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Randomization of What?
Moving from Libertarian to ”Democratic Paternalism”

Judith Favereau & Nicolas Brisset

GREDEG Working Paper No. 201634

Esther Duflo and Abhijit Banerjee within the J-PAL, promote the use
of randomization as an efficient way of fighting poverty. Mainly, J-
PAL’s project aims at testing what can be assimilated to nudging de-
vices through randomization. Nevertheless, Duflo recently changed her
perspective from a kind of libertarian paternalism toward a stronger
paternalistic view. The paper methodologically explains such a shift
through the incapacity of J-PAL’s use of randomization to give access
to the whole process of poverty since it focuses only on the individual
decision-making process. Our claim in this paper is that this shift for a
stronger paternalism can be explained by a twofold failure of focusing
only on the use of randomization: (1) the incapacity to show how indi-
vidual behaviors are related to poverty, (2) randomization alone does
not give access to an important determinant of the decision-making
process, namely the social framework that embeds it.

Keywords: Randomization, Behavioral Economics, Experimental Eco-
nomics, Causality, Poverty, Paternalism.

JEL Classifications: F63, B41, C9, D03.

1 Introduction

“We might begin looking for principles governing the acceptable use
of paternalistic power in cases where it is generally agreed that it is
legitimate. (...) What is it that justifies us interfering with children?
The fact that they lack some of the emotional and cognitive capacities
required in order to make fully rational decisions. It is an empirical
question to just what extend children have an adequate conception for
their own present and future interest but there is no much doubt that
they are many deficiencies.” (Dworkin, 1972, p.152, our emphasis)

Randomization - a methodology imported from medicine - is today one
of the most used tools in development economics.1 This methodology at-
tempts to determine the impact of an intervention through a statistical
and experimental framework in order to base the fight against poverty on
evidence. Its use in development economics was established in 2003 by a
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group of researchers from MIT - Abhijit Banerjee, Esther Duflo and Sendhil
Mullainathan - who created a research laboratory dedicated to randomized
experiments. This laboratory, the Abdul Latif Jameel Poverty Action Lab
(J-PAL), has today more than 70 researchers around the world, and has con-
ducted more than 250 experiments. Esther Duflo and Abhijit Banerjee are
the main figures of this movement, as they initiated and promoted the use
of randomization in development economics. Randomized field experiments
(RFE) conducted by the J-PAL, have had great success within economics,
mainly because, through its experimental design, J-PAL’s RFEs allow to
produce reliable results and, therefore have a strong internal validity. This
leads Angrist and Pischke (2010) to speak about an “empirical revolution.”

Despite the enthusiasm for randomization in development economics, it
is still unclear what randomization really produces and if it achieves its
stated objectives, namely, (1) to provide evidence of development policy
efficiency and (2) to use these pieces of evidence to guide policy makers’
decisions. We show that in addition to being an experimental procedure,
the randomization used by J-PAL’s researchers supports an idea of poverty
inspired by Kahnemanian behavioral economics, and an idea of development
policy broadly drawn from the libertarian paternalist draft. In plain terms,
J-PAL’s researchers are inclined to test some nudges which could have great
consequences for reducing poverty. The main goal of the J-PAL’s approach is
twofold: from an academic stance, to isolate the fine mechanisms of poverty,
and from a political one, to set a new kind of policy against poverty. These
aims are tackled by reducing the inquiry scale by focusing on small changes
(nudges) that potentially involve big consequences. This is clearly reminis-
cent of the so-called libertarian paternalism project, sustained by Sunstein
and Thaler. However, Duflo recently changed her perspective towards a
“harder” paternalistic view. In a recent lecture (Duflo, 2012), she promoted
hard paternalism in recommending mandatory behavior, as imposing immu-
nization for children.

Our claim in this paper is that this shift is the consequence of a twofold
methodological failure of randomization when such a methodology consti-
tutes the unique tool to conceive policy recommendations to fight poverty.
Indeed, we show that RFEs used alone do not give access to the whole
decision-making process of the individuals. Moreover, in considering poverty
through the only prism of behaviorism, RFEs do not identify the social
causes of poverty. Therefore, the conditions of a nudge to perform are
unidentified, and explaining why this kind of device does not often work to
fight poverty. We defend this is why Duflo, in order to guarantee the in-
ternal validity of randomization, proposed a stronger paternalism - even at
the price of being contradictory within her own approach. In order to show
that, in the first section we exhibit how RFEs in development economics are
based on Kahnemanian behavioral economics and therefore how J-PAL’s
RFEs are inclined to propose nudges to fight poverty. In the second section,
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we precisely define the shift of Duflo for a stronger paternalism. In the last
section we demonstrate how the two methodological failures of the unique
use of randomization explain this radical shift.

2 Beyond experimentations: Theoretical Frame and
Policy Implications

The main concern of J-PAL’s RFEs is to assess the impact of a specific
development program in order to determine its efficiency and then guide the
policy makers of developing countries. These programs are local, since the
experimental design of RFEs does not allow assessing institutional changes.
Therefore, J-PAL’s RFEs focus on the behavior of the poor, which leads to
a particular apprehension of poverty. The aim of this section is to define
the inherent theoretical frame of J-PAL’s approach and exhibit how a nudge
follows directly from it. We first present this theoretical frame by showing
both how it is related to Kahnemanian behavioral approach and why J-
PAL’s researchers focus on such a frame in order to guarantee the internal
validity of randomization’s results (2.1.). Then, we show how nudging is
promoted in order to fight poverty (2.2.).

2.1 A Theoretical Framework Based on Time Inconsistency

The experimental and statistical design of RFEs, was developed by Ronald
Fisher (1935; 1926) for agriculture and then mainly used in medicine through
the RCTs. Randomized experiments are defined through both an experi-
mental design and a statistical robustness. The core of this experimental
design is the random dimension: the participants of the experiments are
randomly assigned into two groups (a control one and a treatment one), this
allows removing selection bias.2 It is the unique method, which, intrinsi-
cally, allows such selection bias to be removed. That is why randomization
is often considered as a methodological “gold standard” (Cartwright, 2007;
Banerjee and Duflo, 2009). Duflo and all of the researchers from the J-PAL
use and promote this methodology as a unique tool to fight poverty (Duflo,
Glennerster and Kremer, 2007; Duflo, 2006). From that, the RFEs of the
J-PAL share two main objectives, mainly translated through their leitmotiv
- “translating research into action”: (1) producing evidence and (2) using
these pieces of evidence to guide decision makers in developing countries.
The production of evidence is allowed through the help of the random di-
mension of these experiments, which gives the opportunity to obtain reliable
results. The use of these results by policy makers seems more problematic.
The experiments are implanted on the field, therefore, they are mostly de-
pendent on their context; on the one hand, it can be difficult to use the
results from one experiment carried out in a specific region in Kenya for a
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policy maker in Mumbai, on the other hand it can be difficult for a pol-
icy maker in Kenya to extend the program tested in this specific region in
Kenya to the whole of Kenya. In other words, RFEs have a strong internal
validity (reliable results) but struggle with external validity (the use and the
generalization of these reliable results).3

Furthermore, this new way of fighting poverty necessarily implies a re-
definition of the policies that are testable, since RFEs are hardly applicable
to big institutional changes. As a result, J-PAL’s researchers aim to focus
on small questions rather than institutional ones in order to be able to offer
such answers. Hence, this bottom-up perspective focuses on the behavior
of the poor, in order to understand the process of their decision-making
and then reduce poverty by acting on this process. As Bannerjee (2005)
points out, the goal is to build “new development economics” based on the
overlap of three sub-fields: development economics, experimental economics
and behavioral economics. In this perspective, the main issue of poverty
is intertemporal inconsistency. If today it is well-known that all people
could exhibit such inconsistency, the consequences are much more devastat-
ing for the poor than for the rich: time inconsistency4 could explain why
the poor remain poor (See, for example: Banerjee and Duflo, 2011; Duflo,
2012).5 Such a conceptual framework is reminiscent of Kahneman and Tver-
sky’s prospect theory (1979), which identifies some gaps between standard
expected utility rationality and “real” rationality observed in throw exper-
iments. This theory stresses the role of the environment in the decision-
making process. In a broad sense, the environment includes the very close
architecture of choice (the way the alternatives of a choice are displayed), as
well as the cognitive environment in which people are embedded. As a re-
sult, according to Kahneman and Tversky, individuals do not estimate their
alternatives objectively. They are victims of cognitive bias, mainly including
over-evaluation of the present state which distorts rational decision-making.
A way of conceptualizing the inconsistency is to say that individuals are
composed of multiple selves, with different utility functions that are acti-
vated by different contexts over time (Bénabou and Tirole, 2004). In such
a perspective, intertemporal inconsistency could be seen as the result of a
bargaining relation between the different selves (Ainslie, 1991). Whatever
kind of analytical tools one uses for modeling it, intertemporal inconsistency
is used in development economics á la Banerjee and Duflo in order to un-
derstand why individuals prefer in time t to receive a small reward in t+1
instead of a larger reward in t+2, and then change their mind in t+1. Nev-
ertheless, time inconsistency is not, for Banerjee and Duflo, the only reason
of very low use of inexpensive and effective ways of fighting poverty. In
particular, they claim that time inconsistency can be reliable in explaining
why individuals do not go to a health center to immunize their children one
time, but it seems unlikely that people postpone the immunization of their
children again and again. Thus, if this were the case, they would have to be
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perpetually fooled by themselves. That is why, according to Banerjee and
Duflo, another explanation is needed. This other explanation is related to
the fact that poor people underestimate the benefits of such actions:

“We are certainly somewhat näıve and overconfident about our
own ability to do the right thing in the future. But if parents
actually believe in the benefits of immunization, it seems unlikely
that they can keep fooling themselves month after month by
pretending that they will do it next month until the entire two-
year window runs out and it is too late. (...) The more plausible
explanation is that they procrastinate and they underestimate
the benefits.” (Banerjee and Duflo, 2011, p. 67)

While confirming Duflo and Banerjee’s claim that individuals underes-
timate the benefits of an investment in immunization, it is not sufficient to
move away from classical time inconsistency, since this is well defined by
the fact that people systematically regret in t+2 their choices made in t+1,
even if they were aware of them in t. That is to say, people’s preferences
are dynamically inconsistent: they will depart from their original choice if
they can revise them in the future. This feature is known as hyperbolic dis-
counting. That is why people postpone again and again the immunization
of their children, even if they know the benefits of doing it. That is exactly
the point put forward by Kahneman and Tversky’s prospect theory, and
in Sunstein and Thaler’s libertarian paternalism. In both cases, standard
rational choice theory is seen as a normative benchmark (Davis, 2013).

2.2 The Political Framework: the Poor and the Nudge

The behavioral approach of Banerjee and Duflo paves the way to Richard
Thaler and Cass Sunstein’s so-called “Libertarian Paternalism” (Sunstein
and Thaler, 2003A, 2003B). Taking for granted that in many cases, people
lack clear, stable and well-ordered preferences which lead to a posteriori
regrets, Sunstein and Thaler defend the possibility of public intervention
consisting in giving some incentives to people in order to make them act
rationally. While context dependency constitutes for Banerjee and Duflo,
the origin of irrationality, it is also the way to overcome it in redesigning a
“good system of choice architecture”, that “helps people to improve their
ability to map and hence to select options that will make them better off.”
(Sunstein and Thaler, 2008, 101) Such a system includes two major tools:
de-biasing measures and nudges. The former tool consists in letting people
know why their decisions are not rational most of the time. The latter
tool is subtler: a nudge is a measure that encourages individuals toward
a more rational choice. For instance, the fact that the most advantageous
savings system is proposed by default can radically increase its participation
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rate (Madrian and Shea, 2001; Thaler and Bernatzi, 2004). It is at once
paternalistic, since it orients the individual preferences in a specific way
and libertarian because it does not mandates behavior and leaves people
free to make their own choices. Therefore, it leaves to individual his/her
possibilities of action, and at the same time creates incentives try to orient
individual actions. In a nutshell, libertarian paternalism helps people to gain
self-control by driving their separated selves to act as if they were a single
self (Davis, 2011, p. 61). As a consequence, they no more exhibit hyperbolic
discounting, and do not exhibit a posteriori regret. As an experimental
approach, Banerjee and Duflo’s project consists precisely in testing different
ways of de-biasing or nudging people. As we saw above, this fits in with the
procedure they designed to test only some little changes.

The work of Michael Kremer et al. (2011) is paradigmatic of this kind
of solution: a lot of developing countries do not have access to clean water.
There is however a very inexpensive and effective way to clean the water:
putting some chlorine in the water will clean it and make it drinkable. Yet
people do not use the chlorine. Kremer et al. decided to test specific nudging
devices in order to make people use it. They decided to install a chlorine
dispenser next to the village where people go to get water. This dispenser
provides chlorine in “one turn” of a knob. This makes the chlorination of
water really easy, and the experiments results were positive, and showing
that people use chlorination more with this dispenser than when there was
no dispenser. It is clearly a nudge in the sense that the choices do not
alone change the architecture of the choice (there were some places to buy
chlorine before). In the previous situation, people under-valued the future
gains from use of the chlorine. The “one turn” strategy diminishes the cost
of such a use and encourages people to buy chlorine. Therefore, nudging
seems to be a good solution to make people use what they did not do so
before, in order to improve their lives. Especially, concerning the poor who
suffer from the same biases than the rich, but for whom the consequences
are more devastating:

“The poor seem to be trapped by the same kinds of problems
that afflict the rest of us - lack of information, weak beliefs, and
procrastination among them. It is true that we who are not poor
are somewhat better educated and informed, but the difference
is small because, in the end, we actually know very little, and
almost surely less than we imagine.” (Banerjee and Duflo, 2011,
p. 68)

According to Duflo and Banerjee, the real difference between rich and
poor people is that the former face more invisible incentives than the latter.
For instance, since the water is by default cleaned in rich countries, rich
people do not have to deal with the cleaning process: they do not have
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to think about it. Another example: children’s immunization in developed
countries is undertaken by the institutions (for instance in schools), and
the rich do not have to choose to vaccinate their children. In other words,
rich people have fewer responsibilities than poor people. Instead of poor
people who have to make so many choices today, lots of decisions are already
made for rich people, and they do not have to think and worry about them.
Both rich and poor individuals are victims of time inconsistency, except
that the poor have more choices to make and the consequences of their
choices are bigger than the ones of the rich. That is why Duflo and Banerjee
propose to be paternalistic toward the poor, since the consequences are more
devastating in their lives than the one of the rich. Furthermore, for Duflo
and Banerjee, the rich are already hugely nudged and live in a much more
paternalistic world than the poor (Banerjee and Duflo, 2011, pp. 69-70).

3 From One Form of Paternalism to Another

According to prospect theory, the biases from which the poor are suffer-
ing can be related to the context in which choices are made.6 However,
surprisingly and unrelated to the inherent theoretical framework of her ap-
proach, Duflo does not appeal to play on this context of choices, but she
argues for taking away of the poor some of their choices in order to improve
their freedom. It is what she calls a “democratic paternalism.” The aim of
this section is to define precisely this shift from libertarian paternalism to
a democratic one, not yet analyzed in recent literature. We first define this
paternalism and its aims (3.1.). Then, we exhibit two main philosophical
confusions within the definition of this paternalism (3.2.).

3.1 Towards a Democratic Paternalism Based on “Capabil-
ities”

The democratic paternalism of Duflo seeks to reconcile freedom and pater-
nalism; therefore, she proposed to define this new paternalism:

“As the practice of providing a set of basic needs for people (this
set may vary), typically without consulting them on what their
needs actually are.” (Duflo, 2012, p. 2)

She aims to base this paternalism on the notion of “capabilities” devel-
oped by Amartya Sen (1987, 1992, 1999, 2009). The role of the capabilities
is twofold: capabilities are the core of a new definition of paternalism and
of a new definition of freedom. The definition of freedom for which Duflo
credits Sen is “the ability [to] realize one’s potential” (Duflo, 2012, p. 15),
but she does not enter in the details of this notion. This definition leads
Duflo to conclude that a rich person is free in a society where chlorine is
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already in the water, without explicitly asking people if they want this. She
claims that the freedom of putting chlorine in water or not is not a real
freedom, and it “is just a freedom to stumble.” (Duflo, 2012, p. 17) As
we have seen, some poor people stumble with their choices - they do not
put chlorine in the water. In that sense, Duflo considers that “all of these
choices make the poor less free.” (Ibid). For Duflo, making choices can
represent a cost, because it takes time and energy. She refers explicitly to
the famous “white bear experiment.”7 Banerjee and Mullainathan (2008)
propose a model to express this latter idea. In this model, the attention of
people is divided between home and work. The only difference between peo-
ple is their productivity. It shows that people who are more productive have
a higher income and therefore can afford goods that reduce the problems at
home. In that sense, it creates a virtuous circle. In contrast, people who are
less productive will have more trouble at home. For Duflo, this goes in favor
of taking away from the poor some of their choices by imposing them some
“basic need” or “set of rights.”8 The core of her paternalism is to set poor
people free from some choices in order to give them a mental space which
will allow them to focus on the real opportunities they face. Therefore, she
aims to construct a form of paternalism built in two steps: the first is to
reduce the choices of the poor (reduce their freedom) in order to secondly
ensure their freedom (their capacity of achievement). In this sense, she aims
to offer a new view of empowerment9, giving the possibility to the poor to
take initiatives.

Nevertheless, a very crucial question remains, namely what kind of choices
will be taken away from the poor. More specifically, how can we decide which
choices have to be taken away from the poor? And is it “right” to decide
for the poor only because they are poor and face too many choices? Does
saying that something is already the case for rich people constitute a suffi-
cient justification? This starts to become a moral question, to which Duflo
does not give any answers. Nonetheless, she is aware of the fact that the
paternalism she proposes faces three main problems.

The first one is “when strong defaults with an exit option are not possi-
ble, (i.e. things need to be made mandatory with no libertarian paternalism
escape’ of Thaler and Sunstein) can we still say that paternalism for the poor
means more freedom?” (Duflo, 2012, p. 23) Therefore the first issue, for
Duflo, is when paternalism is no longer linked to that of Thaler and Sunstein
which provides the “relative philosophical comfort of having our cake and
eating it too, when we have to choose between doing nothing and imposing
mandate.” (Ibid) Duflo deals with this issue very quickly, by just pointing
out that “imposing mandate” can, in fact, ensure freedom. Yet, her position
on the libertarian paternalism developed by Sunstein and Thaler becomes
more and more cloudy. It seems she defends this kind of paternalism, when
it is applicable to poor peoples’ situations, but at the same time she seems
to be saying that the situations the poor face are clearly different from those
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of the rich; that is why harder paternalism is needed and for that we have to
lose our “philosophical comfort.” Several problems arise. What exactly is
the position of Duflo with respect to “libertarian paternalism”? If she is in-
deed moving to a new paternalism and consequently loses the “philosophical
comfort” of Thaler and Sunstein, on which philosophical foundations does
she base her paternalism? What is the real argument for harder paternalism
towards the poor? Is the difference between poor and rich only correlated
to the fact that the rich live in a more paternalist world? In this sense,
what is exactly the paternalistic world of the rich? Is it just an institutional
paternalism built into the existing infrastructures in the rich countries?

The second issue pointed out by Duflo somehow directly echoes the var-
ious questions we have asked. This issue relates to “basic needs” and “sets
of rights,” which her paternalism should permit to be given to the poor.
This issue questions, in fact, the choices that Duflo considers as noise, i.e.
the choices that have to be taken away from the poor. It is here that her
“democratic paternalism” emerges; when she explains that these choices or
“basic needs” should be defined by a deliberative process. However, for her
this deliberative process is a kind of chicken-and-egg problem:

“Logically, the basic package should be decided as the outcome
of a democratic process. But this requires the meaningful par-
ticipation of all citizens, and that in itself requires the poor to
have peace of mind.” (Duflo, 2012, p. 23)

From this perspective, she agrees with Sen by pointing the role of a
democratic process. We can note that it is extremely strange for her to
base her paternalism on the notion of capability developed by Sen, and the
notion of freedom which stems from it, and not to link these basic needs with
capabilities. In Sen’s theory, capabilities are the drivers of freedom. Many
controversies have existed in understanding if Sen’s theory is operational,
especially as Sen has always refused to list capabilities, and he has never
even said if he agrees with those of Martha Nussbaum (2000). Duflo could
have referred to this list, and maybe solved her chicken-and-egg problem.
Or she could have explicitly taken the position of Sen, arguing for a new
philosophical construction which at the same time could have solved her
problems with the paternalism of Sunstein and Thaler. In not doing that,
the reference to Sen in the definition of her new paternalism seems as cloudy
as its link with the paternalism of Sunstein and Thaler. Nonetheless, Duflo
rules out this issue. First, she just says that, in fact, this question does not
need to be the first one asked. Secondly, she thinks that the determination
of the “basics needs”, which should be imposed, will meet a consensus and
that everybody wants, for example, avoiding infant mortality. It seems very
likely that everybody is in favor of avoiding infant mortality, but nothing is
less sure than the justification of paternalist action to this end. Here Duflo
conflates two different phenomena: fact and action.
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The last issue she points out concerns the role of the government in
this paternalism and more specifically the trust that people will have in
government. As we have seen above, she largely explains the problem of
trust in developing countries, but surprisingly she explicitly does not give
any answers to this question:

“This lecture was about whether paternalism was desirable to
enhance freedom, more than whether it was achievable, so in a
sense this question is beyond its scope. Nevertheless, it is impor-
tant because it may render our conclusion moot if empowering
governments to do more to end up reinforcing bad institutions.”
(Duflo, 2012, p. 24, our emphasis).

3.2 Beyond the Shift: Two Main Philosophical Confusions
Concerning Sen’s Frame

Even though, Duflo herself points out some of the limitations of her pater-
nalism, this later seems to be in contradiction with the initial capability
approach of Sen, at least concerning two points. First, Duflo considers pa-
ternalism as an instrument for further freedom, when freedom has to be both
instrumental and substantial for Sen. Second, Duflo urges for the creation
of basic needs, when this later is a determined set of elements, the definition
itself of capability is a process of the individuals.

Let us have a more closer look at the first philosophical problem, by
considering paternalism as a tool for freedom; Duflo considers freedom only
as an end. But the process to freedom is as essential as freedom itself: When
Sen asked Duflo10, “choices of what?” he underlines the value of choices.
One may always make the wrong decision but value more the fact of having
the choice of his own decision. The poor could accept to be removed from
certain choices, but one can easily imagine that they would want to be the
ones who decide which choices are taken away from them. In other words,
to be consistent with Sen’s capability approach, Duflo should consider that
the definition of these basics needs should be the one of the poor. This
strongly declines the idea of paternalism as an instrument. Furthermore,
when Duflo evokes the fact that some decisions can be consensual - as the
infant mortality -, she blurs the lines more between means and end. Perhaps,
most people would morally agree that the death of children is unacceptable,
but here people would agree on a moral fact: the death of children. However,
that is not to say that they would agree on the way to avoid these deaths.
In other words, agreeing on a moral fact does not mean one agrees on the
instrument used to get to change this fact. Here, there is a consensus on
the end, but there is no consensus on the means. To take another example,
when Duflo says that rich countries are much more paternalistic than poor
ones, with the existence of social security nets or infrastructures, she also
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confuses the process and the results (the means and the ends). The rich
countries might be paternalistic today as a result, but the fact that they
are is commonly the fruit of a democratic process: rich people choose to be
taken away from some decisions.

This idea is clearly reinforced by the second contradiction: the confusion
between basic needs and capabilities. Duflo herself questions the definition
of this need and offers a pretty vague and open definition of this later.
However, she gives some examples of what these basics needs can be such
as immunization, chlorine water, and default options. All of these examples
do not refer to the notion of capabilities but rather to the one of functioning
defined by Sen. The functioning is for Sen the dotation of an individual,
and the capability is the possibility to use this dotation. In other words,
functioning translates a fixed element when capability is about a process.
Here, Duflo does not contemplate a process of possibilities or freedom, but
she contemplates a dotation, a fixed element. Hence the question is: can
the imposition of a fixed element, a dotation (a functioning) increase the
possibilities of the individuals? Let us take a rude example to answer this
question: imagine a man who does not have legs. If one gives him a bike
this man would have one more functioning (the bike), but this functioning
would not work on his capacity. This man cannot use the bike and even if
he gets another bike nothing would change for him. In other words, it does
not make sense to increase the functionings if no one has the possibility to
use these functionnings. Therefore, to improve the fate of individuals, in a
Sennian perspective, one must act on the possibility, that is to say, on the
process. Hence, Duflo’s paternalism is far from the capability approach of
Sen’s, and leaves aside the notion of process by focusing on the end.

More importantly, it seems impossible to define a new paternalism with-
out primarily defining some fundamental elements as basic needs, which
Duflo evoked. Therefore, in promoting a new paternalism, Duflo increases
the task needed in order to propose some clear and achievable policy recom-
mendations. The first task is to orient the experiments towards the building
of a general theoretical framework. This will allow understanding why some
measures are efficient and some are not. In addition to this theoretical
framework, a strong moral examination of paternalism is needed, in order
to give it specific bounds and to define basic needs.

4 Looking for Causality, Individuals and Context:
Explaining the Shift

The proposition of Duflo for strong paternalism seems to be a radical turning-
point. Surprisingly for an evidence-based approach, there is no evidence to
justify this new paternalism. It seems we face a very paradoxical position.
The aim of this last section is to provide a twofold epistemological expla-
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nation to this shift as well as the two philosophical confusions of Duflo’s
paternalism. We first show that, used alone, RFEs do not identify individ-
ual’s causal capacities since their results only show the average treatment
effect (4.1.), therefore the capacity on which the nudge has to perform is
not identified. Then we show that the second capacity that needs to be
identified to understand why a nudge performs, the social causal capacity, is
also hidden by only using RFEs. Indeed their results are like a “black-box”
and do not give access to the whole decision-making process of the poor, ex-
plaining why without losing in internal validity Duflo appeals for a stronger
paternalism. In the same way, the invisibility of both individual and so-
cial causal capacities explains why Duflo confuses means and ends within
Sen’s approach; since used alone RFEs cannot make visible any inherent
processes it explains why Duflo is not aware to this distinction within Sen’s
frame (4.2.).

4.1 Heterogeneity of Treatment Effect: the Weakness of the
Individualistic Approach

In accordance with the behavioral paradigm, J-Pal’s approach identifies the
source of poverty in the individual decision-making process by emphasiz-
ing some bias towards the standard rational choice theory. In this frame,
one of the first causes of poverty is in human behavior. Following Nancy
Cartwright’s vocabulary (1989), such a theory identifies the causal capaci-
ties in human behavior. The notion of capacity relies on the singular power
of things to bring about other events. When a causal law is the expression
of a statistical link in a particular context - X causes Y in a context V - the
capacity is “something they can be expected to carry with them from situ-
ation to situation. So if the probability goes up in one test situation, thus
witnessing to the capacity, it will do the same in all the others ” (Cartwright,
1989, p. 106). Nevertheless, J-PAL’s approach to poverty cannot be seen as
a discovery process. The main question is not “what cause poverty?”, but
“on what is it possible to intervene to eradicate poverty”? Indeed, J-PAL’s
approach seems close to Woodward’s (2005) manipulability theory of cau-
sation. For Woodward, X is a direct cause of Y with respects to a set V of
variables if manipulation of X has an impact on Y when other relevant vari-
ables are fixed.11 In line with the behaviorist roots we identified, the main
idea stands as follows: poverty is caused by individual rationality bias since
we can intervene on these biases (nudging) to avoid irrational behaviors in
a certain context. To identify these psychological biases and to counteract
them, J-PAL’s approach has to follow three steps: (1) identifying the indi-
vidual causal capacity carrying the irrational behaviors explaining poverty,
(2) building a nudge that can counteract this individual causal capacity, (3)
testing the effects of this measure in situ through randomized experiments.

While J-PAL’s experiments clearly follows the last step of this process
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by assessing the impact of nudging devices on the poor behaviors, the first
two steps seem to be missing . RFEs used as a unique tool - as promoted by
the J-PAL in order to obtain results with a strong internal validity - cannot
give access to individual causal capacities, since RFEs give only the average
treatment effects. We meet here an old critic concerning randomization,
the one of the heterogeneity treatment effects (HTE).12 First developed by
Heckman et al. (1997) in economics, the HTE relates to the fact that a
treatment can have different effects on individuals. However, RFEs only
allow to have access to the average treatment effect; therefore, having only
access to the average of these effects hides the heterogeneity on individuals:

“More formally, suppose that a person can be in either a treated
state, denoted state “1,” or an untreated state, denoted state
“0,” and that there are outcomes, denoted Y1 and Y0, associ-
ated with each state. These outcomes might consist of earnings
or employment in the two states. The gain (or loss) from treat-
ment, call it 4, equals the difference in outcomes between the
two states, or Y1 - Y0. Because we cannot determine the impact
of treatment on particular individuals, evaluators focus their at-
tention on the distribution of impacts across persons, or F (4),
or on certain features of this distribution. In particular, the ex-
pected gain to a randomly selected person in the population,
denoted E(4) = E(Y1 - Y0) where E(.) refers to the expected
value of the population average of the quantity inside the paren-
theses, often constitutes the parameter of interest.” (Heckman
and Smith, 1995, p. 87)

Consequently, many interpretations can be credible in understanding
this average. For example, as Harrison (2011) shows, for the same average,
several individual distributions are plausible: one where the distribution
is pretty much the same for all the participants and another where the
distribution is very unequal across the participants (see Figure 1).

Therefore, at least two stories can explain one average treatment ef-
fect13, and without benefiting from the whole distribution it seems impossi-
ble to discriminate from the two. Randomized experiments face an inherent
methodological problem, hiding the individuals’ causal capacities, which is
of great concern for our topic. First, generally, when trying to evaluate de-
velopment programs, the question of the distribution effect is particularly
important. A policy-maker wishing to fight poverty will seek to answer ques-
tions related to political economy or social justice, and will indeed target
a specific sub-population (the most vulnerable) as children, women, etc.14

Second, and most importantly, by focusing on the use of randomization, the
J-PAL’s approach makes invisible the individual causal capacities carrying
the behavioral bias on which the nudge aims to act. However, some econo-
metric methods exist to determine if there is heterogeneity of treatment
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within treatment group, by creating two non-parametric tests (Crump et
al., 2008). An additional solution is to embed randomization within struc-
tural estimations (Acemoglu, 2010, Heckman, 2010). These two solutions
would imply making further assumptions, which would diminish the internal
validity of randomization. That is why, even if the J-PAL is aware of HTE,
none of these solutions have been applied. Therefore, randomization leaves
aside some pertinent elements in understanding causal capacities.

This methodological failure of randomization gives the first element of
explanation of why Duflo shifted from libertarian paternalism to a demo-
cratic one. With the unique use of randomization, the J-PAL does not have
access to the individual causal capacities, therefore the tested nudge does
not target a specific causal capacity. This can explain why some nudges
do not perform - that is to say do not counteract the behavioral bias of
the poor, since this one is not targeted because it is unidentified. It leaves
aside some contextual elements that could interfere in the causal channel
from the nudges to the behaviors. By missing (in order to guarantee the
internal validity of randomization) the two first steps of the process in which
they are theoretically inclined, J-PAL’s researchers struggle to produce an
effective policy recommendation as a specific nudge.15 In consequence, in
order to guarantee both a policy recommendation and the internal validity
of randomization, Duflo is pushed to invoke a stronger paternalism.

4.2 RFEs’ Results as a “Black-Box”: How to Hide Causality

According to Deaton (2010), the problem of HTE leads to a more sub-
stantial problem, what he calls “undifferentiated heterogeneity” (Deaton,
2010, p. 432). RFEs’ results are like a “black-box.” They only tell us
whether a program is working instead or informing us about why a program
is working.16 This takes roots on the debate on heterogeneity of treatment
effects.17 HTE is one illustration of this “black-box,” since one cannot dis-
tinguish from at least two stories explaining the average outcome from the
RFE. Furthermore, the RFEs are confined to one specific context in which
the experiment is implemented. Therefore, the RFEs are context depen-
dent. This context dependency, as the HTE, cannot clearly be identified by
only using randomized experiments. This is the heart of Nancy Cartwright
criticism of randomization: according to Cartwright (2009), randomization
produces evidence of efficacy18, but struggles to produce some evidence of
effectiveness. The notion of efficacy relates to the validity of the RFE’s
results within the experiment, while the one of effectiveness concerns the
validity of the RFE’s results outside the experiments. In other words, RFEs
have a strong internal validity but a weak external one. The fragile exter-
nal validity of randomization is one of the most widespread criticisms of
randomized experiments, both in medicine and development economics.19

As a consequence, RFEs cannot clearly identify the context dependency of
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the experiment’s results and is not able to understand why a specific nudge
could work in a certain place, and not in another one. Nevertheless, we
think that the deepest problem of RFEs is not, as Cartwright defends, the
incapacity to evacuate the context of the experiment in order to generalize
some causal channels between intervention (nudging) and behaviors, but to
evacuate the social context as a part of individuals’ behaviors. Concerning
HTE, by wishing to guarantee the internal validity of RFEs, J-PAL’s re-
searchers do not explain why a program is working, therefore they do not
exhibit the social context in which the experimental results are embedded
leading them as a “black-box” and restricted to their efficacy instead of their
effectiveness. Indeed, following the theoretical background of the prospect
theory, in J-PAL’s approach the individual behavior should be defined as
the result of the maximization of the expected value of a utility function:

“Just as behavioral biases limit investment in attractive financial
investments in pension plans by workers in the United States
(...), they may limit profitable investments in fertilizer by farmers
in developing countries.” (Duflo, Kremer and Robinson, 2011,
p. 2352)

As a consequence, the J-PAL’s approach seeks to spell out behavior as
an inherent characteristic of individuals without accounting for the decision-
making environment as a constitutive element of the preferences. Regarding
agents’ utility function (with maximization as the central causal capacities
in their models), behavioral economists are blind to the constitutive link be-
tween environmental and individual choices. The difficulties in generalizing
tested solutions to poverty within the framework of randomization reveals
that the capacities are not found only within the agents, the context always
matters in the process of choice. As a consequence, the basic unit which
exhibits capacities cannot be the agent as a single decision-maker, but an
agent embedded in a social framework that defines his/her prospects and
preferences. Arguing that RFE fails because it does not identify the indi-
vidual causal capacities is to presuppose a direct link between the nudge and
the result to be achieved, independent from the context of the use of the
nudge. As a measure, a nudge has to be used in a certain way if one wants it
to perform a specific kind of behavior that would overcome irrational bias.
Yet, the use of a technical measure can be defined as a set of dispositions
inherited from a specific social context.

In the same line as the first methodological failure, the inability of ran-
domization alone to give access to the social framework in which individuals
are embedded explains why Duflo shifted from one paternalism to another.
The access to this social framework presupposes to make explicit hypotheses
or a priori theories that would compromise the internal validity of random-
ization. This is why J-PAL’s researchers refuse to make such hypotheses
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or a priori theory.20 Therefore, the social framework in which individuals
are embedded is invisible, and one cannot understand why a nudge is per-
forming or not. By not having access to the whole process of individuals’
decision-making, Duflo is pushed to invoke a strong paternalism; the soft
one is too soft.

More generally, randomization alone cannot give access to the inherent
process of its results. Since both the distribution and the explanations of
such results are invisible, creating a “black-box.” These invisible processes
also explain Duflo’s philosophical confusion about Sen’s frame. Sen focuses
on capabilities instead of functionings, because what he is interested in is
the process in which a functioning can be transformed. This process de-
fines the capabilities. However, Duflo’s approach does not give access to
this process explaining why she focuses on functionning instead of capabil-
ities, leading her position contradictory to the one of Sen. Furthermore,
by apprehending the freedom as an instrument, here again Sen puts the
accent on the process of acquiring freedom by freedom; which is also invis-
ible through randomization and explains why Duflo confounds the means
and the ends, because with her method only she cannot touch the process.
Therefore, what is needed in order to obtain a clear political recommenda-
tion is to enter the “black-box” of both individuals’ causal capacities and
the social causal capacities that embrace the individuals ones. Therefore,
in promoting a new paternalism, Duflo increases the task needed in order
to propose some clear and achievable policy recommendations. Especially,
it seems impossible to define a new paternalism without primarily defining
some fundamental elements as basic needs, which Duflo evoked. The first
task is to orient the experiments towards the building of a more general the-
oretical framework than the J-PAL’s ones. This will allow understanding of
why some measures are efficient and some are not. In addition to this the-
oretical framework, a strong moral examination of paternalism is needed,
in order to give it specific bounds and to define basics needs. If J-PAL’s
researchers want to propose a sustainable approach, they need to reply to
Sen’s question: “choice of what?” This calls for the building of an ex-ante
theory, before implementing the experiment or the explicitation of numer-
ous hypotheses. Other disciplines other than economics should help in this
building as philosophy, psychology, anthropology or sociology in order to
fully understand the decision-making process of the poor.

5 Conclusion

The original goal of the new approach provided by the J-PAL is twofold:
from a political perspective, organizing a new policy against poverty, and
from an academic perspective, providing evidence on the efficiency of devel-
opment aid programs. They seem to be tackled by reducing the inquiry scale
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by focusing on small changes that potentially involve big consequences. The
question at stake becomes the one of identifying these small things to change,
mainly within individual behaviors. We first presented the theoretical back-
ground of J-PAL’s approach related to Kanhemanian behavioral approach
and from which follows the proposition of nudge. The idea is to nudge poor
people in order to help them escape from poverty. Then, we pointed to a
recent turn in Duflo’s rhetoric from light paternalism to “hard” paternalism.
By defining this paternalism we have shown that it reveals two philosoph-
ical confusions within Sen’s frame on which Duflo aims at basing her new
paternalism. Finally, we explained both the two philosophical confusions
of this paternalism and the shift of Duflo from libertarian paternalism to
democratic paternalism through a twofold methodological failure of using
randomization alone. The wish of producing evidence pushes the J-PAL
at focusing on their internal validity, and then only using randomization,
which is a reliable tool. However, RFEs used alone do not give access to the
process or the mechanism underlying the results such a method produces.
Therefore, individual causal capacities and social causal capacities are in-
visible. This tends to urge the J-PAL to lose some internal validity in favor
of a more interdisciplinary approach of poverty allowing to explain both the
behavior of the poor and their social environment embedded as well as the
moral foundations of any paternalism; in order to produce efficient ways of
fighting poverty.

Notes

1Throughout this text, we understand randomization, randomized controlled trials
(RCT), randomized field experiments (RFE) and randomized evaluations as synonymous.

2However, James Heckman and Jeffrey Smith hide the fact that instead of removing
all of the selection bias, randomization balances it between the two groups: “Randomized
social experiments solve the problem of selection bias (...) Finally note that random
assignment does not remove selection bias, but instead balances the bias between the
participant and nonparticipant samples” (Heckman and Smith, 1995, pp. 88-89). See also
(Heckman et al., 1998).

3About the definition and the distinction between these two concepts see (Campbell,
1957), for a precise distinction of the two concepts and its stakes in medicine, see (Rothwell,
2005), and for a precise distinction and the stakes of the two notions within experimental
economics see (Guala, 2005, 2003, 1999; Guala and Mittone, 2005).

4Time inconsistency was first introduced by Robert Strotz (1956) in relation with a
plan of consumption. The common definition, today, is related to the fact that individuals
value the present more than the future therefore pursuing happiness today even if it can
create unhappiness for tomorrow. Consequently these individuals do not make decisions
that maximize lifetime satisfaction.

5Duflo and Banerjee define time inconsistency as follows: “In the present, we are
impulsive, governed in large part by emotions and immediate desire: small losses of time
(standing in line to get child immunized) or petty discomforts (glutes that need to be
woken up) that have to be endured right now feel much more unpleasant in the moment
than when we think about them without a sense of immediacy (say, after a Christmas meal
that was heavy enough to rule out all thoughts of immediate exercise). The reverse, of
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course, goes for small rewards (candy, a cigarette) that we really crave in the present; when
we plan for the future, the pleasure from these treats seems less important.” (Banerjee
and Duflo, 2011, pp. 64-65)

6“Our choices are powerfully influenced by the environment, whether or not we are
conscious of it: private and public institutions, infrastructures, as well what other people
do in our communities have a powerful influence on what we “choose” to do.” (Duflo,
2012, p. 8)

7The white bear experiment (Wegner et al., 1987) highlights the idea that when people
are pushed to self-regularize themselves on a specific task (thinking or not thinking to the
white bear), they are more likely to be unsuccessful in thinking about problems or making
decisions.

8“This model makes the point very clearly: the lack of a publicly provided set of “right”
options, those that ensure the home life comforts that most of us aspire to, traps people
in poverty. In turn, providing these simple comforts can, literally, set them free.” (Duflo,
2012, p. 19)

9Banerjee and Duflo (2008) develop also a new type of empowerment, what they call
“Mandated Empowerment.”

10Sen was one of the discussants of Duflo’s Tanner Lecture, with Angus Deaton and
Kaushik Basu.

11This clearly meets Rubin’s (1974) conception of causality based on manipulation
(“there is no causality without manipulation”), on which J-PAL’s randomization is based
through Rubin’s model to create a counterfactual.

12This criticism is developed much more earlier concerning randomized controlled trials
in medicine, for a review see, for example (Baslow, Duran and Kravitz, 2004).

13From the social randomized experiment, the “Job Training Partnership Act” (JTPA)
(the JTPA was designed by the American government to improve the access to job market
to people who do not have a lot of skills) (Heckman et al., 1997) shows that the estimation
of the mean impact of this program confers at least two different stories: “From the
evidence presented in Table 4, we cannot distinguish two different stories. The first story
is that the JTPA program benefits many people by facilitating their employment but also
harms many people who would have worked if they had not participated in the program.
The second story is that the program benefits and harms few people.” (Heckman et al.,
1997, pp. 503-504)

14J-PAL’s researchers are conscious of this problem: “Most evaluations of social pro-
grams focus exclusively on the mean impact. In fact, one of the advantages of experimental
results is their simplicity: They are easy to interpret because all you need to do is com-
pare means, a fact that may encourage policymakers to take the results more seriously
(see, e.g., Duflo 2004b, Duflo and Kremer 2004). However, as Heckman et al. (1997b)
point out, the mean treatment effect may not be what the policymaker wants to know:
Exclusive focus on the mean is valid only under specific assumptions about the form of the
social welfare function. Moreover, from the point of view of the overall intellectual project,
restricting the analysis to the nave comparison of means does not make sense. Unfortu-
nately, the mean treatment effect (or the treatment effect conditional on covariates) is also
the only conventional statistic of the distribution treatment effects that is straightforward
to estimate from a randomized experiment without the need for additional assumptions.”
(Banerjee and Duflo, 2009, p. 169)

15That is not to say that all nudging devices tested by the J-PAL do not work; it is only
an explanation of why some of them do not work, and an explanation of Duflo’s shift.

16This problem has been first emphasized by Pawson and Tiley (1997), and Heckman
(1995). It is nowadays a common critique of RFEs, see for example (Deaton, 2010),
(Rodrik, 2009), (Ravallion, 2009), (Carter and Barett, 2010), (Harrison, 2011).

17See, for example, (Heckman et al., 1997), (Deaton, 2010), Rodrik (2009), (Ravallion,
2009) and (Cartwright, 2007, 2009).
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18However, the distinction between efficacy and effectiveness is used to study RCTs in
medicine since long time, see for example (Rothwell, 2005).

19Concerning medicine see, for example, (Rothwell, 2005); concerning development eco-
nomics see (Deaton, 2010), (Rodrik, 2009), (Ravallion, 2009), (Carter and Barett, 2010),
(Harrison, 2011). Duflo (2004) discusses this issue and promote to replicate the experi-
ments.

20Banerjee (2005) defines a two step process concerning the theory within the J-PAL’s
approach. The first one, is an absence of theory before the experiment, in order to gather
reliable results and then build on these results a “new theory of development economics.”
Duflo also underlines that experiments should be the first step toward theory, since they
allow breaking with theoretical a priori : “Sometimes experiments throw up results that
are even more troubling to the existing body of theory [see Duflo (2007) for a longer
discussion]. Bertrand et al. (2009) provide one striking example that fits no existing
theory: They found that seemingly minor manipulations (such as the photograph on a
mailer) have effects on take-up of loans as large as meaningful changes interest rates.”
(Banerjee and Duflo, 2009, p. 173) For an examination of the role of this two step process
see (Favereau, 2014). Furthermore, the absence of theory within the J-PAL’s approach as
the critique of its external validity, is one of the most acknowledged critique, see (Rodrik,
2009), (Ravallion, 2009), (Deaton, 2010), (Carter and Barett, 2010).
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