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Examples & Experience from research in Brazil
• Inclusive Growth: Understanding drivers for
formality
• Information versus Attention - A Field Experiment
in Favela Maré
• Productive Inclusion: Increasing the Take-Up of
Business Support Services
• Sebrae´s Goal to Increase Managerial Capacity
of Microentrepreneurs in Favelas
• Microfinance: The role of and the demand for credit
and credit attributes
• Some results of BNDES Microcredit Evaluation in
Brazil
• Conjoint Analysis in Maré
• Fiscal Impacts: Targeting Tax Payment of
Microentrepreneurs
• Impact Evaluation of Sending out Payment Bills understanding mechanisms behind

ØThe potential of
experimental
evidence to improve
public policy
ØThe role of behavioral
economics in
experimental research
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A few notes about myself
• Driven by questions such as What leads to inequality? How to we successfully
fight poverty?
• One year of volunteer social work in Carapicuiba/Sao Paulo in 2004/05 (let´s
do something about it where it matters!)
• Bachelor in Philosophy and Economcs with research stays in the USA and
Singapore (let´s understand the world!)
• Completed Journalism Training (let´s talk about the world!)
• Master in International Business and Politics in Copenhagen (let´s understand
decision making!)
• 3 years working with microcredit: External consultant for Itaú Microcrédito &
Project manager in a nationwide impact evaluation about microcredit in Brazil
• 4 years project manager of a IRESO e.V. a German NGO in Brazil: Planning and
Implementation of development projects in Favela Complexo da Maré
• PhD in Administration with focus on Behavioral Economics, Entrepreneurship
and Development at EBAPE
• Passionate about Field Experiments and Development in general
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Complexo da
Maré
–
A brief
introduction
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Neighborhood Maré evolved from 1940 on with
immigrants from North Brazil and the start of the
construction of Avenida Brasil
5

Increase in population growth in the 1960s. First public financed earth filling in the 70´s with “Projeto Rio”.
Initial communities: Vila do João and Vila do Pinheiros.
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Settlement of Neighborhoods
Year

Neighborhood

1940

Morro do Timbau

1947

Baixa do Sapateiro

1948

Conjunto Marcílio Dias

1953

Comunidade Parque Maré

1955

Parque Roquete Pinto

1961

Parque Rubens Vaz

1961

Parque União

1962

Nova Holanda

1962

Praia de Ramos

1982

Conjunto Esperança

1982

Vila do João

1984

Vila do Pinheiro

1992

Conjunto Bento Ribeiro Dantas

1996

Nova Maré

2000

Salsa e Merengue
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Built by the public power in the 1960s, Nova Holanda was conceived as a Provisional Housing Center (CHP)
intended for residents of Rio's hills that were demolished to expand the city. With “Projeto Rio”
government financed stone houses were build.
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Housing in Nova Maré and Rubens Vaz
and Rua Teixeira Ribeiro street today
and community block in Conjunto
Pinheiros

9

Some key figures about Maré
Ø130.000 people (2006)
Ø43.000 living units (2010)
ØVery low Human Development Index in 2000 – within the city ranked
on place 123 out of 127
ØPacification prior to the Word Cup in 2014
Ø9 Health centers (Posto´s de Saúde)
Ø Military Police present (22 Batalhão)
Ø13 non-government entities
Ø No Bank
10
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Important NGO´s operating in Complexo
Maré
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Important NGO´s operating in Complexo
Maré
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Complexo
da Maré –
Territorial
Conflicts

Comando Vermelho
Terceiro Comando
Militia
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Inclusive Growth and Productive Inclusion

Entrepreneurship
and Selfemployment

Professional
Education &
Higher
Education

Cash Transfer
Programs –
Bolsa Familia
& Bolsa
Carioca
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SEBRAE

-Brazilian Micro and Small Business Support ServiceNon-profit organization
Promotes entrepreneurial activities and development
700 onsite service centers in Brazil
5,000 small business experts + large pool of consultants
Knowledge transfer through courses and consulting
Active in Rio´s Favelas since pacification
15

SEBRAE

-Brazilian Micro and Small Business Support ServiceFocus on Growth of Entrepreneurs and their inclusion into the formal labor market
Bridge-builder in between Public Policies and Entrepreneurs
Cooperation with NGOs or Microcredit Banks to set-up the community office
In Maré active since 2014
In Rio das Pedras active since 2017
Is it effective to sit in an office and to wait for people to come?
Are there more cost-efficient ways to do the same service?
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Let´s find some evidence!
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The Problem of Endogeneity
• What is Endogeneity?
• Endogeneity problem = occurs when an explanatory variable is correlated
with the error term

• How do we solve it?
• Let´s make sure we can convincingly enough argue that our explanatory
variable is not correlated with the error term!

• Let´s go for an intuitive approach…
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How to avoid child mortality?
Is there a causal effect?
Income affects Child mortality and Number of TVs per home!

Child Mortality

6
5
4
3
2
1
0
0

0.5
1
1.5
2
2.5
Average number of TVs per home

3

Correlation = -0.92
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Causality in Social Economics Research
Does X affect Y?

X

Y

Managerial Training

Micro firm Performance

Education

Inclusion into
labor market

Microcredit

Firm Growth
20
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Conditions for causality
Covariation

Temporality

Exclusion of alternative explanations
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Correlation does not imply Causality!
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The counterfactual model
What was the effect of acting classes on Angelina Jolie’s career?
Observed outcome
Treatment – acting classes

Impact of
treatment

?
Counterfactual
23

The counterfactual model
What would have been the outcome if the treatment had not happened?
Or, in other words, what would have happened if Müller would have not scored
the first goal in the semi-final against Brazil in BH 2014?

Unfortunately, we don’t observe this counterfactual…
24
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What could be a valid counterfactual for a
technical training?
A valid comparison group should have the same characteristics as the
treatment group, except for the fact that the units in the comparison group
do not receive the treatment.

With training

Without training

Average performance = 6.5

Average performance = 5.0

Training average impact = 1.5 units of performance

RANDOM ASSIGNMENT of treatment.
25

What if assignment is not random?

Motivation

Alternative explanations!
More motivated employees may be more
likely to take the classes (self-selection).
More motivated employees tend to have
higher performance…

Treatment

Training

Performance

Control

Spurious correlation
26
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Finally, Endogeneity!
2
+ β k+1 X k+1 + β k+2 X k+2
+ ...+ β z X z + e

Y = β 0 + β1 X1 + ε

All other variables that
affect Y

Assumption of regression model – predictors are not correlated to
the error term

If a predictor is correlated to the error
term, there is an endogeneity problem
27

(Some) Possible solutions
Randomized experiment
Regression with control variables
Propensity score matching
Regression discontinuity design
Double difference
Instrumental variables
28
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Randomized experiment
In the experimental
design, the
treatment is
exogenous.
Randomization
excludes the
correlation
between Treatment
and other
covariates

Confounder

X
Treatment

In nonexperimental
designs,
endogeneity is a
big threat to
internal validity

Outcome
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Passion for Field Experiments
• You are going to have the better data and you you are more likely to
win the argument!
• Some experiences from the development sector: where the money
goes, what is on top-of-the agenda, and where your effort is put is
often defined based on personal experience.
• Personal experience is often not reflecting well the most costefficient and effective approaches.
• Why?
• Confirmation biases = tendency to search for, interpret, favor, and recall information in a
way that confirms one's preexisting beliefs or hypotheses.
• Observational Selection bias = the effect of suddenly noticing things we didn't notice
that much before — but we wrongly assume that the frequency has increased.
• Status-Quo Bias = "If it ain't broke, don't fix it"
• Negativity Bias = people tend to pay more attention to bad news

30
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Why experimental approaches?
• A lot of opinions, little evidence
• Example: Professional Drywall Course in Maré
• Understand your public! Question the assumptions!
• And be aware of your own cognitive biases!
• Evaluate! Do rigorous Impact Evaluations (if you can)!
• Experimental Evaluations take a lot of time and are costly – try to
understand as much from the context as possible prior to
designing a field experiment.
• A thorough understanding of human behavior is what drives
behavior science
• What motivates and incentives people?
• How do people think about what others are doing?
• How do people perceive their own decisions?
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Impressions from the Field
• During my consulting work for Itáu I talked to many entrepreneurs all
over Maré: Many don´t have any information (or wrong information)
about what it takes to formalize the business
• Microentrepreneurs are very busy people!
• Microentrepreneurs in Maré usually face a number of very distinct
demands – bringing the kids to school, taking care of an elder, being
in the shop when the delivery guy comes – it´s living in an
environment without a strong institutional setting and back-up
• Some examples:
• A shooting in Nova Holanda leads to schools closing all over Maré – including
Vila do João
• Financial scarcity requires alternative solutions
• No local banking services
32
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Understanding take-up of a formalization program
in Brazil – Experimental Evidence from the Field

No Consulting

Consulting

No Reminders

Control Group

Treatment Group A

Reminders

Treatment Group B

Treatment Group C
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What is necessary to conduct a Field
Experiment like this in Maré?

34
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What could be problems that you face with a
design like this in a context like Maré?
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Timeline of the Experiment
Baseline Survey & Intervention
Starting Date: 26.04.16

Start with new
randomization: 20.05.16

SEBRAE Office Change I 31.05.16

SEBRAE Office Change II
- 29.06.16

End Date: 17.09.16

Text Message Intervention
10 weeks for each assigned entrepreneur

10.05.16 - 22.11.16

External Data Aquisition
Monthly: Local SEBRAE Office Data

January 2017: Serasa Experian Data

Follow-Up
20.04.17 to 10.07.17

36
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Results of the Field Experiment
Intention to treat (ITT) effects - formalization take-up results
OLS regression with covariates and

OLS regression

Control
Dependent variables
Formalization

Contact with SEBRAE

# of obs.
701

700

community fixed effects

M+IS

M

IS

M+IS

M

IS

(1)

(2)

(3)

(5)

(6)

(7)

0.112

0.064*

-0.019

-0.004

0.071*

-0.022

-0.008

(0.026)

(0.035)

(0.036)

(0.035)

(0.036)

(0.037)

(0.036)

0.012

0.104***

0.034

0.063**

0.109***

0.026

0.063**

(0.019)

(0.026)

(0.027)

(0.026)

(0.027)

(0.027)

(0.027)
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Results of the Field Experiment
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Recommendations for Inclusive Growth
Strategies and Public Policy

39

Types of Impact Evaluations
QuasiExperimental
Design

Prospective Evaluation (ex ante)

Retrospective Evaluation (ex post)

Type of
Design
Experimental
Design

Nonexperimental
design

40
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Productive Inclusion – Increasing the take-up
of business support services
• Sebrae´s Goal: Increase Managerial Capacity of Microentrepreneurs in
Favelas to stimulate growth
• Serious of courses and personal orientation offered in the community
offices
• Problem: Low take-up
• What could be the reason?
• People don´t have time?
• People don´t know about it?
• Maybe people don´t get enough out of it?
• Maybe people are in a special situation of demand when they go to the Sebrae
office?
• How could we test this?

41

Let´s review:
Methods of Evaluating Impact
Experimental Design
Method

Description

Who is in the
comparison
group?

Required
Assumptions

Required Data

Randomized
Evaluation

Experimental
method for
measuring a causal
relationship
between two
variables.

Participants are
randomly assigned
to the control
group.

Randomization
“worked.” That is,
the two groups are
statistically
identical (on
observed and
unobserved
factors).

Outcome data for
control and
experimental
groups. Control
variables can help
absorb variance
and improve
“power”.

42
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Methods of Evaluating Impact
Non-Experimental Design
Method

Description

Who is in the
comparison
group?

Required
Assumptions

Required Data

Pre-Post

Measure how
program
participants
improved (or
changed) over
time.

Program
participants
themselves –
before
participating in the
program.

The program was
the only factor
influencing any
changes in the
measured
outcome over
time.

Before and after
data for program
participants.
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Methods of Evaluating Impact
Quasi-Experimental
Method

Description

Who is in the
comparison group?

Required
Assumptions

Required
Data

Simple
Difference

Measure difference
between program
participants and
non-participants
after the program is
completed.

Individuals who
didn´t participate in
the program (for
any reason), but for
whom data were
collected after the
program.

Non-participants are
identical to
participants except
for program
participation, and
were equally likely to
enter program before
it started.

After data for
program
participants
and nonparticipants.

Difference in
Differences

Measure change
over time of
program
participants relative
to the change of
non-participants.

Individuals who
didn´t participate in
the program (for
any reason), but for
whom data were
collected both
before and after the
program.

If the program didn´t
exist, the two groups
would have had
identical trajectories
over this period.

Before and
after data for
both
participants
and nonparticipants.

44
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Methods of Evaluating Impact
Quasi-Experimental
Method

Description

Who is in the comparison
group?

Required Assumptions

Required
Data

Multivariate
Regression

Individuals who
received
treatment are
compared with
those who did
not. Factors that
might explain
differences in the
outcomes are
“controlled” for.

Individuals who didn´t
participate in the program
(for any reason), but for
whom data were collected
both before and after the
program. In this case data is
not comprised of just
indicators of outcomes, but
other “explanatory”
variables as well.

The factors that were
excluded (because they
were unobservable and/or
have been not been
measured) do not bias
results because they are
either uncorrelated with the
outcome or do not differ
between participants and
non-participants.

Outcomes as
well as
“control
variables” for
both
participants
and nonparticipants.

Statistical
Matching

Individuals in
control group are
compared to
similar individuals
in experimental
group.

Exact matching: For each
participant, at least one
non- participant who is
identical on selected
characteristics.
Propensity score matching:
non- participants who have
a mix of characteristics
which predict that they
would be as likely to
participate as participants.

The factors that were
excluded(because they are
unobservable and/or have
been not been measured)
do not bias results because
they are either uncorrelated
with the
outcome or do not differ
between participants and
non-participants.

Outcomes as
well as
“variables for
matching”
for both
participants
and nonparticipants.
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Methods of Evaluating Impact
Quasi-Experimental

Method

Description

Comparison
group?

Required Assumptions

Required
Data

Regression
Discontinuity
Design

Individuals are ranked based
on specific, measureable
criteria. There is some cutoff
that determines whether an
individual is eligible to
participate. Participants are
then compared to nonparticipants and the
eligibility criterion is
controlled for.

Individuals who
are close to the
cutoff, but fall
on the “wrong”
side of that
cutoff, and
therefore do
not get the
program.

After controlling for the criteria
(and other measures of choice),
the remaining differences
between individuals directly
below and directly above the cutoff score are not statistically
significant and will not bias the
results. A necessary but sufficient
requirement for this to hold is
that the cut-off criteria are
strictly adhered to.

Outcomes as
well as
measures on
criteria (and
any other
controls).

Instrumental
Variables

Participation can be
predicted by an incidental
(almost random) factor, or
“instrumental” variable, that
is uncorrelated with the
outcome, other than the
fact that it predicts
participation (which affects
the outcome).

Individuals
who, because
of this close to
random factor,
are predicted
not to
participate and
(possibly as a
result) did not
participate.

If it weren´t for the instrumental
variable´s ability to predict
participation, this “instrument”
would otherwise have no effect
on or be uncorrelated with the
outcome.

Outcomes,
the
“instrument”
, and other
control
variables.
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What drives firms to pursue learning?
à Behavioral Theory of the Firm
• Carnegie School Tradition: An organization requires a motivation to search for new
practices, and poor performance or performance below the organizations aspiration
provides this motivation (Cyert & March, 1963)
• Problemistic search can be understood as the specific case where search for alternatives is
triggered when the organization encounters a problem and ceases when a satisfactory
solution is identified (Cyert& March, 1963; March & Simon, 1958; Simon, 1955).
• A key domain of research on problemistic search focuses on the mechanism that triggers
search. The explicit claim in the literature of the Carnegie School tradition, and also
common across other bodies of management scholarship (Argyris & Schon, 1978;Chandler,
1962), is that “poor performance is actually necessary to catalyze the search for new
practices in an organization” (Bolton, 1993: 59).
• Mixed research findings on the triggering of problemistic search (Posen et al 2018)
• Can problemistic search theory explain the take-up of support services by
microentrepreneurs?

47

Data Challenge
• Why do we have a data challenge?
• Little Data about Microentrepreneurs in general (no book-keeping
practices), even more challenging to get individual longitudinal data
• Need for alternative data
• Credit Bureaus
• Social Security & Tax Payments
• Sebrae

48
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Study Context: Microempreendedor Individual (MEI)
Initiated in 2009
Self-employed with annual sales up to R$ 81,000
No direct registration costs
Nearly no taxes and reduced book-keeping
Links business registration to social security
Monthly, lump-sum contribution payment
49

Take-Up of the MEI program
• More than 7 million MEIs by the end of 2017
• Approximately 40% of current microentrepreneurial workforce in the
Brazil (Sebrae, 2017)
• Approximately 65% of current microentrepreneurial workforce in
bigger cities (Sebrae & own data)
• Less than half pay regularly
• Entrepreneurship Census in Maré 2014: Formalization ~ 30%
• Especially in poorer regions, rural areas and favelas formalization is
below 50 percent

50
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Data
• Longitudinal individual level data on monthly tax payment of
5,868 formalized individual microentrepreneurs from four
favelas in Rio de Janeiro: Alemão, Rocinha, Complexo da Maré
and Jacarezinho.
• Microentrepreneurs usually have limited cash reserves and face credit
constraints (e.g. Yunus 1999) – once business performance suffers, the
entrepreneurs are likely to have cash flow problems and fall into arrears
ØCredit scores of a subset of individuals 12, six and one month before
take-up

51

Identification Strategy
Three distinct analyses to measure the relationship between
the take-up rates and prior business distress
Model 1: Fixed-Effect Model
• FE model of tax payment behavior before take-up
• FE model of tax payment behavior before take-up (including
controls, to increase power)
Model 2: Difference-in-Difference Model
• Looking at the difference between changes in payment rate
before take-up between treated MEIs and control MEIs
52
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Results
Microentrepreneurs appear to be in a situation of business distress
three months before take-up of a business support service.

Similarly, the credit score
starts to fall 6 months
before take-up and,
mostly, one month before.

53

What can we learn for productive inclusion
and public policy?
• Microentrepreneurs seem to be particularly prone
to take-up business support services if they face a
situation of distress
• Opportunity costs seem to be perceived too high in
‘good times’ to engage in learning activities
• From a public policy perspective support centers
that provide individual one-to-one attendance
might be more suitable to provide support for
microentrepreneurs

54
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Interest: Promoting Stability and Growth
Potential of Microentrepreneurs
Formalization

Knowledge &
Learning

Sustaining
Formalization
55

How can we apply Behavioral Science to the
research context?
“Nudge” by Thaler and Cass Sunstein
• Libertarian Paternalism = it is legitimate for institutions of
society to consider the best interests of individuals in
structuring the choices that these individuals make
• Based on the idea that the rational agent model is
unrealistic it becomes appropriate to create “choice
architecture” to facilitate best decision making
• Nudging without taking people´s freedom of choice

56
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How would you apply behavioral science to the
study context of take-up of business services by
microentrepreneurs?
• Nudge more people in taking-up business service if they are
in a moment of stress – for example by sending them text
messages when they fail a payment
• Try to put the support present in entrepreneur´s mind so
that they can react before it is too late! For example through
a first awareness message at the moment of formalization,
followed by one text message per month.
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Microfinance: The role of and the demand for
credit and credit attributes
• Some emerging Ideas in the intersection of Psychology &
Development
• Do people have the same mental bandwidth?
• Do people suffer from specific behavioral biases because they are poor?
• Do people suffer from specific behavioral biases because they are perceived
as poor?

• How can research shed more light on these topics?

58
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Microcredit: The role of credit attributes
• What is important when we offer microcredit?
•
•
•
•
•

Interest Rate
Time for Credit Approval
Time of Loan Repayment
Group versus Individual Loan
Sympathy

• Some experience from the Field

• Entrepreneurs follow advice from loan officers they like
• Personal relationship is very important

• My Hypothesis: Especially in poorer settings and socially more
excluded areas – Sympathy may more important than anything else
in the credit offer
59

Conjoint Analysis
• What is conjoint analysis?
• How can we make use of it in this study context?
• How can we do the operational set-up?

60
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Results I

61

Results II

62
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Conclusions for Microcredit & Public Policy

63

Does microfinance make a difference?
• Start of Microcredit operations in Brazil in 1973, supported by
international organizations
• Expansion through NGOs in the 1980s
• Promotion by the government through state level development
banks in the 1990s
• BNDES entered the microcredit market in 1996
• Expansion in 2005 and since 2014 a permanent line of credit
(Produto BNDES Microcrédito)
• Organizational Structure of BNDES microfinance
• Active microcredit portfolio of around US$50 million

64
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Impact Evaluation of BNDES microcredit
product
• Impact Evaluation of BNDES microfinance program
• We compare veteran clients of BNDES to matched new clients
• We assume that this allows us to compare the same type of people who
actively procure microcredit

• Large scale study all over Brazil – RCT was not feasible
• Data Collection on MFI level (38 MFI interviews)
• Identification of potential survey participants
• In-depth interviews with 30+ clients from all Brazilian regions
• In-depth survey with 1070 microcredit clients from the northeast and
531 from the south
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Results from the BNDES evaluation study
• No significant results for income, employment generation,
access to credit, and business formalization
• For the northeast we find that women have lower income than men,
they created less jobs and they have more restricted access to credit
• Gender discrimination in economically less developed northeast?
• Our results talk to a vast set of articles that can also not find clear
positive impact results

66
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What can we learn from it?

67

Fiscal Impacts: Targeting Tax Payment of
Microentrepreneurs
• Many Entrepreneurs who formalize their business do not pay taxes and
social security (more than 50%)
• How can we think about smart enforcement and nudge strategies?
• Three studies
• Sending Voice Messages to Improve Tax Payment
• Analyzing the Impact of a nationwide booklet intervention
• What are the mechanisms behind?
• Convenience
• Information

If well designed, Field Experiments allow to test the
exact Behavioral Components of an intervention

• Reminder
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Some studies in development
• Formalizing Microentrepreneurs in Brazil - Part of a metastudy –
www.egap.org
• A RCT on Formalization of Microentrepreneurs in the East Zone of Rio
de Janeiro (Rio das Pedras until Pedra de Guaratiba)
• Consulting at the business location (longer than the first time)
• Offer to formalize at the business

• Additionally, we test how social norms effect the take-up
• We also test if WhatsApp group interactions or text message
reminders work better
• Finally, we will look at the long-term effect of each of these
treatments
• Challenges of the Field & Experiences of the Baseline Survey and the
Intervention
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Key ideas from today´s session
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Thank you!
Questions or doubts?
anna.lenz@fgvmail.br

Interested in digging a bit deeper in the life and discussions of
Maré?
• The Maria and João Aleixo (IMJA) institute
launches this Saturday it´s magazine
PERIFERIAS in the Centro de Artes da Maré
(CAM) – it´s easy to get there and it starts at
19h
• Address: Rua Bittencourt Sampaio, 181 - Tide - 21044262 - Rio de Janeiro
• You can get off at the corner with Avenida Brasil –
from there it is only a few meters

• Museu da Maré: www.museudamare.org.br
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