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CCTs and winning elections

Here comes fairly compelling evidence to show that Conditional Cash
Transfer (CCT) schemes are not only efficient means of transferring
development assistance but are also vote-winners! Chris Blattman
points to a fascinating study of CCT schemes by Marco Manacorda,
Edward Miguel, and Andrea Vigorito, which finds evidence that such
programs generate greater political support than other welfare spending
programs.

They studied the impact of the Uruguayan PANES CCT program,
consisting mainly of a monthly cash transfer for a period of roughly two
and half years, on political support for the government that
implemented it. Their findings include

1. Beneficiary households are 21 to 28 percentage points more likely to
favor the current government (relative to the previous government).

2. The impact of the same nominal cash transfer is "larger among
poorer households and for those near the center of the political
spectrum", consistent with the "probabilistic voting model in political
economy" and the fact that "the marginal utility of consumption is
highest for this group".

3. The "effects persist after the cash transfer program ends".

4. They estimated that the "annual cost of increasing government
political support by 1 percentage point is roughly 0.9% of annual
government social expenditures".

Intutively too, cash transfers, being more direct and salient, are more
likely to catch the immediate imagination of its beneficiaries than the
more indirect methods like subsidies or in kind assistance. Surely, it
provides more direct exposure for the politician to deliver the subsidy for
fertilizers or crop price support or health insurance as direct cash
transfers instead of the regular method providing poor quality seeds or
fertilizers or health care.
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In fact, one of the greatest attractions for politicians (and Governments)
in promoting Self Help Groups (SHGs) and micro-finance in states like
Andhra Pradesh, has been the symbolic political value attached to the
regularly held loan disbursement melas. The flagship poverty
alleviation programs of both the previous (Velugu program) and present
(Indira Kranti Pathakam and Pavala Vaddi loans) governments in
Andhra Pradesh have revolved around direct cash transfers in the form
of micro loans to SHG members.

Many shrewd politicians have realized that they derive more political
mileage from these direct cash disbursements than the old IRDP-style
asset distribution! CCTs are only a small step ahead from the SHG loan
disbursements. Now, atleast this should spur some of our own
politicians to embrace them!
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