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Description of the Methodology
The methodology used in the analysis was very 
simple. It assumed a similar budget for both 
poverty targeted and universal programmes, 
equivalent to 0.5% of GDP for both child grants and 
old age pensions. Its child grants were directed at 
children aged 0-5 years and old age pensions were 
for over-65s. It then divided the budget equally 
between all beneficiaries: so, in the poverty-
targeted option the beneficiaries received the 
equivalent of 0.5% of GDP divided by the number 
of poor children or elderly in the country; and, 
in the universal option, the benefit was divided 
among all people within the respective age groups 
(a substantially larger number). 

The study also assumed perfect targeting in its 
main analysis. This means that, in the poverty-
targeted option, there were absolutely no targeting 
errors: it was assumed that all poor children and 
older people could be correctly identified. The same 
assumption of perfect targeting was applied to the 
universal programmes. However, some additional 

minor analysis of child grants – though not pensions 
– was undertaken in which exclusion errors of 30% 
were assumed for the poverty-targeted options, 
and 10% of the poor for the universal options.

While the methodology used in the main analysis 
could be praised for its simplicity, it has some 
serious weaknesses, including: 

• The assumption of perfect targeting for the  
 poverty-targeted options; 

• The absence of a political economy perspective; 

• The use of drastically different levels of transfer  
 for poverty-targeted and universal programmes;

Furthermore, in the minor analysis that 
incorporated a targeting error into the simulations 
of the child grant, the assumptions used were 
overly optimistic.

The challenges with the methodology are discussed 
in more detail on page 2.

In November 2011 the Working Paper “Should Cash Transfers be Confined to the Poor?” – authored 
by Pablo Acosta, Phillipe Leite and Jamele Rigolini – was published by the World Bank.1 It assessed 
whether it would be preferable, in Latin America and the Caribbean, to provide child grants and old 
age pensions on a universal basis or target them only at the poor (with the poor defined as those 
living under US$2.50 per day). The paper concludes that: “in the Latin American context targeting 
assistance to the poor tends to deliver higher poverty impacts.” Indeed, the results were impressive. 
For example, it found that a poverty-targeted old age pension would deliver 2.8 times more poverty 
impact than a universal pension while a poverty-targeted child grant would be 3.2 times more 
effective than a universal programme.

Unfortunately, rather than adding anything useful to the targeting debate, the paper is an excellent case 
study of how not to undertake targeting analysis. This brief note will describe the methodology used by 
the authors before moving on to an examination of its flaws.

1https://openknowledge.worldbank.org/bitstream/handle/10986/3642/WPS5875.pdf?sequence=1
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The Assumption of Perfect Targeting 

The Political Economy of Targeting 

By assuming perfect targeting, the authors 
guarantee that poverty targeting will perform 
better than universal targeting. Of course, 
this is an entirely unrealistic assumption given 
that poverty targeting cannot be done with any 
degree of accuracy in developing countries. For 
example, the proxy means test methodology – 
which is often promoted as the best targeting 
method in developing countries – has in-built 
flaws that exclude a minimum of 50% of intended 
beneficiaries when targeting the poorest fifth of 
the population.2  Indeed, most real-life poverty 
targeting – even in well-regarded programmes – 

performs even worse. Veras et al (2007) report that 
in Brazil’s Bolsa Familia programme the exclusion 
error is 59% and in Mexico’s Oportunidades 
programme it is 70%.3 

The assumption of perfect targeting used in the 
paper entirely distorts the findings. By introducing 
an impossible assumption, the analysis necessarily 
leads to the result that poverty targeting 
outperforms a universal approach. The simulations 
tell us nothing about what would happen in the 
real world.

As noted above, the authors assume that the 
poverty targeted and universal programmes have 
the same budget. Yet an analysis of the political 
economy of targeting would indicate that this is an 
entirely unrealistic proposition. Indeed, Pritchett 
(2005) – in an excellent World Bank paper4  – 
regards the assumption of fixed budgets as “naïve.” 

In practice, universal programmes usually have 
larger budgets than poverty-targeted options, 
and frequently significantly more.5 In part, this is 
because they generate greater political support 
than poverty-targeted schemes. By ensuring that 
everyone can benefit from the programme – both 
the poor and non-poor – they build alliances 
among the majority of citizens. In contrast, 
richer taxpayers tend to resent financing benefits 
that are only for the poor – and from which 

they are excluded – leading to poverty-targeted 
programmes receiving small budgets. The evidence 
can be seen in Latin America. In Brazil, while the 
Bolsa Familia programme costs only 0.4% of GDP, 
the Rural Pension – which is almost universal in 
coverage, though only in rural areas – costs around 
1.3% of GDP. While Bolivia’s universal pension costs 
1.1% of GDP, the budget of Argentina’s poverty-
targeted pension is only 0.2% of GDP. 

Consequently, the assumption of equal budgets 
for both universal and poverty-targeted 
programmes leads to further considerable 
distortions in the analysis. It ensures, however, 
that poverty targeted programmes appear to 
perform significantly better than they would in  
real life. 

2 Kidd, S., and E. Wylde (2011b) Targeting the Poorest: An assessment of the proxy means test methodology. AusAID publication.
3 Veras, F., R. Peres and R. Guerreiro (2007) Evaluating the Impact of Brazil’s Bolsa Família: Cash Transfer Programmes in Comparative 
 Perspective. IPC Evaluation Note, 1: International Poverty Centre, Brasilia.
4 Pritchett, L.  (2005) A Lecture on the Political Economy of Targeted Safety Nets. Social Protection Discussion Paper Series No. 0501,  
 Social Protection Advisory Service, The World Bank, Washington DC.
5 A forthcoming paper by Kidd will present evidence demonstrating that, in developing countries, universal programs have  
 significantly higher budgets than similar programmes targeted at the poor.
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Different Levels of Transfer 

Over-Optimistic Assumptions for Targeting Errors

One consequence of using similar budgets 
for both poverty-targeted and universal 
programmes is that the authors do not compare 
like with like. The benefit levels used for the 
poverty-targeted and universal variants were very 
different. In fact, many of the benefits proposed for 
the poverty-targeted option were unfeasibly high.6  
In Costa Rica, for example, the authors compared 
the impact on poverty of a targeted old age pension 
of $22.18 per day – a very high level of benefit (and 
more than twice the size of Brazil’s generous Rural 
Pension) – with a universal pension of US$1.91 per 
day, a difference of around 1000%.7  In the case 
of the child grant, the poverty targeted transfer in 
Costa Rica was US$10.76 per day compared to the 
universal transfer of US$1.54. Such discrepancies  
in transfer levels necessarily lead to somewhat  
silly comparisons.

Given that the paper assumed much higher 
benefit levels for the poverty targeted options, 
it is not surprising that poverty targeting had 
greater impacts. Indeed, what is surprising is 
that the impact on the poverty gap by poverty 
targeting was, in fact, so small when compared 
to the universal option. In the case of the Costa 
Rican pension, the impact of the poverty-targeted 
pension was only just over twice the impact of the 
universal pension, despite a 1000% higher value of 
the transfer. This makes the paper’s claim that the 
poverty-targeted transfer was more cost-effective 
appear rather shallow.

As noted above, the authors undertook additional 
simulations of the child grant incorporating a 
targeting error, although the results were not 
given prominence. However, these simulations 
are also methodologically problematic. They 
assume an exclusion error for poverty targeting of 
30%, which – as indicated above – is a significant 
underestimate, in particular for programmes 
with low coverage. But, by using unrealistically 
low exclusion errors the authors ensure that the 
simulated poverty-targeted options perform better 
than in the real world. 

Furthermore, in their simulations of universal 
schemes, the authors incorporate a 10% targeting 
error among the poor, despite providing no 
evidence that an error this high would be the case in 
real life. Indeed, there is good evidence that many 
universal programmes in developing countries 
have smaller errors.8 However, by including 
this assumption of high errors for universal 
programmes, the analysis reduces the targeting 
performance of universal programmes when 
compared to more realistic scenarios.

A further shortcoming is that the authors assumed 
that errors in the poverty-targeted option were 
distributed randomly across the poor. However, the 
evidence from many poverty-targeted programmes 
is that the coverage of potential beneficiaries is 
lower nearer to the poverty line than it is among 
the very poorest. In other words, the poorer the 
beneficiary the more likely they are to be targeted. 
One consequence of using random distribution 
of errors is that the analysis exaggerates the 
effectiveness of poverty targeting in reducing the 
poverty rate since a greater proportion of targeted 
households are close to the poverty line – and can 
move over it – than would be the case in reality.

The assumptions used by the authors when 
incorporating targeting errors into the analysis 
means that – even if we accepted their belief 
in fixed budgets and differential benefits – the 
results are necessarily biased in favour poverty 
targeting.

6 The paper, somewhat bizarrely, appears to propose very large pensions for the poor in Argentina (US$6,000 per month), Brazil  
 (US$1,804 per month) and Chile (US$2,368 per month). Fortunately, the authors chose not to run these simulations not, though,  
 because the benefit sizes were completely unrealistic, but because existing pensions had already almost eliminated old age poverty  
 in these countries (which some may regard as good evidence of the value of pension systems providing almost universal coverage).
7 While most of the other discrepancies between benefit values are not as wide as in Costa Rica, they are still large. In Colombia,  
 for example, the discrepancy is “only” between US$9.83 for the targeted pension and US$.1.74 for the universal variant. In poorer  
 countries, discrepancies were somewhat smaller, the lowest for pensions being in Nicaragua where the targeted variant was valued at  
 US$2.01 and the universal option at US$0.64 (so only just over 3 times larger). However, some variations were similar to those in  
 Costa Rica. In Argentina, the targeted child grant had a value of US$22.32 while the universal option was only US$3.21.
8 Willmore, L. (2007). “Universal pensions for developing countries”, World Development 35:1, pp. 24-51.
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The paper by Acosta, Leite and Rigolini adds no value to the debate on targeting. It uses 
a highly problematic methodology with no basis in reality. The conclusion that poverty 
targeting performs better than universal targeting cannot, in this case, be substantiated.9  

The World Bank, however, is a heterogeneous institution. One does not have to go too far to find a 
World Bank paper arguing the opposite to Acosta, Leite and Rigolini.10  In 2010, the World Bank’s 
Development Economics Department released a paper that recommended universal pensions 
in Latin America, employing rather more sophisticated analytical techniques than those used by 
Acosta, Leite and Rigolini.11  Indeed, elsewhere, World Bank pension experts have spoken out 
in favour of universal targeting as a means of reducing old age poverty. In its classic publication 
– Averting the Old Age Crisis (1994) – the World Bank noted that a key advantage of a universal 
pension is that: “Its universal coverage helps ensure that the poverty reduction objectives are met, 
[and] provides a basic income for all old people.”12  A more recent – 2005 – World Bank report re-
affirms this view, stating that a universal age pension “is probably the best way to provide poverty 
relief to the elderly. Considering the difficulty of identifying who among the elderly is poor, the 
principal merit of the program is that its universality avoids the targeting issue.”13 

It is very simple to arrive at the conclusion that universal pensions and child grants will be more 
effective in tackling poverty than their poverty-targeted counterparts. Once the high exclusion 
errors associated with poverty targeting and the very low errors found in universal programmes 
are recognised, it is easy to understand that a universal programme will perform significantly 
better in reducing poverty, assuming that both programmes have similar benefits (an assumption 
that responds to reality). By reaching all – or almost all – of the poor, a universal benefit will 
necessarily be more effective than a programme that misses over half of the poor. It will, of 
course, be more expensive but, since it is likely to be more popular, it may well be more financially 
sustainable (as borne out by many universal pension programmes in developing countries).

The point of this critique is not to argue against undertaking simulations of potential social 
protection programmes, as they can be valuable policy tools. Rather, analysts should employ 
simulations sensibly and objectively, using realistic assumptions. In the case of the Acosta, Leite 
and Rigolini paper, at a minimum the size of benefit should have been consistent across both 
poverty-targeted and universal programmes and realistic targeting errors should have been used.

A final plea to the World Bank: please strengthen your peer review processes.

Conclusion

A Case Study of “How Not to do Targeting Analysis” – Stephen Kidd Issue No 4, July 2012

PATHWAYS’ PERSPECTIVES
on social policy in international development

Issue No 1 January 20th 2012

The opinions expressed in the paper are those of the authors and not necessarily of Development Pathways
Get in touch: admin@developmentpathways.co.uk    www.developmentpathways.co.uk

Page 4

9 The impression of poor quality in the paper is strengthened by the inclusion of some simple errors. For example: it states that  
 Brazil’s Rural Pension has only 800,000 beneficiaries when the true number is closer to 5.5 million (and it also incorrectly states  
 the age of eligibility); its list of non-contributory pensions in Latin America and the Caribbean misses out on a range of examples,  
 including those in Paraguay, Panama, Antigua, Belize, Barbados and the Bahamas (leading the paper to erroneously claim that  
 there are more CCTs in the region than non-contributory pensions); and the paper mistakenly states that Ethiopia spends an  
 incredible 10.6% of GDP on a programme for the elderly. 
10 Interestingly, hidden away in the Rigolini et al (2011) paper, we find that, in the poorest countries, universal child grants would have  
 a greater impact on the poverty rate than poverty-targeted programmes even when the level of benefit provided to children by the  
 universal option is much lower. It seems odd that the paper omits this finding from its discussion of the results.
11 Dethier J-J, P. Pestieau and A. Rabia (2010) Universal Minimum Old Age Pensions: Impact on Poverty and Fiscal Cost in 18 Latin  
 American Countries. Policy Research Working Paper 5292, World Bank Development Economics Department, Washington D.C.
12 World Bank (1994). Averting the old age crisis: policies to protect the old and promote growth. Oxford University Press, New York.
13 Holzmann, Robert, Richard Hinz and others (2005). Old-Age Income Support in the Twenty-first Century: an International  
 Perspective on Pension Systems and Reform. World Bank, Washington, D.C.
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