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Can aid end poverty?

Yes. No.



Aid and Income in Africa
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The evidence and 
CAUSALITY 
problem



Why do we need more 
rigorous evidence?
• There is surprisingly little evidence 
on many important issues in 
development
 Expanding secondary education to all is 

very expensive. What are the returns to 
investing in secondary education
 Many medical technologies are not taken 

up? Why?  

• Many decisions are based on 
“intuitions” and “first principles”. 



The problem is two-fold
• Our intuitions are faulty
 Often based on ideology
 “We should never pay people to do what they should on their own”

• And the general principles, even when correct, are 
too general
 “Improving education is difficult without more resources”
 What resources: teachers, books, charts, computers, 

curricula, training?
 No theory will tell us the answer
 The devil, alas, in the details

• Policy makers need to prioritize between different 
investments 
 Need to know not just if a policy works but the relative cost 

effectiveness of alternative investments po
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What is Causal Impact
• Causality Potential outcomes

 What would be the outcome for a particular person 
(country, village, firm, cell, individual) if he were exposed 
to an intervention Yi (1)

 What would be the outcome for this same person if he had 
not been exposed to the intervention Yi(0)

 Causal impact of the intervention: Yi(1)-Yi(0)

• The difficulty: 
 We typically observe people, either when they have 

been subject to the intervention, or when they have 
not. 



Measuring impact is hard
• Isolating the impact of a policy or program from all 

the other changes that are happening when the 
program is introduced. Is hard. What changes can we 
attribute to the program?

• Before/after evaluations compare outcomes before 
and after the program is introduced
 Any changes are attributed to the program
 But many things change over time, not just the program

• Cross sectional evaluations compare outcomes for 
those who did and did not receive the program
 Differences in outcomes between participants and non 

participants attributed to the program



Selection
• Programs are started in specific places and at specific times for a 

reason, these locations are selected

• People choose or select to participate or not participate

• This selection process means that participants and non 
participants are on average different not just because of the 
program

• Nonparticipants are not always a good counterfactual

• Because people decide when to take up a program, participants 
prior to the program may not be a good counterfactual



Estimating causal impact
• Estimating causal impact require creating or 

exploiting a situation where the selection bias is 
removed. 

• In some cases it is possible because of the way the 
program was designed: 
 Gradual phase in in different regions
 Strict discontinuity in eligibility 
 Randomization of participants
 Randomization of encouragement or inducement to 

participate (e.g. randomly placed information 
campaigns)



Randomization and 
causality

• Participants and nonparticipants are chosen at 
random

• There is no reason, other than chance, that they are 
selected into the program

• On average, participants and nonparticipants have the 
same characteristics
 they would, on average, have the same potential 

outcomes 

• Any difference at the end is due to the program (or 
chance, hence statistical tests)



Randomization creates groups 
with similar characteristics

Study sample

Treatment 
group 1

Comparison group

Treatment 
group 2



J-PAL : translating research into 
action
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Presentation Notes
A little over 10 years ago, 3 professors in the department of economics decided to set up a unique institution to change the world 



J-PAL has over 680 ongoing or 
completed evaluations in 62 countries.
Financial Access, Livelihoods, Education, Health and 
Governance.



Myths, Insights 
and Challenges: 
What have we 
learnt from these 
experiments?



Myth 1
Giving away things is throwing 
away money



How to immunize?

Photo: Andrew 
F k



Answer 1: How to immunize

Only 1% of 
children were fully 
immunized

Udaipur, Rajasthan, India Photo: Andrew 
F k



Problem of the last 
mile
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Camps 
Camps with incentives
Comparison
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Camps with incentives
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Cost per fully immunized child

Camp
$50

Camp w. 
incentiv

es
$27
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Giving away saves 
money



Myth 2
If you don’t pay for something you don’t 
value it



Malaria

881,000 die each year

91% in Africa

85% under 5



Should we subsidize bednets?

If people must pay for bednets, will they 
purchase them? 



Bednets or fishing nets?

Photo: Minakawa et al. 2008, 
“Unforeseen misuses of bed nets in 
fishing villages along Lake Victoria,” 

 

When people get bednets for 
free, will they use them?



Handing out bednets

• Does getting it free discourage future 
purchases?

Photo: Aude
G i



If people must pay for bednets, 
will they purchase them? 
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When people get bednets
for free, will they use it?
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Do free nets discourage 
future purchases?
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Insight 1
Children don’t learn because they are not 
meant to be taught (not because there 
aren’t enough teachers, teacher are not 
trained, teachers are underpaid…)



How to get children to learn

Photo: Andrew 
F k



Children can learn fast…



Children can learn fast…

 Local high school educated volunteers conducted 
evening learning “camp” for 2 months.

 The “teachers” trained for 3 days
 The children who attended camp gained one level

 Bigger than the gap with private school students
 Similar results from 8 other studies



Why don’t they?
• The universally shared (private schools/public schools) 

pedagogy is grossly inappropriate for a population of first 
generation learners

• Based on covering material rather than generating learning.
 Right to Education in India legislates that schools must 

cover the government’s syllabus

• No time in the schedule to 
help children catch up

• Those who fall behind stay 
behind

• And eventually drop out

• A system designed for the 
children of the elites 



Insight 2
A little bit of generosity goes a long way





For every program, the effect 
of transfers on work is zero
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Effect of being given an asset: Year 2

India 
(Bandha

n)

Ethiopi
a

Ghana Hondur
as

Pakista
n

Peru

Consumptio
n

Income N/A N/A

Asset Value N/A N/A N/A

Savings N/A N/A

Life 
Satisfaction

www.poverty-action.org
**Arrows represent statistically significant impact
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Presentation Notes
Dark = 1%Medium = 5%N/A = not present for that countryBlank = ns



Effect of being given an asset: Year 3

www.poverty-action.org

India 
(Bandhan)

Ethiopia Honduras Pakistan

Consumption

Income

Asset Value N/A

Savings N/A N/A

Life Satisfaction
**Arrows represent statistically significant impact

Presenter
Presentation Notes
Dark = 1%Medium = 5%Light = 10%N/A = not present for that countryBlank = ns



The effect on spending on temptation 
goods of getting a cash transfer



Insight 3
The power of small things



Raskin Program in Indonesia 
(Banerjee et al, 2015)
• They examine the Raskin program in Indonesia, 

which provides eligible households with 15kg per 
month of heavily subsidized rice

• information about the program among citizens is 
low:
 Only 30% of eligible households know that they are 

actually
 Raskin eligible, and beneficiaries believe the copay is 

25% more than it is. Prices have been fixed for 7 years

• Eligible only receive 1/3 of intended subsidy

Question: Can a little of bit of information help 
eligible households claim much of the subsidy? j-p
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Distributed 4 kinds of 
cards in 378 villages

j-p
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Results and policy 
outcomes:
• Only 28 percent of people actually received the 

card

• Yet the receipt of the card increased the amount of 
subsidy going to the eligible by 25%
 The ineligibles were unaffected
 Printing the price on the card captures another 25% or 

so of the subsidy
 Making the card distribution public knowledge makes 

it even more effective

• The government decided to scale the version of the 
intervention with most info and publicity to 65 
million beneficiaries!

j-p
al
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A Challenge
What do you do about financial inclusion 
of the poor?



“The miracle of microfinance”: 2000s



Many success stories…



The new usury 



And worse…



Results from RCTs: Profits 



Results from RCTs: 
Consumption



The challenge
• There is lots of evidence that the poor are starved 

for credit

• But that does not mean lending a small amount to 
everyone who asks is the right answer

• More discrimination, bigger loans

• But how?



The fight against poverty
• Is like the fight against cancer

• There are many problems. Not one

• There are many snake oil salesmen. On all sides

• The truth is often uncomfortable. For every one

• But there has been enormous progress and a lot of 
that is as a result of good policies

• We can win. 
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