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About Us

POVERTY ACTION

IFMRLEADs a non-profit researchorganization,
based in Chennai, conducting high-quality
scalable action research and outreach in
developmenteconomicsandfinance

ABDUL LATIF JAMEEL

Poverty Action Lab s*&‘

TRANSLATING RESEARCH INTO ACTION
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What We Do

1. We create high quality evidence.
2. We help turn that evidence into better programs and policies for the poor.

Design & Evaluate Mabillize & Support
potential solutions to decision-makers
poverty problems to use evidence

Better

Ineffective

Programs &
Policles

Programs &

= EES

¥

WASTED MONEY, ENDURING POVERTY MORE EVIDENCE, LESS POVERTY

THE PROBLEM
OUR SOLUTION
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How are we different?

JPAL and IPA focus exclusively on Randomis
Control Trials.

Research projects at IFMR employ more
diverse methodologies.
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Institutional
Capacity

Evaluated more than 200
potential solutions to _
poverty problems in Ahmedabad

collaboration with leading

economists from across the Satara
globe.

Calcutta

Our local presence across
the country where we have
established offices allows us
to develop a sustainable
long-term view for evidence

based policy.

Hyderabad
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IFMR Agricultural Projects

Soilfertility management Agricultural Technology Andre Butler (IFMRAprajit Mahajan Uttar Pradesh
AdoptionInitiative (Berkeley)

Agricultural mechanization and Leveraging Agriculture for  Andre Butler (IFMRAprajitMahajan Tamil Nadu

labourmarkets Nutrition in South Asia (Berkeley)

AgriculturalFinance National Stock Exchange  Andre Butler (IFMREamilleBoudot(IFMR) Pan India

Documentingadoption of CGIAR Andre Butler (IFMR¥amilleBoudot(IFMR), Gangetic Plains

conservation agriculture UrsSchulthes¢CIMMYT)

Mobile Cash Transfers for InternationalGrowthCenter GiorgiaBarboni(Trinity College Dublin), Dr. Ab Northern

Agricultural Communities (IGC) SonchoyParulAgarwal(IFMR) Bangladesh

Mobile Phone Extension Service Australian Agency for Shawn Cole (Harvard)jleshFernando Gujarat
International Development (Harvard), Jessid&allack(IFMR)

Weather Insurance International Initiative for Miguel Robles (IFPRI) Madhya Pradesh
Impact Evaluations (3ie)

Weather Insurance International Growth Centre Mark RosenzweigYale) MushfiqgMobarak Tamil Nadu,
(IGC) (Yale) Andhra Pradesh

and Uttar Pradesh
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Finance and Poverty

THE DISTRIBUTIVE CONSEQUENCES OF

DO RURAL BANKS MATTER? SOCIAL BANKING

Burgess &ande(2003) Kocharn(2011)

1. Indian rural branch expansion program 1. Indian rural branch expansion program
significantly lowered rural poverty. significantly lowered rural poverty but

. Increased income inequality
2. Increased noragricultural output.
2. Targeted agricultural lending had no

significant effect on income



Are agricultural technologies profitable?

Seeds High Yielding Varieties accounted for over 45% of growth in food production across Asia
between 19862000 (Gollin2003a)

DOUBLEBLIND FIELD EXPERIMENT IN TANZAN&&ebo profitability of a improved cowpea variety
(Bulteet al. 2014)

Fertiliser Evidence from randomised field trials in Kenya and Mali, for maize and rice respectively,
show improvements in yields ranging from-@8%(Beamaret al. 2013Dufloet al. 2008)

irrigation: Review of 69 studies evaluating improved technologies (crop management, fertiliser, seeds,
pesticides) suggests profitability hinges on use of irrigatiafis & orr, 2014)

Mechanisation Transplanting machinery in the Ind@angetic Plains increased rice yields by 27.3%
and 50% compared to manual transplanting and direct seeding respectsalyaet al 2014)

Optimal crop management combining the above critical inputs clearly has the potential to
dramatically improve yields.
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Constraints to adoption

Why are rates of adoption so stubbornly low despite evidence of high returns?
1. Information and learning barriergcole & Fernando 2012; ConleyJgiry 2010;Munshi2004)

2. Behavioural biaSGfDufloet al. 2011 Gine& Yang 200%arlanet al. 2012)
3. Market falluresack 2011; Suri 2011)
4. Liquidity constraintsBeamaret al. 2014)

Alleviating liquidity constraints can promote technology adoption via two main channels:
1. Enabling productive investment in inputs previously deemed unaffordable

2. Providing the option to smooth consumption thereby increasing willingness to take
risks



ODbjective

How does improved access to formal finance influence investment and
production strategies in agriculture?
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1990present

LY RALF Q& OA I ¢

Inclusion Agend

198090

Branch licensi
nch licensing policies in 1990

setting targets based on Special Agricultural Credit Plan in
rural population per bank 2004

branch ratio

policies abandoned

Interest Subvention Scheme in 2006

Agricultural Debt Waiver and Debit
Relief Scheme in 2008

Direct finance to
agriculture as a proportion
of outstanding credit

1977 marked the beginning
of the branch expansion

program withthe Intearated rural YanDhanYojanan 2014 to open bank
WSYuAut SYSya 7T3ad oﬁﬁt\ehtﬁrogram accounts
Regional Rural Banks (RRB)  gix additional banks were
. _ formed nationalized in 1980
The Indian Formation of NABARD

I320SNYYSyidQa
intervention in credit
markets began with the
nationalization of 14
private sector banks in
1969.

Banks were compelled to

extend 1/3 of their

outstanding credit to the
GLINAR2NRAGE aSOG2NE




30,000 rural bank branches opened 158 Billion Rupees of additional credit to agriculture
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Instrumental Variables

Banks are likely to select the most productive borrowers in the beste@gnatic regions

x Selection BiasA joint dependence on the observed amount of outstanding credit, investment in
inputs, and productivity

How to disentangle supply and demand so as to correctly estimate the impact of increased
banking infrastructure on agricultural outcomes?

x Instrumental VariableY 9 &A0AYlF GAY 3 (GKS adzllll @ 2F ONBRAUO AYRS
affects supply but is uncorrelated with demand.

Social Banking Policies of the 1980s were used by the Central Government to independently
guide branch expansion and targeted lending to priority sectors irrespective of demand
factors.
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Data

District level panel dataset covering 286 districts across 19
Indian States annually from 1982 to 1987

Agricultural inputs and production, agexological
indicators, rural economy, demographics

Rural bank branches and targeted finance to agriculture 53“}: Rasoive Bank ot lidla

india’s Central Bank
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Branch Licensing Policies

Leading policy for banking infrastructure expansion during the 1980s

Objective was to direct resources towards previously neglected districts identified based on a
target rural population per bank branch ratio

BLP 1 19791981 20,000 people/rural bank branch
BLP 2 19821985 17,000 people/rural bank branch
BLP 3 19851990 17,000 people/rural bank branch

SAAUNROGAE 020S GKS ALISOATASR GKNBaK2f R 6SNE
expansion program. Compliance was monitored at the end of every period and all districts were
re-classified based on updated information.
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Banking Infrastructure 198987




