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Assume a world with non‐imaginary 
fiscal constraints…. 

Give to the people, especially to the workers, all that is possible. 
When it seems to you that already you are giving them too 
much, give them more. You will see the results. Everyone will try 
to scare you with the specter of an economic collapse. But all of 
this is a lie. There is nothing more elas3c than the economy 
which everyone fears so much because no one understands it. 

Juan Perón, 
(Advicing the President of Chile in 1953, quoted in Hirschman 

1981, p.102). 



Context 

•  Introduced in 1995, “Tequila” crisis, reforms: 
NAFTA, Ejido, PROCAMPO, FAIS, PROGRESA… 

•  Phased out 2001‐2006, slowly revived 2007‐ 
•  Actual and poten3al relevance and cost‐
effec5veness (in transferring resources to the 
poor) in current crisis, given compara&ve 
advantage in context of other available 
instruments… 
–  CCTs (Progresa/Oportunidades)  
– Other employment/produc&ve programs (including 
permanent public sector employment…) 



Advantges 
1)  Efficient self‐targe5ng. If wages are sufficiently low, 

minimize inclusion and exclusion errors without the 
administra&ve and incen&ve costs associated with 
means or proxy‐means test targe&ng 

2)  Long‐term impact: produc&ve and community 
infrastructure in poor regions can have a long‐term 
impact on regional poverty.  

Challenges 
1)  High par5cipa5on and input costs: labor opportunity 

costs, and the costs of material inputs to the projects. 
Under underemployment, rather than unemployment, 
these may wipe out the gains from its compara&ve 
targe&ng advantage. 

2)  Uncertain impact of public projects on poor, in the 
absence of effec&ve monitoring and evalua&on 
mechanisms. 



EGP vs. PET 
(PET vs. Progresa/Oportunidades) 

•  Both seek to address short as well as long‐term poverty 

•  CCTs not designed for protec&on against economic shocks or 
cycles… 
–  Self‐selec&on/low wage makes PET be5er, more flexible targe&ng 

•  Poli5cal economy of program survival: two contras&ng 
stories… 
–  Coverage: Progresa 2.5 mill HHs in 2000 (5 million today) 
–  “Acquired right” vs. transient benefit 
–  Ins&tu&onal: centralized & autonomous coordina&on vs. mul&‐

agency, decentralized 
–  Evalua&on: PET not evaluated, first results cri&cal 



Current crisis may be as deep as 1995, 
but more prolonged… 



Poverty likely to increase more than in 
1995 (migra&on)… 























Reform and Expand 

•  Reforming planning procedures and prac&ces to ensure 
an5‐cyclical alloca5ons: periods of low economic 
ac&vity. 

•  Targe&ng geographic areas and popula&on groups with 
limited alterna5ve income‐genera5ng opportuni5es. 

•  Self‐financing of material inputs by the benefited 
communi&es.  

•  Project accountability, M&E 
•  Coordinate with infrastructure programs… 

–  FAIS: 3000 billion US,  
–  PET: 163... 

•  Public services, public sector employment… 


