First a couple of minor questions about principles you outlined in your writeups. Why "do no harm" - isn't there a tension between this principle (#1 in your writeup) and principle #3 in your writeup, which says to focus on the expected outcome without worrying about risks?

When I think about potential harms, I'm largely thinking about things that can't be quantified. In theory it would be fine to risk potential harm if I were confident that this were outweighed by benefits, for a great net expected benefit. But to maximize expected benefit, I prefer to stay away from projects with significant unquantifiable potential harms.

You stated that you ruled out microfinance, cash transfers, and education (Pratham) because you were looking for the maximal expected impact. Why do you feel that these sectors could be ruled out?

When I approached the problem I was thinking that if I want to put my money where I expect it to have the biggest potential impact, then I want to do health. Saving lives should be the first priority if that can be done cost-effectively, because there's no greater benefit to a person.

What about the argument that if you bring about economic empowerment for a person, they can then choose to spend those resources on life-saving medicine (for themselves, friends or family) or on something else they'd rather have, and thus that the impact is greater than simply providing them with health services?

Most economic empowerment and education programs I'm aware of are essentially targeting middle income people, not the very poorest of the poor.

I believe that cash transfer programs sometimes target the poorest of the poor.

That may be true. However there is also the issue of access. I believe that many of the people who are missing out on life-saving health services lack access to these services, not just funds for them.

You seem optimistic that Living Goods can be sustainable over the long run, yet skeptical that VillageReach can be. It seems like part of what you're going off is that VillageReach has already stumbled once in achieving sustainability. Yet I would look at this a different way: I would say that the chances of achieving sustainability are always low. So someone who has stumbled once, but has learned something and gotten better buy-in than before from the government, has at least as good a shot as someone who is basically taking their first try at sustainability. What do you think of that argument?

I think it's a reasonable argument. The issue for me is more that upside is higher with Living Goods because it's trying to create a market, not just be "sustainable" in the sense of getting government and other donors to take over funding. If you're looking for a less risky investment, VillageReach may make more sense, but if you take a venture capitalist approach and are looking for something with potentially huge upside, Living Goods makes more sense.

I think that's a reasonable analogy, but to extend it - as an individual donor I don't want to do what venture capitalists do, I want to do something closer to what investors in publicly traded stocks do. If I wanted to make a venture-capital-style bet I'd need a venture-capital-level of familiarity with the sector and the organization and the people, and I don't have that - so doesn't that point to staying away from that type of investment?

Living Goods has made a commitment to rigorous evaluation through its partnership with J-PAL. This to me is a good signal of its value that takes away the need for me to have intimate knowledge of the situation. J-PAL's choice to work with it reflects due diligence on J-PAL's part that I can leverage. If Living Goods were a small local group with no connections to trusted brands, it would be a different matter.

I agree with that, but that brings up the other key question of room for more funding. If I saw that a big-name venture capitalist was investing in company X, I might conclude that this was a good investment, but then my fear about the quality of the company would be replaced by a fear that there was no more equity available at that price. Similarly, J-PAL's partnership with Living Goods might signal that this is a good investment, but it could also bring with it a high enough profile so that Living Goods doesn't need more money.

I agree that this is a concern. Though it is also an issue with VillageReach, which has gotten money from big-name donors such as the Gates Foundation. They might tell you that they'll do X with your donation, but due to the issue of fungibility, you can't be sure that that's the case.

The way we do room for more funding analysis tries to take this into account. We don't ask "what will you do with our funds?" but rather "What activities would you carry out at different levels of total revenue for the organization?" We're looking at what revenue VillageReach projected without our help, whether that was in line with past revenue, and what additional projects they said they could take on if revenue were higher, and we were happy with those projects.

But you didn't do that same analysis for Living Goods. As I said in my writeup, I felt there was not enough information provided on charities that are not top-rated, and that includes Living Goods.

That's right. It's a lot of effort to do this kind of analysis, so we do it only where we think the organization is extremely promising. We didn't feel that way about Living Goods, but you did, and we see your argument.

One issue is that we didn't put as high a value as you did on the fact that they are aiming for sustainability. We have looked for examples of nonprofit successes in sustainability terms; we haven't found strong examples, and we have found claims by William Easterly / Michael Kremer that there essentially are no examples, though these are just claims (i.e., there's no support along the lines of "I looked for examples using method X"). Do you know of examples where nonprofits have achieved sustainability?

Depends on exactly what that means. Does it mean creating a new market altogether, or just running a program whose costs fall significantly after the startup years?

I'm asking about examples of past successes at the broad sort of thing Living Goods is trying to do - so probably the first thing you said.

Well with Living Goods I'm not necessarily hoping for 100% sustainability - perhaps some subsidies will be needed over time, but much smaller than the current costs.

As far as past examples of nonprofits achieving this sort of thing, I don't know of any. There are probably examples, but I think if there were any really vivid or huge ones, I would have heard about them. The obvious question for any smaller-scale success story would be why it didn't expand further.

So given that track record, isn't it appropriately to heavily discount the fact that a project is aiming for sustainability? 

But have you seen past examples of the Living Goods approach of trying to create a market based on door-to-door sales?

Not past examples of that exact attempt. But there is the HealthStore Foundation, where the founder of Living Goods worked previously, which tried to accomplish sustainability through shops (not door-to-door sales), and is still aiming for this goal, but at this point they've been around a long time. More broadly, it feels like sustainability has been a goal of development projects for decades - people have probably tried all kinds of things - so the fact that one specific approach hasn’t been tried before doesn't make it too promising to me.

I think it's a good approach that makes sense. It's one that I haven't seen other examples of. And while the distribution model is unproven, the products themselves are proven life-savers. So those are some big advantages that make me think there is a chance this will work. When you put that together with the huge upside and the credibility that comes with the J-PAL partnership, I think it is a good investment.

I do agree with you that there's a good argument for doing more investigation of Living Goods, particularly on room for more funding. Are there other groups that you think deserve the same consideration? How would you find more such groups?

To me the key points are (a) high upside based on the goal of creating a new market and thus self-sustaining change; (b) a credible commitment to evaluation and transparency. (b) also means there is a positive externality: whether the project works or not, hopefully we'll learn something.

For (b), would you say that a partnership with J-PAL (or Innovations for Poverty Action) is the best way to show this? 

Any group that has either done good impact evaluation in the past, or is in the process of working with someone on a credible impact evaluation, would fit the bill.

Are there other groups besides J-PAL and IPA that you consider especially reliable, such that if a group is working with them, you find the commitment to evaluation credible and expect the evaluation to be high quality?

I'm not aware of other groups that have the brand name J-PAL has, but I can send you some persons I think are doing good work in this area.

