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Abstract

We estimate the impact of a village-level assistance program run by
the Evangelical Lutheran Church of Tanzania on literacy and school-
ing. The programs are partly funded by official development assistance
from the US and EU. Villages in northwestern Tanzania are economi-
cally isolated but are still characterized a non-trivial degree of religious
diversity. This setting allows us to study whether development assis-
tance can spill over within villages, across religious affiliation, while
maintaining that treatment externalities between villages are mar-
ginal. We find that the program increased literacy by 15-20 percent
and primary schooling by 10-15 percent, but only among Protestant
children. Catholic children living in the same targeted villages were
virtually unaffected.
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1 Introduction

Despite the great variety of religions in the developing world, the distri-
bution of so called “faith-based foreign aid” is biased towards evangelical
organizations. In the United States, almost a fifth of all non-governmental
organizations receiving funding from USAID are Christian, whereas other
religious organizations receive virtually nothing (Stockman et al. 2006). The
issue is controversial. President George W. Bush has openly supported pub-
lic funding of Christian aid organizations, but Democratic representatives
in the House of Representatives contend that such initiatives could imply
that “taxpayer funds are being used to help gain converts” (quote from
Kranish 2006). Development practitioners appear to be aware of the ide-
ological dispute. Former World Bank president James D. Wolfensohn has
on several occasions remarked that partnership with local Churches is cru-
cial for achieving the Millennium Development Goals, yet maintained that
the Bretton Woods institutions are “necessarily nonconfessional” (see e.g.
Wolfensohn and Carey 2001). In an internal memo, the Swedish Agency for
International Development and Cooperation (Sida) noted that an “important
group” of partner organizations are Christian, but that “there is an under-
standing that the organizations’ religious work should be separated from the
Sida funded activities” (Sandberg 2005).

In this paper, we ask whether the use of evangelical partner organizations
matter for the benefit incidence of foreign aid. We do this by looking at one
particular partner organization in northwestern Tanzania: the Evangelical
Lutheran Church of Tanzania (hereafter ELCT). For the last twenty years,
the ELCT has rapidly expanded its development activities, largely due to an
inflow of foreign aid from bilateral and multilateral donors. This expansion
provides us with the opportunity to test whether Protestants benefit more
from an evangelical aid program compared to Catholics living in the same
targeted area. We find that this is indeed the case, and that the difference
is stark. The average ELCT village program increased literacy by 15 to 20
percent among Protestant school children. Catholic children living in the

same villages were virtually unaffected.



Faith-based aid programs have received little attention from economists
concerned with the benefit incidence of foreign aid.! Research in related
fields has documented the activities of Christian NGOs, but has not focused
explicitly on the question of impact (e.g. Bornstein 2005 and Occhipinti
2005). This gap in the literature is perhaps not surpising. The northwestern
part of Tanzania is unique in that even though its villages are remote and
isolated, they are still characterized by a great degree of religious diversity,
and this is key to our identification strategy. More specifically, it allows us
to hypothesize that assistance can spill over within villages, across religion,
while maintaining that treatment externalities between villages are marginal.
Such econometric opportunities arise very seldom, and both past and future
research is constrained by the fact that it is difficult to impose such settings in
a controlled randomized experiment. However, the estimates presented here
need to be verified using other sets of data before more general conclusions
can be drawn.

The paper is organized as follows. Section 2 is a background chapter on
faith-based aid. Section 3 is a brief introduction to the region of study. The
sample and empirical strategy is discussed in Section 4. Section 5 contains

the results and Section 6 concludes.

2 Background

2.1 The size of faith-based foreign aid

Marshall and Saanen (2007) cite figures suggesting that faith organizations
hold up to ten percent of the world’s financial assets, and closer to fifteen
percent of all land assets. These are considerable amounts. However, the
policy relevant question is how much assets religious organizations would
harbor in a world without foreign aid. This question is counterfactual in

nature and difficult to answer. In order to get a sense of the nature and size

! An emerging economic literature studies the relationship between economic and re-
ligious variables in other contexts, however. See Gruber and Hungerman (2006, 2007),
Guiso et al. (2003), and McCleary and Barro (2006).



of faith-based foreign aid, we present figures from two donor countries, the
United States and Sweden (Table 1).

The United States is the largest single donor of foreign aid in absolute
terms, and Sweden is one of the largest relative its own GDP. Our source of
the USAID assistance is based on the Stockman et al. (2006) survey; the
figures for Sida are collected from the department’s official documentation.?
In the survey conducted by Stockman et al., an organization is defined as
faith-based if it “referenced God, Allah, another deity, prayer, faith or other
overtly religious terms” in their missions. We adopted the same criteria for
Sweden.

For the United States, the share of foreign aid going to faith-based orga-
nizations grew from 10 percent of all NGO support in 2001 to 20 percent in
2005. Whereas over 150 Christian groups received assistance from USAID
during the survey period, amounting to 1.7 billion dollars, only two Jewish
groups and two Muslim groups received assistance. In total, Christian orga-
nizations received more than 98 percent of all faith-based foreign aid the US
(Stockman et al. 2006).

In Sweden, foreign aid to NGOs is distributed via a handful of umbrella or-
ganizations. All of these organizations are evangelical (Evangelical-Lutheran
or Pentecostal). The share of tax-funded aid going through Christian organi-
zations in Sweden is about 40 percent. Swedish ODA to faith organizations
increased between 2000 and 2005, but not as fast as the foreign aid given to
other NGOs.

2.2 Background to faith-based foreign aid

A simple rationale for using religious organizations for aid delivery is that
they are present in remote and inaccessible areas that other NGOs reach
only sporadically or not at all (“the Church is where the poor are”, to quote
Samuel 2001). Church historian Bengt Sundkler estimates that 90 percent
of African village education was provided by missionaries during the colonial

era, and this educational infrastructure is still present in many parts of Africa

2The figures for Sweden are available online, at www.sida.se/ngodatabase.



(Sundkler and Steed 2000). But there is a deeper story as to why Christian
organizations might succeed where others have failed. At a joint conference
between the World Bank and the Anglican Provinces of Africa, Amoa (2001)

conveyed the following message:

The Church has been in Africa since its foundation. It knows the
terrain and has firm roots on the continent. It has networks for com-
munication and social action that usually reach the remotest corners
of society. The Church, as an institution, has time-tested hierarchical
structures with clear lines of ethical and social authority. Its values
are well respected as are its disciplinary processes and sanctions. The
Church has a large following in Africa to the extent that the continent
is now regarded as the epicenter of the Christian faith in the world.
The Church in Africa has a strong, distinct voice. It has influences; it

commands attention; it is credible. (Amoa 2001)

Not only are Christian denominations perceived to be less tainted by
corruption than African governments or secular organizations, they also live
among and recognize the needs of the very poorest households. The Church
can thus both assert accountability and local participation — “local owner-
ship” — in the development process. Among policymakers, “lack of owner-
ship” typically means that a local community may be reluctant to implement
a policy someone else has dictated and funded. This leads to waste, coor-
dination problems and additional monitoring costs. Among many Christian
NGOs, however, involving local communities in the development process ap-
pears to be a goal per se. Bornstein (2005) quotes a Ghanaian field worker
saying that his NGO (World Vision) should “establish cordial relationships
with the village folks [in order to] come down to their level.” Not because
that would increase the efficiency of foreign aid, but because “Christ did
that. Christ did not impose.”

Many faith-based NGOs claim to be “evangelical” organizations. The
the term evangelicalism is not easily defined. It is typically interpreted as
Protestantism or non-Catholicism; in continental Europe, the term is more

narrowly defined and often understood as Lutheran. Fvangelism (Greek for
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good news or “gospel”) is the act of spreading the Christian faith, with
an emphasis on the personal experience. The link between evangelism and
Christian ministry has become even more pronounced in recent years, as a
result of the International Congress on World Evangelization in Lausanne in
1974 (also called the Lausanne Movement) and its creed to take the “whole
gospel to the whole world”. The targeting of faith-based aid is made accord-
ingly. As Bornstein (2005) puts it: “In the work of faith-based NGOs, the
landscape of need is determined through a synthesis of relative development
and exposure to Christianity.”

Development practitioners use the term “holism” to describe the broad
agendas of faith organizations. In a World Bank publication on faith or-
ganizations, Marshall and Saanen (2007) explain that “these organizations
contend that development activities cannot occur at the expense of either
spiritual or traditional cultural values. Economic development programs will
be sustainable only if they address the cultural, spiritual, political, social,
and environmental dimensions of life.” Marshall and Saanen appear to sub-
scribe to this viewpoint, and conclude that education, for instance, should
not only enable people to “get jobs and earn money but also to open their
minds and 'understand the world™.

One might wonder how that works in practice. Bornstein (2005) provides
a case in point. She finds that the evangelical NGOs in Zimbabwe actively
sought to combat “backward” beliefs such as witchcraft and demon spirits.
Bornstein argues that such aid activities are motivated even if one is mainly
interested in increasing income. In rural Zimbabwe, as in many other parts
of Sub-Saharan Africa, an individual who does economically well is often met
with suspicion and envy, and accusations of witchcraft is a way of articulating
such disapproval. By underscoring the evils of poverty — inequality and
destitution — Christianity provided a “language” for appreciating material

change:

Christian NGOs, with their explicit religious agendas, gave voice
to moral forces of economic development — to teleological striving for

progress, and to the malevolent forces of demon spirits. Unlike so-



called “secular” agencies, religious NGOs offered a language to discuss
conflicts such a jealousies and witchcraft, and they offered the possible

resolution of these conflicts through Christianity. (Bornstein 2005)

Bornstein’s analysis departs from the widespread notion that economic
development is intrinsically linked to Christianity, and in particular to Protes-
tantism (following the classical work of Max Weber 1905; see also Goody
2003). This view was prevalent among scholars and missionaries at the be-
ginning of the 20th century. For example, David Livingstone asserted the
salvation of Africa lied in “Commerce and Christianity”, and according to
Thomas Fowell Buxton, an abolitionist, Africa would be “redeemed by the
Bible and the Plow”. The quotes are from Charles Pelham Groves (1969),
who explains that the colonial missionaries had a great interest in improv-
ing material welfare in Africa, but “as long as any successful and wealthy
African might be accused of witchcraft, there could be no progress, spiritual

or material.”

2.3 Historical background of Kagera, Tanzania

The Kagera region is situated on the western shore of Lake Victoria in north-
western Tanzania. Bukoba is the regional capital. The region is comprised
of two dioceses of the Evangelical Lutheran Church of Tanzania: the North
Western Diocese and the Karagwe Diocese.

The colonial conquest of northwestern Tanzania was characterized by an
“indirect rule”, a form of imperialistic laisse-faire that characterized a number
of political systems in colonial Africa. To Germany (the first colonial ruler),
the strategic value of the region was simply too small and its distance from
Dar es Salaam was too far. However, missionary activity was considerable.
The first non-Africans in Kagera were Arab slave and ivory traders, and there
is written documentation that one such merchant — Ahmed bin Ibrahim —
actively spread Islam in Kagera in 1844. The first Christian missions came
around the turn of the century to what was then the Kingdom of Karagwe
in northwestern Kagera. The Catholic “White Fathers” arrived in 1882, and
the Bethel Lutheran Mission arrived in 1909.



As education was the main tool spreading the faith, competition between
Protestants and Catholics accelerated the construction of schools in the re-
gion (Hydén 1968). Kagera was relatively more exposed to missionary school-
ing than other parts of Tanzania (Samoff et al. 1999). Stevens (1991) notes
that among the Haya (the largest ethnic group in Kagera) education became
so intimately associated with Christianity that they used the word “reader”
to describe a convert. The missionaries’ schooling agenda reflected the eco-
nomic transformation of the region. The White Fathers felt that the Haya
people had to learn the “proper Christian pursuit of material benefits” so
that the they could “appreciate the values of effort over gain” (Weiss 2002).
This was to be achieved through both secular and Christian schooling.

Today, religious adherence is openly exercised. Many Protestants in
Kagera are named after one of the first Protestant missionaries, Ernst Jo-
hanssen (Sundkler 1980). Stevens (1991) narrates his observations from a

Kageran village in the following way:

Almost all households bore physical evidence of religious adherence
in the form of visible symbols: mass-produced Catholic devotional
items such as rosaries, pictures of the Virgin, the Pope, or Cardinal
Lugambwa (a Haya of royal lineage and the first African cardinal), the
Swahili Bible and pictures of the local Lutheran bishop in Protestant
households, and Koran verses or pictures of Mecca in Muslim house-
holds. Religious images were the only form of decoration aside from a
small number of family photographs in some households. All house-
holds reported specific amounts of money given as sadaka (offerings)

to church or mosque weekly.

2.4 Lutheran assistance in Kagera

Although primary school fees were abolished in 2001 by the Tanzanian gov-
ernment, Mogensen (2002) cites an employee of the ELCT saying that educa-
tion services in Kagera would “collapse completely”, had it not been for the
ELCT. It is certainly true that the ELCT has ambitious plans regarding the

provision of social services in the region. According the Kagera Health and

8



Development Survey (Beegle et al. 2006), the Evangelical Lutheran Church
manages village development programs in about 50 percent of Kageran vil-
lages. The activities range from income generating projects to overtly reli-
gious education.? Direct assistance to households exists but is rare.

Scandinavian donors are directly involved in ELCT’s village service pro-
grams.? Other partners to the ELCT include Lutheran Relief Services (United
States) and the World Lutheran Federation (funding primarily from Sweden,
Denmark, Norway, Germany and the United States). This selection of donor
countries is not happenstance. During World War II, the German Protestant
missionaries were detained and the official responsibility of Kageran Protes-
tant missions was given to the American Augustana Church (a Lutheran
Church formed by Swedish settlers in North America) and the Church of
Sweden.” In 1961, the Lutheran Church in Bukoba merged with six other
regional churches in Tanzania — all of which were off-springs to mission or-
ganizations in Germany, Scandinavia and the US — and became part of the
Evangelical Lutheran Church of Tanzania.

In 2002, Sida carried out a management audit of the Church of Sweden,
including a field audit of the North Western Diocese of ELCT. According
the audit, the total budget of the North Western Diocese was 1 724 million
TSHS in 2001 (about 17 million dollar). In 1999 (the last year a complete
budget was available) ELCT received about 557 million TSHS from bilateral
and multilateral aid donors (SIDA, 2002, page 61). Although the quality of

this documentation is not perfect, it suggests that between a third and half

3As laid out in ELCT’s ten-year plan regarding the North Western Diocese in 1996.
Quoting Mogensen (2002), the priorities were: “l. Education (Theological Education
and General Education), 2. Health care (Primary Health Care and Curative Services
and Institutions), 3. Self-reliance Drive (Stewardship in Parishes and Income Generating
Projects), 4. Education for Democracy (Civic Education and Human Rights), 5. Mission
and Evangelism (Mission Frontiers in the Diocese and Mission Areas Outside the Diocese)
6. Environment Protection (Tree Planting and Awareness Creation and Education)."

4The Sida funded activities are summarized at www.sida.se/ngodatabase. Search for
the Evangelical-Lutheran Church of Tanzania (ELCT) under the heading “local imple-
menting organization”.

®A Swede, Bengt Sundkler (1909-1995), became the first bishop of Bukoba in 1942.
Sundkler later held a chair in Church History and Mission History at Uppsala University,
and much of our knowledge about the ELCTs work in the region emanates from his work.
See Sundkler (1980).



of ELCT’s activities in Kagera are funded by foreign aid directly.

3 Empirical strategy

3.1 Model specification

A priori, it appears difficult for the ELCT to separate its religious work
from its foreign aid sponsored programs, but this realization alone is not
enough to conclude that Protestant children will benefit more from an ELCT
program. An inflow of resources targeted towards Protestants could release
resources for non-Protestants as well, via general equilibrium effects (the aid
will “trickle-down”). Another possibility is that the village community shifts
its collective expenditure towards other religious affiliations if Protestants are
rewarded from other sources. Finally, given the statements cited in Section
1 and 2, policymakers seem to expect that faith-based foreign aid will have
a broad impact on development.

As will be discussed shortly, the households in our sample are observed
twice. Our identification strategy is of the difference-in-difference variety.
As outcome variables, we will consider literacy and educational attainment
(completed years of schooling and school enrollment) among children and
adolescents. We define treatment as living in a village where an ELCT pro-
gram was established between the two periods of observation. The difference
in impact across religion is assessed by running regressions for each religion

separately. Consider the following model:
literacy;yy = BELCTy + 7, Ty + 60X}, + vy + €0t

where literacy;,; is a dummy variable equal to one if child ¢ living in village
v at time t can read, zero otherwise; T is a time effect and « represents a

fixed village effect. X is a vector of exogenous controls, most notably the

6

individual’s age.® FELCT,; equals one if an ELCT program existed in the

6We will leave out the exogenous controls in our baseline regressions, but add controls
in the robustness analysis. The additional controls include missing value of enrollment,
literacy of head of household, gender, access to electricity and a village-level control for
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village at the date of observation and it was established at least one year
prior to the date of observation. By running the above regression separately
across religion, we thus allow for religion-specific time, village and program
effects.

Although all programs followed the same broad agenda, they were not
identical in implementation. This makes our explanatory variable somewhat
crude, and it raises questions about extrapolation and replication. What we
wish to study is whether the “average ELCT village program” contributed to
increase literacy and educational attainment among children in Kagera, al-
lowing for different effects across religion. This hypothesis could, in principle,

be tested in other settings.

3.2 Sample selection

The data source is the Kagera Health and Development Survey (the KHDS;
see Beegle et al. 2006). Throughout the analysis, we will restrict our at-
tention to Catholic and Protestant children aged 7 to 17. This implies that
no individual is observed twice: the first round represents children born be-
tween 1974 and 1984 and the second round represents children born between
1987 and 1997. The two cohorts will be related, however, as they belong
to the same original selection of households. The second sample restriction
regards migrants. Many of the original household members had formed new
households between the two rounds, and some of these new households had
migrated out of the original village. Although these households were traced
and included in the 2004 survey, we will restrict the sample to non-migrants
for our baseline estimates. Finally, we restrict the sample to households for
which the survey interview language was either Kihaya or Swahili, the two
main languages in the region (this meant reducing the sample by 3 percent).

In Table 2, “religion” refers to the affiliation of the head of the household
in which the child resides. The stability of the distribution suggests that
very few households changed religious affiliation over time. Catholics are

represented in all villages and the representation of Protestants is also high.

refugee settlements.
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Muslim children are represented in three fourths of all villages; this under-
representation is the main reason for focusing on Catholics and Protestants
only. In Table 3, we present the distribution of ELCT programs across the
six main districts of Kagera. Exposure to an ELCT program is highest in
Bukoba and Karagwe (in the north of Kagera). No households in the KHDS
dataset living in Ngara were exposed to the program.

Information about the village assistance program is derived from the vil-
lage questionnaires. Depending on category, the most knowledgeable person
answered the questions. Two questions were posed regarding the programs.
These were: “Is there currently an ELCT assistance program in this village?”
and, given a positive reply, “What year was it established?”.” The existing
information about ELCT programs is censored; we do not know the history
of ELCT programs in villages without a current program. Some programs
could have started after 1990 but ended before 2004. As seen in Table 2, how-
ever, the median length of the existing ELCT programs was six years in 2004,
indicating that ELCT’s activities expanded rapidly during this period and
that once established, a village was likely to be exposed to the program for
quite some time. The censoring, if important, would bias the DID estimates
towards zero.

Three ELCT programs ended between 1991 and 2004. We chose to remove
these villages from the baseline analysis. If kept, the ending programs would
have contributed to the identifying variation as negative program changes.
It is not obvious how to interpret such variation, and the most policy rele-
vant effect is the effect of going from non-treatment to treatment. We will,
however, include these villages in the robustness analysis.

An important question is whether the placement of ELCT programs is
dependent on the outcome variable, and if so, in what way. One way to study
this issue is to compare treated and non-treated villages prior to treatment
(i.e. in 1991). As seen in Table 4, literacy is higher in villages that would

eventually get treatment (when taking the mean literacy rate of the entire

"In a handful of cases, the date of establishment reported in the 2004 questionnaire was
different from the one reported in the 1991 questionnaire. In these cases, the date given
in the 2004 questionnaire, which was more comprehensive, is used. We address this issue
in the robustness analysis (Section 4.3.4).
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cohort aged 7-17 in 1991). Again, how ELCT target village assistance is
a complex question. The message of Table 4 is that a regression with fixed
village-religion effects is a minimum requirement for obtaining valid estimates
of the program effect.

To sum up: our study focuses on Protestant and Catholic children aged
7 to 17. We exclude households not living in the same village as ten years
back, and households that do not speak Kihaya or Swahili. Finally, we
exclude three villages with a negative program change. Henceforth, when we
in tables and text refer to the “baseline sample”, we refer to this selection of
households.

3.3 A closer look at the outcome variable

Our main dependent variable, child literacy, is reported by the respondent
(often the head of the household). Specifically, the interviewer asked the re-
spondent whether the child could “read a newspaper”. More than 99 percent
of the respondents answered “yes” or “no” to this question. The respondent’s
knowledge about the child’s reading ability may still be limited, of course,
and possibly biased — especially if the respondent is illiterate. We do not deny
that test scores would have been preferable, but note that the measurement
error in literacy needs to be systematically correlated to changes in program
exposure to bias our regression estimates.

In Table 5, we present literacy rates across educational attainment and
religious affiliation (for completeness, we also include Muslims in Table 5
even though these children are excluded from the regression analysis). The
literacy rate varies across religion and time at the lower levels of educational
attainment, but is close to a hundred precent at the higher levels of schooling.
Virtually everyone with more than three years of completed schooling is

literate.
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Figure 1: The impact of the ELCT program on village literacy rates.

4 Results

4.1 Graphical evidence

In Figure 1, we compare the change in literacy across villages with and with-
out a change in program exposure. The first bar and the third bar from the
left represent the change in literacy in villages that had no change in program
status (i.e., the “reference” villages); the second and fourth bar represent the
change in literacy in villages in which an ELCT program was established
between 1991 and 2004 (i.e., the “treated” villages).®

Our difference-in-difference approach implies that the estimated program
effect will be roughly equal to the difference between the second and first bar
for Catholics, and the fourth and third bar for Protestants. The graphical
evidence thus suggest that the program effect was about sixteen percent for

Protestants and about two percent for Catholics.

8The bars in Figure 1 represent unweighted village means.
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4.2 Regression evidence

Our main results are presented in Table 6. In Model 1, we include a village
specific effect and a time effect, each interacted with religion, but no other
covariates. This regression amounts to the same thing as comparing weighted
averages across villages with and without a program change. In Model 2,
Table 6, we include age dummies, interacted with time and religion, in order
to increase efficiency. In Model 3 and 4, we study the impact on educational
attainment and school enrollment.

The regression evidence restate the pattern depicted in Figure 1. The
ELCT programs increased literacy among Protestant children but not among
Catholic children. Educational attainment follows a similar pattern. How-
ever, school enrollment appears to be invariant to the program, both among
Catholics and Protestants.

In Table 8, we disaggregate the sample across gender and age. Perhaps
surprisingly, the program effect is quite similar across females and males. Di-
viding the sample by to age turned out to be problematic because not all ages
were represented in all villages. In order to maintain the original selection
of villages, we therefore chose to disaggregate the sample across somewhat
broad age categories. As it turns out, the program effect on literacy is zero
for both Protestants and Catholics aged 14 to 17 years (Table 8, Model 6).

The fact that only young children appear to be affected is noteworthy,
but not surprising. As seen in the descriptive statistics presented in Table 5,
most school children eventually learn to read in Kagera. The heterogeneity
analysis thus suggest that the program allowed Protestant children to become
literate earlier in life. Knowing how to read in early primary school does of
course increase an individual’s ability to acquire more skills later in life, so
this particular result does not imply that the estimated effects have no real
economic meaning. However, it does imply that literacy might not be a useful
proxy for human capital and skill among older children and adults. For older
children, completed years of schooling is more suitable. Looking back at
Table 6, this intuition holds true: the ELCT program has a significant effect

on educational attainment among the older Protestant children (aged 11 to
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17), but not among Catholics.’?

4.3 Supplementary results
4.3.1 Migrants

In the last column of Table 8, we consider a sample that includes households
that migrated to a site in close proximity to their original homestead (that is,
to a “neighboring village”). The treatment variable is then defined as living
in a village in which an ELCT program was established, or in a neighboring
village. This alternative approach had only a trivial impact on our baseline

point estimate.

4.3.2 Controlling for exogenous material progress

A second concern is that certain omitted variables are confounding the effect
of the ELCT program. Hypothetically, the contrast between Protestants
and Catholics in Table 6 could be driven by time-varying variables that are
correlated to both religion and program placement. It is possible that ELCT
programs are placed in villages in which Protestants are already expected
to improve their living standards relative Catholics. One way to address
this issue is to include controls for economic and social development that
are uncorrelated to program placement. Such variables are hard to come by,
given the all-encompassing social responsibility of the Evangelical Lutheran
Church in the region. However, one variable struck us as appropriate, at least
as a robustness control: the household’s access to electricity. This variable
is observed on the household level and will thus explain some of the within-
village variation in literacy, as well as variation across time. As seen in
Table 7, Model 3, the program effect is unchanged when we control for this

development.

9We would have prefered to use even more sophisticated measures of human capital to
study this issue further (like earnings). Unfortunately, the constructed variables of income
and expenditure in the KHDS dataset are not comparable across time in the long-run
panel.
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4.3.3 Measurement of the dependent variable

A third issue is that the main dependent variable — child literacy — is po-
tentially measured with error. As discussed in Section 4.2, households may
respond “yes” or “no” when asked about the child’s literacy even when they
are not sure about the answer. In Model 3 and Model 4, we are able to in-
crease efficiency by including a proxy for the respondent’s knowledge about
the child’s literacy. These proxies are a dummy indicating whether the house-
hold head can read (Model 2) and a dummy indicating non-response in the

child’s school enrollment status (Model 4).1°

4.3.4 Measurement of the treatment variable

In Table 9, we address the measurement of the main explanatory variable
— the ELCT program. This is potentially more problematic because even a
zero-mean error term will bias the results. A first issue is that some programs
ended between 1991 and 2004, and these villages were removed from the
baseline sample (as discussed in Section 3.2). In Models 2, 3, 5 and 6, we
include all villages. The estimates using this sample are fairly similar to our
baseline estimates. Our results are not driven by the fact that we exclude
villages with a negative program change.

A second issue is the use retrospective information on the year of program
establishment. Retrospective information is not perfect. In a handful of
cases, the date of establishment reported in the village questionnaire was not
consistent across the two rounds (see Footnote 7). In Models 3 and 6, we
therefore completely disregard year of establishment and define an alternative
program effect: a dummy equal to one if a program existed in the village on
the date of observation. The results appear insensitive to whether we use the

retrospective information to lag the program effect or not.

10Tt could, of course, be argued that these variables are potential outcome variables and
therefore endogenous. We see them mainly as robustness controls that explain a large
fraction of the variation in child literacy. Also, as seen in Table 6, the program seem to
have no effect on the school enrollment rates.
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4.3.5 First differencing over aggregated variables

The standard errors reported in Table 3 are robust to correlated observations
within villages. Recent research on inference with difference-in-difference es-
timation has shown that cluster-adjusted standard errors perform poorly
when the number of groups is small. In our baseline sample, we have 42
villages with Protestant representation and 48 villages with Catholic repre-
sentation. Although several techniques have been proposed to deal with a
small number of group observations (Donald and Lang 2007; Bertrand et
al. 2004), the most conservative approach is to ignore the individual-level
information altogether and focus on variable aggregates. The results from
such an approach are presented in Table 10.

By collapsing the data into village-year-religion averages and running
separate regressions for each religion using first differencing, we reduce the
sample to the number of representative villages per religion. As it turns out,
the heterscedasticity-robust standard errors obtained using this technique
are only slightly higher than those obtained using the individual dataset

with cluster-robust standard errors (as shown in Table 10).

4.3.6 Unrest following the Rwanda refugee crisis

A final concern is the fact that Kagera went through a short episode of tur-
moil after the Rwandan genocide. It is quite possible that both ELCT place-
ment and child schooling was affected by the so-called Great Lakes Refugee
Crisis (see Baez 2007). Fortunately, the village questionnaire included ques-
tions regarding the impact of nearby refugee settlements (“Where there any
refugee-related robberies in this village?”). We used this information to create
a proxy for local civil unrest, which we included in the village-level regres-
sion. As seen in Table 10, Model 4 and 8, our main results appear robust

this control.
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5 Concluding remarks

We have found that a faith-based development initiative run by the Evangel-
ical Lutheran Church of Tanzania does indeed increase the living standards
of the poor, but that its services mainly benefit its followers. In a way, this
result is not surprising. The Evangelical Lutheran Church of Tanzania is just
that — a church — and it is not difficult to imagine that non-adherents may
feel reluctant to participate in its activities. Nor is it implausible that church
personnel have less contact with households of different faith. On the other
hand, the difference in impact across Catholics and Protestants is striking,
and it does seem genuinely surprising that Lutheran assistance have no effect
at all on Catholic children. The results suggest that the selection of religious
partner organizations matter for the benefit incidence of foreign aid.

The fact that the ELCT targets aid in a complex manner imposes a
challenge to our identification strategy. However, the results are robust to
a number of sensitivity checks. Moreover, even though the assistance could
be targeted towards relatively poor villages that are expected to catch up
materially, it seems implausible that such natural growth would only affect
Protestant children. Mean reversion and similar mechanisms are simply not
sufficient explanations for this pattern.

However, the ELCT is but one particular faith-based partner organiza-
tion, operating in one particular environment. Since this is the first study
of its kind, our results need to be supplemented using other sources of data

before more tangible policy implications can be outlined.
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A Table Appendix

Table 1: Official development assistance (ODA) to faith-based organizations
in the US and Sweden. Mean annual funding 2001-2005. US Dollars.

US based organizations. Support from USAID. Top-ten faith organizations.

Catholic Relief Services 127 646 000
World Vision Incorporated 74 957 000
Mercy Corps International 33 706 000
Adventist Development and Relief Agency 17 079 000
Food for the Hungry International 9 853 000
International Relief and Development 9 062 000
Samaritan’s Purse 6 251 000
Concern Worldwide USA, Incorporated 5 523 000
World Relief Corporation 4 503 000
Opportunity international, Incorporated 4 495 000

Swedish based organizations. Support from Sida. All faith organizations.

The Swedish Mission Council 16 590 000
PMU Interlife 13 123 000
Diakonia 10 431 000
The Church of Sweden 10 239 000

Source: Stockman et al. (2006) and www.sida.se/ngodatabase. Exchange rate: 7 SEK/1 Dollar.
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Table 2: Distribution of religious affiliations and ELCT programs in Kagera.
Baseline sample.

1991 2004

Distribution of religious denominations

Protestants 25 % 26 %

Catholics 60 % 60 %

Muslims 14 % 12 %
Villages with...

Protestant representation 92 % 92 %

Catholic representation 100 % 100 %

Muslim representation 75 % 73 %
Number of villages with ELCT program 11 29
Percent of villages with ELCT program 23 % 60 %
Median years since establishment 2 6
ELCT villages with...

Protestant representation 100 % 92 %

Catholic representation 100 % 100 %

Muslim representation 82 % 69 %

Table 3: Number of households in KHDS sample living in a village with an
ELCT program. By district.

1991 2004
Number Total Percent Number Total Percent

Karagwe 100 213 47% 330 330 100%
Bukoba Rural 231 650 36% 498 791 63%
Muleba 146 261 56% 231 375 62%
Biharamulo 0 107 0% 42 177 24%
Ngara 0 171 0% 0 233 0%

Bukoba Urban 66 363 18% 291 419 69%
Total 543 1765 31% 1392 2 325 60%

Table 4: Literacy across religion, observed prior to treatment (1991). Age
7-17.

No program in 2004 Program in 2004
Muslim 0.6429 0.5054
Catholic 0.5449 0.5944
Protestant 0.4565 0.5692

Notes: Literacy rates indicates the share of children in each group who can "read a newspaper", according
to the head of the household.
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Table 5: Literacy across Muslims, Catholics and Protestants grouped by
educational attainment. Kagera, 1991-2004. Age 7-17.

1991 2004

Musl. Cath. Prot. Musl. Cath. Prot.
None 0.2593 0.1917 0.1750 0.1429 0.1280 0.1100
One 0.6000 0.6154 0.4318 0.4390 0.4730 0.3333
Two 0.8077 0.9020 0.8750 0.8136 0.7963 0.7075
Three 1.0000 0.9479 0.8810 0.9762 0.9195 0.9186
Four 0.9600 0.9770 0.9231 0.9583 0.9328 0.9787
Five 1.0000 0.9855 0.9730 1.0000 0.9892 0.9697
Six 1.0000 1.0000 1.0000 1.0000 0.9861 1.0000
Finished primary  0.9615 0.9732 1.0000 1.0000 0.9826 1.0000

Notes: Literacy rates indicates the share of children in each group who can "read a newspaper", according

to the head of the household.

Table 6: The impact of ELCT village assistance. Linear probability models.

Baseline sample.

0 ® ® @
Can child read Can child read Has child Is child enrolled
a newspaper? a newspaper? completed in school?
primary
school?
Protestant x ELCT 0.180%*** 0.199%** 0.163%** -0.0241
(0.0541) (0.0536) (0.0593) (0.0654)
Catholic x ELCT -0.0326 -0.00425 0.0509 -0.0348
(0.0544) (0.0450) (0.0421) (0.0337)
Age-time-religion controls No Yes Yes Yes
Observations 2822 2822 1606 2269
R? 0.008 0.373 0.400 0.341

Fixed effects estimation at the religion-village level. Cluster-robust standard errors in parenthesis (clus-
tered at the village level). Baseline sample is restricted to non-migrants and children aged between 7
and 17 years; in Model 3 only children aged 11 to 17 is included.
* p <0.10, ** p < 0.05, *** p < 0.01
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Table 8: The impact of ELCT village assistance on literacy across Protestants
and Catholics. Linear probability models. Baseline sample.

(1) (2) 3) (4) (5) (6) @)
Basline Males Females Age Age Age Migrant
sample 7-10 11-14 14-17 sample

Protestant x ELCT _ 0.199%%*  0.176** _ 0.2017** _ 0.287%*  0.211%* _ 0.0203 _ 0.213%**
(0.0536)  (0.0752)  (0.0746)  (0.133)  (0.0871)  (0.0765)  (0.0519)

Catholic x ELCT -0.00425  -0.0538  0.0460 0.0417  0.00714  -0.0530  -0.0330
(0.0450)  (0.0561)  (0.0606)  (0.0662)  (0.0848)  (0.0622)  (0.0375)

Observations 2822 1409 1408 1026 808 980 3290

R2 0.373 0.397 0.374 0.180 0.052 0.028 0.362

Fixed effects estimation at the religion-village level. Cluster-robust standard errors in parenthesis (clus-
tered at the village level). Dependent variable is equal to one if child is literate, zero otherwise. All
models include religion, time and age dummies (and their interaction terms). Baseline sample is re-
stricted to non-migrants and children aged between 7 and 17 years. Migrant sample is baseline sample
plus households that moved to neighboring village.

* p <0.10, ** p < 0.05, *** p < 0.01

Table 9: The impact of the ELCT program on literacy, educational attain-
ment, and school enrollment. Alternative program variable specifications.

Literate Finished primary school

(1) (2) (3) (4) (5) (6)
ELCT 0.199%#F*  (0.192%** 0.163%F*  0.144%**
x Protestant (0.0536)  (0.0412) (0.0593)  (0.0488)
ELCT —0.00425 —0.0183 0.0509 0.0392
x Catholic (0.0450)  (0.0277) (0.0421)  (0.0364)
Alt. ELCT 0.166*** 0.180***
x Protestant (0.0361) (0.0409)
Alt. ELCT —0.0302 0.0298
x Catholic (0.0208) (0.0282)
Including ending No Yes Yes No Yes Yes
programs
Observations 2822 2993 2993 1606 1700 1700
R? 0.373 0.381 0.380 0.400 0.390 0.391

Fixed effects estimation at the religion-village level. Cluster-robust standard errors in parenthesis (clus-
tered at the village level). Both dependent variables are discrete, and equal to one if the argument in
the relevant column title is true, zero otherwise. The alternative program variable is equal to one if
there is currently a program in the village. Ending programs refers to the three (3) villages that had a
program in 1991 but not in 2004. All regressions include religion-age-time effects.

* p < 0.10, ¥ p < 0.05, ¥** p < 0.01
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