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IntroductIon 

This document was prepared for the Capital 
Project, an initiative supporting the design 
and implementation of public policies that 
combine social protection with financial in-
clusion. The study examines conditional cash 
transfer (CCT) programs in Latin America, 
which are regarded as being at the vanguard 
in terms of social protection programs tech-
nical modernization. With that in mind, this 
study hopes to contribute to the discussions 
about the results of CCT programs in fighting 
poverty; the characteristics of individual ini-
tiatives from which to draw lessons for enhan-
cing their effectiveness; their objectives, and 
an agenda of critical elements of sustainable 
poverty alleviation policies. In particular, this 
paper looks at the relationship between CCT 
programs and financial services, as well as 
at the feasibility of strengthening their results 
by linking them with complementary asset 

accumulation programs as a mechanism for 
augmenting their impact. 

The study begins with a comparative analysis 
of CCT programs underway in Latin Ameri-
ca in order to establish similarities and di-
fferences. We paid special attention to the 
following points: origin and objectives of the 
programs; their targeting systems; distribu-
tion of management responsibilities by level of 
government; cash transfer allocation criteria; 
systems of conditions; monitoring/evaluation 
tools, and linkage to the financial system of 
each country.  This part of the study required 
the preparation of individual reports (see an-
nexes to the original report) on the following 
programs: Bolsa Familia (Brazil), Programa 
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Puente - Chile Solidario (Chile); Familias en 
Acción (Colombia); Bono de Desarrollo Hu-
mano (Ecuador); Progresa (Mexico); Red de 
Protección Social (Nicaragua), and Programa 
Juntos (Peru). 

Following we present  a summary of the 
points indentified in the study in relation to 
these program’s results in alleviating poverty; 
their limitations in terms of providing a sus-
tainable way out of poverty, and their present 
and potential linkage to financial systems 
and services. 

ImplementatIon results 

One significant feature of CCT programs is 
their positive results in comparison to pre-
vious social policy strategies; that is, they 
produce results and have mechanisms to de-
monstrate them consistently.  The evaluations 
of CCT programs center on their two core ob-
jectives: poverty alleviation (short term) and 
human capital formation (long term).  The 
aspects which these evaluations have looked 

at most closely have been targeting mecha-
nisms (including effectiveness and impact on 
social capital); labor disincentive; impact on 
the use of education and health services; and 
impact in terms of cognitive and health re-
sults, as well as on the combination of incen-
tives, demand and improved availability. 

It should be noted, however, that the pro-
grams have not managed to reconcile the 
tension and, very often, the contradiction 
between the short-term objective of poverty 
alleviation and the long-term one of human 
capital formation.  On one hand, to increase 
their effectiveness regarding poverty allevia-
tion, programs need to focus on the poorest 
of the poor; on the other, the human capital 
objective switches the focus toward families 
with greater probability of maintaining and 
sustaining their human capital investments.  
The tension increases in countries where pu-
blic spending is restricted, as is the case of 
most Latin American countries, limiting the 
scale and coverage of programs. 

Impact on poverty

programs can show that they are adequately targeted and that they have effIcIently con-
trolled leakage. sIgnIfIcant Impact has been made In terms of narrowIng the poverty gap and 
the severIty of poverty (fgt1 and fgt2), rather than on the poverty rate Itself (fgt0), 
whIch suggests that the benefIts center on the poorest; that Is, on those stIll well below the 
poverty lIne. as we know, the lIterature supportIng the use of fgt>1 IndIcators, crItIc, as 
a startIng poInt,  the “proportIon of poor” IndIcator gIven that It overlooks Income Improve-
ments among the poorest, preventIng them from movIng above the poverty lIne, even though 
that would certaInly constItute progress In the fIght agaInst poverty.  accordIngly, fgt>1 
IndIcators are consIdered axIomatIcally superIor to fgt0 or “proportIon of poor” IndIcators.
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theIr lImItatIons for sustaInable 
poverty reductIon 

One of the main innovations of CCT programs 
is that, in addition to poverty alleviation, they 
try to break the intergenerational transfer of 
poverty by imposing human capital forma-
tion conditions to be met by recipient house-
holds.  Experts have put forward extensive 
arguments about the elements affecting the 
link between increased human capital and 
increased income, emphasizing on the im-
portance of the quality of training, labor de-
mand and access to the market and produc-
tion assets. In this connection, the reviewed 
evaluations have not explored the extent to 
which human capital accumulation by poor 
households is sustained in the medium and 
long term; neither has it established how 
much is transformed into continuous flows of 
income (or when that occurs).  Also, none 
of the analyzed evaluations refer changes of 
a more structural nature such as market in-
sertion, new-technology adoption capacity, or 
development of public institutions inclusive 
of poor households.

On the other side, CCT programs for the most 
part, have not established explicit strategies 
or mechanisms to address the vulnerability 
problems of families living in poverty and of 
those that, while not below the poverty line 
are exposed, all the same, to external factors 
that could make them fall into a poverty trap.  
Programs have not taken it on themselves to 
reduce the risk –or diminish the effects– of 
potential extraordinary external factors.  How-
ever, a number of studies suggest that transfers 
alone do reduce some of this type of risks re-
garding the human capital of the families that 
receive them, such as, for instance, the likeli-
hood of dropping out of school during a crisis. 

By and large, CCT programs are not harnessing 
potential synergies with other social protection 
programs.  Their effort to set themselves apart 
as a “new form” of intervention with “highly 
technical” operation systems with periodic fol-
low-up and evaluation procedures, turns them 
into “remote islands”.  In many countries an 
attempt has been made to set up coordination 
networks, such as Estrategia CRECER in Peru, 
Red JUNTOS in Colombia, and Chile Solidario 
in Chile. However, they have proven little more 
than good intentions that have scarcely reflected 
in integrated and coordinated operations.

The study also discusses other matters con-
nected with CCT programs that we consider 
relevant to an agenda for refining them.  There 
are the issues concerning the related objec-
tive of empowering poor women and chang-
ing gender relations in hoseholds.  We have 
also drawn attention to the discussion on 
institutional frameworks in which programs 
are managed, subnational government par-
ticipation, and the false dilemma of opting for 
centralized or decentralized management. 

Associated with these positive results is the 
persistent discussion on how to combine 
standard objectives of CCT programs with 
an actual achievement of sustained pover-
ty reduction. Three core issues examined in 
this regard are: 1) Under what conditions is 
human capital accumulation among poor fa-
milies transformed into actual improvements 
in income and in the corresponding social in-
dicators; 2) the void regarding what happens 
to families once they leave the program. Do 
they have to wait an entire generation? 3) 
How to strengthen the institutional changes 
that CCT initiate, trigger or make possible.
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responsIbIlItIes and decentralIzatIon

It is impossible to determine in advance what an adequate level of decentralization should 
be. Actually, it depends on the country, the capacity of its subnational agencies and 
central government, its potential and the processes underway.  However, in most Latin 
American countries the political and administrative processes of decentralization compel 
programs to adapt to them.  It is not possible to conceive social assistance programs dis-
associated from ongoing institutional processes, or disconnected from the decentralized 
levels without any coordination to ensure a single registration system and comparable 
intervention standards.

On the subject of linkage between CCT pro-
grams and financial systems, we find two 
situations. One concerning the existing links 
that regenerated by CCT programs in order 
to facilitate cash transfers to families.  The 
other, the potential link whereby the financial 
system, in particular microfinance entities, 
could serve as a mechanism offering a sus-
tainable way out of poverty. 

lInks to fInancIal systems 

We discovered that the literature we have re-
viewed devotes practically no discussion to 
the links between CCT programs and finan-
cial systems or to the microfinance services 
in particular. 

However, in their operations the majority of 
CCT programs rely on the financial system 
to carry out their cash transfer operations. 
Mostly, state-owned financial entities are 
used, but we do find exceptions. At the same 
time, we identified increasing signs of inter-
est by financial entities in recipient families 
as a potential portfolio of clients. Having said 
that, the evidence shows that a certain dis-
tance between the two prevents their linkage. 
Thus far, the main concern has centered ex-
clusively on mechanisms to reduce the cost 

As we can see, several CCT programs have 
used the financial system to deliver the mon-
etary transfer to poor households. However, 
there have been no systematic evaluations as 
to whether this has brought about any behav-
ioral changes among the beneficiaries and 
communities concerned regarding the access 
to and use of financial services in general. At 
present it is unknown to what extent this first 
contact with the financial system as a dis-
bursement service has also helped to resolve 
the problems of ignorance, mistrust and asso-
ciated transaction costs of other operations.

An issue that needs to be explored are the 
relations between how targeting, social capi-
tal and microfinance. A possible trade-off 
emerges in the measure that some studies 
show evidence, -not solid, though - indicat-
ing that programs using individual targeting 
(even if only differentiating between families 
in with and those without children) in rural 
areas could weaken social capital.  At the 
same time, several of the most successful 
microfinance programs harness the com-
munity’s social capital for “social collateral”, 

of delivering cash transfers to families instead 
of focusing on the supplementary benefits 
that they would be able to access. 
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Program

Bolsa Familia (Brazil) 
 

Chile Solidario 
 

Familias en Acción (Colombia) 
 

Oportunidades (Mexico) 
 

Juntos (Peru) 

Bono Desarrollo Humano  
(Ecuador)

Familias por la Inclusión Social  
(Argentina) 

Red de Protección Social 
(Nicaragua) 
 

Tekopara (Paraguay) 

Red Solidaria (El Salvador)

lIst of cct programs and theIr fInancIal Instruments

Transfer systems 

The state-owned CAIXA and offices of Loterico. Since 2008 
they have encouraged the voluntary opening of accounts 
with electronic cards. 

RUT accounts with Banco Estado (a former state bank) and 
at the counters of the pensions institute (Instituto de Nor-
malización Previsional).  

Since 2009, by means of a public tender won by Banco 
Agrario in a joint woth Assenda, electronic accounts are 
being opened. 

At Bansefi offices, savings funds, DICONSA stores in rural 
areas and, in other cases, portable payment offices (TELE-
COMM). 

Through Banco de la Nacion (the state bank) and special-
ized carriers.

Through accredited financial entities. An ATM card service 
known as MIES Bono Rápido is being introduced.

Magnetic cards issued by Banco de la Nación Argentina 
(state-owned bank).  There is an alternative payment sys-
tem (postal offices and banks).

Security companies (PRAF I) used to be hired. Later a 
state-owned bank (Banco Nacional del Desarrollo Agrícola) 
was used. They also work with the private sector to lower 
costs.

It uses the state bank (Banco Nacional de Fomento) with 
mobile units.

Disbursements to local governments by contracted entities.
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“community banking” and “mutual savings 
group” mechanisms.  The question, there-
fore, arises as to whether individual target-
ing mechanisms, which many CCT programs 
highlight as valuable, do not also hamper mi-
crofinance options. 

Furthermore, as a part of a strategy includ-
ing a “graduation” from the programs, that 
considers, at the same time, mechanisms for 
families not to slide back into poverty, asset 
accumulation holds, obviously, a privileged 
spot. In the reviewed literature, we found al-
most complete consensus over the fact that 
any sustainable exit from poverty for a family 
had to combine asset availability, specific hu-
man capital formation, technology changes, 
and adequate market access conditions.  In 
this respect, there is an apparent match-up 
between financial services and CCT pro-
grams, however, there is scant information 
available to poor households about the ad-
vantages and disadvantages of financial as-
sets (highly flexible as well as providing pro-
tection against risks) in comparison to fixed 
assets (livestock, land, machinery) or specific 
human capital (training).

Finally there are potential synergies to be gen-
erated between CCT programs and programs 
designed to facilitate access to financial ser-
vices, in particular thanks to technologies 
and innovations that the microfinance sector 
offers, and could be applied in unconvention-
al settings such as the households benefited 
by CCT programs.  The development of initia-
tives and pilot projects for promoting saving, 
credit and insurance that take advantage of 
these synergies is highly important.  Which 
of these alternatives it would be advisable to 
pursue and how to do it will depend on the 
institutional circumstances of CCT programs 
and the microfinance sector of each country.


