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FOREWORD 

 

This report from the United Nations Country Team (UNCT) in Swaziland comes out at a time 

when the country is facing considerable challenges – a fiscal crisis on top of persistent 

poverty, high unemployment, and negative effects of the HIV/AIDS epidemic.  

 

The fiscal crisis resulted from the sharp drop of transfers from the Southern African Customs 

Union (SACU), the historically high level of expenditures (and especially wages) and the 

limited access of the government to domestic and foreign borrowing. The ensuing liquidity 

squeeze has hampered growth and employment, with possible adverse effects on progress 

towards the Millennium Development Goals.  

 

While some of the effects of the fiscal crisis are known, questions remain as to how the worst 

fiscal crisis in the nation’s history has impacted households and vulnerable segments of the 

population. To shed some light on these questions, the UNCT conducted a Rapid Assessment 

in late 2011. The findings of the assessment are now complete and ready for dissemination.  

 

The Rapid Assessment of the Impact of the Fiscal Crisis in Swaziland highlights the major 

findings of the assessment and some measures that Swaziland may consider when 

formulating responses to the financial crisis, including long-term strategies that will help the 

country cope with this crisis and prevent its recurrence.  The report is also useful tool for 

decision-makers looking for interventions that have the potential to achieve the highest 

development impact.  

 

It is my hope that the assessment contributes to everyone’s understanding of the challenges 

facing Swaziland and stimulates discussions on how best the country could respond to similar 

situations. The United Nations family – which has expertise and engagement in a range of 

areas – is ready to work with the Government and people of Swaziland in this endeavour.  

 

I wish to thank all those who contributed to the success of this assessment – institutions who 

shared information, household members who completed the survey interview, United Nations 

agencies which funded the exercise, and the United Nations technical team which effectively 

planned and conducted the assessment.  

 

 
 

Dr. Jama Gulaid 

Resident Coordinator a.i. 

United Nations Swaziland 
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EXECUTIVE SUMMARY 

   

The fiscal crisis was central to Swaziland’s economic and social developments in 2011. It 

resulted from the collapse of transfers from the Southern African Customs Union (SACU), 

the historically high level of expenditures (and wages) and the dried up access of the 

government to domestic and foreign borrowing. The ensuing liquidity squeeze has hampered 

growth and employment, with possible adverse effects on progress towards the Millennium 

Development Goals. Weak governance and especially the lack of sound public financial 

management (PFM) were the key factors behind these developments. 

 

Findings 

 

To find out more about the transmission channels of the crisis, households’ coping 

mechanisms, and welfare impacts at the household level, the United Nations Swaziland 

carried out a cross-sectional nationally representative survey of 1334 households in 

November 2011. Findings from this UN rapid assessment are as follows: 

 

 Rising food prices and reduced labor income were the main economic shocks that hit 

households in 2011; each shock was experienced by almost one out of four 

households;  

 Households adopted various coping strategies, but relied mostly on ‘budget 

management’, in particular reduced quality (and quantity) of consumed food and 

changes in transport mode;  

  From the food consumption patterns, signs of households under stress have emerged 

(e.g. some households were eating less than three (3) meals a day, skipping meals for 

entire day, etc.).  

 

Moreover, the rapid assessment suggested that aggregate shocks such as the fiscal crisis 

compounded by rising food prices can severely impact poorer households and vulnerable 

groups such as households members living with HIV or female-headed households in rural 

areas. Given the underdeveloped financial markets and formal social assistance schemes in 

Swaziland, the crisis was transmitted to these groups mainly through reduced incomes (job 

losses, wage cuts, asset reduction, poorer prospects for employment and own firm creation, 

and reduced access to credit). In turn, the reduced (real) incomes have constrained 

opportunities of these households to maintain their members’ food consumption, to benefit 

from social services and to accumulate human capital. 

 
Policy recommendations 

 
Against this background and findings, this report suggests that policies to mitigate the impact of this 

crisis and to prevent its re-occurrence focus on the following three areas: 

 

a) strengthening the public financial management (PFM), including financial aspects of the 

service delivery systems;  

b) encouraging decent employment, especially among women and youth, through supporting 

productive entrepreneurship and training for jobs in industry and high value-added services;  

c) strengthening existing and developing new social protection schemes against livelihood and 

life cycle risks, increasing and improving equity of social service delivery to the vulnerable 

groups (households with members living with HIV; with OVCs; female-headed households, 

rural households);  
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I. INTRODUCTION 

 

In 2010 and 2011, Swaziland experienced a severe fiscal crisis and continued sluggish 

growth. Over the medium term, several strengths can help the economy reach sustainable 

public finance and high and an inclusive growth path: (i) location next to South Africa, the 

largest economy in Sub-Saharan Africa (SSA); (ii) a diversified production base, with a 

relatively high share of manufacturing and services; (iii) solid infrastructure, especially in 

transport; and (iv) regionally competitive wages and high literacy rates. Africa’s economic 

achievements in the 2000s (e.g., high growth, improved macroeconomic management) point 

to development opportunities for Swaziland. Recently, these include rapid rise of emerging 

and frontier markets, which creates space for the expansion of Africa’s – and Swaziland’s – 

manufacturing sector and structural transformation to high value-added activities.
1
  

 

Despite these strengths and opportunities, and in contrast to SSA’s strong performance, 

Swaziland’s growth during 2000s was subdued. Unemployment and poverty remained high, 

and the fiscal crisis has jeopardized growth and job creation further.  Swaziland was No. 140 

out of 187 countries on the 2011 Human Development Index (UNDP, 2011a).  

 

The purpose of this report is to provide the first systematic evidence on the impacts and 

responses to the fiscal crisis in Swaziland at the household level, based on a nationally 

representative survey of 1334 households conducted by the United Nations (UN) during 

November 14 – 28, 2011. The findings from the survey suggest that households have adopted 

severe coping strategies in response to the shocks experienced in 2011, including cuts in food 

consumption and access to services. Progress in poverty reduction and reaching Millennium 

Development Goals (MDGs) could thus stall or be even backtrack. Implications for policy 

point to the need to (i) support job creation and entrepreneurship, including through 

households’ access to credit; (ii) building up further social protection schemes to help 

households absorb shocks while developing their productive assets; and (iii) develop special 

policies for particularly vulnerable groups such as households with members living with HIV.  

 

The report is organized as follows. After this Introduction, Section II highlights the key 

features of the fiscal crisis from the macroeconomic perspective. Section III examines the 

crisis from the household perspective, based on a rapid cross-sectional household survey 

carried out by the UN Swaziland team in November 2011. Section IV concludes.  

 

I. THE FISCAL CRISIS FROM THE AGGREGATE PERSPECTIVE 
 

II.1  Key longer-term challenges: growth acceleration and job creation  
 

Growth subdued in 2000s 

 

Prior to the fiscal crisis, Swaziland was among the least growing countries in Sub-Saharan 

Africa, growing on average only by 2.7 percent a year in 2001-10, relative to 5.7 percent for 

the region. Weak business climate, low FDI inflows, overvalued exchange rate, high HIV and 

                                                           
1
 Key preconditions for African countries to seize growth opportunities in the aftermath of the global financial 

crisis are discussed in Brixiova et al. (2010). They include increasing flexibility of macroeconomic frameworks 

and phasing out pro-cyclical policies; accelerating structural transformation and promoting SMEs; building 

social protection schemes; facilitating regional integration and new partnerships. Most are pertinent to 

Swaziland and some (e.g., fiscal management, SMEs and social protection schemes) are covered in this report.     
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AIDS burden and policy focused on the public sector were contributing factors. Swaziland’s 

attractiveness as an investment destination has been eroded by regional factors, such as 

improved business environment in South Africa and growth acceleration in Mozambique.  

 

While services and manufacturing drove growth before the global financial crisis (GFC), 

contribution of manufacturing was negative before the fiscal crisis hit (2008-09). From the 

expenditure side, with fall of exports household consumption predominated in 2008 – 09 

(Figures 1a and 1b, Annex I). Results from a growth accounting analysis point to declining 

capital accumulation as a factor behind Swaziland’s growth slowdown. Low contribution of 

investment to growth underscores the importance of reforms of the investment climate. 
 

High unemployment and poverty  

 

Unemployment rate is one of the highest among SSA’s middle income countries -- in 2007, it 

reached 28 percent of the labor force (Swaziland Ministry of Labour and Social Security, 

2008). Differences emerged across subgroups: at 53 percent, youth unemployment (for 

people ages 15 - 24) was far above the 13 percent rate for people aged 45 – 64 years. The 

highest HIV and AIDS rate in the world (26.1 percent of population aged 15-49) exacerbates 

the country’s socio-economic challenges.  

 

The unemployment rate has remained high in the aftermath of the GFC, especially in the 

manufacturing sector.
2
 In 2010 it reached 29 percent of the labor force (Swaziland Ministry 

of Labour and Social Security, 2011). Differences emerged across sub-groups, with rates 

particularly high among youth (52 percent), in rural areas (51 percent), and among women 

(31 percent). The uneducated young women in rural areas are particularly challenged to find 

decent employment opportunities. 

 

With low growth and job creation, poverty has remained widespread. Indicators of 63 percent 

of population living in poverty and 29 percent living in food poverty make Swaziland akin to 

a low income country (Swaziland CSO and UNDP, 2011).
3
 From a sectoral perspective, the 

economy contains a large share of low value added activities in subsistence agriculture and 

low value added services (e.g., retail trade); structural transformation to high value added 

sectors is needed to stimulate growth and employment.  

 

II.2  Fiscal crisis in 2011, improved outlook for 2012 

 

SACU revenue boom led to fiscal structural imbalances 

 

Swaziland experienced a fiscal revenue boom when the Southern Africa Custom Union 

(SACU) receipts more than tripled during 2004 - 2009. The extra revenues financed mostly 

wages. At almost 50 percent of revenues and 17 percent of GDP in 2009/10, the public wage 

bill became one of the highest in SSA, making the country vulnerable to a decline in SACU 

transfers (Figure 1a).
4
 The high wage bill also crowded out capital expenditures so that 

                                                           
2
 The textile sector was hit, with firm closures leading to job losses of about 3,000 in 2008/09 (SACU, 2011).  

3
 In the Swaziland Household Income and Expenditure Survey (2011), the computed poverty line was set in 

constant terms of January 2010 at E461 per month per equivalent adult. The food poverty line or extreme 

poverty line was set at E215 per month per equivalent adult.  
4
 Wages increased to 17.7 percent of GDP in 2010/11, when the government granted 4.5 percent increase.  
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investment as a share of GDP fell to almost half of the average for SSA – estimated to reach 

about 11 percent of GDP in Swaziland vs. 22 percent in SSA in 2011 (IMF, 2011a). 

 

The GFC impacted Swaziland mostly through falling trade and SACU revenues, rather than 

through financial markets. As SACU revenues collapsed in 2010/11 (from 20.4 percent of 

GDP in 2009/10 to 9.5 percent in 2010/11), the budget deficit reached almost 13 percent of 

GDP (Figure 1b). With limited access to capital markets and concessional financing, the 

country has faced severe liquidity shortages and the need for fiscal adjustment.  

 

To put public finance on a sustainable path, the government developed a Fiscal Adjustment 

Roadmap (FAR) in the fall of 2010. One of the objectives was to reduce fiscal deficit to about 

3 percent of GDP by 2013/14. The FAR included short term measures such as a wage freeze 

and tax increases. In the medium-term it focused on strengthening public financial 

management and revenue mobilization as well as modernizing fiscal policy. Longer term 

fiscal sustainability was to be maintained through prudent borrowing, investment and high 

growth (Swaziland Government, 2010a).  

 
Figure 1a. Fiscal Revenues and Public Sector Wages, 2003/04 -  2010/11  

 
 

Figure 1b. Fiscal Deficit (E mln and % of GDP) 

 
Source: Ministry of Finance and Central Bank of Swaziland.  
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Liquidity shortages addressed with ad hoc measures 

 

Faced with a severe fiscal crisis, in early 2011 the government asked the IMF for policy 

advice and financial support. A Staff Monitoring Program (SMP) was negotiated for the first 

half of 2011, built around the FAR.
5
 The SMP envisaged an intense fiscal adjustment: almost 

5 percentage points of GDP deficit cut, due to 1.2 percentage increase in tax revenues and 

grants and almost 4 percentage cuts in expenditures, mostly wages, between 2010/11 and 

2011/12. The remaining deficit (7.9 percent of GDP) was to be financed by domestic and 

foreign borrowing. The African Development Bank (AfDB) was to provide budget support 

contingent on Swaziland’s meeting at least the first IMF review of the SMP (IMF, 2011b).
6
 

 

Under the political environment not conducive to economic reforms, the wage cuts agreed 

under the SMP were not implemented. Instead, the fiscal outlays were financed by ad hoc 

measures such as drawing down government deposits with the Central Bank of Swaziland 

(CBS), which then reduced foreign reserves, and/or receiving credit from the CBS (Figure 2).  

 
Figure 2. Net foreign assets and CBS claims on government, Jan 2007 – Oct 2011 

 
Source: Central Bank of Swaziland. 
 

With discretionary deficit financing, international reserves were between 2 – 2.5 months of 

imports for most of 2011, raising doubts about the sustainability of the lilangeni-rand parity. 

For Swaziland, the substantial costs of de-pegging would include uncertainty due to exchange 

rate volatility, increased cost of external debt, and the loss of credibility of the CBS and 

government policies. At the same time, the country’s participation in the common monetary 

area and the high share of South African banks in the banking sector give some assurances 

that the South African Reserve Bank would help prevent de-pegging.  

 
Without the wage cuts most quantitative SMP targets could not be met and the AfDB budget 

support was put on hold. Discussions with South Africa on a loan of E2.4 billion, which 

started in August 2011, came to a standstill, with political conditions as the key bottleneck.  

 

                                                           
5
 SMP is an informal arrangement between the IMF staff and the country to establish policy track record.  

6 Given the heavy dependence on the public sector, the cuts under the SMP were pro-cyclical. In the medium 

term spending restructuring (including wage cuts) would create space for investments and inclusive growth.  
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In the last quarter of 2011, the government adopted a supplementary budget, with expenditure 

cuts of E550 million. Most cuts were in capital outlays, with potentially negative implications 

for longer term growth. Recurrent expenditures – including wages – have remained almost 

unchanged. The government also expanded the 14 percent sales tax to services that were 

previously excluded (especially Information and Communication Technology related), to 

generate revenues. In 2012, the VAT will replace the sales tax, at the same (14 percent) rate.
7
  

 

Even with the expenditure cuts and tax increases, the revised fiscal deficit for 2011/12 

amounted to E 2.8 billion or about 9.6 percent of GDP. If the financing gap were to be closed 

from international reserves, the import coverage would fall below 2 months of imports and 

the lilangeni-rand parity could be jeopardized. In the absence of substantive fiscal reforms the 

government’s ability to borrow at domestic markets is limited.
8
 Further, if the government 

cannot roll over its debt, additional resources from the budget would need to be used for 

repaying it, perpetuating a cycle of limited financing, arrears accumulation and low growth.  

 

Negative implications for growth and employment 

 

With the government having accumulated arrears to private contractors, the fiscal crisis has 

been spilling over to the private sector, in particular small and medium-size enterprises. As a 

result, the non-performing loans of the banking sector have been also gradually rising, even 

though from a low level. In turn, commercial banks took a cautious approach to lending to the 

private sector, besides halting loans to the government. Growth of the private sector credit 

was thus not sufficient to offset the public sector squeeze.  

 

The ongoing fiscal crisis has jeopardized already low growth and employment further. The 

preliminary estimates indicate that Swaziland grew only by 1.1 percent in 2011, making it 

again one of the least growing SSA economies. With job creation and the public sector hiring 

hampered by the fiscal crisis, the employment prospects are bleak, especially for young 

people entering into the labor force for the first time, with negative implications for the 

country’s human capital and inclusive growth. 

 

CMA membership constrains monetary policy  

 

By joining the Common Monetary Area (CMA) with South Africa, Lesotho and Namibia, 

Swaziland has given up its independent monetary and exchange rate policy. De facto, 

Swaziland’s monetary policy is set by the South African Reserve Bank (SARB), with the 

CBS policy rates following closely those of the SARB. While the arrangement has served the 

country well in attaining price stability, it prevents implementing policies to mitigate the 

impacts of the GFC and more recently the fiscal crisis. 

  

Inflation is mostly imported from South Africa and/or supply-driven by shocks to food and 

fuel prices (Figure 3). Unlike in some other SSA countries where food inflation drives the 

overall inflation, food inflation in Swaziland remained close to the overall rate (6.1 percent 

for the overall inflation relative to 5.9 percent for food inflation on average in 2011). With 

                                                           
7 While the introduction of VAT tax together with recent establishment of the Swaziland Revenue Authority 

will improve tax collection especially over medium term, in general consumption based taxes exacerbate 

inequality and reduce the already weakened purchasing power of households.  

 
8
 Even if the government could borrow, the rising cost would reduce the fiscal space for public investment.  
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inflation in mid-single digits, the focus of policymakers has been on growth. At its November 

2011 Monetary Policy Committee Meeting, the CBS kept its discount rate at 5.5 percent.
 9

  

 
  Figure 3. 12-month CPI Inflation, January 2009 – December 2011 (percent)    

 
Source: Swaziland Central Statistical Office.  

 

While the CBS policy rate and the banks’ lending rates have declined notably since the onset 

of the GFC, the growth of private sector credit has been subdued, at average of 13 percent 

from September 2010 to August 2011. The low private lending reflects structural 

impediments, such as the lack of collateral (including land) among potential borrowers, the 

lack of credit history and limited information about borrowers. Reforms of the business 

environment, including strengthening the land ownership, would help remove this disconnect. 

 
Improved fiscal outlook for 2012/2013 

 

Swaziland’s fiscal prospects for 2012/13 have improved with the projected increase of SACU 

revenues by almost 150 percent, to E 7,060. In the draft budget of December 2011, the 

planned expenditures, including on wages, were kept constant in nominal terms, implying 

that the next years’ budget would be in surplus (Table 1). However, given the low imports in 

2011, the SACU revenues in 2013/14 are expected to decline again by about 30 percent from 

the 2011/12 level, reiterating the need to manage high volatility and spend prudently.  

 
Table 1. Fiscal Projections, 2011/12 – 2013/14, (Emalangeni million) 1/ 

  2011/12  2012/13 2013/14 

Total revenue and grants 7,266 11,609 9,620 

Of which SACU revenues 2,883 7,060 4,840 

Expenditures and net lending 10,107 11,193 11,574 

Of which Wages and salaries 4,220 4,670 4,919 

Overall balance, incl. grants -2,841 916 -1,954 

Overall balance (% of GDP) -9.6 1.3 -5.9 

Source: UNDP staff estimates and projections, based on Swaziland outlook prepared for the African Economic 

Outlook 2012. 1/ Arrears are to be repaid in 2011/12.  

                                                           
9
 However, according to the Swaziland Central Statistical Office, the food inflation accelerated from 6.1 percent 

in November to 8.6 percent in December 2011, which has brought again greater attention to price stability.  
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While the increased SACU revenues will create some fiscal space for Swaziland in 2012/13, 

the overall global economic environment remains fragile. Growth of South Africa – 

Swaziland’s largest trading partner and source of FDI – is expected to slow 2.5 and 3.4 

percent in 2012 and 2013, respectively (IMF, 2012). With reduced chances for an externally 

driven recovery, growth will need to be driven domestically. The windfall SACU revenues 

present an opportunity to remove the long-standing structural impediments (including 

rightsizing the wage bill), establish sound public financial management and put the country’s 

public finance back on a sustainable path.  

 

More broadly, to support growth with stability, fiscal policy should abolish its pro-cyclical 

stance (raising taxes and cutting expenditures during downturns and the reverese in upturns). 

To mitigate the impact of revenue volatility on spending, the government could balance the 

budget (including grants) over the medium term, while responding flexibly to short term 

shocks. Strengthening domestic revenue collection and resource mobilization (including 

through public private partnerships and innovative financing) would help align expenditure 

volumes with development needs. A multi-year expenditure rule, incorporated in the medium 

term framework, could help manage the outlays. The fiscal crisis underscored the importance 

of the government’s ability to borrow at reasonable cost, which can be achieved by 

developing domestic and facilitating access to international capital markets.  

 

II.3  Social impact of the fiscal crisis 

 

Swaziland has already entered the crisis with major social challenges: the highest HIV rate in 

the world, high unemployment (29 percent of the labor force in 2010), widespread poverty 

(63 percent of the population) and food insecurity (29 percent of the population). About 25 

percent of the employed are working in ‘vulnerable employment’, that is either self-employed 

or working for family businesses. At more than 50 percent of the labor force, the youth 

unemployment (ages 15 – 24) points to the lack of social cohesion.  

 

The fiscal crisis has impacted households mainly through: (i) reduced social service delivery 

– both due to cuts in social expenditures and the weakening delivery systems, compounded 

by the lack of predictability and unclear prioritizing of government resources; and (ii) the 

weakened labor market, that is layoffs, firm closures and wage cuts.  Social unrests have 

emerged, organized by groups most affected by the fiscal cuts (e.g. teachers) or those who 

seized the opportunity presented by uncertainties surrounding the fiscal crisis.  

 

Discussions with various government and non-government agencies revealed that social 

expenditure delays include the government grant to NERCHA – for example in August 2011, 

only E 8 million out of the budgeted E 20 million was received by NERCHA. Other 

suspended and/or delayed payments of social grants were the Elderly grant, Child Welfare 

Grant, OVC Education Grant and Public Assistance Grant. Support to primary school fees 

and feeding programs and university scholarships were also disrupted. Specifically, the 

Ministry of Education had outstanding primary education fees in early August and only about 

1/3 of the total OVC grant, for both primary and secondary schools, has been paid by mid-

2011. The Ministry of Health-funded interventions for maternal health were interrupted. A 

national HIV prevention campaign has been put on hold due to the lack of funds.  

 

In sum, the fiscal crisis has transmitted to poverty through: (i) layoffs and wage cuts; (iii) cuts 

in social expenditures; (iv) poor access to essential health care and education services, (v) 
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long-term decrease in capabilities due to poor nutrition, schooling drop outs; and (vi) last but 

not least the rising crime rates.
10

 These effects have been amplified by rising food prices.  

 

With lower and irregular social spending, progress towards the MDGs in health, education 

and food security could slow down or even backtrack. To safeguard MDGs, the multi-year 

expenditure rules would target programs to shield the vulnerable (youth, women, people 

living with HIV). Such outlays would be determined by medium-term goals and part of the 

medium term budgetary framework, rather than short-term availability of volatile revenues.  

 

II. THE FISCAL CRISIS FROM THE HOUSEHOLD PERSPECTIVE 

 

This section complements the above macroeconomic view of the fiscal crisis by examining 

the crisis impact from the households’ perspective and welfare. It utilizes data from the UN 

cross-sectional survey of 1334 households, undertaken in November 2011. 

 

III.1 Survey: objectives, analytical framework and methodology  

 

Objectives 

 

To gain insight into how the fiscal crisis impacted people’s lives, the UN team in Swaziland 

undertook a nation-wide survey of 1334 households from all four regions of the country. The 

survey analyzed the workings of the crisis along the following segments: (i) shocks to 

incomes, social service access and sources of livelihoods that households experienced; (ii) 

coping mechanisms that households adopted to counter the crisis; and (iii) changes to 

households’ welfare. The rapid assessment sought answers to the following questions:   

 

 Through which channels were the households affected by the crisis, i.e. which 

economic shocks they experienced (e.g., salary cut, less credit)? 

 Which households -- by residence (e.g., rural/urban); by gender of the household head 

(e.g., female/male headed); by households’ vulnerability (e.g., households with HIV 

members, orphans) -- were most vulnerable to the impacts of the crisis?  

 How did the different households cope with the crisis? How effective were these 

mechanisms?  

 Has the households’ welfare changed and how? (e.g., eating patterns, access to 

education and health care)  

 

Besides generating evidence on the transmission channels of the crisis, households’ coping 

mechanisms and welfare (Figure 4), the objectives of the survey were to: (i) inform the UN 

country team in Swaziland and national policymakers on the impacts of the crisis; (ii) suggest 

policy responses to it and inform possible UN response; and (iii) develop tools that can be 

used to conduct similar rapid assessments on the impacts of economic shocks in the future.  

 

Analytical framework 

 

As Figure 4 illustrates, the fiscal crisis works through several layers. 

 

                                                           
10

 The World Bank and EU agreed at the end of 2011 to provide loan/grant amounting to $42 million for Health, 

HIV/AIDS and TB project.  
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 Firstly, it works through transmission channels such as the government budget, labor 

markets and credit markets. In the public finance area, some budgeted activities 

(school fees, OVC grants, elderly grants) were financed only partially in 2011. The 

social service delivery fell behind the targets, due to both lower volumes and weaker 

delivery mechanisms. Labor incomes have been declining due to job losses, wage cuts 

and/or lower revenues of small and medium enterprises (SMEs). The arrears that the 

government has accumulated to SMEs have hampered the private sector activities. 

 

 Secondly, households have mitigated the impact of the fiscal crisis on welfare with 

coping mechanisms. These responses can work through one of the channels: (i) labor 

markets (e.g., getting a second job, participating in the informal economy); (ii) credit 

markets (borrowing is a rational response when the crisis shock is temporary); and 

(iii) the public finance channel (requesting transfers from the government).   

 

 Thirdly, the combinations of the initial conditions, the size of the crisis shock, 

household exposure to it, and responses from households, firms and government 

influence the welfare at the micro/ household level. Among households such changes 

in welfare have take the following form: eating less or less nutritious food, dropping – 

even temporarily -- children from schools; saving on medical expenses; and others.  
 

Figure 4. Fiscal crisis: transmission, responses and impacts
11

 

 

Fiscal Crisis (falling tax revenues, especially SACU revenues; high expenditures; reduced 

access to domestic and external borrowing)  
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  Source: Adapted from World Bank, UNICEF and Tepav (2010).  

 

                                                           
11

 Figure 3 reflects that macroeconomic shocks have two components: (i) an economic shock and (ii) social 

services shocks. Similarly, households can suffer from two types of vulnerability: (i) policy-induced and (ii) 

market-induced (Glewwe and Hall, 1998). This report focuses mostly on the second type of vulnerability.  

TRANSMISSION 

CHANNELS 

RESPONSES 

IMPACTS 
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Methodology 

 

The rapid assessment was a household based cross sectional quantitative survey that 

employed probability sampling methods. Multistage cluster sampling design was used for all 

regions, with rural and urban classified enumeration areas selected in each region. The 

sample size was calculated based on the current unemployment rate (Annex III). Based on 

this procedure, a total of 1,372 households were selected with 823 households selected in 

rural areas and 549 in urban areas.
12

 The total of 1334 households was actually interviewed.
13

 

 

III.2  Households’ demographic characteristics and sources of livelihood 

 

The rapid survey collected data on household demographic and socio-economic 

characteristics such as household size and sources of livelihood. Such information indicates 

households’ capacity to be economically active and cope with shocks. 

 

Household size 

 

The average size of a household in the sample is 4.9 members (Table 2). The aggregate 

numbers conceal differences among areas of residence, regions, and gender of the household 

head. Male headed households in the survey had on average 5 members relative to 4.75 

members among female-headed households. Similarly, the households interviewed in rural 

areas contained on average 5.6 members while urban households consisted of 4 members.  

 
Table 2. Household size distribution, by vulnerability, area and gender 1/ 

By HH vulnerability By area and HH head gender 

HH vulnerability No. of HHs Size (mean) SD Area/gender  No. of HHs 

Size 

(mean) SD 

no vulnerability 877 4.27 2.328 rural, female  280 5.35 3.034 

with orphan 267 6.37 2.857 rural, male  490 5.74 2.652 

with HIV member 134 5.66 3.044 urban, female  215 3.97 2.237 

with disabled 

member 56 6.36 2.806 urban, male  349 4.01 2.267 

Total 1334 4.92 2.699 Total 1334 4.92 2.699 

1/ Households with no vulnerability are those with no orphan, HIV or disabled member.   

 

Household size influences its welfare in two main – and opposing – directions. Welfare may 

rise with household size because of economies of scale and additional labor available for 

income generating activities. At the same, size possibly reduces welfare by increasing 

number of people for which the household needs to provide food, education or medical care.  

 

In Swaziland the welfare reducing effects of demands on household resources due to larger 

household are amplified by food insecurity, poverty and the highest HIV rate in the world. 

They outweigh the benefits of additional labor, especially one of the highest unemployment 

rates among African middle income countries. Indeed, households with no vulnerable 

member are smaller than those with orphan, HIV-infected, or disabled member (Table 2).  
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 Sample size calculation allows for a 95 percent confident level and 0.15 margin of error. 
13

 Households participated in face to face interviews based on a structured questionnaire, administered by 

trained research assistants. UN staff and a data collection coordinator conducted the field monitoring. 
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Sources of livelihood
14

 

 

Understanding the livelihood context is key for analyzing the transmission of the fiscal crisis 

to households. The households surveyed reported the following sources of livelihood, listed 

in order of importance: (i) formal wages, including for skilled labor; (ii) remittances; (iii) 

own agricultural production; and (iv) income from own business. Government transfers 

including pensions and income from informal trade were also substantial. The low share of 

own agricultural production among livelihood sources, which is below the share in most parts 

of rural Africa, is consistent with the study by the Food Economy Group (Boudreau, 2010). 

 

The fiscal crisis has reduced sources of household livelihood from December 2010 to 

November 2011. The number of livelihood sources decreased on average by 27 percent in 

households with HIV members, by 17 percent in rural households, and by about 13 percent 

among urban households (Figure 1c, Annex I).
15

  

 
Figure 5. Sources of livelihoods, in order of importance (% of all sources) 1/ 

 
1/ The numbers inside the graph indicate the share of households (in %) that listed the activity as a source of 

livelihood. Other sources included income from the informal sector, inheritance, begging, etc. Shares are un-

weighted, that is they are from the survey where the urban households were oversampled.  

 

Almost half of the households considered formal wages to be their most important livelihood 

source (Figure 5). Given the high prevalence of poverty in areas with low employment (e.g., 

Shiselweni), policies to support employment and the human capital accumulation are needed. 

At the same time, relatively few households mentioned their own enterprise as an important 

source of livelihood, pointing to the gap in this area. The importance of policies to encourage 

productive entrepreneurship thus cannot be overemphasized.  

 

Policies trying to strengthen and diversify sources of livelihood need to reflect the fact that 

sources of livelihood vary across the country (or the household type). For example, in urban 

areas (e.g., Manzini), where majority of households relies on formal wages, the focus should 

be on raising workers’ productivity and wages through training. Similarly, in Shiselweni, a 

region with very low employment rates, policies should focus on job and enterprise creation.  
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 Data are representative for rural and urban areas. In tables wherewith weighted figures (e.g., demographics, 

labor markets) differences from the un-weighted ones are small and do not substantively change results.  
15

 For some sub-groups, the number of livelihood sources actually increased during the fiscal crisis (6.2 percent 

of households), but share has been less than in households where the number of livelihood sources decreased. 
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III.3 Shocks experienced by households during 12 months prior to the survey  

 

The livelihood sources and their changes point to channels through which the fiscal crisis has 

likely impacted households. For example, households relying on own agricultural production 

will be affected by rising costs of agricultural inputs, while households relying on formal 

wages and enterprise income will be sensitive to the government arrears or changes in wage 

policies. The impact of the aggregate shock on the household’s welfare depends on (i) the 

size of the shock; (ii) the household’s exposure to it; (iii) government policies; and (iv) the 

household’s room for mitigating measures, including initial asset holdings.  

 

The shocks were categorized into overall shocks and those that worked through the labor 

market channel. First, households were asked if they had experienced an economic shock one 

year prior to the survey. If a household had experienced a shock, they were asked which 

economic shocks (e.g., rising food prices, job loss, rising cost of agricultural inputs) they had 

endured and to rank their importance.
16

 On the labor market channel of the crisis, the survey 

asked whether a household member lost a job, scaled down operations of his/her business, 

received salary cut, or was told that his/her job may be abolished or salary cut in the future.  

 

Overall shocks  

 

A large number of households – 27 percent of the 1334 surveyed -- experienced at least one 

shock during the twelve months prior to the fiscal crisis.
17

 Some were hit by multiple shocks 

– more than 10 percent dealt with two and about 4 percent with three shocks. Remittances 

from relatives, income from own business and government pension played greater role in 

transmitting the crisis than in households’ livelihoods in 2011 (Figure 6). 

 
Figure 6.  Household livelihood sources and shocks experienced in 12 months before the crisis (%) 1/ 

 
1/ Regional distribution of shocks is in Table1, Annex I.   

 

Household exposure to shocks varied with their residence and the specific type of shock. 

Rural households were hit more often than urban ones -- about 30 percent of rural and 22 

percent of urban households were hit by a shock in the 12 months prior to the survey (Figure 
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 A serious exogenous event may create significant demands on households’ resources without changing the 

way they live or provide for themselves. This survey defined as a shock an event that altered household’s ability 

to provide for itself, eat in the manner it was accustomed to or affected what the household owned. 
17

 Two thirds of households hit by a shock (i.e. about 20 percent of all households) listed economic shock 

related to the crisis as the most important one that hit them.  
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7). Other groups disproportionally impacted by shocks included female-headed households, 

households with members living with HIV and AIDS, and households with orphaned and 

vulnerable children (OVC).
18

  

 
Figure 7. Households that experienced at least one shock, by type of household (%)  
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Rising food prices were the most significant shock that hit households in 2011. An a 

additional 23 percent of affected households listed reduced labor income as the most 

noteworthy shock that hit them, while more than one out of five households cited sickness or 

death of a relative as the main cause of distress (Table 3).   
 

Table 3. Distribution of shock, by type (% of total) 1/ 

  

Prevalence of specific 

shock (% of total) 

In order of importance  

(% of total)  

  

1st 2nd  3rd  

Shocks related to the state of the economy 

      High food prices 23.9 25.4 29.3 3.7 

  Reduced labor income 21.9 23.2 17.9 22.2 

  High cost of agricultural inputs 12.5 6.2 16.4 40.7 

  Less transfers from government and relatives 3.4 2.5 3.6 9.3 

  Less credit from banks and relatives 2.1 1.4 2.9 3.7 

Other shocks 

      Weather shock, cattle disease 17.3 17.8 21.4 3.7 

  Sickness or death of relative  16.0 20.9 7.9 9.3 

  Increased thefts and violence 2.7 2.5 0.7 7.4 

1/ Shares are un-weighted. Shock is an event that altered household’s ability to provide for itself, eat as it was 

used to or affected what it owned. Households were asked to state 4 most important shocks and rank them.  

 

While food inflation has reached ‘only’ high single digits, its impact on households’ 

purchasing power has been amplified by rapidly rising fuel and transport prices. Food prices 

decreased the purchasing power of the poorest households as food accounts for a large share 

of their consumption basket. Urban households, who rely mostly on purchased food, were 

affected more severely than rural ones: 29 percent of urban households have listed high food 

prices as a shock that impacted them in 2011, relative to 21 percent of rural households.
19
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 Shock was defined as any unusual situation during the year that affected household’s ability to provide for 

itself, eat in the manner it was accustomed to or affected what the household owned.   
19

 This is consistent with observation that urban households have limited possibilities to grow their own food.  
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This is consistent with the observation that urban households have limited opportunities to 

grow their own food, even though some urban farming exists in Swaziland.   

 

Shocks through the labor market channel 

 

Almost one out of five households listed reduced income from labor (e.g., cut in wages, loss 

of employment, etc.) as the most important shock encountered in 2011. Among the various 

shocks – loss of jobs, wage cuts, reduced employment hours, and scaled down business 

operations – a loss of a job was the most frequent shock, experienced by 7 percent of 

surveyed households. About 4 percent of households with employed members had their 

wages cuts, and additional 2 percent saw their employment benefits being reduced in 12 

months before the survey (Table 4 and Figure 8).   
 

Figure 8. Labor market shocks, by area of residence and gender of household head (%) 1/ 
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1/ Weighted figures. Wage cuts are in percent of households with employed member(s). Category ‘future job 

loss or wage cuts’ refers to households where a member was his/her job or wage may be cut in the future. 

Regional information on labor market shocks is in Table 2, Annex I.  

 
Table 4. Labor market shocks, by household vulnerability and asset wealth (%) 1/ 

  Lost job 

Cut in 

business 

operations 

Wage 

cuts2/ 

Future cut in 

employment 

or salary 

 

Total 7.3 4.9 4.4 4.7 

Of which by vulnerability 

      HH with no vulnerability 6.3 4.6 3.6 5.2 

  HH with orphans 7.3 4.5 5.5 3.7 

  HH with HIV member 13.3 8.6 10.2 3.7 

Of which by asset wealth 3/ 

      Asset-poor 7.5 5.1 9.3 2.9 

  Asset-medium 8.0 5.1 2.7 4.8 

  Asset-rich 4.6 4.0 4.1 7.6 

1/ Weighted figures. 2/ In % of households with employed member(s). 3/ Asset wealth is defined by the number 

of different types of productive and/or non-productive assets owned by the household. 17 types of assets were 

considered. Households were: (i) asset poor when they own 0-4 different assets, (ii) medium when they own 5-9 

different assets; and (iii) rich when they own 10 or more different types of assets.   
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The incidence of labor market shocks varied across sub-groups. Households with members 

living with HIV took a heavier than average hit across all three types of the main labor 

market shocks (i.e. job loss, scaled down business and wage cuts). Households in urban areas 

and male-headed households were relatively often impacted by the job loss channel, while 

those in rural areas and female-headed households suffered more frequent wage cuts. A 

number of businesses scaled down their operations, reflecting weak domestic demand due to 

the fiscal crisis, significant arrears that government accumulated to the private contractors 

and sluggish recovery of South Africa, Swaziland’s main export destination and source of 

FDI. Most of the job losses, wage cuts and cuts in working hours occurred in the private 

sector, non-family owned, businesses. For the most part, government workers have so far 

remained shielded from the crisis’ impact. 

 

The survey shows that unemployment, the long-standing Achilles heel of the Swaziland 

economy, is likely to be on the rise. A household member lost jobs during December 2010 

and November 2011 in about 7 percent households. In 2011, unemployment thus may have 

risen by a few thousand people due to the fiscal crisis and other shocks. Male-headed 

households, households in urban areas and in particular in the Manzini region, and 

households with members living with HIV seem especially vulnerable to job losses.  

 

With wage cuts, reduced work hours and scaled down business operations, the numbers of 

working poor could swell, especially among rural female-headed households and households 

in Lubombo and Hhoho regions (Figure 8 and Figure 2, Annex I). These changes, which may 

impact several thousands of people, need to be assessed against the information in the recent 

MDG report, where 61 percent of population already lived in poverty (on less than $1.25 a 

day in PPP terms) and 29 percent suffered from food poverty. The crisis thus may reverse the 

recent progress in poverty reduction by pushing the ‘near poor’ over the poverty threshold.
 20

   

 

The survey findings have implications for the design of active labor market policies, such as 

job creation and training programs that Swaziland lacks. For example, focus on women alone 

in labor market programs may not be able to ensure additional economic opportunities for 

this somewhat over-looked group – interventions need to be nuanced. To be effective the job 

creating and entrepreneurship start up programs may need to target women in rural areas 

(for example in parts of the Shiselweni region) where female employment rates are low. 

Women in urban areas (in the Manzini region) with higher employment rates could benefit 

from training programs that would develop their skills and gain access to better paying jobs. 

Moreover, labor market regulations could encourage firms to examine options for wage cuts, 

working hours and employee benefits first, before resorting to retrenchments.  
 

The limited social protection systems prior to the fiscal crisis target specific vulnerable 

groups (OVCs, the elderly) and hence will not be able to cushion shocks and poverty from 

job losses and declining labor incomes due to the fiscal crisis.
21

 Therefore, new types of 

social protection that would also stimulate entrepreneurship and human capital 

accumulation are needed against shocks emerging during economic downturns. 

Unemployment insurance conditioned on participation in training programs is one example 

of such social protection scheme. Vulnerable groups such as households with members living 
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 The MDG Report by the Government of Swaziland (2010) and the UNDP and the CSO Report (2011) provide 

further information on distribution and evolution of poverty in Swaziland.  
21

 In some sub-sectors (e.g., manufacturing), unemployment has already risen during the GFC, on the account of 

lower trade with South Africa, whose economy was heavily hit by the GFC.  
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HIV may need specific types of protection geared to their needs, such as adequate nutrition 

and access to ARV medication.  

 

While the fiscal and the other crisis highlighted the necessity of comprehensive social 

protection system in Swaziland, including active labor market policies, it has also diminished 

the country’s fiscal space for such implementation. Hence restructuring and reprioritizing of 

the fiscal expenditures as well as raising new and sometimes innovative funding sources 

could help advance the social protection agenda in Swaziland.  

 

III.4  Households’ coping strategies 

 

If households cannot mitigate the above shocks (i.e. they are unexpected and households have 

no room for countering actions), the shocks translate directly into reduction in their 

consumption patterns and welfare.
22

 This part therefore covers coping mechanisms that 

households employed to minimize the impact of shocks on their welfare, measured as 

consumption of non-durable goods (food) and social services. These can be divided into: (i) 

budget management strategies (e.g., relying on less expansive food, changing the mode of 

transport); (ii) income generating strategies (e.g., borrowing, selling assets, migrating for 

work); and (iii) utilizing social assistance. The information on coping mechanisms helps 

inform policy responses to mitigate the impact of the current crisis and develop social 

protection schemes against future shocks while strengthening livelihood sources.  

 

Budget management strategies 

 

Given the underdeveloped financial markets, high unemployment and the lack of social 

assistance systems, households relied mostly on budget management strategies in countering 

the shocks encountered during the 12 months before the survey. With the high prevalence of 

food poverty, households focused mainly on provision of food for members. The most 

frequent method was reallocating food consumption funds to less expensive items, utilized by 

almost half of the households, and one third of these households did so daily.
23

 Households 

also frequently borrowed food or purchased it on credit (Table 5).
24

 A switch to a less 

expensive transport mode was also common, especially in urban areas where it was adopted 

by one out of five households (Figure 3, Annex I) and among households with members 

living with HIV (Table 6). 

 

 Differences in ways in which households adjusted their budgets appeared across subgroups, 

with almost 60 percent of female-headed households in rural areas having resorted to 

substituting regular food items for cheaper ones. In rural areas and especially among female-

headed households, this coping mechanism was supplemented by other budget management 

methods, such as gathering of wild food and harvesting immature food. Consistently with 

their lack of employment opportunities and access to credit, rural female-headed households 

have often turned to borrowing food and/or sending household members to beg for it.  
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 The division between coping strategies and welfare impacts is to some extent arbitrary. In this report, coping 

strategies are measures aiming at smoothing consumption.  
23

 One out of four households substituted cheaper food several times a month, one out of six households once or 

twice a week, one out of four households three to six times a week, and one out of three households did so daily.  
24

 One third of households who borrowed food did so daily, while one out of seven borrowed 3-6 times a week.  
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Households with members living with HIV across the country emerged as another group 

especially vulnerable to the impact of the fiscal crisis and other economic shocks.
25

 Having 

endured frequent shocks to labor income, households with an HIV member have also 

employed more intense coping strategies, namely they have: (i) relied more often than non-

vulnerable households on less expensive meals or skipped meals all together; (ii) switched to 

cheaper modes of transport to save money; (iii) resorted more to migration to find work, 

applicable especially to rural households; and (iv) frequently sold assets.  

 
Table 5. Changes in food provision, by area of residence and gender of household head 

 

  

Relied on less 

expensive 

foods 

Borrow 

food 

Purchase 

food on 

credit 

Gather wild 

food 

Send HH 

members to 

beg 

Harvest 

immature 

food 

  

 (percent) 

Rural Male head 52.0% 33.2% 18.8% 27.2% 7.4% 10.1% 

 Female 

head 59.0% 45.9% 20.1% 39.9% 12.3% 10.1% 

 Total 

Rural 54.8% 38.2% 19.3% 32.3% 9.4% 10.1% 

Urban Male head 35.1% 12.5% 7.1% 5.1% 1.7% 1.4% 

 Female 

head 48.0% 20.1% 11.8% 8.8% 3.4% 3.4% 

 Total 

Urban 40.4% 15.6% 9.0% 6.6% 2.4% 2.2% 

 
Table 6. Households that changed mode of transport, by vulnerability 1/ 

  

From car to 

public transport 

From public 

 transport to walking 

(percent) 

Total 3.5 10.8 

By vulnerability 

    HH with no vulnerability 2.6 8.8 

  HH with orphans 4.1 12.0 

  HH with HIV member 6.7 18.7 

1/ The change occurred in the past 12 months before the survey and its purpose was to save money. 
 

Coping strategies index 

 

The intensity of household coping strategies for dealing with shortages in food supply can be 

assessed with help of the ‘coping strategies index’, which measures behavioral responses of 

households that do not have enough money to buy food or cannot access it. The index 

categories include (i) dietary changes to less preferred or cheaper food; (ii) non-sustainable 

behavior such as purchasing food on credit, begging; (iii) rationing food by cutting portions, 

reducing number of meals per day and/or skipping meals for an entire day.
26

 The results are 

consistent with the observations that more vulnerable households (e.g., with HIV members 
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This sub-group is also more likely than others to experience sickness or death of income-earning relative. 
26 The food rationing methods, discussed in the welfare section, are part of the index for comprehensive 

measuring of the behavioural responses to food shortages. Frequency weights are based on how often the coping 

strategy was adopted: daily = 7; often = 4.5; sometimes = 1.5; seldom = 0.5; never = 0.  
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and orphans, female-headed) have adopted more intense coping strategies in order to secure 

food (Table 7). 

 
Table 7. Coping strategies index for household behavioural responses to food shortages 1/ 

By gender of household head   By area of residence 

Gender Mean 

Standard 

deviation 

No. of 

HHs Area Mean 

Standard 

deviation 

No. of 

HHs 

Male 13.1 23.13 839 Rural 19.9 27.4 770 

Female 19.1 27.40 495 Urban 8.3 18.4 564 

Total 15.5 25.10 1334 Total 15.0 24.7 1334 

 

By region By household vulnerability 

Region Mean 

Standard 

deviation 

No. of 

HHs HH Vulnerability Mean 

Standard 

deviation 

No. of 

HHs 

Hhohho 16.3 25.2 346 no vulnerability 12.0 20.4 877 

Manzini 14.3 24.1 396 with orphan 20.2 29.4 267 

Shiselweni 11.0 18.7 277 with HIV member 24.0 35.4 134 

Lubombo 18.1 28.8 315 with disabled member 16.1 22.6 56 

Total 15.0 24.7 1334 Total 15.0 24.7 1334 

1/ Higher index indicates more frequent and/or severe coping strategies against shortfalls in food supply.  

 

Income generating strategies 

 

Households have faced numerous challenges when trying to generate additional income to 

counter shocks experienced in 2011. With persistently high unemployment and a 

deteriorating economic situation, options for finding additional employment were limited. 

The rigid business environment has hampered entrepreneurship, while the underdeveloped 

financial sector has constrained formal borrowing. Consequently, households have resorted to 

alternative strategies, including migrating for work from rural to urban areas, informal 

borrowing, and selling assets.  

 

Migrating for work 

 

Migrating to find work continues to be a common way to cope with shocks, especially for 

rural households and those with orphans and HIV members (Figure 4, Annex I). Having 

particularly constrained opportunities to find jobs, almost one out of five rural households 

had a member who migrated to find work during the six months prior to the survey. Frequent 

migration for work among rural households – especially from the Shiselweni and Lubombo 

regions – combined with a low contribution of remittances to household livelihoods highlight 

the need for creating jobs and supporting entrepreneurship in rural areas.  

 

Borrowing 

 

Borrowing has been the most applied income generating option, utilized by about 20 percent 

of households in both rural and urban areas. Given the low financial depth of the economy,
 27

 

                                                           
27

 Financial depth is measured by the ratio of the private sector credit to GDP. Swaziland’s share in 2009 was 

below the average not only middle income countries, but also low income countries. 
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borrowing from formal institutions has been minimal, adopted only by less than 2 percent of 

interviewed households during the three months before the survey. The access to formal 

credit is especially limited in rural areas, where less than one percent of households received 

a formal loan. Informal borrowing from friends, relatives and the informal institutions was 

used by about 18 percent of households surveyed, but at a heavy borrowing cost (Table 8).
 28

 

 
Table 8. Access to credit, by areas of residence and gender of household head (%) 

  

HH that 

borrowed  

money 1/  

HH that 

borrowed from 

formal inst. 

HH turned 

down for 

loan in 

2011 

of those HH 

that defaulted 

in 2011 

HH turned 

down for 

loan in 

2010 

of those HH 

that defaulted  

in 2010 

All  HH 20.7% 1.5% 2.6% 17.7% 1.7% 5.5% 

By area of residence 

     Rural  21.1% 0.3% 1.6% 8.2% 0.9% 0.0% 

Urban 19.8% 4.1% 4.6% 24.6% 3.2% 8.9% 

By gender of HH head 

Male head 19.6% 1.4% 2.4% 6.2% 1.4% 0.0% 

Female head 22.5% 1.7% 2.8% 33.3% 2.0% 11.7% 

1/ In 3 months before the survey.  

 

    On a positive note, the limited financial depth and relatively low household debt to the formal 

financial sector have reduced household vulnerability through the financial channel when the 

crisis hit. However, the formal financial sector was also ineffective in cushioning households 

from the crisis’ impact, in fact the access to credit may have been even more restricted as a 

result of the fiscal crisis. One indication of more restrained access to credit in 2011 was the 

somewhat larger share of households turned down for credit from a formal financial 

institution in 2011 than in 2010. The survey also pointed to rising default rates across 

households who were turned down for a loan in 2011, with defaults concentrated among 

households in rural areas and female-headed households.  

 
Table 9. Use of borrowed funds, by household vulnerability and area of residence 

  Food health care education agr. inputs 

(in percent of households that borrowed) 

Total 33.7 9.7 20.0 7.0 

By vulnerability 

   HH with no vulnerability 34.6 5.0 20.9 6.2 

HH with orphans 27.5 13.9 28.6 6.2 

HH with HIV member 32.1 22.8 9.5 5.8 

By area  

    rural 36.6 12.1 17.0 9.6 

urban 26.9 4.5 26.9 1.0 

 

Regarding the purpose of borrowing, most households borrowed for basic goods such as 

food, education and healthcare, with different groups exhibiting varying priorities. For 

example, households in rural areas borrowed most often for food, while urban households put 
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 Given the small size of sample pertaining to credit questions, data in Table 4 are only indicative and these 

observations are not conclusive. Nevertheless, they are consistent with finding of the recent FinScope survey for 

Swaziland which pointed out very low financial inclusion in terms of households’ access to formal credit. 
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a high priority on education. The use of borrowed funds reflected households’ vulnerability: 

households with a member living with HIV borrowed almost more than twice the average for 

health care, while households with orphans borrowed most often for education (Table 9). 

Overall, the limited borrowing has contributed to households’ adopting alternative and 

possibly damaging coping strategies, such as cuts in food consumption or use of social 

services (sections below). 

 

These findings, while only illustrative and not conclusive given the low number of borrowers 

among the surveyed households, reiterate that raising financial inclusion and access to 

formal credit should be high on the poverty reduction policy agenda. Beyond the role of 

credit as a shock absorber during the crisis, the access to rural credit could contribute to 

raising productivity in agriculture, while the increased access to finance by SMEs could 

facilitate private sector development in high value-added industry or services.  

 

The new and innovative financing methods can go a long way in reaching financial inclusion. 

Examples include the utilization of biometric technology to raise repayment rates (as was 

done on a pilot basis in Malawi) or the use of psychometric tests of loan applicants’ 

willingness to repay loans that the Standard Bank intends to roll out in 2012 in Swaziland and 

other countries in Southern Africa, after having done so in East Africa. 

 

Selling assets 

 
Table 10. Selling of assets, by household vulnerability and area of residence 1/ 

  to buy food to pay for healthcare to send children to school 

(percent of relevant households) 

Total 3.6 1.9 2.3 

By vulnerability 

   HH with no vulnerability  2.6 1.1 1.7 

HH with orphans 4.5 2.0 2.5 

HH with HIV member 7.9 6.9 5.9 

By area 

   Rural 5.0 2.6 2.9 

Urban 1.7 0.9 1.4 

By region 

   Hhoho 3.1 1.9 1.9 

Manzini 4.7 2.4 2.7 

Shiselweni 4.8 2.9 2.9 

Lubombo 2.1 0.4 1.7 

By asset wealth 1/ 

   Asset-poor 3.9 1.3 1.9 

Asset-medium 4.6 3.3 3.3 

Asset-rich 2.2 2.2 2.2 

1/ Asset wealth is a composite measure defined as in Table 4.  

 

 With constrained credit and jobs, some households have been selling assets to buy food, 

provide education or pay for health care. While this has not been common across all 

households, some vulnerable households (e.g., with members living with HIV, in rural areas) 

have adopted this method relatively frequently (Table 10). For example, the most common 
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reason for selling assets – to buy food — was utilized by almost 8 percent of households with 

a member living with HIV.  

 

The inclination to sell assets varied also with asset ownership. Households with medium asset 

wealth were somewhat more inclined than others to sell assets to provide for basic goods.
29

 

While asset-poor households did not have enough assets to sell, asset-rich ones were able to 

use alternative strategies to address shocks such as borrowing or establishing own enterprise.  
 

Social protection schemes 

 

Besides OVC grants, support to people living with HIV and AIDS, old age pensions and 

transfers during the droughts or food emergencies, social protection schemes in Swaziland 

remain underdeveloped.
30

 Only 7 percent of households surveyed reported receiving relief 

from social protection schemes. Moreover, about half of these households received less social 

assistance in 2011 than in 2010, pointing to the missing counter-cyclical role of the 

schemes.
31

 On a positive side, targeted social assistance has been reaching some vulnerable 

groups (with HIV members and orphans), who have benefited more than others (Table 11). 

 

Table 11. Households that received social assistance in 2011 1/ 

Region % HH vulnerability % 

Gender of 

household head % 

Hhoho 9.8% HH with no vulnerability 4.9% Male  6.6% 

Manzini 7.8% HH with orphan  10.9% Female 8.3% 

Shiselweni 6.5% HH with HIV member 14.9% TOTAL 7.4% 

Lubombo 5.1% …. 

 

… 

 1/ Social assistance considered in the survey included transfers of money, clothes, food, or housing by the 

government, NGOs, private sector or other entity (other than friends and relatives).  

 

In sum, social assistance has been a minor part of households´ livelihood sources in 2011 

(and mostly not sufficient against major shocks such as the fiscal crisis or rising food prices. 

Large share of the assistance received tends to be in-kind, in the form of food. Moreover, the 

current schemes have not provided social protection for ‘new poor’ such as households that 

may have entered poverty due to adverse shocks. These gaps combined with more frequent 

occurrence of aggregate shocks, stemming also from more fragile global economy, suggest 

that the social protection schemes in Swaziland need to be further developed. 

  

Besides insurance, social protection schemes would preferably also help households rebuild 

their livelihoods (AfDB, AU, ECA and UNDP, 2011). Active labor market policies (ALMP) 

that would build human capital as well as provide unemployment insurance could go a long 

way in this regard. More broadly, developing social protection schemes that would play 

counter-cyclical role and help the vulnerable groups build their productive assets before the 

next crisis strikes should feature prominently on Swaziland’s poverty-reduction agenda.  

 

                                                           
29

 17 assets considered in this survey were: furniture, TV, bicycle, agricultural goods, radio, washing machine, 

refrigerator, computer, stove, satellite receiver, vehicle, motorcycle, sewing machine, three legged pot, mobile 

phone, tractors, CD/DVD player. Ownerships of all assets were weighed equally in the composite index.  
30

 Social protection was defined as transfers against life-cycle risks (childhood and old age) and livelihood risks 

(unemployment, poor agricultural production). The emphasis was more on the transfer part of the protection 

schemes, rather than their risk management functions as defined in AfDB, AU, ECA and UNDP (2011).  
31

 Kasekende et al. (2010) discuss counter-cyclical policies in Africa as a response to the global financial crisis.  
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III.5  Households’ welfare  

 

The fiscal crisis has impacted household welfare mostly through changes in consumption of 

non-durbale goods (food) and durable goods (health and education services). While most of 

the changes in food consumption patterns of are only temporary, they can have permanent 

effects, especially for children. Changes in consumption patterns in health and education are 

likely to have more lasting impacts on the households’ welfare.  

 

Food consumption 

 

The evidence on food consumption patterns, as depicted in the survey, points to households 

under stress as the fiscal crisis compunded imapct of the rising food prices.
32

 For example, 

almost half (46 percent) of adults and one third of children consumed two or less meals per 

day in early November 2011 (Figure 8a). These figures, which exceed the food poverty rate 

estimated at 29 percent of population in 2010, are high by any standard but especially for a 

middle income country. Put differently, starting from an already weak situation, food security 

seems to have deteriorated in 2011 as households have been coping with the consequences  

the fiscal crisis combined with the rising food prices. As expected, households that were 

eating 2 or less meals a day were hit by a shock more frequently than households who 

consumed three or more meals per day (Figure 8b). 

 

Table 12. Changes in food consumption, by area and gender of household head 1/ 

    

Relied on less 

expensive meal 

Limited food 

portions 

Cut # of 

meals 

Skipped meal 

for entire day 

Cut adult 

consumption so 

children can eat 

  

(percent) 

Rural Male head 52% 49% 46% 20% 7% 

 Female head 59% 58% 61% 36% 12% 

 Total Rural 55% 52% 52% 27% 9% 

Urban Male head 35% 25% 24% 12% 2% 

 Female head 48% 40% 41% 12% 3% 

  Total Urban 40% 31% 31% 12% 2% 

1/ Households that adopted these changes to their food consumption did so with varied frequency. For example, 

16 percent of households relied on less expansive meals on a daily basis, while another 11 percent did so 3-6 

tiems a week. 6 percent of households limited portions and 5 percent reduced number of meals daily 
 

Signs of severe coping strategies and food consumption deterioration have emerged in 

response to the weakening economy. Besides reliance on less expensive meals among half of 

rural and 40 percent of urban population, meals were skipped for the entire day in more than 

one out of four rural households and almost one out of eight urban households. About half of 

rural households and one third of urban households have cut the number of meals or meal 

portions. One in eleven rural households has tried to safeguard nutrition of children by 

cutting the food consumption of adults (Table 12). The impact of the deteriorating economic 

situation on food consumption has been pronounced among rural households, especially 

female-headed ones and households with orphans (or members living with HIV).
 33

   

                                                           
32

 Almost one out of four households mentioned the rising prices as the most important shock that hit them. The 

impact of rising prices on household level welfare in Africa is discussed in Conceição et al. (2011).   
33

 The aggregate numbers on food consumption changes are depicted in Figure 5 Annex II. Other consequence 

of deteriorating economic situation has been rising violence (Table 4, Annex I).  
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Figure 8a. Cumulative distribution of number of meals per day for adults and children (%) 1/  
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1/ The survey asked how many times did the adults (defined as ages 18 or above) and children (ages 5-17 years) 

in the household eat the day prior to the survey (i.e. early November 2011). Answers were obtained for adults in 

1332 households and children for 1194 households with children. 1 refers to 1 or less meals per day.  

 

Figure 8b. Distribution of number of meals per day and occurrence of shocks 1/ 
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1/ Adults are defined as ages 18 or above and children as ages 5-17 years. Answers were obtained for 1332 

households with adults and 1194 households with children. 1 denotes that household experienced at least one 

shock during 12 months before the survey, 0 denotes no shocks. 1 refers to 1 or less meals per day. 
 

Access to social services 

 

With tightened government budget and weakened service delivery systems, Swaziland’s 

fiscal crisis has also constrained access to social services. Specifically, one out of five 

female-headed households in urban areas and one out of seven households with members 

living with HIV have reduced educational expenditures. Among those, almost two thirds of 

households reduced educational costs (i.e cut on books, etc.), almost one fifth withdrew 

children from school and more than ten percent moved children to a school of lower quality 

(Table 3, Annex I). Children residing in rural areas were more likely to be withdrawn from 

school compared to children in urban areas (in 21 and 13 percent of households, 

respectively). Cuts in health expenses was less prevalent, with one out of twenty households 



29 

 

using this measure; urban female-headed households and those with members living with 

HIV had again more reduced access to health services than others (Table 13 and Figure 9).  

 

Figure 9a. Cut in education expenditures Figure 9b. Cut in health expenditures 

  
 

Table 13. Households that cut education or health expenditures, by vulnerability 

 

Cut education 

expenditures 

Cut health 

expenditures 

(percent) 

Total 12.2 4.5 

By vulnerability 

  HH with no vulnerability 11.5 4.1 

HH with orphans 11.8 4.9 

HH with HIV member 15.0 5.1 

 

III. Conclusions and policy recommendations 

 

In sum, the survey has shown that aggregate shocks such as the fiscal crisis compounded by 

rising food prices can severely impact poorer households and also vulnerable groups such as 

households with members living with HIV or female-headed households in rural areas. Given 

the underdeveloped financial markets and formal social assistance schemes in Swaziland, the 

transmission to these groups occurs mainly through lower households incomes (e.g., job loss, 

asset reduction, poorer prospects for employment and own firm creation, and reduced access 

to credit). In turn, the reduced incomes constrain these households’ opportunities to maintain 

their members’ food consumption, access to social services and human capital.  

 

Experience from other developing countries suggests that reduced access to social services 

may have a lasting impact on the quality of people’s lives and even increase child and 

maternal mortality (Mendoza, 2009; Baird, et al. 2007). In Swaziland, the series of crises 

(rising fuel and food prices in 2008/09, global financial crisis of 2009 and the fiscal crisis of 

2010/11) could reverse progress to MDGs, especially in poverty and food security, health and 

education. Of special concern is the impact on vulnerable groups such as people with HIV 
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and AIDS and OVCs, as interruptions in access to food, health and education may have 

permanent effects on their welfare. Effective go 

vernment and donor response is key to help households overcome impacts of the current 

crisis and respond to future shocks. 

 

The United Nations (UN) family – which has expertise and engagement in a range of areas – 

is ready to work with the Government and people of Swaziland in this endeavour. The UN 

Development Framework Assistance Framework (UNDAF), which guides the UN’s activities 

for 2011-2015, addresses key strategic issues, while being grounded in the human rights 

based approach to development.  

 

It is hoped that the empirical evidence and policy recommendations in this report will provide 

the impetus to the UN System, the government, development partners, civil society and the 

private sector to promptly ensure that programme interventions respond to the impact at 

household, community, regional, and national level. This might imply some adjustments or 

flexibility to agencies’ work plans, forging new alliances and partnerships and strengthening 

the ‘Delivering as One’ approach in order to respond effectively to the impact of the crisis.  

 

Besides social safety net measures geared to mitigate the immediate impacts of the crisis on 

the most vulnerable, the evidence from the rapid assessment points to the need for medium 

and long term strategies. As a key cause of the crisis, the weak public sector management 

needs to be strengthened while the transparency and accountability in public budgeting and 

expenditure processes should improve. Finally, the crisis has also reiterated the 

interdependence between the public and the private sectors. Hence developing the private 

sector that would be independent of the government and drove the job creation in the country 

tops the economic policy agenda. Similarly, the importance of development of  a national 

policy on employment and the need to address the high youth unemployment are priorities. 

 

Throughout the crisis, the government has tried to adhere to human rights for some of the 

most vulnerable populations (e.g., OVCs, elderly). Should the crisis deepen further, the 

demand for the right to emergency nutrition, health and education will rise. In these 

circumstances, the government should keep the social spending so as to further develop the 

existing human capital, which is key for reaching high and inclusive growth path.   

 

Box 1. Policy Recommendations  Based  on Rapid Assessment -- Actions 

 

1. Fiscal policies – to improve fiscal management and prevent future crisis 

 

 Strengthen public financial management. Establish a multi-year expenditure rule, to 

increase efficiency of spending and move to counter-cyclical policy as soon as 

improved financing conditions allow. The rule should be incorporated in a medium 

term budgetary framework, as a basis for annual budgeting.  

 

 Improve domestic revenue collection to increase space for priority social and 

investment outlays. Simplify the tax system (also by removing various exemptions) 

and gradually reduce income tax rates to foster growth.  

 

 Develop further domestic government bond markets to efficiently finance the deficit. 

Find additional and innovative sources of financing, including public-private 

partnerships, securitization of remittances, infrastructure bonds, others. 
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2. Labor market and SME policies – to facilitate decent employment and inclusive growth 

 

 Develop active labor market policies, also with human capital accumulation 

component (e.g., job search assistance, training programs). Consider subsidizing 

skilled employment in priority, high value-added sectors (ICT), with focus on youth. 

Expand the existing and build new training programs for entrepreneurship and basic 

business skills, putting priority on vulnerable groups (female-headed and rural 

households, youth). 

 

 Re-examine the existing labor market regulations with a view to provide incentives 

for cutting wages and work hours as a response to falling profits rather than laying off 

workers, to preserve skills and safeguard livelihoods. Align the growth of public 

sector wages with productivity so as not to undermine private sector development.  

 

 Facilitate entrepreneurship and SMEs with access to credit through innovative 

financing instruments utilizing modern technology. Support inclusion of financially 

excluded groups – rural and female-headed households -- with training on financial 

literacy, bankable proposals, savings, etc. 

 

3. Social protection schemes 1/ – to reduce inequalities, mitigate risks and build livelihoods 

 

 Develop social protection schemes against livelihood risks that would play counter-

cyclical role and help build productive assets of the vulnerable. Examples include 

public work programs, developing formal social health insurance scheme and 

improving targeting of the existing one, developing unemployment insurance 

conditional on training participation. 

  
 Strengthen schemes against life-cycle risks, for example for OVCs. Evidence points 

to effectiveness of (conditional and unconditional) cash transfers in raising enrolment 

and school attendance; conditional transfers hinge on government’s ability to monitor 

and ensure compliance.  

 

 Develop additional HIV-sensitive social protection schemes, targeting and 

empowering vulnerable groups. Obtain ‘social vaccine’ against HIV through 

education and knowledge. Strengthen livelihood sources (employment) especially in 

households with members living with HIV.  

 

 Develop social protection schemes to increase food security. Social protection 

includes public interventions and initiatives that support individuals, households and 

communities in their efforts to prevent, mitigate, and overcome risks and 

vulnerabilities and enhance their social status. Such mechanisms could include both 

sectoral measures (e.g., in health, nutrition) and safety nets (cash transfers, food 

transfers, price subsidies, food-for-work, cash-for-work, and others). To distinguish 

between transitory and chronic food insecurity, design and implementation of such 

measures can draw on VAC and other available evidence.  

  

1/ In the literature on social protection, these schemes are defined as policies and interventions that 

allow people to reduce, mitigate, cope with and recover from risk so that their livelihoods become less 

insecure. 
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ANNEX I. FIGURES AND TABLES 
 

FIGURES 

 
Figure 1a. Sectoral Contributions to Growth Figure 1b. Export vs. Demand-led Growth (%) 

  
Source: Authors’ calculations based on the UN national accounts statistics. 

 

 

Figure 1c. Changes in sources of livelihood (% of relevant households) 
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Figure 2. Labor market shocks, by region (% of regional households) 
 

Figure 2a. Lost jobs (%)    Figure 2b. Scaled down business (%) 

  
 

Figure 2c. Cut in wages (%)    Figure 2d. Possible future job or wage cut (%) 

   
 

 

Figure 2e. Sector of job loss and reduced hours (%)  Figure 2f. Sector of wage cut (%) 

  `  
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Figure 3. Coping mechanisms 
 

Figure 3a. From car to public transport  Figure 3b. From public transport to walking 

  
 

Figure 4. Migrating for work, by area of residence, region and household vulnerability (%) 

 
 

Figure 5. Impact on households’ welfare/food consumption (percent) 
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TABLES 

 

Table 1, Annex I. Households that incurred shock in 12 months before the survey, by region  

  Total Hhoho Manzini Shiselweni Lubombo 

Shocks related to the state of the economy (percent) 

  High food prices 10.2 9.0 12.9 10.8 7.6 

  Reduced labor income 9.2 8.8 9.6 8.6 11.1 

  High agricultural inputs 5.2 5.8 4.8 4.0 6.3 

  Less transfers from government and relatives 1.4 1.8 1.3 1.5 1.3 

  Less credit from banks and relatives 0.9 1.2 1.1 1.1 0.3 

      Other shocks 

       Weather shock, cattle disease 7.3 8.7 6.8 8.7 5.7 

  Sickness or death of relative  6.7 6.4 6.3 6.1 8.3 

  Increased thefts and violence 1.1 1.2 0.6 1.5 2.0 

Source: Authors’ calculations based on the data obtained from survey of 1337 households. 1/ Shares are un-

weighted, with over-sampled urban population. Shock is an event that altered household’s ability to provide for 

itself, eat as it was used to or affected what the household owned.  

 

Table 2, Annex I. Labor Market Channel of Crisis Transmission, by Regions 1/ 

  Lost job 

Cut in business 

operations 

Wage 

cuts 

Future employment 

and salary 

 

(percent) 

Total 7.1 5.1 3.9 5.3 

By region 

      Hhoho 6.1 7.2 6.1 3.2 

  Manzini 8.6 4.1 4.0 5.1 

  Shiselweni 6.1 5.4 0.6 9.7 

  Lubombo 7.3 3.8 6.0 3.8 
Source: Authors’ calculations based on the data obtained from survey of 1337 households. 1/ Shares are un-

weighted, with over-sampled urban population.  

 

Table 3, Annex I. Way households reduced education expenditures  

 

  

Transferred 

children to school 

of lower quality 

Withdrew 

children from 

school 

Reduced education 

cost (books, etc.) 

 

(percent) 

Total 11.1 18.0 63.9 

By area  

   Rural 10.9 21.0 68.4 

Urban 11.6 12.7 56.1 

By gender of HH head 

   Male 11.4 19.9 63.8 

Female 10.8 15.6 64.0 

 



37 

 

Table 4, Annex I. Households that experienced increased violence in 2011 vs. 2010 (%) 

Region % HH vulnerability % Area % 

Hhohho 6.1% HH with no vulnerability 5.6% Rural 4.8% 

Manzini 4.3% HH with orphan  4.5% Urban 8.0% 

Shiselweni 11.9% HH with HIV member 9.7% TOTAL 6.2% 

Lubombo 3.5% HH with disabled member 14.3%     
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ANNEX II – SAMPLING AND DATA COLLECTION 

 

Sampling process 
 

2-stage sampling process (geographical and household) was applied to derive the households 

to be surveyed. First, the sample size has been calculated using the following standard 

formula for calculating cluster sampling. It is based on unemployment rates for regions 

obtained from the recently issued 2010 Labour Force Survey. 

 

n = [ 4 (r) (1-r) (f) (1.1) ]     (AII.1) 

   

[ (0.15r)2 (p) (nh) ] 

 

In formula (AII.1) n denotes the required sample size, expressed as number of households; 4 is 

the factor to achieve the 95 per cent level of confidence; r is the proportion of unemployment 

per region; 1.1 is the factor necessary to raise the sample size by 10 per cent for non-response; 

0.15r is the margin of error to be tolerated at the 95 per cent level of confidence, defined as 15 

per cent of r (relative margin of error of r); p is proportion of the total population upon which 

the indicator, r, is based; and nh is the average household size = 4.5.  

 

The allocation of the sampled enumeration areas (EAs) in each region to the rural and urban 

strata was proportional to the number of households. Since the urban areas have less 

households and EAs than the rural areas, an oversampling of EAs and households in the urban 

was incorporated to obtain an adequate sample in urban areas.
34

 In each cluster 15 households 

were sampled resulting in a total of 1,372 households and 91 EAs. Households in each EA were 

selected using probability proportion sampling method. A list of households selected through 

this method is available from the authors of the report. 

 

Table 1, Annex II. Selected EAs and households per region located in urban and rural areas. 

Source:  Authors’ calculations based on the above methodology. 

Field data collection 

 

Data collection was done from November 14 – November 28, after data collectors were 

trained by the UN staff and the questionnaire tested during November 8 – 10. Surveys were 

conducted by 4 teams of data collectors (with 5 members each), under the guidance of data 

collection coordinator. UN staff conducted several field trips to oversee the process.  

                                                           
34

 This is important since the first impact of the crisis is likely to work more through the urban areas than the 

rural ones, given that employment and wages constitute an important channel of transmission.  

Regions Number of EAs             Number of households 

Total Rural Urban  Total Rural Urban 

Hhohho 23 14 9 343 206 137 

Manzini 26 16 11 395 237 158 

Shiselweni 20 12 8 295 177 118 

Lubombo 23 14 9 340 204 136 

Swaziland 91 55 37 1,372 823        549 
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Approval to conduct the survey was sought from the relevant authorities. Prior to visiting 

households, authorities within constituencies (Tinkhundla) were informed about the survey 

and their consent obtained to work in EAs located within. Consent was sought from each 

household head (anyone responsible for household) to take part in the interviews, using a 

consent statement that was read and understood by the household head. It was also clarified 

that refusing to participate did not jeopardize access to services or information of any kind to 

any community or individuals. 

 

Household distribution in the actual survey 

 

As a result of the above procedures and realities in the field, 1334 households were surveyed 

(97% of those sampled). The composition of households surveyed in the Rapid Assessment – 

by region, vulnerability type and gender of household head – is depicted in Table II.  

 
Table II, Annex II. Household demographic characteristic -- by region, gender and vulnerability 

By region By HH vulnerability HH head gender 

Region 

No. of 

HHs % of total HH Vulnerability 

No. of 

HHs 

% of 

total gender 

No. of 

HHs 

 % of 

total 

Hhohho 346 25.9 no vulnerability 877 65.7 Male  839 62.9 

Manzini 396 29.7 with orphan 267 20 Female 495 37.1 

Shiselweni 277 20.8 with HIV member 134 10 ... ... ... 

Lubombo 315 23.6 with disabled member 56 4.2 ... ... ... 

Total 1334 100.0 Total 1334 100.0 Total  1334 100.0 
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