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Experimentsin’ Participatory

Econometrics

Improving the Connection between
Economic Analysis and the Real World

What the author calls ‘ participatory econometrics provides a way
for economists to respond better to the challenge of the real world.
To illustrate the approach, an example, is outlined of a research
project that used participatory econometrics to understand the
behaviour of poor households. Some generalisations on the added
value of participatory econometrics over more conventional
methods of analysis are then briefly drawn.

VI1JAYENDRA Rao

}an Dreze in a recent essay [Dreze
002] makes an eloguent argument
or why academic research should be
combinedwithengagement withrea world
involvement and action in order to make
a difference. In this essay, addressed
primarily to econometricians, | make the
case for what | call ‘ participatory econo-
metrics', which providesaway for econo-
mists to respond to the challenge posed
by Dreze. lllustrationsof thisapproachare
provided from my own work, but thisis
mostly for reasons of convenience and
brevity as there are now several econo-
mistswhofollow asimilar approach, Dreze
being one of the most prominent among
them[eg, PROBE Team 1999]. However,
| think it helpsto givethe approach alabel
and outline some basic principles.

M ost econometriciansanal ysequantita-
tive data collected by someone else. As
the principle of comparative advantage
tells us there can be much value in this,
but it al so disconnects the econometrician
from the very people whose life she is
attempting to understand. Ground-level
realities can be ignored in favour of
hypothesesthat areconstructed by reading
secondary literatures with relatively stag-
nant conceptualisations of human
behaviour. Innovations in the literature
aremoreoftentheresult of staring at one’s
navel in an air-conditioned office rather
than getting your hands dirty in the field.

The heavy, slow-moving, machinery of
surveys can stultify the ability of the
researcher to react to surprises, where her
preconceptionsare confronted by adiffer-
ent reality. All of this aids in the repro-
duction of existing stereotypesrather than
a constant updating of research questions
based upon grounded understandings. The
problem is compounded when the sub-
jectsof theresearch are poor peopleliving
in cultures very different from the
econometrician’s own.

In order to combat this, many develop-
ment economists have begun to conduct
their own specialised surveys, anintellec-
tual development that dates at least as far
back as the work of Epstein (1962), fol-
lowed by Bardhan and Rudra(1978), Bliss
and Stern (1982) and many others. In this
note | go a step further and make the case
for an integrated exercise that employs a
combination of econometric, ethnographic
and participatory techniques to develop a
methodology of evaluating living stan-
dards. This method isinformed by Sen’s
criteria of functionings and capabilities
[Sen 1988], that views human behaviour
as the result of a combination of eco-
nomic, socio-cultural and political choice
sets. It is, thus, in many ways, areturn to
Epstein’ smulti-disciplinary styleof analy-
sis (with the addition of economic theory
and econometrics), and similar to Bliss
and Stern’s approach in the Palanpur
project — but there are some differences.
This method combines Participatory
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Appraisals, focus group discussions, and
participant observer methods, with quan-
titative data from structured surveys of
representative samples, where the re-
searcher isinvolved in every step of the
process from mixed method data collec-
tion to mixed method analysis. It is, thus,
an attempt to integrate econometric and
qualitative techniques with the spirit of
Participatory Development [Chambers
1997]. Thismethod, that | have elsewhere
called ‘ Participatory Econometrics' [Rao
1998], is a valuable way of reducing the
distance between the analyst and the
subjects of her research and of letting the
voices of the researched influence the
anaytical apparatus of the researcher.!
The method differs from other attempts
to integrate qualitative and quantitative
methods in that the econometric analysis
is central to the exercise, and it has the
participatory aim of making respondents
important players in the analytical work.

To illustrate the method, | will outline
an exampl e of aresearch project that used
participatory econometrics to understand
the behaviour of poor households. | will
then briefly draw some generalisationson
the added value of participatory econo-
metrics over more conventional methods
of analysis. While | will focus on one
project — a case study of a ‘backward
caste’ community of potters from rural
Karnataka, wherel conducted two rounds
of fieldwork in 1992 and 1994 — | will
bring in illustrations from other more
recent works as well.

The Potters Project?

The original aim of this project was to
understand how socio-cultural and eco-
nomic systems interact to affect living
standards, focusing ontheroleof marriage
markets. | picked a community of potters
spread across three villages mainly be-
causethey were an endogamous castethat
exchanged bridesbetweenthevillagesand,
thus, represented a single marriage mar-
ket. The first round of fieldwork was
conducted in 1992 with a team of social
workers who were all extremely familiar
with local conditions. We implemented a
series of PRA exercises, focus group dis-
cussions, and in-depth interviews and
administered a structured quantitative
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guestionnaire to every household in the
community. Thequestionnairewasastan-
dardinstrument with asection onmarriage
markets. In the process of our initial PRA
exercise with a group of women, one
participant’s husband dragged her by her
hair out of the room where the discussion
was being conducted shouting, “Why are
you wasting your time with these people
—lunchisnot cooked yet!” Later we heard
that she was severely beaten and faced
such violence every day. This led to the
decisiontomakedomesticviolenceafocus
of the analysis.

Intheprocessof tryingtoelicit responses
onthisdifficult issue, in thefirst week our
respondentstold us, basically, that lifewas
tough but manageable. Their main prob-
lems were with the government — lack of
good schooals, lack of adequate drinking
water, etc. But, their husbands were good’
and families tried to cope with problems
asbest asthey could and hel ped each other
al thetime. After aweek of staying in the
village and continuing our interviews, one
of the women finally opened up and said,
“You have become our friends and we
can't lie to you anymore. Let metell you
the truth. We fedl like we arein jail. Our
husbands beat us all the time and no one
helps when that happens. They spend all
the family money on acohol, and when
they come home — no one can help us.”
We then explored these issues further
through in-depth interviewswith men and
women who outlined the cold rational
calculation behind much of the violence.
Onthebasisof thesediscussionsafew key
guestions on wife beating were added to
the quantitative survey instrument. The
analysis of the qualitative and the quan-
titative data demonstrated the links of
domestic violenceto issues of control and
power within the family, acoholism and
dowry demands [Rao 1998]. Since the
qualitativework demonstratedthat domes-
tic violencewas|argely caused by agency
problems within the household and were
often rational choices undertaken to
forcibly extract money fromthehusband’ s
family, it alsoled usto rethink how econo-
mists modelled both intra-household and
transfersbehaviour [Bloch and Rao 2002].

Without the Participatory fieldwork, we
would have never thought of studying
domestic violence. Unlike conventional
methods, Participatory Econometrics al-
lows issues to be probed in the field the
moment they are observed. This permits
‘surprises’ to be easily incorporated into
thedatagathering process. Thesesurprises
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are often everyday, even mundane, expe-
riences in the lives of the rura poor and
are only surprising to relatively affluent
outsiders. Development researchers, as
affluent outsiders, miss such phenomena
because they are absent from the existing
literature. The malleability of Participa
tory Econometrics, the fact that reorient-
ing the analysis on the basis of observa-
tionsin the field is a key element of the
method, adds value to traditional econo-
metric practice by discovering and locat-
ing important but understudied issues
within the research discourse.

Two more examples from the potters
study further illustrate this point. Thefirst
resulted from an observationin aPRA that
liquidity constraints forced people to
purchase food in very small quantitiesfor
which they paid much higher unit prices.
Since this could have implications for
measures of poverty and inequality we
investigated thisby talking to shopkeepers
and observing their behaviour, and prob-
ing the issue further in focus group dis-
cussionswith homemakers. Wefound that
it was a serious problem that households
had found ingenious ways to cope with —
by seeking credit from friends and rela-
tives and sometimes from shopkeepers
themselves, and by occasionally forming
shopping clubs that made excursions to
nearby towns where food prices were
cheaper. However, both credit, and the
networks required to participate in shop-
ping clubs, were more easily accessed by
the relatively well off.

On the basis of the qualitative work we
constructed a survey instrument with a
specialised expenditure module that had
finely calibrated food categoriesto distin-
guish between different quality grades of
each product. This alowed us to distin-
guish between the quantity discount effect
on unit prices and the quality premium

effect that goes in the opposite direction
— as income increases consumers can not
only affordtobuy higher quantitiesof food
at cheaper prices but can aso purchase
better quality food that costs more. Con-
sequently conventional expenditure sur-
veys, where food categories are not cali-
brated finely enough to sort out quality
from quantity effects, can missthe true of
extent of price heterogeneity. The unit
price data we collected in the specialised
expenditure survey were used to construct
household specific price indexes that al-
lowed real incomes to be constructed. It
wasfound that the quantity discount effect
issevereenoughinthesecommunitiesthat
‘real’ inequality isabout 23 per cent greater
than inequality measured with incomes
uncorrected for price differentials [Rao
1997]. Furthermore, the magnitude of the
quantity discount effect rai sesdoubtsabout
the efficacy of single-point poverty lines
in sorting out the poor from the rich and
hasimplications for public action on food
distribution systems.

The second observation that led to a
reorientation of the analysis happened
quite by chance. We were conducting
fieldwork for afew weeks, when wewere
told one day in a focus group discussion
that it would be “difficult to find people
tomorrow because they would al be at
Marriamma' s festival.” When we arrived
the next morning the village had been
transformed beyond recognition. Every-
one was wearing their best clothes that
they had found scarce water to clean. The
women had putongoldandsilver jewellery
and had jasmineflowersintheir hair. Two
loudspeakers tied to the village temple's
roof blared film songs. And then, at about
10 in the morning, the procession began
led by three musicians playing the ‘ nada-
swaram’ and four drummers.A bullock cart
followed them; pulled by two large
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colourfully decorated bulls, carrying an
image of the goddess Marriammaswathed
in silk and gold. Immediately behind the
bullock cart was a group of about 10
important looking men and women who
were described as Respected Peoplein the
community, followed by hordes of danc-
ing children. | asked some people in the
crowd who these Respected People were
and was told that they were the heads of
those families who had made the largest
contributions and had hel ped organise the
celebrations.

Thefestival wasobviously avery expen-
sive event entirely financed by voluntary
contributions. We were told that such
celebrations were repeated about two or
three times a year during various festival
periods. Observing the festival helped us
appreciate the significant role that collec-
tive celebrations play in rura life and led
usto investigate it closely in focus group
discussions and in-depth interviews. On
thebasi sof theseinterviewsweconstructed
a short quantitative module that was ad-
ministered to the community in 1994,
Analysisof thedatashowedthat theaverage
household spent 15 per cent of its annual
expenditures on festivals. While festivals
wereimportant publicgoodsinthevillage,
neither a pure entertainment motive, nor
analtruistic desireto contributeto apublic
event seemed to explain their size. House-
holdswho spent more money on festivals,
everything elseheld equal, were, however,
able to generate tangible rewards — lower
prices on food, higher socia status and
moreinvitationsto meal sfrom other fami-
lies. This indicated that active participa-
tion in festivals generates private eco-
nomic and socia returnsthat help resolve
a potentia free-rider problem. The evi-
dence is consistent with the notion that
festivals serve as mechanisms by which
communities cement bonds across fami-
lies and thus build the social cohesion
necessary to facilitate collective action
[Rao 2001].

Thus, an initial interest in marriage
marketsevolvedin several different direc-
tions uncovering understudied phenom-
ena that were of signal importance in the
lives of the people whom we were study-
ing. Moreover, thesubjectsof theresearch,
withtheir participationin PRA/PPAS, focus
groupdiscussions, andin-depthinterviews
played an important role in how research
questions were defined making an impor-
tant contribution to the analysis and in-
formingtheeconometricwork. Theecono-
metric analysis tested the generalisability

of the qualitative findings, measuring the
magnitude of the effects and their causal
determinants.

Added Value of Participatory
Economics

(a) Generating hypothesesgroundedin
the reality of the poor.

As the examples above demonstrate,
when respondents are directly allowed to
participate in the research process the
econometrician’s work will avoid stereo-
typical depictions of their reality. This
could result in unexpected findings that
may prove to be important. Thus, the
primary value of participatory economet-
ricsisthat hypotheses are generated from
systematic fieldwork, rather than from
secondary literatures or flights of fancy.
More specificaly, the use of PRA/PPA,
focus group and other methods alows
respondents to inform researchers of
their own understandings of poverty,
which are then tested for generalisability
by constructing appropriate survey
instruments and administering them to
representative samples of the population
of interest.

Thereare, atleast, twowaysof achieving
this integration between the qudlitative
and quantitative datathat | will call ‘clas-
sica’ and ‘Bayesian’. When hypotheses
arefirst developed from qualitative infor-
mation and then tested with quantitative
data, with no feedback mechanism, this
fallsexactly withinthepracticeof classica
statistics. Economists may choose to add
theintermediate step of constructing theo-
retical models on the basis of qualitative
findings, and then testing predictionsfrom
these models with quantitative data [Rao
1997]. Bayesian integration involves a
more iterative process. Start with qualita-
tive data collection and construct asurvey
guestionnaire. Then, on the basis of what
onefinds, revisit thecommunity to correct
doubts and potential mis-interpretations.
This may involve another quantitative
survey.

(b) Conversation can take the ‘con’ out
of econometrics.

Almost 20 years ago Ed Leamer (1983),
inafamousarticleentitled, ‘ Lets Takethe
Con Out of Econometrics', highlighted
severa problems with econometric prac-
tice — it was plagued by a lack of repli-
cation and crosschecking, and the statis-
tical assumptions on which the analysis
was based were rarely tested.3 While con-
temporary econometric work suffers less
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from these problems, partly because of
Leamer’ scritique, participatory economet-
rics can be of great value in improving
econometrics beyond itsobvious utility in
generating new hypotheses:

(1) Itcanbevery helpful inunderstanding
the direction of causality and in locating
identifying restrictions and natural ex-
periments. For instance in studying fes-
tivals, | found that families with young
daughters would spend more money
during festival seasons to ‘display’ them
to potential suitors. Thiswas uncorrelated
with any of dependent variables and
therefore provided a good exclusion re-
striction.

Another example concerns some recent
work onthelossinincome suffered by sex
workers when they use condoms dueto a
preference against condom use by clients
[Rao et a 2001]. The econometric prob-
lem hereisthat it isvery difficult to iden-
tify such compensating differentials be-
cause they tend to be plagued by problems
of unobserved heterogeneity and endo-
geneity. Qualitative work in this case
helped solve the problem by locating an
instrument to correct for the problem. We
spent about half aday visiting brothelsin
the area where the survey was conducted
and discovered that an HIV-AIDS inter-
vention that instructed sex workers on the
dangersof unsafe sex wasadministeredin
a manner uncorrelated with income or
wages, but yet had agreat influenceonthe
sex workers' propensity to use condoms.
Exposureto theintervention wastherefore
used as an exclusion restriction in simul-
taneously estimating equations for con-
domuseandwagestofindthat sex workers
suffered a 44 per cent loss in wages by
using condoms.

(2) Qualitative work can aso be helpful
in understanding the nature of bias and
measurement error — it helps to have had
teawithan outlier. For example, in study-
ing domestic violence a question in the
survey instrument asked if femal erespon-
dents had ever been beaten by their hus-
bands in the course of their marriage.
Only 22 per cent of the women responded
positively to this question — a domestic
violence rate much lower than studiesin
Britain and the US had shown. In probing
the issue with in-depth interviews we
discovered that the women had inter-
preted the word ‘beating’ to mean ex-
tremely severe beating — when they had
lost consciousness or were bleeding pro-
fusely and needed tobe taken to the hos-
pital. Hair pulling, ear twisting, etc, which
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Required for

EPW Research Foundation

Thefollowing additional vacancies have arisen for the Data Base projectsjointly undertaken by the EPW
Research Foundation (EPWREF) in collaboration with the Indira Gandhi Institute of Development Research
(IGIDR) and ICICI Ltd.

1 One post of Senior Research Officer with compensation of Rs 23,500 to Rs 25,000 per
month, all inclusive gross.

2. Two posts of Research Officer with compensation of Rs 16,000 to Rs 17,000 per month,
al inclusive gross.

For deserving candidates, some extra compensation for house rent may be considered. Otherwise, the
gross remuneration is al inclusive.

Qualifications and Experience

For both these positions, Ph.D. in Economicswith athorough grounding in Economic Statisticsand proven
ability to undertake independent empirical research are essential. Candidates for position 1 must have
experience of organising and handling research projects independently and those for position 2 must have
aminimum of two years research experience. Academic qualifications may be relaxed for candidatesfound
exceptionally suitable for the Project. Persons desirous of coming on deputation from their present
employment can be considered.

Terms of Recruitment

Recruitment to the above positions will be on contract for two years. The initial appointment will be
for one year and will be extendable for one more year at the discretion of the Project Director.

Those who wish to pursue a long-term career with the EPWRF may note that the Data Base projects
arelikely to continue. There would also be other comparable or even senior positions within the institution
in the years ahead. Persons committed to the EPWRF could be considered for these positions.

Those wishing to be considered may please write immediately to the Director, EPWRF, providing
educational and professional details along with a brief write-up, not exceeding 500 words, on the areas
of empirical research and data they are comfortable with and on their long-term research/career goals.
Last date for the receipt of applications will be May 25, 2002. (Those interviewed and not selected on
earlier occasions need not apply.)

EPW Research Foundation,

C 212, Akurli Industrial Estate,
Kandivli (East), Mumbai - 400 101.
Fax: (022) 887 3038
E-mail: epwrf@vsnl.com
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were thought to be more everyday occur-
rences, didnot qualify asbeating. Reponses
to abroader version of the abuse question,
comparable to the questions asked in the
USand UK surveys, elicited a 70 per cent
positive response.

(3) Qualitative data facilitate cross-
checking and replication. In participatory
econometrics, the researcher has two
sources of data, qualitative and quantita-
tive, generated from the same population.
Thisallowsfor immediate cross-checking
and replication of results. If thequalitative
and quantitative findings differ substan-
tialy it could be indicative of method-
ological or data quality problemsin one
or the other. For instance, in some recent
work onslumsin Delhi [Rao and Wool cock
2001] we are finding that our focus
group discussions reveal several nar-
ratives of mobility — of peopleleaving the
slums. However, our quantitative data
do not show much mobility because the
sample does not include households who
live outside slums. This indicates an
important sample selection problem in
the quantitative data that limits its value
in studying questions of mobility. On the
other hand, the qualitative data gave us
the impression that religious institutions
were an important source of credit and
socia capital for the urban poor. Thisis
not visible in the quantitative data sug-
gesting that the finding may not be
generalisable to all the residents of Delhi
dums but is particular to the families we
spoke in focus group discussions and
in-depth interviews.

(c) Qualitative data provide a context
and aid in the interpretation of quantita-
tivefindings, whilequantitativedatacheck
the generalisability of those findings.

Finaly, reiterating points made earlier,
participatory econometrics allows the re-
searcher to interpret his quantitative find-
ingsin context.The more narrative, perso-
nalised information provided by open-
ended focus group discussions and in-
depth interviews helps us understand and
better interpret aquantitative result. Inthe
work on domestic violence, for instance,
we found a strong positive correlation
between female sterilisation and risk of
violence. This finding would have been
very difficult to explain without the quali-
tative data which revealed that women
who were sterilised tended to lose interest
in sex with their husbands. At the same
timetheir husbandstended to suspect their
fidelity because of a (unjustified) fear
that, since the women were now able to

have sex without getting pregnant, they
would beunfaithful. Thiscaused sterilised
women to be at much greater risk for
violent conflicts within the home. The
strong correlation between sterilisation
and abuseobservedinthequantitativedata
did not necessarily ‘prove’ that the quali-
tative finding was generalisable but, by
demonstrating that the average sterilised
woman in the population was in a more
conflictua relationship, it was consistent
with it.

While the value of qualitative work in
understanding behavioural questions has
been emphasi sed above, thework onprices
demonstratesthat Participatory Economet-
ricscan alsoimprove measures of inequal-
ity and poverty. By probing deeply, quali-
tative methods help uncover the worms
under the rock of ‘hard’ measurement.
Conventional large-scal esurveysareblunt
instruments that use blunt techniques to
emerge with answers that have broad
applicability but may mask a more com-
plex redlity. This is particularly true of
measures of poverty and inequality that
provide a reasonably good sense of the
extent of deprivation and inequity at the
societal level, but are less effective in
understanding themulti-dimensionality of
well-being. Participatory econometricscan
help us understand not just how many
peopleare below the poverty line, but how
they feel about it. [l

Notes

[I thank Martin Ravallion, SitaReddy and Michael
Woolcock for valuable comments. The findings,
interpretations, and conclusions are the author’s
own and should not be attributed to the World
Bank, its board of directors, or any of its member
countries]

1 For other perspectives on mixed methods in
development economics see Kanbur (2001),
Ravallion (2001) and White (2002).

2 | am grateful to Rama Ranee and A C Komala
who hel ped conduct thefieldwork for theproject
and contributed towardsthe devel opment of the
participatory methods outlined here.

3 For more on Leamer in the context of mixed-
methods see White (2002).

References

Bardhan, Pranab K and Ashok Rudra (1978):
‘Interlinkage of Land, Labour and Credit
Relations: An Analysisof Village Survey Data
inEast India’, Economic and Political Weekly,
Vol 13, February.

Bliss, Christopher Jand Nicholas H Stern (1982):
Palanpur: The Economy of an Indian Village,
Oxford University Press.

Economic and Political Weekly May 18, 2002

Bloch, Francisand VijayendraRao (2002): ‘ Terror
as aBargaining Instrument: A Case Study of
Dowry Violence in Rura India’, American
Economic Review (forthcoming).

Chambers, Robert (1997): Whose Reality Counts:
Putting the First Last, ITDG Publishing.

Dreze, Jean (2002): ‘On Research and Action’,
Economic and Political Weekly, March 2.

Epstein, Scarlett (1962): Economic Devel opment
and Social Changein South India, University
of Manchester Press.

Kanbur, Ravi (2001): ' Q-Squared?A Commentary
on Qualitative and Quantitative Poverty
Appraisal’ inRavi Kanbur (ed), Qualitative
and Quantitative Poverty Appraisal:
Complementarities, Tensions and the Way
Forward, Contributions to a Workshop
Held at Cornell University,http:
www.people.cornell.edu/pages/sk145/papers/
QQZ.pdf

Leamer, Ed (1983): ‘Let’s Take the Con Out of
Econometrics’, American Economic Review
Vol 23(1), pp 31-43.

Rao, Vijayendra (2001): ‘ Celebrations as Social
Investments: Festival Expenditures, Unit Price
Variation and Social Status in Rura India’,
Journal of Development Sudies, October.

—(1998): ‘Wife-Abuse, Its Causes and Its Impact
on Intra-Household Resource Allocation in
Rural Karnataka: A “Participatory” Econo-
metricAnalysis inM Krishnargj, R Sudarshan
and A Sharif (eds), Gender, Population, and
Development, Oxford University Press.

— (1997): ‘Can Economics Mediate the Link
Between Anthropology and Demography?’
Population and Devel opment Review, Vol 23,
#4, pp 833-38, December.

Rao, Vijayendra and A C Komala (1997): ‘Are
Prices Higher for the Poor? A Case-Study of
Price Heterogeneity and “Real” Inequality In
Rural Karnataka', Economic and Political
Weekly, November 29.

Rao, Vijayendra, Indrani Gupta, Michael Lokshin
and Smargjit Jana (2001): ‘Sex Workers and
the Cost of Safe Sex: The Compensating
Differential for Condom Use in Calcutta’,
World Bank Policy Research Working Paper,
Na 2334, The World Bank.

Rao, Vijayendra and Michael Woolcock (2001):
‘Networks, Mobility and Survival in Delhi
Slums: A Mixed-Methods Analysis’, mimeo,
Development Research Group, The World
Bank, November.

Ravallion Martin (2001): ‘How Can Qudlitative
Methods Help in Measuring Poverty’ in Ravi
Kanbur (ed), Qualitative and Quantitative
Poverty Appraisal: Complementarities,
Tensionsand the Way Forward, Contributions
to a Workshop Held at Cornell University,
http://www.people.cornell.edu/pages/sk145/
papers/QQZ .pdf

Sen, Amartya (1988): ‘The Standard of Living,
Lectures | and Il — The Tanner Lectures' in
Geoffrey Hawthorn (ed), The Sandard of
Living, Cambridge University Press.

The PROBE Team (1999): Public Report onBasic
Education in India, Oxford University Press,
Delhi.

White, Howard (2002): ‘ Combining Quantitative
and Qualitative Approaches in Poverty
Analysis', World Devel opment (forthcoming).

1891



