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1. Introduction 
Poverty is caused by a lack of money. This is an incredibly simple statement, but until recently it 

was denied by the international development community. Prior to this, it was believed that 

poverty was caused by a lack of access to market institutions. The international community 

tackled this perceived problem by tying loans to structural adjustment programs that decreased 

the role of the government in the economy. As these programs failed, it became apparent that the 

assumption they were based upon was flawed. The idea that replaced them was that since the 

poor do not have money they are in a constant liquidity trap. They do not have the resources to 

develop their own skills and are trapped in a perpetual poverty cycle. A solution that policy 

makers around the world, but especially in Latin America, have used to address this problem is 

conditional cash transfer programs (CCTPs). 

CCTPs started in Latin America but are now in use from South Africa to New York City. The 

programs work by giving money to those most in need, and recipients agree to take steps to 

break the cycle of poverty. Conditional transfer programs stem from the concept of social 

protection as human capital investment. Their premise is that the reproduction of poverty across 

generations is due to a lack of investment in human capital, and they seek to incentivize this 

investment by attaching conditions to transfers” (Vilantaro, 2005). The money is conditioned on 

the recipients fulfilling certain co-responsibilities: standards of health, education, and nutrition 

must be maintained. If recipients fail to meet the conditions then the money is withdrawn. 

This paper will bring together the existing literature to provide a comprehensive overview of 

these programs. It will focus around three research questions: what is the relationship between 

the design of the program and the effects that it has on the populace? What roll does the structure 

of the conditions play on the impacts of the program? Lastly, to what degree are the impacts of 
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the program heterogeneous, what steps can be taken to maximize the effect for marginalized 

groups? Ultimately, the purpose of this paper is to search for the factors that make these 

programs successful, to allow policy makers to design the best program. 

This paper is organized in eight sections: section one is the introduction, section two is a brief 

summary of the main programs and a discussion of the data that this paper cites, sections three 

through five address the three research questions, section six addresses other areas of note, the 

seventh section offers policy recommendations, and section eight concludes. The key finding of 

section three, regarding the effect of design, is that there are two key considerations for how a 

program is organized that shape the effect on the population: central versus federal 

administration, and the choice to focus on poverty alleviation instead of enforcing program 

requirements. These two variables affect so much because they influence subsequent policy 

decisions taken. In section four, regarding conditionality, the key finding is that conditions are 

justified in certain circumstances. They are justified when what the programs are conditioned on 

is in society’s interest, and they are justified when the income effect of the grant would not 

induce the desired behavior. In this situation conditions should be used as a feedback mechanism 

to help recipients, not an excuse to expel them from the program. The key finding of section five, 

regarding heterogeneity of results, is that the effect that these programs have is often different for 

identifiable groups. If countries can bear the administrative and political burden of offering 

different groups different grants, then that would improve the efficiency of the program.  

2. Overview 
CCTPs are becoming increasingly popular, having been implemented in eighteen countries to the 

benefit of 113 million people, while using only 0.4% of GDP (ECLAC, 2011). The two biggest 
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programs in the region are in Mexico and Brazil respectively called Oportunidades (formerly 

PROGRESA1), and Bolsa Familia. Smaller programs exist in Colombia and Chile, the 

Colombian program is Familias en Accion, while the Chilean is called Chile Solidario. The 

paper will focus on Brazil and Mexico as there is a wealth of information available for these 

programs, but bring in information from other countries where the addition increases the depth of 

the analysis. To begin this paper will examine each program in turn before comparing them. It 

will examine the history of the program, the grant structure of the program, briefly the co-

responsibilities and targeting method, and the design of the program. Table 1 summarizes the 

difference the Brazilian and Mexican programs. 

Table 1 

 Mexico Brazil 
Grant Varies based on number of children, 

progress in school, and gender. The 
maximum is 1,855 pesos ($141 USD at 
nominal exchange rates). The grant is 
made up of three parts one of which is 
not conditioned 

A conditioned monthly grant of R$100 for 
poor families, an additional unconditioned 
R$50 for extremely poor families (extremely 
poor families receive 64.5 USD at nominal 
exchange rates) 

Targeting 
system 

Geographic selection and proxy means 
testing 

Geographic selection and family evaluation  

Conditions The grant for food is conditioned on 
attending talks on nutrition and health. 
The largest grant is conditioned on 
attending school and receiving health 
checkups 

Conditioned on all age relevant family 
members complying with a variety of health 
and education conditions 

History Started in 1997 in rural areas Amalgamated from existing programs in 
2003 

 

2.1.1Mexico 

Oportunidades was the first fully developed CCTP in Latin America. It started in 1997 as the 

Program for Education, Health, and Nutrition (PROGRESA). PROGRESA initially covered 

                                                           
1 Programa de Educacion, Salud y Alimentacion 
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300,000 families, it expanded to 2.5 million families by 2000. Originally it was targeted only to 

rural areas. In 2001 it expanded into small urban areas, and was renamed Oportunidades, in 2002 

it expanded into all urban areas. By 2004 it reached five million households. There are three 

parts to the grant: all households in the program receive 250 ($19 USD, using a nominal 

exchange rate) pesos a month per adult in the household, unconditionally. Second, they receive a 

grant of 189 pesos ($14 USD) as a food support transfer conditioned on attending classes on 

nutrition and health. The most substantive grant is conditioned on school attendance and health 

checkups for children in these households. The scholarship increases as the child progresses 

through grades and girls generally receive more than boys. The minimum transfer is 120 pesos 

($9 USD) a month for children in primary school increasing to 760 pesos ($57 USD) for a girl in 

grade 12. The maximum a household can receive is 1,095 ($89 USD) pesos in scholarships when 

children are in primary or secondary education and 1,855 pesos ($141 USD) if the children are in 

higher education. (Soares, Osorio, & Soares, 2009) 

Oportunidades targets through geographic selection and means testing. This means that the 

government targets districts where poverty is most rampant, and then selects participants from 

within those districts. The government knows where the poorest neighborhoods and villages are 

from the national census; those with the necessary supply side amenities, such as access to 

education and financial institutions, to benefit from the system are selected to receive the grant. 

The means test is done to ensure that there is no leakage, that those who do not qualify for the 

program do not benefit, within the community. Through a centrally administered system, 

families are given points based on material wealth, if they accrue too many points they become 

ineligible for the program (Hanlon, Barrientos, & Hume, 2010). Further analysis of targeting 

mechanisms is provided in section three. 
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More than Bolsa Familia, Oportunidades focuses on co-responsibility. The government expects 

people to take a meaningful role in the program and fulfil several requirements to keep their 

funding. To receive the grant children must attend school and mothers must bring their children 

to clinics. Beyond what is done in Brazil, mothers must attend talks on health, attend community 

meetings, and participate in community projects. Teenagers must attend talks on reproductive 

and drug health. Those who fail to comply with these conditions lose their grant. (Hanlon, 

Barrientos, & Hume, 2010)  

Oportunidades was originally designed using an experimental design. Communities were 

selected either to be part of the program or to be a control community. Both communities were 

tested before and after the program was implemented, and this allowed policy makers to 

effectively evaluate the program by comparing the difference in the outcome of the control and 

treatment community. (Vilantaro, 2005) 

2.1.2 Brazil 

Bolsa Familia is the largest CCTP in Latin America. It was amalgamated from four different 

social protection plans, each with their own control scheme, targeting, and financing. These 

programs dealt individually with health, education, and child labour. They were amalgamated by 

President De Silva in 2003. It reached 3.6 million people in 2003 it increased in pre-set stages, to 

11.3 million in 2008 and 13.1 million in 2013 (International Labour Office Social Security 

Department, 2009).  

The designers of Bolsa Familia opted for a simple menu of potential benefits that does not 

discriminate by gender, location, or age. Bolsa Familia provides two types of grants, conditional 

and unconditional, based on the income status of the recipient. Extremely poor households 
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receive the unconditional grant, and both moderately poor and extremely poor receive the 

conditional benefit. The conditional benefit increases with the number of children in the 

household. The base benefit for the extremely poor (those making less than R$60 a month) is 

R$50 ($21 USD) per month, this is an unconditional transfer. If the recipient is not extremely 

poor  (R$60-R$120) the benefit is a R$15 conditional transfer per child, up to three children for a 

maximum of R$45 ($20 USD) (Lindert, Linder, & Hobbs, 2007).  

Bolsa Familia is the one CCTP that this paper examines that is not targeted through a central 

system. Instead, Brazil uses a combination of self-selection and social workers to assess the 

situation in any given household. Social workers are given considerable leeway in identifying the 

recipients, and are empowered to work with the family to solve any problems they may have. So 

while Bolsa Familia has many similar conditions to Oportunidades they are soft, rather than hard 

conditions. This means that rather than being removed from the program when they fail to meet a 

condition households will be counselled and shown ways to improve.  

Bolsa Familia is highly decentralized and focused on poverty alleviation. This has led to a more 

disorganized implementation than Oportunidades, meaning that Bolsa Familia does not have the 

same experimental design as Mexico. This choice was made to extend the benefit of the program 

to as many people as possible in as short a time as possible. However, since brazil is a federation, 

it serves as a natural laboratory as each state implements the program at different times.  

2.1.3 Other Programs 

Familias en Accion is the Colombian program. It is specifically targeted towards extreme 

poverty in society. It was established in 1999 along with Youth in Action and Jobs in Action as a 

temporary response to the recession gripping the nation, but was later made permanent. Money is 
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given to cover the cost of school for the child (US$6 for primary students, US$12 for secondary 

school), an additional amount is given for the health and nutrition of children under six (US$20). 

Transfers are conditioned upon school attendance and health check-ups, Transfers are suspended 

if families fail to bring their children 0-6 year-old children in for primary health services and 

immunizations. They also lose the grant if primary school aged children fail to attend80% of 

lessons or repeat a grade more than once (Vilantaro, 2005).  

The program is geographically target and then participants are confirmed by the community. The 

geographical targeting consists of identifying high poverty areas that have the necessary supply 

side amenities, a school, a bank, and a clinic to reap the benefits of the program (World Bank, 

2007). 

The program implemented an impact assessment system in 2002. The population was divided 

into three groups of people; those who had been in the program for three months, those who were 

about to join the program, and those who were no expected to join the program. This allows for 

effective follow ups and assessments.  

2.1.4 Similarities and differences 

All of these programs explicitly give the money to the women of the house. The reason for this is 

twofold: it increases the status of women and ensures that the money is better spent. The 

designers of Oportunidades felt that women’s status in the community would be increased if they 

brought home income, even if that income was provided by the state (Bate, 2004). International 

experience has also shown that Women are also more likely than men to spend the money on 

bettering the family by buying school supplies and other items that improve human capital as 

opposed to non-beneficial consumables. Moreover, all of these programs distribute the money 
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from the banking system. This automatically enrolls the recipients into the financial system, 

giving them access to microcredit, savings accounts, and business development services. 

(International Labour Office Social Security Department, 2009) 

The conditions that the three programs place on recipients are similar. All place emphasis on 

education, health, and nutrition. Brazil and Mexico explicitly target reducing child labour as a 

goal of their program, while Colombia does not. Increasing immunizations and nutritional 

outcomes is a universal goal. Comparing the targeting method reveals that Mexico and Brazil 

have two starkly different systems. Mexico uses a federally run central database with very little 

leeway while Brazil gives much greater autonomy to its social workers (Soares, Osorio, & 

Soares, 2009). The full ramifications of this distinction are explored later in the essay. A further 

difference is that Mexico specifically designed their program as an experiment to be able to 

distinguish the full effects while Brazil is using there program as a stepping stone to a universal 

basic income program and did not design it as an experiment.  

2.2 Data 

This paper gathered sources from google scholar and Worldcat by searching for papers with key 

words such as: ‘conditional cash transfer programs’, conditions, Bolsa Familia, or 

Oportunidades with modifiers such as education, health, or nutrition. This search turned up both 

summary papers and original research. Of the papers that were original research, some were able 

to take advantage of an experimental design in the program that they were evaluating and some 

had to use non experimental methods. Both methods rely on counterfactuals, using control 

groups to try to show what would happen to the treatment group had they not been treated. 

Selecting the counter factual is one of the most important steps in any research project. Many 
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researchers solve this problem by using people that could have been included in the program but 

were excluded either deliberately, by technical error, or by a lack of capacity. (Khandker, 

Koolwa, & Samad, 2010) 

The primary non-experimental method used was propensity score matching. Propensity score 

matching is a statistical method that produces a quasi-experiment. For example, in Brazil, 

researchers could use data from the national surveys and assign respondents a score based on 

how likely it is that they are included in the Bolsa Familia program. Recipients and non-

recipients are matched on this propensity score. (Khandker, Koolwa, & Samad, 2010) The 

propensity scoring method relies on two assumptions: conditional independence and overlap. 

The first assumption means that entrance into the program is based on observable characteristics 

and that no unobservable factors will influence who is admitted to the program. The second 

assumption means that there is a sufficient pool of people who were not treated but have the 

necessary characteristics to create a control group; if this condition is not met there will be a 

problem with selection bias (Khandker, Koolwa, & Samad, 2010). Bolsa Familia meets both of 

these assumptions.  

However an experimental design will produce stronger results. Oportunidades was created using 

an experimental, randomized phase-in design. For the purposes of program evaluation 

Oportunidades, can be considered randomly assigned at the community and household level 

(Behrman & Hoddinott, 2005). Using data from the ENCEL surveys that were administered at 

the beginning of Oportunidades researchers can easily distinguish the average treatment effects 

and the treatment effect on the treated. The way that Oportunidades was designed accounts for 

possible issues regarding: the ethics of randomized selection, compliance, external validity, and 

spill-over; all of which can effect random experiments (Khandker, Koolwa, & Samad, 2010).  
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2.3 Potential Outcome Framework 

A potential outcome framework is a way of formally modeling the effects that programs have 

using econometrics. The framework proposed by Bourguignon, Ferreira, and Leite (the BFL 

model) provides a way to show how CCTs will affect behavior. The model was designed to 

estimate education outcomes but it provides good insights into all sectors of CCTPs.  

For educational choice there are three potential outcomes that represent the spectrum of available 

decisions: J=0 means that the child is not attending school, J=1 means that the child is attending 

school and working, and J=2 means that the child is only attending school. The utility function of 

child i corresponding to occupational choice j is: 

Ui(j) = Zi*yj + (Y-i+ yij) * aj + vij 

Where Zi are the characteristics of the child and the household, Y-i is the household earning 

without the child’s income, yij is the earnings of child i in occupation j, vij are idiosyncratic 

preferences, aj and yj are parameters relating to the occupational category. The child’s wages are 

given by the standard Becker-Mincer human capital model,2 the child that only works will earn 

more than the child that works and goes to school, the child that only goes to school can only 

contribute domestic work. Incorporating a model for wages and a conditional cash transfer 

program the model becomes: 

Ui(j) = Zi*yj + (Y-I + Tij) * aj + wiBj + vij 

When j=0 (the child does not go to school) T=0, when j=1=2 Ti=T, the transfer amount 

designated in the program. Therefore, to maximize utility households will take into consideration 

                                                           
2 For a more detailed account of this system see Bourguignon, Ferreira, & Leite, 2003 or Leite, Narayan, & Skoufias, 
2011 
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the transfer amount as well as the child`s potential income (Bourguignon, Ferreira, & Leite, 

2003). The estimates offered by this model hold up well against the ex-post evaluations of the 

programs (Leite, Narayan, & Skoufias, 2011).  

The decisions households make regarding health and consumption does not face the same trade 

off as the decision regarding education. The limiting factor for getting vaccines and medical 

checkups or eating more nutritious food is knowledge of their importance, income, or supply side 

constraints. However it is possible to expand the previous model to include a term for the 

conditions relating to health: 

Ui(j) = Zi*yj + (Y-I + Tijh) * aj + wiBj + vij 

Where Tijh is the transfer which is awarded if the family fulfills the health and education 

conditions. So, under this model the family will also consider the costs and benefits of regular 

health checkups when maximizing their utility.3 This model gives policy makers a basic system 

to see how changes in policy would affect recipients of the program. 

3. The Effect of Design 
The design of a program will greatly affect its outcomes. Despite the similarity of their goals 

Oportunidades and Bolsa Familia are vastly different programs. Whenever program designers in 

the two countries faced a similar problem, they made contrasting decisions. This gives 

researchers a natural experiment to compare the design of the two programs. The four questions 

that policymakers answered that this section will examine are: how the design of the targeting 

effect who gets the money, how the structure of the incentives affects outcomes, how to 

                                                           
3 The model would be slightly different for programs that award grants individually based on fulfilling individual 
conditions rather than in a lump sum.  
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corruption-proof the program, and what non-monetary factors to include in the design. This 

section will examine how each country answered each question and show the effect it had on the 

outcome of the program. Table 2 gives an overview of how the programs are affected by their 

design choices, the section below expands on the table. 

Table 2 

 Mexico Brazil 
System Success rate System Success rate 

Targeting Centralized system 
using geographical 
targeting and a 
proxy means test 

The incidence 
coefficient, 
measuring how 
well the population 
is targeted is -0.57 

Federal, income 
based, social 
worker led 
targeting 

The incidence 
coefficient, 
measuring how 
well the population 
is targeted is          
-0.568 

Incentives The grant is given 
in several stages, 
each conditioned 
on a specific 
outcome 

This system is 
more effective 
than Brazil’s 

The grant is given 
in one lump sum 
conditioned on 
many factors 

This system is less 
effective than the 
Mexican system 

Corruption Corruption guards 
are built into the 
system through its 
central design  

There are fewer 
instances of 
corruption in 
Mexico than Brazil 

The federalized 
system makes 
systematic guards 
impossible 

There are more, 
but still few, 
instances of 
corruption in 
Brazil 

Non-Monetary 
Factors 

Oportunidades is 
conditioned on 
attending classes 
and community 
service 

It is unclear if this 
has any effect on 
outcomes 

Bolsa Familia 
does not require 
these courses 

It is unclear if this 
has any effect on 
outcomes 

 

3.1 Targeting 

Targeting refers to who is selected for the CCTP. Targeting must solve two simultaneous 

problems: it must include those who need to be in the program, and it must exclude those who 

should not be in the program. It cannot risk being overly inclusive, lest the leakage problem get 

out of hand and the program become overly expensive and inefficient. It also cannot be too 

restrictive or it will not have any effect at all. Targeting can be justified as a means to heighten 
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the impact on the poor given a limited budget, or independent of budget concerns as a way of 

increasing equality. Finding and selecting those in need is not a minor undertaking; there is the 

administrative cost of investigating families, and the political cost of any errors (Soares, Ribas, 

& Soares, 2010). To be useful to the program targeting rules need to be easily observable, 

verifiable, and incapable of being manipulated. Transparency is necessary to guard against 

political corruption (Janvry & Sadoulet, 2005). Targeting is done in a variety of ways involving a 

combination of self-selection and means testing. The means test is generally a proxy means test. 

This means that officials take data from the national survey and plug it into an econometric 

model to determine if a household falls within the parameters of the program. There is also a 

geographic element to targeting, poorer communities and communities with the necessary supply 

side conditions are chosen over richer communities and communities without the means to 

benefit from the program. Each country goes about targeting differently.   

The four pre-existing cash transfer programs in Brazil were unified into Bolsa Familia in 2003. 

When the program was unified the decision was made that Bolsa Familia would target eleven 

million people. Selection is largely outsourced to local governments. A standard form is 

provided to all localities from the federal government to maintain consistency. A social worker 

visits families that may be eligible. If they are entered into the program they continue to receive 

the benefit for two years at which point they will be visited by a social worker again. If 

socioeconomic conditions have changed for the better than the benefit is cancelled if not it is 

renewed. Completing the government form is the responsibility of government employees, 

giving social workers considerable autonomy in choosing recipient for the system. From the 

viewpoint of the federal government all information provided for Bolsa Familia is self-declared; 

in reality this is true in some municipalities and less true in others. Bolsa Familia is the only 
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country in Latin America that uses a partially verified means test as its targeting mechanism 

(Lindert, Linder, & Hobbs, 2007). Bolsa Familia is at least no worse, and statistically the same 

as programs which use different targeting mechanisms such as Mexico or Chile. The self-

selection works either because social workers can discourage non-eligible families from signing 

up or because families simply are not interested. A study found Bolsa Familia to be among the 

ten best targeted programs from a field of 122; 83% of the money spent through the Bolsa 

Familia Program goes to the poorest 20% (Coady, Grosh, & Hoddinott, 2004). 

Oportunidades combines geographic targeting with a proxy means test to determine who should 

be selected to join the program. For the first stage national census data is used to identify the 

poorest areas, those areas that have the amenities to allow participants to fulfil the conditions are 

selected to be part of the program. In urban areas the second stage begins with people asking to 

be part of the program. After, household information is collected; first at the office then the 

information is verified at the household. In rural areas there is no self-selection, only the proxy 

means test, which was followed up by validation by posting the list of eligible households to 

reduce leakage and exclusion errors. Initially, rural and urban households were scored 

differently, but in 2002 the scoring method was changed to a single equation that accounts for 

regional disparities. Households are eligible if their score falls below the cut-off point. This 

method was shown to be positively perceived by the local population because it bypasses local 

political bosses (Azevedo & Robles, 2010). Oportunidades’, targeting system is considered the 

gold standard for these programs. 

Colombia’s Families in Action Program uses a very similar program to Mexico. They also use 

geographic targeting enhanced by a proxy means test. The program is run efficiently, targeting 

accounts for only 0.5% of the cost of the program. The variables used in the proxy means test are 
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the availability and quality of housing and public services, possession of durable goods, and 

human capital endowment. Income was excluded as a variable because of underreporting 

(Castañeda, 2005).  

Adaptability over time is an important characteristic for targeting systems since the nature of 

poverty is not static. The Mexican system has been shown to be good at targeting the extreme 

poor, but the system is less efficient at differentiating those on the margin of the cut-off when 

compared to alternative targeting methods. This problem is exacerbated through the passage of 

time: Oportunidades’ targeting method does not adapt fast enough to a changing poverty profile 

because it uses a rigid formula that must be approved every time it changes. The program was 

highly successful initially, but recently covering poor households has been a major challenge. On 

average the poor have improved on the variables that Oportunidades targets, making it more 

difficult for the model to differentiate between poor and non-poor households and thus 

magnifying existing leakage and exclusion problems (Azevedo & Robles, 2010). A flexible 

system, such as Brazil’s, is more effective in this regard. 

Another issue is leakage and exclusion. Fine-tuning targeting to avoid leakage can increase the 

administrative costs to the program, thereby reducing the amount spent on fighting poverty. 

However, targeting can be essential to get the money to the poorest, as wealthier families tend to 

capture the benefits of the program first (Ravallion, 2009). Exclusion problems are more severe 

than leakage problems, as even when the funds leak to people who should not be in the program 

they will most likely leak to people on the margins. The cost of helping someone who needs help 

slightly less than another person is small compared to the cost of not helping someone who needs 

it.  
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The costs from miss targeting the population are large and the absolute costs of targeting are 

small. Assuming it is well-designed, some form of targeting mechanism should ideally be 

included. However, targeting mechanisms also necessitate a degree of sacrifice. In Colombia, 

CCTPs automatically exclude locations without banks. In Mexico, Oportunidades excludes 

locations without health and education services (Lomeli, 2008). This exclusion was deliberate, as 

it allows governments to use an experimental design in their programs. Policy makers have done 

this in Mexico, making it easier to measure the impact of the program. It also urges the 

government to undertake supply-side intervention in needy districts. Supply side constraints can 

severely limit the impact these programs have, and supply side interventions such as building 

schools and clinics, would be necessary for the program to have a meaningful effect. There is no 

easy way to avoid such difficult policy choices; a program with an experimental design has many 

long-term benefits, while phasing in the program helps to avoid the ethical problems associated 

with performing social experiments. 

 High administrative costs are associated with starting a program with complicated targeting 

systems. In its first year Oportunidades (called PROGRESA at the time) had an administration 

cost to transfers ratio of 1.06:1, meaning that more money was spent on civil servants than on 

giving money to the poor. By 2003, the ratio had decreased to 0.06:1 in Mexico. In Brazil and 

Colombia in 2005 and 2004 respectively the ratio was 0.02:1 and 0.11:1. This indicates that 

while initial costs may be high, the program becomes cheaper over time (Lomeli, 2008). 

A direct comparison of the two major system offers an interesting result. The best metric for 

comparison is the incidence index, which is calculated in a manner similar to the Gini 

coefficient. Households are ordered by income without the transfer, then a graph is constructed 

showing the population on the y-axis and the amount transferred to that population on the x-axis. 
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The incidence co-efficient is twice the area between the incidence curve and the line of perfect 

equality (Soares, Ribas, & Soares, 2010).  

Figure 1. Source: (Soares, Ribas, & Soares, Targeting and Coverage of the Bolsa Familia Program, 2010) 

 The incidence index for Bolsa Familia is -0.568. This is remarkably similar to the index for 

Mexico, which is -0.57. This is despite Mexico and Brazil having completely different targeting 

mechanisms.  This shows that there is not a clearly superior design for targeting mechanisms. 

Two radically different approaches yield nearly identical results, the preferred system is 

determined only by national preference. Since Mexico has a more centralized system than Brazil 

it makes sense for it to use central targeting criteria; likewise it makes sense for Brazil to use a 

decentralized system for Bolsa Familia as it has a decentralized system in general. After 

considering the effect of the targeting system that the two countries have in place it is worth 
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considering how the structure of incentives effect outcomes. A framework for increasing the 

efficiency of the targeting mechanism is presented in section five. 

3.2 The Structure of Incentives 

When considering the structure of incentives, the independent variable is how policy makers 

vary the size of the grant based on any identifiable characteristics in the recipients. Bolsa 

Familia’s grant has not been indexed to inflation, and their real value has decreased slightly 

since the program began. The grant varies only on the amount of children the family has 

(reaching its maximum value at three) instead of varying on age or gender to reflect the 

opportunity cost of staying in school as Oportunidades does. It also does not separate out the 

incentives. Bolsa Familia is given as one grant conditioned along several factors while other 

grants, such as Oportunidades, are composed of several individual payments each conditioned on 

one factor. This choice in design would express itself in discrepancies in the statistics of how 

well the conditions are followed through on in both programs.  

Mexico’s approach has seen slightly better results in health and education outcomes, though to 

an extent, this is due to supply side concerns that are beyond the control of the programs. Mexico 

has had better results in education, having roughly twenty percentage points more of an effect 

than Bolsa Familia when it comes to enrolling youth in high school. In health the outcomes are 

similar: Oportunidades reduces children’s sick days by 20%, while supply-side effects limited 

the effect of Bolsa Familia (Soares, Ribas, & Guerreiro Osorio, 2010).  

When we consider the BLF model shown earlier, this discrepancy makes sense. The Bolsa 

Familia is represented by: 

Ui(j) = Zi*yj + (Y-I + Tijh) * aj + wiBj + vij 
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Where the health and education terms are combined and the decision regarding health and 

education are taken together. The Mexican program is represented by: 

Ui(j) = Zi*yj + (Y-I + Tij + Tih) * aj + wiBj + vij 

Where the health and education terms are separate. This makes it easier to see the direct benefit 

of sending children to school or sending them for a health checkup. From this, we see that, the 

design of the program can make an impact and placing a specific amount of the benefit, being 

contingent on fulfilling each individual conditionality can help with the fulfillment of those 

conditions. However, it is difficult to isolate the effect of this specific factor as supply side 

factors could also play a role. It is also possible that the Mexican program has a greater effect 

because the size of the transfer is larger.  

3.3 Corruption 

These programs can become corrupt at two levels: from the politicians that control the funds or 

from the local officials that control their implementation. Both major programs have minor 

incidences of corruption and both have taken steps to address it. In Mexico, the Citizen Service 

System has been established to respond to citizens’ complaints concerning corruption.. The 

design of Oportunidades also guards against corruption.  Congress and other politicians have no 

direct control of the program beyond approving the overall budget and coverage targets. The act 

of distributing the money is outsourced and handled electronically. There is even a blackout 

period before elections where no money is distributed to remove the temptation that politicians 

may feel to try to win votes by adding people to the payroll (Bate, 2004).  

Brazil does not have the same structural safeguards in place, and politicians and their families 

have been found on the Bolsa Familia pay roll. However, one corruption guard that Brazil 
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implemented is the quota for the program determined by the municipal and federal government 

based on poverty simulations. This could stop eligible families from enrolling if the quota has 

already been filled. The argument in favor of the quota is that it prevents mayors from enrolling 

their entire population in the program and helps reduce leakage errors. (Coady, Grosh, & 

Hoddinott, 2004). In practice this system helps stop corruption. 

Bolsa Familia also falls victim to fraud and human error – an inevitable consequence of the 

program’s more personal design. Fraud exists in cases where people lie about the number or 

nature of the recipient in their household basic human error exists simply when the social worker 

makes a mistake. After an exhaustive survey, the National Audit Office of Brazil found fraud 

cases numbered in the hundreds compared to eleven million beneficiaries (Soares, Ribas, & 

Soares, 2010). Moreover, Brazil has created citizen advisory councils consisting of civil society 

and government officials at the municipal level to monitor inclusion and exclusion errors and put 

pressure on the government to alleviate supply side concerns (Cecchini & Madariaga, 2011). 

The fact that the programs are conditioned raises the possibility of corruption. There are long-

standing problems with graft from local officials such as teachers and doctors. Officials would 

demand payment in exchange for providing the forms that prove that the families are fulfilling 

the conditions. Another case comes from Mexico, where, when the Oportunidades officials came 

to distribute the grant, they collected a mandatory donation from recipients. Community 

members reported this to the Citizens Service System but no action was taken (Harrignton, 

2011).  

What does this tell us about how the design of the program impacts corruption?  With any new 

program, particularly in the developing world, there will be an issue with corruption. The 
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approach of removing the human factor and instituting transparency will lead to lower 

corruption. Having more human involvement in the program represents a trade-off between 

development goals and anti-corruption goals. Brazil has opted for one side of the trade-off and 

the other Latin American countries have opted for the other.  

3.4 Non-Monetary Factors 

Oportunidades mandates as part of its conditionality package that women over the age of fifteen 

attend talks on public health. Bolsa Familia and other programs do not have this condition. The 

theory behind this is that you can diffuse knowledge into the community to start countering the 

problems involving sexual health, vaccinations, and other public health problems. The criticism 

of this approach is that it makes little sense to force grandmothers to attend talks on birth control 

methods. Defenders of the program claim that the knowledge will enter the community better if 

more people attend the classes. Defenders can also point to statistics showing that teen 

pregnancies and sexually transmitted diseases have decreased in the Oportunidades communities 

compared to control groups. 

3.5 Summation 

What can be said about the impact of design on outcomes? First, there are many factors that can 

make design irrelevant. Regardless of how well-designed the conditions and structure of a 

program are, they will be worthless if the necessary schools and clinics are not in place. It is also 

worth noting that despite taking opposite approaches to targeting both Brazil and Mexico 

achieved the same result. Most of the decisions that Mexico and Brazil made were based on the 

fact that the former could effectively run its program from a central location and the latter could 

not. So while Brazil’s program does present more opportunities for corruption, a program that 
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did not allow for some local control would have been infeasible, and a program that did not rely 

on the human factor would not have been in line with Brazil’s development goals. All told, 

design decisions are made based on their political feasibility and the goals of the country, and the 

specific impacts of each design choice are difficult to assess in the aggregate of all the factors 

that influence outcome. However, policy makers do have the power to affect change in areas 

they focus on; Mexico’s focus on sexual health has yielded results as has their decision to 

delineate each grant.  

4. Issues Surrounding Conditions 
The point of conditions is to incentivize people into doing something that they would not 

otherwise do, either because it goes against their short term interests, or they do not see the value 

of it. However there are two effects present when someone receives a CCT, the income effect 

and the substitution effect. The income effect works by increasing the recipients income leading 

them to buy more normal goods. The substitution effect works by changing the incentive 

structure and making the goods that the program is conditioned on relatedly cheaper. Without 

conditions there is no substitution effect, but if the income effect induces all the behavior that 

you want than there is no point to the conditions. This section will begin by showing how 

conditions interact with the BFL model, it proceeds by looking at the value of an unconditional 

cash transfer to separate the price effect of the condition from the income effect of the transfer. It 

will then examine the debate surrounding including conditions in the design of the program. 

Lastly, it will examine the type of conditions that should be implemented in CCTPs.  

4.1 Potential Outcome Framework 
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From the BLF model shown earlier we know that under CCTPs households maximize 

their utility using the following equation: 

Ui(j) = Zi*yj + (Y-I + Tijh) * aj + wiBj + vij 

However if the transfer is not conditioned, families would maximize their utility using: 

Ui(j) = Zi*yj + (Y-I  + Ti + yij) * aj + vij 

Where the transfer is counted as additional income and there is no substitution effect, this is 

functionally the same as giving the recipient a raise. The following section deals with this coud 

be sufficient. 

4.2 Unconditional Transfers 

Unconditional Cash Transfer Programs (UCTPs) are popular in Africa. A study led by Evelyn 

Forget found that these programs have many of the same effects that CCTPs do. The theory 

behind this is simple: poverty causes a host of bad behaviors, such as not eating well enough, not 

sending your kids to school, and not getting enough health services. However food, education, 

and health services are all normal goods and their consumption will increase with income. An 

experiment was conducted in Malawi where one group was given a UCT, one a CCT, and one 

group was a control group. The CCT was more effective at eliciting the response that was 

conditioned for but less effective in garnering positive externalities. That means that some of the 

people who received the UCT sent their kids to school but not as many as who received the CCT 

but those who received the UCT were less likely to have contracted HIV, or marry or have kids 

at an early age, or display other bad behaviors that were not specifically dis-incentivized (Forget, 

Peden, & Strobel, 2013). 



24 
 

Allowing people to maximize their utility along their own indifference curve does not 

necessarily mean sacrificing the social good. Two theories provide the preponderance of the 

reasons why this is true: as income increases spending on normal goods increases and transfer 

reduce risk and allow longer planning horizons. Food, education, and health are undeniably 

normal goods and their consumption will increase as income increases. Secondly, the transfer is 

a permanent source of income. This reduces the risk associated with sending children to school 

and foregoing their income. Poor households are unable to sink money into committing to four or 

eight months of education and forgoing any potential income from that period. The transfer 

assures the family of a basic level of consumption allowing them to invest in human capital. If 

the transfer is conditioned than the family runs the risk of losing it reducing this effect.  

4.3 When to Condition 

There are two sides to the debate about whether or not to condition these programs. This section 

will first examine the arguments against conditions before turning to the arguments for. The first 

argument against is one of cost. The issue of direct monetary cost between UCTPs and CCTPs 

should not be a factor. Conditions make a program cheaper because in CCTPs you do not pay 

money to people who do not fulfil their required obligations. If you design a program to be 

conditioned on the factors that are integral to human capital development, then the only people 

you do not pay are those who are not acting in their own best interest (Forget, Peden, & Strobel, 

2013). However, monitoring costs money; the administrative cost of monitoring conditions could 

undo any savings from reducing the number of beneficiaries (Barrientos, 2011). A more 

convincing argument as to why conditions cost too much does not come from increased 

administrative costs, but rather that conditions would exclude people for factors beyond their 
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control. Conditions may be disproportionately hard to comply with for the poorest segment of 

the population. 

While conditions may have benefits to human capital accumulation they can reduce the benefits 

of CCTPs as a poverty alleviation program. This can be especially problematic when it comes to 

the poorest groups. People living in extreme poverty are sometime unable to take advantage of 

these programs simply because they do not know about them. Research led by Jishnu Das found 

that people with more land wealth are more likely to take advantage of these programs because 

for poorer households the stipend for complying with the program does not cover the opportunity 

cost (Das, Do, & Ozler, 2005). With insufficient targeting these programs may have negative 

distributional effects where they increase the wealth of those near the poverty line while leaving 

the very poor behind. However this is an argument in favour of well thought out targeting 

mechanisms and a sufficient stipend, not an argument against conditions. 

In essence, this argument maintains that conditions are not socially just. It is wrong to place 

conditions on an anti-poverty program because the income effect from the grant will increase 

participation in health and education programs anyway. Those who forward this argument 

believe that the welfare of the recipients is what the program should try to increase and distorting 

the relative prices of consumption for the household will lead to lower welfare. 

There are three main arguments for conditions identified by the literature ( (Schuring, 2010), 

(Bastagli, 2008), (Janvry & Sadulet, 2006), (Barrientos, 2011) among others): conditions are 

politically necessary, they empower the recipients especially women, and there are situations 

where conditions are socially necessary.  
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From a political standpoint, the need for conditions stems from the idea of the deserving and 

undeserving poor. The deserving poor are those who are elderly, infirm, or handicapped and 

therefore unable to work for a living. The median voter has no problem with giving cash 

transfers to this type of person. The underserving poor are those who could work for a living but 

still cannot get enough money to support themselves or their family. Historically, there has been 

resistance to providing this kind of person with government assistance (Hanlon, Barrientos, & 

Hume, 2010). Attaching conditions to the transfer makes them politically acceptable because 

conditions ensure that money is well spent and demands reciprocity from the recipients. By 

preventing spending on the wrong goods, and demanding that the individual act to get 

themselves out of poverty, CCT policies have become politically popular (Schuring, 2010). 

Attaching conditions to the program is also thought to increase the status of women in the 

household and empower the household more generally. Making the program a contract between 

two parties instead of charity from the state removes the stigma from the program, empowering 

the recipient relative to a recipient of an unconditional grant. This can increase the take up rate of 

the program, furthering the goals of the state. It also enhances the status of women in the 

household by making the women of the house responsible for fulfilling the program 

requirements, which are a source of income, this may in turn reduce transfers from husband to 

wife. The conditions also increase the likelihood that both girls and boys would enroll in school 

(Schuring, 2010). Furthermore, conditioning these programs on fulfilling healthcare and 

education mandates strengthens the case for healthcare and education being rights which puts 

pressure on the government to alleviate supply side constraints.  

This argument is the most tenuous of the three, as an examination of Oportunidades by Handa 

(et. al) found that conditions may not be effective at empowering women. Money earned from 
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the transfer was spent differently from general income, and human capital developing activities 

were not prioritized. This indicates that the program did not increase the general decision-making 

power of women (Handa, Peterman, Davis, & Stampini, 2009). However further study showed 

this view was overly simplistic. Researchers in Brazil found a highly heterogeneous result; the 

stipends only increased women’s decision making power in urban areas. Though the stipends are 

treated as general income, in urban areas they increase the decision making power women have 

over educational choice, durable purchases, and contraceptive use. Although the program may 

not improve women’s decision making power in rural areas, qualitative evidence suggests it does 

increase the respect they receive in their communities (De Brauw, Gilligan, Hoddinott, & Roy, 

2013). The data was gathered from a government run survey in 2005 and 2009 using a 

propensity score matching method. 

Lastly, CCTPs lead to an increase in the behavior upon which they are conditioned upon. While 

UCTPs will lead to a general increase in all factors, CCTPs will more dramatically increase the 

key indicators they have targeted. Conditions work in three situations. First when you need to 

protect people against themselves, or their behavior is sub-optimal for their children. This 

happens when a parent has imperfect information about a subject. In the case of preventative 

medicine it is obvious that people may not always have perfect knowledge about why they 

should do something and in this way they are being protected against themselves. For education 

they are misinformed because locally the returns to education are very small but outside the 

community they are large. Conditions are also justified if the private outcome is not socially 

optimal, there are large positive externalities to education relative to the costs. This means it is 

socially optimal to subsidize investment in education, there will be large future benefits to 

investing in education now (Janvry & Sadulet, 2006). Third UCTPs have been shown to increase 
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educational spending on children who are traditionally favoured by their parents for education. 

However, they do not increase spending on children who are not traditionally favoured. 

Conditions play a critical role in inducing parents to send more marginal children to school 

(Akresh, Walque, & Kazianga, 2013).  

Conditions provide a benefit to the program at the margin. The most compelling reason for their 

inclusion in these programs is politics. If these programs are supported by the majority of people, 

they will not do anyone much good for very long. Without the political support of the people 

who fund the programs they could collapse under their own weight. 

4.4 What Type of Conditions 

 It is worth contrasting the Mexican and Brazilian approach to conditions. Mexico takes a hard 

approach to conditions; in Oportunidades there are few reproaches beyond the threat of 

suspension from the program. Brazil uses conditions as a feedback mechanism. Failure to 

comply with one of the programs demands indicates that there is a problem with the recipient 

that needs to be solved, and a social worker is dispatched to help solve the problem. If it persists 

to the point that benefits are suspended then the recipient would receive back-pay when the 

problem is resolved. This serves as greater incentive to problem-solve and continue progressing 

out of poverty (Barrientos, 2011). If the political support can be garnered for them, soft 

conditions are superior to hard conditions. The extra income of the transfer has very tangible 

benefits, as do fulfilling the conditions of the program. Using soft conditions means that the state 

is showing commitment to fighting poverty instead of cutting costs. Giving people the help they 

need and allowing them to come back to the program increases the chances that they will be able 

to escape the poverty cycle. 
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Having established that some conditions should be established and used as a feedback 

mechanism, when and where should conditions be applied? First, there needs to be room for 

improvement in the usage of public goods. Schools and health clinics need to have room to 

accommodate increased demand; putting more children into classrooms without additional 

resources will not improve education. Second, the conditioned behavior needs to be something 

that the recipient would not do of their own accord. For instance, conditioning benefits on 

primary education has very little effect if the enrollment rate for primary education is already in 

excess of 90%, as in Mexico and Brazil (ECLAC, 2011). Third, the transfer amount needs to be 

sufficiently large to incentivize the desired behavior. Policy makers must also consider the 

approach they want to take to co-responsibilities, hard conditions or soft conditions.  

To analyze the effect of the two approaches to conditions we can examine the dropout rate and 

the causes of dropouts in the two programs. From an initial analysis it was shown that people 

who drop out of Oportunidades are statistically more likely to be male, have more years of 

education than the average recipient, be non-indigenous (Spanish speaking), and are more likely 

to be employed. Households that have dropped out tend to have fewer members and dependants, 

and be unmarried. It is also likely that they are receiving a new transfer in the form of 

remittances. It was further found that complying with conditions of Oportunidades was not a 

serious problem for the extreme poor. Dropouts are statistically less poor than active members 

(Alvarez & Devoto, 2008). This shows that, in Mexico, hard conditions are not a disincentive to 

the poor to participate in the program they do work as a tool for self-selection to stop the 

relatively wealthy from participating in the program.  

We can extend this analysis to the Brazilian system. Since the evidence shows that hard 

conditions are, statistically, not going to cause poor people to leave the program at a higher rate 
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than relatively wealthy people, we can assume that soft conditions will also not cause poor 

people to select out of the program. With the assistance of social services the Brazilian program 

would do a good job of keeping people in the program. However, the program would do a worse 

job of making the relatively wealthy self-select out of the program. This means that people on 

the margin are more likely to abuse Bolsa Familia than they are to abuse Oportunidades, but that 

Bolsa Familia does a better job of keeping people near the expulsion point in the program. This 

important when considering income volatility, people on the margin of the poverty line do not 

have static incomes. They may cross the poverty line several times in one year, a program built 

on soft conditions is better at retaining these people. 

4.5 Summation 

In sum, there are three possibilities for policy makers to choose from: unconditional transfers, 

hard conditions or soft conditions (some countries have de-facto UCTPs, due to a lack of 

oversight capacity). There are reasons to use all three and scenarios where either of the three 

would be appropriate. Unconditional transfers are the best for the recipients as they will use the 

money to maximize their utility by purchasing their optimal bundle. However introducing 

conditions to the program can make the program more effective for the areas that are being 

targeted. Several studies have found that adding conditions surrounding education to a program 

can dramatically increase its effectiveness (Janvry & Sadulet, 2006). Conditions are added out of 

political necessity, to make up for the short-sightedness of parents, or to provide price 

manipulation. Conditions can be either hard or soft, Brazil uses soft conditions, Mexico and 

other Latin American States use hard conditions. The benefit of hard conditions over soft 

conditions is that they will lead more relatively wealthy people to self-select out of the program; 



31 
 

soft conditions do a better job of ensuring that people get the help that they need and remain in a 

program that could benefit them.  

So which is best: unconditioned programs or programs that use either soft or hard conditions? 

When they are politically and economically feasible, soft conditioned programs will do the best 

for long term poverty alleviation as it will keep the poorest people in the program. The people 

who are relatively wealthy who graduated from Oportunidades were still not above the poverty 

line and still could have benefitted from more time spent in the program. When soft conditions 

are not feasible for political or economic reasons then hard conditions are better for long term 

poverty programs than unconditioned programs.  

5. Heterogeneity of Impacts and Possible Remedies 
Conditional cash transfer programs have generated an enormous amount of research. However 

most of this research concentrates on the average treatment effect of the program. This is prudent 

because it gives policy makers an overview of the program, but many important results get lost 

in the amalgamation of data. Heterogeneity of outcomes means that even though the transfer is 

largely the same for all people who receive the grant everyone does not show the same outcome 

from the program. Examining heterogeneity is important because it can reveal whether the 

redistribution is Pareto efficient, meaning the outcomes for one group cannot be improved 

without lessening the impact on another group.  In essence, could a policy change makes some 

people better off without making others worse off. 

These programs evaluate themselves against six performance criteria: poverty and inequality 

reduction, increased nutrition, better health outcomes, greater educational outcomes, labour 

supply issues, and the transmission of poverty. Many evaluations of these programs have been 
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completed by a variety of organizations, this section will amalgamate them and examine 

heterogeneity in results. Heterogeneity can be caused by a variety of factors, specific causes 

include gender, rural or urban location, age, and indigenous status. The subsections will be 

organized around the central factors that is being considered, differences in within countries will 

be considered in turn before turning to differences between countries.  

In Mexico and Colombia the programs used an experimental design to allow easy comparisons 

between treatment and non-treatment groups. In Brazil the program was made available to 

different areas at different times as the program expanded, this roll out allows for a natural 

experiment to be superimposed on the data. When Oportunidades was implemented treatment 

localities, which received the grant, and control localities, that received it later, were randomly 

selected (Hoddinott & Skoufias, 2004). Bolsa Familia in Brazil does not have the same 

experimental design as Mexico. Since Bolsa Familia is an amalgamation of previously existing 

programs and it has self-selection criteria it is not set up for experiments. The effect of Bolsa 

Familia is determined by creating a control group through propensity score matching. In 

Colombia, control towns exist because they lack a bank which is one of the main conditions 

necessary to the town being able to qualify for families in action, this means that Colombia has 

natural control groups which provide stronger results than the natural experiments from Brazil 

(Attanasio, 2004).  

It is also important to consider the way through which the data is gathered. Among the most 

reliable sources of data is from Mexico from the period of 1997-1999, this is the period after 

Oportunidades (called Progressa at the time) was implemented in some villages but before it 

expanded to villages that had been deliberately excluded to allow for an experimental design. 

Other data comes from surveys and censuses. Of particular note are the PNAD surveys from 
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Brazil, this is Brazil’s national survey which is used to collect lots of information including 

information regarding Bolsa Familia. Researchers also set up custom surveys where they will 

take advantage of naturally occurring experiments such as using families that were excluded due 

to a technical error as a control group. The table below summarizes the papers in this section that 

present original research and lists the period that they studied and the analysis technique that 

they use.  

Table 3 

Paper Description  Methodology Period Effect 
Attanasio 
Et. Al., 
2004 

Comparing Villages 
the that Received the 
Familias en Acción 
grant with those that 
did not to establish a 
baseline for the 
program’s  
effectiveness 

Each household is 
assigned an 
expansion factor 
based on a 
stratification 
procedure that allows 
for study of the target 
group.  

1999-
2004 

The effects were greater in 
urban areas, there were 
effects on Malnutrition, 
education and the status of 
women.   

Attanasio, 
2005  

Update on the previous 
paper 

Stratified random 
sample 

2005 There is an increase in 
school attendance for 12-17 
year olds and an increase in 
consumption 

Attanasio, 
2006 

Studying child labour 
and schooling in Rural 
Colombia 

Stratified random 
sample 

2001-
2006 

Schooling replaces domestic 
work and leisure time but 
does not appear to 
significantly decrease time 
spent in income generating 
activities 

Behrman,  
& 
Hoddinott, 
(2005) 

Studying heterogeneity 
of child nutrition in 
Mexico 

Comparing 
households in 
treatment and control 
areas and recipient 
and non-recipient 
households in 
treatment areas 

1998-
1999 

The program was effective 
for those who received the 
nutritional supplement and 
for poorer families with 
functionally literate mothers 

Behrman, 
Parker and 
Todd, 2006 

Education in Mexico 
under Oportunidades 

Using a survey that 
extends upon the 
original experimental 
design 

1997-
2003 

 

Cardoso, & 
Souza, 2003 

Examining Child Labour 
in Brazil Under Bolsa 
Familia 

Constructed 
Counterfactuals 
using census data 

2000 
Census 

Bolsa Familia increased the 
incidence of children who 
only attend school and 
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children who work and 
attend school 

De Brauw 
et. Al. 2013 

A study of how Bolsa 
Familia effected 
women’s decision 
making capability 

2005 and 2009 
cedeplar survey data 
is subjected to 
counterfactual 
analysis 

2005 Bolsa Familia increases 
women’s decision making 
power but only in urban 
areas 

Department 
of Social 
Services, 
2008 

A review of 
Oportunidades after ten 
years 

Comparing data from 
the ENCEL surveys 

1997-
2007 

The program has been 
effective especially in rural 
areas and among the 
indigenous community 

Djebbari & 
Smith, 2008 

A review of how 
Oportunidades effects 
the consumption 
different of different 
groups in different ways 

A variety of 
strategies including 
Fréchet–Höffding 
bounds and random 
coefficient analysis 

1997-
1999 

Programs should account for 
heterogeneity in their 
programs when they design 
their targeting mechanism 

Glewwe & 
Kassouf 
(2012 

Examines the effect of 
Bolsa Familia on school 
enrollment and grade 
promotion 

Comparing changes 
in enrollment from 
schools that adopted 
Bolsa Familia at 
different times 

1998-
2005 

The program increases 
enrollment but the increase 
in future wages may not be 
worth the cost 

Higgins, 
2012  

Examining the Rural 
Bias of the Bolsa Familia 
Program 

Counter factual 
analysis using the 
2009 PNAD 

2009-
2012 

The higher cost of living in 
cities decreases the value of 
Bolsa Familia 

Hoddinott 
& Skoufias 
2004 

Does food consumption 
increase in the presence 
of CCTs 

Longitudinal analysis 
based on 
Oportunidades’ 
experimental design  

1997-
1999 

Beneficiary families ate 
more and better than non-
beneficiary families 

Janvry & 
Sadoulet, 
2005 

Heterogeneous targeting 
methods  

Uses data from the 
experimental design 
in Mexico  

1997-
1999 

If policy makers adjusted 
their targeting program to 
focus on the entry into 
secondary school and the 
distance children lived from 
the school they could 
drastically increase their 
efficiency 

Morris Et. 
Al. 2004 

Examining the effects of 
CCTs on nutrition status 

Compared 
beneficiary children 
with matched non 
beneficiary children  

2002 There was a small negative 
effect from being in the 
program that could either be 
caused by differences before 
the program launched or by 
the program itself 

Parker & 
Skoufias, 
2000 

Work and leisure time 
allocation under 
Oportunidades 

Used data from the 
natural experiment in 
Mexico 

1997 Oportunidades caused adult 
labour to increase or stay the 
same and caused child 
labour to decrease 

Quinones, 
2006 

Heterogeneity in 
Oportunidades regarding 
the indigenous 
community 

Data was gathered 
from the 
Oportunidades 
baseline survey and 

1997-
2000 

Oportunidades’ effect on 
indigenous communities is 
no different from its effect 
on the community at large. 
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Mexican household 
surveys 

Efforts should be taken to 
increase its effect on a 
traditionally marginalized 
group 

Skoufias & 
Maro, 2006 

Adult work incentives 
under Oportunidades 

Using 
Oportunidades’ 
experimental design 

1997-
1999 

Adults are not dis-
incentivized from working 
by Oportunidades 

Skoufias & 
Gonzales, 
2008 

Comparing in-kind 
assistance to cash based 
assistance  

Survey data from 
areas not covered by 
Oportunidades 

2003-
2004 

In kind assistance and cash 
transfers have the same 
effect  

Soares, 
Ribas, & 
Soares, 
2010 

Decomposes the change 
in the Gini coefficient to 
show what effect CCTs 
have 

Decomposition of 
publicly available 
survey data 

1997-
2004 

CCTs were among the 
leading causes of the fall in 
unemployment in Brazil and 
Mexico 

 

Table 4 summarizes the causes of heterogeneity across countries, which is explored in more 

depth below. 

Table 4 

Dimension Indigenous/Non-
indigenous  

Urban/Rural Male/Female 

Poverty & 
Inequality 

In Mexico, indigenous and 
non-indigenous people 
react to Oportunidades the 
same way 

In Brazil there is a higher 
cost of living in cities 
which reduces the grants 
effectiveness 

In some cases, women’s 
decision making power is 
increased by the program. 

Nutrition - In Colombia, there was a 
greater effect in rural areas 
than in urban areas 

- 

Health Health Outcomes have been consistent across subgroups 
Education In Mexico, indigenous and 

non-indigenous people 
react to Oportunidades the 
same way 

Colombia saw greater 
improvement in urban 
areas, Brazil saw more 
improvement in rural areas 
because there was little 
room for improvement in 
urban areas 

Mexico has actively tried 
to get more girls in school 
by offering them a larger 
grant. The policy has 
succeeded 

Labour - Child labour went down 
more in urban areas 

Small positive impact on 
the labour supply of men, 
no effect on the labour 
supply of women 

 

5.2.1 Poverty and Inequality 
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Since inequality is only an aggregate measure we cannot decompose its effect on different 

groups, just the difference between countries. It is necessary to consider poverty and inequality 

together because in middle income countries such as Mexico and Brazil a reduction in inequality 

causes poverty to decline faster than an increase in national income (Soares, Ribas, & Guerreiro 

Osorio, 2010). The Gini coefficient will be used to measure inequality. In Brazil, the Gini 

coefficient has decreased from 0.60 in 2001 to 0.55 in 2009. The statistics tell a similar story in 

Colombia and Mexico. The Gini coefficient has gone from 0.52 in 2000 to 0.48 in 2008 in 

Mexico and from 0.59 to 0.56 in the same period in Colombia. Simultaneously, the percentage of 

income held by the bottom quintile has gone from 4.0% to 4.7% and from 1.9% to 3% in Mexico 

and Colombia respectively. In Mexico and Brazil, approximately 21% of the decrease in the Gini 

index is attributable to CCTPs (Brazilian Geographical and Statistical Institute, 2006). This 

shows that the overall effect in each country is similar, indicating that the programs have largely 

the same overall effects.  

Moving now to poverty, this paper will measure poverty and consumption somewhat 

interchangeably. The reason for this is that changes in consumption will reveal the overall 

change from both the income and substitution effects of the program. Measuring the overall 

effect of the program is beneficial because we need to concentrate on the big picture. Beginning 

in Brazil.  

Bolsa Familia has reduced poverty in Brazil by 1.9 and extreme poverty by 1.6 percentage points 

respectively, as of 2009. These represent a 13% of total poverty reduced and 32% of extreme 

poverty reduced (Soares S. , 2012). A rural bias may exist in Brazil’s program since there is a 

non-negligible difference in prices within Brazil. Urban Sao Paulo is more than twice as 

expensive as the rural Northeast region. Further, there is self-selection out of the program in 
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urban areas due to the higher cost of living in the city making the transfer not worth the hassle of 

the conditions (Higgins). This leads to the program having much less effect in urban areas. In the 

most expensive urban area, Rio de Janeiro, the program led to between 4% and 7% reductions in 

the poverty headcount. However, in the most rural state, Piaui, there was between a 31% and 

37% reduction in the headcount. This means that for two identical hypothetical families headed 

by a poorly educated adult women, one urban one rural there is a greater likelihood that the rural 

family will be poor but also a greater chance that they will escape poverty due to Bolsa Familia 

(Higgins). Indigenous people are largely captured by the rural urban divide.  

There is not heterogeneity between men and women on poverty reduction because these grants 

are given to families and effect men and women equally. However these programs do have an 

effect on women’s control of decision making. In urban areas of Brazil, the transfer gave women 

more control over household decisions including the use of contraception. In rural areas, there is 

a different relationship between the transfer and inter-gender relations. There was no positive 

relationship and an indication of a slight negative relationship between giving the transfer to 

women and increasing women’s decision making capabilities (De Brauw, Gilligan, Hoddinott, & 

Roy, 2013).  

In Mexico, Oportunidades has increased consumption and reduced poverty. Overall the program 

had effects similar to what was seen in Brazil. In 2006, it was found that consumption increased 

in targeted households by 15% (Quinones, 2006).  More interesting results come from the 

heterogeneity of the results, specifically with regard to the indigenous population . Indigenous 

communities are much more likely to be poor then non indigenous, and as a consequence they 

are more likely to be enrolled in Oportunidades. Indigenous people are also less likely to speak 

Spanish, and more live in remote areas, both factors that hinder their chances for success. 
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However once one accounts for these factors, it is shown that indigenous people have the same 

reaction to Oportunidades as the general public (Quinones, 2006).  

It is interesting that there is very little difference between two countries with different 

circumstances and different approaches to their program, and a larger difference in the impact 

within countries. This indicates that, while the averages may flatten out, the most important 

factor is the price of goods that families need to buy. Overall the difference in the effect that the 

programs have on poverty reduction is dependent on the size of the grant and the price of the 

basic basket of goods that families need to buy. Changing the amount of the grant to be based on 

the relative internal differences in CPI would alleviate the effects of the price difference. This 

may not be wise because there is a good reason to compensate rural people more, the city affords 

more opportunity to people and living in an urban area exposes people more fully to economic 

changes. Therefore, if the economy improves then people who live in the city will be exposed 

before rural people. It may also be infeasible politically to vary the grant according to geographic 

location.  

Djebbari and Smith provide a framework to measure heterogeneity between subgroups in cash 

transfer programs’ impact on poverty. They use the model: 

Yi = B0 + BxXi + (BD + BDxXi)Di + vi 

Y refers to the outcome, there are two possibilities, the treatment outcome and the no treatment 

outcome. Di is a treatment indicator, that shows if individual i is being treated.  BD refers to the 

average treatment effect determined by subtracting the outcome in the presence of the program 

from the outcome not in the presence of the program. B0 is the outcome without the treatment, 

Xi refers to the sub-group. (Djebbari & Smith, 2008). What this does is give researchers and 
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policy makers a way to account for heterogeneity in the sub-groups. Their main finding from this 

model was that there is a greater effect from these program on poorer households. More 

importantly they were able to reject the hypothesis that belonging to any of the subgroups that 

they identified does not influence the effect of the program (Djebbari & Smith, 2008).   

 Beyond measure of poverty CCTPs are supposed to also positively benefit nutrition and health.  

5.2.2 Nutrition 

Though increasing childhood nutrition is a common goal of CCTs, nutrition may be more easily 

achieved through the direct provision of food or food subsidies, rather than cash transfers. CCTs 

do a poorer job of guaranteeing such outcomes through, as policy makers do not control 

individual spending decision. If cash transfer programs are in-fact optimal for improving 

nutrition, such results will appear in the overall consumption of more and varied food in the 

target population.  

In Brazil, Bolsa Familia was not correlated with an increase in aggregate consumption but the 

substitution effect led to an increase in spending on food, education, and children’s clothing. The 

reason that it did not lead to an increase in aggregate consumption is that the income from Bolsa 

Familia replaces the income from child labour. The same study found that even though there was 

an increase on spending on food items there was not a resultant reduction in the symptoms of 

malnutrition (Morris & Olinto, 2004). A separate study was conducted to test Bolsa Familia’s 

effect on malnutrition by testing height for age, weight for height, weight for age, and body mass 

index for age and found no impact from Bolsa Familia. Separate analysis was undertaken to see 

if there was a result in a specific location or for the poor or very poor separately, and again found 

that Bolsa Familia had no effect (Soares S. , 2012). All of these studies surveyed Bolsa Familia 



40 
 

recipients and compared them to a selected control family, such as those who had not 

participated in Bolsa Familia due to a technical error. 

The Familias en Accion program in Colombia, this program gives money to mothers whose 

children meet the criteria for nutrition and education subsidies. It was found that the program 

increased consumption by 19.5 % in rural areas and 9.3% in urban areas. The greatest increase in 

consumption was on protein-rich food such as meat, eggs, and milk. There was a statistically 

significant increase in the consumption of protein rich foods, cereal, and oils in both urban and 

rural districts. There was also not a noticeable increase in the consumption of alcohol, tobacco, 

or sugary foods (Attanasio, 2005). The reason for the discrepancy is that the same bundle of 

goods would be more expensive in urban areas compared to rural areas. This data was collected 

using treatment and control municipalities in the same economic strata.  

Studies in Mexico have had similar outcomes. Recipients of Oportunidades increased aggregate 

consumption and increased consumption on food, education and children’s clothes, they also ate 

more and better than those who did not receive the grant. On average grant recipients consumed 

6.4% more calories than people who did not receive the grant (Hoddinott & Skoufias, 2004). A 

later study by Behrman and Hoddinott could not repeat these results. It found that there was no 

association between being enrolled in Oportunidades and increased consumption. They found 

that any improvements in the indicators surrounding childhood malnutrition are attributable to a 

childhood nutrition supplement that is not exclusive to Oportunidades. This created an invisible 

discrepancy in the results between the children of more and less educated mothers because, 

Behrman theories, literate mothers are better able and more willing to administer the supplement 

correctly (Behrman & Hoddinott, 2005).These studies both used data from the experimental 

period of Oportunidades. 
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Across borders the effects these programs have on nutrition are unclear. However the Colombian 

and Mexican results are stronger than the Brazilian result as the data in these cases was gathered 

using an experimental design. The data from Brazil could be contaminated by selection bias or 

spill-over effects. Overall, the Mexican and Colombian cases are more representative of the 

general case 

5.2.3 Health 

After analysing CCTs effect on nutrition we can now turn to its effects on health more generally. 

More general health outcomes are measured through child height, medical visits, and 

vaccinations. Supply factors would contribute to the magnitude of the impact. It is impossible to 

increase medical visits without clinics for people to attend. This would contribute to an urban-

rural divide, differences in values could contribute to an indigenous to non-indigenous divide, or 

a gender divide.  

In Brazil, supply side issues have limited the impact of Bolsa Familia in terms of access to 

clinics and health professionals. However, there was a significant impact on the number of 

children who completed their vaccinations both in general and on time. By 2009, 98% of 

children in both Bolsa Familia and non Bolsa Familia households had vaccination cards. 

However, completion of the vaccination cycle varies from between 50% and 70% depending on 

the vaccine. The key reason for the discrepancy was that the vaccines that are administered later 

in the child’s life are not completed because there is a higher opportunity cost for the mother if 

she has returned to the labour market (Morris, 2010).  

Attanasio analyzed the effect of the Familias en Accion program for three questions regarding 

children’s general health: is the child on schedule for their vaccinations, has the child 
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experienced diarrhea in the past month, and is the child malnourished. He found that Families in 

Action had a statistically significant effect with regards to the first three. In general the program 

had the most effect on children less than four years old and is roughly equally effective in rural 

and urban areas. With regards to vaccinations he found that Familes en Accion led to an additional 

22.8% and 33.2% of children 0-2 years and 2-4 years being on schedule for vaccinations. After 

four years, the effect becomes negligible since older children require fewer medical visits. 

Mothers reported that, for children less than two years old, there was a reduction of 10.6% and 

15% reduction of the incidence of diarrhoea in rural and urban areas respectively. The impact on 

height was not statistically significant after 12 months, partly because Colombia had a pre-

existing nutritional assistance program in place before families in action took affect and families 

who do not participate in families did not switch programs (Attanasio, 2005).  

In Mexico, Oportunidades has a significant effect on health outcomes. In rural areas, 

preventative and curative doctor’s visits have increased 35%. Children 1-3 years old who are 

recipients of Oportunidades grow 1.46 cm more per year than their peers who are not recipients. 

There has been an 11% decrease in maternal child birth deaths nationwide, a 20% reduction in 

sick days for children 0-5, and now 90% of children are receiving enough iron, zinc, and 

vitamins A and C (Oportunidades Press and Media Office, 2008). 

The outcomes with regard to health have been fairly consistent across subgroups. Vaccinations 

and clinic visits have increased, where supply side issue are not a concern these programs have 

the most effect. The method used to collect data for these studies are the same surveys were 

taken among the beneficiary population and compared to a control group of matched families. 

The periods of study are also similar. There is no obvious policy change to improve health 
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outcomes in these countries, but the income elasticity for health services suggests that increasing 

the size of the grant would continue to improve health outcomes. 

5.2.4 Education 

Education is one of the most important factors when combatting the poverty trap. All of the 

programs condition their grant on the child attending a reasonable number of school days and 

advancing through the grades. Children who complete high school face significantly higher 

career prospects than those that do not. A more educated and qualified workforce is also an 

engine of economic growth that can propel countries out of the middle-income trap. Broadly, all 

three programs have been successful at increasing educational outcomes.  

Bolsa Familia has a significant impact on enrollment, grade promotion, dropout rates, and it has 

equalized enrollment by race. Recipients of the Bolsa grant were 16.5% more likely to be 

enrolled in grades 1-4 and 19.5% more likely to be enrolled in grades 5-8. They were 1.5% and 

1.2% less likely to drop out of grades 1-4 and 5-8 respectively. Grade promotion increased 2.7 

percentage points and 0.9 percentage points for the same grade intervals. This data comes from 

examining schools that were admitted to Bolsa Familia at different times. The aggregate effect 

of this is an 18% increase in total years in school; it is estimated that this would in turn lead to a 

16.5% increase in wages among the recipients of Bolsa Familia (Glewwe & Kassouf, 2012). 

In Mexico, the Oportunidades program has had similar results. The program has led to greater 

school enrollment and grade progression. Junior high schools saw significantly more enrollment; 

12-year-old children had a 42% greater chance of enrolling under Oportunidades. High school 

students were 23% less likely to drop out. On average, after a teenager had been exposed to the 

program for five and a half years, they would achieve an extra year of school. (Behrman, Parker, 
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& Todd, 2006). This data was gathered though a survey that extended upon the original 

experimental design of Oportunidades. One problem with this program is that even though they 

have led to an increase in schooling they have not led to greater achievement on international 

standardized tests.  This indicates either that the program does an insufficient job at linking 

grants to success which could be fixed by retooling the incentives. Additionally, there maybe 

supply side constraints, meaning that even though more kids are in school the schools do not 

have the resources to teach all of them (Behrman, Parker, & Todd, 2006).  

In Colombia, The results were also encouraging: researchers found that students who received 

the grant stayed in school longer and achieved more than their peers who did not. Enrollment 

increased 10% in rural areas and 5% in urban areas for children aged 12-17, the program did not 

have an effect on younger children (Attanasio, 2004). The reason for this is most likely that 

students aged 12-17 face a greater opportunity cost from education than younger children. 

The two greatest sources of heterogeneity with regard to education are gender and the urban-

rural divide. In developing countries, boys traditionally attend school more frequently than girls. 

Oportunidades specifically targets this problem by offering girls a larger stipend than their male 

counterparts to stay in school. As a result, Mexico has seen a more dramatic increase in girls 

schooling then in boys. Girls dropout rates fell by 17.9% compared to 14.0% for boys and grade 

repetition fell by 8.4% for girls and 3.8% for boys (Reimers, Silva, & Trevino, 2006). In Brazil 

grade promotion does not vary by sex and girls outperform boys on the baseline (Glewwe & 

Kassouf, 2012). From this we that when policy makers specifically target girls with higher 

transfers the program will have a greater effect upon girls, as one would expect from economic 

theory. However, in Brazil this is not necessary because girls have a larger enrollment rate than 

boys.  
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Moving to the urban rural divide, in Colombia it was found that the greatest impact is in urban 

areas, where school attendance increased by 3.8 hours for older children and 4.5 hours for older 

children compared to 1 and 2.5 hours respectively in rural areas (Attanasio, 2004). In Brazil, the 

program had less effect in urban areas because there was less room for improvement in the cities 

(Glewwe & Kassouf, 2012). It is also worth noting that Oportunidades has drastically reduced 

and almost reversed the gap between the indigenous and other groups (Department of Social 

Services, 2008).  

These outcomes are consistent with the ex-ante simulation predicted by the BFL model, and the 

variation can be explained by the differences within the programs. Mexico gives more money to 

girls, and is rewarded with a higher enrollment rate for girls, as you would expect. There is less 

incentive already present to send your kids to school in rural Brazil than there is in urban Brazil. 

At least in the case of education the heterogeneity is expected and modeled.  

The way each study measured the treatment effect could also have impacted the outcome. In 

Colombia the data was gathered through propensity score matching, in Mexico it was a 

continuation of a natural experiment, and in Brazil researchers took advantage of a natural 

experiment. The data was however from the same period. The data from Mexico is the most 

reliable, the data from Colombia is fairly reliable, but the data from Brazil could suffer from 

selection bias and spillover effects.  

Common to all three countries was the fact that even after increasing the amount of time spent in 

school, the programs could not meaningfully change education outcomes. Even though there has 

been a rise in the number of students attending school, there has not been a concurrent rise in in 

the number of teachers or teacher training. In Brazil, for instance, many teachers do not have 
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college degrees and additional training is hard to access. Using the same underpaid teachers and 

the same methods on even more students is not going to lead to better results. Merit scholarships, 

the practise of rewarding students for their performance in the classroom, may be a way to 

address this problem. This will be discussed later in the paper. 

5.2.5 Labour 

There are two considerations to make with regards to labour, child labour and adult labour. An 

ideal program would reduce child labour for both moral and economic reasons while increasing 

or at least not effecting adult labour. Children drop out of school because they need the income 

from labour to sustain themselves or their families. This income is the opportunity cost of going 

to school; CCTPs seek to equalize the opportunity cost by providing money in exchange for 

going to school. Whether the increased time spent in school comes from a decrease in labour 

time or leisure time needs to be investigated. Economic theory tells us that the income effect of 

the transfer would also reduce adult labour. However, if the poor have low leisure elasticity then 

an increase in income would not increase leisure times since at low levels of income more money 

is preferred to leisure time. It can also be true that searching for work is a costly enterprise and 

the transfer helps alleviate some of these costs leading to more people seeking work or starting a 

business.  

First, do CCTPs reduce child labour? The results are largely ambiguous; different studies 

conducted in their respective countries have come to different conclusions. In Brazil, it was 

found that despite increased levels of school attendance there was not a decline in child labour 

(Cardoso & Souza, 2003). A separate study conducted in 2009 found that there was a slight 

decline in child labour. Research in Colombia found that while there might be a 10%-13% 
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reduction in domestic labour, there was not a significant reduction in income generating labour 

(Attanasio, 2006). The biggest effect that was found was that children ages 10-13 in rural areas 

and 14-17 in urban areas would reduce their time spent in income-generating activities by a 

quarter of their increased time in school. In Mexico, it was found that the substitution effect 

vastly overpowers the income effect as families shift away from leisure time, which has become 

more expensive for children, as education became an income generating activity (Skoufias & 

González-Cossío, 2008). A different study conducted by Skoufias in 2005 found that 

Oportunidades resulted in a 25% decrease in labour force participation by boys in rural Mexico 

(Skoufias, 2005). Income generating labour and school are not perfect substitutes, therefore an 

increase in schooling will not generate a necessary decline in child labour. This data was 

gathered using national censuses in Brazil and custom surveys in Mexico and Colombia. Both of 

these methods rely on propensity score matching and the studies should carry the same weight.  

Do CCTPs decrease adult labour market participation rates? Not generally, although these 

programs may have some effect on the type of work being pursued. Across borders, when people 

first begin receiving conditional cash transfers they switch from subsistence farming into salaried 

labour. Further evidence that CCTPs do not lead to decreased labour force participation is that 

they lead to a substantial reduction in poverty. If recipients only used the money to buy more 

leisure then there would not be a reduction (Skoufias & Maro, 2006). 

In Brazil four studies were conducted; two found that adult labour increases by a small margin, 

one found that mothers reduce their labour by a small margin, and one found that it had no effect 

on the formal market but increased participation on the informal market because people wanted 

to earn more money but hide it from the government. In general it found that labour supply 

increased by everyone except women with children (Soares S. , 2012). With regard to the other 
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Cash 
transfer 

countries, in Mexico, the program was found to have no effect by Parker & Skoufias, 2000. 

Skoufias and Maro, 2006 found a small positive impact for men ages 18-24. In Colombia  the 

CCTP was found to have no effect on adult labour supply (Attanasio, 2006). In Chile it was 

found to have a slightly positive effect (Galasso, 2006).  

These effects can be easily understood using a traditional model of labour supply, traditionally 

we would expect to see a slight decline in labour supply as the income effect leads people to 

increase their consumption of normal goods, however, if someone`s consumption is limited by a 

lack of jobs in their area or by the low wages offered by the jobs available their labour supply 

decision would look like this: 

 

 

 

 

 

 

 

 

The grant from the CCT increases consumption by the amount of the grant without reducing 

labour supply because to maximize their utility more or better work would need to be available. 
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The policy implication of this are clear: CCTPs can be increased and expanded without harming 

labour supply. 

5.2.6 Intergenerational Poverty 

The basic premise of CCTPs was that by forcing people to invest in human capital it would 

create better opportunities for the children of traditionally poor families. Unfortunately, tracking 

the participants in Oportunidades or Bolsa Familia after they have graduated from the program 

is difficult.  

Current simulations of future incomes suggest that for an increase of 0.66 years in school, the 

average increase from the Oportunidades program, would result in an 8% increase in future 

wages. The implicit assumption of this theory is that the more educated workers will be able to 

find sufficient demand for their labour.  Rising levels of education throughout Latin America 

suggest that increased schooling will be a necessary but not sufficient condition to obtaining 

gainful employment. Without generating new opportunities in the private sector increased skills 

will not translate into higher wages (Lomeli, 2008). In this, as with many other things regarding 

CCTPs the government stimulates one side of the market equilibrium, in this case labour supply, 

while the other side of the market, and ultimately the economic outcome, is determined 

exogenously.  

In Mexico, Oportunidades offers a onetime pay out to those who graduate high school to entice 

them to finish high school and continue their studies. They also partnered with the national 

scholarship program for higher education to give anyone who graduates from high school in the 

Oportunidades program access to a scholarship to pursue higher education. In 2010 more than 

33,000 students received the scholarship, this represents a 400% increase from 2004 (Harrignton, 
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2011). Brazil launched a program called Proximo Passo (Next Step) to capitalize on the gains 

they have made through Bolsa Familia. The program involves three ministries and the private 

sector and provides technical training for adults who have graduated from Bolsa Familia and 

guarantees them jobs in government construction projects. As of 2011, 65,000 students have 

graduated and 20,000 more were undergoing training (Santos, 2011).  

This shows that developing countries are aware of the need to follow up on CCTPs with 

economic opportunity in order to avoid participants falling back into poverty. The program will 

have the greatest impact in areas where there is the most potential for growth. The people who 

are most likely to take advantage of this program are people in urban areas where there are more 

jobs available, or people who have the ability to move to urban areas. Indeed, among former 

Oportunidades grant holders from 1997, when the program only existed in rural areas, 64% have 

migrated away from their homes. 

The reasons for migration vary: when asked about their full time occupation a plurality said 

‘studying’. Of those who have found work, beneficiaries are far more likely than non-

beneficiaries to be involved in more rewarding work.  Approximately 80% of non-beneficiary 

indigenous males are involved in menial work compared to only 51% of beneficiary indigenous 

males. This shows that the program is a great equalizer when it comes to the long term prospects 

of those involved. After involvement with the program women and indigenous people are both 

far more likely to succeed compared to their peers who were not exposed (Department of Social 

Services, 2008). 

The formula for long-term inclusive growth remains the same and is replicable. If Latin 

American countries continue to build markets and develop capital then the people who graduate 
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from the CCTPs and their after programs will have the chance for more meaningful lives than 

their parents. The results presented above occurred before the programs for graduates were 

established therefore it stands to reason that the program will have even greater effects in the 

future.  

5.3 Using Targeting to Address Heterogeneity 

After examining the effects of heterogeneity, it is clear that a program that considers the 

difference in outcomes would be superior. A more efficient program would make better use of 

scant resources. This can be accomplished through the use of a more nuanced targeting system. 

When CCTPS were first designed a simpler system was chosen to keep costs down and maintain 

transparency, re-examining that decision would be beneficial. Using the data from 

Oportunidades, we can answer the question: for the given budget constraint could the funds be 

more effectively allocated to deal with heterogeneity? There are two issues to be concerned 

about, paying people to what they would already do or offering the wrong amount of money, 

either too much or too little, to induce action (Janvry & Sadoulet, 2005). By targeting the 

available funds where they are needed most policy makers can reduce the negative effects of 

heterogeneity and maximize the impact of their programs.  

The current impact of Oportunidades is not as large as it could be. At the primary school level, 

one child is kept in school for every ninety-six that are paid the. Great savings could be had 

simply by eliminating subsidies to elementary school children without any significant loss to the 

program. This is clearly a problem of paying people money to do something that they would do 

anyway. However, there are children who only continue in school because of the subsidy, being 

able to target these children specifically would be advantageous. If the opportunity cost of 
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children’s time in school could be calculated than it would be easy to set the subsidy necessary, 

sadly that is not a possibility. Only 57% of children who leave school do so because of a need for 

money. Other children left for either personal reason or supply side concerns. The second 

inefficiency comes from not being able to identify the level of subsidy needed to induce the 

desired behavior. By using specific targeting we can offer specific subsidies to specific groups of 

people we can reduce these inefficiencies and increase enrollment for the same budget (Janvry & 

Sadoulet, 2005).  

Taking into account how different variables will affect the behavior response to transfers can 

help build the optimal model. For example, it was found that the efficiency of Oportunidades 

could be dramatically improved by considering whether the child’s father is indigenous or non-

indigenous, whether there is a school in the village, and whether the child is progressing 

normally through school. For Oportunidades, the normal transfer increases the chance of a child 

enrolling in school by 3-4%. If there is no school in the village than the transfer increases the 

likelihood of enrolling by 9-11%. For a fourteen year old boy with an indigenous father in a 

village without a secondary school the transfer increases the probability of school enrollment by 

23-24%. Clearly there are large efficiency gains to be had through using heterogeneity. Using 

some additional factors in targeting the program, policy makers could dramatically increase 

CCTPs impact across Latin America. 

Keeping this in mind a model for the optimal implementable cash transfer designed by Janvry 

and Saudlet in 2005 looks like this: 

Si = ZIv+ ZIvTI+BTI+BXI  
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S is a binary variable indicating whether a child is enrolled in school, I indicates whether the 

child lives in an area with a school, T represents the potential transfer to the child, and X 

represents child, community, and household characteristics. The most important variables needed 

to define the level of the transfer are distance from school or whether there is a school in the 

village, the education level or literacy of the parents, the birth order of the child, and gender. 

Under this scheme transfers in Mexico would vary from $200 to $270 with a girl who lives 6 or 

more kilometers away from school with illiterate parents. Children who have a school in their 

village would become ineligible since researchers have found no difference between control 

groups and treatment groups when there is a school in the village. Ex-Ante evaluations of this 

program indicate that the enrollment rate among eligible children would be 79.1%, up from 

58.2% under the current system, compared to 80.5% for non-eligible people. This implies an 

efficiency gain of 29.4% over uniform CCTs (Janvry & Sadoulet, 2005). 

Another option is a multi-dimensional targeting system. Typically targeting is done along 

monetary lines, the underlying assumption is that money is the best indicator of whether a 

household is worthy of receiving a CCT. However, CCTPs are meant to increase human capital, 

nutrition, and health. A multi-dimensional approach to targeting would target households based 

on indicators surrounding these conditions. This proposal is beneficial in several ways. High 

performance in a dimension not relevant to the program their participation in the program will 

not be affected. Secondly, the number of categories that a household is deprived in now 

correlates to the likelihood they will be included in the program. This means that if a household 

was near the cut-off overall and suffered a negative shock to their ability to consume nutritious 

food they would then be included in the program. Both overall, inter-dimensional poverty and 

severe poverty along one dimension can qualify a person for the program under this model. 
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Furthermore, this approach can be used to prioritize households more effectively if the program 

must be expanded sequentially, as it also allows policy makers to take note of the heterogeneous 

nature of the population and target needier households with more money (Azevedo & Robles, 

2010). Another reason this is necessary is income variability. In Brazil, 12% of the population 

crossed the poverty line in one direction or another over any given month, 15% of the population 

crossed it in a year, 46% of people who escaped poverty in one month returned to it the next 

month. The income volatility in the region, whether it is caused by variable employment or 

harvest times, means that targeting programs must consider more than current income (Soares, 

Ribas, & Soares, 2010). 

The model looks like this: the program would use intermediate indicators and risk indicators. 

Intermediate indicators can serve as proxies for the variable that you are trying to measure, risk 

indicators capture the vulnerability of households. An example of an intermediate indicator is 

grade retention and an example of a risk indicator is the whether or not a household has health 

insurance. The risk indicators are used to determine the households vulnerability to falling into 

(greater) poverty. A cut-off is chosen for each individual indicator and an across the board cut-

off. Each variable is weighted based on the priorities of who is designing the program. The 

model for the targeting method is as follows: 

Y=w[intermediate indicators]+w[risk indicators]  

Y=w(health insurance status)+w(grade retention)+w(per capita income)+w[risk indicators] 

Each variable is given a cut-off point z. If Yi<Zi than the household is deprived in that variable. 

W is the weight associated with that variable. A cut-off matrix Gij is computed from all the 

variables that fall below the cut-off point. A column vector can identify how many areas a 
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household is deprived in. This gives us the cut-off point that defines a multi-dimensional 

approach to poverty. A household is considered multi-dimensionally poor if the number of 

deprivations that is deprived in are greater than the cut-off point (Azevedo & Robles, 2010).  

The two models examined in this paper have two different approaches to CCTPs. The first 

focused on ensuring that children enrolled in the program go to school. More generally its focus 

is on the fulfillments of co-responsibilities and human capital development. The second model 

was focused on poverty alleviation. These different focuses lead to different outcomes but they 

can be balanced. The ultimate goal of CCTPs is both poverty alleviation and human capital 

development, therefore it makes sense that some combination of these models would be used in 

targeting. Practicalities must also be considered. Transfers have no measurable effect for kids in 

primary school and very little effect for rural students with a school in their village. This means 

that money must be aimed disproportionately at places where it can make a difference. Targeting 

along heterogeneous lines can dramatically increases the effectiveness of these programs and 

policy makers should consider a sliding scale of payment based on observable characteristics. 

Heterogeneity would benefit the human capital development side of CCTPs but it would have a 

negative effect on the poverty alleviation aspect of the program. This could be balanced by the 

multidimensional approach. Since these programs have little effect on primary school aged 

children and children with easy access to school, those are the families that would be deprived by 

the heterogeneous approach to benefits. However, if these families are poor in different areas 

compared to families who would receive the increased grant the multi-dimensional approach to 

targeting would benefit them as well. Overall, this combined approach to targeting would lead to 

a better allocation of resources than what currently transpires.  
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5.3 Summation 

This section has focused on the ways in which the results of CCTPs can have disparate impacts 

in the communities they target. For short term poverty the most important schism was between 

rural and urban communities, since goods are more expensive in cities the transfer has less value 

there. This was reversed for the long-term consideration of poverty, a majority of Oportunidades 

recipients moved away from their villages to seek employment. The programs had a positive 

effect on health outcome consistent across borders. The results with regard to nutrition were 

inconsistent. The results from Mexico and Colombia suggest that there is a slight positive effect, 

these results are more robust than the results from Brazil which found no effect. For education, 

results were uniformly positive but varied in magnitude: the program had intermittently greater 

effects in either rural (Brazil) or urban (Colombia) areas and with either girls (Mexico) or boys 

(Brazil). However, these differences are explained by differences within the programs. The 

program have consistently very little effect on labour supply, there was generally a small 

reduction for child labour and small increase of adult labour. More efficient targeting could 

reduce the effects of heterogeneity. Using either of the models proposed above to augment a 

programs targeting mechanism would be beneficial. 

6. Other Considerations 
6.1 Spill-Over Effects  

People who do not receive the benefit but whose neighbors do will still receive a benefit from 

conditional cash transfer programs through either economic or social channels.  
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The economic effects are a decrease of risk in the village and an increase in the available funds. 

The decrease in risk in the village is transmitted through the fact that there is now a safety net for 

people to fall into provided by the state and the fact that citizens will share risk. Within village 

kinship and a lack of protection from outside shocks creates the incentive to share risk. Ineligible 

people can also now borrow more on the informal village credit market as there is more money 

available on that informal market. Non-eligible households will increase their food consumption 

by about half of that of treatment households. This increase is funded by loans within the village, 

transfers from others, and by reducing the stock of animals and seeds that they had compared to 

the beginning of the program (Angelucci & Giorgi). Further, the program has an impact in the 

community through the traditional income multiplier. The program would benefit recipient’s 

neighbors as people who are eligible for the program increase consumption and therefore 

increase demand for the goods that their neighbors produce. Failure to include non-poor in the 

overall effects of these programs leads to an underestimation of their effects of about 12%. While 

villages are not closed economies, much of what is consumed in the village is produced in the 

village (Angelucci & Giorgi).  

The transmission of the social benefits is more indirect, but non-eligible people will see increases 

in health, education, and social factors. The increase in health is transmitted by the increased 

knowledge of health in the community. As recipients of the program learn more about how to 

maintain their health and how to access modern medicine, this knowledge will spread to more 

relatively well-off people.  All of the villagers mirror their neighbors to a certain degree and 

therefore doctor’s visits for children of more well off families will increase as will nutrition 

monitoring and general health. The education benefits that the non-eligible people receive are 

transferred in a similar manner. As perceptions change about the long-term value of school, more 
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parents will enroll their children. Two other explanations are that the increase in local income 

from the program’s spillover has a positive income effect on the non-eligible population leading 

them to invest more in education or that villages that are the target for CCTPs are also likely to 

be targeted for supply side interventions.  The last benefit is the social benefit, these include the 

reduction of inequality in the village and the increased share of female leaders. Both of these 

things are beneficial to the overall wellbeing of the village (Lehmann, 2010).  

6.2 Merit Scholarships 

CCTPs have been shown to increase school attendance but they do not have a measurable effect 

on educational outcomes. Some education officials have faced similar problems and in an effort 

to increase performance they have offered students money in exchange for academic 

performance. Is this a possibility in Latin America and could it work in conjunction with 

CCTPs? 

Child performance in school is given by a production function depending on two key variables; 

child effort and parent effort. Generally speaking in households with high test scores are 

indicative of high parental effort. Furthermore, when the parents are able and willing to invest in 

their children it is most effective to incentivize the behavior of the parents but when parents 

cannot provide this support it is best to incentivize the children (Berry, 2013). When CCTPs are 

present, parents are already being incentivized, but this near term reward does not always 

transfer to the children. Children over-discount their educational experience because they cannot 

fully conceptualize the rewards they will receive later. If a program is correctly designed it can 

correct for this problem. Several program designs have been tried. For these programs to be 

effective the results need to be immediate, if the reward is given at a delay then it will be 
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completely ineffective. Conceptualizing the reward as a loss can be very effective. In Chicago, 

researchers got the best result by placing money on the student’s desk before a test and 

threatening to take it away if the students fail to reach a certain grade point. This strategy is 

useful to induce effort on standardized tests, the program can reduce achievement gaps between 

rich and poor and more accurately report student progress (Levitt, List, Nickerman, & Sadoff, 

2011). Other effective strategies include paying for books read and paying for scores on regular 

achievement tests. Some strategies that are ineffective are promising to pay for grades at the end 

of the year or rewarding less easily identifiable behavior such as good behavior in class. One 

particular problem is that when asked what strategy they should use to increase their test scores 

students gave answers such as concentrate and check their answers; no student gave the answer 

“study more” (Fryer, 2011). 

Kremer studied an incentives structure in Kenya and found that the program had both large 

positive effects and positive externalities for these programs. In their study only girls who 

reached a high GPA were eligible for scholarships but test scores increased among girls with low 

GPAs and boys as well.  The Kenyan program involved giving a scholarship to the top 15% of 

girls after the final year exam.4 The scholarship paid for their school registration for two years 

and school supplies for one. There was also an award presented in front of the school. The 

program increased academic performance by 0.25 standard deviations, indicating a highly 

successful program. 

A well designed program focusing on increasing time spent studying by rewarding reading and 

performance on regular quizzes could increase performance in Latin American Schools. There is 

no reason that this program could not go ahead in Latin America but there is no record of it being 
                                                           
4 This program differs from what was found to be effective in the United States but still worked. Most likely this is 
because the money was given to adults who are better at delaying satisfaction who in turn pressured their children  
to succeed. 
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suggested or tried anywhere in the region. Schemes such as these have gone ahead in Kenya, 

India, and the USA to try to improve results in struggling school districts. Already having the 

CCTP mechanism in place throughout the region would make it very easy to reward students. 

This program would also have the positive externality of reducing child labour as the opportunity 

cost of studying and homework would be decreased.  

The program can also be incredibly cost efficient. Improving academic performance at early 

stages has a positive effect throughout schooling. Young children are also the cheapest to 

incentivize since they respond positively to non-monetary incentives such as toys and trophies. 

Berry found that these young children responded equally well to being rewarded with money as 

with a toy (Berry, 2013).  

There are some problems with this scheme that make it risky to implement immediately. Results 

from experimentation have been scattershot and difficult to repeat. Point estimates have always 

been positive but not always statistically significant and there is not a large enough body of 

research to do cost benefit analysis. However there is hope that they could be successful in this 

context; the CCTP incentivizes the parents to help their kids succeed, teachers can be 

incentivized through job performance criteria, the last piece is incentivizing the students which 

can be accomplished through these programs. 

7. Policy Recommendations 
Policy recommendations must deal with the trade-offs that are inherit when designing any 

program. The primary concerns that policy makers should have is the trade-off between nuance 

and transparency when designing the targeting mechanism and between poverty alleviation and 

compliance when designing the conditions. Policy makers should also be cognizant of the 

income elasticity of the various factors they are trying to improve, if a small increase in the 
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stipend would greatly increase the effectiveness of the program increasing it would be worth 

looking into. Conversely if increasing the stipend has little effect then, obviously, policy makers 

should not increase it.  

The greatest step that could be taken to improve CCTPs has nothing to do with the programs 

themselves. CCTPs have had significant effects in increasing the amount of children in schools, 

across borders dropout rates have decreased while grade promotion has increased for all groups. 

However, there has been very little effect on the overall test scores and achievement in these 

communities. Therefore, the primary way to increase the effectiveness of the programs would be 

a supply side intervention in education. The demand side intervention provided by CCTPs has 

been more effective than a supply side intervention would have been, but a limit has been 

reached for their effectiveness. In addition to this adding in merit scholarships to the existing 

cash transfer structure could boost student performance.  

The second step that policy makers should take is a more nuanced approach to targeting their 

programs. Accounting for heterogeneity in the results of the program would allow designers to 

maximise the effects from the program. The downside of implementing this policy would be a 

lack of understanding on how beneficiaries are selected and how money is accrued. This in turn 

could lessen the political support for the program. These costs would be worth bearing. Tailoring 

the program to the needs of the recipients would dramatically improve the results. Concentrating 

resources where they could have the most effect, for instance in areas that do not have a school 

within 15 kilometers or at the transition to secondary school as opposed to giving money 

irrespective of geographic location and giving money to primary school children. Whether this 

system is administered through a centrally controlled system such as in Mexico or a federal 

system such as in Brazil does not matter. 
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Third, countries such as Mexico and Colombia should adopt soft conditions as they are used in 

Brazil. These have several advantages over hard conditionality, namely that they are better in the 

short term for poverty alleviation and do not have any significant costs from increased fraud or 

non-compliance with the conditions. Adding in these policies to the existing CCT framework 

would increase the effect that they have in their community and their efficiency at allocating 

scarce resources 

8. Conclusion  
This paper has provided a summative evaluation of conditional cash transfer programs in Latin 

America with the aim of allowing policy makers to better understand the choices they have to 

make. These programs were pioneered in Mexico with its Progressa program and Brazil which 

merged its existing transfers into Bolsa Familia. The programs have spread across the world and 

a large and growing body of literature has evaluated them. This study focused on three questions: 

what is the effect of the design of the program? What is the effect of the type of the 

conditionality? Lastly, how does heterogeneity affect the impacts of the program? 

The most important design choice was the targeting mechanism. Here, suprisinly, it ws found 

that the type of targeting program makes very little difference, as long as it is well executed. 

Both Brazil’s federally administered and personal system and Mexico’s centrally administered 

impersonal system deliver the same results. There is also a trade-off with regard to corruption, 

Brazil’s system leave it more open to corruption the Mexican impersonal system, however, self-

selection and basic anti-corruption protections have kept cases of fraud to a bare minimum. The 

design of the program, whether it is central or federal, personal or impersonal, is largely 

contingent on the political atmosphere in the designing country.  
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With regard to conditionality, there are three broad options that policy makers can undertake. 

They can have their program be either unconditioned, softly conditioned, or hard conditions. 

Unconditioned transfers are better for poverty alleviation, but without the price distortions inherit 

in a conditioned program they are not nearly as effective at achieving results in health or 

education. Soft conditions mean that the conditions are less stringently enforced and any 

withheld money can be regained. Hard conditions mean that it is easier to be removed from the 

program and the money will not be returned. Soft conditions are superior because they increase 

the poverty alleviation aspect of the program without dramatically changing the incentive 

structure associated with the program.  

Heterogeneity could affect the results of the program in any of the areas that it aims to improve. 

The main gaps are the urban rural divide, the indigenous non-indigenous divide, and the male 

female divide. The urban rural divide was important when considering the poverty reduction 

effects of the program as the cost of living is higher in the city. While the other two factors affect 

outcomes, Oportunidades has had considerable effect in closing the gap between boys and girls, 

and the indigenous and non-indigenous. The programs have moderate and consistent effects on 

labour supply, and health.  

All told, while they are by no means panacea, conditional cash transfers programs are working 

well for low cost in Latin America, the policy recommendations outlined in this paper would 

improve the effects of the programs. Continued analysis and development of the programs will to 

improve their design.  
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