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This handbook is dedicated to the memory of Martin Ravallion (1952–2022).

Martin was a pioneering researcher who dedicated his career to understanding poverty and poverty reduction in the developing world, both through his many years in the Development Research Group at the World Bank and then as a professor at Georgetown University. So many of the ideas in this handbook have roots in the pathbreaking work done by Martin throughout his career. He will be deeply missed.
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1
Introduction and Overview



Rema Hanna and Benjamin A. Olken

Social protection programs can play a critical role in society. Cash transfers and food support programs can assist the poor in making sure they can meet their basic needs and avoid hunger. Conditional cash transfers can invest in the health and education of children, supporting the current generation while also reducing the transmission of intergenerational poverty through a more level playing field. Pensions can support those in old age, prevent the elderly from falling into poverty, and provide insurance against the risk of exhausting retirement savings. Health insurance can make sure that people do not go without necessary health care, while also helping to ensure that a health emergency does not drive someone into debt or poverty.

Despite how beneficial these programs can be, despite how they provide governments the tools to care for the vulnerable and to not leave anyone behind, these programs are often politically contentious. This contention is driven partly by a number of myths around social protection.

The first myth is that the programs create negative incentives. They disincentivize work, either through an income effect or a fear of losing program benefits. The people who get these programs are lazy, prefer to be on the “dole,” and spend their money on the ills of society—cigarettes, alcohol, and drugs. Time and time again, study after study, we find that this is really not the case, particularly in low- and middle-income countries (LMICs; Banerjee et al. 2017b; Baird, McKenzie, and Özler 2018b). Many people who are on the programs work and just do not earn enough for a variety of reasons. Others just need help because they face challenges (e.g., economic conditions, disabilities) that hinder work. In fact, if anything, more recent research—much of what we will review within the book—hints to the fact that these programs can actually help boost productivity by increasing investments in business or farms (e.g., Gertler, Martinez, and Rubio-Codina 2012; Bandiera et al. 2017; Banerjee et al. 2015a), by increasing health and educational investments for kids (e.g., Barham, Macours, and Maluccio 2018; Araujo and Macours 2021), and so on.

A second myth is that with growth, these kinds of programs—often seen as “antipoverty” programs—are no longer necessary. This is something we hear from policy actors: As countries grow and transition out of poverty, these programs will become obsolete. If history is any guide to the future, however, the opposite usually occurs, as the extent of a country’s social protection programs is strongly and systematically related to income: Richer countries have much more extensive systems and spend more of their gross domestic product (GDP) per capita on programs and policies.

To see this in the data, we first plot, in figure 1.1, social insurance expenditures as a share of GDP (using data from the International Labour Organization) against log GDP per capita, for 1995 and 2015. Two things are striking from this graph. First, there is a clear upward slope: Richer countries, in general, spend much more on social insurance than poorer countries. This clearly opposes the myth that countries can dispense with this type of assistance as they grow. But second, quite interestingly, the 2015 line is uniformly above the 1995 line. Thus, over the two decades shown in the graph, social insurance spending has been increasing for two different reasons: First, it has been increasing as countries grow (i.e., move to the right on the graph along a given curve), but second, it has been increasing because, even at a given income level, countries tend to be doing more social protection than they were thirty years ago.

[image: The scatter plots show the relationship between total social insurance expenditure and the log of Gross Domestic Product per capita for some countries in 1995 and 2015. The line plots show the fitted polynomial line.]
Figure 1.1
Social insurance expenditure as a share of GDP (y-axis) versus log GDP per capita (x-axis). Source: authors’ calculations using ILO data. Note: This is an updated and expanded version of Chetty and Looney (2006), which plots these data for 1996.


The growth across and within country income levels can be seen even more clearly if we drill down to particular types of programs. For example, in figure 1.2, we plot the number of countries with unconditional cash transfer programs (panel A) and with conditional cash transfer programs (panel B), by income group and decade, from the 1980s through the present. Figure 1.2 shows a dramatic increase in both types of programs in recent decades, even within low-income countries.

[image: A bar chart shows the percentage of countries that enacted unconditional cash transfers and conditional cash transfers covering at least 1% of the population by income classification in 1980, 1990, 2000, 2010, and 2020.]
Figure 1.2
Percentage of countries with cash transfer programs by income group and decade. Source: Banerjee et al (2024).


The fact that these programs exist, however, does not mean that they have sufficient budgets to cover all those who are in need. Some programs, such as Brazil’s Bolsa Familia conditional cash transfer, are enormous—Bolsa Familia in 2023 reached over twenty-three million families, or about 30 percent of the country (gov.br 2023). But other programs are much smaller, focused on a subset of potential beneficiaries—such as Cote d’Ivoire’s Productive Social Safety Net project, which reaches only about 100,000 beneficiaries per year, or less than 0.5 percent of the population (World Bank 2019).

These types of social assistance programs for the very poor become easier to sustain as countries grow for two complementary reasons. First, tax capacity—the share of GDP that governments collect in tax revenues—increases systematically with GDP, as the economy becomes more formal in a variety of ways (Gordon and Li 2009; Jensen 2022). This increases the budget available for these types of social protection programs. Second, the number of extremely poor people—that is, people with incomes below purchasing power parity (PPP) US$2.15 per day, to use the common World Bank benchmark—declines as a country’s average per capita income grows. Thus, as countries grow, they have more resources to tackle the problem of extreme poverty, and the problem itself becomes more manageable in scale.

This brings us to the third myth: These programs are expensive and unaffordable. This myth is a bit more complex, depending on the politics, societies’ varying goals, and whether we consider both domestic resource mobilization and foreign aid.

We start with a very simple basic calculation that considers using cash transfers to alleviate poverty worldwide: For each country, we calculate the amount of resources needed to give everyone below the poverty line a transfer of PPP$2.15. This is a rough approximation of how much money would be needed to eliminate poverty for several reasons. Even though fixed-amount transfers are common in low-income countries, in principle, one could bring everyone to the poverty line for less money than this if one could give larger transfers to those further away from the poverty line and smaller amounts to those closer to it. On the other hand, this may understate the extent of the problem, since giving transfers only to those below the poverty line assumes that one can solve targeting challenges, governance issues in delivery, or conflict/other factors preventing delivery—all real issues that will be discussed in more length within this book. Many countries may also want to go beyond this in terms of the level of income support they wish to achieve, as different countries may have different views about what is the basic level of income that households need. Nevertheless, with all these caveats in mind, this simple calculation provides a useful exercise to see if it is feasible in theory and to illustrate what countries could do with existing domestic government resources—and where external help would be needed.

Figure 1.3 provides the results of this calculation. In panel A, we show the cost required to give each poor person PPP$2.15 per day, expressed as a share of GDP on the y-axis; in panel B, we show the same cost but expressed as a share of government expenditure on the y-axis instead. Log gross national income (GNI) per capita is on the x-axis in both graphs. Each dot is a country, where the size of each dot is proportional to the number of poor people in the country. The vertical lines indicate the World Bank’s cutoff for low-income, lower-middle-income, upper-middle-income, and high-income countries. The horizontal line shows, as a benchmark, US social transfers, both as a share of GDP (panel A) and as a share of government expenditure (panel B).

[image: A scatter plot shows the cost of transfers 2.15 US dollars in Purchasing Power Parity per day to people below the poverty line, expressed as a share of Gross Domestic Product (above) and government expenditure (below).]
Figure 1.3
Cost required to give PPP$2.15 per day to people below the poverty line expressed as share of (a) GDP (PPP) and (b) government expenditure (PPP).


These graphs show quite starkly that the challenge is very different as a function of national income. At about the middle of the “lower-middle-income” range and higher—somewhere between GNI of US$2,000 and US$2,500 or so—the problem appears attainable: Countries could completely eliminate extreme poverty using their own domestic budgets, spending no higher share of government expenditures on social assistance as the United States does. But for low-income countries—those with GNI per capita below US$1,026—no country can accomplish this. This simple graph suggests a stark divide: Most middle-income countries, including many lower-middle-income countries, are likely to be able to finance large, meaningful social assistance programs themselves. Low-income countries cannot and, hence, will either need to have much more limited goals for social assistance programs or will need substantial additional external assistance—or both.


How much assistance would be required? We calculate how much each country could contribute to combating poverty domestically if each country were to spend the same share of its national budget on social assistance as the United States does, and then see how much additional would be required in external financing to give a transfer of PPP$2.15 to every poor person in the world beyond that. It would take about US$100 billion per year total in additional global financing to cover what poor countries cannot cover themselves (figure 1.4 calculates at different levels of domestic contribution). This is a lot of money by most metrics. However, it is not unreachable, relative to what we already do: For example, it is substantially less than the world already gives in foreign assistance. That is, in 2023, the OECD countries collectively gave US$223 billion in official development assistance (OECD 2023)—more than 1.5 times what would be needed to cover cash transfers to eliminate poverty globally. As we described earlier, this is a back-of-the-envelope calculation, and probably both over- and understates how much would be required for various reasons. However, the point is that while eliminating global poverty would be a large financial undertaking, it is not outside the realm of possibility.

[image: A line chart shows the annual cost of 2.15 US dollars in Purchasing Power Parity transfer if each country spends up to X% of its Gross Domestic Product (above) or government expenditure (below) to people below the poverty line.]
Figure 1.4
Remaining assistance required to transfer PPP$2.15 if each country spends up to X percent of GDP (PPP) or government expenditure (PPP) to people below the poverty line.


Of course, even if the financing was available, many complexities arise in delivering the right support to the right people—many of which will be discussed in the chapters that follow. Transfers can take many forms—cash versus in-kind support, for example. One may also want to think not just about providing support now but working to break the cycle of poverty—either for the current generation by fostering small business creation, or for the next generation by investing in human capital. And even for people who are not in extreme poverty, they face risks that can drop them back into poverty—unemployment, health emergencies, conflict, climate-related shocks. There is thus also a need for social insurance policies—job insurance, weather insurance, health insurance—that help people in trying times.

How do we begin to tackle these challenges? Importantly, while there is a lot of research about how to do so in high-income countries, LMICs differ in fundamental ways—from the high levels of informality to a variety of administrative and governance policy contexts and institutions in LMICs—so the design of these programs may look different, and the existing research from high-income countries may not necessarily apply.

In this book, we aim to review what we know on social protection in LMICs by bringing in some of the world’s leading experts who have done pathbreaking research on a wide range of issues. In addition to highlighting what research can tell us, we also aim to discuss open policy questions for future research.

The next part of the book looks back to what we can learn from history. Various attempts to solve these challenges have occurred throughout most of human history around the world. In chapter 2, Gentilini provides a deep dive into the history of these attempts, highlighting, for example, how Athens was running a cash transfer program in 483 BC that bears some surprising similarities to programs we see today. In chapter 3, Aizer, Fishback, Lleras-Muney, and Rahman examine the rise and historical patterns of social protection in the Global North, to provide insight into what lessons could be learned along the way as a country economically grows.

In the third part of the book, we focus on how to structure transfer programs. In the past—and still today in many countries—transfers were done through broad-based price subsidies, often of energy sources, such as gasoline and electricity. In addition to their potential environmental consequences, these subsidies are often regressive. This means that many well-off households are getting the subsidies, and since these programs are often quite large, the costs of the subsidy leave little room in the budget for other types of social programs. In chapter 4, Alatas, Olken, Banerjee, and Hanna provide an overview of the different types of targeting options that we see in LMICs, highlighting how these different options fare in practice and thinking more broadly about how different tools could apply to achieve different program goals, even beyond income. In chapter 5, Burlig and Sudarshan help us think about large-scale energy subsidies and discuss options for their reform.

In the next section, we focus on transfer programs: How can they be designed? What are their impacts? Do they have long-run effects? Cash transfers are one of the most common types of programs, with 1.4 billion people covered in LMICs (Gentilini et al. 2022). In chapter 6, Niehaus and Suri provide a public finance framework for thinking through how to more fully evaluate these programs, particularly as governments are deciding how to prioritize programs with limited budgets. In chapter 7, Fernald, Gertler, Manley, and Tsai take a deep dive into one key outcome, providing a comprehensive analysis of what we know about the impacts of cash transfers on child health and development.

While Fernald, Gertler, Manley, and Tsai show promising results of cash transfers, a key question is whether these effects will persist or grow and eventually have long-run impacts on households. Will an investment today—particularly at key points in a child’s life to improve education and health—translate to better outcomes as these children reach adulthood? In chapter 8, Macours, Barham, Maluccio, and Tembo review the small but growing literature on measuring the long-run impacts of transfers on both work and social outcomes, providing guidance on different methods to estimate these long-run impacts. Finally, while this section thus far has focused on cash transfers, in-kind transfers are also an option. How should we think about this trade-off? In chapter 9, Gadenne and Singhal compare cash, in-kind, and voucher programs, providing insights into which types of programs are appropriate and when, and what kind of research is needed to better understand the trade-offs between these programs in the future.

Social protection programs have a variety of different goals. While some are focused on providing basic support, others additionally have an income-generating focus: helping provide households with capital and opportunities to improve their livelihoods, in ways that may potentially have impacts beyond the time frame of the programs. Our next section focuses on these livelihood programs. In chapter 10, Heil, Sulaiman, Bandiera, and Burgess describe the promise of big-push/graduation programs providing a bundle of support, including a large asset transfer, which have shown promise in helping very-low-income households escape poverty traps. Alik-Lagrange and Imbert discuss public employment programs in chapter 11. Public works programs are designed to provide labor market opportunities, especially in lean seasons or in areas with high levels of unemployment. Increasingly popular, about ninety-four countries have an active program (World Bank 2015), including India’s large-scale NREGA program. These programs raise interesting questions on targeting, program efficiency, and politics.

One key goal of social protection is helping to ensure that people rise out of poverty. Another key goal is helping them stay out of it. But one bad shock—a health emergency, a closure of one’s workplace—can have devastating impacts, which households may not be able to easily recover from. To address shocks arising from job separations, in chapter 12, Gerard, Gonzaga, and Naritomi discuss unemployment insurance and highlight why, when it exists at all, we typically see it in middle-income countries, and why these programs are challenging to design for low-income countries. In chapter 13, Dupas and Jain focus on health shocks, exploring the evolution of health provision in LMICs from publicly funded systems to public insurance systems, providing evidence on what has worked and what could work better in the design of these systems. Individual life spans are uncertain, and people may not best forecast or be able to save what they would need to comfortably retire at old age, necessitating pension schemes that can help cushion these risks. Pension systems, while currently having less coverage in LMICs than high-income ones, will increasing be important given the aging populations. Barr and Bosch explore the evidence and design of these pension programs in chapter 14.

In all the programs that we examine thus far, cross-cutting themes affect program design and delivery. We highlight three such themes next in part VII. First, social protection programs—regardless of type—are political by nature, especially as the beneficiaries of the programs and who pays for them may not necessarily be the same. In chapter 15, Camacho, Conover, and Querubin study the interaction between elections and social protection. Second, with the advent of digital technologies, and now even artificial intelligence, how we deliver social protection has changed dramatically: Sukhtankar provides, in chapter 16, an overview of this spectacular opportunity to improve programs but also cautions how and when technology can also provide additional barriers. Third, gender may impact not only how people experience poverty but also their experience of social protection—all of this may necessitate ensuring that policy designs also fit the needs of women and that, when we are evaluating programs, we are collecting the right outcomes to ensure that we are fitting these needs. Thus, in chapter 17, Hidrobo, Peterman, Kumar, Lambon-Quayefio, Roy, Gilligan, and Paz provide a framework for thinking about how to design and evaluate social protection programs with a gender lens.

Social protection can have much broader impacts beyond the usual indicators that we often discuss and study. In part VIII, we explore emerging areas within social protection design and research. Orkin and Ridley start this section, in chapter 18, exploring whether cash transfers can improve mental health, as well as understanding whether they could have positive “psychological productivity” (Banerjee et al. 2020a), alongside more conventional wealth effects. Next, many countries struggle with youth unemployment. In 2022, youth unemployment rates were notably high, for example, in Jordan (35 percent for ages fifteen to twenty-nine), Greece (24 percent), and Tunisia (34 percent; International Labour Organization, n.d.). Social protection, beyond providing basic support, may help improve skills and prospects for youth; in chapter 19, Araujo, Baird, Das, Özler, Parisotto, and Woldehanna explore how social protection programs may help address issues relating to youth.

Social protection may have broader impacts on those who are not necessarily directly receiving social assistance. First, these programs could affect local economies more generally. For example, food or cash programs may affect the price of goods, which would also affect the purchasing power of those not on assistance. Public works programs could affect market wages. Local businesses could be helped if those on social assistance spend their cash. In chapter 20, Miguel probes the general equilibrium effects of social protection. Second, formal government social insurance may change patterns of more traditional and informal insurance within communities, in ways that affect the communities as a whole. In chapter 21, Ru and Townsend look at what we know about the interconnectedness of formal and informal insurance and what it means for policy.

Conflict is also an important challenge that cannot be ignored when discussing social protection. As many of the world’s poor are concentrated in fragile states, there is a growing need to understand when and how social protection systems can function and provide basic relief under the difficult conditions of war. Conflict also leads to refugees, with their own set of challenges. Despite headlines of the news about refugees “flooding” high-income countries, most refugees (about 80–85 percent) are hosted in LMICs, which struggle with understanding how to finance and fit refugees into social protection strategies. In part IX, we pay special attention to these issues. Moya and Rozo explore the successes and challenges of providing social protection to refugees in chapter 22. Guarin and Londoño-Vélez discuss conflict and reparations in chapter 23.

In short, this book will highlight what we know and what remain open questions for research in the social protection space. But it also raises some key questions: Out of all the open questions, what should we prioritize? What do policymakers care about? What do they want to know? What has been most successful? How do they think about the challenges?

The final chapter provides insight into these questions, with Romano summarizing a high-level panel of policymakers that generously spent their time discussing these issues with us. The group includes the Honorable Fatou Sanyang Kinteh, minister of women’s affairs, children, and social welfare, The Gambia; the Honorable Jean M. Sendeza, minister of gender, children, disability, and social welfare, Malawi; the Honorable Myriam Dossou-d’Almeida, minister of grassroots development, youth, and youth employment, Togo; Rosine Sori-Coulibaly, former minister of finance, Burkina Faso; and Muhamad Chatib Basri, former minister of finance, Indonesia.

In short, we cannot discuss how to bring about the end of poverty without discussing social protection policy design. It is likely to play a key role in helping end extreme poverty and in bringing a wide range of opportunities to people. In this book, we, along with our chapter authors, aim to help review some of what we know but also pose important questions that we need answers to in order to design these programs better.
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Cash Transfers in History



Ugo Gentilini


2.1 Introduction

There is little doubt that cash transfers have grown in relevance globally. Such salience is reflected their diffusion across the country income spectrum, the evolution in operational practices, and a fervent academic literature (Banerjee et al. 2024). Until recently, the notion that cash transfers could reach over 1.3 billion people worldwide—as they did during the COVID pandemic—may have seemed implausible (Gentilini 2022).

The rise of cash transfers is accompanied by corresponding reservations around whether and how to provide those programs. Although celebrated for opening new circuits of redistribution, cash transfers maintain an aura of grudgingly accorded exceptions from “earned” or “legitimate” income derived from the labor market (Ferguson 2012; Zelizer 1997). Concerns around disincentives, “dependency,” and other unintended effects still loom large in policy circles. A solid empirical base has helped tame such critiques, but not completely: Evidence is sometimes not enough, with factors like worldviews, values, and ideology (as well as genuine technical disagreements) playing an important role in shaping cash transfer debates. To foster more constructive dialogue, there is a need to better comprehend the nature of reservations, trace their origins, and identify their mechanisms of diffusion more fully. A historical lens can help illuminate those pathways and offer fresh perspectives for interpreting present quandaries.

Charting a global history of cash transfers is a novel, humbling, and inherently imperfect task. Fortunately, an initial exploration could build upon and complement a large constellation of contributions. For instance, a rich literature discusses the history of cash transfers in specific geographic locations, especially England (Webb and Webb 1927), the United States (Trattner 1974), parts of continental Europe (Frohman 2008), and Russia (Lindenmeyr 1996). Historical analysis has shed light on city-level experiences too (Lindemann 1990; Lis 1986; Martz 1983). A range of studies analyzed specific centuries (Boyer 1990) or focused on particular historical junctures (Steensland 2008). The latter also includes an emerging literature charting the spread of cash transfers in low- and middle-income countries (LMICs) in more recent decades (Schmitt 2020; Midgley and Piachaud 2011). Insights are provided on the long-run evolution of broader “welfare systems” encompassing social assistance, social insurance, health, and education (Day and Schiele 2013). A fascinating literature on poverty history examines how ideas, diagnosis, and measurement of the “problem” have evolved over time, with some analysis also touching upon instruments like cash transfers (Ravallion 2013). Furthermore, extensive treatment of cash transfers at some point in time—and in select contexts—is conducted not only in history and economics, but also in disciplines like anthropology, sociology, theology and politics.

Drawing from a larger volume (Gentilini 2024), this chapter attempts to bring together those eclectic historical threads under a coherent, albeit cursory, global overview—one that reconstructs the history of cash transfers from their embryonic origins and that encompasses a wide array of contexts and developments.1 The ensuing four sections briefly compare modern and historical practices, articulate the diversity in cash transfers goals, trace continuities in reform experiences, and distill implications for contemporary debates, respectively.



2.2 The Historical Origins of Select Modern Practices

Cash transfers—which are here defined as noncontributory transfers paid to people by government authorities and other institutions—have been provided for at least two and a half millennia. Extending the temporal and geographical horizon of research reveals that policymakers have invariably faced practical dilemmas resembling modern decision-making processes. One thorny issue has traditionally been the codification of “deservingness.” In fact, cash transfer programs have been a proxy battleground of competing societal values and worldviews. An uneasy compromise exists in the way in which, for example, shared principles of personal responsibility, work ethic, and self-reliance cohabit with those of community belonging, solidarity, and mutual support. These tensions can influence choices at design level, such as providing meaningful support (solidarity value) versus not discouraging labor supply (self-reliance; Ellwood 1988).

In some cases, members of societies could exert a legitimate claim on “common wealth” as availed by natural resources. In a way, community membership meant deservingness. Just like Alaska currently provides its residents with an annual dividend financed from oil revenues, Athens was running a similar scheme in 483 BC: Funded via silver proceeds, it included a universal distribution of cash to citizens (Samons 2000). Evidence also shows that the city-state delivered, around 460 BC, cash payments to orphaned children, disabled populations, and people maimed in war (Dillon 1995). If we exclude extemporaneous distribution of cash by rulers (e.g., in Babylonia) or temple-based transfers made as part of religious devotion, the Athenian experience is likely a seminal form of state-provided cash transfers “as we know them.”

Appraising people’s physical ability to work has been a premier criterion for eligibility, that is, deservingness often involved considerations around being “able-bodied.” The latter was already enshrined in imperial Roman edict of AD 382: This ordered the urban prefect of Rome to examine beggars based on their health and age—that is, ascertaining if they were able bodied. According to Parkin (2006), “The division of the indigent according to labour potential in the imperial edict of AD 382 is the oldest surviving official acknowledgement of this distinction” (81). In a similar way, current programs can be geared to “able-bodied members for participation in labor-intensive public works,” like in Ethiopia (GoE 2014, 1).

The related assessments to sort the deserving from underserving populations has generated practices for profiling of beneficiaries. Over history, secular and ecclesiastical authorities have relied on home visits by officials ascertaining people’s needs and collecting information on their living conditions. For example, in 1796, Hamburg’s “overseers had printed questionnaires … to each poor family … verified by a personal visitation … to discover the average earning of each member of the family” (De Schweinitz 1943, 92). This is not dissimilar from practices by cadres of social workers in, among others, contemporary Brazil and Chile.

From an operational perspective, it was not unusual to establish processes for supervising, assessing, and registering beneficiary populations. For example, the registration that took place in 1548 in Grenoble (De Schweinitz 1943) resembles modern “social registries” in Indonesia or the Philippines. As we shall see, the listing and registration of beneficiaries was even present in imperial China.

Provisions were largely limited to local residents. The principles underpinning provisions were mostly family based and directed to the “known.” Suspicion of strangers as fueled by cultural, economic, fiscal, and health factors have long shaped the localized nature of provisions. One of the most contentious corollaries of such framework is the prohibition of “begging,” especially by nonresidents. To claim that the history of cash transfers cannot be separated from authorities’ perennial attempts to curb “vagrancy” is only a slight exaggeration. Different institutional providers, like city-states and the church, could interpret those quandaries differently: Debates like “de Soto versus Robles” in 1545 Spain and “Alison versus Chalmers” in 1841 Scotland attest to the longstanding tensions on where to draw the lines between ecclesiastical and secular responsibilities in providing cash transfers (Martz 1983; De Schweinitz 1943).

The question of whether assistance could be provided conditionally has stirred extensive debates. Today, at least sixty-seven conditional cash transfer programs exist in forty-five countries (Banerjee et al. 2024). These programs are not necessarily modern innovations. For instance, they were present in Germany in the late 1700s and Buffalo in 1907 (Feder 1936). In Amsterdam in the early 1800s, children of cash recipients had to attend school and be vaccinated against smallpox (van Leeuween 1993)—a practice also recorded in contexts like French-annexed Tuscany in 1811 (Woolf 1986).

Conditions could range from extreme approaches like favoring the use of workhouses in 1800s England (Higginbotham 2012) and early 1900s China (Chen 2012) to more traditional forms of public works programs, such as those opted by Roman emperor Vespasian and Greek general Pericles (Garraty 1978). Present-day practices tend to make those programs self-targeted by setting wages below market levels: Similarly, in late 1800s Russia it was recommended that “wages in houses of industry should be lower than the average local wage, lest masses of workers leave their jobs and flood the institution” (Lindenmeyr 1996, 187).

Under the “old poor law” period (1600–1834), interventions for able-bodied populations in England generally combined cash assistance with coresponsibilities, including measures similar to contemporary work-search requirements (which at the time incorporated in the “roundsman system”) or being placed in private-sector employment at subsidized wages (the historical “labor rate” program) (Boyer 1990).

If not conditioned by design, there were expectations that beneficiaries behaved in accordance with social norms and moral principles.2 On one hand, cash transfers have been provided based on social status, such as when rendered to “morally worthy” populations that fell into crisis and deemed too proud for applying for assistance. Such beneficiaries were known as “shamefaced” poor in 1500s France, Spain, and Italy, among others (Pullan 1971). On the other hand, in 1788 Hamburg cash transfer beneficiaries received a printed copy of the “Instructions for the Poor,” a contract laying out the terms of assistance: Refusing to work, failure to send children to school, excessive alcohol consumption, or playing the lottery would constitute a breach in the contract (Lindert 2004; De Schweinitz 1943). A similar contract was stipulated with Chicago beneficiaries in the 1930s (Colcord 1936).

The history of cash and in-kind assistance is joined at the hip. Few cases feature systems that are entirely in-kind or cash based—mixed provisions seem to be rather the norm rather than the exception. Imperial China, India, and Rome blended large-scale provisions of in-kind transfers with the injections of cash assistance. It was common for European “poor relief” to provide a blend of transfer modalities (Lindert 2004). And pilot programs were set up to compare the comparative performance of cash and in-kind transfers in the 1930s in the United States (Colcord 1936).

Recently, the “cash versus food” debate included proposals to “let people choose,” like in India (Muralidharan et al. 2018). Examples of providing beneficiaries with choice between cash and in-kind transfers found early evidence in Toledo: In 1546, over 10,700 beneficiaries were provided with a choice between a cash transfer of two reales (equal to two days’ wages for an unskilled worker) and an equivalent amount of bread (Martz 1983).

These initial considerations suggest that depending on how questions of deservingness and other practicalities were addressed, these could lead to a sprawling set of cash transfer configurations. The variation and richness in practices is on full display, even in cases when programs may have a common origin. For example, poor relief in British colonies were rooted in England’s poor laws, but then created their own trajectories. For instance, in 1860, the prevalence of outdoor relief was comparatively limited in Ireland but expensive in Scotland; the role of religious institutions was limited in Ontario in 1830s but widespread in Malta, Quebec, and Cape Town; local taxation was a key feature of English and Scottish systems, while provisions in Southern Africa colonies were mostly centrally financed (Seekings 2023). This diversity can be in part attributed to contextual factors; but it is important to emphasize that cash transfers have been used to serve a number of disparate goals, which has led to different design choices. The chapter will now turn to these goals.



2.3 Codifying Diversity

A historical analysis suggests an array of ways to categorize the objectives of cash transfers. This chapter proposes a framing based around three broad and complementary goals, with each encapsulating a set of subobjectives. Core goals consists of facilitating economic transformation, supporting state building efforts, and help attaining social and political stability (figure 2.1).

[image: Three broad goals pursued by cash transfers over history, including economic, state building, and social and political objectives.]
Figure 2.1
Broad goals pursued by cash transfers over history. Source: Ugo Gentilini.



2.3.1 Economic Transformation

The first goal of economic transformation is underpinned by three subobjectives, namely, the use of cash to maintain labor reserves, enable transitions in models of economic organization, and foster economic inclusion. In terms of the first subgoal, history shows that cash transfers can help maintain a pool of labor reserve, hence casting new light on their role in industrial policy. In England, the industrial revolution that sparked the structural transformation process away from agriculture included an exchange in securities: While land constituted the main source of security for the agrarian population, urban migration required a detachment of the person–land relationship. A branch of literature shows that cash transfers played a critical role in providing an alternative—albeit highly imperfect—source of security for the new class of landless wage-employed (Szreter 2007; Solar 1995). Combined with other institutional innovations like the civil registry and justices of peace, cash transfers became part of an enforceable, countercyclical system that helped keep the workforce in the proximity of major industrial hubs during turbulent economic cycles (Charlesworth 2010). Similar functions were documented, for instance, in Amsterdam (Van Leeuwen 1993). Arguably, the massive scale-up of cash transfer provisions during COVID-19, which were largely geared at preserving jobs and workers’ health, may fall at least in part under a labor reserve rationale.

Another case of cash transfers accompanying economic transformation is offered by China’s experience over the past half-century. China’s phased, learning-oriented approach to extreme poverty elimination included cash assistance as part of a gradual combination of multiple instruments, institutional incentives, and high-level political commitment. Cash transfer programs started to carve out a more significant role from the mid-1990s. These coexisted with Maoist transfers of the 1950s: Nearly sixty years after their introduction, and despite a fundamental change in economic organization, the Sanwu and Wubao transfer schemes were topping up the new Dibao program for particular profiles of beneficiaries (Gao 2017).3

Besides an accompanying role in structural shifts, there were deliberate attempts to situate cash transfers within an economic inclusion framework. Experiences to integrate beneficiaries into economically viable initiatives included cases like Bristol in the late 1600s, Hamburg and Munich in the late 1700s, Florence in the early 1800s, and Elberfeld in the mid-1800s (Frohman 2008; Lindemann 1990; Woolf 1986). These models envisioned that low-income populations could be fruitfully employed in a way that fused social protection with a market-oriented philosophy (although one that shouldn’t compete with the private sector per se). Hamburg’s system (as well as Elberfeld’s model of 1853) were at the center of an early process of transnational learning and knowledge transfer (Pimpare 2004). These involved the analytical division of the city into “poverty districts,” surveying low-income people and collecting data based on home visits (with validation by neighbors), designing personalized coaching and assistance by middle-class volunteer guardians, and providing interventions ranging from public works (e.g., rope yarn, street cleaning) to categorical child benefits (mothers received cash transfers for each child, plus access to daycare) and conditional cash transfers to attend industry schools.4

The economic sustainability of those experiments ultimately proved limited. Also, the experiences revealed the limits of cash-based interventions in the context of sweeping industrial and urban transformations, as well as conflict, that altered the context where they operated. With growing cities, program implementers struggled in effectively “knowing the community,” and the assumption that different social classes coresided in similar areas (a key premise for the visitors approach) withered too. In some cases, the demise of economic inclusion schemes also led to a backlash against such provisions, with a switch of approaches from economic ventures to corrective measures of character through harsher workhouse conditions. The experience of Florence in the early 1800s and post-1834 workhouses in England are illustrative of such shift (Woolf 1986; De Schweinitz 1943).




2.3.2 State Building

Underlying the state-building goal were three interlocked subgoals: the role of cash transfers for delivering public interventions in imperial times, the functions that cash played in state responses to wars and economic shocks, and their institutional contribution in managing situations of protracted adversity.

In terms of the first subgoal, imperial China, the Roman Empire, and ancient India displayed various forms of state-provided food subsidies. While these schemes involve a complex logistics apparatus, it is within their framework that some seminal public cash transfer programs emerged. In the case of imperial India, paleographic evidence attests to the importance of assistance in times of crises: An inscription dated around 250–150 BC was discovered in Mahasthan. The plaque’s six to seven lines indicate that “when there is an excess of plenty, this granary and the treasury may be replenished with paddy and gamdnka [coins]” (Bhandarkar 1932, 87). Over two millennia later, such crisis preparedness practice was mirrored by an “anticipatory” cash transfer pilot in Bangladesh distributing cash in advance of floods.

The elaborate, three-pronged granaries of Imperial China point to the importance of state delivery systems, especially in terms of registration of beneficiaries. Household registration practices, which can be traced to the sixth century BC, were originally used for defense and governance purposes (von Glahn 2012). A transformational use of registers occurred during the Song dynasty around the turn of the first millennium, or between AD 994 and 1033. In such period, an empire-wide system of household ranking was devised for civil registration, taxation, and providing a level of redistribution via taxes and in-kind transfers. Households in rural areas were ranked in five levels (the Five-Rank Register) based on the availability of labor and assets. In urban areas, households were ranked into ten more finely graded categories. The ensuring household classifications were instrumental for being eligible to in-kind grains: These were provided to the bottom 40 percent of the ranks, that is, to the fourth and fifth categories in rural areas and to ranks six to ten in cities. Rankings were also used for cash assistance, although on a stricter targeted basis: for instance, a program introduced in Fujian in 1135 involved a one-off transfer to rural families with newborns that were below the fifth grade and to urban households below the seventh level of the registry. Imperial registration practices, it has been argued, anticipated some features of the hukou system underpinning modern Dibao programs (von Glahn 2012). In the meantime, in 1098, permanent “poorhouses” provided in-kind rice rations and cash transfers, with their size adjusted by age (Scogin 1978).

Alongside its evolving food subsidy system that ran for over seven centuries (123 BC–circa AD 617), Roman authorities made use of both anecdotal and permanent cash transfers. In terms of the former, three modalities stand out: The congiaria cash largesse involved universal payments to citizens on special occasions, such as the first one by Caesar to celebrate his accession and honor his passing (Hands 1968). The donativa envisioned the distribution of state money by the general to his troops as military reward. And during elections in the Republican period, cash payments were made by divisores to specific people for supporting candidates. Ceremonial cash distributions by rulers would also occur later in history on a more targeted basis.

Different from such extemporaneous largesse, cash transfers were also provided on a permanent basis. In AD 6, Augustus instituted the aerarium militare, a permanent revenue (financed via inheritance and sales taxes) to fund social pensions for army veterans. Interestingly, child cash benefits were also present across at least forty-six towns of the Italian peninsula: Introduced by the emperor Trajan (98–117), the alimenta scheme relied on state-sponsored, low-interest rates loans for local landowners, the proceeds from which funded the program. Information on the program’s financing is reported by inscriptions on bronze tables (tabula alimentaria), such as the one unearthed in the town of Ligures Baebiani. In Veleia, it is estimated that 10 percent of the town’s children received alimenta (Duncan-Jones 1964).

A second state-building subcomponent involves historical episodes of crises as opportunities for enhancements of state capacities. In some cases, cash transfers moved, in their various forms, from local provisions to national schemes. The US New Deal flagship public works programs are a case in point (Trattner 1974). But it was not subsequently just about a labor-intensive scheme: An innovative wave of experimentation was launched, as mentioned, in major cities over the 1930s to replace food commodities with cash transfers. Between 1933 and 1935, about 478,000 families, or over 1.6 million people, were supported with unconditional cash transfers as emergency responses in ten US cities. The fact that experienced NGO professionals would join the ranks of public service strengthened cash transfer capabilities of local governments (Colcord 1936).

In other circumstances, protected economic crises didn’t necessarily yield major shifts in action—as they would, for example, in the wake of the Great Recession in 2008–2010. With a few exceptions, like Mexico, the contentious period of structural adjustment in 1980s–1990s doesn’t appear, based on relatively scant program-level information, to have sparked a broad-based emergence of novel cash transfers (Graham 1998).

In addition to economic crises, conflicts also played a role. For instance, the US War of Independence disability pensions for wounded soldiers were, in 1818, extended to all veterans on a poverty basis—and in 1836, they were provided to soldiers’ widows; subsequently, Civil War pensions evolved from provisions only based on combat injuries and life loss to a more comprehensive system of disability and old age. Furthermore, states provided cash transfers to “morally worthy” mothers (Mother Pensions): Launched in 1910, the program reached almost a quarter-million children two decades later (Skocpol 1992).

In some instances, droughts have been an inflection point. In countries like Botswana in the 1970s and Ethiopia in the early 2000s, droughts activated a process of institutional strengthening, including to implement public works (Hickey et al. 2019). In the case of India, haphazard famine responses over 1860–1877 resulted in an estimated 8.3 million deaths. Responses varied dramatically across states, while a Famine Commission was established to develop the iconic Famines Codes of 1880. The principle of less eligibility, which characterized the British major reform of cash and other poor relief transfers in 1834, was reflected in those codes (e.g., the guidance envisioned three self-targeting tests as proof of necessity) (Bhattacharya 2017). The Indian postcolonial “Scarcity Manuals” moved the policy focus from the prevention of starvation to the protection of basic entitlements (Drèze 1988).

Such experiences convey a broader point on the legacy of the colonial period. In fact, it was argued that social protection in low- and middle-income countries “cannot be understood without examining the way welfare policies and programmes introduced during the imperial era have continued to influence current policy-making” (Midgley and Piachaud 2011, 10). About half of social protection programs in former colonies were introduced before independence. Approaches adopted by colonizing powers like France, England, and Spain diverged markedly. Such differences “still have consequences for today’s social policy-making and help to explain why some countries have introduced social assistance schemes and others not” (Schmitt 2020, 142). For instance, the chance of a former British colony having a social pension is nearly seven times higher than in other countries.

There was significant demand and interest in cash transfers by colonial territories themselves. Already in 1682, Jamaica instituted a local version of the poor laws to support European settlers; about two centuries later, in 1886, cash transfers could be provided in times of personal financial distress. Similar provisions were established in 1902 in Mauritius, and a wave of countries introduced social pensions in the 1930s–1940s (Seekings 2023).



2.3.3 Social and Political Stability

The third and final goal of cash transfers, namely to attaining social and political stability, also includes various undercurrents. Within this bucket are experiences leveraging cash transfers as part of religious and moral precepts, handling the problem of “begging” and mobile populations, and a range of practices in the context of soothing social discontent and engendering political consensus.

Religion played an important role in cash transfers. Part of such role is practical: Religious institutional platforms, like churches, temples, and mosques, would play an implementation function even when assistance would become secularized. Examples include priests nudging for poor relief donations in England or the continuous use of parishes as administrative units in several Anglo-Saxon settings.

Religious precepts would influence how “work” and “giving” were upheld. For instance, the Protestant ethic of work has shaped attitudes toward cash transfers among Catholic, Lutheran, and Calvinist approaches (Kahl 2005). Diversity occurred even within those currents: For example, while Catholic doctrine is often associated with “indiscriminate” giving, the work of the Decretists and their Summa at the turn of the first millennium reveal nuances on eligibility and prioritization (Tierney 1959). Islam is often associated with zakat; yet, there is evidence that Omar bin Al-Khattab, who ruled the Rashidun Caliphate in 634–644, established a department of social security, including to conduct registrations for social protection purposes; there were in-kind transfers in times of crises; and a scheme of child allowances was introduced (Hasan 1997).

Cash transfers have been used to cement social hierarchy and class segmentation. Starting about five centuries ago, but even before then in some cases, the provision of cash transfers was subject to close social investigation into deservingness of claimants. Such process was led by various local elites (e.g., nobles, wives of prominent professionals, young businessmen), with better-off classes being actively engaged in visiting, assessing, ranking, and deliberating on whether, what, and how assistance to poor households should be provided. Being appointed guardian or overseer may have been a way of combining responsibilities toward communities with private returns in social capital. Accounts from the Dutch Republic and Calvin’s Geneva, for example, show that such appointments also generated opportunities for the ruling classes in terms of establishing social status, career advancement, and exerting patronage (Van Leeuwen 1993). Race and indigenousness also played a role in shaping cash transfer eligibility at specific points in history, such as racially differentiated provisions documented in mid-1700s South Carolina (Lockley 2005). The adequacy of South Africa’s social pensions was racially segmented up to the mid-1990s (Seekings and Nattrass 2005).

The vast reference to “vagrants,” “vagabonds,” or “beggars” in history is extensive, raising perpetual dilemmas on how to tackle the social, institutional, and fiscal implications of mobile populations. In general, begging (and idleness) among the able-bodied was made illegal and firmly punished (although some exemptions were granted). Six sets of measures can be identified, including banning and apprehending, corporal punishments (including branding with hot metals), work, deportations, licensing, and payments (Ribton-Turner 1887). In the latter case, an example is provided by the Spanish city of Zamora in 1539: The city’s council ordered that all nonresidents had to be paid one-off transfers in cash (2 maravedíes) and in food (a loaf of bread) and then leave the town (Flynn 1989).

Politics played a prominent role. Four brief illustrations could help articulate political dimensions of cash transfer programs. The first speaks to the use of cash assistance as a way of taming social turmoil. For example, an analysis of English relief over six periods spanning 1650–1815 revealed that an increase by one standard deviation in per capita amount of poor relief in a preceding period reduced food riots in the subsequent period by about 50 percent (Greif and Iyigun 2013).

A second illustration includes leveraging cash transfers for political consensus. There is some recent evidence that cash transfers could increase electoral participation and support for incumbents (Araujo 2023). Cash transfers may, relative to tax deductions, provide further opportunities for visibility and political labeling (Matthews 2021). Moreover, cash transfers can be part of the process of deliberate political coalition-building and electoral competition, including in Africa (Lavers 2022).

A third line of discussion explores whether political embracement of cash transfers is truly genuine. In general, donors and external actors made significant headways in promoting the introduction and scale-up of cash transfers in lower-income contexts. However, scale-up coexisted with intense debates on cash-induced “dependency” and the cultural acceptability of design parameters (Hickey et al. 2019). Finally, the fourth example offers a country-specific vignette: This includes a historical political juncture when the United States considered the idea of a guaranteed minimum income programs in the 1960–1970s (and its relatively rapid political demise). While there is much debate on why such cash transfer proposal succumbed in the Senate Finance Committee in December 1970, the program sparked a national political conversation around the nature of cash assistance in the United States (Steensland 2008).




2.4 Recurrence and Reform Trajectories

Within the diverse set of goals pursued are indications of a recurrent pattern. As illustrated in figure 2.2, such recurrence starts with needs mostly generated by structural factors, such as economic change, demographic shifts, conflict, and plagues (Brady 2023). Cash transfers would be provided to help meet those needs, but programs would not be able to significantly address the underlying drivers of deprivation. This would give rise to a coexistence between cash assistance and needs, hence providing fertile grounds for brewing discontent. The canary in the coal mine is supposedly the rise of “rolls” and public outlays—purported sentinels of a malaise where cash transfers are cast from being a response to a problem to being part of the problem itself (Desmond 2023; Katz 1986). A backlash would soon ensue, and narratives would alter the direction in causality: From a response to a problem, cash transfers, and the people receiving them, would become the problem itself. Over the 1700–1800s, such indictment could count on the support of a range of classical economists, clerics, biologists, and philosophers (Boyer 1990).

[image: Stylized trajectories of reform, including shifts within and between providers as well as hybrid models.]
Figure 2.2
Pattern in cash transfer provisions. Source: Ugo Gentilini.


A tightening of provisions would make assistance more highly conditioned, stricter in management and harder to access. Needs in society would increase, creating the conditions for reigniting the cycle. Three main reform paths of “tightening the belt” can be discerned. These involved a change in main provider, a shift in institutional arrangements within the same provider, and hybrid models.

In terms of the first set of reforms, these centered on changing the main provider: The watershed reforms that swept across Europe in the early 1500s, and which largely shaped the blueprint for social assistance for the ensuing centuries, would involve the secularization (although not a complete one) of transfers to varying degrees away from church authorities and in favor of state officials. The latter, it was argued, would be better placed to distinguish, among the wave of relief claimants, the deserving from undeserving populations. The experiences of Nuremberg (1522), Kitzgingen (1523), Regensburg (1523), Strasburg (1523), Ypres (1525), Mons (1525), Bruges (1526), Hamburg (1527), Venice (1528), and Lyons (1531)—and wider legislation by the Habsburg Empire (1531), Scotland (1535), England (1536), and Spain (1540)—provide a rich set of practices on how states embarked on new responsibilities for cash transfer provisions (Geremek 1994; De Schweinitz 1943; Salter 1926). Furthermore, health risks may have played a role: The late 1400s witnessed a rise in the incidence of plagues, and the connection between vagrancy and the spread of contagious diseases like the bubonic plague motivated stricter public controls for poor relief (Pullan 1971).

Shifts in providers also worked the other way around: In the late 1800s, civil society actors like the Charity Organization Society in New York City ramped up “scientific” engagement in cash transfers as opposed to “indiscriminate giving” by public authorities (Zelizer 1997). Charity organizations attempted to reestablish urban social ties; but to do so, it was necessary to know the conditions that shape people’s lives. To reconcile the twin impulses of “simultaneously investigating and befriending the poor” (Greeley 2022, 20), scientific relief drew from practices tested in Germany and Scotland (De Schweinitz 1943).

Another stream of reforms reconfigured arrangements within the same institutional provider. The landmark new poor law reform of 1834 in England presented new institutional arrangements, including a preference for workhouses, the consolidation of parishes into larger administrative units, and the reorganization and anchoring of eligibility around the twin devices of the “work test” and “less eligibility.” Yet, revisionist studies exposed how the process of informing the law was largely driven by an anti-cash ideology instead of evidence (Baugh 1975; Blaug 1964; Finer 1952).

Hybrid reform models combined elements of internal rearrangements with change in providers. The case of the United States in the 1980–1990s illustrates such pathway. While the mainstream argument is that public spending was slashed during conservative ideology, data shows that expenditures increased over that period (Haveman et al. 2014). Larger spending coexisted with tightened eligibility motivated by growing concerns around incentives, work requirements, and dependency. Tighter access reduced benefit uptake, while growing shares of expenditures were directed to private providers, including to monitor and enforce compliance, deliver trainings, and facilitate work transitions.

What happened to people who stopped being covered or participating in cash programs? For a number of ex-beneficiaries, exclusion didn’t mean proof of self-reliance. It meant that the state shifted the costs of provision onto people themselves. Left on their own devices, some ex-participants may have reentered the labor market (if they had left it). But for others, retrenchments in assistance helped increase incarceration, asylums, and orphanages (and related expenses) as well as overwhelming informal and civil society capacities (Pimpare 2004).

What can explain the adversarial, 1834-type rhetoric over time and space? Hirschman (1991) codified an anticash playbook. His work identified a set of mechanisms of influence involving three interconnected theses of “perversity,” “futility,” and “jeopardy”: The first maintains that well-intended policies would ultimately have the perverse effect of hurting people they are supposed to help; the second thesis of futility states that reform attempts would invariably lead to disappointment; and the jeopardy argument acknowledges that a proposed policy may even be desirable, with unacceptable costs wiping out past progress.5 The interplay of the three theses in general, and the power of the perversity thesis in particular, shaped intellectual tactics against cash transfers for centuries (Block and Somers 2014).



2.5 Conclusion

This chapter presented a short history on the origins and spread of cash transfers over the past two and a half millennia. Five main observations emerge for the preceding rapid analysis.

First, history points to a wider and deeper presence of cash transfers in the development process than often assumed. Cash transfers were part of evolving economic, social, and political transformations. Such changes generated dilemmas in perpetual motion: For instance, whether it was northern Italy in the early 1500s, the Netherlands in the late 1700s, New York in the late 1800s, or China in the early 1990s, transfers helped countries mitigate, albeit imperfectly, the turbulence of structural economic change. Cash programs have been introduced, expanded, adapted, and downscaled to help manage the effects of sweeping forces of change through a variety of goals. In other words, cash transfers are a “development underdog”.

Second, cash transfers have at times been interpreted as causes instead of consequences of deeper problems. In principle, the reduction of cash transfer provisions should be the result of corresponding declines in need, or a broad-based improvement in well-being that makes transfers unnecessary. Instead, the chapter recounts instances where reductions in coverage were spurred not by more conducive social and economic conditions but by political and institutional forces. When needs outpaced the capacity of prevailing systems of countries or cities to handle them effectively, cash transfers—and the people receiving them—could get portrayed as part of the problem. Outcries for people “still on the rolls” might ensure, and reform along restrictive lines may be enacted. This, in broad strokes, is the “pattern” emerging in several cash transfer experiences over history. Recognizing those historical continuities could help explain, at least in part, the periodical contemporary frustration with cash transfers. In this regard, history plays an important role by providing the prism through which those regularities could be more clearly detected, understood, and potentially acted upon.

Third, empirical evidence has contributed to bolstering the relevance of cash transfers in a fundamental, credible way. However, there are limits to the uptake of evidence in policymaking. Understanding and tackling the root sources of reservations—including mindsets, values, politics, vested interests, and so on—may call for multidisciplinary perspectives. History, anthropology, sociology, theology and political science can coalesce with economics in a powerful analytical mosaic that could help recognize structural forces at play, elucidate how perceptions about cash transfers are formed, and help explain why narratives “stick.”

Fourth, whether the “pattern” of cash transfer rhetoric would persist may in part depend on whether the structural generators of poverty are attacked. This raises another question: To what extent are generators of poverty “fixable,” or to what degree are they inherent in economic and social systems? These are not abstract philosophical questions, but concrete dilemmas providing different rationales and motivations for the use of cash. Two school of thought emerge. On one hand, a relatively recent literature frames poverty as simply a “lack of cash.” In other words, poverty can be shortcut with cash transfers. Rallying reform efforts around the manifestation of poverty can be relatively simpler and more actionable that marshalling an attack on its multifaceted causes: Cash transfers offer a concrete, tangible, direct route for action against deep-seated and often elusive causes of poverty. The drawback of “just give people money” is that it conceals an underlying problem. It was argued that poverty in the 1960s in the United States “didn’t disappear; it was overwhelmed by cash” (Mead 1986, 40). An alternative framing may posit that cash can help address some causes of poverty. Cash helps rectify a situation that has deeper personal and structural imbalances. Some of those micro individual constraints can be addressed by cash, while most structural macro bottlenecks often remain unfettered and keep generating inequities (Piketty 2016). Hence, the question on “shortcutting” may ultimately be one on whether poverty is somewhat endemic in societal organization (Desmond 2023). Cash transfers are contested because the poverty problem is contested. Yet current cash transfers debates are often divorced from broader poverty narratives. The ability of cash transfers to play a more relevant role in society may hinge on the emergence of a convincing narrative countering the mainstream idea that insecurity and fear of scarcity are more powerful drivers for the betterment of living conditions among the economically disadvantaged than security and hope.

Finally, a historical perspective on cash transfers may cast recent practices in a humbler light. Issues around “deservingness” were legislated about 1,800 years ago. Systems of registration were present at the turn of the first millennia, while household “visits” by officials to ascertain needs were part of practitioners’ toolbox five centuries ago. The idea of conditional cash transfers, or that of a minimum income guarantee, including being index-linked to inflation, are at least 230 years old. Child benefits financed progressively can be traced to two thousand years ago. Universal basic income goes back two and a half millennia. Yet an overall consistency in design choices doesn’t mean that experiences lacked specific innovation, diversity, or adaptation. Different practices have been documented, including leading to a variety of configurations in design and providers. And as mentioned, recurrence may tell us more about the intractable nature of the problem than the effectiveness of the instrument.

History offers a sense of trajectory for interpreting present quandaries on cash transfers. It provides some key road signs that could help us in the journey toward a more constructive dialogue. Such clues—like the reflexive views that cash transfers make people “dependent,” or the purported logic that people in poverty are better off with little support—have been with us for centuries. Rather than dismissing them a priori, we should understand where such perspectives come from. Reimagining a different future starts with explaining and questioning the present, and history is a precious ally in such pursuit.
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Notes


	1 In prefacing his historical review of unemployment, Garraty (1978) wrote: “I have called this book Unemployment in History instead of History of Unemployment because it does not attempt to describe … why there was unemployment at various times.… Rather it is a study of how the condition of being without work has been perceived and dealt with in different societies from the beginning of recorded history.” The title of this chapter, “Cash Transfers in History,” signals a similar approach: It is not intended to offer a linear chronology of cash transfers over time; instead, it presents a framework to elucidate varieties and regularities as supported by experiences emerging at different points in time and space.


	2 An intriguing line of anthropological inquiry has raised the question of whether cash is a neutral carrier of value to be used by independent agents, that is, whether social relations can influence the degree to which people feel “free” to exert choice on how to use money. In this regard, historical ethnographic studies of cash usage in the 1890s—as well as more contemporary cases—show that a transfer of money can be interpreted as a tool of empowerment or patronage pending on how money is entangled with social, moral, and political narratives (Greeley 2022; Zelizer 1997).


	3 At the time when Russia and China reconfigured their economies along socialist and communist lines, transfers operated in tandem with employment-based social insurance programs (Madison 1980).


	4 Children aged six to sixteen received two forms of transfers: A flat allowance (“payment for his work”) was complemented by a performance-based payment resulting from “the compound ratio of his attendance at school, his behavior, and his application to work.” The payment size was calibrated based on the difference between what they earned at the industry school and what they may have earned in the labor market (De Schweinitz 1943).


	5 Importantly, Hirschmann’s playbook is largely, but not exclusively, devoted to uncovering conservative rhetoric. In fact, progressive narrative can also rely on a playbook with adopted standard counterpoints.
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The Rise of Social Safety Nets and Social Insurance in the West: Implications for Developing Countries
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3.1 Introduction

The social safety net is designed to aid households facing adversity. It consists of two types of programs: means-tested redistributive programs and social insurance in which contributions are made in advance to provide protection against shocks to income or health. While social safety net programs are well established in the West, they are still evolving in developing countries. It is estimated that one-third of the world’s poor escaped extreme poverty because of safety nets (World Bank 2018). Yet, one in five of the world’s poor, largely in low- and middle-income countries (LMICs), still lack access to a safety net program (World Bank 2018).

LMICs stand to benefit from developing their safety net programs for several reasons. First, a very high concentration of the impoverished exist in LMICs. Second, the populations of LMICs experience income and health shocks at a greater frequency and intensity, which are more likely to worsen in the future because of climate change. And finally, contrary to widely held beliefs, the expansion of social welfare programs has not slowed the growth and development of rich nations and may even be complementary to growth (Lindert 2021).

In many LMICs, the early social safety nets provided pensions and health insurance to state employees only. But since the late 1990s, social safety nets have rapidly evolved, expanding in scope to include cash transfer programs (which exist in more than 120 developing countries), health insurance provision for the poor, food security programs, disability benefits, and minimum employment guarantee schemes (World Bank 2018). Programs have also moved away from purely state provision toward more market-based programs and contributory systems in the case of health insurance and old age pensions. Today, these programs cover 2.5 billion people in LMICs.

Yet, LMICs face many challenges in expanding their social safety nets. These include a lack of resources, a large share of informal employment and farming, limited demand for insurance, and weak state capacity. We examine how higher income countries developed their safety nets to help LMICs avoid mistakes and find better pathways as they develop their own.



3.2 The State of the Social Safety Net in LMICs


3.2.1 Definitions

Noncontributory public assistance transfers resources to the poor and the disabled out of general tax revenues. These transfers can come in the form of cash, but frequently they are in-kind, such as food, housing, health care, or childcare. Transfers can be unconditional or, in some cases, conditional on certain behavior, such as child school attendance. Although public education could be part of the safety net, arguably it is more of a workforce development program. Here we focus on a narrower set of programs.

In social insurance programs the worker and/or their employer contributes to a common fund by paying specific taxes or premiums for benefits when an adverse event occurs. Such programs include insurance for unemployment, health, life, disability, and old age, as well as sick days.1 These programs can be operated either by governments through payroll taxes, or they can operate like a private insurance market, funded privately by employers and workers who pay premiums, or through household contributions to nonprofit organizations, like mutual societies.



3.2.2 Safety Net Spending Today

Table 3.1 presents government social welfare spending as a share of GDP for the thirty most populous countries today, and for eight other interesting cases, that collectively accounted for 79 percent of the world’s population in 2023. This excludes mandatory and/or voluntary contributory programs for pensions, health, disability, and life insurance programs provided through employers or nonprofits.2 If we were to include these nongovernment programs, the ranking would change as some of the lowest public spending countries devote high percentages of gross domestic product (GDP) to mandatory or voluntary private programs. For example, low public spending countries, Uganda (2.3 percent), Kenya (1.6 percent), the Democratic Republic of the Congo (1.8 percent), and South Africa (3.0 percent) had some of the highest percentages of GDP devoted to mandatory or voluntary private health programs. The Netherlands, Switzerland, the United Kingdom, Australia, and the United States have retained that tradition more than other OECD countries. As a result, when private mandatory and voluntary programs through employers are added and taxes on benefits and consumption are subtracted, these countries move higher in the rankings.





Table 3.1

Public and net total spending on public assistance and social insurance programs, GDP per capita, and population for countries accounting for 79 percent of the world population

[image: A table presenting government social welfare spending by category of spending as a share of GDP for selected countries. Most social expenditures are highly concentrated on pensions and health care.]
Table 3.1 reveals several patterns. First, most social expenditures are highly concentrated on pensions and health care, with health care for the elderly accounting for a large share of overall health care spending. Spending on the elderly is much higher than on mothers and children. This is particularly true in rich countries, though including educational spending would raise the public amounts spent on children. Second, the countries with the lowest public spending percentages tend to have low per capita incomes, large populations, and young populations. Third, political factors matter. Public social welfare spending shares are lower in areas that have lower participation in the political process and greater gender inequity (Fishback 2023). Even if we were to include mandated programs, LMICs today devote a much lower fraction of their GDP to social expenditures relative to their richer counterparts (Lindert 2004, 2021).




3.3 Key Insights into the Development of Social Safety Nets from High-Income Countries


3.3.1 Sufficiently High Incomes Are a Necessary Condition

Per capita GDP appears to be an important determinant for the development of safety net programs: Among rich countries today, expenditures did not rise much until after World War II (figure 3.1).

[image: The evolution of expenditures on safety net programs in selected now-rich countries from 1880 to 2006. These expenditures did not rise much until after the second world war when the level of GDP was high.]
Figure 3.1
Public social spending as a share of GDP, 1880 to 2006. Notes: Data from OECD and Lindert (2004). The database was downloaded from https://ourworldindata.org/grapher/social-spending-oecd-longrun on March 5, 2024 (Ortiz-Ospina and Roser 2016). Social spending includes, among others: health, old age, incapacity-related benefits, family, active labor market programs, unemployment, and housing.


But when is per capita GDP high enough to establish robust safety net programs? All countries in table 3.1, except the Democratic Republic of the Congo, have reached the level of income at which European countries began mutual associations. Per capita incomes in 2011 dollars in Germany, which led in the development of social insurance programs in Europe, and the UK were $1,300 and $2,000 in 1600 when there were already


[image: A positive relationship between Real GDP per capita and public social welfare spending as a share of GDP.]




3.3.2 Government Stability Is a Necessary Condition







3.3.3 Development of High-Quality Bureaucracies: Monitoring, Independence, and Meritocracy







3.3.4 Redistribution Programs Have Remained Small in the West and Moved Toward In-Kind and Conditional Assistance








3.3.5 Prevention Rather Than Cure: Popularity of Social Insurance Programs











3.3.6 The Early Social Insurance Programs Focused on Workplace Accidents, Sickness, and Unemployment for Workers









3.3.7 Old Age Pensions: Popular but Pay-Go Programs are Increasingly Problematic










3.3.8 The Rise and Diversity of Health Insurance Schemes















3.3.9 OECD Countries Have Failed to Provide Access to Social Insurance for Many People in the Informal and Agricultural Sectors








3.4 Conclusion
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		Figure 18.1 Meta-analytic estimates of the effects of cash transfers on well-being and mental health. Each row shows an estimated meta-analytic effect of cash transfers in LMICs, with key study and outcome inclusion criteria. All meta-analyses estimated an average effect size in standard deviation units using a random-effects model. Squares denote estimates that pooled UCTs (unconditional cash transfers) and CCTs (conditional cash transfers), diamonds effects from UCTs only, and circles effects from CCTs only.



		Figure 20.1 Study area in Egger et al. (2022), reproduced from the article.



		Figure 20.2 The relationship between climate shocks and conflict, before and after NREGA, Fetzer (2020), reproduced from the article.



		Figure 22.1 Forced displacement, 1945–2022. Notes: The figure illustrates the evolution in the number of forcibly displaced persons. The black line portrays the evolution of all forcibly displaced persons, while the dotted and dashed lines denote the evolution of IDPs, only reported starting in 1998, and refugees, respectively. The latter includes refugees under UNHCR mandate, Palestinian refugees under UNRWA protection, and people in need of international protection, including Venezuelans abroad. Source: Data from UNHCR (2023).



		Figure 22.2 Forcibly displaced persons by host countries. Notes: The map illustrates forcibly displaced persons in thousands by host country. Source: Data from UNHCR (2023).



		Figure 22.3 Refugee’s access to social protection. Notes: Degree of refugee access to social protection systems over a sample of thirty host countries with available evidence. The index summarizes scores on social assistance (access to cash transfers, food vouchers, and asset transfers), social insurance (access to health care, education, and retirement), and labor market access (active labor market inclusion policies). The scores measure access to social protection schemes and programs: –2 indicates refugees are explicitly excluded; –1 indicates refugees are excluded partially; 0 indicates refugees are eligible, but there are barriers that limit access in practice; and 1 indicates that refugees are explicitly included. See Moya and Rozo (2026) for details.



		Figure 22.4 Impacts of the PEP program on refugee well-being. Notes: Impacts of the PEP regularization program on refugee well-being, access to services, labor outcomes, and health (Ibáñez et al 2025).



		Figure 23.1 The prevalence of conflict and poverty. Note: Panel (a) displays the geographic distribution of the Conflict Severity Index category from the 2023 version of the Armed Conflict Location and Event Data Project (ACLED) project, first introduced by Raleigh et al. (2010). Countries with a higher index face the most severe and complex conflicts based on their deadliness, danger, diffusion, and fragmentation. Panel (b) plots the latest country-level poverty headcount ratio at US$6.85 a day (2017 PPP) from the World Development Indicators.
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Nigeria 0.7 0.6 0.9 n.a. e 0.3 0.2 0.0 na 5,578 224
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Thailand 37 27 22 0.1 0.0 12 0.1 0.5 na 15,020 72
Singapore 42 2.0 0.7 n.a. 0.3 0.9 0.7 0.0 na 65,660 6
China 6.3 3.0 37 0.1 0.1 1.6 0.3 0.2 na 12,224 1,426
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Germany 250 8.6 10.1 1.0 0.7 2.1 0.8 22 252 44,293 83
Greece 26.4 4.2 17.5 1.0 0.3 1.0 0.7 1.3 21.1 22,442 10
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Median 10.1 31 38 0.3 0.2 0.9 0.5 0.5 241 15961.0 78

Sources and Notes: Public spending information comes from an International Labor Organization (2023) dataset. Net public and
private social welfare spending was downloaded from the OECD (2022) statistics database. Real per capita GDP measures are
reported in 2011 us dollars usmg purchasmg po\\ er parity from the Project (2023). P ion is from https:/www
world world try/ accessed on August 31, 2023. The percentages relative to GDP for
the subcategories of spending do not always add up to the total in the first column du to differences in the year reported and the
use of different sources. Information for Taiwan and Hong Kong was accessed on June 15, 2023, from hitps:/www.google com
/search?q=tai dp-+p pita+2015+in+U.S +dollars&rlz=1C1CHBF_enUS856U! pita+2015
+in+U.S +dollars&gs | lcrpAEgZJaIIvaWUyngAEEUYOTIIICAEQIRuAjIKCAIQIRgWGBOYIItIBCTESN]anJ
BqN6gCALACA A&sourceid=chrome&ie=UTF-8; Taiwan GDP in PPP 2015 from International Monetary Fund

World Economic Outlook Database https: .imf.org/en/Publicati WEO/ database/2022/October
/download-entire-database; Hong Kong Health Expenditure as share of GDP is from https:/www.healthbureau.gov
‘hk/statistics/download/dha/en/tablel _1920.pdf.

*Countries with data for years besides 2015: Bangladesh 2014, Congo 2012, Ethiopia 2010, India 2014, Iran 2010,

Japan 2013, Kenya 2012, Nigeria 2012, Pakistan 2014, Taiwan 2010, and Turkey 2014.
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