Help the poor directly
By Shahid Kardar

EVEN the least informed amongst us are now aware that there has been a sharp increase in the international prices of wheat and oil. Admittedly, some groups (other than farmers) rebut this as a reason for enhancing the support price of wheat with the argument “but wheat is grown in Pakistan and hence international developments cannot be presented as explanations for the higher price of wheat/atta”.

How can we shield ourselves from a globalised environment, especially given our porous borders?

Without getting into the argument of whether there should be a support price for wheat and the level at which it should be set as a floor price to protect farmers, it is time to accept that the days of cheap food, even staple diet items, and oil are gone. Neither is it possible for the government to continue to subsidise these products for all sections of society, given its fiscal position.

This means that even the middle- and lower middle-class will have to take a hit in their purchasing power in the short-term and change their consumption patterns before their incomes rise adequately to enable them to adjust to this reality. However, there is little doubt that the poorest households are ill-equipped to shoulder this additional burden. They need to be protected through some targeted subsidy, largely by shifting the savings from the general subsidy on oil and wheat — from which even the more affluent households benefit — to finance such support.This writer would propose a combination of cash transfers and an employment guarantee scheme, the latter for the poor able-bodied and able to work but unable to find employment in lean parts of the agricultural season, especially in the backward/least developed districts.

This article, however, deals only with cash transfers. Cash transfers as social assistance programmes would only target the poor and vulnerable segments of the population. These would include the disabled, the elderly, female-headed households, orphans, widows and unemployed and unskilled household heads with large families.

Direct cash grants are a better way to assist the poor. Indirect mechanisms like utility stores — from which all segments of the population, even those not deserving, benefit — and food stamps are a round-about, administratively cumbersome and expensive way (the transaction costs to the government being high) of achieving the objective of assisting the poor. Cash transfers will give poor households freedom with respect to consumption choices and greater flexibility on how to meet these needs, which will vary from one household to the next, depending on individual situations.

Pakistan’s poverty line is estimated to be approximately Rs1150 per capita per month (per adult equivalent). The six million households below the poverty line already have some sources (using an average of approximately two bread earners per household) to meet between 45 to 60 per cent of expenditures on subsistence living. This assumes subsistence living to be represented by an amount roughly one-third lower than the minimum wage of Rs6000 per month. The additional cost per annum of a cash transfer scheme of Rs2000 per month to help around three million of the poorest households will not exceed Rs70bn, barely 0.7 per cent of the GDP.

To make this cost estimate more realistic and check duplication of efforts to achieve the same objective i.e. poverty reduction, funds earmarked for wheat subsidy should be reduced and diverted to such a scheme. These would include subsidy being provided through utility stores and poverty alleviation programmes funded through zakat and Pakistan Baitul Mal and similar programmes being run by the provincial government — such as the Punjab government’s Kifalat Allowance that supports 640,000 households.

A major proportion of the remaining budgetary allocation needed to finance this proposal can also be met from the gradual withdrawal of subsidies for electricity (partly because GST is not levied on electricity consumption) and diesel (the subsidy on the latter being more than Rs16 per litre). This is admittedly a politically challenging endeavour.

A self-targeting mechanism can be employed for the urban areas, where only the poorest katchi abadis would be chosen for the disbursement of this cash grant — the destitute and vulnerable would be targeted by virtue of their inhabiting a very poor locality. We will have to accept that there could be some leakage, perhaps even to the tune of 10 per cent, to those less deserving than envisaged as eligible under such a scheme. The focus should be on delivery mechanisms to improve targeting.

Admittedly, such a selection process cannot be employed for the rural areas. A more transparent system of targeting is recommended in this case, allowing for the active involvement of the union council, thereby using an existing recognised institution, which is also accountable to the local population. The union councillors would be required to select potentially eligible recipients of the cash subsidy and have the selections verified and validated through the following means:

a. The identity of households selected for the cash grant would be publicly displayed at the offices of the union council as well as at public places in the community so that the process of selection remains transparent and can be challenged by the community.

b. The public distribution of cash transfers should take place on a pre-notified date. Public officials and elected representatives should be present at the time of disbursement to lend authenticity and credibility to the process. Distribution of the cash grant in a public forum, in the presence of peers and the community of beneficiaries, would ensure transparency and accountability and keep away the ineligible who would wish to avoid public scrutiny.

c. There should be institutionalised third-party monitoring of the selection process to ensure that targeting has been transparent as well as subjected to third-party evaluations of the distribution process.In the medium to long term, it is recommended that a database be created, based on household profiling conducted for the entire country using the NIC of the head of household as an identity for the profiling. Admittedly this will be an administratively complex and costly exercise, the starting point for which would be the database of the Pakistan Baitul Maal. Its authenticity would be confirmed and refined over a period of time through third-party evaluations.

This database would then be shared between the cash transferring agency, the Baitul Maal and the zakat council so as to improve the productivity of, and synergy among programmes. It would also attempt to minimise duplication and correct serious exclusion errors in the selection of beneficiaries and avoid substantive abuses and corruption in the implementation of the programme. This database would also ensure that not more than one person from a household becomes eligible for the disbursement. Furthermore, there would have to be reassessment and certification of beneficiaries every two to three years.

