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 43.3% of rural households and 27.9% of urban households in Peru
were affected by adverse shocks in 2008 with undesirable
consequences on their incomes, consumption and welfare.

 In rural areas, the main shock were natural disasters which affected
28.5% of households (and the first quarter of 2010 has brought an
escalation of torrential rain, floods, and mudslides in the Sierra
region that forced to close Macchu Picchu for more than two
months; and unusually rainy and cool summer along the Coast
region that has adversely affected productive activities).

 In the urban world, the most important shocks are serious diseases
affecting 10.8% of households. In the same areas, the second and
third most common shocks are job losses and theft or assault.
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 These adverse shocks have had negative impacts on more than 90%
of affected households. In the urban areas and non-poor
households, the main reaction to an adverse shock is financial
borrowing.

 In contrast, in the rural areas and families in poverty, the primary
reaction to the adverse situation is inaction: 42.7% of rural
households affected and 39.6% of poor households involved
manifest that did nothing to try to alleviate the impact of adverse
shocks in their income and assets.

 These figures indicate the need for public social protection strategies
primarily for rural households and poor families who lack the tools to
mitigate risks of adverse shocks and to cope with them effectively.



Towards a comprehensive social 
protection system in Peru

 At the macroeconomic level, we need more effective counter-cyclical
economic and social policies to avoid setbacks in poverty reduction,
and permanent systems of risk management for natural disasters.

 A prevention system for El Niño-related disasters was nominally
created in 2006, but it is not operational yet, in spite of having
repeated Niño episodes every other year.

 Work to rebuild economic and social infrastructure destroyed by the
2007 earthquake in the South is still unfinished, and vulnerability
maps are still missing in the country (it seems that a one million
dollar tsunami-alert system will be finally bought after the recent
Chilean earthquake and tsunami alerts!).



Towards a comprehensive social 
protection system in Peru

 We also need to strengthen mechanisms of protection against
unemployment. The current formal compensation system for job
interruptions only covers about a tenth of the Peruvian labor force.

 Likewise, at the social policy level, it is critical to improve systems for
targeting and delivery of programs for poverty alleviation, including
the urgency of having a single system of identification of beneficiaries
of social programs.

 In this sense, a top policy priority is the replacement of very small
programs with high administrative costs and leakage, by a rigorous
national system of conditional income transfers covering all families in
extreme poverty.

 Easier said than done!: there are political economy problems to phase
out programs created and maintained for a quarter of century.



Key challenges in a CCT Program: 
The case of Peruvian “JUNTOS”

 Based on excellent work by Alcazar (2009), Huber (2009), Trivelli
(2010) and Vakis (2009): multidisciplinary approaches, mixed
quantitative and qualitative methods, analysis of statistical data,
administrative records, and field interviews.

 JUNTOS in a nutshell: It is a CCT program which transfers $35 per
month to 0.5 million families in rural areas with children under 14 and
commitments on health visits, education attendance and formal
identity registration.

Main positive results so far:
 Well targeted on the poor (it is the best targeted program in Peru:
82% of beneficiaries are poor, 49% in extreme poverty, mostly
indigenous working in small-scale agriculture and with limited access
to social and economic infrastructure).

 Transfer represents 15% of total expenditure on average for
beneficiaries and reduces poverty gap (extreme poverty incidence is
reduced by 2 percentage points in rural Sierra).



Key challenges in a CCT Program: 
The case of Peruvian “JUNTOS”

 Money spent mostly in food and other basic needs.
 Moderate increase in school enrolment and attendance, particularly in
transitions between levels and for girls.

 Significant rise in health demand mainly in child growth controls and
vaccinations.

 Some qualitative evidence of empowerment of women in household
decision making.

 No evidence of undesirable effects on labor supply or fertility rates.

Some key challenges:
 No impact so far in final health outcomes (illness, infant mortality,
malnutrition rates) and education outcomes (learning). Is it too early
to tell or too little to make a difference?

 There is overlapping with other programs (87% of beneficiaries
receive also other food assistance programs). Inefficiencies all over
the place.
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 Undercoverage of target population which is not solved with
community validation process. Conflicts in communities between
beneficiaries and non beneficiaries families.

 Supply side is not responding. Difficulties in intersectoral work and
commitment on education and health sectors to expand services.
Beneficiaries are stuck with low quality of education (most rural
schools are made of one single teacher handling simultaneously
several degrees in a single classroom).

 Single transfer versus differentiated amounts according to children
ages and opportunity costs in the labor market.

 Phasing out of beneficiaries linked to productive projects and youth
scholarships.

 JUNTOS needs to be part of a comprehensive and effective national
strategy for poverty reduction and social protection.


