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EXECUTIVE SUMMARY  

 
1. Social transfer schemes are growing: Social transfer schemes which provide small grants, usually in 

cash, to targeted beneficiaries have proliferated in the developing world in recent years. Existing 
large transfer schemes in middle income countries have expanded their coverage further, while 
donors have promoted new schemes in low income countries. Natural disasters and recent food 
price increases have also fuelled interest in these schemes as a means of channelling assistance to 
affected people in an effective manner. 

2. Financial inclusion is a policy objective of growing importance: Achieving greater financial inclusion 
has become an important policy objective in many middle income countries, and in some lower 
income countries. This objective involves promoting greater access to appropriate financial services 
for un- and under-served people. 

3. Branchless banking approaches are spreading: At the same time, branchless banking approaches, 
involving the use of electronic channels to expand the reach of the formal banking system, have 
been developed in many places and implemented with great success in some. These approaches 
bring down the cost of extending banking-type infrastructure and thereof of each transaction, 
making formal financial services less costly to the providers and expanding the reach of the banking 
system. 

4. Background of this report:  This report builds on the framework for analysis created by our first 
scoping paper for DFID in 2006. That paper categorized payment schemes for social transfers into 
two types: those involving ΨǇǳƭƭΩΣ ƻǊ ŎŀǎƘ ǇŀȅƳŜƴǘΣ ǿƘƛŎƘ ǿŀǎ ǘƘŜ Ƴƻǎǘ ŎƻƳƳƻƴ ǘƘen; and ΨpushΩΣ ƻǊ 
electronic credit to some store of value (which may be a basic bank account). That first report made 
the case to design enhanced payment arrangements for social transfer schemes, and provided a 
process outline of how to do this. 

5. Scope of this report:  This report re-examines and extends the earlier framework by summarizing 
and assessing new evidence which has come to light in the past two and a half years. In particular, 
we analyse recent reviews of payment arrangements for new transfer schemes in five countries, 
with the date of the report and location shown in brackets:   

a. National Rural Employment Guarantee (India, 2008, commissioned as part of this review) 
b. Hunger Safety Net (Kenya, 2008) 
c. Dowa Emergency Transfer (Malawi, 2007) 
d. DDR Demobilization scheme (DRC, 2008) 
e. Save the Children Emergency Transfer Program (Swaziland, 2008) 

These schemes differ greatly in purpose, scale, status and payment arrangements; similarly, the 
coverage of the reports about these schemes varies, since each was commissioned for particular 
purposes at different times. Nonetheless, all consider the payment arrangements and any 
associated formal financial services; and together, they provide useful insights on the current state 
of our knowledge regarding differing payment mechanisms for social transfers. 

6. There is strong demand from clients for enhanced payments:  Most schemes which have offered 
enhanced payment arrangements (i.e. beyond cash payouts) report strong demand from recipients, 
and usually higher satisfaction. However, there is a need to support recipients at least in the early 
days to become familiar with and trust new devices, such as ATM cards. 

7. Social transfer payments have become a global business for some providers:  A variety of financial 
providers today offer a payment service for cash transfers. Some are banks, whether state-owned 
(Caixa, Bansefi) or private (Equity, Standard, Allpay/ABSA), which offer this as part of a broader 
market strategy, and not necessarily for profit. Others are specialist entities which have developed 
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or tailored payment solutions specifically to fit this niche, such as Net1 or FINO. International players 
increasingly participate in country-level tenders. Pricing varies widely at present (some state banks 
provide the services for free as part of their mandate), but it is clear that providing enhanced 
payment services can also be good business for some private providers, depending on the terms of 
the tender. 

8. Policy makers appear more open to considering financial inclusion as a core part of these schemes: In 
the design of several recent schemes, such as HSN (Kenya) and Zambia, the potential for financial 
inclusion is now being explicitly considered in the way payment services are designed and tendered. 
This is encouraging. However, this seems to happen largely in circumstances where there is an active 
and engaged institution able to advocate and support such inclusion (FSD-Kenya, FinMark-Zambia, 
Caixa-Brazil); and in most established schemes, reports on impact seldom if ever mention financial 
inclusion. This may be because rigorous evidence of the additional positive impact from adding 
financial services is not yet available, even though recent theoretical work lays the basis for 
expecting it. 

9. A social transfer beneficiary is financially included when: the report recommends moving to a richer 
and clearer definition of the features of transfer schemes that are financially inclusive, grouping 
those features into at least two levels. 

10. Recommendations to DFID:  DFID is both a major funder of social transfer schemes in developing 
countries, and a supporter of financial inclusion, recently approving a new financial sector program, 
FAST, which includes support to social transfer schemes as part of its mandate. The report makes 
the following recommendations to FAST: 

a. Develop a standardized summary sheet of payment arrangements for all future reviews to 
use, in order to aid comparison and benchmarking across schemes. 

b. Support the development and application of more rigorous impact evaluation 
methodologies which would enable a measurement of the ΨƭƛŦǘΩ ŦǊƻƳ enhanced payment 
arrangements. 

c. Maintain a database of payment providers which is kept updated and accessible to country 
offices designing new schemes so that RFPs can be targeted better to a wider group of 
potential providers. 

d. Produce a manual on managing the payment process (including a basic primer on financial 
technology available) in order to consolidate and make accessible the range of existing 
knowledge for designers of these schemes. 

e. Support the development of a community of practice around payment arrangements to 
develop and maintain the knowledge base over time. 

 
SHORT LIST OF ABBREVIATIONS USED 
ATM  Automated Teller Machine 
CCT  Conditional cash transfer 
DDR  Demobilization program in DRC 
EBC  Electronic benefit card 
FAST  5CL5Ωǎ ƴŜǿ ŦƛƴŀƴŎƛŀƭ ǎŜŎǘƻǊ ǇǊƻƎǊŀƳ 
FSD  Financial Sector Deepening 
G2P  Government-to-person (payment) 
POS  Point of sale 
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1. INTRODUCTION 

Nearly two and a half years ago, DFID commissioned Bankable Frontier Associates (BFA) to write a 
report on the financial arrangements for social transfer schemes. This was the first time in which the 
payment arrangements of these schemes had been consistently documented and categorized across 
countries. The resulting scoping report  was summarized in a short Social Protection Practices Paper 
ŜƴǘƛǘƭŜŘ ά9ƴƘŀƴŎŜŘ ǇŀȅƳŜƴǘ ƻǇǘƛƻƴǎ ŦƻǊ ǎƻŎƛŀƭ ǘǊŀƴǎŦŜǊ ǎŎƘŜƳŜǎέΣ ǇǳōƭƛǎƘŜŘ ōȅ 5CL5 ƛƴ CŜōǊǳŀǊȅ нллтΦ  
 
This work sought to provide a framework for categorizing the different payment arrangements, those 
observed and those potential, that result from changes in the distribution of retail financial services. 
aƻǎǘ ǎƛƎƴƛŦƛŎŀƴǘƭȅΣ ǿŜ ŘƛǎǘƛƴƎǳƛǎƘŜŘ ōŜǘǿŜŜƴ ǘƘŜ ǎǘŀƴŘŀǊŘ ΨǇǳƭƭΩ ŀǇǇǊƻŀŎƘŜǎ ƛƴǾƻƭǾƛƴƎ ŎŀǎƘ Ǉŀȅƻǳǘǎ ŀǘ 
ǇŀǊǘƛŎǳƭŀǊ ǇƭŀŎŜǎ ŀƴŘ ŜƳŜǊƎƛƴƎ ΨǇǳǎƘΩ ŀǇǇroaches which involved the electronic creation of some store 
of value from which the recipient could withdraw cash as needed and, more importantly, access other 
types of financial services over time. The paper advocated the design and implementation of enhanced 
payment options which would increase access to financial services for recipients and even non-
recipients in surrounding communities as well. This work relied primarily on information from the large 
existing schemes in middle income countriesτnamely Brazil, Mexico, Colombia and South Africa, 
although the inclusion of the Bangladesh IGVGD scheme was a significant exception. All of the middle 
income schemes used financial institutions and applied technology to varying extents to facilitate social 
payments. 
 

Since then, rapid development has taken place in several ways. First, social transfer schemes have 

proliferated, expanding not only in middle income countries, but increasingly being designed, piloted 

and rolled out nationwide in low income countries. Indeed, citizens in these countries are often more 

exposed to natural disasters including prolonged droughts and earthquakes, as well as to recent global 

food price increases, with the result that the need for short term or emergency transfer schemes has 

been growing. This paper will extract the lessons from recent reviews of newer schemes in low income 

countries, and update information on existing and other new schemes where design is underway at 

present. 

 

Second, promoting financial inclusion has increasingly become an accepted policy objective beyond 

middle income countries such as Brazil or South Africa, or indeed, India, where it has been on the 

agenda for a long time. Financial inclusion may be defined as the desired state in which all eligible 

people have access to appropriate financial services. These services may not necessarily be formally 

regulated, although there is a strong case that savings and transaction services (and insurance) should 

be regulated  so as to reduce the Ǌƛǎƪ ǘƘŀǘ ǇƻƻǊ ǇŜƻǇƭŜΩǎ ŦǳƴŘǎ ŀǊŜ ƴŜŜŘƭŜǎǎƭȅ ŀǘ ǊƛǎƪΦ ¢ƘŜ ŘŜŦƛƴƛǘƛƻƴ 

necessarily involves both reachτacross geography and incomeτand breadthτin the type of financial 

services which may be appropriate. Savings, for example, is widely accepted as a universally demanded 

and desirable financial service, yet the case may be made to add other categories of financial services:  

¶ transactions services such as remittances on which the rest ultimately depend;  

¶ credit, whether for productive, provident or simply income smoothing consumption purposes; 

and 

¶ insurance against certain shocks to income or assets. 
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Increasingly, basic bank accounts are widely available in countries such as Colombia, Mexico, South 

Africa and India, in some cases as a regulatory requirement.  

 

TƘŜ ǘǊŜƴŘ ǘƻǿŀǊŘ ǎƻ ŎŀƭƭŜŘ ΨōǊŀƴŎƘƭŜǎǎ ōŀƴƪƛƴƎΩτthe use of non-traditional banking channels such as 

ATMs, agents with point of sale devices or mobile phonesτhas accelerated in recent years. The rapid 

adoption of new mobile phone payment schemes has caught the attention and fuelled the interest of 

major and new financial service providers: for example, the M-Pesa mobile money transfer service in 

Kenya reports 3.3 million registered users little more than 16 months after its launch in March 2007. 

This number is almost as large as the total number of people in Kenya who were reported to be banked 

by the FinAccess Survey in 2006. To be sure, most M-Pesa users probably are already banked, but they 

find the convenience, flexibility and pricing of the instant money transfer service compelling compared 

to alternatives. These new channels do not require traditional banking branch infrastructure, reducing 

the cost and enabling less dense areas and poorer people (with smaller balances and transaction sizes) 

to be served in a more sustainable way by private and public financial institutions. These approaches 

make the goal of promoting financial inclusion more feasible. 

 

New social transfer schemes are increasingly being designed both to take advantage of these 

developments in the financial sector and to take them further still. In Section 2, this report draws in 

particular on the evidence base created by five recent reports which review the payment arrangements 

of social transfer schemes in five mainly low income countries.  

¶ National Rural Employment Guarantee Act (NREGA) Scheme (India, 2008): which inter alia uses 

smart cards with biometric identifiers to access cash from bank accounts; 

¶ Hunger Safety Net (Kenya, 2008), which, while due only to start in early 2009, reaches some of 

the most remote areas of the country through agent-based payments involving a major private 

bank; 

¶ DOWA Emergency Cash Transfer scheme (Malawi, 2007), which used biometric smart cards to 

identify recipients of this temporary grant at special mobile bank ATMs; 

¶ DDR demobilization assistance scheme (DRC 2008): which used agents of a mobile payment 

company to pay grants to demobilized soldiers, at least at first, and is now suspended; 

¶ Save the Children Emergency Food Transfer program (Swaziland, 2008), which experimented 

with the provision of cash via ATM cards from a private bank for 50% of the transfer (with food 

being the other 50%). 

Section 2 further updates information on existing large transfer schemes in the countries covered in the 

original scoping paper, and adds available information on other new, piloted or scaled up schemes in 

places such as Zambia, Uganda, Nigeria, Peru, Pakistan. 

 

Drawing on this evidence base, Section 3 of the report assesses the learning from this extensive 

evidence, and suggests the implications for revising and extending the original framework. Finally, 

Section 4 contains specific recommendations arising for DFID as it seeks to extend its work in this rapidly 

growing area. 
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1.1 Objectives of this report 

The objectives of this report, which define its scope, are: 

¶ To update the knowledge base in respect of the payment arrangements of existing cash transfer 

schemes, particularly the technology enabled aspects, and to do so in particular by adding primary 

information from three of the new schemes listed above (NREG India, HSN Kenya, and Concern 

Swaziland); 

¶ To update and extend the initial knowledge framework from the 2006 scoping paper so that it can 

result in more practical guidance to DFID, other donors and governments contemplating the design 

or revision of payment arrangements  for social transfer schemes; 

¶ To inform DFID strategy of how best to promote the financial sector development aspects of these 

schemes. 

1.2 Methodology of report 

As has become clear from the introduction above, this report relies on the following sources of 
information: 

¶ New primary research: on the NREGA scheme in India in particular, which was specifically 
commissioned and will be made available in conjunction with this paper; 

¶ Other recently completed primary research papers, some of which have not been made publicly 
available before; 

¶ Secondary report sources on a variety of schemes; 

¶ Interviews with several providers and policy makers in various countries; and 

¶ A workshop with the lead authors of the primary research papers, and other experts, policy 
makers and providers present held near Johannesburg, South Africa on 3-4 November 2008. 
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2. NEW EVIDENCE  

Social transfer schemes are proliferating around the developing world. Figure 1 below maps the 
countries covered in this report and the previous 2006 scoping report, and colours them according to 
status. Annex A provides a summary database with details of key known features of each.  Note: Peru, as 
an atypical program founded on financial inclusion, is included in this report though not in the map. 
 
This paper covers only those schemes for which relevant recent information is available. This is by no 
means exhaustive: Barrientos (2008) lists a range of countries in which impact studies of social transfer 
schemes have been completed. This list includes several countries such as Bolivia, Ecuador, Indonesia, 
Mongolia, Nicaragua, Namibia for which we currently have no relevant information about the payment 
arrangements. 
 
Figure 1: Countries mentioned in this report and/or the 2006 scoping report 

 
 
The schemes discussed in this section vary considerably by their purposeτwhether short term or 
indefiniteτand by their current statusτfrom still under design to large mature schemes with millions of 
recipients. Table 2 below shows how the schemes mentioned in this section map into those two 
dimensions, as a frame for the descriptions which follow.  
 
For each of the schemes for which we have a substantive report available, we summarize here the 
contents in a standardized way, describing the program and then the evaluation elements (relating to 
clients, providers, process), to the extent that information on them is available. After the detailed 
reviews, in Section 2.7, we provide shorter updates about existing or new schemes where to our 

Existing

Finished

New pilot 

No data
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knowledge there have not been substantive recent reviews of the payment arrangements, although 
there have been developments of note for the focus of this paper. 
 
Table 1: Categorization of social transfer schemes by stage and type 

Time 
frame of 
scheme 

Short 
term/ 

emergency 

    
Concern (Swazi) 
Dowa (Malawi) 

DDR (DRC) 

 
 

Long term 

HSN (Kenya) 
Pakistan 

NAPEP (Nigeria) 
Uganda 

OVC (Kenya) 
NREG (India) 

Zambia 

Child grant (SA) 
Bolsa Familia (Br) 
Oportunidades 

(Mex) 
Familias en Accion 

(Co) 
Jefes (Argentina) 

 

 

 Design stage Pilot stage Roll out Mature Finished/ 
suspended 

Stage of development 

 

2.1 National Rural Employment Guarantee Act (NREGA) (India, 2007-2008)  

Delivery of government benefits via smartcards by FINO in Andra Pradesh 
 
This report by Doug Johnson of the Center for Microfinance (2008) analyzes the payment system used to 
implement the National Rural Employment Guarantee Act (NREGA) in the Indian province of Andhra 
Pradesh.  NREGA was initiated in 2005 by the Union Government to relieve poverty by guaranteeing 
minimum wage labor for up to 100 days per year to anyone willing to work in locally designed public 
works projects.   
 
The report analysis is based on an (statistically limited) interview sample of beneficiaries supplemented 
by attendance at a local public hearing for evaluation of the distribution program. 
 
Program Description: Though NREGA has been implemented in all districts throughout India, the pilot 
conducted in AP was unique in its use of smartcards for NREGA wage distribution along with the 
coincidental distribution of the fixed monthly stipends of the social security pension (SSP) program 
designed for four marginal groups of people. 
 
The study conducted by CMF analyzes the efficiency of the smartcard delivery system, the impact on 
beneficiaries, and the potential for using the smartcards for additional government benefits and/or 
financial services. 
 
The NREGA program in AP has several key features: 

1.  It is conditional and developmental in that it links G2P payments to productive work by the 
beneficiaries. 

2.  It incorporates several features which establish an uncommon transparency, reducing the 
potential for administrative corruption.  These include detailed record keeping, an advanced 
information system for worksite data, and independent audits of the program finances. 
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3.  The administrative system: Based on previous enrollment, NREGA field administrators email 
payroll information to FINO which then receives the requisite money from a partner bank.  FINO 
then uploads payment information into its data system, downloads it to the their trained field 
ŀƎŜƴǘΩǎ ŎƻƳǇǳǘŜǊΣ ŀƴŘ physically transfers the payroll funds to that field agent who then 
disburses the funds noting every transaction on an electronic point-of-transfer (POT) device.  
That transaction information is then uploaded from the POT device to the FINO data system.  
FINO field agents receive an estimated net Rs.242 ($5.26) per week for their work.  There has 
been very little attrition among the field agents. 

4.  The smartcard system, administered by FINO, is one of four delivery methods. The other three 
are: post office savings accounts, bank accounts, and village officers.  In an attempt to prevent 
leakage, the federal government recently mandated that all NREGA wages be routed through 
bank accounts.  To comply, partner banks have opened nominal accounts for each recipient 
through which the grant funds are routed, but the distribution of those funds remains with 
CLbhΩǎ ŦƛŜƭŘ ŀƎŜƴǘǎΦ  ¢Ƙƛǎ ǊŜǉǳƛǊŜƳŜƴǘ Ƙŀǎ ōŜŜƴ ǳƴǿŜƭŎƻƳŜ ŦƻǊ ōƻǘƘ ōŀƴƪǎ ŀƴŘ CLbhΥ ƛǘ ƛǎ ŀƴ 
administrative hassle for the banks, and it adds administrative cost to the program by increasing 
the number of transactions and the physical transfers of money.   

 
Program Evaluation: 
1. Administration: 

¶ There was some resistance from local officials, perhaps because their powers of distribution 
were pre-empted by the new smartcard system. 

¶ Cash handling became more awkward because of government requirement to involve banks. 

¶ Uploading and downloading information can be slow, and the extra time irritates the field 
agents. 

¶ /ƻǊǊǳǇǘƛƻƴΥ όŀύ ά{ƪƛƳƳƛƴƎέ ƻŦ ǿŀƎŜǎ ōȅ ƭƻŎŀƭ ŀŘƳƛƴƛǎǘǊators (a standard form of corruption) was 
negligible, though this was not unique to the use of the smartcards.  This was the evidence of 
the interviews.  (b) Two indirect program costs normally associated with corruption may be 
eliminated by the smartcard system: fictitious beneficiaries and manipulated worksite reporting.  

¶ Direct delivery costs and provider profitability: The government cost/payment is fixed at 2%.  
While that amount was unattractive to banks interviewed, it appears to be attractive to FINO 
under two scenarios: (1) ǘƘŜ ŀǿƪǿŀǊŘ ŎŀǎƘ ƘŀƴŘƭƛƴƎ ǊŜǎǳƭǘƛƴƎ ŦǊƻƳ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ 
requirement of bank involvement is eliminated and the average number of working days for 
recipients increases; (2) additional financial services are added to the payment platform.   With 
ǎǳŎƘ ŎƘŀƴƎŜǎΣ ǇŀȅōŀŎƪ ƻŦ CLbhΩǎ initial investment may be as low as three years. 

¶ !ƴ ŀƭǘŜǊƴŀǘƛǾŜ ǘƻ CLbhΩǎ ǇŀȅƳŜƴǘ ƳƻŘŜƭ ƛǎ ŀƭǎƻ ōŜƛƴƎ ƛƳǇlemented in AP by Zero Microfinance 
and Savings Support Foundation (ZMF).  ZMF employs a technology solution developed by its 
partner, A Little World, which also utilizes smartcards.  However, in contrast, it uses paper-based 
forms and a java-enabled mobile phone for both enrolment and payment.  There is apparently a 
reduction in costs despite the awkwardness of paper forms. 

 
2.Beneficiaries: 

¶ Convenience: The FINO smartcard system is more convenient for beneficiaries than the other 
distribution systems.  This includes: time spent traveling to the pay-point and waiting for 
payment; and the dependability of regular (7 day) payment. 

¶ Female Empowerment: Women laborers receive their wages directly rather than having them 
paid to husbands or brothers.  There is no clear data indicating empowerment of these women, 
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though the report cites other research that such direct financial control can benefit the 
recipients. 

¶ Financial Literacy: This was not an intentional feature of the program.  However, it is reasonable 
speculation ǘƘŀǘ ǊŜŎƛǇƛŜƴǘǎΩ ƛƴǾƻƭǾŜƳŜƴǘ ǿƛǘƘ banks may raise awareness of such financial 
services; and the increased regularity of funds receipt may lead to better financial planning. 

 
3. Additional Services:   

¶ Smartcards have the potential to deliver multiple services.  It is unclear whether the high cost 
(>$2/card) is justified since the same system, including biometric verification of beneficiaries, 
can be implemented without the cards, using only the POT devices.  For financial transactions 
which can be managed off-line (like deposits and withdrawals from a savings account), 
smartcards do eliminate the dependence on a ubiquitous telecom infrastructure for accessing 
beneficiary information from remote data banks.  However, this is not relevant in the 
NREGA/SSP payments system since all payment details must be downloaded from a central 
server each week regardless of the method used to distribute the funds. 

¶ Government Programs:  
 (1) Benefit poor people: health insurance; subsidized food and fuels; subsidized housing loans,  

 (2) Administrative control: monitoring merchant sales of subsidized food and fuels for 
ŎƻǊǊǳǇǘƛƻƴΤ ǳǘƛƭƛȊƛƴƎ ǎƳŀǊǘŎŀǊŘǎ ŀǎ άǘƛƳŜ ŎƭƻŎƪǎέ ŀǘ ǿƻǊƪǎƛǘŜǎΦ 

¶ Financial Services:  FINO is in conversation with four banks about adding a savings account onto 
the payment service.  Housing loans are another consideration.  It is worth noting that many 
beneficiaries already have a loan/credit product. 

 
4. The special environment of Andhra Pradesh:  

The unique set of systems and processes the state has put in place for implementing NREGA which 
have resulted in extraordinarily low levels of corruption, is an anomaly.  This may mean either that it 
is a mistake to generalize on the experience, or that this is a model with features to be replicated. 

 
5. Summary Evaluation:  

¶ Donor agency: The funds were successfully distributed at the cost fee set by the government 
with little to no corruption to the system or the integrity of the funds.  

¶ Beneficiaries: Their experience was superior - reduced enrolment time; reduced time waiting in 
line for payment; dependable timing of payment. 

¶ Service provider: FINO is planning to add financial services and build its business profitability on 
the foundation of the wage payment scheme.  

¶ Financial inclusion: The smartcard technology does allow for additional financial services, 
though there are alternatives which may be less expensive both for the social transfer and other 
financial services.  The payment system is connected to several banks, but there is no indication 
of any specific intention to capitalize those relationships into additional banking services.  
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2.2 Hunger Safety Net Program (HSNP) Pilot (Kenya, 2009-2012) 

Delivery of benefits in remote rural areas using agents of a bank 
 

Background on Kenyan social transfer schemes1 
Since 2005, Kenya has had a pilot cash transfer scheme which provides small regular grants to the 
guardians of orphans and vulnerable children (CT-OVC); and has been designing another scheme, the 
Hunger Safety Net Programme (HSNP) which targets poor and very poor households in the Arid and 
Semi-Arid (ASAL) lands of the north and north-east of the country. The salient features of these two cash 
transfer schemes are outlined in the table below. DFID has committed around US$200m to support the 
two schemes over the next ten years through a three year pilot (or scaled up pilot for OVC).  A national 
rollout of HSNP ǿƛƭƭ ŘŜǇŜƴŘ ƻƴ ǘƘŜ YŜƴȅŀƴ ƎƻǾŜǊƴƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴ ǘƘŀǘ ǘƘŜ ǎŎƘŜƳŜ Ƙŀǎ ǾŀƭǳŜ ōŀǎŜŘ ƻƴ 
the evidence gathered during the pilot. 
 
Table 2: Kenyan social transfer schemes 

 CT-OVC HSNP 

Beneficiaries Poor and vulnerable children 
 

Households in ASAL districts affected by 
chronic hunger and food instability 

Conditional? No No 

Amount paid & 
frequency 

KSh500 ($7) per h/h + KSh500 per 
eligible child up to a maximum.  
Monthly paid 

KSh2150 ($27), bi-monthly 

Govt ministry 
responsible 

Ministry of Gender and Children 
!ŦŦŀƛǊǎΣ /ƘƛƭŘǊŜƴΩǎ 5ŜǇŀǊǘƳŜƴǘ 

Ministry of Development of Northern 
Kenya and Other Arid Lands 

Funders UNICEF, DFID DFID 

Target number in pilot 8400 households  in 10 districts 60,000 h/h (300,000 people) 

Eventual scaled up 
number 

Unknown 1.5m people 

 
After an initial limited pilot stage involving 500 households in only three districts, the OVC scheme 
intended to add an additional 3300 households for an expanded pilot. Payments are made using a pull 
approach, via the Post Office.  
 
In contrast, the HSNP has yet to enter the pilot payment stage: after appointing key service providers 
during 2008, first pilot payments are due in early 2009. By then, the HSNP would have been in design for 
some three years. This long lead time is the result of a combination of factors, including the remoteness 
of the areas to be served and the political disruptions leading up to and after the Kenyan election of 
December 2007. Nonetheless, DFID as the sole funder of HSNP from the beginning responded positively 
to the potential to introduce financial inclusion to the design. The case for this was made by FSD Kenya, 
a country trust which focuses on financial sector deepening in Kenya and is funded to do this by a range 
of donors including DFID and World Bank.  
 
Financial inclusion in the design of HSN 

After initial consideration of other options, FSD Kenya was appointed by DFID to manage the payment 

aspects of the scheme. In line with its broader mandate to promote inclusion, FSD Kenya took innovative 

                                            
1
 This section is drawn from the personal engagement of the author in supporting the design of this scheme, supplemented by 

presentations made by David Ferrand of FSD Kenya in 2007 and a presentation from Caroline Pulver of FSD Kenya who manages 
the payment arrangements and presented on lessons learned at the workshop. 
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steps towards identifying a payment service provider which could not only make the payments reliably 

and cost effectively as required, but could also advance the cause of financial inclusion in Kenya:  

¶ Before the payment tender: A special Social Protection Payment (SPP) challenge fund was 

established by FSD Kenya, with co-funding from CGAP, to provide incentives to encourage 

innovative proposals from private sector agencies. This fund sought to broaden the range of 

participation in the payment tender. Following a well attended bidders conference in Nairobi in 

December 2006, the Challenge Fund made two awards in March 2007: to the Sevak Consortium, 

including local ATM network provider Paynet; and to UK-based Mobile network operator 

Vodafone. The first tranche of each award was paid out to enable bidders to prepare prototype 

solutions which were evaluated in September 2007. In the end, the Sevak Consortium did not 

bid for the HSNP payments tender, that was issued in December 2007Σ ŀƴŘ ±ƻŘŀŦƻƴŜΩǎ 

expression of interest was not shortlisted to participate in the HSNP PSP tender.  

¶ For the payments tender: The expression of interest and the final tender criteria included 

several criteria designed explicitly to promote financial inclusion:  

o A mandatory requirement that any proposed payment solution include a store of value 

(i.e. it could not be a pure payment solution); and  

o The tender evaluation placed a heavy weighting (30%) on the value add of the services to 

the recipients (including time and convenience to access, and availability of other services) 

and also gave a smaller weighting (10%) to whether the services to recipients could also 

be offered for non-recipients in the same communitiesτsee the table below. 

 

Table 3: HSN PSP Bid Criteria 

Objective Description of criteria Weight (%) 

1. Price Cost effective: defined by the bid matrix provided. 30% 

2. Value to recipients/ 
beneficiaries 

(a) Accessibility to recipients  

- proximity:  

- availability:  

- speed:  

- suitability:  

- security:  

(b) Additional financial services available to recipients  

30% 

3. Ability to deliver 
payments to recipients  

(a) Demonstrated track record:  

(b) Credible detailed plan:  

30% 

4. Improve financial access 
to the general population of 
non recipients 

(a) Additional financial services available to non 
recipients.  

 

10% 

Note: These evaluation criteria were applied to bidders who had fulfilled mandatory eligibility requirements. 

 



o The tender invited bidders to make a price proposal which distinguished the fixed cost of 

establishing new financial payment infrastructure in these largely unserved areas from the 

variable cost of each payment made. This allowed for a clearer distinction between the 

one time subsidy required to serve the area for the first time as opposed to making each 

payment. 
 

¶ Tender outcome: A total of 8 eligible expressions of interest were received, including from 

international organizations involved in paying social benefits in developed and developing 

countries. Of these, four were invited to make full proposals. At the panel meeting in April 2008, 

the tender committee awarded the contract to Equity Bank.  Equity Bank reported at the 

workshop on the implementation of its plan to establish agents with biometric point of sale 

devices as paypoints in HSN areas. 

 

Learning from HSN payment process to date 

¶ Long gestation: schemes of this type take a long time to design and plan: planning was started in 

2005/6 with the intention of first payments by January 2008: it is likely to be a year later. While 

design of the payments process has not been the main reason for the delays, in fact, the 

additional time has proven to be helpful, even necessary, to build in the additional complexity 

and to incentivize the participation of suitable players to ensure a successful tender outcome.  

¶ Private sector interest in the tender was surprisingly high: considering that the tender was for a 

relatively small scale scheme (60 000 households over 3 years) and payments are to be made in 

very remote areas, both the challenge fund and tender elicited quite high levels of response; 

this was probably attributable to the active role of FSD in promoting the scheme to potential 

bidders.  

¶ Enhanced payment processes are not cheap to set up or at small scale: 

o FSD Kenya has absorbed substantial costs in the design and management of the payment 

function over two years to date as part of its mandate. 

o There was a wide divergence in the pricing per payment of the bids eventually received. The 

final solution is likely to cost in total around $4 per payment cycle (2 months) per recipient. 

This was still among the cheapest offers received. Of this, almost three quarters represents 

the semi-fixed cost of the new financial infrastructure in these areas. In return, the 

recipients will get more than a bi-monthly cash payment: they will also receive a basic bank 

account; and correspondent infrastructure will be established by the paying bank in areas 

which have had no infrastructure before. This infrastructure can be accessed by non-

beneficiaries as well; and if and when the scheme is rolled out on scale as planned after 

2011, the fixed cost component is likely to be substantially lower as a resultτperhaps closer 

to the current variable cost per payment of around $1.20 per payment cycle. 

2.3 DDR scheme, Democratic Republic of the Congo (2006-2007):  

Mobile phone demobilization payments by Celpay, with funding from DFID and the World Bank 
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A recent report for DFID by Johann Bezuidenhoudt (BFA 2008) analyzed the effectiveness of the mobile 
phone channel as a means of implementing a cash transfer program intended to help demobilized rebel 
soldiers in the DRC relocate and re-enter productive life. 
 
Program Description  
Over the course of 12 months during 2006-07, approximately 100,000 demobilized soldiers were paid an 
initial amount equivalent to US$110 followed by 12 monthly stipends of US$25.  The payment system 
was managed by Celpay, the only mobile phone financial services provider (mFSP) present in the DRC, 
although headquartered in South Africa.  Celpay already offered a mobile payment product used by 
airtime vendors to procure airtime from MNO Celtel. Celpay also serves as a mFSP to licensed DRC banks 
through which it is required to operate for regulatory purposes.   
 
For the DDR, Celpay worked under contract to the disbursing agency, the National Commission for 
Disarmament, Demobilization and Reinsertion (Conader) for whom it served as a specialized paymaster.  
Celpay deployed field agents with mobile phones to enrol beneficiaries and then authorize the 
payments by a process of a PIN authentication set for each beneficiary during enrolment.  Payment was 
to be made at 110 locations around the country by local Celpay agents from the funds he/she collected 
through airtime sales.  The system as planned could best be categorized ŀǎ ŀ ƘȅōǊƛŘ άǇǳǎƘ-Ǉǳƭƭέ ƛƴ ǘƘŜ 
scoping report terminology in that it combined elements of push (electronic credit to a virtual account at 
/ŜƭǇŀȅύ ǿƛǘƘ ǘƘŜ άǇǳƭƭέ ǘƻ ǊŜŎŜƛǾŜ ǇŀȅƳŜƴǘ ŀǘ ǇŀǊticular agents only. 
 
Program Evaluation: 
1. Administration:   

¶ The mobile phone distribution system was effective in urban Kinshasa, providing the anticipated 
safety and efficiency.  It showed that G2P disbursements can be effectively enabled with mobile 
phone technology. However, it failed in rural areas and cell phone authentication had to be 
ǎǳǇǇƭŜƳŜƴǘŜŘ ōȅ ŀ ƳƻǊŜ ǘǊŀŘƛǘƛƻƴŀƭ άǇǳƭƭέ ǎǘǊŀǘŜƎȅ ƛƴ ǿƘƛŎƘ ǇŀȅƳŜƴǘ ŦǳƴŘǎ ǿŜǊŜ ǘǊŀƴǎǇƻǊǘŜŘ ǘƻ 
rural pay points where they were disbursed by a paymaster.  The reason for this was that there 
ǿŜǊŜ ƻŦǘŜƴ ƛƴǎǳŦŦƛŎƛŜƴǘ ŦǳƴŘǎ ŀǾŀƛƭŀōƭŜ ŦǊƻƳ ǘƘŜ ǊǳǊŀƭ ŀƎŜƴǘǎΩ ǊŜǘŀƛƭ ƻǇŜǊŀǘƛƻƴǎΦ 

¶ In addition, rural agents were reluctant to deal with demobilized soldiers as they often acted in 
threatening ways. 

¶ This distribution channel appeared fundamentally free of administrative corruption. 
 
2. Beneficiaries: It appears that funds were fully and adequately distributed to the beneficiaries without 
problems other than the illiquidity of rural agents.  Since DDR was a limited time, special purpose 
program, it is hard to compare the benefits to recipients with those from longer alternative distribution 
schemes. 
 
3. Additional financial services: No initiatives were undertaken by Celpay to introduce additional banking 
services.  This was primarily because its partner banks had no interest (and perhaps limited capacity) in 
the low-end retail market, and because the absence of enabling regulation in DRC for non-bank payment 
systems ǊŜǎǘǊƛŎǘŜŘ /ŜƭǇŀȅΩǎ ŀōƛƭƛǘȅ to offer such services on their own.  
 
However, the report identified the potential for Celpay to add several financial services to its mobile 
payment platform, including:  
(a) Person to person (P2P) payments including remittances;  
(b) Vendor payment services;  
(c) Payroll payment services to non-beneficiaries (teachers and other government employees).   
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Furthermore, special purpose social transfer schemes exist in the context of regular and often much 
larger payment processes for civil servants who operate in remote areas; and the integration of these 
two may spread costs and result in better outcomes. 

2.4 Dowa Emergency Cash Transfer, Malawi (2006-07)  

Smart card-based process used by Concern Worldwide and Opportunity International Bank of Malawi 
(OIBM) 
 
This report by Roland Pearson and Craig Kilfoil (Siana 2007) for ǘƘŜ ¦YΩǎ 5ŜǇŀǊǘƳŜƴǘ ŦƻǊ LƴǘŜǊƴŀǘƛƻƴŀƭ 
Development (DFID) analyzed the overall effectiveness of the smartcard technology used for the 
distribution of small grants by OIBM in the context of a short term program and then considered what 
other technologies might offer a superior full-scale, country-wide solution.  
 
Program Description 
For five months beginning in December 2006, around 11,000 households from 259 villages were 
provided with monthly small cash grants as a means of redistributing the ability to purchase food in a 
remote drought stricken part of the Dowa region of Malawi.  The payment was effected using the off-
line UEPS smartcard technology developed by Net 1 Aplitec. This technology matched funds deposited 
at OIBM (by DFID) with the identity of each approved recipient established by the smartcard following 
their enrolment.  OIBM made the cash payments at eleven paypoints using mobile vans equipped with 
ATMs able to read the smart cards, and with fingerprint readers which biometrically authenticated each 
recipient before making the cash payment.  The transactions required information exchange between 
OIBM and the smartcard technology provider (Malswitch), but the reconciling of funds transfer was 
strictly an internal OIBM operation. 
 
Program Evaluation: 
1. Administration:  
All eligible recipients were paid appropriately, though there was a small concern about some duplication 
since the female of the household who was to act as head was not always the only household member 
who registered. 
 
There were some technical problems in the early months that required manual overrides of the 
electronic systems, but basically, the smartcard technology functioned well.  However, the features of 
the system were never fully utilized since OIBM used a manual process (a printed list of amounts due 
beneficiaries) to load the cards which were then immediately unloaded through withdrawals.    
 
Because the payment system allowed for two means of authentication (assignment of Personal 
Identification NumbersτPINsτas well as biometric identification), payments were not disrupted when 
the fingerprint hardware failed.  
Despite the value of that redundancy, the report concluded that the smartcard could have been 
replaced by a substantially lower cost alternative such as cards with magnetic stripe only.  The issuance 
of cards alone, costing some $5 each, comprised about 4% of the total project budget.  Other payment 
costs included a cost of $1 for each transfer to  Malswitch. Total payment costs for the five month 
process came to almost a quarter (22.9%) of the (relatively small) amount of cash distributed, . 
 
In the same vein, scaling the program was limited by the proprietary nature of the smartcard technology 
which was only employed by OIBM.  Thus, using the Malswitch/Net1 technology ignored the distribution 
potential latent in the extensive infrastructure of the other banks in Malawi.  
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2. Impact on beneficiaries:  
Recipients were apparently not apprehensive about the technology.  Some expressed positive feelings 
about their newly found dignity in this official identity. 80% of the expenditure of the cash grant went 
directly to food.  But recipients also improved their long run life prospects by investing in health, 
education and fertilizer. 
 
3. Additional Financial Services:  
Recipients were not given bank accounts but rather transactional pre-paid card accounts with a claim on 
the pool of funds deposited by the donor at OIBM.  However, since the end of the program, some 
cardholders have opened bank accounts at OIBM, linking their cards to the new account. 
 
During the program, 60% of the beneficiaries inquired about ongoing savings facilities indicating 
untapped demand for (at least) savings services. 

2.5 Emergency relief project, Swaziland (2007-08) 

Save the Children with payments via cash at Swazi Post and/or Standard Bank ATMs  
 
For six months beginning November 2007, Save the Children administered a short term starvation relief 
program for 45,000 people from about 7000 households in two regions of Swaziland.  A recent report by 
Claire Beswick (2008) for FinMark Trust and Save the Children highlights aspects of a larger evaluation of 
the scheme.  
 
Program Description 
The relief was dispensed in two forms: food (50%) and cash (50%).  The cash component was distributed 
primarily through a push process: credits to bank accounts at private regional bank, Standard Bank, 
which could be withdrawn ŀǘ {ǿŀȊƛ tƻǎǘ ƭƻŎŀǘƛƻƴǎ όǳǎƛƴƎ th{ ŘŜǾƛŎŜǎύ ŀƴŘ {ǘŀƴŘŀǊŘ .ŀƴƪ !¢aΩǎΦ  !ƴ 
initial lump sum distribution was followed by monthly payments with amounts varying according to the 
size of the household.   
 
Most recipients (heads-of-household) had to obtain a national identity card before enrolment. This was 
necessary to open a bank account. Although the bank account was an optional feature, 6100 of the 7000 
recipients opened accounts. 
 
In view of the short time available to implement the program, Standard Bank temporarily adapted an 
existing saving account product rather than developing a new product.  The adaptations included 
eliminating the minimum balance requirement (of E50/US$6.25) and offering an ATM card which was 
not available with the normal savings account.  For their work in enrolling recipients and administering 
payments, Standard Bank received E20 (US$2.50) for each transfer and, in turn, paid Swazi Post an 
undisclosed fee for distributing the money at their counters.  
 
A substantial recipient training program was undertaken by Save the Children to create the financial 
literacy necessary to overcome customer ignorance and fear.  This included both knowledge of bank 
functions and the specific steps of the distribution process. 
 
Program Evaluation  
The following information is a result of interviews with managers from the donor agency and the three 
implementing organizations.  The report does not include statistical analysis. 
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1. Administration  
The program successfully distributed the funds to the recipients, though it encountered initial technical 
problems in the deployment of the POS devices and the manufacture of the ATM cards.  As a result, the 
electronic features of the distribution system were not fully employed until almost four months into the 
program.  That left only 3 months for recipients to engage with the financial services, less time than 
needed to become completely comfortable with the ATM card use. 
 
The trust already established between Save the Children and the recipients was vital in creating the 
substantial uptake of the savings account.  Save the Children also took on the task of enrolling the 
recipients since Standard BankΩǎ ŀǇǇǊƻŀŎƘ ǿŀǎ ƳƻǊŜ ŀǇǇǊƻǇǊƛŀǘŜ ŦƻǊ opening  banking services with the 
employees of a company than for enrolling individual, unbanked grant recipients. 
 
Given that none of the three organizations involved (Save the Children, Standard Bank, Swazi Post) had 
prior experience with programmatic cash transfers through bank accounts nor with working together, 
and given the short term nature of the program, Beswick reports that it was remarkably effective.  That 
seems in part to result from the ƎŜƴǳƛƴŜ ŎƻƳƳƛǘƳŜƴǘ ǿƘƛŎƘ ŀƭƭ ǘƘǊŜŜ ŀƎŜƴŎƛŜǎ ƘŀŘ ŦƻǊ ǘƘŜ ǇǊƻƎǊŀƳΩǎ 
purpose. 
 
The program was also aided by the flexibility shown by the Central Bank of Swaziland which relaxed 
some know-your-customer (KYC) requirements for these accounts. 
 
2. Beneficiaries 
Once the initial problems with the ATM cards and POS devices were resolved, the average waiting time 
for recipients to get cash each payment dropped from 3.5 hours to 1.2 hours.  Though some recipients 
were afraid that cash would get diverted to inappropriate uses, most beneficiaries appreciated the new 
flexibility of receiving cash, rather than food, for fulfilling broader household needs.  The opening of a 
bank account also gave many a sense of dignity and worth. Younger people chose to use the ATM cards 
more readily than older people.   
 
3. Additional Financial Services 
{ŀǾƛƴƎǎΥ ¢ƘƻǳƎƘ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ŜŀŎƘ ǊŜŎƛǇƛŜƴǘΩǎ ǇŀȅƳŜƴǘ ǿŀǎ ŎŀƭŎǳƭŀǘŜŘ ǘƻ ǎŀǘƛǎŦȅ ƻƴƭȅ ǘƘŜ ŀŎǳǘŜ ƴŜŜŘ ƻŦ 
the household, the training appears to have encouraged recipients to save some of their money.  At the 
end of the project, 1200 recipients had at least E5 ($0.63) in their account (a trivial amount in view of 
the E10 minimum withdrawal); but, according to a Save the Children survey, about 500 recipients 
intentionally saved (including deposits from other earnings) and had accumulated more than E400 
(US$50) in their accounts. 
 
Account retention: A survey of recipients in the two primary geographical areas showed that 73% in the 
area with a historically stronger economy intended to keep their bank accounts after the end of the 
grant payments, while only 17% of those in the weaker area expressed that intention.  However, there is 
no current data on the actual retention of those accounts. 
 
Business case: {ǘŀƴŘŀǊŘ .ŀƴƪΩǎ ǇǊƛƳŀǊȅ ƳƻǘƛǾŀǘƛƻƴ ƛƴ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ƛƴ ǘƘƛǎ ǇǊƻƎǊŀƳ ǿŀǎ corporate social 
responsibility. While they agreed to extend the program savings account for an additional 12 months, 
they initially intended (and still ultimately intend) to convert all the new accounts into a standard 
savings account (with E50 minimum balance and E3.5 transaction fee after the first transaction per 
month) or transaction account which carries an E11 monthly service fee.  Standard Bank says the 
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financial benefits of this program were not substantial, especially because of the costs associated with 
issuing the ATM card and difficulties with the POS deployment.  However, Beswick reports that 
StaƴŘŀǊŘΩǎ ƳŀƴŀƎŜƳŜƴǘ ōŜƭƛŜǾŜǎ ƛǘs knowledge of the issues puts it in a good competitive position for 
ƛƳǇƭŜƳŜƴǘƛƴƎ ǘƘŜ άǇƭŀǘŦƻǊƳέ ƛƴ ǘƘŜ ŦǳǘǳǊŜ.  
 
 

2.7 Other scheme updates 

 
2.7.1 South Africa  

At the time of the scoping report, the South African Social Security Agency (SASSA) had been recently set 
up as the legislated agency responsible for the administration of all social transfer programs in South 
Africa, taking over the functions and staff from the line ministry of Social Development.  
 
Even while SASSA was being set up, the scale of the child grants program, the largest single cash transfer 
in SA by number of grants, was growing extensively: from 9.2 million grants reported in 2005 to 12.5 
million now, covering over 25% of the total population.2 Of these beneficiaries, there are in fact around 
9 million recipients because of multiple payments being made to one person (such as a guardian). 
 
The payment approach used in SA has not changed since the scoping report: three payment contractors 
are primarily responsible for payment across the provinces. According to the most recent SASSA 
statistical report, 80% of grants are still paid in cash, usually at special paypoints using biometric readers 
and ATMs (i.e. a push approach), while only 20% of grants are made directly into bank accounts.3 This is 
notwithstanding special arrangements in certain provinces whereby recipients may opt to open a bank 
debit card account ǎǳŎƘ ŀǎ !ƭƭǇŀȅκ !.{!Ωǎ {Ŝƪǳƭǳƭŀ /ŀǊŘ, with the monthly costs borne by the state. In 
addition, the Mzansi class of basic bank accounts were launched by the big four commercial banks and 
Postbank in late 2004, and more than four million people have opened one of these accounts since then.  
 
Despite the majority receiving the transfers in cash, FinScope numbers in the Table below show that a 
surprisingly high number of adults who report receiving some kind of government transfer (including the 
social old age pension) claim to have a bank account; and almost a quarter of these have Mzansi 
accounts.  The table also reflects the continuing spread of cell phones in the country: almost half of 
transfer recipients (versus 66% nationally) claim to have personal cell phones, up from just 5.4% in 2005.  
 
Table 4: Transfer recipients and bank accounts 

  
2005 2007 

% who say they are currently banked 
 

36% 55.1% 

Of which: have an Mzansi account 
 

5.4% 22.4% 

% with their own cell phone (άyou own your ownέ) 7.3% 47% 
Source: FinScope SA 2005 and 2007. 

 
Although most SA transfer payments are made in cash, major payment provider Net1 reports increasing 
payment of transfers at point of sale (POS) devices through its own merchant network, as shown in the 
table below. While the number of merchants and POS devices using its proprietary UEPS payment 
technology has been level or falling slightly, the number of grants paid this way has consistently 

                                            
2
 SASSA Statistical report on Social grants No.7, 30 June 2008 

3
 This number appears to include smart card payments made by Net1 under cash, since most are withdrawn at the payment point, 

and around a quarter from merchants via POSðsee Table 5 
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increased. Since Net1 smart card accounts essentially have the functionality of basic bank accounts 
(although they are not legally bank deposits, but rather pre-paid accounts), this reflects an underlying 
trend towards greater formal inclusion in this group at least. However, there are also concerns that the 
use of merchants as agents can lead to abuse through the levying of additional fees on recipients to 
access grants or through the inflating of goods prices. This requires careful monitoring by the acquiring 
provider. 
  
Table 5:  Payments at point of sale: Net1  

  
2008 2007 2006 2005 

Average grants paid pm Million 3.97 3.78 3.5 3.3 

No of transactions at POS pm   Million 1.4 1.1 0.85 0.48 

% paid at POS % 35% 29% 24% 15% 

No of POS No 4,394 4,357 4,038 3,235 

No of merchants No 2,454 2,598 2,381 1,880 

     

 

Source: Net1 SEC Annual Filings June 2008, 2006 
   

 

 
Like Allpay, which is linked to a major retail bank (ABSA), Net1 also provides a suite of added financial 
services to recipients including insurance products and microloans, the repayments for which can be 
deducted automatically from the grant entitlement. 
 
SASSA intended to centralize the payment process, previously contracted at the level of each of 9 
provinces, to achieve greater efficiency through scale and enhanced control. RFPs were issued in 2007 
and closed last year, but the tender evaluation and announcement process has been repeatedly 
delayed, and then withdrawn. This uncertainty has a major effect on the business of providers like Net1 
who note it as a major risk to their business and may initiate legal proceedings for judicial review of the 
process. 4 The tender process included several elements, such as requiring payment service providers to 
pre-fund payments, which limit the field of entities able to provide liquidity at this level. 

Three years since the formation of SASSA, there is dissatisfaction within the Department of Social 
Development that the costs of payment and administration have continued to rise; and that more has 
not been done to encourage beneficiaries to switch to receipt via bank accounts. It appears that the 
process of opting to receive payment into a bank account can involve delay and even risk of non-
payment during the transition which few beneficiaries would wish to risk. In addition, provincial officials 
are reportedly reluctant to disturb existing cash payment arrangements which generally work quite 
smoothly even in remote areas. Nevertheless, in {!{{!Ωǎ strategic plan for 2008-11, the Chief Executive 
states that there will be a strategic review of the payment system for social grants before 2010; and 
ǘƘŀǘΥ άƻǾŜǊ ǘƘŜ ƴŜȄǘ ȅŜŀǊΣ ǊŜǎŜŀǊŎƘ ƻƴ ǘƘŜǎŜ areas will be accelerated, including benchmarking of the 
current payment method and system against domestic and international payment systems and 
advanced technologies.  

 
2.7.2  Colombia

5
 

/ƻƭƻƳōƛŀΩǎ CŀƳƛƭƛŀǎ ƛƴ !ŎŎƛƻƴ ǇǊƻƎǊŀƳ Ƙŀǎ ŜȄǇŀƴŘŜŘ ƳŀǎǎƛǾŜƭȅ ƛƴ ǊŜŎŜƴǘ ȅŜŀrs: from 301,000 
households (out of 500,000 then eligible) to an estimated 1.5 million (out of 1.7m eligible) now receiving 
an average of $88 bi-monthly. The program now covers almost all municipalities (1093 of a total 1,100). 
Whereas before it was concentrated mainly in rural areas, now it is present also in all main cities. 

                                            
4
 Net1 Aplitec, 10-K filing report 30 June 2008, available via http://www.aplitec.co.za/Financial_Info.html 

5
 Beatriz Marulanda, presentation to the workshop October 2008 
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At present, all payments are pull payments, made over the counter at seven banks, both state and 
private. The remuneration to banks for this service was negotiated on a bilateral basis and currently 
varies widely from $1.5 in cities to $7.5 dollars in far away municipalities with an average around $2.  
 
In October 2008, the responsible ministry closed a new tender process for payments, allowing that 
banks may tender to make the payments using any channel as long as families do not have to go to 
another municipality to receive payments. The intent was that, within a year, payments will be 
deposited into basic saving accounts (Cuentas de Ahorro de Bajo Monto) except in municipalities where 
there is no financial presence. However, the onerous terms of the tender (including a nationwide 
coverage and one price requirement) apparently deterred private bidders and only one large state-
owned bank eventually bid. 
 
The strategy to fight poverty, known as JUNTOS, has become more specific and sophisticated, with 
specific goals within 9 dimensions. Financial inclusion is now explicitly included.6  

 
2.7.3 Brazil 

!ƭǘƘƻǳƎƘ ǘƘŜ ƴǳƳōŜǊǎ ŎƻǾŜǊŜŘ ōȅ .ǊŀȊƛƭΩǎ ŦƭŀƎǎƘƛǇ ǎƻŎƛŀƭ ǘǊŀƴǎŦŜǊ ǇǊƻgram have continued to expand, 
the payment process has changed little until very recently: 

¶ Around 11 million beneficiaries are now paid monthly using electronic benefit card, compared with 
9.2m reported in 2005; during 2007, a total of 127m payments were made. 

¶ The payment is made to a pre-paid electronic benefit card (EBC) and the client has a 10 day window 
to withdraw, using a range of the channels of the state owned Caixa Economico Federal as shown in 
the Table below. 96% of recipients in a 2005 survey describŜŘ ǘƘŜ ǇŀȅƳŜƴǘ ǇǊƻŎŜǎǎ ŀǎ άŜŀǎȅέΦ 

¶ No balance can be retained on the EBC and it cannot be reloaded other than by means of the 
transfer i.e. it is a very limited purpose pre-paid account. 

¶ The Caixa as a state-owned bank receives a fee of 0.55c (2.3% of average grant) for the service.7 
 
Table 6: Usage of Caixa channels by Bolsa recipients to get cash 

  
No p.m. % of total 

Point of sale 
 

              466,226  4.6 

ATM 
 

           1,615,001  15.8 

Lottery agent 
 

           6,937,932  67.9 

Correspondent/bank agent 
 

           1,198,460  11.7 

Total 
 

   10,217,619  100% 
Source: Caixa presentation, 2006 

 
IƻǿŜǾŜǊΣ ƛƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ǇǊƛƻǊƛǘȅ ƻƴ financial inclusion, the Caixa has in 2008 started 
offering a new basic bank account8: recipients are offered the opportunity to open a basic debit card 
ŀŎŎƻǳƴǘ ŀǘ ŀƴȅ ƻŦ /ŀƛȄŀΩǎ нл ллл ƻǳǘƭŜǘǎ. There is no cost to the client for up to 4 transactions per month 
on this account; and in terms of AML/CFT rules (set by the Financial Intelligence Center Bacen, not by 
Caixa) each account has a maximum turnover of Rs1000 (US$435) per month; if the turnover is any 
higher, the account is frozen. 
 

                                            
6 http://www.accionsocial.gov.co/contenido/contenido.aspx?catID=3&conID=2392 
7
 Mark Pickens, CGAP, presentation at the workshop November 2008 

8 Source: interviews with Caixa management, Brasilia, June 2008 

http://www.accionsocial.gov.co/contenido/contenido.aspx?catID=3&conID=2392


 v2.0 

   22 

As of October 2008, with no direct marketing intended until November 2008 after elections, 433 000 
accounts had been opened (of which 260 000 were opened in May 2008 alone indicating increased 
momentum). ¢ƘŜ /ŀƛȄŀΩǎ ǘarget is to open 2.5m accounts by mid 2009; and have accounts opened for all 
beneficiaries by 2010.  
 
At present, no additional financial products are offered with the accountτbut the Caixa may decide to 
offer Caixa Facil credit line (starting at Rs200 ($87)/, max R1500 ($652)) when the Caixa believes that it is 
able to score the creditworthiness of beneficiaries. The Caixa has piloted some insurance products (life, 
funeral, accident) with basic accounts in the past. The Caixa has developed a financial literacy program 
for new entrants to the financial system. This comprises 7 modules, of which the first is given when 
account is opened. 
 
2.7.4 Argentina

9
 

Argentina introduced the Plan Jefes de Hogar in 2002 in response to economic crisis. This social transfer 
scheme, which was not covered in the scoping report due to lack of information then available, provides 
each qualifying household head with about US$48 per month. Currently, some 1.5m (out of a total of 
10m) households in the country qualify.  
 
From an inclusion perspective, the Jefes program is particularly interesting for two reasons. First, the 
payments were originally made in cash at banks or public facilities, but starting in June 2004 and over 
the next 15 months, payments to beneficiaries were transitioned to an entirely electronic basis. Each 
recipient received a free transaction account with a debit card from a state-owned bank (Banco de la 
Nacion).  Beneficiaries could withdraw their money via ATM or at point of sale, but the accounts were 
restricted in that further deposits could not be made to the accounts. Second, a recent although still 
preliminary study has attempted to assess the impact of this change in payment method on recipients. 
This is the first such study of its kind. 
 
Duryea & Schargrodsky (2008) use three data sources to assess the impact on households of the 
transition to electronic channels. These are: 

¶ A panel survey which they commissioned of around 800 beneficiaries, which included questions 

on financial services and access to financial services and was done in two nearby areas in two 

waves, where the areas transitioned to the new system at different points (before and after the 

first wave respectively) allowing some control for otherwise similar areas; 

¶ The national Household survey (EPH) , which provides a sub-panel of recipient households 

before and after the transition; 

¶ A private panel database, LatinPanel, which tracks consumption of non-durable products and 

also asks whether households receive Plan Jefes. 

Using these three sources, the authors are able to report the following findings. First, recipients were 
overwhelming satisfied with the electronic system since it saved them time (waiting in line) and money 
(travelling to paypoints). If anything, less educated recipients were likely to be less satisfied than better 
educated, although this may correlate with better access to ATMs in areas where more educated (but 
still now poor) households live. There was also evidence that the new arrangements reduced the level of 
kickbacks paid to receive payments, since individuals could now withdraw their money directly. There is 
preliminary evidence that recipients were better integrated into the formal system in that they also 

                                            
9
 Information from Duryea & Schargrodsky (2008) 
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used their cards to some extent to purchase at point of sale. However, the authors failed to find 
evidence that having the account promoted the use of other financial products such as savings.  This 
may be attributed to the fact that the accounts did not allow other funds to be deposited. 

 
2.7.5  Zambia 

As noted in the scoping paper, Zambia has had a pilot social transfer scheme (in the Kalomo district, 
reported previously, and in four others) for a while. The Social Protection Chapter of the Fifth National 
Development Plan emphasizes the importance of social protection mechanisms both for pro-poor 
growth and for enabling poor households to invest in the education of their children. For this reason, the 
Zambian Ministry of Community Development and Social Services, supported by DFID, GTZ, Irish Aid, 
Care and Unicef, have sought to develop a sector-wide program to scale up social cash transfers. 
FinMark Trust is advising and supporting this process, and recently commissioned consultants to 
investigate and recommend the potential channels to be used for scaled up payments in order to 
achieve inclusion goals, using terms of reference based on those in the scoping report. 
 
This initial report will be completed in November 2008 and is expected, based on information delivered 
at the workshop, to include an incremental, appropriate technology approach which will enable the 
usage of payment tokens at multiple payment channels over time. 

 
2.7.6 Peru 

The Corredor program of the Peruvian Ministry of Agriculture seeks to promote the development of 
poor and rural dwellers in the southern highlands of Peru. The program has a significant financial 
services component, which is different from the other social transfers recorded here, but is significant in 
the context of the general learning about financial inclusion: this scheme provided a financial incentive 
specifically to encourage rural women to open savings accounts for the first time with local regulated 
deposit taking institutions. Extra money was credited to accounts based on the amount by which 
balances increased; and also if withdrawals were made only for qualifying expenses (such as education, 
health care or business investment). On average, Trivelli (2007) reports that some 7000 women opened 
accounts over a five year period, into which they deposited an initial $28 and then a further $197 over 
the period. On average incentives totalling $300 per women were paid over a 36 month period, not 
including an estimated $100 in training and support costs funded by the program. This has led to 
questions about whether the cost of the incentive is too high. However, the cost of the incentive is less 
than the cost of the available cash transfer program, which costs $30 per month ($1080 over 36 
months), and the incentive may have greater impact by inculcating a formal savings culture in the 
recipients over time. This impact has yet to be demonstrated, but may be as part of the work done by 
Proyecto Capital. This program started recently and, supported by the Ford Foundation, will run for five 
years, researching and supporting financial inclusion elements in transfer schemes across Latin American 
countries. Developed countries such as UK have also implemented generous matched savings incentives 
for targeted groups like welfare recipients. 
 
2.7.7 Pakistan 

In recent years, Pakistan has pursued financial inclusion as an explicit goal under the leadership of the 
State Bank of Pakistan.  In 2008, the Government of Pakistan has launched the largest federally funded 
and administered social protection programme called the Benazir Income Support Program (BISP), 
expected to cost 0.3% of GDP in 2008/9. BISP was specifically designed to ameliorate the effect of rising 
food inflation to approximately 3.2 million poor households (12-14% of the low income population) by 
providing direct income support of Rs. 1,000 a month ($13).  
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Recipients are targeted through elected parliamentarians (each provided 8,000 forms), which once 
collected, will be cross-checked by national agency NADRA (for duplication and verification), before the 
lists are generated and sent to the Pakistan Post for distribution through money orders. Eligibility 
criteria include (i) female member of household; (ii) monthly household income under Rs. 6,000 ($75) 
and (iii) mentally or physically disabled family member.  
 
However, there are reportedly several problems in the implementation of this ambitious scheme. One is 
that disbursement through post offices is proving problematic due to corruption. In the areas such as 
Punjab where the BISP is more advanced, there are widespread reports of postmen taking bribes to 
release the money orders and using their own fingerprints (for verification of receipt of money order) to 
release the funds. NADRA is planning to apply technology to expedite the disbursement process and 
offer other services such as micro-health and micro life insurance to the beneficiaries, using machine 
ǊŜŀŘŀōƭŜ ΨǎƳŀǊǘ ŎŀǊŘǎΩ ƳŀŘŜ ŀŎŎŜǎǎƛōƭŜ ǘƘǊƻǳƎƘ ƪƛƻǎƪǎ ǇƭŀŎŜŘ ǘƘǊƻǳƎƘƻǳǘ ǊǳǊŀƭ ƭƻŎŀƭƛǘƛŜǎΦ However, the 
feasibility of such an approach to distribution is unproven as yet.  
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3. LEARNING FRAMEWORKS UPDATED 

3.1 Demand side: Client response and enhanced impact 

From a number of the schemes reviewed, there is clear evidence that recipients will embrace safe, 
trustworthy electronic means of payment. They may well prefer this to the cash alternative on the 
grounds that it saves them time and even travel costs. This is clear for instance from the surveys of 
Brazilian recipients and Argentinians after the transition to ATMs. While the degree of satisfaction was 
more variable in Swaziland, a country with a much lower literacy rate and less developed banking sector, 
a surprisingly high proportion of recipients with ATM cards indicated that they intended to continue 
using them after the transfers ceased. Similarly, the Dowa scheme in Malawi reported high interest in 
savings among recipients and some at least have linked their cards to standard OIBM accounts after the 
end of the payments. 
 
Some of strongest evidence of the pent up demand for safe transactional accounts comes from the 
rapid adoption of Mzansi basic bank accounts in South Africa: more than 4 million mainly low income 
people, including a sizeable proportion of grant recipients, have opened this account in the past four 
years. Equally, the ambitious targets projected by the Caixa for the adoption of its basic accounts (all 
recipients by 2010) imply high confidence about underlying demand. However, around a quarter of 
Mzansi accounts opened have become dormant. The reasons for the relatively high dormancy are 
presently not yet well understood but are the subject of a current FinMark Trust research project. This 
raises the issue that initial adoption of a financial service is not the same as ongoing usage, which is the 
source of the putative benefits.  
 
To ensure full adoption, further assistance may be required at first for recipients to become comfortable 
using new electronic payment means. Save the Children provided this support in Swaziland, as did the 
Corredor project to female savers in Peru. The support process involves time and cost which private 
providers may be unwilling to incur, and which they may not even be able to do effectively. 
Nevertheless, there are clear public benefits to the financial system from having more educated 
customers who are less susceptible to simple means of fraud (such as disclosing PIN numbers) and who 
are able to make more efficient use of bank services. Hence, providing for some level of support initially 
may be important in implementing enhanced payment solutions. So far, there have been few examples 
of doing this on scale. But new efforts to finance ŦƛƴŀƴŎƛŀƭ ƭƛǘŜǊŀŎȅ ǇǊƻƎǊŀƳǎΣ ǎǳŎƘ ŀǎ 5CL5Ωǎ ƴŜǿ 
Financial Education Fund for Africa, may be well placed to look to support pilot models which can fill this 
gap. 
 
So it would seem there is a latent market for financial services, with participation by social transfer 
payment recipients predicated on (at least) trust in the particular financial products offered and in the 
institution offering them.  Such trust is created by designing products that are appropriate for the 
particular recipients, and by training/education that gives the recipients practical, functional knowledge. 
 
Considering the value for recipients attendant to these financial services, there is no evidence yet of the 
incremental impact of different payment mechanisms on client welfare: most scheme evaluations ask 
merely whether recipients are satisfied or not with the channel which they use. Rigorous impact 
evaluation would require randomized experiments of the sort being performed in various places inter 
alia by the Financial Access Initiative and Innovations for Poverty Action. These approaches are costly 
and time consuming but have their place. A range of other possibilities exist ŦƻǊ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ΨƭƛŦǘΩ ǿƘƛŎƘ 
greater inclusion brings to social transfers. One is the Financial Diaries approach, which has been used to 
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track instrument usage and cash flows of a small sample of poor households in depth over a year in 
South Africa, India, and Bangladesh, and is underway in Malawi.  It may be instructive to follow different 
groups of recipients using different channels over time, monitoring consumption and investment levels 
as well financial instruments. Another is the difference-in-difference approach applied by Duryea and 
Schargrodsky, which exploits existing and develops new data sets. They do find evidence of the positive 
effect of the new payment mechanism in Argentina on household income, controlling for other factors, 
which suggests that recipients are using the time savings in getting their grants to earn new income. 
There is much opportunity for further work to refine and define impactτa point which will be taken up 
in the recommendations. 

3.2 Supply side: Providers 

An increasing range of types of providers is entering the business of providing payment services for 

social transfer schemes, as depicted in the Table below.  While traditionally the preserve of large state-

owned banks or post offices (which still remain important providers in Latin America), social transfer 

payments are increasingly the preserve of specialist private companies which make a business out of 

doing this.  A prominent example is NASDAQ-listed Net1 Aplitec which earned net income of some $80m 

on revenues of $240m in its most recent year (70% of which was earned in Africa, in particular from 

paying grants in South Africa). 10 

 

Table 7: Categorizing payment providers 

 Publically owned Privately owned 

Generalist 
Bansefi (Mexico) 

Caixa (Brazil) 
Union Bank (India) 

Equity Bank (Kenya) 
Standard Bank (Swaziland) 

Allpay/ ABSA (SA) 
OIBM (Malawi) 

Specialist  
Celpay (DRC) 

Net1/ CPS (SA) 
FINO (India) 

 
These specialists leverage either proprietary technology and/or a business model which enables them to 

deploy a distribution to serve areas in which recipients are based. In most low income countries, ATM-

based payment such as in Argentina will not be adequate because of the low existing density of ATMs 

and high cost of new installation. However, the agent-based models which use less expensive point of 

transaction or sale equipment, such as FINO in India and Equity Bank in Kenya, enable banks and other 

generalist players to compete in this space, if bank account based options are offered.  

 

Table 8 below categorizes the programs in terms of two aspects relating the technology involved: first, 

the authentication method and second, where cash can be withdrawn. It is noticeable that most 

solutions rely either on simple magnetic strip ATM or debit cards, which may be usable at a range of 

channels (ATMs and point of sale); or else smart cards, which because of the range of standards 

deployed are often only usable on particular equipment (e.g. Malswitch ATMS or POS in Malawi). 

Although mobile coverage is expanding in most countries, it still does not reach all areas where 

                                            
10

 Business Report Company News 9 October 2008 
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beneficiaries are, hence the continued reliance of providers like Equity and FINO on smart cards. It is 

important, however, to distinguish the role of smart cards as authentication instruments (e.g. containing 

a biometric record of the recipient which can be accessed off-line) from their role as payment 

instruments, enabling off-line card-to-card transfers of value. 

 

 

Table 8: Use of technologies and channels 

Channel to access cash 
Client authentication by: 

None (ID book; or 
stated PIN number) 

Magstripe Card Smart card 

General purpose fixed 
paypoint (e.g. branch) 

 SwaziPost (Swaziland)  

Special purpose mobile 
paypoint 

  
Net1 (SA) 
Allpay (SA) 

OIBM (Dowa) 

ATM  
Allpay: Sekulule (SA) 

Caixa (Bolsa) 
Standard (Swaziland) 

 

Agent/ correspondent 
with Point of sale device 

 
Caixa (Bolsa) 

Standard (Swaziland) 
FINO (NREG) 

Equity Bank (HSN) 

Agent/ correspondent 
with mobile phone 

Celpay (DDR-at first)   

 
To date, the mobile phone has only really entered the picture so far in the DDR case, where the agents 

used their mobile phones to authenticate recipient claims using PIN numbers supplied by the recipient. 

As the coverage of mobile data networks extends into more remote areas, it is likely that more devices 

(such as POS and ATMs) will in fact be connected using mobile network communication channels. It is 

perhaps not surprising that most solutions have not yet been based on the recipient having a mobile 

phone, since one may assume that the penetration of mobile among recipients, who are by definition 

among the poorest in most societies, would be low. However, the data reported from South Africaτthat 

47% of people who receive grants own their own mobile phone (national cell subscription penetration is 

reported to be 75%)τsuggests that this is changing quite fast; and that the mobile phone is likely to be 

a more pervasive channel for recipients in future, particularly as means to assure remote agent liquidity 

ŦƻǊ άŎŀǎƘ ƻǳǘέ ŀǊŜ ŘŜǾŜƭƻǇŜŘ. Already, transfer recipients with Mzansi basic bank accounts in South 

Africa are able to make balance enquiries and person-to-person transfers using their cell phone. We 

would expect to see much more use of this channel in future; and monitoring schemes which offer this 

feature over time will be important. 

Because the business models and payment approaches of the different providers differ so widely, not to 
mention differences in the scale and coverage of the different schemes, it is hard to compare the costs 
of the payment mechanism in each case. Stating costs as a percentage of the transfer may be misleading 
since the size of the grants varies greatly, whereas the cost per transfer is relatively fixed. Comparisons 
of absolute costs per payment may also be misleading: exchange rates obviously fluctuate considerably, 
distorting comparison, and it is hard to adjust both for the range of additional services received as part 
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of the fee and for other oneςoff costs such as registration of recipients or card issuance which are not 
covered in the monthly fee. There is a great need to decompose and then track and report these 
numbers more accurately so that better benchmarking can be done: this theme is picked up in the 
recommendations. For now, however, with the caveats about comparability, Table 9 below depicts a 
range of current cost numbers from schemes which report or record this. 
 
 
 
Table 9: Costs per payment 

 
Amount of each grant 

Fee per 
payment 

Fee/ 
grant Additional services offered/ source 

Scheme 
Local 

currency 
US$ 

current US$ current % 

 NREG Rs.200 4.15 0.08 2 Basic bank account; Johnson pp.12,19 

DDR N/A 25 2.5 10 None, %fee negotiated after switch to manual 
Dowa 

 
10 1 10 Noneτspecial payment account, CGAP 2007 

HSN KSh2150 27 1.25 4.4 
Basic bank account with bundle of free  
transactions per cycle; functionality to do more 

Swaziland E165 20.6 2.5 13 
Basic savings account with special features; 
Beswick pp.14,15 

South Africa: 
Account 
(Sekulule) 

ZAR 
 

2.25 
 

Basic bank account including 2 free withdrawals 
per month; functionality of account can do more 

South Africa: 
ΨŎŀǎƘΩ 
payment 

ZAR 
 

3*  3.5 
May involve Net1 smart card payment, which has 
additional functionality including withdrawal at 

POS 

 
Notes:   
*: in the case of HSN, the scheme pays additional fees to the provider as part of location-specific infrastructure subsidies, which amount to an 
additional $3 per pilot payment cycle during the three year pilot. However, this infrastructure will be of use beyond this period so  
**:  varies by province and by year but averages $3. 

 

3.3 Policy makers and scheme designers 

The 2006 scoping paper concluded that payment arrangements were usually an afterthought for 
transfer scheme designers: because they knew that basic cash (or pull) payment options were available 
in some form, designers assumed this to be the default option, and the payment process was given little 
further thought.  This omission has been, in part, a result of the complexity of payment schemes in the 
fast changing retail financial landscape. For this reason, the writing of a manual, as well as maintaining a 
database of payment providers, is recommended to assist scheme designers.  
 
The evidence surveyed here offers some encouragement that the tendency to treat payment systems as 
an  afterthought is changing: from Kenya to Zambia, new schemes are considering the payment and 
financial inclusion issues explicitly in tendering criteria and in designs for ramping up. Even in the bigger 
established schemes, financial inclusion is being bolstered ƛƴ .ǊŀȊƛƭΩǎ .ƻƭǎŀ CŀƳƛƭƛŀ ǇǊƻƎǊŀƳ (through 
/ŀƛȄŀΩǎ ƴŜǿ ŀŎŎƻǳƴǘ ōŀǎŜŘ ƻŦŦŜǊƛƴƎǎ); and in South Africa, where official (numerical) reports of little 
apparent progress towards electronic payment may understate the reality of usage at point of sale and 
where the national administrator has a stated intent to perform a strategic review of the payment 
issues. 
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Where there has been progress, it is often attributable to the role of a specific entity with the ability and 
capacity to give focus on the payment issues, a focus that is still lacking in many social development or 
equivalent ministries. For example, the influence of FSD Kenya in the Kenya HSN process has been 
crucial as noted earlier; and in Brazil, the role of the Caixa as a large retail bank focused on the low end 
market has been vital in driving the offering of basic accounts to Bolsa recipients . 
 
Still to be overcome are the frequent difficulties of communication and coordination between 
responsible government agencies.   Weak coordination may result from different levels of technical 
expertise or because of different levels of political influence.   Further complicating this coordination is 
the need to involve service providers to assure practical relevance. 
 
Despite the generally slow progress towards inclusion, the evidence presented in this report should give 
policy makers additional cause for thought: for example, the overwhelming finding (especially 
pronounced in NREGA in India) is that suitable payment schemes can reduce known fraud or corruption 
substantially, although, as one part of the delivery chain, the payment arrangements alone cannot 
eliminate it. Also, the clear evidence of recipient takeup is indicative of underlying demand. 
 
However, it is also clear that enhanced payment arrangements may take time to design and implement: 
while there is no evidence that the payment arrangements alone have delayed any particular scheme, 
there is an undeniable element of complexity to manage, especially if differing technology platforms are 
involved, and if the solutions are to align with the development of retail payment systems which are 
themselves at an early stage in most low income countries. Because social transfer programs may have 
high volumes, they may have decisive effects in tipping national retail payment systems towards the 
standards which they adopt: this may be helpful in accelerating the process and enhancing the business 
case for deployment of these needed systems; or not, if the system chosen for social transfers proves 
inappropriate for broader national needs. There is limited evidence as yet that much coordination takes 
place between the line ministries responsible for social protection and those agencies responsible for 
the financial inclusion.   
 
Furthermore, enhanced payment arrangements may not be less expensive in the short run for schemes, 
especially if the costs of issuing new payment instruments such as smart cards or setting up acquiring 
infrastructure such as establishing agents or ATMs are considered. While the schemes may have to carry 
these startup-related costs, the social benefits may well be felt over a longer time period and a broader 
range of people than recipients only. 
 
If the financial inclusion agenda is to be mainstreamed in social transfer scheme design, it is clear that 
these factors would greatly help: 

¶ Clear impact assessment which can demonstrate the additional impact on poverty reduction 
which financial inclusion has on recipients. We return to this issue in the next section; but the 
point now is that, if there are extra costs or delays involved in introducing enhanced  
arrangements, it should be possible to elucidate the proven additional benefits to policy makers 
and scheme designers.  

¶ An operating manual on the payment arrangements is desirable to guide general scheme 
designers, with training available and support in particular applications, to support scheme 
designers through the complex process of considering inclusion elements.  
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3.4  Towards an integrated theory of change of financial inclusion and social transfers 

Both the fields of social development and financial inclusion have developed theories of change to 
explain the intended impact of their approaches on the welfare of the poor person who is the target of 
their policies. Efforts to provide empirical measurement of these impacts have taken place especially for 
social transfer schemes. 
 
The primary objectives of most social transfer schemes are to reduce poverty and vulnerability. The 
theory of change underlying these mechanisms is based on the assumption that recipients will use the 
cash grants wisely and flexibly to boost their consumption of immediately necessary items such as food; 
and may even invest surplus in increasing their productive capacity through education or micro-
enterprises. The fungibility of cash allows recipients to choose the consumption/ investment mix which 
suits their circumstances best. Conditional cash transfer schemes embed further incentives for 
recipients to modify behavior towards socially desired patterns.  
 
In his recent paper for DFID, Barrientos (2008) lists a multitude of studies of social transfer schemes 
around the world, concluding that in general, the positive impact on poverty and vulnerability has been 
demonstrated.  For example, various studies of Oportunidades or its predecessor, Progessa, have shown 
how the scheme has increased the physical growth rates of young children, increased school 
enrolments, and increased the time spent in school by children by 0.7 years. All these are convincing 
indications of the value of these schemes in achieving their goals. 
 
Similarly, in the field of financial inclusion, the objective of increasing access to appropriate financial 
services rests on a theory of change that individuals need the means to smooth income over time (based 
on changes in life circumstances such as having children or being too old to work) and in the face of 
shocks to income and assets that come from illness or external circumstances such as natural disasters. 
Rutherford has even demonstrated the equivalence in certain terms between access to savings and 
access to credit for poor households: credit is named ΨǎŀǾƛƴƎǎ ŘƻǿƴΩ as opposed to Ψsavings upΩ, since 
loans requires commitment ex post to repay each instalment, much as a saver might make regular 
savings. Equally, insurance can smooth income following unpredictable shocks. Access to financial 
services should reduce vulnerability therefore, and even create a means to build assets and capabilities 
which provide a path out of poverty. 
 
The modern theory of financial inclusion goes beyond these traditional economic arguments, however, 
to incorporate the sense that having access to at least basic financial services is necessary for wider 
participation in the modern economy, and therefore for a sense of economic citizenship. Having formal 
financial services may enhance the dignity of excluded citizens in non-financial but non trivial ways 
which affect their well being and sense of belonging. 
 
Again, these theories have been empirically tested in various ways and settings, although until recently 
with less rigor than the impact assessment of transfer schemes. 
 
Only recently has the case been made to integrate the two theories of change around the impact on 
economic growth at the micro-level. Barrientos (2008) has made the connection when he argues in a 
recent paper for DFID that policies to promote economic growth are likely to be more effective in 
reducing poverty if they are complemented with policies which extend opportunity. Furthermore, well-
designed and implemented social transfer programs can enable poor people to invest in productive 
capacity and thus such programs can support growth strategies. This argument is important because of a 
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lingering concern in some quarters that extensive transfer programs may have negative effects on 
economic growth because of their disincentive effects on labor supply and their need to be funded 
ultimately through taxation on productive activity. 
 
Barrientos therefore outlines several causal processes by which social transfers can be linked to  
investment and growth. First, social transfers may lift credit restraints: especially access to bank loans 
without collateral.  Complementary savings of a portion of the transfer payment provide investable 
funds and may build the ability of the recipient to access credit over time: this has been demonstrated in 
Mexico, where as much as 12% of Oportunidades grants are saved where this is possibleτmeaning not 
withdrawn and spent in the same cycle. Second, through providing a regular, dependable source of 
income, transfers reduce income uncertainty which helps to preserve consumption levels and protect 
assets from adverse άǎƘƻŎƪǎ.έ Third, social transfers may improve intra- household resource allocation: 
since women (in contrast to men) are more likely to use money for education and health purposes for 
their children which makes children and therefore families more likely to escape generational cycles of 
poverty. 
 
However, for these to be true, Barrientos sets out several conditions for social transfer schemes:  

¶ Payments must be regular and reliable; they must also have long enough duration to influence 
the consumption-investment decisions of households yet not so long as to generate 
dependency.  

¶ Payments must be large enough to overcome the poverty trap. 

¶ Eligibility requirements for social transfers cannot encourage asset depletion (to prove poverty), 
ƴƻǊ ƭƛƳƛǘ ǘƘŜ ǳǎŜ ƻŦ ǇǊƻŘǳŎǘƛǾŜ ŀǎǎŜǘǎ όƭƛƪŜ ǊŜŎƛǇƛŜƴǘǎΩ ƭŀōƻǊύ ǘƘǊƻǳƎƘ ƛƴŀctivity tests. 

¶  Payments must facilitate household allocation of resources that are productive.  This usually 
means women should be recipients (as is the case in microfinance where women have 
traditionally been the majority among microenterprise clients). 

¶ Social transfer programs should include complementary asset accumulation: basic services for 
health and education which foster human assets/capital; and skills training and micro-credit 
which foster accumulation of productive and financial assets. Barrientos favourably cites the 
ŜȄŀƳǇƭŜ ƻŦ .w!/Ωǎ LD±D5 ǎŎƘŜƳŜ ƛƴ .ŀƴƎƭŀŘŜǎƘ ŀǎ ǇǊƻǾƛŘƛƴƎ ǘǊŀƛƴƛƴƎ ŀƴŘ ƳƛŎǊƻŎǊŜŘƛǘ ŀǎ ŀ 
pathway out of poverty for recipients. 

 
Not only are these guidelines and conditions useful in themselves for considering the design of new 
schemes, but they also provide a starting point in the task of integrating the theories of change around 
how access to financial services greatly enhances the impact on poverty of these schemes through the 
effect on growth at a microlevel.  
 
h9/5 tƻǾƴŜǘΩǎ ŦƻǊǘƘŎƻƳƛƴƎ ǇƻƭƛŎȅ ƎǳƛŘŀƴŎŜ ƴƻǘŜ ƻƴ ǎƻŎƛŀƭ ǇǊƻǘŜŎǘƛƻƴΣ ǇƻǾŜǊǘȅ ǊŜŘǳŎǘƛƻƴ ŀƴŘ ǇǊƻ-poor 
growth states the proposition in similarly strong terms. Articulating the case for financial inclusion would 
strengthen this further still.  

3.5  Updating the 2006 scoping report framework  

The insights drawn in this section from the new country-level evidence reported in the previous section 
largely build on the foundations laid by the 2006 scoping report. Most of the conclusions of that report 
still remain valid.  
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Of the analytical frameworks introduced in 2006, the push-pull framework has some resonance, 
ŀƭǘƘƻǳƎƘ ǎƻƳŜ ǊŜǇƻǊǘǎ ǎǳŎƘ ŀǎ ǘƘŜ 55w ƻƴŜ ƘŀǾŜ ǎƘƻǿƴ ǳǇ ΨǇǳǎƘ-ǇǳƭƭΩ ƘȅōǊƛŘǎΦ ¢ƘŜ ƪŜȅ ŘƛǎǘƛƴŎǘƛƻƴ ƎƻƛƴƎ 
forward is perhaps less ŀōƻǳǘ Ψpush or pullΩ but rather whether a scheme offers the ability to store of 
value in some formτnot necessarily a bank accountτrather than simply receive payment. Similarly, the 
distinction made in 2006 between ΨŀŘŘ-ƛƴΩ ŀƴŘ ΨŀŘŘ-ƻƴΩ ŦƻǊ ŀŘŘƛǘƛƻƴŀƭ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜǎ in retrospect has 
less importance as an analytical category, and could be abandoned in favour of simply considering 
whether the recipient can access any additional financial services linked to or as a result of the social 
transfer process, regardless of how or by whom they are provided. 
 
For this reason, it is instructive now to move beyond these simple distinctions towards a more rounded 
and specific definition of what constitutes financial inclusion specifically for social transfer recipients 
rather than attempt to define financial inclusion more generally. While any general definition such as 
that proposed in the Table below requires tailoring in a national context, it aims to provide an initial 
benchmark to determine whether in fact the payment arrangements of a scheme are likely to result in 
greater inclusion or not. Criteria like these can be used, and indeed have been used for HSN in Kenya, to 
establish thresholds for the type of payment services desired for a scheme. However, just as in the 
scoping report wŜ ǎǘǊŜǎǎŜŘ ǘƘŀǘ ǘƘŜǊŜ ǿŀǎ ƴƻ ŀǳǘƻƳŀǘƛŎ ǇǊŜǎǳƳǇǘƛƻƴ ƛƴ ŦŀǾƻǳǊ ƻŦ ΨǇǳǎƘΩ ǎŎƘŜƳŜǎ ƛƴ ŀƭƭ 
circumstances, so too we emphasize here that the purpose of the proposed definition is not to rule out 
simple cash payments or make them seem inferior: many schemes will continue to rely on these to 
achieve their objectives; but these schemes should not claim to have financial inclusion as one of their 
goals or direct outcomes.  
 
In the table below, we set the bar for basic inclusion at a low level, although it is still a move from where 
most schemes are today: for example, some of the largest Latin American schemes in their current form 
would not qualify as creating financial inclusion by this metric. The advanced level provides a step 
towards full inclusion at the level of the mainstream banked customer. It is possible to provide for a 
greater range of levels between these two levels, but for the general case, the two levels provide the 
illustrative rungs on the ladder of financial inclusion. Clearly, one of the key tensions in setting such 
benchmarks is between adding more ΨƴƛŎŜ ǘƻ ƘŀǾŜΩ requirements and the resulting additional cost to the 
schemes. 
 
Table 10: A social transfer recipient is financially included at this level when: 
 

Features Basic level Advanced 

(i) Nature of core product   

Electronic Store of value in which funds can be 
retained 

Yes  

Regulated deposit account  Yes 

Ability to transact at non-dedicated financial 
infrastructure (such as POS, ATM) 

 Yes 

Usage more than one transaction per month  Yes 

(ii) Geography    

Additional travel time required to access cash 
beyond usual travel patterns is less than xx11 
hours 

Yes Yes 

(iii) Additional financial products   

                                            
11

 This parameter is specific to the nature of a scheme and the country environment 
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available 

Savings  Yes 

Credit  Yes 

Insurance  Yes 

(iv) Other aspects   

Support for financial capability  Yes 

Consumer protection effective (disclosure, 
recourse provisions)12 

Yes Yes 

 
Finally, although the process outlined in the report and the illustrative terms of reference for designing 
and conceptualizing enhanced payment arrangements have been applied in recent cases (such as 
Zambia), it is also clear that these process aspects require further clarification and refinement to achieve 
greater precision and usefulness for country officers and policy makers responsible for scheme design. 
We carry this recommendation into the next section and propose a manual on payment arrangements. 
 

 

                                            
12

 Requires some specificity in a national context 




