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A
s a development economist, I very much enjoyed reading and 
learning from these books.  Both are cut from the same cloth, cover 
similar material in similar ways and move beyond sterile debates 

help the poor escape their poverty.  I appreciate them not only because I 
learned a lot about development work, but also because both books are–I’m 
not kidding–page turners.  I had a hard time putting either of them down, a 
rather remarkable thing to say about substantive books on economics and 
poverty.  The writing is crisp and engaging, full of fascinating stories of 

readers to put human faces onto the data and the analytical reasoning.  
Especially delightful is the unmitigated focus on the positive.  

ideas (and at times on each other) by the likes of Easterly, Sachs, Collier 

testing, followed by humble interpretations of what actually seems to work 
well.  Neither book tries to provide an overall argument for that elusive 

offer us no “sweeping conclusion,” only some important lessons that allow 

use tools that are proven to work” (p. 235). 
 That they are cut from the same cloth is hardly surprising when one 

precisely the sort of research and testing that he learned from Banerjee 
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to use randomized testing to evaluate programs, policies and issues in the 
effort to alleviate poverty.   So similar are these two books in approach, 

read a sentence in one book and are certain you read pretty much the same 
sentence in the other. Still, in spite of the great similarity, there are also 

analysis to a deeper level that do Karlan and Appel , who stick more to a 
practical evaluation of which programs work better than others.  
 All four authors describe themselves as behavioral economists, meaning 
that they believe human beings behave in ways that are sometimes rational, 
sometimes irrational, and sometimes rational according to different criteria 
than economists capture with their typical assumptions about rational 

homo 
economicus of neoclassical fame as “econs,” and to the people who have 

to make decisions, and who are sometimes “shockingly inconsistent,” as 
“humans” (p.6).  If we really want to understand human behavior as it is 
actually lived, researchers must observe what people actually do when 
confronted by real choices.  Such real choices can be understood only with 
reference to culture, social norms, religion, psychology, brain structure 

patterns.  If we can understand the reasons behind the choices people 

can actually foster better choices, better systems and, ultimately, better 
lives for the poor.  
 As behavioral economists, the authors reference some of the previous 
work done in developed countries on how to help people improve their 

which are then applied to situations in developing countries.  This work 
includes such issues as “the last mile problem,” our need for “nudges,” our 
troubles with accurately assessing present versus future needs, our trials 
with temptations, and our efforts to rise above them.  In societies where 
poverty is rampant, education is weak, and poor health widespread, these 

to use Oral Rehydration Therapy (ORT), treat their water with chlorine, or 
use bed nets.  These practices are highly effective and incredibly cheap.  
Any rational “econ” would rush to use them.  Yet the poor do not use them 
nearly as much as seems obvious that they should.  The authors want to 
know why and what kinds of interventions will help the poor improve their 
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saving, taking out loans, buying insurance, applying fertilizer, sending 

 The major contribution that both books bring to these familiar and vital 
topics is testing, which they make every attempt to do through carefully 
planned randomized control trials (RCTs).  In case after case, the authors 
manage to randomly separate sizeable populations into trial groups and 
control groups, collect data, and interpret the results.  Their tests and 

and clients.  Such evaluative testing leads organizations to drop practices 
that are not working well and increasingly to pursue those that really do 
work better.
 Both books are divided in chapters by topics.  Karlan and Appel present 

(which also addresses the choices people, especially girls, make about 

under other headings than farming.  One topic that is intentionally covered 

government policy, a topic that is much more of a running theme throughout 

decisions, particularly the arenas of microcredit, insurance, saving and 

business issues.  Both books concur on all these points:
Do high interest micro loans really help?  Yes, but not as much as 
if often claimed.
Should loans be tightly restricted to ensure the loans are used 
appropriately?  No, such restrictions do not help and may actually 

motorcycle to get to work.  
Do individual gains made by microenterprise owners bring poverty 
alleviating change to whole communities?  No, such gains are not 
discernible.
Does training help borrowers engage in better business practices?  

medium enterprise activities.  Microenterprises generally stay very 
small.  
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Does group liability for loans encourage higher payback rates?  
No, but meeting in groups is still helpful even if members are not 
responsible for each other’s loans.
Is meeting frequently in lending groups important?  Yes, weekly 
meetings lead to higher payback rates than monthly meetings.
Do people save more when they are nudged periodically?  Yes, 
simple reminders to save made a big difference in people’s saving 
habits.

is to take the whole microenterprise movement down a notch.  In spite of 

programs are helpful and good, they also point out that they are not as 
good as often portrayed.  We need to consider many other ideas and 
interventions in addition to this one.  As Karlan and Appel say, “The 
problem with microcredit is the way it has been pitched: as a one-size-

businesses still have an important role to play in the lives of the poor….  
But we are kidding ourselves if we think that they can pave the way for a 

lays out the major takeaways from their research.  For Karlan and Appel 

increasingly integrate the work of development practitioners.  These 
takeaways are (1) saving is important (probably more important than 
credit); (2) people save more if they are reminded to save; (3) farmers use 

can be very effective; (6) convenient chlorine dispensers have a big impact 
on clean water and health; and (7) commitment devices work (pp.273-
275).

we can also witness one of the key differences between the two books, 
for while Karlan and Appel focus laser-like on practical questions of 

lack critical pieces of information and believe things that are not true,” 
(2) “the poor bear responsibility for too many aspects of their lives,” (3) 

“poor countries are not doomed to failure because they are poor,” and (5) 
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 Whereas Karlan and Appel remain intensely practical, Banerjee and 

responding to the Sachs-Easterly debate, Karlan and Appel recommend 

that work.  These are the aid programs worthy of support.  In contrast, 

in which cases.  As such, they are on the hunt for true poverty traps, which 
Sachs says are frequent and which Easterly denies. They are also on the 
lookout for when planned interventions can help, which would support 
Sachs, and when unhindered markets yield the better result, an outcome 
that would favor Easterly.  Using the Indian term “wallah,” which means 

to Easterly as a “demand wallah” (pp. 72-73).  Sachs wants government 
and other organizations to supply goods and services to people to help 
lift them out of the various poverty traps into which they’ve fallen, while 
Easterly, believing such methods lead to stunning failures, prefers to rely 
on people making their choices known in the market so that entrepreneurs 
can respond to their demand.  

supports both to some degree and in some instances.  On the one hand, 
the evidence for real poverty traps is thin at best, which seems to favor 
Easterly.  On the other hand, there are plenty of situations where outside 

given away; Easterly believes free bed nets will be wasted, because when 
people want bed nets they demand them and local suppliers produce them.  

that the supply wallahs win this one.  Free bed nets are indeed widely used 
and have had huge impacts on health and economic well-being.  Raise the 
price to market level, however, and people use them much less than they 
should.  In another case, the use of contraception for birth control, Banerjee 

people do not want to use it.  Score one for the demand wallahs.  There are 

keep people from making good choices that would clearly be to their 

problems, like principle-agent issues (as when parents choose whether 
their children go to school), moral hazard and adverse selection (as in 
insurance markets), but all too often poor choices arise from an unholy 
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when parents seem to have false understandings of the value of schooling, 
to the point that their false beliefs lead them to “create a poverty trap 

believe education does not have much value for some of their children, 
they keep them out of school and unnecessarily consign them to lives of 
poverty.  In another case, they study why nurses do not come to work 
and discover it is not because the nurses are lazy or immoral, but because 
their jobs have been so ridiculously structured that they are essentially 

The nurses’ workload was based on an  that wants 
to see nurses as dedicated social workers, designed in 
ignorance of the conditions on the ground, that lives on, 
mostly just on paper, because of inertia (p.259, emphasis 
in the original).

 Because the “three Is” plague both the poor and also policy makers 

to increasingly employ programs that manifestly work to overcome the 
three Is and thus provide the rationale and encouragement to people to 
make better decisions, like sending their kids to school, using bed nets, 
and saving.  A second remedy comes in the form of their advice to aid 
programs, which is to structure their interventions more wisely.  Based 
on their research, programs should give away bed nets, sell fertilizer at 
harvest time, and remove restrictions on microloans and conditional cash 
transfers.

the pragmatism of Karlan and Appel, which is paying more attention to 
politics and policies and the overall structure of institutions.  Banerjee and 

an especially helpful role.  Governments need to supply quality education, 
help the poor pay for health insurance and regulate insurance markets, 
regulate markets for saving so that the poor have more opportunities to 
save, and provide social safety nets to reduce the incredible risk the poor 
must cope with every day.  

plagued by corruption, and they are not starry eyed when suggesting such 
government involvement.  Instead, they argue that in the political arena 
too we can continually make improvements at the margin, even when big 
issues like government corruption are widespread and serious.  They know 
that powerful people, including those in government, often behave in ways 
inimical to the well-being of the poor, but they insist that “there is scope 
for improving the functioning of institutions, even in relatively hostile 

the functioning of programs in proven effective ways, then gradually the 
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politics will also be affected, starting what they call a “quiet revolution” 

positive impacts on service provision and accountability, even when the 
outcome of the election is predetermined.
 Economists committed to ending poverty and working for a world in 

even join the authors in the conduct of RCTs.  Undoubtedly this includes 
Christian economists, who in many ways can give a collective “amen” 

One is the assumptions of behavioral economics that acknowledge that 
people behave in all sorts of ways for all sorts of reasons.  Sometimes 
people make good choices, but they make poor choices too.  Such a view 
of the human condition is much closer to Christian understandings than 
the traditional neoclassical anthropology.  

an empathy for the poor that represents a desire to be helpful rather than 

make decisions about basic areas of life, like ensuring their own clean 
water supply (ours is piped in), eating nutritious food (we have vitamins, 

us have social security and pension plans), how to secure their assets (we 

countries rarely have to think about.  All of this the Christian economist 

that we should help people in need who we are able to help.  But such 
a foundation is weak compared to the rich Christian understandings of 
image bearers, human solidarity and deep moral responsibility that arises 
from the second great commandment, “Love your neighbor as yourself” 
(Matthew 22:39b).  A second weakness is the top-down character of the 

to be manipulated.  Yes, there is empathy for the poor and the struggles 
they face, but where are the attempts to listen to the poor, to encourage 
their own investment and ownership in the management of their own 
lives?  Instead, though I say this lightly, there is a tendency to see the poor 
as variables to be manipulated to ensure choices that lead to the somewhat 
narrow goals of economic well-being.  Which leads to the third concern, 
which is that there is little attention to what Christian development theorists 
refer to as a holistic understanding of development, one that includes not 
only economic well-being, but also restored relationships with God, with 
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self, with others, and with creation (see Myers 2011and Corbett & Fikkert 
2009).  As it is, these two books are mostly occupied with health and 
wealth.  Both of these, seen in a proper light, are good goals, but for the 
Christian economist they do not tell the whole story.

books that Christian economists will do well to learn from.  In addition 
to all the valuable lessons about what works and what does not, there is 
an important modeling lesson to be gleaned here as well, which is that 
Christian economists and Christian development organizations can follow 

effective at achieving a full range of development goals.  
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