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Abstract

The importance of various motivations for altruistic behavior is still an open question.
We use data from a field experiment at Kiva, the online microfinance platform, to examine
the role of transactions costs and social distance in philanthropy. Requests for loans are
either written in English or another language, and our treatment consists of posting requests
in the latter category with or without translation. We find evidence that relatively small
transactions costs have a large effect on the share of funding coming from speakers of
languages other than that in which the request was written. Social distance plays a smaller
role in funding decisions. Additionally, our results demonstrate the importance of a lingua

franca.

JEL classification: D64, D23, G21
Keywords: Charitable Giving, Social Distance, Philanthropy, Translation, Transaction Costs,

Microfinance

1 Introduction

A growing literature seeks to identify the motivations for other-regarding behavior. In par-

ticular, the effects of social identity and social distance - the perceived degree of closeness or
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kinship between individuals - in philanthropy are attracting increasing attention, though there
is little evidence on the relative importance of these factors compared to others, such as trans-
actions costs or signals of quality about a particular charity. This paper examines the results
of a field experiment at Kiva, the online peer-to-peer microfinance platform. Loan requests are
posted in English or a foreign language, with foreign language requests either left untranslated
or treated with translation. Comparing the share of funding for requests originally written in
English, translated from a foreign language, or left untranslated, we provide evidence on the
relative importance of transactions costs and social distance identifying the former effect using
random variation and the latter using the original language of the request. We find that, at
least in this context, relatively small transactions costs have large effects, and social distance
does not seem have a major influence on funding decisions.

Strictly speaking, those who make funds available through Kiva are making loans, not
gifts. However, given that no interest is paid, it is possible to purchase gift cards to create
accounts for others, and Kiva’s statements of purpose focus on helping others and building a
community, the approach seems more akin to charitable giving than lending. As such, we feel
that the language of philanthropy is appropriate in discussing behavior in this context.

As Kiva is an international platform with an English interface, our results also demon-
strate the value of lingua franca - a common language between individuals who do not share a
mother tongue - by allowing lenders and borrowers that are either proficient in English or have
access to translation technology to exchange funds. While the international trade literature has
investigated the effects of language and culture on bilateral trade by incorporating language
dummies, common language indicator and linguistic distance into the standard gravity model
(Frankel (1998)), the importance of English as a lingua franca in facilitating trade flows has
only recently been documented (Ku and Zussman (2010)).

In a different vein, our work addresses the funding of microfinance, at least in a specific,
though impactful, context. Some feel that “there are good reasons for excitement about the
promise of microfinance” (Morduch (1999a)), but skeptics doubt that small-scale loans could
alleviate poverty on a meaningful level (Becker (2011) and Bateman (2010)). Reflecting the
importance of microfinance in public discourse, the Nobel Peace Prize was awarded in 2006 to
Mohammad Yunus, the founder of the Grameen Bank and a leading advocate for the approachﬂ

By 2009, the microfinance industry has initiated loans for more than 190 million clients

!Perhaps even more indicative of the high profile of microfinance, no less a cultural touchstone than The
Simpsons devoted a recent episode (“Loan-A-Lisa,” original airdate October 3, 2010) to the idea and featured
Yunus as a guest star. In the episode, Lisa Simpson browses a Kiva-like website — and chooses to loan to a
borrower in her own town, illustrating the potential influence of social distance on funding decisions.



(Reed (2011)). Yet the “success [of microfinance] has yet to be demonstrated despite glowing
appraisals” (Posner (2006)) and recently, allegations of abuses have sparked mass defaults
in India (Polgreen and Bajaj (2010)). A related industry, direct peer-to-peer lending, also
exists in the United States. It does face some problems with fraud and default risk, though,
as discussed in a recent New York Times article (Lieber (2011)). There is also a growing
trend of “crowdfunding,” or raising small donations online to fund creative projects, often
through websites similar in spirit to Kiva (The Economist (2010)). Bellelamme, Lambert,
and Schwienbacher (2010) lay out a theoretical model to rigorously define the attributes of
crowdfunding and provide some stylized facts based on a survey. Ajay, Catalini, and Goldfarb
(2011) explicitly discuss Kiva in the context of crowdfunding and argue that issues of social
distance are similar to those of more for-profit oriented platforms since “even individuals who
commit funds to projects for non-pecuniary reasons are likely to be sensitive to the types of
costs that traditionally favor financial transactions between co-located individuals.”

External validity is always a concern in field experiments of this nature. Kiva has
a particular mission, and the types of donors and giving behavior may not be the same as
those for other charities. Nevertheless, Kiva has about 630,000 active users who have made
loans totaling more than $250 million, funding nearly two thirds of a million entrepreneurs
(81% female) in 61 countriesH Given the scope of Kiva’s operations and the nature of our
experiment, our findings shed light on the importance of social distance, transactions costs, a
lingua franca, and the funding of microfinance.

The paper is organized as follows: Section [2]discusses the related literature. In section 3]
we delve further into Kiva’s mission and structure. The design of the experiment and the data
are presented in Sections [4 and [5} In Section [6] we discuss our empirical approach. Section
[7] presents the results; a battery of robustness checks are presented in We conclude in

section [

2 Literature Review

Our work is related to several branches of the literature on the motivations for altruism. A
number of researchers have examined the impact of social distance in other-regarding behavior,
motivated by social identity theory, developed in Tajfel and Turner (1979) and formalized in
economics by Akerlof (1997) and Akerlof and Kranton (2000). In this context, the hypothesis
is that individuals will treat in-group members more generously; Chen and Li (2009) provide a

thorough review of the relevant literature. Our work examines this issue from a new perspective

2See http://wuw.kiva.org/about/facts.
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- namely, shared language - and provides more evidence on the subject.

A large subset of these studies are lab experiments with artificial or induced group
identities, which tend to show the influence of social distance. For instance, Chen and Li
(2009) assign groups based on preferences for different artists, and find that individuals are
more charitable and show more reciprocity towards those in their group. Charness, Rigotti, and
Rustichini (2007) find that group members “affects behavior in a strategic environment, even if
this membership provides no information and has no effect on payoffs... [though] groups need to
be salient to be important.” Buchan, Johnson, and Croson (2006), using artificial groups in an
investment game in four different countries, find “that country of origin significantly influences
[other-regarding preferences], but also find mixed support for the relationship between [other-
regarding preferences] and social distance” in different countries.

When these group identities may be more salient, though, the effects of social distance
are mixed. Charness, Haruvy, and Sonsino (2007) compare altruistic behavior in classroom
and more anonymous Internet settings. Individuals exhibited other-regarding preferences, but
the researchers “were surprised at how little difference [they| observed between the treatments,
particularly since... classroom experiments are nearly the polar opposite [of Internet experi-
ments] with respect to social distance.” There is some evidence that reducing social distance
through showing photographs of other participants (Andreoni and Petrie (2004)) or reveal-
ing the names of other participants (Charness and Gneezy (2008)) increases altruism, though
in some contexts “strategic considerations crowd out impulses toward generosity or charity”
(Charness and Gneezy (2008)). Breman and Granstrom (2008) develop a dictator game in
which the recipient is in a developing country. The treatments attempt to vary social distance,
as measured by the identifiability of the recipient, by revealing a photograph, information about
the recipient, or both. Unlike Charness and Gneezy (2008) and Andreoni and Petrie (2004),
however, they find no effect of social distance relative to the baseline anonymity treatment.

Less stylized experiments have shown similarly mixed evidence. Glaeser, Laibson,
Scheinkman, and Soutter (2000) find that “when individuals are closer socially, both trust
and trustworthiness rise... national and racial differences between partners strongly predict a
tendency to cheat one another.” Similarly, Leider, Mobius, Rosenblat, and Quoc-Anh (2009)
decompose giving into baseline altruism, directed altruism, and enforced reciprocity using a se-
ries of online experiments that take advantage of social networks. They find that “generosity...
decreased with social distance.” Shang, Reed, and Croson (2008) conduct a field experiment
with a public radio station and show that donors gave more money if told that previous donor

of the same gender gave a large contribution. DellaVigna, List, and Malmendier (forthcoming)



examine social pressure in door-to-door experiments; importantly, the intended charity is also
varied between “a local children’s hospital, which has a reputation as being a premier hospital
for children, and an out-of-state charity, that most solicitees are unaware of.” They estimate
much higher social pressure costs for the in-state charity, which can be interpreted as prefer-
ence for less distant recipients of philanthropy. On the other hand, List and Price (2009), in
door-to-door solicitations that examine the match between the race and gender of the solicitor
and prospective donor, “provide evidence that social connection per se has minimal impact on
contribution decisions,” but rather that “individuals act upon stereotypes and are more coop-
erative with people perceived to be more helpful or trustworthy.” Fong and Luttmer (2011) find
similar results, indicating that individuals do not respond to race directly in giving decisions.
Their experiment manipulates both the perceived worthiness and race of potential recipients of
philanthropy and find that “respondents rate recipients as relatively more worthy when shown
pictures of recipients from their own racial group,” though giving does not vary substantially
by race when worthiness is held constant.

Two non-experimental papers also shed light on social distance. Meer (2011), studying
social pressure and using administrative data from a private selective research university, finds
that characteristics shared between solicitor and donor lead to a higher likelihood of giving
and a larger amount given, conditional on giving. On the other hand, Ajay, Catalini, and
Goldfarb (2011)’s recent work on crowdfunding examines the effects of geographic proximity
in investments on Sellaband, a crowdfunding platform for aspiring musicians. Controlling for
“the entrepreneur’s offline social network,” they find that “investment patterns over time are
independent of geographic distance between entrepreneur and investor.” Overall, it seems fair
to state that there is no definitive picture of the effects of social distance on altruism. Our
work adds to the discussion on this unresolved issue.

As discussed below, we are also concerned about how signals of the quality of a charity
affect giving. Vesterlund (2003) develops a model in which charities can signal their quality by
announcing donor contributions. List and Lucking-Reiley (2002) find that larger amounts of
seed money and leadership gifts led to greater giving; they posit that these gifts indicate the
quality of the charity. Borgloh, Dannenberg, and Aretz (2010) present experimental evidence
on donor preferences for different charities, controlling for reputation by using only certified
charities. Within each of four causes, they offer a choice of a relatively small and a relatively
large charity. Information gathered after the experiment indicated that those who gave to
large organizations did so because of their perceived professionalism and a higher likelihood

of achieving their objectives. There is some evidence in the social psychology literature that



individuals with accents or less proficient English skills are judged as less credible (Lev-Ari
and Kaysar (2010)); we address the presence of English speakers as a signal of quality below.

Huck and Rasul (2010), in a paper that informs the interpretation of our results, vary
transactions costs in a carefully-designed field experiment. Namely, in the treatment condition,
individuals do not have to copy a small amount of information from a letter to an enclosed bank
transfer form in order to make a gift. Eliminating this relatively minor inconvenience, though,
“increased response rates by 26% relative to the baseline treatment” - raising response from
2.7% to 3.4%. They conclude that “if non-response is due to transactions costs, attempts to
change default options or to reduce the transactions costs of making and implementing decisions
can have large effects on outcomes.” We also find large effects of fairly minor transactions
costs in a different context, in which donors are deciding between options rather than making

a decision on the extensive margin, that is, whether or not to make a donation.

3 Kiva

Founded in 2005, Kiva is an online platform that facilitates lending relationships between
socially-motivated lenders and developing-world entrepreneurs. Kiva’s mission is to alleviate
poverty by engaging the public in microfinance. Loans are targeted towards individuals or
groups of borrowers and yield zero interest for lenders.

Kiva collaborates with Micro Finance Institutions (MFIs) in developing countries. The
main role served by MFIs is to screen borrowers. Kiva performs due diligence and training at
each MFI prior to allowing it to post requests to assess its stability, governance, and to prevent
fraud. Upon approval, Kiva maintains its due diligence through surveys and periodic visits to
the MFIs’ entrepreneurs. Further, each MFT has an upper limit on the amount its borrowers
can request per calendar month. The limit, which ranges from a few thousand dollars to a
quarter of a million dollars, is based on the MFI’s tenure with Kiva and on its financial strength.
Requests that are submitted after the MFI has reached its limit are backlogged and posted at
the beginning of the following month. Transactions are made through Kiva in United States
dollars, but lenders repay in their local currency. As a result, foreign currency fluctuations
can result in repayments that differ from the original amount lent. Kiva allows MFIs either to
carry all the foreign exchange risk or to pass on the risk of currency devaluations over 20% of
the value of the loan to the lenders.

A potential borrower is screened by a local MFI which disburses a microloan from its
own financial resources. A loan officer at the MFT assists the borrower in building an inter-

net profile which is submitted to Kiva. The profile includes a brief biography, loan amount,



repayment schedule and purpose and can be written in English, Spanish, French, Russian
or Portugueseﬁ Volunteers at Kiva translate non-English requests and edit those written in
English prior to posting them in the Websiteﬁ A request’s web page includes the borrower’s
profile together with information on the MFI including the time the MFI has been partnering
with Kiva, the number of loans and their volume and the default rate of previous loans orig-
inated through Kiva. Once a request is posted, its content cannot be changed. Requests are
presented in a list sorted by an algorithm favoring requests that have been posted or attracted
bids recently. In addition, requests with a greater average number of bids per hour posted are
presented closer to the top of the list.

Potential lenders from all around the world browse loan requests and choose en-
trepreneurs they wish to support. Upon completing their lending activity, lenders are asked
to donate money to Kiva to support its operational expenses. Loan requests have 30 days to
reach full funding. If a loan reaches its target, Kiva transfers money from the lenders to the
MFIE While lenders receive no interest, loan fees and interest rate paid by borrowers are, on
average, 38 percent. |E| Loans are repaid according to the repayment schedule presented in the
loan web pagem Loan collection is performed by the MFIs, which transfer repayments to Kiva
for distribution to lenders.

Kiva allows borrowers to borrow amounts as large as $10,000, but the average loan
amount is $450 and is scheduled to be repaid 11 months, on average, after its origination. Bor-
rowers reside in 54 countries with Peru and the Philippines (about 15% each) and Nicaragua,
Cambodia and Ghana (about 7% each) having the largest share of borrowers. Projects are
associated with 15 sectors of the economy, assigned by Kiva; these sectors can be used by
lenders to filter requests. The most common are food and retail (about 28% each) and agricul-
ture (15%). The average default rate of loans at Kiva is 1.04%. One explanation for this low

rate is that MFIs’ practice of covering entrepreneurs’ defaults in order to keep their published

3We omit loan requests that were originally written in Portuguese and Russian due to small sample size.

4Most MFTI loan officers are local workers who either do not speak English or whose English is poor.

5Kiva does not transfer funding if the request is not fully funded. Thus, as long as requests are not funded,
MFIs carry the risk of default. This risk is transferred to the individual lenders as soon as requests are fully
funded. As a result, MFIs select borrowers that are very likely to be funded. This at least partially explains
the observation that it is extremely rare - 0.25% in our sample - for loan requests not to be fully funded.

SMF1Is can be NGOs or for-profit organizations. The total amount originated by a loan officer is low relative
to the industry standards, even at developing countries. The reason is that loans are small and that loan officers
that operate in villages serve only a few borrowers. According to Kiva, the broad majority of the interest
payments reflect operating expenses from serving borrowers rather than financial expenses of borrowing the
money to lend to micro-entrepreneurs. Rigbi (2011) explores the effects of interest rates in Prosper.com, a
similar online person-to-person loan marketplace operating in the US only.

"Loans can be repaid monthly, quarterly or just once at the end of the loan term. The repayment schedule,
chosen jointly by the entrepreneur and the loan officer, is based on the expected time in which the entrepreneur
would accumulate enough money to repay the loan.



default rates low. This practice, which is now forbidden by Kiva, was allowed throughout most
of 2009E| As a general rule, though, microfinance is characterized by low default rates. For
example, the default rate at the Grameen Bank from 1985 to 1994 was about 1.5% (Morduch
(1999b)). Greater detail is provided in Section

4 Experimental Design

Loan requests submitted to Kiva are written in English or in a foreign language. Requests
written in a foreign language are translated to English prior to being posted in the website.
The loan request’s web page includes the translated text along with the original text written
in a foreign languageﬂ

Beginning on August 15, 2009 incoming loan requests in a foreign language were ran-
domly assigned for treatment — i.e. being translated to English — with a probability of 0.7.
Randomization was performed by Kiva’s server. From September 18, 2009 to October 18, 2009
the probability decreased to 0.5. Requests that were not assigned to treatment were imme-
diately posted to the website conditional on the MFI being below its monthly limit. Other
requests were first translated and posted after verifying that the funding MFI was not above
its limit [/

Figures[I]and [2]exhibit two loan requests that were written in French. While the request
featured in Figure |I| was translated to English, the request presented in Figure [2| was posted
in without any changes. Note that even the untranslated request includes some information
in English, such as the sector, activity, and repayment schedule. As such, lenders who cannot
read the untranslated description of the borrower may still choose to make a loan. If the entire
web page was untranslated, it is easy to imagine that the estimated effects would be much

largerﬂ

8See http://www.kiva.org/updates/kiva/2010/02/10/update-on-recent-change-in-default.html!

9Kiva’s translators are volunteers who are screened using a special test designed with a set of translation
problems common to Kiva loans. About 50% of the volunteers are accepted and are required to go through
training before working independently on incoming requests.

1011y addition to translating foreign language loan requests, Kiva’s volunteers edit requests that were originally
written in English. The experimental design described above applies also to English loan requests. We find that
editing English requests only slightly increase their readability, as measured by the indices described below, and
that it has a small effect on the pace at which these requests are funded. Thus, we bundle edited and non-edited
English requests throughout the analysis. Full results are available on request.

"Due to space limitations, only the main body of the request is reproduced. The full page, including the
amount requested and information about the MFI, can be viewed by following the links.
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5 Data

Our data contain information on loan requests posted between August 15, 2009 and October
18, 2009 that were written in English, Spanish or French. Thus, these requests were potentially
active until November 18, 2009. We observe lenders’ decisions on which requests to fund over
this time period, as well as their country of residenceB A total of 10,221 loan requests were
posted throughout the sample period. These requests were funded by 77,592 lenders who
granted 271,710 bids. Among these lenders, 59,735 reside in English speaking countries, 622
in Spanish speaking countries and 1,063 in French speaking countriesE

We observe virtually all of the information presented on each loan request’s web page,
including the amount requested, the number of male and female borrowers, the repayment
term, the economic sector to which the loan is targeted, the borrower’s brief statement, and
information on the MFT originating the loan. Importantly, the original language of the request
and whether the request was translated or edited are observed. As detailed below, we supple-
ment the analysis by using the Lingua::EN:Fathom package in PERL to extract readability
indices for requests posted in English as well as statistics related to the length for English and
non-English loan requestsE

Figure |3] presents the number of new requests, calculated daily, by their original lan-
guage. The sharp jumps observed in the number of new requests on the first day of each month
are driven by requests that were submitted to Kiva earlier, but whose posting were postponed
due to the funding MFI’s borrowing limitE We demonstrate that the timing of posting new
requests exhibits similar patterns in the treatment and control groups in Figure 4] The figure
presents the share of new requests posted in any given day and treatment status out of the
total number of requests posted in that week in the same language and treatment status.

Table [I| contains information on the number of requests by the borrower’s country of

residence. In addition, for each country the number of MFIs partnering with Kiva as well as

12 A natural specification would be to estimate the effect of interactions between borrower and lender gender
on funding decisions. Unfortunately, we do not observe lenders’ gender.

3Data on languages are taken from the CIA World Factbook - https://www.cia.gov/library/
publications/the-world-factbook/fields/2098.html. Canada is the only country in our data that has
two of the languages of interest as official languages. We define Canadian lenders as either English or French
speakers, depending on their province of residence. 81.8% of Quebecois named French as their primary language
(Statistics Canada (2006)). We therefore define Quebecois lenders as French speakers, while other Canadian
lenders are defined as English speakers.

14We obtain three common readability indices: Kincaid, Flesch and Fog. The readability indices are based on
the average number of words in a sentence, average number of syllables in a sentence and the percent of complex
words defined as words with three or more syllables. For more information on the Fathom PERL package and
the readability indices, see http://search.cpan.org/dist/Lingua-EN-Fathom/lib/Lingua/EN/Fathom.pm.

15While no request were left untranslated past October 18, 2009, some such requests were posted on November
1, 2009 due to MFIs exceeding their monthly limit in October.
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the number of requests written in each language are provided. The table demonstrates that
requests of borrowers from any country are written in at most two languages and that the
number of MFIs partnering with Kiva in a country is correlated with the number of requests
posted form that country. Furthermore, only one MFI operates in multiple countriesm
Table |2| provides loan request descriptive statistics by language and treatment status.
The characteristics compared are the amount requested, borrowers’ gender division and the
term of the loan. Both mean values of each trait as well as t-statistics are presented. The
t-statistics correspond to tests of mean equalities between the treatment and control groups in
which sector by posting-day fixed effects are taken into account. In addition, we regress the
treatment status on the loan request characteristics and find that the characteristics cannot
explain the whether a request was translated. This last finding together with the table demon-
strate that loan request characteristics are almost perfectly balanced between treatment and

control groups.

6 Empirical Approach

To understand a lender’s decision to translate a request, it is useful to focus on a lender
considering lending to a request. The lender considers the marginal benefit to him or herself
and the marginal cost. This benefit includes the difference between the value of lending to that
request and the expected value of moving on to another request, where the value of lending
to a request partly depends on the social distance between the lender and the request. We
define social distance as a mismatch between the language spoken in the lender’s country of
residence and the original language of the request. Therefore, when the original language of
the request matches the lenders language, we expect a higher likelihood of funding and thus
a higher funding share from speakers of that language. Cost, on the other hand, includes the
opportunity and cognitive costs of processing and translating (if necessary) additional requests.
Given that translation reduces the marginal costs, it is expected that translation would increase
the funding share of lenders from English-speaking countries.

Our randomized field experiment allows us to identify the relative importance of so-
cial distance and transactions costs in loans to Kiva, based on several assumptions. In Card,
DellaVigna, and Malmendier (2011)’s taxonomy, we follow the “competing models” approach.
We lay out these assumptions explicitly below and discuss their implications. However, since

we do not have estimates of the costs associated with translation, we cannot identify structural

6The single exception is Esperanza International Dominican Republic, which operates in Haiti and the Do-
minican Republic.
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parameters of a formal model. By 2009, when our experiment takes place, it is quite straight-
forward to get adequate translations of short passages with a few clicks of a mouse. Services
such as Google Translate and Babelfish have greatly reduced the burden of interpreting text
written in an unknown language. We do not attempt to quantify the magnitude of these costs,
but they seem like a minor inconvenience at worst. A related concern is that potential lenders
are not familiar with these services; however, given that they frequent an online microfinance
website and are making loans to individuals in developing countries, it seems reasonable to

presume that they are relatively sophisticated Internet usersﬂ

Hypothesis 1: Lenders face additional transactions costs for requests written
in languages other than that spoken in their country of residence.

Hypothesis 2: Lenders from Spanish (French)-speaking countries face lower
transactions costs for loans posted in English than for loans posted
in French (Spanish).

Hypothesis 3: English (French; Spanish)-speaking country residents feel so-
cial distance from French and Spanish (Spanish and English; French
and English) requests, irrespective of translation (if applicable).

Hypotheses 1 and 2 lay out our beliefs about transactions costs in this experiment.
Individuals face some costs for any loan, with the lowest being for loans written in the language
spoken at their country of residence. Given that Kiva is an English-language website, we believe
that all individuals have at least some fluency in English, suggesting that, on average, lenders
from Spanish (French)-speaking countries face higher transactions costs for loans posted in
French (Spanish) than for loans posted in English. We further posit in Hypothesis 3 that
individuals feel less social distance from requests originally written in the language of their
country of residence, irrespective of whether those requests are translated or not.

The most natural approach to testing these hypotheses is to examine funding decisions
using a set of lender-by-request combinations. Unfortunately, this is infeasible using our data.
The set of choices that each lender faces consists of about 1,000 requests at a time and the
only information available on lenders is their place of residence; this makes identification of the

effect of treatment on lenders’ giving intractable@ The experiment we conducted nonetheless

"Based on Census ZIP code level data, we find that, on average, American Kiva lenders are at the 87"
percentile of the ZIP code average income distribution and at the 92" percentile of the share of Master’s degree
and above holders ZIP code distribution.

18We attempted to approximate this concept by creating observations corresponding to a loan granted by a
lender on a given request as well as any loan request that was active when that loan was granted. For instance,
if a lender gives to one particular request while there are six total active requests, six observations are created
with the one the lender gave to being designated as a positive response. The essential assumption is that there
is no instance in which lenders browse requests but decline to make any loan; this assumption, while limiting
and somewhat arbitrary, reduces the possible combinations by several orders of magnitude. Regardless, the
sample still results in over 160 million observations, each representing a potential lender-request combination.
The percentage of potential lender-request combinations resulting in a positive response is a mere 0.10%. The

11



allows us to identify the average treatment effect across lenders in the aggregate. As such,
though, we are unable to delve into possible heterogeneity of lender types and their responses
to transactions costs and social distance.

The next most obvious variable to consider is a loan request’s funding probability.
However, a key feature in Kiva’s operation is that it allows its partner MFIs to pre-disburse
borrowers before their loan request is funded (and sometimes even before the request is posted).
As a result, maintaining the financial stability of the partnering MFIs requires Kiva and its
partners to avoid posting loan requests that would remain non—funded@ As such, we focus on
the share of funding coming from residents of countries with different primary languages.

We estimate the following specification:

Yi Lang = 70,LangTY1,Lang - SPanish Translated; + v2 rang - F'rench Translated;+
V3,Lang * Spanish; + Y4,Lang * French; + €, Lang

Y: Lang is the share of loans that request ¢ receives from lenders that reside in Lang-speaking
countries, where Lang is English, Spanish, or French. The coefficients v1 rang and 2 rang
are the average treatment effects of translation from Spanish and French, respectively, on the
funding share by residents of Lang-speaking countries. 73 rang and 74 rang are the effects of
originating a loan in those languages on funding share by residents of Lang-speaking countries.
Requests originally posted in English are the comparison group. We estimate equations for
each language separately@ Each equation is estimated using a Tobit model. The dependent
variable is restricted to the range [0,1] and is censored for a non-negligible portion of the
requests, particularly for the French and Spanish equations. Richer specifications discussed
below include vectors of sector-by-date controls, along with a set of loan request characteristics.
Notably, the fact that requests are randomly assigned for translation guarantees consistent

estimates of Equation [I] even in absence of the additional controls. Incorporating posting date

results we found are similar in spirit to those in [7.1] and appear to provide support for the transactions costs
of translation mechanism. However, the effects are necessarily extremely small, on the scale of 0.05 percentage
point changes in probability. Given the low baseline response, the need to use a set of linear probability models
rather than a choice model, and the very small effects, we exclude the results of this exercise from the paper;
they are available on request.

190ne possible concern is that since all requests are funded and lenders are participating for philanthropic
reasons, they may be fairly indifferent about which requests they fund. It seems reasonable to believe, though,
that lenders are not pure altruists and that they feel more warm glow from funding requests that appeal to
them.

29The value that the dependent variable takes across equations is not independent, since the share funded
by speakers of one language crowds out funding by the speakers of other languages. One way to account for
this is by estimating equations simultaneously. We find that the estimates are nearly identical if equations
are estimated simultaneously; the coefficients generally differ in the fourth significant digit. Note also that we
exclude the share funded by speakers of languages other than English, Spanish, and French, so those shares may
not sum to 1. Including an equation for the share of funds from those other countries in the jointly estimated
model does not substantially alter our results; additionally, there is no obvious pattern in the coefficients of
interest in that equation. Full results are available on request.
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fixed effects account for the differences in the number of active requests over time. A lower
number of active requests likely results in a greater number of potential lenders per active
request, possibly affecting funding decisions. Loan request characteristics include the dollar
amount requested by borrowers, the number of borrowers of each gender and the number of
months the borrower requested to amortize the loan ]

Our hypotheses give rise to a number of implications for the values of the coefficients
in[l] Beginning with those residing in English-speaking countries, the presence of transactions
costs and social distance from foreign-language requests indicates that v3 gngiish and v, Engiish
should be negative. Translation eliminates the transactions costs so we expect that vi gngiish
and 2 gngiish Will be positive; yet the presence of social distance means that the combined
effects v1, English + V3, English and Y2 English + V4, English, Will still be negative. Since the language
being translated should not affect the cost paid, 1, gngiish and V2, Engiish should be equal. We
can also test whether social distance from Spanish and French requests is equal for English
speakers.

One may believe that the differences between untranslated and translated requests are
instead due to social distance: requests posted without translation seem removed from the
lender’s experience and are passed over in favor of other, less remote requests. However, even
for translated requests, the original text is shown on the web page (see Figure [1|) along with
the translation. Suppose social distance was the only operative mechanism. One would then
expect that translated and untranslated requests would capture the same share of funding.
Our results indicate that this is not the case.

An alternative explanation for these differences is that English requests are perceived
to be of higher quality. One could imagine that lenders view MFIs without English speakers
as being less competent. MFI characteristics such as length of time partnered with Kiva,
number of entrepreneurs funded, risk rating, and default rate are posted with every request,
obviating some of the hypothesized proxy effect for quality. Kiva also stakes its reputation on
maintaining MFT partners that are of high quality, and lenders come to Kiva to help individuals
living in poverty in lesser-developed countries. It therefore seems unlikely that the presence of
translation in a request sends a strong signal of quality about the MFI or the borrower that
affects time-to-funding. Our results in [7.2.1] provide further evidence that this mechanism is

not driving our results. It is, however, possible that even within an MFI and given all the loan

21 Another potentially relevant variable is the identity of the MFT originating the loan. For example, lenders
might favor requests posted by one MFI due to better practices it employs in screening borrowers or due to the
time the MFT has been partnering with Kiva and its portfolio performance. Few MFIs write their loan requests
in more than a single language, making it is difficult to identify language effects separately from MFTI effects.
We discuss this issue further in section
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characteristics for which we control, the lack of translation sends a negative signal about the
borrower. While Kiva posted a notice on their Frequently Asked Questions page explaining
that some requests would no longer be translated, we cannot directly address this concern
using our data[”]

For Spanish and French speakers, we expect that own-language untranslated requests
will capture the highest share of funding. If social distance is driving the results — that is,
Spanish and French lenders seek requests originally written in those languages because they
feel more kinship with those borrowers — there should be little difference in funding share
between untranslated and translated requests for lenders from Spanish and French speaking
countries. In addition, if lenders from Spanish and French-speaking countries experience the
same social distance from requests written in English and in the other foreign language, then
the same funding shares are expected in requests originally written in English and in requests
translated from the other foreign language (V2 spanish + V4,Spanish = V1,French + V3,French = 0).
The presence of social distance and transactions costs imply a lower share of funding in the other
foreign language translated requests than the own language requests (72 Spanish + V4,Spanish <
V3, Spanish A0A Y1, French +7Y3,French < V4,French). However, since funding share is effectively zero-
sum, translation of requests to English introduces more English-speaking lenders who crowd
out other lenders, thus reducing the share coming from own-language speakers (v1,spanish < 0
and V2 prench, < 0). In addition, the partial fluency in English suggests lower funding share in
requests posted in the other foreign language relative to requests posted in English (V4 spanish <
0,73, French < 0). An alternate hypothesis is that Spanish and French speakers dislike the act
of translation or are angry at the quality of translation; while we cannot reject this story, it
seems fairly implausible. We can test for the presence of transactions costs by examining the
effect of translation on requests in the other language. We discuss a number of other potential
explanations for our results in

If individuals are misclassified in the language categories, we expect that our estimates
of the effects of transactions costs will be attenuated. For instance, suppose all of those clas-
sified as English speakers were in fact fluent in Spanish and paid no translation costs for
Spanish-language requests. In the absence of social distance, we would expect to see no differ-
ence in the share of funding provided by English-speaking lenders to Spanish-language requests;
adding social distance in the form of affinity for Spanish might produce results showing that
English speakers prefer Spanish-language requests. Given the results below, we are not greatly

concerned about misclassification.

228ce http://www.kiva.org/updates/kiva/2009/08/11/some-1loans-may-look-little-different.html,
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One concern in interpreting our results, as mentioned above, is the zero-sum nature of
funding share. It may be that an increase in the share funded by a particular language group
does not reflect a change in behavior by that group, as we posit, but rather a change in the
behavior of a different language group. To investigate this possibility, we examine the effects
of treatment on funding share immediately after a request is posted, when crowding-out is
not a concern. The main insights of our analysis below are carried through: in this context,

transactions costs have large effects relative to social distance.

7 Results

7.1 Funding Share

We examine how different groups of lenders are affected by the original and posted language of
loan requests. Lenders are distinguished based on the predominant or official languages spoken
in their country of residence. Specifically, we focus on lenders from English, Spanish and French
speaking countries. For each loan request we calculate the share of lenders associated with
each language. Table [3] presents the average raw shares for lenders from English, Spanish and
French speaking countries, as well as lenders from countries in which languages other than
the three analyzed are predominantﬁ In terms of lenders’ country of residence, the table
demonstrates that majority of lenders are from English-speaking countries. This group of
lenders is dominated by American lenders, who are responsible for nearly two-thirds of the
loans. In addition, there are more lenders from French speaking countries (mainly France and
Quebec) than from Spanish-speaking countries (mainly Spain and Portugal). Furthermore,
lenders from English-speaking countries have similar shares in requests that were originally
written in Spanish and French, both translated and untranslated. Yet, the funding shares of
Spanish speaking lenders in Spanish requests differ from their shares in French requests, and
a similar pattern is observed for French-speaking lenders.

We estimate Equation [I} including posting-date-by-sector effects and the loan request
characteristics mentioned in Section [6] The estimated coefficients of the loan request charac-
teristics are not presented in Table 4] though are available on request?¥] While some charac-

teristics have a statistically significant effect on the share of funding from speakers of a given

23The sum of shares is lower than 1 due to missing country of residence for nearly 5% of the lenders (3,874
out of 77,592).

24The length of the text of a loan request might be a relevant dependent variable if there are cognitive costs
associated with reading and processing requests or if the length of a request is used by lenders as a quality
signal. We experimented with specifications that include the length of the loan request. We used either the
number of characters or number of words as the length variables, and included each of them as a linear variable
and as a second order polynomial. We find that the estimated treatment effects are unchanged and that the
length of the loan request is uncorrelated with the funding share.
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language, none of the effects are particularly large (usually one or two orders of magnitude
smaller than the treatment effects). No discernible pattern emerges, which is unsurprising
given that an increase in the share of funding by speakers of one language reduces the share
of funding available to others[”|

The unconditional marginal effects are presented in Table [d] with each panel in the
table corresponding to each language spoken at the lenders’ country. For example, in Panel
A, the dependent variable is the share of a loan granted by lenders from English-speaking
countries. Standard errors clustered at the MFI level. Each result is supplemented with the
p-values corresponding to tests of the null hypothesis that, conditional on the covariates, the
overall effect of being translated from Spanish or French to English are the same as being
originally posted in English. The null hypothesis cannot be rejected in any case except for
one. That is, the share of a request funded by borrowers from Lang-speaking countries that
is originally posted in English is equal to the share of a translated French or Spanish request
funded by borrowers from the same group of countries.

For the share from English speakers, we see that there is a statistically significant and
negative effect for untranslated requests that does not exist for translated requests. If social
distance was driving the results, there would be a difference in funding share between translated
and original English requests. It seems clear that Spanish and French speakers take a larger
share of untranslated requests written in those languages, but that English speakers are not
affected once they are freed from the costs associated with translation and crowd out Spanish
and French speakers from requests originally written in those languages but then translated.
Moreover, if translation provided some negative signal of quality, we would also expect that
translated requests would have a lower share of funding from English speakers than requests
originally written in English; we take this as further evidence that signals of quality are not
driving our results.

Spanish and French speakers are substantially more likely to lend to untranslated re-
quests written in their own language. Given that Spanish speakers provide about 0.9% of
funds and French speakers provide about 3% of funds, the estimated effects on loan share for
untranslated requests in Panels B and C of Table [d] are very large. This result could be driven
by both social distance and transactions costs. There is no difference between untranslated
requests written in the other foreign language and requests written in English, though this does

not necessarily mean that lenders feel similar social distance from requests written in English

23Jengq, Pan, and Theseira (2011) find that the loan request characteristics we focus on, as well as other traits
reflected in the borrower’s pictures such as the skin color and attractiveness of the borrowers have significant
effect on the time it takes for a request to get funded.
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and in the other foreign language.

For Spanish speakers, there is no effect of translating French requests, while for French
speakers, there is statistically significant and negative effect of translating Spanish requests,
though it is small. This suggests that transactions costs are effectively equal for English and the
other foreign language, contradicting Hypothesis 2. For both Spanish and French speakers,
translation of the home language is associated with a negative effect that fully offsets the
positive untranslated own-language effect. There is no difference in funding share for requests
that appear in English, regardless of their original language. One possible explanation for
this result is that Spanish and French speakers are being crowded out by English-speaking
lenders, who fund a larger share of translated loans. Another explanation is that the original,
untranslated passage is listed after the translated passage. This could add an additional minor
transactions cost, making French and Spanish less likely to give to those requests. If French
and Spanish speakers felt strong kinship with requests originally posted in their language, it
stands to reason that even in the presence of the attenuating effects discussed above, a higher
share of funding would go to those requests regardless of translation.

All in all, the results for English speakers are strongly suggestive of a transactions
costs explanation. We also believe that the results for French and Spanish speakers are also
driven by transactions costs, but cannot completely discount the possibility that other forces

are disguising the impact of social distance.

7.2 Robustness
7.2.1 Continents, Countries, and MFIs

One possible concern is that our estimates are proxying for continents, nationalities, former
colonies, or the MFIs themselves rather than language. To address this question, we begin by
including indicators for continent in our main specifications. We find no significant effects of
these indicators in any specification, and there is no effect on the variables of interest | We
also estimate specifications including the log of per capita GDP in the borrower’s country to
proxy for the level of poverty and the possibility that lenders feel that these borrowers are
more deserving. This variable is also small, statistically insignificant, and has no effect on the
variables of interest.

The results presented in Table [4] were obtained in regressions that do not control for

the identity of the MFIs originating the loan. Few MFIs submit their loan requests in multiple

26We also estimate our model for Africa and Latin America separately. Requests from African MFIs are
written in either French or English, while those from Latin America are written in either Spanish or English.
The treatment effects in these models are similar to those in @
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languagesm Thus, it is difficult to separate MFI fixed effects from language effects. In order
to verify that the results are not driven by the MFIs, we include MFT fixed effects instead of
language effects. Note that this also subsumes country fixed effects, since nearly all of these
organizations operate only in one country. We find that that estimated treatment effects are
not markedly different from the effects presented in Table [ This provides further evidence
that it is language, rather than country or continent, that is driving our results.

As a further test, we limit the analysis to MFIs that produce their loan requests in a
single language; this has no qualitative effect on the results. We also control for MFI quality
by incorporating MFI characteristics, such as the MFI’s risk rating assigned by Kiva (which
reflects the repayment risk associated with the MFI), the average interest rate paid by the
MFT’s borrowers, the total dollar amount lent by the MFI, whether the MFI carries the entire
risk of foreign currency devaluations and the MFI’s tenure with Kiva. We find that nearly all
of the MFT characteristics are uncorrelated with the share of funding and that including them
does not substantially change the results. As with all the discussion in full results are

available on request.

7.2.2 Treatment Intensity and Supply of Credit

One feature of the experiment is that the treatment intensity of incoming requests fluctuates
throughout the experiment. Specifically, in the first month of the experiment the treatment
intensity of incoming requests was 70%, but decreased to 50% in the second month. The results
presented in Section may be convoluted with fluctuating treatment intensity. Ignoring the
treatment intensity might be a problem if, for example, there are a limited amount of lenders
willing to give to loan requests posted in Spanish. In this event, the estimated effect of
translation might be biased. Additionally, other features of Kiva’s procedures suggest that the
treatment intensity changes over time. First, there is variability in requests’ time-to-funding.
Hence, even if the treatment intensity of incoming requests is fixed throughout the experiment,
the treatment intensity of existing requests might not be fixed. Second, requests that were
posted before the experiment started and that were listed in the website afterwards affect
the treatment intensity. Figure [5| presents the time series of the treatment intensity by the
original language. The figure spans from the beginning of the experiment on August 15, 2009
to November 18, 2009, the last day requests posted throughout the experiment could have still
been funded. It is evident that the treatment intensity fluctuated during that time period.

In order to take these changes into account, we reproduce the funding share analy-

2"There are seven MFI that write their loan requests in multiple languages. These MFIs are responsible for
about 18% of the loan requests in our sample.
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sis presented in Section [7.1| while allowing the estimated treatment effects to depend on the
treatment intensity. Specifically, each request was assigned to a quartile within the treatment
intensity distribution based on the treatment intensity at the time the request was posted.
We then estimate Equation [I] for sub-samples defined by the requests’ quartiles. We find no
discernable patterns in the results, suggesting that changes in the treatment intensity do not
reverse our results.

To further verify that the supply of credit is not affected by translation, we estimate
the relationship between the daily amount lent in requests originally written in each language
and the treatment intensity. Since the time series of incoming requests presented in Figure
reveals a monthly trend, we include day-of-month controls. We find no correlation between
the supply of credit and the treatment intensity. This suggests that the total amount of credit
is not changing when requests are untranslated, but rather that the relative allocations are

changing.
7.2.3 Readability

Another explanation that may induce differences in lenders’ giving is the extent to which
lenders can understand the brief information about the borrower that is included on the loan
request page. Specifically, requests that were translated to English might be more or less
understandable than requests that were originally written in English. To test the hypothesis
that readability affects lending behavior, we calculate several readability indices, designed
to measure comprehension difficulty, for loan requests that were posted in English@ The
distributions of the values of the Kincaid index for each language are presented in Figure [6]
The value of a passage’s Kincaid index should be interpreted as the mean number of schooling
years required to understand the passage. While requests that were originally written in English
requires 8.41 years of schooling in order to be understood, the corresponding years of schooling
for translated Spanish and French requests are 8.81 and 9.07, respectively; these differences
are statistically significant. In addition, translated requests’ Kincaid index values are less
dispersed around their mean values. To test whether differences in loan requests’ readability are
associated with changes in lenders’ giving behavior, we estimate Equation |Ij augmented with a
normalized readability index value. Since readability measures are only calculated for requests

that were translated or originally written in English, untranslated requests are omitted. We

28We calculate the following indices: Kincaid index = 0.39 * (Avg. Words per Sentence) 4 11.8* (Avg.
Syllables per Sentence) - 15.59, Flesch index = 206.835 - 1.015 * (Avg. Words per Sentence) - 84.6 * (Avg.
Syllables per Sentence), and Fog index = 0.4 * ((Avg. Words per Sentence) + 100 * (Share of Complex Words)).
We present results based on the Kincaid index. Similar results are obtained if we instead use the Flesch or the
Fog indices, and full results are available on request.
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find that a request’s readability does not have an effect on the share of a request funded
by different groups of lenders. In addition, the estimated language effects are qualitatively
unchanged when controlling for any of the readability indices. We cannot, however, reject
the possibility that more readable requests are easier to follow, resulting in lower transactions
costs and more funding, but that requests written in more sophisticated language (reflected in
a higher readability index) makes them seem of higher quality, also attracting more funders.
If both mechanisms are operative and similar in magnitude, we would find no effect. Given
the short length of these passages, the observable information on the MFI’s quality, and that
lenders have opted in to participating in Kiva’s mission of providing funds to those living in
poverty in lesser-developed countries, the latter mechanism seems unlikely. It therefore seems

plausible that readability does not have a large effect on funding.

8 Conclusions

Using the results of a field experiment at a leading peer-to-peer microfinance lending website,
we document the effects of language and translation on philanthropy. We examine the share of
funding received from lenders living in countries with different predominant languages, and find
that there is no difference between translated requests and those originally written in English
for English speakers. Spanish and French speakers exhibit preferences for untranslated requests
written in their language, but no preference for those requests when they are translated.

While we cannot completely reject alternate hypotheses, our findings are strongly sug-
gestive that the transactions costs arising from translation, not social distance or signals of
quality, are the primary driver of our results. Our experiment provides more evidence on the
effects of social distance, the importance of which are the subject of some contention in the
altruism literature. We also find strong effects of transactions costs, which seem to be rela-
tively underexamined in this literature. We also demonstrate the importance of a lingua franca,
which can lower transactions costs and enhance trade and capital flows among individuals with
different native languages.

It may not be entirely surprising that small transactions costs have large effects, since
lenders are browsing a large number of fairly similar requests. But given the immense number of
charities — IRS Publication 78 lists over 830,000 charitable organizations entitled to deductible
contributions — it is valuable to know that even small frictions can have large effects in this
context@ Furthermore, it may also not be unexpected that the effects of social distance are

small in this case. After all, social distance has many components and our finding is related to

2%See Internal Revenue Service (Publication 78) (2011)
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one aspect, language, after controlling for a great deal of other information about borrowers.
Yet that this additional distance does not matter on the margin is instructive.

In terms of the broader applicability of our work, it is important to note that individuals
who have Kiva accounts have already paid the fixed cost of setting up that account and are
primed to make a donation, as opposed to facing a choice on the extensive margin of whether
to give or not. The finding that even relatively small transactions costs have large effects is

illuminating; it is quite possible that overall effects in other cases are even larger.
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Table 1: Requests by Borrower Country

Borrower's Country # of MFls Original Language

English Spanish French Russian Total
Peru 4 109 1,452 0 0 1,561
Philippines 4 1,526 0 0 0 1,526
Nicaragua 4 5 787 0 0 792
Cambodia 4 707 0 0 0 707
Ghana 2 677 0 0 0 677
Nigeria 1 510 0 0 0 510
Togo 3 0 0 439 0 439
Uganda 3 427 0 0 0 427
Bolivia 4 0 393 0 0 393
Tajikistan 2 261 0 0 101 362
Kenya 2 289 0 0 0 289
El Salvador 1 0 258 0 0 258
Lebanon 2 258 0 0 0 258
Sudan 1 205 0 0 0 205
Mongolia 1 198 0 0 0 198
Senegal 2 0 0 182 0 182
Benin 1 14 0 161 0 175
Sierra Leone 1 146 0 0 0 146
Mexico 1 0 144 0 0 144
Paraguay 1 33 108 0 0 141
Tanzania 1 139 0 0 0 139
Mali 1 0 0 111 0 111
Samoa 1 109 0 0 0 109
Dominican Republic 1 101 0 0 0 101
Honduras 1 0 97 0 0 97
Ukraine 1 86 0 0 0 86
Guatemala 1 0 78 0 0 78
Rwanda 1 51 0 0 0 51
Nepal 1 45 0 0 0 45
Costa Rica 1 0 44 0 0 44
Viet Nam 1 33 0 0 0 33
The Democratic Republ 1 0 0 30 0 30
Haiti 1 8 0 0 0 8
Total 56 5937 3,361 923 101 10,322

The table presents the number of requests by the borrower’s country. In addition, the number
of MFIs and requests by the original language are shown.

25



'sdnoI8 [0I13U0D pueR JUOUIILII} WIIM)O( padueeq A30951ad jsowe oIe

SOT)SLI9YORIRYD )sonbal Ueo[ Jer[) S91eIJSUOUWIOD d[(B) 9], "JUN0IIR OJUI UaXR) dIe $)0d]jo pPaxy Aep-Surpsod Aq 104290s YPIYM Ul sdNoid [0IjU0d pue
JUSUIEI) Y} UOMII] SATITeNbo weaw Jo §389) 03 PUodsoIIod SO19s1ye)S-} oY, "pojuasald ST O1ISTR)S-} B OIISIIOJORIRYD pue ofensue] USI0] Yoed
10 ‘Snje)s JueuIleal) s pue ofendue] [RUISLIO S,)sonbal o) U0 Pase( SO1)SLIo)ORIRYD jsonbal Ueo[ SNOLIRA 0] sonfeA Ueall sjuasald o[qe) o],

(4% 06°¢CT L9°CT ST'T 9’0t 65°0T <0'TT wual
S0°0 08’1 €E'¢ €T €0°C 6C'¢C T6'T siamoJiog #
SS°0 €60 060 T10'T 880 98'0 880 Jamouiog 3|3uls
€Tt €L’0 9L'0 8’1l SL°0 Lo 9L'0 sewad ||y
920'T SC0 10 69°0 10 10 8T°0 SleN IV
170 8€'0 St°'0 6L'T 0€'0 9¢€'0 8€°0 9eN #
T0°0 wt 68'T S6°0 €L'T 6’1l €S'T djewad #
T€0 ULvL cLT6L [4 X4 9T'vSL 96'TC8 60'9TL junowy $§

‘JelS-)  pajejsuel]-UON pajejsuell| -1eIS-} pajejsuel-uoN pajejsueli|  paupa

€26 (413 T19| T19€€ 68TT ¢LTT LEGS s1sanbay #
|eloL pajejsuesj-uoN pajejsues)| |ejol  pajejsuesj-uoN pailejsued) leloy
youau4 ysiueds ysi8u3

$o13819R)Q 2ATHdIINSO(T (g 9[qR],

26



"SIOpUO o1 JO %G A[IRAU I0J 9OUDPISAI JO AIUNO0D FUISSIUW 0)
onNp T URY) IoMO] SI (UWM[0d "9°'T) SNJR)S JUOUI)eal) pue oFengue] [RUISLIO S 1soNDol AUe Ul SOIRYS JO WNS o], ‘SNJR)S JUOU)eal) o) PuR oFensue]
[eurstio sjsonbad oY) ‘90uapIsal Jo AIJUNO0D SI9PUS] oY) Ul aFendue] jueuriopaid oY) U0 Paseq papulj aIeys oFelasr o) sjuasald a[qe) oy J,

orT'0 LETO 89T0 2810 99T'0  abenbueT Jaylo
G200 6200 8200 80’0 8200 yousi4
6000 Z¢100 6000 L000 800°0 ysiueds
¢TL’0 7290 v€L0 9290 TTL0 ysijbug
pale|suel] pale|SueI-UON Ppale|Suel] pale|Sueil-UON sloyeads
ysiueds youaiH ysibu3g

abenbue reulblip s,1sanbay

a8ensuer] Iepue Aq soreyg Surpunyg :¢ o[qRl,

27



Table 4: Effect of Translation on the Share of a Request Funded by the Lender’s Language

Panel A: Dep Var. - Share of Bids from English Speaking Countries

1) (2 (3)
Spanish * Translated 0.083*** 0.044*** 0.047***
(0.009) (0.008) (0.008)
French * Translated 0.1%** 0.048*** 0.05%**
(0.014) (0.009) (0.009)
Original Language Spanish -0.085*** -0.04*** -0.044***
(0.014) (0.011) (0.009)
Original Language French -0.084*** -0.032%** -0.029%**
(0.021) (0.009) (0.007)
Sector * Date F.E. x v v
Loan Request Characteristics x x v
Observations 10,209 10,209 10,209
P-Val. Spanish 0.83 0.567 0.622
P-Val. French 0.354 0.149 0.011

Panel B: Dep Var. - Share of Bids from Spanish Speaking Countries
4 (5) (6)

Spanish * Translated -0.003*** -0.003*** -0.004***
(0.001) (0.001) (0.001)
French * Translated 0.000 0.000 0.000
(0.001) (0.001) (0.001)
Original Language Spanish 0.004*** 0.004*** 0.005%**
(0.002) (0.001) (0.001)
Original Language French 0.001 0.000 0.000
(0.002) (0.002) (0.002)
Sector * Date F.E. x 4 v
Loan Request Characteristics x x v
Observations 10,209 10,209 10,209
P-Val. Spanish 0.351 0.387 0.369
P-Val. French 0.54 0.757 0.703

Panel C: Dep Var. - Share of Bids from French Speaking Countries

(" 8 9)
Spanish * Translated -0.003* -0.003** -0.004**
(0.002) (0.002) (0.002)
French * Translated -0.019*** -0.018*** -0.02%**
(0.004) (0.003) (0.003)
Original Language Spanish 0.003 0.003 0.003
(0.003) (0.003) (0.002)
Original Language French 0.021*** 0.021*** 0.022***
(0.004) (0.004) (0.003)
Sector * Date F.E. x v v
Loan Request Characteristics x x v
Observations 10,209 10,209 10,209
P-Val. Spanish 0.909 0.903 0.662
P-Val. French 0.536 0.428 0.311

Standard errors clustered by MFIl in parentheses
** n<0.01, ** p<0.05, * p<0.1

The table presents the Tobit unconditional marginal effects of the treatment and language effects,
namely, Y1, Lang through V4 rang in Equation (1} where Lang is English, Spanish or French. The unit of
observation is a loan request. The dependent variable in the equation corresponding to language Lang
is the share of a loan request that was funded by lenders that reside in countries in which the language
Lang is the predominant language. The table consists from three panels. A panel corresponds to the
predominant language at the lenders’ country of residence. For example, in Panel A, the dependent
variable is the share of loans granted by lenders from English speaking countries. In addition to the
marginal effects, each regression output is supplemented with the p-values corresponding to tests of the
null hypothesis that, conditional on the covariates, the overall effect of being translated from Spanish
or French to English are the same as being originally posted in English. Specifications differ by the
number of control variables included. Loan request characteristics include the dollar amount requested
by borrowers, the number of borrowers of each gender and the number of months the borrower requested
to amortize the loan.
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Figure 1: Translated French Loan Request

T

About the Loan

Location: Agoe, Togo Repayment Term: 14 months
(more info)
Activity:  Plastics Sales Repayment Schedule: Monthly
Loan Use: To buydishes, pails, Currency Exchange Loss: Possible
plasticware
Default Protection: Covered

This is a ladywho has been selling dishes, buckets, and plasticware since 2007 in
Soviépé, one of the outlying districts of Lomé. She is unmarried but has four children.
This commerce allows her to support herself and also to feed and school her
children. For these reasons, she would like to obtain a WAGES loan to be able to
stock up with 20 plates, 15 buckets, and a dozen items of plastic goods of all sorts.

Translated from French by Dan Kuey, Kiva Volunteer

Cette dame vend des plats, seaux et des objets en plastique depuis 2007 a Soviépé,
I'un des quartiers périphériques de Lomé. Elle n'est pas mariée mais a 04 enfants,
ce commerce lui permet de se prendre en charge et de couwrir également les
besoins alimentaires et scolaires de ses enfants. Pour cela, elle voudrait avoir un
credit de WAGES pour pouvoir s’approvisionner avec 20 plats, 15 seauxetune
douzaine d'objets en plastique de toute sorte.

ILEEN Subscribe

The figure presents a loan request that was written in French, but was posted after being
translated to English together with the original text in French. The request’s full web page,
including also the amount requested and information about the MFI, can be viewed at http:
//www.kiva.org/lend/129218.
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Figure 2: Untranslated French Loan Request

About the Loan

Location:

Sector:

Activity:

Loan Use:

Repayment Term:
Repayment Schedule:
Currency Exchange Loss:
Default Protection:

Agoe, Togo
Food
Food Production/Sales
Achat des bals de friperie
14 months (more info)
Monthly
Possible
Covered

Cette dame est veuve et a 03 enfants a sa charge. Pour subvenir auxbesoins de sa
famille, elle vend depuis 1998 dans le marché d’Assiyéyé a Lomé des friperies. Elle
livre aussi ces vétements a des clients a domicile. Pour nenouveler son stock qui
épuise, elle sollicite un credit de WAGES pour acheter 06 bals de vétements de toute
sorte. Elle a une clientéle qui lui est fidele.

ILEEN Subscribe

The figure presents a loan request that was written and posted in French. The request’s full
web page, including also the amount requested and information about the MFI, can be viewed
at http://www.kiva.org/lend/129732.

30


http://www.kiva.org/lend/129732

Figure 3: Time Series of Incoming Requests - Calculated Daily

All Languages Original Language — English
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The figure presents the time series of incoming requests posted on any given day from August
15, 2009 - October 17, 2009. The figures correspond to the foreign languages include the number
of requests posted in the original foreign language (untranslated) and in English (translated).
The sharp jumps observed in the number of new requests on the first day of each month are
driven by requests that were submitted to Kiva earlier, but whose posting were postponed due
to the funding MFI’s borrowing limit.
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Figure 4: # New Daily Requests / # New Weekly Requests

Original Language — Spanish
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The figure presents the share of new requests that were posted in any given day by language
and treatment as a percentage of the total number of new requests by language and treatment
that were posted in the same week. The time period presented is August 15, 2009 - October
17, 2009. The observation that the ratios do not differ dramatically between treatment and
control groups within a language demonstrates that the timing of posting new requests exhibit
similar patterns in the treatment and control groups.
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Figure 5: Treatment Intensity by the Original Language
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The figure presents smoothed time series of the treatment intensity for existing requests in
each language. The treatment intensity in a given day and a foreign language is defined as the
ratio between the number of active translated loan requests that were originally written in that
foreign language and the total number of active requests originally written in that language.
The figure spans form the beginning of the experiment on August 15, 2009 to November 18,
2009, the last day requests posted throughout the experiment could have still been funded and
though were active. The figure demonstrates that the treatment intensity fluctuated during
that time period. The bandwidth used is 0.1.
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Figure 6: Kincaid Readability Indices

Density

— — — English - ————- Trans. Spanish
Trans. French

The figure presents the distribution of Kincaid readability index for requests that were posted
in English. The value of the Kincaid index of a passage equals to 0.39 * (Avg. Words per
Sentence) + 11.8* (Avg. Syllables per Sentence) - 15.59. A separate kernel is drawn based
on a request’s original language. The value of the Kincaid index reflects the mean number of
years of education required to understand the lender’s biography included in the loan request.
The figure demonstrates that the values of the Kincaid index of requests that were originally
written in Spanish and French have similar distributions. Furthermore, the mean values of the
index for English, Spanish and French requests are 8.41, 8.81 and 9.07, respectively. Notably,
while the mean value of English requests is significantly different from the mean values of
Spanish and French requests at the 1% level, the hypothesis that the mean values of Spanish
and French requests are the same cannot be rejected.
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