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Our submission arises out of the PhD by Maren Duvendack recently (November, 2010) awarded by the School of International Development, University of East Anglia, of which Richard Palmer-Jones was one supervisor, and our work on a Systematic Review (SR) with the title given below, of which the submission is the slightly amended Draft Executive Summary. The final version of the SR is due in mid February, 2011.

The SR draws on the expertise in Systematic Reviews of our colleagues at UEA in the School of Medicine, Drs. Lee Hooper and Yoon Loke. It also draws on the expertise in gender and development of our colleague Dr. Nitya Rao, and our collaborator at the University of Bath, Professor James Copestake. The responsibility for this submission lies entirely with the authors, and the views expressed cannot in any way be taken to represent those of any other people or institutions mentioned here.
This submission primarily addresses question (d). “How can we measure whether microfinance reduces poverty”

What is the Evidence of the Impact of Micro-credit on the Incomes of Poor People?
 
Executive Summary
Background

The concept of microcredit was first introduced in Bangladesh by Nobel Peace Prize winner Muhammad Yunus. Professor Yunus started Grameen Bank more than 30 years ago with the aim to reduce poverty by providing small loans to the countries’ rural poor (Yunus, 1999). Microcredit has evolved over the years and does not only provide credit to the poor but now spans a myriad of other services such as savings, insurances, remittances and non-financial services such as financial literacy training and skills development programmes, and is hence now referred to as microfinance (Armendáriz de Aghion and Morduch, 2005, 2010). A key feature of microfinance has been the targeting of women on the grounds that, compared to men, they perform better as microfinance institutions clients and that their participation has more desirable development outcomes (Pitt and Khandker, 1998). 

Despite the apparent success and popularity of microfinance, there is no clear evidence yet that microfinance programmes have positive impacts (Armendáriz de Aghion and Morduch, 2005, 2010; and many others). There have been four major reviews of microfinance impact (Sebstad and Chen, 1996; Gaile and Foster, 1996; Goldberg, 2005; Odell, 2010) concluding that while anecdotes and other inspiring stories (such as Todd, 1996) purport to show that microfinance can make a real difference in the lives of those served, rigorous quantitative evidence on the nature, magnitude and balance of microfinance impact is still scarce and inconclusive (Armendáriz de Aghion and Morduch, 2005 and 2010). Overall, it is widely acknowledged that there is no well known study that robustly shows any strong impacts (Armendáriz de Aghion and Morduch, 2005, p. 199-230).
Because of the growth of the microfinance industry and the attention the sector has received from policy makers, donors and private investors in recent years, existing microfinance impact evaluations need to be re-investigated and the robustness of their claims that microfinance successfully alleviates poverty and empowers women needs to be scrutinised more carefully. Hence, this review re-visits the evidence of selected microfinance evaluations and focuses on discussing the technical challenges of conducting rigorous microfinance impact evaluations.
Methodology
Following the established medical and educational experience embodied in Cochrane and Campbell Collaborations our assessment of validity initially focused on assessing the intervention (e.g. provision of microcredit), the measurement the outcome measures (e.g. income, expenditure, assets, health and education, empowerment, and so on), contextual factors (including other MF services) affecting heterogeneity of outcomes, and potential existence and likely significance of confounding factors.

We searched 11 academic databases, 4 Microfinance aggregator and 8 NGO or Aid Organisation websites; we also consulted reviewed book, journal article, PhD, and grey bibliographies, using search terms given in section 5.2. Articles were screened in two further stages, reducing 2643 items to 58 which are examined in detail. In the final stage we classified the research designs used in MF IEs into five broad categories; in descending order of internal validity these are – Randomised Control Trials (RCTs), Pipelines, With and Without comparisons (in panel or cross-section form), Natural Experiments and general purpose Surveys. These five categories were cross-classified with three categories of statistical methods of analysis, which in descending order of internal validity are 2-stage Instrumental Variables methods (IV) and Propensity Score Matching (PSM), Multivariate (control function), and Tabulation methods. 

Because there were very few RCTs, which do not, and many With/Without studies which do, require sophisticated analytical methods, and because we hold to the view that the validity of studies based on poor research designs (of lesser internal validity) should be compensated by sophisticated statistical analysis, we have adopted the general principle that weak research design requires more sophisticated methods of analysis in order to reach levels of validity which warrant review, although in general weak design cannot be fully so compensated (Meyer and Feinberg, 1992; Rosenbaum, 2002). Some papers use more than one method of analysis, and actual designs, data production processes, and analyses cannot be fully accommodated in such a basic two way classification with limited numbers of categories. Nevertheless, we adopted a heuristic scoring of research designs and methods of analysis, combining these scores into a single value, which provided a cut-off for exclusion.  A few papers which were marginally excluded by this approach were included based on our judgement, resulting in a final count of 58 papers. 
Our overall judgement draws mainly on RCTs and Pipelines, although we also devoted considerable attention to the most prominent With/Without studies which have been highly influential in validating orthodox favourable views of MF impacts. These earlier studies have turned out to have low validity when their analyses have been replicated.
Results

There are only 2 RCTs of relevance to our objectives; neither has appeared in peer review form, and our judgement is that one has low to moderate, and the other high risk of bias. Neither finds convincing impacts on well-being. We found 9 pipeline studies, which have been reported in ten papers. All the pipeline studies are based on non-random selection of location and clients, and most have only ex-post cross-section data, some with retrospective panel constructions allowing impact estimates of change in outcome variables, which we judge to be of low validity. 

We find no robust evidence of positive impacts on women’s status, or girl’s enrolments, but this may partly be due to these topics not being addressed in the putatively more valid studies (RCTs and Pipelines). Well known studies which claim to have found positive impacts on females are based on weak research designs and problematic IV analyses which have not survived replication, or the application of other methods, i.e. PSM. 

Given their importance in validating perceptions of the beneficence of MF interventions we devoted considerable effort to the assessment of With/Without studies which have low inherent internal validity notwithstanding analysis with sophisticated methods. In particular we discuss the two historically most significant studies (Pitt and Khandker, 1998 and USAID funded studies in India, Zimbabwe and Peru - see sections 6.3.1 & 6.3.2), which partly as a results of their prominence have been replicated. The replications fail to confirm the original beneficent findings, and conclude that there is no statistically convincing evidence in these studies to either support or contradict the main claims of beneficence of MF (Roodman and Morduch, 2009; Duvendack, 2010a & b; Duvendack and Palmer-Jones, 2011). This is partly because of the weak research design of these studies.
Conclusions

Thus, our report shows that almost all impact evaluations of microfinance suffer from weak methodologies and inadequate data (as already argued by Adams and von Pischke, 1992), thus adversely affecting the reliability of impact estimates. This can lead to misconceptions of the actual effects of a programme, thereby diverting attention from the search for perhaps more pro-poor interventions. Therefore, it is of interest to the development community to engage with these evaluation techniques and to understand their limitations so that more reliable evidence of impact can be provided which hopefully leads to better outcomes for the poor. 

[added for the purpose of this submission]

While the evidence we review contradicts neither the null hypothesis of no (or insufficient) impact, or the alternate hypothesis of beneficent impact, it is not obvious to us that microfinance as currently practised should be given much prominence in development aid funding if that aid is supposed to benefit the demonstrably poorer members of poorer societies, at least until more independent, well designed and conducted evaluations are available. The same conclusion is not drawn by others who have also noted lack of robust evidence of impact (Armendiaz and Morduch, 2010; Roodman and Morduch, 2009, among others), a difference about which we can at present only speculate. However, without elaborating in detail, we would like to draw attention to the lack of codes of ethical conduct with regard to data management and analysis, and publication in the social sciences and among economists in particular. This is evident, for example, in recent moves by the American Economic Association to develop codes for data and statistical code availability (AEA), and by the medical and other academics for ethical publication (COPE). 
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� This is the title and question addressed of the Systematic Review mentioned above.






1

