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Executive summary

While access to social security is first a matferights, it is also useful to review its effects o
outcomes commonly found in development and antepgvagenda in developing countries.
This review can help to better assess the relevamcmvest public resources in social
protection in a context where these resources wte imited and the needs are many. This is
the purpose of this Compendium. The focus has pkamed on non-contributory programmes
in developing countries.

In the last 15 years, large-scale non-contribusmgial transfer programmes have become a
core component of poverty reduction strategies amyndeveloping countries. The objectives,
design and institutionalisation of these programrddfer, depending on their financial,
administrative and research capacity.

Overall, these programmes make a significant domion to addressing poverty and
vulnerability amongst the poor and poorest housiEhdh developing countries. This
compendium aims to provide a concise review ofkim@wvn effects of non-contributory social
transfer programmes in developing countries on ggvand vulnerability. A searchable
compendium matrix provides detailed informationtloa effects of social transfers, including a
full list of country programmes.

The compendium focuses on the main findings oflalbld studies on the outcomes of social
transfer programmes for key dimensions of wellbeing

A. Enhancing human development

A.1l. Nutrition and health

A range of studies on low and middle income houllEhiinds that social transfer programmes
are effective in improving nutrition, access to Iiteacare, and health status among
beneficiaries.

Studies of Mexico’dOportunidadedind that children exposed to the programme gaineel
centimeter in height for age compared a controlugrawo years after the start of the
programmes. Similar improvements in long-term tiotni have been found among children,
especially girls, in pensioner households in Sa\ftica. These findings on improvements in
child nutrition suggest there will be medium- armmhd-term effects on these children’s
employment and productivity.

Households receiving support froBono de Desarrollo Humanm Ecuador increased their
spending on food by 25 per cent, and improved theitritional status. In Colombia, a
substantial increase in the intakes of protein-fadids and vegetables was observed as a result
of Familias en Accion

Earlier studies of th&laharashtra Rural Employment Guarantee Schamimdia found that
the programme played an important role in combasegsonal malnutrition and income
variability among poor householtiSimilar findings emerge from Ethiopia®roductive Safety
Net Programme, the National Rural Employment Gutean Schemein India, and

! Subbarao, K.; Bonnerjee, A.; Carvalho, S.; EzemigKarGraham, C. & Thompson, A. (1998afety
net programmes and poverty reduction. Lessons frosserountry experienc&Vashington DC, World
Bank.

A Compendium.doc

Vii



A.2.

A.3.

B.

B.1.

Bangladesh’sChallenging the Frontiers of Poverty Reduction/Tetigg the Ultra Poor
Programme.

Transfers have significant impacts on access ttttheare and on health status, another key
dimension of human development. Some transferstirearget improvements in health care
access and utilization, while others affect healthe indirectly, by supplementing household
consumption. Findings from Colombiakamilias en AcciénpPeru’s Juntos, Chile’s Chile
Solidario, Nicaragua'sRed de Proteccion Socjdfexico’s Oportunidadesand South Africa’s
Old Age and Disability Grantonfirm that social transfers have an importaté no improving
preventive health practices for the benefit of reocghand infants.

Education

Many social transfer programmes directly targetrompments in the schooling of children in
beneficiary households. This is the case of camufi cash transfer programmes. In high
middle income countries in particular, where priynschool enrolment rates were high prior to
the introduction of transfer programmes, the imgaas been more significant on secondary
school enrolment and attendance. This is the cas€dlombia’s Familias en Accion; Brazil's
Bolsa Familia, and Mexico’s Oportunidades. In lowddhe income countries, similar effects
have been reported, for example, in Bangladesh&h Gar Education, NicaraguaRed de
Proteccion Sociaind Ecuador'8ono de Desarrollo Humano

Improvements in schooling are not restricted toditional cash transfer programmes. Positive
effects on schooling can also be observed for uhtional transfers or workfare programmes.
In Namibia and South Africa, pensioners reporteidigisheir social pension benefits to pay
grandchildren’s school fees. Social transfers appede particularly effective in addressing
gender disparities in schooling, as Bangladesh&h@ar Education programme has shown.

Use of education and health services is increagadicularly in low income countries. There
is therefore a need to ensure that service infretstre is available to meet the growth in
service demand, and that service quality is impiove

Child labour

Child labour is a significant factor in keeping geations in poverty and confined to the
informal economy. In many developing countries,Icchi@bour can also be associated with
hazardous employment. Reducing child labour cas thel a very positive step towards a
sustained exit from poverty.

In Colombia, Familias en Accidnis reported to have reduced child labour in raedas.
Similar effects have been reported from NicaragRe&d de Protecciéon Socjdtcuador'sBono
de Desarrollo Humancand Brazil’'sChild Labour Eradication Programme

In Mexico, studies find small reductions in chiltbbur, although marginal impacts for boys
aged 16 to 17. This suggests an increasing opptyrtwost of schooling, i.e. income
opportunities forgone for the household, as childgeow older. Similar results are reported
from Costa Rica’sSuperémonosBrazil’s Bolsa Familia and South Africa’sChild Support
Grant

Supporting the full utilization of productive capacity

Employment and labour market participation

Impact studies of social transfers on the utilmatiof productive capacity provide strong
evidence that the programmes facilitate improvesbuece allocation among poor households.

viii
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South Africa’sOld Age and Disability Grantfor example, was found to reduce the labour
supply of older people.

To the extent that social transfers lift credit arildcare constraints, they can enable other
household members to work. In Brazil, a recentsfirdls that for the poorest 30 per cent, the
labour market participation rate for beneficiaé8olsa Familiawas significantly higher than
among control groups. These findings are consisiétit other impact studies dBolsa
Familia, South Africa’sOld Age and Disability Grarand Mexico’sProgresa.

Public works schemes have also made importantibatibns to employment generation. In
India, for example, studies of tidaharashtra Employment Guarantee Scheaports that the
programme contributed to reducing unemployment anderemployment. In Argentina,
studies oflefes y Jefas de Hogar Desempleadtisbuted a reduction in the unemployment
rate to the programme. In Chil€hile Solidariowas also found to improve attitudes towards
work and vocational training.

Labour market conditions at the local level mayeréwless restrict the potential effects of
social transfers on employment generation. If thkegains of social transfer schemes are to be
realized, complementary employment policies mapdxessary.

B.2. Social transfers and productive capacity

Most social transfers are designed to support hmideconsumption, but they also facilitate
productive investment. The effect is larger whexgutar, predictable and adequate transfers
enable credit constrained households to realloibeie productive resources, and accumulate
and protect their assets. There are indication®sacia variety of social transfers that
beneficiaries are able to save and invest a fraafotheir grant. A study of Bolivia's Bono
Dignidad, a social pension, has estimated that gnmension beneficiaries in rural areas,
consumption rises by twice the amount of the bénsfiich suggests that improved household
production was facilitated by the transfer. StudiésMexico’s Progresa and Namibia and
Brazil's social pension schemes have observedaimekults.

Some programmes, such as Bangladesh’s targetindgJlthe Poor programme, have been

specifically designed to facilitate productive dimhncial asset accumulation. Recent studies
reveal improvements over time in the incidence ame of loans held by programme

beneficiaries. The effect appears to have an impbgender dimension.

C. Enhancing and stabilising consumption

C.1. Raising consumption

The main objective of social transfers in develgpitountries is to reduce poverty and
vulnerability. There is a large literature assegshre poverty reduction effectiveness of these
programmes. The findings from these studies sugtiest the programmes have made a
significant contribution to reducing poverty andnerability.

Impact studies of Mongolia’€hild MoneyProgramme and South Africa@ld Age Grant and
Child Support Granteport that they have contributed to a very sigaift reduction in poverty
and vulnerability amongst the poorest.

C.2. Protecting consumption

Social transfers, if regular, reliable and adequzde contribute towards protecting households
against a variety of contingencies and hazards. $samial transfer programmes have explicit
insurance components, but the supplementary in¢dbeyeprovide enables households to cope
with contingencies. Some variants of public workmployment guarantees are an important
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exception. TheNational Rural Employment Guarantee Scheameéndia is reported to have
reduced the income variability of poor labourersabgut 50 per cent.

Strengthening the insurance properties of socaisters is an important challenge for the
future. Several social transfers in countries sagiMexico, Brazil, Jamaica, South Africa and
Indonesia have responded to recent food, fuel exadhdial crises by raising benefit levels and
extending coverage to vulnerable populations.

C.3. Social inequality

Social transfer programmes contribute to reduanegine inequality among poor households. They
can also contribute to reducing gender and sawggjuality. However, low level benefits and small
programme budgets limit their capacity to reducgregate inequality.

D. Facilitating social inclusion and cohesion

D.1. Empowerment and gender

Anthropological studies athallenging the Frontiers of Poverty Reduction/Tetngg the Ultra
Poor in Bangladesh find that the programme represedeparture from old-style patronage in
village society. Among the positive impacts is thelusion of extremely poor people into
village community social life.

In Chile, a study finds that beneficiaries@ifile Solidarioimproved their awareness of social
services in the community. In Mexico, studies fithéit women’s self-esteem and financial
security was enhanced as a result of the transéed,their status in the community was
improved. Similar results are reported fr@razil's Child Labour Eradication Programme
now integrated int@olsa Familia

In India, the Maharashtra Rural Employment Guarantee Schemoetributed to changing
exploitative patron-client relationships, as it leled landless labourers to negotiate better
wages. In Ethiopia, narrative evidence reports Wanen’s participation in th&lrban Food

for Workprogramme increased their confidence in their abifities.

Evidence from social pension schemes in LesothoNemrdibia indicates that elderly people

have improved their financial self-reliance anddeetheir status within the household. Social
pensions can thus play an important role in rasgodignity and conferred recognition to

elderly people, in contexts where they would othsevbe perceived as economic burdens.

D.2. Social cohesion

Social transfers are linked to improvements inadoiclusion and social cohesion. This in turn
helps to reinforce the social contract. The extamsif social transfer programmes in Southern
Africa, notably in South Africa, embodies sociadgoolitical commitments to greater equity

and inclusion.

In Colombia, a study of Familias en Accién repartgproved levels of social trust and
collective altruism in beneficiary neighbourhoo@udies of Mexico’s Progresa show that
social relationships between beneficiary women patentially build new forms of social

capital. For example, there are reports of womegarmising collectively against violent and
abusive behaviour against women.

In conclusion, this review of the effects of nhomtidbutory social transfers in developing
countries finds that they can make a very significeontribution to reducing poverty and
vulnerability in developing countries. The studiesiewed here confirm that social transfers
have effects on a range of dimensions of wellbetggpending on programme objectives,
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design, and resources. Social transfers have preffedtive in middle income countries, but
their introduction in low income countries posepartant challenges in terms of finance and
delivery capacity. The main challenge ahead isttengthen the institutional basis of social
transfer programmes within the social protectiosteays in developing countries.

Xi
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1. Introduction

Social security has been explicitly recognized assic human right, and enshrined as such in
international legal instruments (eldniversal Declaration of Human RightsThe promotion

of access to social security has been part of Ilahdate (ILO Constitution from 1919, and
Philadelphia Declaration from 1944) and endemicito historical action. This latter is
manifested, notably, by an important standard regttictivity behind some key international
instruments on social security: tf8ocial Security (Minimum Standards) Convention,2195
(No. 102); the Income Security Recommendation, 1944 (No. &) the Medical Care
Recommendation, 1944 (No. 69).

The materialization of access to social security been a historical and gradual process that
has played and continues to play a very importal® in the development of what are now
developed countries and their successes in reduofigpoverty, inequality, stabilization and
social cohesion. But despite the progress madkenmaterialization of the universal right to
social security, very important gaps remain with stany countries in the world which have
low or very low levels of social security coveragayticularly among those in the low and
middle income categories.

Recognizing this problem, ILO’s work on social séfyuin recent years has been conducted
within the framework of the Campaign on Social $#g@nd Coverage for all, as mandated by
the International Labour Conference of 2001. Thategy for this Campaign is based on a two-
dimensional approach. The first dimension compribes provision of income security and
access to healthcare, even if at a modest based, lev the entire population (horizontal
extension) through a basic package of social teassfn the second dimension, the objective is
to seek to provide higher levels of income secuaitg access to higher quality health care as
countries achieve higher levels of economic develm (vertical extension).The basic
package of social transfers in combination withosms that guarantee access to adequate and
affordable nutrition and essential social servifesns a “social protection floof” The
Campaign is not prescriptive about what are the besial security mechanisms to extend
social security. Different countries will envisagad implement different combinations of
needs-based, insurance-based and non-contribytstgnss of social protection.

While access to social security is first a matferights, it is also useful to review its effects o
outcomes of development and anti-poverty agendaeireloping countries. This review can
help to better assess the relevance to invest@udsiources in social protection in a context
where these resources are quite limited and thdsnaee many. This is the purpose of this
Compendium. The focus has been placed on non-batdry programmes in developing
countries which have become a core component oérppveduction strategies in many of
them. They play a critical role today in extendimgome security to all in line with the
horizontal dimension of the ILO Campaign. A seabtbacompendium matrixprovides
detailed information on the effects of social tfers including a full list of country
programme$

Non-contributory social transfer programmes in digw@g countries show considerable
variety in programme designSome areure transferssuch as South Africa®ld Age and

2 The concept of aocial protection floorhas been adopted by the United Nations system Chief
Executives as one component of its policy approactaddress the global financial crisis, and was
endorsed by the International Labour Conferenc®2@0an element of the Global Jobs Pact.

® The Compendium Matrix is available on the ILO’s GiblExtension of Social Security (GESS)
website atwww.socialsecurityextension.org/gimi/gess/ShowWiki.da2v89

* Information on the selected social transfer prognes referred to in this Compendium can be found in
Annex |, and a Glossary of terms is in Annex II.
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Disability Grant or its Child Support Grant Increasingly, social transfer programmes in
developing countries link transfers withasic service provisionMexico’s Oportunidades
(previously known a®rogresg, links income supplements with school attendaarte health
check-ups. Similarly, Brazil'8olsa Familiaprovides income transfers to poor households, on
condition that they regularly send their childrensthool and that household members attend
health clinics. Other programmes offer transfersdttional on beneficiary households
providing work in local infrastructure developmeat,guarantee paid employment. Examples
of these programmes are thational Rural Employment Guarantee SchefNREGS) in
India, and Ethiopia’sProductive Safety Net Programn{®SNP). Finally, integrated anti-
poverty programmes such as Chile Solidario combiasfers with a wide range of
interventions in health, education, employmentpine, registration, intra-household dynamics
and housing

There is also diversity in programme objectives amdhe selection of beneficiaries. All
programmes aim to reduce poverty and vulnerabiBgme focus to a greater extent on
reducing extreme poverty, while others target ggeaerational poverty persistence by focusing
interventions on children. This has implications flee selection of beneficiaries. Categorical
transfer programmes select children or older peofite example. In addition, most
programmes select beneficiaries in poor or podresseholds.

There are important differences between socialstemnprogrammes in middle income
countries and those in low income countries. Onwiele, middle income countries have
greater financial, administrative and research cfp# implement social transfer programmes
to scale. In low income countries, on the otherdh#me extension of social protection has been
slower, programmes institutionalisation has beerenpoecarious, and sustainability issues are
important. In low-income countries in sub-SahardricA and lower middle income countries
in Central America, programmes tend to be of fiterdn, small-scale, and at the pilot stage

The compendium does not attempt to provide an estivaureview of all available studies, but
instead to outline the main findings. Where possitthe compendium relies on quantitative
and qualitative studies of impact, based on houdekorvey data and using appropriate
analytical methods. The intention is to provide @lwgrounded and comparative review of the
effects of social transfers, accessible to poligkens. The majority of existing programmes
have been introduced in the last decade, and trerefesearch on their impact and
effectiveness is just beginning to provide a cormpnsive knowledge base, but knowledge
gaps remain.

There are important limitations which apply to tliempendium. The impact evaluation
literature reviewed here normally focuses on agssgsthe extent to which social transfer
programmes achieve their explicit objectives. Whepregrammes have the objective of
improving school attendance, or facilitating assetumulation, these effects are measured
with relative precision. Less information is avhlion less direct effects — for example the
impact of social transfers on social inclusion ampowerment. Fortunately, the research
literature on the indirect effects of social trasfis growing fast. Larger-scale programmes in
middle income countries have taken greater carecadiiecting evaluation data and
commissioning relevant studies, than has been d@ise among low income countries. This

® See Barrientos, A.; Holmes, R. & Scott, J. (2008Ei&@ Assistance in Developing Countries Database
version 4. Manchester, Brooks World Poverty Ingtitand CPRC. And, Barrientos, A. & Holmes, R.
(2007). Social Assistance in Developing Countries.néf@ster, Chronic Poverty Research Centre,
Barrientos, A. & Hulme, D. (Eds.) (2008%ocial Protection for the Poor and Poorest: Consgpt
Policies and PoliticsLondon, Palgrave.

® See Barrientos, A.; Hulme, D. & Nino-Zarazua, M. (@DOWill the green shoots blossom? A new
wave of social protection in Sub-Saharan Africa. Measter, Brooks World Poverty Institute, University
of Manchester, Barrientos, A. & Santibanez, C. (3089cial policy for poverty reduction in low income
countries in Latin America: Lessons and Challen§esial Policy & Administration43, 409-424.
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imposes a bias in the discussion below towards lmigttome countries and towards well-
established programmes.

Whether the observed effects in middle income awsican be safely extrapolated to low
income contexts requires careful consideration. itramaries at the end of the sections below
note these biases explicitly. The discussion afatéfis mainly focused on the short term, while
longer- term effects are perhaps most importanthitpoint it is not possible to establish with
certainty the likely longer-term effects of sodiansfers, at least in the context of developing
countries. In developed countries, on the otherdhdime crucial role of social transfers in
eradicating absolute poverty, supporting improveiseénwell-being, and facilitating economic
and social transformation is supported by a sulistdrody of evidence

The document does not examine budgetary issuesliwery effectiveness. The International
Labour Office has undertaken detailed simulati@tspss a range of countries in sub-Saharan
Africa with varying fiscal capacity and macroeconoronditions, of the budgetary allocations
required for different interventiofslt concludes that well designed programmes dickett
children, older and disabled people and coveritigpgoty health provision could be affordable
in most countries. Very roughly, their simulatiosigggest that one per cent of GDP could be
sufficient to cover a basic pension, two per cdnEDP a child-focused transfer, and two to
three per cent of GDP could finance primary healtbvision. These budget calculations
assume categorical programmes, which extend endtiés to all in the respective age or
categorical group. Targeted programmes, which famughe poorest members of society,
would require fewer resources, depending on sddle.budgets of existing conditional cash
transfer programmes in Latin America are on avetesgthan one per cent of GDP

The focus of this compendium is on the observedamés of social transfer programmes,
including direct effects and indirect observablieets. To an important extent, outcomes from
social transfer programmes reinforce each othgurdrements in nutrition as a direct result of
income supplements will work to reinforce outcorfresn schooling and health interventions.
For simplicity, the discussion below largely focsigm distinct outcomes, but it is important to
keep in mind the complementarities across outcomes.

The structure of the document is as follows: SecHacovers the effects of social transfers in
generating human development; then Section 3 dissusow social transfers ensure the full
utilization of the productive capacity of benefigidnouseholds; Section 4 examines the impact
of social transfers in raising and protecting hbwa$g consumption; a discussion of available
evidence on the effects of social transfers onasaoclusion and cohesion is presented in
Section 5. Section 6 concludes.

" Cornia, G. A. & Danziger, S. (1997¢hild poverty and deprivation in the industrializeduntries
1945-1995, Oxford, Clarendon Press.; Atkinson, A.1®96). On targeting social security: theory and
western experience with family benefits. IN VAN DE WALLE, & NEAD, K. (Eds.)Public Spending
and the PoarBaltimore, Maryland, the John Hopkins Universitg$y.

® Behrendt, C. (2008). Can low income countries in-Saharan Africa afford basic social protection?
First results of a modelling exercise. In Barriennth. & Hulme, D. (Eds.pocial Protection for the Poor
and Poorest. Concepts, Policies and Politicsndon, Palgrave.

° Barrientos, A. (2008b). Financing Social Protectithi BARRIENTOS, A. & HULME, D. (Eds.)
Social Protection for the Poor and Poorest: Consgpolicies and Politics.ondon, Palgrave.
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2. Enhancing human development

The important role of human development in socrad aconomic development is now well
understood. More than two centuries ago, Adam Sdegtioted the significance of education
and health in the process of capital accumulati@hexonomic progress Healthier and better
educated individuals have a higher productive d@pdlcan those who are ill, illiterate and
malnourished. They can adapt more easily as ecancinsimstances change, and thus exploit
economic opportunities more effectively.

It is therefore not surprising that wealthier hdwdds show higher levels of investment in
human capital — through, for example, expenditureldldren’s education, nutrition and health
— than poorer households. Poverty and persister@rpoare often associated with insufficient
investment in nutrition, health and education. Fégli below shows the relationships linking
low investment in children’s human capital to psetesit poverty.

Figure 1. Intergenerational poverty traps

Low investment
in human capital e.g.
children’s education and health

Tt 3

Low earnings
and wages

Poverty

Low productivity

The design of recent social protection programmes lbeen shaped by the knowledge that
reducing and preventing persistent poverty meaciditg these deficits. A growing body of
research confirms that social transfer programnesgpecially those focused on human
development, are effective instruments for imprgvischooling, as well as health and
nutritional status, among poor and poorest houslshdrhe focus here on human capital
investments provides a powerful framework for désion about the relationship between
social transfers and household wellbeing, whilsknagvledging the legitimate value that
people intrinsically place upon good health, forimatruction and nourishment.

10 Adam Smith, for instance, referred to educatiorpas of the ‘stock of any society’, denoting that:
“the acquisition of... talents, by the maintenance of the acquirer during déducation, study, or
apprenticeship, always costs a real expense, wisich capital fixed and realized, as it were, in his
person. Those talents, as they make a part of hisrfe, so do they likewise that of the society hictv

he belongs. The improved dexterity of a workman magohsidered in the same light as a machine or
instrument of trade which facilitates and abridgabdr, and which, though it costs a certain expense,
repays that expense with a prifipp 115 in: Smith, A. (1776\n Inquiry into the Nature and Causes of
the Wealth of Nation€lectronic version edited by John Morrow.
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This section outlines and discusses the main fggliof recent impacts studies of social
transfers on human capital. It focuses particulamty schooling, child labour, health and
nutrition. Although these dimensions of human cdpiare interrelated and mutually
reinforcing, we initially discuss them separately.

2.1. Nutrition and health

Transfers are primarily intended to raise and/ootgmt household consumption, and
particularly food consumption, which is the largesipenditure item of poor and poorest
households. Some transfer schemes specificallydechutrition-related interventions, usually
focused on children. Mexico®portunidadesfor example, distributes nutritional supplements
for infants.

Improvements in child nutrition can be observed amdsured with the use of anthropometric
data. Weight for age provides insights into thersteym impact of improved nutrition, while
height for age provides information on the longvtesffects of improved nutrition. Height for
age is particularly informative as regards the &rgrm impact of transfers, including labour
market opportunities, as studies have consistdatind a height wage premium. Evaluation
studies of Mexico'¥Oportunidadedind that children exposed to the programme gaioeel
centimeter in height for age compared a controlugrawo years after the start of the
programmes. The gain was 0.65cm six years afteptbgrammé’. Similar improvements in
long-term nutrition have been found among childrepensioner households in South Africa,
especially among gift& A study of theChild Support Granin South Africa finds that children
born to beneficiary mothers are predicted to becBiRtaller as adultd The authors estimate
that the present value of increased future earngigsthe order of 60-130 per cent greater than
the cost of the grant.

Households receiving support frddono de Desarrollo Humanie Ecuador had a 25 per cent
increase in food expenditure, which was also linfeeiinprovements in nutritional statisin
Colombia, a substantial increase in intake of pmetieh foods and vegetables was observed as
a result ofFamilias en Acciénlt was estimated that the number of days per vebdlren eat
meat went from two to three in urban areas, wiigertumber of days they eat vegetables more
than doubletf. Those changes in consumption benefited smaldieil in particular: 12-
month-old boys grew 0.44 centimeters more thanlairshildren who did not benefit from the
transfer.

As regards food security, earlier studies of Maharashtra Rural Employment Guarantee
Scheman India found that the programme played an imgodrirole in combating seasonal

' Neufeld, L.; Sotres Alvarez, D.; Gertler, P.; TolentiRayo, L.; Jimenez Ruiz, J.; Fernald, L. C.;
Villapando, S.; Shamah, T. & Rivera Donmarco, J. B00npacto de Oportunidades en el crecimiento y
el estado de nutricion de nifios en zonal ruralssHERNANDEZ PRADO, B. & HERNANDEZ
AVILA, M. (Eds.) Evaluacion Externa de Impacto del Programa Oportunea@004: Alimentacidn
Cuernavaca, Instituto National de Salud Publica.

2 pDuflo, E. (2003) Grandmothers and GranddaughtersAQ&Pensions and Intrahousehold Allocation
in South AfricaWorld Bank Economic Reviewy, 1-25.

3 Aguero, J.; M., Carter, M. R. & Woolard, I. (200The impact of unconditional transfers on nutrition
the South African Child Support Grant. Brasilia, mtional Poverty Centre.

 Ponce, J. & Bedi, A. S. (2009). The impact of ehamansfer program on cognitive achievement: The
Bono de Desarrollo Humano of Ecuad&conomics of Education Revielagrthcoming.

% Attanasio, O. (2003). Baseline Report on the Evalnaif ‘Familias en Accién'. London, Institute for
Fiscal Studies
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malnutrition and income variability among poor heluslds®. Similar findings emerge from
early impact evaluation of EthiopiaRroductive Safety Net Programfieand theNational
Rural Employment Guarantee Scheméndia'®

The impact of transfers on nutrition is significamtlow income countries, and in rural areas.
Participants in Bangladeshthallenging the Frontiers of Poverty Reduction/Tetigg the
Ultra Poor programme reported a significant improvement iirtloverall calorie intake. At
the baseline, 97 per cent of participants wererteddo be malnourished. That percentage was
reduced to 27 per cent after two years of parttipan the programnié

A study on theKalomo District Pilot Social Cash Transfer SchenmeZambia finds that the
nutritional status of the beneficiary populatiorowied a marked improvement. The incidence
of households living on one meal a day decreased 9.3 per cent to 13.3 per ¢&nfood
intake also appeared to have improved in termsuality: the intake of fats, proteins and
vitamins increased.

Evidence on improvements in nutrition as a resiuthe introduction of transfer programmes is
strong across a range of programmes, and acresga of countries. It confirms the direct link
between income supplementation and food consumpimeng beneficiary households.
Evidence is particularly clear and strong in terofs improvements in child nutrition,
suggesting medium- and long-term effects on thiglahi’s lifetime opportunities.

Transfers have significant impacts on health staiosther dimension of human development
with direct implications for productive capacityorSe transfers directly target improvements in
health care access and utilization. Others affeealth care indirectly, through the

supplementation of household income and the agsdciamprovements in household

consumption.

2.1.1. Child health

In Latin America, human development conditionalngfer programmes (described in the
international literature as conditional cash trangfrogrammes) explicitly target improvements
in health care for beneficiary households. Thesgammes require participant households to
utilize preventive health care facilities on a feguasis, particularly expectant mothers and
infants. Overall, the programmes appear to have tmeir objectives. An evaluation of
Colombia’sFamilias en Acciérreports a rise in the percentage of children urgddemonths
attending health care check-ups, from 17.2 per ted0 per cent, and a corresponding rise

' Subbarao, K.; Bonnerjee, A.; Carvalho, S.; EzenigKarGraham, C. & Thompson, A. (1998afety
net programmes and poverty reduction. Lessons frosserountry experienc&Vashington DC, World
Bank.

7 Gilligan, D.; O., Hoddinott, J. & Seyoum Taffesse, R0Q8). the impact of Ethiopia's Productive
Safety Net Programme and its linkages. WashingtePRI.

¥ Ravi, S. & Engler, M. (2008\Workfare in low income countries: An effective wayfight poverty?
The case of NREGS in Indiadian Business School.

! Rabbani, M.; Prakash, V. A. & Sulaiman, M. (200&)phct Assessment of CFPR/TUP: A descriptive
analysis based on 2002-2005 panel data. Dhaka, BRAC.

% Ministry of Community Development and Social Seed & German Technical Cooperation (2006)
Evaluation Report. Kalomo Social Cash Transfer 8&h&ocial Safety Net Projedtusaka.
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from 33.6 per cent to 66.8 per cent for childreecabetween 24 and 48 morfthdmproved
utilization of health care facilities directly affis morbidity rates. The proportion of children
affected by diarrhoea declined from 32 per ce@ager cent among children aged under 24
months, and from 21.3 per cent to 10.4 per centngmumder children. The results are
important. According to official statistics, appnmately 1,300 children under 12 months of
age die every year due to diarrhoea, which accdonten per cent of total deaths in that age
group in the countr§?.

Similar improvements in health care utilizationesathave been reported from other social
transfer programmes operating in Latin America. iteduction of Mexico’sOportunidades

led to a doubling of per capita health care visitthe rural population, from 0.5 to one visit per
year on averadge Similarly, the introduction of Peruuntosprogramme led to a 30 per cent
increase in visits to health centres for immunaati among children under age one, and a 61
per cent increase for children aged one to fiversyedhe impact ofChile Solidario on
preventative health care visits was in the ordea @dur to six percentage points improvement
for children living in rural ared$ Nicaragua’sRed de Proteccién Sociamproved timely
immunization amongst children aged between 12 8nuié@nths by 18 per céent

Immunizations and regular health visits can plajgaificant role in reducing the incidence of
illness that in extreme cases leads to prematuathsl@mongst toddlers. In Mexico, there was
a 12 per cent lower incidence of illness among#tin receiving support from Progresa,
compared to children of similar socio-economic elstgristics who did not receive support
from the programnf8 The positive change in parental behaviour towactiidren’s
preventative health care can have important long-teffects on children’s physical and
cognitive development. Ensuring that children ergopd health in early years hence becomes
critical for educational achievements, economic aadial opportunities, and in general, for
overall development throughout their future lifasphl also contributes towards achieving the
Millennium Development Goal (MDG) of reducing thielgal child mortality rate.

2.1.2. Maternal health

Recent studies have confirmed that investments amewn’s health are more important for
future children’s development than previously thiafig Preventive health interventions which

2L Attanasio, O.; Battistin, E.; Fitzsimons, E. & MeshaA. (2005). How effective are Conditional Cash
transfershe Institute for Fiscal Studies Briefing Note 4. London, Institute for Fiscal Studies.

2 Diarrhoea is in fact the second leading cause €dnindeath worldwide. The World Health
Organisation estimates that about 20 per cent d¢d cleiaths, about 1.5 million each year, is duéhie t

condition. For further details see: United Nationsld®an's Fund & World Health Organization (2009)
Diarrhoea: Why children are still dying and what dendone. New York, UNICEF and World Health
Organization.

% Coady, D. (2003). Alleviating structural povertydaveloping countries: The approach of Progresa in
Mexico. Washington DC, International Food Policy &ash Institute.

# Galasso, E. (2006). "With their effort and one apmuity” Alleviating extreme poverty in Chile.
Washington DC, Development Research Group, World Bank.

% Maluccio, J. A. & Flores, R. (2004). Impact Evaloatof a Conditional Cash Transfer Programmes:
The Nicaraguan Red de Proteccién Social. Washin@xan |FPRI.

% Skoufias, E. (2005). Progresa and its Impacts len Welfare of Rural Households in Mexico.
Research ReportVashington, International Food Policy Researclitlits.

%" For a recent discussion on this issue, see Behrin&.; Murphy, A.; Quisumbing, A. R. & Yount, K.
(2009). Are Returns to Mothers’ Human Capital Redlize the Next Generation? The Impact of
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ensure regular antenatal visits can be potentiédhsaving for many women in the developing
world®®. The Millennium Declaration set the target of reidg by three- quarters the maternal
mortality ratio. It is important therefore to lo@k evidence documenting the effects of social
transfers on improving maternal health.

A study of Peru’sluntosreports an increase of approximately 65 per aeptreé-and postnatal
visits to health clinics, as well as a reductiormome births. This is a significant achievement,
given the very high levels of maternal mortality timee areas targeted by the programme.
Similar findings are reported from Mexicd®ogresa,with an increase in prenatal health care
during the first three months of pregnancy of agpnately eight per cefit Chile’s Solidario
led to an increase of seven per cent in cervicabssamong rural women aged 35 and older, a
fact that reflects improvements in women’s knowkedmd attitudes towards sexual health-
related practicé& Improvement in health care leads to reduced mditybiates among adults
too. An evaluation of Mexico'®portunidadedound a reduction in days in bed due to illness,
of 22 per cent after two years of the programtheSocial transfers can also be beneficial to
other adult members of the family.

Improvements in health status have been observether regions and for different types of
programme. Studies on the impact of social pensiordouth Africa have found significant
improvements in the health status of pensionerstagidhouseholds.

In middle income countries, income supplements feotial transfers can be used to cover the
costs of health care, while coordination betweesggamme managers and service providers
helps to ensure there is adequate supply to meetintreased demand. In low income
countries, supply constraints can be a significatmillenge. Studies of the allocation of
household expenditure among beneficiary househodg®rt an increase in health care
expenditures following the introduction of transfeogramme¥.

2.2. Education

Another route linking transfers and human develamme schooling. Many social transfer
programmes directly target improvements in the sbhg of children in beneficiary

households. This is usually done through specifiigamme objectives, improvements in
supply, and co-responsibilities. Similar effectsn calso be observed in pure transfer

Mothers’ Intellectual Human Capital and Long-Run Mignal Status on Children’'s Human Capital in
GuatemalalFPRI Discussion Paper 00850.

% The UN Children’s Fund (UNICEF) and the World Healthg&hization (WHO) recommend a
minimum of four antenatal visits.

# Gertler, P. & Fernald, L. C. (2005). Impacto de raed plazo del Programa Oportunidades sobre el
desarrollo infantil en areas rurales. In HernanBesdo, B. & Hernandez Avila, M. (EdsEyvaluacion
Externa de Impacto del Programa Oportunidades 200#néitacion Cuernavaca, Instituto Nacional de
Salud Publica.

% Galasso, E. (2006). "With their effort and one apmuity” Alleviating extreme poverty in Chile.
Washington DC, Development Research Group, World Bank.

31 Skoufias, E. (2001). Progresa and its impact enhiman capital and welfare of households in rural
Mexico. A synthesis of the results of an evaluabgrFPRI. Washington DC, International Food Policy
Research Institute.

% Case, A. & Wilson, F. (2000). Health and well-beingSouth Africa: evidence from the Langeberg
Survey. Princeton, Princeton University.

% Huijbregts, M. (2009). Social cash transfers argrtimpact on food security, health and nutrition.
10th EDF Conceptualisation Workshdplongwe, Malawi.
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programmes in countries with reasonable levelschbsl infrastructure. Most programmes
target school enrolment and attendance. As withitiout, there is strong evidence across a
range of programmes that school enrolment anddstere objectives are being met. The issue
of whether these improvements are sufficient inmbelves to improve future opportunities is
harder to confirm at this point.

In middle income countries, where primary schootoBnent rates were high prior to the
introduction of transfer programmes, the impactesn more significant on secondary school
enrolment and attendance. Studies for Colombia,ef@mple, do not find any discernible
impact of Familias en Acciorschool attendance rates amongst children aged tightL; but
the effect of the programme becomes significant pogitive amongst children aged 12 to 17,
with about ten per cent improvement in rural araad 5.2 per cent improvement in urban
aread®. This is common among human development-focusegrammes, such as conditional
cash transfer programmes in Latin America. In Byazistudy finds that school attendance
amongst poor children rose by four per cent asaltref participation irBolsa Familig with

an average effect of three percentage points anmmyg, which is highly significant
considering the high school enrolment rates in Btaz

In Mexico, participation inProgresa/Oportunidadess associated with higher school
enrolment, less grade repetition and better gradgression, lower dropout rates, and higher
school re-entry rates among dropouts. The impastespecially notable in rural areas, where
the number of children entering the first gradesetondary school rose by 85 per cent and
second grade by 47 per c&nDrop-out rates decreased by 24 per cent, witbreesponding
rise in completion rates of 23 per cent for ruedandary schooﬁz These results suggest an
overall increase in completed years of schoolinglmfut ten per cent for the cohort exposed to
Oportunidades This is predicted to increase children’s futuernpanent earnings by about
eight per cent when they reach adultf8odihese findings have been confirmed by qualitative
evaluations with a longer-term foctis

These findings also apply in lower income countrlasNicaraguaRed de Proteccioocial
achieved significant impacts on schooling, despiemodest scale when compared to other
social transfers in Latin America. The programmereéased school enrolment rates amongst
children aged seven to 13 by 18 per cent, and eztltie incidence of child labour by five per
cent’. In Ecuador, a randomised study estimatesBbab de Desarrollo Humangpreviously

34 Attanasio, O., Battistin, E., Fitzsimons, E. & MeshaA. (2005). how effective are Conditional Cash
transfershe Institute for Fiscal Studies Briefing Note N4.London, the Institute for Fiscal Studies.

% cardoso, E. & Portela Souza, A. (2003). The impadtsash transfers on child labor and school
attendance in Brazil Sao Paolo, Department of Ecicobiniversity of Sao Paolo.

% Molyneux, M. (2007). Change and Continuity in $tdProtection in Latin America: Mothers at the
Service of the StateProgramme on Gender and DevelopmeBeneva, United Nations Research
Institute for Social Development (UNRISD).

%" Skoufias, E. & Di Maro, V. (2005). Conditional castansfers, adult work incentives and current
poverty. Washington DC, World Bank.

¥ See Freije, S.; Bando, R. & Arce, F. (2006). Ctiadal transfers, labour supply, and poverty:
Microsimulating OportunidadesEconomia 73-124. And Skoufias, E. & Di Maro, V. (2005).
Conditional cash transfers, adult work incentivesl @urrent povertyWashington DC, World Bank.

% Escobar Latapi, A. & Gonzalez De La Rocha, M. (20@)aluacion Cualitativa del Programa
Oportunidades. Etapa urbana 2003. CIESAS - Occidente.

“° Maluccio, J. A. & Flores, R. (2004). Impact Evaloatof a Conditional Cash Transfer Programmes:
The Nicaraguan Red de Proteccién Social. Washin@xan |IFPRI.
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known asBono Solidariy increased school enrolment for children agedik7 by about ten
percentage poinits

Schooling improvements are not restricted to comiil cash transfer programmes in Latin
America. Unconditional social transfers also ofteave important effects on children’s
education. In Namibia and South Africa, for examgléas been reported that social pensions
paid to grandparents are regularly used to paydgfdldren’s school fees and other associated
expense¥. Figure 2 illustrates the impact of selected doansfer programmes on school
enrolment across a range of countries.

4 Schady, N. & Araujo, M. C. (2006). Cash transfamsnditions, school enrolment, and child work:
Evidence from a randomized experiment in Ecuad@ashihgton DC, World Bank.

42 Devereux, S. (2001). Social Pensions in NamibiaSmgh Africa. Falmer, IDS.
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Figure 2.
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Social transfers appear to be particularly effectivaddressing gender disparities in schooling,
as girls often show disproportionately lower ratésschool enrolment. In Bangladesh, the
Food for Educatiorprogramme is reported to have improved schoollemat amongst girls
by about 44 per cent and amongst boys by 28 per cempared to children outside the
programme. The programme also appeared to redbo®lsdropout rates: only about six per
cent of 4b3eneficiary children dropped out of schaoinpared to 15 per cent of non-beneficiary
children™.

The findings suggest that school enrolment anddtece improve significantly where these
are explicit programme objectives. Some transfeogmammes without an explicit focus on
schooling, such as social pensions, can make mogne these dimensions in middle income
countries with reasonable service infrastructuree €xtent to which these changes translate
into improvements in knowledge and skills in thader term is, however, more difficult to
confirm at present. School enrolment and attendaeree necessary, but not sufficient,
conditions to ensure that current cohorts of chitdreach the labour markets with improved
educational attainment levels. The quality of ediocaand the transition from school to work
are also important. These are research questiorently being pursued.

One aspect that could turn out to be significarnthim context of social transfers is concerned
with potential demonstration effectsin Mexico, the behaviour of beneficiary houselsold
appears to be emulated by non-beneficiary housshdhds in turn results in increased rates of

3 Ahmed, A. U. & Del Ninno, C. (2002). Food for Educat®rogramme in Bangladesh: An evaluation
of the Impact on Educational Attainment and FooduBigy. Washington DC, International Food Policy
Research Institute.

12

A Compendium.doc



school enrolment and clinic visits among non-bemafy householdd. Rising utilization of
educational and health services by beneficiaried @mon-beneficiaries can put significant
pressure on available resources. It is importaaitdttention is paid to ensuring the availability
of adequate infrastructure. The value of increasiiregyears of education that a child receives
can be diminished if the quality of that educati®fow™. In order to address this issue, some
transfer programmes have included complementansfiees to schools for each beneficiary
child they enroll, to support the increase in dednfom educational services.

2.3. Child labour

Many social transfer programmes explicitly targeiict labour. Child labour is an important
factor in ensuring that poverty and confinement tie informal sector persist across
generation®. Early entry into the labour market usually inedwearly exit from school, which
has long-term implications for labour outcomes.many developing countries, child labour
can also be associated with hazardous employmesdudihg child labour can be a very
positive step towards sustained exit from poverty.

It is important to identify the routes by which &ddransfers could lead to a reduction in child
labour among beneficiary households. If child labisuaken to be primarily a reflection of the
income needs of a household, income supplemenithawuke a direct impact on child labour.
However, the economic motivations behind child labextend to non-income factors, and
often emerge as responses to vulnerability amorgy pouseholds. In this context, social
transfers could help to modify or attenuate suckeesk responses. The empirical evidence on
the impact of transfers on child labour is mixed.

In Colombia, Familias en Accionis reported to have led to a significant reductiorchild
labour in rural areas, particularly amongst chitdegied between 10 and*i3Similar effects
(8.8 per cent reduction in child labour) have besorted from NicaraguaRed de Proteccién
Socialfor children in the same age gr8tipA study finds a reduction in child labour of 1&rp
cent as a result of participation in Ecuaddsno de Desarrollo Humaftd A study ofthe
Child Labour Eradication Programmg@ET]I), a programme to eradicate the worst forfns o
child labour in rural Brazil, reports that the pragnme increased children’s time in school,
improved academic success, and reduced labourcipatton and hazardous wotk In
Mexico, small but significant reductions in chilabbur have been reported in the literature.
However, no significant reduction was found for §@ged 16 to 17. This may reflect the

4 Handa, S., Huerta, M. C., Perez, R. & Straffon,280Q) Poverty, Inequality and spillover in Mexico's
education, health and nutrition program. Washind@j IFPRI.

% gee Dreze, J. & Gazdar, H. (1996). Uttar PradeshBTingen of Inertia. In Dreze, J. & Sen, A. (Eds.)
Indian Development: Selected Regional Perspectgtord, Oxford University Press.

“© Emerson, P. & Portela Souza, A. (2003). Is thechildl labor trap? Intergenerational persistence of
child labor in BraziEconomic Development and Cultural Chang#, 375-398.

*” World Bank (2006). Colombia: Familias en Accién. MddBank.

8 Barrientos, A. & Santibanez, C. (2009). Social ppfior poverty reduction in low income countries in
Latin America: Lessons and Challeng8ecial Policy & Administrationd3, 409-424.

49 Schady, N. & Araujo, M. C. (2006). Cash transfasnditions, school enrolment, and child work:
Evidence from a randomized experiment in Ecuad@shihgton DC, World Bank.

0 vap, Y.-T.; Sedlacek, G. & Orazem, P. F. (2002). tiimgj child labor through behavior-based income
transfers: An experimental evaluation of the PETdgpam in rural Brazil. Washington DC, Inter-
American Development Bank.
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increasing opportunity cost of schooling, i.e. imepopportunities forgone for the household as
children grow oldet-

In other cases, the impact of transfers on chibdla has been at best marginal. In Costa Rica,
for example Superémonosicreased school attendance and educational mtainamong poor
children, but there was no evidence of a redudtiochild labour?. Overall, the studies on the
impact ofBolsa Familiaon child labour report small or marginal effectsbth directions. In
South Africa, a recent study found no significanamges in child labour among recipients of
the Child Support Grant*. The effect of Bangladesh®ash for Educatiorprogramme on
child labour only amounted to a small proportioriref effect on school enrolmeht

In sum, it is apparent from this review that sot¢iahsfer programmes have large effects on
human development, especially where this is in flaeir explicit objective. A distinguishing
feature of new social transfer schemes is the tfaat they target human development as a
means to reduce the future incidence of povertyn&lu development effects can also be
observed in pure transfer programmes, where huragel@oment is not an explicit objective
of the programme. Human development effects cambserved for both middle and low
income countries. The effectiveness of the programim achieving human development
objectives will be greater in contexts where appatp service infrastructure is available, and
is of reasonable quality. In low income countribss is not always the case. Combining social
transfers with interventions aimed at strengthesienyice infrastructure is essential there.

°! Rawlings, L. B. & Rubio, L. (2005). Evaluating timpact of conditional cash transfer programs.
World Bank Research Obseryg0, 29-55.

*2 Duryea, S. & Morrison, A. (2004). The effect of céimhal transfers on school performance and child
labor: Evidence from ex-post evaluation in CostaaRiWashington DC, Inter-American Development
Bank.

*% Barrientos, A. & Santibafiez, C. (2009). New formssotial assistance and the evolution of social
protection in Latin Americalournal of Latin American Studie$l, 1-26.

* Samson, M.; Heinrich, C.; Williams, M.; Kaniki, $4uzondo, T.; Mac Quene, K. & Van Niekerk, .
(2008). Quantitative Analysis of the Impact of theil@ Support GrantReport compiled and produced
for the Department of Social Development, the SoutltakfrSocial Security Agency (SASSA) and the
United Nations Children’s Fund (UNICEREape Town, Economic Policy Research Institute.

* Ravallion, M. & Wodon, Q. (2000). Does child labalisplace schooling? Evidence on behavioural
responses to enrolment subsifigonomic Journall110, C158-C175.
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3.  Supporting the full utilization of productive capacity

In the literature on social transfer programmedigh income countries, concern is often
expressed that income transfers to poor housemmatysadversely affect incentives to work,
save and accumulate asd®the likely impact of transfers on labour suppisimtentives, in
particular, has informed policy discussions asgediavith recent welfare reforms in high-
income countrie¥. The impact of social transfers on the utilizatiohproductive capacity
among poor households has been examined in thextoot developing countries. Earlier
studies did find that in-kind food subsidies appeéato generate market distortions and some
disincentives to worf®. More recent studies examining the incentive ¢ffe€ income transfer
tend to find, on the whole, few unintended advezffects. On the contrary, these studies
provide strong evidence that transfers facilitatgorioved resource allocation among poor
household®. The macroeconomic and political context is caitior the effectiveness of social
transfers. Even well-designed social transfer mognes will struggle to achieve their
intended goals if economic growth is modest, omquiadly distributed, and the political context
is adverse.

3.1. Employment and labour market participation

Economic theory suggests that, given competitiveketaconditions, income transfers reduce
labour supply at the margin. They do this by rajdime ‘reservation wage’ of beneficiaries —
that is the wage needed to attract these workéostlre labour market. Social pensions, for
example, do reduce the labour supply of older peanlen though few social pension schemes
require recipients to be inactive in order to dyali Co-responsibilities in human development
transfer programmes do have some effects on dhlour, through making school attendance a
requirement for receipt of the transfer (see Sac#@® above). However, these are wholly
intended and desirable labour supply outcomeseptbhgrammes. The more interesting issue
is what happens to the labour supply of adultsegeipt of the transfer.

Labour force participation rates have been foundddine among the elderly in response to
social pensions, even in the absence of inactteisys as a requirement of eligibility. Labour
force participation rates for those eligible toai®e a pension are very low in South Africa,
and decline rapidly when individuals reach the afggension entitlemertt This outcome is to
be expected, as the combination of the genero$itheo pension benefit and the means test

* For a discussion see Dilnot, A. & Stark, G. (Eds98d). The Poverty Trap, Tax Cuts and the Reform
of Social SecurityOxford, England, Clarendon Press.

*" For a discussion, see Moffitt, R. A. (2002). Wedf@rograms and Labour Supply. In Auerbach, A. J.
& Feldstein, M. (Eds.Handbook of Public Economickondon, Elsevier Science B.V.

* See e.g. Besley, T. & Kanbur, R. (1988). Foods&iibs and Poverty AlleviatiofEconomic Journal

98, 701-719; Anand, S. & Kanbur, R. (Eds.) (199RBublic Policy and Basic Needs Provision:
Intervention and Achievement in Sri Lankaxford, England, Clarendon Press; and Sahn, D. &
Alderman, H. (Eds.) (1995)ncentive effects on Labor Supply of Sri LankaseR$ubsidyBaltimore,
Maryland, The John Hopkins University Press.

% Ardington, C.; Case, A. & Hosegood, V. (2007). Labsupply responses to large social transfers:
Longitudinal evidence from South Africa. Cambridgé MNational Bureau of Economic Research.

% See Carvalho, 1. (2000). Old-Age Benefits and thbola Supply of Rural Elderly in Brazil. MIT,
Lam, D.; Leibbrandt, M. & Ranchhod, V. (2004). Labdwwrce Withdrawal of the Elderly in South
Africa. Cape Town, African Development and Poverty R¢ida Forum.

®% Lam, D.; Leibbrandt, M. & Ranchhod, V. (2004). Labdiorce Withdrawal of the Elderly in South
Africa. Cape Town, African Development and Poverty Rida Forum.
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provide strong incentives to withdraw from the labmarket. In other countries though, such
as Namibia, studies reported improvements in thiedistandard of poor farmers as a result of
the social pension. This suggests that peoplednagke continue to farm for a considerable
period, until they are physically impedéd

To the extent that social transfers lift credit addcare constraints, they could enable other
household members to work. Under these circumssaribe impact of social transfers on
labour supply will be positive. In Brazil, a recestudy finds that for the 30 per cent poorest,
after controlling for the impact of age and fanstyucture, the labour market participation rate
for individuals belonging to beneficiary househotdBolsa Familiawas significantly higher
than that for individuals living in households mmtvered by the transfer progranftherhese
findings are consistent with other impact studiéBolsa Familia®, which show a positive
impact of the programme on the supply of laboumifar results have been reported from
Mexico’s Progresa. There appears to be no evidence of a reductionaliour force
participation rates as result of receiving supdostn the transfer programife A small
reduction in child labour appears to have been emsgted for by an increase in the labour
supply of adult®. In fact, the programme appears to boost employimgelping people to
meet essential transaction costs, such as traasiparto work.

Labour market conditions at the local level mayeréwless restrict the potential effects of
social transfers on employment generation. A resery reports that about 85 per cent of new
school graduates who received support fr@mportunidadescould not find work in their
localities and, for that reason, were planningrigeaté’. This means that in areas with a high
poverty incidence, employability can be highly doaimed. The impact of social transfers can
be undermined in the absence of simultaneous sftorimprove labour opportunities and the
quality of employment. If the full gains of socisdansfer schemes are to be realised,
complementary employment policies will need torplemented.

Indeed, spillover effects of social transfers hbgen reported in small and self-contained local
economies. In Namibia, many grocery stores arosvém the smallest villages in response to
the increased demand generated by the social mepsigramme. The study reports thaten

the smallest and most isolated settlement now hkesmst one village store, selling maize-meal
and groceries even in times of food crises sucldrasght. The social pension has helped
stabilize food supplies in a country of vast dists) dispersed populations and widespread
rural poverty, thus offsetting the need for food deliveries during drought emergenc‘?gs

52 Devereux, S. (2001). Social Pensions in NamibiaSmgh Africa. Falmer, IDS.

% Medeiros, M.; Britto, T. & Soares, F. (2008). Teted Cash Transfer Programmes in Brazil. Working
Paper 46. International poverty Centre.

% See e.g. (Cedeplar), C.D.D.E.P.R. (2006). ProjetcAdaliacio do Impacto do Programa Bolsa
Familia.Relatério Analitico Final, Mimeo

% See e.g. Parker, S. & Skoufias, E. (2000). Theathpf PROGRESA on Work, Leisure, and Time
Allocation: A Final Report. Washington DC, Internatidifrood Policy Research Institute, Skoufias, E. &
Di Maro, V. (2005). Conditional cash transfers, aduldirk incentives and current poverty. Washington
DC, World Bank.

% Skoufias, E. (2001). Progresa and its impact enhiman capital and welfare of households in rural
Mexico. A synthesis of the results of an evaluabgrFPRI. Washington DC, International Food Policy
Research Institute.

" Molyneux, M. (2007). Change and Continuity in $tdProtection in Latin America: Mothers at the
Service of the StateProgramme on Gender and DevelopmeBeneva, United Nations Research
Institute for Social Development (UNRISD).

% Devereux, S. (2001). Social Pensions in NamibiaSmah Africa. Falmer, IDS.
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Early studies of social pensions in South Africacatemark upon the fact that transfers
stimulated local production and trade. In remotralrlocations, transfers are delivered by
armoured transport on a particular day and timd, @anthat day, traders bring their wares to
that location, while moneylenders come to lendadlect money’. Establishing whether social
transfers have effects beyond the direct beneiésaran help us to arrive at more accurate
assessments of the aggregate benefit of sociaifénan

There is also a complex set of effects of trangferthe allocation of household resources. One
study in South Africa reported that pension incdrad significant effects on the hours of work
and employment of 15-50 year-olds co-residing \wigthsion beneficiarié® Using 1993 cross-
section data from three- generation African houkkhdhe authors estimated that 15-50 year-
olds living with a pension-eligible person undedgak average 6.4 fewer hours of work and
have a 4.3 per cent lower probability of employmégritically, however, the study samples
co-residents only, and misses out non-residentdimid members.

Another study noted a high incidence of labour atign — as many as 30 per cent of rural
households in South Africa have a migfanReplicating the study reported above, but now
including migrant household members, this studgdithat the negative association between
pension receipt and labour supply in that studybess positive, and conclude that 15-50 year-
old individual members of a household with a pemsieligible person have a 3.2 percent
higher probability of employment. Breaking this dolwy gender, they find that when pension
income is received by male pensioners there isigmfisant effect on the labour supply of
adult household members, but that there is a steomd) positive effect when the pension
recipient is female. The study suggests that pansicome received by women is particularly
important for rural households, because it makg®dsible for grandmothers to support their
families. A recent study has confirmed this findimgth longitudinal dat&? helping to track
household changes around pension re€ei@ocial pensions relax income and childcare
constraints and enable the household to improviedhecation of labour resources.

Particular types of social transfers that rely upeti-selection, such as public works schemes,
if properly designed, can help to minimize the ptitd adverse effects of transfers on labour
markets. It is argued that, because wages areckat lthe market rate, only the jobless poor
will participate in such programmes. These prograsirhave the added advantage that
potential benefit leakages to the non-poor willrbduced. However, the opportunity cost can
also be significant, if by participating in the gramme, the household beneficiary forgoes
income-generating opportunitiés

In India, for example, théWorld Development Report 198@ported that, due to the
Maharashtra Employment Guarantee Scheme@employment and underemployment in

% Ardington, E. & Lund, F. (1995). Pensions and depsient: social security as complementary to
programmes of reconstruction and developmigatielopment Southern Africa2, 557-577.

° Bertrand, M.; Mullainathan, S. & Miller, D. (2003public Policy and Extended Families: Evidence
from Pensions in South AfricsVorld Bank Economic Review7, 27-50.

™ Posel, D.; Fairburn, J. A. & Lund, F. (2004). LabMigration and Households: A Reconsideration of
the Effects of the Social Pension on Labour Supplyouth Africa.Economic Modelling23, 836-853.

2 A dataset containing observations on householdsroed over multiple time periods.

" Ardington, C.; Case, A. & Hosegood, V. (2007). Labsupply responses to large social transfers:
Longitudinal evidence from South Africa. Cambridgé MNational Bureau of Economic Research.

" Ravallion, M. & Datt, G. (1995). Is Targeting thrdug Work Requirement Efficient? Some Evidence
for Rural India. In Van Del Walle, D. & Nead, K. (Ed®ublic Spending and the PooBaltimore,
Maryland, the John Hopkins University Press.
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Maharashtra was reduced by approximately 20 pericehe late 19703 Dev finds, however,
that the scheme contributed to reducing unemployrbgnabout seven per cent in the late
19804°. Patel points out that this sharp reduction inspefdays generated under the
Maharashtra Employment Guarantee Schemaes partly due to an increase in the wage rate
that led to job rationing, with poor people beihg tmost affected by the reduction. Another
factor was that during the 1980s activists, WhOébmﬂ/iously put pressure on the scheme to be
implemented effectively, disassociated themsélvdgonetheless, Osmani and Dev conclude
in separate studies that thaharashtra Employment Guarantee Scheouwatributed to
reducing unemployment and underemployment. Estgnasey from less than one-tenth to
one-third, depending on the period under examin&tio

In Argentina, it has been estimated tllafes y Jefas de Hogar Desempleadoa transfer
programme conditional on labour supply or trainingeduced the unemployment rate by about
2.5 percentage poirifs Another study argues that the programme coulde hgenerated
incentives for beneficiaries to work in the infodrsactof’. In Chile, an impact study of Chile
Solidario concludes that the programme may haweredlt attitudes towards work amongst
beneficiaries. In particular, enrolment in the loeanployment office, a precondition for
eligibility to various public training programmeappears to have increased the incidence of
labour re-insertion and participation in training 30 per cent in urban areas, and about 14 per
cent in rural areas. However, while these changebehaviour can increase employment
prospects amongst beneficiaries, significant effemt labour force participation are only
observed in rural areHs

In summary, the labour supply responses of houdshbknefiting from social transfer
programmes have been studied for a variety of ecmsntProgrammes in Brazil, Mexico, South
Africa, Ethiopia and Bangladesh have been examifbeé. studies find reductions in work
among children and older people, where programmeefoaused on these groups, but these are
compensated for by increased adult labour. Amongtadhemselves, labour supply effects
were found to be positive for Brazil and South édri They worked through a reallocation of
household resources, which was facilitated by ¢éggiliarity of the transfer.

® World Bank (1980)World Development Repoitlew York, Oxford University Press.

® Dev, S. M. (1992). Poverty Alleviation ProgrammesCase Study of Maharashtra with Emphasis on
Employment guarantee Schendscussion Paper 7/Bombay, Indira Ghandi Institute of Development
Research.

" patel, S. (2006). Empowerment, Co-option, and DotitinaThe Politics of Employment Guarantee
Scheme of Maharashtlaconomic and Political Weekl$0, 5126-5133.

® Dev, S. M. (1995). India's (Maharashtra) Employm&arantee Scheme: Lessons from Long
Experience. IN VON BRAUN, J. (Ed.Employment for Poverty Reduction and Food Security
Washington, DC; International Food Policy Researddtitute; Osmani, S. R. (1991). Social Security in
South Asia. in Ahamad, E., Dréze, J., Hills, J. & Sen(Eds.).Social Security in Developing Countries
Oxford, Clarendon Press.

" Galasso, E. & Ravallion, M. (2003). Social Protectin a Crisis: Argentina's Plan Jefes y Jefas.
Washington DC, World Bank.

8 Gasparini, L.; Haimovich, F. & Olivieri, S. (2007)ahour informality effects of a poverty-alleviation
program. Buenos Aires, CEDLAS, Universidad de la Plata.

8 Galasso, E. (2006). "With their effort and one apmuity” Alleviating extreme poverty in Chile.
Washington DC, Development Research Group, World Bank.
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3.2. Social transfers and productive activity

Most social transfers are designed to support Hmldeconsumption, but they can facilitate
productive investments. Where transfers are reguleair effects can be greater. Regular
transfers enable households affected by credit lmuidity constraints to reallocate their

productive resources, and to accumulate and prifteictassets.

For credit-constrained households, investment reguiaising savings and therefore reducing
current consumption. Among low income householdgeeially those with uncertain or
volatile sources of income, savings may be diffidol achieve. Poor households also have
difficulties in providing collateral to secure l@ifrom formal financial institutions. This is
especially true in developing countries, where icrethrkets are highly fragmented. This is
well documented in the micro credit literature, miiig to the difficulties in reaching the
poorest househol®s In that context, social transfers can play andrtant complementary
role in lifting credit constraints for the poor apdorest households.

Firstly, as social transfers are regular and ridiathey can encourage small-scale savings and
thus investment decisions. However, the importafgeroviding an adequate size of transfer
must be stressed. This is illustrated by EthiopRrfeductive Safety Net Programmehich
provides income transfers for a maximum periodiofh®onths per year. While it was intended
to significantly increase household income, thegmmme is reported to have lost its
purchasing power due to rises in food prices anbdeitefore became too small to address the
needs of the poBt Similarly, in Zambia, studies of th€alomo District Pilot Social Cash
Transfer Schemeeported that, although the community welcomed sbeeme, because it
alleviates the overwhelming social burdens of tigstipeople, complaints about the small
amount of the transfer are comnfibn

Secondly, social transfers can prove more effectiveombination with other interventions, in
enabling access to credit. There are indicationssaca variety of social transfer programmes,
in middle and low income countries that benefigarare able to save and invest a fraction of
their income following the receipt of transfersdaaiso that access to credit can be facilitated
by the transfer.

In Bolivia, a social pensiorBonosol- recently renameBono Dignidad- is paid once a year
to persons aged 65 and older. At around US$246eptesents a significant injection of
liquidity to rural farmers. Although they have lantey often lack access to credit markets to
purchase seeds and other agricultural inputs. Alystias estimated that among pension
beneficiaries in rural areas, overall consumptimes by twice the amount of the benefit,
suggesting that improved household production eadlithted by the transfer. The effect is
observed only among rural households with land,iarstronger for goods which are typically
produced by these households, such as dairy, mdategetablés,

8 For a discussion, see Amin, S.; Rai, A. & Topa, G0®. Does microcredit reach the poor and
vulnerable? Evidence from northern Bangladedburnal of Development Economic30, 59-82.
Armendariz De Aghion, B. & Morduch, J. (2007)he Economics of MicrofinanceCambridge,
Massachusetts, The MIT Press. and Nino-Zarazua2BD9). Microcredit and Poverty in Mexico: An
Impact Assessment in Urban Markd#unich, Germany, VDM Verlag.

8 Gibson, J. & Nyhus, C. (2009). Joint Save the Ghild Unicef study. Ethiopia Country Report.
84 See Devereux, S.; Marshall, J.; Macaskill, J. &hasd, L. (2005). Making Cash Count. Lessons from
cash transfer schemes in east and southern Afdcaudpporting the most vulnerable children and

households. Save the Children UK, HelpAge Internatiand Institute of Development Studies.

% Martinez, S. (2007). Invertir el Bonosol para @ivia pobreza: Retornos econémicos en los hogares
beneficiarios. In Aponte, G.; Jemio, L.C.; LasefRgMartinez, S.; Molina, F.; Schulze, E. & SkinnEr,
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Similarly, studies have observed a rise in investniy beneficiary households compared to
non-beneficiaries in Mexico'’®rogresa One study estimates that, on average, arounced2 p
cent of transfers to beneficiaries were investedpinductive assets A separate study
compares the impact of Progresa with an asset adation programme directed at small and
mediufrg-sized farmers callé&ocampolt finds the latter had income multipliers of anolul.5

to 2.6.

In Namibia, the social pension is also reportetift@redit constraints in southern areas of the
country. Pensioners are in a better position tesgedinformal credit arrangements from, for
example, shopkeepers, as they receive regular tgdnttomes that act as a guarantee to back
the loan®. Along similar lines, Brazil's non-contributory pgion programme for informal
workers in rural area®révidenciaRural, has been shown to enable beneficiaries to access
formal credit by showing the magnetic card whictused by them to collect their pensiths
Another study on the Brazilian social pension paogme shows that an important proportion
of beneficiaries invest part of their transfer @eds, tools and other productive assets. These
strengthen small-scale economic activities and temsployment amongst beneficiary
household¥.

In Bangladesh, BRAC'Jargeting the Ultra Poor Programmigas been specifically designed
to facilitate productive and financial asset acclation through the combination of income
transfers and human capital interventions with enaredit and skills training. This programme
provides a mix of transfers in kind and cash tosetwlds in extreme poverty, in preparation
for more standard micro credit programmes aftemiiths. An internal evaluation showed
significant improvements over time in the inciderared size of loans held by programme
beneficiaries. In addition, the study noted a shiftmotivation for credit among selected
households. Initially credit was used primarily @ans of smoothing out consumption; three
years later the study found a refocus on crediirfeestment in productive assets. Moreover,
credit access for beneficiary households showgmfiant improvement, both over time and
in relation to non-beneficiary househdftisThis effect appears to have an important gender
dimension, suggesting that programme design staandider whether channeling the transfer
through particular household members, notably wgrhas an effect on household investment.

To summarize, whilst providing important insightthe evidence reviewed is not
comprehensive across all social transfer programnhes many transfer programmes,
facilitating savings and improving access to créxld by-product of the income transfer, and
not an explicit design feature. The capacity ofi@adransfers to help lift credit constraints is
likely to vary across programmes, target groups, @mvironments. These effects are stronger

(Eds.)La Inversion Prudente. Impacto del Bonosol sobréafailia, la equidad social y el crecimiento
econdmicolLa Paz, Fundacién Milenio.

% Gertler, P.; Martinez, S. & Rubio-Codina, M. (200B)vesting cash transfers to raise long term gvin
standards. Washington DC, World Bank.

8 sadoulet, E.; De Janvry, A. & Davis, B. (2001). Castnsfer programs with income multipliers:
PROCAMPO in MexicoWorld Developmenf9, 1043-1056.

¥ Devereux, S. (2001). Social Pensions in NamibiaSmeth Africa. Falmer, IDS.

89 Schwarzer, H. (2000). Impactos socioecondémicosistema de aposentadorias rurais no Brazil -
Evidéncias empiricas de un estudio de caso noed@éara. Rio de Janeiro, IPEA.

% Delgado, G. C. & Cardoso, J. C. (2000a). PrincijRésultados da Pesquisa Domiciliar sobre a
Previdéncia Rural na Regido Sul do Brasil. Rio aleelro, Instituto de Pesquisa Econdmica Aplicada.
And Delgado, G. C. & Cardoso, J. C. (Eds.) (2008blniversaliza¢do de Direitos Sociais no Brazil: a
Prévidencia Rural nos anos 9Brasilia, IPEA.

1 Rabbani, M.; Prakash, V. A. & Sulaiman, M. (200&)pkct Assessment of CFPR/TUP: A descriptive
analysis based on 2002-2005 panel data. Dhaka, BRAC.
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among rural households which lack complementargdpctive’ assets (e.g. inputs, labour),
and where credit constraints are directly targeRrdgrammes that target asset accumulation
tend to be focused on moderately poor househofdspaly a handful of programmes of this
type reach the extreme poor. The issue of how rengthen the synergies between social
transfer programmes and savings and investment @moor households is being actively
researched, especially as many social transfergmuges are maturing.
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4. Enhancing and stabilising consumption

The main objective of social transfer programmedaweloping countries is to reduce poverty
and vulnerability. There is a large literature assgy the poverty reduction effectiveness of
these programmes. The findings from these studiesrcsocial transfers of different types and
operating in different settings. They suggest thamsfer programmes have the potential to
make a significant contribution to reducing poveatyd vulnerability, through raising and
protecting household consumption with regular aredijgtable transfers.

In addition, social transfers have an importantuiaace function — they protect basic
household consumption from a variety of continges@nd hazards. Poor households adopt a
range of strategies to protect their consumptiath assets from the impact of shocks. Security
is important to those in poverty, especially ag@se and precarious livelihoods are bound to
limit household investmetft Insecurity could also lead to inefficient use reources, by
forcing poor rural households to opt for low-ris&y-return crop¥, to hold liquid but less
productive asset§ or, as discussed in Section 2, to withdraw ckitdrom school in response
to crises. The absence of insurance can thus teaodverty persistence. Social transfers can
contribute to improving household security, by 8isibg and protecting consumption, which

in turn facilitates investment.

4.1. Raising consumption

In South Africa, it is reported that thHexpanded Public Works Programn{EPWP) has
particularly benefited the ultra-poor, whose incoimereases by over 63 per cent when the
programme is effectively targeted. In general, kbofds living in urban slums appear to
benefit the most from the programteln KwaZulu Natal, theZibambelePublic Works
Programmewas reported to reduce the poverty gap and fogetimrity. The net benefit ratio of
participating in the programme was positive in imeoterms for 98 per cent of the total
sample, and the percentage of households in whiahisafrequently skipped meals fell from
49 to one per cefft The programme is also reported to have improhedability of poor
households to access other government gtants

%2 The theoretical and empirical literature findsttimsurance markets seldom reach those in poverty,
with the implication that they remain insufficienthrotected. See Dercon, S. (Ed.) (200Bsurance
against PovertyDxford, Oxford University Press. and Jalan, J. & Rawal M. (1999). Are the poor less
well insured? Evidence on vulnerability to incomekriin rural China.Journal of Development
Economicsb58, 61-81.

% See, Barrientos, A. (2007a). Does vulnerability trepoverty traps? Manchester, IDPM/Chronic
Poverty Research Centre, Morduch, J. (1995). IncBmeothing and Consumption Smoothidgurnal
of Economic Perspective8, 103-114.

% Dercon, S. (2003). Risk and poverty: a selectiwéere (or: can social protection reduce poverty?).
Oxford, Department of Economics, Oxford University.

% See Antonopoulos, R. (2007). The Right to a JabRight Types of Projects: Employment Guarantee
Policies from a Gender Perspectiithe Levy Economics Institute Working Paper Collectio. 516
New York, The Levy Economics Institute of Bard College

% Mccord, A. (2004). Policy Expectations and ProgranfReality: The Poverty Reduction and Labour
Market Impact of Two Public Works Programmes in &oéfrica. ESAU Working Paper 8.ondon,
Overseas Development Institute.

9 Mccord, A. (2002). Public Works as a Response tbola Market Failure in South Africa.
SALDRU/CSSR Working Paper No. C&pe Town, University of Cape Town.
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In Argentina,Jefes y Jefas del Hogar Desempleaoreported to have attenuated the sharp
fall in income as a consequence of the acute finhndsis and the devaluation of the peso in
2007®. The programme was particularly effective in petiteg those in extreme poverty. A
study reports that, although the programme had allsmpact on the overall headcount
poverty rate, it achieved a significant effect de incidence of extreme poverty and on the
poverty gap of those in extreme povétyA World Bank study estimates that, in the absence
of the transfer, nearly ten per cent of the berefichouseholds would have fallen below the
poverty liné®.

Social transfers conditional on human capital itmesits are also reported to have significant
effects on consumption poverty and vulnerabilityaBl's Bolsa Familiais reported to have
contributed, together with other social assistgrogrammes, to a 16 per cent fall in extreme
income poverty’’. In Ecuador, a recent study reveals that househmdeivingBono de
Desarrollo Humanoexperience a 25 per cent increase in food expeetfit In Colombia,
Familias en Accioris estimated to have produced a rise in the copamof participating
households of 19.5 per cent in rural areas angér.8ent in urban areds

In Mexico, the evaluation dProgresatwo years after the start of the programme showed
small reduction in the poverty headcount ratioparbten per cent, but a large reduction in the
poverty gap and the squared poverty gap, a redudtiche order of 30 and 45 per cent,
respectively’. Similar results have been reported from HonduRasigrama de Asignacion
Familiar Phase Il,where its effect on the squared poverty gap wasddo be twice as high as
the effect on the other indicatd¥s This is consistent with research findings repbrie
elsewher&®

The impact of Progresa on household income is reflected in the level gadtern of
consumption. The level of consumption was reportedhave increased on average by

% Barrientos, A.; Holmes, R. & Scott, J. (2008). @bdssistance in Developing Countries Database
version 4. Manchester, Brooks World Poverty Ingtitand CPRC.

% Galasso, E. & Ravallion, M. (2003). Social Protectin a Crisis: Argentina's Plan Jefes y Jefas.
Washington DC, World Bank.
19 world Bank (2009)Argentina: income support policies toward the biesmial Washington DC,
World Bank Publications.

191 Lindert, K.; Linder, A.; Hobbs, J. & De La Briére, B007). The Nuts and Bolts of Brazil's Bolsa
Familia Program: Implementing Conditional Cash $fars in a Decentralized Context/orld Bank
Social Protection Discussion Paper No. 07@¢orld Bank.

192 ponce, J. (2008Education policy and performance. Evaluating the aotpof targeted education
programs in Ecuadqmaastricht, Shaker Publishing.

103 Attanasio, O.; Battistin, E.; Fitzsimons, E. & MemhaA. (2005). How effective are Conditional Cash
transfershe Institute for Fiscal Studies Briefing Note N4d. London, The Institute for Fiscal Studies

194 skoufias, E. (2005). Progresa and its Impacts hen Welfare of Rural Households in Mexico.
Research RepartWashington, International Food Policy Researdtitinte.

1% Osorio, R. G. (2008). The Recent Impact of Governnieansfers on Poverty in Honduras and
Alternatives to Enhance their Effecisternational Poverty Centre Working Pap@&rasilia.

1% Coady, D. & Morley, S. A. (2003)From Social Assistance to Social Development. Targeted
Education Subsidies in Developing Countrid&shington, DC, International Food Policy Research
Institute (IFPRI).
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approximately 15 per cent following receipt of thenefits®’, with an increase in median food
expenditure of recipient households of around J@6cent compared to equally eligible but
non-recipient households. The increase in houseioold consumption was largely driven by
increased expenditures on fruit, vegetables, nagat,animal products, which have a positive
impact on nutritional status. This improvementhia tevel and quality of nutrition is predicted
to have long-term effects on the lifetime produtgivand potential earning capacity of
recipient childreff®.

In Mongolia, an impact study of thehild Money Programmea categorical child transfer,
finds that during its targeted phase, the prograrmeateed reduce the child poverty headcount
by almost four per cent, from 42.2 per cent to 3&bcent, as well as the child poverty gap by
about two per cen?®. In South Africa, the old age and disability gsaribgether with th€hild
Support Granthave a significant impact on poverfy It is estimated that if all the eligible
children under the age of seven had been registaréae programme, the incidence of child
poverty would have fallen from 42.7 to 34.3 pertcavhereas the incidence of children in
extreme poverty would have fallen from 13.1 pertder4.2 per cent’. In Mozambique, the
Cash Payments to War-displaced Urban Destitute élooisls(GAPVU) is reported to have
increased household incomes in poor towns by ufltper cent and contributed to reduce the
poverty headcount index from 71 per cent to 66cpat™

A comparative study of social pensions in Brazit @outh Africa has found that, in the
absence of non-contributory pension income, theepgig\headcount amongst households with
older members would be 5.3 and 1.9 percentage Pobigher in Brazil and South Africa,
respectively, whereas the incidence of indigenceetdreme poverty)would be 8.9 and 2.3
percentage points higher, correspondingly. Theysalisb finds that the impact on the poverty
gap is much larger. In the absence of social paasibe poverty gap would be a third larger in
Brazil, and two-thirds larger for South Africa, whkas the indigence gap would be 1.5 times
larger in Brazil and one-fifth larger in South Afa. In terms of vulnerability to poverty,
measured as the probability of becoming poor, thdysshows that having a non-contributory
pension recipient in the household reduces the gty of poverty among household
members in Brazil and South Africa by 21 and 11 qent, respectively®> South Africa’s
social pension appears to be especially importanthie 35 per cent of blacks who survive on

197 Hoddinott, J.; Skoufias, E. & Washburn, R. (200)e Impact of PROGRESA on Consumption: A
Final Report. Washington DC, IFPRI.

1% 1pid.

1% Hodges, A.; Dufay, A.-C.; Dashdorj, K.; Jong, K. Y.; Mun, T. & Budragchaa, U. (2007). Child
Benefits and Poverty Reduction: Evidence from Mdiago Child MoneyMGSoG Working Paper No.
002 Maastricht, Maastricht Graduate School of GovereaMaastricht University, UNICEF.

19 Barrientos, A. (2008a). Cash Transfers for Older pRedReduce Poverty and Inequality. In
Bebbington, A. J.; Dani, A. A.; De Haan, A. & Walton, MEdGS.) Institutional Pathways to Equity.
Addressing Inequality TrapsWashington DC, World Bank, Barrientos, A. & Dejong, (2006).
Reducing child poverty with cash transfers: A suireghDevelopment Policy Revie®4, 537-552.

1 Woolard, I. (2003). Impact of government prograremesing administrative data setSocial
Assistance Grants. Project 6.2 of the Ten Year ReRiesearch Programme.

12 pevereux, S. (2002). Can social safety nets redhoenic povertyDevelopment Policy Review0,
657-675.

113 Barrientos, A. (2003). What is the impact of nomizibutory pensions on poverty? Estimates from
Brazil and South Africa. Manchester, IDPM, UnivergfyManchester.
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4.2.

less thﬁﬂ US$1 a day, as that proportion wouldelse to 40 per cent in the absence of the
pension .

Similar positive effects of social pensions on govare found in Chile, Argentina, Uruguay
and Bolivia. In Chile, Programa de Pensiones Asistenciales non-contributory and
unconditional social pension programme, is fountidee reduced poverty amongst people in
old age by about 9.2 per cerit although the largest impact was found on indigemndhich
was reduced by 69 per cent as a direct result efpinsioft®. In Argentina, Pensiones
Asistencialess reported to have reduced the incidence of gipwerecipient households by 31
per cent and indigence by 67 per cent. For thelsngtioup, represented by households with a
recipient over the age of 65, the effect is sihsiderable, given that poverty is reduced by
five per cent and indigence by 16 per cent. Theatget impact was observed amongst
households with young members, such as mothersweisor more childréf’. In Uruguay,
the reduction in poverty incidence found amongsusebtolds with a beneficiary of the
programa de Pensiones no-Contributisxial pension was in the order of 33 per tént

Protecting consumption

Social transfers, if regular, reliable and adequateuld contribute to protect household
consumption against shocks or crises. They could finrevent asset depletion or the adoption
of short-term strategies with long-term adverseseguences, such as economizing on health
care or taking children off school. Few social #f@an programmes have an explicit insurance
component aside from the shield that the suppleamgnbcome could provide to beneficiary
households. Transfers are normally fixed in leved aherefore unable to respond to
idiosyncratic or aggregate shotis

Some variants of public works could be an impor&aaeption, particularly during seasons of
high unemploymentThe National Rural Employment Guarantee Schémdndia, which
provides entitlement to up to 100 work days forrap®yed rural households, on demaffd

is reported to have reduced the income variabditypoor labourers living in villages with
access to the programme by about 50 per centuelttilabourers living imon-Maharashtra

114 Case, A. & Deaton, A. (1998). Large Scale Transfershe Elderly in South AfricaEconomic
Journal 108, 1330-1261.

115 Bertranou, F.; Solorio, C. & Van Ginneken, W. (2002¢nsiones no-contributivas y asistenciales.
Argentina, Brazil, Chile, Costa Rica y Uruguy&antiago, ILO.

118 Bertranou, F. & Grushka, C. O. (2002). The Non-Gbntory Pension programme in Argentina:
Assessing the impact on poverty reduction. Geneverriational Labour Organization.

Y bid.
118 Bertranou, F.; Solorio, C. & Van Ginneken, W. (20R¢nsiones no-contributivas y asistenciales.
Argentina, Brazil, Chile, Costa Rica y Urugu&antiago, ILO.

9 When the value of social transfer programmes iprdodically adjusted to the inflation rate, thés

a risk for programmes to see their effectivenes®osgly eroded in terms of poverty reduction. In
Mozambique, for example, the Food Subsidy Programwmiéch was originally set at one-third of the
minimum wage, has lost its value down to approxinyatelper cent. Unsurprisingly, beneficiaries
households complain about the transfer for beisgfficient or even insignificant (For more detadse
Devereux, S., Marshall, J., Macaskill, J. & Pelham(2005) Making Cash Count. Lessons from cash
transfer schemes in east and southern Africa fopatipg the most vulnerable children and households
Save the Children UK, HelpAge International and Iogtitof Development Studies.

120 Kannan, K. P. (2006). Employment and social ségtor the working poor. Two major initiatives in
India. New Delhi, National Commission for Enterpriseshe Unorganized Sector, Government of India.
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Employment Guarantee Schem#lages'?’. The programme has also reduced seasonal

malnutrition and poverty severity amongst the pBpalthough a high percentage of recipient
households remained with income levels below oseclm the poverty lifé® Social transfers
conditional on schooling or preventive health aaight also work to reduce the incidence of
short- term strategies with long-term adverse éffea poverty”.

Strengthening the insurance properties of socatsfiers is an important area for further
research, and one which has been highlighted bynrpact of the global crisis. Several social
transfers in countries such as Mexico, Brazil, JamaSouth Africa and Indonesia have
responded to recent food, fuel and financial crizegising the level of benefits and extending
coverage to vulnerable populations.

A key area for further research and policy develephis the coordination and integration of
social assistance programmes with social insuramcéhose countries where the latter is
significant. In Brazil, for example, there is conteegarding the possible disincentive effects
of social pensions on social insurance and corttdbst®. The two social pensions in Brazil,
the Prévidencia Rural available to informal workers, and thgeneficio de Prestacao
Continuada available to older people across rural and udvans, provide transfers equivalent
to the minimum wage, which is also the minimum gm&ted pension in social insurance
scheme¥®. Improving the coordination of social insurancel aocial assistance programmes
could extend the consumption protection availalleloiv income households in informal
employment?’.

4.3. Social inequality

There is often an expectation that social trangfegrammes could have effects beyond the
reduction of poverty and could help to reduce ddoequalities. In Scandinavian countries,
social transfers are very effective in reducingome disparities, although the reach and scale
of the transfer programmes is of a different ordemagnitude to that shown by transfer
programmes in developing countries. In reducingepiyy these programmes will reduce

21 Bhende, M. J.; Walker, T. S.; Leiberman, S. S. énWatram, J. V. (1992). The EGS and the poor:
Evidence from longitudinal village studigsconomic and Political Weekl28, A19-A28, Walker, T. S.

& Ryan, J. G. (1990)Village and household economies in India's semi-&nigics Baltimore, Md.,
USA, Johns Hopkins University Press.

22 Dey, S. M. (1995). India's (Maharashtra) Employméntarantee Scheme: Lessons from Long
Experience. In Von Braun, J. (E&Employment for Poverty Reduction and Food Secuvitgshington,
DC, International Food Policy Research Institute.

28 shah, A. & Mehta, A. K. (2008). Experience of theHdeashtra Employment Guarantee Scheme:
Are there Lessons for NREGEPRC-IIPA Working Paper Serie€hronic Poverty Research Centre.

124 sadoulet, E.; Finan, F.; De Janvry, A. & Vakis, Ri02). Can conditional transfer programs improve
social risk management? Lessons for education &ild @bour outcomes. Washington DC, World
Bank.

125 Bonturi, M. (2002). The Brazilian pension systeracent reforms and challenges ahead. Paris,
OECD, Clements, B. (1997). Income distribution anciad@xpenditure in Brazil. Washington DC, IMF.

16 schwarzer, H. & Querino, A. C. (2002). Beneficios ates y los pobres en Brazil: Programas de
pensiones no convencionales. in Bertranou, F.;rBol€. & Van Ginneken, W. (EdsRensiones no
contributivas y asistencialeSantiago, Oficina Internacional del Trabajo.

127 Barrientos, A. (2007b). Social assistance and iateEm with the labour market. IN ILO/STEP (Ed.)
Social protection and inclusiorExperiences and policy issueSeneva, ILO/STEP, Levy, S. (2008).
Good intentions, bad outcomes. Social policy, infoityand economic growth in Mexic@Vashington
DC, The Brookings Institution.
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inequality among households in poverty. In coustkéth high income inequality, changes in
income inequality among the poor brought aboutrapdfer programmes will, at best, show
very small effects at the aggregate level. In aolditthe low level of the benefits and the
overall programme budget will further reduce thepatt of the programme on aggregate
income inequality.

Some studies do report social transfer programreetsfon inequality. Studies from Brazil,
Mexico and Chile suggest that social transfer mognes there have helped reduce
inequality®®. In South Africa, the combination of grants isagpd to have contributed to a
small reduction in income inequaliy. Further research is needed to identify with great
precision and certainty the magnitude of thesectffavhile throwing light on how the design
and implementation of these programmes can heipatdmize these effects.

In sum, social transfer programmes are effectivprotecting consumption among participant
households. Transfers have the effect of improyagchasing power, while at the same time
providing greater stability to consumption. Fewnsfer programmes have explicit insurance
properties, but these are important in public warkemployment guarantee schemes. There is
some evidence that social transfer programmes eeithecjualities at the bottom of the income
distribution, but their budgets are too small tswee reductions in aggregate inequality. In
some middle income countries, recent studies hawggested that social transfers are
responsible for marginal reductions in income iraiqy Social transfer programmes have
stronger effects in reducing social inequalities,éxample in terms access to services.

128 santiago Levy, one of the architects of ProgresarDpidades has noted th@he Programme can
contribute to growth as it gradually fosters a hba@r and more educated labour force and it allows
poor households to make more productive investmeatshtve longer horizons and higher expected
returns. But that will not have a first order effem the country’s growth rate. This is becausefitst
two deciles of the income distribution receive bass 2.5 percent of aggregate income in Mexico..lIf al
poor households’ income (net of Progresa-Oportunidattansfers) increased by 5 percent a year,
aggregate income would increase, at most, by an iaddit 0.12 percent a year over the growth rate
without the program’.SeelLevy, S. (2006)Progress against poverty. Sustaining Mexico's Pesgr
Oportunidades ProgramyVashington DC, Brookings Institution Press , pp 09-2

129 Woolard, I. (2003). Impact of government prograremesing administrative data setSocial
Assistance Grants. Project 6.2 of the Ten Year ReRiesearch Programme.

% For a discussion on this issue see Barrientos2@08c). Social Transfers and Growth. Manchester,
Brooks World Poverty Institute.
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5. Fac

ilitating social inclusion and cohesion

Household, community and societal conditions arpairtant determinants of the impact and
effectiveness of social transfers. Intra-househdithamics are an important factor in
determining whether transfers enhance the capatifyoor households to access economic
opportunity. To be effective, transfers focusedcbiidren require the active participation and
support of parents and carers. BRAC's challenginge tFrontiers of Poverty
Reduction/Targeting the Ultra Poor usually stamplementation in a district by setting up a
Poverty Committee, which engages the local elitebé programme. Brazil's Bolsa Familia is
implemented by municipalities able to adapt andpkmpent the programme with other
interventions. Transfer programmes in Brazil andtBd\frica were significantly influenced by
‘social contracts™®’; whereas the implementation of social transfeggmmes in low income
countries in Africa is hampered by the lack of pcédil support.

At the same time, social transfer programmes hdferte on social inclusion and social
cohesion, and can help embed and reinforce soordtacts. The extension of social transfer
programmes in South Africa embodies social andipalicommitments to greater equity and
inclusion, and contributes to greater social caireslhere is an emerging literature examining
the impact of transfers on intra-household resoatoceation and dynamics, with implications
for women’s empowerment. It is common for transfeszsbe paid to the mother, in the
expectation that children will benefit directl§ An interesting issue is whether this modality
of transfer payment has any effect on intra-houlsehesource allocatidf’. In Mexico, for
example, studies of the impact of Progresa on mpettef consumption observe a shift in
consumption towards children-related goods and iy as mothers are the direct
recipient$®,

5.1. Empowerment and gender

Anthropological studies of Challenging the Frorgief Poverty Reduction/Targeting the Ultra
Poor in Bangladesh find that the programme reptesedeparture from old-style patronage in
village society. The study reports, for examplat thitra-poor women who previously had no
chance of gaining access to local government ressujwarm clothes in cold weather, relief
goods) are better placed to secure such statuighysr And this has also contributed to
gualitative changes in the lives of the ultra-pd&twsitive impacts include their inclusion within
the village community social life. Some programmendficiaries reported being invited to
festivals and weddings from which they had previplmeen excluded: ‘now they call us to
eat'**> The programme has also gained a degree of legiirhacy and ownership. Interviews
and discussions with village members reveal son@epn the achievements of ultra- poor

131 Barrientos, A. (2008a). Cash Transfers for Older pRedReduce Poverty and Inequality. In
Bebbington, A. J.; Dani, A.; De Haan, A. & Walton, M. &dinstitutional Pathways to Equity.
Addressing Inequality Trap$Vashington DC, World Bank.

%2 Haddad, L., Hoddinott, J. & Alderman, H. (Eds.) (199Mtrahousehold resource allocation in
developing countried.ondon, John Hopkins University Press.

133 Molyneux, M. (2006). Mothers at the Service of tew Poverty Agenda: Progresa/Oportunidades,
Mexico's Conditional Transfer Programn$acial Policy and Administratiod0, 425-449.

13 Rubalcava, L.; Teruel, G. & Thomas, D. (2002). Welfdesign, Women's Empowerment and
Income Pooling. CIDE.

1% Hossain, N. (2005Elite Perceptions of Poverty in Banglade§thaka, University Press.
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people. Elite groups now provide support for therpst women, whose living conditions and
prospects meant that they were previously routineliten off as ‘beyond help™.

In Chile, a study finds that beneficiary househati€hile Solidario are more aware of social
services in the community. This result is importagiven that social inclusion is one of the
main objectives of the programme. Households iramirbreas were also reported to look
proactively for help from local institutions, refking a growing awareness of their entittements
as members of society.

In Mexico, anecdotal evidence suggests that woreehthat their self-esteem and financial
security is enhanced as a result of the trans&sH-confidence, awareness and control over
household resources were also improved, with inapbrtconsequences for women’s
empowermert®. Other studies report that women have acquiredenstatus in their
communities, with shopkeepers, for example, trgatitem with more respect as they became
creditworthy°. Anecdotal evidence is supported by econometrétyais. A study of Progresa
reports a decreasing probability of husbands b#iagsole decision maker in five out of eight
decision-making outcomes, particularly those thféca children. In this sense, by giving
transfers to women, Progresa appears to be influgmatra-household bargaining in favour of
women, which in turn has benefits for childi€n

Similar results are reported from Brazil. Here @leild Labour Eradication Programme now
integrated into Bolsa Familia, improved mothersise of independence and responsibility for
their children and family, as they were the directipients of the transf&t.

Studies on public works programmes also report evepment improvements as a result of
programme participation. In India, for example, Maharashtra Rural Employment Guarantee
Scheme is found to change exploitative patron-tlretationships in some communities as
well, as landless labourers are empowered to regdietter wagé¥. Women seem to have
benefited too, as their economic power has enatblech to improve their social status and
confidence within their families and communitis However, the lack of provision of

% Ipid.

37 Galasso, E. (2006). "With their effort and one apymmity” Alleviating extreme poverty in Chile.
Washington DC, Development Research Group, World Bank.

138 Escobar Latapi, A. & Gonzalez De La Rocha, M. (20@)aluacion Cualitativa del Programa
Oportunidades. Etapa urbana 2003. CIESAS - Occidente.

%9 Molyneux, M. (2007). Change and Continuity in $dProtection in Latin America: Mothers at the
Service of the StateProgramme on Gender and DevelopmeBeneva, United Nations Research
Institute for Social Development (UNRISD).

19 skoufias, E. (2005). Progresa and its Impacts hen Welfare of Rural Households in Mexico.
Research RepartWashington, International Food Policy Researdtitinte.

I world Bank. (2001). Brazil: Eradicating Child Laban Brazil. Washington, DC, Human
Development Department, Brazil Country Management,Urtin America and Caribbean Regional
Office.

12 For a discussion, see Dfid (2005). Social transée chronic poverty: emerging evidence and the
challenge ahead. London, DFID.

3 Dev, S. M. (1995). India's (Maharashtra) Employméntarantee Scheme: Lessons from Long
Experience. In Von Braun, J. (E&Employment for Poverty Reduction and Food Secuitsishington,
DC, International Food Policy Research Institute.

30

A Compendium.doc



institutional childcare has meant a lag in femaietipipatiort**. Other studies have also found
positive effects of public works on empowermentEthiopia, for example, narrative evidence
has reported women noting that participation in thban Food for Work programme have
increased their confidence in their own abilitfés

Social pensions, in addition to improving incomewiy, have contributed to raising the
social status of the elderly. In Lesotho, for exlnpnecdotal evidence indicates that old age
pensions have enabled the elderly to improve firgincial self-reliance, and hence their status
within the household:Before we were treated as if we were dead. Peapleraspect nie*°.

The fact that the elderly contribute to their fagslwith income, particularly in times of need,
enhances their position as valuable members oétsodn Namibia, pensioners’ income often
represents the only secure income for entire fagjilind as a result, pensioners are kept within
families and well looked aft&Y. Old age pensions can play an important role storing
elderly people’s dignity and conferred recognitioncontexts where they would otherwise be
perceived as economic burdens. At the same timentey also exert moral pressure on the
elderly, who are now obligated to support their ifeas.

5.2. Social cohesion

To the extent that social transfer programmes appa@ted by, and embed, shared values of
solidarity, they can contribute to greater socithesion®®. Social transfers could strengthen
social networks and community organisations, bao#irpquisites for the effective functioning
of society*®. Through Gram Shahayak Committees, formed with beemof local elites, the
Bangladesh Challenging the Frontiers of Poverty ugBdn/Targeting the Ultra Poor
programme is reported to have contributed to bagjdiocial cohesion at the village level. In
some cases, that process has meant a wideningiad setworks, and improvements in the
extent of social inclusion of poor people in vikagocial life. Studies have noted a reduction in
the risk of assets held by programme beneficidyaiag damaged or stolen; and when assets
have been threatened, committee members are régorteave effectively managed conflicts
through available dispute resolution practicesiastitutions>°.

In Colombia, a study of Familias en Accién has regmbimproved levels of social trust and
collective altruism in beneficiary neighbourhoodsyhen compared with control

1% See Samson, M.; Van Niekerk, I. & Macquene, K. (90@esigning and Implementing Social
Transfer Programmes. Cape Town, EPRI.

15 Garrett, J. L. (2001). Lessons from the Urban FaweWork Program: CARE Ethiopia. Notes and
Observations. Washington, DC, IFPRI.

16 save the Children, Hai & Ids (2005). Making cashufoLessons from cash transfer schemes in east
and South Africa for supporting the most vulneratiiddren and households.

47 Schleberger, E. (2002). Namibia's Universal Pensicheme: Trends and Challenges. Geneva,
International Labour Organization.

8 Gough, I. & Olofsson, G. (Eds.) (199%apitalism and Social Cohesion: Essays on Exclusiuth
Integration London, Palgrave Macmillan.

149 | ockwood, D. (1999). Civic integration and sociahesion. IN GOUGH, I. & OLOFSSON, G.
(Eds.) Capitalism and Social Cohesion: Essays on Exclusaond Integration London, Palgrave
Macmillan.

%0 Hossain, N. (2005Elite Perceptions of Poverty in Bangladegthaka, The University Press.
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neighbourhoods™. In South Africa, studies on the Zibambele prograrin KwaZulu Natal
report the formation of social capital associatéith whe programme, with co-workers offering
mutual support at times of need, and establishifgrinal savings association$ In Namibia
and South Africa, social pensions are reportedaeehinhibited rural-urban migration and
constrained levels and rates of urbanisation, @érmblral communities to manage economic
transformatiofr

Studies of Mexico’s Progresa show that social i@i@hips between beneficiary women can
potentially build new forms of social capital. Fexample, there are reports of women
organising collectively against violence and abwsethere is evidence of violent behaviour
against women over the control of social trartsfer

In sum, there is evidence across a range of progemrand contexts that social transfers can
contribute to improved intra-household dynamicsprajer social ties and inclusion, and
greater social cohesion. The evidence is not sydtenThere is anecdotal information, and
often expressed concerns, that in communities lvithed disparities, social transfers which
reach some but not all of the poor should strivertwvide clear and transparent justifications
for the selection of beneficiaries in order to avoesentment and conflict. In low income
countries in sub-Saharan Africa, where the incideot poverty is high and the differences
among the poor small, concerns are often expreaisedt the potentially negative effects of
narrow targeting. Public perceptions of the progree®s, and transparency in the selection of
beneficiaries, become important. Further reseanchthe empirical significance of these
concerns is urgently needed.

51 Attanasio, O.; Pellerano, L. & Reyes, S. P. (20@ilding Trust? Conditional Cash Transfer
Programmes and Social Capitaiscal Studies30, 139-177.

32 Mccord, A. (2004). Policy Expectations and ProgranReality: The Poverty Reduction and Labour
Market Impact of Two Public Works Programmes in &oéfrica. ESAU Working Paper 8.ondon,
Overseas Development Institute.

153 Barrientos, A.; Lloyd-Sherlock, P.; Ferreira, M.; 8@n, M.; Legido-Quigley, H.; Mgller, V.;
Saboia, J. & Werneck Vianna, M. L. T. (2003). Non4rifmutory pensions and poverty prevention. A
comparative study of Brazil and South Africa. Margtke IDPM and HelpAge International.

%% Molyneux, M. (2007). Change and Continuity in $tdProtection in Latin America: Mothers at the
Service of the StateProgramme on Gender and DevelopmeBeneva, United Nations Research
Institute for Social Development (UNRISD). and Adato,; NDe La Briére, B.; Mindek, D. &
Quisumbing, A. (2000). The Impact of Progresa on Wamétatus and Intrahousehold Relations.
Washington, DC, International Food Policy Researphtitute, Food Consumption and Nutrition
Division.
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6. Conclusions

The rapid emergence of large-scale social transfagrammes in developing countries raises
important issues about their role and effectiverssss core component of poverty reduction
and development strategies. These programmes sbogiderable diversity in objectives,
design and institutionalisation, and have the pg@akto make a significant contribution to the
reduction of global poverty. With a few exceptiorthe extension of social transfer
programmes has taken place in the last decadembdeadium of knowledge on the outcomes
of these programmes is essential at this stageder to assess their future role and to improve
their effectiveness. This compendium provides apreimensive review of current knowledge
on the effects of social transfers in generatingndii development; supporting the full
utilization of productive capacity; raising and farcting consumption; and facilitating social
inclusion and cohesion.

Section 2 focused on human development. It revieaeldroad range of findings, across
programmes and countries, confirming that sociandfer programmes are effective
instruments for improving nutritional and healthtes and schooling among poor and poorest
households. These findings apply in particulardcial transfer programmes focused on human
development interventions, such as OportunidaddsBasa Familia; but they also extend to
pure income transfers, such as South Africa’s C&ilgport Grant. These findings apply, with
some expected variation, to programmes in both lamd middle income countries.
Improvements in height for age among children biingffrom Oportunidades are particularly
noteworthy, because they provide information onldimger-term effects of improved nutrition,
and suggest cumulative improvements in future prtidel capacity.

Many social transfers implicitly target child labputhrough a direct focus on school
attendance. Child labour is usually associated edtly exit from school, and therefore with
long-term consequences in terms of productivity léieetime earnings. However, the evidence
on the impact of social transfers on child labaumixed, as the observed increase in school
attendance appears to displace child labour onlyajig.

There is scarce evidence to support the view thaaktransfers in developing countries create
disincentives to work and save. On the contrarg, wkeight of the findings from studies in
Brazil, Mexico and South Africa reviewed in Secti@nhsuggest that regular, reliable and
adequate transfers facilitate improvements in hooiseresource allocation. These reflect a
reduction in labour supply from children and elgdrbusehold members, and a compensating
increase from adult members. In South Africa, dedastudies of the impact of the social
pension on labour supply suggest that regular feesdift income and childcare constraints,
enabling labour migration. As regards savings amdlit constraints, the effects are likely to
vary across programme design. These effects abager amongst rural households with
deficits in complementary ‘productive’ assets, mshe case of Bangladesh’s challenging the
Frontiers of Poverty Reduction/Targeting the Ul®Paor programme or Bolivia's social
pension. Current research on integrated approatthgsoverty alleviation is expected to
identify strategies to incorporate asset accunmana@nd employment interventions into
existing programmes.

Social transfers aim to raise and protect housebotbumption directly, through regular and
predictable income transfers. A review of knowledgeoutcomes from existing programmes
in Section 4 concludes that transfers make a sigmif contribution to reducing poverty. The
effects apply across most programmes and setfifigseffects of transfers on the poverty gap
of households in extreme poverty are stronger. Reqand adequate transfers also help to
protect household consumption against shocks. Anmumgent programmes, however, these
effects are limited by the fixed levels of transfeMany programmes have responded to food,
fuel and financial crises by increasing their levEtransfers.

Intra-household dynamics is an important factatetermining the capacity of poor households
to access economic opportunity. The evidence readevm Section 5 suggests that social
transfers are contributing to boosting women'’s harigg power within the household, as well
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as strengthening community and societal instit@iorhe findings are not systematic across
programmes and regions, and derive in the main foaiitative and localised studies.

Social transfers are also linked to reductionsweguality in countries like Brazil, Mexico and
Chile. These aggregate effects are nonethelesgigent on the macroeconomic and political
context. Decisions about programme design, inclydielivery and monitory systems, also
play an important role in ensuring the effectivenessocial transfers.

In conclusion, this compendium of effects of sotiahsfers in developing countries provides a
range of evidence in support of the important ailéransfer programmes in reducing poverty
and facilitating growth and development among pand poorest households. There is a
growing knowledge base around the direct and intieffects of social transfer programmes,
which should guide policy makers in strengthenirigterg programmes and establishing new
ones. Conditions in low income countries providdrang challenge to the expansion of social
protection. Development and adaptation of knowledgel practice from middle income
countries, combined with learning from existingogsl can provide an effective way forward.
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Annex

Summary information on selected social transfer programmes in developing countries

Programme Country Date started Type of transfer Target group Coverage Transfer level
Challenging the Frontiers of Input grants - asset
. transfers, cash ) 100,000 women benefited Taka 300 a month. Also enterprise
Poverty Reduction/ Bangladesh 2002 Women in the poorest households. -
’ transfers, health, between 2002 and 2007. development training, asset transfers.
Targeting the Ultra Poor . X
microcredit
Bono Dignidad Bolivia 1997, changed in 2008 Cash Elderly 0.7 million US$320 a year.
Households in extreme poverty (per capita
2003. replaced Bolsa income below US$22) receive R$50 (US$22)
» . » TP Households in extreme poverty and 12 million households by a month plus US$7 per child below 16 years
Bolsa Familia Brazil Escola, PETI and Gas Cash ) . .
Subsidy poor households with children December 2009 qf age up to three. Households in poverty
(income between R$50 and R$100) receive
R$15 per child below 16 age up to three.
Cash plus access to Equivalent to fixed and variable costs of
Chile Solidario Chile 2002 servicgs Households in extreme poverty 225,000 households water and sewage up to a ceiling, plus a
schooling subsidy.

. . Cash transfer amounts to around 30 Birr
Productive Safety Net Ethiopia 2005 Cash/Food for work Prov@es cash or food transfers to 7.2 million people (around US$3.30) per person per month,
Programme chronically food insecure households o

raised in January 2008.

. - Wages will be paid in cash or in kind or both
National Rural Employment India Bill approved in 2005 Cash Self—selectgd unemployed heads of 48 million households ~ ot less than Rs. 60 a day (around
Scheme household in rural areas supported in 2008/9. US$1.50)

Programme of Monthly cash benefit to households

Advancement through Jamaica 2002 Cash with vulnerable members conditional g:;%?itcg 23&‘82&0' ds US$6.20 per month.
Health and Education on school and health centre attendance i

Pension Scheme Lesotho 2004 Cash Unconditional cash transfer to citizens 69,046 direct beneficiaries. | M150 or US$25 per month.

over 70 years old
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Programme Country Date started Type of transfer Target group Coverage Transfer level
Between MK600 and MK1800 (US$4-13)
Mchinji Social Cash Malawi 2006 Cash Targeted to the ultra poor and the By the end of 2008 12,000 | according to household size. Plus MK200 for
Transfer Pilot Scheme labour constrained households will be reached. | children in primary school and MK400 for
those in secondary school.
US $11-21.50 a month per child in primary
school and $21.50 on school materials per
year. US$ 31.5-35 a month for boys and US$
Progresa. Renamed 33-40.5 for girls in secondary school, and
Oportunidades in March Mexico 1997 Cash Households in extreme poverty 5 million households US$ 53-60.5 a month for boys and US$ 60.5-
2002 69 for girls in high school. US$ 27 for school
materials. US $23 per adult aged 70 and
older. Up to maximum of monthly US $181
per household
near unvrsa 12006 Paidlo | Byeendor2005, .
Child Money Programme Mongolia 2005 Cash households on condition of children 647’5.00 children (63% of US$31 a year. .An increase to US§117 a year
o . . total) in 292,400 was approved in the 2007 budget
being immunized, not engaged in
households
hazardous labour and enrolled
Social Pension South Africa Early 1990s Cash Elderly and disabled 2.2 million beneficiaries mgipﬁ tested up to maximum of $75 per
Child Support Grant South Africa 1998 Cash Children in poor households 10 million children Around US$21 per month
Pilot cash transfer scheme Zambia 2004 Unconditional cash Households in extreme poverty without | 1027 households, 3865 US$10 per month

Kalomo district

transfer

capacity to work

individuals




Glossary

Social protection and social security

The terms “social protection” and “social securigfe used in divergent, and not always
consistent, ways, differing widely across countriagernational organizations, and also across
time. The purpose of this annex is not to assertuaiiversal definitions, but simply to clarify
terms and concepts as they are used in this coryrerahd other ILO documents.

Social security

The notion of social security adopted here covérmaasures providing benefits, whether in
cash or in kind, to secure protection, inter afram (a) lack of work-related income (or
insufficient income) caused by sickness, disabilitpnaternity, employment injury,
unemployment, old age, or death of a family mem{@rlack of access or unaffordable access
to health care; (c) insufficient family support,ri@ularly for children and adult dependants;
(d) general poverty and social exclusion. Socialugg/ thus has two main (functional)
dimensions, namely “income security” and “availepibf medical care”, which are identified
specifically in ILO Recommendations Nos. 67 and @3pectively, as “essential elements of
social security”. These Recommendations envisagg firstly, “income security schemes
should relieve want and prevent destitution byamsg, up to a reasonable level, income
which is lost by reason of inability to work (indiimg old age) or to obtain remunerative work
or by reason of the death of the breadwinner”. 8elyo “a medical care service should meet
the need of the individual for care by membershefmedical and allied professions” and that
the “medical care services should cover all membéthe community”. This duality is also
reflected in the formulation of the DeclarationRifiladelphia that speaks of “social security
measures to provide a basic income to all in nefleduoh protection and comprehensive
medical care”.

Access to social security is, in its essential rgta public responsibility, and is typically
provided through public institutions, financed eitlirom contributions or taxes. However, the
delivery of social security can be and often is dsed to private entities. Moreover, there
exist many privately run institutions (of insuranself-help, community-based or of a mutual
character) which can assume a number of rolesdmlssecurity, and important modalities of
income security, including, in particular, occupatill pension schemes, which complement,
and may substitute in considerable measure, fonexiés of public social security schemes.
Entitlements to social security are conditionalheit on the payment of social security
contributions for prescribed periods (i.e. conttdyy schemes, most often structured as social
insurance arrangements) or on a requirement, soeetilescribed as “residency”, under which
benefits are provided to all residents of the coumnwhich also meet certain other criteria (i.e.
non-contributory schemes). Such other criteria rmeake benefit entittements conditional on
age, health, labour market, income or other deteanis of social or economic status and/or
even conformity to certain forms of behaviour. Me#ested social assistance is a special case,
envisaged under the provisions of Recommendatiar6R@oncerning income security.

What distinguishes social security from other doai@angements is that: (1) benefits are
provided to beneficiaries without any simultaneoecprocal obligation (thus it does not, for
example, represent remuneration for work or otleevises delivered); and (2) that it is not
based on an individual agreement between the peatgerson and provider (as, for example,
a life insurance contract) but that the agreempplies to a wider group of people and so has a
collective character.

Depending on the category of applicable conditi@ndjstinction is also made between non-
means-tested schemes (where the conditions of ibenéflement are not related to the total
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level of income or wealth of the beneficiary and family) and means-tested schemes (where
entitlement is granted only to those with incomeverlth below a prescribed threshold).

A special category of “conditional” schemes inclsid&echemes which, in addition to other
conditions, require beneficiaries (and/or theiatigks or families) to participate in prescribed
public programmes (for example, specified healtkdwcational programmes). In recent years,
schemes of this type have become known as Conditash Transfer (CCT) schemes.

The “branches” (or functions) of social securitg, @gefined in Convention No. 102 include
protection in case of sickness (medical care aednme support), disability (medical care,
rehabilitation, income support, long-term care)tenaity (medical care and income support),
employment injury (medical care, rehabilitationcome support), unemployment (income
support, active labour market policies), old agedme support, long-term care), or death of a
family member (income support). Countries aimingwhver, to provide the broadest support
to citizens would typically add to their portfolad social provision, functions including income
support to secure housing and income support ia aigeneral poverty and social exclusion.

Social protection

The term “social protection” is used across thelavand institutions with an even greater

variety of meanings than “social security”. It item interpreted as having a broader character
than social security (including, in particular, fction provided between members of the
family or members of a local community),but is alssed in some contexts with a narrower

meaning than social security (understood as coingrisnly measures addressed to the
poorest, most vulnerable or excluded members ofstimety). Thus, in many contexts the

terminology of “social security” and “social protem” may be largely interchangeable, and

the ILO (following the European tradition) certainises both in discourse with and the

provision of relevant advice to its constituents.

In this report, accordingly, reference is made docfal protection” as having the following
aspects: (1) as “protection” provided by socialusitg in case of social risks and needs; (2) in
relation to a “social protection floor” as envisddegy the family of UN agencies to include not
only social (security) transfers, but also accessiange of basic social services.

Social transfers

All social security benefits comprise transfershei in cash or in kind, i.e. they represent a
transfer of income or (most often health care)isesr This transfer may be from the active to
the old, the healthy to the sick, the affluenthe poor, among others. The recipients of such
transfers may be in a position to receive them feospecific social security scheme because
they have contributed to such a scheme (contripigoheme), or because they are residents
(universal schemes for all residents), or theyilfglfecific age criteria (categorical schemes),
or they experience specific resource conditiongigémssistance schemes) or because they
fulfil several of these conditions at the same tiime addition, it is a requirement in some
schemes that beneficiaries accomplish specificstéisknployment guarantee schemes, public
works) or that they adopt specific behaviours (CCTrsany given country, several schemes of
different types generally co-exist and may provigenefits for similar contingencies to
different population groups. The more specific elegristics of these different schemes are
outlined below.

In contributory schemes the contributions made dxyefficiaries directly determine entitlement
to benefits (acquired rights). The most common fofncontributory scheme is of a statutory
social insurance scheme for formal wage-employnaet, in some countries, for the self-
employed. Other common contributory schemes inchateonal provident funds that usually
pay a lump sum to beneficiaries when particulartiogencies occur (typically old-age,
invalidity or death). In the case of wage employmeontributions are usually paid by both
employees and employers (by and large, employnrgutyi schemes are fully financed by
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employers). Contributory schemes can be whollyrfagal through contributions but often are
partly financed from tax or others sources (eithehe form of a subsidy to cover the deficit,
or in the form of a general subsidy supplantingtdbutions of all contributors, or subsidizing
only specific groups of contributors) or benefi@ar(those not contributing because of caring
for children, studying, in military service, unerapéd or those with too low a level of income
to fully contribute or too sub-minimum benefits base of low contributions in the past).

Insurance schemes, in the context of social sgcuefer to schemes that guarantee protection
through an insurance mechanism. Insurance is blase(d) the prior payment of premiums or
contributions, i.e. before the occurrence of theurad contingency; (2) risk sharing or
“pooling”; and (3) the notion of a guarantee. Therpiums paid by (or for) insured persons are
pooled together and the resulting fund is usedotercthe expenses exclusively incurred by
those persons affected by the occurrence of thevaet (clearly defined) contingency or
contingencies. It is common that contributory schenmake use of an insurance vehicle
(usually social insurance), but the reverse isneaessarily true (national provident funds, for
example, do not generally feature risk-pooling)stiould be noted that social insurance is
distinguished in strict technical terms in that tek-pooling is based on the principle of
solidarity, as against insurance arrangements mbee familiar, commercial type, based on
individually-calculated risk premiums.

Many social security schemes of the contributorpetyare presented and described as
“insurance” schemes (usually “social insurance sw®), despite being, in actual fact, of
mixed character, with some non-contributory elemeéntentitlements to benefits; this allows
for a more equitable distribution of benefits, mariarly for those with low incomes, short or
broken work careers among others. These non-cattrip elements take various forms, being
financed either by other contributors (redistribativithin the scheme) or by the State.

Conversely, non-contributory schemes or socialstmste schemes (normally) require no
direct contribution from beneficiaries or their doyers as a condition of entitlement to
receive relevant benefits. Non-contributory schenmdude a broad range of schemes
including universal schemes for all residents, sarategorical schemes or means-tested
schemes. Non-contributory schemes are usually ¢éedithrough tax or other State revenues.

Universal schemes for all residents provide besefitder the single condition of residence.
Such schemes are mostly put in place to guaramieess to health care. They are generally
tax-financed, but may require a co-payment by usérbealth services; sometimes with

exemption for the poorest (typically the latter rageive vouchers).

Categorical schemes target specific groups (catg)oof the population. The most frequent

forms of categorical schemes are those that tramsfeme to the elderly above a certain age or
children below a certain age. Some categoricalraeBealso target households with specific
structures (one-parent households for exampleroumgational groups (such as rural workers).
Categorical schemes could also be grouped as salyérthey cover all residents belonging to

a certain category, or include resource conditi(gmial assistance schemes). They may
include other types of conditions such as perfogmim accomplishing certain tasks. Most

categorical schemes are tax-financed.

Means-tested schemes target people whose meardl\ukair assets and income) fall under a
certain threshold. Such targeted schemes are veeysd in terms of their design and the
features they possess. This diversity may maniteslf through the methods of targeting that
are employed, the supplementary conditions requmedbeneficiaries to access benefits and
the inclusion of other interventions that are d&ieéd on top of the actual income transfer itself.

Conditional cash transfers are social assistarttenses that provide cash to families subject to
the condition that they fulfil specific “behavioliraequirements. This may mean they must
ensure their children attend school regularly @gpy 85-90 per cent attendance) or that they
utilize basic preventative nutrition and healthecservices; CCTs are usually means-tested.
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Employment guarantee schemes ensure access ttam cermber of workdays a year to poor
households, generally providing wages at a relgtilosv level (typically at the minimum wage

level if this is adequately defined). Such prograeargenerally take the form of “public works”
activity.

Social security schemes (programmes, measuresldsbeseen as a distinct body of rules and,
therefore, characterized by at least a certainedegf “formality”, supported by one or more
social security institutions, governing the prowisiof social security benefits and their
financing. It should, in general, be possible tavdrup a separate account of receipts and
expenditure for each social security scheme. difien the case that a social security scheme
provides protection against a single risk or neaad covers a single specific group of
beneficiaries. Typically, however, one institutiavill administer more than one benefit
scheme.

All the social security schemes and institutionghia country are inevitably interlinked and
complementary in their objectives, functions anwhficing, and thus form a national social
security system. For reasons of effectiveness dfidieacy (and the ILO will always
recommend this to its constituents), it is essetti@t there is a close coordination within the
system, and that — not least for coordination atahrpng purposes — the receipts and
expenditure accounts of all the schemes are cothpil® one social security budget of the
country so that future expenditure and its finagcof the schemes, comprising the social
security system, are planned in an integrated way.

Risks, contingencies, insecurity and risk management

Contingencies are events that might or might nauo¢having an accident or winning the
lottery, for example). Risks are contingencies thet perceived as having a negative or
detrimental effect on individuals, groups or sdeit- or even more complex entities, such as
the environment. Risks, in this sense, includecadbrange and variety of contingencies such
as flood, earthquake, conflict, loss of job, thatdeof an income-earning household member or
chronic illness.

An individual (or group) is exposed to a risk ifcartain event can occur and affect that
individual. An example might be living in an enviment where a certain illness can be
contracted. An individual, who moves to a counttyewe that particular illness does not exist,
is no longer exposed. The individual (or groupyudnerable to a certain risk if they have no
means of coping with the consequences of thabrisle it has occurred: for example, not being
able to afford medical care that would help tooesthealth. Those who are vulnerable to a
certain risk are in need of a protection mechanikat reduces their vulnerability. Social
security reduces vulnerability to the financial sequences of certain risks if and when they
materialize, i.e. it provides security or reducesecurity. While steps may be taken where
possible to avoid accidents or illness, the dimattribution of social security to reducing
exposure to risks is necessarily limited.

Not all risks are unforeseeable and beyond corfial.example, the probability of contracting

a certain illness can be reduced by health-consdi@haviour, the risk of unemployment by
moving to a region where the individual's skillean greater demand, and their family’s

exposure by sending them out of a country thateiseb by political unrest or poor health

conditions. This is risk reduction, avoidance oevantion. The payment of insurance
contributions that guarantee entitlement to a dastefit, should a certain contingency occur,
helps to mitigate the relevant risk. Social aseistabenefits provided in case of poverty are
regarded as a means to cope with the risk (althtlugldegree of coping is clearly reflected in
the adequacy or otherwise of the benefits). Thelevportfolio of strategies and arrangements
ranging from risk reduction, avoidance or prevamtio risk mitigation and risk coping is called

risk management.
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