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CFSC BASIC NEEDS BASKET CHALLENGES THE 2008-09 NATIONAL BUDGET

The 2008/09 national budget has been described differently as a “good but campaign budget”,  “an excellent budget”, a “win/win situation”, etc. While joining those applauding the government for coming up with this good budget, the CFSC recognizes the challenge of achieving some of the intended goals. At the same time, the Centre is making some reflections regarding the budget: To what extent will the 2008/09 budget uplift lives of ordinary Malawian families, those struggling to meet their daily basic requirements? Does this budget have boldness and holistic vision to make tangible impact? At Centre for Social Concern we believe that meeting the basic needs of the people is the one true measure of a good budget. 

Selected 2008-09 Budget Measures

Raising of Tax-Exemption Mark from MK7, 000 to MK9, 000:  The CFSC commends government for this positive move but still finds this figure not enough as it falls far below the minimum cost of monthly basic needs of an average Malawian household. According to Chrissie Kafundu, Social Conditions Research Program officer of CFSC, in May the Basic Needs Basket for an ordinary Malawian family living in Blantyre, Lilongwe, Mzuzu and Zomba was MK37, 177; MK38, 564; MK38, 540 and MK36, 197, respectively. The food basket alone for the month ranged between MK21, 943 and MK24, 170. A person whose income is not enough to meet minimum food requirements of his/her family should not be taxed. This is an effective way of uplifting the lives of the poor: improving their purchasing power.

General Salary Increase of 20%: This is also a positive development because it will assist in narrowing the gap between the cost of living and the level of income for ordinary Malawian households.  However, it is the way this 20% is distributed among employees in the civil service that will determine impact, especially on employees earning relatively low salaries. In order to reduce the gap that exists between the rich and the poor, the CFSC recommends that the salary percentage increments of the low-salary categories should be in line with the annual increase in the urban cost of living. Over the past year (June 2007 to May 2008), cost of living as established by the BNB went up by 45.2% (with an average monthly increase of 3.2%), observes Chrissie Kafundu. This is much higher than in the 2006-07 financial year where cost of living in Lilongwe went up by 21.9%. With the current global food crisis (or rising world food prices) and the rising oil prices at the world market, cost of living in the coming financial year is likely to increase even further. Although the CFSC suggests a percentage increase of at least 45% for the low-paid civil servants, this figure is still inadequate as it needs to match the likely percentage rise in cost of living in the 2008-09 financial year. A larger portion of the 20% general increment should go to the low salaried employees

VAT Reduction and Removal Measures:  Although applauded by many, the CFSC does not see much impact of the one percentage point reduction in VAT (from 17.5% to 16.5%) on the ordinary Malawian consumer. This move will largely benefit the middle and high-income earners in the country since most of the commodities (and services) that constitute the basic needs basket of ordinary poor Malawian households are already surtax-exempted; (in Malawi VAT works exactly as surtax). The removal of VAT to attract investment is another positive move, but the success and effectiveness of this depends on the strategies that will be put in place to address bottlenecks such as the vandalism of telephone cables. Inadequate infrastructure and lack of security are some of the factors that will challenge the success of this move. 

Rising World Food Prices and Investment in Agriculture:  In the budget statement, the government mentions how Malawi will gain from the World food price hikes if it continues to export food materials.  Over the last 12 months, average price of food in the world market has gone up by 56%, with the price of rice rising by 96%. The CFSC sees a lot of challenge in achieving this trade benefit. This will work only if trade policies at the international market are re-examined to accommodate poor countries like Malawi. The CFSC believes that one way of defeating the world food crisis is to massively invest in sustainable agricultural productivity. For this reason, the CFSC applauds government for making agriculture a priority sector in the 2008-09 budget. The Centre also commends government for its attention in the budget to irrigation which will also assist in boosting agricultural production. One of the key benefits of focusing on agriculture is its positive impact on cost of living.

The Basic Needs Basket highlights daily challenges of households to meet their sustainable livelihood: Current National Budget debate should, therefore, take consideration of the Basic Needs Basket.
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