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Abstract

Restrictions like work requirements and constraints on voucher“transfers are often used in social
welfare systems, but little empirical evidence exists on their impact on wellbeing. We conducted a 10-day
randomized experiment with 432 individuals living below the poverty line in the Kawangware settlement
of Nairobi, Kenya, testing two elements of social welfare design: workfare versus welfare and restricted
versus unrestricted vouchers. Participants were'randomly assigned to a “Work” condition, involving daily
work for unrestricted vouchers, or one.of two “Wait” conditions, involving daily waiting for vouchers
that were either unrestricted or partially restricted to staple foods. We find that working improved
psychological wellbeing relativé to waiting, suggesting that the means of implementing welfare programs
may have important effects on individuals beyond the impact of monetary benefit alone. Furthermore,
although the restrictions were inframarginal, partially restricted vouchers crowded-in spending on staple
foods, suggestingthe existence of a "flypaper effect" in spending from restricted vouchers.

JEL Codes:"€9; D13 H3, 13, J2, O1, 02
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1 Introduction

It is important to understand how the structure of social welfare programs influences the wellbeing and
decision-making of target populations. Indeed, policymakers need this information to design programs to
maximize recipient welfare. In practice, the most popular social welfare programs tend to include some
form of restriction on welfare recipients, from conditional cash transfers, voucher transfers, feeding programs
(in-kind food aid), and workfare programs (or public work programs) (Honorati et al., 2015). Indeed, one
can categorize these programs as varying in their levels of restriction in two key domains: 1)/restrictions on
the receipt of transfers (making receipt less or more conditional on the completion of certain actions by the
beneficiary, as in conditional cash transfers or workfare); and 2) restrictions onsthe'eonsumption of transfers
(whether transfers come in more or less fungible forms - from cash payments to vouchers with varying degrees

of restriction on eligible items to food aid).

Though a growing body of research has focused on the impact of selfare programs on recipients (Aker, 2017;
Kabeer and Waddington, 2015; Hidrobo et al., 2014; Baird et al.;52014)] there are a number of notable gaps
in the literature when it comes to the effects of welfare restrictions on recipients. In particular, though both
workfare and restrictive vouchers (as opposed to unrestrigted ¥ouchers) are common tools in social welfare
program design,? there is relatively little research onithe impacts of these specific restrictions on psycho-
logical wellbeing or consumption choices, whereas this has been studied more in the context of conditional
and unconditional cash transfers (Haughoferiand Shapiro, 2016). Furthermore, what work does exist on
consumption choices under various/Social welfare regimes often relies on survey data regarding consumption,
rather than observable data on/precise itéms purchased (Haushofer and Shapiro, 2016; Aker, 2017; Hidrobo
et al., 2014). In this paper, we explore how these two forms of restriction often used in welfare program
design influence the wellbeing and spending behavior of target populations, using a lab-in-field experiment
in an urban slum ‘in\Nairobi, Kenya. Critically, our lab-in-field design and partnership with a local store
gives us significant control over the experimental setting, allowing us to vary the nature of the restrictions
imposed, fmeasure the psychological impacts of these restrictions, and precisely measure exact spending

behavior in=store.

Our intervention was conducted over a 10-day period in a low-income area in Nairobi, and tests how two
specific welfare program design elements can influence decision making. Specifically, we explore: 1) the effect

of workfare versus welfare, or the impact of the labor supply inherent in “working for” rather than simply

2For workfare, a 2015 World Bank report (Honorati et al., 2015) documented 94 developing countries with public works
programs, out of 157 countries surveyed. Furthermore, these programs existed in 30 of the 33 low-income countries surveyed.
Meanwhile, examples of restricted voucher programs include the use of “restricted value vouchers” in South Sudan (Yunusu et
al., 2016), the use of restrictions in “e-vouchers” in Haiti (CARE, 2016), and the Healthy Start program in the United Kingdom’s
National Health Service (NHS, 2017).
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receiving welfare benefits without work requirements, on spending behavior and psychological wellbeing;
and 2) the effect of restricted (limited for use on a specific subset of items, namely food “staples”) versus

unrestricted vouchers on spending behavior and psychological wellbeing.

We conducted the experiment through the Busara Center for Behavioral Economics in Nairobi, Kenya,
and the PBK Nonic Supermarket in Kawangware, an informal settlement in Nairobi. We recruited 432
participants using a random draw from the Busara subject pool in Kawangware. Participants were instructed
to show up to one of three experiment locations in Kawangware for one hour every day, for ten consecutive
weekdays. Of the 432 participants recruited, 383 showed up for at least one of the’ten sessions, and 263

showed up for all ten sessions as instructed.

Participants were randomized into three experimental treatment arms, hereafter referred to as the “Work,”
“Wait-Unrestricted,” and “Wait-Hybrid” treatments. Each treatment/was _conducted at one of the three
experiment locations, and remained there for the entirety of the experiment< Each day, participants in the
Work treatment separated rice and lentils from a mix in exchange fortwo unrestricted PBK grocery vouchers,
each worth KES 100 (KES 200 in total).” Meanwhile, participants in the Wait-Unrestricted treatment were
at their experiment location for the same period of timevas the 'Work treatment participants, and received
the same compensation of two KES 100 unrestricted PBK grocery vouchers per daily session. However,
they sat idle rather than working during their time.at the experiment location. Finally, participants in the
Wait-Hybrid treatment received the same.on-site treatment as those in the Wait-Unrestricted treatment, but
received one unrestricted PBK vouchér (worth KES 100) and one restricted PBK voucher (worth KES 100)
per day. The restricted voucher, could only’be used for the purchase of “staple foods,” namely maize/wheat

flour, rice, sugar, and cooking oil.

We measured two primary,.sets of outcomes for each individual in the experiment. First, we tracked partici-
pants’ spending behavior-as they redeemed their grocery vouchers, using individual receipts collected at the
supermarket. Second, we measured psychological wellbeing in two ways — through daily PANAS surveys
(Watson et al., 1988 on affective state, administered at the beginning of each session, and an endline survey

with broader wellbeing and attitude measures.

Our experimental design allows us to make three important contributions to existing research. First, we pro-
vide some of the first causal evidence around the effect of workfare on the wellbeing and decisions of target
populations. In doing so, we contribute evidence regarding one aspect of the behavioral economics concept

of “mental accounting,” namely that earned money may be treated differently than unearned money (Thaler,

SKES 100 = USD 1.13 on September 22, 2014. As of June 2015, the government-set minimum wage for an unskilled urban
worker was KES 5436 a month, or approximately KES 180 a day. Therefore the voucher amounts were within range of daily
wages typically found in an urban Kenyan setting like Kawangware.
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2008; Jakiela, 2011). Second, while there is a large body of research on transfers in development (Blattman
and Niehaus, 2014; Lagarde et al., 2007; Gertler, 2004; Fiszbein et al., 2009), there is less experimental
research on how spending restrictions built into voucher transfers might influence consumption decisions in
developing contexts. That is, while there is evidence on consumption differences from cash transfers versus
in-kind transfers versus vouchers targeting broad categories of spending like food (Aker, 2017; Hidrobo et
al., 2014), there is little research that we are aware of that directly studies the impact of varying the restric-
tiveness of vouchers (i.e. vouchers for healthy food, versus food in general). Indeed, previeus experimental
work on transfer modalities (cash versus vouchers versus in-kind transfers) has ofteng by design, not held
transaction costs constant across conditions - redeeming vouchers usually involves‘greater transaction costs
than using cash or receiving in-kind food transfers. This makes it difficult to generalize previous findings
to situations where restrictive versus less restrictive vouchers are being considered, specifically. Our exper-
imental design, however, is well-suited to provide evidence regarding the'effect of varying restriction levels
in voucher programs in particular. Furthermore, our setup also.allows us to test another aspect of mental
accounting, namely the possible existence of “flypaper effects” from restricted vouchers (Hines and Thaler,
1995), whereby money provided to individuals for specific goods “sticks where it hits,” increasing overall
expenditure on these goods beyond what would be predicted in"the standard consumer theory model. Third,
we focus not only on an objective marker of spending behavior as an outcome, but also on the understudied
measure of subjective wellbeing (which is important when considering the welfare implications of these policy

options).

There are two main results fromdthelexperiment. First, receiving vouchers in exchange for working had
positive impacts on psychological wellbéing, relative to waiting in exchange for the same benefit. In other
words, subjects in the Work treatment reported consistently higher psychological wellbeing than those in the
Wait-Unrestricted treatment,on nearly all measures, though the magnitudes of our results suggest caution is
warranted when.éxtrapolating our findings. Meanwhile, we did not find large effects of the Work treatment
on spending decisions: Second, we find that participants in the Wait-Hybrid group, who received half of
their payment as restricted “staples” vouchers, spent significantly more on staple foods than participants in
the Wait-Unrestricted group. This result is interesting because Wait-Unrestricted participants also spent,
on average, a little over half of their voucher money on the same staple foods, suggesting that the voucher
restrictions were inframarginal for the Wait-Hybrid group. Further analysis of this difference suggests that
the decision to spend more on staple foods by those in the Wait-Hybrid group appears inconsistent with
a standard model of a utility-maximizing consumer. Instead, we argue that our findings are evidence of a

flypaper effect from restricted vouchers, supportive of a role for mental accounting in this instance.



In addition to the academic implications, these results provide three important policy insights. First, this
study offers new evidence that the way in which a welfare program is administered may have important
impacts on individual wellbeing and consumption choice beyond the simple income effect from receiving the
benefit. Second, if workfare generates psychological benefits for recipients, above and beyond the individual
financial benefits and the social gains from the work itself, it bolsters the argument that inducing labor
supply through workfare might represent a superior method for redistributing goods and moéney to low-
income individuals (as compared to welfare schemes that do not require labor effort). Thirdsour lab-in-field
methodology allows us to study the effects of different welfare program features om an under-examined
developing country population in a quasi-real-world setting. This study therefore”cam inform the design of

welfare programs in both the developing and developed world.

The paper proceeds as follows. Section 2 provides background and outlines existing literature. Section 3
outlines the experiment itself. Section 4 offers a brief outline of the“data collected during the experiment.
We then discuss the empirical strategy in Section 5, and present the results in Section 6. Section 7 provides

a discussion, with recommendations for further research.

2 Background

In this paper, we explore the effects of restrictions.in social welfare program design in two domains: the
receipt of transfers (with workfare) and the consumption of transfers (with voucher restrictions). In this
section we discuss the background forreach of these, to both motivate our work and place it in the context
of existing literature. We also, discussithe two outcome measures we explore in the paper, wellbeing and

consumption, and how thé€y connect to these two forms of social welfare program restriction specifically.

2.1 Workfare/Restrictions on the Receipts of Transfers

The first type of restriction that we study in this experiment is conditionality on the receipt of the transfer.
There is significant work in existing literature that directly compares unconditional cash transfers to condi-
tional\cash transfers, with the latter referring to when a transfer is restricted to individuals who undertake
certain ‘behaviors (Baird et al., 2011, 2014; Robertson et al., 2013). However, most of these studies explore
conditional cash transfers that require recipients to make human capital investments in their children (edu-
cation, health, nutrition, etc. (Fiszbein et al., 2009)). A second, very popular type of restriction on welfare
receipt is public works programs, or workfare, which require labor supply of some form from individuals in

exchange for transfers. Indeed, such programs are especially common in developing countries (Grosh et al.,
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2008; Ravallion et al., 1993; Hoddinott et al., 2012; Dutta et al., 2014). Although the recent evidence for
the efficacy of these kinds of programs is generally positive (Rosas and Sabarwal, 2016; Ravi and Engler,
2015; Muralidharan et al., 2016),* there is little evidence regarding the effects of such programs relative to
other modalities for social welfare transfers. Our experiment offers some evidence in this domain, drawing
on work in psychology, public economics, and behavioral economics on motivation, social program targeting,

and mental accounting.

Our focus on “workfare™style programs relates to academic literature on the role of “ordeals” in the provision
of social welfare. Specifically, Nichols and Zeckhauser (1982) argue that subjecting welfare recipients to
ordeals enables more effective targeting of benefits to the most needy, who are aost willing to endure the
opportunity cost imposed by the ordeal in exchange for the benefit. Ordeals often ¢ome in the form of a
non-monetary price (like the opportunity cost imposed by an extended wait-inline)swhich can be an efficient

approach when price adjustments are ineffective (Cohen et al., 2012).

However, while ordeals can take the form of work, they do net, necessarily involve labor supply. Workfare
programs, on the other hand, do require labor effort, a réstriction*that is justified from an economic and
policy perspective because it generates durable assets forathe local community and decreases government
expenditure (Blumkin et al., 2010). Importantly, large public works programs like India’s National Rural
Employment Guarantee Act (NREGA) or Peru’s®Trabajo programs do not view this work as an ordeal, but
rather as a right and means of social proteetion — these programs offer wage employment to qualifying indi-
viduals. While the primary aim of policymakers providing this employment may be to improve the economic
situations of beneficiaries and their communities, workfare may have direct impacts on the psychological
wellbeing of beneficiaries asgwell. A growing body of literature supports this view, arguing that the intrin-
sic motivation, sense of<higher purpose, and feeling of “usefulness” inherent in the act of working can be a
source of satisfaction from work (Schwartz, 2015; Pfeffer, 1998). This implies that the labor effort inherent
in “workfare” may itself,generate utility for the individual beyond material remuneration. While jobs can
thus be a seurce,of utility, other studies show that people may value being occupied by work as a means to
avoid the disutility of being idle (Hsee et al., 2010). However, to our knowledge, there is no literature that
directly®eompares the impact of workfare and idle waiting on welfare beneficiaries’ psychological wellbeing.
We offer-evidence on this question, with the important caveat that the work we require from our participants
differs from that in public works programs, in that it does not involve work that directly benefits the local

community (which we discuss further in section 3.1). Furthermore, our comparison of the Work and Wait-

40ne exception is Beegle et al. (2017), who show no effect of workfare on consumption, and negative spillover effects.
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Unrestricted treatment groups allows us to explore whether the act of working itself — not the equivalent

time cost it imposes — influences wellbeing in the context of a workfare program.

Meanwhile, the topic of how consumption decisions differ under workfare versus welfare programs touches
on mental accounting, a key aspect of behavioral economics that has received sustained attention in the last
few decades. Mental accounting refers to the phenomenon whereby individuals code, categorize, and assess
spending in ways that violate the axioms of rational economic decision making (Thaler, 1999)./For example,
mental accounting models posit that people tend to group money into categories — such/as groceries, rent,
or luxuries — and spend money according to these implicit budgets. This compartmentalization of money
may also drive people to treat money differently based on how it was acquired, which is not consistent with
a rational model. There is existing evidence of the empirical validity of this/conceptiin real-world settings.
For example, Arkes et al. (1994) find that people have a greater marginalipropensity to consume from
“windfall” earnings than money earned through work, while Beshear§ and Milkman (2009) find that people
are more likely to spend windfall money on non-routine purchases: In the developing country context, one
experimental study found that rural Tanzanians are more likely.to spend earned money on basic consumption
goods or education, and unearned money on non-basic consumption goods such as alcohol, tobacco, or
non-staple foods (Pan and Christiaensen, 2012). Additiénally, Davies et al. (2009) find that low-income
Malawian households are more likely to allocate remittances to education, suggesting that households make
spending decisions based on the source of funds.™In our experiment, we explore whether individuals treat
money differently based on how it was obtained. Specifically, we compare spending behavior in the Wait-
Unrestricted and Work experimental gonditions to determine if “earning” versus “getting” money results in

different purchasing decisions:

To summarize, in our experiment we vary whether or not workfare restrictions are placed on participants and
measure both consumption and wellbeing as outcomes. This allows us to answer open questions regarding
the impact of thé laborisupply aspect of workfare on spending behavior and wellbeing, which has significant

implicationsifor the efficacy and welfare impact of existing workfare programs.

2.2 ""Voucher Restrictions on the Consumption of Transfers

The second type of restriction that we study in this experiment is restrictions on consumption of the transfer,
with a focus on the nature of consumption restrictions in vouchers. In existing social welfare programs, the
traditional method for restricting consumption in transfers has been to provide in-kind (primarily food)
benefits to individuals rather than cash. This is usually used as a policy instrument to encourage a specific

form of consumption, perceived to be in the best interest of the beneficiary. Again, there is a large body
8



of existing literature on the differential impacts of in-kind transfers as opposed to cash transfers (Gilligan
et al., 2014; Gentilini, 2016). Furthermore, there is a small but growing body of work comparing the use of
cash welfare to the use of vouchers with minor restrictions (like “food vouchers” or “education” vouchers),
which provide flexibility for the recipient but still target transfers to a broad class of consumption product
(see Hidrobo et al. (2014) and Aker (2017), for example). However, vouchers programs can also be much
more restrictive, limiting purchases to very precise types of goods (healthy foods, education materials, etc.).
Imposing such restrictions may better serve the interests of the policymaker, who may want beneficiaries
to purchase specific types of items, but may not want the logistical hassle of providing imckind transfers.
However, there is very little work studying how the extent to which vouchers are réstrictiveymight influence

consumption or wellbeing, and we offer some of the first evidence in this domain.

The provision of vouchers instead of cash (or very restrictive vouchers instead. ofless restrictive vouchers)
as a policy tool has a direct link to traditional microeconomic theory, which posits that individuals make
consumption choices to maximize their utility, subject to their budget constraints. Our experiment tests one
aspect of the standard model challenged by mental accounting,models in behavioral economics, namely that
rational individuals treat money as fungible. In particular, thissexperiment provides an individual-level test
of the “flypaper effect,” which suggests that money'that‘has been ex-ante labeled, or directed at a specific
category of spending, may “stick where it hitg? (Hines‘and Thaler, 1995), increasing expenditure on items
associated with that mental account beyond what'would occur in a rational model. For example, a rational
individual receiving a $50 gift card to-astore that she frequents regularly would “substitute” $50 of planned
expenditure at that store with that giftrcard;in effect “freeing up” $50 in cash to be spent across all categories
of spending. However, a mentdl accountér subject to the flypaper effect would respond to the $50 gift card by
increasing expenditure at/the store by closer to $50 (or at least by more than the rational individual would).
Note that this same logic would apply to a less versus more restrictive voucher, namely that a flypaper effect
from a more restrietive, voucher would involve individuals buying more of the item targeted by the restricted
voucher aboye'and beyond what they would with the less restrictive voucher. There is some evidence of this
effect in real world decision making contexts, including in financial portfolio choice among U.S. households

(Choiwet al.;2007), but evidence of its broad applicability is limited.

It is especially important to study the flypaper effect in the context of social welfare programs. Governments
and other benefits providers often seek to achieve their own ends by directing consumers toward partic-
ular choices with restrictive vouchers or in-kind transfers. For example, the U.S. Supplemental Nutrition
Assistance Program (SNAP) restricts benefits to particular types of goods (Currie and Gahvari, 2008). Fur-

thermore, there is an ongoing debate on the usefulness of restrictive transfers relative to cash transfers in the
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developing country context (Devereux, 2006), and recent research has begun to address this question. For
example, Hidrobo et al. (2014) present an experiment comparing the effect of vouchers, in-kind transfers,
and cash in Ecuador. While all treatments in their study (cash, food vouchers, and food transfers) improved
the quality and quantity of food consumed, vouchers restricted to food led to the most dietary diversity and

were the most cost-effective, while pure in-kind food transfers led to the greatest increase in caloric intake.

While our work belongs in this broad category of research, it differs in that it looks at the effects of variations
in restriction within voucher transfers specifically, rather than comparing across transfer modalities (cash
versus vouchers versus in-kind) as others have done. Indeed, we offer the first expérimental evidence we
are aware of on the flypaper effect’s relevance when using highly restrictive vouchers. For example, while
Hidrobo et al. (2014) explore food consumption when receiving cash versus/food vouchers vs in-kind food
transfers, they do not test the use of more versus less restrictive vouchers:“Furthermore, while most previous
work in this area has relied on surveys to determine expenditure (Haushofer and Shapiro, 2016; Aker, 2017;
Hidrobo et al., 2014), we use objective measures of in-store sperniding, which allows us to measure the effect

of very specific restrictions in voucher transfers on actual purchasing behavior.

Beyond the consumption effects, one might posit that the"extent'to which vouchers are restricted to a subset
of consumption items might also influence wellbeing directly. Again, a simple consumer theory model would
suggest that individuals would prefer vouchers with \fewer restrictions, as they enable consumers to better
optimize over a broader set of consumption bundles. Furthermore, restrictions on consumption such as
vouchers or in-kind transfers may lead to “welfare stigma” (Moffitt, 1983), which is costly to individuals
psychologically and drives away“potential Tecipients from applying for or receiving transfers (Manchester
and Mumford, 2009; Rinehast and McGuire, 2017). Specifically, Manchester and Mumford (2009) find that
psychological costs are twice as large as time costs among food stamp and WIC participants in the U.S. Our

experiment allows for a)directtest of this as well.

To summarize,in our experiment we directly vary the extent to which the vouchers we provide are restrictive
to the participantsrand measure both spending and wellbeing as outcomes. By doing so, we are able to explore
important questions related to the flypaper effect and consumer choice (using precise spending data) and

related to the psychological effects of voucher restriction (using wellbeing data).
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3 Experiment Overview

3.1 Experiment Design
Timing, Participants, and Study Sites

The experiment took place over ten consecutive business days during the two-week period from September 22,
2014 to October 3, 2014. The participants in this experiment were 432 individuals living in.the Kawangware
area of Nairobi, Kenya, selected at random for recruitment to the study from the subject poel maintained by
the Busara Center for Behavioral Economics.” Participants were initially contactediby phene and asked if
they were available and willing to participate in a ten-day study.® Participants4verethen randomly assigned
to three treatment groups, described in detail below, located in three different community halls within the
Kawangware settlement. Each community hall hosted four sessions,persday)at the same times each day:
9:30 AM, 11:30 AM, 1:30 PM, and 3:30 PM.” Each hall was 5-10 minutes, by foot, from the PBK Nonic
Supermarket, but far enough from one another to limit the potential for contamination between treatment
groups. A map depicting the location of the treatment sessions and the PBK Nonic Supermarket can be

found in the online appendix.

Treatment Groups
Participants were randomized into threeytreatment groups, namely:

1. Wait-Unrestricted: Participants,were asked to wait in the treatment location for one hour each day in
exchange for a payment of twe unrestricted PBK Nonic Supermarket vouchers worth KES 100 each

(KES 200 in total). This serves as our de-facto comparison group.

2. Work: Participants were asked to complete a work task in the treatment location for one hour each
day imexchange for a payment of two unrestricted PBK Nonic Supermarket vouchers worth KES 100

each (KES)200 in total).

5Busara recruits study participants periodically throughout the year from different areas of Nairobi, including university
students, residents of Kibera, and residents of Kawangware. Busara and local community liaison officers engaged in a large
recruitment effort in September 2014 to recruit participants for this study. Of those registered into the database, Busara
randomly“selected a subset to invite to the study.

6Note that the majority of subjects contacted by phone agreed to participate. A reasonable concern from the perspective
of external validity is that subjects with a lower opportunity cost of time might be more likely to agree to participate in our
study. We acknowledge this, but point out that this concern applies to essentially all experimental work involving recruitment
of subjects.

7 After participants were recruited by phone, they were asked to select one of four time slots during the day for their
participation in the study. Once participants were confirmed for a given time slot, they were randomly assigned to one of the
three treatment groups and notified of their experiment location. They were not notified of the specifics of the experiment, or
that there were more than one session, location, or treatment either before, during or after the study. This design mitigated
possible selection bias stemming from the time of day that people were available to participate or from selection on location.
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3. Wait-Hybrid: Participants were asked to wait in the treatment location for one hour each day in
exchange for a daily payment of one unrestricted PBK Nonic Supermarket voucher worth KES 100,
and one restricted PBK Nonic Supermarket voucher worth KES 100 that could be used for staple food

items only (Maize/wheat flour, rice, sugar, or cooking oil). We refer to this as the “staples” voucher.

The face value of the vouchers provided each day to the participants was constant across treatments (KES
200), and was an amount slightly higher than an average daily wage for most participants. The experimental

procedure for each treatment is outlined below.

Treatment 1: Wait-Unrestricted

Individuals were asked to arrive at the Urumwe Youth Group hall to colléct vouchers every day for ten
weekdays. Upon arriving at the hall, field officers asked participants to-wait_for their vouchers without
providing any concrete justification for the delay beyond the expectation that the voucher payments would
require some time to process. Field officers allowed participants to, bring reading materials or other diver-
sions if they wished, and did not actively stop organic chatter.among the participants during their wait.
Occasionally, field officers would ask participants to come to thefront of the room to confirm their name, or
write their name/signature on a sheet of paper. This was/done to mimic the tedium of a traditional welfare
“ordeal” process, as outlined in Nichols and Zegkhauser (1982). This also equalized the time that participants
spend in the experiment across treatments such that “working” and “waiting” could be directly compared.
Field officers were present at all times.during the waiting period. After an hour of waiting, participants were
called to the front by name and givenntwo unrestricted PBK Nonic Supermarket vouchers worth KES 100

each.

Treatment 2: Work

Individuals were asked/to arrive at the Kabiro Social Hall for one hour every day for ten weekdays. After
checking in with field officers, they were required to separate rice and lentils from a mix into small cups. Field
officers distributedslarge plastic cups filled with the rice and lentil mix to all participants at the beginning
of every session/and two smaller plastic cups for participants to collect the separated grains. They were not
told precisely why they were doing this work task, and anecdotally few asked field officers for an explanation
of any Kind. We acknowledge that this simulation differs from standard social workfare programs in which
beneficiaries engage in actually productive work, but this particular design was chosen for several reasons,
namely: 1) as a lab-in-field experiment, the task had to be self-contained enough to be completed within an
hour so as to be directly comparable to the time demands of the Wait conditions; 2) the lentil-sorting task

needed to be doable by all randomly selected participants regardless of age, gender, skill set, or literacy; and
12



3) this design lent itself to a direct comparison between waiting and working for the same end (vouchers)

rather than introducing a secondary element of explicit higher purpose in the work condition.

All participants in the sessions had space to work. Past studies with this population suggested that men
might find doing such work in the presence of females embarrassing, so to avoid any distortionary effects,
the men and women in the sample were separated in the hall. Field officers recorded the time when each
participant started and stopped sorting grains. At the end of the work period, field officers would note the
session conclusion time and measure the weight of rice and lentils that were sorted by eachparticipant. Field
officers were present at all times during the work sessions and participants knew that-their output would be
weighed. At the end of each day’s work, participants were given two unrestricted PBK Nonic Supermarket

vouchers worth KES 100 each (regardless of productivity).

Treatment 3: Wait - Hybrid

The Wait-Hybrid treatment, which took place at the Kawangware Day Nursery School, was identical to
the Wait-Unrestricted treatment in every way, except that instead ofirecéiving two unrestricted PBK Nonic
Supermarket vouchers, participants received one KES 100 unrestricted voucher and one KES 100 restricted

voucher, which could be used for staples foods only.
Shopping at PBK

After receiving their vouchers, participants couldsspend them to purchase goods at the PBK Nonic super-
market, a short walk from the study site. The supermarket sells a wide variety of food, household supplies,
school supplies, and other sundriess Participants could spend their vouchers on any product at the supermar-
ket (except for staples voucher§, which were restricted to the aforementioned goods) during normal business
hours. Participants could.redeem their vouchers anytime from the start of the experiment until a week after

the experiment concluded. This timeline gave participants up to three full weeks to redeem their vouchers.

4 Data

4.1 Outcomes

We collect data on and explore three broad sets of outcomes, outlined below.

Outcomes I: Expenditures

During the course of the experiment, PBK accepted the vouchers distributed during the experiment and

redeemed the value of the vouchers for any item (or the set of restricted items), according to the instructions
13



on each voucher. Vouchers were labeled with ID numbers reflecting the individual’s unique identifier, the

treatment group, and the date of issuance in a manner that was not transparent to participants.

Every time a participant paid for his/her purchases with vouchers, PBK Nonic Supermarket staff stapled
the receipt to the voucher. Next, a Busara research assistant reviewed the voucher(s) and receipt for errors.
The research assistant then collected all vouchers and receipts at the end of the day and returned them to

the Busara office, where they were double-entered into a database.

Through this partnership with PBK Nonic Supermarket, we were able to extract detailedidata on spending
by category, date, and voucher type (restricted or unrestricted). This data served as basis for the analysis

on consumption.

Outcomes II: Baseline, Daily, and Endline Surveys

Three survey types were administered during the study. First, onithe initial day of the study, participants
completed a baseline survey. The baseline survey asked .questions related to people’s current emotions
using an abbreviated 6-item PANAS scale (Watson et al., 1988), weekly spending habits, employment,
household characteristics, familiarity with the PBK{ Nonie¢’Supermarket, and decision-making power within

the household.

Second, every day of the study after the.inmitial day, participants completed a daily survey that contained

the abbreviated PANAS questions on’current emotions. These were completed at the start of the sessions.

Third, at the end of the study participants completed an endline survey, which asked a series of questions
on self-esteem, general happiness, and optimism. The endline survey was designed to measure overall life
satisfaction and wellbeing, rather than incidental happiness, enabling us to distinguish between the effects
of the treatments on, affect, as opposed to longer run effects on disposition. The endline survey also asked
about family dynamics, income levels, how participants approached spending the vouchers, and how they

felt about/their consumption decisions.

The online appéndix provides copies of the exact surveys administered.

Outcomes III: Attendance

Finally, for all treatment groups, attendance and timeliness to sessions was tracked by on-site field officers.

14



Table 1: Days of Attendance

10 9 8 7 6 5 4 3 2 1 0
Number 263 36 8 3 4 10 5 4 14 36 49
Percent 60.9% 8.3% 1.9% 0.7% 0.9% 23% 1.2% 0.9% 3.2% 8.3% 11.3%
Cumulative  60.9% 69.2% 71.1% 71.8% 72.7%  75% 76.2%  T7.1%  80.3%  88.7% 100.0%

4.2 Attrition and Balance

Of the 432 participants recruited, 383 (88.7%) attended at least one of the ten sessions,.and 2631(60.9%)
had perfect attendance. Table 1 outlines the number of individuals who attended for{eachfof the possible

number of days.

Of the 432 recruited participants, 360 participated in the baseline survey,/while 347 participated in the
endline. Note that 25 participants were surveyed at baseline but not_endline, while 12 were surveyed at
endline but not baseline. The 25 “attriters” were significantly more‘likely to /be male, younger, and better

educated than those that completed both baseline and endline.?

Table 2 presents the results of a randomization check on baseline"demographics characteristics across those
participating in baseline and endline, suggestive of successful randomization on observables. There is gener-
ally very little evidence of imbalance across treatments. One exception is that there were more self-reported
“purchase decision-makers” in the Work treatment, than in the others, both at baseline and endline. Our

analysis controls for the decision-maker variable soyas to correct for any potential bias.

5 Empirical Approach

In this section we outline the basic econometric approach to measuring the effect of the treatments on
expenditures and wellbeing. This analysis was pre-specified and registered at the AEA Social Science Registry

prior to any analysis (Bhafiot et al., 2015).

5.1 Basic Specification

Our basic treatment effects specification for the primary effects of interest estimates the following equation:

Yi = Po+ BIWORK; + foHY BRID; + 6y 1—1 + €; (1)

8A table assessing the differences between attriters and endline participants can be found in the online appendix, along
with the full range of demographic comparisons. Another way to think about attrition in this context is as “no-shows,” who
were invited to but never attended any experimental sessions. There were 49 “no-shows,” who differ from compliers in similar
ways to the “attriters;” they were generally younger, male, and with fewer children. The table on “no-shows” can also be found
in the online appendix.
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where y; is the outcome of interest for individual i. WORK,; and HY BRID; are dummy variables equal
to 1 if the participant was randomly assigned to the Work or Wait-Hybrid condition, respectively, and 0
otherwise. Note that Wait-Unrestricted is the omitted group in this specification. ¢; is the unobserved error
component, which is assumed to be serially uncorrelated. Where possible, we control for baseline levels of

the outcome variables, y; ;=1 to improve statistical power (McKenzie, 2(]12).9

We further test whether the impact of the intervention varies heterogeneously with pre-determined individual
characteristics, measured at baseline and denoted by X;;—g. The estimating equation for the differential

effect of treatment for a particular characteristic uses interaction effects and is given by:

Yi = Bo + BIWORK,; + BoHY BRID; + 4.X; 1—0 + 5T x Xijp—0 + 0Yip=1 + &;. (2)

where T; is an indicator that takes a value of 1 for the individuals’ treatment (Work, or Wait-Hybrid). (s
captures the additional effect that treatment has on the measured‘outcome for individuals with characteristic
X, above and beyond the effect for those without characteristic X+ These results are presented in the online

appendix.

5.2 Temporal Dynamics of the Treatment Effect on Affect

With daily data on psychological affect wetare able to observe how the interventions impact psychological
wellbeing during the two-week period. Imithe /daily data, we have outcome measures y;; for individual 7 for
t=1,...,10, where t = 1 is theaneasure after the first day of the intervention, and ¢ = 10 is the measure on
the last day. We therefore estimate the following specification, allowing for a specification of the treatment

effect for each of the nine,days following baseline:

10 10
Yiut = Bo+Y BYWORK; x [t =K]) + > B (HYBRID; x [t = k]) + 0yi.4=1 + €4t (3)
k=2 k=2

where [t = k] is A dummy indicator for the k" day of the intervention. As before, y;;—; is the measure of

the outeome variable at baseline, and is included as a control to improve precision.

9For individuals who are missing baseline data, we follow the dummy variable adjustment procedure from Cohen et al.
(2013).
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6 Results

6.1 Workfare and Vouchers: Wellbeing

We begin by discussing the treatment effects of both the Work and Wait-Hybrid conditions on affective
state, relative to the Wait-Unrestricted condition. Note that the results discussed here are drawn from a
single regression (equation 3 from section 5.2), though the results are spread over two tablesyfor ease of

comprehension.

Table 3 reports the treatment effects on affective state for participants in the Work treatment, relative to
the Wait-Unrestricted treatment, with controls for affect on Day 1. Effect sizes aresreported in standard
deviations. Among participants that received only unrestricted vouchers, we see that participants in the Work
treatment were significantly more likely to report being excited, proud, and alert’on a near daily basis than
their counterparts in the Wait-Unrestricted treatment. In general, they were also no more likely to report
being upset or ashamed on a daily basis than the Wait-Unrestricted, treatment. The last column presents
overall effects, with all days pooled, dummy variables for experiment day, and standard errors clustered at
the individual level. These results validate the conclusions, from the daily coefficients. The overall effects
on excitement (+0.32 SD, p < 0.01), pride (+0.23'SD, p < 0.01), and alertness (+0.19 SD, p < 0.01) in
particular are both statistically and practically “significant. Taken together, it appears that working for
unrestricted vouchers had a relatively greater positive effect on self-reported psychological wellbeing than
waiting for the same vouchers. This.finding suggests that the material benefit of a workfare-style program
may not be the only source of utility/for Jan individual beneficiary, but that the act of working itself might

also positively influence wellbeing.

Table 4 provides similar results, but for the Wait-Hybrid treatment relative to the Wait-Unrestricted treat-
ment. These result$ arenot,suggestive of a clear link between affect and whether or not vouchers were partly
restricted to staple items, with only the daily excitement reports showing any notable difference. However,
the overall effect ofsthe Wait-Hybrid treatment on excitement (+0.15 SD, p < 0.10) is small relative to the
equivalent point’ estimate for the Work treatment. Overall, we conclude that there is only weak support
for the hypothesis that receiving partly restricted vouchers influenced wellbeing differently than receiving

unrestricted vouchers.

Finally, we turn our attention to Table 5, which presents p-values from an F-test comparing the effect size
of the Work treatment to the Wait-Hybrid treatment, relative to the Wait-Unrestricted treatment.'® We

find that the Work condition treatment effect is significantly different than the Wait-Hybrid effect for some

10This comparison was not prespecified but run on request of an anonymous reviewer.
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affective states, primarily on individual days. The treatment effect on excitement is greater on three of ten
days, pride on five of ten days, alertness on two of ten days, and shame on one of ten days. Considering all
days together, the overall difference in treatment effects is modest, with excited and proud the only significant
differences (p < 0.10). It is important to note, however, that the Work and Wait-Hybrid conditions differed
in two ways - the work requirement and the voucher restriction level. So we believe that a direct comparison
of the Work versus Wait-Unconditional conditions, where the treatment effects on affect are largest, is the
most appropriate way to evaluate the psychological impact of work. Based on these results, however, we
conclude that while the Work treatment results in greater affective wellbeing relative to the Wait-Unrestricted
treatment, the more modest effects relative to Wait-Hybrid suggest caution when stating that the results

are definitive proof of the psychological benefits of working versus waiting.

Next, we review Table 6, which presents the results of OLS regressions estimating thé impact of the treatment
arms on various psychological wellbeing measures at endline.!! Noté\that the Wait-Unrestricted treatment
again acts as the basis of comparison for the Work and Wait-Hybrid treatments. Our preferred specification
includes controls for a number of demographic characteristies:-.age, number of children, gender, education,
martial status, and if the participant self-identified asythe decision maker in the family. Furthermore, we

add controls for the time slot that the participant stas invited to attend.

Our primary question was whether working for “benefits had a different psychological impact than simply
collecting benefits as welfare, without a werk requirement. We find that participants in the Work treatment
report statistically significantly higher levels of psychological wellbeing at endline than participants in the
Wait-Unrestricted treatment on nearly all measures, as seen in Table 6. To test for overall significance, we
create an index of the component measures based on (Anderson, 2008), reported in Table 6 as “Wellbeing
Index.” We also run seemingly unrelated regressions across all individual measures and test the joint signif-
icance of the WorkAreatment: Both are highly significant (p < 0.01). The significance of the effect holds

both with and swithout eontrols.

Notably, relative'torthe Wait-Unrestricted group, participants in the Work treatment self-reported better
mental health (4-0.29 SD, p < 0.05) and improved self-esteem (+0.14 SD, p < 0.01) at endline. Those in
the Work treatment also show large increases in comparative happiness, happiness with their purchases, life
prospects, and life security (women only), relative to the Wait-Unrestricted group (p < 0.01 for all). We see
a smaller effect on self-reported own-happiness (+0.19 SD, p < 0.10) at endline, though we see a null-effect

on incidental daily happiness from the daily analysis in Table 3.

H1n this paper, we present results of all prespecified outcomes with the exception of the Ways of Coping index. Because we
failed to prespecify the way in which we would aggregate the outcomes into an index, we investigate two indicies and present
them in the online appendix.

19



o9 "3od T Je 4, pue “jod
G 1% 4y 70d (T 7@ 90UROYIUSIS S9JOUPsy, ARP USAIS © I0J SO[(RLIBA 9UWIODINO [[€ SSOIOR UNI SUOISSAISaI paje[orun A[SUluueos wWoy
sonfea-d spr0dol mol wr03)0q ST, ‘[OAS] [BRPIAIPUI 9]} UO SIOLIS PIRpPUR)S PAIdISN[d pue serwwnp Aep yjim ‘sfep [[e ssoroe 3urjood
UO0Issa13a1 9jeredas ® JO 4 NSAI Y4 ST\ 109 . [[RISAQ, UOIIPUOD YIOA\ 9YY) I0] IOIId pIepue)s pue JUSIDIPJe0d ay) Ajuo Juryrodal
pue ‘Mol ouooIno yoes 1o0j ‘ojdures.fny ayd 1o0j (g) uoryenbs SurewIse YSNOIY) POASIYDR SI SIYJ, ‘[9AD] [ENPIAIPUI 9Y) @ d[(eLIeA
SUWI0DINO JO SINSBOW JUI[Ese( 10] SUI[[OLIU0D ‘PIJDLIISOIU()-JTRAN O SAIIR[SI ‘AR USAIS ® I0J JUSUI)RaI) JIOA\ 9YY JO 109]J oY) MOUS
0T-g SUWN[o)) ‘SUOIRIASGD PIepuer)s Ul pajiodel oIR sozls 1090 o], 'S[OIJU0D JUI[eseq YIIM ‘SO[RLIBA 9)e)S SAI1D9JR JO Iaquunu
® UO UOIIPUOD PIIOLIISAIUN -IIBAA O} 0] UQIIPUOD I0A\ oY) ul sjuedoijred Jurredwiod suolsseidol G () WOJ SHNSIY SIION

€00 wxxT00 445000 4xxTO0  4xx00'0 S 4xx00'0  «xT00  4xx00'0 422000 444000  (90[eA-d) 3593 JuIOr
(L0°0) (e1T°0) (€1°0) (€1°0) (€1°0) (17°0) (¥1°0) (z1°0) (z1°0) (z1°0)

S0°0 «SC0- 80°0 010 LT°0 80°0- P10 80°0 010 91'0 Aepog, Addey
(80°0) (e1°0) (¥1°0) (¢1°0) (g1°0) (¥1°0) (sT:0) (¥1°0) (¥1°0) (g1°0)

G600 €00 90°0 6T°0 €0°0- 90°0 00°0 v1°0- «+8T°0 10°0- Aepog, pouwreysy
(80°0) (eT°0) (eT°0) (€1°0) (€1°0) (€1°0) (g1°0) (e1°0) (€1°0) (¥1°0)
610 €00 wxxl€0  wxGE0  «xx€F0  0T0 0r'o +£T°0 €0°0- £GT°0 Kepog, 17y
(80°0) (e1°0) (z1°0) (z1°0) (z1°0) (€1°0) (€1°0) (¢1T'0) (€1°0) (€1°0)
€00 L00 610 «12°0 580 «xx€E°0  «xs€F0 | .ixEE°0 910 «xx8€°0 Aepay, pnoid
(80°0) (e1T°0) (€1°0) (€1°0) (€1°0) (¥1°0) (€1°0) (g1°0) (£1°0) (€1°0)

11°0- 0Z°0- 61°0- S0°0 80°0- 80°0- TT0-  5%.8€04  200- 10°0- Kepog, jesd)
(80°0) (g1T°0) (€1°0) (€1°0) (€1°0) (€1°0) (¥1°0) (eT0) (z1°0) (€1°0)
xCE0  TO0 w970 k880 wxTE0  wx080 wxkBE0  kFEOL ik T90N  knOT0 Aepog, pajoxy
39955
o100 01 6 8 L 9 g v € g

Jueurjealy, jo Ae

190y A[IR(] - SUOISSOIZ0Y [ouRJ JUAMI)RII], IOA\ € O[qR],

20



‘ToAd] 9od T ey ¢ pue “10d g je ., 70d (T IR 90UROYIUSIS SOJOULD , ‘AR USAIS ® IOJ SO[(RIIRA SUIODINO [[B SSOIOR
UnI suolssaIgol pajedIun A[Gurwess wolj sonfea-d s110del mol u0130q 9YJ, '[9A9] [BNPIAIPUI 97} UO SIOLID pIePURIS
paIogsnid pue sorurwinp £ep M ‘sAep [[e ssoroe urjood uoissaidor ojeredas € Jo }Nsal oY) ST 309 [[@I9A(), UOI}IPUOD
PLIqAH-1TRAA 91} I0J I01I8 PIEPUR)S PUR JUSIOJA0D o1} ATuo Surlrodal pue ‘Mol suodino yoes 10 ‘eofdures [[nj ayy 10§ ()
uolyenbe Juryeurl)se YINOIY) PRASIYIR'SI SIYY], ‘[9AS] [BNPIAIPUL 91} 1€ S[(RLIBA 9UIODINO JO SINSLIUW SUI[9se( I0] SUI[[0IIU0D
‘ParoLIISaIU() -1 IRAA O} SAIIR[eI ‘ARP/USAIS B 0] justI)eal) PLIqAH-1TRA\ 9} JO 109]J° 8} MOUS ()]-g SUWN[O)) 'SUOI}RIASD
plepue)s Ul pejrodal oIe SozIs 1090 OY], S[OIIU0D JUI[eseq [IIM ‘SO[qRLIBRA 9JR)S 9AID9JR JO IeqUINU ® UO UOI}IPUOD
PoI0LIISeIU ) -1 TRAN 9] O] UOIIPUOD PLIGAHATBA\ oY) ul sjuedoijred Surreduwiod sSUOISSaISol G () WO SINSOY SI0N

%6070 €€0 L0 ge'o 0€'0 €20 8L°0 89°0 #x60°0 «G0°0 (onyea-d) 4s0y yuror

(L00) (e10) (¥T0) (eT0) (€10) " (TTON_HTO) (eT0)  (€T°0) (z1°0)

$0°0 61°0-  00- 10°0- 700 €0°0° 020 60°0 11°0 VG0 Aepog, Addey
(600)  (¢10) (¢r0) (s10) (er0) (¥T°0) L910)~ (¥T0)  (cT1°0) (g1°0)

200 ¥T°0  IT0-  2T0 qT'0 9T°0 IT0;  )€00-  6T0- 10°0- Aepo], poureysy
(so0)  (e10) (FT°0) (¢170) (er0) (e10) (s10) S (¥T0)  (¥T°0) (¥1°0)

90°0 200 LT°0 700 12°0 110 10/0 a1 ¥1°0- 110 Lepog, 117y
(s00) (e10) (ero) (gr0) (er0) (210) (£1°0) (§F0) “\(¥T°0) (e1°0)

100 90°0- 800- FI0  TO0- .20 610 610 60°0- ) Aepog, pnoid
(800) (e¢10) (er0) (g¢10) (er0) (#T0) (310) (ST0) (FT0) (€1°0)

100- ¢r'0- T00- g0 T00- €00  L00-  LTO- 200 700 Lepog, jesd
(600)  (¢10) (er0) (e10) (3r0) (e10) (310) (er0) € (£10) (€1°0)

£GT°0 €00 «G3°0  L00  L00-  S00 8T'0 TT0  WlV0 4670 Aepog, PoyOXF
(ERN (G|
. 0T 6 8 L 9 g iz g z

Jueurjealy, jo Ae

100y A[IR(] - SUOISSOIZ0Y [ouR JUOW)Rdl], PHAAH-1RAN F 9[qR],

21



Table 5: P-Values for F-Tests on Daily Affect Differences - Work vs. Wait-Hybrid

Day of Treatment

Overall
Effect

Excited Today 0.83 0.31 0.10 0.16 0.07*  0.01***  0.02** 0.12 0.99 0.06*

2 3 4 5 6 7 8 9 10

Upset Today 0.67 0.55 0.11 0.66 0.42 0.65 0.22 0.17 0.54 0.28
Proud Today 0.08* 0.09* 0.25 0.08* 0.51 0.03** 0.59 0.03**  0.29 0405*
Alert Today 0.31 0.42 0.55  0.56 0.51 0.09* 0.02%* 0.14 0.92 0.14

Ashamed Today 1.00  0.00*** 0.44  0.49 0.50 0.26 0.67 0.25 0.42 0.77

Happy Today 0.48 0.98 0.93 0.68 0.70 0.32 0.43 0.44 0.67 0.89

Notes: Results from an F-test comparing the effect size of participants in the Werk- condition to the Wait-
Hybrid condition, relative to the Wait-Unrestricted condition on a number of affective state variables, with
baseline controls. Columns 2-10 report the p-values of the difference in effect between the Work and Wait-
Hybrid treatment to the Wait-Unrestricted treatment for a given day controlling for baselifie measure of outcome
variable at the individual level. This is achieved through estimating equations(8) for the full sample, for each
outcome row, and reporting the p-values from the F-test of equality of ‘coefficients for the Work versus the
Wait-Hybrid condition relative to the Wait-Unonditional condition. !Overall, Effect" also reports the p-values
from the F-test of equality of coefficients for the Work versus the Wait-Hybrid condition relative to the Wait-
Unonditional condition, but the regression pools across all days, with day“dummies and clustered standard
errors on the individual level. * denotes significance at 10 pctsy**.at 5 pct., and *** at 1 pct. level.

However, we should note that participants in the WaitsHybrid treatment also exhibited higher self-reported
scores than those in the Wait-Unrestricted treatment on a number of endline wellbeing measures. Specifically,
Table 6 shows that participants in the/Wait-Hybrid treatment reported greater life security (women only,
+0.75 SD, p < 0.01) and life prospects (+0:43 SD, p < 0.01) at endline than those in the Wait-Unrestricted

treatment.

In light of the Wait-Hybrid treatment’s significant impacts, we pooled all participants in the Wait conditions
and compared their psychological wellbeing measures with those in the Work treatment as a robustness check.
In Table 7, we seé.that, the effects of the Work treatment on endline measures of happiness with purchases,
self-esteem, general happiness, mental health, and life prospects hold when compared to the combined Wait

conditions—albeit with smaller magnitudes.

While'the Work treatment retains its effects compared to the Pooled comparison group in Table 7, the sig-
nificance of the coefficients for both the Wait-Hybrid and Work conditions relative to the Wait-Unrestricted
condition suggest caution is required when claiming that working was the reason for the endline increases
in self-reported life security, life prospects, and household decision-making. Contrary to the literature, we
find that restrictions on consumption through voucher restrictions do not lead to “welfare stigma.” How-
ever, this is likely due to the nature of the experiment, where the comparison “Wait-Unrestricted” group
also uses vouchers, meaning that if negative psych%gical impacts flow through restrictions on vouchers
versus cash rather than restrictions on what vouchers can be redeemed for, they would not be picked up in
this experiment. Furthermore, the Wait-Hybrid condition may have influenced positive wellbeing measures

through a different channel (for example, receiving restricted vouchers that guaranteed access to key staple
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ACCEPTED MANUSCRIPT

vouchers — spent KES 282.22 more on staple foods than participants in the Wait-Unrestricted treatment
(who spent KES 1061.49 on staples). This result is strongly significant (p < 0.01). Notably, the increased
purchasing of staple items by those in the Wait-Hybrid condition seems to have crowded out the purchase
of non-food items (KES 251.74, p < 0.01). So it is not the case that the greater staples food spending in
the Wait-Hybrid condition represents a reallocation of the budget from one food category (non-staple foods)
to another (staple foods). This is a significant result in the low-income setting, since the provision of the
staples voucher lead to greater food spending overall. This suggests targeted vouchers be eful a

policy tool to increase spending on specific foods, without otherwise affecting intend& urchases.
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ACCEPTED MANUSCRIPT

@&

Table 8: Basic Specification - Consumption Totals

Ci o 1 @ © \7574) Eg; (4)=0 F g; (5)=0 ®
ontro. ait - -(4)= -test (3)-(5)=
Mean (SD) Work Work Hybrid (p-value) (p-value) N
Total Spending 1927.22 5.19 —20.33 39.52 0.66 0.72 377
(641.21) (77.89) (82.16) (78.06)
Food 1376.31 92.15 104.21 255.74*** 0.02** 0.03** 377
(606.95) (72.66) (78.35) (72.17)
Voucher Staples 1061.49 18.07 22.15 0.00*** 0.00*** 377
(571.62) (68.52) (73.33)
Drinks 137.78 31.43 36.19 0.00%** 0.00*** 377
(167.28) (20.77) (22.38)
All Other Food 177.03 42.66* 45.87* 0.14 0.18 377
(183.63) (23.39) (23.69) (22.53)
Non-food 550.92 —86.96 —124.54** —251.74*** 0.00%** 0.00*** 377
(519.00) (54.57) (53.02) (54.29)
Household Goods 156.25 —14.07 —25.67 —80.29*** 0.00%** 0.01** 377
(241.89) (26.40) (26.49)
Bath and Body 210.05 —12.72 —36.60 0.53 0.58 377
(208.70) (23.25) (24.65) (26.24)
All Other Non-food 184.61 —60.17 —117.53*** —134.86*** 0.01** 0.03** 377
(440.59) (42.44) (39.94) (43.17)
Self-reported Weekly Spending 1529.43 13.63 —207.47 —301.55* 0.29 0.28 344
(1402.71) (218.17) (168.70) (168.05)
Joint test (p-value) 0.00*** 0.00***
Includes controls No Yes No Yes
Notes: Results from OLS regressions comparings/purcha PBK using vouchers received in the experiment. Column 1 is the mean (and standard deviation) of the



This increase in staple food spending is not immediately surprising, as the greater staples spending in the
Wait-Hybrid treatment could be interpreted as an entirely rational “move to the kink point,” from the
traditional consumer theory model of vouchers. However, this rational interpretation of the result is called
into question by the high level of staple spending in the Wait-Unrestricted treatment. As column 1 in Table
8 shows, participants who received only unrestricted vouchers still spent over half of their voucher money
on staple items. So these staple items were ones that participants overall want to buy in high.quantities in
the absence of voucher restrictions. This is suggestive evidence of a flypaper effect, whereby the restricted
staples voucher might have encouraged increased staples spending overall rather than a‘rational reallocation

of budget across consumer items.

However, it is possible that the effect we observe is partly the result of some subset of Wait-Hybrid partic-
ipants “moving to the kink point” in staples spending (namely, those who would/not have spent much on
staples in the absence of any voucher restrictions), while others in the Wait-Hybrid treatment (high staples
spenders, in general) do rationally reallocate their budgets. Therefore, it )is necessary to test the robustness
of the flypaper effect conclusion. We do this by runningsa.simulation exercise involving the mechanical
creation of a “counterfactual” unrestricted group. Note that in,the Wait-Hybrid group, participants were
forced to spend at least half of their vouchers on staples. Therefore, in our counterfactual unrestricted group,
we create a new variable where, for each participant\inthe Wait-Unrestricted group, staples spending is set
to represent 50% of total voucher spending for all individuals for whom staples spending is actually less
than 50%. In those cases where staplé spending is already more than 50% of total voucher spending for a
Wait-Unrestricted participant, staplessspending in the counterfactual group is unchanged. Figure 1 shows
the rightward shift in “stapless§pending”’/by the counterfactual group relative to the actual Wait-Unrestricted

group as we artificially inereage the amount of staples spending for some participants in the Wait-Unrestricted
group.

We then repeat/our analysis from Table 8, but use the new counterfactual unrestricted group as the compar-
ison group.nstead of/the actual Wait-Unrestricted group. The results are presented in Table 9. Notice the
mean of staples spending for the new comparison group has increased from KES 1061.49 to KES 1204.19,
as we artificially increase staple food spending to at least 50% of total purchases in the counterfactual un-
restricted group. Likewise, the point estimate on the influence of the flypaper effect drops from KES 285.27
to KES 142.57 without controls (and from KES 282.22 to KES 136.20 with controls). Crucially, the effect
remains significant at the 5 percent level, with and without controls included. Given these results, we see
our study as providing evidence of a flypaper effect from partial voucher restriction to staple food items,

representing a roughly 12% increase in spending on staple food items in our sample.
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Figure 1: Histogram of Wait-Unrestricted Staples Spending

Fraction

0 1000 2000 3000
Wait-Unrestricted Voucher Spending

B Original Spending

P Simulated Spending

Histogram of staples spending in the Wait-Unrestrictéd group.. The black bars show the distribution of the original staple food
spending in the Wait-Unrestricted group, which has not been altered at all. The gray bars are the result of the simulated spending
exercise, where we artifically increase the amountvof staples spending to be 50% of total spending for those participants who
did not spend 50% of their total receipts on staple goods (for those who did spend 50% or more, their spending is unchanged).
Note the rightward shift in staples spending, asiwe force under-spenders to move “to the kink”.

Table“9: Robust Specification - Consumption Totals

1) (2) (3) (4)
Control Wait Wait N
Mean (SD) Hybrid Hybrid
Voucher Staples (Robust) 1204.19 142.57** 136.20** 377
(465.43) (61.71) (65.92)
Includes controls No Yes

Notes: Results of simulation exercise with the counterfactual Wait-Unrestricted
treatment serving as the omitted comparison group (to create this group, anyone in
Wait-Unrestricted with staples spending less than half of total spending had staples
spending reweighted to represent no less than half of their total spending. The
equation estimated is an OLS regression estimated twice, with and without controls.
All spending in Kenyan Shillings. * denotes significance at 10 pct., ** at 5 pct., and
*** at 1 pct. level.
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Finally, we compare spending in the Work and Wait-Unrestricted conditions directly. The results suggest
minimal differences in specific categories of consumption spending between these conditions. The point es-
timates do provide some weak evidence that participants in the Work condition purchased more non-staple,
non-drink food items (KES 45.87, p < 0.10) and less non-food (KES -124.54, p < 0.05) relative to the
Wait-Unrestricted condition. However, the joint-test of coefficients for the Work condition on consumption
categories, relative to the Wait-Unrestricted condition, results in a p-value of 0.08, meaning we cannot confi-
dently assert that spending differed amongst individuals in the two conditions. Importantlyswhile we.cannot
rule out a relationship, we do not find strong support for the findings in other developing ¢ountry contexts
that suggest that earned money is more readily spent on basic consumption goods(Pan ang Christiaensen,

2012).

To summarize, the comparative effects of the Wait-Hybrid treatment eompared.to the Wait-Unrestricted
treatment somewhat contradict the predictions of consumer theory,”and support a role for mental account-
ing in consumer decision making in the context of voucher restrictions.) Specifically, these results suggest
that vouchers with tighter consumption restrictions may lead. toszdifferent spending behavior than would
unrestricted vouchers, even if the voucher restrictions ate inframarginal. Even partial restrictions in transfer
payments may therefore serve to nudge individuals téward \particular consumption choices without completely

restricting freedom of choice for the beneficiary.

7 Discussion

The results of our experimentfoffer insights into the design of welfare programs for the urban poor. Notably,
we find that working for a’social welfare benefit may have greater positive effects on psychological wellbeing
than waiting for a benefit of.equivalent value. This provides suggestive evidence that individual utility may
be impacted not.only by the material welfare benefit received (restrictions on the consumption of transfers),
but also by the way in/ which that benefit was obtained (restrictions on the receipt of transfers). As such, we
posit that the social costs of funding welfare programs may be partially offset by pairing work requirements
withythe disbursement of welfare support — not only will recipients engage in work and potentially produce
something of social benefit in exchange for welfare payments, they may also obtain utility from the act of
supplying labor in the workfare program (and not just from the material reward from transfers). Note that
this is the case in our experiment even though the work we had participants do was devoid of a social purpose

— perhaps these effects would be even larger from work imbued with greater meaning.
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The implications of this finding, from a welfare perspective, are interesting. It seems intuitively true that
people prefer not working to working, when given the choice. It is also hard to imagine people paying for
the opportunity to work, rather than sitting in a waiting room (especially when diversions like conversation
or reading are allowed in the latter). Yet our results suggest that individuals may experience more positive
emotions and greater wellbeing when working than when not working. This is difficult to reconcile with a
rational model of decision-making, where leisure would be preferable to labor in the absence of coimmpensation.
However, it could fit into a model whereby people obtain psychic benefits from the sense of<agcomplishment
deriving from task completion during labor supply (Schwartz, 2015; Pfeffer, 1998), but they do not fully
appreciate these benefits ex-ante (and only learn to appreciate them with expetience). ) Of course, this
interpretation is speculation. However, our work does at least suggest that“this'is a promising area for

further research, particularly given the increased use of workfare and public'works programs worldwide.

One might argue that our results are evidence of “idleness aversion,”’”whereby individuals prefer doing some-
thing (even work) rather than sitting in one place doing nothing (Hsee et al., 2010). While we agree that this
is one possible interpretation, we believe this does not simply,“‘explain away” our contention that workfare
might be a preferable policy to simple welfare payments. Firstyin our experiment, people were allowed to
bring reading material or other diversions with them, somewhat alleviating the boredom that might drive
idleness aversion. Anecdotally, people in the await conditions also seemed to converse a fair amount, sug-
gesting they were not as bored as subjects in earlier.studies on idleness aversion. Second, our daily PANAS
measures of psychological wellbeing were conducted before the start of each session. Therefore the disutility
of idle waiting for that day is notdikely. to have been captured in these reports (though we cannot rule out
the possibility that they mighticapture disutility from anticipated boredom). Third, even if idleness aversion
played a role, that would/only support the argument that work ordeals are preferable to ordeals in the form
of “waiting in line” for payment, since working at least provides some form of productive engagement that

wards off the detrimental effects of idleness.

Our results™also, provide evidence for the applicability of mental accounting and the flypaper effect in
individual-level decision making. Specifically, we found that applying restrictions to some of the vouch-
ers led to,a large increase in spending on the targeted goods overall. Given the high rates of spending on
these same goods in the unrestricted voucher treatment, this represents a departure from rational consumer
theory predictions, based on the notion of money (or unrestricted vouchers, in this case) as fungible. Partial
targeting in transfer payments through voucher restrictions may thus be an effective policy lever that does
not entirely eliminate the consumer’s freedom to choose, and may lead people to allocate un-earmarked

portions of their welfare benefit to desired spending categories.
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Importantly, we do not see our results as contradicting other work that does not find differential spending
behavior with cash trasfers versus voucher transfers in the developing world (like Hidrobo et al. (2014) and
Aker (2017) for example). Indeed, we are testing different modalities than Hidrobo et al. (2014) and Aker
(2017) — we explore restrictions within the category of voucher transfers, whereas they test cash transfers
versus food vouchers of a similar size.'> Therefore, our results speak more to the design of voucher programs
specifically, rather than comparing across the broader categories of welfare transfer programs’explored in

previous work.

While this study does offer suggestive evidence of the positive impacts of workfare on psychological wellbeing,
it has limitations. First, it was designed as a lab-in-the-field study and was not intended to capture general
equilibrium responses, as measured by total consumption of a households Indeedj because we did not
complete a comprehensive general consumption module, we cannot say for-certainthat changes in purchase
behavior reflect overall behavior, or if changes in budget shares for“spending at PBK are counterbalanced
by spending elsewhere, leaving total consumption shares unchanged. Of course, any counterbalancing of
this sort would need to be correlated with the treatments, shich while possible, seems to us to be unlikely.
Second, some important questions remain unanswereds, Further research is required to determine how the
nature of and motivation for work (pro-social orgprofit) may affect happiness and consumption choices.
Indeed, our experimental design is well-suited 40 build ‘on work on labor economics questions of work effort
and behavioral biases (as studied by Augenblick and Rabin (2015), Kremer et al. (2015), Breza et al. (2015),
and others). Further, more work is seeded to understand the channels through which social policy can
encourage the consumption of healthy. or high-calorie foods in particular. While some research has been
done on curating the choice atchitecturé of environments where food is purchased (e.g., cafeterias, stores),

little has been done on examining how the means of payment can prompt particular spending choices.

121n addition, the context around the transfer in our experiment is also quite different than that in previous work. For
example, the transfers studied by Hidrobo et al. (2014) were part of a broader WFP program targeting food security and
nutritious eating in particular.
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