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Intellectual context: macroeconomics


 Tracing out the pattern of transactions in an integrated economy
and their contributions to aggregates such as overall output or
well-being has long been a fundamental task of economic analysis


 E.g. effects of fiscal stimulus, including Keynes (1936) and more recently
Chodorow-Reich (2019), Nakamura and Steinsson (2014), Farhi and
Werning (2016), Auerbach et al (2019), Corbi et al (2019)


 These issues generally have not, however, been subjected to
experimental examination
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Intellectual context: development


 There is also renewed interest in behavioral responses to cash
transfers with the rise of large-scale government programs


 Cash transfers make up the majority of social safety net spending (World
Bank 2018)


 A large literature documenting effects among recipients on a broad range
of behavioral responses, including consumption, earnings, assets, food
security, child growth and schooling, self-reported health, female
empowerment, and psychological well-being


 Generally no evidence of spending on “temptation goods”, e.g., alcohol
(Evans & Popova 2017) or reductions in work effort


 Yet we know much less about the aggregate consequences, even
though cash transfers seem quite likely to have broader effects


 Because cash functions as a medium of exchange, $1 a recipient uses to
transact will mechanically show up on someone else’s balance sheet


 In a few cases, experimentation at larger scales finds meaningful effects
(Angelucci & di Giorgi, 2009; Cunha et al, 2018; Filmer et al, 2018)
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This project


 We aim to unite these two literatures, bringing experimental
methods to the study of aggregate economic issues


 In particular, we evaluate a large-scale cash transfer experiment in
rural Kenya. Four methodological advances:

1 A large in
ux of cash: $11M, or 25% of annual GDP in treated areas
delivered over 24 months, and 17% over the peak 12 months

2 Randomization across large units generating spatial variation in the
intensity of exposure both at and above the village level

3 Unusually extensive measurement of outcomes for both recipients and
non-recipients, nearby enterprises and markets, local government, etc.,
including high-frequency consumer goods prices. Census 65,385
households (with nearly 300,000 individuals), 12,095 non-farm enterprises

4 A simple theoretical framework to organize results and interpret
implications for welfare
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Tracing out the 
ow of funds

1 Substantial expenditure increases for both recipient (+13%) and
non-recipient (+13%) households

2 Quantitatively similar increases in sales at local enterprises

3 Increased earnings for non-recipients driven primarily by labor
earnings, mirroring higher enterprise wage bills; no change in
reported total hours worked

4 Small changes (+0.1-0.2%) in �nal goods prices, concentrated in
more remote communities; some evidence of increased prices of
non-tradeable inputs (labor, land) but not of capital
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Aggregate implications

1 Estimate a local transfer multiplier of 2.5 usingeither expenditure
or income data


 Contrast to recent US local �scal multiplier estimates (range 1.5-2.0)

 Consistent with marginal propensity to spend locally of � 0.7 - 0.75

 Increase in real output without substantial increase in employment of

inputs suggest roles for local demand and factor under-utilization
(\slack"), as opposed to constraints on investment

2 Interpreted through the lens of our framework, the results suggest
welfare gains for non-recipients, driven by two forces


 Expansions in household's real budget sets, not (or not solely) driven by
increased labor supply


 Non-market e�ects (externalities) are mostly null or positive, both
between and within households (e.g., public goods, domestic violence)
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Agenda

1 Context, design, and empirical speci�cations

2 Empirical results
Tracing out the 
ow of funds
Transfer multiplier

3 Welfare framework, externalities & interpretation

4 Discussion: production capacity utilization

5 Conclusion
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Setting: rural western Kenya

653 villages in Siaya County


 � 100 households per village


 4.4 household members and
2.3 children on avg


 97% of HH's in agriculture,
45% in self-employment, and
60% in wage work


 Survey respondent mean age is
48 years, 6 years of schooling


 Steady economic growth, no
national elections during study
period (2014-17)
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The GiveDirectly (GD) Program

GD distributes unconditional cash transfers as follows:


 Enrolls roughly the poorest 1/3 of households in each village using a
simple proxy means test (here, having a grass-thatched roof)


 Coaches recipients to register for mobile money system (M-Pesa)


 Distributes payments via M-Pesa in 3 tranches over 8 months: a
test payment, then two larger payments


 Transfer are large: USD 1,000 nominal / USD 1,871 PPP

 Equivalent to 75% of mean annual HH expenditureñ � 17% of annual

GDP in treated areas during peak 12 months

 Recipients typically withdraw the full amount and spend in cash
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Spatial exposure to treatment (1)

Densely populated area, with many proximate marketsDetails Timing
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Spatial exposure to treatment (1)
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Spatial exposure to treatment (2)
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Spatial exposure to treatment (2)
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Spatial exposure to treatment (2)
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