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Abstract

Social funds represent one of the first large-scale attempts to implement a development model that relies on communities taking the lead in defining their investment priorities. This research carried out in Armenia, Bolivia, Honduras, Nicaragua, Peru and Zambia assessed the poverty targeting, welfare impacts, sustainability and costs of social funds

The heart of the research effort is the use of rigorous impact evaluation methodologies to compare the outcomes of communities that undertook social fund investments to the outcomes experienced by control or comparison groups that establish the counterfactual state of what would have occurred in the absence of the social fund investment.  

The study finds that social fund resources are progressively distributed across regions and households in each of the country cases. Nonetheless, as with any program that builds infrastructure accessible to all community members, social fund projects also benefited non-poor people, with wide variations across the type of investment. While latrine and health clinic projects almost exclusively served the poor, sewerage projects tended to benefit richer households. 

With respect to welfare impacts, the study finds that access to and utilization of basic services increased in each of the case study countries for almost every type of social fund investment. Additionally, these investments have also translated into tangible improvements in welfare in each of the countries studied, although the degree and type of impacts vary between countries and sectors.  With respect to education investments, impacts on primary school enrollment rates varied by country. No significant improvement in achievement test scores was found in Bolivia, the one country where this could be analyzed.
Social fund investments in primary health centers resulted in a 40 percent reduction in infant mortality in Bolivia in areas that received social fund investments. In other countries, the increase in utilization was not accompanied by a clear, significant impact on other health outcomes like diarrhea incidence.  Significant health gains were observed from expanding access to water supply, particularly in rural areas.  Social fund water investments halved child mortality rates in Peru and Bolivia relative to comparison groups. Nonetheless, in Honduras, where social fund water investments focused on rehabilitating pre-existing urban water systems, net health impacts were not observed. No net health benefits could be detected from sewerage systems, although latrines tended to reduce the incidence of diarrhea.
