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Smallholder farming, poverty and markets
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Vicious circle of poverty
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Program and data

* Lesotho CGP is an unconditional social cash transfer targeted to poor and vulnerable
households

* Eligibility of HHs in the village was based on PMT and community validation

* Transfer value originally set at 360 LSL ($36, 1S79) quarterly. From April 2013 indexed to
number of children (360-750LSL)

e Study design based on community-randomized controlled trial implemented in 96

electoral divisions.
* Longitudinal study with BL in 2011 and FU in 2013
e Sample size of 1353 HHs (2706 obs) almost equally distributed

* Randomization successful
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Economic and productive impacts
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Empirical strategy

* Mean Effects
* Constant ATE

)\//l’ =a+ﬂXl-+5Di+£l-
* ATE as a function of x: CATE

Parametric
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Semi-Parametric
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* Quantile Effects - QTE
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Outcomes and covariates

* Gross margin - relative measures of profitability: value of production
netted of the corresponding production costs and divided by some

measure of capital

* Crop (CrGM) — value of crop production divided by the area of operated land
* Livestock (LvsGM) - value of livestock production divided by the number of Tropical Livestock Units

* Covariates — household size, share of female-headed HHs, age and
education of HH head, dependency and sex ratio, operated land, irrigated

land, TLUs, tractor use, shocks at community of floods and droughts,
district dummies



Covariates balance
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Results

* Constant ATE

_ Gross margin (crop m

ATT 646.72%* [304.67] 289.06* [169.80]

* ATE as a function of x: CATE
* Parametric

 lcrossmargin(crop) | Grossmargin (ivst)
-42.786  (90.726)  -185.177* (90.513)
-12.015  (16.544)  -7.574 (8.059)
-19.997  (101.811) -1.630 (54.509)
-145.638*  (59.009)  36.613 (38.523)
172.678  (194.006) -18.999  (68.863)
7907  (175479) -38.864  (147.395)
5.664*  (2661) 1891  (1.693)
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Results

*  Semi- Parametric
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* (Quantile effects
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Conclusions

* In terms of heterogeneity across subgroups defined by baseline observed
characteristics, we highlight that households with sufficient labor
capacity (dependency ratio below 3) and with sufficient land endowment
(at least 2 ha) experience bigger increases in crop profitability.

* A minimum of two years of schooling and two TLUs also come out as
thresholds above which recipients reap greater increases of crop
profitability from the extra liquidity provided by the program.

* Increases in crop profitability kick in only above a level of per capita
consumption expenditure of 100 LSL.

* |n the livestock sector, impacts on the gross margin are greater for
households with a dependency ratio above 3 and no more than 2 ha of
land, which is the exact opposite profile of those that benefit more in the
crop sector.



Conclusions

 The program leads to greater increases in livestock profitability for those with
at least 0.8 TLUs approximately and a level of per capita consumption
expenditure or LSL 160, underlining the idea of some minimum endowment
in order to productively benefit from the cash transfer.

 Completing the profile of those that benefit more in terms of livestock gross
margin is a minimum education of the household head of 2 years.



