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Background

There is a remarkable heterogeneity in the adoption of business practices
within economic sectors (Bloom & van Reenen, 2007; Syverson, 2011;
Gibbons & Henderson, 2013).

Heterogeneity is strongly associated with firm-level productivity
differences (de Mel et al., 2009; McKenzie & Woodruff, 2017; Bloom et al.,
2019).

Knowledge on locally profitable business practices does exist, yet it does
not diffuse naturally.

Understanding how to facilitate knowledge diffusion is an important and
outstanding research question.
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What does this paper do?

Hypothesis: Small-scale firms in developing countries face multiple and
potentially overlapping constraints to the adoption of profitable business
practices.

I Informational constraints.
I Behavioral constraints.

Field experiment → alleviates these constraints → the diffusion of
business practices in a cost-effective manner.
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How to address informational constraints?

Addressing informational constraints is challenging.
Impacts of standard business training programs is low or zero (Quinn &
Woodruff, 2019; McKenzie, 2020).

This paper takes a fundamentally different approach than standard
business training. Instead of providing set-courses:

I We harness the existing local heterogeneity observed in practices and profits.
I Curate a handbook that associates practical and locally relevant best

practices with performance.
I The handbook identifies and prioritizes most relevant information for

performance improvements in the local setting.
I The handbook provides idiosyncratic implementation guidance informed by

exemplary local retailers.
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How to address behavioral constraints?

Behavioral nudges grounded in the hypothesis that information alone,
even if curated, may not be sufficient to facilitate sustained behavior
change.

I Movie screening featuring the paths to success of exemplary peers.
F Psychological and emotional involvement → social learning is possible through

observing the successful experience of similar others. (Bernard, et al., 2014; La
Ferrara et al., 2012; Chong & La Ferrara, 2009; Berg & Zia, 2013).

F Targets potential aspirations constraints (Dalton et al., 2016)

I Two 30 minute in-person counseling visits.
F Targets inattention (Steiner et al., 2017), status-quo bias (Kahneman et al., 1991)

and procrastination (Duflo et al., 2011).
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How do we learn about locally relevant best practices?

Detailed qualitative interviews with local business peers:

I understand their practices (record-keeping, financial planning, stocking-up,
marketing, and joint decision-making)

I implementation steps and norms
I misconceptions regarding each practice (e.g. whether they are complicated,

necessary, etc.)
I tips and rule of thumbs

Baseline quantitative survey

I Measure practices and outcomes
I Quantitative association of business practices with profits and sales

Dalton, Rüschenpöhler, Uras, and Zia Curating Local Knowledge January 19, 2021 6 / 59



Research Questions

Adoption
I Do retailers adopt these practices once peer best practices are aggregated

and made common knowledge?
I If so, ...

F What are the binding constraints?

Impact
I Does firm profitability increase?
I If so, what are the channels?
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Related Literature

Scalability
I The biggest challenge is scaling up good quality business development

services (McKenzie, 2020)
I This study → low cost scalability of locally relevant business practices.

Firm upgrading and PPDs among SSEs (e.g. Gibbons & Henderson, 2013)

I A key factor preventing knowledge diffusion is that much of the knowledge
is tacit (Verhoogen, 2020)

I Importance to decoding tacit knowledge to facilitate diffusion (Arrow, 1969).

Mobilizing peer learning (Brooks et al. (2018), Cai & Szeidl (2018) and
Fafchamps & Quinn (2018)

I Local knowledge shared personally by firm owners. Costly and choice of
practice may be strategic.

I Competition is a barrier for knowledge diffusion (Hardy Morgan &
McCasland, 2016) → Most practices in the handbook are non-rivalrous.
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Study Setting, Sampling and Randomization
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Study Setting

Jakarta, Indonesia.
Traditional retail shops locally called Warung.
Situated in residential areas or adjacent to “wet markets” for meat, fish,
and vegetables.
Stable business premises, no franchises.
Offer many (about 25) product categories.
The average retailer sells a variety of goods.
Retailers specialized in different categories of “non-perishable” goods
(not all sell the same).

I Tobacco and cigarettes plus some other goods.
I Rice, cereals.
I Gas and petrol, cleaning products, soft drinks.
I Less than 5% of shops sells fruits and vegetables or meat and fish.

→ These types of retailers are ubiquitous in Indonesia as well as in other
developing countries.

Dalton, Rüschenpöhler, Uras, and Zia Curating Local Knowledge January 19, 2021 10 / 59



Retailer
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Retailer
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Sample and Random Assignment

Select randomly 29 administrative communities (‘Kelurahan’) in urban
Jakarta.
List a random sample of 2042 small retail businesses.
Take a random sub-sample of 1301 from the list.

Selection criteria for firm listing:
I At least 4m2 in size
I At least two different product categories on offer
I At least 30 meters distance to next business in sample → minimizes

contamination

Randomization to treatments arms stratified by
I Gender
I Firm space (4-6m2, 6-10m2, 10 and above m2)
I Composite score of business practices above or below median
I Kelurahan
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Sample Map

Figure: City-level representation of the final sample of 1301 retail businesses
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Sample Map - II

Figure: District-level representation of a sub-sample
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Experimental Design and Timeline
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Experimental Design

Three types of interventions:
I Handbook with best practices and tips
I Movie with successful peers
I Business practice implementation counseling

Five experimental groups
1 Handbook only (N=260)
2 Handbook and invitation to movie screening (N=260)
3 Handbook and offer of two counseling visits (N=260)
4 Handbook and both movie and counseling (N=260)
5 Control (N=261)
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Summary of Research Timeline

1 September 2015: Qualitative Interviews

2 January 2016: Listing for Baseline

3 Feb-Apr 2016: Baseline Survey

4 Oct-Nov 2016: Interventions

5 Apr-May 2017: Midline

6 Apr-May 2018: Endline
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Interventions
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Handbook

Figure: Best-practices handbook
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Handbook: Development

Qualitative and semi-structured interviews with 102 retailers chosen
from two comparable urban markets outside of our study area.

I to understand the most common and successful local business practices
from the perspective of business owners.

I to familiarize ourselves with the various implementation processes,
norms, tips and constraints to practice use.

I to identify potential successful retailers for the movie.

Identify categories of locally relevant business practices (e.g. record
keeping, attracting customers, etc.)
Baseline survey: Measure practice use and business performance.
Estimate linear regressions of profits, sales, and number of customers on
individual practices and a set of firm-level controls.
Develop the handbook of best practices used by peers.
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Handbook: Structure
Five chapters: keeping business records, calculating profits, making
stock-up decisions, attracting customers, and cooperation in business
decisions.

Structure of each chapter:
1 Confronts common misconceptions about the usefulness of different

practices (e.g. keeping records is complex or a waste of time). Example

2 Provides arguments for why it is important to implement the practices
using locally relevant evidence-based reasons.

F Regression coefficients associating practices with profits and sales. Example

Selection Table

F Other reasons to implement the practices (e.g. profit-calculation is useful to
plan and save up money). Example

3 Provides step-by-step implementation guidance illustrated by practical
examples. Example

4 Offers tips and tricks to help the implementation. Examples

Exercise book and a short guide
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Handbook vs Standardized Classroom Training
Modules

ILO SIYB (Start and Improve your Business Program):
I 6 million trainees and 17,000 trainers over the last 30 years.
I Training-of-trainers. Up to 2 years. Average cost: 50,000 USD – 150,000 USD.

Not including the cost for the beneficiaries.
I Generic Syllabus. It goes through ALL business practices. ALL similar

importance.
I 600 pages.
I Standardized content and professional language → disconnect with

beneficiaries.

Our handbook
I Relies exclusively on self-learning with no classroom training. No need to

train trainers intensively.
I Selects and highlights only those practices that are profitable and locally

relevant.
I 60 pages
I Language and terminology that is native to the local context.
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Handbook vs Rule-of-Thumb Training

Drexler et al (2014) propose a rule-of-thumb training that teaches basic
financial heuristics to micro-entrepreneurs

Use local experts to develop the syllabus
I Local knowledge comes from the subjective experiences of the local expert.
I Ours is the result of a detailed and structured qualitative and quantitative

study made by us as intermediaries.

Use a classroom type of training over 15 hours.
We use no classes. Low opportunity cost. Avoid non-compliance.
Increase power.

Dalton, Rüschenpöhler, Uras, and Zia Curating Local Knowledge January 19, 2021 24 / 59



Handbook vs Market Intelligence

We do not do market intelligence.

We do not provide information on the market (trends, competitors or
potential customers).

We focus on the internal practices of the firm, rather than on how the
market works.

We learn about what works for businesses who share a similar business
model, have similar size and share the same culture, but who are not
necessarily competitors.
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Movie with Successful Peers

Figure: Movie screening
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Movie with Successful Peers - II

How were the successful peers (role models) selected?
I Qualitative interviews and quantitative baseline survey

→ Top 5 retailers selected to represent the local frontier in each of the Top 5
practices - from 102 retailers interviewed before the baseline.

F We capture local ways of implementing best practices in a 25-minute movie
featuring these successful peers.

F We invite business owners to public movie screenings in local public facilities.
F Screenings end with a presentation by trained local staff which ties the practices

back to the handbook.

→ Importantly: The practices presented in the movie cover the same topics
presented in the handbook.
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Implementation Counseling for Business Practices

Figure: A facilitator explaining the record-keeping chapter in a help session
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Implementation Counseling for Business Practices - II

Training of local facilitators
I Extensive handbook study
I Background knowledge of small retail businesses in Jakarta

Implementation help sessions (of 30 minutes each)
I 1st session

F Ask entrepreneur which handbook practices they are most interested in
implementing

F Diagnose constraints to knowledge acquisition and practice implementation
F Offer solutions derived from handbook
F Set goals for next session to follow up on

I 2nd session (one to two weeks later)
F Follow up on progress and diagnose constraints
F Offer solutions derived from handbook
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Data
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Summary Statistics and Tests of Randomization
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Attrition
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Take Up
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Selection into Treatment
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Outcome Analysis
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Outcome Analysis: Intention-to-Treat Regressions

Estimate the ITT effect on a given outcome Y using the following ANCOVA:

Y2i = α +
4

∑
m=1

βmTmi + γX1i + δV + θM + ζY1i + εi

Y2i is the outcome for business i at midline and endline stacked up
together.
X is baseline stratification controls (gender, practice score, shop size).
V represents village fixed effects, M is a dummy for midline survey
round.
Y1i is the baseline value of the outcome of interest.
Standard errors are clustered at the shop level across midline and
endline.
Coded missing control variables as zero and included dummy variables
to indicate missing values.
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Impact on Business Practices
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Impact on Profits and Sales
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Impact on Expenses
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Impact on Other Business Dimensions
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Mechanisms
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Efficiency Gains or Just Better Record-Keeping?
1 Shop owners do not only improve record-keeping, but also improve

other practices leading to efficiency gains. E.g:

I Adjust stocks based on product profitability
I Negotiate lower prices with suppliers
I Consult with former customers
I Offer discounts
I Make joint decisions
I Review financial performance to identify channels of improvement
I Target vs actual sales
I Draft agreements with business partners

2 The variance in profits among the treated businesses does not converge.

3 Causal-mediation analysis shows that the most important drivers of
impact on sales and profits are stocking up and marketing practices.

→ Efficiency gains
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Knowledge or Aspirations?
Our interventions could have increased business performance and
practice adoption through an increase in business aspirations rather than
(or on top of) business knowledge.

We directly measure business aspirations at baseline, midline, and
endline for all shop owners in the sample.

We elicit short (one year) and long-term (ideal) aspirations on various
business dimensions:

I sales
I shop size
I number of customers
I number of employees

No treatment effect of any treatment on aspirations

→ Knowledge
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Real Adoption of Practices or Self-Reporting Bias?
Do treated shop owners misreport higher adoption rates, sales and profits
(e.g. due to desirability bias)?

1 No evidence for self-reporting bias with similar samples and with
interventions more prone to this bias a-priori (Bruhn et al, 2018; Cai &
Szeidl, 2018)

2 No treatment effect on placebo practices NOT mentioned in the
handbook.

3 No treatment effects in handbook alone.

4 Treated firms are not more likely to report sales and profits.

5 Treatment effects on observable measures recorded by the enumerator.
E.g:

I Shop is well-stocked
I Prices are clearly marked

→ No evidence for self-reported bias
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Business Stealing?

Do treated businesses improve performance at the expense of the control
group?

Shops in Control group do not decrease their sales and profits from
baseline to endline. They remain the same.

Shops in Control group that are closer to the treated shops do not suffer
bigger losses in sales and profits than those who are further away.

→ No evidence for business stealing
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Why is the Handbook Alone not Enough?

Lack of comprehension was likely not a barrier to the null effects of the
handbook.

Dalton, Rüschenpöhler, Uras, and Zia Curating Local Knowledge January 19, 2021 46 / 59



Cost-Effectiveness

Low cost per firm:
I Cost Handbook alone: USD 100
I Cost Handbook & Movie: USD 125
I Cost Handbook & Counseling: USD 125
I Cost Handbook & Counseling & Movie: USD 150

High Benefits
I Up to USD 330 per month in profits.
I Adoption of top practices by retailers.

Research Design scalable and replicable in other settings.
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Takeaways

It is possible to stimulate efficiency among small firms by harnessing
and curating locally relevant knowledge.

The delivery mechanism of this information is critical.

Useful knowledge is context dependent, but not atomistic.

The idea of curating best practices can be translated to other settings
(e.g. education, health, government, academia)
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Appendix
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Associating practices with profits and sales

Figure: Practice-Profits relationship information on specific practices

back

Dalton, Rüschenpöhler, Uras, and Zia Curating Local Knowledge January 19, 2021 50 / 59



How did we quantify the association of practices with
performance?

Cross-section analysis with performance and practices measured at
baseline

Yi1 = βPi1 + γXi1 + εi (1)

I Yi1: 8 different proxies for firm performance (sales/profits, customers)
I Pi1: Sub-sets of practices (e.g., marketing practices from M&W, 2016)
I Xi1: Controls for firm size and number of employees

Most consistent predictors of performance
→ Cut-off: Regressor significant in at least 6 of the 8 specifications

Largest effect sizes on returns to adoption
→ Cut-off: Highest 25th percentile in distribution of all effect sizes

back
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Practices Associated with Sales and Profits

back
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Misconceptions

back
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Other reasons

back
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Dealing with electricity uncertainty: vouchers
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Dealing with sales forgotten to jot down
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Introducing new products with discount
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Recording stock-outs: tallies

back
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Handbook: Step-by-step implementation guidelines

Figure: Step-by-step guide to implementing specific practices as part of broader
practice categories

back
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