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Preface

It is a pleasure to write a new preface to The Analysis of Household Surveys on its 
twentieth birthday. It would be better still if this were a preface to a new edi-
tion, and I hope that one day I shall write it. In the meantime, I hope that this 
Preface might be a guide to a new reader, by labeling those parts of the book 
that seem still relevant, as well as those that would be leading candidates for 
revision or updating.

The origins of the book go back to the early days of the Living Standards 
Measurement Study (LSMS), which was set up in the World Bank around 1980. 
As its name suggests, the original idea was to promote household surveys that 
would enable the better measurement of poverty and of living standards 
around the world, something that was difficult to do with the data then avail-
able. As time went on, and people came and went, the LSMS surveys evolved 
into multi-purpose tools that would permit not only measurement, but also 
analysis, permitting a better understanding of how people’s lives work, what 
makes them tick, and why they are as well off or as poorly off as they are. Hence 
“the analysis” of household surveys, not just the measurement of income, or 
consumption, or wellbeing. In the original conception, there were to be a series 
of volumes on different specific topics, with this volume being more general, 
though with examples of topics that could be covered using the approach.

Today, it is hard even to remember how relatively uncommon the analysis of 
individual household records was. Although there had been important very 
early studies, including the 1955 book on family budgets by Sigbert Prais and 
Hendrik Houthakker—which legend has it was the first economic analysis to 
use an electronic computer—and although micro analysis figured in some of 
the early textbooks, most economists were trained in econometric methods 
that explicitly or implicitly focused on aggregate time series. So there was a lot 
of important and survey-relevant material that remained uncovered. Students 
who had completed their econometrics courses and turned to household sur-
vey data found much that puzzled them. 

Perhaps the most obvious gap in standard economics training was then (as 
it largely still is today) the topic of survey design, and how survey design should 
(if at all) be incorporated into analysis. Survey data come with “weights,” related 
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to survey design (for example, they might be the reciprocals of the probabilities 
of selection), and many generations of economists have had to wonder for 
themselves what should be done with them. Of course, this is standard material 
for survey design statisticians, but those who design surveys do not work in the 
same way economists do and sometimes have different ways of thinking and 
different objectives. So, when I started writing the book, I wanted to try to 
understand these issues better for myself, so I went back to the survey litera-
ture, and wrote up what I found. Chapter 1 is still one of the few treatments of 
survey design from an economics perspective. One important change is that, at 
around the time I was writing, STATA introduced a full suite of survey-design-
based econometric software, so it is no longer necessary for analysts to do what 
I had to do, and write my own code. 

Thinking about survey design forces the analyst to confront the difference 
between sample and population, and to think seriously about the population 
to which the analysis is supposed to apply. For survey samplers, the aim is often 
the estimation of some characteristic of a finite population, such as the median 
consumption of Indian families in 2015, something that could be known with 
certainty from a census, a complete listing of the population. Is this the right 
way of thinking about a regression analysis? Or should we consider some pos-
sible super population, of which the current population is but one possible 
realization. These issues are important, and are rarely considered. As an exam-
ple, even today papers in economics and in health routinely publish standard 
errors of means calculated from complete enumerations, such as mortality 
rates.

In the same spirit, Chapter 2 was designed as a bridge from what is taught 
in an econometrics course and what applied economists will find when they 
confront microeconomic data. For several years, I used this chapter to teach a 
course at Princeton that helped prepare applied students in labor and develop-
ment. When econometrics is taught by specialists, which has the huge advan-
tage of providing an overarching statistical framework, it is often useful to work 
through some of the nitty-gritty issues of practice that are not conceptually 
interesting, but can make the difference between convincing and unconvinc-
ing results. Sometimes this takes the form of warnings, that technical fixes 
rarely fix anything by themselves, and that techniques, such as panel data 
methods, which can work magic in ideal conditions, can be undermined by 
imperfections of various kinds, particularly measurement error. 

If I were rewriting Chapter 2 today, I would be even more skeptical. As I 
taught the material over the years, it became clear that many of the uses of 
instrumental variables and natural experiments that had seemed so compel-
ling at first lost a good deal of their luster with time. One problem is the reliance 
of instrumental variables on exclusion restrictions. The orthogonality of instru-
ments to the error term requires that they be uncorrelated with omitted vari-
ables so that, when we are interested in the effect of x on y, and z is an 
instrument, then z can only affect y through its effect on x, and not through any 
other mechanism. This often seems plausible when an instrument is first 
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proposed, but over time, other researchers, or other facts, can make the story 
much less plausible. There is no general rule here, and some of the studies 
using natural experiments and instruments have worn well, but that is more 
the exception than the rule. 

Twenty years later, I now find myself very much more skeptical about instru-
ments in almost any situation. I should also note a mea culpa: the late Tony 
Atkinson, in his pre-publication review of the book, had noted that instrumen-
tal variables hardly ever worked. I should have paid more attention to his views.

Natural experiments are a form of instrumental variables. They often give a 
clean answer, eliminating effects that otherwise would cloud the analysis. Yet 
the “clean” answer is not always the answer that we want for policy or under-
standing. This is one aspect of the familiar trade-off between internal and 
external validity; a natural experiment is like a laboratory experiment where 
many factors are held constant, but where we have little idea whether the 
effect will be replicated in settings that may be more relevant for policy. 
Of  course, a good laboratory experiment tries to isolate some fundamental 
mechanism that will always be present, even when modified, but such experi-
ments require more theory and background knowledge than is usually present 
in natural experiments in economics. Occasionally such experiments look more 
like anecdotes than analysis.

If I were writing the book today, there would be a new chapter on random-
ized controlled trials (RCTs).1 Two decades ago I, like most economists, thought 
that if only we could do RCTs, life would be straightforward; we could dis-
cover the laws of behavior, understand poverty, and eliminate it. And indeed, 
one of the major developments in applied microeconomics in the last 20 years 
has been the widespread use of RCTs, particularly in economic development. 

As always, the practice has brought useful experience with its complement 
of successes and failures. RCTs often yield new insights and unexpected find-
ings. Yet they also have more problems than we anticipated, both in theory and 
practice. They are not magic tools, any more than panel data or instrumental 
variables were magic tools. Indeed, once upon a time, economists thought of 
linear regression as a magic tool, and the history of econometrics teaching has 
been one in which the great enthusiasm of the early days gave way to a sadder 
catalog of regression diseases and diagnostics. The same is happening and will 
continue to happen with RCTs although for sure, and like regressions, they are 
likely to remain useful tools. But statistical inference with RCTs is much more 
difficult than it at first appears, causality can rarely be firmly established, 
the  influence of omitted variables is not magically erased by randomization, 
and the lack of blinding—usually impossible in economics—can undermine 
estimation in the same way that failure of exclusion restrictions undermines 

1. �F or readers interested in what such a chapter would look like, a good account can be found in 
my 2018 paper with Nancy Cartwright in Social Science and Medicine, Vol. 210, pp. 2–21: 
“Understanding and Misunderstanding Randomized Controlled Trials,” https://doi.org/10.1016/j​
.socscimed.2017.12.005.

https://doi.org/10.1016/j.socscimed.2017.12.005
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instrumental variable estimation. And, as is widely understood, but often for-
gotten, the fact that some mechanism works in one place is no guarantee that 
it works anywhere else. RCTs cannot, by themselves, support a program of 
unconditional discovery of “what works.” 

In the introduction to the book, I speculate about what can be done in the 
absence of experiments. While I am now more skeptical about what can be 
done with experiments, I continue to believe in what I wrote then. The trick is 
to use the data to tell us something that we didn’t know before, and that can 
help us change our minds, or see things differently. Sometimes this can be 
done from simple descriptive statistics; that Indian per capita calorie consump-
tion was falling during a period of rapid economic growth was an important 
finding in and of itself, and suggested a whole program of enquiry. That almost 
half of all children in India were severely malnourished was a finding that then 
Prime Minister Manmohan Singh described as “a national shame.” Such 
straightforward descriptions can have huge effects on policy, as can correla-
tions and regressions. 

Causal testing can also be supported in the same way through what philoso-
phers call the “hypothetico deductive method.” Given a hypothesis or an idea, 
the key is to develop and work it to the point where its implications can be 
transparently checked on the data. Sometimes, this will take an RCT, but if we 
are clever and diligent enough, it can often be tested by looking at old data in 
new ways, from a mean, a median, or a cross-tabulation. The analytical work 
goes into the drawing out of implications from the hypothesis, not into deriv-
ing complex econometric methods or technical fixes.

Chapters 3 through 6 are more substantive, though all use econometric 
methods to generate their findings. All of them could be updated with new 
results, and in some cases (such as the model of quality choice in Chapter 5), 
I  would modify or be more skeptical about the underlying assumptions. But 
I  believe that these chapters—as well as the STATA code that comes at the 
end—serve their original purpose of providing worked examples of the sort of 
analysis that survey data are suited to.

The book has been widely used since 1997, it is frequently cited, and it has 
been downloaded from the Bank’s website nearly 34,000 times. I am delighted 
that it will now be back in print for those who would like to have a “real” copy 
on their “real” desktops.

Angus Deaton
Princeton, December 2018
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