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Intfroduction

The Government of Malawi (GoM) has put in place a mechanism that enables two
flagship programs—the Social Cash Transfer Program (SCTP) and the Climate
Smart Enhanced Public Works Program (CS-EPWP)—to scale up when shocks
occur. Making these programs shock-responsive is a key strategic pillar of the
government’s Disaster Risk Financing Strategy. A scalable mechanism linked to the
SCTP was first implemented during the 2021/22 rainfall season in three districts; it
covered 74,000 poor and vulnerable households that were eligible to receive a cash
transfer in the event of a shock. By 2024/25, the mechanism had been expanded to
eight districts and covered 140,000 households enrolled in the SCTP or CS-EPWP.
The mechanism has also lead to investments in digital targeting and payments
systems and implementation procedures whose value goes beyond these specific
districts. The long-term goal is to make it a nationwide mechanism.

YEAR COVERAGE & SCALE-UP

poor and vulnerable

2021 /22 households across
3 districts

poor and vulnerable

2024/25 .I 40'000 households across

8 districts

The long-term goal is to make it a
nationwide mechanism

This note summarizes the GoM'’s process for establishing this mechanism and
presents key results and lessons learned.
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Combining adaptive social protection and disaster risk financing (DRF) can help governments build the
resilience of the poorest and most vulnerable households. Adaptive social protection assists the chronic
poor during ordinary times through core social protection programs, and it expands assistance in response to
a crisis or shock by providing existing beneficiaries with additional cash (vertical expansion) and/or by adding
beneficiaries to the program (horizontal expansion). DRF allows governments to develop and implement a
sustainable strategy to cover the costs of responding to future disasters. By combining DRF with adaptive social
protection systems, governments can safeguard livelihoods, potentially helping to break the cycle of poverty
and vulnerability that disasters often perpetuate.

Malawi’s development of a scalable mechanism was supported by the World Bank through the Social
Support for Resilient Livelihoods Project (SSRLP). This mechanism is well aligned with the main objectives
of the SSRLP, which are to improve resilience among the poor and vulnerable population and to strengthen
the national platform for safety nets in Malawi. The Financial Services Global Department’s Crisis and Disaster
Risk Finance team, with support from the Risk Finance Umbrella Trust Fund and the Global Shield Financing
Facility, provided Malawi with technical assistance, implementation support for developing adaptive systems,
and financing for implementing risk finance instruments.

Designing the Scalable Mechanism

The scalable mechanism monitors rainfall and food insecurity conditions during the agricultural season
(November to April) and aims to deliver payouts to household beneficiaries before the start of the
extended lean season (June to August) (Figure 1). This timing increases value for money, as food prices
are at their lowest before the lean season, and it reduces the use of negative coping mechanisms among poor
households affected by drought.

FIGURE 1
Annual SCTP Scale-up Timeline
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Source: Government of Malawi, “Social Support for Resilient Livelihoods: Scalable Handbook,” 2024.
https://www.financialprotectionforum.org/publication/social-support-resilient-livelihoods-scalable-handbook
Note: SCTP = Social Cash Transfer Program.
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This scalable mechanism promotes early action by using pre-agreed and transparent rules and by pre-
positioning financing instruments linked to those rules. To design the mechanism, the government had to
make key decisions on parameters, including how often the mechanism should trigger and for what type of
events, how many people it should cover, and how much assistance it should provide. These parameter choices
ultimately determine the cost of the scalable mechanism and—as illustrated in Figure 2—entail trade-offs.
The chosen parameters are shown in Table 1. Once parameters were selected, the GoM established rules for
implementing this innovative scalable mechanism and included them in a publicly available Scalable Handbook.

The handbook is updated periodically as lessons are incorporated.

FIGURE 2
Trade-offs Entailed in Selecting Key Mechanism Parameters
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Source: World Bank.

TABLE 1
Selected Design Parameters

Districts covered In 2021/22 the mechanism covered 3 districts (Blantyre, Ntcheu,
and Thyolo), in 2023/24 this was increased to 6 districts (adding
Chiradzulu, Karonga, and Nkhotakota), and in 2024/25 Mwanza and
Nsanje were added.

Rural household coverage Coverage targets 17 percent of the poorest in the district:
10 percent via SCTP and 7 percent via CS-EPWP.

Transfer amount per household In the first two years of implementation, households received

per month MK 25,000 a month, which was increased in 2023/24 to MK 50,000
following currency devaluation.

Duration of transfers Target duration is three months.

Historical frequency of scale-up Triggers for scale-up are designed to match a drought that occurs

every 1in 3 to 4 years on average.

Source: Government of Malawi.
Note: CS-EPWP = Climate Smart Enhanced Public Works Program; SCTP = Social Cash Transfer Program.


https://www.financialprotectionforum.org/publication/social-support-resilient-livelihoods-scalable-handbook
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The scalable mechanism follows a dual-trigger approach: a primary trigger blends two rainfall remote
sensing indexes, and a secondary trigger is based on an evidence review (see Figure 3 and Box 1). The
levels for the primary trigger vary from district to district to ensure that the mechanism responds to droughts
that happen on average once every three to four years. The secondary trigger, the evidence review, is used if
the primary trigger levels are not met but there is concern that drought conditions prevail. This combination of
remote sensing data and additional evidence aims to mitigate the risk that the conditions on the ground differ
from those presented by the remote sensing data. More details on the development of the trigger mechanism
can be found in the technical note “Technical Analysis to Inform the Trigger Design for Adaptive Safety Nets to

Respond to Climate Shocks in Malawi.”

FIGURE 3
Trigger Structure
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Source: Government of Malawi, “Social Support for Resilient Livelihoods: Scalable Handbook,” 2024.
https://www.financialprotectionforum.org/publication/social-support-resilient-livelihoods-scalable-handbook

Trigger Description

The dual trigger consists of remote sensing rainfall indexes—one for the early season and
one for the full season—and an evidence review.

Primary trigger:

® Low early-season rainfall is calculated over a 30-day rolling window during the first half of
the agricultural season (November to January) using TAMSAT satellite rainfall data.

® Low full-season rainfall is calculated over a 30-day rolling window during the full agricultural
season (November to April) using CHIRPS satellite rainfall data.

* The trigger is met when the index of rainfall falls below a preset threshold indicating
drought conditions.

Secondary trigger:

* An evidence review compiles available data on food insecurity based on the Famine Early
Warning Systems Network (FEWS NET) Integrated Phase Classification (IPC), agricultural
production, and food prices to evaluate conditions on the ground.

Source: Government of Malawi, “Social Support for Resilient Livelihoods: Scalable Handbook,” 2024.


https://www.financialprotectionforum.org/publication/technical-analysis-to-inform-the-trigger-design-for-adaptive-safety-nets-in-malawi-2023
https://www.financialprotectionforum.org/publication/technical-analysis-to-inform-the-trigger-design-for-adaptive-safety-nets-in-malawi-2023
https://www.financialprotectionforum.org/publication/social-support-resilient-livelihoods-scalable-handbook
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Financing the Mechanism

The World Bank supported the GoM in modeling the expected cost of the mechanism as designed, and
then in determining the financial instruments that would provide funding in a cost-efficient way. Based on
the initial design, the government decided to split project resources between more flexible project contingent
financing (the ‘contingency fund’) and the payment of a risk transfer premium. The contingency fund is used
to cover regular funding needs (that is, less severe and more frequent drought responses) and the risk transfer
instrument to cover the cost of larger scale-ups (that is, more severe and less frequent drought responses). The
contingency fund sits within the SSRLP, and funds are transferred to the government following a request from
the Secretary to the Treasury, according to the process outlined in the Scalable Handbook. In the first two years
of implementation 2021/22 and 2022/23 only the contingency fund was in place whilst the risk transfer policy
was designed and procured.

For the 2023/24 and 2024/25 seasons, the GoM procured a parametric risk transfer (or insurance)
product with ARC Limited, which was linked to the primary trigger of the scalable mechanism. The risk
transfer component has been especially important as more districts have come on board. The contingency
fund has acted as a deductible relative to the risk transfer product, and the risk transfer product has provided
additional financial protection in years when multiple districts trigger a scale-up. Claim payouts from the
insurance product by the insurance company have gone directly to the government'’s designated account at the
Reserve Bank of Malawi and have then been disbursed to eligible household in the same way as transfers from
the contingency fund.

TABLE 2
Summary of Financing Instruments

Implementation Year Contingency Fund (US$) Insurance Coverage (US$)

2021/22 10,000,000 Insurance not in place
13,696,423
2022/23 (increased with additional financing to support Insurance not in place

response to tropical cyclone Freddy)

17,260,915
(increased with additional financing from the World
2023/24 Bank’s Crisis Response Window Early Response Finance 9,700,000
to increase food security during the drought)

2024/25 11,565,235 9,700,000
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Steps for Implementing the Mechanism

In Malawi, the mechanism is implemented according to a series of steps:

0 DCCMS monitors the primary triggers from November to April.

The scalable coordinator gathers needed information for the evidence review between November and

o April and by May drafts a report that summarizes the season’s conditions in each district. The report
also indicates the districts where scale-ups of the SCTP and CS-EPWP should take place and provides an
estimation of their cost.

The scalable task force reviews and validates the report.

The scale-ups are approved by the principal secretary in the Ministry of Finance Economic Planning and
Development Department, who is responsible for poverty reduction and social protection.

Government draws on the funds needed to cover the scale-up costs from the contingency fund and/or
insurance payouts.

o Funds are channeled to pre-targeted beneficiaries using e-payments.

Results of Implementing the Mechanism

In 2021/22, during the first year of implementation, an
unprecedentedly late onset of rain resulted in failed
plantings. During this period, the scalable mechanism was
linked only to the SCTP and included three districts (Ntcheu,
Blantyre, and Thyolo). A scale-up was triggered in Ntcheu
based on the early-season rainfall index. The task force also
recommended a scale-up in Thyolo and Blantyre based on the
evidence review process. A vertical and horizontal expansion
of the SCTP reached 84,048 households and disbursed a total
of US$ 6.3 million in additional transfers from the contingency
fund (around MK 75,000 per household). Despite the decision
to scale up being soon after the end of the season, there were
delays in processing payments of up to 6 months.

In 2022/23, additional transfers were made in Karonga
district only. Despite the fact that the satellite data of the
primary trigger showed above normal rains across all districts,
the evidence review showed that livelihoods were affected
by erratic rains in Karonga, which increased food insecurity
significantly in this district. Additional transfers were made to
12,431 households, utilizing just under US$ 1 million from the
contingency fund (MK 75,000 per household). In early 2023, the Beneficiary receiving payout
South of Malawi experienced severe flooding due to tropical in Ntcheu district

cyclone Freddy. As a result, US$ 13 million was distributed to Image source: National Local Government

affected families, funded by additional resources outside of Finance Committee.

the mechanism, but leveraging the adaptive systems.
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In 2023/24, an El Nifio-induced drought affected the country. By March
2024, the president of Malawi had declared a state of disaster. Throughout
this season, DCCMS monitored the rainfall conditions. By April 2024, the task
force knew that the primary trigger for the scalable mechanism had been

\ 1/
reached, activating a vertical expansion of the SCTP and the CS-EPWP in six .‘\‘5"
districts where the mechanism was being implemented (Chiradzulu, Blantyre, v
Karonga, Nkhotakota, Ntcheu, and Thyolo), plus four additional districts In each

that were severely affected by the drought (Balaka, Chikwawa, Mwanza, and

Nsanje). Around 140,000 rural households received a top-up of MK 150,000 successive year,

between July and August 2024, with funds totaling US$ 11.9 million, of which the government
US$ 6.6 million was available through an insurance payout. Payouts for has processed
beneficiaries were handled through e-payments. payments

more quickly
and efficiently
as e-payment
systems and

During the 2024/25 agricultural season, three districts—Ntcheu,
Chiradzulu, and Blantyre—experienced below-normal and erratic
rainfall. As a result, the SCTP and CS-EPWP scaled vertically to provide
additional cash transfers to eligible households. A total of 64,000 households

received payments of MK 150,000 total through the scalable mechanism, and processes have
the transfers were made promptly after the season ended. Beneficiaries in become more
Ntcheu received disbursements in May 2025, following the early triggering of institutionalized.

the first index in that district. Beneficiaries in the other two districts received
payments between July and early August, as rainfall conditions worsened
later in the season. The majority of funds for this response were met through

a US$ 3.6 million insurance payout.

TABLE 3
Summary of Coverage and Scale Ups

Implementation Number of Districts Households Total additional cash Further shock response
Year households | scaled receiving transfers from the to complement Scalable
covered by up under additional Scalable Mechanism, Mechanism

Scalable Scalable cash under US$ (contingency
Mechanism Mechanism Scalable fund : insurance
(number) Mechanism contribution)
Blantyre,
2021/22 116,355  Ntcheu, 74,683 © 63'53?3;’5’77?0) -
Thyolo (3) ’ ’ :
In addition to those covered
by Scalable Mechanism,
the Early Recovery and
Food Insecurity Response
932.342 following tropical cyclone
2022/23 116,355 Karonga (1) 12,747 (932 3’42 - 0) Freddy utilized the SCTP
’ . and CS-EPWP to distribute
emergency transfers to
194,484 households
(MK 150,000 per household)
across nine districts.
2ol In addition to those covered
Blantyre, .
. by Scalable Mechanism,
Chikwawa,
. further emergency cash
Chiradzulu, d
PTG 11.876.590 transfers were delivered to
2023/24 140,029 9a, 140,029 A 153,125 households in rural
Mwanza, (5,265,930 : 6,610,660)
areas and 102,436 urban
Nkhotakota,
Nsanie households because of a
Ie, price shock (MK 150,000 per
Ntcheu, household)
Thyolo (10) ’
Blantyre,
2024/25 144,415 Chiradzulu, 64,000 & AT -

Ntcheu (3) (50,000 : 3,650,000)
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Impact of Implementing the Mechanism

In 2024, a series of questionnaires was administered to households to gain insight into
perceptions of the scalable mechanism as well as its implementation and impacts.
Data were collected in six districts from 1,100 respondents—é3 percent of whom had received
payments through the scalable mechanism—through three rounds of interviews, one round
before the payments were delivered and two rounds afterwards. Analysis of the data yielded
the following key findings:

e Beneficiary households’ spending patterns suggest that the cash transfers provided
through the scalable mechanism contribute to improved food security. Most
households (83 percent) reported using this payment primarily for food consumption.
Over one-third (39 percent) reported allocating funds to purchase inputs for crops or
livestock. Respondents also used funds for education-related expenses (12.4 percent),
starting a business (7.6 percent), and savings (6.4 percent).

¢ In the short term, payments provided through the scalable mechanism helped
reduce households’ reliance on negative coping strategies. In the two weeks following
receipt of the payment, beneficiary households were less likely to decrease meal size or
frequency, limit adult food consumption to prioritize children, or borrow money to buy
food than non-beneficiaries. Additionally, during this period, beneficiaries more frequently
expressed optimistic expectations about their future well-being.

¢ In the medium term, the scalable mechanism had a positive impact on household
savings and agricultural practices. Beneficiary households were more likely to report
relying on savings as a coping mechanism in response to shocks, and more likely to
participate in savings groups. The program also had a statistically significant effect on
agricultural practices, specifically by increasing the likelihood of planting sweet potatoes,
a drought-resistant crop.

e Overall, households that received payment through the scalable mechanism had a
greater perception that government helped them to cope with shocks than non-
beneficiary households.

More detailed information on the impact evaluation is documented in the World Bank note
“Malawi: Building on SSRLP to Enhance Resilience and Opportunities” (forthcoming).
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Lessons Learned from Implementation

The past three years of implementation have provided several important lessons for stakeholders in
Malawi and for others considering similar approaches elsewhere:

The implementation of adaptive social protection requires strong government ownership
and multi-sectoral cooperation. The mechanism’s success in Malawi is partly due to the GoM'’s
establishment of a dedicated task force—comprising officials from different ministries and led by a
full-time coordinator—responsible for designing and implementing the mechanism. The metrological
agency also has a crucial role to play as regular and independent monitor of the satellite-based triggers.
To further improve government ownership, senior government officials should be kept informed about
seasonal conditions; this will help avoid delays once the scalable report is finalized and submitted for
their approval.

e Preestablished rules and financing help speed response. Having pre-agreed rules clearly
documented in the endorsed handbook means that decisions on response can be made ahead of the
event, so when funding is available there is no delay in distribution. Such rapid distribution is of critical
importance, especially when targeting poor and vulnerable beneficiaries who are prone to falling deeper
into poverty upon occurrence of a shock. The pre-agreed rules allow rapid decisions on whether to scale
up SCTP and CS-EPWP. It takes around two weeks for all the relevant information to be compiled into
a report, which is then discussed by officials from relevant ministries, who use it as the basis for their
recommendation on scaling up. Pre-agreed rules also allow funds to be requested quickly (days after
senior officials’ approval), as they help to ensure that expected costing is clear and funding is available.
The use of parametric style triggers also enable the use of insurance to directly back the GoM's decision
making processes.

Building Capacity

Government officials from relevant ministries formed a task force to design
and implement the scalable mechanism. To support its members in making policy
decisions related to this process, the World Bank developed a learning roadmap, Disaster
Risk Financing (DRF) for Social Protection in Malawi. The roadmap included five sessions,

each aligned strategically to progress on developing the Scalable Handbook. Building
the task force members’ technical capacity in DRF and adaptive social protection allowed
government officials to make informed policy decisions related to the design of the
scalable mechanism, thereby increasing their ownership of it.

Once the mechanism was designed, officials from the Department of Climate
Change and Meteorological Services (DCCMS) and other task force members were
trained in how to monitor the primary triggers of the scalable mechanism based on
satellite rainfall data. DCCMS independently monitors the mechanism'’s rainfall triggers
every season, provides monthly updates, and notifies the task force if the trigger for a
scale-up is reached.


https://www.financialprotectionforum.org/learning-roadmap-series-disaster-risk-finance-for-social-protection-in-malawi
https://www.financialprotectionforum.org/learning-roadmap-series-disaster-risk-finance-for-social-protection-in-malawi
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It takes time and effort to build delivery systems and a social registry capable of accurately
identifying poor households and providing rapid emergency assistance to those vulnerable
to shocks. A key lesson from implementing the scalable mechanism is that maintaining and regularly
updating an accurate registry is important for effectively reaching the poorest households. In Malawi,
people living in poverty are pre-identified through the Malawi Social Registry (MSR) to benefit from
the two core programs, SCTP and CS-EPWP. These programs are then expanded during shocks both
vertically (including existing recipients on the scalable payroll) and horizontally (identifying additional
households, from CS-EPWP to include on the payroll). Maintaining accurate and up-to-date data in the
MSR is therefore essential to ensure that the right households receive assistance during crises. To address
the limitations of costly and infrequent census-based updates, the program is piloting a dynamic MSR
model that allows regular updates of household data through on-demand self-updates (either online or
in person) and real-time data exchanges with other national databases integrated with the MSR.

o Investments are needed to ensure that payment systems can provide rapid emergency assistance
to households. To ensure timely cash transfers through e-payment, it is essential to onboard beneficiaries
to the payment platforms of payment service providers (PSPs) in a timely manner following the Know Your
Customer (KYC) process. This critical step can be challenging and time-consuming, as many beneficiaries
have limited financial literacy or lack the formal identification required for receiving e-payment. In
Malawi, issues with onboarding beneficiaries caused significant delays during the program'’s first years of
implementation. Strong coordination with financial service providers has helped to minimize such delays,
as well as delays related to technical issues and liquidity constraints faced by pay point agents. To further
streamline these processes, the program is piloting a choice-based model where beneficiaries select and
register with a PSP of their preference. By completing KYC processes ahead of time, beneficiaries are
expected to experience fewer delays and a more efficient payment process.

e Clear and consistent communication with beneficiaries is crucial to improve their understanding
of the scalable mechanism and increase its impact on household resilience. Given the irregular
nature of the scalable program, it is important to provide beneficiaries with accurate information about
the reasons for a payment trigger, as well as payment dates and amounts when a payment is activated.
When households have this information, they can anticipate how much support they will receive and
when they will receive it and hence can allocate their limited resources more effectively in response to a
crisis.

o Malawi's use of an insurance product to directly back the mechanism's trigger for scaling social
protection was the first such arrangement in the Africa region, and it presented new challenges
for the government. These included capacity and experience gaps, as well as operational roadblocks.
The government team required support from the World Bank'’s task team to further develop technical
skills related to disaster risk financing and insurance, and to gain the confidence needed to place such
a product. In particular, the government needed time to build the expertise required to develop the
terms of reference and then validate the policy and bids from potential providers. The procurement of
a climate-linked insurance product is not typical for governments, and existing processes were either
unsuitable or unclear in this context. For example, there were questions about tax requirements and
the legality of involving international (re)insurers. In addition, the hiring of additional staff—needed to
further strengthen the government procurement team—caused significant delays in the contracting
process. There were further challenges with the renewal of the policy. First, delays in preparing the
policy meant that more accurate seasonal forecasts became available to the insurance market, which
drove up prices; ideally, the policy would be agreed further in advance, when the season remains highly
uncertain. Second, Malawi was experiencing a severe and prolonged foreign exchange (forex) crisis,
with critically low reserves failing to cover essential imports and disrupting international transactions.
This made it difficult to secure the forex needed to pay the insurance premium in US dollars, ultimately
leading to the withdrawal of the policy for the 2025/26 season.
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Going Forward

Droughts have triggered four scale-ups of cash transfers through the SCTP and PWP since grant inception,
reaching more than 300,000 households (approximately 1.36 million people) with emergency transfers
totaling nearly US$ 23 million. With experience, the government has significantly reduced the time needed to
distribute payments, from six months to one month. The GoM is now seeking to mainstream its social protection
networks as effective delivery channels for emergency response. As the scalable mechanism expands, pre-
agreeing rules on its implementation will be crucial to preserving its transparency and predictability. Any
expansion will also need to be backed by sufficient funds pre-allocated through the layered DRF instruments set
out in GoM's National DRF Strategy. This may include funding dedicated specifically to the Scalable Mechanism,
as well as resources channeled from other programs and budget lines, as was done when shocks occurred
outside the scope of those covered by the Scalable Mechanism. Doing so will help extend the mechanism's
reach across the country and to additional perils.

Evie Calcutt (ecalcutt@worldbank.org) or Chipo Msowoya (cmsowoya@worldbank.org)




