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Nutrition and health programs are in most countries the primary
means of raising or maintaining the consumption of basic necessities
by the poor. In both arcas, a persistent failure of consumption or a
lack of timely aczess to services can have catastrophic consequences.
This report examimes the targeting of nutrition and health programs to
protect the poor in six Latin American countries during the economic
crisis that began at the end of the 1970s and persisted through most of
the first half of the 1980s.

An economic emergency puts downward pressure on government
budgets at the same time that it raises the risk of deprivation among
vulnerable groups. Both forces increase the urgency of targeting. At-
tention to the targeting of social programs is vital, however, even
when an econemy is tlourishing, because it is a fundamental determi-
nant of the effectiveness and cost of the interventions.

Although nutrition and health programs are often advocated on
humanitariars grounds, they (like education) also represent invest-
ments in human resources that have payoffs for both the recipients
and society. Accurate targeting diminishes the chance that public in-
vestments in human capital will simply replace those private invest-
ments that would take place anyway, and it increases the probability
that government programs will help to equalize opportunities rather
than exacerbate inequities.

This report reviews methods for targeting nutrition and health
programs to reach the poor by examining the experiences of a sam-
Argentina Brazil, Chile, Costa

ple of six Latin American countries
Rica, Dominican Republic, and Mexico—over the last decade. Food
programs come in several varieties: general price supports, school
lunch programs, mother-and-infant nutrition supplements, and
acute malnutrition treatment programs. The six countries use many
different methods to target nutrition pregrams, and the ones that
have the best targeting records also tend to get the best results at the
least cost.

In health care, there are basically two problems: how to provide ad-



Table 1. Selected indicators for Six Latin Anierican Countries, 1986

Growth in Life

GNP GhP per year, Total expectancy Infant Urban population

per capita 1980-86 fertility at birth mortality population  per square

Country (dollars) (percent) (rcte) (vears) (rate per 1,000) (percent) kilometer
Argentina 2,350 -0.8 3.2 70 34 84 11
Brazil 1,810 2.7 35 65 67 73 16
Chile 1,320 0.0 25 71 22 83 16
Costa Rica 1.480 1.3 3.3 74 19 15 51
Dominican Republic 710 1.1 38 66 70 56 135
Mexico 1,860 0.4 3.7 68 50 69 41

Note: GNP is gross national product; Gop is gross domestic product. Dollars are U.S. dollars. All numbers are for 1986, except infanit mortality rate
and urban population, which are for 1935.
Source: World Bank (1987, 1988).



INTRODUCTION 3

equate public health interventions and how to guarantee access to a
minimum level of curative care. All six countries spend at least as
much per capita on health programs as Chile, but only Costa Rica
(which spends atleast a third more per capita than Chile) matches its
impressive record of accomplishment in health. Much of the eredit for
Chile’s Tow-cost, high performance record in the health sector must
be attributed toits extraordinary attention to targeting its subsidies in
that scctor.

Table T contains summary information on the sis countries, It is a
diverse group in every way, ranging from Brazil, with 1+0 million
people concentrated in its southeastern urban areas, to tiny Costa
Rica, with only 2.6 million citizens who are largely rural but rela-
tively densely settled. The Dominican Republic is far and awav the
poorest and most crowded of the countries. The table illustrates the
well-known phenomenon that social indicators in developing coun-
tries are at best weakly correlated with per capita income. Public pol-
icies definitely contribute to differences in those indicators. Chile
and Costa Rica, for example, have experienced declines in mortality
and fertility during the last two decades that far exceed what could
be expected on the basis of growth in income alone. As can be seen
in figure 1, the spectacalar redictions i infant mortality in Chile
have endured through the cconomic risis of the 1980s. In contrast,
Argenting, which ied this group of countries in life expectaney and
infant mortality in 1950, has dropped to third place for those indica-
tors even though it still has the highest per capita income for the
sroup.

[ncome or consumption subsidies are determined by a political
process inwhich targeting, costs, and benefits are important but are
not necessarily decisive. Subsidies are often distributed so as to se-
cure patronage, votes, or chients rather than assist the poor, who
rarely have political clout. It may therefore appear naive to discuss
social programs, as this report does, with only passing reference to
the political forces that create them. Even so, many social programs
are ostensibly directed to the poor, fou are defended on purely polit-
ical grounds, and administrators exercise considerable diseretion in
allocating legisiated benefits. Examining how existing programs are
targeted, how targeting can be improved, and what characteristics
seem o be important insuccessful programs can provide a basis for
better legislation and better administration of interventions.
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Figure 1. Infant Mortality Race, 1960-85
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Identifying and Targeting the Poor

The most obvious. intrusive, and expensive wav to target programs is
to use social workers to classify houscholds by their per capita in-
comes or to identifv other characteristics that might qualify them for
assistance. Alternatives that can achieve similar results at low cost or
with less direct intervention are attractive for many reasons, however,
not the least of which is that resources can be channeled to benefits
rather than to administrative costs, These alternatives include target-
ing by geographic location, age, nealth probiems, and self-selection,
(See box I for Chile’s comprehensive approach to targeting.)

Targeting by Geographic Location

No matter how poverty is measured, the most common characteristic
of the poorin Latin America is rural residence. In Mexico in 1977, the
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Box 1. Chile’s Ficha CAS Eligibility System

The Chilean government has developed a su=vey technique (the Social Stratifi-
cation Survey or Cas card-~ficha cas in Spanish) to identify the poor systemati-
cally and to determine the benefits for which they are eligible from most sociat
programs. The system s based onasurvey form thatis administered by a social
worker, who classifies the houschola according to the characteristics of the
dwelling, the educational and tabor status of each family member, ana family
income. Ditterences between rural and urban dwelless are taken into account,
The sodial worker has some discretion in making this determination, but the
same questionnaire s ased tor every heusehold. Oncthe basis of the survey, the
government’s intention s toidentify the poorest 30 percent of the population
and provide them witnoan eligibility card. The card will determine the amount
of housing subsidies, income transters, ond school tood programs to which the
household s entitled

Chile’s approach fuas tour major advantages: Bthe survey weehnique works
well, the poor will beadentitied ina positive manner (rather than waiting for
them to use programs to which they are entitled), and they will be informed of
the programs tor which they quabite Gradations of need will be esplhiatly reeog,
nized, rather than all o nothing poor/nonpoor catey ories. A variety of factors
other than houselold income are taken mto account, which makes the eligibil
ity process mere sensitive to the physical characteristics of poverty, Finaily, it
unifies eligibility requirements across intcventioas, allowing administrators to
understand better the interacions of benetits trom muftiple programs,

On the negative side, alb intervention s cimnot be targeted i this manner. Nu-
trition programs, for examyple, may require additienal targeting, mechanisms be-
cause they are intended o certain age groups (children) and conditions
(pregnaney). The procedure s also expensive and may not result in any better
coverage than less precise methods, aithough we do not know enough about
targeting to know how eftectively ditterent methods identity the poor. Under

any circumstances, it is ain experiment that deserves carctul evaluation,

bottom 30 percent of the income distribution was made up entirely of
rural houscholds. I Brazil in 1983, roughly 18 percent of all people
lived in houscholds with per capita incomes below a fourth of the
minimum wage. Of this group, 58 percent were rural, although only
27 percent of the total population lived in rural arcas. Nearly 50 per-
cent of the poor lived in the Northeast. In Argentina, a criterion tied
primarily to deficiencies in the physical condition of housing (lack of
toilet racilities, overcrowding, or unsuitable dwelling) put 22.3 per-
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cent of all houscholds in the 1980 census below the poverty line. In
the five most rural provinces (out of twenty-four), 43 pereent of the
houscholds were poor. In Costa Rica in 1983, according to a poverty
line tied to the cost of a minimum bundle of food, 25 percent of the
population was poor, of whom 12 pereent were classificd as in ex-
treme poverty. Although 53 percent of the population lived in rural
areas, 67 percent of the poorand 70 percent of the extreme poor were
rural. In the Dominican Republic the level of absolute poverty is
greater than in the other countries, but the rural concentration uf the
poorest is similar,

To summarize, for cach country and poverty measure a tourth toa
fifth of the population has boen identified as poor, with the incidence
of poverty much higher in the countryside. Focusing on rural areas is
thus asimple wav to reach many of the poor. Byen within cities, £eo-
graphical targeting makes sense because the poor tvpically live in
well-defined arcas. Yet some programs can be difficult and expensive
to deliver to sparsely populated rural arcas, and targeting solelv ona
geographical basis inevitablv results in leakages to people who would
not quality on other grounds.

Tarqeting by Age

Targeting by age o a practical aethod for reaching specific groups
made vulnerable by events in the life cveles Targeting benefits to
voungstors, for example, reaches g group ata stage when investments
in human capital are niost userul and when concern for the sticky po-
litical question of work incentives has little relevance. Often children
are concentrated in low-income households and have virtually no
control over their circumstances. In Bravil, 62 pereent of the country’s
children live in the poorest 40 percent of the houscholds. §louscholds
in the top income quintile (with onlv 8 percent of the children) have,
on average. about 90 times more resources available per child than do
the poorest 40 pereent of houscholds (Birdsall and Griffin 1988).

Children’s physical needs and opportunities to supplement their
consumption vary as they grow. From infancey to the ape of five vears,
targeting children means targeting mothers. Some of the younger
children can be reached in day care centers, especially if the mothers
live and work in cdities. School-age children are easier to reach, but
often the poorest children do not attend school, and schools are r rarely
in session more than 200 days a vear,
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Targeting by Health Problems

Health programs for specific problems, such as family planning,
immunizations, malaria, and schistosomiasis, tend to be well-
targeted to the poor beceuse those are the problems of the rural
poor and uneducated. Many nutrition and health programs are tar-
geted to pregnant women and their babies, both of whom are casily
identified although sometimes difficult to reach. Some programs
are triggered by physical signs of distress, such as poor weight-for-
height scores, a history of infant deaths in a houschold, or treat-
ment in a hespital for malnutrition.

Targeting by Self-Selection

A subtle type of targeting depends on clients themselves selecting a
program, usually or the basis of their sensitivity to costs or the
attractiveness of the goods and services being delivered. Programs
can be targeted by the tvpes of goods and services provided, when
they are provided, how they are provided, and by different combina-
tions of price and quality. A World Bank nutrition project in Brazil that
required clients to purchase food coupons found that with a subsidy
rate of only 30 percent, 7% percent dropped out within a yvear but with
a subsidy of 60 percent, only 26 pereent dropped out. The poorest
houschiolds found it difficult to scrape together enough cash to buy
the food coupons. Program directors found that administration was
less expensive and targeting was more effective when they simply
provided general price subsidies on sclected foods in carefully chosen
stores and limited the quantity that could be purchased. The combi-
nation created an effective self-selection mechanism because the poor
shopped at those stores anyway and tended to purchase small quanti-
ties eacn time. The rich, however, found the store locations and the re-
strictions on quantity to be a great inconvenience (Berg 1987).

Summary

It is evident from tne feregoing that targeting programs to the poor
can be improved if attention is paid to a few basic charactoristics. A
full-blown social welfare bareaucracy is not a prerequisite. Programs
that can be approximately targeted to the poor by geography, age, or
health problems can be precisely targeted by adding a sliding scale of
fees or a self-selection mechanism that differentiates levels of need.
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Box 2. Targeting an Emergency Food Program in Argenting

The National Food Program {(PaN) was created in 1984 as a direct response to
economic deterioration in Argentina. It was concenved as a temporary pro-
gram to help vulnerable tamilies througn che crisis by delivering boses of
food to them. The provram periodicallv delivers 30040 pounds (1415 Kilo
grams) of nonperishable tood such as milk, suyar, wheat flous. maize tlour,
oil noodles and rices Pish, meat, and other produacts are adided to the boves
on a rotating, bass

The program was imoally tpeted geographicaliv: boves were distributed
only in arcas where poor nonseholds, identitied priman'y by deticiendies in
their dwellings, were concentrated. In addition, within fargeted areas priovity
was piven fo harseholds haviog, pregnant women or small children. Atter the
first two vears of operation, about 3 percent of Al houscholds were TCCCTVITg,
ran food boy ’

Although there are no tatsties ondistribution o the boves by inome, it
households are divided o quintles by education of the honsehold bead, the
distribution ot Py boves strongly Lavors gioups with hitte education. About 44
percent of the lowest quanle, 25 percent o the second Towest quintile, and 13
pereent of the third- loswest quintile were recenving boxes i 1986, Fhere was it
te Teakage o the top two quintiles. An evaluation of <chool food programs
Dund that of schoolchiddren displaving signs of Chronte malnutrition (retarded
height forage), about 3o percent were i ing i households recerving e, boves,
By both measures cducation and nutsitional status the criteria tor targeting
grographic areas and households with mothers and chifdren worked reason
ably svell althoangh they worked better in preventing leakages than in reaching
all of the lowest educational quintile. Phyadcians, however, complained that rax

reduced attendance at maternal and ¢Bild health clinies because a mother could

pet milk from ras boes without goetting a checkup for her baby. J

Box 2 explains how targeting a combination of geographical and
mother-child characteristics worked 1or a food program precipitated
by the economic erisis in Argentina.

Nutrition Programs

The six countries have several types of nutrition programs: general
M 8 b

price subsidics, targeted price subsidies, school lunch programs, and

mother-and-infant feeding programs.
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General Price Subsidies

General price supsidies for foodstuffs are expensive and notoriously dif-
ficult to target. In Mexico, the national food distribution agency has sup-
plied subsidized food through government outlets in cities for many
decades. By 1983, those price subsidies consumed 1 percent of gross na-
tional product (GNP). The subsidy was subsequently timited to two foods
and was better targeted; by 1986 expenditures fell to 0.2 percent of GNp
(sce box 3). In the Dominican Republic, two different institutions provide
general price subsidies for tood, but there is no knowledge of who bere-
fits from the susidies or of theirnet cost. The larger of the two programs
had sales in 1985 well over 100 million. (All dollars are U.S, dollars) If
the implicit subsidy were onlv 3 percent of sales (probably a gross under-
estimate) 1t would represent an amount large enough 1o pay tive times
the cost of existing programs targeted to mothers and children in that
desperately poor country, A general wheat price subsidy of $8 per capita
in Brazil consumed more than half of Brazil's federal expenditure on
food programs in 1986, In contrast, iwo general price subsidies targeted
geographically through shops in arban slums provided a subsidy of $7
percapita to the target populations ata total cost of less than 3 pereent of
the untargeted wheat program.

Neither Costa Rica nov Chile provides yeneral price subsidies for
food. In Cesta Rica, as a matter of fact, producers enjov tantt protee-
tion for rice, beans, and sugar, winch reises the price paid for those
staples by consumers. [n both countries, the government took emer-
geney steps to help the poor during the ecconomic crisis. Costa Rica set
up a temporary food aid program that distributed food packets to
houscholds targeted by local committees, Chile concentrated govern-
ment efforts on emplovment programs for the poor, leaving dirvect
food subsidies primarily to private charities. Although general price
subsidies are helpful during an economic erisis, as any income supple-
ment would be, the per capita amount is usually so small that it offers
little protection to the families most in need of help. Box 4 explains
how improving the targeting of food subsidies can raise the subsidy to
people most in need without necessarily spending more money.

School Luncit Progriams

School lunch programs are usually targeted to a specific age group ro-
gardless of income, although some countries in the sampie stretch
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Box 3. Target'ng General Food Price Subsidies in Mexico

In 1986, Mexico added several targeting mechanisms——a tortilla program, a
milk program, and a maize program—to its general food price subsidy pro-
grams. The system now subsidizes only tortillas and mitk directly in urban
areas, plus maize inural areas.

For the tortilla rogram, food coupons are sold in urban areas that can be ex-
changed only for tortillas, The effective price subsidy under the program was
about 75 ¢ ereent in 1985, when @ tortilla coupon that purchased 130 pesos
worth of tortiilas sold for 32 pesos. Seventy percent of the coupon outets are
in low-income neighborhoods, and 6 million households are covered by the
program. Houscholds qualify for the program with anincome below two mini-
mum wages, which is certified by a social worker who visits the applicant
houschold. Thus there are three targeting mechanisms—the commaodity (tor-
tillas only), geography (low income urban neighborhoods), and a means test
(below two minimum wages). The mechanisms are workable, but the targeting
criferia are not restrichive

Although most tortitla coupon outlets are in low-income neighborhoods,
there are substantial Teakages, primarnily through trade unions, to higher-
income grovps, The income limitis hiph enough to include 48 perceat of all
Mexican housceholds according ta the 1983-84 Naticnal Income and Expendi
ture Survey. Morcover, the income elasticity for tortillas estimated in that survey
is above one, indicating that tortilla consumption increases in percentage terms
faster thaw income. Tortillas are quite possibly ¢ luxury for extremely poor
houscholds, in contrast to staples such as maize, grain, nd beans.

The subsidized mils program works much like the tortilia program. It is urban
(Mexico City accounted for 75 percent of its coverage in 1986), distribution units
are primarily in poor neighborhoods, the same income limit applies, and the
amount of the subsidy i+ about 70 percent. In addivon, eligible households
maust contain at least one child under twelve years of age. The volume of milk
and frequency of delivery depend on the number of qualifying children,

The price subsidy for marze applies only to rural areas, which do not partici-
pate in the other two programs. The subsidized price of maize is approximately
the same as the whalesale price, so the e price subsidy targeted to rural
households provides a substantially lower offset against the market price than
do the urban programs,

The obvious problem with these food programs is that the bulk of the subsi-
dies goer to urban households, whereas the bottom 30 percent of the Mexican
income distribution is rural. Yet the potential for targeting the new programs is
much better than the general price subsidy they replaced.
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Box 4. The High Opportunity Cost of Failing to Target

Reallocating only part of a general price subsidy to targeted programs can make
an enormous difference in the effectiveness and cost of nutrition interventions.
In 1986, Costa Rica spent about $11.15 per capita on food programs, about half
for school lunches and half for mothers and children. Brazil spent $13.80 per ca-
pita on food programs in the same year. but well over half of Brazil's spending
was on poorly targeted generat price subsidies, Brazil's wheat price subsidy in-
volves importing nearly 35 percent of the required wheat, so it has a high for-
eign exchange cost as well,

Brazil spent about $11.60 per schoolehild in 1986 for meals, 60 percent less
then Costa Rica. For mothers and children, Brazil's broadly targeted national
milk program spent an average of $4.50 per recipient, its supplementary food
program spent $17.35 per recipient, its day care ©od project spent $3.41 per
child, and a small complementary food program spent $7:4 per person. If
Brazil's spending per bencticiary were summed across programs (as if they all
reached the same recipients, which they do noty, Erazil’s total subsidy per bene
ficiary would be less than Costa Rica's $150 In addition, in Brazil almost all
subsidies go to urban areas, whereas in Cost1 Rica most of cach type of expendi-
ture poes to raral beneficiaries

Some people argu e that Costa Rica’s progrant is expensive, but if Brazil were
to eliminate its general price subsidies and target school luneh and mother child
programs more carefully. it could achieve spending levels for those groups that
mecet or exceed Costa Rica’s per capita outlays and still reduce its total expendi-

ture on nutrition programs.

their budgets by targeting specific schools or children. Others reach
beyond the school walls and school year to maintain nutrition supple-
ments for needy chiidren or those too young to attend school.

In Argentina the school lunch program is a federally assisted pro-
gram providing a complete lunct, a cup of milk, or supplemental food
to schoolchildren. Itis fully financed by federal funds in 40 percent of
the provinces and is supplemented by locat funds in the remainder.
The program’s first criterion of targeting is the rer capita income of a
province. According to this criterion, Buenos Aires, as the weaithiest
jurisdiction in the country, receives no federal funds. The second cri-
terion of targeting is the location of rural schools within districts, al-
though not all provinces differentiate among schools. The third
criterion of targeting is that within the schools children may be cither
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self-selected or designated by teachers’ evaluations of need. In some
districts all children in a targeted school are given free food.

An evaluation of the program in 1985 found that it was missing
many childrer: in unsubsidized schools who needed diet supple-
ments, and the poorest rural schools tended not to participate at all
because they ha. ne Kitchen facilities. Many of these problems
could be solved within the current budget if, instead of targeting
subsidies to schools, they were targeted to children specifically.
The evaluation suggested use of anthropometric measures to iden-
tifv cligible voungsters.

In Brazil, all clementary schools are covered by a federally funded
school tunch program. The program is completely untargeted, provid-
ing free meals to all childven attending public primary schools, It cost
about 12 per child per vearin 1986, In that vear the program was ex-
tended from IR0 davs to 260 davs a vear, and children aged four to six
years were allowed to participate. The number of children receiving
meals increased by nearly 30 pereent in the first vear of the expan-
sion, to more than 30 million. Brazil also has a program for dav care
centers that provides four meals a day to children between three
months and six vears of age who qualify on the basis of low family in-
come and poor anthropometric measurements, It served nearly a mil-
lion preschoolers per month in 1986,

These changes obviously increased the food subsidies for children.
Yot Brazit spends an equivalent of half the total school lunch budget
to provide lunches for 2 mitlion adult male workers, That is a far
higher per capita expenditure on a group that is probably the least
likely to require anv nutrition supplement-- -peculiar targeting indeed!

in Chile, the school food program provided breakfast and hot lunch
rations to about a fifth of all schoolchildren (atiending 80 percent of
the country’s schools). Until 1980, teachers selected children to par-
ticipate in the program, but the ¢as card system described in box 1 is
now the primary determinant of who gets the subsidy. The meals are
designed to provide a third of the energy and half the protein require-
ments of the children. This program provides a minimum of 700 calo-
ries and 20 grams ot protein a day to qualifving children at a daily cost
of about $0.33 per child.

In Costa Rica, nearly half of nutrition spending is consumed by the
school lunch program. A 1986 analysis found that about 70 percent of
government expenditures on this program were captured by the bot-
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tom two quintiles of the income distribution. Yet when families whose
children (ages seven to twelve years) did not get food at school were
asked why, more than 40 percent of the bottora two quintiles re-
sponded that it was not available, and 35 percent of the poorest
quintile responded that the child was not in school. For even the poor-
est quintile, however, a quarter of the parents said that the child did
not get food because he or she did not need or did not like the food.

The Dominican Republic has a school food program, but a 1984
survey found that 98.5 percent of schoolchildren received no free
food at school. Out of the 1.5 percent that did receive food, two-thirds
belonged to the poorest 40 percent of the population.

What does this information tell us? First, targeting through schools
has many clements of a gencral price subsidy for an age-selected
group. It can be quite expensive. Targeting by school, as in Argentina,
can better focus the subsidy, but needy students may be missed be-
cause they attend a school that receives no subsidy. Students who do
not need or wart the food get it because they attend a subsidized
school. In'one of Argentina’s poorest provinces, reductions in budgets
in 1984 first caused services, such as the milk cup and snack, to be
dropped. Additional cuts in 1985 required that whole schools be
dropped because there was no mechanism in that province to target
within schools.

Second, targeting schoolchildren misses children who are not in
school. Some nutritionists contend that school feeding, programs ac-
tually come too late in life to alleviate nutritionally linked problems,
such as learning disabilities. All the countries have supplements for
very young, children, which will be discussed neat, but Brazil stands
out for its effort to reach children who are too voung to be in school
but too old to qualify forinfant feeding programs. Furthermore, only
Brazil and Chile have extended their school lunch programs beyond
the confines of the academic schedule. School lunch programs also
miss children who should be in school but are not. The Costa Rican
survey shows that these children may be some of the most needy.

Third, school-based subsidices tend to have an urban bias. In Argen-
tina, small, poor rural schools that can support neither a kitchen nor a
cook have no lunch program. Enrollment ratios also tend to be lower
in rural areas. Accordingly, although schools provide a convenient
means to reach an important age group, they are not perfect, Few
countries have good data on the characteristics of the cligible children
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who are missed, how they could be reached, and what it would cost to
reach them.

Mothers and Infants

Maintaining adequate diets for mothers and their babies puts food
supplement programs squarely at the interface between nutrition and
health. Some programs eftectively exploit this connection by using
nutrition interventions to attract mothers to health clinics and to iden-
tify children who need health care. Every country in the sample pro-
vides some kind of food program, uvsually milk supplements, for
expectant mothers and their small children.

Argentina provides powdered milk to mothers of children up to two
years of age, and the program is geographicallv targeted to low-
income areas. Buenos Aires is excluded. The allotment of milk is ade-
quate for 60 percent of the requirements of a newborn, but the
supplement declines rapidly as the child gets older. In the second vear
it provides about 14 percent of the calorie requirement of the average
toddler. The mitk s delivered through health care units, and the
mother must bring her eligible children with her in order to qualify for
the supplemerit. The mother (it pregnant) and her children are
weighed and cramined at the clivic. In 1986, this program targeted
delivery of 259,080 kilograms of milk powder but actually distributed
only a third of the goal in La Rioja, one of the poorest provinees.

The Dominican Republic has a nutritional surveillance program
that targets rural children under five vears old. More than 135,000
children were xamined during 1986 under this program. Severely
malnourished children were identified by health promoters and
brought to nutrition centers, and other children were provided vari-
ous forms of medical and food assistance. A 1986 survey found that
21 percent of all children under six vears of age were benefiting to
some degree from this and other nutrition programs.

Nutrition programs in Chile and Costa Rica are narrowly focused
on mothers and children, and relatively little money is spent for addi-
tional nutrition interventions other than school meals, In Chile, a
complementary feeding program is targeted to pregnant women,
breast-feeding mothers, and children from birth to the age of five
years. Beneficiaries who are not at nutritional risk are given a package
of food. Those at risk are provided substantially greater benefits, Reg-
ular medical checkups are obligatory in order to receive food through
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the program, and the visits must take place in National Health Service
clinics. That requirement creates some self-selection ont of the pro-
yram by women who refuse to use public clinics (presumably higher-
income women). This program reaches about 70 pereent of the
eligible population at an annual cost of $36 millioa ($30 per benefi-
ciary). This and other programs have virtually eliminated severe mal-
nutrition among youngsters in Chile. In the process they have nearly
put the system of inpatient hospitals for malnourished children out of
business. That saves untold permanent costs for the children for
whom the risk of malnutrition is reduced, and it saves the nearly $650
per inpatient case spent in 1983, Thus cach case of severe malnutri-
tion averted by this well-targeted program frees up enough resources
to reach twenty-two voungsters.

Costa Rica has an exceptionally well-targeted program that pro-
vides a general food subsidy and other assistance to houscholds
which have children vwho have been treated in o medical facility for
malnutrition, Onlv 1,300 houscholds received this tvpe of assistance
in 1985 Another program provides hot meals, snacks, health cere,
and educational activities to children too voung for school and preg-
nant mothers who live no more than | kilometer from the center pro-
viding the food. Coverage of that program is highest among the
poorest groupe, »ithough it serves meny high-income houscholds as
well. The program is complemented by another that provides milk
and dict supplements for mothers and children who live bevond the 1
kilometer cutoff.

Suntmary

The greatest difference among the countries in the sample is whether
they provide gencral price subsidies for food. If they do, these subsi-
dies create a heavy drain on the budget relative to the amount of aid
targeted to the poor. School lunch and nutrition programs for mothers
and children are ubiquitous, and some countries, such as Chile, are
careful about targeting even these programs, with great suecess.

Health Programs

Trends in infant mortality have already been shown in figure 1. Dif-
ferences across the sample are due to variations in public policies,
educational attainment, ervironment, and income. Table 2 shows dif-
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Table 2. Per Capita Health Spending ani Health Inputs

Household
plus Central
government Medical yovernment One-year olids
medical consumption spending vaccination

consumption, as percentage of on health, against measles,
Country 1986 (dollars) G 1986 19806 tdoellars 1984-87 (percent)
Argentina 8u 3 8 67
Brazil 68 5 31 63
Chile 57 4 27 91
Costa Rica R7 5 s4 51
Deminican Republic 56 7 i 24
Mexico 39 4 26 64

Average
for tuberculosis,
diphtheria,
measles, polio
1984-87 (percent)

72
67
90
7Y
RE

17

Access to
sate water in
1930s (percent)

64
77
86
90
62
76

Note: Total spending i< in U.s. dollars The hirsteolumnis derived trom table e World Bank (1955), which comes trom the [nternational Compar-

ison Project and should be the most reliable and comparable fipures avalable. spendme by the contral government is denved from World Bank

(1988: table 23). Spending on health by Mexico's central government 1= assumed to be 3.1 percent the 1972 tivure, not 14 percent as estimated in
¥ u ) : ; b f
World Bank (1988) Most of these numbers are consistent with estimates for earlier vears although, tor example, other World Bank data for Argentina

estimate health spending at 7-8 percent of v.oi compared with 4 percent in this table

Immunization coverage is the average for one-vear-olds for each <hot or series of shots for tuberculosise for diphtheria, pertussis, and tetanus; for
polio; and for measles. Measles is also shown separately. The health statistics are from Ross and others (1988).
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ferences across countries in health spending per person plus statistics
on coverage of bwo common health interventions, immunizations and
water supply, that are sensitive to public policy. It takes no feat of im-
agmation to guess that children who are not immunized and house-
holds that are not using safe water supplies are the poorest and Jeast
accessible ones. Chile and Costa Rica provide all but 10-20 percent of
their populations with boch interventions, but the other countries
have some work to do.

The serprise of table 2, however, is that the Dominican Republic
spends almost exactly as much per capita on health as Chile and
M:xico even though its GNP per capita is half or less than half of
theirs. Despite comparable health spending in those three countries,
Chile’s immunization rate is almost double Mevico's and triple the
Dominican Republic's. Clearly, on the basis of per capita health
spending alone, anv of these countries can afford to mateh Chile's
performance! Itis nota problem of total expenditure but one of allo-
cation and targetiny,

As an example of poor targeting, one of the main reasons for the
Dominican Republics high expenditures is that the 220,000 people
who are covered by the social security svstem (4 percent of the popu-
lationj receive per capita benefits of $63 per vear. That is more than
ten times the amount spent on the rest of the population by the gov-
ernment. A TO percent reduction in the social security benefit, if chan-
neled to public health, would more than double the existing budget
for those activities and provide public poods that would benefit social

security members and the rest of the country.
Provision of Public Goods

“Public geods” in the field of health aie poods and services the LOV-
ernment is best equipped to finance because individuals have little in-
centive to pay for them. These interventions include imniunizations,
insect control, regulation of air quality, and provision of safe drinking
water. (Box 5 discusses Costa Rica’s experience inimproving, its public
health progroms.) There are at least two good reasons to provide pub-
lic goods firstin anv program to target health subsidies.

First, public poods substitute for costly private activities. Public
health goods tend to be supplied inadequately without some kind of
government action. People react to a shortfall by purchasing substi-
tutes. A good example is water. Slum residents in South American
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Box 5. Public Health Programs and Costa Rica's Interventions

One public health responsibility that is often inadequately performed by gov-
ernments is the collection of epidemiological data. I diseases are to be targeted,
their incidence and distribution must be known. By the carly 19705 Costa Rica’s
epidemiological data base was adequate to guide public policies, and it revealed
that the prevalent causes of death were malnutrition, vaccine-preventable dis-
eases (mainty tetanus and measltes), and sanitation: and water-related discases.
Feeding programs targeted to children, heaith education, primary health care,
water supply and sanitation, and improved access to curative services were si-
multancously developed.

The effects were amazing. By the end of the 19705, immunization rates ex-
ceeded 85 percent. Intant mortality due to vaccine-preventable diseases plum-
meted after 1972 by 98 percent, trom 23 per 1LOO0O to less than 1 per 1,000 in
1979. Deaths from diarrhea and respiratory infections fell trom even higher ley
els toless than 1 per 1000 by 1982, Even though these improvements cannot be
attributed completely to the change in policies, there was clearly a connection.

Government statistics show that the counties with the highest and lengthiest
coverage by the primary health program —penerally those with the waorst cov-
erage before 1972 pained substantially more vears of life expectancy than did
counties most recently covered - rural areas closest to cities, Changes in the in-
tant mortality rate by mother's education showed the greatest gains among the
least educated mothers Ditterences inintant mortality across income groups
were almost wiped out.

Costa Rica's policies went beyond the provision of pure public health goods
te include improved coverage of curative services. But the public health
interventions - betler water and sewerage, vacdnation campaigns, epidemio-
logical surveillance, and health education: —clearly plaved a central role in the
strategy. Is Costa Rica’s experience an aberration? If other countries, such as the
Dominican Republic, did the same thing, would they achieve similar results?
Which interventions were most important in determining the outcome? Those
questions are difficult to answer, but itis clear that Costa Rica systematically an-
alyzed its epidemiological problems and used o combination ot technology,
health education, public health investments, institutional reforms, and targeted
curative interventions to sotve them. In principle the same tools are available to
other countries, although the human and physical resources that make the strat-

egy possible may take longer to build.

cities commonly pay more for inadequate supplies of low-quality
trucked water than people in upper-income residential areas pay for
ample supplies of treated, piped water. Table 3 shows the quality of,
quantity of, and expenditure on water from different neighborhoods
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Table 3. Water Consumption and Expenditure Patterns, Lima, Peru, 1972

Quantity of water Monthly household
Quality of (liters per capita expenditure on
water per day) water (dollars)
Poor (vendors) 23 2.44
Medium (standpipus) 78 0.51
Good (house connection) 152 0.81

Source: Briscoe (1984).

in Lima, Peru, in 1572, On average, the poorest houscholds spent
three times more than the wealthiest households for nearly seven
times Jess water, which was also of lower quality. In rural arcas, by
cutting the large amount of time spent especially by women in fotch-
ing and transporting small quantities of low-quality water, CASY ACCeSS
to safe community water svstems can substantially cut the total cost in
money and time of consuming water, not to meation improve its yual-
ity. In both circumstances, provision of the public good can improve
equity by lowering costs to the poor and increasing the quarnitity and
quality of water.

Second, many public health technologics are also larpely irreversi-
ble. Once people drink safe water, a short-term economic downturn is
unlikely to cause them to revert to their previous behavior Once a
population is immunized against measles, cconomic crises have little
effect on the incidence of the disease. Health gains made through the
provision of new knowledge or technology thus tend to be perma-
nent. This phenomenon has been cleariy demonstrated in Chile and
Costa Rica, where gains in mortality and life expectancy held steady
during the recession.

In summary, although public health inputs are untargeted by virtue
of the fact that everyone benefits from them, their provision can actu-
ally provide substantial permanent benefits to the poor. The effects of
public haalth interventions may be global, but thev are also tangible.
In Chile, a reduction in public health activities is blamed by some vb-
servers for a sudden rise in typhoid and hepatitis cases around 1980
that has not vet fallen to carlier levels. In Brazil, where infant mortal-
ity increased in some regions during the economic erisis, Sao Paulo’s
infant mortality rate continued to fall because of an aggressive immu-
nization program that delivered vaccine doses at a rate sharply higher
than the grovth of population in the carly 1980s (Macedo 1984),
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Table 4. Social Security Coverage in Six Latin American Countrivs, 1986

Percentage of

population
Country covered
Argentina 63
Brazil 83
Chile 61
Costa Rica 85
Dominican Republic 4
Maexico 56

Source: World Bank data.

Health Services

Some people pay directly for curative health care, others have health
insurance, and still others receive subsidized care from the govern-
ment or from private charitable institutions. Each of the six sample
countries emplovs all of these financing mechanisms, but some have
been far more successtul in extending coverage to the poor through
the two main avenues available to the government: social insurance
and free government services,

Table 4 shows the coverage of social security programs in the sam-
ple countries. One of the main problerms with social seeurity systems
in the past has been fow coverage of the population. All of the coun-
tries except the Dominican Republic have made great strides in bring-
ing citizens working outside the formal tas paving sector into their
social insurance svstems. Brazil's coverage rate, for example, in-
creased from 23 percent in the carly 1960s to nearly 85 percent in
1986, In 1974 it started providing emergency assistancee to anyone
who needed it, and rural workers——the last large uncovered group—
have slowly been brought into the svstem, supported by land and
crop taxes. The latest change is a ruling that membership in the social
security system is no longer a prerequisite to receiving medical care
from the system, which offers the possibility of 100 percent coverage.

In Mexico, the social security svstem covered about 35 percent of
the population in 1978, During the past decade it has steadily ex-
panded coverage to include seasonal workers in such sectors as sugar,
coffee, and tobacco. The latest expansion, in 1987, provided coverage
to 100,000 taxi drivers. Tu extend coverage to rural areas, a scparate
program was created by the federal government which the social se-
curity system agreed to manage and to fund partially. Between 1979
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and 1981, the social security system built 2,715 rural medical units
and 30 rural hospitals that were added to a previously existing stock
of 310 rural medical units and 30 rural hospitals. The federal govern-
ment provided the construction funds and 60 percent of the operating
costs. These units provide a full range of primary health and family
planning services, and the social security system is widely recognized
for having succeeded in providing relatively high-quality services to
rural arcas in a remarkably short time.

In Costa Rica in 1971, medical care and hospitalization were ex-
tended to evervone through the social security system, and two years
later the social security system took over the management of Ministry
of Health hospitals. As a consequence, the social security svstem now
provides about 90 percent of all medical visits that the government
delivers. The svatemiis financed by carmarked pavroll and sales taxes.
In addition, rural and urban health programs provide clinic services
bevond the hospital svstem.

This reorganization divided health activities in Costa Rica almost
exactly in line with the distinction between public and private goods
discussed earlier. Curative services were moved into the social seeu rity
system, and the Ministry of Health began to specialize in the tasks the
government is supposed to undertake: health policy, epidemiological
surveillance, primary care (preventive services, health education, and
minor curative activities), and eradication of malaria. Both burcaucra-
cies developed o strong rural focus; about 33 percent ol curative
health expenditures and 61 percent of preventive expenditures were
directed to rural arcas in 1982, A 1984 houschold survev found that
there was almost no difference botween the poorest and richest
quintiles in whether health care was sought foran illness. An analysis
of public health expenditure found it to be mildly redistributive, with
the poorest 40 percent of the population receiving 49 percent of the
total subsidv —although they received 57 percent of the subsidy for
rural and preventive programs. In Argentina, only the indigent re-
quire care from the public system because the rest of the population is
covered by insurance. Public subsidies are consequently redistribu-
tive, with the poorest 40 pereent receiving 69 percent of the subsidyv.

These examples show that the social security systems, which are
usually regarded as much stronger financially and organizationally
than the ministries of health, have succeeded in improving medical
coverage of low-income houscholds in several countrics. As coverage
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improves, cquity improves because benefits are related to need rather
than contribution. Even the Dominican Republic's svstem would look
fairly equitable if it covered a much larger share of the population.

An unresolved problemin financing health care through social in-
surance in these countries is that the svstems often skew spending in
inappropriate directions. In Brazil, it the health insurance fund would
devote only 10 percent of its budget to preventive services rather than
curative care, the public health budget would rise by 150 percent. The
Brazihan social sccurity system is widely viewed as distorting
providers” and patients” decisions i wavs that do not serve sensible
goals for health sector policy,

Pubhic expenditure on health carc in Chile has actually fallen in real
terms since 1965, 20 Bportant aspect of this retrenchiment has been
a much maore caretul targeting of subsidies. Free care is now available
only to certified indigents. Social security insurance pavs for blue col-
lar workers, but anvthing bevond the most baswe care requires
copayments by the patient: White coliar workers have been pushed
completelvinto private insurance plans that are funded by social se-
curity deductions. Inshort, all apparent pubiic subsidies of the health
svstem have been removed trom reapients of soctal secuarity, Al-
though overall povernment sabsidies have boeonreduced, the remain-
ing subsidies have awlvo been redirected. For example, even though the
total number of povernment phvsicians has fallen, the number of ob-
stetrictans and svnecologists has risen. Primary health services have
been expanded at the expense of hospital services (Svarpact 1985;
Viveros-Long [980)

Apart from the improvenient m aceess to medical services based on
social security, all of the conntites have wrestled with the problem
that better access does not directiv translate into the use of govern-
ment health services by the poor: T the Dominiean Republic, for ex:
ample, several surveys have found that. depending on the sample, 15
to 40 percent of the poorest twa quintiles of the population sought
private health services despite the availability, at feast on paper, of
free public services, Reasons given for not using public services in-
clude o shortage of drugs and low quality care.

Two methods have had some suceess in relably reaching the poor,
One has already been discussed: attracting clients, espedally mothers
and children, into clinics in order to recerve food from nutrition pro-

grams. The apparent success of such programs in delivering care to



PUBLIC ADMINISTRATION, PUBLIC FINANCE, AND TARGETING 23

pregnant mothers and their children, especially in Chile and Costa
Rica, suggests that ther.: are program complementarities that can be ex-
ploited to the advantage of both natrition and h. alth interventions for
target groups. The second approach is outreach programs that put
health professionals in the field to seek out and deliver care to clicnts, A
pioneering “hospital without walls” experiment providing dispersed
peasants with comprehensive care in Costa Rica required that top med-
ical personnel go to health posts to treat patients rather than requiring
the patients to come to the hospital. It was a costly experiment because
specialized physicians spent their valuable time in transit between the
hospital and the health post. But medical visits almost doubled in one
vear using the same staff. In Argentina, a pilot program has developed
criteria by which to rate fow-income houscholds for the risk of child
malnutrition and to intervene with nutrition and health activities pro-
vided directly to the most vulnerable houscholds.

Sunmary

The six sample countiies have struggled with problems of health fi-
nancing for several decades, and ——despite their macroceconomic
difficultics—-most of them have had success in widening coverage of
their healrh systems to include the poorer segments of society, Costa
Rica and Chile have had documented suceess in pulling many of the
poor into the curative system and in cqualizing the provision ot public
health goods. But the costs of the strategies chosen in the two coun-
tries are quite different. with Costa Rica’ percapita spending running
about 50 percent above Chile's. Almost all of Costa Rica’s spending
on heaith is apparently funneled through the public sector (see table
2). By 1986, nearly 20 percent of Costa Rica’s central goverament ex-
penditure was for health. Yet Argentina svent nearly as much per ca-
pita on health with much less effect in improving vutcomes for the
vulnerable groups that Costa Rica has successfully reached.

Public Administration, Public Finance, and Targeting

Targcting social spending to the pooris a bright idea that seems so at-
tractive and sensible that it should take the world by storni. Why
would a government not want to targetits income subsidies to people
who need thenr most? Nonetheless, attempts to reduce or eliminate
general price subsidies have encountered enormous political opposi-
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tion in many countries. Some opposition is inevitable because even
general price subsidies benefit specific grouns much more than the
average subsidy level would suppest, and those groups have a strong
economic incentive to protect the subsidy. Burcaucracies mayv see their
power dlipping awav and oppose change. Citizens mayv not trust gov-
ernments to act faisly, Nevertheless, the huge savings that can be pen-
crated by targeting previousty untargeted programs give governments
wide latitude to cushion the blow, and politicians can be relied on to
try to do that. A more irmportant concern, really, is that governiments
understand the administrative requirements and issues of prblic fi-

nance embedded in targeting,
Public Administration

Countries often do not have the information or the administrative ca-
pacity to do sophisticated targeting. Alust that prevent targeting?
Clearly not- -the few simple methods outhned in this report probably
will target programs nearly as well as the fandest approaches. Inex-
pensive sample survevs can effectively evaluate alternative strategies
at low cost. Mevico's general food price subsidy l'('t‘llii‘\'d market inter-
ventions stretching from producer to consumer and imposed far
greater administrative demands than the sale of tortilla coupons or
the delivery of milk,

Some targeting mechanisms are models of simplicity, The most so-
phisticated approach identificd in this reportis also the most simple-—
self-selection. Self-selection mechanisms put subsidies on specific
goods or services 1n particular locales and take advantage of existing,
behavior Thev require relatively little bookkeeping, and enforcement
costs are vil. Thev should be self-entorcing, The only questionis how
well they work in different situations and for different goods.

We have seen that a major problem in targeting health care subsi-
dies is getting the poor to take advantage of them. To some degree
that is effectively resolved by providing other desired services, such as
nutrition supplements, as a complement to essential medical services.
An alternative high-cost approach is to send personnel oud to find and
serve the poor. Targeting of health subsidies can almost ahways be im-
proved simply by transferring some portion of them from curative
services to investments in public health.

But governments must make some difficult administrative changes.
If, for example, schoolchildren are to be targeted with free lunches,
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schools must have kitchens. If health services are to be delivered in
rural clinics, the clinics must exist and must work. Both problems re-
quire adequate budgets for maintenance and personnel. Mexico’s
rural health scervice barely operated before the social security system
took over because of weak management, inadequate maintenance,
and little logistical support. Changing those items cos: money and re-
quired a strong, expensive administrative steactine. Argentina’s
school lunch program is in a shambles because capital and mainte-
nance costs are underfunded. The Dominican Republic’s rural health
system is bypassed by the poor because it does not work. Systems that
are inoperable are targeted to no one. Donors and governments alike
must take much more care to understand the requirements of social
sector finance before activities are undertaken. Targeting can make
that job casicr by narrowing the scope of subsidized activities, Chile
has shown, for example, that by stepping back from direct provision
of services, it can get better quality and save money. In 1980 the SOV-
ernment began to contract out the preparation of school lunches to
the private sector throughout the country and assume the role of reg-
ulator, quality controller, and check writer. Since then, costs have
plummeted and quality has improved (Chile 1988).

Public Finance

A complete analysis of targeting would require information on both
the recipients of the benefits and those who pay the taxes that support
the programs. In developing countries, indirect taxes provide the bulk
of government revenues (World Bank 1988). Those taxes are at best
mildly regressive and at worst impose a lopsided burden on lower-
income groups and the rural sector. This report has looked exclusively
at the expenditure side, but if social programs are targeted to upper-
income groups or urban arcas insicad of poor rural res.dents, and the
latter group pays a disproportionate fractior of its income to support
the programs, the total effect of the badly targeted programs can be
regressive indeed. In almost every developing country, a poorly tar-
geted expenditure program is not only a lost opportunity to help the
poor but actually represents a transfer from the poor to the well-off
and from rural to urban housecholds.

Adjustment has not only meant retrenchment but also decentrali-
zation as governments have tried to improve productivity and cut
costs. Unfortunately, decentralization of the financing of social pro-
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grams has iended to accompany administrative decentralizations.
Thatis a mistake if it goes very far. For example, in 1986, the social se-
curity system began withdrawing from the administration and fund-
ingz of Mexico’s rural health svstem. This so-calleda decentralization
w.llieave the system to the management and financial support avail-
able from state governments. If anvthing, local management should
improve the operation. But local financing will create regional inequi-
ties that will reinforce geographical patterns of income distribution
rather than counteract them. Central governments cannot fully de-
centralize the financing of poverty programs. Thev must alwavs guar-
antee a minimum level of program activity that is not dependent on
local tax capacity. The same phenemenon is seen in Argentina’s fed-
eral system, which provides a minimal level of funding tor some pro-
grams that the poorer provinees are bound to and the richer provinces
supplement. The central government performs a redistributive func-
tion across regions that cannot be decentralized along with adminis-
trative responsibilitivs,

Conclusion

Chile and Costa Rica have shown that avoidance of general price sub-
sidies, wide provision of health insurance coverage, aggressive deliv-
erv of public health goods, and careful targeting of nutrition
interventions can create an effective set of interventions that need not
cost more, and often cost less, thar what other countries spend on
poorly targeted. ineffective programs,

Chile has made a strong effort to replace direct delivery of services
by the government with provision by the private market. The gov-
ernment has tried to redefine its role as one of providing financial
subsidies and quality control. Costa Rica has maintained a strong in-
volvement by government in both the financing and provision of
services. The long-term effects of the two approaches are vet to be
played out. One would expect to see Chile’s costs continue to de-
crease relative to Costa Rica’s but possibly also to witness decreasing
support for programs that no longer benefit from large public
bureaucracies,

In order to target nutrition and health programs to vulnerable
greups, it is usually taken for granted that we must know who they
are, where they live, and how their behavior patterns affect efforts to
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reach them. Chile and Costa Rica have taken pains to gather statistical
information about the poor. Yet a variety of methods can be used to
target programs even when the poor are not precisely identified. The
six Latin American countries discussed in this report continue to have
innumerable problems in targeting their subsidies, but they have all
had some success even in the absence of an exhaustive statistical base.
In many ways the experiences of these countries provide hope that
better targeting can be azcomplished, that it will increase equity, and

that it will also increase efficiency.
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