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COVID-19 Crisis:  Exposed Social Protection Needs

● Economic crisis brought on by 
COVID-19 emphasized the 
importance of effective social 
protection systems

● In fact, 212 countries or 
territories have planned or put 
in place 1,179 social 
protection measures

Source: World Bank , 2020

http://documents1.worldbank.org/curated/en/295321600473897712/pdf/Social-Protection-and-Jobs-Responses-to-COVID-19-A-Real-Time-Review-of-Country-Measures-September-18-2020.pdf


Even before COVID-19, more social protection as GDP rises



Social insurance spending rises as GDP rises 



Increased social protection programs

• The number of developing countries with social safety nets doubled in 
the last two decades from 72 to 149 countries (World Bank, 2017)

• More than 60 countries have conditional cash transfer programs (CCTs), 
up from 27 in 2008. 

• More than 90 countries have unconditional cash transfer programs.
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How do you provide assistance to the right people?

• In the U.S., formal markets with paper trail –can verify if someone lost 
their job, their income, any assets in the bank

• Can also provide assistance through tax system (i.e. EITC, the U.S. fiscal 
stimulus checks)

• In developing countries, informality, limited tax systems, and limited 
banking institutions means it is hard to verify income           alternative 
systems for finding the poor

• Challenges in delivery of aid to targeted individuals–lack of transparency, 
leakages and corruption          how can we make sure people get the 
assistance they are entitled to
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Before many countries did not 
even try, and offered blanket 
subsidies in the hopes of 
reaching the poor



Move from subsidizing commodities…….

• Consumer energy and food subsidies have been a common form of social 
assistance in low- and middle-income countries for many decades

• Pros: provide some social assistance, popular

• Challenges: help the rich as much (or more) as the poor, fiscal strain 
(particularly if universal), distortions
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Move from subsidizing commodities to targeted transfers

• Many countries have reduced subsidies and replacing them with targeted 
transfers (cash or vouchers) for poor households

• At least 40 countries have reformed their energy subsidies since 2014. 
At least 12 introduced measures to mitigate the impact on the poor 
(Asamoah et al., 2017)

• In Indonesia, which I am talking about today, alongside the 2013 fuel 
price increase, the GoI provided poor households with IDR 600K in cash 
(BLSM) and extra rice subsidy. They also expanded conditional cash 
transfer programs.

https://voxeu.org/article/energy-subsidy-reform-difficult-yet-progressing


Providing targeted transfers 
creates a new policy challenges

1. Who is eligible to receive assistance 
and how do we identify them? 

2. How do we make sure assistance 
actually reaches the targeted families? 
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Who is eligible to receive 
assistance and how do we 
identify them?



The policy questions

• Indonesia gradually moving away from non-targeted subsidies (fuel, 
electricity, food) to targeted transfers

• Subsidized rice, scholarships, health insurance, CCTs, UCTs

• In the COVID-19 crisis:

• A particular need to identify households who were hit by COVID-19 shock 
(which may not have been the same people as before) 

• With budget constraints, want to identify those most in need at a give time –
means that not only do you need to identify those most in need, but also those 
who no longer need assistance –want a system that can target not just poverty, 
but shocks
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How to target?

• Challenging in emerging economies since governments do not observe 
data on incomes, particularly for the poor. So, the approaches from 
developed countries won’t necessarily work.

• Many countries –like Indonesia--move towards a unified database:

– What type of data should it include?

– Who does it include?   What do we do if people are excluded?

– How do we effectively update beneficiary lists over time? 
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Each method has theoretical pros and cons

Targeting 
method

What is it? Pros Cons

Proxy means 
test (PMT)

Government predicts 
income based on survey 
measuring household 
assets and characteristics

Objective, consistent Income prediction 
is imperfect; it is 
not transparent

Community-
based targeting

Community members 
identify poor households

Community may have 
better info than govt. 
about who is poor

They may not 
reliably and 
consistently report 

Self-targeting Poor households apply to 
receive program

People missed by the 
system can apply; rich 
potentially screened 
out—applying takes 
effort

People may not 
know about the 
program or have 
time to apply; poor 
could be 
intimidated



Evaluate different methods through a series of studies

Targeting methods tested: 

• Study 1: Proxy Means Tests vs. Community-
based targeting method (vs. Hybrid 
method)

• Study 2: Automatic enrollment based on 
PMT vs. Self-selection verified by PMT
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Study 1: which method, proxy means tests (PMT) or 
community targeting, performed best at identifying the poor?

640 villages were randomly assigned to one of three targeting approaches 
for a one-time cash transfer to low-income households of IDR 30,000. 

Proxy Means Test (PMT) 

Method

Community Method Hybrid Method

• 49 indicators to create a PMT 

score

• Government collects data on 

hh assets, education, 

occupations, etc.

• Hhs with lowest PMT score 

receive  transfer

• Residents ranked hhs from 

richest to poorest

• Community meeting led by 

trained facilitators

• The poorest hhs from ranking 

received transfer

• Combined community ranking 

meeting with PMT 

verification

• Residents ranked all hhs

• Government surveyors visited 

the lowest-ranked hhs to 

verify eligibility using PMT
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PMT had slightly lower targeting error, but errors were 
concentrated among people close to the poverty threshold. 

Alatas, Vivi, Abhijit Banerjee, Rema Hanna, Benjamin A. Olken, and Julia Tobias. 2012. "Targeting the Poor: Evidence from a Field Experiment in 
Indonesia." American Economic Review 102(4): 1206-1240.
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Community targeting led 
to much higher 
community satisfaction, 
better selected 
households that self-
identify as poor, and 
chose slightly different 
characteristics of 
households than the PMT.
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Other measures that we may care about?



Community targeting to fill in the gaps during COVID-19

19

Photo: Talitha Chairunissa

September 2020: Indonesian Ministry of 

Village used the community targeting method 

to reach 8 million recipients nationwide (who 

were being missed by data driven approaches), 

including 2.5 million female breadwinners

For additional information, see “Community-based targeting to combat Covid-19-induced poverty” case study 

https://setkab.go.id/en/govt-disburses-village-funds-for-covid-19-handling-cash-for-work-cash-transfer/
https://www.povertyactionlab.org/case-study/community-based-targeting-combat-covid-19-induced-poverty


Study 2: Is on-demand application better than automatic 
enrollment based on PMT?  

Does requiring an application for a cash 
transfer program select more eligible 
beneficiaries than automatically 
enrolling those who pass a PMT? 

Research took place in the context of 
Indonesia’s CCT program, PKH

• Targets the poorest ~7% of the population

• High stakes: household annual benefits 
around 11% consumption
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Alatas, Vivi, Abhijit Banerjee, Rema Hanna, Benjamin A. Olken, Ririn Purnamasari, and Matthew Wai-Poi, "Self-Targeting: Evidence from a Field 
Experiment in Indonesia." Journal of Political Economy 124.2 (2016): 371-427



Villages were assigned to either automatic or self-targeting 

400 villages where PKH was starting for the first time were randomly 
assigned to one of two targeting methods for PKH: 
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Automatic PMT – Comparison 

Group (Status Quo)

Self-Targeting PMT – Treatment 

group

Households were automatically 

enrolled in the program if their PMT 

scores were below their district cut-off 

point

Households were required to apply for 

the program. 

Surveyors conducted the PMT test for 

applications and automatically 

enrolled eligible households in the 

PKH program



Requiring households to apply lead to more of the poor 
receiving benefits compared to automatic screening

The poorest households were 
more than twice as likely to receive 
PKH benefits in self-targeting 
villages

Non-poor households were less 
likely to get benefits because rich 
households did not bother to apply 
(given small application time cost)

This suggests promise to introduce 
flexibility (applications) rather 
than PMT census that is done 
infrequently
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What about untargeted transfers like universal basic income?

When countries face a fixed 
budget, the transfer per 
person decreases when 
more people are included

Thus, whether the poor 
received a larger share of 
transfers depends on how 
good the targeting is

Rema Hanna and Benjamin Olken. “Who should receive anti-poverty programs? Universal basic incomes vs. targeted transfers in developing 
countries.” Journal of Economic Perspectives, forthcoming. 
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Transfer size per recipient declines as more people receive



What about untargeted transfers like universal basic income?

In a simulation using census data 
from Indonesia, targeted 
transfers, while imperfect, deliver 
more welfare benefits than a UBI 
would because they can transfer 
much larger amounts per 
beneficiary.

Caveats:  keeping total budget 
fixed, error rate and weight 
society places on errors, group 
shocks (like COVID lockdowns, 
draughts over a geographic area, 
etc)

Rema Hanna and Benjamin Olken. “Who should receive anti-poverty programs? Universal basic incomes vs. targeted transfers in developing 
countries.” Journal of Economic Perspectives, forthcoming. 
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Welfare generated by BLT as becomes more universal



Does targeting cause economic distortions?

Worry that targeted transfers cause distortions

No effect on labor supply (Banerjee, Hanna, and Kreindler, Olken, 2017) or 
asset aquistion (Banerjee, Hanna, Olken and Sumarto, 2020)
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How to ensure assistance 
reaches poor families?

Two studies: 
(1) increasing transparency 
(2) changing what you give



Study 1: Can transparency improve program delivery?

• Can providing information help citizens 
access social programs?

• Transparency could increase citizen bargaining 
power

• Enable citizens to monitor service providers

• Political economy considerations

• Examine these questions with Raskin in 
Indonesia

• Poorest 30% of households entitled to 15 kg rice 
per month at 1/5 market price 

• Substantial leakages, both to non-targeted 
households and overall
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Evaluating the impact of providing information to citizens

Evaluation Design: Introduced ID 
cards for eligible households to 
explain how cards should be used to 
access subsidized rice. 

Tested variations:

• Card

• Adding price information

• Publicize beneficiary lists
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Cards increased subsidy eligible families received by 26% 
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Adding price information further increased card effectiveness
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Publicizing beneficiary lists also increased subsidy
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Informed by the results of this evaluation…

…the government scaled up KPS cards to access Raskin and other national 
transfer programs in 2013, providing social protection ID cards to 15.5 
million poor households (65.67 million people).
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Study 2: Changing what you give

• Indonesia instituted a large-scale reform:

• Existing in-kind program:  10kg/month of free, 
government provided rice

• New voucher program: digital voucher redeemable for 
rice or eggs at private agents throughout the country 

• Randomization at Scale:

• Switch entire districts (av pop 500,000) from in-kind to 
voucher programs

• 105 districts randomly phased in from 2018-2019:  3.4 
HH million beneficiaries, population: 54 million

• Measure GE effects and administration in a real-world 
setting

• Use national sample survey to evaluate impacts



Randomization Map



Vouchers concentrate the benefits

Much more of the subsidy is going to 
the targeted households

Conditional on receipt, much more 
likely to receive the full amount



How does the concentration of aid affect actual poverty levels?

• For PMT <=15, we find a 4.3pp (20%) reduction in poverty 



Conclusions



Importance of Social Protection

• COVID-19 crisis laid bare the positive and challenging features of 
social protection systems in many developing countries

• Research shows that you can:

• Create more flexible targeting systems by incorporating “soft” 
information in addition to the data driven approaches

• Improve governance to make a difference—both in what the poor 
receive, but ultimately on poverty rates as well
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