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Apart from any metaphysical considerations respecting the foundation of morals 
or of the social union, it will be admitted to be right that human beings should 
help one another; and the more so, in proportion to the urgency of the need: 
and none needs help so urgently as one who is starving. The claim to help, 
therefore, created by destitution, is one of the strongest which can exist; and 
there is prima facie the amplest reason for making the relief of so extreme an 
exigency as certain to those who require it … On the other hand, in all cases of 
helping, there are two sets of consequences to be considered; the consequences 
of the assistance itself, and the consequences of relying on the assistance. The 
former are generally beneficial, but the latter, for the most part, injurious; so 
much so, in many cases, as greatly to outweigh the value of the benefit. …. The 
problem to be solved is therefore one of peculiar nicety as well as importance; 
how to give the greatest amount of needful help, with the smallest 
encouragement to undue reliance on it. 

John Stuart Mill (1848, pp 343-344) 

 

1. Introduction 

Social protection encompasses three broad sets of public action (Figure 1). One, the focal point 

of this essay, is social safety nets. These are targeted non-contributory programs that transfer 

resources to poor households. They take many forms: transfers of cash through welfare 

payments, child allowances or pensions; in-kind transfers such as food aid or school feeding 

programs; subsidies to goods purchased by the poor; unemployment insurance and public 

works or workfare schemes. Recent innovations in safety nets include improvements in 

targeting; explicit links to asset formation (as in conditional cash transfer, CCT, schemes tied to 

schooling attendance); and improved delivery mechanisms such as the use of bank cards in 

Brazil’s Bolsa Familia program.  

A second component is publicly provided state contingent insurance. Here, financial 

assistance is triggered by the realization of an event such as illness, disability or unemployment. 

Eligibility and benefit levels are typically based on employment and contribution history, rather 

than, say, current poverty status. The third component is elements of social sector policies. For 

example, fee waivers for the use of primary health care facilities, interventions to prevent 

malnutrition in pre-school children living in poor households and free primary education form 

part of policies in the health and education sectors respectively while also complementing 

social safety net interventions. Finally, certain interventions share characteristics of both safety 
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nets: for example, where they are targeted to poor localities or when they are subsidized and 

where state contingent events trigger payments (Alderman and Haque 2007 cited in Gentili and 

Omano, 2009).  

 

State contingent 
insurance

Social sector 
policy

Social safety nets Cash transfers 
(UCT/CCT)
Vouchers

In-kind transfers
Subsidies

Fee waivers (health and education)
Nutrition interventions

Contributory Pensions
Disability payments

Health Insurance
Unemployment Benefit

Figure 1: Components of social protection

Insurance: eg health; weather

Adapted from Gentili and Omano (2009)

 

 

Elements of social protection date back several millennia. Free food distribution was a 

feature of Egypt in the time of the Pharaohs and Rome during its Imperial age. England had a 

succession of “Poor Laws” dating from the 16th century that provided assistance to those 

unable to work. As described by the nineteenth century English political economist J.S. Mill,  

debates surrounding social protection then - as they do now - focused on the tensions between 

the “claim to help created by destitution” and the “injurious” consequences of relying on 

assistance. These enduring issues provide the entry point through which this essay examines  
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opportunities for mutual learning between Asia and Latin America. First it explores whether the 

tensions identified by Mill really hold up when seen through the lens of recent experiences in 

both continents. The argument advanced here is that meeting the claims created by destitution 

has, in addition to its intrinsic merit, instrumental value in facilitating economic growth but 

does not have marked injurious consequences so often ascribed to them. It then considers a 

second topic: whether lessons learnt from operationalizing elements of social protection can be 

transferred across regions. Here, some caution is needed because Latin America and Asia differ 

along a number of dimensions important for the design of safety nets. Mindful of this caveat , 

we focus on three points: managing the political economy dimensions of the transition from 

subsidies to individually targeted transfers; increased use of information and communication 

technologies; and inculcating a culture of evaluation. 

 

2. Social protection 

Meeting the claim created by destitution 

Social protection and social safety nets do – but not always - reduce poverty, see Grosh et al, 

(2008) and Fiszbein and Schady (2009) for detailed reviews. The PROGRESA conditional cash 

transfer program reduced the poverty headcount in Mexico from 52% to 48% (i.e. by 8.2%), the 

poverty gap by 23.6% and severity of poverty by 34.5% (Skoufias, Davis and Vega, 2001). In 

Nicaragua, the Red de Protección Social (RPS) reduced the proportion of households in extreme 

poverty by 16 percentage points and reduced the poverty rate by five percentage points 

(Maluccio and Flores, 2005).  However, prior to its reform, India’s Public Distribution System 

provided subsidized foods to poor households. Because the transfers were not large in 

magnitude, and because the program was poorly targeted, the welfare gains of PDS in terms of 

income transfer were meager. These subsidies reduced poverty as measured by the headcount 

ratio by only 1.66% in rural areas and 1.71% in urban areas (Radhakrishna et al, 1997). 

  

Injurious consequences? 

Does social protection have “injurious consequences”; that is, does the receipt of transfers 

provide a disincentive for beneficiaries and their families to work. Alternatively, in cases where 
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strict means testing is used, is it the case that labor supply falls because recipients are 

concerned that if they work “too” much, they will lose their benefits. In addition to the effect 

on labor incentives, public safety net programs may change incentives of private individuals to 

assist family and friends; social safety nets might crowd out informal safety nets such as private 

transfers. 

 Maluccio and Flores (2005) investigated this issue in the context of assessing the impact 

of Nicaragua’s Red de Protección Social (RPS). They find no evidence that participation reduced 

labor force participation by men and women. They do find that over a two year period, a small 

and statistically not significant decline (about three hours per week) in work done by adult 

women (Maluccio and Flores, 2005, Table 4.5). This partly reflects the fact that under this CCT, 

women were required to attend community meetings, which may have displaced work on other 

activities. By contrast, while men in beneficiary households increased labor supply by about 

three hours per week, men in non-beneficiary households increased their labor supply by an 

even greater amount, with the result that double-difference estimates shows that program 

participation reduced labor supply (relative to what it would have been otherwise) by six hours. 

However, Skoufias’ (2005) report on Mexico’s PROGRESA program find no evidence that 

participants’ work effort was not diminished. Studies of CCTs in Ecuador (Edmonds and Schady, 

2008) and in Cambodia (Filmer and Schady, 2009) also find no effects on labor supply. Further, 

Fiszbein and Schady (2009) make the important point that reducing child labor is no bad thing.  

The evidence on the crowding out of private transfers is more mixed. Some studies 

suggesting that effects are substantial; for example, in South Africa, it is estimated that every 

rand transferred via a pension scheme reduces transfers from children living away from home 

by 0.25-0.3 rand (Jensen, 2003). Cox and Jimenez (1995) suggest that public transfers crowd out 

private transfers in the Philippines.  However, in other countries such as China, Papua New 

Guinea, Vietnam and Indonesia, no such crowding out is found (Grosh et al, 2008); Maluccio 

and Flores do not find evidence that the RPS in Nicaraugua crowded out private transfers  and 

Fiszbein and Schady (2009) cite results from Honduras showing a similar finding. These 

experiences from Latin America and Asia suggest that while disincentive effects are worth 

keeping in mind – and program designers should ensure that social protection schemes do not 
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inadvertently create disincentives – existing evidence does not suggest that they are pervasive 

or severe. 

 

Consequences not so injurious? Social protection and growth 

Implicit in the quotation from Mill that begins this essay is a view that expenditures on social 

protection have an opportunity cost in terms of investment and growth – viz.  his comment that 

in many cases the “injurious” consequences “outweigh the value of the benefit”. Echoes of this 

concern can be found in modern discussions about the appropriate role and scope of social 

protection. However, there is an alternative view that draws in large part on lessons learnt from 

recent experiences in implementing these safety net and other social protection programs in 

Asia and Latin America. In their most general form, the lesson learnt is that in addition to the 

intrinsic value of such transfers in creating a fairer society, social protection programs play an 

instrumental role in promoting economic growth. This works through five channels: (a) Social 

safety nets help create individual, household and community assets; (b) They help households 

protect assets when shocks occur; (c) Reducing ex ante likelihoods of shocks and their ex post 

consequences; (d) By helping households cope with risk, they permit households to use their 

existing resources more effectively; and (e) By reducing inequality, they directly raise growth 

rates.  We discuss these here.  

 

Asset creation 

Reducing poverty requires raising the asset levels of the poor and increasing the returns to 

those assets. Achieving these objectives requires making investments but doing so is hard when 

households have few resources of their own. In theory, such households could borrow money 

to finance these investments but in spite of the impressive spread of micro-finance institutions 

in countries like Bangladesh, Ecuador and elsewhere, many poor households lack access to 

credit which would allow them to acquire assets, invest in their children’s human capital or 

enter profitable activities. Social assistance provides liquidity to poor households, giving them 

additional resources that can be used to make such investments. 
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The best evidence on this comes from conditional cash transfer programs (CCTs, see 

Fiszbein and Schady (200) for a detailed summary. In Bangladesh, where 3 million children are 

still not enrolled in primary school, a small CCT program targeting the hardest-to-reach children 

(including street children) increased primary school enrollment by 9 percentage points (Adato 

and Hoddinott, 2007). In Nicaragua, where primary school enrollment was also low, the CCT 

program increased overall enrollment by 13 percentage points, enrollment of children from the 

very poorest households by 25 points, and regular primary school attendance by 20 points 

(Maluccio and Flores, 2005). CCT programs have also had significant impacts on health and 

nutrition. In Mexico, health visits increased by 18 percent in PROGRESA localities, and illnesses 

among PROGRESA children 0–5 years old were reduced by 12 percent. Young children in 

Honduras increased their use of health services by 15–21 percentage points (Adato and 

Hoddinott, 2007). There is also some evidence that CCTs and other transfer programs lead to 

investments in other forms of capital. Gertler, Martinez and Rubio (2006) reported that 

beneficiaries of Mexico’s Oportunidades CCT program invested approximately 12 percent of 

their transfers in both agricultural and non-agricultural enterprises.  

In addition to directing resources to the poor, certain forms of social protection can 

create assets of value to the local economy. Many Asian countries have public works programs 

that rehabilitate roads, refurbish canal and irrigation facilities or build structures such as 

schools and health clinics that are of value to the community and local economy. Such 

investments stimulate growth in the local economy. So too do the transfers themselves and the 

investments households make using these transfers. In addition, increasingly, local 

communities are involved in decision making surrounding the choice of assets to be built, the 

management of their construction and the oversight of the finances being used. Not only does 

this increase the likelihood that the assets constructed are of particular value to this 

community, when this occurs, communities also build up social capital and governance 

capacity; for examples see Hoddinott (2002). 
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Asset protection 

An issue of considerable concern is that of poverty traps, defined loosely as an asset threshold 

below which it is impossible, or at best enormously difficult, for households to accumulate 

assets. Households in poverty traps remain there because the combination of their own asset 

holdings and the returns to those assets (reflecting in part the settings they find themselves in) 

are so low that they cannot generate a sufficiently large surplus over consumption needs to 

invest in assets (Barrett and Carter, 2006). One reason why households find themselves in 

poverty traps is that a shock, or a repeated series of shocks, forces them to sell off so many 

assets that they fall below the asset threshold. Shocks such as floods, droughts, price shocks, 

market collapses, or civil strife can lead to a loss of livelihoods directly by destroying assets as 

when a flood washes away a farmer’s topsoil or by reducing current returns to existing assets as 

when a drought causes harvests to fail. For example, farmers in Ethiopia who suffered livestock 

and other losses in the droughts of the 1980s found it difficult to recover and experienced 

considerably slower income growth in the decades that followed (Dercon, 2004).  They may 

also affect livelihoods indirectly as when the demand for a service provider such as a barber 

falls because her customers have become impoverished. Shocks, even if temporary, reduce 

investments in human capital with long-lasting consequences. In Guatemala, pre-school 

children exposed to the 1976 earthquake were more likely to be stunted1 as preschoolers, had 

reduced stature by late adolescence, and completed less formal schooling. By contrast, de 

Janvry et al (2006) find that, relative to non-beneficiaries, recipients of Mexico’s PROGRESA 

program were more likely to keep their children in school even after experiencing climatic 

shocks such as droughts and floods. Sparrow (2007) finds that Indonesia’s short-lived Jaring 

Pengamanan Social cash transfer program implemented in the aftermath of the 1997-98 

financial crisis increased enrollments of children aged 10-12 by approximately 7.6 percentage 

points. 

 

 

 

                                                           
1 That is, they had a height for age z score below -2; an indication of chronic malnutrition. 
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 Reducing ex ante likelihoods of shocks and their ex post consequences 

Ex ante, social protection may reduce the likelihood of political or social strife which is itself a 

form of adverse shock.  China’s recent expansion of social protection in order to promote a 

‘harmonious society’ illustrates this idea; the explicit motivation for their introduction is to 

reduce tensions brought about by rapid but unequal growth and significant structural economic 

changes. Reductions in such tensions may increase the security of property rights by reducing 

the likelihood of state (as a consequence, say of a coup) or private confiscation (where low 

social cohesion leads to increased crime.) Reducing political tensions also reduces the likelihood 

of radical, unexpected changes in economic policy which is itself another form of risk faced by 

households. Ex post, social protection provides two functions. As a source of income, it replaces 

the income lost as a result of the shock and thus enables households to maintain consumption 

levels. It also releases households from having to choose between maintaining consumption, 

but depleting assets, and preserving assets (and thus future income streams) by reducing 

consumption. 

 

Resource allocation 

Even if shocks do not reduce asset holding, the threat of shocks discourages innovation and risk 

taking. It is true that many households have developed ways of insuring themselves against risk. 

But these come with high opportunity costs. Using household level data from India, Bliss and 

Stern (1982) showed that a two-week delay in planting following the onset of seasonal rains is 

associated with a 20 percent reduction in rice yields. Walker and Ryan (1990) find that in semi-

arid areas of India, households may sacrifice up to 25 per cent of average incomes to reduce 

exposures to shocks. The liquidity of these assets may also affect entry into activities. For 

example, Dercon (1996) shows that in Tanzania, the possession of more liquid assets such as 

livestock is a precondition for entry into higher return, but higher risk, activities. Further, the 

threat of shocks can make households reluctant to access credit markets because they fear the 

consequences of an inability to repay. Others are simply unable to obtain credit because they 

perceived to be at risk of default. Social safety nets, therefore, plays two complementary roles 

in attacking the problem of risk and shocks. First, as described above, timely responses to 
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shocks allow households to recover more quickly from these adverse events thus reducing the 

likelihood that they have permanent consequences. Second, social protection programs that 

are reliably delivered and transparently operated provide a form of insurance that can 

encourage households to adopt new innovations. In this sense, publicly provided social 

protection fills a gap created by failures in private markets for credit and insurance. 

 

Redistribution and growth 

By redistributing resources, social safety nets may increase economic growth. While there has 

long been controversy surrounding the relationship between inequality and growth, recent 

evidence suggests that high levels of inequality are in fact growth-retarding (De Ferranti et al, 

2004; World Bank, 2006). There are at least two reasons for this. First, marked income or 

wealth inequalities make create circumstances where political or institutional power is more 

likely to be captured by elites who then make policy choices that generate rents to themselves 

rather than those that encourage broader based growth.  Second, high levels of inequality are 

often accompanied by low levels of social cohesion which can reduce growth either because 

levels of trust are lower or because lowered social cohesion is itself often accompanied by high 

rates of crime which themselves are growth reducing. 

 

3. Opportunities for mutual learning: Operations and process 

How can Asia and Latin America learn from how each others’ experiences with social protection 

programs? Oftentimes, such questions are phrased in terms of statements like, “Should country 

x adopt the design of the social safety net program found in country y”. But it is not clear that 

such an approach is helpful. Consider Figures 1 and Figure 2.  

 Figure 1 cross-tabulates per capita income and poverty rates, with the latter defined in 

terms of the World Bank’s “$1.25 per day” poverty line. In general, countries in LAC are richer 

and have lower incidences of poverty.2 Figure 2 cross-tabulates per capita income and 

inequality, the latter measured by the Gini coefficient. As is well known, generally countries in 

LAC are characterized by considerably higher rates of inequality than those found in East or 

                                                           
2
 Of course, there are exceptions. In Figure 1, Malaysia is the East Asia country with a poverty rate below nearly all 

countries in LAC while Haiti has amongst the highest incidence of poverty of all countries in this chart. 
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South Asia. Collectively, Figures 1 and 2 account for the marked differences in the forms of 

social protection, particularly social safety nets, in these different regions. In LAC, the principal 

form of social safety net is cash transfers based on means testing or proxy means tests. These 

are feasible because the combination of relatively low poverty rates together with marked 

inequality makes it relatively cost-effective to identify poor households on an individual basis. 

Cash transfers reflect the fact that, for the most part, commodity markets in LAC are well 

developed and that these transfers are often funded out of domestic resources. By contrast, 

safety net interventions in South and East Asia often make use of self-selection mechanisms 

(subsidies and public works) to economize on the informational costs associated with 

identifying beneficiaries. 

 But these differences do not imply that there are no opportunities for learning. These 

do exist, but they are largely in the area of process and operational considerations. Three 

examples are given here: managing the political economy dimensions of the transition from 

subsidies to individually targeted transfers; transferring resources to increased use of 

information and communication technologies; and inculcating a culture of evaluation.  

 

 Transitioning from subsidies to individually targeted transfers 

Safety net programs can be targeted using either an individual targeting mechanism (for 

example, a means test), categorical targeting (for example, widows) or self-selection (for 

example, food subsidies or public works) or some combination of these. Generally, individual 

targeting outperforms certain types of self-selection, particularly food subsidies in terms of 

their incidence and ability to reduce poverty. There are two reasons for this: the benefits of 

subsidies are spread over a wider range of beneficiaries; and the value of the transfer to the 

beneficiary household is necessarily small.3 

 While there can be welfare gains from shifting from subsidies to transfers, there are two 

sets of issues that need to be confronted. The first are a series of technical issues associated 

with designing the appropriate targeting algorithm, setting the level of transfers, deciding 

whether transfers should be conditioned and so on. The second are political economy issues: 

                                                           
3
 The value of the transfer is basically the difference between the subsidized and unsubsidized price multiplied by 

the quantity consumed. 
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how to create the political conditions and bureaucratic space needed for a transition in which, 

while there will be new beneficiaries, there will also be losers.  

 The process by which Mexico transitioned from a poorly targeted and largely ineffective 

food subsidy to the PROGRESA Conditional Cash Transfer program is instructive in this regard. 

The descriptions provided by Levy (2006) and Yaschine and Orozco (2010) outline this in detail, 

focusing on five key points. First, as Levy emphasizes, there was a concerted effort to make 

information available on the poor performance of the existing food subsidy to politicians, the 

media, academics and the general public. Second, initially the new program did not require new 

fiscal resources, instead relying on savings from the curtailment of the food subsidy. By so 

doing, opposition from within the Ministry of Finance (on the grounds that the new program 

was not fiscally sustainable) was muted. Third, the program was rolled out gradually, thus 

making it possible to learn from and correct mistakes before the program attracted too much 

attention. Fourth, PROGRESA had intellectual, bureaucratic and political champions. As 

Yaschine and Orozco note: 

The success of the design of PROGRESA can be explained both by the collaboration of 
the various institutions and the profile of the key individuals involved.  [Jose] Gómez de 
León (who became the first National Coordinator of PROGRESA) had a multidisciplinary 
background … that was central to conceiving the program as integral, technically 
supported, as well as strategically directed to medium- and long-term impacts.  His 
abilities to reconcile his technical background with the direction of operational teams 
made it possible to match the operations to the design. Santiago Levy was a recognized 
economist with an excellent macro-conception of the distortions obstructing the 
achievement of an efficient policy of food subsidy allocation and was fully committed to 
a new design of the social strategy.  From the Ministry of Finance he made it possible to 
reallocate resources from inefficient subsidies and programs … to the funding of 
PROGRESA.  Both officials had the confidence of the President.   

 

 Finally, as Levy (2006) noted, the Mexican peso crisis in 1995, and the pressures it 

placed on government finances created the motivation within other parts of the Mexican 

government to reform social safety net spending. 
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 Use of ICTs to deliver benefits 

An evocative image across parts of South Asia and elsewhere are long lines of people waiting to 

receive safety net payments. But it is not at all clear that this remains the best way of making 

transfers. Not only does this impose costs on beneficiaries – in terms of travel and waiting times 

– it can create opportunities for fraud and corruption. Further, such systems are inflexible. 

Some countries in Latin America have exploited advances in cheap computing power, 

communications technologies and the spread of electronic banking (such as increased 

accessibility of Automated Teller Machines) to move away from physical payment systems. An 

excellent example is Brazil’s Bolsa Familia program. Beneficiaries receive a plastic yellow card 

with a magnetic strip containing identification information – something much like a debit card. 

On the day when they receive their monthly payment – with the date readily identifiable from 

the number on the card – beneficiaries take this to a bank machine or lottery terminal (there 

are approximately 15,000 payment points throughout the country) and withdraw their 

payment. A recent Asian example of the innovative use of ICTs comes from Syria where 

beneficiaries of transfers organized by the World Food Programme. Instead of providing food, 

recipients receive a bi-monthly text containing a pass code. They take this pass code to 

participating stores where they can use this “virtual voucher” to purchase a wide variety of 

foodstuffs. The merchant enters the passcode onto a website which credits the merchant with 

the payment and deducts the purchase from the beneficiary’s virtual account. As a result, the 

merchant does not have to wait for payment, the beneficiary can obtain a wider range of 

foodstuffs and does not have to spend all their transfer at once. 

 A significant advantage of such a shift is the increased flexibility that it gives to 

governments when addressing the consequences of adverse shocks. Here, comparisons 

between Indonesia and Mexico are instructive. In Indonesia, an important component of the 

government’s response to the food price crisis was to increase spending on food subsidies. In 

Mexico, by contrast, the increased use of electronic mechanisms for administering payments 

under the Oportunidades Conditional Cash Transfer program made it somewhat easier to 

address the crisis as it was possible to fairly quickly increase the transfer levels being made to 

households already identified as poor. Brazil followed a similar course. 
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 Inculcating a culture of evaluation 

A feature of social protection interventions in the last 15 years in Latin America is that they 

have been accompanied by rigorous, domestically demanded, evaluations. The benefits of these 

evaluations are myriad. As Levy writes in the context of PROGRESA: 

… impact and operational evaluations have played an important role in the program’s 
overall development, establishing a dynamic feedback loop connecting program design, 
operations, and evaluation. Evaluation led to substantive corrections to the targeting 
system, reducing exclusion and inclusion errors as program coverage expanded; 
evaluation led (belatedly) to modifications in the formula for nutritional supplements, 
hopefully enhancing their impact on anemia; evaluation led to the extension of school 
scholarships for three additional years, generating the largest proportional increases in 
enrollment; and so on. Operational evaluations have been essential to detect and 
correct errors and to make improvements in the day-to-day running of the program 
(Levy, 2006, p76). 

 

However, underpinning access to these benefits were three key factors: i) the demand 

for these evaluations came from within the Mexican government (which in turn meant that 

they had a ready audience); ii) domestic “champions” of these evaluations who were willing to 

lobby and defend them; and iii) a willingness to permit independent evaluations which were 

not subject to “evaluatory capture” (Levy, 2006) which would have compromised their 

credibility.  

 

4. Summary 

One lesson learnt in both Asia and Latin America is that social protection (in general) and social 

safety nets (in particular) have both intrinsic merit – Mill’s “meeting the claims created by 

destitution” and instrumental value, facilitating economic growth processes. They do not 

appear to have the “injurious consequences” so often ascribed to them. If this lesson can be 

seen as “making the case” for these types of interventions, then the next issue for exploration is 

how this first lesson can be operationalized. Here too there are lessons to be learnt. Three 

examples are given in this paper: managing the political economy dimensions of the transition 

from subsidies to individually targeted transfers; increased use of information and 

communication technologies; and inculcating a culture of evaluation.  
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Figure 1: GDP per capita and headcount poverty in Asia and Latin America 

 

Source: World Development Indicators, 2009. 
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Figure 2: GDP per capita and income inequality in Asia and Latin America 

 

 

Source: World Development Indicators, 2009. 
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