
Targeting Methods for Transfers
Of the commonly used methods for directing

transfers to the poor, there is little consensus

about which is best. Policymakers need to know

how effective different targeting mechanisms

are, how the effectiveness differs by method and

type of program, and the implications.

Data and Methods 
A recent study, “Targeting Outcomes, Redux”,

compiled a comprehensive database on 122 pro-

grams in 48 countries and performed a meta-

analysis. Inclusion in the database required that:

• the country was developing or in transition;

• the program was relatively recent (1985-

2003), was poverty targeted and delivered

cash or in-kind transfers, targeted price subsi-

dies, public-works jobs, or social funds; and

• information on both methods and outcomes

was available.

Targeting success can be partially captured by

one outcome indicator, the share of benefits

going to the bottom 40 per cent of the popula-

tion. For example, if a program delivers 60 per

cent of its benefits to this group, the outcome

indicator is (60 divided by 40 =) 1.5. The high-

er the indicator—i.e., the greater the percentage

of benefits going to the poor relative to their pop-

ulation share—the more progressive is the target-

ing. The authors were able to calculate their indi-

cator for 85 of the programs in the database.

The full study provides information on the use

of targeting techniques, summary statistics on

comparative program performance (reported

below), and regression analysis to examine the

correlations between methods and outcomes.

Limitations
There were, of course, a number of limitations to

the study.

The programs reviewed may constitute a biased

set. Being as comprehensive as possible in the lit-

erature search could not wholly remove the doubt.

Meta-analyses face an inherent problem when

drawing conclusions from studies that use and

report different methods of analysis. Sensitivity

analysis showed that the core findings were

robust to variations in the composite perform-

ance indicator.

The literature search found almost no data on

administrative costs and so could not address

the cost-effectiveness of the different methods.

The study focused on only the targeting aspect

of social-policy choice. There are many other

pertinent dimensions. Thus, the findings on tar-

geting inform the debate, but do not decide the

questions about program choice.

Findings
Summary performance by program type is shown

in the table. The study drew five broad conclu-

sions, subject to the limitations described above. 

Targeting can work…. Typically, the median program

provided a quarter more resources to the poor than
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random allocations would have. The ten programs

with the best incidence delivered to the poor two

to four times their per-capita share of benefits.

Progressive allocations were possible in all country

settings, in countries at markedly different income

levels, and in most types of programs.

…but it doesn’t always. While median perform-

ance was good, targeting was regressive in a

quarter of the cases. For every method consid-

ered—except targeting based on a work require-

ment—there was at least one example of a pro-

gram that was regressive. 

There is no clearly preferred method for all types of pro-
grams or all country contexts. Eighty per cent of the

variability in targeting performance was due to

differences within targeting methods, and only

20 per cent due to differences across methods. 

A weak ranking of outcomes achieved by different
mechanisms was possible. Interventions that used

means testing, geographic targeting, and self-

selection based on a work requirement were

associated with an increased share of benefits

going to the bottom two quintiles. Proxy means

testing, community-based selection of individu-

als and demographic targeting to children

showed good results on average, but with con-

siderable variation. Demographic targeting to

the elderly, community bidding, and self-selec-

tion based on consumption showed limited

potential for good targeting

Implementation matters tremendously to outcomes.
Some, but by no means all, of the variability was

explainable by country context. Targeting per-

formance improved with country income levels,

the extent to which governments are held account-

able for their actions, and the degree of inequality.

Generally, using more targeting methods produced

better targeting. Factors not captured in the

regressions (imagination and vigor in program

design and implementation), however, explained

much of the differences in targeting success. There

remains great potential for improvements in the

design and implementation of targeting methods.

If programs with poor targeting success were

brought up to median, the mean performance

indicator would rise from 1.38 to 1.53.
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Targeting performance by targeting method
Targeting method Sample size1 Median targeting performance Interquartile range2

All methods 85 1.25 0.68

Any form of individual assessment 37 1.50 0.75

Means testing 26 1.55 0.90 

Proxy means testing 7 1.50 0.58 

Community assessment 6 1.40 0.78 

Any categorical method 58 1.32 0.64 

Geographic 33 1.33 0.51 

Age—elderly 12 1.16 0.81 

Age—young 26 1.53 0.65 

Other categorical 17 1.35 0.48 

Any selection method 38 1.10 0.41 

Work 6 1.89 0.30 

Consumption 25 1.00 0.35 

Community bidding 7 1.10 0.22 
1Programs often used more than one method, so the total number of methods exceeds the number of programs.
2Interquartile range is a measure of variation, specifically the difference between the indicator for programs at the 25th and the 75th percentiles.
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