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Introduction 

Although it is a recognised human right, 80% of the world population lack social protection. 

Article 22 of the Universal Declaration of Human Rights states: “Everyone, as a member of society, 

has the right to social security”, which encompasses “…the right to security in the event of 

unemployment, sickness, disability, widowhood, old age or other lack of livelihood in circumstances 

beyond his control.”  

The economic crisis of 2008-09 highlighted the vulnerability of populations across the globe and put 

the extension of social protection firmly on the international agenda. A number of fiscal stimulus 

packages enacted to limit the effects of the crisis contained social protection provisions, from 

Western Europe to China. There have also been renewed efforts at the international level to address 

this lack of access to social protection. The Social Protection Floor Initiative is the most notable 

example, co-led by the International Labour Organisation and the World Health Organisation, with 

the participation of a number of UN agencies, as well as the Bretton Woods institutions. The 

initiative advocates the provision of a minimum level of access to essential social security services 

and social transfers. This policy agenda has been endorsed by a number of countries and by the G20 

Employment and Labour Ministers in April 2010. 

The cornerstones of social protection in developed countries – employment-linked social insurance 

systems and means-tested safety nets – are not easily transplanted in most developing countries. The 

prevalence of informal labour limits the potential coverage of the former and makes direct income 

verification almost impossible. Employment-linked social insurance systems do exist in most 

developing countries but often have limited coverage, leaving the majority of the population outside 

their remit. Only 26.1% of the working-age population in sub-Saharan Africa have access to old-age 

coverage, 17.1% to protection against employment injury and a meagre 1.1% to unemployment 

insurance. Other developing regions have slightly higher levels of protection but are still 

considerably below the level of developed countries. On the other hand, providing non-contributory 

social assistance at a level sufficient to reduce poverty can take up a significant proportion of public 

budgets and therefore requires a lot of political support. 

A number of innovative social protection instruments have emerged in developing countries in the 

past decades and their success has generated substantial interest among donors and in other 

developing countries. These new instruments are meant to be better adapted to the socio-economic 

realities of developing countries. Four interventions are examples of social innovation in 

development practice: Conditional Cash Transfers, India’s Employment Guarantee Scheme, 

Unemployment Insurance Savings Accounts and Community-Based Health Insurance. Each of these 

instruments was first implemented in a developing country, often starting with small-scale pilots, 

and later expanded and replicated. Their success also demonstrates the potential for peer learning, as 

they have been expanded and implemented in other countries. But important questions remain: How 

successful have they been in extending coverage? Can they be used as models for other countries and 

other forms of risk and thus contribute to securing the right to social protection? And finally, are they 

just another fashionable trend in development, or are these schemes the beginning of 

institutionalising a comprehensive approach to social security in developing and emerging 

countries? 

This Development Centre paper presents the instruments as well as the evidence supporting their 

expansion and attractiveness. It examines how successful they have been and against what 

objectives, and whether they are viable policy options for other emerging and developing countries 

looking for ways to protect vulnerable parts of their populations.  
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I. CONDITIONAL CASH TRANSFER 

A regular cash transfer conditional on a set of behaviours 

Description 

Conditional cash transfer (CCT) programmes make monthly or bi-monthly payments to households 

with income below an eligibility line, the disbursement of which is conditional on meeting a set of 

requirements. These typically include children’s school enrolment and attendance, vaccinations and 

regular health check-ups for children and pregnant women. Conditionalities are monitored on a 

regular basis to ensure that they are satisfied and benefits are blocked or cancelled when they are not.  

CCT programmes started in the late 1990s in Mexico and Brazil with pilot projects, where they have 

subsequently developed into nation-wide programmes. Around 10 years later, 29 developing 

countries have implemented some form of conditional transfer: including almost all Latin American 

countries, three countries in Africa and a number of countries in Asia, including Pakistan, India and 

Indonesia. 

Objective 

CCTs pursue a dual objective: 1) poverty alleviation through a regular and reliable cash transfer; and 

2) incentivising human capital formation by improving the education and health of the population in 

order to break the intergenerational transmission of poverty. 

Pros 

 Short-term poverty alleviation through the cash transfer 

 Long-term capacity building (education, health) 

Cons 

 Constant monitoring necessary  

 Complex instrument due to numerous actors involved 

 Means tests can lead to exclusion errors 

Prerequisites 

 Sufficient social infrastructure (schools, hospitals, etc.) for beneficiaries to fulfil 

conditionalities 

 Payment system: an agency or authority that distributes the cash transfer 

Ingredients for success 

 Good quality of education and health services 

 Regular and reliable monitoring 

Cost 

Brazil and Mexico, the countries with the largest CCT programmes, spend around 0.45% of their 

GDP to finance them (USD 7.1 billion in Brazil, USD 3.0 billion in Mexico). This represents 2.0% of 

social spending in Brazil and 4.3% in Mexico. Administrative costs are 2.5% of total programme costs 

in Brazil and 2% in Mexico. Bolsa Família benefits 12.5 million households in Brazil, Oportunidades 

5 million households in Mexico. In both countries households receive on average around USD 50 per 

month. Other countries can have decisively lower cash transfers, for example Chile, with USD 10 per 

household per month. 

Which actors need to be involved? 

Government, ministries, schools, health centres, a financial intermediary, states and municipalities 

have to co-operate for the successful implementation of a CCT programme. 
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Assessment 

Results have shown that CCTs had positive outcomes concerning the objectives to improve capacities 

and reduce poverty: In Brazil only 1% of children of Bolsa Família beneficiaries did not attend school 

on a regular basis compared to almost 12% in families without the cash transfer. In Mexico children 

increased schooling by an additional 10% (or 0.66 years) through the scheme. The scheme was 

responsible for 20% of the fall in inequality in both countries even though governments spend less 

than 0.5% of GDP on CCT programmes. The conditionalities are also an important feature to justify 

the programme politically, especially in societies which are less in favour of income redistribution.  

Programmes require a low share of GDP and social spending and are affordable for most middle-

income countries. The small amount of the transfer is sometimes criticised, as transfers are not 

sufficient to lift large parts of the poor out of poverty. Although the reduction in the number of 

people in poverty is relatively small (the headcount poverty ratio is reduced by 8% in Brazil), the 

transfer has a larger impact on the depth of poverty; in Brazil, the poverty gap – which measures 

how far incomes are under the poverty line – is reduced by 18% by the programme.  

Concerns have been raised on the supply-side of services. If public education is of lower quality, 

such programmes are not sufficient to give poor children the same chances as children from 

wealthier households. However, just emphasising the importance of schooling and health can raise 

awareness among beneficiaries and provide them with levers to demand better services. It remains 

unclear whether CCTs can be successfully implemented in low-income countries, as many lack the 

prerequisites – such as social infrastructure and funding to provide universal access to schooling – 

that are essential to implement this complex instrument. Apart from institutional requirements, 

financial restrictions may impede countries from introducing CCTs. 

Conditional Cash Transfers in the World: 1997 and 2008 

 

CCTs in practice: Brazil’s Bolsa Família 

The Bolsa Família programme, launched in 2003 
after the unification of four pre-existing CCTs, is 
given to families with a per capita income below 
140 Brazilian Real (BRL) (USD 80, poverty line). They 
receive a monthly stipend of BRL 22 (USD 12) for 
each child up to the age of 15 (up to a maximum of 
three children) conditional on school attendance, 
vaccination and visits to health centres. For families 
with youths aged 16 and 17 a cash transfer of BRL 33 
(USD 20) is paid (up to a maximum of two children) if 
they remain in school. Families with per capita 
income below BRL 70 (USD 40, extreme poverty line) 
receive an additional transfer (a flat sum of BRL 68) 
to alleviate poverty. Families in extreme poverty 
without children under the age of 18 also qualify. An 
important feature of the programme is the choice of 
the mother as the recipient of the cash transfer, 
generally the primary caretaker, which strengthens 
her role within the family. 

Source: A. Fiszbein and N. Schady (2009), Conditional Cash Transfers: Reducing Present and Future Poverty, 

The World Bank, Washington, DC. 

DDiidd  yyoouu  kknnooww??  

Around 30 million households receive conditional cash transfers in the developing 

world. 
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II. NATIONAL RURAL EMPLOYMENT GUARANTEE ACT 

A guarantee of 100 days of paid employment for every household 

Description 

Since 2005, the Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) of India 

grants to rural households the right to 100 days of paid employment per year, at a minimum wage. 

These are spent working on projects which are beneficial to the community (e.g. infrastructure 

building) to create sustainable assets that improve the community’s infrastructure as a whole. 

Communities must offer employment within 14 days to people looking for work within the district. 

In effect it represents a permanent universal public works programme. 

Objective 

The scheme provides short-term poverty alleviation (especially for rural workers during the lean 

season) and long-term asset building in communities. 

Pros 

 Short-term poverty alleviation 

 Creates assets that improve the long-term outlook for the local economy 

 Self-targeting through low wage offered 

Cons 

 Only for able-bodied individuals 

 India struggles with providing enough person-days of work  

Prerequisites 

 Efficient administrative system that allocates job cards and salaries to workers without being 

captured by intermediates (for example local authorities) 

Ingredients for success 

 Involve the district or local government to identify infrastructure needs to build useful assets 

 Provide childcare to allow parents to work 

Cost  

In 2009-10 India spent USD 7.1 billion to finance the MGNREGA (around 0.45% of GDP) with 

administrative costs amounting to 3.3% of total programme costs. The long-term costs continue to be 

unclear, as person-days of work offered are still below demand. The total potential cost (depending 

on effective requests for work) is estimated to be between 1 and 5% of GDP. 

Which actors need to be involved? 

Government and district and local government have to co-operate for the successful implementation 

of the MGNREGA. A reliable payment system ensures that resources reach the designated actors and 

workers. 

 

 

DDiidd  yyoouu  kknnooww??  

India guarantees the right of 100 days of paid work to every rural household.  
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Assessment 

The MGNREGA was expanded from rural Maharashtra to all rural India from 2005. Person-days 

worked under the programme are steadily increasing but remain well below the 100 days goal, and 

there remains unsatisfied demand. In 2006-07 they were as low as 17 days per household, increasing 

to 54 in 2009-10. 

Simulations carried out before implementation showed that the poverty rate would fall from 34% to 

25% if the programme was implemented with a wage rate of 40 Indian Rupees (INR)/day, and to 21% 

with a wage rate of INR 50/day in rural India, with higher proportionate impacts for the poverty gap. 

The headcount ratio is reduced by 28% and the poverty gap by 37% using a wage rate of INR 40/day. 

With a wage rate of INR 50/day the percentages amount to 40% (headcount ratio) and 46% (poverty 

gap). 

Although direct poverty reduction is recorded, the benefits of the EGS programme have been 

indirect rather than direct. It has, for instance, raised agricultural wages by making labourers 

reluctant to accept less payment than the official minimum wage. It has also acted as an insurance 

against unemployment, although the increase in employment and income generated may not be 

substantial. Furthermore, it has stabilised income for rural households as work has been provided 

during the lean season. There is evidence that this has helped poor households smooth income and 

reduced their need to make adjustments by cutting down on food expenditure, selling livestock, or 

taking expensive loans. 

Complaints about mismanagement and corruption have been common, such as delayed or missing 

payments and preferential treatment of people when giving out limited work opportunities. These 

setbacks have led to modification in the scheme’s implementation, such as the use of financial 

intermediaries rather than local authorities for managing payments. 

The expansion of the national rural employment guarantee in India 

Days per rural household in fiscal years 2006-07 and 2007-08 

 

Source: J. Drèze and C. Oldigues (2009), “Work in Progress”, Frontline, 14 February. 
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III. COMMUNITY-BASED HEALTH INSURANCE 

Voluntary health insurance organised within a community 

Description 

Community-based health insurance (CBHI) is a small-scale, not-for-profit voluntary health insurance 

programme based on risk-pooling within a community, organised and managed in a participatory 

manner. Members pay a monthly contribution into a community fund, from which they can claim 

support to pay the costs in the event of major health expenditures, usually hospitalisation. 

Objective 

CBHI intends to improve access to health care for the rural poor in the absence of (universal) health 

coverage. 

Pros 

 Raises awareness about health issues in communities   

 Protects members mostly against low-frequency, high-cost illnesses (hospitalisation) 

 Peer-monitoring facilitates internal control, as communities are small enough for members to 

know each other 

Cons 

 Low number of participants: with a small risk pool, one single expensive health claim can 

lead to bankruptcy of the whole scheme 

 Members still have to pay substantial out-of-pocket expenses in case of illness; lack of full 

protection 

 The poorest are often excluded because of premium payments 

Prerequisites 

 Viable health-care provider nearby (hospital, health centre) 

Ingredients for success 

 High levels of social cohesion and solidarity among the participants to facilitate organisation 

and internal control of the scheme 

 Subsidy or reinsurance by the government or another intermediary (for example an NGO or 

reinsurance company) to protect small risk-pools 

 Quality of health care provided  

Cost  

Member contributions in the schemes examined range from USD 1.5-2.5 to about USD 20 per year 

per capita in sub-Saharan Africa and rise to as much as USD 25-30 per year per capita in Asia 

(Philippines, rural China). The largest part of the premium is used to pay health claims. Pilot 

schemes in Africa typically spend 5-10% of their total annual expenditures on administration, 

compared to 10-12% for commercial health insurance schemes. The main reason for the low 

administrative cost ratio is that many functions are performed by volunteers. Most CBHI recover 

between 25% and 50% of health costs. 

Which actors need to be involved? 

A non-governmental organisation or a private for-profit company, communities, a hospital or health 

centre. These schemes are frequently established by micro-finance organisations. 
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Assessment 

The performance of CBHI has been modest in terms of coverage. On average the schemes reached 

under 10% of the target population although they do have the potential to further develop and 

expand. CBHI can improve access to health care for the poor population and provide effective 

protection by reducing out-of-pocket expenses for its members. The insurance scheme is able to 

empower clients and provide them with levers to improve the quality of health care supply through 

participatory processes. However, the scheme fails to provide protection to the poorest members of 

the community and can even exclude them from accessing care, as members of the scheme are 

favoured. Governments could strengthen community financing, for example, by subsidising 

contributions made by the poor, providing technical assistance and creating links with formal health 

care networks. 

This form of insurance can supplement public action that provides health infrastructure but should 

be seen as a complement, not a substitute, for government involvement in health provision and 

finance. Beyond ensuring the supply of health care, government also needs to facilitate risk-pooling 

through direct reinsurance and financing or through enabling other actors to take on those 

responsibilities. 
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IV. UNEMPLOYMENT INSURANCE SAVINGS ACCOUNTS 

Individual accounts to finance unemployment allowances 

Description 

Unemployment Insurance Savings Accounts (UISA) are individualised savings accounts to which 

employers and employees pay monthly contributions (share of wages) to save up for possible 

unemployment spells in the future. In the event of becoming unemployed, workers can withdraw 

funds from the account at a rate dependent on the account balance and the contribution history. A 

solidarity fund from the government can top up the benefits of unemployed workers who have 

insufficient balances in their accounts in certain cases. At the end of a person’s working life, the 

account balance is reverted to them or added to their retirement savings. 

Objective 

UISAs provide low-cost unemployment insurance that is more robust to moral hazard and false 

claims. Moral hazard is reduced as the unemployed person has an incentive to find work as quickly 

as possible as their unemployment benefits are withdrawn from a personal account. For the same 

reason, there is also no incentive to declare oneself unemployed while working in the informal sector 

(`double dipping’). 

Pros 

 More robust to moral hazard than pooled pay-as-you-go unemployment insurance 

 Affordable due to lower costs 

 Higher flexibility for employees, as they can leave a job voluntarily and have access to their 

account (although not to the solidarity fund) 

Cons 

 Only for formal sector employees 

Prerequisites 

 A robust system to collect payroll taxes 

 A sufficiently stable macroeconomic and political environment to ensure the credibility of the 

system over the working life of employees 

Ingredients for success 

 Independent agency to administer the accounts and the solidarity fund 

 Countries should have sufficiently large salaried formal employment, otherwise very few 

people can benefit from the scheme 

Cost  

UISAs are fully funded by employee and employer contributions: Unemployment benefits are raised 

through monthly contributions without governmental resources. There is an additional but possibly 

low cost for the government to ensure financial viability if a solidarity fund is implemented. For 

example, the Chilean government contributes USD 14.5 million per year to the solidarity fund.  

In Chile, the management of the resources was assigned to the firm that agreed to charge the lowest 

administrative fees. The commission charge amounts to 0.6% of the total amount of accumulated 

resources. 

Which actors need to be involved? 

The government passes the law to organise UISAs and make affiliation mandatory, an independent 

agency administers the funds and employers and employees contribute with a monthly payment. 
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Assessment 

Unemployment Insurance Savings Accounts have been in place for a long time in a number of 

countries. Their performance has been volatile in some cases, reflecting economic and financial 

instability. In Brazil, for example, the problem was especially acute between 1968 and 1979 due to 

hyperinflation, where real losses of saving accounts were considerable. Deposits started with a 

nominal interest rate of 3% and depreciated over 40% during this period. UISAs are better suited to 

developing countries and emerging economies with a stable economic framework. 

The addition of a solidarity fund is an innovation brought in with the Chilean reform of 2002. The 

Chilean case shows evidence that UISAs can improve work incentives, but that these may have to be 

balanced against the ability to protect poorer workers or those with shorter contribution histories. 

Those unemployed workers who do not have access to the solidarity fund tend to find jobs more 

quickly than those who receive assistance from the solidarity fund. Among those who receive funds 

from the solidarity fund (and therefore make use of the insurance component), those that depend 

more on the solidarity fund tend to take longer to find a job. This presents a clear sign that 

individuals indeed treat the UISA resources as their own and internalise the cost of unemployment 

insurance. 

UISA schemes provide a means to offer unemployment insurance in contexts where traditional 

mutualised unemployment insurance would be prone to fraud due to the prevalence of informal 

employment. However, while UISAs provide adequate instruments for self-insurance, they pool 

relatively little risk. Whether or not they provide adequate income protection is therefore debatable. 

Moreover, UISA programmes are not automatically linked to active labour market policies and 

placement services. Such links could help reduce unemployment rates and provide the means to 

match job-finding incentives. 

The Chilean Unemployment Insurance Saving Accounts 

 

Source: W.B. Conerly (2002), “Chile Leads the Way with Individual Unemployment Accounts”, Brief 

Analysis No. 424, National Centre for Policy Analysis, Dallas, November. 

DDiidd  yyoouu  kknnooww??  

Only 1.1% of the working age population in sub-Saharan Africa have 

unemployment insurance compared to 65.7% in North America. 
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Lessons for Development Practice and Policy 

A social protection system that supports citizens’ incomes when they are hit by shocks and that 

provides them with the tools to manage risk and smooth income and consumption over the life cycle 

supports pro-poor growth and poverty reduction. In the past two decades, a number of new social 

protection instruments and programmes – of which the four presented in detail in this document are 

prime examples – have been introduced in developing countries. These instruments appear 

substantially different from the corresponding public interventions in most advanced countries. A 

detailed examination of these four instruments shows them to pursue different, albeit overlapping, 

objectives. This fact needs to be taken into account when implementing them in other contexts. 

Moreover, these fashionable instruments should be thought of as complementary to other – perhaps 

more standard – social protection provision mechanisms in the construction of welfare states in 

middle and low-income countries. 

The attention that these innovative social protection instruments have received in academic and 

policy circles stems from both their novelty – the fact that they have been designed and introduced in 

developing countries – and their size, in terms of coverage. In this sense, the attention has been 

beneficial: it has helped improve the programmes themselves through academic analysis and peer-

learning and it has invited scrutiny into how public funds are used to foster poverty alleviation and 

social cohesion. 

They have been generally successful against their respective objectives and in providing formerly 

excluded groups of vulnerable people with a tool for risk management. Overall, they have been more 

effective in providing protection than pre-existing – more traditional – alternatives. They require 

relatively few financial resources, presenting affordable options for middle- and low-income 

countries. But the amount of financial resources devoted to each programme also matters: 

conditional cash transfers have lifted large parts of the population out of the worst forms of 

deprivation in Mexico and Brazil for an outlay of about 0.5% of GDP; the Indian rural employment 

guarantee act has the potential to do even more, but could cost as much as 5% of GDP when fully 

implemented. 

The four instruments presented here have scope for south-south transferability because they are 

designed to provide social protection in conditions characteristic of developing countries, such as 

high informality or highly seasonal labour markets. This transferability has limits: One key feature of 

these emerging social protection mechanisms is their search for efficient targeting through the use of 

incentive mechanisms. This ensures that a larger share of the funds reaches the target population, but 

imposes a higher administrative burden than universal entitlement. Countries must have achieved a 

minimum level of organisational ability to introduce these types of instruments, as they require good 

administrative capacities, with the exception of community-based health insurance which can be 

arranged through the community and external providers. Furthermore, societies differ decisively in 

their preference on how to organise social protection. 

Success in one developing country or even in several is, however, no guarantee that a public policy 

intervention is applicable, even less so optimal, in another country or region. Schemes may respond 

to particular features of one country or region and could therefore be complicated to implement in a 

different socio-economic framework. Conditional cash transfers might work smoothly in highly 

unequal, but relatively affluent Latin American economies with resources to distribute and sufficient 

social infrastructure to justify and monitor conditionalities, but it could be misguided to implement 

them in certain African countries, where the necessary infrastructure is difficult to provide. Even 
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when the prerequisites are present, fashionable instruments may not correspond to the specific 

problems and the socio-economic environment in other countries. In a stark example, New York City 

implemented a scheme modelled on Mexico’s Oportunidades destined to improve educational 

outcomes, but extended to encourage achievement, rather than attendance. This programme was 

discontinued after a test period of three years after falling short of expectations. The set of 

opportunities and incentives as well as the hurdles faced by children in Mexico and New York City 

to improve educational outcomes may have been too different for the same set of instruments to 

perform efficiently. 

The presented instruments have effectively extended coverage in their originating countries, but 

individual instruments can still only reach a fraction of the population. All four programmes leave 

some of the poorest and most vulnerable members outside, especially among the elderly, disabled 

and those with very low or irregular incomes. Fostering social cohesion requires social protection 

frameworks that integrate these or other new instruments with already existing social protection 

schemes so as to provide for all vulnerable groups in the population. In this context, it remains an 

open question how far these new instruments build upon or threaten to undermine more traditional 

forms of self-help activities. More work on how the various forms of social protection instruments, 

both formal and informal, can be brought together to increase coverage and protection needs to be 

done. The shape of welfare states in much of the developing world is in the making. 
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