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Abstract 

This paper presents results from a field experiment designed to test whether savings constraints 
prevent the self-employed from increasing the size of their businesses. We opened interest-free 
savings accounts in a local village bank in rural Kenya for a randomly selected sample of poor daily 
income earners (such as market vendors), and collected a unique dataset constructed from self-
reported logbooks that respondents filled on a daily basis. Despite the fact that the savings accounts 
paid no interest and featured substantial withdrawal fees, take-up and usage was high among women. 
In addition, we find that the savings accounts had substantial, positive impacts on productive 
investment levels and expenditures for women, but had no effect for men. These results imply that a 
substantial fraction of daily income earners face important savings constraints and have a demand for 
formal saving devices (even for those that offer negative de facto interest rates). We also find some 
suggestive evidence that female entrepreneurs draw down their working capital in response to health 
shocks, and that the accounts enabled the treatment group to cope with these shocks without having 
to liquidate their inventories. 
    JEL Codes: O12, G21, L26 

 
 
 
*Department of Economics, University of California, Los Angeles, e-mail: pdupas@ucla.edu. 
**Department of Economics, University of California, Santa Cruz, e-mail: jmrtwo@ucsc.edu. 
We are grateful to Leo Feler, Fred Finan, Seema Jayachandran, Craig McIntosh, John Strauss, Chris Woodruff, and 
seminar participants at Bristol, Cornell, LSE, Santa Clara, UCLA, UCSD, USC, Innovations for Poverty Action, 
the 11th Santa Cruz Center for International Economics Annual Conference, and the 2008 NEUDC at BU for 
helpful discussions and suggestions. We thank Jack Adika and Anthony Oure for their dedication and care in 
supervising the data collection, and Nathaniel Wamkoya for outstanding data entry. We thank Eva Kaplan, 
Katharine Conn, and Willa Friedman for excellent field research assistance, and thank Innovations for Poverty 
Action for administrative support. We are grateful to Aleke Dondo of the K-Rep Development Agency for hosting 
this project in Kenya, and to Gerald Abele for his help in the early stages of the project. Pascaline Dupas gratefully 
acknowledges the support of a Rockefeller Center faculty research grant from Dartmouth College and Jonathan 
Robinson gratefully acknowledges the support of an NSF dissertation improvement grant (SES-551273), a 
dissertation grant from the Federal Reserve Bank of Boston, and support from the Princeton University Industrial 
Relations Section. All errors are our own. 

  

























































http://ideas.repec.org/a/tpr/qjecon/v117y2002i3p963-995.html
http://ideas.repec.org/a/tpr/qjecon/v117y2002i3p963-995.html
http://ideas.repec.org/s/tpr/qjecon.html





































	HEMIP paper_1.24.2009.pdf
	1 Introduction
	2 Conceptual framework
	3 Experimental Design and Data Collection
	3.1 Background on formal and informal savings in Western Kenya
	3.2 The Village Bank
	3.3 Sample
	3.4  Data

	4 Results
	4.1 Take-up
	4.2 Impact on business investment and expenditure levels 
	4.3 Testing for Crowding Out: The Impact on Transfers and Informal Savings
	4.4 Robustness checks
	4.4.1 Excluding those who anticipated a loan
	4.4.2 Falsification Test: Is there an effect for those that never withdrew money from their account?
	4.4.3 Size of Deposits

	4.5 Supporting Evidence: Consumption and Current Income
	4.6 Risk-coping

	5 Backing out the Rate of Return
	6 Conclusion
	7 References

	HEMIP_tables_24jan09.pdf
	Figure 1&2
	1
	2
	3
	4
	5
	6
	7
	8
	A1
	A2
	A3
	A4
	A5
	A6
	A7




