes are an issue for the different
countries. It is expected that in esch case there will be many specifics that will
characterize these programmes as vaiations of the examples provided in this section.
The overdl cost of the programme will therefore not likdy reach the US$39 hillion of
the firg line of Table 10, snce not dl countries will be able to find financing for the full
programme. But it is dso likdy broadly to exceed US$360 million, which is the figure
that is assodaed with the not vary ambitious god of implementing only the bare-bones
verson with alimit of one grant per family in dl the countries.

It would be desrable to conduct smulaions such as those in this chepter a the
niond levd to explore dtendives MISA desgn parameters within - countries
implementing the goproach. When this is done, it will be possble to avoid the dilemmas
of sdecting PPP or officid exchange rates. However, the centra tendencies identified
by the assumption-laden smulations presented here are likdy ill to hold. Where the
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poverty line is very low, and the average income of the poor is dose to the poverty line
cash trandfers designed to compensatie direct and opportunity costs of schooling can
have a mgor effect on poverty. Where the poverty line and the poverty gep are higher,
complex trade-offs have to be made to drike a baance between the reech and the depth
of the programme.

In the end, too, it must be recognized that the lagting impact of these programmes is
not going to come only from the immediate effect of the cash trandfers on the household
budget, which is explored in the smulaions of this chapter. It will come through the
podtive short-term effects of the cash transfers on employment opportunities, gerder
equality, sodd policy coordingtion and the sense of dtizenship of households receiving
the trandfers, and through child labour eradication and the postive long term effects of
improving education of the poor.

44



Chapter 6
Financing MISA programmes

We have seen in chapter 5 that the budget for implementing MISA in a st of 22
African LDCs is somewhere between USH361 million and US$H39 billion per year,

depending on the form of programme implemented in each country. These are rough
edimates, made only to provide an order of magnitude of the resources needed to

finance the programme. The question is: how can this be financed?

6.1  The potential for domestic financing of MISA programmes

Ways and means of financing MISA programmes within African least developed
countries must be assessed within the context of the generad gtuaion which they face
with regard to development finance.

Mog ae caught in a low-income economic trgp. On the one hand, there are
maessve investment needs. Private sector enterprises which manly consg of smdl-
scde agriculturd and urban informd  sector activities, are under-cgpitdized. There is
dso gross under-invesment in physcd infragtructure, human cgpitd  formation and
hedth, the maintenance of an efficient civil senvice and enforcement of law and order.
On the other hand, there is very limited scope to meet these requirements through
domestic resources.

For those countries with data, it seems tha about 75 per cent have a per capita
income of less than USH2 a day. Mogt of the population works in agriculture and lives
close to subsgence levd. Domedtic savings rates are very low, and even negdive in
many countries. Given the widesoread poverty, private consumption is esimaed to
average about 85 per cent of GNP, a share which is aout 20 percentage points higher
than that of other developing countries.

Sources of tax revenue ae limited and aso highly ungtable owing to commodity
price fdls and internd shocks such as drought and floods Revenue from the man
traditiond sources, import and export taxes, have been reduced through economic
liberdization and adjusment progranmes It is difficult to find dternatives as the
domegtic corporate sector is usudly very wesk and formd employment low. In the
1990s, externd resources, mainly foreign ad, condituted between 60 and 70 per cent of
total government expenditure for the average African LDC.

Many African LDCs have been activdy engaged, throughout the 1990s in
economic reform progranmes, a centrd agpect of which is improved fiscd
management. Evidence dso shows that when the LDCs grow, there is a strong
domestic savings effort. But because of very low per capita income in most LDCs ad
ther duggish or negative per capita growth rates, the potentid for creeting a virtuous
circle between risng domestic savings and investment cannot generdly be redized.
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The economic magnitude of terms of trade shocks and naturd disasters is aso often
many times greater than domestic resources that LDCs can muger internaly to cope
with them. This is a fundamentd source of vulnerability of LDC economies which
renders growth, when it does occur, fragile

Agang the current macroeconomic redities of African LDCs it is unredidic to
envissge domedtic financing of MISA programmes until income per capita levels rise
and growth is more securely sustained.

6.2  Debt relief as a source of finance for MISA programmes

One possible source of finance for MISA programmes is debt relief. Latet World
Bank estimates indicate that the nomind vaue of totd externd debt stock of African
LDCs was US$121 hillion in 1998 (Table 11). Totd debt service in that year amounted
to US$E6.6 hillion. This represents actud payments rather than obligaions as many of
the African LDCs were ungble to acquit themsdves of ther debt service obligations in
1998 and were accumulating arears. Table 11 dso shows that for 21 African LDCs,
debt sarvice in 1998 excesded US$30 miillion.

Debt sarvice payments have been paticulaly high in reaion to socid sector
expenditures. For example, debt sarvice due was 112 per cent of total socia sector
gending in Mdi duwing 199597, 184 per cent of totd socid sector spending in
Mauritania in 199597, and 228 per cet of totd socd sector gpending in Tanzania in
1995/96 to 1997/98. Debt savice actudly pad was necessxily smdler, but il
condituted 59 per cent, 114 per cent and 75 per cent of totd socid sector expenditure
for Mdi, Mauritania and Tanzania repectively over the same periods (UNCTAD, 2000,
pp.159-160).

Many LDCs have inevitebly been unable to meet ther debt service obligations and
have engaged in a form of default that entalls an automatic refinancing by the creditors.
Traditiond debt reief, centred on debt rexcheduling through the Paris Club
supplemented by forgiveness of bilaterd officid devdlopment assgance (ODA) deht,
reduction of commercid debt through the IDA Debt Reduction Facility and specid
progranmes to ded with multilaterd debot obligations such as the Rights Accumulation
Programme of the IMF and the “fifth dimendon” programme of the World Bank, hes
proved insufficient to remove the debt overhang.

The Highly Indebted Poor Countries (HIPC) initigtive was introduced in 1996, and
enhanced in 1999. It dtempts to innovae on the traditiond debt reief mechaniams in
three ways by:

" widening the coverage of the types of debt digible, to indude multilateral delbat;

. sting an explicit target for debt sudtainability, and providing for additiond action
if it isnot reached,

" using new sources and mechanisms for financing the relief.
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Tablell Debt and debt service paymentsin African LDCs, 1997 and 1998

Total debt | Total debt | Total debt | Total debt service
stock service service paid paid
in $million paidin $ a% GDP | % of government
million revenue

1998 1998 1998 1997
Angola 112230 1352.7 18.1 285
Benin 1650.6 60.6 26 16.2
Burkina Faso 14053 52.8 20 15.8
Burundi 1118.7 30.2 34 220
Cape Verde 243.7 19.2 39
Centrd African
Republic 9235 304 29 16.1
Chad 10919 35.5 21 214
Comoras 2031 6.2 32
Democratic Republic of
Congo 13187.0 193 0.3
Djibouti 287.8 55 .. ..
Equetoria GLinea 306.1 6.0 13 9,619%
Eritrea 1513 38 06 .
Ethiopia 103510 1190 18 27519%
Gambia, The 4593 26.1 6.3 ..
Guinea 35459 1591 44 34.7
Guinea-Bissau 970.0 79 38 224
Lesotho 692.1 50.9 6.4
Liberia 21029 10 .. ..
M adagascar 43941 1253 33 61.5
Maawi 24440 83.8 50 18.8
Mdi 32015 81.9 30 19.2
Mauritania 2589.2 1102 111 35.9
Mozambique 83149 104.7 2.7 24.3
Niger 1662.8 619 30 175 19%
Rwanda 12257 20.7 10 10.6
Sao0 Tome and Principe 2524 3.7 9.1 86.0
Senegd 3846.7 3226 6.9 304
Seraleone 12557 204 32
Somdia 2635.0 0.2 .. ..
Sudan 16 843.0 61.2 06 84
Tanzania 7633.0 2459 31 14.8
Togo 14483 40.3 2.7 25.9
Uganda 4015.6 1595 24 27.7
Zambia 6 865.3 202.1 6.0 32.7
Average or Totd 1205384 5628.6 41 .

Source UNCTAD cdculations based on World Bank World Development Indicators 2000 CD Rom, and

World Bank Global Development Finance CD-ROM. The daa on debt service pad as percentage of
covernment revenue are from the Centre for International Develooment. Harvard Universitv. HIPC debt data
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base.

Of the aspects listed above, he one which bears mogt directly on MISA is thet the
povety reduction god hes been added to exiging policy conditiondity, and has been
given incressed importance, characterizing an crucid shift in emphasis® Access to debt
reief under the HIPC initiative, and to concessond lending by the IMF and the World
Bank, ae now linked to the preparation and implementation of poverty reduction
Srategies.

Snce MISA is a programme that squardly addresses the poverty issue in the short
and long run, it can be an integrd pat of a PRSP and can be thought of as a prototype
programme to be supported in the context of an effort to ensure that debt relief supports
poverty reduction. This is the case becauss, beng a minimum income programme, it
clearly resolves a mgor concern in desgning public polices that of insuring thet
increased spending actualy produces better socid outcomes and reduced poverty rates.
In other words the in-built efficacy of MISA as a socid programme is a srong
argument in favour of its adoption as part of a PRSP.

However, two caveats must be made to linking HIPC assgance to MISA
programmes within the context of PRSPs.

Firdly, an important feature of the PRSP process is that it is based on country
ownership. MISA programmes must not be imposed on unwilling countries as a palicy
conditiondlity.

Secondly, it is quesionable whether HIPC assgtance will actudly do the trick and
ensure a sudainable exit to the debt overhang for African LDCs. Current expectations
regarding the effects of the HIPC initiative are likely to be inflated for various ressons
According to the OECDL Development Cooperation 1999 Report the average reduction
in anud debt service through 2005 under the enhanced HIPC initigtive compared with
debt sarvice pad duing 1993-98 for Burkina Faso, Mozambique and Uganda would be
equivalent to just 6-8 per cent of net ODA in 1997. The export forecasts which underlie
the expectation that the amount of debt reief provided is sufficient to ensure a durable
exit from the debt overhang are over optimigic, paticulaly in the light of recent
commodity price dedines® Findly, ad flows to LDC-HIPCs induding those not in
conflict, are dedining, thus offsetting the benefits of HIPC assstance.

Projections of average debt sarvice payments for countries benefiing from
enhanced HIPC assigance indicate that debt reief should be further deepened if
medting basc socdd needs and increesing socid invesment are deemed to be an
absolute priority. Table 12 shows projections of debt service payments in the firg three
years after the HIPC decison point for nine African LDCs. It is apparent that expected
debt service payments reman higher than primary education and hedth spending in

2 This is dearly shown by the replacement, of the IMFs Extended Structural Adjustment Facility
(ESAF) by the Poverty Reduction and Growth Fecility (PRGF).

2 The weskness of the baance of payments forecasts underlying estimates of future debt sustainability of
LDC-HIPCs is highlighted in UNCTAD (2000, part I, chapter 5, pp.154-158). See dso IMFWorld Bank
(2001).
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1998/99 in gx out of nine countries for which daa is avalable. Moreover in four of
these countries debt service obligations are a leves which ae more than double

primary education spending.

Agang this background, it may be the case that there will be a further
recondderation of the tems of the HIPC initiative, which goes beyond even its
enhanced form. The idess for a socid compaect in which debt rdief is channded into
socid investments through Internationd Socid Funds, which were canvassed before the
enhancement of the HIPC initigtive of 1999 by various NGOs, UNDP and the Harvard
Centre for Development may well be revived in this context ( Sachs e d.,1999). MISA
programmes would be a naturd candidate for such finance. However, in the absence of
further enhancement, HIPC assistance should not be relied upon as the main source of
financing for MISA

Tablel2 Debt repaymentsand spending on health and primary education (in

US$ million)

Averagedebt | Primary education Health

repayments* spending 2 spending 2
Burkina Faso 39 22 24
Maawi 72 55 37
Mauritania 75 30 19
Mozambique 61 70 52
Rwanda 7 36 10
Senegd 171 55 24
Tanzania 177 80 56
Uganda 55 280 102
Zambia 2 95 123

Notes: * Projected annua average debt repayments for the first three years after countries
eech HIPC decision point.

21998/1999
Source: Oxfam (2000). HIPC Leaves Poor Countries Heavily in Debt, September 2000,

Oxfam Internationa, Oxford

6.3  Foreign aid as a source of finance for MISA programmes

Given condraints on domedtic financing and the limits to debt rdief, a least in the
curent foom of the enhanced HIPC initigtive, MISA progranmes must largdy be
funded by internationd aid.

The cae for usng ad to support MISA programmes cannot be made using
traditiond investment project ressoning. However, the dam of MISA is dear: it
deserves support in the form of officid devdopment assdance because it is an
innovative scheme, which promises short run results for poverty reduction, and has a
long term devdopment logic, which is based on human cgpitd accumulation. Its impact
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on devdopment will be solid and potent, but snce it promotes human cgpitd formation,
itsfull effectswill take sometimeto materidize.

Fnandng MISA through ad can dso be pat of donor action to improve ad
effectiveness As ad projects proliferated in the 1980s and 1990s, the share of donor-
controlled funds increased, a the expense of the share of the regular budget directly
controlled by the recipient country, leading to a decreese in the qudity of the public
savices. Public expenditure was skewed towards capitad gpending. This can be an
ineffective dlocation of resources if adequate funds are not budgeted for operationd
expenses. For example, the current expenditure share of education in LDC
govenments  budgets decreesed markedly during those decades, from about 3.3 per
cent of GNP in 1980 to 2.2 per cent of GNP in 1998 (UNCTAD, 2000, p.189). MISA is
proposed here as an ad financed programme that bresks with this trend, and skews

government expenditure towards current Spending on poverty.

The cods of the programme s&t out in the previous chapter can be compared with
current aid flows to African LDCs (Table 13). It is apparent that in the recent past there
has been a srong downward trend. For LDCs as a whole officdd development
asdgtance has dropped by 45 per cent in the 1990s by about US$4.5 hillion between
1995 and 1998, and is now a the leves it was in the early 1970s. The reversd of this
trend, together with enhanced ad effectiveness, is imperative for LDC development.
MISA programmes should be seen as a logicd candidate for financid support in this
context.

But it is necessay to dress again the caveat made in relation to debt reief. It is
goparent tha a condition for increesed ad effectiveness is that ad should fit into
nationdly defined priorities and drategies MISA programmes should thus be integrated
within the PRSPs which are being daborated by natiiond governments in conjunction
with civil sodiety.

There is a good fit in this regard. MISA is a results-oriented poverty reduction
progranme, which develops the effective engagement of the civil society and private
sector agents, leading to grester empowerment and ownership by target populations. It
ds fits the ghift in donor thinking towards providing budget rather than bdance of
payments support. In those cases where the implementation of the MISA programme
leads to reduced repetition rates in schoal, it can dso be a source of increesed internd
efficiency of the education system.

However, it is important tha the adoption of MISA programmes should not be
mede a policy condition for the recapt of ad. Moreover, they ae mog likdy to be
effective when they are integrated as a part of a sector-wide programme for educaional
devdopment and within poverty reduction drategies. Predictability and continuity of
financing would dso be essentid for the success of MISA programmes. Donors to
MISA programmes would have to make a commitment for support over a number of
yeas in order to ensure sudanability of the programmes as domedic financing
cgpabilities are developed. Neverthdess as dressed in chapter 3, it is possble that these
schemes could be patly sdf-financing via ther impact on economic growth and on
reducing repetition rates.

ldedlly funding for MISA programmes <should be additiond to curret ad
commitments.  Internationd  Socid Funds to support Africa ae currently  being
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proposed. MISA programmes could logicdly fit within this framework. A multi donor
funding process can be envisaged to ensure the adequacy and continuity of financing of
MISA programmes.

Table13 Net ODA and net ODA per capitain African LDCs, 1995 and 1999*

Net ODA Net ODA per capita

$million $million

1995 1999 1995 1999
Angola 417.8 3875 38.8 314
Benin 2804 2108 51.2 345
Burkina Faso 4888 398.1 47.1 36.2
Burundi 2877 74.2 45.9 111
Cape Verde 117.2 1364 3085 3179
Centrd African Republic 165.6 117.2 50.6 331
Chad 236.3 187.8 36.7 25.1
Comoros 41.7 215 84.8 394
Democratic Republic of
Congo 1955 132.3 45 2.7
Djibouti 105.1 75.0 165.8 1158
Equatorid Guinea 335 20.2 839 45.6
Eritrea 1489 1485 41.7 37.2
Ethiopia 832.7 6334 15.6 10.1
Gambia 46.7 33.1 41.9 26.5
Guinea 4169 2376 63.2 328
GuineaBissau 1155 524 1079 4.2
Lesotho 1135 3.1 57.3 14.8
Liberia 1223 94.0 47 30.9
M adagascar 3011 358.2 221 238
Maawi 4323 4458 443 41.3
Mdi 541.3 354.0 55.3 324
Mauritania 230.1 2185 101.2 84.1
Mozambigue 1064.1 |1184 65.8 6.9
Niger 273.8 187.1 30.3 17.8
Rwanda 7020 3729 100.7 449
Sao Tome and Principe 84.2 275 652.9 189.7
Senegd 665.6 534.3 78.6 575
SerralLeone 206.2 735 457 149
Somdia 1889 114.6 19.9 12.2
Sudan 2394 2429 9.0 84
Tazania 8771 989.6 29.6 30.1
Togo 1922 713 46.8 15.6
Uganda 830.3 589.8 433 275
Zambia 20336 |6234 2265 63.1

Source UNCTAD Secretariat cdculation based on OECD-DAC online database

Note: *Current prices
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To sum up, implementing MISA programmes in Africen LDCs must be thought of
a an interndtiond programme to be supported in broad terms by the internationa donor
community. However, whatever financing scheme is eventudly adopted the following
principles should be gpplied:

Frg, it must dlow universal access, in the ssmise that it should be accessble to Al
candidate countries.

Second, by ther very naure MISA programmes must be implemented as nationd
programmes in participating countries, taking into congderaion the specificity of eech
one. In this sense then there is decentrdization among countries in its agpplication. In
some cases the implementation within a specific country may aso be decentrdized (see
next chepter), but funding for MISA must be trested as a nationd concern, not as a
problem of financing small projects for specific communities.

Fndly, it should be adopted and daboraed on the bass of nationd owneship of
policdes within the context of sector-wide programmes of educationd development and
nationa Srategies of poverty reduction.
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Chapter 7
Some implementation options

A MISA programme has to be talored for each country, as there are many specific
detals tha mugt be taken into condderaion, as has been discussed in the foregoing
chepters. The purpose of this chapter is to identify the ssues rdaed to implementation,
and ocondder some options by identifying implementation functions and discussng
which of them should be addressed a which leve.

One of the lessons from the Latin American experience was the need for
condderable flexibility in the metter. Hexibility is even more citicd in the African
LDC context snce there is an even greger vaiaion in the human, financd,
inditutional and technical resources that can be mobilized.

7.1  Some implementation principles

The fdlowing provides a set of guiding principles for the devdopment of
implementation Srategies

" Implementation mechanisms must ensure the grestest possible flexibility to ensure
adaptability to locd contexts, while retaining overdl programme coher ence.

. Accountability mugt be built in to each levd of the sysem, with dear ddinestion
of roles, respongbilities and reporting requirements.

*  Gender dimendons should conditute a key condderation in dl programme and
implementation mechanisms and drategies must  reflect gender bdance on
governance or supervisory bodies.

. Targeting must ensure reduction in inequities within a context of overdl poverty
reduction.

" Responghility for implementation should be devolved to the level closest to the
beneficiaries that will permit effective and efficient implementation.

" The principd beneficiaries should be households (however defined). Within the
households, the cash trandfer should be given to women, whether in femae headed
households or in nudear families

. Implementation mechanisms must as fa as possble provide opportunities for
participation of the beneficiaries, as wel as representatives of civil society and
inditutions in the society thet will be most directly affected (eg. schoals).

" Where necessary complementary initiatives must be supported as pat of the
overdl programme to ensure maximum impact and qudity.

" There must be clear linkages to other poverty reduction initiatives in other
sectors, and to other education sector development initiaives
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7.2  Levels of implementation

While the conditions in individud countries will vary, there are in theory a least
five key levels of implementation for a scheme of this nature:

7.2.1 Household level

The locus of impact of the scheme is a the levd of the household in terms of
poverty reduction, dimination of child labour and school atendance. If the impact is not
measureble or detected a this levd, the gpproach is dealy not successful. The
definition of what conditutes the household leved may vary from context to context
depending on the locd socid conditions target priorities (categories of “extreme
vulnerability” such as HIV/AIDS and wa orphans, working children, etc) and the
targeting goproach used (individud households, whole communities in extreme poverty,
extremey vulnerable households in poor communities etc.).

7.2.2 Community level

Schools are located in and serve locd communities. In addition, for targeting in
contexts where rdidble data on individud household income is not avaldble,
communities may be identified as the key unit for targeting. If there is to be a focus on
other factors of vulnerability in addition to extreme poverty, the community is often a
criticd participant in the process of identifying digible householdsfamilies (HIV/AIDS
or conflict affected areas, working girls, children & risk of dropping out etc.)

7.2.3 Local/digtrict/municipal level

The Lain Ameican experience used the locd government levd as the key
implementation levd. This is patly because primary education normdly comes under
the authority of locd government, as ae many socid wdfae and povety dleviaion
functions. In African LDCs there may wel be a different dlocation of authority to the
locd or didrict levd, but in most cases locd authorities have some responghility for
primary education adminidration (Sometimes limited to condruction and maintenance
of fadlities). A key quegion in the desgn of implementation drategies will be an
assessment of the cgpacity of the locd authorities, and of the capacity-building needs to
enable them to play an effective role in implementation.

7.2.4 National level

Because of the focus on the mogt vulnerable families and communities, there is an
important role for the centrd government in addressng equity issues and monitoring
andmanaging the trandfer of resources to locd authorities. Given the need for a
condderable degree of targeting in this approach, the naiond government will cdlearly
have a role in determining the targeting criteria and mechaniams, as wdl as liason with
donors, implementation support agendies, civil socidty etc.

7.2.5 International level

In Lain America the scheme originaied in a natiiond initigtive and has snce been
tranderred to other countries without any systematic internationd  mechanisms
However, the focus on African LDCs suggeds that there may be a role for internationd
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cooperation in gpplying the approach to the African context, a least in the initid Sages.
The role of the actors at this level will be limited in terms of actud implementation, but
coud be citicd in such aess as leaning networks and information dissemination,
advocacy, and technicd assstance.

7.3  Implementation functions

There is a range of key implementation functions that need to be addressed in
order to ensure effective implementation of schemes of this type. In the case of some of
these functions ther locus in terms of leved is Smple while in the case of others the
assgnment of these functions across the various leves will be drongly determined by
the loca conditions, preferences, capacities and governance practices of the country
concerned. This chapter congders some of the implementation functions and reflects on
the issues that need to be taken into account in assgning them across levels In the end,
of course, each country would develop its own implementation matrix (Graph 2).

Graph2 Implementation matrix

Function

informaion shaing
evauation

Capacity-

L evel

Policy stting
Resource mobilization
Grant dishursement
support programme
Monitoring and
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Complementary

Advocacy
Leaning and

development

Internationa

Nationd

Loca

Community

Household

7.3.1 Advocacy

There is condderable need for advocacy of an innovetive approach paticularly in
view of the drong competition for resources in Africen LDCs. There is dealy an
advocecy role a the internationd leve, to convince the donors and internationd
agencies of the vaue of such a programme, and to mobilise support for the concept a
the regiond leve in Sub-Saharan Africa

At the nationd leve, advocacy may be required to dicit support from the range of
government  sectors involved, induding the office of the head of dae, the minigtries
resoonsble for devdopment, planning, finence, public adminigration, education, and
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socid wefare. The nationd level will dso have to ensure linkage to the PRSP, and to
any dggnificant related drategies such as education sector-wide gpproaches (SWAS),
Education for All (EFA) programmes and other nationd forums. Advocacy may dso be
required a the nationd levd to dicit the support of key agencies and actors in cvil
society, and to create afavourable policy environment for innovation.

At the locd authority levd, advocacy may be reguired to mobilize community
support and participation, and to convey and and legitimaie the targeting criteria At the
individud community levd, some advocacy may be reguired to engender wider
agoprovd, of sdective support, as wdl as to involve the school community in the
scheme.

7.3.2 Learning and information sharing

There is a key role a the internationd levd to fadilitate learning and information
sharing between countries and between regions This information sharing should hep to
make lessons from experience and successful prectices avalable in a way tha
encourages learning and adaptation to loca contexts. There is dso an urgent need for
ome leaning and informaion dhaing regarding the complementary  support
programme that may be necessary for effective implementation.

At the nationd levd there is ds0 a need for learning and information sharing
between locd initigtives and dso between the various actors and agencies involved in
supporting the gpproach. It is dso important to ensure effective linkage and information
sharing to and from the internationa networks.

7.3.3 Policy setting

The principd locus of policy will be a the nationd leve, snce thee schemes,
while implemented & locd and household levd, usudly involve dlocation or trander of
nationd resources, and have to be located within nationd policy frameworks poverty
reduction objectives and education and devel opment targets.

The naiond levd may determine the extent of policy discretion to be deegated to
the locd government leve, and even to the level of individud communities and ther
schools.

7.3.4 Resource mobilization

There may wdl be a limited role a the internationd levd for supporiing the
process of resources mobilization, but this will largdy be a the levd of advocacy,
technicd assdance, and information sharing. The likdy drong linkage of most
initistives to the Poverty Reduction Strategy Peapers and to debt reief means that the
mgor focus of resource mobilization will be a the naiond levd, dthough both of these
involve mobilization of internationd resources for naiond progranmes. There may
wel be a need for resource mobilization drategies a the locd and community levels to
support implementation and ensure sudanability. This may involve human, inditutiond
and financid resources.
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7.3.5 Project initiation

Given the credtion of a favourable policy environment, initiaion of projects may
take place a a range of different leves depending on the implementation gpproach
proposed. It may wel be tha individud communities or locd authorities can operate
within the policy framework to initiste a loca scheme subject to higher-levd approvd,
while in other contexts it may be necessry for the nationd leve to take responghility
for project initigtion.

7.3.6 Grant disbursement

The experience of Latin America and of secondary school scholarships for girls in
LDCs indicates that there is a wide range of options for grant disbursement, including
ue of banks and even cash cads, locd government authorities, contracted NGOs,
schoal governing bodies and so on.

7.3.7 Complementary support programme

It is crucid that MISA schemes be implemented in the context of a range of
complementary support programmes. At the globd leve, these are not regarded as part
of the ovedl gpproach, snce they will vary condderably from context to context.
However, a the naiond levd, complementary drategies may wel become an inherent
component of an overdl development initiive in which income trandfers for education
atendance form one centrd dement. Such complementary support programmes may
indude supply-sde initigives to ensure the avalability of an adequate supply of
learning opportunities for children. They may dso indude demand-sde drategies such
& community educdtion grants to fadlitale community involvement and qudity
improvement a the school and community level.

7.3.8 Capacity devel opment

A criticd leson from the experience in Lain America and Sub-Saharan Africa is
the key role of capacity development in implementation. In the case of African LDCs
there is clearly an important capacity-development component necessary for effective
implementation. Cgpecity devdopment is required a every levd from the nationd
through the local to the community, school and household levels

7.3.9 Monitoring and evaluation

Monitoring and evdudion tha need to be caried out a severd levds The
internationd  level  will probably largdy be confined to networks and  information
shaing to fadlitate learning from the monitoring and evauation. At the nationd and
locd levels various monitoring and evauation functions may be didributed in different
ways depending on the nature of the programme and the functions assgned to the
various leves Paents and communities aso may have important roles in monitoring
the implementation and effectiveness of the scheme.

7.4  Implementation options

This section explores very briefly some of the posshle options for implementation
mechanisms a each leve. This must of necessty be exploratory and tentative in nature,
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gnce the implementation mechanisms depend vey criticdly on locd  conditions
cgpacities and culture. A number of posshble options are conddered in reaion to each
leve.

7.4.1 International

At the internationd levd there may wdl be some vaue in condituting some kind
of task force condging of influentid and wdl-known persons from Africen LDC
governments, international  agencies, foundations and corporations to provide added
weght to the internationd advocacy to develop momentum a the globd levd. This
body may deem it of vaue to have the support of a technical advisory group with strong
nationd participation.

There will need to be some inditutionad capacity to ensure that the internationd
functions of learning networks and informetion sharing are caried out. This may be
accommodated within an exiging internationa indtitution (such as UNCTAD or ILO) or
could belinked to an existing network.

At the regiond leve there may wel be some need to ensure tha the scheme
recaves the support of key actors especidly governments through  regiond
organizetions. One example is the Associaion for the Devdopment of Education in
Africa (ADEA), which condgts of dl the minisgers of education in Africa in partnership
with key donors to Africa There may well be other regiond bodies that play a key role
in povety reduction and/or the dimination of child labour. Other key regiond bodies
such as the Forum of African Women Educationdiss (FAWE) may have a usgful role
to play, especidly in ensuring afocus on the gender dimensons.

7.4.2 National level

The locus of policy related to the scheme is dearly a the naiond levd, and there
ae a number of possble mechanisms that can hdp to fadlitate effective
implementation. One of the options concens the location of the intigive in an
individua ministry (such as educdtion), in the office of the heed of Sate, or in the
minigry of finance Another posshbility is the establishment of an inter-minigerid body
to devdop the conducive policy environment and to coordingte implementation. These
functions could be separated, with policy development a the inter-minigerid leve, and
implementation located in a leed minisry. Experience in Lain America suggests thet
there is consderable vaue in locaing the project a an inter-minigterid or head of date
leve. If it is implemented through the adminigrative infrestructure and budget of the
minidry of education, it may wel end in competition for resources (financid, humen
and indtitutiondl) with the supply-gde responghilities of that minigtry.

It is ds0 dear that there may be benefits in involving a wide range of other actors
and inditutions in the nationd level governance mechanism, even if there is need for a
diginction between advisory and executive functions. Thus nationd schemes may wish
to conditute more broadly based programme implementation units deering committees
or advisory bodies with involvement of internationd agencies and donors locd and
internationd NGOs  cdvil socely and  community-based  organisations,  and
representatives of key interest groups, including the beneficiaries.
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7.4.3 Local authority level

As a the nationd levd, there is a dmilar issue regading the location of the
programme in specific sectors of locd government (education, socid security, finance
etc) or in some inter-sectord body or the office of the head of the locd government
(mayor, chief, governor). As in the case of the naiond leve, there may be consderable
benfit in finding mechaniams to incdude the voices of civil society, locd NGOs and
community-based organisations, and project beneficiaries in managing, supervisng or
upporting implementation.

7.4.4 School/community level

The locd community often has to cary some of the burden of identifying target
households or recipients. They dso often have to support the locd school in responding
to the supply pressures placed on the school/s, and in supporting qudity  improvement
progranme that may be pat of the nationd programme. Where school governance
mechanisms provide for adequate community participation to fecilitate effective support
for the gpproach, the scheme should build on theses Where these do not exis or have
limited participation or insuffident authority, the scheme may require changes in
governance policies and concomitant cgpacity deve opment.

7.45 Household leve

Srategies may be required to ensure that the scheme does not result in
dissmpowerment of women in the household or girls in the home Thus it has been
common practice in some schemes to target women or child-headed households, or to
ensure that cash transfers are givento women.
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Appendices

Appendix 1. lllustrative examples

The following cases indicate initid reections to the MISA gpproach and how it may
fit within current poverty reduction and educationd development efforts in three
African LDCs. These examples are intended to be illudrative. They do not necessarily
reflect a choice of countries for implementing the pilot project, nor ay prior
commitments concerning the desgn for such a project. They ae induded as they
exemplify how MISA programmes can be integraied with African redities and
priorities

Casel Mozambique: a countryin transition from instability to stability
The current education stuation.
The Mozambique educationa system is organized as follows:

EP1 — Low primary education (5 years)

EP2 — Upper primary educetion (2 years)

ES1— Firgt cyde of secondary education (3 years)
ES2— Second cycle of secondary education (2 years)
5+2+3+2 = 12 years

Basc education corresponds to the complete 7 years of primary education (EPL +
EP2) and is complemented by aformd and illiteracy programmes.

In 1981, sx weeks dfter the procdamation of independence, Mozambique had
virtudly achieved universd access to primary education with a 93 per cent gross
enrolment rate. However, performance was reversed manly because of the negdive
impact of the war, which affected the country for 16 years.

From 1993, the sysem dated to expand agan and by 2000 gross enrolment rete
was 90.6 per cent, but is ill lower than the figure in 1981.

In 2000, net enrolment rate was 54 per cent, which means that Mozambique is not
on the trgectory required to achieve universd primary education by 2015.

Internal efficiency

The dropout rate in primary education has dedined from more than 20 per cat to a
nationa average of 7 per cent in 1999, but is 4ill higher in some provinces The
repetition rate is a big concern representing 25 per cent of the enrolments in primary
education for more than 15 years.

Demand is affected by the shortage of teachers and classooms, and dso by the low
internd efficiency of the sysem.
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The imbaance between urban and rud aess, and among provinces, as wdl as
gender inequdities are dl factors influencing access and paticipation, as wel as girls
performance.

Research shows that poverty is much sronger than culturd factors in determining
school  attendance. Opportunity cogt implications have to be congdered when it comes
to femde educaion. Experience shows that removing fees in primary education, leads
to an improvement in access. However, the chdlenge is how to keep children in school
without providing additiona support to compensate opportunity costs.

Mozambigue has some postive experience, with scholarships for girls in secondary
education and teacher training. Another experience is the programme on textbook
provison through Caixa Escolar - a revolving fund mechanisn whose objective is to
guarantee textbook digribution to primary school pupils The programme is seen as an
gopropriate intervention to address poverty. It should be noted that the Caixa Escolar
programme is important but insufficient snce disdute poverty affecting the mgority of
families goes beyond the textbook provison.

Financial issues

Snce mid-1990, the Government of Mozambique has subdantidly incressed
domedtic expenditure in education, resulting in an average growth rae far outdripping
the growth of GDP and of tota governmenta expenditure,

From 11 per cent of the govenment budget in 1994, the educaion budget hes
grown to about 19 per cent in 2000. However, the main feature of this budget growth is
that it goes manly to sdaies, which represent 75 per cent of the tota budget. In

primary education the percentage of sdaries budget is more than 90 per cent. In terms
of GDP, education represents about 2.2 per cent.

At this point in time, HIPC impact in education is very low. There is an enormous
trade-off between dlocating additiond resources for education and hedth.

" The levd of povety incdence is high in Mozambique Household surveys
conducted in 1997 show that about 70 per cent of the populaion lives in dsolute
poverty,

" There are provincid imbaances between urban areas and, between urban and rurd
aress,

" Limited domestic fiscal capacity generates few resources for cash trandfer;

. Thereis very pronounced gender gap.

Theway forward

The programme could be concentrated in a sdected number of rurd didricts
having girls as the target group. However, a more haolisic gpproach is suggested,
combining a cash trander progranme with school development as a whole. A broader
vison of generd school devel opment might indlude the following dements

= shared vison deveopment with the community,
» dear gods
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school development plan,

professiond |eadership/head teecher,

participatory approaches including accountability.

Emphasison learning - maximizing learming time.

Creating a pogdtive learning environment

gregter sudent involvement (more towards learner-centred support),
parental and community involvement.

At provincid and didrict levels appropriste monitoring mechanisms need to be
developed in order to enable the respective education officers and community/parents
representatives to monitor and support the cash transfer programme at the schools.

Policy Framework

The Minidry of Education has developed a five years rolling Educaion Sector
Strategic Plan (ESSP), appraised and endorsed by the Government and donors. All the
donors agreed to support educatiion sector efforts within the context of the ESSP.
Currently the Government is in the process of findizing its PRSP, which includes
s ected activities from the ESSP having potentia impect for poverty reduction.

Following the Dakar Dedaraion, Mozambique is devedoping an action plan, which
is seen as pat of the ESSP. The man objective is to define clear gods and targets to
gpecify when and how the country will be able to achieve universd primary education.
Thus, the cash trander programme should be seen and undersood as an indrument
which will be pat of the exiding policy and planning mechanisms, aming &
accelerating current reforms and reducing poverty.

Case2 Senegal : incitations & la demande d'éducation des familles
pauvres

La stuation actuelle du secteur del'éducation.

Avec un taux de scolarisation brut (TBS) de 68.3 per cent en 2000, le Sénégd fait
patie des pays les moins scolarisés en Afrique au Sud du Sahara (ASS). Pourtant, il
consacre environ 52 per cent de son PIB au secteur de I'éducation, I'effort public
représentant prés de 30 per cent des dépenses courantes de |'Etat (tableaux 1 et 2).

L’ efficacitéinterne

La paité gacondfilles (47 per cent) nest toujours pas rédiste. La scolarisation
connait dimportantes inégdités entre les régions, le TBS S variant entre les régions de
35 a 90 per cent. Le systeme éducatif et confronté aind a un probleme dinefficacité et
dinéguité. Les indicateurs de qudité ne sont guére brillants. Les taux dabandon e de
redoublement demeurent édevés, respectivement 6 per cent & 15 per cent dans
'ensaignement éémentare. Les niveaux denssignement secondaire e supérieur
affichent des taux nettement audessus de ceux de I'démentaire. Pour tous les niveaux,
les filles redoublent et abandonnent plus que les gargons. Une autre caractérigtique du
systéme éducdtif senégdas est le ratio nombre ddeves par enseignant tres devé (65).
Tous cesindicateurs montrent que I'efficacité interne est faible.
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Allocation des ressour ces

L'enseignement démentaire n'dbsorbe que 36 per cent des dépenses publiques
courantes dors que l'enseignement supérieur, gréce 4 sa capacité de négociation,
accapare pres de 26 per cent de ces dépenses. Pour tous les niveaux, les colts unitaires
sont devés lls sont essntidlement congtitués des sdaires. Dans  'ensaignement
démentaire, ces deniers représentent une proportion de 97 per cent. Au cours des
derniéres années, des politigues ont &€ mises en oeuvre dans ce Sous-secteur pour
réduire la dépense <daide par déve dases a double flux, syséme multigrade,
recrutement denseignants volontaires dont le sdaire représente a peine le tiers de cdui
dun indtituteur fonctionnaire.

Un nouveau programme sectoriel.

Constient de ces nombreuses digorsons le Gouvernement a daboré un
Programme Décennd de |'Education et de la Formation (PDEF) qui vise I'expangon du
réeau avec la scolaristion universdle, I'amédioration de la qudité avec la baisse des
taux de redoublement e dabandon, la didribution grauite de manues dans
I'enseignement démentaire et I'amédioration de la gestion Stratégique du sectevr.

On peut dire que le PDEF cherche a dessarrer les contraintes liées a I'offre
déducetion. En €effet, en ce qui concerne la demande, les principaes dratégies retenues
pour inciter les ménages a scolaisyr leurs enfants sont la suppression des fras
dinscription dans l'enseignement  démentaire, le lancement dune campagne de
sengbilisation et la didribution gratuite de manuds scolares qui peut ére consdérée
auss comme un effort de réduction des colts déducation a la charge des parents. Le
Ministére de I'Education Nationde (MEN) est conscient du fat que ces straégies ne
sont pas suffisantes pour l'inscription et le maintien a I'école des enfants des familles les
plus pawres. Le chdmage des dipldmés, l'atrait quexerce l'immigration sur les jeunes
des zones rurdes & les colts dopportunité devés de la scolarisation pour les parents
représentent de puissants facteurs qui dissuadent bien de ménages démunis denvoyer
leurs enfants al'école.

Nouvellesincitations a I'augmentation de la demande d'éducation des pauvres.

Le MEN cheche a compléter les draégies de dimulaion de la demande
déducation en générdisant I'expérience des cantines scolaires Cedles-c sont implantées
dans les zones rurdes de Sx dépatements. Initidement, il Sagissat de venir en ade aux
deves déplacés des deux régions du Sud confrontées a une rébdlion amée
Actudlement 92,600 sur 188000 déves, soit pres dun enfant sur deux, mangent dans
ces cantines. |1 est prouvé que ces derniéres contribuent au maintien des ééves al'école.

Les cantines scolaires fonctionnent essentidlement gréce a I'gppui de bailleurs de
fonds qui fournissent des cérédes a I'exception de I'UNICEF dont la contribution est
financiére. Les enfants participent au financement en sacquittant dune cotisation. Un
des objectifs du MEN actudlement est déendre I'expérience des cantines scolaires aux
zones rurdes des autres régions du pays. Un programme qui sinspire de l'expérience
Bolsa-Escola pourrait condituer un autre indrument de gimulation de la demande
déducation des enfats des familles les plus pauwres. En opé&ant des transferts de
ressources financiéres directement a leur profit en contrepartie de linscription et du
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maintien de leurs enfants a I'école, la pauvreté serait combattue a court terme en méme
temps que samdiorerait le capitd humain des enfants confrontés ala pauvreté extréme.

Un td programme devrat ére implanté prioritarement dans les zones rurdes ou
vivent principdement les pauvres. Il pourrait auss Sappuyer sur les femmes en en
fasant les bénéficiaires directes des transferts de revenu minimum. Dans une &ude
économétrique menée par le Centre de Recherches Economiques Appliquées de
'UCAD dans le cadre de la préparation du Document de Straégie de Réduction de la
Pauvreté (DSRP), il a éé solidement éabli en effet quune augmentation de la part des
revenus féminins dans le revenu totd du ménage toutes choses égdes par alleurs,
augmente les dépenses dimentaires de ce dernier, ce qui réduit son expostion a la
pauvreté. La préparation en cours du DSRP offre I'opportunité dinclure dans les actions
a retenir pour le secteur de I'éducation, un programme-test devant permettre de vérifier
I'adaptabilité de l'expérience Bolsa-Escola au contexte sénégdais. En cas de réussite, un
nouved indrument pourrait and Sgouter & ceux dont digpose dga le MEN  pour
dteindre son objectif de scolaristion universdle et de rdévement de la qudité de
I'ensaignement alafin de la présente décennie.

Case 3 Tanzania: transfers for poverty reduction through primary
education

Throughout the 1970s the Government of Tanzania adopted free universa
primary education. During this period public expenditures increased, supported by high
donor funding. Increesed expenditures were adso complemented by high rates of
mobilization, sengtization and public campaigns.

The public responded pogtivdy to these supply messures Gross  enrolment
increased to reach 93 per cent by 1980, 99 per cent for boys and 86 per cent for girls.
These numbers may be a little exaggerated, but it is generdly agreed that enrdment was
high. But these achievements were not made without problems. A focus on quantity led
to qudity dedines This in combination with rigng cods of living and education
motivated parents to withdraw children from public schools. By 1997, gross evdment
hed falen to 66 per cent, 67 per cent for boys and 66 per cent for girls. Apparently the
rate of withdrawa was higher for boys than for girls. The rate is currently around 76 per
cent, with a gender baance.

Current Government initiatives and implicationsfor cash transfer

The dove expeience shows that poverty explans pat of the enrolment decline.
This suggests thet initigtives to boost demand will enhance enrolment. This provides the
cax= for targeting poor households, which are unable to enroll children and kegp them in
school. But targeting is difficult in a country where the mgority of the population (over
70 per cent) is poor and the data is not available for accurate targeting. Targeting under
these conditions has to be more focused.

The PRSP recognizes the importance of focused targeting. It does this hy
identifying extreme vulnerable groups, such as victims of HIV/AIDS, dreet children,
gtc. These groups will receive specid atention. But the PRSP fals to see the role of
cash trandfers. Ye, it is obvious that in Stuations of income collgpse, a case for cash
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trander may be made not only for dabilization but aso, in the context of education, for
increased enrolment and retention of pupilsin the classes.

This focused agpproach is more likdy to get support from the Government and
donors for three ressons Firdly, it is undertaken within the framework of the
Govenment budget. Alreedy extreme vulnerability is budgeted for. Secondly, a more
focused targeting is less resource demanding. It can be accommodaied within the
exiging resources, which are unlikdy to increase in the short to medium term. It should
be noted that for many countries the HIPC rdief will not produce Sgnificant extra
resources and most of these resources have anyway been accommodated in the PRSPs.
Thirdly, this approach brings in cash trander from a devdopmenta angle, dthough
some consumption may be a pre-requisite for enhancing future human capatility.
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Appendix 2. Pilot programme proposal

t{;—! N
V‘, I O \)Q Programme proposal for the Third
v v United Nations Conference on the
W} Least Developed Countries (LDC

s A )

Minimum Income for School Attendance

(MISA)
Coverage: African LDCs
Executing: Internationa Labour Office (ILO)
Agency United Nations Conference on Trade and Development
(UNCTAD)
Summary

MISA is a cash trandfer (minimum income) programme conditiond on school
atendance, tageted to the poores and most vulnerable families The diginguishing
feature of the MISA gpproach is to use the cash trander instrument to achieve the
dmultaneous objectives of reducing current poverty, combating child labour and
improving the educationd atanment of the children, which should sarve to reduce

future poverty by increasing human capitd.

Evaduations caried out in both Brazil and Mexico indicate that there is a strong
synergy between these objectives. They dso show tha the scheme can have wider
multidimensond effects In particular, it has been observed that the increased security
provided by the cash trander conditiond on school atendance can increese femde
activity rates in the labour market as wel as upgrading labour skills and strengthening
the coordination of socid palicies, and therefore, their effectiveness.

A Report* prepaed by an Advisoy Growp brought together by ILO and
UNCTAD, with the participation of representatives from some African LDCs and from
UNICEF and the World Bank, hes assessed the dedrability and feeshility of goplying
such a scheme in African LDCs. The Report argues that the MISA gpproach would be a
vduable and innovative mechanism for hdping governments to achieve internationd
devdopment gods and the specific targets of ther Poverty Reduction Strategy Pepers.

% Report of the ILO/JUNCTAD Advisory Group. 200L.The Minimum Income for School Attendance (MISA)
Initiative. Achieving International Development Goals in African LDCs. Geneva.

68



Prdiminary edimates for a limited MISA progranme, targeted simply & poor families
with children dropping out of school, indicate cogts in the range of US$10-40 million

per year per country.

This programme proposa condds of a pilot scheme, to be implemented in & lesst
three African LDCs over the next three years to examine benefits, trade-offs, costs and
implementation options in practice. This will be coordinated by the executive agencies
with possible involvement of other specidized UN agencies.

Budget

It is proposed to conduct pilot projects in three African LDCs (2001-2004). The
budget etimate is based on smulaions mede for three countries, which differ in terms
of target group size, anud vaue of cash grant and gross enrolment rate (GER) gep. In
addition, 20 per cent over-head costs were also computed.

Country 1: 5,000 children x US$H5 annud schodl grant + 20 per cent over-head =
US$270,000

Country 2: 10,000 children x US$50 annud school grant + 20 per cent over-head =
US$600,000

Country 3: 1,600 children x US$80 annud schodl grant + 20 per cent over-head =
US$153,600

Total amount: US$ 3,070,000 for threeyears

Background

Poverty and socdd exduson ae a widesporead and profound problem of globd
proportions (UNCTAD, 2000 and World Bank Report, 2000-2001). To dlevige the
plight of this immense contingent of poor, severd initiatives to extend and improve the
socid protection sysem of the countries concerned have surfaced, some of which are
ingpired by the concept of guaranteed income. These are minimum income programmes,
which may be tied to school atendance by poor children of schoolgoing age. They are
paticularly atractive because in addition to reducing poverty they increase educationd
attainment and contribute to the dimination of child labour.

Sevard Lain American countries, like Brazil and Mexico, have been pionears in
extending minimum income support schemes in a devdoping country context. The
format of a guaranteed minimum income tied to compulsory school attendance, was
implemented successfully in Bradlia, Brazil Federd Didrict, in 1994. For the firg time,
a socid programme reeched a aufficiently large scde and coverage to generate an
effective impact on the impoverished population. In view of the very satisfactory results
and low operationd cod, and in the absence of perverse trade-offs tha often have an
adverse effect on the efficiency of socid programmes, the Federd Didrict Bolsa-Escola
progranme has become something of a modd in Brazil and other Lain American
countries.

Wha ae the mgor outcomes of the Bolsa-Escola programme? It has contributed
to the breskdown of mechanisms which exdude the poorer students Bolsa-Escola
commits families to ensuring that their children aitend school and, a the same time,
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obliges the schools to keep on students who would otherwise be & high risk of dropping
out. The Bolsa-Escola programme has proved an effective means of bresking one of the
mog pevasve mechaniams for reproducing and legitimizing inequdities namdy, ealy
exdudon from school. In addition, the Programme does not conditute a disncentive to
work, but rather, the contrary. Family income (not including the benefit) increased
ggnificantly in the fird year tha families were in enrolled in the Progranme, despite
the difficulty of finding jobs on a wesk labour market. More than 50 per cent of the
adults in the programme and/or ther spouses are illiterate, or bardy literate. Despite
such shortcomings, the level of occupation (employment) among the benefited families
roe to a levd tha fulfilled ther basc economic needs notwithganding an
unfavourable economic environment characterized by recesson. Thanks to the monthly
cash benefit recaived over the period of one year, over two-thirds of the families in the
Bolsa-Escola programme were endded to rise aove the poverty line and reduce ther
degree of socid deprivation. The Bolsa-Escola programme dso had postive effects on
the incidence of child labour, in that Bolsa-Escola sudents tend not to be engaged in
paid work.

ILO and UNCTAD have brought together an advisory group of internaiond
expats to asess the feadhility and degrability of gpplying such a scheme to African
LDC's. The Report of the Advisory Group argues that the MISA gpproach would be a
vdudble and innovative mechanism for hdping governments both to achieve
internationd development gods and the specific tagets of ther Povety Reduction
Strategy Papers. Prdiminary estimates for a limited MISA progranme, targeted smply
a poor families with children dropping out of school, indicate cogts in the range of
US$10-40 million per year per country. The vey podtive outcomes of this joint
initiative led to the following programme proposals for UNLDC 1.

Objectives

The overdl objective of this initigtive is to tesx how the MISA approach can best
be implemented to promote poverty reduction, the achievement of universd primary
education and the dimination of the gender ggp in educaion, the combaing of child
labour and human resource development in African LDCs.

Strategy

The prdiminay assessment of the dedrability and feashility of applying MISA
progranmes in African LDCs has identified a series of issues and options for
progranme desgn and implementation. The basc form of the programme will vary
according to the precise weight given to the achievement of the different objectives,
which are dtainable through the programme. Key issues incdude the vadue of the cash
grant, defining and identifying the population to which it should be targeted, designing
the scheme to ranforce sthool  qudity, maximizing the  multi-dimensond
developmentd benefits of the programme, determining the role of locd and centrd
inditutions, tailoring the programme to rurd and urban communities

These issues can only be effectively addressed through concrete initiatives. Rilot
projects ae dso imperaive to dlow LDC governments themsdves to talor the
programmes to ther locd crcumgtances and fit them into their poverty reduction
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drategies. It is important that LDC governments who enter the pilot project agree to be
fully involved in the design, implementation and monitoring of the pilot project.

Resaults

The outcome of the project will be to provide informaion on how the MISA
approach can contribute to poverty reduction and educationd gods of the LDCs and
how the gpproach can be goplied on a wider scde both within the countries concerned
and in other African countries over the tenyear period of the Globd Programme of
Action for LDCs.
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