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Foreword

bout half of all Latin American children—48.2 percent, to

be more precise—have experienced a developmental “fail-
ure” by the time they reach age 18. To reach this figure we added the cumu-
lative percentages of those dying before the age of 5, those dropping out of
school in three rising age groups from age 8 to age 15, and those unem-
ployed and out of school between the ages of 17 and 18.

These are sobering statistics for a region that wants to compete in a
global marketplace that rewards skilled workers over unskilled ones, but
where inequality is pervasive, constrains growth, and is strongly linked to
differential access to human capital (health and education) between the rich
and the poor.

The region’s future growth and well-being depend to a large extent on
the implementation of policies that quickly and effectively reduce this per-
centage figure for development failure. In response, researchers and policy-
makers have paid increasing attention to demand as well as supply side
issues in the design of education and health services for the poor and
excluded. This volume contributes to these analyses by focusing attention
on the family as a key lever to increase demand for these services (and,
therefore, facilitate social mobility), or, failing this, to reproduce poverty
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and disadvantage. It highlights in particular the shortfalls in human devel-
opment that often occur within the family during the early stages in the life
cycle, bracketed by conception and the beginning of primary school. A clear
message is that income is a fundamental but not the only constraint to a
better future.

In other words, families matter.

The essays and lectures in this book stress as well the utility of a life-cycle
perspective as a core element of intelligent social policy formulation, as well
as the need for comprehensive interventions to combat the passing on of
disadvantage and poverty between parents (especially mothers) and chil-
dren. Throughout, the writings are rich in empirically sound ideas that can
be used in the design of interventions to combat the intergenerational
transmission of poverty.

The intergenerational transmission of poverty is a problem that begs the
attention of all thoughtful persons in Latin America, especially those in a
position to mobilize public opinion and resources to mount a well designed
and vigorous response. The hope is that this volume inspires and helps
shape effective strategies that, in the end, are neither as complicated nor
expensive as others that the countries of Latin America have implemented
in the past.

Carlos M. Jarque, Manager
Sustainable Development Department
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Early Childhood Investment
and the Intergenerational
Transmission of Poverty

ntergenerational transmission of poverty (ITP) is the process

by which poor parents pass on poverty and disadvantage to
their children. ITP is the result of interplay between certain conditions that
characterize the lives of most destitute families in Latin America and the
Caribbean, and as such it is a root cause of persistent indigence in the
region.

Intergenerational transmission of poverty negates equality of opportu-
nities at birth, and in so doing impairs the basis for a fair society and for
social stability. It erodes social cohesion and fuels violence and civil dis-
content—particularly worrisome in the context of Latin America’s current
economic stress. By severely diminishing opportunities for the children of
the poor to build their human capital, ITP hobbles a country’s future
productivity and with that, its prospects for growth and development.

By perpetuating an underclass of families without effective access to
sources of human capital and consequent earning power, ITP is a powerful
force behind Latin America’s emblematically unequal income distribution.
Only about 20 percent of the children of poorly educated parents in the
region complete secondary education (ECLAC, 1998). Yet, attaining at least
that level of education is the bare minimum required for a young person
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from a disadvantaged background to have reasonable odds to find work that
pays enough for a ticket out of poverty, much less develop the skills to par-
ticipate in the “information revolution” that is sweeping Latin America and
the key to moving ahead in the labor force of the 21st century.

Whether reckoned by monetary income or parental schooling (as a mea-
sure of earning capacity and child rearing capabilities), poverty in Latin
America—combined with relatively high fertility among poor and under-
schooled women—results in large numbers of children at risk. By the mid-
1990s, more than 42 million Latin American children under age nine lived
in households whose head had not completed primary school, and some
37 million lived in households with income below the poverty line of $2 a
day.! Furthermore, most of those children lived in households with both of
those disadvantages. Sluggish economic growth since then suggests that
those numbers may be considerably higher today. With prospects for rapid
growth in the years ahead as elusive as ever, the problem does not seem
likely to be soon resolved.

The main purpose of Escaping the Poverty Trap is to raise awareness
about the dimensions of the problem of intergenerational transmission of
poverty. In particular, the book targets those in and outside the region who
are in a position to affect policies—including officials from the public sec-
tor and corporate and philanthropic spheres, as well as the media and civil
society—and thus act as catalysts in fostering a more focused and robust
response to the problem than what has been seen to date in the region.

The book provides a framework to guide the thinking of those looking to
tackle the problem now, and its success will be measured by the extent to
which it fosters the political will and consequent pursuit of effective policies
that could decisively change the prospects of the next generation of children
of the poor in Latin America. Such a turnaround would surely improve
prospects for the successful and sustainable transformation of the countries
of Latin America into more prosperous, fair and safe societies.

The book also looks at the dimensions and causes of intergenerational
transmission of poverty in Latin America as well as possible remedies for
it. The problem is examined from two interrelated and complementary
perspectives.

! Estimates based on household survey data from the IDB Research Department’s Social
Information System, May 2000.
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Part One examines the intergenerational transmission of poverty from a
systemic viewpoint that brings together the interplay of the components that
make up our understanding of how ITP typically plays out in Latin America.
This section considers how such factors as the demographic structure of
households, parental schooling and ethnicity, and secondary education oppor-
tunities for children interact to affect the extent to which poverty is trans-
mitted. Part One finds that the earliest stages of human life—from conception
to primary school age (6-8 years old)—are the most critical interval of the
ITP cycle. This is when widespread shortfalls in meeting the child’s minimum
requirements for physical and emotional care—as well as psychological stim-
ulation and nurturance—often lead to major and irreversible impairment of
long-term human potential. These essential childhood requirements are
grouped under the term “early childhood care and development” needs.

Meeting those care and development needs is paramount to investing in
early childhood, a common theme of Part Two, in which, following a sum-
mary, distinguished leaders in the struggle for the human, social and
economic development of the world’s less fortunate reflect on the philo-
sophical, political and other fundamental dimensions of early childhood
investment (IDB, 1999a). The scope of such investment extends well beyond
the direct provision of early childhood care and development services. In the
socioeconomic and cultural context of poor families in Latin America, most
early childhood interventions—such as protecting the child during the pre-
natal stage and feeding and caring for his or her many needs during the
months and early years of life—will be provided by the mother, although
grandmothers, older sisters and other family members may well be
involved. Improving early childhood care and development for the offspring
of the poor therefore requires indirect investments in the child’s family, par-
ticularly those that improve child rearing skills and other forms of human
capital among actual and potential mothers.

The first essay in Part Two by Amartya K. Sen examines investment in
children in the context of the overall development process—that is, opening
alternatives to people as part of the expansion of human freedom. The
Nobel Laureate emphasizes, first, the direct and integral relationship
between a person’s childhood and adulthood, beginning with the elemental
recognition that a minimum investment in early childhood is necessary for
survival into adulthood, and moving to the expected quality of life of the
surviving adult based on the amount and nature of the investment in (or
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“preparation” of ) that person during childhood. Sen then points to the indi-
rect effects of the investment in a child on others in society, and on society
itself, in terms of the person’s capabilities and corresponding actions as an
adult, particularly in the economic, social and political spheres.

Gro Harlem Brundtland states clearly in the essay that follows that invest-
ing in early childhood means investing in poverty prevention, so the way to
break the poverty cycle is to focus on children. She highlights the power-
ful complementarities inherent among cardinal dimensions of human
development—health, nutrition, cognitive and social stimulation, and
education—but notes that health and nutrition, in addition to their direct
value to the child’s well-being, are prerequisites if other investments in child
development are to be of much use. A sick or hungry child is not a ready
learner. Such complementarities, Brundtland argues, call for collaboration
and partnerships among the diverse actors in the field of development,
particularly specialized multilateral agencies, in tackling the problems of
children in poverty in correspondingly complementary fashion.

Miguel Urrutia revisits the rationale for investing in early childhood.
Whereas this topic is examined in Part One as paramount to the array of
causal and strategic factors involved in the intergenerational transmission of
poverty, Urrutia focuses on the importance of early childhood investment
in terms of its impact on economic growth and equity in Latin America,
with an emphasis on the Colombian experience.

Robert Myers looks at early childhood investment from a more specialized
and operational perspective. He largely assumes that the case for investing in
early childhood has been made, taking on instead the task of providing a
framework for going about it in a sensible and cost-effective manner.

Also presupposing the justification for better and more investments in
early childhood, Nancy Birdsall highlights the role of the state in marshaling
the necessary resources. Birdsall looks at the issue in the context of Latin
American societies renowned for skewed income distribution and inequality.
Throughout the region, only a small segment of the population has access to
quality social services and to ways to participate in decision-making processes
in terms of the use and allocation of public resources. Creating a political con-
stituency for early childhood development programs and empowering both
providers and consumers are key steps, according to Birdsall, towards ensur-
ing that states provide sufficient and sustained resources for “win-win” invest-
ments that are good for both equity and economic efficiency.
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Summary

he notion that the children of disadvantaged parents tend to
do less well in life than those from wealthier families is prob-
ably at least as old as Western civilization. There are allusions to it in the Old
Testament, and more explicitly in the treatises of John Locke in the 17th cen-
tury and Malthus’ Essay on the Principle of Population, first published in 1798.
The approach taken here to examining the intergenerational transmis-
sion of poverty (ITP) is more proximately rooted in the theory of human
capital, particularly as developed and extended to the context of poor
households in low-income countries by Gary Becker and Gregg Lewis in
their work beginning in the early 1970s, associated with the monikers of
“new household economics” and the “child quantity-quality model.” The
study also borrows heavily from the intra-household distribution model
associated notably with Amartya Sen’s work in the 1980s and 1990s, from
the life-course perspective model put forward by Frank Furstenberg and
others in 1988, and from Robert Myers’ writings on the conditions for suc-
cessful human development during childhood, and the extent to which
these conditions go unmet among the children of the poor.
Drawing on a review of recent literature and empirical work, Part One of
this book examines the effects of family background on the intergenera-
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tional transmission of poverty in Latin America. The empirical results are
based on a cross-section sample from 16 Latin American countries account-
ing for most of the region’s population, as well as on a sample panel of fam-
ilies in Lima, Peru, interviewed in 1985 and again in 1994. The findings
clearly show the need for changes in government policies and in the design
of programs to induce and support a quantum increase in the human cap-
ital of undereducated households—and particularly in the human capital of
the children living in those households. Only such an increase in human
capital will enable those children to escape the poverty trap into which they
were born as they grow into adulthood.

The ITP approach used here is based on two fundamental concepts. First,
it emphasizes the preschool period of life, beginning with conception, as
the critical stage when vulnerability to lifetime damage is greatest, but when
there also is the greatest potential for cost-effective interventions to break
out of that cycle of damage. The second emphasis is on insufficient educa-
tion as the primal vector of poverty throughout the life cycle and across
generations.

The ITP Model

A simplified formulation of the ITP model shown in the chart on the next
page illustrates its assumptions on causative flows and the cyclical nature of
the process. It also provides a framework for identifying when and where
specific programmatic actions might be employed to break the transmission
chain. To better convey its key features and to keep it simple, the chart (and
to some extent, the broader model) focuses on factors that diminish the
likelihood that the poor will overcome poverty within and between gener-
ations. There are two main caveats to be kept in mind, however.

First, there are almost always at least some opportunities for escaping the
cycle of ITP, and we know that a sizeable proportion of Latin Americans
born to extreme poverty manage to do so. A guiding purpose of our work is
to identify the most effective ways to increase those success rates. The sim-
plified model shown in the chart in effect refers only to those people born
into the ITP cycle who, failing to escape from it, would complete the cycle
and reset it for the next generation.

The second caveat is that, since the model focuses on the internal dynam-
ics of the poverty cycle, it may seem that it blames the poor for their prob-
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In the midst of typically harsh social, economic and cultural settings with
inadequate social services, oversupplied labor markets for the unskilled,
and meager cultural opportunities and successful role models, a host of
formidable impediments characterizing the environments of families in
poverty include . . .

... who begin childbearing

Parents with little schooling
and scant marketable

skills (“functionally poor
parents”) . . .

... generally socialize with
out-of-school peer youth,
often resulting in early
childbearing and thus
becoming . . .

A

... have a high propensity
for dysfunctional and anti-
social behavior, work at
dead-end jobs (or live off
illegal activities) and . . .

A

Y

early, without the means or
parenting skills to provide
for their children’s develop-
mental needs, often resulting
in...

... stunted children with
impaired learning
capacity . . .

Y

... frequently resulting in
school failure (repetition,
desertion) causing functional
illiteracy and thus leading
to...

... out-of-school and
unskilled youth with scant
marketable skills and
poverty earnings (e.g. func-
tional poverty), who . . .

A

9
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lems. In other words, it might appear to cast poor people as the main actors
in a process that leads to adverse consequences for themselves (they remain
poor), their children (they do not develop fully, remain poor, etc.), and even
society at large (as when adolescents in poverty behave antisocially). It is
thus worth emphasizing that factors external to impoverished households
and people—such as the lack of quality social services (clean water, sanita-
tion, police protection, health care and, most importantly, good schools) as
well as economic opportunities beyond hard work for subsistence wages—
more often than not configure an environment so hostile to human devel-
opment that it is quite astonishing that some people actually manage to
overcome such formidable odds. While we fully recognize that these imped-
iments exist and wholeheartedly agree with mainstream anti-poverty liter-
ature that advocates supply-side public policies to improve these conditions,
the ITP model itself, for heuristic purposes, focuses on factors that are
indeed largely endogenous to impoverished families.

Insufficient human capital, reckoned in terms of education or schooling,
is the critical dimension of poverty in the ITP framework. Led by its “initial”
block (upper left-hand corner), the chart depicts critical stages and attend-
ing adverse features in the life cycle of “typical” individuals born to parents
lacking sufficient education to earn enough to put them beyond the pale of
poverty.! Their insufficient education and income also limit the resources
they can muster for their children’s full mental and physical development,
such as good pre- and post-natal health care, balanced nutrition, and
the time and ability to read to them and otherwise nurture the child’s
mind. Thus, despite the circularity of the process, the model, in effect,
assigns to insufficient education at all stages of the life cycle the predomi-

! From the perspective of the ITP framework, there are advantages to defining poverty in terms of
individual or household human capital, reckoned by years of schooling, rather than by the more
familiar income- or consumption-based metrics, which in any case are almost universally found to
be highly correlated with schooling. First, more educated people and their households almost
invariably tend to have higher incomes. For the purpose at hand, schooling is the preferred index
mainly because it is a far better predictor of lifetime economic well-being than the often transitory
and volatile patterns of income from one year to the next, especially among the poor. Schooling also
is more closely associated with notions of opportunities, capabilities and cultural predispositions
that feature prominently in modern concepts of poverty, especially beyond mainstream economics
(see Lewis et al., 1979). Moreover, schooling attainment can be recalled more reliably than either
income or consumption by household survey respondents, which is a decisive advantage for the
empirical investigation of the model.
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nant role in sustaining the process. Eliminate this factor, and the process
collapses.

In the ITP framework used for this study, people are deemed to be either
“(functionally) poor” or “not poor.” As noted earlier, the operational defini-
tions used for grouping households and individuals in the corresponding
category are based on schooling attainment. Households are classified as
“poor” if the head (i.e., the “parent”) did not complete primary education
at the first round of data collection. The “children” from the selected house-
holds are classified as “poor” if by the age of 24 (Lima sample) or 26 (16-
country samples) they did not complete the secondary level. The rationale
for this classification is that having reached these ages, these people are
unlikely to complete their education, and without a secondary diploma they
are unlikely to find and hold a job for long enough over their lives to allow
for a permanent transition out of poverty. Loosely put, if the child of func-
tionally poor parents graduates from secondary school by his or her mid-
20s, the model records this as an escape (a “break”) from ITP; otherwise, it
records the person as a “hold” in the ITP process.

Findings

Parental schooling, number of siblings, family income, and attendance in a
preschool program affect a child’s chances of eventually completing sec-
ondary education. Other studies document the effects of the mother’s
health and nutrition, domestic violence, and teen pregnancy. The statistical
results show that a child’s chances of completing secondary education are
positively and significantly affected by the mother’s and father’s education
and family income. The number of siblings has a significantly negative
effect on the child’s educational prospects. The effects are similar across
countries and hold even at low levels of parental education and household
income, and they are consistently strong for parental education and num-
ber of siblings. This suggests that at least certain core features of policy
strategies to combat ITP can be usefully incorporated into national pro-
grams across countries, although strategies naturally should also include
features specific to national and local conditions.

The statistical analysis also included an additional factor, although suit-
able data were available only for Peru: the child’s attendance in a preschool
program. The results show a very strong positive effect of this factor on the
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child’s secondary school completion prospects, after controlling for parental
education, family income and number of siblings. This suggests that
preschool programs could be a powerful component in ITP-oriented strate-
gies.

Other family factors affecting school achievement, identified in earlier
studies, are maternal health and nutrition (especially during the pre- and
peri-natal interval), domestic violence, and teen motherhood. Although
these factors could not be indexed for estimation in our study’s multivariate
statistical analysis, they are probably no less important than the others. In
particular, teen motherhood in the vast majority of cases is, without a
doubt, a formidable obstacle to poor girls’ completing secondary school.

Policy Conclusions

While poverty reduction policies and programs normally emphasize the
supply of education and other services, family factors driving the demand
for these services warrant more attention. Policy debate on structural
poverty reduction in the region has typically focused largely on children’s
education and, less so on health and nutrition. However, the focus has been
on the supply side of investments in children—for example, expanding
school places and, more recently, increasing educational quality. Although
the significance of family background factors (commonly known as socio-
economic status or SES) in schooling outcomes has been well known and
documented for decades, those factors have seldom been fully incorporated
as strategic variables in policies and programs in most Latin American
countries. Until fairly recently, the number of primary school places fell well
short of the number of school-age children, an imbalance that remains large
for secondary schools, so perhaps it is understandable that the focus has
been on addressing supply constraints. However, the almost universal
enrollment of children at the beginning of the school year indicates that
insufficient school places may no longer be a critical obstacle.

The basic education problems that persist are high rates of repetition,
desertion, and ultimately, school failure in primary and particularly sec-
ondary education among children from low SES families or, as identified in
the framework used here, the children of undereducated parents. Moreover,
such problems have probably worsened as a growing proportion of these
disadvantaged and failure-prone children have found places to enroll in
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primary school in recent years. Together with these evolving patterns, the
findings from the study presented here call for much greater emphasis on
the demand side of basic education for the children of the poor and, more
fundamentally, on family-related factors that influence early human capital
formation, education outcomes, and hence, lifetime prospects for these
children.

Effective programs to break the ITP cycle focus on the family, reinforcing
the positive influences of parents on their children and minimizing negative
ones. Program design should take into account the predictable stages in the
life cycle of families. Family formation, and the rearing and schooling of
children, together with correlated stages in parental labor force activity and
resulting earnings, are crucial parts of this framework.

While family-focused anti-poverty programs must reflect local condi-
tions, at the core they must supplement investments by parents in their chil-
dren. The costs of providing poor children with the conditions to properly
develop their physical and mental potential generally exceeds the earnings
capacity of undereducated households, especially since such investments
coincide with a low phase in the parental earnings cycle. This applies not
only to the preschool years, but also through adolescence. Thus, in the
absence of focused social intervention, the potential of most of these chil-
dren remains unrealized.

Early childhood interventions that offer quality childcare and comple-
mentary services to otherwise help parents provide a healthy and nurturing
environment for their young children are the leading edge of our strategy to
break the poverty cycle. These components can be powerful and versatile
instruments that simultaneously operate on two key links of the cycle. They
give parents, especially mothers, the time to improve their skills or the occu-
pational mobility to increase their earnings, and they can decisively improve
the conditions for the mental and physical development of their children.

Programs effective to break the ITP cycle may require substantial subsi-
dies and other incentives for families to send their children to school and
sustain their attendance, at least through secondary school. Such programs
would generally entail subsidized tuition and maintenance (school breakfast
and lunch, textbooks and materials) to help poor families pay the direct
costs of education. In cases of extreme poverty, cash transfers to the parents
to compensate for the indirect costs of education, such as family income
foregone from the labor of older children, can also play a crucial role.
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Anti-Poverty Programs in Latin America

Innovative programs aimed at breaking the poverty cycle already exist in
Latin America. Mexico’s Oportunidades program (formerly known as
Progresa) integrates education, health and nutrition services with incentive
subsidies, including income support. Honduras’ Family Allowance Program
(Programa de Asignacién Familiar—PRAF) integrates school attendance
and preventive health with income support for participating poor families.

Both of these programs complement demand-side family incentives with
significant improvements in the education and health services offered to
the poor. Other innovative programs include agricultural vouchers for poor
farmers for the purchase of modern inputs and technical assistance, condi-
tional upon the family’s participation in early childhood care programs,
health check-ups and reproductive health and nutrition education pro-
grams, as well as school attendance by school-aged children.

Integrated ITP-oriented programs, especially the more comprehensive
ones such as Oportunidades, are naturally much more costly on a per-
household basis than typical stand-alone, one-type-service (e.g., primary
school) social programs. Because no Latin American country has the fiscal
capability to enroll all the families that want to participate in such inte-
grated programs—especially if they encompass a significant cash transfer
component—it is important to establish criteria to select those that would
benefit the most. The particulars of such targeting criteria, and how well
they are implemented, are crucial to a program’s success. Fortunately,
advances in information technology and experience with various targeting
methods in several countries in the region can usefully guide the design and
administration of this critical part of an effective ITP-oriented program.?

2 See van de Walle (1998) for a discussion of the different forms of targeting and the costs and ben-
efits involved.
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s a starting point, the intergenerational transmission of
poverty can be analyzed in terms of a stylized version of the
child quantity-quality model introduced by Becker and Lewis (1973) and
Becker (1991) within the context of the broader new household economics
framework. In the model, families derive welfare both from the number and
the quality of their children, with the latter a result of human capital invest-
ments in childhood, education, health and nutrition. These investments
require parental time and effort at home and in the labor market, where
money is obtained for purchasing other inputs in the marketplace.
Additional inputs may be available as subsidized public services, particularly
in health and education. For poor and undereducated households, such
subsidized inputs result in more human capital for the children than would
otherwise be the case. Parental and especially maternal time is split between
childcare (together with related forms of “home production”) and paid
work, depending largely on labor market opportunities and the family’s
demographic composition.
This Beckerian model is useful in suggesting key variables and relations
to examine in order to understand the dynamics of ITP in Latin America,
analyze empirical data, and interpret statistical results. In this model, the
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transmission of poverty from one generation to the next is a result of
parental investments in their children’s human capital that are insufficient
for them to reach lifetime income and consumption levels that would lift
them out of poverty. The amount invested in each child depends crucially
on the number of children in the family, household income, parental edu-
cation (which affects aspirations and the productivity of the investments),
the cost to parents of inputs into human capital, and labor market condi-
tions, the household’s social environment and other contextual factors that
constrain family incomes, opportunities and aspirations. The flagship index
of child quality (or human capital) in the Beckerian model is the effect of
certain of these variables on children’s education or, more precisely, school-
ing outcomes. The study makes the simplifying assumption that, for the
children of undereducated households, the threshold of schooling attain-
ment that critically determines their chances of overcoming lifetime poverty
is whether they have completed secondary education by their mid-20s.

To supplement the Beckerian model, the empirical analysis employed
here also draws on the intra-household distribution model and the life-
course perspective model. The former model relates the intra-household
allocation of resources—notably, parental time and income—to the child’s
schooling attainment. Parental time and resources devoted to a child are
determined by the number of siblings, the gender of the child, and age
relative to that of siblings (Sen, 1984).

The life-course perspective model (Furstenberg et al., 1988) holds that
events and experiences early in life shape the behavior and educational per-
formance of the adult, according to personal characteristics and socio-
economic factors. This model emphasizes the key role of the family in
shaping the intellectual and social development of the child, from early in
life and into adulthood. Early childhood nurturing practices, intellectual
stimulation and affection shape the child’s intellectual development.
Children learn social (and antisocial) patterns of behavior early in life from
the family. These behaviors are then displayed at school and in the neigh-
borhood. The model points to early childhood care and development,
adolescent motherhood, domestic violence, and health as important factors
in the analysis of a child’s educational and economic performance in
the future.

Our empirical analysis draws on complementary features of the three
models. Specifically, it examines the effects on a child’s educational attain-
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ment of the number of siblings, the education of the mother and the father,
household income, adolescent motherhood, early child care, order of
siblings, health, ethnicity, residence and violence.

Applying the Framework to Latin America

Previous Empirical Work

Although early studies of intergenerational economic mobility in the
United States tended to show a weak correlation of income across genera-
tions, more recent work using larger longitudinal panels shows the cor-
relation to be significant (Gottschalk, Mclanahan and Sandefur, 1994).
Behrman and Taubman (1990) found the income correlation between
father and son to be 0.58, and Solon (1992) found a correlation of 0.40.
Warren and Hauser (1997) obtained intergenerational income correlations
between 0.24 and 0.36 for men aged 25 to 34. These estimates may be con-
sidered lower bound values of plausible intergenerational income correla-
tion in Latin American countries, where inequality of opportunities is far
greater than in the United States.

Research in developed countries shows that family factors such as
parents’ education, number of siblings and family structure affect children’s
future performance and thus play an important role in ITP mechanism
(Jencks et al., 1972; Gottschalk, Mclanahan and Sandefur, 1994).

The abundance of economic mobility studies in developed countries
stands in contrast to the paucity of such studies on Latin America.
Economic mobility studies in developing countries in general are still in
their infancy owing to very limited availability of panel data.> Although
there are some studies on mobility in Latin America,* to date there have
been no suitable panel data available to carry out an ITP study. Urrutia’s
(1985) pioneering work using panel data to study socioeconomic mobility
in Cali, Colombia provided important insights into differences between
“winners and losers,” but its scope did not include analysis of ITP de-
terminants. More recently, ECLAC (1998) examined the intergenerational

* A review of mobility studies in developing countries can be found in Fields (1998).

* See the study by Buvini¢ et al. (1992) on Santiago, Chile; the study by Morley et al. (1998) on
Colombia; and the study by Glewwe (1995) of relative mobility in Peru.
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transmission of education, using cross-sectional data for nine Latin Amer-
ican countries. But the study did not include econometric analysis of its
determinants.

Statistical Analysis

The statistical analysis focuses on the effect of family factors on a child’s
educational attainment as a proxy for judging whether the individual will
escape poverty, while controlling for as many other relevant variables as
possible. A child is considered to have been born poor if the head of the
household has not completed primary education. It is assumed that an indi-
vidual born in poverty who has not completed secondary education by his
or her early 20s will never complete it. Those completing secondary school-
ing are assumed to improve their lifetime earnings sufficiently to escape
long-term poverty and the ITP cycle.

This human capital-based definition of household poverty is preferred
over an income-based (or consumption-based) definition because school-
ing attainment can be recalled more reliably than either income or con-
sumption by household survey respondents and, especially, because it is a
far better predictor of lifetime economic well-being. In addition, it is also
superior in this context because parental education is likely to be more
closely associated with hard to measure features of “the culture of poverty”
that have been found to affect children’s performance in school (Lewis,
1979; Furstenberg, 1998).

These educational thresholds coincide with those used in the ECLAC
(1998) study. The lower educational threshold for parents is also consonant
with the close associations between notions of “the poor” and “the undere-
ducated” found copiously in the economic and sociological literature, such
as the references cited above. The choice of the secondary education
completion threshold for individuals now in their 20s is based on the intu-
ition that it will be increasingly unlikely for them to earn enough to live
above poverty over the remainder of their lives without at least secondary
schooling.

Since the main thrust of this study relies heavily on this intuition, it
deserves further girding. First, we believe that the information revolution
spreading across the region is driving increasingly education-biased labor
demand, especially in “modern sector” labor markets associated with non-
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poverty wages. Even for entry-level positions, job applicants are routinely
expected to fill out various forms requiring a measure of information-
processing skills rarely acquired in the primary schools that serve the poor.
Also, secondary completion entails a “sheepskin effect” that signals ability
and other relevant traits to potential employers, thereby enhancing access to
better jobs—and a better life.

Although the prospective nature of this assumption on secondary com-
pletion and expected lifetime earnings precludes direct empirical support,
evidence of a strong association between the secondary completion thresh-
old and present income, especially for young adults and their families, lends
it additional plausibility. Studies on three large and diverse countries in the
region—Brazil, Peru and Argentina—find a very tight positive association
between age-specific income and level of schooling (Brazil), and a compa-
rably strong positive relationship between secondary completion by the
household head and his/her household’s per capita income (Peru and
Argentina).®

The Basic Estimating Equation

The samples used for this study comprise poor and non-poor households.
A logit regression is fitted where the dependent variable, secondary, is the
simple dichotomy completing/not completing secondary education (1 and
0, respectively). The basic equation can be written as:

Prob(Secondary = 1) = Fc + b, ED,,, + b, (D X ED,,,,) + b; ED,, ..,
+b, (D x ED,,,..) + b SIB+b, (D x SIB)
+ b, GENDER + by (D x GENDER) + b, Y
+b,,(DxY)+Db,, MIGR +b,, (D x MIGR)]

where F is a logistic function and the independent variables are all mea-
sured in 1985. These are: father’s education (ED,,,,), mother’s education
(EDother
male and zero otherwise (GENDER), household income (Y), and migration

), number of siblings (SIB), gender of the child with value one for
with value one if the child is a migrant and zero otherwise (MIGR). To dis-
tinguish poor from non-poor households, the regression also includes a

corresponding set of variables formed by multiplying each of the indepen-

® See Aldaz-Carroll and Morédn (2001).
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dent variables by a dummy (D) with value one for household heads with
primary education completed and zero otherwise.

Thus, the effect of any independent variable on the probability of sec-
ondary education completion of children from undereducated (assumed
“poor”) households can be distinguished from its effect on children from all
other (“non-poor”) households. Variables with a significant impact on the
probability of secondary school completion of children born poor (i.e., the
determinants of ITP) can thereby be identified.

Data

The “Lima Panel.” The main limitation on social mobility research in Latin
America has been the scarcity of panel data.® The only suitable panel data
we found was constructed by Martin Cumpa from household surveys in
Lima, Peru in 1985 and 1994 in connection with the Living Standards
Measurement Study (LSMS). The panel consists of 856 individuals who, at
the time of the second interview, were living in the same household in which
they had been living at the time of the first interview. Our panel is a subset
of individuals in Cumpa’s panel with the required information for each inde-
pendent variable. Information in the surveys goes back only nine years.
Information from the 1985 survey is used as a proxy for circumstances per-
taining to the individual’s school years. For the 1985 data to be a good proxy
of the schooling period, individuals in the 1994 survey should be chosen
such that they are young enough to have been of school age in 1985, but old
enough to have had ample opportunity to complete secondary education by
1994.7 Thus, the age range for inclusion in our Lima panel sample is set at
16 to 26 years old in 1994, resulting in a panel of 294 individuals.®

The Latin American countries. To broaden the geographical scope of the
investigation to other Latin American countries, we had to settle for a less
accurate procedure. Looking only at individuals beyond secondary school

¢ Some initial trials have been done using simulated panel data. For example, the study for Colombia
by Morley et al. (1998) leads to results that are sensitive to rather strong assumptions, including that
mobility is only upward.

7 In Peru, normal progression from first grade primary to secondary completion entails 11 years.
Persons who received technical education and have at least 11 years of education are also considered
to have completed secondary education.

8 People over age 26 were also excluded because they are less likely to remain in the parental home
and thus would not be captured in the 1994 survey, increasing sample attrition bias. Age 26 com-
promises between these considerations and sample size.
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age in the sample, data on their educational attainment and that of their
parents can be obtained from a single survey round. The value of the inde-
pendent variables for that year is taken as a proxy of corresponding values
during the person’s school age. While these proxies are inferior to those in
the Lima panel, key ones, such as parent’s education, gender and, to a lesser
extent, the number of siblings, are stock variables. This approach allows
extending the study’s scope to 15 additional Latin American countries that
are home to most of the region’s population, for which there is no panel
data.’ The sample consists of individuals between 20and 24 years old, on the
assumption that anyone who has not completed secondary education by
24 is very unlikely to ever do so.'® A cross-section logit regression is fitted for
each country with dependent and independent variables defined analo-
gously as for the Lima panel. A variable for residence was added, since most
of the country surveys include both urban and rural areas."

Results

Taking the unweighted average across the 16 Latin American countries with
nationally representative data, 27 percent of children born poor complete
secondary education compared to 63 percent of children born in non-poor
households in the “typical Latin American country.” By this count, inter-
generational transmission of poverty traps about three of four children
born in undereducated households in the typical country. As noted earlier,
there were about 42 million such children at risk in Latin America in 1995.
To ease exposition, we label the percent share of grown children'? from the
undereducated households who completed secondary school as the
“poverty cycle break rate.” Thus, the average rate in our sample of Latin
American countries is 27 percent. We also use the term “probability of a
child born poor (non-poor) completing secondary education” synony-
mously (analogously).

° The countries included are Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El
Salvador, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela. The
observations used are derived from the IDB Research Department’s household survey data set.

19 In the panel study the age range was extended to an interval of 16 to 26 years in a trade-off for a
larger sample size.

! Data on migration was not available in the Latin America database.

12 That is, those in the stipulated age group for ascertaining secondary school completion.
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An ITP country ranking can be established based on this index (Fig-
ure 1). The probability that a child born poor will complete secondary
education varies widely across the 16 countries, ranging from less than
10 percent in Honduras to 45 percent in Chile and above 50 percent in
Bolivia and Peru."* Most of the countries, including the most populous, fall
within the 10 to 30 percent interval.

ITP Factors: Descriptive and Analytical Results

Regression results for the Lima panel are shown in Table 1, while Table 2
shows the results for the 16 Latin American countries. In accordance with
the basic estimating equation presented earlier, these tables show regression
results for each primary independent variable (e.g., Father’s education), as

'* The values for Bolivia and Peru seem implausibly high. Despite our best efforts, we have been
unable to identify a specific source of a possible overestimate. We suspect the presence of an arti-
fact such as differences in survey coding procedures. Although not ideal, our statistical analysis is
concerned with incremental differences in the index-related dependent variable within each coun-
try, which mitigates the consequences of intercountry differences in operational definitions.

Probability in Selected Latin American Countries that a Child Born Poor
Will Complete Secondary Education
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Source: Authors’ calculations using the IDB Research Department database.
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Logit Estimates of the Probability of Completing at Least Secondary Education:
Lima Panel Sample

Variable Coefficient
Constant term —1.233**
No. of siblings —-1.337**
No. of siblings * DR 1.329**
Father’s education 0.879*
Father’s education * DR -0.894*
Mother’s education 0.129
Mother’s education * DR -0.073
Gender —0.539**
Household income 0.0004*
Household income * DR -0.0004
Migration 2.350*
Migration * DR -1.642
McFadden R? 0.07
No. of observations 294

*Significant at 10% level.
**Significant at 5% level.

well as for the corresponding dummy variable, set as the product of its pri-
mary and a dummy value (“DR”) equal to 1 for households headed by indi-
viduals with at least complete primary education and equal to zero otherwise.
The coefficients for the primary variables pertain to undereducated (“poor”)
households and those for the dummy variables with “non-poor” households.
Statistical technicalities aside, a practical way to regard the regression coeffi-
cients is in terms of their sign and statistical significance rather than their
numerical values, which defy straightforward interpretation.

By and large, results are remarkably consistent in the sign and signifi-
cance of the independent variables. For each variable, we briefly character-
ize its descriptive (i.e., zero order) association with corresponding rates of
secondary completion and report its (cet. par.) statistical significance in the
regressions. To assess and compare the magnitudes of the effect of signifi-
cant ITP factors on the probability of secondary education completion, we
also estimated the marginal or impact effects on a representative Latin
American child born in a poor household of the corresponding variables
based on regression results for the available countries. The representative
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child is statistically defined as a boy with three siblings, a mother with 2.8
years of education, and a father with two years of education, living in an
urban area in a household with the average household income of undered-
ucated households in the respective country.

Number of siblings. In general, the more siblings a poor child has, the lower
his or her chances of completing secondary education. For the Latin
American data, the negative relation is fairly mild for up to three siblings and
quite strong for four or more. About 29 percent of the children with less than
four siblings complete secondary schooling, compared with 18 percent of
those with four or more siblings. In the full regressions, the coefficient for the
siblings variable is significantly negative in the Lima panel and in each of the
16 Latin American regressions. In all regressions except for Lima and Costa
Rica, the coefficient is significant at the 1 percent level. The more siblings a
child born in poverty has, the less likely it is that the child will complete sec-
ondary education. The marginal effect of one more sibling on the probability
of ITP averages 3.2 percentage points across the Latin American countries in
the sample. For Panama, Ecuador and Mexico, this effect exceeds 4 points.

These results are predicted by the Beckerian model and are also conso-
nant with most findings in the literature on determinants of schooling
outcomes, such as those reported in Psacharopoulos and Arriagada (1989)
for Brazil, Behrman and Wolfe (1987) for Nicaragua, and Birdsall (1980) for
Colombia. In addition, a review of 18 country studies, including eight Latin
American countries, concluded that children with fewer siblings are more
likely to be wanted children, to access public resources, to be treated more
equitably relative to their siblings, to receive more parental time, and to have
lower fertility aspirations when they grow up (Lloyd, 1994). A large number
of siblings in poor households almost inevitably has negative effects on
child nutrition and hence on schooling.

Another notable result is that in five of the seven regressions in which the
sibling effect is significantly different between poor and non-poor house-
holds, it is, as predicted by the Beckerian model, stronger in the poor house-
holds. The result was also expected because the pressure that the number of
siblings puts on family resources is less severe in non-poor households. The
income derived from parental work time is generally greater, and child rear-
ing time more ample—that is, non-poor parents tend to work fewer hours
and therefore have more time to spend with their children. Since these con-
straints on investing in children do not bite as hard, an additional child in
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Secondary Education Completion by Father’s Years of Education
among 20-year olds Born Poor
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Source: Authors’ calculations using the IDB Research Department database.
Note: Calculation based on an average of 16 Latin American countries with national data.

these household does not dilute the resources available per child as markedly,
if it all, as it does in poor households.

Parental education. The father’s education bears a marked positive asso-
ciation with our outcome (ITP) variable (Figure 2).'* The marginal effect of
more years of a father’s education on the probability of ITP averages one
percentage point for the 16 countries and is especially strong in Peru, Costa
Rica and El Salvador.

The histogram depicting the probability of a poor child’s secondary
completion as a function of the mother’s education is very similar to that
for father’s education, and the differences on ITP rates for the mother’s edu-
cation are even more marked. While the mother’s education fails the signif-
icance test in the Lima panel regression—owing mainly to its colinearity
with father’s education—it has a positive and highly statistically significant

' Nine or more years of father’s education in Figure 2 implies that the mother is the household
head, has not completed primary schooling and thus the household (and hence the child) is classi-
fied poor.
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effect in the country regressions.'®> The importance of a mother’s education
on children’s schooling performance has been emphasized in the literature
and documented in empirical studies (Schultz, 2001).

The marginal effect of one more year of mother’s education on the prob-
ability of breaking the ITP cycle averages 2.3 points for the Latin American
countries, more than twice the amount for father’s education. For half the
countries, the marginal effect is 3 points or higher.

In sum, the effect of parental years of schooling on the intergenerational
transmission of poverty is generally significant, and the impact is apprecia-
ble. A common rationale in the theoretical models discussed previously is
that more educated parents are more capable of assisting their children with
their homework and usually have greater aspirations for their children,
which motivates those children to achieve a higher level of education.

Gender. While 32 percent of girls born poor complete secondary educa-
tion, only 22 percent of boys born poor do so. This substantial difference is
strongly supported by the panel and the Latin American regressions, in
which the gender coefficient was highly significant in women’s favor, except
for Bolivia and Ecuador, where it is not significant.'® This result is consistent
with other studies for Latin America (ECLAC, 1998).

The representative Latin American child’s probability of completing sec-
ondary education increases on average by 11.5 percentage points if the child
is a girl compared to the probability for a boy. For Argentina, Nicaragua,
Costa Rica and Venezuela, the impact effect of gender is particularly strong.

The Beckerian model would explain this finding in terms of girls’ lower
opportunity costs of studying. This is supported by evidence that employ-
ment rates for girls who drop out of school in Latin America are much
lower than for boys. Among 15 to 19-year olds living in urban areas in
11 Latin American countries, 16 percent of the women were gainfully

!> The positive coefficient of a mother’s education is insignificant for Nicaragua and in the Lima
panel due to its substantial correlation with the father’s education (i.e., assortative mating). When
the father’s education is dropped, the mother’s education is significant, and its marginal effect
becomes much larger. The education of the mother and that of the father are jointly significant in
those regressions where either one is not significant. The marginal effects of the father’s and
mother’s education in the Lima panel are sensitive to the inclusion of only one of the two variables
or of both in the regression.

'e Although in Bolivia and Ecuador the relevant coefficients show the probability of secondary edu-
cation completion to be larger among women than among men, the difference was not statistically
significant. In the other 14 Latin American countries the difference was highly statistically significant.
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employed compared to 33 percent of men (ECLAC, 1998). These differ-
ences are even greater in rural areas.

Household income. Children’s education is not an inferior good, and thus
household income has a high statistically significant positive effect on the
probability of overcoming ITP in the Lima panel and in all the Latin
American regression results, except Ecuador.!” Also, children in lower
income households are often forced to drop out of school to supplement
family income.'®

In about half the Latin American regressions, the (positive) coefficient of
household income on overcoming ITP is statistically significant and higher
in poor households than in non-poor households. In the remaining coun-
tries, the coefficients are not significantly different. However, in terms of
antipoverty policy strategy, a more interesting result is that even while sig-
nificant, the marginal effect on the probability of ITP of a substantial
(10 percent) increase in household incomes is typically small compared to
parental education and other factors. On average, the marginal effect is less
than 0.5 percentage points and in no cases does it reach 1 percentage point.

Migration. Because of limited data, the effect of migration on secondary
completion could only be measured in the Lima panel regression. In the
panel, migrant children are significantly less likely to complete secondary edu-
cation than non-migrants, which suggests that the disruptions associated with
migration during childhood, and lower school readiness by migrants, swamp
the better education opportunities available in Lima. Other variables that
could be included only in the country regressions are discussed below.

Urban/Rural residence. Poor children in Latin American urban areas
complete secondary education at a rate that is well over twice that of their

'”Household income in the Lima panel, as all other independent variables, is measured nine years
back in time to capture household income during the person’s school years. In the country regres-
sions, income is measured for the year of the survey, and is our best proxy of household income
during the child’s school years.

'"Direct and indirect (or opportunity) costs of education appear to be very important in the region,
especially for secondary education. In Colombia, a 1992 study found that among households with
children attending public school, households in the top quintile spent 1 percent of average income
on primary education, while those in the bottom quintile spent 4.4 percent, in part because these
families have more children. For children attending secondary school, families in the top quintile
spent 1.7 percent of their income, compared to 10.9 percent of family income for the bottom quin-
tile (IDB, 1998). Regarding opportunity costs, children aged 10 to 18 in rural Peru worked 37 hours
per week if they were not enrolled in school and only 20 hours if they attended school (Gertler and
Glewwe, 1989).
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rural counterparts (34 vs. 13 percent). The regressions for the 13 countries
where surveys covered both rural and urban areas showed residence to be a
highly statistically significant variable. On average, the representative child’s
probability of completing secondary school falls by 14 percentage points if
he or she lives in a rural area rather than in an urban area. In Peru and
Ecuador, the negative impact exceeds 20 points.

The disadvantage of rural residence for secondary school completion is
not confined to poor children. In most countries there is no statistically sig-
nificant difference between the urban/rural impact on children born poor
and non-poor.

Lopez (1995) catalogues several possible reasons for low secondary com-
pletion rates in rural areas. Parents might value the opportunity cost of chil-
dren as farm workers much higher than the present value of future returns
to secondary education. Second, credit market imperfections in rural areas
impede borrowing to cover the cost of keeping the child in school even if
parents assess the economic returns to the child’s secondary education to be
sufficiently high. Third, as Becker (1975) argues, the cost of having a larger
“quantity” of children is lower in rural areas, resulting in less “quality”
investments per child. Fourth, accessibility and quality of secondary school-
ing are significantly lower in rural than in urban areas. Finally, returns to
education are lower in rural than in urban areas because nonagricultural
work requires more skills that correlate with higher levels of education than
agricultural work (Lopez and Valdés, 2000). Data and other limitations did
not allow us to further analyze the reasons behind the urban/rural differen-
tial on ITP. A comprehensive analysis of the determinants of poverty in
rural areas in Latin America is provided in Lépez and Valdés (2000).

Single adolescent mothers. The variable single adolescent mother head of
household is statistically significant only in the Chile regression. Since on a
priori grounds and on the strength of other studies this factor can be pre-
sumed to be quite important to the intergenerational transmission of
poverty in Latin America, we believe that the overly strong assumptions
required in constructing the variable led to a poor index and hence to the
results obtained. The statistical results discussed here refer therefore to the
Chile regression. The children of adolescent single mothers complete sec-
ondary education in a much lower proportion than other children; and the
impact effect on the representative child’s probability of finishing secondary
school is strongly negative (-13 points). This result coincides with findings
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by Buvini¢ et al. (1992) based on a sample of households in Santiago. A re-
analysis of the sample used in that study, commissioned for the study pre-
sented here, indicates that adolescent motherhood’s effect on the child’s
educational performance partly results from a higher incidence of malnu-
trition compared to other children, which in turn makes the former more
likely to repeat school years."” Adolescent motherhood also contributes to
ITP in ways not captured by our framework, notably through the additional
obstacles it presents to the adolescent mother in completing secondary
school, especially those arising from childcare responsibilities and discrim-
ination at school. Moreover, there is evidence that adolescent motherhood
is itself transmitted intergenerationally: teen mothers tend to beget teen
mothers (Buvini¢, 1997).

Early childhood care and development. A second Lima panel was con-
structed from the same Lima data set to measure the impact on school
progress of having attended an early childcare program. Children who were
three and four years old in 1985 were selected to determine whether they
had completed primary school by 1994. The small size of the sample
(57 children) prevented distinguishing according to poor vs. non-poor
households, although household income is a variable in the regression.

For this sample, 85 percent of the children who had attended childcare
programs had completed primary school by age 13, compared to 52 percent
of those who had not attended. The effect of childcare attendance on
primary completion is positive and statistically significant in a regression
that controls for number of siblings, father’s education, mother’s education,
and household income in 1985 (Table 3). From this regression, we estimated
corresponding marginal-impact effects on the probability of a boy from a
representative undereducated Lima household having completed primary
school by age 13. The base case attributes for the household are such that the
father and mother had completed 2 and 2.8 years of school, respectively;
household income was $1.52 per capita per day; and the child had not
attended childcare. The impact of childcare attendance turns out to be
unexpectedly large.

In this regression, the coefficients of father’s education and household
income are statistically insignificant and, in any case, their impact is negli-

' In the Santiago data analysis, parental education and household income also significantly affect
child stunting, which in turn affects school repetition.
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Lima Panel Subsample: Logit Estimates of the Probability of Completing
at Least Primary Education by Age 13

(Dependent variable: D = 1 if at least primary education completed by age 13;
= 0 otherwise)

Variable Coefficient
Constant —4.764*
No. of siblings 0.610*
Father’s education 0.051
Mother’s education 0.316*
Household income! —4.9E-05
Childcare program 2.107*
McFadden R? 0.21
No. of observations 57

Note: Dependent variable measured in 1994, independent variables measured in 1985.

' The variable Childcare program is a dummy variable with a value of 1 if child attended an
early childcare program and zero otherwise.

*Significant at the 5 percent level.

gible (less than 1 percentage point for an additional year of father’s educa-
tion or for an increase of 10 percent in household income). An additional
year of mother’s education, however, increases the child’s probability of
primary completion by age 13 years by 3 points; having one additional
sibling reduced the probability by 6 points. Having attended a childcare
program increased the probability by 39 points. From prior studies on the
effects of early childcare programs on school performance (such as Buvinic
etal., 1992), we expected strong significance and impact results for this var-
iable. It is likely, however, that our estimates exaggerate the magnitudes.
Available knowledge supports the common sense notion that parents’
degree of concern and activism for their children’s mental development
vary substantially, including within socioeconomic groups. Such differences
will affect not only their decision (and efforts) to send the child to a pre-
school program, but also many other aspects of the child’s home environ-
ment and nurturing. We suspect that our coefficients are capturing the
effect of these unobservables, and hence resulting in much stronger esti-
mates than would be the case otherwise.
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As mentioned, a strong positive impact of development-oriented early
childcare programs on educational attainment is also supported by previous
empirical studies. Buvini¢ et al. (1992) found that two-thirds of poor chil-
dren in Santiago, Chile had lower than expected educational performance
owing to a lack of meaningful developmental care during their early years.
There are several studies based on data from Chile, other Latin American
countries, and elsewhere in the world that broadly support this finding
(Deutsch, 1999). Notably, two empirical studies in the U.S. using randomized
trials, research designs and follow-up interviews of children up to ages 15
and 27, respectively, provide exceptionally sturdy support to the view that
quality early childcare and development services to poor children is one of
the most effective tools for breaching ITP (Karoly et al., 1998; IDB, 1999).

Moreover, developmental early childcare not only helps the child’s future
but also allows mothers to continue their education, learn new skills, or
work outside the home, thus improving the household economy and even
increasing the rate at which they would otherwise succeed in overcoming
their own ITP.

The signs, significance and values of the coefficients in the country regres-
sions and in the main Lima panel are generally robust to moderate changes in
specification. The McFadden R? of the cross-section logit regressions is high-
est for the Paraguay regression (0.42). This statistic is higher in the Peru coun-
trywide cross-section regression than for the Lima panel, despite the more
suitable data available for the latter. One reason is that the inclusion of the
variable urban/rural residence in the countrywide sample has a high explana-
tory power, resulting in a considerable increase in the McFadden R?.

In sum, the econometric results indicate that there are several family fac-
tors that significantly improve a poor child’s chances of breaking out of the
poverty trap: fewer siblings, more educated parents, more household
income, urban residence, attending an early childcare program, and not
having been born to an adolescent mother.?

Comparative Impact of Independent Variables
To assess which factors are most consequential with respect to the intergen-

erational transmission of poverty in Latin America, the strength of the cor-

2 The adolescent motherhood result applies strictly only to the Chilean case and attendance in
early childcare programs only to Lima.
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responding effects of the independent variables were compared for judg-
mentally small changes in their value, i.e., “marginal” changes in the case of
scalar variables, and qualitative changes in the case of qualitative variables.
Such measures were made, in the first instance, for each of the countries in
the database, leading to comparisons of the strength of each variable within
each country and across the sample of countries.

A second assessment (Figure 3) compares the identically defined
“marginal” (for scalar variables) or “impact” (for qualitative variables)
effects of each independent variable in terms of its unweighted mean values,
each averaged over the 16 countries (except for residence, which is averaged
over 13 countries). The discussion in this section integrates several of the
findings already reported in connection with each significant ITP factor.

Holding all other factors constant at the stipulated levels, the effect of a
10 percent increase in household income on the probability that this repre-
sentative Latin American child born in poverty will complete secondary
education is, on average, an increase of 0.5 percentage points. This surpris-
ingly weak effect is also found in the Lima panel (0.4 percentage points),
where measurement of the income variable is less of a problem. The weak

Marginal or Impact Effects on the Probability of Secondary School Completion
in the mid-1990s in Latin America

(Mean values for 16 countries, in percentage points)"

:I (0.5) 10% increase in household income
:I (1.2) One-year increase in father’s education

(2.3) One-year increase in mother’s education

(3.2) One fewer sibling

(12) Child is female

(-13) | Adolescent single mother
(-14) | Child lives in rural area
-20 -15 -10 -5 0 5 10 15 20

Source: Authors’ calculations using the IDB Research Department database.
! Except for residence, which is based on 13 countries.
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effect of income could owe partly to including parental education in the
regression, which captures the permanent income effect, while the household
income variable is mainly capturing the effect of transitory income on the
probability of completing secondary. Excluding the education of the father
and mother, the marginal effect of household income increases, but remains
weak relative to the other factors.?! While the magnitude of the marginal effect
of household income is admittedly imprecise and always debatable, its relative
weakness in our estimates is sufficiently marked and ubiquitous across coun-
tries to persuade us that ideal estimates would be unlikely to catapult house-
hold income into becoming the dominant factor. Moreover, this finding is
supported by the Colombian study by Lépez and Valdés (2000), in which the
effect of one less sibling on the child’s educational attainment was ten times
larger than that of a 10 percent increase in per capita income.

Comparative results of the exercise on the impact of family factors on the
probability of secondary school completion by the representative child can
be summarized as follows. If the father had one more year of education, the
child’s probability of completing secondary school would increase by
1.2 percentage points. The corresponding effect of the mother’s education
is nearly double that of the father: 2.3 percentage points. If the child had one
sibling less, probability of secondary school completion would increase by
3.2 percentage points. If the child were a girl rather than a boy, the proba-
bility would increase by 12 percentage points.>> Having had an adolescent
mother decreases probability by 13 percentage points. Living in a rural area
decreases probability by 14 percentage points. In the Lima panel, had the
child been a migrant, his or her probability of completing secondary school
would drop by 24 percentage points.

Qualification of the Statistical Results

As with other statistical studies of this kind, the results reported here should
be treated with caution. There could be problems of reverse causality, selec-

! Yet another worthwhile qualification is that an increase in household income sustained over the
years is likely to have an indirect effect on ITP that is not captured in our estimated coefficient. For
example, by inducing additional education or training of parents or older siblings, increased
income would provide additional support for the child’s schooling.

22 The impact effect of gender in the Lima panel was 2 percentage points, which is lower than the
regional average, but similar to the impact of gender in the Peruvian cross-sectional regression.
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tivity bias, omitted variables, or measurement error, all of which could alter
the estimated coefficient values and numerical results derived from them.
However, the Lima panel results should be free of reverse causality, since the
dependent variable lags the independent variables. Insofar as the results for
the Latin American countries are consonant with those for the Lima panel,
our concern for reverse causality seriously distorting the former is some-
what lessened. Owing to limitations in the available data, our statistical
results are inevitably subject to the other problems mentioned.

Selectivity bias. In the Lima panel, individuals not reporting the same
household head in both 1985 and 1994 surveys are excluded from the sam-
ple because they cannot be traced. In the Latin American country data,
20 to 24 year olds not living with their parents are excluded from the sample
for lack of family background information. Those excluded from the samples
probably had lower secondary school completion rates, leading to biased
estimates of the determinants of ITP. To overcome this limitation in this and
most other studies on the subject would require an instrumental variable
that affects the departure from the parental household but not educational
achievement. We were unable to identify such a variable for this study.
Devising one for subsequent work in this area is a worthwhile challenge.

The multiplicity of reasons why a 20 to 24 year old may not be living in
the parental household further complicates the identification problem by
requiring identification of multiple instrumental variables (Glewwe, 1995).

To the extent that selectivity bias in our estimates is deemed to be large,
it can be regarded to apply properly only to the selected population of indi-
viduals still living in the parental household by ages 20 to 24. However, as
argued by Glewwe (1995, p. 242), since the selection bias tends to make sig-
nificant variables appear insignificant, “our estimates, by placing lower
bounds on the effects of [the independent] variables, would still be useful
for policy analysis.”

In sum, the broad consonance of our results with the theoretical frame-
work, with previous research, and among the Lima panel and country-
specific regressions, provides a measure of confidence on the reliability of
findings with respect to orders of magnitude and qualitative differentials.

» Among children born poor, those who could not be included in the Lima panel have a secondary
completion rate of 27 percent, while for those included in the panel the rate is 34 percent.
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The Effect of Other Factors on ITP

Data limitations prevented including in the regressions other likely fam-
ily factors. This section discusses those other ITP factors using ancillary
information.

Ethnicity. Although indigenous people make up only 10 percent of the
Latin American population, they account for 25 percent of the region’s poor
and are more affected by intergenerational transmission of poverty than
nonindigenous people (IDB, 1998). Whereas 36 percent of poor nonindige-
nous children had completed secondary education in Peru in 1994, only
23 percent of poor indigenous children had done so.**

Education tends not to be as good a proxy for indigenous people’s socio-
economic well-being as it is for others. Years of schooling, together with
other productive attributes such as age and experience, accounts for only half
of their earnings gap relative to nonindigenous people. The remaining
50 percent earnings gap would reflect unaccounted factors such as discrimi-
nation, differences in infrastructure and access to services, quality of educa-
tion, labor force participation, culture, or measurement errors.> A policy
implication is that to effectively reduce the intergenerational transmission of
poverty among indigenous people, household-oriented strategies to pro-
mote higher secondary school completion rates need to be complemented by
measures to address socioeconomic issues such as those cited above.
Nevertheless, family factors remain a crucial part of the strategy.*

Health. Children in undereducated households are more likely to be
undernourished and to suffer from disease caused by poor sanitation and
health practices, as well as from inadequate diets. This is usually com-
pounded by environmental factors such as deficient health facilities. These
health problems often hamper cognitive development among poor chil-
dren, and all too often in cases of inadequate to severe malnutrition in early

2* Authors’ calculations using a survey database assembled by Instituto Cudnto (1994).

» According to Patrinos (1998), who argues that discrimination is the most important among such
factors. However, a study of rural Peru by Lopez and della Maggiora (1999) concludes that bias
against indigenous villages in the supply of infrastructure and other public services is more impor-
tant than discrimination.

2 According to Chiswick (1988), “it would appear that members of more successful ethnic groups
had parents with higher levels of schooling, fewer siblings to compete with for parental time and
other family resources, and had mothers who were less likely to work when young children were in
the household.”
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childhood, learning capacity is drastically impaired (Selowsky, 1978;
Simmons and Alexander, 1980; Young, 1996). As mentioned earlier, child
malnutrition was found to have a large impact on the probability of repeat-
ing a year of school in Santiago, Chile. In Guatemala, poor health was
also linked to late school enrollment (Psacharopoulos, 1995, p. 7), and in
rural Guatemala, nutrition was strongly related with school enrollment
(Balderston et al., 1981).

Domestic violence. According to one estimate, some six million children
in Latin America are severely abused at home (Larrain, 1997). While domes-
tic violence is hardly unique to poor households, its effects are typically
made worse by poverty (Morrison and Biehl, 1999). Domestic violence has
a strongly negative impact on children’s educational performance, even
when the child is not the target. Moreover, children from violent homes
tend to form violent homes as adults; in effect, an intergenerational trans-
mission of violence.

A study by Morrison and Orlando (1997) in Chile found that children who
experienced or witnessed domestic violence were significantly more likely to
have disciplinary problems at school and to repeat grades. In that study’s sam-
ple, 33 percent of children who suffered domestic violence had disciplinary
problems at school, compared to only 13 percent of other children. The
Chilean study by Larrain (1997) also showed that children who reported suf-
fering abuse performed significantly worse in school than other students.

Non-family factors in ITP. As stated at the outset, this study deals only
with a subset of factors that are known, or can be presumed to materially
affect the intergenerational transmission of poverty. Some of the most
obviously relevant among non-family or environmental factors that were
left out of the study include accessibility to and the quality of basic social
services available to the uneducated household. This includes reproductive
and general health services, sanitation, and police protection (that is, ser-
vices relating to the social environment), as well as labor market conditions
for undereducated workers (affecting the “economic environment”). And
although we have analyzed the role of household experience with certain
social services, such as early childhood care and development programs,
crucial aspects of accessibility and quality have not been addressed.

We are keenly aware of the advantages that incorporating such variables
would have brought to the study, had it been feasible, and hope to see future
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research move in that direction. At the same time, we are reasonably confi-
dent that, despite the omission of these important components of the ITP
picture, our main findings would not be qualitatively refuted by a more
comprehensive analysis of the populations included in the samples. The
main reason is our strong intuition that within each country sample (and
especially for the Lima panel), the bulk of the households faced social and
economic environments that were not sufficiently different across house-
holds to reverse our main results.”

Policy Implications

In terms of the overall economy, perhaps nothing is more important to most
poor families than rapid and sustained economic growth that generates job
opportunities, thereby raising income and moving future generations out of
poverty. A stagnant economy offers little hope for breaking the poverty cycle.
However, while robust economic growth may be indispensable, it may also
bypass the poorest families whose workers lack the minimum skills to take
advantage of job opportunities. Moreover, even when undereducated parents
are able to find plenty of work in the wake of sustained economic growth,
their children are likely to remain at serious risk of falling behind or failing
at school, and consequently being unable to compete for jobs that could pull
them out of poverty. These families also need more specific forms of sup-
port. Findings from our study provide strong guidance for devising strategies
and programs to provide such support.

The findings in this study suggest that family factors play a major role in
the educational attainment of poor children in the region and, hence, on
their lifetime economic prospects. The regression results show that children
who are far more likely to complete secondary education and break the ITP
cycle are those with fewer siblings, one parent with at least a few years of pri-
mary schooling, relatively higher household income, and who reside in
urban areas and, in particular, have attended preschool. While these results
are not unexpected, and broadly reinforce earlier findings, they are notable
for the consistency of the effects of the variables across countries and of the

¥ Even if the omitted variables affected poor households very differently, the results would not be
biased significantly if the omitted variables were not strongly correlated with the independent
variables.
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generally large impact of the mother’s education, even at low levels, on her
children’s secondary education. Most notable is the extraordinarily strong
effect of preschool attendance in the Lima panel.

Most family factors affect the demand side of educational investments
and of other child quality indicators that help break the ITP cycle. Most
poverty-oriented public policies and programs, however, focus on supply-
side factors such as extending the coverage of public schools and health
facilities to the poor. Although critically important for poor families, the
traditional supply-side strategy may not be sufficient to overcome family
constraints. In particular, public education, especially if its quality is poor,
may be insufficient to shift parental preferences towards lower fertility (less
quantity) and more schooling of each child (more quality).

Thus, while unambiguously supporting the common recommendation to
improve the quality of health and education services available to children of
the poor, the study’s main policy implication is the crucial need to comple-
ment such supply-side actions with coherent interventions focused on under-
educated families, all within an integrated plan to break the poverty cycle.
The remainder of this section sets out the key ingredients of such a plan.

Comprehensive Support to Families

Government policies that combat poverty have largely overlooked the role
of parents in the transmission of poverty or wealth to their children, and
have not taken advantage of the impetus that parents can provide to their
children. The tendency has been to concentrate on either parents or chil-
dren as independent recipients of services, as if they existed independently
from their families and, for that matter, from their economic and social
environment. Yet, with appropriate support, poor parents can become a
powerful force in building their children’s human capital, thereby improv-
ing their prospects for the future. Poverty among future generations can be
reduced faster and more efficiently if parents receive adequate support.

In the context of the household unit, there are several ways to provide
parents, children and entire families with complementary services that
improve both their present well-being and their children’s prospects of
escaping the poverty cycle. The most promising services in the Latin
American context entail quality public interventions in the areas of repro-
ductive health, education and training for adolescents and young adults
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(especially mothers), prevention of domestic violence, reductions in the dis-
advantage of rural residence, and, most importantly, early childcare and
development. When the target families are from indigenous cultures, such
interventions must be adjusted accordingly.

Reproductive Health Services and Education

This study confirms that the links between high fertility (in terms of num-
ber of siblings) and the intergenerational transmission of poverty are quite
strong, suggesting useful interventions for helping break the poverty cycle.
Particularly powerful options are to provide high-quality family planning
and other reproductive health services to all women and men, including
adolescents. By reducing the number of unwanted births, these programs
heighten parental appreciation for their existing children as well as their
propensity to invest in them. Since fewer children in a poor household
implies more resources available per child, these two effects of reproductive
health services mutually reinforce one another in boosting parental invest-
ments in their children. The programs also provide incentives to postpone
the start of childbearing. The effectiveness of these services can be enhanced
by concurrent measures to reduce discrimination against women.

Yet, parental education must go beyond traditional family planning to
include larger issues of parental responsibilities and effective child-rearing
practices, children’s rights, and, when parents are separated or divorced, ade-
quate social and economic protection for women and children. Parenting edu-
cation can be integrated into the high school curriculum and be supplemented
and extended to the population as a whole through mass media campaigns.

Education and Training for Young Parents, Especially Mothers

The results of this study show that the mother’s education—even as a little
as an additional year of primary school—plays a critical role in increasing
the probability that her children will complete secondary education. This is
true in all the countries studied. Thus, supplementary adult education,
including well designed literacy programs, and especially those geared to
young mothers, have significant payoffs for current and subsequent gen-
erations—in effect, it is an investment with an unending stream of future
benefits.
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Skill Training for Young Adults

As noted earlier, the combination of low quality and insufficient schooling
for impoverished youth constrains their access to better jobs and hence the
path out of poverty. However, there are some countries that have vigorous
institutions and effective programs that provide young people the opportu-
nities to gain skills as an adult and move to a job with at least the potential
of leading to above-poverty income. Such programs include high quality,
low cost, and convenient courses in vocational and technical schools geared
to those already working; well established craft apprenticeship programs,
such as those in Germany; and realistic government incentives for firms to
provide on-the-job training to workers. Unfortunately, there are too few
such programs in Latin America, and those that do exist, such as the
SENAI/SENAC programs in Brazil and Chile Joven in Chile, tend to cover
only a small portion of lower-skilled people from disadvantaged families.

Supporting Indigenous People*

The prevalence of malnutrition among indigenous people is twice that of
the rest of the population, and far worse than expected after adjusting for
key socioeconomic factors, including rural residence. Along with informa-
tion on poverty, social infrastructure, child development, and disease, these
statistics also depict the depth of disadvantage among indigenous peoples
(Psacharopoulos and Patrinos, 1994). Malnutrition not only diminishes the
present well-being of its victims, but also perhaps even more tragically
stunts the mental development of affected children and impairs the lifetime
prospects of future generations. Immediate remedies are needed.
Short-term efforts to improve nutrition, especially among young indige-
nous children, must reinforce the positive elements of community knowl-
edge and practices and try to change or improve the negative ones. Where
necessary, family-targeted programs should include the provision of subsi-
dized nutrients and incentives for their appropriate intake. The longer-term
strategy must provide the necessary social infrastructure, including cultur-
ally appropriate and good quality health care, safe water and sanitation;

2% This section draws heavily on McGuire (1998).



42  Part One: Intergenerational Transmission of Poverty

child development programs, pre-schools and primary education; and
social safety nets.

Most indigenous development specialists hold that to increase their
effectiveness, programs aimed at breaking the poverty cycle need to be
tailored to the cultural characteristics of the communities and should
involve them, and the families themselves, in designing and running the
programs. There is growing political consensus in Latin America that extra
efforts should be made to help indigenous communities, despite the expect-
edly higher cost of such tailor-made programs. Countries with large indige-
nous populations must effectively extend coverage of all basic public ser-
vices to them if they are to overcome persistent poverty in the foreseeable
future.

Some specialists also recommend disaggregating social indicators and
service statistics by ethnic group to identify particular problems and track
progress. In Mexico, for example, the poverty map used for targeting the
coverage of Oportunidades and other poverty reduction programs includes
the proportion of indigenous people as a critical dimension. The data show
that most highly marginal communities are predominantly small indige-
nous communities.

Preventing Domestic Violence

While domestic violence is not restricted to poor families, it does com-
pound poverty-related problems. Domestic violence demands appropriate
legislation and police and judicial systems attuned to the issue; it also
requires abatement actions such as counseling habitual aggressors and vic-
tims. Although legislation in most countries in the region is adequate,
implementation is weak. Judges and the police need to be trained to become
more sensitive to the problem and effectively apply existing laws. Emergency
telephone lines with direct links to specialized police personnel and com-
munity assistance centers can reduce the incidence and consequences of
domestic violence, notably including its lasting emotional and behavioral
effects on children.

The health system should also play a key role. Detection of domestic
violence by health care workers and referrals to specialized services, or
appropriate authorities, are key ingredients in strategies to reduce domestic
violence that are often absent in the countries of Latin America. Counseling
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and follow-up measures to assist families prone to domestic violence should
be systematically included among the health system’s responsibilities.
Ultimately, prevention of violence is the most effective way of dealing
with the problem, and education is the most effective route to prevention.
Increasing personal awareness of the issue through early detection work-
shops for parents, teachers and children can go a long way toward prevent-
ing and reducing domestic violence and mitigating its effects on children.
Conflict resolution techniques and other approaches, which have been
shown to be effective in preventing violence, can also be introduced into
school curriculum. In addition, mass media campaigns are an effective tool
to raise awareness about domestic violence and make information about
assistance programs for victims and their children widely available.

Reducing the Disadvantage of Rural Residence

Poor rural areas in the region typically lack not only adequate social services,
but also suitable infrastructure and services to support economic produc-
tion, including technical assistance and credit and marketing services. Lack
of access to quality education, combined with the substantial productivity of
children in agricultural work, is a formidable combination of forces hob-
bling the educational attainment of rural children, especially boys. Rural
children in all 16 countries in this study have significantly lower probabilities
of completing secondary school than urban children.

Programs to tackle the ITP cycle in rural areas should particularly
address demand factors in conjunction with supply-side actions affecting
investment in children. Policies to increase the physical assets of poor fam-
ilies include land titling and distribution programs, and improving access to
credit markets and modern inputs. These and other strategies to address
rural poverty in the region are persuasively set out in Lépez and Valdés
(1998).

Programs for Young Children

As shown by the statistical results for the Lima panel, children from under-
educated households who participated in preschool programs were far
more likely to complete secondary school. Early childcare and development
programs have been found to provide many benefits to parents, children
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and society at large.” For example, these programs allow parents, especially
mothers, to increase their labor force participation and earnings, increase
their work experience, and work more hours. Children benefit from
improved health care and nutrition, early stimulation, and other develop-
mental activities provided by most of these programs. They also benefit
later in life from higher educational attainment and greater earnings. Older
primary and secondary school-aged children also benefit because they will
not be called upon to care for their younger brothers or sisters at the
expense of schoolwork. They and their parents will also have more resources
available to them as a result of increased public spending on the younger
siblings (see Castafieda, 1979). The benefits to society include lower inci-
dence of antisocial behavior and juvenile delinquency, as documented in
randomized longitudinal studies for certain early childhood care and devel-
opment programs in the United States (see Karoly et al., 1998).

Despite the powerful and cost-effective results of early childhood inter-
vention programs, especially in breaking the intergenerational transmission
of poverty, coverage remains very low in Latin America. It is estimated that
less than 20 percent of poor urban children under six years of age partici-
pate in childcare and development programs. Coverage is even lower in
rural areas and for indigenous populations, for whom in most countries
childcare models have yet to be adequately developed or tested. Gov-
ernments, civil society organizations and the private sector should assign
the highest priority in the battle against ITP to rapidly increase coverage of
quality early childcare and development services among the poor.

Programs for Primary and Secondary Students

Educating a child is generally expensive. For the poor families in Latin
America, it is prohibitively expensive. Because education entails substantial
costs over many years, poor people find it very difficult to finance invest-
ments in education, despite their high rates of return. Moreover, unlike
other long duration investments such as a home, human capital cannot be
put up as collateral for investment loans.*® Yet, government support for

» Deutsch (1998) reviews these programs and Moran and Myers (1999) provide a policy-oriented
treatment of the issues.

% Even in cases where investments can be put up as collateral, cash flow problems can be a great
obstacle to profitable long-term investments by the poor, as has been shown in reforestation
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investments in education by the poor is mostly limited to tuition waivers.
Sometimes food is also included, especially in public preschools, although
they cover only a small proportion of the children in poverty. Living
expenses, especially food and shelter, in addition to outlays for uniforms,
school supplies, and transport, which may account for a significant part of
the costs, must be borne by parents, other family members or the students
through part-time work. These direct costs have most likely increased in
recent years as a result of urbanization, especially in the face of the urban
segregation of low-income communities. In addition to the direct costs of
paying for education, indirect costs in terms of the income foregone while
attending school must also be borne by the families. Particularly at the
secondary level and beyond, these costs tend to loom even larger.

There are several ways that government programs can help the poor
overcome the budget constraints that often impede educational invest-
ments. The first is to provide scholarships that finance not only tuition costs
but also maintenance and transportation costs for students from poor
households. In Honduras, for instance, the Bono Escolar program has
increased enrollment and reduced dropout rates significantly by giving
mothers about $4 per month per child attending primary schools in
selected poor areas (Castafieda, 1998). Families have used the additional
resources largely for basic food and school supplies for the children.

A second instrument is to directly provide school-related items, such as
uniforms, books and school meals for the poorest students. With a few
notable exceptions (Chile and Costa Rica), formal school lunch programs
are rare in Latin America.* School breakfast programs are rarer still, though
their effect on school performance may be greater than school lunches. A
study that estimated that up to two-thirds of children go hungry at least
some of the time in U.S. inner cities, also found that poor children who
were given free breakfast in school did better, felt happier and found it eas-

projects in many countries in the region. Under traditional, collateralized, financial arrangements,
poor families do not have the savings to cofinance the recurrent costs needed to support such
projects to maturity and support their families during the long investment periods.

*! In many countries there are a number of formal or informal programs that provide some form
of nourishment to schoolchildren. These include “glass of milk” programs, enriched cookies, or
school lunches prepared at school with donated foods from international sources. In many cases,
these programs provide only a small portion of the calories and proteins required by the students,
and the food supplements are often unavailable because of budget shortages, mismanagement or
corruption, or inadequate food supplies.



46  Part One: Intergenerational Transmission of Poverty

ier to learn (see The Economist, September 19-25, 1998). It is safe to say that
the proportion of poor children who are hungry in Latin America is higher.

A third mechanism involves quality reproductive health, family planning
and “life-style” education programs for adolescents. Reducing adolescent
pregnancy, drug abuse and violence will go a long way toward reducing the
transmission of poverty across generations. As noted previously, teen preg-
nancy is known to result in the end of schooling for the teen mother and in
the birth of children who suffer from ill health and deprivations that affect
learning and impede their way out of poverty (Buvini¢, 1998; Maynard,
1996).

Efforts are underway in many countries to improve the quality of educa-
tion through better teacher training, improved facilities and materials, and
new technologies. While these efforts are commendable and should result in
better public schools and reduce the private-public quality gap, to increase
school retention or reduce the dropout rates of poor children substantially
they must be accompanied by measures to increase effective demand for
education among the poor through income support and other programs
such as those profiled here.

Integrating Programs around the Family

Integrating programs around the family is essential to take advantage of
complementarities among programs and to support parents in investing in
their children. Yet, in practice, integrating programs is difficult because each
one is the responsibility of a different agency and because the “family;” as
such, has not been a focus of social policy. However, three innovative exam-
ples of coordinated social programs currently in implementation are worth
noting: Oportunidades in Mexico (formerly known as Progresa), the Family
Allowance Program (PRAF) in Honduras, and Bolsa Escola in Brazil.

Oportunidades in Mexico

Mexico launched the Oportunidades program in mid-1997 to combat
poverty through integrated family interventions in education, health and
nutrition. Oportunidades is a massive program. By the end of 1999, it cov-
ered approximately 2.6 million families or about 40 percent of all rural fam-
ilies and more than 10 percent of all Mexican families. At the time,
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Oportunidades operated in almost 50,000 localities in 31 states. Yet, its bud-
get of about $777 million in 1999 corresponded to less than one-quarter of
1 percent of Mexico’s GDP.

In education, Oportunidades provides cash payments to mothers whose
children regularly attend school from the third grade to the third year of
secondary school (a schooling level found to have high levels of attrition).
Allocations for girls who remain in school receive a premium. The value of
the education grants to parents takes into account the estimated economic
contribution to the family by children who drop out of school (Skoufias
and McClafferty, 2001). The program operates only in localities with a pri-
mary school and relatively good access to a secondary school of acceptable
quality.

The health component includes a basic health care package containing
mother/child, prenatal, and well-baby care, and food supplements for preg-
nant mothers and malnourished or at-risk children. Families enrolled in
the program also receive nutrition and hygiene education. Food supple-
ments to meet about 20 percent of caloric needs and up to 100 percent of
micronutrient needs are also provided to undernourished mothers and
children at the health clinics.

As part of the health and nutrition component, Oportunidades also pro-
vides cash “food support” to the mothers of participating families. Nutrition
education and community participation activities ensure that the additional
income improves the food intake and nutrition of family members, espe-
cially children and pregnant and lactating mothers. The monthly cash
transfers are contingent on all family members visiting health centers for
required checkups and nutrition and hygiene education, and on school-age
children attending school regularly.

Oportunidades works in conjunction with programs promoting employ-
ment and income opportunities. It also includes coordinated efforts to
enhance the ability of educational and health services to meet increased
demand resulting from implementation of the program itself.

Direct cash assistance supplements family income and can be spent on
any food item or other necessity. For an average poor family, the cash sup-
plement was 235 Mexican pesos in 1997, or about 34 percent of recipient
income. On the assumption that women are more concerned about the
nutritional needs of the family and children, all financial assistance (schol-
arships and cash for food) is given to the mother every two months.
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A recent evaluation of the program, based on a powerful semi-experi-
mental research design, reports that over the two-year period from
November 1997 to November 1999, Oportunidades showed significant suc-
cess in meeting its main objectives (Skoufias and McClafferty, 2001). For
example, as a result of program activities (i.e., compared to the control
group), school enrollment increased (especially of girls and at the secondary
school level), implying that children in the locations covered by
Oportunidades will average at least 0.7 more years of schooling. This gain is
expected to increase as proportionately more of the children progress
toward secondary school completion. As a result of the higher schooling, the
children’s expected lifetime earnings are estimated to be 8 percent greater.
Children in the program have a 12 percent lower incidence of illness and
adults experience 19 percent fewer disability days. The impact of
Oportunidades on nutrition is also noteworthy. It has significantly reduced
the probability of physical stunting among one to three-year old children.
Channeling all monetary benefits to women has increased their say in their
household decisions.

While it is too soon to tell the extent to which Oportunidades will reduce
ITP in rural Mexico, its design and implementation to date, along with the
results of the intermediate evaluation, generally support a measure of opti-
mism. Oportunidades is an excellent model for countrywide programs to
tackle the intergenerational transmission of poverty in Latin America,
although the results of several studies on the determinants of ITP suggest
that the program has one major problem. To date, Oportunidades lacks a
component to tackle the critical deficiencies in early childcare and develop-
ment that affect the vast majority of children in the population group
encompassed by the program. In particular, Oportunidades notably and
regrettably lacks interventions to improve psychomotor and cognitive
development.

The Family Allowance Program (PRAF) in Honduras

The Family Allowance Program (PRAF) began in 1990 as a social safety net
to mitigate the impact of macroeconomic adjustment on the poor. The pro-
gram was restructured in 1998, and now includes a reformulated project
known as PRAF/IDB, Phase II. Its central objective is to encourage poor
households to invest in their family’s education and health by providing
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incentives to increase the use of preventive health services, increase primary
school attendance, and improve the quality of educational and health care
services. The program also includes a monitoring and evaluation compo-
nent to promote accountability and to assess program impact over time.
PRAF’s key features include two incentive programs to stimulate demand
for human development services and interventions that enhance the supply
of such services. One program is focused on poor children attending primary
school (Bono Escolar). In this program, vouchers (bonos) are distributed to
mothers at schools in certain localities, conditioned on the child’s regular
school attendance. Beneficiaries can use the vouchers to purchase food,
school supplies and medicines. According to early studies, most recipients
spent over 80 percent of the voucher value on food. The other program is
targeted to children up to 5 years old and to pregnant and nursing mothers
(Bono Materno Infantil). Under this program, food is distributed at health
posts and centers in selected poor localities to eligible mothers and children,
conditioned on visits for regular health check-ups and vaccinations.

Brazil’s Bolsa Escola

Initiated by the government of the Federal District of Brasilia in 1995, this
project provides income support for very poor families with children 7 to
14 years of age attending public schools. By mid-1997, over 44,000 children
from 22,000 families had received benefits under the program. The annual
cost was $19 million, or less than 1 percent of Brasilia’s government
budget.*> Another program (Poupanca-Escola) seeks to reduce repetition
and dropout rates by providing a financial incentive to parents and chil-
dren to complete secondary education. The government provides a stipend
to the family on the condition that the student passes his or her grade (see
IDB, 1998). Both programs are showing promising results: repetition and
dropout rates have decreased for those participating in the program.

Other Programs

Some countries are also experimenting with vouchers to improve the
income of poor farmers in order to encourage them to invest in their

32 See idrc.ca/lacro/foro.
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children’s health and education. In Colombia, a pilot voucher program
will soon be introduced in poor marginal areas. The program will benefit
farmers with less than five hectares of land whose average family income per
month is below the extreme poverty line. Program participation requires
that all school-age children in the farmer’s household attend school regu-
larly, that their young children fulfill a required vaccination schedule, and
that the family participates in the government’s program of basic health ser-
vices. The basic package includes mother/child preventive and curative
interventions, reproductive health and nutrition education, and outpatient
services for all family members. A monitoring and evaluation system will
ensure that eligibility conditions for all beneficiaries are maintained during
the duration of the project.

Implementing Integrated Family-focused Programs

The implementation of integrated family-focused programs is difficult.
Ensuring coordination between the various agencies that need to be
involved (e.g., education, health and nutrition, statistical and agricultural
agencies, NGOs) is complicated and time consuming. The agency created to
administer the program in Honduras (PRAF) faced several problems,
beginning with weak administrative capacity for managing critical tasks
such as registering beneficiaries, printing, distributing and redeeming
stamps, and carrying out budgeting and accounting activities. Other prob-
lems included unresponsiveness by health centers and posts to requests by
potential beneficiaries to register in the program, and inadequate program
monitoring and evaluation.

It is critically important that the agencies involved have the political and
economic incentives to participate actively and with a sense of ownership
(or, at least, accountability) in fulfilling their assigned functions. Also cru-
cial is that controls be in place to ensure that the services provided are of
adequate quality. Public education, especially in rural areas, typically fails to
meet any reasonable standard of quality. There is no point in requiring par-
ents to send their children to school if teachers are often absent or the
instruction imparted is of no value to the children’s educational develop-
ment, and hence, of no value to their parents. Health services, in particular,
must be provided on a timely basis and meet quality standards. Poor
parents, especially mothers who are usually the ones responsible for taking
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children to health service facilities, cannot afford the expense and the time
often needed to travel long distances to health posts, only to then have to
wait endlessly to consult with a health service worker who is oftentimes
neither suitably qualified nor motivated.

Another important matter in designing family-focused anti-poverty pro-
grams is that of unintended perverse incentives. A major issue here is how
to help poor families and their children without creating dependency and
destroying the motivation for self-help and self-reliance. A related and
particularly vexing problem arises when targeting malnourished children.
These programs may often have the unintended effect of rewarding in-
appropriate or negligent nutritional practices by parents. In other cases,
programs may end up being seen as entitlements to be available on a
permanent basis as long as eligibility criteria continue to be met. Income-
based eligibility criteria can discourage beneficiaries from earning more if
the additional income makes them ineligible, thereby jeopardizing their
program benefits. An example is the social security reform in Colombia that
created a subsidized health insurance package for the poorest. Once
someone is selected for a program, political forces often make it difficult to
“graduate” a family or individual even if they rise above poverty (Castafieda,
1997).

Ways to deal with these unintended consequences include clearly stipu-
lating entry and exit mechanisms at the outset, including maximum time
limits for some or all benefits. Establishing a time schedule by which pro-
gram benefits are reduced automatically is generally preferable to removing
all benefits at once, which often generates strong political pressure opposing
termination.

Targeting Family-focused Programs

The earlier discussion made clear that the integrated and family-focused
programs recommended as a basic strategy to break ITP in Latin America
are neither cheap nor easy to implement. Despite these drawbacks, the
model is justified, essentially because it can be expected to work far better
than current practices in the region, which evidence shows are functioning
unacceptably in most countries.

One reason for the prevailing problems stands out, which is the failure to
provide the comprehensive array of services needed to break the cycle of
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ITP. There are strong complementarities among several of the major factors
that can pave the way out of ITP, and hence among the services that would
address them. For example, an expectant mother’s prenatal care, good
health and nutrition are generally essential for the child to be born without
significant physical or mental impairment, which in turn is highly comple-
mentary with the child’s early development, schooling achievement, and so
on. Thus, in the abundant cases of babies conceived in extreme poverty in
the region, where families lack the wherewithal to independently provide or
buy adequate prenatal, maternal-child or early child health care, it is not
enough for the public sector to deliver one or even several (but not all) of
the services needed to break the ITP cycle. Nor is it enough if all services are
available but the families do not demand them in a timely way, or if the
available services are of insufficient quality.

Social expenditures meant to address the needs of poor families in most
Latin American countries today typically are spread over a large number of
programs and beneficiaries, without much attention to the complementar-
ities entailed in the intergenerational transmission of poverty. The provision
of all the necessary ingredients for destitute families to succeed in breaking
ITP is rare. The relatively substantial social expenditures for services for
extremely poor people are consequently not having a commensurate impact
on reducing ITP, even among the assiduous clients of the services.

A service package sufficiently comprehensive to ensure a high success
rate in breaking the ITP cycle among the poorest families in the region—
including training to improve parental income, integrated child develop-
ment programs, full-fledged scholarships in primary and secondary educa-
tion, school breakfasts and lunches, adolescent programs, etc.— would cost
significantly more than what governments are presently spending on con-
ventional poverty programs. Thus, it would be politically unfeasible and
economically prohibitive in most cases to make such a package available to
all takers, especially with the same level of subsidy required for the poorest.
With few if any exceptions, integrated ITP-oriented programs could only be
put in place in Latin American countries if they were targeted and restricted
to those households that are mired in the poverty trap.

Today, advances in information gathering and processing technology
make effective targeting and monitoring possible in Latin America. Chile’s
Ficha CAS system pioneered efforts for the massive application of targeting
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criteria by local governments. Similar systems are now in place in a number
of countries, including Colombia, Costa Rica and Mexico (particularly for
the Oportunidades program). Colombian families that receive a variety of
benefits, including health insurance, are selected through a two-stage means
testing process. In the first stage, the poorest localities or neighborhoods
within cities are selected on the basis of census information on basic san-
itary services, schools, health facilities, dispersed populations and other
socioeconomic indicators. In the second stage, the poorest families in those
poorest localities are selected on the basis of family information regarding
the quality of housing, public services, literacy, occupation, disability of
family members and income.* Household targeting within “second stage”
disadvantaged neighborhoods is controversial. Critics argue that such
targeting harms the community’s social fabric by dividing its members,
most of whom are poor, between those who are deemed program bene-
ficiaries and those who are left out.

In the same vein, it is possible to introduce features into most programs
that make them more attractive to those families that would have been
selected in a second-stage targeting exercise. For example, mother-child care
and development centers, or any other service delivery site related to the
program, can be studiously located in sectors of the neighborhood where
the poorest families tend to agglomerate. Together with cosmetic features
also designed to be less attractive to the more affluent members of the com-
munity, and targeted marketing within the neighborhood, a substantial
degree of self-targeting can be achieved with little of the costs associated
with administratively stipulated household targeting.

Aside from political and judgmental assessments of the drawbacks of
second-stage household targeting, the choice of targeting system should
take into account the features of the program and the communities that
would be covered. Regarding the latter, the more uniformly poor the com-
munities or the more spatially clustered the households according to the
relevant ideal selection criteria, the less the economic benefits derived from
administrative targeting.

Targeted social programs can also be effectively combined with urban
rehabilitation, disaster prevention measures in vulnerable areas, and the

3 See Gomez de Leon (1998) and Velez, Castafio and Deutsch (1998).
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relocation or resettlement of families in ways that capitalize on comple-
mentarities between the interventions. For example, the usefulness of com-
munity centers, schools and health clinics provided through urban rehabil-
itation projects can be enhanced if the requirements of a concurrent
targeted social program are taken into account when the facilities are
designed and sited.

Conclusions

As in most places in the world over the course of history, in Latin America
there is a strong link between the socioeconomic status of parents and their
grown children. In all 16 countries analyzed for this book, parental educa-
tion and family income were strong determinants of the probability that a
child would complete secondary education (the minimum level considered
necessary for permanently escaping poverty). Moreover, the family’s demo-
graphic structure, particularly the number of siblings that a child has, is a
powerful determinant, as is rural or urban residence. An important result is
that the effects are quite consistent among countries and occur even at low
levels of parental education. The implication is that while the problem is
great, there are also levers connected to the family unit for breaking the
intergenerational transmission of poverty.

The strong positive impact of parental schooling points to the large pay-
off from enhancing education for young parents and adults, as well as those
likely to be involved in child-rearing. The strong negative impact of the
number of siblings on the chances of completing secondary education is
consistent with the quantity-quality theory of fertility and education of
children, which emphasizes the roles played by parental constraints of time
and resources in raising a family. The more children parents have, the more
difficult it is for them to invest sufficiently in each child’s health, education
and other components of human capital. This is even more so for single
mothers.

Although not included in this study’s statistical analysis for lack of suit-
able data, the link between the socioeconomic status of parents and their
children is also substantial in indigenous populations, as shown by our
review of previous studies. Indigenous children have markedly lower levels
of education and secondary school completion than nonindigenous chil-
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dren. In addition to the family factors found to be significant for the under-
educated households at large, discrimination in educational opportunities
and in the labor market reduces the economic value of education for this
group. Indigenous populations are also twice as likely to suffer from
malnutrition than nonindigenous people owing to inferior food security,
diets, health services and nutritional education, among other factors.
Policies to reach indigenous populations need to address these shortfalls
through culturally appropriate versions of family-focused ITP programs.
At the same time, incentive systems should be put in place to reinforce laws
to combat discrimination.

As is usual in studies such as this one, the variables for which adequate
information was available for inclusion in the basic statistical model
inevitably leave a sizeable amount of “unexplained variance” in the prob-
ability that a child will complete secondary education. Additional regres-
sions, tailored to more limited data found for other relevant factors, were
also performed. Variables found to be statistically significant in these sub-
sidiary regressions included early childhood education in Peru and teen
pregnancy in Chile, both of which resulted in very strong positive and neg-
ative effects, respectively. Moreover, a mother’s health and nutrition, and
domestic violence, have also been shown in research reviewed for this study
to have material consequences on children’s educational prospects. While
domestic violence and teen pregnancy are not confined to poor families,
their occurrence tends to interact with other unfavorable, poverty-related
factors to result in even worse consequences on the well-being and future
prospects of children.

Our findings on the effects of family background variables on invest-
ments in children imply that demand-side factors play a crucial role in
determining education outcomes. Most public policy, however, has focused
on supply-side factors, notably the provision of schools and, increasingly,
school materials, teacher training and other elements associated with the
quality of the education. Regarding the supply of schools, the almost uni-
versal enrollment of children at the beginning of the school year, together
with high repetition and dropout rates, tell us that lack of school places
as such is no longer a critical impediment to educational progress and
the reduction of endemic poverty in most Latin American countries.
Concerning the quality of education still being offered to most children
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from poor families, however, all indications are that it remains dismally low
and that much more needs to be done to improve it.

Public Policies to Break the ITP Cycle

To be effective, the design and implementation of programs to break the
ITP cycle should take into account three basic propositions.

First, the family plays a crucial role in determining whether children suc-
ceed or fail in school, and hence on their prospects for breaking out of the
poverty cycle. The effects of family factors can range from strongly positive
to strongly negative and tend to be synergistic and interdependent.

Second, programs must maximize beneficial spillover effects of programs
on family interactions. For instance, integrated early childhood programs
provide benefits to parents as well as children. Parents, especially mothers,
can increase their participation in the labor market and earn higher wages.
Parents can also reduce their spending on food inasmuch as children who
participate in some public programs may be given free breakfasts or
lunches. This frees up resources to better feed other children or themselves.
Older children also benefit because they will no longer be called upon to
care for their younger brothers and sisters at the expense of attending
school. All children and adults in the household will benefit from parenting
instruction and support services provided by better childcare and develop-
ment programs. The family will also benefit from timely referrals to other
family support services, such as those for the prevention of domestic vio-
lence and for reproductive health.

Third, to understand family constraints and the process by which
poverty—or its obverse, capital—are transmitted, it is important to
consider the family life cycle, particularly elements of formation and repro-
duction, as well as parental labor force participation and earnings cycles.
Especially among undereducated Latin Americans, childbearing begins at a
time when parents are in the best position to take advantage of formal edu-
cation and other skill improvement opportunities and to increase earnings
from heightened opportunities for occupational mobility and migration.
Early childhood care and development programs allow parents to capitalize
on such opportunities to enhance their own human capital and earnings.
Even though public school is typically tuition-free in the region, supporting
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children in school, especially in secondary school, requires relatively large
outlays by parents, especially among the poor. These expenditures must be
sustained over long periods when undereducated parents face stagnant
earnings and little upward mobility. Integrated education programs for
these children, which may include full scholarships (tuition and mainte-
nance), school breakfast and lunch programs, and textbooks and materials,
would go far in making it feasible for poor families to keep their children in
school through the secondary cycle.

Some Latin American countries have designed integrated programs with
a family focus. Two notable examples are Oportunidades in Mexico and
PRAF in Honduras. Oportunidades integrates health, nutrition, education
and income support features. A major service provided under the health
and nutrition component is reproductive health, which allows women to
plan their pregnancies, receive medical supervision during the crucial pre-
natal and post-natal periods, attain desired family size, and improve their
children’s health and nutrition. The PRAF program in Honduras integrates
required school attendance and preventive health check-ups with income
support for poor families.

Surprisingly, neither the Mexican nor the Honduran program includes
an early childcare and development component. The results of our study
strongly imply that such a component would leverage current interventions
and significantly enhance the impact of these programs in breaking the
cycle of poverty in these countries.

Other innovative programs introduced experimentally in a few countries
include agricultural vouchers for very poor farmers to purchase modern
inputs and technical assistance, conditional on school attendance by their
children and health check-ups for all family members, including reproduc-
tive health services and nutritional education.

Integrated, family-focused government programs with income-enhanc-
ing opportunities for parents and basic services that enable families to build
enough human capital to break out of the poverty trap will cost more than
current programs. In view of the fiscal restrictions prevailing throughout
the region and the political constraints to substantially reallocating bud-
getary outlays for basic social services to the poor, it is evident that resources
are insufficient to extend such integrated programs to all or even most fam-
ilies that could benefit from them. Moreover, the poorer the country, the less



58  Part One: Intergenerational Transmission of Poverty

resources available, and the greater the need in terms of the proportion of
families trapped in poverty. Thus, regrettably, inclusion of families in the
programs is inevitably selective. Of the various ways to ration access to the
programs—such as first-come-first served, random selection, personal or
political connections—we strongly favor a selection process targeted to
those families whose needs and potential benefits are greatest. Recent
advances in information technology and growing experience in the appli-
cation of effective targeting methods are available to this end.



Two

Investing in Early Childhood
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Summary

art One identified early childhood as a critical stage in the

intergenerational transmission of poverty (ITP) and found
investments related to early childhood care and development to be the most
promising mechanisms to help people escape the poverty trap. Part Two
now turns to discussing a basic menu of specific interventions and pro-
grammatic approaches to effect those investments. Box 1 shows how key
investments in early childhood can be usefully linked to various stages in the
poverty transmission cycle.

Family-focused anti-poverty programs were put forth in Part One as a
broad strategy to combat the intergenerational transmission of poverty.
This summary sketches a menu of more specific principles of, and
approaches to, early childhood care and development investments, which
are critical to implementing sound, family-focused anti-poverty strategies
under varied settings and predilections.

Principles

In large measure because childbearing and child rearing are so deeply
embedded in human nature, and so strongly fused with the cultural and
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Stage

Investment

In the harsh economic and social environment of low-income communi-
ties, poor parents with little schooling and scant marketable skills . . .

... tend to have children earlier
in life, and have larger families,
without the means or parenting
skills to provide for their many
children’s developmental

needs . . .

Life education and counseling to older
children and adolescents, and repro-
ductive health services to women can
help parents delay pregnancy and plan
their families.

... resulting in stunted children
with an impaired ability to learn,
leading to . . .

e Prenatal care and nutrition for
mothers, along with good nutrition
and health care for children in the
early years, can improve conditions
for the child’s sound development.

e Education and training in parental
skills can help parents raise their
children better.

e Community education and training
in safety, health, nutrition and child
development strengthens parenting.

e Developmental custodial care can
help keep children safe and provide
adequate stimulation to prepare
them to learn in school.

... high rates of school failure
(repeating grades or dropping out)
and functional illiteracy leading
to...

Educational and psychological support
to underprivileged children during the
initial school years will increase their
chances of success in school and
society.

... out-of-school and unskilled
youth with scant marketable
skills and poverty earnings . . .

Gender-informed social support and
skills training for adolescents can
expand the range of social and eco-
nomic options available and reduce
the risk of early motherhood, crime
and violence.

... who mostly work at dead-end
jobs or are engaged in illicit activ-
ities, tend to socialize with similar
youth, resulting in early childbear-
ing, becoming functionally poor
parents who are likely to re-
produce the poverty cycle . . .
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socioeconomic settings in which they occur, successful early childhood care
and development programs defy rigid standardization across culturally and
socioeconomically diverse communities. Sometimes those divides occur
even within regions of a single country. Program designs, at least for the ser-
vice delivery and client interphase, need to reflect these local features. Yet,
there also are certain broad principles that can guide the approach to
designing such programs, including the following:

® Empower parents. Undereducated mothers, fathers (and possibly other
household members) must be empowered to become more effective
parents and care providers, especially by enhancing their child rearing
skills. The objective of investments in early childhood is to complement,
not replace, the role of the family, and the most positive and long-lasting
benefits of such programs happen when interventions combine support
to the child’s family with support to the child.

® Address all unmet development requirements. Programs should strive to
ensure that all of the child’s key custodial and developmental needs that
would otherwise go unmet are attended to. Since child development is a
multidimensional process and there are decisive synergetic relationships
among these dimensions, support in key areas such as nutrition, health,
basic skill development, social training and cognitively oriented educa-
tion are mutually reinforcing. If a critical requirement such as nutrition
goes (severely) unmet, successful development will not occur regardless
of how fully all other requirements are satisfied. Like a three-legged stool,
failure of a single leg leads to systemic failure.

® Adjust to the socio-cultural context. Unless early childhood care and devel-
opment programs can identify the principal child-related needs of
diverse communities and respond accordingly, they are likely to be
regarded as extraneously imposed, and will not be entrusted with the
community’s children, especially the youngest. Consultation and partic-
ipation are keys to success. Arriving with a standard package of protocols
to address preconceived needs does not favor participation or achieving
desired outcomes.

® [ntervene preventively. For maximum cost effectiveness, the focus must be
on preventive interventions at the early stages of the life cycle. Strong
evidence suggests that the earlier that children and pregnant mothers
begin benefiting from health and nutrition interventions, the greater the
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impact on the child’s physical and behavioral development, especially
among extremely impoverished groups. Also, compelling medical and
psychological evidence confirms that the period of early childhood, from
conception through the first years of life, is critical to a child’s social,
emotional and cognitive development.

® Make programs cost effective, financially feasible and sustainable. This
principle is discussed more fully later in this summary. Owing perhaps to
the power of children’s issues to stir emotions, it has been noted that the
design and execution of children’s programs are prone to be guided more
by the heart than by objective calculation of cost-benefit and financial
feasibility analysis, which are critical to the success of such programs. So
it is worth stressing that unless early child care and development pro-
grams hew to reasonable standards of sound project analysis, design and
management, especially concerning cost effectiveness, financial feasibil-
ity and sustainability, they are unlikely to contribute much to the goal of
eradicating inherited poverty.

® Focus program resources on households where the development outlook of
the children would most likely be improved. While the ideal and long-run
objective is to provide universal coverage to all households with children
that would benefit from high-quality early childhood care and develop-
ment programs, fiscal or political constraints throughout Latin America
generally render this unrealistic for the time being. A second-best policy
prescription rooted in the utilitarian tradition thus seems warranted.

Approaches

Whether early childhood care and development programs focus on improv-
ing the nutritional status of pregnant women, enhancing parental skills,
delivering services directly to children, or raising awareness about the
importance of this issue in the community at large, their ultimate and com-
mon goal is to improve young children’s capacity to develop and learn.
While all investments in early childhood should reflect core and guiding
principles such as those above, there are various approaches that can be
used to achieve the central goal of ensuring that children at risk fulfill their
development potential. There are six notable approaches to early childhood
care and development in addition to prenatal, peri-natal and mother-child
health and nutrition services and preschool programs that normally are
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managed by ministries of health or education. The six are sketched below,
followed by a more detailed discussion of two approaches particularly rel-
evant to Latin America.

1. Attending to children away from their home: the day care approach. The
day care approach can be in an institutional facility (center-based) or
through arrangements in the caregiver’s home, where one person cares
for other people’s children, and possibly her own (home-based).

2. Supporting and educating parents and other family caregivers. These
efforts can be carried out through such programs as home visits, adult
education or literacy courses, and child-to-child programs, as well as
within nutrition or health education programs.

3. Promoting child-centered community development. The emphasis here is
on the involvement and empowerment of entire communities in areas
related to child safety and development.

4. Institution-building. The approach here is to strengthen public and civic
organizations that can mobilize resources in support of child develop-
ment.

5. Strengthening national commitment. By working to improve the legal,
policy and regulatory framework related to children, this approach aims
to create better conditions for young children and parents.

6. Strengthening popular demand for early childhood care and development
services. This approach employs public awareness and social participa-
tion campaigns directed toward the general public, but particularly
parents in poverty.

Applying the Day Care and Parental Support
Approaches to Latin America’

Day Care Approach

Under the center-based modality of the day care approach, children attend
programs in institutional facilities created or adapted for that purpose. In
the industrialized countries, early childhood programs are often associated
with formal preschools where training is conducted in a classroom-like
atmosphere and children are prepared for primary school. A prime exam-

! This section is based on Myers (1995) and Young (1996).
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ple is the French école maternelle, established in 1887 and today attended by
almost 99 percent of all French children between ages three and six.

Such formal preschools, with their sophisticated pedagogic equipment
and well-educated teachers, are too expensive to function on a significant
scale in less-developed countries. In Latin America, such high-level formal
preschool facilities are normally limited to private institutions that cater to
higher income families. They are not a realistic option for publicly-financed
and heavily-subsidized early childhood care and development programs in
the region.

However, several Latin American countries have established formal child
day care centers along the lines of the center-based modality—albeit on a
much more modest level than the French version—for the children of mid-
dle- and lower-income households. The Colombian government in 1974
levied a 2 percent payroll tax (later increased to 3 percent) on all public and
private employers to establish and operate public day care centers for chil-
dren up to six years of age, incorporating health, nutrition and educational
services. While the program is generally regarded as successful in terms of
the children’s physical and mental development, costs have been higher, and
coverage, especially in rural areas, lower than originally envisaged. Some
critics claim that an excessively top-down orientation has discouraged
parental participation.

More recently, the Colombian government also established a home day
care program, Hogares de Bienestar, that corresponds more to the home-
based day care modality. The program provides training and support to the
madre cuidadora, or childcare provider, in whose home the children are
cared for. By design, the madre cuidadora, assisted by a trained specialist, is
responsible for overseeing and directly providing the bulk of the work
entailed in caring for up to 15 children from the neighborhood. Parents and
other people from the local community are expected to contribute to the
daily operation of these day care homes, including contributions of both
labor and cash. Thus, in the early 1990s, the fiscal subsidy was set to cover
less than 50 percent of total costs (Cardona, 1993).

While the center-based Colombian program provides reasonably high-
quality early childhood care and development services for children, it was
deemed too expensive by the government to be extended to the majority of
children living in poverty. The home-based program is less expensive to the
government, and, hence, broader coverage is fiscally and politically easier to
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extend. However, high quality standards have been more difficult to achieve
in Colombia using this modality, although there have been home-based day
care program in other Latin American countries that have managed to pro-
vide adequate care.’

Parental Support Approach

Parental support programs emphasize the enhancement of parenting skills
among primary caregivers (mainly mothers, but also fathers or other adults in
the homes of children at risk), and provide related support that reaches the
child indirectly through the caregiver. The main purpose of parenting training
is to strengthen the self-confidence of the parents and empower them with
knowledge and skills that will enhance their ability to support their children’s
development. Training vehicles may include home visits, information and
training in health and nutrition centers, and the use of videos and other media.

Several Latin American countries have undertaken parenting education
initiatives. One of the more ambitious programs was launched in Mexico in
1992 with support from various United Nations organizations, as well as the
Inter-American Development Bank. With a five-year horizon, the program
was directed at the country’s poorest families and entailed the employment
and training of over 12,000 community educators, each of whom would
work with around 20 families.

Radio and television have also been used to reach parents with informa-
tion about child health and nutrition and related child development topics.
In Venezuela, the Proyecto Familia, which started in 1980, has produced an
impressive array of television and radio ads and programs, as well as slide
presentations and films. In some countries, soap operas, cartoons and comic
strips have been used to propagate the message (see Meyers, 1995, Chapter 7).

Measurable Benefits of Early Childhood Care
and Development Interventions

Certain benefits of early childhood interventions begin to accrue immedi-
ately, while others can be reaped only in the longer term. Some benefits in

? See the essay in this book by Miguel Urrutia on Colombia. For examples from Venezuela and
Ecuador, see Myers (1995, Chapter 6).
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each category that are particularly important and amenable to empirical
assessment are discussed in turn. Most of the empirical work on the bene-
fits of early childhood developments has focused on the day care approach,
which is reflected in the material summarized here.

Short-term Benefits

A benefit often registered quickly in the wake of center-based day care pro-
grams is increased labor participation and higher income for participating
mothers. This benefit is rarely stressed as an explicit objective of such pro-
grams, which generally emphasize the benefits to the child. Nonetheless, by
freeing time for the mother to work or study (especially outside the home),
day care programs can be quite effective in increasing parental income in
the short run or increasing skills leading to higher earnings and reduced
poverty for the entire family.

Early childhood care and development programs can similarly free older
siblings, especially girls, from childcare responsibilities at home, allowing
them to remain in school instead.’

“Integrated” early childhood development programs—those that com-
bine day care with psychosocial development, health and nutrition inter-
ventions, plus parental involvement—have been documented to be effective
in improving the health and nutrition of children from impoverished
households within one to two years after joining the program.* In circum-
stances of extreme poverty and its common correlate of preexisting child
malnutrition, the qualification that the programs be integrated is essential.
When programs consist of day care and feeding of children without much
else, improvements in the nutritional status of such children tend to be
minimal. In contrast, an evaluation of the Integrated Early Childhood Pro-
gram (Programa Integrado por Desarrollo Infantil—PIDI) in Bolivia found
that while 40 percent of a cohort of children enrolled in the program ini-
tially showed signs of stunted psychosocial development, the percentage was
cut by half after one year in the program. After two years, the correspond-
ing figure was down to 5 percent.

* For a survey of evidence, see Deutsch (1998, Chapter II).
* See Myers (1995).
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Longer-term Benefits

The methodological requirements for reliably measuring the major long-
term effects of early childhood care and development interventions are
onerous. These include sample selection and control methods that tend to
be unpopular with program administrators and entail nettlesome ethical
issues. Then, most program graduates and control group members must be
followed and interviewed over many years, ideally decades, to derive reliable
measurements and robust inferences about causality. Not surprisingly, there
are no major evaluations of this sort in Latin America. Many assessments of
longer-term effects therefore rely on studies in industrialized countries, in
particular the United States. Of these, the study of the Perry Preschool Pro-
gram (see Box 2) is the most notable because of the length of the follow-up
period of the children (from ages 3-5 in the mid-1960s to the present) and
its scientific rigor.

While the Perry results show the range and depth of measurable benefits
that can come from a well designed and implemented early childhood
development program, the specific quantitative results may not be directly
applicable to the circumstances in most Latin American countries. Another
caveat in applying the results of such studies is that they are based on find-
ings from purposefully, non-randomly selected programs, which are often
characterized by careful design and strong commitment from key actors,
probably enhanced by the knowledge that their program’s performance is
being observed—the so-called “Hawthorne effect.” Quite often, these
programs are also small and therefore likely to differ in significant ways
from large-scale undertakings.

Findings for Latin America

With these caveats in mind, we synthesize below findings from certain
studies based on what Latin American data is available. While falling short
of the “gold standard” of evaluation methodology embodied in the Perry
Preschool study, the data nevertheless appear sufficiently strong to support
some important qualitative inferences.’

® Based on results reported in Myers (1995), Young (2001), van der Gaag and Tan (1998) and Part
One of this book.
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One of the best evaluations of the long-term impact of early childhood
care and development programs is the High/Scope Perry Preschool Study
(Schweinhart, 1993). Over a period of some 25 years, the study tracked two
groups from Ypsilanti, Michigan: one that received a high-quality preschool
program emphasizing active learning, and one that did not. The children,
all African-American, lived in the same neighborhood in the 1960s.
Researchers assessed the groups annually from age 3 to 11, at age 14-15, at
age 19, and at age 27.

The researchers found that at age 27, the program group had:

e Asignificantly higher level of schooling;

e Asignificantly lower percentage of members who had received social
services at some time in the preceding 10 years;

e Significantly fewer arrests, including significantly fewer drug-related
arrests; and

e Significantly higher monthly earnings and home-ownership rates.

Data from the study suggest that returns on a preschool investment can
be sevenfold. This finding was based on estimates of cost savings associated
with reductions in the need for remedial education, in violence and crime,
and in savings in other social programs. Using a more conservative
methodology that excludes savings to potential crime victims, a more
recent calculation re-estimates the corresponding returns to investment to
be more than 4 to 1 (Karoly et al., 1998).

In addition, an evaluation of the effects on participating children of
11 early intervention programs found favorable and statistically significant
results in all cases. A higher level of schooling attained by the program
group was the most consistently observed positive result (found in six of the
eight programs for which this effect was measured).

Compared to children from broadly the same geographical area and sim-
ilar socioeconomic background, those that participated in early childhood
care and development programs during the preschool years are more likely
to enroll in primary school at the appropriate age; attain higher scores in
standardized tests of mental and cognitive development around the time of
primary school enrollment; progress normally across grades in primary and
remain in school longer; and be evaluated in psychological tests as having
better social skills, and by teachers as getting along better at school.

The last finding implies not only an important benefit to the better-
behaved children themselves, but also the even more significant benefit to
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their classmates that results from an improved learning environment in the
classroom and a happier teacher.

From the perspective of Latin American communities, perhaps the para-
mount social benefit from early childhood care and development programs
for impoverished children is one that remains to be systematically measured
for lack of suitable longitudinal data: the presumed effect of such programs
on reducing the likelihood of antisocial and criminal behavior by these indi-
viduals when they become adolescents and beyond. However, from what
information is available, the presumed effect on criminal behavior among
early childhood development program graduates in Latin America is con-
sistent with the very strong effect found in the Perry Preschool study in the
United States. Moreover, it seems likely that if such a study were replicated
in Latin American cities, the effect would turn out to be even stronger, con-
sidering the higher levels of early childhood deprivation among the urban
poor in the region and the weaker police enforcement and deterrents there.

A second indirect piece of evidence supporting this contention is the
widely reported observation that the vast majority of delinquent and crimi-
nal youths in Latin America have had highly deprived childhoods that
included not only economic distress but also persistent abuse and neglect at
home. Quality early childhood development programs, especially integrated
programs that include interventions to address children’s problems of abuse
and neglect at home, could go far in improving the early childhood experi-
ence of children in poverty, and thus in eventually reducing the disturbingly
high crime rates and public safety problems in so many Latin American cities.

Cost-Benefit Estimates for Two Programs in Latin America

Although no comprehensive cost-benefit analyses of early childhood care
and development interventions have been conducted in Latin America that
are based on real-time data—due in large part to the same onerous method-
ological requirements needed to measure long-term benefits—there is a
scientifically rigorous study of the Bolivian Integrated Early Childhood Pro-
gram (PIDI) mentioned earlier in this summary. The study assesses costs
and benefits with a methodology that meets the criteria for suitable sample
selection and controls and minimizes some limitations of not having longi-
tudinal tracing of program graduates and randomly assigned composition
of program and control groups (see van der Gaag and Tan, 1998).
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The cost-benefit findings from both the Bolivian study and from another
study on the Curumim Preschool Program in Brazil are encouraging. In
Bolivia, based on rather conservative estimates of expected benefits, which
include in the first instance only those associated with educational perfor-
mance and consequent increased earnings of the participants, the estimated
cost-benefit ratio of the PIDI program ranges between 1.38 and 2.07,
depending on assumptions. When the expected program effect of lowering
fertility is added, the cost-benefit ratio increases to the range of 2.38 to 3.06.°

In order words, for each dollar invested in the PIDI program, the bene-
fits achieved were estimated to correspond to a value somewhere between
double and triple that amount. This implies a very high rate of return that
compares favorably with most development projects, even in such areas as
physical infrastructure and industrial development.

The results from a study in Brazil on the costs and benefits of the
Curumim Preschool Program for children in poverty in the slums of Belo
Horizonte, the capital of the state of Minas Gerais, also showed favorable
returns on program costs. The estimated rate of return for extended
preschool services was in the range of 12.5 to 15 percent (see Paes de Barros
and Mendonga, 1999).

Conclusions

Powerful and tested mechanisms are now available to tackle the intergener-
ational transmission of poverty in Latin America. Particularly promising
are mechanisms that would intervene in the earliest stages of human life
extending from conception to primary school age (6-8 years of age). It is at
that point in a child’s life that widespread shortfalls in meeting his or her
minimum requirements for physical and emotional care—and just as
importantly, psychological stimulation and nurturance—often lead to
major and irreversible impairment of long-term human potential. It is also
the opportunity for bringing to bear highly cost-effective intervention
strategies, some of which have already been applied in demonstrably suc-
cessful programs underway.

® Calculations of the cost-benefit ratio of the High/Scope Perry Preschool Project (see Box 2)
indicate a value above 7.0, mainly as a result of gains in productivity in combination with lower rep-
etition rates and lower public expenditures related to reduced welfare and crime.
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As promising as such efforts may sound, unless the leaders of Latin
America act decisively and soon, the problem of intergenerational trans-
mission of poverty—with all its attendant and persistent economic, social
and political repercussions—can be expected to worsen. The specific con-
sequences for several Latin American countries where the social and polit-
ical fabric is already highly stretched are difficult to predict, but could well
disrupt both development efforts and political stability.

The remainder of Part Two of this book offers much to those leaders who
are moved to respond vigorously to the challenge by presenting the lectures
given at the seminar entitled “Breaking the Poverty Cycle: Investing in Early
Childhood.” Held during the Annual Meeting of the Inter-American Devel-
opment Bank in Paris in March 1999, the seminar highlighted the magnitude
and implications of the poverty cycle in Latin America and the Caribbean
and the role of family factors in the dynamic of that cycle. The focus was on
the central role of early childhood care and development interventions as a
tool for interrupting the transmission of poverty across generations.
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The Role of Early Childhood
Investment in Development’

AMARTYA K. SEN

t can be argued that by viewing investment in children as part of

the overall process of development, we develop a fuller under-
standing of the extensive reach and critical importance of investing in early
childhood. It can also be argued that the comparative neglect of this impor-
tant subject may be, to a great extent, the result of a limited and rather ad
hoc view of the quality and implications of childhood. Seeing the issue
within the rich perspective of developmental reasoning gives us a clearer
appreciation, on the one hand, of the integral relation between childhood
and adulthood, and on the other, of the interconnections between the lives
of different persons and families who make up a total society. A develop-
mental perspective can do greater justice both to the extensive interconnec-
tions that already exist as well as to integration that is still needed.

Development as Freedom

We can begin with the elementary question: What is “development”?
The process of development can be seen as an expansion of human free-

! This essay and those that follow are taken from lectures given at the seminar, “Breaking the Poverty
Cycle: Investing in Early Childhood,” held in Paris in March 1999 (see IDB, 1999a).
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dom.? The success of an economy and of a society cannot be separated from
the lives that members of the society are able to lead. Since we not only
value living well and satisfactorily, but also appreciate having control over
our own lives, the quality of lives has to be judged not only by the way we
end up living, but also by the substantive alternatives that we have. To illus-
trate the distinction, consider a person who lifts very heavy weights every
day. In assessing the quality of life of this person, we have to examine
whether he or she is doing this out of free choice (with other alternatives at
hand), or is being forced to do this through the command of, say, some
strong-armed slave-driver. It would make a difference.

Since the assessment of freedom can be sensitive both to what a person
does and also to the alternatives he or she has, freedom provides a more
inclusive perspective for judging human advantage, and through that, for
assessing social success (Sen, 2002). This is the basic reasoning that provides
the foundation of seeing “development as freedom” (Sen, 1999).

Focusing on human freedoms contrasts with narrower views of develop-
ment, such as those that identify it with the growth of gross national
product, or with the expansion of trade, or with industrialization, or with
technological advance. Industrial, technological or GNP growth can, of
course, be very important as a means to expand the freedoms of members of
the society. But the freedoms that people enjoy depend also on other deter-
minants, such as social and economic institutions (for example, education
and health care facilities) as well as political and civil rights (for example,
the liberty to participate in public discussions and scrutiny). Viewing devel-
opment in terms of expanding substantive freedoms directs attention to the
ends that make development important, rather than merely to some of the
means that inter alia play a prominent part in the process.

Using this broad perspective, we can examine the particular role of
investment in children. That role has many distinct features and aspects,
and it is important to distinguish the different ways in which it can be
important in enhancing human freedom and through that, advancing
development. We are often told these days that we must take a “holistic”
view, but in fact the subject calls also for analytical distinctions and empir-
ical differentiations. The whole may be more than the sum-total of its parts,

2 This perspective is discussed in Sen (1984). The demands and extensive implication of this
approach are examined in Sen (1999).
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but we have to be quite clear as to what the parts are before we appraise
the whole.

Mortality as Unfreedom

The first and perhaps most elementary connection between childhood
investment and development relates to child mortality. There are two issues
here: (i) the empirical possibility of reducing child mortality (including
infant mortality) through public and private investment, and (ii) the rele-
vance to development of reducing child mortality.

Regarding the first issue, the existence of very strong empirical connec-
tions between investment and mortality reduction is amply confirmed by
the observed regularity with which investments in such areas as nutrition,
immunization and child care dramatically reduce the rate of child mortal-
ity when that rate is comparatively high. Indeed, worldwide experiences
from Europe to Japan bring out how very effective even rather small invest-
ments in these fields can be.

If the issue of empirical connection is well established, then that of valu-
ation should also be well recognized. Indeed, the evaluative relevance of
mortality reduction in development performance is much more widely
accepted now than it was even a decade or two earlier. As someone who has
tried, for many years now, to argue in favor of the importance of mortality
reduction as a constitutive part of development,® I am happy to report that
opposition to that position seems now to be largely crumbling, at least at the
practical level. A reflection of this shift is the fact that Mahbub ul Haq’s
Human Development Reports, which began in 1990 as a rebellion against
accepted measures of development, have become an established part of
development literature. Not everyone may yet agree on the importance of
this perspective, and in some writings one still finds a defiant obduracy in
the tendency to distinguish sharply between “human development,” on the
one hand, and simply “development,” on the other—as if the latter takes

* In criticizing such measures as per capita GNP growth as the criterion of development (perhaps
in some inequality-adjusted form), in the early 1970s I proposed a compromise; namely, that of
having a “compound” criterion in which survival would be a crucial component along with income
(Sen, 1973). It is, however, necessary to differentiate adequately between the normative bases of
values of distinct concerns (including income and survival), rather than primarily seeking an
immediately acceptable compromise. On this issue, see Sen (1974 and 1984).
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note of the well-being of elephants and chimpanzees, in addition to
humans. In the practical literature on development, however, increasing life
expectancy and reducing mortality are now standardly taken as part and
parcel of development accounting, broadly understood. No matter what we
may think of such aggregate measures as the “human development index,”
which cannot but be defective (as any scalar representation of a complex
vector of achievements must be), the subject matter of life and death is now
well established in the development literature.

The issue is not just one of accounting acceptance, but also of conceptual
clarity as to how development can be seen as a consolidated process of
expanding human freedom, and why the reduction of child mortality (and the
associated alleviation of child morbidity) can be placed solidly in the core of
this integrated understanding. Avoidance of preventable mortality can be, in
itself, a major contribution to the process of development, since premature
death is a basic denial of the most elementary freedom of human beings. This
is not only because we value (and have reason to value) living a normal life
span, but also because most things that we want to do are helped by our being
alive. One has to be “quick” rather than “dead” (as the medieval distinction put
it) in order to accomplish many of the things we may value accomplishing.
Living is not only fun; it is also a great facilitator of things we want to achieve.

Health and Survival of Children

This rudimentary point, which is obvious enough, is worth acknowledging
explicitly. The issue is very broad, but it can be arbitrarily narrowed if our
perspective were to concentrate only on poverty seen as low income. Indeed,
the imperative to “break the poverty cycle” can be interpreted by some to be
mainly an instruction to battle against the perpetuation of low incomes.
But this interpretation would have the effect of significantly reducing the
reach and relevance of the topic.

Child mortality, which still claims an astonishing number of lives, has to
be seen as impoverishment in itself. Health care, public education, guar-
antees of food, and other measures that help to end the cycle of basic
impoverishment must get a central place in an integrated approach. And the
morbidities and sufferings associated with elevated child mortality also have
claim to public attention. These afflictions also represent violations of the
freedom of the very young to live in a way they can enjoy and treasure.
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Childhood Quality and Adult Capabilities

Having noted the immediate relevance of the health and survival of chil-
dren within a developmental perspective, we must turn to the connections
between childhood and adulthood. In his engaging book, The Twelve Who
Survive, Robert Myers plausibly argued that we cannot be concerned only
with the prevention of child mortality, but must also focus on strengthen-
ing programs of early childhood development in order for those children to
enjoy a fuller life. Enhancing the quality of children’s life, which is influ-
enced by such things as education, security, and the prevention of trauma,
can be a crucially significant part of development.

Indeed, the quality of childhood has importance not only for what hap-
pens in childhood, but also for future life. Enrique Iglesias, the president of
the Inter-American Development Bank, has noted that investments in early
childhood “are important in their own right because they pave the way for a
lifetime of improved health, mental and physical performance, and produc-
tivity. The right investments can go a long way toward minimizing and even
preventing a host of other economic and social problems, ranging from juve-
nile delinquency to teenage pregnancy to domestic and social violence.”

The capabilities that adults enjoy are deeply conditioned on their experi-
ences as children. Here again we must distinguish between different elements
in this interconnected picture. Investment in education and other features of
childhood opportunities can enhance future capabilities in quite different
ways. First, it can directly make adult lives richer and less problematic, since
a securely preparatory childhood can augment our skill in living a good life.
There is much social psychological evidence to suggest this.

Second, in addition to that “direct effect” on the capability to live a good
life, childhood preparations and confidence also contribute to the ability of
adult human beings to earn a living and be economically productive. The
lives of adults are enriched through these earnings and economic rewards.
Since that, in turn, influences the lives of their children and their future adult
lives, there is a transmission problem. This relationship, which may be called
the “indirect economic connection,” vastly supplements the force of the
direct effect of childhood quality on adult lives and capabilities. This con-
nection is important in general, but it is especially serious in the specific con-
text of female-headed households and female-maintained families (see
Buvini¢ and Gupta, 1997; Buvini¢, 1997). The indirect economic connection
must be an area of concentrated research and action in the years to come.
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The third connection is also indirect, but it relates to social linkages,
which can extend beyond purely economic ones. Our ability to live with
others, to participate in social activities, and to avoid social disasters, is also
deeply influenced by the skills we form as children. We know something
about these relationships on the basis of the existing literature, but this is a
field in which much social and psychological research still needs to be done.
Concerted action to enhance social capabilities deserves much more atten-
tion than it has received in the standard development literature.

There is also a fourth connection—a political one. The success of a
democracy depends on the participation of citizens, and this is not a mat-
ter of just gut reaction but also of systematic preparation for living as active
and deliberative citizens. These issues have been emphasized by various
political observers such as Habermas (1979) and more recently Putnam
(1993), among others (see also Chambers, 1996; Gutmann and Thompson,
1996; Bohman and Rehg, 1997.)

The childhood-adult connection has many distinct aspects. There is a need
to develop a framework of interactive analysis that pays attention to the diverse
elements in this relationship as well as to the manifest interconnections of these
elements. According to Earls and Carlson (1993 and 1998a), the experience
and quality of childhood have a profound impact on the capabilities of adults
to live successfully in society. While Earls and Carlson illustrate these intercon-
nections through their study of U.S. families (particularly in Chicago), there
are general issues here that apply to other countries as well, not least in the rest
of the Americas. We have a great deal to learn from each other.

Conclusions

I have commented briefly on a general approach to development that
enables us to view the issue of investment in childhood from an inclusive
perspective, as well as on some of the distinct elements in the adult-
childhood relationship that have to be more fully seized for an adequate
policy approach to this complex issue. It is important to see the diversities
involved, covering our interest in the survival and quality of life of children,
on the one hand, and the direct as well as indirect impact of childhood on
the capabilities of adults to live worthwhile lives. The connections cover the
direct skills associated with living as well as indirect effects through
economig, social and political linkages. This is a subject of profound impor-
tance. The challenges involved are of interest to the entire world.



Bringing in New Actors

GRO HARLEM BRUNDTLAND

n important message needs to be brought to political deci-

sion-makers: in the global development process, investing
in health matters. While investing in health in general is a well-documented
strategy for lifting populations out of poverty, investments in early child-
hood are particularly cost-effective and represent a sound example of
preventive public health policies.

The World Health Organization (WHO) actively reaches out to the inter-
national financial institutions to create a joint quest for better health and
better lives throughout the world. WHO and the development banks may
have different roles, but they do not live in different worlds. It is imperative
that all actors engaged in development work together toward common
goals.

Reliable overviews of the global burden of disease show that the leading
causes of mortality or disability traditionally have been respiratory infec-
tions, diarrhea and birth-related conditions. The leading risk factors are
malnutrition, poor water and sanitation. There has been no significant
change in the rankings of causes of mortality, disability or risk since 1965 or
even earlier. But even if the top causes of child mortality remain the same,
the levels for most of them have dropped significantly. Overall child mor-
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tality rates and life expectancy have greatly improved, and more children
survive the first five years of their lives than ever before.

Still, it is in child mortality where social inequalities have become most
visible. Most of the unfinished health agenda at the doorstep of the
21st century is explained by the persistence of childhood illnesses that we
have the tools to combat. Yet the application of those tools to all has failed
because of social inequality and inequitable health systems. The end result
is that improvements in child health over the past few decades have not been
shared by all. This is why causes of deaths that should no longer be a world-
wide problem continue to occupy the top ranks. It also means that we have
more children than ever to take care of. The improvements in science and
public health that allow so many more children to survive their first years
have handed us a new responsibility: Having secured children their survival,
we must ensure that they can have a healthy and stimulating childhood
that will prepare them for the challenges of life, and enable them to con-
tribute to the social and economic development of their countries and
communities.

Investing in early childhood means investing in poverty prevention. We
have known for a long time that poverty breeds ill health. What some have
long suspected, but which only recently has become evident, is that it works
both ways. That is, ill health perpetuates poverty and is at the root of the
poverty cycle. And, clearly, the way to break the intergenerational poverty
cycle is to focus on children. The world is making some headway in address-
ing these issues. Strong and cost-effective tools are now available to improve
the lives of the youngest children. Integrated approaches to children’s needs
that recognize the importance of early childhood care for survival, growth
and development have changed the way we look at strategies for helping
children living in poverty.

Areas that require attention are cognitive stimulation and the psychoso-
cial factors that affect child development. But the underlying foundation
for normal mental development is the absence of serious disease. A child
weakened by repeated attacks of diarrhea or malaria will benefit less from
cognitive stimulation and psychosocial interventions. Preventing or arrest-
ing the repeated assaults of illness on a young child is therefore an integral
and fundamental part of development efforts.

Nutrition is a key factor in these efforts. The effects of nutrition not only
on growth and physical development, but also on cognitive and social devel-
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opment, are well documented. A malnourished child is more vulnerable to
disease, and his or her cognitive development will be in peril, especially dur-
ing the first three years of life. Stunted physical growth is closely linked to
reduced mental development.

Intervention in childhood care and development to break the poverty
cycle need to start long before birth. Approximately 10 percent of the global
burden of disease is associated with failures to address reproductive health
needs. Many of these problems stem from adolescents becoming parents far
too early. The individual and societal costs of the 600,000 deaths from
maternal causes and 7.6 million perinatal deaths every year are staggering.
Failing to ensure that young people have the knowledge, skills and services
they need to make healthy choices in their sexual and reproductive lives
costs us dearly.

Investing in reproductive health is an investment in future health and
development. Reproductive health, nutrition and combating common early
childhood diseases must take a central place in any childhood development
program. Other development activities can spring from this. Health, nutri-
tion, and cognitive and social stimulation, as well as education, are comple-
mentary issues that lend themselves to cooperation across professional
boundaries. A child’s day is not compartmentalized into health, nutrition,
education and the like. We must ensure that health and education, nutrition
and social activities blend into one protective and nourishing environment
for the child.

One of WHO’s contributions to early childhood care and development is
the strategy for Integrated Management of Childhood Illness (IMCI). The
strategy is a product of lessons learned during the fight against childhood
diseases. Many previous and disparate strategies to combat single diseases in
children often missed opportunities, resulted in redundant efforts, and gave
mothers advice that was confusing or too narrow.

IMCI is important because it focuses on the youngest children (from
birth to five years old), who traditionally have been the most difficult to
reach. Tt is also important because it uses existing infrastructure as a start-
ing point: local health workers are given training and support to assist chil-
dren and parents. A child brought to a clinic with diarrhea will be treated for
that complaint, but will also be checked for acute respiratory infections and
other diseases and receive a nutritional assessment. In one integrated con-
sultation, the child will be vaccinated, and the mother informed about
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breastfeeding, other aspects of nutrition, and other preventive measures
such as the importance of mosquito nets in malaria prone areas. These
efforts to improve health worker practices are complemented in the IMCI
strategy by improvements in health infrastructure and by focused efforts to
change key family and community practices.

IMCl is a relatively new strategy, yet some measures of success are already
in evidence. In Uganda, one of 109 countries worldwide that have adopted
the IMCI strategy to date, one baffled mother coming out of a health station
in a small village last year asked suspiciously whether there had been a
major pay increase for nurses, since the health workers now actually talked
to her at length and showed unusual concern for her child. In Brazil, one of
the 19 Latin America and the Caribbean countries that use IMCI, data from
a research study suggest that nutritional counseling for mothers in poor
rural areas by health workers trained in IMCI has pretty much eliminated
the drop in weight that had been normal for babies in the transition period
from mother’s milk to ordinary household food.

The strategy also emphasizes that no opportunity to immunize a child
should be missed. Childhood immunization is an area of considerable
achievements. The proportion of the world’s children who are vaccinated
has risen from less than 5 percent in the 1970s to around 80 percent in 1999.
More recent and detailed estimates suggest that it was around 73 percent in
2000. But maintaining coverage at these levels is an ongoing task, and
extending this basic service to all children is an unmet challenge. There is
still a long time lag between the introduction of new vaccines into the devel-
oped world and the availability of those same vaccines to the world’s less
privileged children. Creative financing mechanisms are part of the solution
to these outstanding issues. The key is teamwork across disciplines and
agencies.

Real societal changes require a multifaceted approach that incorporates
education, nutrition, health and social components, as well as economic
considerations. For example, once the economic implications of environ-
mental degradation were understood, the environment was transformed
from being a cause to becoming a real societal issue of interest to major
players. The same is true for health.

Thus, in order to achieve progress and results in childhood development
and reduce the intergenerational transmission of poverty, we need working
partnerships. Often the best partnerships are those that are forged between
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unorthodox entities. When people with vastly different backgrounds come
together with a shared purpose, creativity is released and expertise is used in
innovative and constructive ways. To this end, the World Health Organiza-
tion is cooperating closely with the World Bank and the International Mon-
etary Fund, as well as with the regional development banks.

Economic crises in Asia and Latin America have brought home the need
to protect and strengthen social sector activities and ensure low-cost and
universal health and education systems for all. “Trickle-down” economics
does not work on its own. Although this fact may be obscured during good
economic times, it becomes glaringly apparent during recession and crisis.
Nowhere is the need for intervention greater than in ensuring that children
get the childhood to which they have a right. Research now shows that there
are important economic benefits to be reaped from investing in early child-
hood.

But interventions need to be cost-effective. It need not cost a lot to make
substantial improvements in children’s conditions. But poorly designed
programs can easily become failures, wasting meager public resources and
making it harder to convince decision-makers next time around that child-
focused programs are of value.

When prime ministers and finance ministers are told that early child-
hood development is also their business—that wise investments yield real
results—then they will listen in a different way and consider changing their
traditional priorities. When they see that there are sound and cost-effective
strategies, and that they are backed by world-renowned expertise, then there
is real hope that they will actually allot money for them. We have the exper-
tise, we have a growing number of cost-effective strategies, and we have a
willing and competent financier. In short, we have what it takes to improve
conditions for the children of the Americas and the rest of the world.
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The Impact of Early Childhood
Intervention on Economic
Growth and Equity

MIGUEL URRUTIA

n the early 1970s in Colombia, a group of economists learned of

research by nutritionists, some of it carried out in Colombia,
that showed that malnourished children became seriously impaired physi-
cally and intellectually, and that the harm produced might not be reversible.
As a result, the government’s development plan for 1975-78, whose objec-
tives were poverty reduction and better distribution of income, included an
infant nutrition program as a strategic objective. The program—which was
called “Closing the Gap,” a reference to the policy of reducing inequality—
analyzed the benefits of an infant nutrition plan in terms very similar to
those that are now used to justify early childhood intervention projects
(Departamento Nacional de Planeacion, 1975). It was based on several key
assumptions:

® An adequate diet has a beneficial impact on the health of children and
mothers, and therefore decreases the call on funds from the public health
system.

® The elimination of malnutrition positively affects the productive physi-
cal and intellectual capacity of the labor force in present and future
generations.
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® An appropriate nutritional intervention improves the productivity of
educational investment by increasing the study and absorption capacity
of students, as well as by reducing school dropout rates.

® Since a large proportion of Colombia’s food is produced by smallholders,
a food supplement program benefits the poorest agricultural producers
by increasing the demand for foodstuffs. The food coupon initiative
included a nutrition education component and was implemented
through health posts and preschool centers.

The nutrition program was presented to the World Bank, which
approved a loan for its implementation in record time. At the same time, the
Inter-American Development Bank and the World Bank approved loans for
ambitious integrated rural development projects that were to increase food
production and, in turn, improve nutrition.

The evaluation of the nutrition plan was quite positive, but the food sup-
plement program was discontinued during the fiscal crisis of the 1980s
(Uribe Mosquera, 1983a and b). Clearly, the benefits of the program had not
created powerful stakeholders to defend it. The integrated rural develop-
ment programs were fairly successful, unlike the experience in many other
countries, and these programs continued, with ups and downs, for 20 years.
The programs turned out to be more popular politically, in part because
community participation mechanisms were included in the projects.

During the same period when this range of programs was implemented,
the government in 1974 passed a 2 percent payroll tax to finance the estab-
lishment of day care centers at or near places of employment of working
mothers. The tax, which later was increased to 3 percent, produced (and
still produces) substantial revenues and freed the Family Welfare Institute
(Instituto de Bienestar Familiar), which supports the day care centers, from
budget cuts during times of fiscal adjustment. The day care center program
has expanded substantially and has also traditionally provided nutrition
supplements.

The first lesson that can be drawn from the implementation of this plan
is one of political economy. Why do some early childhood interventions
survive and others not? The Colombian experience suggests that the design
of the programs must consider the creation of groups ready to defend them.
The Planning Department coordinated the various activities of the nutri-
tion program with the many executing agencies involved, but none of the
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agencies considered the program to be its own. An added element was that
the Planning Department is an institution made up of high-level tech-
nocrats with high turnover and many objectives. It is certainly not the type
of bureaucratic institution that depends on a specific program to receive a
budget or for institutional continuity. In fact, the idea to discontinue the
food supplement program came from the head of the department after a
change in government.

The childcare program, on the other hand, was given independent
resources and was in charge of a permanent bureaucracy whose main objec-
tive is child development. Children and mothers of poor families have little
political clout, but a dedicated bureaucracy can successfully defend social
programs, as long as care is taken that the bureaucracy does not absorb the
bulk of resources to pay for its own salaries, as has happened with the
teacher’s union in Colombia and other countries. Employed women are also
more likely to organize to defend day care centers (which they need in order
to work) than pregnant or lactating mothers are able to organize in defense
of food supplements.

The nature of the nutrition problem also changed rather rapidly in
Colombia. Uribe Mosquera (1987) has shown how malnutrition shifted
over the short span of a decade (1972-81) in Colombia from being pre-
dominantly a rural phenomenon to being primarily an urban problem.
Economic growth and improvements in income distribution had the effect
of lowering malnutrition from 40 percent of the poorest segments of the
population in 1971 to 10 to 20 percent in 1981. By that same year, the risk
of malnutrition had become higher in urban than in rural areas. Food inse-
curity went from being 70 percent rural in 1972 to 60 percent urban in
1981. These changes required major strategic adjustments in the nutrition
programs, but those changes were never implemented.

The New Consensus on Early Childhood Intervention

Even during implementation of the nutrition program, there were other
more integrated childhood intervention programs being carried out in
Colombia that yielded impressive results in terms of health and school
performance of the participating children. Of particular note was the
health and day care program implemented in Cali by the Fundacion de
Investigaciones de Ecologia Humana (McKey et al., 1978). The problem with
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the program, however, was that it had a high cost per child. Generally speak-
ing, early childhood care and development programs are expensive, so it is
important that their design ensure a high benefit/cost ratio.

The most effective programs aimed at early childhood appear to be those
that combine nutrition, health care and cognitive development compo-
nents. Programs that integrate health and school performance are much
closer to what today is considered the most advisable type of early child-
hood intervention programs.

The renewed interest in early childhood is stimulated by a growing body
of evidence from a diverse array of disciplines that confirms, once again,
that early childhood, from conception through at least age 3, is critical to a
child’s development. Research and clinical work have found that the expe-
rience of the infant and young child provides the foundation for long-term
physical and mental health as well as cognitive development (Karoly et al.,
1998). Early childhood interventions are formal attempts by agents outside
the family to maintain or improve the quality of life of youngsters, starting
with the prenatal period and continuing through entry into school.

The effects of health care, nutrition and mental stimulation on children’s
mental and emotional growth—as reflected in their ability to master ever
more complex activities as well as their physical growth—are synergistic
and cannot be broken up into separate domains. Integrated programs,
therefore, seek to address all of children’s basic needs. In addition to food,
protection and health care, childcare programs must also provide affection,
intellectual stimulation, supportive human interaction, and opportunities
and activities that promote learning (Young, 1996).

If improved life chances only occur as a result of actions in all these areas,
it is clear why early child development interventions can be quite costly.
Given limited government budgets, such programs will not be implemented
unless the benefits exceed the costs by a substantial amount. It is useful,
therefore, to list some of the benefits of these programs.

The most immediate benefit of early child development interventions is
to facilitate the participation of low-income mothers in the labor force. This
reduces poverty, improves nutrition, and reduces fertility. While the benefits
for children will only be evident after many years, longitudinal studies show
that the influence of early environment on brain development is long last-
ing. Evidence from some studies shows that infants exposed to good nutri-
tion, toys and playmates had measurably better brain function at 12 years of
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age than those raised in a less stimulating environment. This is particularly
true for participants in these programs that come from the poorest house-
holds. Participating children have higher school enrollment rates and less
grade repetition, and fewer of them drop out of school. Not surprisingly,
evaluations of some U.S. programs in which participating children were
subsequently monitored for more than two decades reported that their
incomes at age 27 were much higher than those of nonparticipants (Karoly
et al., 1998). Childcare centers allow girls to go to school instead of staying
at home to care for their younger siblings. In a survey of U.S. programs, the
Rand Corporation was able to identify four that attempted to measure
crime and delinquency among youth when they were followed at older ages
after having participated in early childhood care and development pro-
grams. In all four cases, there was a lower incidence or seriousness of juve-
nile offenses for those in treatment versus control groups (Karoly et al.,
1998). By itself, this finding would justify early childhood care and devel-
opment programs in Colombia and other Latin American countries where
crime is a major problem.

Quantifying the Benefit/Cost Ratio of Early
Childhood Development Interventions

To justify early childhood development programs, evaluation methodolo-
gies should be designed that allow for the quantification of program bene-
fits. Unfortunately such methodologies have seldom been included in these
programs. In particular, control groups have not been identified and fol-
lowed for comparison purposes with the children who participate in the
programs, particularly in Latin America.

As mentioned, however, some programs in the United States have pro-
vided sufficient information on participating children and control groups.
In addition to its finding of lower crime rates, the Rand surveys of the liter-
ature on these programs identified substantial benefits for participating
children as well as resulting savings for the government in terms of lower
use of welfare funds and special education resources.

In the U.S. programs, these savings were higher than program costs, but
they may be lower in developing countries, where there are fewer welfare
programs. However, an evaluation of Bolivia’s Integral Program for Early
Child Development (Proyecto Integral de Desarrollo Infantil—PIDI) esti-
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mated benefit/cost ratios of between 2.38 and 3.10 (van der Gag and Tan,
1998), implying a very high rate of return on the investment. Most of the
measured benefits can be explained by the improved level of schooling for
PIDI participants, which in turn generates more highly productive workers.
The increase in labor force participation of the mothers also increases
family income significantly.

The lack of adequate evaluation procedures, however, does not allow the
identification of those early childhood intervention programs that yield the
most benefits. Given the high cost of the programs, it is crucial that their
design allow for such evaluation so that the most efficient combination of
interventions can be adopted.

Low-cost vs. Costly Integrated Programs

From 1982 to 1986, Turkey’s Early Enrichment Project, in an effort to iden-
tify the optimal combination of home- and center-based custodial and
educational day care services, studied the effects of different approaches on
preschool children. While educational day care got the best results in all
measures of psychosocial development, children whose mothers had
received training and outside support also showed significant gains (Young,
1996). Since the latter system is less costly, it is more attractive for cash-
strapped governments. On the other hand, the benefit/cost ratio may be
lower and there may be less promotion of equal opportunity for all
children. In Turkey, it was decided to use the cheaper model (parental edu-
cation) instead of center-based care.

Although less desirable from the point of view of improving income dis-
tribution and creating equal opportunities for all, the lower cost programs
may still have high rates of return on investments in human capital. Such
seems to be the case of the Bolivian PIDI project, which consists of infor-
mal home-based day care centers where children receive nutrition, health
and cognitive development services.

The environment of the home-based programs may be, however, less
than optimal. In the Colombian Hogares de Bienestar program, day care is
provided in the homes of volunteer mothers. It appears that these homes
often have inadequate sanitation, dirt floors and too small a space per child,
and lack sufficient educational and play stimuli for the children. In addition,
day care volunteers do not recognize the signs of malnutrition, nutrition
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supplements are inadequate, and there is very little health training of day
care helpers and mothers. Those deficiencies may seriously diminish the
benefits to the children (Instituto Colombiano de Bienestar Familiar, 1997).

It is interesting that the agency in charge of the program resisted for
many years an independent external evaluation, which when done, identi-
fied the problems described. On paper, however, the program looked
impressive. It covered 745,100 children up to 6 years old, and 84 percent of
the target group was from the poorest two of six economic strata. An inad-
equate evaluation procedure makes it difficult to say whether the program
produced tangible benefits. What has been shown, however, is that the bet-
ter-quality day care centers do produce better results than the average for
the program in terms of nutrition, health, and psychosocial behavior (Insti-
tuto Colombiano de Bienestar Familiar, 1997).

In most social programs, high costs result from salary payments. It is a
mistake, then, to skimp on physical infrastructure and didactic and cooking
materials for day care centers. Investment in such centers would guarantee
a better environment for the child, and yet most of the cost of the program
would continue to be payments to volunteer mothers and the administra-
tive apparatus of the program.

Another interesting finding of the evaluation of the Colombian program
was that the health and nutritional status of children was highly dependent
on the prenatal care received by the mother, which is not a component of the
early childhood intervention program. The nutrition program of the 1970s
had such a component in the form of food coupons distributed by health
centers at the time of prenatal visits. The coupons were a good incentive for
mothers to go to the health centers. The nutritional supplements and health
education and care provided on the visit helped avoid low weight babies. It
would seem that a coordinated approach through health and day care centers
might be an effective way to reach children from birth to 6 years old.

In summary, although the best early childhood intervention programs
may be those that are well targeted and integrated, it may be possible to
increase coverage by designing more participative programs with volunteer
or semi-volunteer helpers. It is important that salaries for staff not represent
too great a proportion of available revenues.

Despite the emphasis that has to be put on avoiding large expenditures,
it should be mentioned that the cost of equalizing access to education,
including preschool education and health services, is estimated by some at
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about 1 percent of GNP for most Latin American countries. This is a small
price to pay for breaking the vicious cycle of the intergenerational trans-
mission of poverty.

Conclusions

In many Latin American countries, progress in poverty reduction and
improvements in income distribution have been very slow. One of the
major causes for this has been the exceedingly slow progress toward univer-
salizing education. Despite investing a substantial proportion of GNP in
public education, many Latin American countries have school enrollment
rates that are lower than might be expected. According to UNESCO, while
Colombia spent 3.5 percent of GNP on public education, Hong Kong spent
2.8 percent and Korea 3.7 percent. Yet in Colombia, only 61 percent of an
age cohort finishes the 5™ grade, compared to 100 percent completion in
Korea and Hong Kong.

Clearly, if better access to education is a precondition for improving
income distribution and reducing poverty, then measures must be taken to
increase enrollment and retention rates, and to lower grade repetition. All
evidence suggests that the best way to achieve these positive changes is
through early childhood intervention programs of the sort described here.
Universal coverage in primary and secondary education not only improves
income distribution; economic growth models also show that increased
education is a major determinant of rapid economic development.

Early childhood intervention programs provide other valuable benefits,
such as greater opportunities for women, higher female labor force partici-
pation rates, decreased fertility, and better health. An additional benefit of
great value is a probable decrease in the incidence of crime and antisocial
behavior, which can be attributed to better interpersonal relations within
the family and less domestic violence.

Still unclear is the type of early intervention that is most effective.
Clearly, the effects on a child’s potential are better if the program includes
health and nutrition monitoring, day care, and preschool education. But
such a program can be quite expensive, and most developing countries have
limited fiscal resources. There is, therefore, a need to determine which
program components produce the desired benefits at a reasonable cost, par-
ticularly in terms of school enrollment and retention.
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Determining an adequate program design will require that all projects
include a methodology for following up on participating children and com-
paring them to a control group. The resulting benefit-cost analysis can help
determine the type of programs that should be carried out in the future.

Defining the technical aspects of the programs is important because, in
the absence of some degree of scientific consensus on what components the
programs should include, there will be implementation delays. When the
Colombian nutrition plan was being prepared, there were continuous dis-
cussions on whether to attack protein or calorie deficiencies, and about
which type of food supplements to provide. Determining which agency
should be in charge of which service, and how to target the programs to the
poor, were exhausting processes.

International experience has now provided answers to many of the tech-
nical problems concerning the design of early childhood intervention
programs. But serious evaluations can help to determine the degree of
acceptable trade-offs between lower quality and less professional services
delivered at low cost, and higher quality but more expensive programs. Clear
research results will strengthen arguments about the value of investing in
programs for vulnerable children, help determine which programs are the
most effective, and head off many delays in design and implementation.
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How to Invest in Early
Childhood Care and
Development

ROBERT G. MYERS

here are a number of arguments that make a convincing

rationale for investing in early childhood care and develop-
ment: human development, economic gain, social equity, social values,
social mobility, social change and human rights.

Human development: Scientific research demonstrates forcefully that the
first years of life are critical in the formation of intelligence, personality and
social behavior throughout the lifecyle.

Economic gain: Society benefits economically from early child develop-
ment through increased production by the parents or caregivers whose time
is freed to earn and learn, and by the children themselves when they become
adults. Investing in early childhood also saves money over the long haul in
terms of programs for health, education, crime and others.

Social equity: Providing children with a “fair start” in life makes it possi-
ble to moderate distressing social and economic inequalities. It helps
children and families escape from poverty, and provides more equal possi-
bilities for women.

Social values: Humanity transmits its values through children, and this
process begins in the earliest years of life. The process of perpetuating and
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preserving the desired social and moral values that are the basis for respon-
sible citizenship needs to begin with young children.

Social mobilization: Children provide a rallying point for social and
political actions that benefit the broader community and that can build
consensus and solidarity.

Social change: The increasing survival of vulnerable children, changing
family structures, migration to cities, increased participation of women in
the work force, and other changes affect child care, socialization and educa-
tional styles and needs. These changes require new responses.

Human rights: Children have a right to develop to their full potential.

This compelling combination of arguments for investing in early child-
hood care and development suggests it is now time to move on from asking
“why invest?” to such questions as: “How should we invest?” and “What
works?” The sections that follow address these questions by setting out
strategies and guidelines that experience and evaluation have suggested
should lead to effective outcomes.

What Can We Do? Six Strategies

What needs to be done and what will work depends, of course, on particu-
lar circumstances. The situation of children in a rural extended family,
whose livelihood is subsistence agriculture, will be very different from that
of children in a single parent, female-headed urban household, where the
mother works in the informal sector or in a factory. Child rearing practices
in an indigenous culture will differ from those in a mestizo culture. Children
of migrant workers face different conditions than those who live perma-
nently in one place. The situation will differ depending on whether or not a
family has access to clean water and health services, there is a prevalence of
diseases such as malaria, there is enough food to put on the table, the com-
munity is isolated or accessible by road, and so forth. Both poverty and child
development needs take on a different tone in these varied settings.
Because conditions can vary so widely, there is no unique and universal
formula for creating an early childhood care and development program.
Nevertheless, the process of child development itself provides some com-
mon elements that must be considered in any program. Child development
is multi-faceted, involving physical, mental, social and emotional dimen-
sions. Therefore, programs must include components for health and nutri-
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tion as well as education and socialization. The priority given to these dif-
ferent dimensions will vary among settings. For example, if basic nutrition
and health conditions seem to be met, but there is little attention to educa-
tional stimulation, emphasis may need to be placed on getting parents to
talk more to their child, or on providing alternative settings where a child
will receive the kind of stimulation that a family is not providing. The over-
riding principle, however, should be that the child receives integral atten-
tion. The development of a child is a continuous process beginning before
birth. Therefore, regardless of the setting, we need to be concerned about
the child from conception onward. This means that programs must be con-
cerned with mothers during pregnancy just as they are with the child at
later stages. Child development occurs as a child, each with his or her par-
ticular genetic make-up, interacts with the surrounding environment.
Therefore, programs should try to change harmful elements of that envi-
ronment just as they try to change the child.

The environment with which a child interacts, and which influences how
a child develops, has various levels. A child develops within the contexts of
family, community and society, with established institutions such as the
school and church, and in a culture with certain beliefs and practices. Each
of these contexts provides a possible roadmap for investments in early
childhood. There are six different but complementary strategies that can be
adopted.

Strategy 1. Attending to Children Away from the Home

The immediate goal of this center-based direct approach is to enhance child
development and learning by creating an environment that complements
(and sometimes substitutes for) the home. This is the strategy that most
frequently comes to mind when people talk about early childhood pro-
grams. Within the public sector, the most common response is to think in
terms of formal preschool programs directed to children in the year before
they enter primary school. However, there are other forms of care and early
education that may be as, or more, important than a formal preschool.
Attention can and should be provided at earlier ages. A center-based
approach can involve informal as well as formal preschools; government,
community-run or business-related childcare centers and creches; day care
arrangements (in which a person cares for a group of children in her own
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home); organized playgroups; and attention to mothers and children in
health centers.

There are any number of examples of early childhood development sys-
tems that function well, with benefits for both children and families. An
extraordinary system of center-based early education in place in France
entails virtually 100 percent coverage for children from age 3 onward. In
Sweden, over 50 percent of all children from ages 1-6 are in full-day, high
quality child care centers; another 14 percent are in home day care arrange-
ments; and yet another 6 percent are in a preschool group.

An example in Latin America is the privately operated, community-
based center in Mexico City run by Dofia Concepcién Arista. Women from
the community have been trained to handle a Montessori curriculum that
was modified to take local culture into account. They provide a stimulating
experience in active learning, appropriate to a child’s level of development,
for the 100 plus children enrolled. Parents can enroll their children for only
three hours a day or for a longer period depending on their needs.

Approximately one-fourth of all children in low-income areas of Mexico
City are enrolled in childcare or pre-school centers classified as private or
community centers, either because there is no access to public services or
because the quality of the community centers is judged to be better. Unfor-
tunately, these centers, which serve an important social function, often have
financial problems because they cannot charge parents what it costs to run
the program. In large part, such programs continue to function because
energetic and dedicated women like Dona Concepcién are willing to work
for the good of others.

Strategy 2. Supporting and Educating Parents
and other Family Caregivers

This approach aims to educate and enable parents and other family mem-
bers in ways that improve their care for and interaction with the child. Fam-
ily members are part of a child’s social and emotional environment and are
also responsible for the physical environment that affects a child’s develop-
ment. Family caregivers can be educated through programs of home visits;
in adult education or literacy courses; within nutrition or health education
programs; through child-to-child programs; by using mass media; or as part
of a general community development strategy.
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In European countries, support to parents is provided through such
means as direct child subsidies or tax exemptions, liberal maternity benefits,
work leave programs, and housing subsidies. These approaches are not
likely to be as feasible in most of Latin America, both for financial reasons
and because of their potential effect on population growth. But they can
form part of much longer-term thinking.

An illuminating example of a successful parental education program
comes from Turkey, where a national program was established to help moth-
ers become better caregivers and teachers of their children. The program,
which developed over 15 years, involves collaboration between a non-
governmental organization (the Mother-Child Education Foundation) and
the government (through its Department of Adult Education and the Social
Welfare and Child Protection Agency). It is built around weekly group meet-
ings with mothers that are designed to increase their sensitivity to children’s
social and emotional needs, and to help foster their cognitive and psychoso-
cial development in the home environment. The program has been extended
to more than 50 provinces and has reached over 40,000 families. Evaluations
have consistently shown lasting benefits to the children during their primary
school years as well as positive changes in the mother-child relationship, in
the mother’s attitude, and in relationships with the father.

Strategy 3. Promoting Child-centered Community Development

Child-centered community development places emphasis on addressing
community conditions that may adversely affect child development. This
strategy takes the welfare of children as an entry point for fostering com-
munity initiative, organization and participation in a range of inter-related
activities to improve the physical environment, knowledge and practices,
and the organizational base of community members, thereby benefiting
children and the community at large.

In Colombia, a project called PROMESA operated by the Centro Inter-
nacional de Educacién y Desarrollo Humano (CINDE) combines the child-
centered, community-based approach with a parental education approach.
The project began in four villages along the isolated Pacific coast of Colom-
bia, where most families live in extreme poverty, eking out a living from
fishing or subsistence farming. The children often fail to finish primary
school, and malaria is rampant. The project began by working with
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100 mothers, 25 in each village, who met weekly to discuss with a promotora
how they might create a better environment to improve the health and
intellectual development of their children. The project quickly moved from
a focus on the use of toys that foster cognitive development to a broad set of
health and nutrition actions involving others in the community, and then
on to income-generating projects. All of this was done in the name of the
healthy development of young children. Some of the mothers took on the
role of “multipliers.” The program also led to the establishment of commu-
nity organizations and collaborative actions involving other NGOs, the
national and state government, and the community, with some financial
support from international organizations. Over a period of 20 years, the
project grew from 100 to 7,000 families.

A somewhat similar process was developed on the northern coast of
Colombia by the Proyecto Costa Atldntica, a program of the Universidad del
Norte to provide comprehensive attention to young children in selected
communities. The needs of children served as a stimulus to community
organizations to resolve common problems affecting the community in
general. The project was carried out in collaboration with the government’s
Family Welfare Institute, which imparted a local tone to a national program
by adapting it to local needs and facilitating community management. This
program led to improvements in literacy, health and housing, as well as
improved childhood development and school performance.

These two projects illustrate many of the programming principles that
will be set out in the next section, including an integral and multi-faceted
approach focused on marginalized families; the importance of community
participation, adjusting to cultural differences, and starting where people
are in terms of their needs and knowledge; the need to take a long-term
perspective; an inter-generational approach benefiting adults as well as chil-
dren; and working in partnership. Along with the broader Colombian
Home Day Care Program and others, these programs also illustrate the idea
that coverage can result from the sum of various efforts, adjusted to local
circumstances and employing different models.

Strategy 4. Strengthening Institutional Resources and Capacities

The many government and civic institutions involved in early childhood
care and development need adequate financial, material and human
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resources to do a proper job. This strategy may involve training or technical
assistance, or experimentation with innovative techniques and models to
improve the available technology.

Strategy 5. Improving the Legal, Regulatory and
Policy Frameworks

This strategy might involve reforming a national constitution, passing new
laws, establishing national committees, or incorporating an early childhood
dimension into regular planning and reporting processes.

Strategy 6. Strengthening Public Demand and Awareness

Directed toward affecting the broad cultural ethos that influences child
rearing, this strategy concentrates on the production and distribution of
knowledge in order to create awareness and demand in the population at
large and promote social participation.

Programming Principles for Early Childhood
Care and Development

Whether an early childhood program is center-based or directed toward
parents or a child-centered community program, there are a number of
principles or guidelines that, experience suggests, should be followed if
investments are to have maximum effect.

Place projects and programs within a larger policy and programming frame-
work. Often, successful early childhood care and development programs are
inserted in, or lead out to, broader social actions in such areas as health,
education, employment, women’s rights, housing, or even crime preven-
tion. It is useful, therefore, to look for logical ways in which existing poverty
programs can incorporate an early childhood development component, as
well as examine how freestanding care programs can be established.

Focus on high-risk families. In general, this means giving priority to low-
income and socially marginalized families and groups who live in rural
areas, are of indigenous origin, or work in the informal sector. This priority
derives from studies suggesting that, in most cases, children who are at the
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greatest disadvantage can benefit the most from interventions. It is also
consistent with equity concerns.

Be participatory and community-based. This means involving families
and communities in meaningful ways as partners in project planning,
implementation and evaluation. It involves building on and reinforcing
what families and communities are doing right, rather than just identifying
what is wrong and trying to fill in with “compensatory” programs.

Be flexible and adjust to different sociocultural contexts. Early childhood
care and development is closely tied to culture as well as to economic and
social conditions. What to do and how to do it depends very much on the
context. This leads to the uncomfortable, but inevitable, conclusion that
there is no one formula to follow. Fortunately, however, we can draw upon
accumulated experience in a wide variety of contexts.

Seek quality. What constitutes quality in early childhood care and devel-
opment? The most important element of quality resides with the people
who are selected and trained to be caregivers and educators. Following an
established and proven curriculum also enhances quality. Safe, clean and
healthy environments are also crucial, but these can be created without con-
structing fancy or large facilities.

Take an intergenerational approach, benefiting other members of the fam-
ily, especially mothers. One important corollary of this principle is that atten-
tion should be given to whether proposed programs place additional
burdens on mothers and other family members, or help to free up time for
them to earn, learn and develop themselves. In most formal preschool
programs, for instance, hours are short and inflexible, focusing on the
education of children without taking into account the needs of parents. This
means that the programs do not help women to enter the labor force in
productive jobs.

Seek cost-effectiveness. Without dwelling on this principle, it is important to
note that it depends as much on how effectiveness is defined as it does on costs.

Work together. Co-participation, co-responsibility or partnership are essen-
tial not only because early childhood care and development is of such impor-
tance and magnitude that we need to combine resources, but also because
involving governments, social organizations, private enterprise and commu-
nities can help to improve the design and implementation of programs.

Incorporate monitoring and evaluation into programs from the outset. It is
critical to know how to make adjustments and whether the program has
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accomplished what it set out to do. We need also to increase our knowledge
of what works better in order to improve future programs.

Costs and Financing

The cost of an early childhood care and development program depends on
such choices as the coverage desired; the range of services provided; the char-
acteristics of the population served (age, healthy vs. handicapped, malnour-
ished); the location of that population (isolated rural communities vs. urban
areas); the child-to-staff ratios; and the particular model or strategy chosen
(center-based, home visits, mass media approaches). The diversity of early
childhood programs is reflected in a comparably broad range of (unit) costs
that, according to one study, vary from $28 to nearly $3,400 per child per year.

Programs Need not be Expensive to be Effective

This point was brought home forcefully during a visit to a rural center in
Karnataka in India, where [ witnessed what might be called the Indian rope
trick. An extraordinary woman there, Indira Swaminathan, invented her
own cognitive curriculum. Among 25 items in her “cognitive kit” was a
three-meter rope to work her magic—hardly a costly item. Arriving at a
one-room village preschool center, we found 40 children who had been
arranged in a circle, most of whom sat inertly and with rather blank stares.
I watched as Indira tied the ends of the rope together and then placed it in
the hands of the group of assembled children, now connected together in
the circle by the rope. She then took her place in the circle, sitting between
two of the children and began a series of routines that helped children learn
the concepts of up and down, to identify the shape of a circle and a triangle,
and to work as a group. This was fun and, within moments, children who
had been outside the circle began to clamor to be part of the game. Eyes
began to shine and minds began to work.

How Can Early Childhood Care and
Development Programs be Financed?

Financing must come from a combination of institutions and groups, includ-
ing (1) the government (from general revenues or linked to special taxes such
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as social security, a payroll or property tax, a tax on license plates, or from
special activities such as lotteries or, as in Mexico, running a national pawn
brokerage); (2) parents and families (through the payment of fees or contribu-
tions in kind or in time); (3) community and other social groups (through their
specific budgets or by organizing donations of time or money); (4) the private
sector (by paying taxes, but also by engaging in philanthropy and by companies
using their own budgets for social ends in enlightened self-interests); and
(5) international institutions (by providing funds on a grant or loan basis).

What Different Sectors Can Do

Public Sector

® Increase the budgetary priority given to early childhood care and devel-
opment.

e Establish national councils to help integrate program lines and to re-
examine laws pertaining to the care and development of young children.

® Support mass education campaigns directed toward parents.

Civil Society

® Identify and provide technical support community programs for early
childhood care and development.

® Provide needed analyses of the status of children and evaluations of
ongoing programs.

® Promote, organize and operate early childhood programs.

Private Sector

These suggestions go beyond paying corporate taxes or contributing to
social security, which in some countries includes the right to childcare.
There are many possible ways to get involved and build partnerships.
Thinking first in terms of their own employees, businesses might:

® Establish and run centers within their own workplace or provide a child-
care subsidy to employees so that their children can attend centers run by
others. This can increase employee satisfaction and reduce absenteeism.

® Where not provided through the formal social security system, lobby for
a program of benefits that includes leave to care for newborns.
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o Offer flexible time to employees to participate in parental education pro-
grams provided within or outside the workplace (this has been done in
Turkey).

In several of these cases, it would be logical to think that a firm might be
exempted from child-related social security payments if it established its
own program. But looking beyond one’s own immediate employees, it is
possible to imagine other roles for the private sector that would improve a
company’s image and hence its business. For instance, businesses might:

e Organize or contribute to philanthropic efforts benefiting children,
either directly by a business or through contributions (in cash or in kind)
to, for instance, a social development fund designated to support com-
munity-based early childhood programs.

e “Adopt” a center in an area where the business is located or where
employees live.

® Provide organizational and administrative assistance on a pro bono basis
to community-based and privately run centers, seen as small social busi-
nesses, helping them with accounting systems and perhaps with
fundraising.

e Participate in information campaigns by donating advertising talent or
time, or by including child development messages in flyers or billings.

e Partner with public service agencies in supporting early childhood care
and development programs.

Conclusions

Investing wisely in early childhood care and development is a great chal-
lenge, but there is knowledge and experience to draw upon. If we combine
that knowledge and experience with will, dedication and persistence, we can
anticipate enormous benefits to children, their families and communities,
and society in general. Today’s children will be responsible in the 21st cen-
tury for achieving economic growth with social justice, for halting the
devastation of our environment, and for building a world in which neigh-
bors and nations can live together in peace. Providing them today with early
experiences that are healthy and satisfying will give them the roots and
wings they will need to be the dreamers, builders and leaders of a better
tomorrow.
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Investing in Children:
The Role of the State in
Unequal Societies

NANCY BIRDSALL

nvesting in children is key to the kind of development that

improves people’s lives by improving their capabilities. This
essay addresses the question of why governments should intervene in the
lives of small children, who are clearly the responsibility of families. It also
looks at the difficult politics of investing in children.

Why should the state intervene at all in early childhood development?
The answer is because there is an even a more compelling truth behind the
dry statements of economic logic about the high returns to investing in chil-
dren and the presence of capital and other market failures that may imply
lower investment by families than they or society would like. In unequal
societies, with high levels of poverty and high concentrations of income,
interventions to help children are win-win measures that are good for both
social equity and economic efficiency.

Most Latin American countries have enthusiastically embraced a broad
set of market reforms—including fiscal rectitude, monetary discipline,
privatization of state enterprises and trade liberalization—designed to cre-
ate a competitive, or level, playing field. These reforms in essence increase
the value of assets such as land, physical capital, information, and, most of
all, education. Those who already have these assets come to the market game
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equipped to play. Whether they do well or not depends on their skill and
energy. But some players, including all too often the children of the poor,
arrive at the game without the assets and other equipment necessary to play
well. They may not even have the proper uniform that is a prerequisite for
taking the field. If they do manage to enter the game, they are likely to lose,
and may eventually abandon altogether the effort to play.

Early childhood intervention programs fundamentally are about provid-
ing all children the opportunity to enter the game with a fair chance to
win—that is, with the proper equipment and training to ensure that
competition is fair. In the unequal societies of Latin America, there will oth-
erwise be a smaller pool of eligible players, fewer teams, and a less produc-
tive league. A level playing field even at age 6 may already represent an
unfair contest for children who are malnourished and have never had a
book read to them. Ideally it is parents who ensure that their children get a
fair chance at schooling and jobs by investing time, energy and money early
on. But if parents and family cannot or do not do so, it is in society’s inter-
est to step in. Otherwise there will be too few players and too little compe-
tition for the local league to compete in the global contest that today’s
international markets constitute.

In the short run, the market reforms that are spurred by and reinforce the
global integration of markets—which ultimately represents a key to rapid
growth in the region—can make the game even more unfair. This is espe-
cially true in Latin America, where the poor are especially poor and where
the distribution of land and education remains so unequal. Because the
poor lack those productive assets, market reforms will not necessarily help
them. Conventional reforms need to be supplemented with aggressive poli-
cies and programs to increase the assets of the poor in order to ensure that
they can exploit new market opportunities. Among other things, that means
putting a premium on early childhood intervention programs. The more
poor families there are, and the more unequal the society, the greater the
logic for the state to channel tax and other public resources to child inter-
vention programs.

The Difficult Politics of Investing in Children

If public investment in early childhood is such a good idea that reconciles
efficiency and equity, why isn’t there more of it, and how might more be
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ensured? Three reasons account for why there is not more such public
investment. First, the costs of early childhood development programs are
immediate and obvious; the benefits come later with less certainty. Even the
heralded Head Start program in the United States still fights for funds,
although over the years its size and visibility have helped insulate it from the
budget axe and, in addition, state and local governments can and do step in
when the federal government cuts back.

The second reason for this lack of public investment in children is that
controversy and uncertainty about the technical issues—what to do, what is
most cost-effective, what is the right mix of inputs in what conditions?—
make extracting resources from the political system difficult. A simple mes-
sage is easier to sell. This is not to say that the technical issues are not real.
Should childcare be publicly financed in neighbors homes or in larger facil-
ities with better conditions and better-trained stafft What is more cost-
effective, concentrating scarce resources on prenatal care or on nutritional
supplements for infants? No one any longer questions the idea of spending
public resources to send children to primary school, so there is political
space for debates about class size and teacher training. This is not yet the
case for many early childhood programs.

The third reason is realpolitik. Families are diffused and disorganized,
particularly if they are poor. They are busy with jobs and small children.
Everyone who pays taxes expects some day to be old, and perhaps to need
the safety net provided by public funding for old age programs. But no tax-
payer will ever again be a child. Colombia’s day care program survived, but
its nutrition program did not. The former built up a big bureaucracy that
fought for survival and the latter did not. Creating an entrenched bureau-
cracy, however, can be self-defeating. It may help a program survive, but
that does not necessarily mean that the program benefits the children, their
families or society, particularly if programs become vehicles to support the
providers rather than deliver services to clients. Other means for creating a
benign lobby for children and children’s programs have to be found.

How, then, can advocates of these programs obtain sustainable political
support in the real world of real political choices? The following five notions
are worth considering.

First, make creating a political constituency for child programs a consider-
ation in the design of programs. Some would say cost-effectiveness and tech-
nical efficiency should trump political appeal. But in cost-benefit terms
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(and because of the economic logic referred to above), investments in chil-
dren outrank many other investments. Though the ideal set of cost-effective
inputs is not clear, there is a range of approaches and inputs that meet the
cost-benefit test and are worth “selling” politically. Consider this example:
adding pre-kindergarten to all public schools as a universal program,
publicly financed not only for the poor, but for all. In Washington, D.C.,,
pre-kindergarten was first offered as an option in most schools about 20
years ago. Within a decade parents wanted it in all schools. Virtually all
4-year olds now attend school, whereas before only the children of better-off
households attended (private) programs. Though not legally mandated,
pre-kindergarten has become a social norm and there is no way the public
resources it absorbs can be politically withdrawn.

Second, get steady, sustainable earmarked public resources. Economists do
not like earmarked taxes, but even they admit that we live in a second-best
world (given market failures) where apparent truths no longer necessarily
apply. The 2 percent payroll tax instituted in Colombia to pay for early
childhood care, which was later raised to 3 percent, is a sign of political suc-
cess built on the bedrock of the steady financing that the tax provided. As a
result, that country has been able to maintain its day care program during
times of fiscal adjustment.

Third, welcome and build on the initiatives of small community groups,
civil society and, of course, local governments. This must be done regardless of
how difficult the potential relations and how initially incompetent these
potential partners might be. Even if not pioneers of technical or adminis-
trative efficiency, these are political partners in a good cause.

Fourth, create powerful and demanding consumers, with legitimate expec-
tations for good quality and sustained programs. Empowered consumers are
the most effective political proponents of a public program. Consumers by
definition require choice—otherwise they are “beneficiaries.” This implies
that programs should be demand-driven and face competition, which in
turn implies that not all programs for childcare, prenatal care, and so on
need to be directly supplied by government. Government can allow and
even encourage provision by private providers in the not-for-profit and
profit-making sectors. When purchasing day care and other services, poor
households need public subsidies to make them effective consumers (sub-
sidies should be equivalent to cash— “vouchers” is the term used in the case
of schools). This kind of approach—multiple providers and vouchers for
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poor households—has already been shown to work well in Argentina, Chile
and Paraguay in the case of vocational training. Why not try it for programs
that constitute investments in young children? Making more poor house-
holds discerning consumers is a sensible way to inform and educate all of
society about the logic and benefits of early childhood programs. Govern-
ment’s role is then to provide information, standards and evaluation of
alternative providers so that consumers can make informed choices.

Fifth, create new providers (such as mothers as microentrepreneurs) whose
business success relies in part on public subsidies for their poor clients. At least
one of the program options for preschool childcare should include the kind
of home-based program developed in Colombia, in which women who are
prepared to manage day care in their own homes receive training and a
minimal amount of assistance to meet physical standards (ideally via credit
programs). They are then periodically “accredited” as eligible to provide ser-
vices. On the one hand, it may be that the level of care at given costs can be
better in more institutionalized settings. On the other, parents as consumers
can benefit from the ability to choose between different care options (based
on convenience, proximity, flexibility in hours of operation, etc.) One obvi-
ous choice is the home of a neighbor, friend or relative that the system
essentially upgrades by making it part of a larger system that ensures mini-
mal information and standards. Politically, there are advantages to having
providers who benefit from the public subsidies while participating in a
competitive, choice-based system.

Fortunately the overall contours of realpolitik are changing. Democracy,
decentralization and an increasing number of civil society groups in the
region are all ingredients for increasing effective political demand for pub-
lic investments in children.

To conclude, a simple point should be made. In the unequal societies of
Latin America, where market reforms are creating new opportunities, the
investments with the highest return are those that make those opportunities
more accessible to more people. Investing in children makes new oppor-
tunities more accessible. It thus guarantees a future that is both more fair
and more prosperous for all.
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