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NARRATIVE DESCRIPTION
A. MOTIVATION, OBJECTIVES AND MAIN FEATURES OF PROPOSED ACTIVITY

Moﬁvation

Rural households’ asset endowments ha“ve long been recognized as key factors in conditioning their

income strategies, welfare, and quality of life. Households’ asset endowments are élso increasingly seen

as determining households’ possible pathways out of poverty. Vice vérsa, lack of & minimum endqwment _
IOf assets can cause households to be stuck in long-term poverty traps. Negativ‘e shocks can céuse.

ﬁouscholds to fall below the minimum asset thfeshold neéessarily toﬁull themselves out of prerty.‘As a

con.lsequence, escaping from such poverty traps then implies the ﬁeed of positive asset shocks to facilitate

further asset accumulation. In this light, interventions that ﬁelp lift households‘ above tI{ese:- -ahs.set

£hresholds are key to launch them on a (iy11amic pathway out of p_overty; Yet, reIlatively little evidence

exists on actual interventions that manage to produce such dynamic gains.

Among the interventions aimed at increasing household asset endowments, rigorous impact evaluations
are most abundant for conditional cash transfer programs, which typicalty aim at increasing households’

mvestment in education, health and nutrition. While continued CCT interventions arc well placed to

provide long-term investments in human capital, it remains unclear whether sustainable human capital

gains_can be obtéined frorh short-term.CCT interventions. Furthermore, CCT progfams are_rnot typically-
designed to address short to medium-term constraints flor enhancing the income poﬁfolio optioﬁs of thé
poor. Ngvértheless, wifh the size of CCT transfers typically often 10-30 percent Of Household income; _
they carry the potential of improving houéehold’s physical asset basé and Shért-.term income generating
potential v_ia relaxing household’s liquidity constraints. Morebver, given that CCT programs are typically
 targeted to women, they rni.ght in particular facilitate .aSset accumulation .by thosé hlo.useholdﬂ membérs

that otherwise have the least control over houschold assets. Finally, by providing communities with new_ -



household’s investment in human capital, and in initiating new income generating activities. In addition,
the evaluation activities also explore tmpacts on .early childhood development (ECD) outcomes, a

research area that is key to understand long-term asset accumulation and poverty dynamics and that has

not yet received much attention in the evaluation of other CCT programs. Finally, the initial results
indicate evidence of short-term increases in physical and social capital (e.g. increases in beneficiary
households’ investments in livestock and n_on-agriculfufal productive assets, and improved social

relationships in the beneficiary communities).

Box 1: Original pilot objectives and components

" Objectives

Short-run safety net objective: reduce the impact of aggregate shocks on human and physical capital
investments by decreasing the need for ex-post, adverse coping mechanisms (such as asset sale, children
dropping out of school, temporary nutrition deficiencies in early chlldhood/pregnanmes) through cash transfers;

and

Long run upward mobility and poverty reduction objective: enhance households’ asset base and income
diversification capacity and reduce poverty by strengthening households’ ex-ante risk management strategies
that aim at improving human and physwa] capital accumulation, thus reducmg short and long -Tun vulnerablhtles
to shocks (e.g. exposure to drought).’ :

Pilot components

| A unique_ strength of the pilot. is its experimental design, which allows a rigorous impact evaluation.of the
various components of the program (also see Appendix 1). Specifically, the pitot uses 3 different “packages” in
order to evaluate and compare the effectiveness of each to reach thc stated objectives above Spemﬁcally, the
beneficiaries were random]y divided in 3 groups: '

(i) Traditional CCT; All selected beneficiaries received the benefits of the traditional CCT, condltlonal on
children’s school and health service attendance during a one year time period. This provides the possibility to
evaluate .impact of the CCT in a region which, in addition to high prevalence of poverty also is prone to high
weather risks (droughts). It also serves as an anchor in order to evaluate the addltlonal benefit on various

outcomes of the other two interventions discussed below..

(i) Training. In addition to the traditiona! CCT, one third of the beneficiary households recsived a
“scholarship” that allowed one of the household members (preferably a member between 15-25) to choose
among a number .of technical training courses aimed at providing them with new skills for income
diversification. In addition to covering the costs of the training, the program also compensates the participants
for lost wages while in training (up to 6 months).

(iii) Business grant. Another third of the beneficiaries received, in addition to the traditional CCT, a business
grant aimed.at productive investments in livéstock or non-agricultural aciivities with the goal of income
diversification, This grant was conditional on the household developing a household development plan that
outlined the objectives and proposed action that would allow the household to expand their income generation

options,

* Aguilera et al., (2006).




A unique. strength of the original pilot is its experimental design, which allowsr a rigorous impact
evaluation of the various components of tlhe program as well as any new components that will be pilotéd
as part of this proposal. Building on the original design, the proposed research consists of the following
components:

1. Q-squﬁred ev.aluation to identify and design complementary pilot interventions. The
objective of this component is to use the results of the initial impact evaluation, complemented
witﬁ a qualitative assessment of . medium-term impacts, to identify various types of
: complélnen;ary' éctivities that might be useful in order to further enhance househo]ds’ long-term
risk management capacity and asset accumulation. This component would then design a
complementary pilot project that corresponds to these findings. Possible avefwes for such
complementary interventions (baseci on initial findings) are: .

.a. Micro-credit schemes that would increase access to capital facilitating further’
investments in lumpyiassets, and sustainable asset accumulation;

b. Programs with additional and more targc'ted training it skills for small-scale businéss _
devel()pme_nt. Such programs cdﬁld be targeted at improving information about, and
access to, opportunities in input and output markets that go:-beyond fhg borders of the
cdmmunitie_zs and municipalities,. allowing households to'rirlmrease the return to . their

assets;

¢. Programs targeted at rural empi;ical middle school e&ucatiou, such as the.progfam being
piloted by USAID and Padre Favretto (a rural devélopment NGO) in the region of stu'dy;

d. Programs targeted at imp1."0ving early childhood development ‘through'.impmvements; of
pareﬁt’s knowledge of, and investment in, preventiw_e health care, nutritional needs or

‘ child s_timulus.r

2. Implementation and evaluation of the complementary pilot intervention. This component -

includes the implementation of the pilot program (above), which will be randomly allocated




Main features of proposed activity - Training and capacity building components

In parailel, and building on these different research activities, the project aims at enhancing training and
capacity building through:

1. Collaboration in ail the différent phases with Nicaraguan researchers. .US and Nicaragua
researchers will collaborate in all the different aspects of the design,' implementation
management, analysis and outreach of the findings. The us reseérchers are pllanning to travel to
Nicaragua on a fegular ‘basis and spend significant amounts of time in the country to facilitate
j Qint research with researchers of CIERUNIC, CIASES and Nitlapan.® A specific obj ective of this
joint work will be to contribute to capacity building in quantitative analysis. and impact
.evaluation, particular]y for the junior researchers. As such the collaboration aims at 1._fu;ther
enhancing the existing research potential, and is expected to culmipate in a number of joiht

: _dissemination products gnd research publications. .
- 2.7 Active involvement of Nicaraguan and. US students
a. At the beﬁinning of the project, 3 Nicaraguan students, will be identified by .the
_Nicarég#gn fesearch_e;s from QIASES and Nirti_apan base(_i on tl'_lg_ir_ the_r_na’;ic_ ipt_er_egt a_l_s._.
well as their analytical and quantitative skills. Nitlapan has established a 3—ye,arr

mentoring program that students participate in ,bétween their BA and MA thaf_

incorporates those students in the different analytical and operational activities of
Nitlapan. Following the model of this existing mentoring program, students will be
engaged for 3 years in the different stages of the project, before completing a master

thesis in the 4™ year that will focus on one of the themes of the proposed project,

3 These efforts will build on a history of collaboration between the US researchers and CIERUNIC, including
intensive day-to-day collaboration for the different stages of the qualitative and quantitative evaluation of the
MIFAMILIA pilot during thiee months of field work in 2006, as well as for shorter periods and more long-distance
collaboration since the inception of the pilot in the fall of 2004; it also builds on collaboration between US
researchers and CIASES for Q-squared analytical work on poverty dynamlcs in Nlcaragua {see further info on
researchers’ quallf cation and past collaboration).. . :



researchers. All courses will be open for collaborating students and junior researchers, -
who will be strongly encourage& to participate.‘

b. Program design and implementation, where operé_tional lessons derived from
qualitative and quantitative assessments of the pilot interventions wiIl.be discussed with
staff of goverﬁment ministries, NGOs, and other development organizations. Potential
topics to be aéldi‘essed in such a course are’: (a) targeting; (b} monitoring (with emp.hasisA
on | systems. that provide systematic and effective infonﬁation dissemination- to
beneficiaries and stakeholders at different stages. bf prograni implementation}; (c¢)
training-of;trainers (e.g. for programs that include interventions aimed at Increasing
business skﬁls and market linkages of small rural entrepreheﬁrs in a sustainable way).®

The curriculum of these courses will be developed by the Nicaragnan and US researchers jointly. ;.
The training and capacity building activities proposed are expected to contribute to the strengthening of
local analytical and operational capacity. Moreover, we expect them to improve the quality and interest of

impact evaluation practices in the country.

B. ' PROPOSED RESEARCH METHODOLOGY AND INTELLECTUAL CONTEXT

The methodology of the currerit proposal builds on the two-staged rand(-)mlzed design .of the MIFAMILIA
: -p'ilo‘t, and. the panel dataset tha-t was collected for the short-term evaluation of that pilot. The existing

panel data contains rich information on human, business and social capital assets, on income generating -
activities and consumption patterns. It also includes a separate extensive module on early childhood

development with indicators of a large set of cognitive skills (ﬁne‘and gross motor skills, socio-emotional

> These topics were selected based on the available evidence to date (Aguilera et al., 2006). Topics will be re-
evaluated as more qualitative and quantitative evidence becomes available throughout the stages of this project.

5 The close linkages of the project with the MIFAMILIA pilot provide a natural entry point for local capacity
‘building R S R o ‘
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household behavior and intra-household dynamics.” All of these insights-will inform -and guide the

specific attributes and final design of additional,_compleméntary pilot components.

Impact evaluation methodology N

Given the randomized allocation of the interventions, long-term impacts can be measured by- collecting a
third round of the panel and comparing the means- of the 3 different intervention groups with the control
_group. Moreover, the extensive baseline data allow for a difference-in-difference estimator for outcomes
related to human capita; (including education, health, anthropometrics and cognitive development),
physic:;l capital {including Iivestock) as well as income diversification and overall poverty outcomes.?
These oﬁtcomes were also méasured during the second round of the panel, which allows analyzing how
the three interventions have affected the dynamic cha.nges in asset accumnulation and income generating
activities.. To further understand the different long-term impacts of one-year intérvenﬁon- versus a longer-
term CCT, we will compare.our findings with the evaluation of the oﬁgina_i Nicaraguan CCT, on which
. the pilot was build (Maluccib and Flores, 2005). Moreover, the impacts of the pilot program on' early
hildhood development il b compated it (on-expecimentl) impact of an carly cildhood stmulus

program, PAININ, operated by the same ministry m the regions studied.

In order to allow an equally rigorous evaluation of the complementary interventions that wili be piloted as
part of this proposal we will follow the approach taken by Kremer and Miguel (2006) and Duflo, Kremer
and Robinson (2006) In their evaluations of interventions to promote de-worming drugs and fertlhzer

adoption in Kenya, they piloted different interventions in subsequent years, each time randomizing new

Evidenée presented in Macours and Vakis (2007) suggesté strong eftects of mother’s con'trbl over cash flows on
early.childhood cognitive development outcomes, and strong complementary effects between nutrmon and stimulus, -

once 2 minimum nutritional threshold has been reached..
¥ These comparisons will benefit from the large sample size of the panel dataset (around 4300 houscho]ds), wh:ch
was determined using power. calculations that allowed for detecting relatively. small d1fferences between the .

different groups.
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after the occurrence of a shock. As such this question ties in with the growing literature on the
effects of adverse shocks on household’s investment in human capital.!' Based on the available
evidence, it has been argued that coping through reduction of human capital leads to
intergenefational. transmission of poverty. Therefore social safety nets, including CCTs, that
insure households could contribute to long-term poverty alleviation." This could have importaﬁt
implications for new CCT designs,' such as, for example, incorporation of insurance elements to
protect human capital assets from uninsure(i risk exposure,” Yet, to our knowledge, there is no.
evidence of sustainable gains of short-term interventions that directly address these issues, which

is. what this research aims to contribute.

~ 2. Can shorf—l_:erm CCT programs lead in particular to permanent limprovements of early
childhood cognitiver development (ECD) outcomes? While the impact of CCT programs -on

- education of schooi age children has been widely analyzed in many contexts and set'tings, litt.le is .

- known about the impact of CCT programs on the.cognitive dev'elbpment of pre—s.ch_ool-o::hildren.“5
.Yet understanding such a potential impact seems key as both theory and evidénce from. déveloped '
coutrie indiate that nvestments in carly childhood development are likely to ranshats in major
gains for individual’s long-term ‘welfare.'® In developing country secttings where household’s

decisions regarding human capital investments are arguably more severely constrained, gains in

early childhood “development might be an even more important factor in breaking the -
intergenerational transmission of poverty. Evidence from both developed and developing

countries suggests that early-childhood cognitive development is linked to income and nutritional

I Hoddinot and Kmsey (2001), Handa and King (2003); Carter and Maluccio (2003), Jcnsen (2000) (Jacoby and
. Skouﬁas 1997); (Thomas et al., 2003) ; (Vakis et al., 2005)

2 Skoufias (2003); Duryea and Arends-Kuenning (2003) Empirical evidence in support of such an intervention can
be found in de Janvry et al. (2005) who show that Progresa, a CCT in Mexico, was successful in keeping chlidren in
school when their families were affected by both idiosyncratic and covariate shocks.

13 " de Janvry et al. (2006) :

* Limited evidence exist from a non- experimental evaluation of Progresa/Oportumdades (Gertler and Femald-
2004) Paxson and Schady (2007) provide evidence on an un-conditional cash transfer in Ecuador, L
B Commlly, et al, (1992), Currie and Thomas, {1999); Feinstein, (2003); Robertson and Symons, (2003).
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constraints to asset accumulation and income diversification.?® Wﬁile there exist some evidence
suggesting that cash transfer programs can enhance income diversiﬁcafilon by relaxing li'quidity
constraints,”’ the mulﬁ-dimensional design described in his proposal is uniquely suited to shed
light on the potenti;ﬂ of various types of interventions to help-households overcome poverty traps
_ and launch them on pathways out of poverty. While arguably a panel dataset over a much longer
time frame Would be needed to gauge the ultimate gaing of s:uch‘ interventions, this research will
focus on the changes in household strategies and asset gccumulation in the medium run to heip
shed light on the underlying mechanisms. Given tﬁe high frequency of both covariate and
idiosyncratic shocks in the region studied, it w_1:11 also allow to test whether these interventions
were successfﬁl in enhancing houschold’s capacity to protect their asset base.
e

. _Can interventions targeted at asset accumulation by women contribute to sustainable .
- - empowerment and increased gender equity in the household? ~Intra-household barggi_ning
-..‘::-modéis, as ‘well as related empirical evidence, indicate that mother’s increé.sed control over cash

. .flows can have important effects on household’s investments in human capital, consumption

patterns; and income strategies.” Vice versa, negative shocks can have differential effects along

gender lines, and women (or gitls) in pobr households often bear the largest burden.” The

available evidence hence would suggest that, in risk-prone environments, interventions targeted at

improving the risk-management capacities of women might have a proportionally highér effect on
women’s welfare. This can be further enhanced by the empowerment effect of such interventions,

and shifts in the intra-household bargaining power. Such empowerment gains might be more

*® Theory and empirical (mostly non~f:xperimcntal) evidence point to various types of constraints such as low capital
entry barriers, transaction costs, economies of scale, and risk associated to alternative income strafegies with higher
average pay-offs (Eswaran and Kotwal, 1986; Banerjee and Newman, 1993; Rosenzweig and Wolpin, 1993; Aghmn
and Bolton, 1997; Dercon, 1998; Fafchamps, 2003; Rogg 2005. _

*' Martingz (2004); Gertler, Martinez and Rubio (2005), Ravallion et al. (2001)

2 E. g. Duflo (2003); Quisumbing (2003), Udry and Duflo (2004). Bobonis (2006). Evidence based on baseline data
from the MIFAMILIA pilot suggests that mothers’ migration income can have strong posmve effects on early .
chlldhood development outcomes {Macours and Vakis, 2007). o

* Behrman and Deolal:kar (1990), Rose (1999), Foster (1995); Dercon and Knshnan (2000} . .

17



redesign existing initiatives. Ministries such as the Family Ministry, Health, Education, Agriculture and
Rural Development will benefit from this research almost immediately after its commencement through
the planned capacity fraining activities. The capacity training activities will also provide a natural entry

point for engaging in the broader policy debate as well as providing operational _k_nowiedge and technical

. assistance to several of these ministries.

Similarly, the research activities addrgss é number of the policy priorities that have been identified by the
new Nicaraguan government (such as reduction of hunger and extreme poverty, malnutrition, gender
empowerment, micro-finance) and will shed light on some of the key discussions ‘b‘etween the
government and the donors (e.g. regarding the effectiveness of CCTs versus direct food aid). As such the
proposed research can confribute to both the débate on the policy agenda, and the d_eéign of, specific
interventions. Thé research proposed will further be particularly valuable for different programs in the
Family Ministry such as: (a) the new phase and expansion of the existing CCT program (Red de
Proteé_ci_on Social), for which chénges in the original design are being considered; (b) the new phase of

PAININ, . an. early childhood development pre-school program.. The continued relationship and” .

_collaboration between the US researchers and MIFAMILIA, since 2004, offers a strong base for a fruitful - .

_dialogue on the design of these different programs.

The lessons derived from the research are also expected to have broader implications for policies and
programs in other Latin American countries and elsewhere. In particular, the lessons regarding the

complementarity of different types of interventions with CCT programs are expected to be of interest in

E many Latin American countries that have adopted CCT programs (e.g. Mexico, Brazil, Colombia, .

Honduras) or are considering doing so. Furthermore, given that many countries in the region are regularly
affected by natural disasters (droughts, hﬁzﬁcanes, earthquakes, etc), the evidence regarding long-term
impacts of short-term CCT in’t_érventions will carry particular relevance. For the same reason, evidence on .

effective mechanisms that can facilitate houschold’s risk management and asset accumulation, can
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(e.g. the new pilot middle school program of Padre Favretto). Initial contacts have been made
with the USAID mission, to explore such options.
With regard to the objective of economic freedom, our propbsai complements USAID éfforts to ixﬁprove
food security among the rural poor by diversifying their crops .and linking them to markets, b).(' also’
exploring options for incore diversification through livestock and n0n-agri¢u1tural activities and possibly '

piloting interventions directly targeted at improving market linkages for those activities.

This proposal also reflects several of the BASIS research priorities, as it’s focus is the evaiﬁatién (.Jf pilot
interventions rélated‘ to: 1) Asset building for growth and poverty reduction, inciuding human capital
accumulation through transfers specifically targeted at women; 2) Leveling the playing field for brdadly
based aéricultura] growth through Bettér access to input a_nci output m'arke;ts;,and 3) Understanding the

relationships between asset protection and accumulation and risk management.

Relation to MCA
One of the main focuses of the recently .a_pproved compact between the Millennium Challenge

Corporation and the Government of Nipafagua focuses on increasing rural business productivity, by

"exitending rural Business development services that facilitate higher-profit agricuiture and related .

activities to poor farmers. As sﬁch, it shows impbrtant .iJotential parallels with the business grant

intervention of the MIFAMILIA pilot, as well as with the potential complementary interventions.

Therefore, lessons learned from the proposed research, are likely to be of particular value for the MCA
program that is being'develop'ed, and special care will ber given to early exchanges of ideas related to

program design, and potential for mutual learning.
Relation to World Bank

The World Baﬁk provided both the funding for the MIFMAMILIA pilot, technical assistance to help

‘design the various components, and developed the impact evaluation' methodology jointly with
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ANTICIPATED OUTPUTS

‘The objective of the proposed research is to confribute with empirical evidence to the rural poverty policy
debate in Nicarégua, and .by linking to theory and literature, to the broader development policy debates.
By piloting and evaluating different pilot interventions, the proposed research is also expected to have a

direct development impact on the poor rural households in the region of study.

Dissemiqatiou andl outreach

The planned reséarch and trainihg will provide insights and build capacity for local Ministries and other
development organizations to help reshape theif existing programs. It will also improve their operationaf
capacity to include M&E components in future proérams,_ and as such havel:.a- long-term pay-off in

providing the sustainable foundatidns for better project and policy design. -

Research findings will be disseminated within the community of development professionals in Nicaragua,

through workshops, stakeholder meetings and publications. Special efforts will be made for dissemination

governments, civil society organizations, other programs and donors active in the region. The

dissemination will take advantage of a graphical method to represent descriptive statistics, which was

explored by Carold Herrera (from CIERUNIC) for the 1998 national household survey. . -

The dissemination activities will build on existing contacts of both the Nicaraguan and US researchers
‘with several ministries and donor agencies, as well as on the contacts that will be generated through the
capacity training component of this pilot, to promote the adoption of recommendations that emerge from -

the research. Indeed, the short-term training courses included in this brop'osai provide a powerful
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BENCHMARKS

Overall goals in the areas of training, policy integration, achievement of USAID objectives and

development ilﬁpact

120 practitioners trained in program design and implementation, and policy integration of lessons
learned by these practitioners.

60 practitioners, researchers and students, trained in impact evaluation methods; and

implementation of lessons learned in M&E components of new development initiatives.
2 US and 3 Nicaraguan students with completed MA and project-related research‘cdmpleted

- Successful implementation of complementary pilot interventions enhancing household’s asset

accumulation potential.

Successful completion of Q-squared evaluation and third round data collection

. Academic publications on research findings -

Dissemination of qualitative and quantitative findings through workshops, and stakeholder

meetings, and a final dissemination conference.

ﬁndings.

" Annual goals: 2007-2008

40 practitioners trained in program design and implementation, and pblicy inteégration bf lessons
learned by these practitioners. |

20 practitioners, research‘e_rs and students, trained in impact evaluation methods,‘ and
implementation of lessonS'}éarned in M&E components of new development initiatives
Successful completion of .Q-squared evaluation. |

Dissemination of Q-squared findings through workshops, and stakeholder meetings

29

Publication .and. distribution..of_dissemination.material .integrating: qualitative and. quantitative. ... .



TIMELINE

Timeline. The proposed timeline of implementing the different phases of this project is as follows:

Phase 1 (Qualitative assessment and design complementary pilot): - Spring-Summer 2007
Phase 2 (Cdmplementary pilot implementation}: ‘ Fall 2007-Summer 2008
Phase 3 (Third round data collection): Sum-mer—Fall 2008
Phase 4 (Medium term evaluation); : | 7 Fall ZOQS-Fall 2010
Phase 5 (Training, capacity building and dissemination): | , Spring 2007—8pr_ing 2011
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