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Big Messages 

For ECA 
– LRIS programs are effective  
– But in many countries are too small, there are sound reasons for 

them to play a larger role in social policy 
– The active agenda of reform is still alive – with various countries 

moving to ‘best practice’ in some aspects of implementation, 
such as targeting, MIS, control of error and fraud, activation – 
and others yet to adapt them 

For Rest of the World 
– Means or hybrid means testing is feasible in economies with 

sizable informal sector and reasonable administrative capacity 
– We would not recommend the GMI formula 
– These cases discussed add to wider know-how on many other 

issues 
 



In ECA LRIS Spending is Small,  
has small but variable role within social assistance 



Coverage of LRIS is very low,  
even among the poor 

 



Generosity is Mostly Moderate to Low 



Incidence is Highly Progressive,  
though there is room to improve  

Means Testing is the Predominate Targeting Method  
for LRIS in ECA 



Targeting Requires Administration 

• Compared to universal programs, targeted programs will have 

– higher administrative costs as share of total costs 

– but lower total costs  

 Illustration of Costs for  
Targeted or Universal Child Allowance 

Really good 
treatment on  
Concepts and 
interpretatio
n 



Despite the programs’ complexity, 
administrative costs in ECA’s LRIS 

are not so high 
 



And compare well internationally 



Income is Complex  
and Some is Hard to Verify 

Easy to  
verify 

Hard to 
verify 



Empirics on Hard and Easy to Verify Income 

Bulgaria 

 

Kyrgyz Republic 

 



Household do Under-Report Incomes 



Documentation or 
Cross-Checks Useful 

Linking different 
government data sets can 
reduce costs to 
government and to 
household of verifying 
family status and incomes 



Imputations Often Used to Impute  
Hard to Verify Income 



Filters Sometimes Used in Targeting,  
Often Producing High Errors of Exclusion 



Guaranteed Minimum Income  
Benefit Formulae 

• Gap formulae used, often with adjustments 
for various other factors 

• Should get most poverty reduction per $ spent 

• But is complex 

• And may discourage work effort 

- Evaluation evidence fairly scarce 



Controlling Disincentives Effects is  
A Balancing Act 

Rather low in ECA’s LRIS, 
2-6% of GDP per capita 

VERY high in 
MIG design, 
Needs other 
elements to 
counter-balance 

The active new agenda, 
Room for more 

1-2 in 3 adults in 
LRIS are NEETD 

Generosity 

Work 
able but 
not 
working 
adults 

Activation 

Marginal 
tax rate 
on 
earnings 



Eligibility Thresholds  
Need to be Kept Up-to-Date 

Erosion of thresholds over time has been an 
important factor in shrinking programs 

 

Thresholds should be: 

• At least indexed to inflation 

• Consider linking to a concept that reflects living 
standards  
– share of average labor earnings or  

– share of median income 



The Basics on 
Error, Fraud and Corruption (EFC): 

 

• Most SP beneficiaries are honest - but not all 

• Perfection is not possible – but EFC can be kept low 

• Each program should strive to achieve high level of program 
compliance: 
– Pay the right beneficiary, the right amount, at the right time 

• Need to find the right balance: 
– Too much emphasis on EFC could deter eligible beneficiaries from 

applying 

– Too little emphasis on EFC can waste resources and undermine the 
political economy of support for the programs 
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Use a multi-pronged approach to combat EFC 

Prevention 

Detection 

Deterrence 

- Improved verification 

on eligibility 

- Provision of 

information to 

applicants and public 

- Risk-based and 

random reviews 

- Data matching 

- Telephone hotlines 

- Sanctions 

Monitoring 

- Often linked to 

performance 

management 
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Interventions that act on referrals Interventions designed to generate 
referrals on suspicious benefit cases 

Develop a comprehensive system to detect 
and correct EFC 

Advertising 
Benefit Fraud  

Hotline 

Data-matching 

Fraud  
Investigations 

Prosecutions 

Compliance  
Visits 

Staff referrals 
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MIS is the backbone of it all 

• Need rudimentary MIS for listing and paying 
clients 

• More sophisticated MIS allows: 
– Cross-checking for verification of incomes and better 

targeting 

– Underpins profiling for control of error and fraud 

– Can allow phased benefit reduction and linkages to 
activation programs to counter disincentive effects 

– Allows linkages among programs for more integrated 
and effective social protection 

 


