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Abstract

In this paper, we focus on the poverty alleviation program targeting low-
income individuals with dependents, especially those with children. We ex-
amine individuals’ choices when choosing among three distinct types of cash
transfer programs provided by the government. Our finding is that parents,
whose children frequently exhibit undesirable daily habits or possess signifi-
cant potential for skill acquisition on completing their education demonstrate
a tendency to choose a conditional cash transfer program with stringent re-
quirements to maximize their utility. Moreover, the implementation of the
conditional cash transfer program minimizes government expenditures. Con-

sequently, policymakers should consider the future prevalence because the pro-
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gram is beneficial in increasing children’s likelihood of acquiring skills and
fostering their independence from social security.
Keywords: conditional cash transfer, school attendance, poverty allevia-

tion, parental involvement



1 Introduction

To alleviate poverty, governments implement many policies, such as in-kind and cash
transfer programs for the poor. Numerous countries have adopted diverse cash trans-
fer programs, including conditional cash transfer programs that require recipients to
fulfill specific obligations to receive financial assistance from the government. An
example of a conditional cash transfer program is the workfare system, which neces-
sitates recipients to engage in work activities to receive cash benefits. The aim of this
program is to enable recipients to accumulate skills and achieve self-reliance.! The
program also aims to efficiently target individuals in need when faced with asymmet-
ric information regarding their productivity (Besley and Coate, 1992; Gahvari and
Mattos, 2007; Nakamura, 2007).

Alatas et al. (2016) shows that the inclusion of a minor application cost in cash
transfer program enhances their ability to target the poor. Meanwhile, several con-
ditional cash transfer programs exist that require the attendance of the recipients’
children in school. One such example is Progresa, which was initially implemented
in Mexico in 1997 and has been called Oportunidades since 2002. Progresa/ Opor-
tunidades has given positive impacts on students’ school attendance (Schultz, 2004;

Behrmam et al., 2005; Lalive and Cattaneo, 2009; Bobonis and Finan, 2009; Dubois

' Mascini et al. (2012) explains that welfare programs, such as workfare programs are increasingly
being implemented with a mandatory nature to integrate recipients into the labor market and foster
their independence from social security. However, Blanco et al. (2017) demonstrates that workers
under unconditional scheme exhibit higher productivity levels compared to those under conditional
schemes. Therefore, it is imperative to thoroughly examine the contents and implications of these
conditions.



et al., 2012; Parker and Todd, 2017).

Our study focuses on the poor who have dependent children and examines their
choice when presented with three different types of government cash transfer pro-
grams. First, the government offers cash transfers to the poor, without any specific
requirements. Second, the government provides cash to the poor contingent on their
child’s regular school attendance. Third, the government offers cash transfers to the
poor, with the condition that they ensure their child’s school attendance and actively
participate in their child’s education, such as attending parent-teacher meetings or
encouraging their child to read books at home.

Our findings indicate that, parents, whose children frequently exhibit undesirable
daily habits or possess significant potential for skill acquisition on completing their
education demonstrate a tendency to choose a conditional cash transfer program with
stringent requirements, even if it entails associated costs. Moreover, this program
has the potential to minimize the government’s expenses for poverty alleviation.

In Section 2, we analyze the utility for both children and parents within the frame-
work of a simple model, considering three distinct types of cash transfer programs. In
Section 3, we delve into a comprehensive discussion on individuals’ selection of cash
transfer programs to maximize their utility. In Section 4, we provide the concluding

remarks based on our findings.



2 Model

We propose a simple model based on Bursztyn and Coffman (2012). Some pairs
of a child and a parent exist and each parent chooses one of the government’s cash
transfer programs to maximize their utility over two periods. There are three options
for cash transfer programs. First, the government provides a cash transfer program,
C'T, without any conditions to parents who are eligible due to their low incomes.
Second, it offers a cash transfer program, CCT, to parents with low incomes, which
requires their child’s school attendance as a condition. Third, it provides a cash
transfer program, SCCT, to parents with low incomes, which not only requires
their child’s school attendance but also involves parental engagement in their child’s
education. This includes attending parent-teacher meetings at school, encouraging
their child to read books at home, and monitoring their child’s completion of school
assignments.

Let us consider the utility of a child and a parent within a cash transfer program
that does not impose any conditions. The child is faced with the decisions of whether
or not to attend school. When child ¢ chooses to attend school, they incur costs
denoted as CY in the first period and have a possibility of obtaining payoffs denoted
as V¢ in the second period with probability p. These payoffs are generated by the
acquisition of skills that the child may obtain on completing their education with
the probability p and 0 < p < 1 is satisfied. Meanwhile, if the child decides not to

attend school, they neither incur any costs in the first period nor obtain any payoffs



in the second period. Therefore, the child’s utility, U{, can be formed as follows:

_CeyspVe  if ei=1
Ur={, =" Zf ;:0, (1)

where e; indicates the child’s school attendance. e; = 1 shows that the child attends
school, while e; = 0 signifies the child does not attend school. ¢ is the discount
present value and 0 < 6 < 1 is satisfied. When considering the child’s decision
making process, we show that the child chooses to attend school independently if
C¢ < pV¢ is satisfied. Conversely, the child decides not to attend school if Cf > pV©
is satisfied. In situations where parents desire their children to attend school despite
C¢ > pVe, contractual agreements between parents and their children are established.
For the purpose of this analysis, we assume that C{ > pV;© holds, as our focus is on
examining the contracts between parents and children regarding the child’s school
attendance.

When parents are motivated to encourage their child school attendance, they
provide financial incentives in the form of money, w;, in the first period and this serves
as an incentive for the child to attend school. We assume that there is imperfect
information regarding the child’s actual school attendance. Parents are unable to
directly observe the costs associated with their child’s school attendance and must
rely on behavioral cues to estimate the likelihood of their child attending school.

Given this imperfect information, the child’s utility function becomes as
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7Cf+7r_CT+5pViC if e;=1
U; = {o ' if e;=0, (2>

m; represents the level of certainty regarding a child’s school attendance, and
0 < m; < 1 is satisfied. When there is perfect information available regarding a
child’s attendance, m; = 1 is satisfied, whereas m; = 0 is applicable when the parent
is unable to observe the child’s school attendance situation. When a child exhibits
poor daily habits, it becomes challenging for a parent to ascertain their motivation
to attend school.? Conversely, when a child demonstrates good daily habits and
exhibits reliable behavior, the uncertainty associated with their school attendance
diminishes. The child attends school when the condition Cf < ;jw +06pV,* is satisfied.

First, a parent whose income falls below a certain level can receive unconditional
cash transfers from the government through a cash transfer program, irrespective
of their child’s school attendance. Therefore, the parent’s utility function can be

formed as

MCT — 2 1+ 6pVe if ei=1,
%

Uit = {MCT ’ if e;=0. (3)

In the context of this program, MT represents the monetary value received by the
parent from the government.

Second, we investigate the utility experienced by both the child and the parent

2Parents can only monitor their child’s departure from home each morning; however, there exists
a possibility that the child may choose not to attend school and instead engage in other activities.



within the framework of a Conditional Cash Transfer program, C'C'T", which man-
dates the school attendance of the recipient’s child. In this case, the utility function

of the child is formed as

w, .
—C5+ wiCéT +opVe if e;=1

Uz’c = {0 if e;=0. (4)

Meanwhile, the parent’s utility function is written as

MOCT — i 46pVeif ei=1

Uia - {o ' if e;=0. (5)

In this program, the level of certainty regarding a child school attendance is higher
compared to that of the C'T" program, as each child’s attendance is closely monitored
by policy implementers and relevant information is provided to participating parents.
Therefore, 767 < 76¢T is satisfied. M“T denotes the amount of cash provided by
the government as part of this program.

Third, we analyze the utility experienced by both the child and the parent within
the context of another conditional cash transfer program, SCCT, which mandates
both a child’s school attendance and active parental involvement in their child’s

education. When a parent provides financial resources to facilitate their child’s school

attendance, the child’s utility function can be expressed as follows:

~Ci+ —sgior +op'Vy if ei=1
1

Uic = {0 if e;=0. (6)



Meanwhile, the parent’s utility function is written as

k3

Ui = {0 if ei=0. (7)

MSCET —Cf — —loq+6p' Vi if ei=1
7

M?3CCT denotes the amount of cash provided by the government as part of this
program. C{ represents the cost associated with parental involvement in the child’s
education. p’ signifies the probability that a parent-child pair will achieve higher
payoffs on completing education under the SCCT program. It is assumed that
0 < p < p <1 is satisfied, as parental involvement positively impacts the child’s
academic performance and increases the likelihood of skill acquisition.?> Furthermore,
as parental involvement enhances parents’ ability to monitor their child’s school

attendance, the relationship 0 < 767 < 7¢CT < 79CCT < 1 is satisfied.

3 Making Choices of cash transfer programs

We analyze the individual utility associated with three distinct types of cash transfer
programs. Individuals are tasked with selecting the program that maximizes their
utility. Despite the SCCT program requiring the highest level of commitment and
parental cost, certain families choose this particular program. Through an examina-

tion of individual program choices, we derive the following propositions.

Proposition 1 Parents with children exhibiting poor daily habits show a preference

3Various studies have demonstrate the positive effects of parental involvement on children’s
performance (Hill and Craft, 2003; Gunderson et al., 2013; Blair, 2014). However, the impact of
homework assistance remains controversial (Hill and Tyson, 2009; Sankaran et al., 2020).
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for the SCCT program.

Proof. From (7), it is clarified that a higher value of m; contributes to an increase
in parental utility. Under the SCCT program, parents gain access to information
regarding their child’s school attendance not only through program-provided up-
dates but also through their active involvement in school activities. This increased
involvement enables parents to have a better understanding of the costs associated
with their child’s school attendance and enhances the certainty surrounding their
child’s school attendance. Moreover, the heightened probability of their child ac-
quiring skills through parental involvement after completing their education further
augments parental utility. Consequently, the SCCT program emerges as the most
appealing choice for parents facing greater uncertainty regarding their child’s school

attendance. m

Proposition 2 Parents whose children exhibit high potential demonstrate a prefer-

ence for the SCCT program.

Proof. (7) shows that a higher value of p’ contributes to an increase in parental
utility. Therefore, when a parent has a child with significant potential to acquire
skills on completing education, they choose the SCCT program to maximize their
utility, even if it entails costs for parental involvement. m

Subsequently, we analyze a cash transfer program aimed at minimizing govern-

ment costs. In light of this analysis, we derive the following proposition.
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Proposition 3 In situations where a significant number of children exhibit poor daily
habits and demonstrate unreliable attitudes, the SCCT program emerges as the most

cost-effective option.

Proof. Parents, under the SCCT program, do not incur significant additional ex-
penses due to imperfect information regarding their children’s school attendance,
which aims to motivate school attendance. As a result, parents choose the SCCT
program when the cost of parental involvement is lower than the associated extra
costs caused by imperfect information under the other programs. This situation oc-
curs when there is considerable uncertainty regarding their child’s school attendance.
Consequently, the government can reduce the amount of cash transfers provided to
parents once the information becomes clearer, enabling parents to maximize their
utility. m

In the case of low certainty regarding their children’s school attendance, it is ob-
served that the poor choose the SCCT program, despite their obligation to receive
cash assistance from the government.* Moreover, this choice proves beneficial in en-
hancing children’s academic performance and increasing their likelihood of acquiring
skills on completion of their education.

From (7), it is evident that parents who face lower costs of parental involvement,
C}, are more likely to choose the SCCT program. To encourage parents to choose the

SCC'T program, the government can support schools in establishing day care services

1Fitzsimons (2016), Kaiser (2017), and Mazza (2017) indicate the impact of poverty on children’s
behavioral problems. Consequently, it can be inferred that the poor parents face a low level of
certainty regarding their children’s school attendance.
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for children during parent-teacher meetings. Additionally, providing reimbursement
for transportation expenses incurred by parents when attending school-related events
can help alleviate the financial burden associated with parental involvement. These

initiatives aim to reduce the costs of parental involvement and promote the adoption

of the SCCT program.

4 Conclusion

We conduct an analysis of individual choices within three different cash transfer pro-
grams aimed at poverty alleviation. Our research reveals that recipients may choose
a conditional cash transfer program, despite incurring associated costs, when it re-
quires the highest level of recipient engagement, such as urging their child to attend
school and participating in various school activities. In the presence of imperfect
information regarding their child’s school attendance, parents are compelled to bear
additional costs to ensure their child’s attendance in order to maximize their own util-
ity. However, the conditional cash transfer program provides parents with valuable
information about their child’s school attendance while also facilitating enhanced
parental monitoring abilities. Moreover, through increased parental involvement,
the child’s school attendance becomes more transparent within a conditional cash
transfer program that emphasizes not only the child’s attendance but also parental
engagement.

From a government perspective, the conditional cash transfer program offers an

12



optimal solution as it allows for a reduction in the amount of cash transferred to
recipients. This is because parents with children who exhibit unreliable attitudes
tend to choose this program, even if the government’s cash transfer amount is com-
paratively lower than that of other programs.

To encourage individuals to select the program, it is crucial to minimize the costs
associated with parental involvement. One effective approach is to support schools
in offering child care services during parent-teacher meetings. By implementing such
measures, the program stands a greater chance of being embraced by a larger segment

of the population, positioning it as a successful poverty alleviation initiative.
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