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Background: Covid-19 pandemic induced various shocks to households in Malawi, many of which were failing to cope. Household coping mechanisms to shocks have an implication on household poverty status and that of a nation as a whole. In order to assist households to respond to the pandemic-induced shocks positively, the government of Malawi, with support from non-governmental organizations introduced Covid-19 Urban Cash Intervention (CUCI) and other safety nets to complement the existing social protection programs in cushioning the impact of the shocks during the pandemic. With these programmes in place, there is a need for evidence regarding how the safety nets are affecting coping. Therefore, this paper investigated the impact that safety nets during Covid-19 pandemic had on the following household coping mechanisms: engaging in additional income-generating activities, receiving assistance from friends and family; reducing food consumption; relying on savings; and failure to cope.

Methods: The study used a nationally representative panel data from the Malawi High Frequency Phone Survey on Covid-19 (HFPS Covid-19) and complemented it with the fifth Integrated Household Panel Survey (IHPS), also known as living standards measurement survey. Five Random Effects Probit Models were estimated, one for each coping mechanism.

Results: Findings from this study indicated that beneficiaries of safety net programs were more likely to rely on remittances from friends and family than the people who had no safety nets. Furthermore, the safety net recipients were less likely to reduce food consumption or rely on savings than the non-recipients. Despite the interesting findings, we also noticed that safety nets had no significant impact on household engagement in other income-generating activities in response to shocks.

Conclusion: The results imply that safety nets in Malawi during the Covid-19 pandemic had a positive impact on consumption and prevented the dissolving of savings. Therefore, these programs have to be scaled up, and the volumes be revised upwards.

Keywords: health economics, COVID-19 Malawi, health policy Malawi, public policy Malawi, safety nets, COVID-19 Africa, social protection programs Malawi, COVID-19 urban cash intervention Malawi


INTRODUCTION

Countries, including Malawi, responded in various ways to the novel Covid-19 pandemic that disrupted many economies around the world. Malawi introduced various containment measures to reduce the spread of the virus. These measures, included compulsory screening of all travelers coming into the country at the port of entry, a ban on all travelers from highly affected countries, restrictions on public gatherings to a maximum of 100 people and closure of all schools (1). These measures, coupled with people's fears of the novel virus, partly contributed to the disruptions in the supply chains of various goods and services in the country (1). Business operations were also affected as opening hours were restricted.

As a result, Covid-19 Pandemic induced other shocks to households, communities and nations apart from being a health shock in itself (2–4). According to the National Statistical Office (NSO) of Malawi, the uppermost shocks that the households reported to have experienced from mid-March to July 2020 as a result of Covid-19 pandemic included a fall in the price of farming/business output reported by 66% of the interviewed households. An increase in price of farming/business inputs and disruption of farming, livestock, and/or fishing activities were experienced by 30 and 29% of the households, respectively (5). Whereas, from August 2020 to January 2021, the statistics show that 59% of the interviewed households were affected by an increase in price of major food items consumed, 36% by an increase in price of farming/business inputs and 20% by non-farm business closure (6). This shows that most of the Covid-19 induced household shocks were not idiosyncratic in nature as they likely affected a large proportion of individuals within the sample and beyond.

As such, the affected households no longer turned to each other for assistance or for credit and most of them were finding it hard to cope with the shocks that they faced. For instance, 78% of the households who were hit by one or more shocks from March to July 2020 did nothing in response to these shocks (5). This has negative implications since such households were likely to move into poverty if shocks persisted or they would not be able to move out of it if they were already poor. On top of that, 20 and 31% relied on savings from March to July 2020 and August 2020 to January 2021, respectively (5, 6). Channeling savings into household consumption has long term negative implications on household investment and, therefore that of the nation.

On top of that, reliance on savings is not sustainable, and there was a high probability that such households would move into poverty and fail to cope if shocks persisted. In turn, all these pose a challenge toward eradicating poverty as highlighted in the development agendas such as Sustainable Development Goals (SDGS), Malawi Vision 2063, Pan African Vision 2063, and the Malawi Growth and Development Strategy (7–10). Therefore, it is important to understand how households had been responding to these shocks given that coping responses have an implication on the households' socio-economic well-being and that of a nation as a whole.

Literature shows that health shocks trigger borrowing or assistance from friends and family rather than the use of any other strategy as these shocks are idiosyncratic (11–14). However, evidence of a reduction in these informal-risk sharing coping mechanisms during Covid-19 pandemic has also been reported elsewhere (15). Additionally, others (16) also found evidence that there was less reliance on savings during a lockdown as a result of Covid-19 pandemic. However, these studies did not consider the economic interventions that had been put in place given their recency and the role they played in assisting households cope positively with various shocks.

In order to assist households to respond to the economic crisis due to pandemic positively, the government of Malawi, with support from Non-Governmental Organizations introduced Covid-19 Urban Cash Intervention (CUCI) to complement the existing social protection programs. Safety nets play a big role in replacing lost incomes for households affected by various economic shocks and those facing credit constraints to avoid the use of negative coping mechanisms and improve their consumption and increase their asset holdings (17–20). In this regard, this study was implemented to investigate the impact that safety nets during Covid-19 pandemic had on household coping mechanisms for the pandemic in Malawi.

The study matters and it is of significance to undertake in Malawi at this point and offers lessons beyond Malawi. Firstly, it feeds into the development agenda for Malawi as it potentially shows the aspects that may help put the country on track with the agenda. The Malawi development agenda is guided by the United Nations Sustainable Development Goals (SDGs), whose goal number 1 is to “end poverty in all its forms everywhere.” Under this goal, target 3 stresses the “implementation of nationally appropriate social protection systems and measures for all, including floors, and by 2030 achieve substantial coverage of the poor and the vulnerable.” Target 5 states, “by 2030, build the resilience of the poor and those in vulnerable situations and reduce their exposure and vulnerability to climate related extreme events and other economic, social and environmental shocks and disasters” (7). Therefore, this study established the role of safety nets during Covid-19 pandemic in reducing household vulnerability to shocks and building their resilience to future shocks for the realization of these targets in Malawi. Hence, the study speaks directly to SDGs 1 and 5.

Furthermore, Goal number 2 under the SDGs is to “end hunger, achieve food security and improve nutrition and promote sustainable agriculture.” Target number 1 under this goal states: “by 2030, end hunger and ensure access by all people, in particular, the poor and the people in vulnerable situations, including infants, to safe, nutritious and sufficient food all year round.” Target 2 states: “by 2030, end all forms of malnutrition, including achieving, by 2025, the internationally agreed targets on stunting and wasting in children under 5 years of age, and address the nutritional needs of adolescent girls, pregnant and lactating women, and older persons” (7). Guided by this, the goal on the key priority area of Health and Population Management of the Malawi Growth and Development Strategy (MGDS III), is to “Improve health and quality of the population for sustainable socio-economic development” and one of the outcomes is “reduced morbidity and mortality due to malnutrition” through “promoting dietary diversity and consumption of high nutrient value by addressing the production and marketing bottlenecks particularly of fruits” (9). Therefore, this study established the role of safety nets in offsetting household reduction in food consumption as a response to a shock, since this mechanism has a negative implication on household nutrition status. This also impacts the nutrition status for school-going children, which eventually impacts their learning outcomes and, hence, the potential for a vicious circle of ex-ante child poverty.

All in all, the study contributes to the existing literature on the importance of safety nets during a crisis in achieving the goal of poverty eradication in the medium term through building household resilience to shocks. It also assessed the role of safety nets in enabling household investments to achieve the long-term goal of transforming the Malawi nation into an upper middle-income nation by 2063 as per the aspiration of Malawi vision 2063. This was achieved through an empirical assessment of the impact that safety nets have on the following household coping mechanisms in response to a shock during the pandemic: engaging in additional income-generating activities, receiving assistance from friends and family; reducing food consumption; relying on savings; and failure to cope. In addition, it is the first study within the region and Malawi in particular, which assess the coping aspect in the times of COVID-19.



METHODS


Data

The paper used survey data of Malawi High Frequency Phone Survey on Covid-19 (HFPS-Covid-19) that was conducted by NSO with support from the World Bank. The survey aimed to monitor the socio-economic impacts of Covid-19 pandemic on households in Malawi. This paper used the second and the third waves of the survey. The study also drew some variables from the fifth Integrated Household Panel Survey. The data is readily available for public use and free to download from the World Bank website. https://microdata.worldbank.org/index.php/catalog/3766.



Variables

In the second and third waves, the households were asked if they experienced any shock(s) due to Covid-19. Each household would list the shock(s) and one coping mechanism they used in response to each. The study mainly focused on five coping mechanisms that were mostly reported by the households. Therefore, the dependent variables were these coping mechanisms: engaging in additional income generating activities, receiving assistance from friends and family, reducing food consumption, relying on savings, as well as doing nothing. These variables took a value of 1 if the household adopted that particular mechanism and a 0 otherwise.

As explanatory variables, the models included the variable on whether the household was a beneficiary of any social safety net program. The variable was binary, bearing the value of 1 for a beneficiary and a 0 for a non-beneficiary. The models also included variables on household demographic characteristics of; size, number of dependents, and number of household members above 18 years old. Also included were household head characteristics of: age, sex (which took the value of 0 if the household head was male and the value of 1 if the head was female), their education level, their sector of employment (which took the value of 0 if the household head was employed in a non-agricultural sector and 1 if they were employed in the agricultural sector), and marital status (which took the value of 1 for married household heads and 0 for unmarried household heads). Other household characteristics in the model included the wealth category of the household, its place of residence (which took the value of 0 for households in the rural area and 1 for those in the urban area), as well, as region. On top of that, the shock variables categorized into economic shocks, health shocks and socio-political shocks were also included. Also considered in the study as one of the explanatory variables was the scope of the shocks, i.e., whether the shock was an idiosyncratic or covariate. This variable took the value of 1 if the shock was idiosyncratic and 0 otherwise.



Data Analysis

Firstly, descriptive statistics and cross-tabulations were computed to understand the characteristics of the sample for this study. These are presented in Tables 1–3. Then after the descriptive analysis, the econometric analysis was done. Five Random Effects Probit Models were run, because of the binary nature of the outcome variables, one for each coping mechanism. On top of these, gender and regional Random Effects Models were also run to establish if there are heterogeneities in terms of gender and region. Results for the various econometric analysis done, are shown in Tables 4–8.


Table 1. Descriptive statistics.
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RESULTS


Descriptive Statistics

As shown in Table 1, about 5% of the households in the sample benefited from at least one of the social protection programs. These included free food, Social Cash Transfers (SCTs), CUCI, other cash transfers, as well as other in-kind transfers (excluding food). The table also indicates that the average age of heads of the households that were included in the sample was 42, with the youngest head being 16 and the oldest being 98 years old.

On top of that, the sample largely comprised male headed households, with about 21% of the households being headed by a female. The table also shows that 77% of the household heads in this sample were married while the rest were unmarried. The unmarried category included those who had never been married, those who divorced/separated, and those who were widowed. In terms of household size, the average number of members per household in this sample was five. The smallest household had one member, and the largest had 19 household members.

On top of that, the average number of dependents per household, as well as adults above 18 years old, was two. In addition, about half of the households were headed by a member with primary education (51%), almost 37% had secondary education, whereas 9 and 3% of household heads had tertiary and no education, respectively. The sample also comprised households whose majority were employed in a non-agricultural sector, with about 25% being employed in the agricultural sector. In terms of wealth categories, a large proportion of the households in the sample (32%) were in the lowest quintile, whereas the top quintile consisted of about 9% of the households in the sample.

Regarding location, the majority of the households in this sample lived in the rural areas, with about 37% living in the urban areas. Furthermore, 15% of the households was in the Northern region, 42% was in the central region and 43% was from the southern region. This means the study was dealing with households mainly from the central and southern regions.

In terms of shock distribution, 72% of shocks experienced by the households were economic related shocks which included: job loss, non-farm business closure, increase in price of farming/business inputs, fall in the price of farming/business output, as well increase in the price of major food items consumed. Almost 9% of the household shocks were health shocks which included illness, injury, or death of income-earning member of the household. At the same time, 17% were socio-political shocks which were disruption of farming, livestock and fishing activities as well as theft/looting of cash and other property. On top of that, 51% of all these shocks were idiosyncratic in nature as they only affected one household at a particular time.

Out of the households that experienced at least a shock in this sample, about 39% failed to cope with the shocks, 9% relied on their savings, 3% reduced their food consumption, whereas 2% engaged themselves in other income generating activities, and another 2% received assistance from friends and family. This means the rest used other mechanisms not included in this analysis. This implies that a good number of households were indeed failing to cope with various shocks during this Covid-19 pandemic either because of the magnitude of the shocks or they did not have the capacity to respond to the shocks using any other mechanism.



Distribution of Coping Mechanisms

Table 2 indicates that the majority of households who indicated to have been engaged in other income generating activities, received assistance from friends and family, reduced food consumption, relied on savings or failed to cope after experiencing a shock were headed by a male member.


Table 2. Distribution of coping mechanisms.
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The majority of households headed by someone with primary education were using all the mechanisms except reducing food consumption in response to a shock. On top of that, the majority of those relying on savings were employed in the non-agricultural sector.

In terms of location, those who relied on savings and those who failed to cope with the shocks were mainly from the central and southern region. In contrast, most of those who engaged in additional income-generating activities and those who received assistance were from the northern region. On top of that, more than half of those who reduced their food consumption were from the country's southern region. In addition to that, all the five mechanisms used in the analysis were mainly used by households that lived in the rural areas.

Those who reduced food consumption relied on savings, and failed to cope in response to a shock were mainly the poorest (lowest quintile). At the same time, the majority of those who engaged in other income generating activities and those who received assistance from friends and family were in the second lowest quintile of wealth.



Distribution of Shocks

In terms of distribution of the three types of shocks, households in the central, southern, and rural areas had been hard hit compared to those in the north and in the urban areas. This is shown in Table 3.


Table 3. Distribution of shocks.
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Econometric Results

Moving away from the descriptive analysis, we present the regression results in the following sections. The results are presented as marginal effects and shown in Table 4. It had been established through this analysis that being a beneficiary of any safety net program had a significant impact on the following coping mechanisms to shocks during Covid-19 pandemic; receiving assistance from friends and family, reducing food consumption and relying on savings. The first and final columns of the table indicate no significant impact of safety nets programs on household engagement in additional income generating activities as a coping mechanism and on failure to cope after experiencing a shock during the pandemic.


Table 4. Marginal effects-overall probit models.
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As compared to a non-beneficiary household, a beneficiary household of any social safety net program was 5% more likely to rely on assistance from friends and family, 3% less likely to reduce food consumption, and 5% less likely to rely on savings in response to a shock.

Other factors that affected the household probability of adopting a specific coping mechanism included; sex of household head, household size, number of dependents in a household, number of household members above 18 years old, education of household head, sector of employment, and region. In addition to these variables, the scope as well as the type of shock experienced by a household also had an impact on the adoption of a specific coping mechanism. When hit by a shock, a female-headed household was about 2% more likely to receive assistance from friends and family as compared to a male-headed household, all things being the same.

As the household size increased, the household was more likely to engage in additional income-generating activities, less likely to receive assistance from friends and family, and more likely to reduce food consumption in response to a shock. On top of that, a unit increase in the number of dependents in a household was associated with less likelihood of reducing food consumption as a coping mechanism to shocks, all things being equal. On top of that, an increase in household members above 18 years was associated with less likelihood of engaging in additional income generating activities, and less likelihood of reducing food consumption in response to a shock. In addition, households for non-educated heads were more likely to fail to cope with any shock during the pandemic than those with primary education. Whereas, household heads with secondary and tertiary education were less likely to fail to cope with the shocks than those with primary education, all things being the same.

Compared to those employed in the non-agricultural sector, those in the agriculture sector were less likely to reduce food consumption or rely on savings. On the other hand, these households were more likely to fail to cope, unlike those in the non-agricultural sector. Compared to those in the lowest quintile of wealth (the poorest); the affluent households were more likely to engage in other income generating activities in response to a shock. The latter were also less likely to reduce food consumption as a coping mechanism.

In terms of regions, households in the central region were more likely to respond to a shock by relying on savings and more likely to fail to cope than those in the northern region. Households in the southern region were also more likely to rely on savings when a shock hits as compared to those in the northern region, all things being the same. On the other hand, those in the central and southern regions were less likely to engage in additional income generating activities and receive assistance from friends and family as compared to those in the northern region. In addition, those in the central region were also less likely to reduce food consumption in response to a shock unlike those in the northern region.

Idiosyncratic shocks were more likely to trigger reliance on savings and less likely to reduce food consumption as coping responses to shocks compared with covariate shocks. On top of that, if hit by an idiosyncratic shock during the pandemic, a household was more likely to fail to cope as compared to being hit by a covariate shock. In terms of shock types, economic shocks were more likely to trigger engagement in additional income generating activities as a coping response, whereas socio-political shocks were less likely to trigger this coping mechanism. On top of that, economic shocks were more likely to trigger reliance on savings and a high likelihood of failure to cope. On the other hand, when faced with a health shock, a household was less likely to rely on savings or fail to cope. Besides, households that faced a socio-political shock were more likely to fail to cope with the shock but less likely to receive assistance from friends and family or rely on savings.

To assess heterogeneity in the results across regions, regional regressions were run and the results are as presented in Tables 5–7.


Table 5. Northern region regression results on safety nets.
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Table 6. Central region regression results on safety nets.
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Table 7. Southern region regression results on safety nets.
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We found safety nets to be associated with a high likelihood of receiving assistance from friends and family as a household coping mechanism to shocks across all three regions. However, the results showed a significantly larger difference in the likelihood of seeking assistance between beneficiaries of social protection programs and non-beneficiaries in the southern region than the differences that existed in the other regions. There was also a significantly larger impact in the southern region. The beneficiary's likelihood of relying on savings was much lower than that of the non-beneficiary compared to the other regions.

A significantly large difference in the likelihood of reducing food consumption as a shock response also existed in the central region, unlike the other regions. In the area, any social protection program beneficiary was about 3% less likely to reduce food consumption in response to a shock than a non-beneficiary. Whereas, in the other regions, the probabilities' differences were not statistically significant. Full regional regression tables are in the Appendix.

Heterogeneity across genders was also assessed, and the results are as presented in Tables 8, 9


Table 8. Male head regression results on safety nets.
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Table 9. Female head regression results on safety nets.
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Gender regressions showed safety nets having a significant impact on receiving assistance from friends and family, reducing food consumption, and relying on savings for both households headed by males and females. The results showed no differences across the genders. Full gender regression tables are also in the Appendix.




DISCUSSION

Interesting results emanate from the study. Firstly, we established that households that benefited from various safety nets programs during the pandemic were less likely to reduce food consumption and rely on savings. Thus, the findings support what was also established in Ethiopia and other African countries (21). This may suggest a positive development, given that by affecting households in that way, it may help them accumulate some wealth, thereby reducing some perpetual poverty. Even though such a positive development was observed, the safety net recipients were also more likely to rely on remittances from friends and family. The results appear to be contrary to what we may expect in normalcy. Furthermore, the result is in contrast to what was established in other studies where it has been shown that the safety nets are associated with reduced dependence on partners and relatives compared to not having the safety nets (22).

Based on the above, we may speculate that this was such a case since most of the times, the households that are included in these programs hardly make enough incomes from which they can save (23, 24). When hit by any shock, such households rely more on assistance, whether formal safety net programs or informal remittances from friends and family. A finding that supports what was established in the context of other shocks in the Philippines and other developing countries, where these coping acted as insurance (25). Furthermore, the results also imply that the assistance being received was mainly being channeled into household consumption and not necessarily into household investment since we did not find evidence that the beneficiaries were more likely to engage in additional income generating activities than non-beneficiaries. This finding, therefore, is in line with the literature that established the cushioning effect of these safety nets (26–28). This may be because most of the targeted beneficiaries were urban poor, who were probably living hand to mouth situation, and that Covid-19 exacerbated the situation.

Apart from the result narrated, education also played an important role. We noted that households headed by an uneducated member were more likely to fail to cope with the shocks during the pandemic. Most of the time, they hardly have reliable incomes or connections to enable them to use other coping mechanisms. On the other hand, those with secondary and tertiary education had enough financial as well as human capital that enabled them to cope with the shocks in one way or the other. These findings were contrary to those by (29) who found that household head's education was not significantly related to any specific shock response behavior.

In this study, those in the third and fourth quintiles of wealth (the rich) were less likely to reduce food consumption in response to a shock than those in the lowest quintile (the poor). This supports the findings by (13) and can be explained by the fact that the former make enough incomes from other income generating activities enabling them to cover for their food consumption needs during a shock unlike the poor. This was also evidenced from the results that those in the second to the upper quintiles were more likely to engage in additional income generating activities in response to shocks as compared to the poorest since they have enabling financial and other resources.

The impact of household demographic characteristics implies that a household would reduce its food consumption in response to a shock if its size increased unless the additional member was a dependent. This is plausible as dependents have a lot of nutritional requirements, unlike others. And also, the household was likely to engage in additional income-generating activities if the additional member was below the age of 18. This is so since such members require a lot of support from the elder members, thereby forcing them to look for other activities where they can generate income from.

The finding that idiosyncratic shocks were more likely to trigger failure to cope was in contrast with a risk-sharing theory which stipulates that households have a wide range of coping mechanisms during an idiosyncratic shock unlike a covariate shock (30). On the other hand, this was plausible during this pandemic since many households had been affected by at least one shock, which made it hard for households to use other mechanisms of borrowing or seeking assistance from friends and family, rather they relied more on their own savings. This means that each household was in this pandemic and facing its impacts alone.

The paper has also established that there are regional differences in terms of coping mechanisms adopted by households during the pandemic. Unlike in other regions, there is a significant impact of safety nets on reduction of food consumption as a coping mechanism to shocks by households in the central region. Beneficiaries in this region are less likely to reduce food consumption as a shock response than non-beneficiaries. This may be explained by the fact that the highest proportion (55.8%) of people in the central region are poor unlike the other regions (31). Malawi Poverty Estimates 2020 by the NSO also established that the central region has the highest ultra-poverty rate (25.4%) and poverty is also deeper in this region at 20.1% as compared to other regions. Therefore, any levels of remittances in this region may likely have a significant impact on household food consumption unlike in other regions. We recognize the limitations of the study. First, the study is based on recall data, and hence bias may be an issue. Secondly, the methodology used does not address endogeneity and should be interpreted in the current methodology (32–34). Given our results, these results have some implications for research. Firstly, future studies should try to use other quasi-experimental methods such as an instrumental variable approach to see if the findings remain robust to the method of estimation. In our case, the lack of a proper instrument in the data made this a problem for us. Despite these limitations, the study has important implications for policy. The government of Malawi should increase the level and size of the transfers being used as they benefit the recipients, but they are not adequate to enable them to invest.



CONCLUSION

We have established through this study a significant impact of safety nets on the increasing probability of household reliance on remittances from friends and family and decreasing the probability of food reduction and reliance on savings as coping mechanisms to shocks. The safety nets programs during Covid-19 pandemic likely improved the beneficiaries' nutrition status. However, these programs had no significant impact on household engagement in other income generating activities, as well as households' failure to cope. This implies they had no impact on household investment. Therefore, these safety net programs during the pandemic have to be scaled up. The amount of funds has to be revised upwards to enable households to have enough incomes to cover both consumption and investment needs. This will in turn, make vulnerable households self-reliant and reduce their dependency on remittances from friends and family during a crisis as this mechanism also has a negative impact on the incomes of the households rendering this assistance, especially during this pandemic as almost every household had been affected in one way or the other.

In addition to that, upon investing, vulnerable households may be able to accumulate enough asset holdings and build resilience to future shocks. They may eventually graduate from these social protection programs, and new vulnerable households will be able to be recruited and assisted likewise. In turn, the goal of poverty eradication will be achieved in Malawi.
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