Abstract
A considerable and growing literature exists on social transfers in developing countries, that is,
direct transfers in cash or kind to individuals or households in poverty. Many studies have
examined the contribution social transfers can make to reducing poverty and vulnerability in the
developing world, but less attention has been paid to how social transfers might affect growth.
This Review examines the available evidence on the effects social transfers may be expected to
have on growth at the micro-level. It identifies and assesses a number of pathways through
which social transfers can potentially contribute either to enhancing or impeding growth.
This paper argues that in assessing the growth impacts of social transfers it is important to
focus on the poor and their circumstances. The discussion of the linkages between social
transfers and growth in developed countries focuses on cross-country empirical studies, testing
the hypothesis that if social expenditures are harmful to growth performance then they will show
a negative correlation with growth across a sample of countries.
Keywords: Bangladesh, Brazil, Ethiopia, Mozambique, social transfers, micro-credit, education,
resource allocation

Acknowledgements
The paper was commissioned by the Equity and Rights Team at the UK Department for
International Development, Policy and Research Division, London. It has benefited from
extensive comments on an earlier version by Katie Fawkner-Corbett, Rahul Malhotra, Catherine
Arnold, Tim Waites, Rebecca Calder, and others at DFID London; and from members of DAC’s
POVNET Task Team on Social Protection and Employment. Tim Robertson, Claudio Fumo,
Rebecca Calder and Ernesto Jeger, DFID Social Development Advisors, provided valuable
information at country level for Ethiopia, Mozambique, Bangladesh and Brazil respectively. The
views and opinion expressed, and remaining errors, are those of the author alone.

Armando Barrientos is a Senior Researcher with the Chronic Poverty Research Centre,
leading research on Insecurity, Risk and Vulnerability. He is also an Associate Director of the
Brooks World Poverty Institute at the University of Manchester. His research interests focus on
the linkages existing between social protection and labour markets in developing countries, and
policies addressing poverty, vulnerability, and population ageing.

1

