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Abstract

This paper examines the recent experiences of Bdem and Bedo Horizonte, two
metropalitan nude where minimum income programmes have been implemented. The
idea is to veify to which extet the financid conditions in each of these municipdities
sem to be compatible with the implementation of the programme bendfiing a
dgnificant share of the totd number of the poor. Alternatives will be consdered for
defining the target populdion in terms of income and family characteridics as well as
for edablishing the vadue of the monthly transfer. Besdes the demographic and
economic importance of Bedo Horizonte and Bedem, the choice of these municipdities
has an empiricd judificaiion. In these municipdities the Naiond Household Survey
(PNAD/IBGE) sample, which was dimendoned to be representative for eech
metropolitan areg, is large enough to dlow for the andyds of the programme's viability
on the basis of different characterigtics of the target population.

This paper has four chapters besdes the introduction. Section 2 focuses on
Bradilias experience as the bass for adopting the same policy in Bdém and Bdo
Horizonte, the two metropadlitan nude where the program has been implemented by
locd adminidgrations dected for the 1997/2000 term. Section 3 and 4 describe the
characterigics of programme design and operaion in Bdém and Beo Horizonte
Degpite the fact that the two municipdlities present quite different characterigtics, which,
in their turn, ae quite diverse from Braglias, both programmes essentidly adopted
most operationd paameters from the Federd Didrict’'s programme. Daa from the
nationd houschold survey ae used to evidence the operationd limits which the
programme faces in these two municipdities, given the sze of the target population and
financd redrictions. Although specific recommendetions are presented a the end of
eech section, the gened ones ae asembled in the lag  section.
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1. Introduction

Desgning poverty dlevigion mechanisms in Brazil is essntial because even after
the dabilization plan of July 1994, povety incidence has remaned high: the proportion
of the poor is esimated a& 21 per cent in 1997.) Neverthedess, the heterogeneous
characteridics of the poor across the country have condituted a mgor obstacle for anti-
povety policy desgn and implementation. Finencid redrictions have been the ultimate
difficulty for conceving and implemening a minimum income programme on a
nationd bads In spite of the difficulties society’s concern about poverty has led many
municipdities’ to creste a legd bads for implementing minimum income programmes
asalocd initigtive.

The Federd Didrict's School Scholarship Programme is a good example of cash
tranders in a reativdy wedthy milieu, successfully targeted and monitored. After three
years of operation, the programme has shown good results in tems of focus and
covarage (Sabdia and Rocha, 1998), which means an improvement in the living
conditions of the families so far as these depend on income and private consumption.

Although the programme has shown good results in Bradlia (dso known in this
paper as the Federd Didrict), its gpplication on a naiond beds is probably bound to
fal, egpecidly in the pooret municipdities In these areas a high levd of povety
coexids gde by Sde with severe deprivation in many aspects of hiring conditions.
Additiondly, municipd governments fece finandd and maenegeid limitaions for
implementing the programme.

This article examines the recent experiences in Bdém and Belo Horizonte, two
metropolitan nucdle® where minimum income programmes have been implemented. The
purpose is to veify to what extent the financid conditions in esch of these
municipdities dlow the implemetaion of a programme benefiing a dgnificant
proportion of the poor. Alternatives will be conddered for defining the target population
in terms of income and family characteridtics, as wdl as for establishing the value of the
monthly tranfer. Besides the demographic and economic importance of Beo Horizonte
and Bdém, the choice of these municipdities has an empiricd judification. In these
municipdities, the Nationd Housshold Survey (IBGE/PNAD) sample, which wes
dimensoned to be representative for each metropolitan area, is lage enough to dlow
for the andyss of the programme's viability on the bads of the different characterigtics
of the target population.

! The proportion of the poor declined from 30 per cent in 1993 to stabilize around 20 per cent in 1995 and
1996 (Rocha (1997).

2 A nmunicipio, or municipdity, is an administrative divison within a state. Each metropalis is formed by
several municipdlities. In this paper, the most important municipdity in each metropolis, to which its
denomination derives, is referred as the metropolitan nucleon.

% We refer here to the nuclei in comparison to other places of residence (metropolitan periphery, urban
and rurd non-metropolitan arees) as national aggregates.




Section 2 focuses on Bragliads experience, which was the bass for adopting the
same policy in Bdém and Bdo Horizonte, the two places where the programme has
been implemented by locd adminigrations eected for the 1997/2000 term. Sections 3
and 4 dexribe the programme desgn and operation in Bdém and Beo Horizonte
respectively. In spite of the fact that these two municipdities present quite different
characteridics from each other and from Braslia, both programmes essentidly adopted
mogst of the operationd parameters from the Federd Didrict's programme. Daa from
the Nationd Houschold Survey ae used to evidence the operaiond limits which the
programme faces in these two municipdities, given the sze of the target population and
financid redtrictions. Specific recommendations are presented a the end of each section
and generd onesin the last section.

2. The School Scholarship Programme - applicability and
criteria

The Federd Didrict's scholarship is becoming the widesoreed modd of minimum
income progranmes in Brazil. Its man feaure is the focus on low income families
with children in the 7 to 14 year bracket, age in which education is compulsory in
Brezil. In order to benefit from the monthly trandfer of one minimum wage, families are
required to guarantee that their children attend school during a leest 90 per cent of
school days. The programme redricts its target population to families who have been
living in the Federd Didrict for a leest five years. This fedture is essantid to avoid an
additiond incentive to immigration to the Federd Didrict, where income levd and
living conditions are higher than in its surrounding aress, and even much higher than in
the poorest aess of Brazil, the North-eestern region, for ingance. The scholarship
progranme has three obvious advantages in redion to a more generdized minimum
income programme.

Frdaly, it dlows for reducing the target populaion, which may be a judified
objective where resources to be dlocaed to the progranme ae insufficient to
complement income for dl the families which have per capita income bdow the
adopted poverty line. Although poverty incidence as measured by family per capita
income is higher among families with children because of their dependence ratio and
life cyde, targeting these families Sgnificantly reduces the pool of digible families. As
will be shown later, targeting this sub-group of poor families was essentid to guarantee
that the totad amount of income trandfer stays below the 1 per cent of current receipts, as
established in the decree that created the programme in Brasilia

Secondly, it dleviates poverty and smultaneoudy acts on its causes. Guaranteeing
better levels of schooling among poor children is the basic tool to bresk the vicous

circle of poverty.

Thirdly, it anchors the programme in the educationd sysem, which, dthough not
the ided solution, has dear advantages in the absence of a well developed and modent’
socid assdance system. Moreover, snce the programme has the vocation for detecting

* A modern system is one which avoids philanthropic practices, using objective criteria for selection of
beneficiaries, monitoring and evauation.




scd defidts and promoting integraled actions to minimize them, it should be
preferably operated from the executive office, 0 as to effectivedy coordinate and
integrate  anti-poverty polices under the resgponghbility of different  government
branches.

The fact that Bradlids programme is unanimoudy conddered a success has
prompted other municipdities to emulate it, rather than desgning ther own programme.
The number of families having family per cegpita income bdow hdf the minimum weage
and ther proportion of the totad number of families in each area dready shows thet there
ae dgnificant differences in poverty incdence among melropolitan nude (Teble 1).
There is ds0 a dear regiond dudity, povety incidence in the North/Northeast being
higher than in the Centre South. On the bass of this indicator soldy, Bdo Horizonte,
where low income families represent 9 per cent of the totd, presents a much more
modest chdlenge for an assidance programme than Bedém, where poor families
condlitute dmaost 20 per cent of the totd number of familiesliving in the municipdity.

The Feded Didrict’'s income and povety indicators seem reaivey adverse
because they are not drictly comparable to the ones from the other areas. The Federd
Didrict encompasses both the central area - the Rilot Plan - which can be associated to
the nude in the metropalitan areas, and the satdlite cities, which correspond roughly to
metropolitan peripheries. Unlike in Bdém and Bdo Horizonte, the Federd Didrict's
programme was implemented in the satellite dties, where poverty incidence is higher
then in the Rlot Pan. There is no intention of expanding the programme to the PRilot
Pan, where most low-income families are domestic employees whose living conditions
do not directly relate to their monetary income.

Table 1. Selected indicators metropolitan nuclei and the Federal District - 1996
Families below half minimum
Municipalities and Family income (R$) wage Adequate public services (%)*
the Federal District Total Per capita Number (%) Waste Water Sewerage
North / Northeast
Belém (N) %5 a8 44762 19.7 878 81.16 8.3
Fortaleza (NE) 814 4 114726 21.8 914 73.80 12.8
Recife (NE) 809 285 76 308 19.8 90.0 85.96 29.1
Salvador (NE) 8% 318 148323 231 895 89.44 426
Center South
Belo Horizonte (SE) 1397 452 51730 9.0 935 96.62 87.9
Rio de Janeiro (SE) 1410 558 113874 6.3 975 97.13 70.0
Séo Paulo (SE) 1547 538 168 298 6.1 99.2 98.93 86.4
Curitiba (S) 1589 567 13791 3.3 98.6 97.9 48.0
Porto Alegre (S) 1563 633 30099 6.9 98.6 95.6 339
Federal District (C) 1435 480 59 926 12,01 95.0 87.0 727

(*) Data refer to 1995.

Concepts refer to the number of persons subjected to the following conditions:
Adequate water - public pipeline system and internal plumbing;

Adequate sewerage - public sewerage system;

Adequate waste disposal - directly or indirectly collected.

Source (IBGE / PNAD, 1996).




In spite of the obvious differences not only in terms of poverty incidence from the
income point of view, but dso of average income and public sarvices deficits, which
dfect the poor more directly, programmes implemented in Bdém and Beo Horizonte
folow closdy parameters adopted in Braslia Table 2 shows these smilarities, which
probebly derive from the esgemess to avoid ddays in implementing the programme.
The new mayors seem to have conddered the programme's implementation ther socid
priority, and thus they did not promote dudies which could lead to edtablishing
paamees and progranme desgn talored to locd socio-economic conditions. Such
dudies would cetanly have postpone and eventudly shown the non-viadility of the
programme. Taking less than hadf the minimum wage as the basc measures of poverty
incidence, as those presented in Table 1, it is obvious that Breslia Bdém and Bdo
Horizonte faced quite different conditions for effectively asssing ther target
population. The sdlection criteria deserve some generd comments.

. the per capita family income benchmark established in Braslia was dso adopted
in Bdém, and it presently caresponds to R$65, which is very smilar to the
reference vaue in Beo Horizontee Since these aeas present  gpecific
characteridics in terms of levd of income and poverty incidence, it is obvious
tha the use of these parameters have locdly different impects in tems of
progranme cost and dtractiveness, if dl families sidfying the programme's
criteria are to be asssted.

. the presence of children as a requirement is judified by the programme's
raionde  education as the badc tool to overcome poverty. Beém adopted a
wider age span, thus induding not only families with children within the seven
to fourteen year age bracket, when school atendance is mandatory according to
federd law, but dso four to 9x year olds Guaranteeing school vacancies for
these younger children is an obvious difficulty, snce Bdém's public school
system does not even have the cgpacity for children within the seven to fourteen
year age bracket.

" sgnce the programme depends on locd initiives and financing, it is a selection
criterion related to the period the family has lived in the area is indispensable.
Poverty incidence being widesoread in Brazil, this is the way to avoid the
programme fogtering immigration of poor families Bdém, where immigrants do
not conditute an important contingent among the poor, has edablished a
criterion less drict than the one adopted in the Federd Didrict and Beo
Horizonte

Table 2. Basic criteria for benefit concession Federal District, Belo Horizonte and Belém

Criteria Federal District Belo Horizonte Belém

Per Capita Family Income

formal criteria (income per capita) 0.5 minimum wage 65.64 UFIR's* 0.5 minimum wage

in Nov/98 R$ 65.00 63.09 65.00
Presence of Children (age bracket) 7014 71014 41014
Minimum period of residence 5 years 5 years 3 years

Minimum wage at R$130 in November 1998

*UFIR - Unidade Fiscal de Referéncia. Monetary unit created for fiscal purposes. It became widely used as reference value because it
was indexed to inflation.

Source: (Lavinas, 1998).




The income citerion has a crucid role in publicizing the programme among poor
families it is an objective indication of the levd of income for those who intend to
aply. Nevethdess given the difficulties of proving the levd of income where a
sgnificant pat of family income is deived from informd labour and unregistered
sources in generd, income conggts of just one among a large set of vaiables usad for
sdection. In order to circumvent the lack of trustworthiness on reported income, ascore
sysdem was conceived. It tekes into account various aspects of the gpplicant’'s living
dandards - such as characterigics of the family group, forms of engagement in the
labour market, characteristics of home comfort and assets. These are invedtigated at the
time of enrolment and used for esablishing family file A subsequent vist to the family
home dlows the socid worker to verify whether the living conditions are in accordance
with reported income. The families that achieve a certan levd of points are selected.
The score sysem and the vigting process are essentid, both to guarantee a data base -
which is needed for the follow-up of the families and for programme evaduation - but
a0 to avoid fraud, thus assuring good targeting.

Based on Bradlids experience, both Bdém and Bdo Horizonte formaly adopted
the score system. It is an essentiad feature of the sdlection process, since it generates the
ranking that effectivdly differentiates the families who goply according to locad policy
priorities. Belo Horizonte adopted the Brasilias reviewed sysem. Beém's score system
is practicdly the same usad initidly in Braglia, which has been abandoned for having
logicd incondgencies. In both cases it would have been more adequate to use systems
which teke into condderation loca characteridics of povety as wel as socid policy
priorities

Table 3. School Scholarship Programme coverage in the different areas

Number of families

Areas Income below half the minimum wage* Receiving benefit **
Belém 44762 4423 (June 1998)
Belo Horizonte 51730 3300 (planned Dec. 1998)
Brasilia 59 926 25312 (Jan. 1999)

* Estimates obtained from PNAD-1996 (Special tabulations by S. Rocha)
** |nformation from the local programmes

Table 3 summarizes progranme coverage in the three areas, by compaing the
edimated number of families meding the income criteria with those actudly recaiving
the benefit. The next two sections present a more detailled andysis of poverty incidence
and adequecy of progranme desgn to the locd conditions in Bdo Horizonte and
Bdém.

3. The School Scholarship Programme in Belém

3.1 Design and implementation

Created by the Decree no. 29674 of January the T 1997, it was the very first act of
the new mayor, who, during the dection campaign, had proclamed the programme to
be his socd priority. Although inspired by the Braslias programme, its target
populetion is defined less grictly: it indudes families with 4 to 6 year old pre-school




children and the resdence criteria is shortened to 3 years (see Table 2). Additiondly,
benefits are paid to families whose children are deemed a socid risk.

The progranme was hadily put in place. The neighbourhood of Terra Firme was
sdected for initid implementaion on the bass of adverse educationd indicaors
according to school regigters, dropout and falure rates were very high. The area ds0
presented adverse conditions in terms of access to public sarvices Income leve does
not seem to have played amgor role in the choice of this area

The Adminigration's god was to sdect 2500 families in this firg dage
Reportedly only 2484 families in Tera Frme applied. Socid workers handpicked
gxteen additiond families in the deimited area All families began to receive the
benefit in March 1997, thus only two months after the programme was formally created.

Guaranteeing school vecancies for dl four to fourteen year old children from
sdected families was catanly a magor operationd problem. Children were enrolled in
public schools, but educationd services a dl leves induding those for children bdow
the literacy age, had to be provided by private schools under specific contracts with the
locd government. Sixty schools in the neighbourhood or cdose to the mother’s working
place provided the needed vacancies for more than 8000 children asssed by the
programme.

From January to April 1998 the beneficiaries in Tera Frme were subjected to a
new reregidraion procedure and 80 were excluded from the programme, thus creating
an equd number of vacancies. Dexpite the limited number of scholarships avalable, the
number of gpplicants in the sscond sdection round was much larger then in 1997
aound 3000 families gpplied. Among these, 1,900 met the programmes sdection
criteria On the bads of the score sysem 121 families were vidted for the ultimate
sdection of 80. These newly enrolled families began to cash the monetary bendfit in
Jduly 1998. Thus, in the second year t took more time to sdect 80 families than in 1997,
when 2,500 were enrolled.

In 1998, the progranmme was expanded to three new neighbourhoods located in
three different adminigrative didricts of Bdém: Paracuri (in DAICO), Pantand (in
DABEM) and Vila da Bara (in DASAC). These areas were delimited by the Urbanism
Secretariad on the bass of criteria different from those used for implementing the
programme in Tera Frme in 1997. Reportedly these areas where chosen and physicdly
ddimited on the grounds of paticulaly adverse living conditions that is high
incidence of child mortdity and manutrition. The procedure for sdecting families dso
changed. Indead of announcing the programme and ranking the gpplicants on the bass
of the score sysem, dl families in ddimited aress were vidted and the information
form filled by socid workers. This operaion was publicized as a routine school census
and the fact that information collected would ultimately lead to the sdection for the
School  Scholaship  Programme was not  communicated to potentid  dientde.  This
process resulted in the sdlection of 1,500 families in the three aress.

The implementation of the Programme in Bdém has a specific characteridic: it
indudes among its beneficiaies a ggnificant number of children reputed to be a risk
and under the custody of socid assgance inditutions In this case the sdection is not
based on the family's characteristics, but on the child's. The monetary bendfit is paid to
the family even when the child is inditutiondized. Socid assdance inditutions are




sdected by a foundation - the FUNDAPA - in chage of coordinating locd socid
actions. Age and income criteria are not drictly enforced and beneficiaries are sdlected
on a case-by-case basis, with no dear judtification. In 1997, 500 bendfits were dlocated
to this category of beneficiaries and additiona 300 in 1998.

Table 4. Number of families receiving the benefit and corresponding number of children in
different age brackets according to selected areas - June 1998

Criteria / Areas Number of Number of children according to age-group

benefits 0-3years 4-14years 15-18years  over18years  Total

Family selection 3624 1261 8351 1739 1581 12932
Terra Fime 2352 621 5489 1225 946 8281
Aura 45 K7 119 30 43 226
Pantanal 655 326 1500 2n 35 2428
Paracuri 446 237 977 153 176 1543
Vila da Barca 126 43 266 54 91 44
High risk children selection 9 313 2090 716 3 3662
Total benefits 4423 1574 10 441 2455 2124 1654

Source: Prefeitura Municipal de Belém

Table 4 shows the number of families recaving the bendfit in 1998, and the
corresponding number of children within different age brackets The payment of around
4400 monthly dipends rdies excdusvely on resaurces from the Mayor's office.
Personnd from the Education Secretariat, FUNDAPA and other locd inditutions are
responsble for the programme's current operation. Continuity and further expandon of
the programme in 1999 depends on resources assigned in the locd budgd, the
daboration of which is to be a process mohilizing the populaion and grass roots
inditutions of dl sorts.

32  Simulations on poverty profile and incidence

Poverty incidence in Bdém is rdaivdy high among Brazilian metropolitan nude.
Located in the Northen region, Bdém follows the wel-known geogrephica pettern of
presenting more adverse socid and economic indicators than the more developed
Southeest and Southern aress. When using hdf a minimum wage as the poverty line,
Belém had aound 45000 poor families in 1996, thus ranking fourth among the nude
asfar asthe proportion of poor familiesis concerned (Table 1).°

Applying the other two conditions for recelving benefit condderably reduces the
number of digible families Table 5 shows that of the 45,000 families bdow the poverty
line, only 21,000, less than 50 per cent, have children between 4 and 14 years old and
have lived in Bdém for the last three years Trandferring one minimum wage monthly®

5 Since these results are obtained from the PNAD sample, redtricting the number of individuals associated
with a certain group of characteristics impliesthe sample error.

®The average minimum wage (R$108) in 1996 was used in these estimates.




would have represented an expenditure of R$27.2 million in 1996, corresponding to 12
per cent of the municipdity’s current recepts in that year (R$228,94 million). It is
noteworthy thet these estimates excdlude the child a risk component for family sdection.
This dietde corresponds to 18 per cent of the totd number of families presently
assged by the programme Thus it seems that asssing the target population deimited
by the criteria now adopted by the programme woud demand financid resources thet
are clearly beyond locd possihilities

Table 5. Poverty line at half the minimum wage number of families according to different
criteria Belém - 1996

Without residence criteria Criterion of 3 years residence
Number % Number %
Families 44762 100.0 42433 9.8
with 414 years old 28 358 63.4 21175 473

Special tabulations by S. Rocha. Source (IBGE / PNAD, 1996).

Table 6 illudrates the use of the three basic criteria - income, presence of children
and period of resdence in Bdém - in order to evduae the posshility of metching of
Szethetarget populaion to locd financid capability.

Table 6. Targeting simulation - Belém number of families according to different parameters
Condition Number of  Difference from % of present

families present target target
Present target population 27175 - 100.0
Restricting the age bracket to 7-14 years old 21213 5962 78.1
Increasing the period of residence to 5 years 21068 6 107 715
Reducing income to quarter of minimum age 8136 19039 29.9
Including families with 4 to 6 year old children 12 901 14 274 475
Including families having lived in Belém for 4 or 5 years 13188 13987 485

Special tabulations by S. Rocha. Source (IBGE / PNAD, 1996)

Redricting the age bracket to families with seven to fourteen year dd children,
thus & the age when schooling is mandaory, reduces the target population by 22 per
cat. In order to narow the number of digible families changing this condition is not
vay dtractive. Neverthdess, where the target populdion is so large and obvioudy
beyonrd finendd ad manegeid posshiliies meking the  populaion  more
homogeneous may represent an important operaiond advantage.  Although assising
pre-school children may be a govenment priority, eventudly more important than
assging children saven to fourteen year olds and ther families a different kind of
assigance required, paticulaly a diverse form of programme's anchorage in the school
sysgem. It seems more convenient to cregie a Specific programme targeted a poor
families with zero to Sx year olds.

Table 6 shows the effect of progressvely changing the criteria The adoption in
Bdém of a longer period of resdence has a very margind role in reducing the target
populdion, unlike aess where the pool of recent migrants conditutes a Szable




proportion of poor families Thus, the 3 year resdence requirement may be maintained
without sgnificantly affecting the Sze of the target population.

The target populetion is dradticdly affected by the change in the income limit from
hdf the minimum wage to a quater. Assging the edimated 8136 families would
neverthdess dill have represented expenditures of R$105 a 1996 prices, corresponding
to 4.6 per cent of Beém's current receipts. Adopting the new income benchmark while
maintaining the two other criteria would increase the target populaion in 18 percentage
points - from 29.9 per cent to 485 per cent - to 13 thousand families.

The dze of the target populaion when the 1/4 minimum wage is used as income
criterion, dthough ggnificantly reduced, is dill lage Concaning this fact, it is
noteworthy thet the per capita family income in Bdém is rdaivey low - 64 per cent the
vadue of the one in Braslia for ingance (Table 1). This suggedts that the adoption of
both the income criterion and vaue of benefit below those presently used could be more
in accordance with loca conditions Reducing both the income criterion - to a quarter
minimum wege - and the vaue of the benefit - to a hdf minimum weage - but
maintaining the other two criteria, would have dill represented expenditures equivaent
to 3.8 per cent of Belém'’ s current receiptsin 1996.

33 Recommendations

The foregoing smulations based on the PNAD daa for 1996 indicate that the
programme's design and parameters should be adjusted to promote a better fit between
the target population and financia resources that can be dlocated to the programme. It
is noteworthy tha the above edimates include only mongary tranders. Adminidration
and other cods paticulaly in the complementary socid programmes needed if the
School  Scholarship Programme is to generate dl its potentid  benefits, were not
congdered. Additiond resources are urgently needed to guarantee school places in the
public sysem; private schools can only be rdlied upon in an emergency since depending
on them poses obvious problems in terms of providing a comprenensve safety net for
assged families

As shown above the incompatibility between the dze of the target population ad
the amount of avalable resources became evident during the second sdection families
in Tera FHrme in ealy 1998. Thus the new procedure for area and family sdection
makes sense.

The careful choice of aess within the city where poverty incidence is high and
living conditions very adverse may be the best way to trim the poorest among the poor,
but it makes the basic criteria superfluous. If resources are scarce and the sdection of
families is essntidly based on ther ranking in the points sysem, both the income
criterion and the points system need to be changed.

The income condition should be placed & a redidic levd, 0 tha families who
meet the parameter and are not selected do not fed betrayed. Nevertheless, if sdection
of families is not to depend on income but on a census of families for a given areg, there
is no reeson for mantaining the income benchmark, especidly if the points system
atributes a margind importance to it, as is the case today. For indance, when per capita




income increases from R$0-16 to R$17-32, the family loses 15 points while an illiterate
gpplicant represents 50 points and hisilliterate spouse, additiona 50 points.”

The present score system is inefficient for sdecting families anong a group which
is dready quite homogeneous dnce it is composad of families living in the same areq,
thus probably subjected to the same deficits in terms of access to basic public services
(electricity, water, sewerage, trangportation, efc.). Nevertheess, it may gill be useful to
evidence inconsgencies in the choice among aess, thus indicaiing how to improve
targeting. Families who receve the bendfit in Terra Firme, where the programme was
firg implemented, probably totd, on average, a much lower number of points than those
living in the poorer aress which were ddimited for the programme's expanson in 1998.
The fact that, according to data processed by the programme, the level of income among
sected families in Tera FHrme and in the new aess differ only dightly (Table 7)
shows that reported income is a poor indicator and that the score system is crucid for
good sHection and targeting. To cdibrae the points sysem to meke it reflect socid
policy prioritiesis essentid for improving programme design.

Re-regigrdion, a least annudly, is recommended in order to guarantee adequate
targeting, as wdl to provide daa for evdudion. In Bedém more than 50 per cent of
recipient families live in Tara Firme, thus beng rdativey beter off than families who
were selected during the second round, in 1998. In this case, to improve targeting under
svee financid redrictions will cetanly represent an important operationd  and
politica chalenge.

Table 7. Income according to areas - 1998
(R9)
Area Family income Family per capita income
Tema Fime 169.9 34.0
Pantanal 186.0 34.9
Paracuri 169.4 335
Vila da Barca 185.6 345

Source: Prefeitura Municipal de Belém.

If families of children a risk ae conddered a differet dientde, thus requiring a
gecidly talored assgance progranme, the School Scholarship Programme  becomes
much more manegesble. Nevertheless, dlocating scarce resources between  different
programmes  requires making explict the politicadl choices involved. Not only ae
financid resources scarce, but personnd and adminidraive means dso lack to run a
safety net for Beém's socid deficits.

It is important that socid assgtance policy is not limited to transfarring income to
sdected families, but that the programme operates as an anchor to a comprehensve
socid net for the pooret. Providing adequate hedth, nutriion and educaiond
assgance for the families - sdected or not - in the areas of programme implementation,

" As indicated earier, points attributed to adverse characteristics of the spouse unduly reduce the number
of points obtained by single parent families.
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mus be a god commanding higher priority than guaranteeing the sdected families
monthly payments. If the monthly ipend were reduced to hdf a minimum wage, it
would dill represent a dgnificat hdp to families Nevethdess its vadue probably
would be less a odds with the levd of locd income levd, providing part of the badly
needed cash for complementary assstance.

If the programme is perceived as an adequate tool for dleviaing aosolute poverty,
it may be posible to obtan the much nesded additiond resources from private
enterprises, international  agencies and civil society organizations. These resources
should preferably be earmaked for precise objectives, dlowing donors to verify the
benefits of their contributions. The respect of drict operationa procedures, as wel as
effident and permanent monitoring and publication/divulgement of results are essentid
conditions for obtaining regular externd support.

4.  The School Scholarship Programme in Belo Horizonte
4.1  Characteristics of implementation

Cregted in 1996 (Municipd Law 7,135), the School Scholarship programme was de
facto implemented in August 1997. It pefectly emulaies Braslids experience in terms
of criteria for defining the target population - both the publicized criterig, that is income,
period of resdence and presence of seven to fourteen years old children (Table 2) - ad
the score system. It dso tranders to the sdected families the same vaue as in Braslia,
one minimum wage morthly.

Announcing the programme in Bdo Horizonte and meking the cdl for regidration
in the two pilot areas® - Bareiro and Leste have crested long waiting lists leading to
protess and dreat fights The regidration process resulted in 7,503 applications, of
which 5900 reportedly met the programme's three basic criteria Of these, only 606
were actudly receiving the monthly benefit by the end of 1997 (Lavinas, 1998). Ther
average per capita income was R$23, the equivdent of 19 per cent of the minimum
wage, thus wdl bdow the hdf minimum wage income paamger established by the
programme asdigibility criterion.

The programme was expanded to five other aess during 1998, increesng the
number of families who receved the bendfit to 2900 by November 1998. It is
noteworthy that the number of families who gpplied reeched 27,600. Despite the
gowing number of redpients the programme is probably assging a reduced
proportion of those who qudify. Table 8 presets the programmes implementation
schedule in Belo Horizonte according to the “regionais’.

® Belo Horizonte is divided into nine planning aress The two aress were selected for being the poorest
according to studiesled by the loca government based on the Demographic Census and municipd data
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Table 8. Programme's implementation according to "regionais" - 1998

"Regionais” No. of Number of families receiving the benefit
applicants  Jan  Feb  Mar  Apr  May Jun  Jul Aug  Sept  Oct Nov Dec

Barreiro® 4323 W 400 50 50 50 500 50 500 500 500 500 500
Leste" 3180 3 400 50 50 50 500 500 500 500 500 500 500
Norte 2745 20 20 30 40 500 50 500 500 500 500 500
Nordeste 2472 20 20 00 400 400 500 500
Venda Nova 2986 200 30 400 400
Centro-Sul 2700 200 0 0
Oeste 2999 20 200
Noroeste 4342

Pampulha 1860

TOTAL 27 607 600 1000 1200 1300 1400 1700 1700 1800 2100 2400 290 2900

* Programme began to operate in August 1997.
Source (Prefeitura Municipal de Belo Horizonte, 1998).

Table 9 presents the programme's evolution and perspectives for 1999. The god is
to double the number of families asssed by December 1999. The Executive proposd
for the 1999 budget dlocates resources, which are needed to trandfer 6,600 monthly
benefits by the end of year, thus below the 7,500 in the initia proposal.

Table 9. School Scholarship Programme in Belo Horizonte evolution of the number of families
receiving the monthly benefit

Date No. of families
December 1997 606
November 1998 2900
December 1998* 3300
May 1999* 4500
December 1999* 6600
Source: Prefeitura Municipal de Belo Horizonte.

*Planned.

The announced god for May 1999 was to cover 500 families in dl of the
“regionais’. Since income leve, poverty incidence ad access to basic public services
vay among these aess the pool of beneficiaies will cetanly show unwanted
inequalities.

4.2  Simulations on poverty profile and incidence

Bdo Horizonte, the third larges Brazilian meropolis is located in the Center
South, which implies lower leves of poverty inddence then in the North-Northeast
where Bdém is locaed. Daa in Table 1 show how the proportion of families bdow the
hdf minimum wage benchmak raises between regions Beo Horizonte had 51,730
families holding per capita income lower then hdf the minimum wage in September
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1996, corresponding to dmog 9 per cent of the totd number of families living in the
municipdity.

When the progranmes other two criteria are adopted, the target population
decreases dgnificantly. Just the presence of children in the seven to fourteen year old
bracket reduces the number of families by more than 40 per cent. Adopting the five
years resdence criterion further reduces the number of families, but not sgnificantly.
Thus, according to the nationd household survey, there were in Bdo Horizonte 26,370
families that met the programme's criteria in September 1996. This is a contingent nine
times larger than the number of families who were asssted in November 1998, and Hill
four times the programme's god for the end of 1999. The payment of monthly sipends
to the totd number of families who meet the progranmes criteria would have
corresponded to 3.6 pear cent of the municipdity’s current receipts in 1996 (R$946.35
million).

Given the Sze of the target population, and even the number of goplicants in well
ddimited “regionais’, the programmes adminidraion wes forced to over-target in
order to sdect the families who were to receive the benefit. Usng the same score
sysem as Braslia, families were sdected according to ther ranking among those who
met the three criteria in each area. By the end of 1997, family per capita income among
bendficiaries was no higher than R$23, thus 4ill bdow the R$63 officd benchmark
(Lavinas, 1998).

Table10.  Targeting simulation - Belo Horizonte number of families according to different

parameters
Condition Number of Difference from % of present
families present target target
Families below 1/2 minimum wage 51730 - 100.00
and with 7-14 years old children 29921 21809 57.8
and living in B.H. for at least 5 years 26 370 25 360 51.0
Reducing income criterion to a quarter of the minimum wage 7861 43 869 15.2

Source (IBGE / PNAD, 1996). Special tabulaions.

It is thus interesing to examine how the use of a lower vadue as income criterion
would affect the sze of the target population and thus the amount of resources to
guarantee monthly payments to dl families who qudify. Teble 10 presents results for
the two per cgpita income benchmarks, showing that the adoption of a quarter minimum
wage as income criterion sgnificantly reduces the target population. When the target
population is more narowly defined - 7,861 families - totd benefits pad would have
represented R$10.2 million or 11 per cent of current recepts in 1996. Braslids
progranme has edablished 1 per cent as the upper limit for expenditures on the
progranme. Neverthedess, given the specid politicd daus of the Federd Didrict, its
finandd redriction is much more comfortable both in asolute and redive terms. In
abolute terms, the Federd Didrict had R$34 hillion of current receipts in 1996, while
in Beo Horizonte they amounted to R$3464 million in the same year. In redive terms,
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they represent per capita current receipts of R$1,866 and R$452, respectively.’ It is
trivid to observe tha reducing the vdue of the bendfit to a hdf minimum wage per
family - which is adequete if the income benchmark is lowered - would correspond to
0.54 per cent of current receipts (Table 11).

Table 11. Target population and estimated programme cost Belo Horizonte - 1996
Number of Expenditure % of current
families (R$ thousand) expenses
Poverty line at half of the minimum wage 26 370 3417552 3.6
Poverty line at quarter of the minimum wage 7861 10 187.86 11

Source (IBGE / PNAD, 1996). Special tabulations by S. Rocha.

43 Recommendations

The criteria st for defining the digible population seem too ambitious to promote
the dedrable match between sze of the target population and avalable resources. Given
the initid flav in edabdlishing the sdection criteria, programme adminidrators were
correct using the score system to select the poorest among the digible applicants.

The score sysem is thus a crucidly draegic tool. After dmost two years of
operation, it is recommended that the sysem inherited from Braslia be gradudly
replaced by one talored to Bdo Horizonte, taking into account not only differences in
poverty charecterigics but dso diverse socd priorities and polices. Since the digible
population according to the present criteria is so much larger than that which can be
asdded given the finendd posshilities it is important that family sdection is not
ldy basad on income, presence of children and period of resdence. Among those who
qudify, which ae the ones who need the additiond income the most? Income needs
have to be evduated according to other bendfits that are guaranteed by the municipdlity,
especidly in terms of hedlth and nutrition.

Snce, in practice, the income criterion for digibility has been lowered, it makes
sense to re-examine the vadue of the bendfit. If not, the programme will probably
increese income inequdity among those who benefit from it and those who ae just
above the adopted income benchmark. It seems inadequate to make the income criterion
dricter - around one fifth indead of one hdf of the minimum wage per cgpita income -
while mantaning the monthly dipend & one minimum wage Neverthdess it is
obvious that reducing the vaue of the benefit may be pdliticdly difficult or even
impossble. Changing the form of granting benefits - like atributing lower bendfits
according to the number of children, instead of on a g family bass - may be a way out
of the present difficulty. The impact of possble changes on the number and
characterigics of digible families as wel on municipd finance should be carefully and
thoroughly andyzed.

o Population according to the 1996 Census (IBGE): Brasilia (Federd Didrict) - 1,821,946, Belo

Horizonte - 2,091,448.
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The management of how families leave the programme becomes an important
agpect of the programme's operation in Beo Horizonte because of the large number of
digible, but not bendfidary families™ It seems tha monitoring in Bdo Horizonte is
being made through monthly medting of groups of families Even if the monthly
meeting schedule is maintained, reregidration, & least yearly, is recommended. Re-
regigration - that is requiring bendfidaries families to update ther information by
filling the complete gpplication forms - has severd advantages @) it is less affected by
ubjective factors that result from the reationship between the family and the socid
worker; b) it provides data for ranking the benefidary family in the enlarged and
changing st of digible families thus meking targeting deviaions obvious ¢) it
provides the much needed data for monitoring and evauation.

Home vidts of dl sdected families should be maintained, despite their high codt. It
is important that families who have reregistered and are sdected agan are visted as
well as the newcomers. Procedures to guarantee fairness in sdection and to avoid fraud
should be wdl publicized and drictly followed. The successul achievement of the
socid policy gods depends on this as much as it depends on more technicd
characterigtics of programme design and operetion.

5. Conclusions and recommendations

High povety incidence is the centrd question when conddering the adoption of a
minimum income programme a locd levd in Brazil: not only is the populaion beow
the poverty line large, but there is a wide aray of unmet needs and not enough
resources to satisfy them.

Thus, low income leading to an inadequate levd of private consumption is just one
anong many chaacterigics of absolute poverty in Brazil. From the income point of
view, dleviaing poverty through income tranders seams a legitimate policy objective if
other policies are dso amed at bresking the vicious circle of poverty.

The decison to adopt a minimum income progranme should therefore take into
condderation the magnitude of other socid deficits especidly those faced by the poor,
and the means that are avalable to reduce/diminate them. Access to the labour market
and to sanitation and to basc educationd and hedth sarvices is to be guaranteed as the
core of any anti-poverty programme.  Where large public service deficits occur, like in
most Northern/North-eastern nuclel (Table 4) there seems to be a clear conflict between
usng scarce financid and managerid resources for these basic sarvices or for a
minimum income programme. The later requires careful and experienced targeting and
monitoring, thus absorbing resources that ae badly needed for assuring essentid
universd sarvices. In this sense, for indance, if public hedth cinics ae unable to
guarantee basc maend and child hedth care and Smilar essentid preventive hedth

1 In Braslia, recipient families have been kept in the pool of beneficiaries independently of the period
they have being recelving the benefit, because there is not a serious financia condraint. Also, attributing
a bonus in terms of points to those families who are dready in the programme, is eassier in Brasilia The
points bonus ams & avoiding that families move in and out of the programme because of dight changes
in their living conditions.
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svices implementing a minimum income programme is probably not a sound
decison.

Because of the importance of its targeting requirement, the minimum income
programme is the ided anchor for the multi-dimensond assstance network designed to
meet the different needs that characterize absolute poverty. In areas where poverty
incidence is high, the adoption of the minimum income programme is necessanly
redricted to precisdy ddimited neighbourhoods or sub-areas, where most residents are
poor according the income criterion and living conditions are paticulaly adverse In
these cases, aea tageting replaces family targeting, and the minimum income
progranme becomes a component of a globd atti-poverty "big push' amed a dl
families and individuas according to their profiles.

Smulations based on household survey data show that poverty incidence from the
income point of view is high and widesoread, even in the Brazilian metropolitan nudle,
where living conditions ae cetanly more adequae than in other aess Totd
expenditure of the country on monetary trander to dl families below the haf minimum
wage benchmark would require dmost one hillion reds a 1996 prices, corresponding to
6.8 per cent of metropolitan nucle and Bradlias current receipts. Neverthdess, when
aess ae conddeed per s thee is a dear differentiation concerning financid
limitations in the North/Northeast nuclel compared to those located in the other regions.

Introducing additiond criteria for family sdection, like the presence of children in
the seven to fourteen year old bracket, reduces the target population, but requires the
programme to be talored to this spedific sub-group. Furthermore, if the programme is to
be targeted a families with seven to fourteen year old children and anchored in the
school sysem, it should be explicit thet this is an anti-poverty policy amed a a certain
subgroup of the poor. It should be defined which policies are amed a other groups, like
low income families with younger children or poor youngsters and a what codt.

A minimum income progranme is catanly not the unique tool for povety
dlevigion; thus the deddon to implement an antti-poverty programme - minimum
income or other - should teke into account specific loca conditions in terms of financid
posshilites and povety incddence and chaacteidics The School Scholarship
Programme, inspired by Bradlids pioneer and successful experience, has been adopted
in Bdo Horizonte and Bdém, under quite diginct conditions in terms of potentid
clientele and resources without the required adaptations.

Sdecting a subgroup among those who meet the sdection criteria after the
progranme has been put in place requires one or seved initiaives among the
following:

" changing the sdection criteria in order to reflect loca characterisics of the
poorest.
. obtaining complementary resources from the private sector, internationd

organizations and other government levels to hdp finance the programme. It is
noteworthy that Federd support to locd progranme as defined by the 1993
decree is redricted to the pooret municipdities in esch date, thus certainly
excluding the metropalitan nude.
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" defining different programmes to assg different categories of poor families. A
minimum income programme under the School Scholarship forma could be
conceived to hdp families with seven to fourteen year old children, while other
programmes should be targeted a other types of poor families. The quetion is,
how much from the locd budget is possble to dlocae to povety dleviaion
programmes - minimum income and other? Wha is the rdaive emphess, in
terms of financid and other loca resources, to be attribute to each one of the
programmes?

The essentid question concerns how to sdect priorities for poverty dleviaion and
for socid policy as a whole conddering financid and other resource redtrictions. Where
public sodd sevices ae dealy inadequate, the introduction of a large scde minimum
income programme should be carefully examined. Whenever the municipdity is dill
unable to offer basc educationd and hedth services, should it choose to go through the
complex family sdection and monitoring mechaniams required for minimum  income
programme implementation? When poverty and unmet socid needs are widespread,
minimum income programmes should, & best, be pat of a massve and integrated socid
asssance effort in well ddimited aress where living conditions are criticdly adverse
even according to locd parameters. In these cases, the vadue of the monthly sipend
should take into condderation the average levd of income in the community to be
assiged, that is, it should be st wdl bdow the one minimum wage currently adopted
for trandersin Braslia, Belém and Belo Horizonte.

The andler the deficits in teems of public sarvices and socid infrastructure, the
more unmet needs depend on income and private consumption. As the deficit of basc
public services is gradudly reduced, income asssance through a minimum income
programme may become the core of the poverty dleviagion policy, in which creating
labour market opportunites and promoting socid  integration are  other  essentid
mechanisms.
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