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Introduction

The poverty problem in Brazil is widespread, affecting many subgroups among the population.  More than half of the poor now live in urban areas, including roughly 80 million people, with the characteristics of poor households quite diverse.
 The implications for providing some type of social protection to these individuals is immense, particularly in the context of a fragmented and politicized welfare system.   

Despite the large number of programs and substantial resource expenditures, the social safety net in Brazil has not been an effective tool for alleviating poverty.  Many programs do not reach the poorest, and there is often a mismatch between benefits and needs.  Programs are administered at the federal, state, and municipal levels making coordination extremely difficult.  There are also problems of inadequate targeting, lack of continuity with programs, waste and duplication, and on the other hand, gaps in coverage for many segments of the population.  Programs such as the Worker Food Program (PAT), are aimed at those in the formal sector which only further skews the distribution of income.  In addition, political concerns sometimes overshadow program objectives mitigating the impact of benefits.  The very poor, who tend to be less well-organized and have a weak political voice, have generally benefited very little from the social safety net programs.  

This paper will attempt to provide an overview of key issues related to formal social safety nets drawing on examples from international experience that may have some relevance for eventual safety net and program reform in Brazil.  Those issues which appear to be most relevant and provide a framework for this paper include: program choice, delivery mechanisms including decentralization, targeting, financing, and areas to consider for reform.

While the analysis draws on what is known about the main characteristics of the publicly-provided safety net in Brazil, detailed analysis of specific programs and features of the system are beyond the scope of this paper.
  A comprehensive discussion of social security and pensions, an important component of the social safety net, is also not included because in the Brazilian context it is targeted to workers in the formal sector and is not explicitly considered an anti-poverty program.  The system, however, is noted for being an enormous burden on the budget and regressive in its distribution of benefits.
  

Social Safety Nets


In every society there are individuals that cannot earn enough income for themselves or their families to subsist.  This group generally falls into three categories: the chronic poor who are not able to work (elderly, disabled); those who do work but whose incomes are low and irregular (rural landless and small holders, informal sector workers, women); and the transient poor who have fallen into poverty through some external shock such as natural disaster, economic reform and resulting unemployment, unforeseen economic crisis, or political crisis.  These individuals usually do not have access to other resources and therefore must rely on some type of social protection through the safety net.  

Most countries view the provision of social insurance to vulnerable groups as a responsibility of the State, and thus finance a mix of programs such as pension schemes, subsidies, cash transfers, and a wide range of poverty-targeted programs.  With the economic reforms which began in many countries during the late eighties, designing new social safety net programs has become prevalent to offset the short-term impact of reforms on the population and now represents a sizeable share of total government spending.  Informal safety nets provided through the family, community groups, and Non-Governmental Organizations (NGOs) also exist, though these cannot serve effectively as a substitute for formal programs.  For example, during periods of economic hardship, families may chose to pull children out of school to provide labor which can have lasting negative effects.  Remittances from family members abroad may help in difficult times, but they can also be erratic and insufficient.  NGO-funded programs can complement efforts to assist persons in need, though coverage can be quite limited, and assistance can be inconsistent as funding for such activities may disappear.


Social policy in Brazil has always made provision for some type of safety net for the population.  In recent years, Government policy has increasingly put poverty reduction high on the agenda and has prioritized the establishment of several new programs such as Comunidade Solidaria and reform of  other existing programs. The constitution of 1988 and the 1993 Organic Welfare Law (Lei Organica da Assistencia Social, LOAS) has defined welfare as policies focusing on the family, maternity, infancy, adolescence and old age; aid to needy children and adolescents; integration of persons into the job market; and training and rehabilitation of persons with special needs (handicapped).  The system which had been highly centralized, changed at the beginning of the Cardoso presidency.  Funds are now transferred to State and Municipal Social Assistance Funds.  The main organization for policy deliberation is the Conseho Nacional de Assistencia Social (National Welfare Council) which is comprised of governmental and non-governmental members.  The main organization for policy implementation is the Secretaria Nacional da Assistencia Social (Secretary of National Welfare).

Program Choice  

There are several types of safety net programs, which are designed to meet the needs of the various subgroups among the poor.  They generally fall into five categories: social insurance and cash transfers, in-kind transfers, income generation, training programs, and social funds (see Table 1).  As seen below, there are critical design issues related to each type of program, with these issues often varying from country to country.  For example, in designing programs one needs to consider issues such as the characteristics of target groups among the poor, the geographic location of the poor, level of capacity in the country, and issues of political economy.  

Two specific examples, Argentina and Bolivia, demonstrate differing conditions and results in program choice.  Both examples have been considered relative successes in terms of design and impact, though the approach, decision making process and outcomes were very different.  In Argentina during the mid-nineties the Government faced problems of high unemployment, the implementation of major labor market reforms, and growing poverty.  Their short-term goal was to alleviate poverty, and reduce unemployment.  To address this, they began a series of short-term public employment programs such as TRABAJAR which provides low-wage work targeted to the unemployed on various small-scale community-level projects.  This project is seen as a temporary intervention to address high unemployment and consequently does not address longer term issues related to poverty.  In response to the longer-term issues, the Government initiated a pilot social fund, FOPAR, which was set up around the same time.  While both FOPAR and TRABAJAR appear similar as they both finance small-scale civil works, the objectives of the two programs are quite different.  FOPAR places a greater importance on participation and capacity/institution building of poor communities in identifying and prioritizing needs, designing and implementing small projects, and mobilizing resources to carry out such projects in a participatory manner.  With these differing objectives, the design of TRABAJAR and FOPAR are quite different.  

Alternatively, during the mid-eighties, Bolivia was emerging from a prolonged economic crisis which included problems of unemployment, widespread poverty, and a reduction of food subsidies.  The Government wanted an antipoverty program that would be effective and visible, and would have an immediate impact.  After considering a range of interventions -- a school feeding program, food stamp program, and microenterprise scheme –the Government eventually chose to initiate a Social Fund Project.  The Emergency Social Fund incorporated a range of programs targeted to the poor such as food commodity distribution, school lunches, basic infrastructure rehabilitation in health and education, and played a major role in recapitalizing the most successful NGO micro-credit schemes.  The design and objectives of the social fund was suitable to the specific problems in Bolivia at that time in that it provided jobs, rehabilitated or expanded the country’s insufficient infrastructure and social services, provided jobs, and because it funded small projects, implementation was manageable.
 


Table 1.  Safety Net Programs:  Program Options and Design Issues

Program Category and Type
Design Issues and Lessons
Target Groups for Poverty Reduction

Social Insurance and Cash Transfers

Pensions


Actuarial imbalances even in some countries with young populations, threaten macro-economic stability (e.g. Brazil, Uruguay). 
Elderly, disabled, ill, injured 

Unemployment Insurance
Only covers formal sector workers, can provide disincentives to seeking employment.  Benefits should be tied to job search and permanent dependency on benefits should be avoided.  Should require workers to pay for their own insurance by taxing them.
Unemployed

Family Assistance
Usually tied to the number of children in a household and used for consumption smoothing over the life cycle for households covered by social insurance.  Means testing is crucial to containing costs. 
Poor families, single parent households

Social Assistance
Objective is to provide cash transfers to poorest.  Work best in countries with low poverty.  
Low-income individuals, elderly

In-Kind Transfers

Food and Nutrition Programs (food price subsidies, food stamps, school, maternal/child feeding, food-for-work)
General food subsidies are fiscally unsustainable, distortionary and regressive.  Food commodity distribution programs have higher transport and spoilage costs than food stamp programs.  Targeted food stamp and nutrition programs are more cost-effective and can provide indirect benefits (e.g. increased school attendance, infant care).  
Pregnant and lactating mothers, children,  workers, poor individuals.

Housing Subsidies
Often regressive benefiting the urban middle class.  Urban poor are best protected by increasing and encouraging low-cost housing production and slum upgrading.  Community organizations and cooperatives have been more successful at targeting.   
Urban poor 

Energy Subsidies
Mainly benefiting the urban population (both poor and non-poor), but on the whole regressive.  More effective programs include lifeline rates, vouchers, cash compensation and in-kind transfers.  
Urban poor

Income Generation

Public Works
Appropriate in areas where poverty is transient and there is scope for unskilled labor-intensive programs. The program wage should not exceed the prevailing market wage.  Can be highly political.
Transient poor, unemployed, urban poor

Credit Schemes
Main problem is the inability to borrow in the absence of collateral.  Programs should subsidize transactions costs but not interest rates, use local groups instead of direct targeting, organize beneficiaries, and incorporate incentives to both borrowers and lenders to enforce repayment.  
Informal sector workers (women), unemployed

Training Schemes
Most useful for targeted groups.  Monitoring and evaluation of programs and placements crucial.  Private sector programs can improve effectiveness (e.g. voucher scheme to targeted groups to purchase services in competitive market).  
Unemployed (youth)

Social Funds
Targeted at the community level.  Can be particularly effective in building community capacity.  Funds should not replace the functions of line ministries in operations and maintenance. 
Poor communities

Sources:  Adapted from World Development Report, and Subbarao, K. Safety Net Programs and Poverty Reduction.  

The overall mix of programs within countries also differs substantially based on specific needs, political decisions, and historical conditions.  Some countries may put much emphasis on training and public employment programs to address unemployment.  Alternatively, other countries may favor feeding programs to address malnutrition and take advantage of donor contributions through such assistance.  Because it is politically difficult to remove programs once they are in place, many countries maintain programs which may be outdated or poorly designed to avoid public disapproval or even upheaval.  This has in some cases, led to a patchwork mix of programs which is not well-tailored to the needs of the population and is an inefficient use of limited resources.  

A review of country by country programs in the Latin America and Caribbean region show that the most popular type of safety net programs which exist in every country are old age pension schemes, both contributory and non-contributory, feeding programs (school and maternal-child health), social funds, and public works programs.  The programs that are less common include transport subsidies, unemployment insurance, and services for the elderly.  Countries have, in recent years, moved away from general subsidies towards targeted schemes.  This is particularly common with feeding programs.  

The within country choice of programs in Latin America and the Caribbean Region displays no real pattern.  There was a range from as few as 4-5 types of public programs in Paraguay and Haiti, to more than 20 in Argentina, Costa Rica, Mexico and Brazil.  Many countries have the problem of fragmentation whereby programs exist simultaneously, with no coordination.  This can result in duplication and substantial waste of resources.  For example, in 1996, the Mexican Government was implementing up to 23 different nutrition programs, many with conflicting objectives and most of which were poorly coordinated with each other.  Costa Rica has approximately 35 programs implemented by 14 different Ministries.  This problem of fragmentation reflects the fact that programs are often put in place to address a particular crisis, or to gain political support which does not always allow for integration in an overall social policy and coordination with existing programs.  

Brazil follows a pattern similar to the rest of Latin America with a wide range of safety net programs.  Included are a large number of nutritional programs, as well as cash transfer, in-kind transfers, credit, housing, and youth training.  These programs are administered at the Federal, State and Municipal level.  Because of the various administrative bodies at all levels and frequent changes in program names, design and type, it is extremely difficult to get a full picture of the mix of safety net programs in Brazil.  Table 2 provides an approximate list of Federal Programs, and demonstrates the broad range of activities.  In addition to these programs, it is important to note that many other social programs aimed at the poor exist simultaneously at the state and municipal level.  As can be seen from the table, the largest number of programs are aimed at children, and housing and urban infrastructure.  Full spending data are not available, but many of these programs only receive small allocations from central government (see section on financing).  The program emphasis, therefore, only reflects the number of programs, and does not capture emphasis in terms of coverage or resource allocation, as this information is generally unreliable.   

In an attempt to provide a more coordinated approach to safety net programs, the Comunidade Solidária program was established within the Office of the Presidency in 1995.  The program is coordinated by the Executive Secretary and the Council of Comunidade Solidária, an entity with strong civic participation.  It incorporates sixteen programs carried out by four ministries. Its thematic priorities are youth development, children’s health, income and employment generation, food security, and urban services.  Although the structure of Comunidade Solidária intends to address the problem of fragmentation in the safety net, there are many difficulties in implementation such as a he lack of established priorities and absence of a mechanism for doing so, and an over-emphasis on nutrition programs which are not necessarily targeted to the poor. 

While an “optimal” mix of safety net programs may differ considerably depending on specific circumstances and country conditions, it is clear that an effective social safety net must be carefully planned, with programs well-integrated, well-coordinated and designed to meet the specific needs of the population.  Careful planning is particularly important given the difficulties in removing programs once they are in place.  Among the range of possible effects and design issues to be considered are potential changes in labor supply or markets, complementarity with other programs, institutional capacity, infrastructure constraints, administrative constraints (such as the capacity to identify, reach, and monitor beneficiaries, the strength of institutions, and delivery mechanisms), political constraints, macroeconomic conditions and the associated fiscal constraints,  and how the program is promoted to the public.  Programs and policies should also be flexible enough to respond to continually changing needs and conditions.

Table 2:  Brazil, Major Federal Safety Net Programs, circa 1997*

Type of Program
Programs
Description
Target Group
Administering Agency

General Poverty Alleviation


Comunidade Solidária (Community Fellowship)
Framework for coordinating 16 government poverty programs in health, feeding, sanitation, housing, and training
Poor municipalities
PR/CC/SECS

Social Insurance and Cash Transfers

Pensions
Social Security
Contributory social insurance program
Elderly, disabled
MPAS

Unemployment
Unemployment Insurance
Provides cash payments for unemployed
Unemployed workers in formal sector 
Ministry of Labor

Social Assistance
RMV  (Minimum Income Program for Senior and Disabled Citizens)
Cash assistance 
Needy elderly over 70 or disabled with income below ¼ of minimum wage
SNAS/MPAS


Monthly Disability Income
Cash assistance
Persons with serious disabilities
SNAS/MPAS

In-Kind Transfers

Food and Nutrition
PNAE (National Program for Meals at School)
School Lunch equivalent to R$0.13 per student, per day.
All school children 7-14 in public schools
MEC/FNDE


Milk is Health
Milk supplement and health care 
Undernourished children 0-2, and pregnant women
INAN/MS


PRODEA (Emergency Food Relief Program)
Basic Food Basket
Indigent families in municipalities where poverty is highest
MAA


PAT (Meals for Workers Program)
Subsidized Meals 
All formal sector workers, irregardless of income
MTb/business

Social Assistance and Protection of Children and Adolescents
Child Day Care 0 to 6


Day Care 


Children age 0-6
SNAS/MPAS


BCC  (Children Welfare Program)
Social and educational assistance
Poor children, 7-14 
SNAS/MPAS


Elimination of Child Labor
Multiple interventions to prevent and eliminate child labor
Selected municipalities in Pernambuco, Bahia, Mato Grosso do Sul
DNAS/MTb

Educational Support
School Health Basket
Provide health and hygiene materials (soap, dental, etc.)
Students in poor municipalities
MEC/FNDE




School Materials
Provide materials
Students, schools in selected poor municipalities
MEC/FNDE


School Transportation
Provide vehicles and transportation
Children age 7-14 in poor rural municipalities
MEC/FNDE

Health Initiatives


PAS (Health Agents Program)
Health care through home visits by community agents
Poor communities in Ceara
MS/SAS

Housing and Urban Development
Brazil Housing Program
Housing Upgrades
Families –up to 3 minim wage income; poor  Municipalities
Urban Policy Secretary, Ministry of Planning and Budget 


Pro-Saneamento (Program for Sanitation)
Provide water and sanitation to poor
Low income urban population
Urban Policy Secretary, Ministry of Planning and Budget


PASS (Program for Social Action in Sanitation)
Provides families with water drainage, and sanitation
Poor urban neighborhoods and municipalities chosen by Comunnidade Solidaria
Urban Policy Secretary, Ministry of Planning and Budget


Program to Provide lines of Credit
Lines of credit for housing, land purchase
Individuals between 3-12 minimum wages
Urban Policy Secretary, Ministry of Planning and Budget

Income Generation and Training

Credit
PROGER (Program for urban and rural income generation) 
Credit and technical assistance
Low income rural and urban microentrepreneurs
FAT/MTb


Program for popular productive credit
Credit
Low income microentrepreneurs
Ministry of Economic Development, National Bank


PRONAF (Family Agriculture Support Program)
Credit and technical assistance
Low income agricultural microentrepreneurs 
MAA

Training
PLANFOR (Program for Professional Education)
Employment Training
Unemployed
Ministry of Labor

Sources:  World Bank, Matrix of Social Safety Net Programs, Rocha 1998, Draibe 1997 and Secretaria de Assistencia Social, 1997.

*This table is not comprehensive due to continually changing information.  Data on expenditures and coverage were incomplete and thus not included.

**Portuguese-English translation for program names included in Annex II.  

Delivery Mechanisms  


Once a program or mix of programs has been identified, there are several important issues related to the efficient delivery of the services or benefits provided.  Social safety net programs are generally delivered through public sector institutions, with increasing participation of state and local level governments.  Yet in most countries the institutional capacity for reaching the poor is weak.  Program characteristics such as poor quality, high cost, waste, fraud, and corruption have affected the delivery of services.  Programs often become politicized with politicians interfering in the operations of public agencies, and services are delivered through government departments whose managers are constrained by little operational flexibility, unpredictable and usually limited resource flows, and who have few incentives for achieving better results.


The problems described above also exist in Brazil.  Implementation is complicated by a large bureaucracy, political maneuvering, administrative inefficiencies, and lack of planning and coordination.  One example is the School Lunch Program (PNAE) which faced problems with financing, the distribution of food items to schools, and the sharing of administrative responsibilities between federal and local government.  Under implementation, which was highly centralized, there were substantial losses due to theft in the distribution process.  The program has since decentralized and now allocates resources directly to the schools based on enrollment to avoid unnecessary intermediaries.  School personnel are now responsible for making food purchases, preparing, and serving the meals.  While the program still has problems with targeting, implementation is thought to be better under the decentralized system.  

Many countries are experimenting with a range of institutional mechanisms to improve service delivery in various sectors, including social programs.  Among them, five mechanisms are discussed here.  First, is contracting out services to private firms or Non-Governmental Organizations (NGOs).  The use of markets creates competitive pressures to provide high quality services.  NGOs can often be distinguished from the public and private sector by their social commitment, closeness to local issues, innovation, ability to foster community participation, and low labor costs.  

Second, is setting up performance-based agencies within public sector institutions and entering into formal contracts with these agencies, which provides them greater managerial flexibility while holding them accountable for specified outputs or outcomes.  A third mechanism relies on more traditional bureaucratic forms in the core public sector, emphasizing accountability in the use of inputs, promotion, and the cultivation of a culture of building loyalty and improving performance.  Fourth, some countries have used client surveys, published benchmarks, and other mechanisms for increasing public awareness and voice and in turn provides external  pressure for better delivery.  And finally, decentralization of service delivery can also be an effective way to better reach the population.  When it is carefully implemented, decentralization can build state and municipal capability, and create a better matching of government services to local preferences.  Decentralization can also have pitfalls, such as the possibility of increased disparity across regions particularly for those areas where capacity is weak (see section below).  

Box 1:  A Mix of Public and Private Sector in Program Delivery: The School Feeding Program in Trinidad and Tobago


The School Feeding Program (SFP) in Trinidad and Tobago is designed to provide children in need with a nutritionally balanced lunch.  The program, an ancillary body of the Ministry of Education, provides approximately 75,000 meals to students five days per week.  The SFP is administered by a director, nutrition officers and food service officers who frequent schools and kitchens to ensure quality and sanitation standards.  The preparation and delivery of meals is contracted out to private caterers located in the same geographic area as the schools.  Many of the caterers are female entrepreneurs who have sought loans to finance the initial investment cost of the kitchen equipment.  


Meals are prepared in the early morning, individually packaged in cardboard boxes, and delivered to the schools by the caterers in their designated areas, within 15 minutes of the lunch hour.  Distribution within schools is then coordinated by appointed teachers, older students or parents.  While certain schools are targeted for inclusion in the program, selection within schools is based on the recommendations of principals and teachers who determine need, with the assistance of an application form designed by the Ministry of Education.  


The cost of each meal in 1995 was slightly less than US$1.00.  The overall budget for the program includes approximately 3 percent for administration, 12 percent for packaging, and the rest for the purchase of food, preparation of meals, and delivery, by the caterers.  Approximately 80 percent of total costs goes into food.  


In addition to providing a lunch to students in need, the program has several other benefits.  First, records show that on the whole attendance rates have gone up for those students receiving meals.  Second, the program has generated demand for local produce, ultimately benefiting small farmers.  The standardized menus are designed to utilize local products based on seasonal availability.  Arrangements have been set up between caterers and local producers to ensure a steady delivery of products.  Third, the SFP has generated private sector employment at the local level with an estimated 600 individuals involved in food preparation and delivery.  A few of these workers have gone on to work in other parts of the food service industry once trained.  In one community, the contracted group is an NGO, which hires staff on a rotational basis so that a larger number of  unemployed villagers would be able to earn some money.  


One of the current challenges for the program is related to improved targeting efficiency.   There is little monitoring of the participant selection process nor subsequent tracking of students.  The mechanisms used are not always objective, and it is often difficult to exclude students within the classroom. 


Source:  World Bank, 1996.  

New Zealand has been at the forefront of reforms in service delivery where large ministries were split up into focused business units headed by managers on fixed-term, output based contracts, with considerable autonomy.  These reforms helped turn a budget deficit equivalent to 9 percent of GDP into a surplus during the 1980s and cut the unit cost of delivery by more than 20 percent in some agencies. Yet this type of reform may not be a viable option in countries with weak capacities.  The evidence from countries that have sustained improvements in service delivery has shown that one of the most critical components is creating a motivated, capable civil service (World Development Report, 1997).  This type of improvement in service delivery is feasible for Brazil, however, it would require a major reform of public sector institutions.  Achieving the goals of staff commitment and motivation would require long-term career rewards, adequate pay, and mechanisms to develop partnerships between management and labor.

Decentralization.  There has been increasing interest in the decentralization of services and transfers to the poor to local administrators who would be able to more accurately monitor poverty and manage anti-poverty programs.  This is particularly relevant for Brazil which has moved in this direction.  Because local governments are better than national governments at recognizing the needs and preferences of local residents, and because local governments are at least as efficient as national governments at delivering public goods that benefit only local residents, decentralization is expected to be more effective.  As shown, for example, through the implementation of demand driven social funds, different communities that may appear to have similar characteristics identify different priority needs for poverty reduction.   At the individual level, a centralized means test may not always accurately identify the poor because the information is difficult to verify.  A more locally based assessment using social worker evaluation or proxy means testing with staff who are familiar with the local characteristics of poverty could more effectively identify eligible beneficiaries for social assistance programs.   

There are, however, also disadvantages to decentralizing the management of social assistance programs.  Within a weak policy framework there can be a loss of macroeconomic control, regional disparities in service provision and loss of equity, and misallocation of resources.  At the local level programs may be more vulnerable to corruption and the influence of powerful local elites.   Local authorities may also be tempted to exaggerate the extent of poverty in their areas to increase their share of nationally or state level funds.  It is therefore necessary to build in mechanisms for transparency, accountability, and raising revenues and allocating expenditures locally.  

Another issue related to decentralization is whether the government chooses to distribute its social programs as entitlements or block grants to local authorities.  With entitlements the central government guarantees to distribute social assistance to all households with incomes under a certain poverty threshold.  In a block grant program, the central government provides each local authority with a separate grant that it may use to provide social assistance to poor households within their jurisdiction (Alderman, 1998). 

Thus far, decentralization in Brazil, on the whole, has had limited success. The framework for decentralizing programs and expenditures has attempted to delegate functions to states and municipalities, provide incentives at the municipal level, and direct transfers of resources to those agencies responsible for implementation.  While a full evaluation of this process has not been carried out, it is perceived that during the process, many sub-national governments have generally not been prepared to assume new tasks, which were not fully clarified.  In some cases, local governments used much of their windfall to increase staffing and launch questionable new projects.

The lessons of decentralization from a range of countries show that to achieve its objectives, the process must ensure that expenditure responsibilities are also decentralized, institutional capacity at the local level must be improved, and clear fiscal and financial relationships should be established.  Care must also be taken so that the fiscal difficulties of state or local governments do not undermine the fiscal discipline of the central government which has been a problem in Brazil, as well as Argentina, and Colombia, where significant reforms at the state or provincial level that involve many aspects of public-sector management are only recently underway (World Development Report, 1997).  

Box 2:  The Decentralization of Safety Net Programs in Albania

A recent study on Albania looks at whether decentralizing the management of safety net programs is more accurate and cost-effective than centralized management (Alderman, 1998).  With major economic reforms, the removal of most consumer subsidies, and the rationalization of unemployment benefits and social assistance programs in Albania, there was a need to introduce some safety net for the poor.  A program, Ndihme Ekonomika, was designed to provide income support to urban families with no other source of income and to support the incomes of rural families during the transition from cooperative to individual landholdings.  In 1995 the program was decentralized to transfer responsibility for the targeting and program administration from the Central Government to local authorities.  Under decentralization the Ministry of Labor and Social Protection sets only maximum allocation per household, but there are no fixed rules that local authorities must follow in allocating program benefits.  The criteria used for targeting varied from commune to commune.  Regressions show that information such as wage earnings, large animals owned, and number of women in the household were used to determine eligibility and benefit levels.  

Among the findings:  

· Local authorities appear to have access to certain kinds of information that are not easily captured in household surveys and use this information to allocate program benefits among the households under their jurisdiction.  Local government officials may know that some households have income sources, including transfers and savings, that were not covered by the questions in the households survey, perhaps from previous trips abroad by family members.  Officials may also know about transitory income shocks that are not reflected in a household’s expenditures and earnings.  

· While the allocation of social assistance among households by local authorities is well-targeted, the allocation of social assistance by the central government to the local communities is not strongly correlated with the levels of poverty in those communities.   If the Government were to make the program into one based on entitlements or base allocations more closely to the poverty rankings of communities, targeting efficiency could be further improved.   

· When local authorities receive a disproportionately low allocation of social assistance from the central government they do not make special effort to protect the very poorest households

· There have only been modest gains in targeting efficiency and cost-effectiveness from the decentralization of the management of the Ndihme Ekonomika program.  Despite only modest improvements, the program on the whole has proven to be a functional safety net.  The remaining constraints to improving targeting further are related to the way the central government allocates funds among local authorities and the lack of incentives to encourage local governments to use their limited funds in a more cost effective way.

Source:  Alderman, 1998

Targeting

 
Concentrating program expenditures and benefits on those who need them most can have significant benefits in terms of saving money and improving program efficiency.  Such savings can, in turn, allow for greater benefits for the poor and reduced inefficiencies in the economy.  This has been widely recognized, and has led to a move, particularly in Latin America, to introduce targeting mechanisms in the delivery of social programs.  Brazil has also moved towards targeted programs although problems of leakage and undercoverage are thought to be widespread.  Despite the lack of evidence on targeting outcomes in Brazil, the potential scope for improving efficiency through targeting social programs in the country is huge.  One such example is the PNAE school lunch program which currently is universal, benefiting all those who attend school, irregardless of need.  Providing benefits to students in schools in poor areas only through geographic targeting would generate substantial savings which could be used for other programs.

In carrying out targeting, several issues must be assessed which will help to determine effective program design.   Among them are the type of targeting mechanism to be used, and the various costs involved in targeting.  Three categories of targeting mechanisms are used to identify program participants.  These include geographic or group targeting, individual assessment, or self-targeting mechanisms.  Box 3 describes each mechanism and discusses when each might be appropriate.  

Box 3: A Taxonomy of Targeting Mechanisms

Geographic or group targeting uses location or group characteristic to identify program recipients.  Examples include geographic area identified through poverty maps, targeting school feeding programs only to schools in poor areas, and targeting health and nutrition programs only to young children and pregnant and lactating women.  This can be administratively quite simple, but it can be inaccurate because some of the rich live in poor areas, and some of the poor in rich areas.  Efficiency is improved the smaller the area targeted (e.g. municipality versus district).  

Individual assessment identifies program eligibility of individuals through criteria such as means testing, proxy means tests, social worker evaluations, gender of household, or nutritional status.  The ideal, basing eligibility for poverty programs on welfare, can be difficult due to a lack of accurate income data in most countries.  In the absence of this information, social workers may interview prospective beneficiaries and make assessments on eligibility, or proxies to income such as information on the household characteristics can be used to determine program eligibility.  Program experience shows that this approach is not necessarily too costly or unmanageable.  

Self targeting relies on the individuals decision on whether or not to participate in a program.  Most programs have factors which would discourage only those who truly are in need from seeking benefits.  These include the time involved (waiting time for benefits can be long), the stigma attached to being poor and requiring help, and the actual benefit of the program which may be something undesirable to the non-poor.  For example, self targeting is often used in public works programs where salaries are set below the minimum wage, and the work is very arduous.   

Source: Grosh, 1994.
Among the costs to be weighed in choosing an appropriate targeting scheme are administrative, incentive, and political costs.  Administrative costs are those incurred with identifying, reaching, and monitoring the target population.  As discussed above, these can be low for the various types of targeting mechanisms.  Second are the incentive effects which result from changed behavior as a result of the benefit.  Among the negative incentive effects is the labor-leisure choice whereby individuals chose to work less or not at all in order to receive benefits or as a result of them.  Relocation is another negative incentive effect--in some circumstances if benefits are targeted geographically, some people may move to take advantage of program benefits.  For example individuals may move to urban areas and exacerbate problems of urbanization.  Finally, are the political costs to targeting which can come through lack of support from the middle class when a program is well-targeted to the poor, particularly if they are marginalized in society.  Other more broad issues related to the political economy of social programs are discussed below.  

A study of targeting based on 23 case studies of social programs in Latin America and the Caribbean (Grosh, 1994) provides some interesting examples which can serve as benchmarks for targeting outcomes and administrative costs in Brazil.  As can be seen from Table 1, in general administrative costs of targeted programs are low both in absolute and percentage terms.  From the full sample of programs evaluated (not all listed below), the median for administrative costs was about 9 percent or US$5 per beneficiary, per year.  The targeting cost alone for the few cases where it was possible to separate this, was only 1 percent. By targeting mechanism, the median for administrative costs was 9 percent for individual assessment, 7 percent for geographic targeting, and 6 percent for self-targeting.  

In terms of impact on the incidence of benefits reaching the poor, the type of targeting mechanism used doesn’t necessarily matter.  For all three categories of mechanism, group/geographic, individual, or self-targeting, the median share of benefits going to the poorest 40 percent of the population was almost exactly the same, ranging from 71 to 73 percent.  

Table 3:  Administrative costs and Incidence of Benefits by Type of Targeting Mechanism for Selected Social Programs*

Targeting Mechanism
Program Name
Administrative Costs
Percent of benefits going to the poorest 40 % of population



% of Total
US$/ben/yr


Individual Assessment

Means Test
Jamaica Food Stamps
10
4
76


Jamaica Student Loan
30
332
46

Social Worker Evaluation
Costa Rica Pension
3.5
12.50
59


Costa Rica Health Insurance
5
6.50
74

Proxy Means Test
Chile Unified Family Subsidies
n.a.
n.a.
83


Chile Pension Assistance
n.a.
n.a.
83

Nutritional Risk
Costa Rica Day Care
9
23.16
70

Geographic or Group Targeting

By Neighborhood
Peru Glass of Milk
4.2
0.38
72

By School
Chile School Feeding
5
3.70
79


Jamaica Nutribuns
6.8
2.50
72

Self Selection

Employment Programs
Bolivia Emergency Social Funds
3.5
8.50
77

Use of Health Services
Chile Food Supplements
6
7.6
69


Jamaica Food Stamps
10
4
75

General Food Subsidies (no targeting)


Jamaica Powdered Milk, wheat, cornmeal


34


Mexico Corn


20 (for 33.7 % of population)

Source:  Adapted from Grosh, 1994.  

*Some of these programs no longer exist.  

Financing

The literature on the mechanisms for financing social safety net programs demonstrates that it can influence the choice of programs, its sustainability, and its ultimate impact on the poor.   These decisions depend greatly on country objectives, historical circumstances, level of real purchasing parity, GDP per capita, political constraints, and the degree of buoyancy of private transfers.
 


Since resources are generally limited, there are tradeoffs between long-term investment in growth and human resources and short-term investments in safety nets.  Exceptionally high expenditures on safety nets can deplete resources for growth and create disincentive effects in the labor market.  Inadequate resources can lead to higher poverty, and rising social problems.  

Social Assistance programs are generally financed from external or domestic sources which include general tax revenues, payroll taxes, specific taxes, or arrears.  The available evidence shows that in LAC, external financing is an important source.  Expenditure information on social safety nets tends to be incomplete, especially in the larger countries where decentralization has taken place.  Available data from Latin America and the Caribbean shows that the median of public expenditures on social security and welfare in LAC was 15 percent of total government expenditures (averaged during the 1990-1997 period). In Brazil, it was estimated to be 27 percent.  Most of that spending goes to social security rather than social assistance programs, as is the case in Brazil (IMF, Government Statistics Yearbooks, see Annex 1.). In some countries the proportion of that spending going to social security was as high as 95 percent. For welfare only, the median was about 1.5 percent of total government spending.  Substantial resources are also spent under the category housing and to a much lesser extent to community development.  Housing expenditures would include housing subsidy programs.   

On the whole, Brazil’s public sector is highly decentralized, with states and municipalities accounting for about 50 percent of public spending and 45 percent of public revenues.  (World Bank, Brazil Social Spending in Selected States, draft, 1998.)  The 1988 constitution assigns specific tax bases to each level of government and creates a system of tax sharing which substantially redistributes revenue between levels of government and between regions.  The state governments are assigned a value added tax (VAT), which is assessed and collected directly by each state government.  The federal constitution requires the states to transfer 25 percent of the proceeds of the VAT to the municipalities within their territory, partly on the basis of the origin of tax collections and the rest according to formulas devised by each state legislature.  Brazil’s transfer system includes transfers from the federal government to states, federal transfers to the municipalities and Constitutionally mandated transfers from the states to the municipalities.   

With regard to the financing patterns for social safety net programs, the most recent data available (1995), show that the largest share of spending comes from the federal government.  Financing for social protection comes from general tax revenue through tax decentralization, payroll taxes, two funds, FINSOCIAL and PIS-PASEP, and lottery revenues.  PIS-PASEP is linked to the payment of unemployment insurance and bonus salaries to workers who earn less than two minimum salaries.  Housing programs appear to be funded by the municipalities, and social assistance programs are financed through a mix of federal, state and municipal level sources. Social Security is almost entirely financed from government expenditures, and places an enormous burden on the budget due to the high benefit levels, and aging population.  A study comparing the implicit pension debt in selected countries between 1990-1997 showed that Brazil was near the top, at 187 percent of GDP.  This compared to 30 percent in Venezuela, and 37 percent in Peru (Kane and Palacios, 1996).  The liability implicit in individuals’ accrued pension rights far outweighs any reasonable measure of the government’s tax raising ability.  

Another concern with financing appears to be the dramatic fluctuations in spending. For example, total expenditures on nutrition went from 1,333,578 thousand reals in 1991 (in 1997 constant reals) to 350,362 thousand reals in 1992.  In 1995, expenditures were at 779,511 reals, and then dropped 505,593 reals in 1996.  With such inconsistent allocations from year to year it is extremely difficult to plan and implement programs. 

Table 4:  Brazil: Safety Net Spending by Source of Funds, 1995

Budget Category
Federal
State
Municipality
Total

(in thousand R$)



Social Security
99.8
0.01
0.01
3561

Housing and Urban
3.9
13.8
82.3
7183

Labor
98.1
1.9
0.0
3022

Social Assistance
34.0
39.9
26.1
2863

Food and Nutrition 
96.0
1.0
3.0
822

Source: IPEA, Dimensionamento e Acompanhamento de Gasto Social Federal, 1998

Political Economy and Safety Net Reform

Political economy.  Social programs can be significantly affected by concerns of political economy.  They are often seen as a way to win votes and thus programs are frequently introduced without careful analysis of the needs of the poor.  On the contrary, it is politically very difficult to eliminate programs which may be poorly designed, regressive, or outdated.  Groups that are organized and vocal put pressure on governments, which then allocate benefits to politically appease these groups.  This, however, can leave the poor who may be in greater need but are generally less organized and less vocal, with fewer benefits and at risk of losing support of programs under times of fiscal cutbacks.  Brazil, as many other countries in the region, has not been able to escape such pressures in implementing social programs.  

Towards Safety Net Reform for Brazil. As part of reforming the public sector, a few countries have begun to reform social safety nets to better meet the needs of the population.  This involves redesigning both the system as a whole and individual programs.  The trend in Latin America has been towards increased targeting of social programs, more decentralization to the local level, and an increase in the participation of NGOs in the delivery of services.  The remaining challenges for deepening these reforms lay in the areas of better coordination in the design, planning and implementation of programs, and improved service delivery both through increased participation of the private sector, and redefining the role of the public sector to ensure equity and quality.  One of the key lessons from any attempts at reform is that change is difficult and will require a clear vision for the future including defining the role of the state, strategic sequencing of changes, and building consensus among civil society.  A few key areas relevant for potential reform in Brazil are discussed below.  

Overall Reform.  Many of the problems in Brazil discussed above make a definitive case for overall safety net reform, including a major change in the social security system
  In carrying out reform, a first priority is the need for a clear social policy which matches goals and resources with well-targeted programs, and promotes better coordination of programs.  Such coordination can make more efficient use of resources and avoid fragmentation and duplication in the delivery of programs.  This process may also point to the rationalization of programs that are duplicative and better integration of existing programs.  One example of such integration is health monitoring component of the food basket program PRODEA.  This not only ensures that eligible pregnant and lactating women and children get nutritional assistance through the family baskets, but also that they receive periodic care at health clinics.  

While Comunidade Solidária has been set up to serve this organizing function, thus far it has not fully achieved its goals.  It does provide a framework for coordination, and encourage the participation of civil society.  With institutional strengthening, Comunidade Solidária could increase its role as a lead agency which could develop an overall policy framework to continually prioritize and rationalize programs in response to changing social needs, within an overall poverty alleviation strategy.  

Redefining the Role of the State.  While the Government clearly has an important role in ensuring the provision of social benefits, its’ advantage is not always in the delivery of services.  Reforms of the public sector in other countries have moved towards a more defined role for Government in ensuring equity and quality, while working closely with private providers in service delivery through contracting out services and providing direct transfers to private programs. There are many examples of greater efficiency gains by private providers.  Market forces in many areas often provide an incentive to contain costs and increase efficiency.  Government’s role, however, is still crucial.  In particular, the public sector needs to ensure strategic planning, equitable coverage, and transparency, establish norms and standards to maintain quality control, train staff, and monitor and evaluate program performance.  While such reforms have begun to take place in Brazil, there is still much scope for strengthening the public sector in specific areas, and further relying on the private sector in the delivery of social welfare services.  

Improving targeting and monitoring of beneficiaries.  As discussed above, there are several mechanisms for targeting programs that would help to improve efficiency, and minimizing leakage of benefits to the non-poor.  The most appropriate type of targeting mechanism to be used, geographic or group, indicator, or self-selection, would depend on the type of program, geographic location within Brazil, and administrative capacity of the institution implementing the program.  

With the widespread use of electronic data bases, even in developing countries, the feasibility of monitoring beneficiaries has become much easier. Modernizing information systems, such as a roster of program recipients can help to ensure current information on the characteristics of participants, verify eligibility, and avoid duplication of benefits across programs.  With appropriate data, it is also possible to evaluate the impact of programs and adapt their design accordingly to improve efficiency.  One such example from the region is the SIEMPRO program in Argentina which was set up in 1996 to establish an information system to help improve social program management in the country.  The information system then contributes to the improved design and implementation of social programs by making information more widely available, by carrying out the analyses and evaluations of policies and programs, and by strengthening the capacity of provincial and national agencies in information management, analysis, and policy and program evaluation.  Box 4 describes this initiative in more detail.  

Box 4:  Argentina: Creating an Integrated System of Social Policy (SIEMPRO)

Argentina has suffered many of the same problems with the safety net as Brazil.  Spending has been relatively high, and efficiency low.  There has been no explicit policy framework for meeting the needs of the population, and programs have been fragmented with little coordination between each.  The development and implementation of an effective social policy was hampered by a lack of information and of appropriate systems to target, monitor and evaluate social programs, especially those meant to benefit the poor.  

To address these problems the Government, through the Secretariat of Social Development (SDS) established An Integrated System of Social Policy (SIEMPRO)   SIEMPRO has been set up as a separate central unit under the within the SDS with small executing units at the provincial level.  Its’ activities are broken into four general areas:

· Social Information Base – develops and maintains an information base for timely monitoring and analysis of poor and vulnerable groups using primary and secondary data sources.  This involves collaboration with statistical and institutions.

· Evaluation and Monitoring – develops appropriate designs for targeting, monitoring and evaluation of social programs, and evaluation studies on a demand-driven basis.

· Capacity Building of Provinces – disseminates developed methodologies and social information systems to appropriate national and provincial agencies

· Social Policy Analysis – provides assistance to the Social Development Secretariat to establish priorities, design strategies, assure coordination of social programs directed to the poor, and encourage the participation of a broad range of agencies of civil society.  

An evaluation of SIEMPRO was carried out among stakeholder organizations such as relevant national and provincial social sector agencies, the National Institute of Statistics, and FLACSO (Latin American Faculty of Social Sciences).  The results of the evaluation showed that in general, the program has had many positive benefits.  Among the contributions of SIEMPRO being noted as particularly valuable were: (i) making social information and indicators widely available; (ii) fostering the culture of evaluation and transparency which had generally not existed before; (iii) building the capacity to manage and analyze social sector information, particularly at the provincial level which in turn contributed to the design and implementation of effective social sector policies and programs.  Among the challenges SIEMPRO has faced are difficulties in obtaining necessary cooperation and access to information in carrying out the evaluation of programs outside of the SDS.  

Source:  World Bank, 1995 and World Bank, 1998

Reform in the area of financing.  This would cover two important areas; ensuring consistent budgetary resources over time to prevent the fluctuations and changes in programs, and setting up a better system for allocating and monitoring resources to ensure efficiency and transparency within a decentralized system.  The first will link to overall reform of social policy which matches goals and resources with well-targeted programs.  The second would require institutional strengthening at both the central and local levels.


More emphasis on rehabilative programs.  This would aim at providing individuals who can work with the right skills and assistance to enter the labor force rather than collecting unemployment insurance or other forms of social assistance.  Such an initiative would provide training and facilitate a job search.  An example of this is the current welfare reform in the United States where individuals must now work during a transitional period in order to receive their welfare benefits, with time limits on how long they can receive assistance through the program (see Box 5).  The program is still too new to fully assess its success. 

Box 5: Welfare Reform in the United States:  From Welfare to Work
Under the current welfare reform in the US, significant changes are taking place which are aimed at encouraging the poor to leave the rolls of public assistance and become gainfully employed.  The Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of 1996 has replaced two programs; a cash transfer program, Aid to Families with Dependent Children (AFDC),  and a welfare-to-work program, Job Opportunities and Basic Skill Training (JOBS).  PRWORA provides a block grant to states which gives them greater flexibility to design their own programs, though some restrictions concerning the work-related aspects of the program do exist. The focus of the program is to create assistance systems that emphasize work rather than cash assistance.  Two models seem to be followed by states with a) the program allows for a short amount of time during which a recipient can collect cash assistance before a strictly defined work mandate goes into effect; and b) the program concentrates resources on helping recipients obtain private sector employment for the entire time a recipient is unemployed and receiving welfare.  While the reforms are still new and have not been fully evaluated, longitudinal data shows that while most recipients were off assistance or participated in a required work activity during the 12 month period analyzed, after one year a significant proportion of the mandatory recipients were receiving assistance – ranging from 31-44 percent in the cities where data are available.  With time in implementation, it will be possible to carry out additional analysis of this reform in the future.

Source: Holcomb, et. al, 1998

Introducing innovations in program delivery.  Examples of the increased involvement of the private sector, NGOs and community groups in implementation have been mentioned above.  These agents are often able to deliver services more efficiently and are able to reach out to communities to better identify their needs.  Similarly, decentralizing programs can help to ensure that they are able to adapt to local needs and better serve the beneficiaries, though in many countries, as is the case in Brazil, local capacity for implementation can be very weak hindering successful program delivery.  As described in Box 6, another innovation involves an electronic smart card to keep track of program benefits and beneficiaries.  This type of program would be most appropriate for urban service delivery as access to machines which could read the cards would be difficult to maintain in rural areas where items are often traded or purchased in informal markets.  

Box 6:  An Innovation in Urban Program Delivery: The Use of Electronic Smart Cards for a Feeding Program in Mexico

Mexico is experimenting with a “basic food basket” program targeted to poor families in three urban areas in the state of Campeche.  Eligible families include those whose income is below two minimum salaries, pregnant or lactating women, and children between 6 months and 5 years of age (after which children participate in a school feeding program).  The program attempts to replace the now fragmented and large number of food programs into one which is more comprehensive and efficient.  Upon visiting a local health center where maternal-child care is provided, eligible families receive a credit through a “smart” or electronic card which can be used towards the purchase of specific food items eligible families at local shops and markets.   The non-transferable card is personalized with the name of the mother of the family or the women responsible for daily food preparation.  Once items are charged to the card, the amount of the purchase is automatically subtracted from the monthly sum.  Shop owners are paid by a program agent once a week according to the amount of products sold through the smart cards, and the agents are paid once a month by check using the computerized information.  

An evaluation of the pilot has been carried out among beneficiaries and store owners.  On the whole, the pilot program has been well received.  Beneficiaries have been complying with the health requirements of the program, and prefer the freedom of purchasing the food items and quantities that they want within the monthly allocation.  Participating businesses have benefited through an increase in clientele.  The principal problem reported through the evaluation was with the machines, periodically they had broken down, or did not read the cards correctly.  There are plans for expanding the program to a wider group.   

Source: Proyecto ITAM-FIDELIST, Evaluacion del Proyecto de Canasta Basica Alimentaria para el Bienestar de la Familia (FIDELIST), 1996, Mexico.
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Annex I. Central Government Expenditures on Social Security and Welfare, and Housing and Community Amenities in Selected LAC countries*

(Draft)

Country
% Social Security and Welfare of Total Government Spending
% Welfare of Total Government Spending
% Housing and Community Development
Year

Argentina
54
2.8
3
1995

Barbados
22
1.8
4
1989

Belize
5
2.3
7
1985

Bolivia
19
0.3
0
1996

Brazil
27
2.1
1
1996

Chile
34
0.1
6
1996

Colombia
8
0.5
1
1993

Costa Rica
20
na
0.2
1995

Dominican Republic
4
na
14
1995

El Salvador 
5
na
5
1996

Guatemala
4
na
5
1995

Mexico 
20
2.3
3
1995

Nicaragua
15
na
3
1994

Panama
21
0.2
6
1995

Paraguay
16
0.2
0.4
1993

Trinidad and Tobago
14
5.8
9
1995

Uruguay
62
na
2
1996

Venezuela
7
na
5
1986

*Based on data availability

Source:  IMF, Government Finance Statistics Yearbook, 1990-1997, Washington, D.C.

Annex II.  Portuguese-English Translation of Program Names for Social Programs included in Table 2

Programas
Programs




Comunidade Solidária
Community Fellowship

RMV (Renda Mínima para Idosos e Incapacitados)
Minimum Income Program f*8or Senior and Disabled Citizens

PNAE (Programa Nacional de Alimentação Escolar)
National Program for Meals at School

PRODEA (Programa de Distribuição Emergencial de Alimentos)
Emergency Food Relief Program

PAT (Programa de Alimentação do Trabalhador)
Meals for Workers Program

BCC (Brasil Criança Cidadã)
Children Welfare Program

PAS (Programa Agentes de Saúde)
Health Agents Program

Programa Habitar Brasil
Brazil Housing Program

Pro-Saneamento
Program For Sanitation

PASS (Programa de Ação Social em Saneamento)
Program for Social Action in Sanitation

Programa Carta de Crédito
Program to provide Financing Letters 

PROGER – Programa de Geração de Renda Urbana / Rural
Program for urban and rural income generation

Programa de Crédito Produtivo Popular
Program for Financing Small Industries

PRONAF – Programa de Apoio à Agricultura Familiar
Family Agriculture Support Program

PLANFOR – Programa de Educação Profissional
Program for Professional Education







� This figure is based on population estimates of 160 million for all Brazil, 78 percent urbanization, and 64 percent of those in urban areas under the poverty line.


� For more information on Brazil’s programs see the complementary background paper by Sonia Rocha, 1998.


� Among the greatest distortions is the retirement benefits received by government employees, which are substantially greater than private sector workers.  In 1996, federal government employees represented 4.5 percent of all pension recipients in the country, but they accounted for 19.2 percent of INSS total expenditures.  





� For further discussion of this, see Jorgensen, Grosh, and Schacter, Bolivia’s Answer to Poverty, Economic Crisis and Adjustment:  The Emergency Social Fund.  1992, World Bank, Washington, D.C.


� Jimenez, 1993.


� A discussion of social security reform is beyond the scope of this paper.  See for example, World Bank, Brazil: Social Insurance and Private Pensions, 1995 and Gill, I. Reforming Social Security: Lessons from International Experience and Priorities for Brazil, 1997, World Bank.  
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