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Foreword

Intergenerational persistence of poverty is generaly linked to the
reduced capacity of poor families to foster human capital
accumulation of their children and pull them out of poverty.
Supply-side interventions, which increase the availability and
quality of schooling and health services, might be insufficient to
improve this capacity when resource-constrained low-income
families cannot bear the direct and indirect private costs of
acquiring these services.

During the past decade a new generation of integrated poverty
reduction programs, Targeted Human Development Programs
(THDPs), have been implemented in Latin America to tackle this
problem by addressing the demand side in the use of sociad
services. The Inter-American Development Bank has played and
continues to play an active role in establishing these programs and
ensuring that they incorporate sound impact evaluation
mechanisms.

This report sets out the rationale for implementing THDPs and
outlines instructions for their design and implementation. In
addition a list of appropriate country conditions for the
implementation of THDPs is presented. The report also describes
ways of incorporating impact evaluation mechanisms into project
design and presents some of the results based on existing empirical
evidence. Finaly, a logical framework model for a THDP
operation isincluded in the Annex.

Nora C. Lustig
Senior Advisor and Chief
Poverty and Inequality Unit
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What Is a
Targeted Human Development Program?

Targeted Human Development Programs
(THDPs) are integrated poverty reduction pro-
grams designed to increase the capacity of the
poor to accumulate human capital. The programs
are directed primarily to poor and vulnerable
families with pre-school and school-age chil-
dren. Their main long-term objective is to eradi-
cate the structural causes of poverty by fostering
investment in the next generation’s human
capita. A secondary objective is to aleviate
poverty in the short term, mainly through
monetary transfers.

This report sets out the motivation for imple-
menting THDPs and step-by-step instructions
for design and implementation. It describes the
implementation of impact evaluation mecha-
nisms and results that can be expected and offers
a list of appropriate country conditions for a
THDP. A mode logical framework for a THDP
operation is presented in the Annex.

WHY FOCUSON HUMAN
CAPITAL ACCUMULATION?

There is a strong correlation between income
and human capital levels. Poor families are gen
eraly unable to accumulate sufficient human
capital and earn enough to pull themselves out
of poverty. In addition, supply-side interventions
aimed at increasing the availability and quality
of schooling and health services may not be suf-
ficient to level the playing field for poor fami-
lies. Resource constraints may prevent low-
income families from providing adequate nutri-
tion, hedlth care, and schooling for their chil-
dren. For this reason, THDPs address the de-
mand side in the use of socid services.

The indivisble combination of short- and long-
term objectives distinguishes THDPs from the
traditional concept of transfer programs focused
primarily on short-term income support. Strict
enforcement of requirements ensures that the

long-term objectives are met. Current transfers
are conditioned on behaviors that increase hu-
man capital accumulation, including prenata
care, early childhood development, and chil-
dren’s hedth care, nutrition (including nutri-
tional courses to parents), and school attendance.

An enhanced human capital asset base increases
earnings potential and the capacity to move out
of poverty. The intention is to permanently
change the conditions of poor families by edu-
cating a whole generation of children and en-
gendering a virtuous cycle of greater human
capital and higher earnings. Educated children
make educated parents who look after their own
children’s education; educated girls have lower
fertility rates and better child feeding practices;
and widespread primary and secondary educa-
tion reduces inequalities.

While THDPs may help poor families withstand
income shocks by increasing transitory and per-
manent household income; they should not be
relied on as the main safety net mechanism for
responding to macroeconomic shocks. This is
because THDPs are designed to target the
structuraly poor and may not be easily ex-
panded during downturns to incorporate new
poor, partly because targeting relies on indica-
tors of permanent poverty that are not affected
by temporary income downswings.

EXPERIENCE WITH
TARGETED HUMAN DEVELOPMENT
PROGRAMS

Several THDPs have been implemented in Latin
America during the past decade. The first ex-
periment with the concept was the 1992 Pro-
gresa pilot program in Mexico. Its success led to
the establishment of a countrywide program in
1997 that integrates education, health, and nutri-
tion activities for pre-school and school-age
children. Progresa is dso the first socia pro-



gram to have developed a statistically sound im-
pact evaluation system for assessing the impact
of the program on various dimensions of poverty
reduction.

The Brazilian Bolsa Escola programs focus on
schooling and provide monetary incentives for
attendance and performance.

PRAF in Honduras combines supply-side and
demand-side interventions in an experiment to

measure the relative effectiveness and synergy
of supply and demand actions.

Red de Proteccion Social in Nicaragua was d&
signed dong the lines of the Progresa model
and modified to reflect the late enrollment and
early dropout characteristics of the Nicaraguan
countryside.

The Apoyo Familiar program in Colombia also
combines different social sector interventions.*

! The Inter-American Development Bank has played
and continues to play an active role in the establish-
ment of these programs and in ensuring that they
incorporate sound impact evaluation systems. IDB
loans have been extended to support the programsin
Colombia, Honduras, and Nicaragua. Another isin
preparation for Brazil.



Motivation for an Integrated Approach

APPLYING AN INTEGRATED HUMAN
CAPITAL DEVELOPMENT APPROACH

Targeted Human Development Programs adopt
an integrated approach to developing the human
capital of the poor by addressing the nutritional,
educational, and health care needs of poor fami-
lies. Nutrition, education, and hedth services are
complementary in the generation of human

capital.

Health status affects nutritional interventions.
Efforts to increase food intake in poor families
may fal to improve the nutritiona status of
family members whose hedth is weak. If the
incidence of diarrhea and intestina diseases is
high, for example, interventions to increase food
intake must be accompanied by improvements in
sanitary and health conditions and good feeding
practices.

Female education and training affect the health
and nutritional status of family members. Edu-
cated women postpone childbearing, have fewer
pregnancies, and provide better nutrition and
health care to their children.

Nutrition and health status affect cognitive
achievement. Several experimental studies find a
significant positive association between nutrition
and hedth (in particular iron status and lack of
parasitic infections) and learning ability and
cognitive achievement (see Behrman 1996 for a
review). Pallitt and others (1993) find significant
effects of early childhood supplementary feeding
on various measures of cognitive skills in ado-
lescents in Guatemaan villages. Using a longi-
tudinal data set for the Philippines, Glewwe,
Jacoby, and King (2000) find that malnourished
children are less likedy to be successful in
school.?

2 They find that heterogeneity in learning endow-
ments, home environments, or parental preferences
cannot fully account for the fact that malnourished

Nutrition and health affect enrollment and
earnings. Glewwe and Jacoby (1995) find that
nutrition and health affect the age at which chil-
dren enroll in school and that early childhood
malnutrition delays enrollment. They aso dem-
onstrate that delayed enrollment has a sizable
impact on lifetime individual earnings.

RELAXING DEMAND
AND SUPPLY CONSTRAINTS

The rationae for implementing THDPs is the
existence of demand constraints on the ability of
poor families to invest in human capitd. De-
mand-side interventions would complement—
not substitute for—supply-side interventions.

Demand Constraints

Poor households cannot afford to send their
children to school, pay for hedth care, or pro-
vide them with a baanced diet, and they must
often send children to work to help support the
household.

Income fluctuations induce discontinuity in
school attendance. Jacoby and Skoufias (1997)
use pand data from rura India to analyze how
human capita investment in children responds
to fluctuations in household income. They find
that child labor and school attendance fluctuate
significantly in response to variations in house-
hold income. Further, variability in school atten-
dance might have a long-term negative impact
on the human capital accumulation of poor chil-
dren.

children perform poorly in school. While thereis no
strong negative impact of malnutrition on learning
efforts (homework time and school attendance), mal-
nutrition delays primary school enrollment. Their
result supports a causal link between nutrition and
academic success.



Children are sent to work to bridge the poverty
gap. Bhaotra (2000) estimates the wage elastic-
ity of children’s labor supply using household
data from rural Pakistan. The wage elasticity for
boys is significantly negative: as their wage rises
their labor supply declines. This implies that
children work to bridge a poverty gap. The re-
sults support the claim that the primary reason
for child labor is insufficient household income
(below subsistence levels), rather than, for e-
ample, low returns to education.

Poor households cannot afford to send their
children to school. Legovini and Lustig (2000)
show evidence from household surveys in Latin
Americaindicating that the most frequent reason
cited for not sending children to school is the
high cost of attendance (transport, clothes, mate-
rial, and the opportunity costs of remunerated or
unremunerated child labor). This signas the ex-
istence of resource constraints.

Supply Constraints

The accessibility and quality of school facilities,
or the returns of child labor over the returns to
education, play an important role as well.

Ray (2000) finds that poverty incresses child
labor hours and decreases school attendance in
Pakistan but fails to find significant results for
Peru. He speculates that the higher quality of
schools in Peru may explain this difference.

Using household survey data from Mozambique,
Handa (1999) finds that both demand-side inter-
ventions (increasing per capita consumption,
improving adult literacy) and supply-side inter-
ventions (reducing the number of children per
teacher) have large postive impacts on chil-
dren’s enrolIment.

These findings suggest a need to address both
demand and supply congtraints. In addition, de-
mand interventions will increase the pressure on
existing structures. Experiments, such as the one
developed by PRAF |1 in Honduras, can be ce-
signed to measure the relative efficiency and
synergy of supply and demand interventions.



Designing and Implementing
a Targeted Human Development Program

PROGRAM PRECONDITIONS

Four important conditions should be met before
establishing a targeted human development pro-
gram. First, the government’s political and fiscal
commitment should be ensured. Second, existing
socid programs should be thoroughly analyzed.
Third, intersectora coordination mechanisms
should be established. Findly, a THDP requires
an adequate ingtitutional capacity.

Ensuring Political and Fiscal Commitment

Poverty targeted programs require political
commitment to reach the very poor. This re-
quirement is intensified for THDPs because they
substantially affect the alocation of socia
spending, moving funds from genera to targeted
subsidies and from urban to rural populations.

Because THDPs are intended to increase the
human capital of a whole generation, so that
children can become educated parents and in
turn educate their children, governments should
make a medium-term financing commitment (10-
15 years) before implementing a THDP.

THDPs should replace programs with similar
objectives that failed to deliver positive results,
to avoid duplication of effort and conserve e-
Sources.

Analyzing Existing Social Programs

The efficacy of existing social programs (food
programs, vouchers) should be analyzed before
implementing a THDP. Though few socia sec-
tor programs have reliable evauation results or
adequate data to undertake such an evaluation,
some analysis is essentia to obtain a standard
against which THDP performance can be mess-
ured and to reallocate resources efficiently.

THDPsare one e ement of a wider array of gen
erd education, heath, social security, labor
training, and housing policies to increase the
asset base of the poor, increase their earning ca-
pacity through employment and productive &-
tivities, improve their living conditions through
basic infrastructure and housing, and reduce dis-
parities. It is thus important to recognize the role
and limitations of a THDP and ensure its con-
sistency with a country’s poverty reduction
drategy and overal sector policies. For exam-
ple, if a government charges user fees for school
and health services, adjusting fees in poor areas
might be less costly than channeling transfers
through the demand side.

Establishing I nter sectoral Coordination
M echanisms

Adequate supply must be ensured before inter-
ventions are undertaken to stimulate demand for
education, heath care services, and food. Most
THDPs are first implemented as pilot programs
in areas of easy access and few supply con-
straints—this was the case with Progresa in
Mexico. The Red de Proteccion Social pilot
program in Nicaragua followed the same ap-
proach, a least in terms of availability of
schools. Bolsa Escola programs in Brazil have
not required supply interventions because they
operate in urban areas where school coverage
and quality are considered adequate. However,
when THDPs are expanded to more remote a-
eas, extensve supply-side interventions—quan-
tity and qudity of hedth and education provi-
sons—may be indispensable.

Combining demand- and supply-side activities
requires substantial coordination between line
ministries and the executing agency. For exam-
ple, agreement is needed on the action plan de-
fining the schedule of investment in socia infra-



structure, the targeted population, the menu of
interventions, and the mechanisms for service
and benefit delivery. Interministeria coordina-
tion should aso include finance ministers to en-
sure compatibility between program objectives
and resource availability.

Building Adequate I nstitutional Capacity

Building the institutional capacity to manage a
THDP is essentid. Data collection and analysis
and development of a targeting system (if one is
not already available) require substantial finan-
cial and technical resources. Deivery and
monitoring mechanisms need to be tested. Staff
requirements are intensive at start-up (informa-
tion system specidlists, statisticians, and sector
specidlists, and external consultants can meet
much of that need). Synergies with national sta-
tistical institutes should be fully exploited.

Once systems are in place, however, the pro-
gram requires arelatively small staff to service a
large number of beneficiaries. For example,
Progresa’s administrative costs are less than 5
percent of the total program costs. In Red de
Proteccion Social, amuch smdler program at its
beginnings, administrative costs will represent
12 percent to 13 percent of total costs after the
first year of implementation.

PROGRAM DESIGN

Several issues should be taken into consideration
in the design of a targeted human devel opment
program. Program objectives should be clearly
stated and include measurable outcomes. In alk
dition, the targeting and selection of beneficiar-
ies are vital components of these programs. Tar-
geted Human Development Programs should
include education as well as hedlth and nutrition
components. Other issues important to consider
in the design of these programs are exit rules,
transparency, supply-side interventions, private
sector providers, the effects on loca markets,
expansion to urban areas and the program’s fis-
cal sustainability.

Setting Clear Program Objectivesand M ess-
urable Outcomes

Long-Term Objective. The long-term objective
of THDPs is poverty reduction. Indicators (such
as poverty headcount and measures of the depth
and severity of poverty) need to be selected for
assessing achievement of the objective. Where
the objective is to bridge socia disparities (for
example, in education levels) across different
groups (gender, geographic, ethnic), measures of
education and wage inequality can be used as
indicators.

Medium-Term Outcomes. The medium-term
outcomes of THDPs vary according to the c-
sign of the program. Defining program outcomes
that can be easily monitored and measured is
key to evauating program success. Medium-
term outcomes could include, for example, an
increase in the population’s average years of
schooling (education); a decline in maternal and
infant mortality rates (child and maternal care),
and a decline in the incidence of child malnutri-
tion or illness (health and nutrition). Also, the
active involvement of beneficiary families in
program execution (participation) may promote
positive behavioral changes in the medium term
such as better hygiene and feeding practices.

Short-Term  Outcomes.  Short-term  outcomes
should be monitored to insure achievement of
longer-term objectives. For example, school
grants are expected to increase school enroll-
ment and attendance and reduce dropout rates.
Repetition rates should fal if scholarships in-
crease with grades or if deposits are made in
individual savings accounts after children have
completed a given educationa cycle (as in Bra-
zil’'s Bolsa Escola). The program should reduce
child labor supply, at least the number of hours
children work. Sharper reductions can be e-
pected if after-school programs and attendance
monitoring are included, as in the Brazilian
PETI.? Prenatal and post-natal care components

3 The PETI isthe Brazilian program for the eradica-
tion of child labor. In addition to providing scholar-
shipsto poor children, it implements an integrated
strategy in communities with a high incidence of
child labor. The strategy includes changes in produc-



should lead to an increase in the number of
hedlth care visits. Nutritional components, such
as food supplements, food security, and nutri-
tiona training, are expected to improve the ru-
tritiona intake of parents and children in the
short run, and their nutritional status in the me-
dium run as well as compensate for imbalances
in household food alocation. The income sup-
port component is expected to alleviate the
depth and extent of poverty in the short term.
Jointly with nutritional components, income
support is expected to increase the quantity and
variety of consumption goods acquired. When
the target population is extremely poor, an in-
crease in income should produce a more than
proportional increase in food consumption. The
proportion of total expenditures on child-care,
children’s clothing, and school supplies can also
be expected to increase.

The program might generate other outcomes
directly or indirectly. For example, it could
change the labor supply of adult members of
beneficiary families, affect the intra-household
balance of power (since women receive the
grants, their power to take decisions may in-
crease), increase business start-ups and crowd
out inter- and intra-household private tranders.

Establishing a Targeting System
and Selecting Beneficiaries

Targeting and selection of beneficiaries are cru-
cia components of THDPs. Some of the steps to
follow in thisregard are: (a) defining the target
population, (b) selecting the beneficiaries and (c)
developing an experimental design.

Defining the Target Population

Since the objective of THDPs is to reduce pov-
erty through human capital development, the
target population is poor families with young
children. The aged poor and poor families with-
out children are immediately excluded as poten-
tial beneficiaries; they can be assisted by other
programs. The number of families covered -
pends on the financial resources available and

tion technology and campaigns to promote cultural
change.

the size of the transfer per family. Consideration
must be given to the trade-off between size of
the transfer and coverage as well as to the possi-
bility of phasing in the program. Both ingtitu-
tiona limitations and budget constraints may
require gradual implementation.

SAlecting Beneficiaries

THDPs often use a combination of geographic
and household targeting. These methods rely on
clear selection rules based on data from nationa
household surveys and censuses. Geographic
targeting is less expensve to administer but
does not differentiate between poor and non-
poor households in a community, So poor
households in non-poor areas would be excluded
while non-poor households in poor areas would
be included. Household targeting requires more
information but can discriminate, albeit imper-
fectly, between households. Geographic and
household targeting should be combined in dif-
ferent geographic areas or stages of a program.
When the program focuses on homogeneously
poor communities, geographic targeting is most
cost-effective as long as the cost of covering the
non-poor is smaller than the administrative costs
of surveying each household, adjusted by the
expected leakage rate. As the proportion of non-
poor increases in targeted communities, house-
hold means testing should be used.

Geographic areas can be ranked according to a
poverty or marginality index, with the index de-
pending on available data and government pri-
orities. Communities can be ranked by a malnu-
trition index if reducing malnutrition is a priority
(PRAF 11 in Honduras) or by the incidence of
child labor in certain types of agricultura activi-
ties if reducing child labor is the priority (PETI
in Brazil). A common poverty or marginaity
index uses census data to calculate a weighted
linear combination of demographic and housing
characteristics. These may include the percent-
age of illiterate population ages 15 and older, the
percentage of dwellings without running water
or sewerage systems, and the average number of
occupants per room. Census data contain little
information on household consumption and in-
come, however.



Combining census information with household
income and expenditure surveys delivers better
results. Household survey data can be used to
estimate an econometric (probit) model to pre-
dict the poverty status of a household, as meas-
ured by per capita family consumption (prefera-
bly) or per capita family income (when con-
sumption data are not available). The explana-
tory variables must be available in the census
data so that the model can be extrapolated to the
whole population. Estimated coefficients from
the poverty probit model are applied to the cen-
sus data at the region or locadity level to deter-
mine the predicted incidence of poverty (draw-
ing a poverty map). Locdlities can then be
ranked by degree of marginalization. The rark-
ing provides a schedule of implementation for
the program.

Some restrictions apply to the choice of locali-
ties for a first phase. If the program contains no
supply interventions (and none have been agreed
to with line ministries), a THDP will be re-
dricted to areas where the provison of educa-
tion and health services is adequate. Otherwise,
the conditions of the program cannot be en-
forced. In many cases THDPs are started as pilot
programs in areas where road access is aso
relatively easy.

&  Warning: Results Cannot Be Automatically
Extended

The lessons from the evaluation of pilot pro-
grams must be interpreted with caution. Results
cannot be automatically extended to areas that
require supply interventions. For this reason, a
pilot program should try to cover areas that
have different supply and demand needs. Ex-
periments testing the relative effectiveness of
supply and demand interventions (PRAF 1) may
also bedesirable.

Rules can be instituted to reduce the incentive to
migrate from a nonbeneficiary community to the
beneficiary community—a minimum residency
requirement, for example. This is a concern of
local governments, which do not want to attract
poor people from other districts (Bolsa Escola).
In national programs, migration of poor families

from control to beneficiary communities may
bias evaluation r esullts.

Household Targeting. Socioeconomic informa-
tion used to test income or consumption levelsis
obtained through a questionnaire designed to
collect data on household characteristics and
thewell-being of its members. Interviewees sign
(or fingerprint) the questionnaire to certify its
authenticity. The information should be saved in
electronic files for processing. Each household
and its members are assigned identification
numbers, to protect the confidentiality of the
information.

Data collection and processing should be super-
vised through control of sample mechanisms of
coverage and quality assurance Municipal
authorities and local representatives should
provide support, helping to identify the geo-
graphic borders of the locality and authorizing
the activities of those conducting the question-
naires.

Once household information has been obtained,
beneficiary families are selected on the basis of
a sandardized evauation of socioeconomic
characterigtics.

% Warning: Program Admission Rules
Should Not Be Disclosed

Program admission rules should not be dis
closed to avoid distorting family behavior. For
example, if the proxy for testing income is the
floor or roof material of the dwelling, a family
could change them to qualify for the program.
Nor should the rule selected distort behavior.
For example, if the rule for program admission
is the working status of children, reported child
labor may suddenly increase to win accessto the
program. For this reason, THDPs target poor
families with school-age children, regardiess of
whether the children attend school or work or
do both.

Community Involvement. To minimize errors of
inclusion (of non-poor families) and exclusion
(of poor families), the list of selected families
may be submitted to the community for scrutiny,
in some cases by public posting of selections.



Surveyors revisit any households identified by
the community to ascertain the veracity of the
claim and update the list accordingly. In Co-
lombia, community committees (veedurias ciu-
dadanas), which include the local priest, teacher,
and doctor, review the lists to assess errors.

Experimental Design

If the program is gradually expanded and an ex-
perimental evaluation design is used to assess its
impact (see impact evaluation section), some
geographic areas or households might be ex-
cluded from the program’s initid phase. The
random selection of villages or households for
control and treatment groups should be transpar-
ent and open to al stakeholders. PRAF Il used a
lottery supervised by community leaders to &
lect beneficiary and nonbeneficiary localities for
treatment and control groups among localities
that could qualify to receive the program. Chil-
dren conducted the lottery drawing in the pres-
ence of stakeholders and the state ingtitutions in
charge of administrative probity.

Education Component

This component provides monetary incentives to
beneficiary families conditiona on children’s
school enrollment and attendance.

Scholarship Design

A grant that covers the opportunity and direct
(transport and materia) costs of a child attend-
ing school will fully compensate families for
sending children to school. For most parents,
who positively value their children’s education
more than their children’s earnings, a smaller
grant will induce them to send their children to
school.

An analysis of femae-male and rural-urban e+
rollment, delayed enrollment, and repetition and
dropout behavior should be undertaken to design
a structure of scholarships that maximizes the
impact of the program. Common problems are
delayed enrollment and dropout after first or
second grade, high dropout rates between pri-
mary and secondary education, and high repeti-

tion rates. Gender differences are aso important:
in rurd areas girls are often withdravn from
school earlier than boys to help in the house.

Srategies to deal with country- or area-specific
problems include differential grants by grade
level and gender and rewards for successful
grade or school-cycle completion.

In Mexico, where analysis showed that enroll-
ment declined and dropout increased signifi-
cantly between primary and secondary school-
ing, Progresa awards scholarships to children in
the last years of primary and first years of sec-
ondary school. The grants increase with grade
level and between primary and secondary school
to avoid dropout at this critical stage. To close
the gender gap, Progresa awards larger grants to
girls, which has resulted in greater female than
male school attendance. The gender gap index
needs to be selected carefully. In Mexico, the
gap in attendance favored boys, but the gap in
attainment favored girls. The effect of Progresa
was to reverse the gender gap in attendance and
strengthen the gender gap in attainment, effec-
tively hurting boys.

In Brazl, a schedule of awards for successful
grade completion and school cycle completion
provides incentives for performance and com-
pletion of full school cycles (primary and secon-
dary).

In Nicaragua, where the problem is delayed en-
rollment and high dropout in primary school, the
Red de Proteccion Social awards grants to poor
rura children in grades 1 though 4 to support the
achievement of functional literacy. This choice
was determined in part by the absence of grade 5
and above in many rural areas, a restriction that
must be addressed through supply-side interven-
tions.

Grants can be provided to individual children
(asin Mexico) or families (as in Brazil). Family
grants require every school-age child in the
family to attend school. They are easier to ak
minister but harder to monitor than individual
grants. They motivate families to send al of
their children to school rather than select among
them, but enforcement penalizes al children



when one child fails to attend school. Both sys-
tems have some incentives for increased fertil-
ity: in the family grant, to extend the period of
benefits, and in the individua grant, to increase
the number of grants and extend the period of
benefits. Imposing a cap on the number of chil-
dren who can receive benefits and a time limit
per benefit per family can help curb fertility n-
centives. Family grants and caps on number of
children may, however, provide incentives for
families to separate into different households.

Some basic principles can be used to calculate
grant amounts. Household surveys such as the
Living Standards Measurement Surveys (LSMS)
can be used to estimate direct and opportunity
costs of attending school. Direct costs can be
derived from household expenditure modules;
opportunity costs, from wage equations based on
information from the employment and education
modules.

The opportunity cost for young children may be
hard to estimate because wage work is rarely
reported for young children. When no informa-
tion is available, the project team should investi-
gate the socioeconomic conditions and time d-
location of the target population. A second but
inferior aternative is to use rules of thumb that
set the opportunity cost equal to some arbitrary
fraction of average earnings of unskilled work-
ers.

Because the opportunity cost of attending school
increases with age and school achievement, the
grant amount of the grant should increase ac-
cordingly. The increase should be tied to grade
levels, to provide postive incentives for per-
formance. A cap on the number of alowed
repetitions might be set as an additiona per-
formance incentive.

Indexing the grant to inflation can preserve the
real value of the cash grant or the income-
support component.

Delivery
School grants are delivered to beneficiary fami-

lies conditional on children’s school attendance.
Grants are usually delivered to the mother, on

10

the assumption that women will spend more of
the grant on the children. The practice changes
the baance of power in the household toward
the woman. By-products, such as changes in
household violence, family composition, and
break-up patterns should be monitored.

Payments are delivered through the banking
system or the network of post offices, where
available, or to an dternative delivery agency.
Brazil’s Bolsa Escola, an urban program, uses
the banking system. Rura areas, however, lack
adequate coverage by financia ingtitutions. The
pilot phase of Nicaragua’'s Red de Proteccion
Social aso relies on the banking system or secu-
rity agencies, but the expanded program may
need an adternative delivery mechanism. In
Mexico's Progresa, school grants and income
support components are paid to beneficiary
families by authorized agencies that specialize in
managing cash transfers or by temporarily in-
staled loca Progresa units, Modulo de Atencién
Progresa. The expanded Bolsa Escola program,
now in the planning stage, would ddiver the
grants through automated teller machines
(ATM), offering poor families access to the
banking system and greater flexibility in cashing
their grants.

Monitoring School Attendance

School grants are conditional on children’s e
rollment and minimum attendance (usually 85
90 percent of the time). Temporary noncompli-
ance results in a suspension of the benefits; re-
peated noncompliance results in automatic &-
pulsion from the program.

Teachers Keep Attendance Records. Under one
model Bolsa Escola), teachers deliver the in-
formation to principas, who inform the agency
that issues the attendance certificates to the
banking system. Externa supervisors run ran-
dom checks on student attendance and teachers
recording practices. In Missdo Crianca, a pri-
vately funded variation of Bolsa Escola, chil-
dren’s attendance is monitored by contracted
nongovernmental organizations (NGOs) and the
local church. Since the scholarship congtitutes a
sizable proportion of poor families income,



mothers have a strong incentive to monitor their
children’s school attendance.

& Warning. To ensure truth in reporting, no
incentives should be given to teachersto
increase attendance.

TheHealth and Nutrition Component

This component provides monetary and limited
in-kind transfers to beneficiary families to in-
crease their food consumption, diversify their
diets, and improve their nutritiona intake.
Monetary transfers are conditional on an agreed
schedule of medical visits and attendance at rnu-
tritional courses.

Design of the Health and Nutrition Package

In Progresa, PRAF Il, and Red de Proteccion
Social, the health component takes a preventive
care approach. The Progresa package includes
basic sanitation; family planning; pre-natal, &-
sised ddlivery, and post-natal care; vaccina-
tions; children’s development care; antiparasite
treatment for the whole family; prevention and
care of chronic tuberculosis; blood pressure and
diabetes care; treatment of diarrhea and respira-
tory infection; control and detection of uterine
cancer; and community training in nutrition,
heath care, and hygiene. Nicaragua's Red de
Proteccidn Social provides a basic hedth care
package of pre-natal, post-natal, and maternal
care, children's vaccinations, and early child-
hood development.

Programs establish a schedule of visits for moth-
ers and children. Mexico's Progresa protocol
prescribes five pre-natal medical visits, two vis-
its for breast feeding women, three visits in the
first four months of life, eight visits from
months 4 through 24, three annual visits for
children 2-4 years old, two for children 4-16,
and one for adults 17 and older. Usudly the
number and type of visits are based on Ministry
of Hedth protocols. Sometimes they are too
comprehensive and not cost-effective. Only in-
terventions of proven cost-effectiveness should
be considered. Experiments on the effectiveness
of aternative heath packages can be developed
a the trial stage of project implementation,
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though that may not provide adequate time to
obtain definitive answers.

Food supplements may be provided to address
specific nutritional deficiencies. Progresa pro-
vides food supplements to breast-feeding and
pregnant women, to children 2 years old and
younger, and to malnourished children up to 5
years old. The supplements meet 20 percent of
caloric requirements and 100 percent of micro-
nutrient requirements. Anthropometric parame-
ters are monitored.

A curriculum of basic health care, hygiene, and
nutritional training for mothers is agreed with
the administrators of the program and the health
ministry.

Different options are available to calculate the
amount of the transfer for this component. The
trade-off between consumption needs and num-
ber of beneficiaries covered should be assessed.
Most programs use the gap between average
food consumption of beneficiary families and
the value of afood basket that ensures minimum
caloric intake for good health. By construction,
these transfers will not fully cover the consump-
tion needs of the extremely indigent and so
should be adjusted upward when this group is a
priority concern. The average value of food con-
sumption of beneficiary families should be com-
puted on a per capita basis. Consumption needs
can be adjusted to account for consumption re-
quirements of different family members and for
economies of scale of larger families. But there
is little empirica evidence on the numeric vaue
of adult equivalencies and economies of scale.
Because per capita calculations will result in
more generous transfers than adult equivalent
calculations, per capita calculations will simply
cover the full consumption needs of more bene-
ficiary families. The total value of the transfer
can then be calculated by multiplying the indi-
vidual average consumption gap by the average
number of individuals of the benchmark family.

A national program may set different transfer
amounts by geographic or other area, such as
urban and rural, with different poverty indices.
The transfers may aso be adjusted annualy to
account for inflation and for regiona price index
changes. These adjustments may come at the



cost of administrative simplicity, however, and
are not necessarily recommended.
Service Delivery

The hedth care package is delivered by public
health posts or contracted out. In addition to ke-
sc hedth services, providers distribute food
supplements and training in basic hedth care,
hygiene, and nutrition. In the Red de Proteccion
Social, contracted providers are paid a fixed
amount to cover the first agreed number of visits
and a variable amount for each additional visit.

Monitoring

Health providers record visits and inform the
program’s executing agency. Families receive a
receipt or a hedth care history for each child.
The executing agency maintains an electronic
database of the hedlth care history of benefici-
aries, which is accessible to hedlth care provid-
ers, and compiles a list of families that comply
with program conditions and retain digibility for
continued benefits. A local committee is estab-
lished to supervise service delivery and control-
lers dispaiched to random inspection of loca
executing units and providers in the field by
controllers.

Exit Rules

Families lose digibility if they fail to comply
with program conditions, if their income rises
above the established poverty threshold, or, for
geographic targeting, if the area no longer meets
marginality criteria. Families poverty status is
reassessed every two to three years.

% Warning. To avoid underreporting of in-
come by familiestrying to retain eigibility,
the rules (proxies and weights) used to de-
termine poverty status should not be di-
vulged and may be changed periodically.
Some poverty indicators, such as nutri-
tional status, areimmune to misreporting,
so monitoring the nutrition status of chil-
dren may be a useful means of assessing
family poverty level.

Transparency

Transparency is crucia for maintaining program
credibility and preventing corruption, politiciza-
tion, and clienteliam.

Sdlection of Beneficiaries

Targeting procedures and criteria should be
published in the officia bulletin of the govern-
ment and on the government Web page. Al-
though proxy-means testing rules (proxies and
weights) should not be divulged to avoid misre-
porting, procedures should be subject to external
auditing. The executing agency should aso in-
form community leaders of the criteria used in
the selection process.

Therisk of corruption and political interference
in the selection process is no greater in THDPs
than in other government programs. Survey-
based targeting systems help avoid discretionary
selection of beneficiaries. Controlling selection
a the national rather than state or local level is
another mitigating mechanism.

Accuracy and fairness require a systematic and
reliable mechanism—a social comptrollership—
for community participation in reviewing and
revising selection results. While the involvement
of local key informants who know the commu-
nity well, such as doctors, teachers, and school
directors, can be helpful, care must be taken to
avoid the discretionality that survey-based tar-
geting systems are designed to prevent. It is aso
helpful to inform the community at large about
the program and to give beneficiaries the right to
challenge decisions (Adato and others 2000).

Information for Beneficiaries

Information booklets and presentations at com-
munity meetings should provide beneficiaries
and nonbeneficiaries aike with complete details
about status, rights, and obligations related to
program benefits.

Beneficiaries and nonbeneficiaries should be
informed that eligibility is not conditional on
voting behavior or political affiliation. To ensure
privacy, they should know what information
they are required to share and what they are not.
In Progresa, beneficiaries in each locality elect a
community promoter to help disseminate infor-



mation and monitor the program. The promoter
meets periodically with executing agency staff
for training and exchange of information on how
the program is operating. The promoter provides
a link between beneficiaries and administrators
by channeling families suggestions and ideas to
improve service provision.

Delivery of Grants

All transactions are tracked and monitored, e-
ducing the risk of diversion of funds and other
resources.

School grants and income support transfers are
distributed through banks, postal offices, and
contracted security agencies.

Impact evaluation mechanisms grestly improve
transparency and accountability. Progresa,
PRAF |1, Red de Proteccion Social, and Apoyo
Familiar have well-designed evaluation mecha-
nisms and external evaluators. The independ-
ence of the agency responsible for evaluation is
essential for minimizing bias. Independence
needs to be established from the start, with the
design and implementation of the baseline sur-

vey.
Social Monitoring

During program execution, the socia control
exerted by beneficiaries, particularly mothers, is
important. Information is crucial for motivating
participants and reducing the risk of discretion-
ary use of funds.

Supply-Side Interventions

Because THDPs are designed to increase the
demand for hedlth and education services, gov-
ernments should plan for increased investments
in these sectors. Even where schools and health
posts can cope physicaly with increased de-
mand, the quality of service could suffer.
THDPs must either include a supply-side com-
ponent or coordinate with other programs that
do.

In 1997-2000, Mexico's National Council for
Educational Development (CONAFE) organized
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more than 70,000 courses for parents associa-
tions and more than 210,000 for teachers to im-
prove educationa activities. One-quarter of the
teachers received a 20 percent bonus for their
outstanding school assistance record and extra
curricular activities. Parents associations re-
ceived financia support for classroom mainte-
nance, and some 7,232 new classrooms were
built. Education supply-side interventions during
this period cost 0.3 percent of GDP, about half
the cost of the demand-side component. On the
health supply side, the number of doctors and
nurses rose and their average pay increased by
26.4 percent and 15.8 percent, respectively.
Some 8,783 health units were re-equipped.

Private Sector Providers

Programs should avoid discriminating against
private sector provision. Beneficiary children
should be alowed to attend private schools, for
example. Even though few private providers
may be available, scholarships may encourage
new entry, thus easing supply constraints and
improving options for the poor.

Effectson Local Markets

THDPs are expected to increase the demand for
food and other goods. If the supply is indastic,
inflationary pressures in local markets might
reduce the net welfare gains of beneficiaries and
hurt nonbeneficiaries as well.

Expansion to Urban Areas

Except for Bolsa Escola programs in Brazil,
THDPs in Latin America have been imple-
mented only in rura areas. From an administra-
tive perspective, program implementation should
be easier in urban areas, because of the greater
availability of financid intermediaries. Supply-
side condtrains are aso less severe. Targeting,
however, poses greater challenges. Because
household incomes are more heterogeneous than
in rural areas and migration to participating
neighborhoods is more likely, household rather
than geographic (community or neighborhood)
targeting should be done.

Fiscal Sustainability



From an economic standpoint, policymakers
need to insure that the THDP investment in hu-
man capital, like any other public investment,
has a postive net expected value. In other
words, the costs of the investment must at least
equal the increase in the discounted future
stream of earnings of beneficiaries relative to the
control group.

While net expected vaue is difficult to evaluate
in advance, results from pilot impact evaluations
provide useful inputs for making informed deci-
sions about the reasonableness of continuing or
expanding the program.

THDP targeting mechanisms should help gov-
ernments improve the incidence and cost-
effectiveness of social spending, enabling the
same objectives to be achieved with fewer e
Sources.

To maintain macroeconomic stability, most
countries will need to reallocate funds in order
to finance a THDP. Options range from drop-
ping ineffective programs to consolidating the
menu of basic preventive hedth, education,
early childhood, and materna care and nutrition
programs or eliminating genera subsidies.

Severd factors influence costs. Where poverty is
widespread and average GDP per capita is low,
implementing a THDP on alarge scale is proba-
bly not feasible. Costs rise with the number of
beneficiaries and decline with the level of pov-
erty—the poorer the country, the lower the q-
portunity cost and the smaller the transfer
needed to induce investment in human capital.
On the supply side, however, needs are greater
in poorer countries.

In low- and middle-income countries aike, the
scale of the program will be determined by fi-
nancial resources In most countries, coverage
will be smaler than the number of potential
beneficiaries. The resources devoted to human
capital investment depend on net expected re-
turns of this investment relative to that of other
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public investments, and not on whether the pro-
gram can achieve full coverage of the targeted
population.

The financing costs of full-scale THDPs as a
percent of GDP are smdl in middle-income
countries and significant in low-income coun-
tries. Progresa is financed entirely by the Mexi-
can government. Its cost in 2000 was 0.2 percent
of GDP, or 1.9 percent of total socia expendi-
tures. Only 4.4 percent were spent on admini-
stration. In-kind transfers—including medical
visits—represented 18.5 percent of the total cost,
and monetary transfers, 77.1 percent. The pro-
gram covered 2.56 million families or about 40
percent of rural households. In addition, supply-
side interventions have ranged between 0.15
percent and 0.18 percent of Mexican GDP
yearly since 1997. Bolsa Escola started in Bra-
slia and has been extended to seven states and
more than 200 municipdities, benefiting
800,000 children. The program is financed
largely by the federal government and executed
by loca governments. Extending Bolsa Escola
to 10 million children would cost about 0.36
percent of GDP, or 1.2 percent of the public
sector budget in Brazil. The federal government
has recently allocated US$800 million to finance
the first stage of this expansion of the program.
Full coverage by the Red de Proteccion Social in
Nicaragua would cost between 2 percent and 2.2
percent of GDP, or 6 percent of public expendi-
ture (excluding supply-side interventions). Re-
alocating resources going to food programs (2
percent of GDP) would be sufficient to cover
these costs.

Public and Private Donors

THDPs are easily adapted to incorporate external
donor financing. The transparency and accountability
in the design and implementation of these programs
and recent positive impact evaluation results should
boost donor confidence in the programs. Providing
scholarships to poor student is not new, but doing so
within a comprehensive framework of investing in
children and measuring resultsis.



Impact Evaluation and Expected Results

Impact evaluation is an indispensable tool for
assessing whether a program is achieving its
objectives. Impact evauations a intermediate
stages of a program can uncover important les-
sons for improving the effectiveness of program
design and execution. While impact evauations
can be time and resource intensive, the costs are
small relative to the scale of most programs, and
the returns in increased effectiveness of socid
spending and greater accountability are high.

For most THDPs, evauation of targeting
mechanisms and program impact has been care-
fully designed. That enables policies to be
judged not on the basis of some speculative a&-
sessment but through a quantitative analysis of
their impacts, costs, and benefits. While evalua-
tion is costly, it aso produces tremendous effi-
ciency gains by guiding governments and a-
nors decisions on future resource allocations.

IMPACT EVALUATION DESIGN

Selecting the Design

Impact evaluations compare a treatment group
(program beneficiaries) with a control group
(nonbeneficiaries), using either an experimental
or a quasi-experimental design. Experimental
design is the most robust. Program beneficiaries
and nonbeneficiaries are selected randomly
within the target population. Randomization e+
sures that there are no systematic differences in
the observed characteristics between program
participants and the control group. Data on both
groups must be collected before (baseline sur-
vey) and after (follow-up surveys) the program.
The impact of the intervention is assessed by
subtracting the mean outcomes of the treatment
group from the mean outcomes of the control
group before and after the intervention. Accurate
impact evaluation also uses multivariate regres-
sion techniques to control for individual observ-
able and unobservable characteristics.
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Randomizing beneficiaries is feasible and offers
an ethically sound basis for proceeding (all tar-
geted individuals have the same probability of
being selected) when budget congtraints require
rationing of program benefits. Even when the
programs are nationa in scae and am for 100
percent coverage, inditutional capacity and
testing often require that coverage be expanded
gradually. Phased coverage provides an oppor-
tunity for random assignment of targeted indi-
viduas to control and treatment groups. Indi-
viduals assigned to control groups a an early
stage of program implementation become bene-
ficiaries at a later stage. Optimally (if often -
litically unfeasible), control groups should not
be aware of future benefits, to avoid affecting
their expectations and behavior.

Progresa in Mexico used an experimenta de-
sgn impact evaluation system. Communities
rather than individuas were randomized to
avoid socia tensions within communities. As a
result, all groups of individuals of interest may
not have been randomly assigned because of
possibly uneven distribution of groups across
communities.

Experimental methods can aso be used to
evaluate program components and synergies
among components. Evaluating components re-
quires the development of multiple beneficiary
groups, each with access to different benefit
packages. This greatly increases the insights that
may be gained from evaluation. PRAF in Hon-
duras uses an impact evaluation system that &
sesses supply and demand interventions sepa-
rately and jointly.

Quasi-experimental methods are used when pro-
grams were developed before an evaluation
system was put in place. Methods range from
comparing beneficiaries before and after the
program (reflexive comparison), to comparing
beneficiaries and nonbeneficiaries by either arti-
ficiadly creating a control group that resembles



the group of beneficiaries (matching each bere-
ficiary with one or more observationaly
equivalent nonbeneficiaries), or using regression
methods based on instrumental variables. These
methods suffer from selection bias and difficulty
controlling for external factors that have affected
the changes in monitored outcomes. Care should
thus be taken in interpreting results.

Setting Up an Impact Evaluation System

Some of the steps to follow in setting up an im
pact eval uation system include the establishment
of an evauation team, assessments of targeting
efficiency and outcomes, quantitative indicators,
qualitative analysis, genera equilibrium analysis
and tests of different service packages.

An evaluation team should be involved from the
early stage of the project to support identifica-
tion and design by

= heping to develop a consistent and moni-
torable logical framework, including ob-
jectives, inputs, outputs, timing, perform-
ance indicators, risks, and underlying as-
sumptions (see logical framework annex);

= supporting the development and imple-
mentation of the targeting methodol ogy;

= working with the statistical office to en-
sure that the baseline and follow-up sur-
veys appropriately sample the population
and include al relevant questions for pro-
gram evaluation,

= supervising data collection, training and
contracting of the interviewers, and qual-
ity control; and

= supervising lottery selection of families
into control and treatment groups to en-
sure trangparency.

The evaluation system should be able to assess
targeting efficiency and short- to long-term out-
comes Additionally, it might assess the opera-
tiona efficiency of the program. Most of the
instruments and data used for evaluation become
important operationa tools for monitoring pro-
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gram implementation. The final outcome of an
impact evauation should be a clear anayss of
the cogt-effectiveness of the program, which is
indispensable for assessing its sustainability.

Program administrators and evaluation team
members should work together to develop a list
of quantitative indicators divided into short-term
(1-2 years), medium-term (2-3 years), and long-
term (3 years or more) measures. The indicators
can be defined separately for any group of inter-
est (gender, age, and ethnic background). The
list should be tailored to the specific program
(seelogica framework annex).

Qualitative analysis can complement the quan-
titative analysis to assess difficult to measure
outcomes, such as THDP impact from the ne-
dium to the long term on the empowerment of
some member of the family relative to others,
intra-household violence, and community cohe-
son.

A full-scale program with national coverage
might include analysis of the general equilib-
rium effects of the program (for example,
change in returns to education). This type of
anaysis is being carried out for Progresa, with
its extended nationa coverage.

During a pilot phase, administrators may want to
test different service packages, for example, to
measure the relative effectiveness of education
and hedth interventions, the transfer amount
required to achieve a certain increase in enroll-
ment, or the relative effectiveness of supply and
demand interventions. The costs of impact
evaluation, however, will increase with each
experiment.

EXPECTED RESULTS
Evaluating Targeting Efficiency

Evduation results of the targeting mechanism
for Progresa in Mexico and preliminary results
for PRAF Il in Honduras and Red de Proteccion
Social in Nicaragua are available. A preliminary
comparison of their targeting efficiency suggests
that al three succeed in targeting extremely poor
households with children subject to a high prob-



ability of stunting (IFPRI 2000). The Red de
Proteccion Social in Nicaragua is most effective
a targeting the most vulnerable, drawing 55
percent of its beneficiaries from the bottom n-
come quintile. Progresa draws 40 percent and
PRAF | draws 43 percent.

Progresa usesa two stage targeting mechanism
In the first stage, locdlities are selected through
geographic targeting based on a marginality in-
dex. The method is very successful in selecting
localities with the highest concentration of poor
families—better even than a theoreticaly supe-
rior method that selects localities using an index
based on families consumption expenditures.
Thereisamost no undercoverage, but leakage is
quite high. In a second targeting stage, families
are selected by household income and other -
cioeconomic characteristics within the selected
locdlities, using discriminant analysis. At this
stage, targeting works better at identifying e-
tremely poor households but is more likely to
fail to identify households that are moderately
poor. Considering the targeting costs, the two-
stage procedure is viewed as more efficient for
reducing the incidence and depth of poverty than
simple geographic targeting.

PRAF 1l rejected means test targeting. Benefit
leakage of 40 percent and undercoverage of 15
percent were not thought to justify the high ai-
ministrative costs of household targeting.

The Red de Proteccion Social used geographic
targeting based on a margindity index. Within
selected localities (comarcas), virtualy all
households (97.5 percent) are dligible to receive
the transfer except households that report own-
ing avehicle or afarm of more than 14 hectares.

Evaluating | mpact

Results are available only for Progresa. Most
results reported here reflect impact two years
into program implementation (a few cover only
eight months) using intermediate indicators,
such as enrollment rates or visits to health cen-
ters, rather than final indicators, such as years of
schooling or child mortality rates (IFPRI 2000).

17

In two years, the share of households living in
poverty (headcount) fell by 8 percent in Pro-
gresa localities. Measures of poverty depth and
severity improved even more, implying that ex-
treme poverty was greatly reduced. The poverty
gap dropped by 30 percent and the severity of
poverty index by 45 percent. These are the direct
impacts of Progresa and do not include in-
creased future earnings of beneficiary families.

Progresaincreased enrollment rates for grades 3
to 6 by 0.7 to 1.1 percentage points for boys and
1.0 to 1.5 percentage points for girls, depending
on methodology used. For grades 7 to 9, enroll-
ment increased by 3.5 to 5.8 percentage points
for boys and 7.2 to 9.3 percentage points for
girls. These figures indicate that Progresa
reached about a third of children not previously
enrolled. Average years of schooling increased
by 0.66 year, which will trandate into an esti-
mated 8 percent increase in permanent future
earnings for these children. School attendance
still falls during the harvest season, particularly
for boys and for children whose work force par-
ticipation cannot easily be substituted for by in-
creasing the labor supply of adults in the house-
hold.

Preventive health care visit rates grew faster in
Progresa locdlities than in control villages, with
a dgnificant increase in nutrition monitoring
vidgts, immunization rates, and pre-natal visits
(Gertler 2000). The number of pre-nata visitsin
the first three months of pregnancy increased by
8 percent.

Two years into the program, 0-5 year old chil-
dren in Progresa localities experienced 12 per-
cent fewer incidences of disease than children in
control villages. Among adults, Progresa bene-
ficiaries had 19 percent fewer days of illness
than nonbeneficiaries. As a result, the number of
in-patient hospitalizations was lower in Pro-
gresa localities.

Receiving the nutrition supplement regularly
was estimated to boost the annual mean growth
of children ages 12 to 36 months by 16 percent
(or 1 centimeter) and to increase children’s
height by about 1.2 percent. This is a potentially



important effect, which could increase lifetime
earnings by between 1.4 and 2.9 percent.

Eight months into the program, Progresa fami-
lies had increased their consumption of milk and
milk derivatives by 33 percent; bread, 32 per-
cent; mesat, 24 percent, and fruits and vegetables,
19 percent relative to consumption in the control
group. After two years, average food consunmp-
tion and caloric intake increased by about 10
percent in Progresa families compared with the
control group.

Eight months into the program, Progresa fami-
lies had increased their spending relative to the
control group by 58 percent on children’s cloth-
ing and 39 percent on shoes. Spending on chil-
dren’s clothing and shoes aso rose by a statisti-
caly significant amount as a share of total fam-
ily expenditures. Consumption of tobacco and
acohol did not increase relative to the control

group.

Progresareduced boys remunerated labor force
participation by 25 percent in the age group 12-
13 years. No dtatisticaly significant effects are
recorded for other age groups. Progresa does
not appesar to create negative incentives for adult
labor supply. Data show no reduction in labor
force participation rates for men or women.

Progresa increases women’'s decisionmaking
role in the family, particularly on decisions d-
fecting children. Women report that they are
more likely to speak to other mothers about
house-rdated issues, are more comfortable
speaking out in groups, have become more edu-
cated through health and nutrition training, and
have more control over household expenditures.

Progresa beneficiaries have organized them-
selves to carry out new activities. For example,
groups of women rented a vehicle to facilitate
collecting their transfers. A new range of small
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productive activities has also emerged in Pro-
gresalocalities.

Affecting I nstitutional Structuresand Social
Sector Policies

THDPs are expected to influence institutional
structures and socia sector policies and expen-
ditures. Adoption of an integrated approach in-
creases coordination among line ministries
(education, health, and other social sectors) and
the program executing agency. This coordina-
tion is beneficid to socia policy formulation
and consistency. If a THDP substitutes for pro-
grams shown by anaysis to be ineffective, im-
plementation of a THDP can help to develop a
unified framework for targeted interventions.

In many countries, particularly in Latin America
and the Caribbean, the geographic allocation of
supposedly targeted socia sector programs does
not match the regiona distribution of poverty.
THDPs, with their robust targeting, facilitate the
more efficient allocation of targeted public e
penditures across regions (urban and rura) and
municipalities. Consider Mexico. Between 1994
and 2000, the regiona distribution of poverty
changed little: the rura poor made up 60 percent
of the total (Levy 2000). In 1994, before Pro-
gresa started, only 39 percent of food subsidies
were targeted, and 31.4 percent of the subsidies
went to rura areas. With Progresa the situation
changed dramatically. Now more than 95 per-
cent of food subsidies are targeted, and 76.4 per-
cent of food-related transfers go to rural aress.
The total amount of resources disbursed re-
mained practically unchanged.

The integrated approach of THDPs stimulates
coordination among international lenders and
donors—mulltilatera, bilateral, and NGOs. This
may result in substantial efficiency gains, par-
ticularly in countries and sectors where govern-
ment and donor interventions overlap on both
the demand and supply sides.



Country Conditions

Country conditions should be analyzed to de-
termine whether a THDP could adequately 1e-
spond to the particular stuation. Country-
specific conditions include the nature and distri-
bution of poverty and the nation’s ingtitutional
capacity and local organization.

NATURE AND DISTRIBUTION
OF POVERTY

Pockets of Poverty and Other Appropriate
Conditions

Given the targeted nature of THDPs, the pres
ence of well-confined pockets of poverty will
help implementation. Other appropriate condi-
tions include the existence of low-income fami-
lies with low education levels, high labor earn-
ings to total income ratio, little or no asset own-
ership, high fertility rates, high incidence of
malnutrition, delayed school enrollment, low
school attendance, and high dropout rates. In
these families, children often contribute to the
family’s monetary and non-monetary income.
The presence of segments of the population
whose demand for education, hedlth, and nutri-
tion is constrained by lack of resources is aso
an appropriate condition for the implementation
of targeted human development programs.

TARGETING
Widespread Poverty
Widespread poverty within a country should not
preclude a THDP option. Critics argue that when

poverty is widespread, there are no obvious cri-
teriafor selecting programbeneficiaries By the
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same argument any intervention (road or school
construction, water and sanitation programs) that
fals to reach dl the poor in a country should be
questioned as well. Poverty reduction policies
can be successfully implemented even when
coverageis limited.

A legitimate concern is where to begin a pro-
gram, given available resources. If the objective
is to reduce the depth and severity of poverty,
programs should target the poorest of the poor.
If the objective is to reduce disparities between
genders or ethnica groups, programs should
target the disadvantaged group. A prerequisite is
the availability of good quality data—census
data and nationa household expenditure and
income surveys. Developing targeting mecha-
nisms that are technicaly robust and cost-
effective becomes a priority.

Institutional Capacity
and Local Organization

THDP implementation requires a certain amount
of ingtitutional and administrative capacity and
local organization. Ingtitutional and administra-
tive capacity is needed to design, implement,
and maintain appropriate targeting, training,
monitoring, and evaluation procedures’ Local
organization, with the active involvement of
representatives of beneficiay and non-
beneficiary families (school councils, loca
committees) is necessary to promote house-
holds active participation and ownership of the
program. That kind of participation is essentia
for achieving permanent behaviora change,
strengthening socia control and ensuring trans-
parency and monitoring.

* Progresa in Mexico and PRAF-11 in Honduras have
aready built this capacity. Other countries are build-
ing it, for example Nicaragua.
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Annex

Program

Logical Framework for a Targeted Human Development

Narrative Summary

K ey Performance Indica-
tors®

Monitoring and Supervision

Critical Assumptions and
Risks

Overarching Objective

Reduce Poverty Incidence, depth and severity | Survey data

of consumption poverty Poverty assessment
THDP Development Objec- (THDP Development Obj.sto
tives Overarching Objective)

Increase the human capital and
earnings capacity of poor
families.

Education level
Iliteracy rates
Life expectancy

Survey data

Macroeconomic growth and
stability

Medium-term fiscal commit-
ment

Project Outputs

1. Increasein average
schooling and school per-
formance

2. Improvement in health and
nutritional status

1.1 Net enrollment rates

1.2 Attendance rates

1.3 Average years of
schooling

1.4 Rateof functional lite-

acy

1.5 Children’saveragetime
allocated to work leisure
and study

1.6 Repetition and dropout
rates

1.7 Standardized test scores

2.1 Materna and infant
mortality rates

2.2 Morbidity and incidence
of child malnutrition

2.3 Number of medical pre-
natal visit in the first
three months of preg-
nancy

2.4 Number of birth assisted
by qualified personnel

2.5 Number of control visits
for growth and develop-
ment for infant and chil-
dren

2.6 Vaccination coverage

2.7 Incidence of malnutrition

1.1 Children’s school atten-
dance record by teachers.

1.2 Attendance certificates

1.3 External supervisors
random checks records

1.4 Test scoresresults

1.5 Executing agency’s bene-
ficiary database

1.6 Survey data

1.7 Beneficiary database

1.8 Impact evaluation team’s
reports

2.1 Providers records

2.2 Medica records

2.3 Beneficiary database

2.4 Survey data

2.5 Anthropomorphic data

2.6 Impact evaluation team’s
reports

(Outputs to Development Ob-
jectives)

Supply sideinterventions:
building of schools, ensuring
quality of education services,
ensuring teachers presence in
the classroom

Coordination between line
ministries

Supply side interventions:
availability of health posts,
presence of medical staff,
availability of drugs and vac-
cines, quality of service

® Basdline and targeted values should be shown, with the latter divided into values expected at mid-term, end of project and

full impact.
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Narrative Summary

Key Performance Indicators

Monitoring and Supervision

Critical Assumptions and

Risks
3.1 Improve consumption 3.1 Share of food expendi- 3.1 Survey data
levels and patterns ture on total family’sex- | 3.2 Impact evaluation team’s
penditures reports
3.2 Changesin the consump-
tion of milk, meat, bread,
fruit, vegetables and ba-
sic staples
3.3 Number of products
which enter family’s con-
sumption basket
3.4 The share of cloth, shoe
and school util expendi-
turesfor kidsrelative to
total family expenditures
3.5 Family’s consumption of
tobacco and a cohol
3.6 Changesin the family
pattern of expenditures
and asset accumulation
3.7 Private transfersreceived
4.1 Ensure targeting efficiency | 4.1 Undercoverage and lek- | 4.1 Survey data
age rates 4.2 Impact evaluation team’s
4.2 Cost-henefit of different reports
types of targeting
Project Components Input: (Components to Outputs)
1. Education component $__ million 1.1 Banking check issuance Efficient targeting
records Coordination between minis-
1.2 Executing units records | tries
and audits Transparency
2. Health and Nutrition Com- | $__ million 2.1 Beneficiary database
ponent 2.1 Providers contracts and
disbursements
2.2 Executing units' records
and audits
3. Impact Evaluation Compo- | $__ million 3.1 Bidding documentation

nent

3.2 Impact evaluation contract
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