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Executive Summary

PART A. Confronting the Challenge

I. Introduction

The people of Swaziland are its greatest resource. Yet social and economic indicators of
household welfare converge to confirmn fundamental inequalities in access to incomes and
assets, and the existence of significant poverty and deprivation. Furthermore, as the regional
economic and social climate is transfonned, the fragile gains of the past are being fast
eroded. At this historic juncture, the Swazi poor need to come to the fore of the public policy
framework. There is an urgent need-and an opportunity-to catalyze a new pattern of pro-
poor development in Swaziland where the poor participate and share fully in growth, human
development and social protection.

Policy framework: Many of the policy actions required to reduce poverty have already been
identified and embodied in Swaziland's National Development Strategy (NDS). A poverty
reduction strategy in Swaziland means prioritized implementation of NDS policies.

Focusing on the poorest groups: The study focuses on the poorest 40 percent of the
population (the poor) and the poorest 20 percent (the core poor).

II. The Limits of Narrow Growth

High growth in the past, but stagnation at present: The Swazi economy performed strongly
during the 1980s, but over the past seven years, average real GDP growth has hovered close
to the population growth rate estimated at 2.7 percent by the 1997 Census. In other words,
real per capita incomes have remained virtually stagnant in the mid-i 990s. Moreover, it is
estimated that Southern Africa Customs Union (SACU) receipts-which have supplied about
50 percent of Swaziland's total government revenue-will drop by as much as 8 percent of
GDP beginning around 2000/01, underlining the need for deliberate Government action to
promote fiscal allocations which are pro-poor.

The gains of the high growth has not benefited everyone equally: In fact, the pattern of
concentration in wealth and incomes indicates that only a small share of the population have
garnered most of the national income. Analysis of the national income distribution from the
1995 SHIES shows that the richest 10 percent of the population control almost 40 percent of
the total incomes in Swaziland. In sharp contrast, the poorest 40 percent of the population
control only 14 percent of total incomes. Inequality is high in both rural and urban areas.

By any measure, poverty in rural Swaziland is worse than in urban areas: Approximately
43 percent of the rural population fall below the national upper poverty line (UPL), while
about 30 percent of the urban population are poor. The depth and severity of poverty are also
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worse in rural Swaziland. Moreover, rural areas have a greater share of the poor (84 percent)
than they have of total population (79 percent). Not only is a rural Swazi more likely to be
poor-and in deeper poverty-than a Swazi living in town, but the majority of poor people
reside in rural Swaziland. Within rural areas, the worst poverty levels (all indices) are found
in rural Shiselweni region. In rural Shiselweni, more than halfthe population live in poverty.

Poverty in Swaziland is indeed characterized by a strong rural dimension, but the
vulnerability of the urban poor cannot be overlooked. In fact, the share of the population of
the large gazetted towns who live in poverty (40.6 percent) is almost as high as the share of
rural Swazis in poverty (42.8 percent).

Labor is the Poor's MajorAsset: Given the inequality in ownership of physical assets
observed above, the major asset available to poor households is the quantity and quality of
their labor power. The greater the imbalance of dependents to labor-force participants, the
greater the chance of the household being in poverty. Yet adequate quantity of labor-power
alone is not sufficient to prevent the household from being poor. There needs to be sufficient
labor market demand to absorb the continuous new entry into the labor-force and households
must be able to invest in the skills for which there is market demand. Unfortunately, in the
mid- and late-1990s unemployment in Swaziland has been in excess of 20 percent and rising
as job-creation fails to keep pace with high population and labor force growth. For the age
group 15-24 years, the problem is acutely worse, with national unemployment levels above
40 percent. And it is estimated that over 40 percent of the core poor are unemployed.

Migrant labor opportunities have declined: As unemployment in South Africa rises,
migrant workers from neighboring countries such as Swaziland find it increasingly difficult
to find employment and are returning to their home countries. In 1990 there were over
16,500 Swazi migrant workers employed in South African mines compared to about 13,000
in 1997. Labor income from Swazi mine workers fell from being equivalent to 13 percent of
GDP in 1990 to only about 6 percent of GDP by 1995-1997. Furthermore, the slowdown in
foreign direct investment (FDI) has also led to stagnation in employment in the urban
economy and the title deed land (TDL) sector. The duration of urban unemployment
episodes is likely to have increased, as have pressures on the urban informal sector to absorb
new entrants and lay-offs from the formal sector.

Levels of growth need to be high and the pattern equitable to reduce poverty: Estimates
show that a unit reduction in inequality would have as great an impact in reducing poverty as
a unit of inequitable growth. Additionally, an estimate was made of the minimum rate of
national income growth that is needed to reduce the total number of the poor, if inequality
remains unchanged. Under an assumption of 2.7 percent per annum population growth rate,
Swaziland requires a minimum growth rate of 5 percent per annum in real GDP, or a
growth rate of 2.3 percent per annum in real per capita GDP, in order to prevent the
numbers of the poor from rising. This is clearly cause for concern. The actual real per
capita GDP growth rate in Swaziland has stagnated around 0 to 1 percent in recent years.
Furthermore, GDP growth projections for Swaziland in the short term are not very optimistic
and are placed currently around 2 percent per annum by the World Bank. This is far below
the minimum target growth rate required for reducing the numbers of the poor.

ii
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These estimates tend to confirm,first, that the number of poor people in Swaziland have
increased at least since the mid-1990s; second, to have a realistic chance of reducing poverty,
high growth rates are necessary at a time when Swaziland faces a crisis of economic
prospects; and third, ensuring that the new sources of growth are sufficiently broad to be
accessible to the poor-and indeed to focus on the poor-is essential.

Labor-intensive growth is needed: The high growth and foreign investment in-flows
Swaziland has experienced in the past has not benefited the poor. Furthermore, as these
historical sources of growth have been drying up due to permanent shifts in the regional
context, poverty in Swaziland is likely to have deteriorated considerably. The deterioration
will continue unless measures are taken to pursue a growth strategy that draws on its
potential long-term comparative advantage. The analysis demonstrates that the emphasis on
labor-intensity is crucial if the poor are to share in the benefits of growth. One major option
in this regard is the hitherto neglected Swazi Nation Land (SNL) agricultural sector.

Labor-intensive SNL agriculture has significant growth and poverty-reduction potential:
The small plots under present yields and methods of cultivation cannot provide much
increased income to supplement declining wage earnings. In order to increase earnings from
farming, households may find it advantageous to switch to higher valued crops, such as
market vegetables or perennial products, instead of cultivating predominantly maize, as at
present. Those who stay in maize can also achieve higher yields than at present.

Research elsewhere in Africa has produced evidence that the growth potential from
smallholder commercialization and exploitation of comparative advantage can also generate
considerable multiplier effects on local incomes. As more small farmers commercialize they
create demand for small farming implements, hired labor (backward linkages) and trading
services, small transport, local consumer goods, and so on (forward linkages) which
stimulate local labor demand. Both the initial and subsequent rounds of growth through
demand linkages are labor-intensive and can be accessible to poorer households.

Major constraints to raising SNL agriculturalproductivity persist: SNL households have
demonstrated dynamism in their modification of survival strategies under numerous
constraints. Yet, the diversification into high-value cash crops by SNL farmners continues to be
very limited due to a number of factors that impede investmnent and growth in productivity:

• Land rights are insecure. Under traditional land tenure arrangements, chiefs traditionally
have the power to withdraw land rights. Insecurity of property rights over land can be
important deterrents to productivity-enhancing investments Swazi farmers may be
inhibited from investing in their land for fear of losing it.

O Under an open-access grazing system, cattle are allowed to graze in excess on SNL
common pasture at no direct cost to the cattle-owning household, while Government
dipping services and most other veterinary services are provided free. Ministry of
Agriculture and Cooperatives (MOAC) predicts that these grazing systems will sooner-
rather than later-lead to levels of soil erosion and land degradation that will undermine
the sustainability of farming systems.

iii
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O Access to capital is expected to be a severe constraint for most SNL farms in moving
into irrigated agriculture. Various features of the formal financing system tend to
exclude poorer smallholders from accessing financing for irrigation. Most importantly
perhaps, the disincentive to invest in irrigation is high without secure tenure to land.

III. Poor Quality of Human Development Investments

The ability of the poor to participate in labor markets-and the returns they earn from such
participation-is closely linked to the quantity and quality of their human capital. The
success of human development policy in reducing poverty depends largely on the extent that
public expenditures on education and health enable the poor to obtain affordable and good
quality education and health services.

Allocations within health and within education are not pro-poor: Despite a substantial
allocation of the public budget to these sectors, Swaziland's education and health indicators
are worse than expected, and the disparities are greater for the poor, in rural areas, and for
women. The analysis indicates that the allocation of public expenditures within each sector
is biased against the basic service levels utilized by the poor. The consequent under-funding
of primary education and health services combines with an inefficient allocation between
wages and other essential items to generate a poor quality of services available to the poor.
Major re-orientation is needed in both sectors.

One of the highest HIV/AIDSprevalence rates in the world: Over 18 percent of the total
adult population are HIV positive. AIDS is undermining many gains of the past. As a
consequence of the epidemic, it is estimated that the average life expectancy in Swaziland
has fallen from 57 years in 1996 to about 39 years at the end of the century, rolling back
much of the gains in the last thirty years. The pressure to protect-and increase-social
sector spending in the most equitable and efficient manner is thus critical in Swaziland.

Public expenditures within the health sector are ineffwient and biased against the poor:
There is high exposure for the poor to water-bome disease given that about 62-63 percent of
the poor and extremely poor people in rural areas must rely on rivers as their principal source
of drinking water. Despite much of the country's disease burden being preventable, public
health expenditures are skewed toward curative care. Only 20 to 30 percent is allocated to
primary/preventive care, likely to be used mostly by the poor, whereas curative medical
services tend to cater to the needs of the well-to-do in Swaziland. Strong urban bias is also
evident in the distribution of health services and facilities. This results in rural clinics-to
which the poor have greater access-being underserved.

Education level is strongly related to poverty status: Country-wide, over 50 percent of the
people who live in households headed by people with no education, live in poverty. In
contrast, the poverty ratio is halved for people in households whose heads have obtained
some secondary education. This suggests that higher incomes are related to more education
and that ensuring affordability of primary and secondary education for the poor is thus an
investment with high returns for society and the household.

iv
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But the poor are less able to afford education: Despite aggregate improvements in
education indicators in Swaziland over the past two decades, education levels attained by the
Swazi poor are muich worse than that by the non-poor. For the poor in Swaziland, sustaining
school attendance and obtaining quality learning may be a much larger issue than that of
gaining initial access. It takes an average of 13 years to produce a primary school graduate
in what should take 7 years, and repetition and drop-out rates are thought to be higher for the
poor than the non-poor. These high repetition rates are due to poor quality, efficiency and
high cost. By addressing these issues, Government could obtain a savings of 84 percent on
primary education and also substantially reduce costs for households, especially the poor.

Public education subsidies are biased to the tertiary level: Under the current structure of
spending in the sector, the public cost (subsidies) to educate 1 university student in 1995/96
would have been sufficient to cover the cost of educating 47 primary or 13 secondary
school students. These ratios are very high in any international context. Yet the poor often
cannot keep their children in school through the primary and secondary levels to reach the
tertiary tier. Improved equity and efficiency in public education spending will lead to better
outcomes-at a lower cost-for both poor households and the Government.

IV. High Risk and Vulnerability

Informal insurance exists but does not provide effective protection: To protect against
community-wide and individual shocks, Swazi households and communities have developed
informal insurance mechanisms on the basis of social norms and mutual exchange. These
informal safety net mechanisms-whilst often being the only mechanisms accessible to the
poor-do not necessarily provide effective protection. SNL farms, for example, are highly
vulnerable to droughts when the capacity of both recipient and donor households are
overwhelmed. Social institutions, moreover, may not necessarily be equitable. The poorest
households can be marginalized from community institutions, such as women's groups
(luholiswano). And the cumulative impact of the HIV/AIDS crisis is undoubtedly
undernining the extended family support network.

Recurrent drought has severe effects on the poor: During the historic drought of 1991/92,
SNL maize production fell dramatically from 145 thousand metric tons in 1990/91 to 54
thousand metric tons in 1991/92. The poor, who have few assets, are hit even worse than
aggregate figures may convey. And as droughts become more frequent, the assets of
households have less time to recover between each episode.

HIV/AIDS is a national, ongoing crisis: Swaziland has one of the world's most severe
HIV/AIDS epidemics. The country is losing a large segment of its young, highly skilled
workforce. About 60 percent of HIV infections in Swaziland occur among those 20 to 39
years old, one of the most productive segments of society. Both the poor and non-poor are
vulnerable to HIV but the poor are least able to cope with the illness and associated costs.
Moreover, AIDS can often result in the increased impoverishment of households through
cost of treatment, lost adult income and assets, funeral expenses, etc. Multigenerational
households that lack the middle (income-producing) generation are increasing, and AIDS
often kills more than one breadwinner and/or caretaker in a family.

v
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Gender disparity in legal rights: exacerbating women 's vulnerability: In both the
indigenous customary law and the Roman-Dutch common law systems governing Swaziland,
women are considered minors. This means that women-in law, and often in practice-do
not control or own major assets, particularly land. This fundamental imbalance in the
property rights of men and women leads to gender differences in the pattern of poverty. De
facto female headed households (i.e. where a male co-head is nonresident for large parts of
the year) have the highest core poverty levels of any household type.

V. Accountability, Information and the Poor

A more coordinated approach to local development efforts-based on accountability of local
government structures to the community and better monitoring of poverty information-is
essential for improving economic management and poverty reduction efforts.

The Tinkhundla system does not have clear mandate, budgeting or reporting structures:
Line ministries do not necessarily maintain a common structure of personnel at the
decentralized level. Even when there are personnel at the level of an inkhundla, there is no
structure that compels these departmental representatives to coordinate their activities at the
level of the inkhundla. Reporting structures of the agencies continue to be vertical within the
parent agency, with little emphasis on horizontal coordination at the local level. In many
chiefdoms there are no women in the decision-making inner council and only one or two
women in the development committees.

Poverty information is very limited: The Government, NGOs, donors, and others have
identified the lack of data on poverty trends and their determinants as a major constraint to
establishing greater poverty focus in policy formulation. There is also no clear institutional
framework for coordinating data generated by different institutions. Such data and an
institutional structure to channel information to policy-makers and community organizations
could facilitate social debate and prepare the groundwork for enacting reform.

PART B. Priorities for Action

VI. Outlining A Poverty Reduction Strategy

Some basic themes: A new, equitable and dynamic pattern of growth and human develop-
ment is required for a serious poverty reduction agenda in Swaziland. Unless public action is
undertaken to remove major structural constraints to labor-intensive development, however,
livelihoods are expected to continue stagnation and poverty to worsen further. The analysis
of poverty in this report can be used to identify priority areas for action. This agenda for
reform will require courage, vision and sensitivity on the part of the country's leaders. Basic
themes of a poverty reduction strategy for Swaziland are proposed below:

> Enabling the Growth ofSmallholderAgriculture: Smallholder SNL agricultural
commercialization will need to be a central element of the poverty reduction and growth
strategy of Swaziland. This emphasis is consistent with Swaziland's comparative
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advantage in labor-intensive sectors and location near a major port. There is scope for
expansion, diversification and intensification to access export markets, through
commercialization of SNL agriculture into high value crops such as vegetables,
perennials, etc. and through the related multiplier effects and demand linkages. The
capacity of rural areas to augment incomes is expected to increase, reducing pressures on
urban labor markets and services. Focusing public efforts on removing impediments to
agricultural growth on SNL is thus a priority for reducing poverty in all of Swaziland.
This bottom-up development approach is critically contingent, however, on catalyzing
and protecting investments for small farmers on Swazi Nation Land. This requires:

1) rural land tenure reform to assure more secure property rights to smallfarmers;
2) promoting more sustainable cattle grazing management; and
3) promoting small-scale financial savings and credit mechanisms in rural areas.

Yet SNL growth-however labor-intensive-is not a panacea to the unemployment and
poverty problem. There is need to build the labor absorption capacity of the economy as a
whole by promoting choice of labor-intensive techniques in production (e.g. by
increasing the cost of capital by removing implicit subsidies) and the growth of other
labor intensive sectors for which there may be export demand. Promising areas could be
identified in collaboration with regional investment partners.

Ensuring Effective Human Development Investments: The better health and strong
basic education of its people are among the most productive assets in which a country can
invest. To facilitate higher productivity of labor, lower fertility and greater mobility of
labor in these changing labor markets, the quality, relevance and affordablity of basic
education and health-levels of service most accessed by the poor-needs to be
improved. A structural shift in the public spending pattern is needed to focus on primary
and secondary education levels rather than academic tertiary levels, and on preventive,
core health services rather than curative services. Priorities should focus on:

1) prioritization of education spending towards quality and efficiency at primary and
secondary levels;

2) improving skills matching to labor market needs;
3) expanding early childhood development programs for poor communities; and
4) emphasizing a primary and preventive health service.

> Insuring the Poor against Major Risks: Swaziland's poor continue to be highly
vulnerable to major shocks and to be locked in poverty traps because of excessive
uninsured risk. Public action needs to be selective, preventive and targeted where
possible to reduce the economic vulnerability of the poor to the major risks. A public
social protection program with the following priorities could have the most cost-effective
impact in reducing the vulnerability of the poorest of the poor in Swaziland:

1) cross-sectoral, multi-level response to AIDS;
2) drought preparedness;
3) legal reform to provide equal rights to women; and
4) safety nets which are primarily work-based and self-targeted
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> Strengthening Institutions to Increase the Poverty Impact of Policies: Finally, the
speed and effectiveness with which the public policy framework can orchestrate this
transformation can be improved by governance structures which are accountable to
communities and with ongoing monitoring and evaluation of the ways in which growth
dynamics are affecting the poor-both positively and negatively. Priority should be
attached to:

1) institutional mechanisms which ensure poverty planning at central level;
2) local level coordination and community participation; and
3) establishment and use of a poverty monitoring and analysis system.

Looking Forward

As economic and human development opportunities are oriented towards the poor, a virtuous
circle of broad growth and poverty reduction is envisaged. But the achievement of this will
require fundamental change across sectors and leadership to carry forward the change.

viii
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I. Introduction
1.1 Why is a Poverty Reduction Strategy Needed?

Inequality andfragility in welfare gains: Swaziland is classified by the World Bank as a
lower middle income country with an annual per capita GNP of US$1440 in 1997. This is
one of the highest levels of per capita incomes in Sub-Saharan Africa. The Human
Development Report of Swaziland, published in 1998 by UNDP, also places the country
firmly in the group of medium developing countries. In terms of several important indicators
of human welfare, such as immunization or literacy rates, Swaziland performs much better
than most countries in Sub-Saharan Africa. Yet there are disturbing anomalies which raise
concerns about the ability of large proportions of Swaziland's population to obtain a basic
standard of living. For example:

> survival prospects for
Table LL Sjij Pmpets Swazis are close to those

Vpr capita Life qwaay of mriiy M -y ofmany countries whose
L$S at birth 6vars) (6rthuwJ (rerlOO, live birth) per capita incomes are
1997 1996 1996 1995arMRilable much lower than

SIBSAHARANACA( 5- 52 91 Swaziland (Table 1.1);
9x12n 280 54 74 370
KTwa 330 58 57 650 > farm sizes, investment
cinm 370 59 71 740 levels and productivity on

Swazi commercial farms
CnnMs 400 59 67 460

WgaO 550 50 60 510 arefarhigherthanonthe
Canrxn 650 56 54 500 smallholder farms from
1Leo 670 58 74 610 which the bulk of rural
CBtedlvoire 690 54 84 600 households earn
imibae 750 56 56 0 livelihoods;

S:;1 i,440 57 67 560
lmbia 2,220 56 61 220 > Swazi communities
Botsv~a 3,260 51 56 250 identified between 53 to
Soi*hAfiic 3,400 65 49 230 80 percent of the local

Abte: Slededcaw&iesin SS cor&ieam edbyperccqpitaGVP populations as poor (PPA
Sowse. Ll 1997);

> Swaziland's HIV/AIDS infection rate is one of the highest in the world, rolling back
advances in household welfare and capacity-building investments; and

> the changes in South Africa have led to large declines in the regional demand for Swazi
migrant labor and in foreign investment flows to Swaziland.

The indications are that the average picture of wealth and social achievement in Swaziland
obscures significant inequality, poverty and deprivation. The evidence discussed in this
report substantiates this statement. Moreover, past gains in social welfare may be highly
vulnerable to the changing economic and social conditions in the region. There is urgent
need to catalyze a new pattern of pro-poor development in Swaziland where the poor
participate and share fully in growth, human development and social protection.

I
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Policy framework: Instituting the conditions for pro-poor development will require
fundamental reforms, some of which-such as changes in cattle grazing arrangements-are
linked to important social norms and traditions. Yet these difficult issues are already part of
the public policy debate. In particular, many of the policy actions required to reduce poverty
have already been identified and embodied in Swaziland's National Development Strategy
(NDS). In order to have maximum impact in reducing poverty, however, priorities are
needed in the implementation of NDS actions. A poverty reduction strategy in Swaziland,
thus, will involve prioritized implementation of NDS policies and investments.

Objective of the study: To assist the Government of Swaziland and its partners in analyzing
the patterns of poverty and identifying key impediments to poverty reduction efforts. It is a
follow-up to the Participatory Poverty Assessment undertaken earlier (PPA 1997) and
focuses on implications for the public policy agenda. Under the leadership of the Ministry of
Economic Planning and Development, it is expected that the findings of the poverty policy
study will be discussed widely and an action plan developed to move into implementation
and monitoring of Swaziland's prioritized poverty reduction strategy.

Target audience of the study: Policymakers who wish to have a better understanding of
poverty dynamics in Swaziland.

1.2 How Do We Measure Poverty?

The design of a pro-poor growth framework requires examination not only of the aggregate
picture, but also analysis of who the poor are and of those factors which can make a
substantive difference to their life opportunities. In order to do this, it is vital to be able to
conduct a comparison of well-being between different population groups.

Comparing welfare levels across households: This can be done-as in the Participatory
Poverty Assessment-by asking a community to describe the characteristics of people it
considers poor (Box 1.1). To be able to compare well-being across households in diverse
regions, however, an indicator of
welfare is needed that can be measured Box 1.1 Who are the poor in the Lowveld?
in common across households. Welfare
measures typically considered for i

ranking households include money- Better-off Permanent wage earners
metric (literally, measured in money) (10-15%) Owners of many livestock
indicators such as household income, Cotton farmers owning tractors
consumption or wealth. Consumption Owners of shops or other business
is usually the preferred measure since Struggling OccasionalVseasonal wage earners
households try to earn incomes and (50%) Hawkers & vendors

Have access to land & minim. inputs
build wealth to achieve smooth Need food aid if it does not rain
consumption over time (Ravallion, Receive small/occasional remittance
1992). In this study, we use Worse-off/ Experience food shortage & hunger
consumption measured in the 1995 destitute (3 5%) even when there is no drought

Swaziland Household Income and Unsupported widows & deserted wives
Expenditure Survey (SHIES) as the Unsupported elderly & disabled

Unemployed without access to land
measure of a person's welfare. Our Source: Swaziland Poverty Assessment by the Poor, 1997
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consumption measure is adjusted to reflect differences in needs across households:

v in locations with different cost-of-living (regional price deflation);
/ of different age and sex composition (adult equivalent scales); and
V for which data was collected in different months of the year (seasonal deflation).

Thus we ranked households by their per adult equivalent consumption levels; consumption
amounts are reported in terms of average urban Manzini prices; and the reference year for
the poverty measures is 1995 (see Annex). We also examine social indicators of welfare such
as access to safe water, basic education and health services which cannot be directly valued
in terms of money but are vital signals of a person or household's level of well-being.

Data problems mean we cannot measure the total numbers of the poor: There is also need
for agreement on a level of this common welfare measure-often called a poverty line-
which society deems as the minimum standard below which the person is regarded as poor.
An absolute poverty line has been used in Swaziland based on the SHIES 1995 (see the
Human Development Report, 1998 which utilizes work by Statistics Sweden).
Unfortunately, the SHIES 1995 itself was characterized by problems in data collection and
entry which have led to severe underestimates in household consumption levels (see Annex).
This means that using an absolute poverty line that relies on the SHIES 1995 will generate
misleading results: specifically, we are likely to significantly overestimate the total numbers
of the poor. Estimates of the total numbers of the poor in Swaziland can only be attempted
when a new, reliable national household survey of living conditions is carried out.

But we can still identify the structure ofpoverty: Although the underestimation of
household consumption makes it impossible to generate absolute poverty measures at the
moment, the underestimation is not likely to be systematic bias. Hence the SHIES 1995 still
gives robust estimates of the pattern and structure of poverty. Accordingly, this study adopts
relative poverty lines to focus attention on who the poor are in Swaziland. In this approach
people are ranked from the poorest to the richest according to their consumption levels and
then cut-offs such as the 40 , 30t, or 20t percentile are chosen to concentrate analysis on
the lowest income groups in society. This report selects two relative poverty lines to focus

on the Swazi poor:
Box 1.2 Focusing on the poor
To place these relative poverty lines in v Upper poverty line (UPL): People in the lowest
context, we note that the UPL lies at 40 percent of the per adult equivalent national
about half the mean (54 percent) of the consumption distribution are regarded as poor (Box
consumption distribution. This means 1.2).
that the most well-offpoor person (with
consumption at the poverty line) has half Core poverty line (CPL): The core poor are
the consumption of an average Swazi. Core pover ine l)t Terce oo are
Those who have incomes far below the people ranked in the lowest 20 percent of the
upper poverty line-within the core poor distribution.
group, for example-are much worse
off. This report's analysis thus centers Part A of the report employs the poverty lines and
on the worst-off people in Swaziland. social indicators to go beyond the aggregate picture

of welfare to identify constraints and opportunities
faced by the poor in particular. It forms the basis for Part B which identifies the main
elements of a poverty reduction strategy for Swaziland.
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II. The Limits of Narrow Growth
2.1 Macroeconomic Performance

Buoyant economy in the 1980s: Swaziland is a small, land-locked country surrounded by
South Africa on three sides and Mozambique on the other. The Swazi economy performed
strongly during the 1980s, averaging nearly 6 percent per annum growth between 1985 and
1990, with a peak of about 13 percent in 1986-87 (IMF 1997). Strong economic growth was
based on favorable conditions for foreign direct investment (FDI), including the country's
political stability, tax incentives, liberal regulations on profit remittances, and the existence
of sanctions imposed on South Africa that resulted in the relocation of enterprises to
Swaziland. Between 1985 and 1989, net FDI averaged about 6 percent of GDP. The
subsequent boost in private sector activity resulted in higher corporate tax revenues and
contributed to large surpluses in the government's fiscal accounts.

Agriculture continues to be the major source of incomes: The share of agriculture in GDP
fell from 21 percent in 1985 to 9 percent in 1995, whereas the contribution of the
manufacturing sector to GDP has increased from 16 percent to 36 percent during the same
period. Despite these shifts, agriculture remains the key sector in Swaziland's economy

directly and indirectly via agro-
Figure 2.1: Structure of GDP, 1993 - 1998 processing indures. The topprocessing industries. The top

three exports (in total value) over
100%/ the last five years are, for
90%* example, edible concentrates,
80% eape
70% - sugar and woodpulp. The heavy
60%a U *Services reliance on agriculture renders
50% -sIdsr
40% El Industry economic growth vulnerable to
30% nAgricultur climatic shocks: growth of real
20% Z per capita GDP fell from 6 per-

0% - cent in 1990 to a negative rate in
1993 1994 1995 1996 1997 1998 1991/92 during a severe drought.

World Bank staff estimates

Strong economic links to South Africa: Swaziland has maintained close commercial and
financial links with South Africa due to its geographic location and the political economy of
having a large, strong economic neighbor. It is a member of both the Southern Africa
Customs Union (SACU) and the Common Monetary Area (CMA)l. SACU receipts
constitute about 50 percent of total Swazi government revenues (16 percent of GDP in
1997/98); South Africa is the destination of 30 percent of Swaziland's exports as well as the
source of 90 percent of its imports; migrant laborers from Swaziland working in South
Africa-mostly in mines-were remitting funds equivalent to approximately 15 percent of
Swaziland's GDP in the late 1980s; and the Swazi Emalangeni is pegged to the South

l SACU members include Botswana, Lesotho, Namibia, South Africa, and Swaziland; CMA membership is
identical with the exception of Botswana. SACU permits free movement of goods and services through the
Union, while the CMA allows the free movement of capital throughout the Area.
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African rand. Moreover, the inadequate port facilities and rail transit through Mozambique
has led to significant dependence on South Africa for trade.

Past sources of growth in decline: The main sources of growth until now have reflected less
Swaziland's long-term comparative advantage and more its privileged access to the South
African economy under apartheid and membership in the regional customs union. A major
source of growth in commercial agriculture and industry until the early 1990s, for example,
has been foreign direct investment (FDI). A marked slowdown in new FDI in Swaziland has
followed the peaceful political Figure 2.2: Growth of Real Per
transition and removal of sanctions Capita GDP, 1990-1998
against South Africa as many 6.00-/e

businesses redirected savings and 5.00% 

investment to directly access the 4.00% 

South African market. Growth in 3.00%1

FDI fell from 22 percent in 1992 to - a0%

0.5 percent in 1997 (IMF 1997). 2.00 \
1 .00%-

Over the past seven years, average 0. °%
real GDP growth has hovered close to -1.00%V

the population growth rate estimated -2.00%

at 2.7 percent by the 1997 Census. In -3.00%-ath 2. per 1997 Cns.ones 1990 1991 1992 1993 1994 1995 1996 1997 1998
other words, real per capita incomes
have remained virtually stagnant in Years
the mid-1990s (Figure 2.2). Source: WorldBankLiveDatabase. 1999

Major public revenue sources are also projected to decline: Moreover, as per the recent
WTO and Southern Africa regional trade negotiations, it is envisaged that the simple average
tariff rate of SACU member states will decline from 20 percent in 1994 to 11 percent by
2004. Over the past decade, SACU revenues have supplied about 50 percent of Swaziland's
total government revenue. It is estimated that SACUreceipts will drop by as much as 8
percent of GDP beginning around 2000/01, underlining the need for deliberate Government
action to promote fiscal allocations which are pro-poor (see section 3).

The economic slowdown has already created significant budgetary and balance of payments
pressures. The fiscal balance shifted from a surplus of 5 percent of GDP in 1991 to a deficit

of over 3 percent of GDP in 1994
Figure 2.3: (Overall Budget Balance (Figure p.) hs eeomns

(% of GDP) (iue2.3). These developments,
together with inflationary

6.0% I I I I 11 l Fil _ _ _ developments in South Africa, led

4.0% I I I l 11 I ! _= to inflation growing from 8 percent
in 1992 to an average of 15 percent

2.0%/o | l lin the next four years. The fiscal
.' I I I li | I : _ l:ldeficit recovered recently (to levels

of 1 percent of GDP in 1994/95),
due largely to a strong increase in

-4.0% SACU receipts, higher sales tax,
___________________________________ fuel levy and lower expenditures

Source: World Bank staffestimates.
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owing to the slow implementation of the capital budget. This recovery is fairly fragile,
however, given the expected declines in SACU revenues.

Structural adjustment underway: In 1995, in response to sluggish economic growth and
fiscal and balance of payments pressures, the Government introduced an "internally driven"
adjustment program. The Economic and Social Reform Agenda (ESRA) was launched in
April 1997 and incorporated the Public Sector Management Program (PSMP) launched
earlier in June 1995. The broad objective of ESRA is to create an enabling environment for
private sector development which is seen as a key to economic growth. ESRA established a
number of targets for improving infrastructure, streamlining government procedures and
developing smallholder agriculture and the small- and medium-scale enterprises (SME)
sector. It also focused on containing government expenditure and improving its efficiency.
The PSMP was initiated to propose appropriate staffing levels and actions to streamline the
civil service structure and enhance the skills of public employees.

The gains from these initiatives have so far been limited. This is largely because of the
limited scope of the reforms themselves, as well as weaknesses in administrative capacity
and delays in the implementation of some measures. Although ESRA has, to some extent,
succeeded in stabilizing economic conditions, it has been unable to create the conditions for
high or equitable growth. The limited impact of the current structural adjustment program
underscores the need for much wider-ranging structural change in Swaziland if new sources
of growth are to be generated which are both equitable and consistent with long-term
comparative advantage.

2.2 Incomes are Highly Concentrated

The gains of the high growth recorded by Swaziland until the 1 990s has not benefited
everyone equally. In fact, the pattern of concentration in wealth and incomes indicates that
only a small share of the population have garnered most of the national income.

The disparities in the agricultural sector are severe: Exports are derived largely from the
production of the commercial agricultural sector (on TDL or Title Deed Land) which is
characterized by relatively high capital-intensity, cash-crop production (mostly sugarcane,
citrus fruits and timber), 800 large farms with an average size of 1230 Ha, irrigation,
leasehold land tenure and corporate ownership. In contrast, the traditional smallholder
agricultural sector (on SNL or Swazi Nation Land) consists of about 90,000 household-
operated farms with average size of about 1.7 Ha, communal tenure, rain-fed technology and
concentration on maize production for subsistence (World Bank 1998b).

The inequality between TDL and SNL agricultural wealth and incomes is only part of the
differentiation observed in rural Swaziland. It has to be recognized that SNL farmers are not
a homogeneous group. The Gini ratio for the distribution of per capita SNL cultivated
landholding-that is, only within Swazi Nation Land-is estimated to be a very high 0.61
(estimated from CSO Annual Agricultural Survey 1997). This high level of inequality in
access to land is found within each of the agro-ecological regions, especially the Highveld
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and the Middleveld.2 Regarding cattle, the prime investment asset in much of Swaziland,
national estimates have indicated that 40 to 50 percent of SNL households do not herd cattle
at all, while the top 25 percent of households herd 75 percent of all cattle (CSO 1997). And
in the south-eastern Lowveld, a recent study of SNL households found that the inequality in
rural household asset ownership triples if cattle is included in the asset-base (MOAC 1999).

Income distribution is very unequal
in both rural and urban areas: It is Fig. 2.4: Shares of Consumption by Different Groups
thus not surprising that large shares 45
of income are concentrated among a
small share of the population in 0 35
Swaziland. Analysis of the national g 30
income distribution from the 1995 25

SHIES shows that the richest 10
20

percent of the population control i .
almost 40 percent of the total 1-

incomes in Swaziland (Figure 2.4). 10
In sharp contrast, the poorest 40 5s

percent of the population control 0
only 14 percent of total incomes. 1 2 3 4 5 6 7 8 9 10

Furthermore, a summary measure of Poorest _ Richest
income inequality-the Gini ratio- Consumption Deciles
is estimated to be 0.49 in Swaziland. Note: Population ranked by per adult equivalent consumption.

The higher the Gini, the more Source: SHIES 1995. ,-

unequally incomes are distributed.
The high level of the Swazi Gini confirms that Swaziland is well within the mid-to-upper
range of income inequality among African countries3 .

Incomes are distributed highly unequally in both
Table 2.1: Rural-Urban Income
Differentials rural and urban areas. A large part of the

concentration of national incomes is determined
by the high concentration observed independently

1 R ~ 2 in rural and urban areas respectively (see Annex
Ist 102% Figure 1). It is also due, however, to large
3rd 1106 disparities between rural and urban incomes.
4th 125 Urban incomes are on average much higher than
5th 136 rural incomes (Table 2.1). The rural poor and the
6th 148 urban poor have largely similar consumption
7th 162
8th 174 levels, but the differences start looming large by
9th 182 the middle income groups and are 70 to 80 percent
10th 16737% higher for the urban rich as compared to the rural

Note: AE=adult equivalent Source: SHIES 1995.

2 The Gini ratios for per capita cultivated landholding size in each agro-ecological zone is as follows:
Highveld: 0.62; Middleveld: 0.67; Lowveld: 0.42; and Lubombo: 0.57 (CSO 1997).

3Zimbabwe and South Africa's Gini ratios are very high at 0.63 (for people) and 0.61 (for households)
respectively. In contrast, the Gini's for Uganda and Zambia are 0.41 and 0.44 respectively.
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rich. Moreover, a higher urban Gini is
6Figue 2.5 Ruml Poverty Levels also observed (0.55 in urban areas

compared to 0.46 in rural areas),
suggesting that these higher incomes

> 40 __1 > 1 l * are also distributed more unequally in
X 30 urban Swaziland than in rural areas.
'20

This pattern of entrenched inequality
-10

in wealth and opportunity will have a
6 M strong bearing on the strategy to

Rural Rral RSeal Ruroal reduce poverty in Swaziland:
Rural Regions First, under the current pattern of

Source: SHIES 1995. growth and income distribution, it

seems that the scope for accumulation is concentrated among those households whose
traditional status provides prior rights over rural resources. Second, reducing poverty will
require reducing inequality through shared growth. As a first step, this will involve removing
impediments to growth of the SNL agricultural sector. Third, not everyone will benefit
directly from SNL agricultural commercialization, and those who do, will not benefit
equally. Fourth, stimulating labor demand, backward and forward linkages through market
exchange are the key dynamics necessary to capture the multiplier effects of SNL growth and
broaden the distribution of the benefits.

2.3 Poverty is Predominantly Rural

Poverty is worse in rural, SNL areas:

T Core oor e Poorpe By any measure, poverty in rural
C o Swaziland is worse than in urban areas.

Ri1'n MM e F.aee.DphApproximately 43 percent of the rural
Urban 17.2 2907 12.4 6.8 population fall below the national upper
Rural 20.8 42.8 15.5 8.0
National 20.0 40.0 15.1 7.8 poverty line (UPL), while about 30

Source: SHIES 1995. percent of the urban population are
poor (Table 2.2). The depth and

severity of poverty are also worse in rural than urban Swaziland.4 This means that there is a
greater share of people concentrated at the
lowest end of the income distribution- Table 2.3 Distribution of Poverty
even within the poor-in rural than in
urban areas. Moreover, rural areas have a Ubn 2.1.10 15.7

greater share of the poor (84 percent) than Rural 79.0 81.9 84.3

they have of total population (79 percent) National 100 100.0 100.0
(Table 2.3). Since the rural population is Source: SHIES 1995
largely resident on SNL, these estimates of rural poverty also describe SNL poverty. In other
words, rural SNL areas are disproportionately poor. Not only is a rural Swazi more likely to
be poor-and in deeper poverty-than a Swazi living in town, but the majority of poor
people reside in rural Swaziland.

4The prevalence, depth and severity of poverty are technical robust measures. They are defined in the Annex.
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Rural Shiselweni is particularly poor: Poverty levels vary across rural regions, ranging
from about 55 percent to over 30 percent of the population of a region (Figure 2.5). Within
rural areas, the worst poverty levels (all indices) are found in rural Shiselweni region. In
rural Shiselweni, more than halfthe population live in poverty.

Gazetted towns have high poverty F
levels: Poverty in Swaziland is indeed Figure 2.6: Uran Pover1y
characterized by a strong rural
dimension, but the vulnerability of the 35
urban poor cannot be overlooked. The 30

rate of urban population growth over the | 25

last two decades is estimated to be
between 5 to 6 percent per annum,
driven by high levels of rural-urban 5 5
migration. Many of these migrants have v 0
been drawn to the major gazetted towns Gazetted Company All Urban

(such as Manzini or Mbabane) and have Towns Towns

accumulated in the peri-urban areas of Urban Towns

these towns. This is reflected in the Source: SHIES 1995.

differences between poverty levels
across different urban areas. The level of poverty in the large gazetted towns is much higher
than in the small company towns (Figure 2.6). In fact, the share of the population of gazetted
towns who live in poverty (40.6 percent) is almost as high as the share of rural Swazis in
poverty (42.8 percent).

Rural Shisea weni also has the
biggest share of thepoor: The
national distribution of the poor and
the core poor-across rural and

Company towns haebt o oetyrto swl surban areas-shows that rural
Shiselweni has the highest concen-
tration of the poor of Swaziland
(Figure 2.7). If we focus on the
extremely poor, for example, 38

i ipercent live in rural Shiselweni.
This is a larger share than any two
other regions combined. The other

. ~ ~ ~~~~~ ~rural regions and gazetted towns
Source SHIES 1995 ~~~~have roughly equal shares of the
Source: SHIES 1995. ~~~~core poor.

Company towns have both low poverty ratios as well as a low share of the total core poor.
The public policy implication is that they are a low priority for poverty targeted
interventions. In contrast, rural Shiselweni has the highest level of poverty as well as the
highest share of the poor. The design ofpro-poor prog-rams needs to focus particularly on
identifying and addressing the constraints facing this region.
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The reality of a small country such as Swaziland is that household ties extend across rural-
urban boundaries, as do livelihood strategies involving migration, remittances and so on.
The population is essentially "rurban" in nature. Yet the dynamics of rural and urban poverty
are not identical. In formulating a poverty reduction strategy, therefore, both the close links
and the differences between urban and rural areas need to be kept in mind.

2.4 Labor is the Poor's Major Asset

Dependency ratios and household size are high for the poor: Given the inequality in
ownership of physical assets observed above, the major asset available to poor households is
the quantity and quality of their labor power. The importance for the poor of having
household members of the productive age group is brought home by the strong relationship
between household size, age of the members and poverty status. The poorest households
tend to have the largest household size (Table 2.4) and, in addition, poverty ratios are much
higher for households with larger household size (Annex Table 1). The relationship between
household size and poverty is further mediated by the age composition of the household. The
dependency ratio-that is, the ratio of the very young (below 15 years) and the very old
(above 64 years) household Table 2.4: Household Size, Dependency Ratio and
members to members of labor- Vulnerabili
force participation age (15 to 64 Rural Urban
years)--is found to be much oy > ao 
higher for the core poor than p lgo-
the non-poor (Table 2.4). The SZ
greater the imbalance of Core Poor 9.4 106.8 7.1 82.2
dependents to labor-force Total Poor 8.8 105.7 6 2 74.5
participants, the greater the Non Poor 6.9 99.0 3.4 44.5

chance of the household being Source: SHI-ES 1995.

in poverty. Yet adequate
quantity of labor-power alone is not sufficient to prevent the household from being poor.
There needs to be sufficient labor market demand to absorb the continuous new entry into the
labor-force and households must be able to invest in the skills for which there is market
demand.

Unemployment levels are high: Unfortunately, in the mid- and late-1990s unemployment in
Swaziland has been in excess of 20 percent and rising as job-creation fails to keep pace with
high population and labor force growth5. The private sector formal employment level has
actually fallen from about 65,000 in 1990 to about 61,000 in 1995 (IMF 1997). In 1995, the
overall unemployment rate for Swaziland was 22 percent, with the problem being worse in
rural areas (25 percent) than in urban areas (15 percent) (SHIES 1995). For the age group
15-24 years, the problem is acutely worse, with national unemployment levels above 40
percent. And it is estimated that over 40 percent of the core poor are unemployed (WB staff
estimates from SHIES 1995).

5Swaziland's population of just under I million people has been growing at a rate of 2.7 percent per annum
(provisionally estimated by the 1997 Census). This rate is far higher than the average annual population growth
rate of 1.6 percent for lower-middle income countries (during 1980-96) (World Bank WDI 1998).
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Migrant labor opportunities have declined: The high levels of unemployment in rural areas
are linked to stagnation in the rural SNL economy and declines in migrant labor opportunities
in recent years. As unemployment in South Africa rises, migrant workers from neighboring
countries such as Swaziland find it increasingly difficult to find employment and are
returning to their home countries. For example, in 1990 there were over 16,500 Swazi

migrant workers employed in South
Box 2.1: Unemployment in Periurban Areas African mines compared to fewer than
In peri-urban communities, any factor that 13,000 in 1997 (World Bank Live
contributed to the unemployment of a household Database). Labor income from Swazi
member was perceived to be a major crisis event. mine workers fell from being equivalent
Even a short-term, temporary illness could lead to the to 13 percent of GDP in 1990 to only
loss of a job that might not be recoverable. about 6 percent of GDP by 1995-1997.
Source: PPA 1997. Furthermore, the slowdown in FDI has

also led to stagnation in employment in
the urban economy and the TDL sector. The duration of urban unemployment episodes is
likely to have increased (Box 2.1), as have pressures on the urban informal sector to absorb
new entrants and lay-offs from the formal sector.

2.5 Trickle-Down Growth is Not Enough

Levels of growth need to be high and the paffern equitable to reduce poverty: In order to
assess the type and magnitude of growth necessary to significantly reduce poverty in
Swaziland, an estimate was made of the relationship between growth and poverty. The
growth elasticity of poverty is a measure of the responsiveness of poverty to changes in
average incomes. The higher the growth elasticity ofpoverty, the greater the poverty
reduction impact of a unit of growth and the lower the actual rate of growth required to
reduce the numbers of the poor (World Bank 1996b). All else being equal, the higher the
levels of inequality in access to assets such as land and education in the country or region, the
lower the poverty reduction impact of growth, i.e. the lower the growth elasticity of poverty.

In the context of Swaziland, two types of growth
Table 2.5: Responsiveness of Poverty to elasticity were estimated. First, the top half of
Changes in Growth and Inequality Table 2.5 estimates responsiveness of poverty

Prevalenc Depth of Povety with respect to changes in national income holding
the distribution of incomes constant. In this

E R - - xincrease in incom:, scenano current inequality patterns remain
National -1.2 -1.7 unchanged-neither improving nor deteriorating
Rural -1.3 -1.7imrvn
Urban -1.0 -1.4 (i.e., distributionally neutral growth). According

Ela0kitywi*trespect: ag -W* to these estimates, a 1 percentage increase in
-lecrease i?;. *i?*qtity(~ - national incomes will reduce the prevalence of

National -1.1 -3.4
Rural -0.9 -2.8 poverty by 1.2 percent and the depth of poverty by
Urban -1.9 1 -5.7 1.7 percent.

Source: Estimatedfrom SHIES 1995.

Second, the lower half of Table 2.5 indicates the
expected impact of positive growth on poverty if the character of growth were to change and
the distributional pattern of growth is more equitable. The estimates show that a unit
reduction in inequality would have as strong a poverty reduction impact (1. 1 percent) as
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would a simple unit increase in the level of growth (1.2 percent). If, however, public policy
is also concerned with reducing the depth of poverty, the impact of reduction in inequality
will be much higher (3.4 percent) than growth under current distributive patterns (1.7
percent).

A further estimate was made of the minimum rate of national income growth that is needed to
reduce the total number of the poor, assuming inequality remains unchanged. Under an
assumption of 2.7 percent per annum population growth rate, Swaziland requires a
minimum growth rate of 5 percent per annum in real GDP, or a growth rate of 2.3
percent per annum in real per capita GDP, in order to prevent the numbers of the poor
from rising.

This is clearly cause for concern. The actual real per capita GDP growth rate in Swaziland
has stagnated around 0 to 1 percent in recent years (section 2. 1). Furthermore, GDP growth
projections for Swaziland in the short term are not very optimistic and are placed currently
around 2 percent per annum by the World Bank. This is far below the minimum target
growth rate required for reducing the numbers of the poor.

These estimates tend to confirm, first, that the number of poor people in Swaziland have
increased at least since the mid-1 990s; second, to have a realistic chance of reducing poverty,
high growth rates are necessary at a time when Swaziland faces a crisis of economic
prospects; and third, ensuring that the new sources of growth are sufficiently broad to be
accessible to the poor-and indeed to focus on the poor-is essential.

Labor-intensive growth is needed: The high growth and foreign investment in-flows
Swaziland has experienced in the past has not benefited the poor. Furthermore, as these
historical sources of growth have been drying up due to permanent shifts in the regional
context, poverty in Swaziland is likely to have deteriorated considerably. The deterioration
will continue unless measures are taken to pursue a growth strategy that draws on its
potential long-term comparative advantage.

Swaziland has a small domestic economy and large, fast-growing and relatively well-
educated labor force. Its comparative advantage is expected to lie in labor-intensive
exports-agricultural and non-agricultural. As the analysis above demonstrates, the
emphasis on labor-intensity is crucial if the poor are to share in the benefits of growth. We
examine one major option in this regard, the hitherto neglected SNL agricultural sector.

2.6 SNL Agriculture: What Has Stopped It From Being an Engine of Growth?

Colonial commercialpolicy induced high reliance on off-farm incomes: The rural poor in
Swaziland have developed a high dependence on off-farm sources of income. This can be
traced back at least to the late part of the 19'h century and early 20th century when increased
land areas were being transferred to non-Swazis as part of political settlements with the
British colonial authorities. These land redistribution processes resulted in the majority of
the Swazi population being relegated to one-third of the country's agricultural land by the
start of the century (Rose 1992). The land shortage pushed a continual flow of male Swazis
towards wage labor in the large, foreign-owned commercial farms which occupied the
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remaining two-thirds of the country's agricultural land and to the growing gold and diamond
mines in South Africa. In addition to the "push" of land shortage, these commercial concerns
engaged in direct recruitment-or "pull"-as well. Several mining companies from South
Africa, for example, actively and directly recruited labor in Swaziland from the beginning of
the century (Simelane 1995).

Figure 2.8: Sources of Income of the Rural Poor The basic consequence of these early
Other income Rent Remittances policies is evident today in a high share

Other income 2% Fanm income of off-farm sources in the incomes of
9_ 2% 2% 12% the rural poor (and non-poor), low SNL

farm size and low incentives for
investment in SNL farming. In fact,
according to the SHIES 1995, only
about 12 percent of the total incomes of
the rural poor are from own-farm

industrial s wr " i -

income sources, whereas "inustrial income7--
75% which includes wages from employment

and income from self-employment in
Source: SHIES 1995. businesses-accounts for 75 percent

(Figure 2.8). Funnell (1991) estimates
that in the 1990s almost all Swazi homesteads had at least one male member involved in
wage employment in Swaziland or South Africa. It is further estimated that almost a third of
the adult labor force is absent from the homestead at any given time, engaged in seasonal or
long-term migrant employment (Rose 1992).

... and set the stage for low incentives for investment in SNL agriculture: The heavy
reliance on off-farm incomes by the poor is also seen as having a mutually re-inforcing
relationship with low SNL farm productivity. According to Low (1982), for example, higher
economic returns to off-farm labor activities relative to returns from farming own land have
prevailed since the 1960s in Swaziland. While there was continued buoyancy in migrant
labor demand, there was less incentive-for Government and households-to confront
factors such as insecurity of land tenure, credit constraints and weak access to markets which
rendered small-scale commercial agricultural production by the poor both costly and risky.
Improved agricultural production technologies (e.g. high-yielding hybrid maize) were taken
up by SNL households more as a labor-saving device to release household labor for off-farm
employment than as a means to move into surplus agricultural production for the market.
According to this logic, any expected falls in off-farm employment and the consequent lower
opportunity cost of labor may make agricultural production more attractive in the SNL.

Incentives for investing in SNL agriculture are changing: And, in fact, current economic
restructuring in South Africa is providing just such a reversal in incentives for investment in
SNL agriculture. The decline in South African wage employment opportunities noted above
in section 2.4-and the contraction in rural incomes due to the lost remittances of these
migrant workers-is expected to shift the balance of relative returns more in favor of SNL
agriculture and also the balance of expectations.
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Labor-intensive SNL agriculture has signiflcant growth and poverty-reduction potential:
If the widespread and sustainable reduction of rural poverty is a prime policy objective, the
ability of rural poor households to accumulate resources needs to be both broadened and
deepened. Given the rising unemployment, rural households may seek to make better use of
their plots to augment income and to maintain adequate nutrition. The small plots under
present yields and methods of cultivation cannot, however, provide much increased income
to supplement declining wage earnings. In order to increase earnings from farming,
households may find it advantageous to switch to higher valued crops, such as market
vegetables or perennial products, instead of cultivating predominantly maize, as at present.
Those who stay in maize can also achieve higher yields than at present.

Research elsewhere in Africa has produced evidence that the growth potential from
smallholder commercialization and exploitation of comparative advantage can generate
considerable multiplier effects on local incomes (IFPRI 1994). Given the appropriate
incentives and policy framework, small farmers can successfully adopt improved technology
and engage in high-value horticultural and other cash-crop production. The main market for
such non-traditional crops-especially in a small economy like Swaziland-is not primarily
domestic, but the export market (e.g. Ugandan smallholder coffee, Malawian smallholder
burley tobacco).

Higher incomes from smallholder production of non-traditional crops can, moreover, benefit
much larger numbers of households beyond the direct producers. As more small farmers
commercialize they create demand for small farming implements, hired labor (backward
linkages) and trading services, small transport, local consumer goods, and so on (forward
linkages) which stimulate local labor demand. Both the initial and subsequent rounds of
growth through demand linkages are labor-intensive and accessible to poorer households.
The potential impact of SNL agricultural commercialization on rural poverty reduction can
be surmised through a review of the multiplier effects of smallholder growth in other African
countries. For example, rural multipliers for smallholder agricultural growth in Burkina
Faso, Zambia, Senegal and Niger are estimated at 2.88, 2.40, 1.97 and 1.96 respectively
(Delgado et al. 1994). Following these estimates, for each dollar of SNL agricultural growth
generated, the total impact on the rural economy is expected to be doubled as local demand
for goods and employment are generated in
second-round effects. Thus, growth, poverty Box 2.2: Women's Access to Land
reduction and diversification are expected

truhthis trickle-up approach. For a woman, even as a female head of
through this trickle-up approach. household, her usufruct access would be

Major constraints . raisingSNagricfacilitated through a male relative, including
Major constraints to raising SNL agricultural younger relatives and sons. Should these
productivity persist: SNL households have male relatives be absent or disinterested, the
demonstrated dynamism in their modification woman's needs were disregarded. If the
of survival strategies under numerous female head of househoid was also a widow,
constraints, with more smallholder farmers or an elderly widow, the situation was

constraints, ~~~~~~~~~exacerbated, due to the social isolation
producing vegetables, cotton and sugar as cash imposed, b the m ouing pisodatnd, ~~~~~~~Imnposed by the moumilng period and the
crops and serving as out-croppers for citrus likelihood that older women find it more
operations (World Bank 1998b). Nonetheless, difficult to exchange or pool labour.
the diversification into high-value cash crops by Source: PPA 1997.
SNL farmers continues to be very limited due to
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a number of factors that impede investment and growth in productivity:

6 Land rights are insecure. Under traditional land tenure arrangements, the SNL land
available for crop production is entrusted to local chiefs for distribution and is generally
allocated not based on need or activity but rather on traditional allegiance (kukhonta)
between chiefs and married men in their community, each of whom have usufruct
rights to land (Rose 1992). Chiefs also traditionally have the power to withdraw land
rights, particularly if they perceive a plot as being particularly productive. Moreover,
women depend in practice on male relatives for use rights to land. If they are out of
favor for some reason, their access to land is also curtailed (Box 2.2). Insecurity of
property rights over land, and productive investments on land, can be important
deterrents to productivity-enhancing investments such as irrigation, fencing, and so on.
Swazi farmers-women and men-may be inhibited from investing in their land for
fear of losing it (Booth 1983).

0 Open-access management of cattle
Box 2.3: The Importance of Cattle and overstocking have led to

"A lot of people were sending their children to overgrazing and land degradation.
school by using the cattle. Come ploughing time, Cattle are an integral part of Swazi
the oxen would be used. Come planting time, social relationships (Box 2.3). Many
they would sell cattle to buy seed and fertilizer. social norms and traditional male
Come drought, a few cattle would be sold to tide
the family over until next harvest. [ .. Without privileges are linked to cattle (e.g. the
cattle] the kids will drop out of school, people tradition of lobola involves the
will have a problem with farm inputs, and we will husband-to-be providing a gift of cattle
be more vulnerable to hunger during the to the bride's family). Although they
drought- destitution will increase." are sold with great reluctance, cattle

Source: PPA 1997. perform multiple material functions,
including serving as a hedge against

inflation, source of dairy products, draught-power, manure, etc. Most importantly
perhaps, in the absence of credible financial alternatives, cattle is one of the few forms of
investment and savings open to rural dwellers. MOAC (1999) estimates that even with a
survival rate of one calf in two, investment in cattle can generate a rate of return of 175
percent per annum.

Under an open-access grazing system, cattle are allowed to graze in excess on SNL
common pasture at no direct cost to the cattle-owning household, while Government
dipping services and most other veterinary services are provided free. By the early
1990s, 85 percent of SNL land was relegated to communal grazing land, effectively
limiting land available for actual crop production to about 15 percent (Osunade 1994).
MOAC predicts that these grazing systems will sooner-rather than later-lead to levels
of soil erosion and land degradation that will limit any future arable potential of current
grazing lands and undermine the sustainability of farming systems. Moreover, since the
concentration of cattle-ownership is known to be narrow, it appears that society at large
is bearing the cost of maintaining the wealth of a small proportion of the population.

0 Additionally, SNL households often have little choice but to produce crops under rain-fed
conditions, perpetuating poverty traps with low-technology, low-yield crop varieties
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(MOAC 1999). Policy initiatives under the new Water Bill are expected to change the
water allocation rules to permit greater access by SNL farms. Despite this important step
forward, however, access to capital is expected to be a severe-possibly binding-
constraint for most SNL farms in moving into irrigated agriculture. Commercial banks
are willing to extend credit for in-field capital developments and working capital but
often seek a guarantee, proven managerial track record, informal "negotiation fees" etc.
(MOAC 1999). These features tend to exclude poorer smallholders from accessing the
formal credit system for financing of irrigation. Most importantly perhaps, the
disincentive to invest in irrigation is high without secure tenure to land.

Reforms to land tenure on SNL or cattle grazing arrangements are at the heart of the
traditional value system and likely to be resisted by some who currently control these assets.
Such change is unavoidable, however, if the poor are to be the real beneficiaries of growth.
In the absence of reforms to overcome the impediments to investment in SNL agriculture,
wealth will remain narrowly concentrated and poverty will continue to intensify in
Swaziland.

III. Poor Quality of Human Development
Investments

The ability of the poor to participate in labor markets-and the returns they earn from such
participation-is closely linked to the quantity and quality of their human capital. The
success of human development policy in reducing poverty depends largely on the extent that
public expenditures on education and health enable the poor to obtain affordable and good
quality education and health services.

The analysis below indicates that despite a substantial allocation of the public budget to these
sectors, Swaziland's education and health indicators are worse than expected, and the
disparities are greater for the poor, in rural areas, and for women. The allocation of public
expenditures within each sector is biased against the basic service levels utilized by the poor.
The consequent under-funding of primary education and health services combines with an
inefficient allocation between wages and other essential items to generate a poor quality of
services available to the poor. Major re-orientation is needed in both sectors.

3.1 Public Spending on Health and Education is Under Pressure

Contraction during fiscal crises: The shares of Swaziland's public budget accruing to the
education and health sectors are comparable to that of other lower middle-income countries.
The education sector historically commanded about 22-25 percent of the budget, while the
health sector constituted 7-9 percent. The commitment to these sectors is found to weaken,
however, during times of economic crisis. A prominent example is during the drought and
fiscal crisis of the early/mid 1990s. The combined share of these two sectors declined from a
peak of 34 percent of the public budget in 1990/91 to 28 percent in 1996/97 (Development
Plans, GOS, various years).
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Part of the reduction in allocation to these
two sectors is explained by the redeployment Box 3.1: Preventing long-term losses in
in public expenditures to direct drought relief human capital
during the prolonged drought of the early The PPA of 1997 documented many mechanisms
1 990s. In effect, public spending in health used by the poor to cope with large income
and education was squeezed in order to raise shocks. Households often changed their behavior

in order to minimize expenditures. They reduced
funding for a generalized food transfer food consumption or turned to cheaper foods;
program in drought-affected areas. Yet, they took children out of school or alternated
during national economic crises, protecting children in school; and they went to traditional
basic education and health spending-and healers or used home remedies instead of paying
increasing targeted safety net spending-are higher fees and/or transport to the hospital.Prolonged or repeated involuntary coping of this
both essential expenditures (Box 3.1). In type can lead to permanent losses in nutritional
order to avoid contradictory signals and and educational outcomes for the children in
outcomes for poor households, it would be these families. These irreversible losses, in turn,
preferable to manage the fiscal pressures perpetuate inter-generational poverty traps.
during such periods by cutting back on non-
essential public spending or raising taxes on luxury items.

Swaziland now has one of the world's highest HIVWAIDS prevalence rate: Over 18 percent
of the total adult population is HIV positive. AIDS not only has a devastating impact on
health indicators, but also undermines other human development gains, the economic
strength of the household and the ability of the state to provide social services at a pace that
keeps up with the exponential growth of the epidemic. (See also Section IV below on major
sources of risk and vulnerability).

In the health sector, for example, it is
Box 3.2: HIV/AIDS will burden an estimated that there was an 82 percent
already-strained education sector increase in inpatient admissions in Swaziland
The education sector is projected to experience for tuberculosis between 1989 and 1994,
demand and supply shocks as a result of AIDS. driven by HIV incidence (Health Sector
The epidemic's potential impacts include Study, 1998). AIDS displaces health sector
reduced cohort sizes and enrollment numbers, resources (health workers' time, beds,
loss of teachers, reduction in the (extended) equipment) that would otherwise be used to
family's ability and/or willingness to pay for
schooling. These factors will further treat HIV-negative patients. Thus, mortality
compromise the efficiency of the education Of patients who are HIV-negative is likely to
system as dropout and repetition rates increase, increase.
and the economic returns to education decrease.

The implication for the public budgets in both education and health are enormous. Greater
investments in teacher/health worker replacement and training will be needed as more
personnel are lost to the disease; investments in curriculum change will be needed to
incorporate HIV/AIDS behavioral change modules; a multi-sector focus on AIDS prevention
will be needed. In the short-term, the quality of services is likely to decline even if the
epidemic is contained, as those who are currently infected fall ill and seek public services.
The pressure to protect-and increase-social sector spending in the most equitable and
efficient manner is thus critical in Swaziland.
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3.2 Prevention will Generate the Greatest Health Gains

Health outcome indicators have improved, but not enough: In some of the key indicators
of human welfare, such as the infant mortality rate, life expectancy or maternal mortality (see
Table 1.1 earlier), Swaziland had made significant advances until the early 1990s. In many
cases, however, the levels of the indicators resemble the achievements of countries which
have much lower per capita incomes and revenues than does Swaziland. Given its high per
capita income level in the context of Africa, the expectation is that these indicators should
have been better. For example, the average infant mortality rate for the lower-middle income
group of countries worldwide is 40 infant deaths per 1000 live births in 1996, whereas the
rate for Swaziland is a much higher 67 per 1000 live births (UNICEF 1998). Moreover,
overall indicators mask a marked disparity between rural and urban areas. For example, rural
maternal mortality rates are nearly 20 percent higher than those of the overall population.
And, as described above and below, in the late 1990s AIDS is rolling back many of the gains
that had been made.

Health personnel ratios have
improved: In significant part Figure 3.1: Population to Health Personnel, 1993
driven by private sector F45000
investments-especially by the 4 40000 Populaon
mission hospital sector- 5000pe

Swaziland's health facility and ' 30000 Populafion
personnel-to-population ratios -q 25000

have improved considerably . 20000

since independence (Figure 1 sooo
3. 1). For examnple, the 00
population-to-physician ratio .p 5000 l
has almost halved from 18,700 0
people per physician in 1985 to | f v
9,500 in 1993. The gains inthe |O v $i4-4 -<bebe
population-to-nurse ratio now 5 Country *os
meani that Swaziland has one of Source: Africa Development Indicators Database, 1999
the best ratios (232 people per
nurse in 1993) in the continent. Yet as AIDS continues to take its toll especially among
skilled personnel, maintaining the staffing ratios of the sector will be in jeopardy.

Key indicators are in decline: The magnitude of HIV/AIDS infection in the country is
already rolling back many of the health outcome gains of the past three decades, as
mentioned above. Health indicators in the 1 990s are thus actually declining, rather than
improving. As a consequence of the epidemic, the U.S. Bureau of Census estimates that the
average life expectancy in Swaziland has fallen from 57 years in 1996 to about 39 years at
the end of the century (U.S. Bureau of Census, 1999), rolling back the total gains in the last
thirty years.

Public expenditures within the health sector are inefficient and biased against the poor:
An attempt was made to analyze the extent to which public health spending benefits different
income groups of Swazis. The design of the SHIES does not allow a direct poverty analysis

18



Swaziland: Reducing Poverty Through Shared Growth January 2000

because precise questions were not asked in the survey about the number and type of health
contacts made by each household. Considerable indirect evidence exists, however, which
suggests that the poor are not the major beneficiaries of public spending in health and also
that the structure of expenditures is inefficient.

6 Despite much of the country's disease burden being preventable, health expenditures are
skewed toward curative care (Health Sector Study, 1998). Curative medicine accounted
for 70 to 80 percent of total public health spending during the mid-1990s. Thus, only 20
to 30 percent is allocated to primary/preventive care, likely to be used mostly by the poor,
whereas curative medical services tend to cater to the needs of the well-to-do in
Swaziland. Although a user-fee scheme is in place, it has little relationship to different
households' ability to pay and hence is inequitable in design and implementation.
Changes in the fee structure have been introduced in 1997/98 but its impact on the ability
of the poor to gain greater access to primary health care is uncertain.

o Strong urban bias is evident in the distribution of health services and facilities. It would
appear that the gains in health personnel and infrastructure highlighted above are
inequitably distributed, with the rural poor being least served. Although only 21 percent
of the country's population is urban, over 90 percent of inpatient beds are located in urban
areas (Health Sector Study, 1998). Doctors are primarily based in the hospitals and
central administration, and so are the majority of nurses and all health sector employees.
This results in rural clinics-to which the poor have greater access-to be underserved.
Compared to the regional population distribution, health facilities are disproportionately
concentrated in the urban areas of Manzini and Hhohho. These two regions account for
about 55 percent of the population, yet maintain about two-thirds of the country's health
facilities, mostly in the big towns.

Box 3.3: Home-Based Care of People with AIDS 6) Although the impact of AIDS
is not limited to the health sector

According to Swaziland's 1998 Health Sector Study, 80 aln,sthcrismuesfte,
percent of current in-patients in major hospitals are HIV- alone, as the cnsis matures further,
positive and that there is a substantial shortfall in bed public expenditure levels in health
capacity. The study estimated that even with efficiency will come under severe pressure
gains, under a hospital-based approach to managing (Box 3.3). Under these
AIDS patients, government would have to increase its circumstances, real public
annual recurrent allocations to health by a minimum of spending levels in health cannot
16 percent over the next five years. afford to be cut back. At the same
A home-based care approach is less costly for treating time, avenues for better targeting
AIDS patients in the last year of their lives. It can also to the poor and more cost-effective
reduce time and financial outlays incurred by households ti th rough mbulatory and
in caring for AIDS patients in institutions. practices through ambulatory and

Existing initiatives by Swazi NGOs to provide care at home-based care become urgent
home are important, but have been limited in scope and necessities.
coverage. Yet they demonstrate that families in
Swaziland are willing and prepared to provide care at 0 And although the share of
home if they are supported and trained. drugs in recurrent health sector

Promising models of home-based care for people with expenditures has remained stable
AIDS are being tested in neighboring Botswana and in recent years, its real value has
Uganda and could be adapted for piloting in Swaziland. declined. This means that health
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personnel numbers may have increased but their ability to treat people with drugs is
declining, leading to low quality of the public health system.

Access to safe water and sanitation is criticalfor health outcomes yet constrainedfor the
poor: Access to safe water and sanitation can prevent many kinds of illnesses. The 1997
PPA found that access to water and healthcare were the top priorities of communities,
especially women. Some people argue that the high problem ranking accorded to water in
the PPA is due to the study being conducted during the 1994/95 drought. This may well be
true but drought in Swaziland is no longer an occasional occurrence but a frequent one.
There is little doubt that the situation may have deteriorated due to prolonged and successive
drought and that safe water and sanitation are major problems in Swaziland, especially in
rural areas and especially for the poor. The consortium of NGOs in Swaziland which are
implementing a drought preparedness and mitigation program observed, for example, that
recurrent droughts have had a strong negative impact on availability of water for domestic
and productive use (Drought Consortium, 1997). The Consortium notes that many of the
water sources that failed during the historic 1991/92 drought had not recovered by 1996
despite occasional good rains. Moreover, run-off water from environmentally degraded land
often flows directly into the sources of drinking water of the community (dams, wells). This
combines with poor sanitation (30 percent of the rural population do not even have pit
latrines, SHIES, 1995. ) to result in high incidence of diarrhea, which is a major
contributory factor of infant and child mortality. Many schools in the program areas in rural
Shiselweni and the Lubombo also did not have reliable water supplies.

And an analysis of the SHIES 1995 data reveals that in rural Swaziland, the lack of access to
safe drinking water affects poorer households more, but essentially cuts across households of
every income group. About 62-63 percent of the poor and extremely poor people in rural
areas must rely on rivers as their principal source of drinking water. About 55 percent of the
rural non-poor must also rely on river water.

In summary, health indicators had improved until this decade but indicate persistent poverty
and deprivation in Swaziland. In the 1 990s, key indicators are being eroded as HIV/AIDS
takes its toll. The pro-poor impact of Swaziland's public health policy could be increased
dramatically and the declines in outcomes prevented even within existing public spending
constraints. Urgent action is needed to remove the bias in public health spending against
preventive/primary service levels and against rural areas; improve access to safe water and
sanitation; initiate a full-fledged campaign in behavioral change to prevent further HIV/AIDS
expansion; and pilot and launch a national home-based care program for people with AIDS.
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3.3 Tertiary Bias in Public Expenditures Leaves Basic Education Costly and Weak

Table 3.1: Changes in Education Levels, 1985 - 1995 As in health, outcome
Rural Urban | National - indicators have improved.

1985 199. 1985 1995 1985 199 The shares of the population
e, . X s who have no education has

declined for both males and
No Education 35 16 12 9 33 14 females between 1985 and
Primary 54 56 56 39 55 52 1995 (Table 3.1). In rural
Secondary 8 17 17 25 10 19 
Tertiary 4 1 1 1 1 27 2 15 areas the gains in educational

attainment have been at every
All 100 100 100 100 100 100 level, whereas in urban

offigoomm ~~~~~~~~~~areas-which started with a
No Education 35 17 14 8 32 16 stronger primary education
Primary 53 55 48 39 52 51
Secondary 10 19 22 29 11 21 base-the gais have been i
Tertiary 3 9 16 24 4 12 secondary and tertiary

I___________ __________ __________ ________ education. The prim ary
All 100 io (o 100 100 100 100 education gross enrollment
Source: SHIES 1985 and 1995 ratio (total number enrolled as

percentage of school-going
age group) climbed from 101 percent in 1986 to 128 percent a decade later (GOS, Ministry

of Education, 1996). This is higher than the Sub-Saharan average of 73 percent.

There are rural-urban and gender disparities: The urban population is consistently better
educated than the rural population (Table 3.2), especially in terms of having a smaller share
of people with no formal education and a larger share at higher education levels. These
disparities persist even in the mid- 1 990s.

In contrast, gender disparities are small at the earlier levels of education but by the tertiary
level, a differential seems to emerge in favor of men. A smaller proportion of women than
men have moved on from the secondary to the tertiary level.

Education level is strongly Figure 3.2: Poverty and Educational Level of Household Head
related to poverty status:
This pattern is true whether in
rural or urban areas, for the 60
poor and the core poor. 50

Country-wide, over 50
percent of the people who live 40

in households headed bye30

20in poverty (Figure 3.2). In ~ 2

contrast, the poverty ratio is lo 1

halved for people in L

households whose heads have 
No Loxwr Upper Secondary High Higher

obtained some secondaryi education Primary Primary School Education
education. This suggests that Educational level of household head

Source: SHIES 1995.
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higher incomes are related to higher education levels and
Figure 3.3: Household Heads that access to education for the poor should thus be a
with No Education major priority for a poverty strategy in Swaziland.

But the poor are less able to afford education: The
! c 40 l l * l l l - [ aggregate picture of education in Swaziland obscures the

~ 35 l 11 1 I | l _ s fact that whether a Swazi is poor or not affects their
ability to maintain educational investments. We observe

| 25 l l 9 l l | that the education levels attained by the Swazi poor are
25 ~~~~~~much worse than that by the non-poor. The rural poor,

| ¢ 20 ll l lll l l l - for example, have a much larger share of people with no
education and less than half the proportion of secondary

s 15 and tertiary educated people than the rural non-poor
lo 10 (Annex Figures 2a and 2b). The core poor can afford to

spend only a tiny share of their consumption on education
(less than half of one percent), whereas the non-poor

0 2 o | spend almost 6 percent on education expenditures (Annex
Poorest * Richest | Table 2). Additionally, Swazi heads of households with

Consumilion percentile no education are heavily concentrated amongst the
Source: SHIES 1995. poorest income groups in the country (Figure 3.3).

The most likely implication of these findings is that
the poor and very poor face important trade-offs Box 3.4: Voices of the Poor:
between expenditures which can lead to more and concerns about education
better educational outcomes versus expenditures to "I never used to worry about my
meet other important household needs. Under illiteracy and thefact that I was not
these conditions, they may be able to obtain some able to send my children to school,
education, but their chances of completing a level, Bsut now, because I know the water
or transitioning to the next level, or achieving problem is here to stay, I realize that
effective learning, are likely to be severely my children are in trouble for life,
constrained. The poor are thus likely to suffer because they cannot get any decent
higher repetition and drop-out rates than the non- pay from any job if they don't know
poor. Hence for the poor in Swaziland, sustaining farming is no longer feasible as our
school attendance and obtaining quality learning- main source of livelihood."
which are driven by the quality, efficiency and cost Source: Swaziland PPA 1997.
of education-may be a much larger issue than
that of gaining access.

High repetition rates: These quality and cost concerns are voiced by the poor themselves
and also reflected in very high drop-out and repetition rates at both primary and secondary
education levels.6

Many primary school students are over-age for their corresponding grade level. High
repetition rates have reached almost 18 percent for boys and 15 percent for girls by 1996.

6 "Too many children are living with widows or elderly women who cannot afford the costs of schooling."
(PPA 1997)
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Grade-age mismatching starts relatively lower at the initial grades, with 47 percent of the
students older than the recommended age group in Grade One; but this increases to 76
percent by Grade Five (MOE, 1996). MOE estimates suggest that, as a result of high
repetition, it takes an average of 13 years to produce a primary school graduate in what
should take 7 years. By addressing efficiency issues which perpetuate these high repetition
rates, it is estimated that Government could obtain a savings of 84 percent on primary
education.7

Repetition or drop-outs mean additional cost and waste of resources not only for the state but
also for households. The burden of repetition and drop-outs is borne particularly by the poor.
The PPA (1997) records that school drop-outs-certainly during family or community
crises-is common for the poor, and also occurs on a seasonal cycle as children are
withdrawn from school to provide labor on family farms. The study also reports on a
practice to alternate children's attendance at primary school in order to save on school fees.
Furthermore, the burden of HIV/AIDS on poor households is expected to worsen the
situation in the medium-term (see earlier Box 3.2). The lost opportunities embodied in high
repetition and drop-out rates are evidence of serious inefficiencies and inequities in the Swazi
educational system.

The structure ofpublic education subsidies is not pro-poor: An analysis of public
expenditures on education indicates that there is need for major restructuring of spending in
order to increase the ability of the poor to obtain (i) quality education; (ii) at an affordable
cost; and (iii) within limited fiscal resources.

O Public education policy favors tertiary education at the cost ofprimary education. An
inordinately high proportion of the educational public budget (27 percent in 1997/98)
goes to tertiary education, which is effectively
free to all Swazis regardless of household Box 3.5: Free Tertiary Education
income levels. Conversely, while the public Enrollment in the University of Swaziland
budget does subsidize primary education, (UNISWA) system has expanded
children's attendance at primary school throughout the 1980s and early 1990s, as
requires payment of fees and other expenses has the curriculum. Demand for tertiary
(uniforms textbooks etc ) by the household education remains buoyant in the context

(uniforms, textbooks, etc.) by the household. of economic stagnation. This is due in no
One justification which is sometimes put small part to the fact that tertiary
forward for this structure of public subsidies education is almost free to the student.
is that of equity of access, according to which. The state provides a grant and loan
tertiary education-the most expensive level combination to the enrolled student, but

the repayment of the loan component hasof education-is thereby made affordable to not been enforced with much force.
all, while Swazi households are asked to share
the costs of the cheaper primary and secondary education levels.

7 Secondary education levels are characterized by high repetition rates as well (11 percent). Consequently, it
takes nearly twice the normal time to produce a secondary school graduate, almost double the number ofpupil
places are required, and Government spends nearly 93 percent more on the secondary subsector than it should
(MOE 1996).
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Unfortunately, the outcome is far from equitable. Most of the poor cannot afford to
complete primary or secondary education (see above) and hence cannot access the large
public subsidies at the tertiary education levels. In effect, by rendering tertiary education
virtually free-while primary education continues to be costly to the household-public
expenditures in education are skewed in favor of a level which the poor cannot often
attain. The main beneficiaries ofpublic education subsidies thus are higher-income
households who can afford the schoolfees and other expenses to keep their children in
school through to the highest education tier.

The particularly strong bias against primary education in the allocation of public
resources within the sector is evident if we compare the per student subsidy at each level
of education (Annex Table 3 provides details). Under the current structure of spending in
the sector, the public cost (subsidies) to educate 1 university student in 1995/96 would
have been sufficient to cover the cost of educating 47 primary or 13 secondary
school students. These ratios are high enough to place Swaziland in the range of SSA
countries which spend a disproportionate amount at the tertiary level.8

Re-orientation of the public spending structure from tertiary to primary levels would
allow the freed resources to be allocated to education materials (see below), reduced fees,
etc. at the primary level, easing the cost burden on poor households, improving quality
and reducing repetition and drop-out. The same overall amount of education resources
could thereby have a greater impact in reaching the poor in Swaziland.

0 Wages and grants total almost 95 percent of the recurrent budget in the education sector,
leaving little room (only 3 percent) tofinance essential educational materials and
supplies (GOS Development Plans). The burden of this inefficient allocation pattern at
the primary and secondary levels has fallen on parents who have to bear significant out-
of-pocket expenses for materials and supplies in addition to school fees. This creates a
particularly severe burden for poor households. Those parents who cannot afford to pay
the fees and contribute to the purchase of learning materials, withdraw their children
temporarily or completely, contributing to the high dropout and repetition rates observed
above. Moreover, even if poorer households can avoid drop out of the child, they only
have recourse to the under-resourced public system schools, whereas the non-poor send
their children to private schools, the better-served public schools, or abroad (e.g. South
Africa). The quality of education in public schools with little teaching materials suggests
that the education quality received by the poor in these institutions is likely to be weak.

Education is a powerful instrument to equip the poor to gain access to improved livelihoods.
Gross coverage by the education system has definitely improved over the years, but the
persistently inequitable and inefficient allocation of public resources within education mean
that scarce public resources are targeted to those who do not need it at the cost of those who

8 In Malawi, the public subsidy per tertiary student is equivalent to the cost of 71-103 primary students
(1994/95); in Kenya 41 primary students (1992/93); in Guinea 35-58 primary students; in Madagascar 22. In
contrast, the tertiary bias is much lower in South Africa and Mexico where the public sector subsidy per tertiary
student is equivalent to the cost of only 5 primary school students (World Bank 1995).

24



Swaziland: Reducing Poverty Through Shared Growth January 2000

do. Improved equity and efficiency will lead to better outcomes-at a lower cost-for both
poor households and the Government.

To summarize, deprivation in terms of human development opportunity is widespread,
clearly worse in rural Swaziland and deteriorating in the 1990s. Sectoral reform is required
in both health and education to re-direct spending more towards basic levels of services
accessed by the poor and towards ensuring a better quality of services. In its absence, many
poor households in Swaziland will not be able to improve their quality of life or build skills
which can help them to take advantage of economic alternatives.

IV. High Risk and Vulnerability
The poor are particularly vulnerable to shocks of various kinds (e.g. drought, HIV/AIDS,
widowhood, disability), given their very low asset position. There can be direct income loss
and a sometimes irreversible downward spiral after an adverse shock as the last productive
assets are depleted to meet short-term consumption needs. Uninsured risk can also lead poor
households to forego potentially valuable new production technologies. Informal social
protection strategies, moreover, are only partially effective. There is, thus, a public role for
improving social protection for the poorest of the poor. Since fiscal resources and capacity
are limited, difficult choices need to be confronted within an affordable fiscal envelope. The
section below assesses those risks which have the most severe costs for the poorest, as a
guide to focusing and increasing the effectiveness of a Swazi public social protection policy.

4.1 Informal Insurance Mechanisms are Under Strain

Informal insurance exists but does not provide effective protection: The poor in Swaziland
are not completely exposed to risk and have developed strategies to deal with the worst
shocks. The bulk of these mechanisms for the Swazi poor are not provided by the state but
instead are informal insurance, invoked between individuals and communities on the basis of
social norms and mutual exchange. The homestead continues to be the major source of
social protection for the Swazi poor. Resources are exchanged between more and less active
members of the homestead (e.g. the elderly and the younger income earners), enforced
primarily through kinship structures and social norms.9 Individual households which have
been hit by a crisis may also try to reduce expenditures on food, health or education, sell
cattle, rely on foraged foods or "famine foods", resort to prostitution, beg, etc. (PPA 1997).

These informal insurance and safety net mechanisms-whilst often being the only
mechanisms accessible to the poor-do not necessarily provide effective protection. SNL
farms, for example, are highly vulnerable to natural shocks: during the historic drought of
1991/92, SNL maize production fell dramatically from 145 thousand metric tons in 1990/91
to 54 thousand metric tons in 1991/92 (IMF 1997). Many mutual assistance-based coping
strategies tend to break down during such covariate or systemic shocks since need is highest
and the capacity of both recipient and donor households are overwhelmed.

9Individual aspirations and wealth accumulation are to some extent checked by the emphasis placed on sharing,
showing respect and mutual assistance as "good Swazi behavior" (Leliveld 1994).
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The PPA (1997) reports, moreover, that social institutions are not necessarily equitable. The
poorest households were liable to be marginalized from community-level institutions, such as
women's groups (luholiswano), due to inability to pay the required fee, lack of time, ill
health, and so on. The traditional chiefs were also not found to play a significant role in
supplementing the coping strategies of the poor.

... and weakeningfurther: Furthermore, there appears to be weakening of the informal
social insurance system. Once again, the PPA (1997) records "frequent reference to
'irresponsible sons' and men who desert their wives and children". There are also visible
increases in the numbers of street children in the major towns and orphans in rural areas.

Several factors may be contributing to this process of change. More one-household
homesteads are appearing as urbanization and modernization increase, weakening the social
norms of mutual assistance. In virtually every community visited by the PPA (1997), family
and social relationships were perceived as being undermined by increasing crime and
alcoholism. It is also noted that the effectiveness of community institutions may be declining
as an entire community becomes impoverished: informal voluntary assistance from the
better-off to the poorest have been falling off as "households that were once well-off now
have little or nothing to spare" (PPA 1997). These trends were attributed to worsening
poverty and to rising unemployment among young men, which in turn may be linked to the
stagnating incomes and employment opportunities in Swaziland in the recent years. Further,
the cumulative impact of the HIV/AIDS crisis is not limited to just the affected household,
but is gradually undermining the extended support network.

4.2 Major Sources of Risk

Recurrent drought has severe effects on the poor: In rural areas, drought is a major source
of risk and vulnerability and have resulted in significant reductions in household welfare.
During the 1991/92 drought, in addition to the crop losses mentioned above, the national
cattle herd declined by about 16 percent in
just one year. Aggregate losses obscure an Box 4.1: Drought is Now Endemic
even greater vulnerability faced by poorer In April 1995, the drought situation was considered
households. Cattle resources are as bad as the 1992 drought, although affecting a
inadequate for poor households during smaller percentage of the population. Indeed for the
agnormal" year and are even....less ..available lowveld the situation was worse than 1992 as

communities had not had a chance to recover from
to cushion shocks such as major droughts. four successive drought years.. Although the rest of
Due to the country's ecological gradient, the country had reasonable harvests in 1993 and 1994
the dryer Low and Middleveld regions the lowveld still suffered successive droughts and
(especially parts of Lubombo and almost total crop loss ... Drought is now considered
Shiselweni regions) are probably,, it endemic in the lowveld and communities are coming

to terms with the need to change agricultural
hardest by droughts and constitute the practices to suit the average rainfall pattern.
poorest regions. Moreover, as droughts Source: Drought Consortium, 1996
become more frequent, the assets of
households have less time to recover between each episode. The impact of subsequent
rounds of drought can actually be worse than an initial round because the household has
already exhausted its savings and assets (Box 4.1).
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Given the large dimensions of the welfare loss, the Government put in place a generous food-
based safety net during the prolonged drought of the early and mid-1990s. With the onset of

the drought in 1991/92, a multisectoral
Disaster Task Force, coordinated from

Box 4.2: Some Lessons from the Drought Relief the Deputy Prime Minister's Office,
Program (Phase I) was established in 1992 to handle the

(i) Targeting: Geographic targeting to areas with large food distribution effort. Initially the
crop failures was the major targeting criteria. This disaster management effort involved
resulted in large errors of inclusion (non-poor in the
drought areas benefited) and errors of exclusion (poor m
non-disaster zones were excluded although they may targeting to the poorest, however (Box
also have been severely affected by the drought). Self- 4.2). As a result, instead of the original
targeting criteria-such as a works program-would 270,000 estimated beneficiaries under
have assisted in focusing aid on the poorest. Phase I, over 400,000 people - or more
(ii) The Government attempted to overcome its transport than 45 percent of the Swazi population
and administrative capacity constraints to delivery by - received free food (Drought
forming partnerships with NGOs. This is an important Consortium 1996) The program
step in achieving more efficient delivery but monitoring ,
is necessary. The performance of NGOs was variable: at evaluation noted that these numbers
an extreme, bags of food were dumped on site and included people who were not "genuine
Deople had to scramble for their share. drought victims". Better targeting of

transfer resources was deemed a
necessity to improve the program's ability to reach the most vulnerable without
overwhelming the fiscal envelope. Moreover, it was felt that free food distribution created
dependency and was not a sustainable approach to recurring drought.

As a result of the lessons emerging from Phase I, the nature of the national safety net was
changed from 1993. The major shift involved moving away from a largely untargeted free
food distribution program to a safety net using a food-for-work (FFW) mechanism. The
work requirement was intended to be a self-targeting mechanism to screen out people who
did not require the drought assistance.
The programs also contributed to Box 4.3: Building on Local Models
second-round increases in community Although the FFW mechanism was considered an
incomes and household welfare, as innovative way to better target drought resources in
well as lesser susceptibility to drought, Swaziland, there was nevertheless an indigenous
by creating infrastructure for water model or cultural practice known as lilima. Undernycreatingnfia uees saatin llima, a family, neighbors, or a community would
harvesting, soil conservation, sanitation jointly provide labor for weeding or other task or
and other community needs. Its design project. At the end of the project, the family or
drew on existing community practices community would be provided beer or meat from a
(Box 4.3). Basic evaluations beast specifically slaughtered for the purpose. The
conducted of the FFW program prior existence of a similar practice enhanced the

political and social acceptability of the shift to a
indicate that it succeeded in improving work-based public safety net program.
the targeting of resources to the most
vulnerable within drought-affected
areas. It is also reported to have succeeded in generating economic and social assets valued
by the community (Drought Consortium, 1996).

HIV/AIDS is a national, ongoing crisis: Swaziland has one of the world's most severe
HIV/AIDS epidemics, with 18.5 percent of the adult population (ages 15-49) infected. This
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is the fifth-highest prevalence rate in the world, and the virus is still spreading rapidly. The
factors leading to its rapid expansion are multi-sectoral, as are its consequences:

6 The country is losing a large segment of the young, highly skilled workforce. In 1993, an
estimated 18 percent of all university students in Swaziland were infected with HIV.
About 60 percent of HIV infections in Swaziland occur among those 20 to 39 years old,
one of the most productive segments of society. Absenteeism, fatigue on the job, worker
turnover, training and recruitment costs, funeral and death benefits-all these are
increasing, draining scarce public and private business resources and impeding job
creation. Although costs vary significantly among countries, UNAIDS estimates that a
worker with AIDS costs a business in Southern Africa about USD 200 annually in lost
productivity, treatment, benefits and replacement training; the costs for senior and skilled
staff will be far higher.

O HIVIAIDS exacerbates poverty. Both the poor and non-poor are being infected with HIV.
The poor, however, are least able to cope with the illness and associated costs.
Moreover, AIDS can often result in the increased impoverishment of households through
cost of treatment, lost adult income, funeral expenses, etc.

6 Dramatic changes in the social structure of households as a result of AIDS are
contributing to poverty. Multi-generational households that lack the middle (income-
producing) generation are increasing, and AIDS often kills more than one breadwinner
and/or caretaker in a family. Many of those dying have surviving partners who are
themselves infected and in need of care. Female-headed households, which tend to be
more vulnerable to poverty, are on the rise in AIDS-affected area, as are orphan-headed
households. In 1996, an estimated 2 percent of all Swazi children were orphaned because
of AIDS (UNAIDS defines AIDS orphans as children under 15 who have lost their
mother or both parents to AIDS) (UNICEF 1994). The majority of orphaned children are
taken care of by the extended family, but the system becomes increasingly strained as the
number of orphans continues to grow. Elsewhere in Africa, children in households where
a parent has died are also found to have fewer hours of schooling per week and lower
nutritional status.

0 High intra- and inter-country migration is a crucialfactor in facilitating the spread of
HIV/A4IDS. HIV prevalence rates continue to rise in rural areas of Swaziland, as an
increasing number of people commute regularly between urban and rural areas. The
country also has a large class of transport workers. South Africa, to which Swaziland's
economy is closely linked, has one of the world's most rapidly spreading HIV/AIDS
epidemics; given high population mobility between the two countries and their economic
linkages, the progression and severity of South Africa's epidemic inevitably has an
impact on Swaziland.

O The cost of HIVWAIDS is largely borne by rural communities, given that many HIV-
infected urban dwellers return to their home village when they fall ill. Rural households,
particularly women, provide most of the care for AIDS patients, and bear the costs of
food, medical care, and funerals. As the most productive segment of society dies,
agricultural knowledge and management skills are lost.
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Gender disparity in legal rights: exacerbating women's vulnerability: A further, major
dualism underlying the economic structure in Swaziland is gender disparity in legal rights.
While in certain indicators of access or outcomes there is little gender difference e.g.,
illiteracy rates (in adult literacy rate, the female rate as a percent of the male rate was 97
percent in 1995 per UNICEF 1999)-women's property rights and legal rights in general are
severely constrained relative to those of men.

In both the indigenous customary law and the Roman-Dutch common law systems governing
Swaziland, women are considered minors. This means that women do not control or own
major assets, particularly land, and allocation of land for usufructure rights is contingent on
the permission of a male relative. Limited property rights also constrain women's access to
credit (PPA 1997). For every legal act, such as obtaining family planning services, women
need the authorization of a male guardian. Even with regard to the disposal of their own
labor, most women need to seek approval from a male guardian with regard to the decision to
be employed, including the type of employment in which they may engage. Concurrently,
however, women are expected to provide extensive agricultural labor and find themselves
increasingly responsible for supporting their household. Although urban/educated women
benefit from administrative exceptions, poorer women-particularly in rural areas-still have
minimal influence over decisions affecting their lives. Swaziland's 1997 PPA found that in
all communities, women were consistently defined as the most vulnerable social group.

The fundamental imbalance in the property rights and obligations of men and women
translates into their having highly differential economic capabilities. These differences are
captured only partially by the differences in poverty levels for female- versus male-headed
households. De facto female headed households (i.e. where a male co-head is nonresident
for large parts of the year)1 0 are a large presence in rural Swaziland, representing just under
20 percent of all rural households."1 These households have the highest core poverty and
poverty levels of any household type (Table 4. 1). Furthermore, the share of defacto female-
headed households among the core poor and poor is higher than their share of the population.
One interpretation of these findings is that it is the absence of adult males-regardless of the
cause-that is a prime source of vulnerability for female-headed households.

10 In contrast, dejure female-headed households are those where the female head is divorced, abandoned or
widowed, or single.

The high proportion of defacto female-headed households is further evidence of the reliance by rural Swazi
households on male migrant labor.
12 A caveat must be noted here. Female-headship alone is not necessarily an adequate criterion for targeting
safety nets. Dejure female heads do not have a markedly different poverty pattern than do male heads.
Moreover, despite the differentials in poverty levels between female- and male-headed households, the bulk
(about 70 percent) of the poor and the extremely poor live in male-headed households. The relevance of
looking at headship as a variable in poverty analysis is to alert policy makers to the patterns that are observed-
i.e., de facto female headed households appear to be particularly vulnerable-without exaggerating the
differentials. Female headship must be considered in conjunction with other household criteria such as
landholding size, income level, dependency ratio, etc.
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Table 4.1: Poverty Indices by Household Structure, 1995 (Rural)
Prealnc ;--ty (f U

Household head Population Core Share of All Share of
Share Poor Core Poor Poor All Poor

Traditional Male 63.2 19.8 62.3 39.2 61.8
Polygamous Male 2.4 17.7 2.2 44.0 2.7
Single Male 6.4 13.3 4.3 32.2 4.8
Defacto Female 18.1 24.3 21.8 46.2 20.8
Dejure Female 9.9 19.2 9.5 38.8 9.5

All 100 20.0 100 40.0 100
Source: SHIES 1995.

The severe limitations on their legal rights Box 4A: Women's Vulnerability to HIV
render women more vulnerable to exogenous In Swaziland, half of HIV-infected adults are
shocks, especially loss of access to assets due women. This percentage is increasing, however, as
to widowhood and marital break-ups, or AIDS among females teens is occurring at earlier

ages and at four times the rate ofyoung males. In
greater susceptibility to HIV/AIDS (Box 1996, the median HIV prevalence rate among
4.4). Given their subordinate socio- women attending ante-natal clinics was 26 percent,
economic and sexual status, many women both in and outside major urban areas. Prevalence
find it difficult if not impossible to demand amnong pregnant women is highest in the 20 to 24
safer sex practices. Women are also likely to age group (39 percent), and in this group, HIV

prevalence doubled between 1994 and 1996.

nmbear theheaviest buenf hen an famsily The 1997 PPA also found that during household
member becomes infected and falls ill. economic crises, some women reported exchanging

sex for food, increasing susceptibility to HIV
The disparities in legal nights-and nights in infection.
practice-lead not just to diminished quality Sources: UNICEF 1998.
of life for women but also to decreased Sources:I________1998.

productivity for the country as a whole, constraining the ability of the Swazi nation to build
opportunities for broad-based growth. Reform of the legal code to provide greater protection
of economic rights of women should be a prime instrument in the poverty reduction and
social protection agenda of Swaziland.

In view of the profound impact on the poor of various sources of risk, there is a clear role for
public policy to increase the social protection of the poorest groups in society. Yet there is
no clear social protection policy framework in Swaziland at present. Responsibility for
public safety nets is highly fragmented,'3 contributing to dilution of impact, waste and failure
to reach the poorest people. In order for public policy to reduce the vulnerability of the poor,
therefore, there is need to streamline public efforts to focus on the most severe sources of
risk. Furthermore, to be cost-effective, public mechanisms for social protection must involve
not only safety nets but broad policy instruments as well. In Swaziland, this is likely to
involve emphasis on a national response to the HIV/AIDS crisis, drought preparedness,
establishing equality of economic rights for women and promotion of work-based safety nets.

13 A recent report by UNISWA (1999) reported that the 17 finctions of "social welfare" (e.g. under the Public
Assistance Act, the Girls Protection Act, the Widows and Pensions Act, etc.) are carried out by 7 agencies.
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V. Accountability, Information and the Poor
Public investment and transfer programs, or non-governmental initiatives, which may have
an impact on the productive capacity and living conditions of the rural poor often take place
in an institutional setting marked by parallel reporting structures, fragmented responsibilities,
weak responsiveness to community demands and poor information flows. A more
coordinated approach to local development efforts-based on greater accountability of local
government structures to the community and better monitoring of poverty information-is
essential for improving economic management and poverty reduction efforts in Swaziland.

5.1 Central agencies for poverty policy coordination need strengthening

The task for formulating a policy framework for reducing poverty in Swaziland has been
taken up by the Ministry of Economic Planning and Development (MEPD), which is working
in cooperation with the Prime Minister's Office and other central agencies. While interest
and commitment of staff are evident, all the planning agencies may benefit from training pro-
poor public expenditure planning and budgeting.

5.2 The Tinkhundla system does not have clear mandate, budgeting or reporting
structures

The system of Tinkhundla was established in the late 1 980s/early 1 990s to integrate
traditional and modem governance systems in Swaziland. As articulated by the Deputy
Prime Minister's Office, which coordinates the Tinkhundla system, one of the main goals of
the system is the coordination of regional and sub-regional development activities as well as
to "act as a two-way conduit for transmitting development issues between central
government and communities". In practice, however, there are many features which have
led to the Tinkhundla system falling short of meeting its potential to serve as a development-
oriented local government structure.

C Variable level of interest of the chiefs in development: Each traditional chief rules with
an indvuna or headman, and an inner council. Development-oriented chiefs also tend to
have development committees which facilitate local development initiatives and liase
between the chief and the community on these issues. (UNISWA 1999). Chiefdoms
which have this additional forum can represent community issues more effectively at the
inkhundla level, but many chiefdoms do not maintain such a committee.

O Little coordination across sectors at the individual inkhundla level: Line ministries do
not necessarily maintain a common structure of personnel at the decentralized level.
Even when there are personnel at the level of an inkhundla, there is no structure that
compels these departmental representatives to coordinate their activities at the level of the
inkhundla. Reporting structures of the agencies continue to be vertical within the parent
agency, with little emphasis on horizontal coordination at the local level. The UNISWA
(1999) team found further that this situation is replicated at the 4 Regional levels in
Swaziland. During emergencies horizontal collaboration between agencies works
somewhat better at the Regional level (e.g. droughts of the early 1999s) but cease once
the crisis is over.
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6 Little experience of managing investment programs: The Tinkhundla system did not
have investment resources to allocate until fairly recently (1996/97) through the
establishment of the Tinkhundla Empowerment Fund. Current allocations per inkhundla
average around USD 10,000 per annum. Greater resources are not warranted, however,
without first untangling the responsibilities and structures for the management of
development funds by Tinkhundla.1 4

6 Marginalization of women from decision-making: Prominent men from the area of the
chiefdom dominate the traditional power structures. The participation of the dis-
empowered segments of the community in these structures is limited (UNISWA 1999).
In many chiefdoms, for example, there are no women in the inner council and only one or
two women in the development committees, curtailing their role in key decision-making
structures. Nonetheless, women are not passive in the community and tend to dominate
the membership of implementation-oriented project committees.

5.3 Poverty information is very limited

The Government, NGOs, donors, and others have identified the lack of data on poverty
trends and their determinants as a major constraint to establishing greater poverty focus in
policy formulation. Although the present poverty analysis has drawn on available national
surveys, complemented by micro-level survey data and participatory analyses, many
questions remain unanswered because of lack of integrated and quantifiable data on the
welfare of households. Moreover, while a limited snapshot of poverty is possible for a point
in time, lack of ongoing and consistent data collection over time prevents a trend analysis. If
poverty reduction is to be a core objective of public interventions, therefore, availability and
quality of information on poverty must be greatly improved.

14 Line ministry budgets for activities at the local level are planned and managed through a vertical, centralized
process.
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VI. Outlining A Poverty Reduction Strategy
6.1 Forging Ahead with Some Basic Themes

A new, equitable and dynamic pattern of growth and
human development is required for a serious poverty Box 6.1 Leadership and Povert
reduction agenda in Swaziland. Unless public action The challenge is not to be underestimated.
is undertaken to remove major structural constraints Leadership at the highest level is needed
to labor-intensive development, however, to build consensus, enact legislativechange and implement reform in a number
livelihoods are expected to continue stagnation and of areas which are crucial for reducing
poverty to worsen further. The analysis of poverty poverty yet are historically sensitive.
in this report can be used to identify priority areas
for action. This agenda for reform will require courage, vision and sensitivity on the part of
the country's leaders.

Basic themes of a poverty reduction strategy for Swaziland are proposed below:

> Smallholder SNL agricultural commercialization will need to be a central element of the
poverty reduction and growth strategy of Swaziland. This emphasis is consistent with
Swaziland's comparative advantage in labor-intensive sectors and location near a major
port. There is scope for expansion, diversification and intensification to access export
markets, involving the rural poor and non-poor. This requires SNL land tenure reforms
to increase security of land and investments on land, better long-term sustainability
through grazing management and improved access to rural finance for small-scale
irrigation and other investments. Access to micro-finance and market infrastructure is
also necessary to enable growth in local goods and services for which demand is expected
to be created by SNL agricultural income growth. The capacity of rural areas to augment
incomes and support population more broadly is thus expected to be increased and
pressures on urban labor markets and services reduced. Focusing public efforts on
removing impediments to agricultural growth on Swazi Nation Land is thus a priority for
reducing poverty in all of Swaziland.

> Yet SNL growth-however labor-intensive-is not a panacea to the unemployment and
poverty problem. There is need to build the labor absorption capacity of the economy as a
whole by promoting labor-intensive techniques in production (e.g. by increasing the cost
of capital through removal of implicit subsidies)) and the growth of other labor intensive
sectors for which there may be export demand. Promising areas could be identified in
collaboration with regional investment partners.

> The better health and strong basic education of its people are among the most productive
assets in which a country can invest. To facilitate higher productivity of labor, lower
fertility and greater mobility of labor in these changing labor markets, the quality,
relevance and affordablity of basic education and health needs to be improved. A
structural shift in the public spending pattern is needed to focus on primary and
secondary education levels rather than academic tertiary levels, and on preventive, core
health services rather than curative services.
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> Swaziland's poor continue to be highly vulnerable to major shocks and to be locked in
poverty traps because of excessive uninsured risk. Complementing households' own
informal risk management strategies, a public social protection policy is needed to
respond to the most severe sources of risk, reach the socially and economically excluded
and do so in the most cost-effective ways.

> Finally, the speed and effectiveness with which the public policy framework can
orchestrate this transformation can be improved by governance structures which are
accountable to communities and with ongoing monitoring and evaluation of the ways in
which growth dynamics are affecting the poor-both positively and negatively.

6.2 Enabling the Growth of Smallholder Agriculture

Although not a panacea for Swaziland's unemployment and poverty situation, broader
sources of rural growth must be generated. A virtuous circle of labor-intensive growth and
poverty reduction can be generated through diversification and commercialization of SNL
agriculture into high value crops and through the related multiplier effects and demand
linkages. This bottom-up development approach is critically contingent, however, on
catalyzing and protecting investments for small farmers on Swazi Nation Land. This
requires:

1) rural land tenure reform to assure more secure property rights to smallfarmers;
2) promoting more sustainable cattle grazing management; and
3) promoting small-scale financial savings and credit mechanisms in rural areas.

Rural land tenure reform is crucial and models already exist: Land holdings of households
on SNL are small (on average 1.7 hectares), and two-thirds of households have less than one
hectare. Earnings from these small plots are low, because yields are low and the land has
little yield-enhancing investment, such as fertility improvements or irrigation. Increased
returns from SNL farming thus requires productivity-enhancing investments on the land.

Investment, in turn, is closely linked to land tenure. Land tenure on Swazi National Land at
present is not conducive to investment. The skewed distribution of land-holdings combined
with the present system of land tenure provides little prospect for improved earnings from
agriculture for households on SNL. Tenure is not secure, and land is subject to periodic
redistribution. Women manage much of production, but do not have recognized tenure, and
hence have limited decision authority. Furthermore, land is not traded through market
transactions and hence values are not transparently visible. In contrast, experience from
many countries-including low-income countries-has demonstrated that rural households
have surprisingly high savings rates. Investment in household farming is a high priority for
most rural families, but they will invest only if they are confident that their tenure is secure,
and that they can sell or trade the land for a fee if they so choose. Security and tradability of
tenure allow the family to benefit from the investment as long as they hold the land, and to
recover the investment in case the household leaves farming.
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Several changes in tenure of Swazi national land could stimulate investment and improve
productivity of land. These issues are being discussed as part of the Land Policy debate.
They bear emphasis as important pre-requisites for poverty-reducing growth:

V Enhanced security of tenure: For
example, ownership or 99-year Box 6.2: Innovations in Land Tenure on SNL
leaseholds, such as those piloted in In November 1995, as part of the Urban
urban areas (Box 6.2), would Development Project (financed via the World Bank),
stimulate investment. the King agreed to transfer Swazi Nation Land to

formally designated Local Authority Areas, in the

/ Greater gender equality in land form of a 99-year leasehold. Under the project, thisland is being serviced and leased primarily to low-
rights: Women care for the land income households. Beneficiaries thus acquire a
and investment in it, and can valuable asset that may be leveraged to acquire
contribute most if they share in further assets, such as shelter improvements and
tenure rights. equipment for home-based enterprises. This is an

innovative way to promote transition from
/ Tradability of tenure rights: traditional, collective ownership of land to a more

market-based asset ownership. A monitoring and
Active markets for owned land or evaluation system is being developed and Govern-
for tradable leaseholds allow the ment intends to use these evaluations in extending
value of land to increase as the new land tenure system in other urban areas.
investments are made.

Cattle-grazing reforms are necessary for sustainability of the rural resource base: Not
only is the public subsidy to cattle-raising regressive-since the poor own very little cattle-
but the dynamic cost to society of this subsidy is high. It propagates uneconomic
management of both cattle and land resources. To halt the deterioration of common
resources (potential grazing and arable land), efforts are needed to move the management of
cattle in more environmentally sustainable directions. This will involve increasing incentives
for cattle off-take and sustainable grazing. Reductions in the public subsidy to the private
cost of keeping cattle are critical in this regard. This could be achieved through dipping
charges, veterinary fees, maintaining border parity prices and so on. Moreover, institutional
mechanisms could be piloted which provide community control and enforcement of fees
associated with grazing cattle. Again, lessons from the pilot could be considered for scaling
up nationally.

Overcoming capital constraints to rural growth - rural financing mechanisms:
Innovations in rural finance could be introduced at the same time as land tenure reform, to
stimulate savings and provide better access to financial services. The rural poor have access
to financial intermediation only at high cost, constraining capital investments such as small
irrigation or working capital. Most savings are still undertaken in lumpy, non-financial
forms such as cattle. In order to move towards a rural financial system with cheaper and
more accessible savings and credit opportunities open to the poor, one key action is to
address the underlying causes of the failure of the Swazi Development and Savings Bank.
The Government should avoid mixing commercial with developmental activities in a
restructured bank and could instead explore revival of post-office savings functions, NGO
group-based savings programs, and other vehicles for savings mobilization and small-scale
lending in rural communities (Box 6.3).
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Changes in tenure, backed by
Box 6.3: Rural financing via private partnerships appropriate changes in law, could be

The MOAC (1999) study found several SNL households introduced on a pilot basis in rural
which obtained credit as inputs from the local cotton localities where residents and local
ginnery. Very few of these households experienced authorities seek to increase
problems in repaying their loans at the end of the season, .op im for land-holders to
reportedly as a consequence of substantial extension
support from the ginnery company. In another instance, a invest in their land. Indeed, pilot
loan was obtained by a household to develop sugarcane in projects incorporating the full set of
an area next to the Usuthu River. This loan was under- recommendations (e.g. land tenure
written by the local sugar mill with repayment deductions reform, new technology packages,
taken directly from the sugar receipts by the miller. The . . . .ua
sugar company also provided substantial technical small-scale irrgation, improved rural
assistance. These models of fmancing partnerships need finance) and international
to be evaluated for possible promotion. participation from institutions such

as the IFC in processing for export
could be designed to show in more

detail what can be accomplished. Lessons from the pilot could be used to scale up the
program nationally.

6.3 Ensuring Effective Human Development Investments

Improving the affordability, quality and relevance of human capital investments for the poor
is essential. In order to do this, public financing of social sectors need to be re-oriented to
strengthen basic service levels accessed by the poor. Pre-requisites are:

1) prioritization of education spending towards quality and efficiency at primary and
secondary levels;

2) improving skills matching to labor market needs;
3) expanding early childhood development programs for poor communities; and
4) emphasizing a primary and preventive health service.

Prioritization of education spending towards quality and efficiency at primary and
secondary levels: The current system of almost total subsidization of tertiary education
while primary education is still unaffordable to some households cannot be supported within
a poverty reduction framework. Greater efficiency and equity of education spending can be
simultaneously achieved through: a) cutbacks in the grants scheme to tertiary level students,
and greater cost-recovery at the tertiary level; and b) re-allocation of these funds to enable
funding of early childhood programs (ECD) for poor communities, reduced fees at the
primary and secondary levels, reductions in class-size, improved teacher training and
curriculum content, increased materials and supplies and a small, need-based grant scheme at
the tertiary level.

Institutions such as the World Bank and the African Development Bank could be mobilized
to draw on their international experience in designing reform of education financing and
quality enhancement programs for primary and secondary education investments.
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Expanding early childhood development programs for poor communities: Evidence from
many countries of the world shows that children's ability to learn is greatly influenced by his
or her experiences in the first years of life. Early Childhood Development (ECD) programs

which combine training of parents, child care in
Box 6.4: Brazil's ECD program groups, training of community caregivers, integrated
(PROAPE) pays for itself nutrition interventions, etc. can build strong
Cost of producing a first grade graduate foundations of cognitive and nutritional development
is at least $41 less for the PROAPE for the child. The effect of ECD programs is
children than for children without pre- especially beneficent for children from poor families
schooling. This per child saving is that lack private resources-and often the
higher than the PROAPE cost of $28. knowleg- provide aehealthy-and stimlain
PROAPE not only pays for itself, but knowledge-to provide a healthy and stimulating
results in primary school cost savings in environment for children. Such early, timely
the first year over and above the costs of investment can enhance the effectiveness of
PROAPE. investments in primary and secondary education by

lowering the repetition and drop-out rates and
improving quality of learning. The programs often generate savings that more than
compensate the cost of the investment (Box 6.4). Communities, NGOs and national
government should be engaged in a discussion towards building a consensus on the most
cost-effective approaches to ECD.

Improving skills matching to labor market
needs: A final issue to note in the public Box 6.5: Relevance of course content
education system is with regard to the relevance "...Our schools are educating people for
of education offered. As the 1997 PPA noted, office jobs that don't exist .... We sell the last
communities themselves want education to be cow to educate our children, only to find that
more relevant to realistic work opportunities they can't get jobs when they leave school."
and self employment, rather than educating Source: Swaziland PPA 1997.
children for civil service or white-collar jobs
that do not exist (Box 6.5).

Some possibilities include undertaking regular assessments of shifting labor market needs in
the regional context (e.g. demand for miners may be declining but that for nurses may be
increasing), followed by changes in the relative sizes of alternative programs. Additionally,
countries such as Sweden and Austria have explored "active labor market policies" whereby
measures are taken to strengthen the interaction between private sector firms and education
institutions to design specialized courses to fill market niches. Tailored training programs for
the unemployed are also offered in consultation with industries which are expanding. In the
final analysis, however, it must be acknowledged that the experience from across the world
indicates that higher and more equitable growth is the major instrument required to
effectively reduce large-scale unemployment of young people and other adult workers. The
same is expected to hold true for Swaziland.

Emphasizing a primary and preventive health service: Prevention not only of further HIV
infection but also other diseases such as malaria, diarrhea, respiratory diseases, etc. which
take a heavy toll in terms of lost lives, labor days and school attendance, can be a highly
productive investment (Box 6.6). Prevention is generally cheaper than treatment after an
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infection has occurred, typically making preventive
Box 6.6: Malaria in Sri Lanka care more cost-effective than curative care. In

An effective campaign to eliminate Swaziland, a few key actions will generate a high pay-
malaria in Sri Lanka allowed many off, especially for the poor:
new geographic areas to be settled.
The economic activity that was / Significantly reallocate public health expenditure
thus made possible is estimated to
have increased GDP by almost 10 to primary/preventive care: An essential package of
percent. services may be considered for universal coverage via

public financing. In order to be cost-effective,
however, the basic package needs to be defined carefully to emphasize primary,
preventive and ambulatory services rather than curative and in-patient practices.
Furthermore, financing for the basic package should be protected during economic crises.

V Improve access to health facilities for the poor: This has a physical as well as financial
aspect. The 1997 PPA underscored that improvements in roads, bridges, and bus services
were essential to improved access to clinics and hospitals. Also essential is a structure of
public subsidies and user fees where exemptions are targeted directly to the poor or to
services or facilities used primarily by the poor.

V Improvements in rural water supply (and sanitation) are crucial not just to cutting back
the burden of disease but also to reducing constraints on women's time.

6.4 Insuring the Poor against Major Risks

Public action needs to be selective, preventive and targeted where possible to reduce the
economic vulnerability of the poor to the major risks. Part A evaluated the major sources of
risk and the magnitude of social insurance forthcoming from informal sources. This analysis
suggests that a public social protection program with the following priorities could have the
most cost-effective impact in reducing the vulnerability of the poor in Swaziland:

1) cross-sectoral, multi-level response to AIDS;
2) drought preparedness;
3) legal reform to provide equal rights to women; and
4) safety nets which are primarily work-based and self-targeted.

HIVWAIDS-urgency of cross- Box 6.7: King of Swaziland Speaks on HIV/AIDS
sectoral actions: His Majesty the
King has labeled the HIV/AIDS "[The HIV/AIDS epidemic] is an unacceptable situation,
epidemic "a national disaster" (Box whose real effects will be felt only in the coming years as

more and more of the economically active fall to the
6.7). Nonetheless, in Swaziland-as disease, and more and more medical effort and resources
in almost all African countries-the are diverted to treating the effects ... I appeal once more to
response has been purely sectoral. everyone to take warning and to understand that each and
Swaziland's National AIDS/STDs every one of us is at risk. This is already a national

Programmeishoused in the Ministry disaster and requires a truly national effort to bring about
Programme is a complete reversal in attitude and behavior."
of Health. Services for counseling,

tetn,condom promotion, and From Speech from the Throne
testing, om other and Official Opening of the First Session of the 7th Parliament
treatment of other sexually February 19, 1999
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transmitted infections are inadequate. Key actions to develop a coordinated and multi-
sectoral approach to HIV/AIDS should include:

I Home-based care: linking prevention and care efforts currently operating in isolation, by
further developing the draft of, and subsequently implementing, the National
CommunitylHome-based Care and Prevention (CHBCP) program;

/ Care for orphans and
Box 6.8: Protecting Children in Difficult Circumstances children affected by AIDS:
The estimated number of AIDS Orphans in the year 2000 is The most long lasting
112,000 or 22% of children below 15 years. Extended family consequences of AIDS are
networks, institutional solutions and charitable responses will not felt by these children.
be sufficient, and a coherent vision for long term development of There is both need and
family and community based responses is needed. Two things are Ther a oneed
essential to promote more realistic views of future needs: scope for a concerted

Swazi response (Box 6.8).
1. Planning and Costing Models.

> Estimates for planning: Reliable orphan estimates, which V Behavior change.
clarify the size of the population needing care and support; developing a strategy for

> Costing of alternative models or scenarios for care. an effective behavior
> Understanding the cost of not caring: scenarios that

estimate the future social costs of not caring in terms of change program by
delinquency, correction or remand facilities, social unrest working with high-risk
and the like might help build social commitment for groups such as transport
mobilising and strengthening local resources. workers, migrant laborers,

2. Strategy Development: Building on Swaziland's considerable worlabor ers,
strengths in its families and communities, government, and private and collaboratig with
voluntary (NGO and church) and commercial sectors, development specialists, e.g.,
of a shared strategy to foster the long term welfare of orphans and educational curriculum
other children affected by the epidemic. designers; and

Source: UNICEF, February 1999.
V Better monitoring and
knowledge-building:

forming a knowledge base on the epidemic, and especially the feedback between
HIV/AIDS, poverty, access to land, job creation, etc., would aid in mobilizing opinion
leaders and better targeting interventions.

Promoting preparedness for drought: Drought is now a recurrent rather than isolated event
in southern Africa and its impact on the poor is worse than the average estimates of loss
would indicate. A permanent drought preparedness program is called. This will require
agricultural extension policy to provide more appropriate extension messages in drought-
prone areas; an early warning system capable of assessing and disseminating climatic
information in a timely manner; Government partnership with the NGO Drought Consortium
to promote diversified incomes through non-farm activities and environmental rehabilitation.

Women must be guaranteed equal rights under law: The insecurity of property and other
economic rights of women in Swaziland not only render them highly vulnerable, but also
constrain their ability to make investment decisions for the household. Legal reforms are
necessary which take account of these linkages and give women full legal rights as adults.
Although other neighboring countries with a similar legal legacy of customary and civil law
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have enacted legislation to give women the status of adults (for example, South Africa and
Zimbabwe), this has not occurred in Swaziland.

Priority legal reforms involve improving women's right to property and eliminating their
minority status. The Gender Perspective Group working as part of the Urban Policy
development process has already identified some areas in need of immediate redress:

V amendment of the Deeds
Registry Act to allow women to Box 6.9: Towards Gender-Equitable Development
register title to land in their own In several countries in Eastern and Southern Africa, a
names; dialogue is under way among government, civil society,

and academia on the laws that impact negatively on
v abolishing the requirement women. The main messages emanating from this series of

under Roman Dutch Common consultations and follow-up activities-including creation
of specific action plans-provide a useful framework for

law for a woman to be assisted addressing these issues in Swaziland:

by her husband to enter into a V Empowering women though the law is an economic need.
valid contract; and V Countries must focus on practical, everyday

manifestations of needed regulatory changes, addressing
/ strengthening of the Age of land tenure, inheritance, commercial rights, schooling,

Majority Act to prevent removal labor markets, and other topics of immediacy and impact.
of a married woman's capacity VCountries themselves must defne solutions.
to enter into a contract. / The political will of policymakers at the highest levels is

required to ensure that laws are revised or enacted, that
there is a deliberate effort to build a social consensus for
these laws, and that their implementation is carried out

restrictions on women, legal reform with vigor and impartiality.
and support to NGOs to provide /Civil society plays a critical role in influencing policy.
women from poorer households Source: World Bank Gender Web Site, 1999.
legal assistance or arbitration
services may both be regarded as a
part of the core social protection policy of Swaziland.

Improving the efficiency and equity ofpublic safety nets: The fiscal constraints on the state
do not allow it to provide a safety net for all households for all types of shocks. A public
safety net program should, thus, be invoked only for shocks where the expected impact is
very severe for a sizable group of the population. To enable limited resources to go farthest
in reaching the poorest of the poor, some form of targeting mechanism must be utilized. The
experience that Swaziland has of moving from an untargeted approach to a work-based
public safety net during the droughts of the 1990s is a useful step in this regard. Nonetheless,
certain issues remain to be considered in future rounds of public works as safety nets:

/ Below-market wage rate: International experience has shown that in a public works
safety net, the key to achieving self-targeting by the poor is the wage rate used to
compensate workers. If this is set at or above the prevailing wage rate for agricultural
labor in the local area, evaluations show that non-poor individuals will compete with the
poor to take up employment under the safety nets public works program, in effect
rationing the poor out of the safety net. Future Swazi public works-based safety nets will
be better targeted to the poor if this issue is addressed as part of the program design.
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V Elasticity of safety nets: Especially for public works programs, it is often difficult to start
from scratch and design/implement a large program once a crisis has already hit. It is
thus suggested that during "normal" years, Government explore the possibility of
operating a core, small program sharply targeted to communities which are in the deepest
chronic poverty. The institutional mechanisms and experience from this permanent
program could be built on to facilitate scaling up during national emergencies.

/ Emphasis on work-based programs, but not exclusively so: While maintaining a primary
emphasis on public works as safety nets, some form of free food or cash transfer to
individuals who cannot or should not work such as malnourished children, the disabled or
elderly poor, or labor-constrained female-headed households, is indicated. As much as
possible, these programs should use some form of targeting other than work-norms, e.g.
community-based targeting, or nutritional screening, etc.

6.5 Strengthening Institutions to Increase the Poverty Impact of Policies

To enable the poor to improve livelihoods and reduce vulnerability, local governance
structures must be more responsive to the needs of the poor. Further, policymakers will
need ongoing and reliable information to assess and improve the poverty reducing impact of
policies. Priority should be attached to:

1) institutional mechanisms which ensure poverty planning at central level;
2) local level coordination and community participation; and
3) establishment and use of a poverty monitoring and analysis system.

Coordination on poverty planning at the central level: Coordinated and prioritized action is
required to achieve sustainable reduction in poverty. Currently in Swaziland, there are
several policy initiatives, such as ESRA, the NDS, the PSMP, the Land Policy, and the
National Environmental Action Plan which have elements of core relevance to the poverty
reduction strategy. A focal point in Government needs to be identified to a) carry forward the
formulation of a poverty reduction strategy, b) to liase with the responsible agencies to
monitor implementation of the elements of those policy programs deemed to be priorities for
the poverty reduction framework and c) to use and disseminate poverty information. The
institutional home for this responsibility could be the MEPD or other central planning unit.
Additionally, to improve effectiveness, it may be beneficial to train staff throughout the
planning agencies on pro-poor public planning and expenditure issues.

Coordination and accountability at the local level: Rural communities are dynamic and
have shown that they can rally around a project that is a priority problem. Yet coordination
among sectors is badly lacking at local levels and traditional or modern governance
structures are not consistently accountable to the poor. It is difficult to assess the level of net
support each community is receiving at any time, or indeed, has received over time. It is also
difficult to assess the poverty reduction impact of different public or NGO initiatives. And
communities themselves face confusing messages regarding resource mobilization. Important
steps can be taken to build the capacity of existing institutional structures:
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/ The Tinkhundla system could be given responsibility for cross-sectoral coordination at the
local level. For this to happen, the inkhundla committee would have to be expanded to
include the development agencies (Government and NGO) working in that area.

/ The accountability and community responsiveness of chiefdoms and the Tinkhundla system
would be improved if all chiefs were required (or encouraged) to have development
committees. The development committees would send representatives to the inkhundla.

/ Women need to be an integral part of the Tinkhundla system of decision-making.
Development committees could be asked to have a minimum share of women members.

Poverty monitoring and analysis needs broad capacity-building: The Government has
initiated discussions to build a stronger poverty information and analysis system.

V Different instruments have different comparative advantages in addressing selected data
needs. A well-designed poverty monitoring and analysis system will require capacity
building of several different institutions. For example, the capacity of CSO, public
expenditure units in sector and central ministries, University researchers, early warning
units will need to be strengthened to improve the collection, integration, analysis and use
of the different data sources in which they have a comparative advantage. A potential
model for a Swazi poverty monitoring system is provided in the Annex (Table 9).

v' An institutional framework is also required for integrating these different data sources
and channeling the infornation for use by policy makers and others. An institutional
structure which channels information on changing conditions of the poor to policy-
makers and community organizations couldfacilitate social debate and contribute to the
groundwork for enacting reform. The focal point of poverty policy discussed above
could also be the focal point for the poverty monitoring and analysis system.

V Critical to the success of the overall poverty reduction program is the setting of goals and
targets which can be measured and monitored. Swaziland will need to identify two or
three key indicators for each element of its poverty reduction strategy to assess how well
it is doing and where efforts need to be strengthened further. Moreover, how much
reduction in poverty levels does it wish to achieve by the year 2005, 2010 and so on?

6.6 Looking Forward

Social and economic indicators of household welfare in Swaziland converge to confirm
fundamental inequalities in access to incomes, options and assets, and the existence of
significant poverty. As the regional economic climate is transformed, furthermore, the
fragile gains of the past are being fast eroded.

At this historic juncture, the Swazi poor need to come to the fore of the public policy
framework. Economic and human development opportunities need to be oriented towards
the poor to ensure a virtuous circle of broader growth and poverty reduction.

Poverty in Swaziland can indeed be reduced. But to do so will require fundamental change
across sectors and leadership to carry forward the change.
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ANNEX

1. Building on what is already known

The poverty analysis incorporates insights, ideas, and information from a large number of
people engaged in different aspects of development activity in Swaziland. Utilizing the
Participatory Poverty Assessment and other tools, it also reflects the voices of the poor.
Preliminary analyses have been discussed in various fora, including workshops organized
jointly by MEPD, tNDP and the World Bank.

The report draws on existing studies and documents on socioeconomic dimensions of
Swaziland. A preliminary literature review of journal articles, books, Government and
NGO reports was carried out and major surveys catalogued to identify the scope of the
existing analysis of the welfare of Swazi households. This exercise also assisted in
identifying key gaps in knowledge on poverty and its deterninants in Swaziland.

Technical annexes elaborate on methodological aspects of the analysis and provide some
detailed statistics not included in the main text. These annexes are intended to promote
transparent discussions about how aggregate measures or distributions were developed,
what the numbers mean and the constraints to analysis due to limitations in data coverage
or quality.

II. Studies Commissioned as Background for this Report

To generate technical debate in the country and towards addressing some key information
gaps, the poverty report commissioned a few strategic studies. The new studies were
selected as guided by their relevance, interest and dynamism of local study teams and
feasibility of completion within the main study timeframe. Given the time and resource
constraints, extensive primary data collection was not feasible. All commissioned studies
were carried out through collaborative partnerships between technical agencies within
and outside the Government in Swaziland and the team from the World Bank. The
studies include:

V analysis by the Swaziland Central Statistical Office and World Bank staff of the 1995
Swaziland Household Income and Expenditure Survey (SHIES) to build a profile of
poverty and welfare.

v a small supplementary household survey in the semiarid southeastern lowveld region
of Lubombo undertaken and analyzed by the Ministry of Agriculture and
Cooperatives (MOAC) in cooperation with World Bank staff during May - November
1998 (MOAC 1999), to draw out poverty implications of rural constraints.

V a detailed public expenditure incidence analysis of health and education spending
conducted by World Bank staff in cooperation with the Ministries of Economic
Planning and Development, Finance, Health and Education, and the UNDP.

V a participatory analysis of institutional structures in rural Swaziland conducted by
members of the University of Swaziland in early 1999 (UNISWA 1999).
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III. Overview of The Swaziland Household Expenditure and Income Survey

Implementation: The survey was carried out by Central Statistical Office.

Funding: The project was funded by the World Bank and technical assistance was
provided by the Board of Investments and Technical Support (BITS) and Statistics
Sweden.

Dates of data collection: The data collection was spread over 12 month period,
from November 1994 to October 1995.

Coverage: National coverage, however, households located in urban areas were
slightly over sampled.

Sample size: Initially 6350 homesteads were sampled with systematic random
sampling within the EA. But following correction for non-response in household
expenditure and under-reporting, the total sample size was reduced to 6246
households, of which 4612 rural and 1634 urban.

Sampling design: The 1986 census enumeration areas (EAs) was used at the
primary sampling unit. The homesteads were used as secondary sampling unit, and
a two-stage stratified random sampling was used to draw households. Out of 1079
EAs, 216 were sampled. The EAs were selected using probability proportional to
size.

Type of survey: Income and Expenditure survey.

Number of visits: Data collection performed on multiple visits to the household.

IV. Building consumption measures

Total expenditure variable: Data on household expenses and consumption was
gathered on a wide range of items, including food and non-food. However, food
consumption and home produced food was underestimated during the data
collection process. Over 20% of households also lacked information on rent.
Imputed values of food and rent were developed for those households who had
missing information.

Method ofpartial correction for missing consumption and rent observations: All
food and rent expenses were subtracted from the total consumption expenditure in
each household, and the per capita deciles were calculated from the residual
expenditure.

The households were then classified into ten groups of expenditure decile.

Missing values of food consumption in each household and across decile were
calculated using the mean food consumption of fully reporting households in each
decile. Similarly, the estimated mean of household expenditure on rent across

46



decile for households with values of rent different from 0 was used to impute value
for households lacking information on rent.

Correction for seasonality: Since the survey was conducted over a full year period,
variation in total consumption expenditure could well be attributed to seasonality in
the pattern of consumption. To account for these variations, price deflators were
used to adjust the consumption variable. In particular, a regression model with
several independent variables, and total expenditure as dependent variable was used
to estimate seasonal differences. Independent variables include months, education,
housing, demographic. The intercept and monthly parameters were used to
calculate the monthly weights which were then used as the basis for accounting for
these variations. The deflators were developed by the Statistics Sweden team and
adopted for the present analysis.

Correction for Regional price differences: Correction for regional price differences
is essential in poverty analysis if consumption levels across regions are to be
compared. Because the cost of the consumption bundle is not the same from region
to region, it is essential to correct for price differences. For this report, the index
was Stone's index computed as follows:

Ln(S) = wi ln(Pi)

I where 1 no represents the natural logarithm, wi is the expenditure weight for the ih
good, and Pi is the FEWS price for the i"' good. Stone's index is a widely used
deflator (see Deaton and Muelbauer, 1980), as it is easy to compute and understand.
It is homogeneous of degree 1 in prices as long as the W1 sum up to one.
Homogeneity guarantees that, for example, a doubling of prices will lead to a
doubling of the index values and when incomes are deflated by that index, twice the
income level will be needed to achieve the same level of welfare.

In applying this index, Manzini urban was chosen as the base region and all
incomes deflated to Manzini prices. Overall, there was an insignificant difference
in the incidence of poverty on the aggregate, in using deflated versus undeflated
incomes. The differences became significant when regional poverty was analyzed.

Correction for differences in household composition (age/sex): An adult
equivalency scale was used in order to better compare welfare measures across
household with different age and sex composition of its members. The scale
assigns each individual an adult-equivalency value based on a weight of 1 for each
adult and proportions of 1 for non-adults. It allows us to compare households
using a basic common denominator instead of using household size, which does not
take into account differences of age within a household. The equivalency scale used
here calculates average caloric needs for different age and gender groups. It was
developed by the World Health Organization scale for Sub-Saharan Africa.
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V. Poverty Indices

Poverty indices are calculated for the population falling below the Total Poverty
Line (E69.37 per capita per month) and the Core Poverty Line (E53.01 per capita
per month). Three indices of poverty will be used to describe the distribution, depth
and severity of poverty in Swaziland as developed by Foster, Greer and Thorbecke
(1984). These indices are:

Po is simply a head-count ratio or the prevalence of poverty. It indicates the
proportion of the population below the poverty line. The higher the indice, the
greater the proportion of individuals or households who are poor.

PI indicates the depth of the poverty or the poverty gap index. It shows the
average gap between the expenditures or income of a poor individual or household
and the poverty line. The higher the index number the greater the poverty gap.

P2 is the severity of the poverty index, or the square of the gap of each poor
individual from the poverty line. P2 is more sensitive to the most poor persons in
society by giving them a higher weight in calculating the depth of poverty. This
means that the further away a person is from the poverty line, the higher the value
of the P2 index. The index will give a smaller weight for persons just below the
poverty line than those much below. Therefore, the higher the value of this index,
the more severe the poverty.

The general formula is as follows:-

D I~ ( Z_yi a
N j=1

Where: N = the total population in the group of interest.
Z = the poverty line.
n = the number of individuals below the poverty line.
Yi = capita expenditure or income of the households in which the individual lives.
x = the parameter that takes the value 0,1,2.
Z-Yi = the gap between the poverty line and the income for each poor individual.

The indices are then derived as follows:-
n

PO=-
N

1 -I (Z-Yi)

P2 =NEt (Z-A)
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VI. Statistical Annex

Annex Figure 1

Shares of Income by Consumption Decile:
Rural and Urban
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Source: SHIES 1995.

Annex Figures 2a and 2b
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Annex Figure 3: SACU Receipts (% of GDP)
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Annex Figure 4: Access to Safe Water in Rural Areas
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Annex Figure 5

Volatlity in Ternis of Trade ([01) Index
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Annex Figure 6

Sectoral Growth Rates (per cent)
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Annex Table 1. Poverty Prevalence by Household Size

Prevalence of Poverty (Ye)

Size of Core Poor Total Poor
Household
1-2 members 2.4 6.6
3-4 members 4.7 17.2
5-6 members 12.0 28.4
7-8 members 18.5 39.9
9-10 members 26.9 50.1
11 or more 31.3 55.3

All 20.0 40.0

Source: SHIES 1995.

Annex Table 2
Household Education and Health Expenditures
as Share of Total Household Expenditures

Share of Household Expenditure
Education Health

Core Poor 0.4 0.4
Poor 0.8 0.7
Non-Poor 5.8 1.7

Source: SHIES 1995

Annex Table 3. Per Student Recurrent Expenditures at
Different Education Levels (in Emalageni)

1994/95 1995/96 1996/97 1997/98

Direct Subsidies
Primary 498.36 531.83 560.63 580.00
Secondary 1725.08 1838.15 1745.77 1918.48
Tertiary 23452.06 27664.11 20305.48 --

Indirect Subsidies
Primary 61.66 63.59 75.29 64.66
Secondary 269.34 272.61 309.17 256.00
Tertiary 475.37 461.34 494.46 --

Total Subsidies
Primary 560.04 595.43 635.91 644.66
Secondary 1994.43 2110.76 2054.95 2174.48
Tertiary 23927.43 28125.46 20799.93 --

Source: World Bank staffestimates.
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Annex Table 4. Prevalence of Poverty by Age of Household Head

Prevalence of Poverty (%)

E+, t~Peort,vPoo-

15-24 25.3 31.0
25-34 9.6 25.6
35-44 15.5 34.3
45-54 20.6 43.6
55-64 22.4 41.8
65 or more 27.6 48.9

All 20.0 40.0

Source: SHIES 1995.

Annex Table 5. Gross Enrollment Ratios in Southern Africa, 1990-96

Primary Secondary
Country Overall Female Male Female Male

Botswana 115 117 114 58 54
Lesotho 99 105 92 34 22
Malawi 135 128 142 4 7
Mozambique 60 50 70 5 9
South Africa 117 116 118 92 77
Swaziland 122 119 125 51 53
Tanzania 67 66 68 5 6
Zambia 89 86 92 21 34
Zimbabwe 116 114 117 39 49
Sub-Saharan 74 67 82 23 28
All developing 99 93 105 45 54
Source: UNICEF 1999.
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Annex Table 6. Income distribution in Sub-Saharan Africa

Share of income held by population groups

Richest 10% Richest 20% Poorest 10% Poorest 20%

1986-95 1986-95 2986-95 1986-95

Botswana 42.9 58.9 .. 3.6
C6te d'Ivoire 28.5 44.1 2.8 6.8
Ghana 27.3 42.2 3.4 7.9
Guinea 31.7 50.2 0.9 3.0
Guinea-Bissau 42.3 58.9 0.5 2.1
Kenya 47.7 62.1 1.2 3.4
Lesotho 43.4 60.1 0.9 2.8
Madagascar 34.8 50.0 2.3 5.8
Mauritania 30.4 46.5 0.7 3.6
Niger 29.3 44.1 3.0 7.5
Nigeria 31.3 49.3 1.3 4.0
Senegal 42.8 58.6 1.4 3.5
Sierra Leone 43.6 63.4 0.5 1.1
South Africa 47.3 63.3 1.4 3.3
Swaziland 38.7 54.2 1.7 4.7
Tanzania 30.2 45.4 2.9 6.9
Uganda 33.4 48.1 3.0 6.8
Zambia 31.3 50.4 1.5 3.9
Zimbabwe 46.9 62.3 1.8 4.0

Source: Africa Development Indicators Database, World Bank 1999

Annex Table 7: Summary of Problem Ranking by Communities
(% declaring)

Middle
Highveld Veld Lowveld Lubombo All

W ater 87 94 92 95 92

Health Care 60 87 68 71 71

Roads/Transport 53 75 56 57 60

Schooling 47 50 56 43 51

Crime 40 13 36 57 38
Unemployment 67 6 52 19 36

Source: Poverty Assessment by the Poor, 1997
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Annex Table 8: Households by Source of Drinking Water
(1985 and 1995)

Rural Urban National

Source of 1985 1995 1985 1995 1985 1995
Potable Water % % | ° % %

Piped in 7.9 2.2 40.1 44.2 13.4 16.7
Piped Outside 26.5 12.2 44.0 41.9 29.5 22.5
River 49.8 57.8 8.1 8.1 42.7 40.6
Well/borehole 11.3 23.4 4.7 5.4 10.2 17.1
Other 4.5 3.2 3.1 0.4 4.2 3.0

All 100 100 100 100 100 100
Source: Swaziland SHIES 1985, 1995.
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Annex Table 9. Informational Needs and Potential Sources for a Swazi Poverty
Monitoring and Analysis System

Issue to Address Information Needed Frequency Disaggregation Potential
Information
Source

Are resources allocated to Financial and budget Annual Regionlinkhundla Budget and financial
appropriate programs in statistics records
accordance with plans?

Are poverty reduction Records of services Annual Regionlinkhundla Administrative
activities implemented in provided, facilities records
accordance with plans? constructed, etc.

Do the poor have Distance to facilities Annual Regionlinkhundlal PS or CWIQ
improved access to by SEG (at household SEG
services/ programs? or community level)

Are they using them? Utilization rates (e.g., Annual Region/inkhundla/ PS or CWIQ
enrollment rates) SEG

Are poor satisfied with Measures of Annual Regionlinkhundla/ CWIQ and PPA
services? Do services satisfaction SEG
meet their needs?

Are people healthier, GDP Annual National National accounts:
wealthier, better educated,
better employed? % below poverty line Every 5 years Regionlinkhundla/ RH budget or IS

(P-alpha measures) (possibly SEG
annual on Price statistics

HH data on income, small sample)
consumption,
employment, health,
education

Dynamics of poverty As above Annual Selected Panel study
(who moves in and out of communities/SEGs
poverty)

What are characteristics of Time use, Every 3-5 Region/inkhundla/ Integrated surveys,
intrahousehold resource intrahousehold years SEG PPA, and/or Panel
allocation and use? decisionmaking study

authority

Source: World Bank Staff (based on prototype).

Notes: SEG = Socioeconomic Group; IS = Integrated Survey; PS Priority Survey; CWIQ = Core
Welfare Indicators Questionnaire; PPA = Participatory Poverty Assessment; HH = household.
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