
       



       

    

    



            

               

              

               

             

             

              

           

             

             

           

              

             

     

             
                 
                
                
              
               
   

       
       
            
     





 

            

          

              

               



            

                

             

               

            

            

         

              

              

           

                

            

         

            

           

            

                

            

   

             

               

              

                





           

                

           

               

           

          

           

            

            

               

              

               

           

           

              

   

             

             

               

             

      

               

            

               

                

               

            

                 
                 

               
                 
     





                 

            

               

             

  

               

            

              

 

              

             

             

             

               

               

      

    

  

             

               

               

            

             

                

                 

             

               

                





        

            

              

               

              

                

                 

             

           

             

  

           

            

              

   

  

            

              

          

              

            

             

           

               

               


             

                  
               
            





             

               

       

            

            

             

             

            

                

              

             

            

                

             

              

              

      

              

              

                

              

                

           

                

               

              

             

                  
                     
                  
          





   

               

           

              

             

              

              

              

                 

              

      

                

             

                   

           

               

              

              

            

 

               
                
                   
               
                  
                
  

               
                   
                 
                 
    

                






            

              

              

            

              



           

                

             

                   



      

           

              

            

               

                

            

               

               

             

                 

               

           

          

          





      

             

               

                 

                

                

           

                 

                  

              



                 

               

              

                  

                  

                  

           

               

               

                

       

      

  

              

            

     

      

 


  


       





               

   

   

                  

                

               

                

       

          

               

                  

           

  



             

          

            

  

   

         



   

  


  

              

      

         

                 

  

                

             

              





           

 

                

              

          

            

             



  

                 

                   

              

              

                

               

               

   

           

                

             

                

              

              

             

                 

             

           

                

      

                





            

              

                   

                

              

             

           

   

                  

     

      

              

              

        

             



              

    

          

            

              

 





   

     

              

            

              

             

             

             

        

       

                  

                

   

              

                

                

              

                

                

      

           

               

             

               

    

                 
                  
                
     





 

               

             

            

           

            

              

             

              

              

              

              

               

                  



             

            

               

 

              

           

              

              

               

               

              

             





        

               

                

            

          

            

            

               

              

          

              

            

             

                

              

            

              

              

             

                

            

             

             

             

            

             

             

             

                  

   





                

      

     

              

               

              

          

                 

  

                 

 

    

      

                

               

              

              

             

                

             

          

              

              

               

                 





               

              

                

                 

   

               

             

              

                 

                

                 

                 

               



         

           

             

                

                  

             

             

             

                

              

            

               

                 
               
     
              





              

              

            

            

            

           

              

              

                

           

                

            

             

     

           

       

         

                

              

                  

               

           

                 

  

              

                     
               
             





                 

             

                

              

                 

            

                

             

             

      

                

              

           

                

              

                

            

                

              

           

               

            

             

                 

              

             

                

              

               





             

                  

               

            

               

             

              

              

               

               

             

          

                

           

             

               

             

                

             

              

             

     

     

              

              

               

          

              

                





            

               

 

             

               

               

             

                

                

               

                

         

             

               

               

                 

                

                

            

   

 

             

           

                  

              

           

             

              





            

             

              

             

                 

                

               

           

               

             

                

                

      

          

             

              

             

            

              

            

              







           

    

             

 

            

       

           

 

               

 

           

   

            

         

             

           

          

      

            

       

              

            







       



            

        

          

              

           

 

            

           







  

         



  

              

             

                

               

             

            

        

                

            

            

                   

                 

                

                

       

            

            

              

                 

                 

                  

               

   

                





                  

                

           

            

       

          



           

               



 

             

              

              

             

              

         

        

           

             

                

              

              

           

            

                 

         

            

   





 

             

              

              

                  

                   

         

             

 

             

        





(1) (2) (3) (4) (5)

Population 

(census)

Avg debt 

outstanding (Rs)

Businesses per 

capita

Per capita 

expenditure 

(Rs/mo)

Literacy

Treatment -16.258 -4891.596 -0.014 24.777 0.002

[31.091] [6048.984] [0.035] [35.694] [0.018]

Control Mean 316.564 50430.009 0.299 981.315 0.68

Control Std Dev 162.89 41760.501 0.152 163.19 0.094

N 104 104 104 104 104

(1) (2) (3) (4) (5) (6) (7)

Spouse is literate Spouse works for a 

wage

Adult equivalents Prime-aged 

women (18-45)

Old businesses 

owned

Own land in 

Hyderabad

Own land in 

village

Treatment -0.001 -0.013 -0.01 -0.021 0.002 -0.002 0.005

[0.027] [0.026] [0.066] [0.028] [0.022] [0.007] [0.028]

Control Mean 0.544 0.226 4.686 1.456 0.306 0.061 0.195

Control Std Dev 0.498 0.418 1.781 0.82 0.461 0.239 0.396

N 6133 6223 6821 6856 6733 6824 6813

Table 1: Treatment-Control balance

Note: Cluster-robust standard errors in brackets. Results are weighted to account for oversampling of Spandana borrowers. "Spouse" is the wife of the 

household head, if the head is male, or the household head if female. An old business is a business started at least 1 year before the survey. * means 

statistically significant at 10%, ** means statistically significant at 5%, *** means statistically significant at 1%.

Panel A: Slum-level characteristics (baseline)

Panel B: Household-level characteristics (followup sample)



(1) (2) (3) (4)

Spandana Any MFI Spandana 

borrowing (Rs.)

MFI borrowing 

(Rs.)
b/se b/se b/se b/se

Treatment 0.133*** 0.083*** 1408.018*** 1257.368***

[0.023] [0.030] [260.544] [473.802]

Control Mean 0.053 0.187 603.377 2421.505

Control Std Dev 0.224 0.39 2865.088 6709.473

N 6651 6651 6651 6651

Table 2: First stage

Note: Cluster-robust standard errors in brackets. Results are weighted to account for oversampling 

of Spandana borrowers. * means statistically significant at 10%, ** means statistically significant 

at 5%, *** means statistically significant at 1%.



All households

(1) (2) (3) (4) (5)

New 

businesses

Profit Inputs Revenues Employees

Treatment 0.017** 4809.835** 2089.988 6899.823 -0.028

[0.008] [2032.781] [4641.245] [4925.634] [0.084]

Control Mean 0.053 1703.821 13006.159 14709.98 0.384

Control Std Dev 0.25 55195.7 59056.7 55860.0 1.656

N 6756 2365 2365 2365 2365

Table 3: Impacts on business creation and business outcomes

Business owners

Note: Cluster-robust standard errors in brackets. Profits, inputs and revenues are monthly, 

measured in Rs. Results are weighted to account for oversampling of Spandana borrowers. 

* means statistically significant at 10%, ** means statistically significant at 5%, *** means 

statistically significant at 1%.



(1) (2) (3) (4) (5)

Total PCE Nondurable 

PCE

Durable PCE Durables used in 

a business

"Temptation 

goods"

Treatment 37.375 17.723 22.300* 6.790* -8.999*

[46.221] [40.686] [11.680] [3.488] [5.169]

Control Mean 1419.229 1304.786 116.174 5.335 83.88

Control Std Dev 978.299 852.4 332.563 89.524 130.213

N 6821 6775 6775 6817 6857

Table 4: Impacts on monthly household expenditure (Rs per capita)

Note: Cluster-robust standard errors in brackets. "Temptation goods" include alcohol, tobacco, gambling, 

and food and tea outside the home. Durables include assets for household or business use. Results are 

weighted to account for oversampling of Spandana borrowers. * means statistically significant at 10%, ** 

means statistically significant at 5%, *** means statistically significant at 1%.



Old business 

owners

High-business 

propensity

Low-business 

propensity P value: (1)=(3) P value: (2)=(3)

(1) (2) (3)

Total PCE (Rs/mo) 1,479.56 1,430.31 1,347.56 0.014 0.011

Nondurable PCE (Rs/mo) 1,335.57 1,336.81 1,237.32 0.006 0.051

Number of control HHs 979 2,571 1,525

Table 5: Expenditure for control households, by business status

Note: P-values computed using cluster-robust standard errors. Old business owners are those who own a business started at 

least 1 year before the survey. High-business propensity households are those (who did not have a business 1 year before the 

survey) with median or above predicted propensity to start a new business; low-business propensity households are those with 

below-median propensity who did not have a business 1 year before the survey. New business propensity estimated using 

spouse's literacy, spouse working for a wage, number of prime-aged women, and land ownership. PCE is per capital 

expenditure (Rs per month). Nondurable PCE excludes purchases of home and business durable assets.

Did not have a business 1 yr ago



(1) (2) (3) (4) (5)

Borrows from any 

MFI

Started new business Durable expenditure Nondurable 

expenditure

"Temptation goods"

Main effects

-0.0053004 0.039 20.71 282.37*** -15.83**

[0.0338] [.0189] [18.68] [61.54] [7.73]

Any old biz 0.121*** 0.034 63.52 269.33*** -3.22

[0.0377] [.0147]** [17.77]*** [57.12] [8.26]

Interaction with treatment

Any old biz 0.085* 0.011 55.42** 65.12 -13.4

[0.0464] [.012] [26.18] [49.09] [8.75]

No old biz 0.0959** -0.027 -36.32 212.41** 25.56**

[0.0465] [.020] [23.25] [100.52] [11.39]

New biz propensity -0.0176 0.048** 54.93** -258.49** -39.85***

[0.0473] [.024] [29.50] [102.22] [12.98]

Control mean of LHS var 0.187 0.053 116.174 1,304.79 85.079

Control Std Dev 0.39 0.25 332.563 852.40 130.751

N 5991 6733 6136 6136 6100

Table 6: Effects by business status: borrowing and expenditure

Monthly PCE

New biz propensity (no old 

biz)

Note: New business propensity estimated using spouse's literacy, spouse working for a wage, number of prime-aged women, and land 

ownership (HHs with missing predictors dropped). New business propensity scaled to equal one at 75th percentile. "Temptation goods" 

include alcohol, tobacco, pan, gambling, and food and tea outside the home. Durables include assets for household or business use. Cluster-

robust standard errors in brackets bootstrapped to account for generated regressor; regressions are weigted to account for oversampling of 

Spandana borrowers. * means statistically significant at 10%, ** means statistically significant at 5%, *** means statistically significant at 

1%.



95th quantile regression Median regression

(1) (2) (3) (4) (4)

Profits Drop businesses with 

zero inputs or zero 

income

Drop businesses with 

inputs>10x biz income, or 

inputs<.10x biz income

Drop businesses with 

inputs>10x biz income, or 

inputs<.10x biz income

Drop businesses with 

inputs>10x biz income, or 

inputs<.10x biz income

Treatment effect 5,386.906** 3,059.243** 2,783.215** 6,190*** 114

[2,248.648] [1,501.998] [1,401.219] [2,359] [244]

Control mean for existing 

businesses 776.161 1,947.90 1,660.74

95th percentile in 

treatment is Rs. 13,250

Median in treatment is 

Rs. 1,893

Control Std Dev 56960.961 26,426.04 27,476.15

N 2014 1821 1568 1568 1568

OLS

Table 7: Business effects on existing business owners

Note: Existing businesses are those started at least 1 year prior to the survey. Cluster-robust standard errors in brackets bootstrapped to account for generated regressor; 

regressions weigted to account for oversampling of Spandana borrowers. * means statistically significant at 10%, ** means statistically significant at 5%, *** means 

statistically significant at 1%.



Health: HHs 

w/ kids 0-18

(1) (2) (3) (4) (5) (6) (7)

Woman 

makes 

spending 

decisions

Woman 

makes 

nonfood 

spending 

decisions

Health 

expenditure  

(Rs per 

capita/mo)

Child's 

major 

illness

Kids in 

school

Girls in 

school (HHs 

w/ girls 5-

18)

Educ. 

Expenditure 

(Rs per 

capita/mo)

Treatment 0.000 -0.001 -2.608 -0.001 -0.028 -0.043 5.017

[0.011] [0.014] [12.431] [0.024] [0.036] [0.035] [12.300]

Control Mean 0.930 0.901 140.253 0.241 1.42 0.72 145.945

Control Std Dev 0.255 0.299 455.74 0.539 1.251 0.882 240.594

N 6849 6849 6821 5123 5439 4058 5409

Note: Cluster-robust standard errors in brackets. Decisions include household spending, investment, savings, and 

education. Health expenditure includes medical and cleaning products spending. Educational expenditure includes tuition, 

school fees and uniforms. Results are weighted to account for oversampling of Spandana borrowers. * means statistically 

significant at 10%, ** means statistically significant at 5%, *** means statistically significant at 1%.

Table 8: Treatment effects on empowerment, health, eduction

Women's empowerment: All 

households

Education: Households with children 5-

18



Head's spouse is literate 0.013

(0.014)

Spouse works for wage -0.046***

(0.016)

Number prime-aged women 0.012

(0.009)

Own land in Hyderabad 0.021

(0.032)

Own land in village -0.017

(0.017)

Constant 0.059***

(0.017)

N 2134

r2 0.006

Table 9: Predicting business propensity

Household opened 

new business

Note: Regression estimated using treatment-area households who 

did not own a business one year prior to the survey. "Spouse" is the 

wife of the household head, if the head is male, or the household 

head if female. * means statistically significant at 10%, ** means 

statistically significant at 5%, *** means statistically significant at 

1%.



Figure 1a: No MFI, non-entrepreneur
(low y1 or low )
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Figure 1b: No MFI, entrepreneur
(high y1 or high )
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Figure 2: MFI enters: 
2 households w/o existing business
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2) [Household 2, doesn’t start business]

Because of the nonconvexity (fixed cost) associated with starting a new business, 2
households who differ only slightly in their discount factor could make very different
Use of an MFI loan.



Figure 3: MFI enters: 
household w/ existing business
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A household that has already paid the fixed cost of starting a business will see both
investment and consumption increase when MFI loans become available.


