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A Further details on contract structure

In this section, we provide two examples for the payment structure under the flexible-
repayment contract, again using an initial asset value of $1,000.

Table A.1: CONTRACT STRUCTURE: FLEXIBLE-REPAYMENT CONTRACT

PAYMENT EXAMPLE 1 PAYMENT EXAMPLE 2
MONTH MFI MFI
OWNERSHIP | RENT OWNERSHIP TOTAL || OWNERSHIP | RENT OWNERSHIP TOTAL
1 90.0% 9.00 25.00 34.00 90% 9.00 100.00 109.00
2 87.5% 8.75 25.00 33.75 80% 8.00 100.00 108.00
3 85.0% 8.50 25.00 33.50 70% 7.00 100.00 107.00
4 82.0% 8.25 25.00 33.25 60% 6.00 100.00 106.00
5 80.0% 8.00 25.00 33.00 50% 5.00 100.00 105.00
6 77 .5% 7.75 25.00 32.75 40% 4.00 100.00 104.00
7 75.0% 7.50 25.00 32.50 30% 3.00 100.00 103.00
8 72.5% 7.25 25.00 32.25 20% 2.00 100.00 102.00
9 70.0% 7.00 25.00 32.00 10% 1.00 100.00 101.00
10 67.5% 6.75 25.00 31.75 . . . .
11 65.0% 6.50 25.00 31.50
12 62.5% 6.25 25.00 31.25
13 60.0% 6.00 25.00 31.00
14 57.5% 5.75 25.00 30.75
15 55.0% 5.50 25.00 30.50
16 52.5% 5.25 25.00 30.25
17 50.0% 5.00 25.00 30.00
18 47 5% 4.75 25.00 29.75 . . . .
TOTAL 123.75 450.00 573.75 45.00 900.00 945.00

Note: This table provides an example of the required payment structure under the flexible-repayment
contract for an asset costing $1,000, where the client has paid $100 to initially purchase 10% of the asset.
A nominal annual rental rate of 12% implies monthly rent of 1% of the asset’s value, which is $100. In
addition to the rent, the client is also obliged to purchase 2.5% of the MFI's ownership share each month,
based on the initial asset value of $1,000, which implies an amount of $25. The two example provide
different potential repayment schedules, based on the client (i) paying the absolute minimum; (ii) paying

more and ending the contract early.

The first example illustrates the absolute minimum repayment requirement for the client,
which is $25 per month. Since the MFI's ownership share decreases more gradually than
it does under the fixed-repayment contract, the cumulative rental payments are higher
than under the comparable fixed-repayment contract. The second example presents a
case where the client repays more than required every month ($100), which results in a
more rapidly decreasing ownership share for the MFI (and lower rental payments), and
the contract ending at the end of the ninth month.

Both contracts were designed to be consistent with locally accepted financial norms.
In modern legal terms, it resembles a ‘hire-purchase’ contract, which shares features
with both ‘rent-to-own’ structures (a more commonly used term in the United States)
as well as lease agreements. The exact difference between these terms is less rele-
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vant in our context, given the informal nature of most microenterprises, which are
often not registered for taxes and do not file standardised accounts. As an exam-
ple of the accounting and tax implications of different contractual features for formal
firms, in an ‘operating lease’ the monthly payment is equivalent to rent and treated
as a standard business expense; in contrast, a ‘financial lease’, which contains an op-
tion for ownership transfer of the asset, is treated like a loan and the lessee can reduce
their taxable income by claiming both interest rate and depreciation expenses. For de-
tails of the nuanced difference between hire-purchase and rent-to-own agreements, see
https://www.investopedia.com/terms/h/hire-purchase.asp.

B Elicitation of behavioural characteristics

In this section, we describe how we implemented behavioural games to measure individ-
ual preferences. Before conducting all activities, participants were informed that, at the
end of the behavioural games session, one of the incentivised activities would be selected
for payment by physically drawing a ball from a bag. Within the selected activity, balls
would be drawn to select the one final question that would be used for payment. As
such, participants were required to answer all questions attentively, because any ques-
tion could have been selected. This method also allowed the use of payment amounts
that were relatively large, with the average payment being three times as large as the
median daily business profits for microenterprises in the sample.

The incentivised measure of risk preferences is based on a certainty equivalent elicita-
tion procedure that involved a series of 30 questions requiring respondents to choose
between a guaranteed amount of money or an uncertain investment option, which had
two possible outcomes: (i) a ‘bad” outcome, with a payoff of zero; or (ii) a ‘good” out-
come, with a payoff of PKR 1,000.?

In the loss aversion elicitation exercise, respondents were offered a series of binary-
outcome investment choices that involved a large positive outcome or a (gradually in-
creasing) negative outcome, which they could accept or reject. If they accepted the
investments and the loss aversion activity was chosen for payment at the end of the
workshop, then a realised loss would be taken out of their guaranteed workshop partic-
ipation fee; as such, this represented a potential real loss.®

In the time preference elicitation activity, individuals were offered a series of choices
between an amount of money paid on the same day as the workshop or (gradually in-

! From a methodological perspective, Charness, Gneezy, and Halladay (2016) show that paying for only
a (randomly selected) subset of all activities is at least as effective as paying for all of them, and can
actually be more effective in terms of helping to avoid wealth effects and hedging within the behavioural
games session.

2 We adapted the measures used by Barr and Packard (2002) and Vieider, Lefebvre, Bouchouicha, Chmura,
Hakimov, Krawczyk, and Martinsson (2015).

3 We adapted the loss aversion measure used by Bartling, Fehr, and Herz (2014).


https://www.investopedia.com/terms/h/hire-purchase.asp

creasing) amounts of money one month from the workshop. The time-preference activity
was also conducted using a ‘far frame’, where money was offered one month forward
versus two months forward.

For all incentivised measures, a simple (unweighted) index was created for the num-
ber of decisions made (for example, the number of rejections of the risky investments,
indicating risk aversion or loss aversion, or the number of rejections of future payment
amounts, indicating a preference for money today). This index was then split into equal-
sized terciles (as close as possible), based on the recommendations of Gelman and Park
(2009).



C Descriptive statistics and randomisation balance

Table A.2: Summary statistics

1) () 3) (4) Normalized
Control Treatment: fixed Treatment: flexible Total difference
Variable Mean/SE Mean/SE Mean/SE Mean/SE 1)-(2) (1)-(3) (2)-(3)
Female 0.06 0.10 0.09 0.08 -0.15 -0.13 0.03
(0.01) (0.02) (0.02) (0.01)
Age 37.10 37.97 38.65 37.90 -0.09 -0.15 -0.07
(0.65) (0.61) (0.67) (0.37)
Household size 6.11 6.35 6.49 6.31 -0.08 -0.16 -0.05
(0.15) (0.21) (0.16) (0.10)
Household earners 191 1.93 2.05 1.96 -0.02 -0.14 -0.10
(0.07) (0.08) (0.07) (0.04)
Distance to MFI office (minutes) 16.14 15.00 14.72 15.29 0.06 0.08 0.02
(1.28) (0.91) (1.00) (0.62)
Runs a rickshaw business 0.20 0.19 0.20 0.19 0.04 0.01 -0.02
(0.03) (0.02) (0.03) (0.01)
Business experience (years) 9.31 9.75 9.78 9.61 -0.06 -0.06 -0.00
(0.49) (0.47) (0.56) (0.29)
Number of businesses managed 122 119 1.25 1.22 0.06 -0.05 -0.11
(0.03) (0.03) (0.03) (0.02)
Business revenue 728.19 734.06 721.17 727.90 -0.01 0.01 0.02
(49.10) (46.93) (49.31) (27.93)
Business profits 234.95 252.10 249.48 245.49 -0.10 -0.09 0.02
(9.97) (10.52) (9.79) (5.84)
Number of employees 0.94 0.85 1.00 0.93 0.06 -0.03 -0.10
(0.11) (0.09) (0.10) (0.06)
Total fixed assets 851.44 943.67 967.15 920.35 -0.06 -0.07 -0.01
(95.51) (97.25) (108.05) (57.83)
Current assets: cash 175.79 193.10 197.03 188.57 -0.06 -0.08 -0.01
(16.40) (17.70) (18.46) (10.11)
Current assets: debt 137.10 116.21 128.07 127.07 0.06 0.02 -0.03
(24.27) (20.66) (25.14) (13.49)
Current assets: inventories 320.43 320.00 311.10 317.25 0.00 0.02 0.02
(40.51) (37.98) (35.86) (22.03)
Wage income 21.74 2597 27.53 25.06 -0.06 -0.09 -0.02
(3.97) (4.37) (4.21) (2.42)
Total household income 345.29 349.23 367.38 353.80 -0.02 -0.10 -0.09
(13.42) (13.36) (13.46) (7.74)
Household consumption expenditure 200.69 219.79 213.75 211.42 -0.16 -0.11 0.05
(7.01) (7.85) (7.50) (4.31)
Household savings 432.10 426.05 470.13 442.40 0.01 -0.04 -0.05
(58.05) (50.46) (61.16) (32.64)
Household loans 37.80 34.50 43.53 38.54 0.04 -0.07 -0.12
(4.65) (4.65) (5.15) (2.78)
Management practices index 0.00 0.03 0.05 0.02 -0.04 -0.06 -0.02
(0.04) (0.05) (0.05) (0.03)
Risk aversion index 21.10 21.88 2193 21.63 -0.09 -0.09 -0.01
(0.57) (0.58) (0.58) (0.33)
Loss aversion index 5.88 6.26 5.95 6.03 -0.15 -0.03 0.12
(0.16) (0.17) (0.17) (0.10)
Math score index 0.00 -0.03 0.01 -0.01 0.05 -0.01 -0.06
(0.04) (0.04) (0.04) (0.02)
Education (years) 7.64 7.08 7.69 7.46 0.15 -0.01 -0.16
(0.23) (0.23) (0.23) (0.13)
N 254 257 246 757

Notes: Treatment refers to assignment to either the fixed or flexible contract. Standard errors are clustered at the individual level. All flow
variables are for the last month, and all currency values are in US$ equivalent based on the prevailing exchange rate during implementation of
the projects (USDPKR of approximately 105). The normalized difference between treatment and control groups are computed as the difference in
means divided by the square root of half of the sum of the variances. * p < 0.10, ** p < 0.05, *** p < 0.01. We also conducted an omnibus balance
test, using all of the variables specified in our pre-analysis plan. The test comfortably passes (p=0.344).



D Procedure for assignment to treatment

Following the collection of workshop data, and before the visits were conducted, all
clients were randomised into three different groups: (i) a control group, who had access
to the interest-free loan of $475; (ii) a group that were only offered the fixed-repayment
contract; and (iii) a group that were offered the flexible-repayment contract, which would
subsequently be explained to them. Randomisation was stratified on microenterprise
type, performance and gender, using matched sextuplets:

(i) First, the sample was split into three groups: (a) rickshaw drivers (this was the most
popular business sector at baseline, at around 20%); (b) males in all non-rickshaw
sectors; and (c) females in non-rickshaw sectors;

(ii) Within each of the three groups, individuals were ordered by the three-month
average of their business profits, as collected in the survey;

(iii) Groups of matched sextuplets were then formed, with two individuals being ran-
domly allocated into the three treatment groups in each sextuplet.

Forming matched sextuplets is consistent with the recommendation by Athey and Im-
bens (2017), who suggest stratifying as much as possible so that each stratum contains at
least two treated and two control units. They argue that although using paired designs
has some benefits in terms of expected precision, these tend to be small, and do not
outweigh the significant costs.

E Characteristics of those who took up the contract

In this section, we presents the characteristics of those who took up either of our asset
tinance contracts, compared to those who were assigned to a treatment contract but did
not take up the product. There is no difference in characteristics of takers and non-takers
in terms of gender, age, household size, number of household earners, the number of
businesses in the household or whether they run a rickshaw business (the most popular
sector in our data). Those who took up appear to run slightly younger businesses.
Perhaps unsurprisingly — given the relatively large deposit required to purchase the
initial 10% of the asset (approximately $150 on average) — we find that contract takers
have slightly larger and more profitable businesses: higher revenues, profits and current
assets in the form of cash, with all differences statistically significant as per the t-test
reported in the table. They also appear to come from slightly wealthier households in
terms of net household assets and monthly consumption expenditure.



Table A.3: Characteristics of those who took up the asset finance contract

1) 2) 3) T-test Normalized
Take-up =0 Take-up =1 Overall Difference difference

Variable Mean/SE Mean/SE Mean/SE (1)-(2) (1)-(2)

Female 0.12 0.08 0.10 0.04 0.12
(0.02) (0.02) (0.01)

Age 38.81 37.90 38.30 0.91 0.09
(0.64) (0.63) (0.45)

Household size 6.35 6.47 6.42 -0.13 -0.04
(0.23) (0.15) (0.13)

Household earners 1.92 2.04 1.99 -0.12 -0.10
(0.08) (0.07) (0.05)

Runs a rickshaw business 0.20 0.18 0.19 0.02 0.05
(0.03) (0.02) (0.02)

Number of businesses managed 122 122 1.22 -0.00 -0.01
(0.03) (0.03) (0.02)

Business age (years) 10.64 9.07 9.76 1.56* 0.19
(0.58) (0.46) (0.36)

Business revenue 706.09 744.87 727.75 -38.78* -0.05
(49.47) (46.65) (33.97)

Business profits 227.65 269.11 250.82 -41.46%* -0.26
(9.80) (10.17) (7.19)

Total fixed assets 789.16 1,086.29 955.15 -297.13* -0.18
(98.33) (103.36) (72.46)

Current assets: cash 163.65 219.81 195.02 -56.16* -0.20
(18.09) (17.72) (12.77)

Current assets: debt 91.55 146.08 122.01 -54.53 -0.15
(18.77) (24.83) (16.19)

Current assets: inventories 315.26 315.95 315.65 -0.69 -0.00
(39.87) (34.64) (26.13)

Number of employees 0.88 0.95 0.92 -0.08 -0.05
(0.10) (0.09) (0.07)

Wage income 23.75 29.10 26.73 -5.35 -0.08
(4.18) (4.31) (3.03)

Total household income 327.35 382.40 358.10 -55.05 -0.26
(13.11) (13.28) (9.48)

Household consumption expenditure 203.13 227.66 216.84 -24.53* -0.20
(7.62) (7.58) (5.43)

Household savings 308.61 557.42 447.61 -248.80* -0.28
(49.07) (58.30) (39.46)

Household loans 55.98 25.44 38.92 30.54** 0.39
(6.30) (3.50) (3.46)

Math score (above median) 0.55 0.53 0.53 0.02 0.04
(0.03) (0.03) (0.02)

Management practices (above median) 0.50 0.51 0.50 -0.01 -0.03
(0.03) (0.03) (0.02)

Risk aversion (above median) 0.50 0.51 0.51 -0.01 -0.02
(0.03) (0.03) (0.02)

Loss aversion (above median) 0.57 0.59 0.58 -0.02 -0.05
(0.03) (0.03) (0.02)

Time preference: impatience (above median) 0.52 0.48 0.50 0.03 0.07
(0.03) (0.03) (0.02)

Observations 222 281 503

Notes: Standard errors are clustered at the individual level. All flow variables are for the last month, and all currency values are in US$ equivalent
based on the prevailing exchange rate during implementation of the projects (USDPKR of approximately 105). Normalized differences are
computed as the difference in means divided by the square root of half of the sum of the variances. * p < 0.10, * p < 0.05, *** p < 0.01.



F Details of assets funded

In the figures below, we illustrate: (i) the different categories of assets chosen by microen-
terprise owners to be financed under our contracts; (ii) the distribution in the values of
those assets.

Figure A.1: Types of asset funded
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Note: This figure illustrates the different categories of asset cho-
sen by the 281 clients who accepted a treatment contract.

Figure A.2: Distribution of funded asset values
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Note: This figure illustrates the distribution in the value of as-
sets financed for clients who took up one of our treatment con-
tracts. Microenterprise owners were permitted to purchase an
asset worth up to $1,900.



Below we present results from regressions that investigate the relationship between con-
tract assignment and the value and type of asset chosen by microenterprise owners. The
average value of asset financed for those assigned to the fixed-repayment contract was
higher than the value for those assigned to the flexible-repayment contract, but the differ-
ence is not significant when controlling for stratification dummies (column 1 in the table;
p-value = 0.233). Column 2 provides some suggestive evidence of more risk-averse indi-
viduals choosing higher asset values when offered the flexible contract. The remaining
columns show that — for the five most popular assets — there is no clear difference by
treatment assignment in the proportion of microenterprise owners choosing that asset.

1) @) ©) 4) (@) (6) @)

Asset  Asset Ricksh Sewing Manufal((:jt'urmg Lathe
Value Value 1ckshaw machine Camera / we .mg machine
machine
Assignment 2 59.80 -0.00 -0.00 0.06* -0.00 -0.01
(50.09) (0.03) (0.04) (0.03) (0.03) (0.03)
Assignment 1 * Medium risk aversion -52.64
(90.12)
Assignment 1 * High risk aversion 27.71
(89.29)
Assignment 2 * Low risk aversion -53.19
(96.23)
Assignment 2 * Medium risk aversion 159.23**
(79.00)
Assignment 2 * High risk aversion 72.79
(85.50)
Assignment 1 mean 1471 0.17 0.09 0.03 0.04 0.04
Test: Assignment 1 equal 0.381
Test: Assignment 2 equal 0.051
Test: Tercile 2 equal 0.008
Test: Tercile 3 equal 0.609
Observations 281 281 281 281 281 281 281

Note: In column 2, we interact assignment with each of the three baseline risk terciles (where low, medium and high risk aversion refers
to individuals who were in the bottom, middle and highest terciles of measured risk aversion using the baseline risk preference elicitation
task). We denote significance using * for 10%, ** for 5% and * * * for 1%.
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G Additional ITT regressions

Here we report the effect of treatment on wage employment (extensive and intensive
margin).
Table A.4: Treatment effects: Wage work

@) @) ®) @)
Has a Number of Total Total
wage job  wagejobs wage hours wage income

Assignment -0.07 -0.07 -3.62 -15.27

(0.03) (0.03) (1.31) (6.00)

[0.01]*** [0.01]** [0.01]** [0.01]**

{0.01}** {0.01}* {0.01}* {0.01}**
Control mean (follow-up) 0.25 0.25 12.48 55.38
Observations 3,608 3,608 3,608 3,608

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes,
obtained by least-squares estimation. Below each coefficient, we report a standard error in parenthesis, a
p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the
individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote
significance using * for 10%, #* for 5% and * * * for 1%.

Here we report the effect of treatment on business cost categories.

Table A.5: Treatment effects: Business costs

M @ ®G) *) ®) (6) @ ® ©
Raw Utility Rent: Rent: . Loan
materials Wages bills land Transport machines Repairs Phone repayment
Assignment -45.92 4.00 8.11 2.40 -0.23 -3.13 117 0.38 0.06
(27.60)  (6.18) (1.93) (2.06)  (0.89) (0.93) (0.45) (0.14) (0.05)
[0.10]*  [0.52] [0.00]*** [0.24] [0.80] [0.00]*** [0.01]** [0.01]** [0.18]
{0.11} {0.35} {0.00}***  {0.21} {0.37} {0.00}*** {0.02}** {0.02}** {0.18}
Control mean (follow-up)  271.97  58.85 37.96 20.86 10.81 7.62 5.36 3.73 0.10
Observations 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes, obtained by least-squares estimation.
Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for
clustering at the level of the individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance
using * for 10%, ** for 5% and * * * for 1%.

Below we report the effect of treatment on savings-related outcomes.

Table A.6: Treatment effects: Attitudes about saving

) @ ®G) 4) ®) (6) @) ®)
Savings Unecessary Pressure Other: sav Other: Good: money Expect: Expect:
problems purchases to share prob unecess purch tracking better(1mth) better(1lyr)
Assignment -0.01 -0.02 0.01 -0.02 -0.01 0.00 -0.02 -0.02
(0.01) (0.01) (0.01) (0.01) (0.02) (0.02) (0.02) (0.02)
[0.34] [0.27] [0.16] [0.19] [0.61] [0.93] [0.29] [0.19]
{0.83} {0.83} {0.83} {0.83} {0.83} {0.83} {0.83} {0.83}
Control mean (follow-up) 0.35 0.18 0.12 0.30 0.20 0.49 0.46 0.48
Observations 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes, obtained by least-squares estimation. Below each coefficient,
we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the individual.
g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, #* for 5% and * * * for 1%.
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Here we investigate if there is any impact of treatment on sector of business operation.

Table A.7: Treatment effects: Sector of business operation

(1) (2) 3) 4) T-test
Control (Baseline)  Control (Follow-up)  Treatment (Baseline)  Treatment (Follow-up) Difference

Variable Mean/SE Mean/SE Mean/SE Mean/SE @0M-2) @O-B) @O)-@ @-0 (2)-(4) (3)-(4)

Rickshaw 0.20 0.20 0.19 0.22 0.00 0.01 -0.02#* 0.01 -0.03***  -0.03**
(0.03) (0.02) (0.02) (0.02)

Drilling 0.06 0.04 0.07 0.07 0.02%*  -0.01 -0.01  -0.04**  -0.03** 0.00
(0.01) (0.01) (0.01) (0.01)

Other 0.05 0.03 0.05 0.05 0.02 0.00 -0.00 -0.01 -0.02 -0.00
(0.01) (0.01) (0.01) (0.01)

Trader 0.04 0.02 0.03 0.02 0.02* 0.01 0.01 -0.01 -0.00 0.00
(0.01) (0.01) (0.01) (0.01)

Tailoring 0.11 0.07 0.11 0.09 0.04**  -0.01 0.01 -0.04 -0.02 0.02**
(0.02) (0.02) (0.01) (0.01)

Services 0.04 0.03 0.05 0.04 0.01 -0.00 0.00 -0.01 -0.01 0.01*
(0.01) (0.01) (0.01) (0.01)

Fabrics 0.07 0.05 0.07 0.05 0.02 -0.00 0.01 -0.02 -0.01 0.02**
(0.02) (0.01) (0.01) (0.01)

Photography 0.03 0.03 0.05 0.05 0.00 -0.02 -0.02 -0.02* -0.02 0.00
(0.01) (0.01) (0.01) (0.01)

Jewellery 0.02 0.02 0.04 0.02 0.00 -0.02 -0.00 -0.02** -0.00 0.02%**
(0.01) (0.01) (0.01) (0.01)

Retail shop 0.07 0.06 0.06 0.04 0.01 0.01 0.03 0.00 0.01 0.01
(0.02) (0.01) (0.01) (0.01)

Machinery 0.02 0.02 0.03 0.02 0.01 -0.01 0.00 -0.01 -0.00 0.01*
(0.01) (0.01) (0.01) (0.01)

Residual 0.19 0.16 0.16 0.13 0.02** 0.03 0.06* 0.01 0.03 0.03***
(0.02) (0.02) (0.02) (0.01)

Food 0.11 0.08 0.10 0.06 0.03***  0.01 0.05** -0.02 0.02 0.04***
(0.02) (0.02) (0.01) (0.01)

N 254 1219 503 2389

Clusters 254 251 503 494

Notes: Standard errors are clustered at the individual level. The normalized difference between treatment and control groups are computed as the difference in
means divided by the square root of half of the sum of the variances. * p < 0.10, ** p < 0.05, *** p < 0.01.

Here we report the effect of treatment on business management practices.

Table A.8: Treatment effects: Microenterprise management practices

€] (2 3) 4) &)
Management: Management: Management: Management: Management:

overall marketing buying / stock control record keeping financial planning
Assignment 0.04 0.08 0.13 0.01 -0.04

(0.03) (0.04) (0.04) (0.03) (0.02)

[0.25] [0.05]* [0.00]*** [0.65] [0.13]

{0.23} {0.12} {0.00}*** {0.35} {0.15}
Control mean (follow-up) 0.00 0.00 0.00 0.00 0.00
Observations 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes, obtained by least-squares estimation.
Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for
clustering at the level of the individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance
using * for 10%, ** for 5% and * * * for 1%.
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Here, we provide a disaggregation of household educational expenditure, focusing on

spending for girls and boys.

Table A.10: Impacts on children’s education: extensive margin and overall expenditure

@ 2) ©) 4
In school: In school: Expenditure: Expenditure:
girls boys girls boys
Assignment 0.04 0.04 4.83 3.13
(0.03) (0.03) (1.31) (1.32)
[0.16] [0.24] [0.00]*** [0.02]**
{0.12} {0.14} {0.00}*** {0.03}**
Control mean (follow-up) 0.83 0.85 19.55 18.81
Observations 549 487 549 487

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes,
obtained by least-squares estimation. Below each coefficient, we report a standard error in parenthesis, a
p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the
individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote
significance using * for 10%, *x for 5% and * * * for 1%.

Table A.11: Disaggregating educational expenditure on children

@ @ ©) @ ©) ©) @ ®
School ~ School  Books &  Books & Food Food Transport ~ Transport
fees: fees: materials: materials: expenditure: expenditure: costs: costs:
girls boys girls boys girls boys girls boys
Assignment 1.53 0.89 0.81 0.50 0.99 1.23 1.46 0.67
0.80)  (0.77) (0.25) (0.26) (0.34) (0.35) (0.39) (0.35)
[0.06]*  [0.25] [0.00]*** [0.06]* [0.00]*** [0.00]*** [0.00]*** [0.06]*
{0.03}**  {0.07}* {0.00}*** {0.03}** {0.00}*** {0.00}*** {0.00}*** {0.03}**
Control mean (follow-up) 11.43 10.34 3.25 3.56 2.69 297 2.83 2.77
Observations 553 493 553 493 553 493 553 493

Note: In this table we report the intent-to-treat estimates of the combined treatment on primary outcomes, obtained by least-squares estimation. Below
each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the
level of the individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for

5% and # * * for 1%.

Table A.12: Correlation between educational expenditure and business characteristics

@ @ ®) (€] ©) () ) ®)

Total fixed assets 0.16™* 0.17** 0.15** 0.04*  0.05* 0.05* 0.05** 0.01
(0.047) (0.049) (0.048) (0.017) (0.021) (0.021) (0.022) (0.006)

Total current assets -0.03 -0.04 -0.03 -0.02  -0.02 -0.01
(0.038)  (0.038) (0.019) (0.031) (0.032) (0.010)

Business profits 0.08* -0.01 0.05 -0.01
(0.041)  (0.020) (0.086) (0.025)

Observations 712 712 712 712 712 712 712 712

Transformation Z-score Z-score Z-score Z-score Log Log Log Log

Note: In this table we investigate the correlation (at baseline) between household expenditure on education and
business characteristics at baseline (the stock of fixed and current assets, and monthly profits). In columns 1 - 3,
we use a z-score transformation for all variables, and in columns 5 - 7 we use a log transformation, adding a one
to all values, to prevent the loss of observations with no expenditure (in columns 4 and 8 the dependent variable
is a dummy for whether there was any household expenditure on education). Standard errors, reported below
each coefficient in parenthesis, allow for clustering at the level of the individual. We denote significance using
* for 10%, ** for 5% and * * * for 1%.
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Figure A.3: Empirical CDFs for business total fixed assets and business profits
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Note: In the above empirical CDFs for business total fixed assets
and business profits, we pool all follow-up survey waves.
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H LATE estimates for pooled treatments

In this section, we present equivalent local average treatment effect (LATE) estimates to
the main ITT regressions, following our pre-analysis plan.4 To obtain the LATE esti-
mates, we instrument take-up with treatment, as follows:

Vit = Bo+ P1-Bi + B2 Vio+ Ps; + €it;
Ai =g +aq- T +an- Yo+ Ps, + pi.

Table A.14: Treatment effects: Primary business outcomes

@ @ ®) @) ®) (6)
Runs a Number of Business Business Business Business
buiness = businesses total assets revenue profits employees
Take-up 0.16 0.17 726.21 3.29 49.06 0.06
(0.04) (0.04) (159.93)  (71.76) (17.94) (0.10)
[0.00]** [0.00]*** [0.00]***  [0.96] [0.01]*** [0.54]
{0.00}*** {0.00}*** {0.00}***  {0.47} {0.00}*** {0.28}
Control mean (follow-up) 0.80 0.82 1003.34 689.65 249.31 0.56
Observations 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares
estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly
braces. Standard errors allow for clustering at the level of the individual. g-values are obtained using the sharpened
procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.15: Treatment effects: Effect on business assets

1 2 3) 4
Total Current assets: Current assets: Current assets:
fixed assets cash accounts receivable inventory
Take-up 793.59 4.86 -1.06 -53.85
(116.27) (3.20) (2.65) (62.36)
[0.00]*** [0.13] [0.69] [0.39]
{0.00}*** {0.24} {0.53} {0.35}
Control mean (follow-up) 660.19 31.38 9.93 250.77
Observations 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-
squares estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a
g-value in curly braces. Standard errors allow for clustering at the level of the individual. g-values are obtained
using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and
* % for 1%.

4 Available at www.socialscienceregistry.org/trials/3886.
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Table A.16: Treatment effects: Business costs

(€] 2 3) 4 ) (6) ) (8) )
Raw Utility Rent: Rent: . Loan
materials Wages bills land Transport machines Repairs Phone repayment
Take-up -82.97 7.23 14.63 4.33 -0.41 -5.67 2.11 0.69 0.12
(49.93) (11.15)  (341)  (371)  (L6l) (1.67) (0.81) (0.25) (0.09)
[0.10]*  [0.52] [0.00]***  [0.24] [0.80] [0.00]*** [0.01]*** [0.01]*** [0.18]
{0.11} {0.35} {0.00}*** {0.21} {0.37} {0.00}*** {0.02}** {0.02}** {0.18}
Control mean (follow-up)  271.97 58.85 37.96 20.86 10.81 7.62 5.36 3.73 0.10
Observations 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares estimation. Below each coefficient,
we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the individual.
g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.17: Treatment effects: Effect on the household

1) (2) ©) 4) ®)
Household Household consumption Household Household Household
income expenditure savings loans assets
Take-up 56.96 23.53 29.76 -41.16 36.92
(22.72) (6.15) (34.71) (6.45) (25.52)
[0.01]** [0.00]*** [0.39] [0.00]*** [0.15]
{0.01}** {0.00}*** {0.19} {0.00}*** {0.08}*
Control mean (follow-up) 357.35 220.40 113.03 46.05 681.79
Observations 3,608 3,608 3,608 3,608 1,410

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares
estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly
braces. Standard errors allow for clustering at the level of the individual. g-values are obtained using the sharpened procedure
of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and * * * for 1%.
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Table A.19: Treatment effects: Microenterprise management practices

1) (2 3) 4) %)
Management: Management: Management: Management: Management:
overall marketing buying / stock control record keeping financial planning
Take-up 0.07 0.15 0.23 0.02 -0.07
(0.06) (0.08) (0.07) (0.05) (0.04)
[0.25] [0.05]* [0.00]*** [0.65] [0.13]
{0.23} {0.12} {0.00}*** {0.35} {0.16}
Control mean (follow-up) 0.00 0.00 0.00 0.00 0.00
Observations 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares estimation. Below
each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for
clustering at the level of the individual. g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance

using * for 10%, *x for 5% and * * * for 1%.

Table A.20: Treatment effects: Wage work

M ) ©) (4)
Has a Number of Total Total
wage job  wage jobs wage hours wage income

Take-up -0.12 -0.12 -6.56 -27.68

(0.05) (0.05) (2.36) (10.87)

[0.01]*** [0.01]** [0.01]*** [0.01]**

{0.01}** {0.01}** {0.01}** {0.01}**
Control mean (follow-up) 0.25 0.25 12.48 55.38
Observations 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained
by least-squares estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in
brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the individual.
g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance
using * for 10%, ** for 5% and * * x for 1%.

Table A.21: Treatment effects: Attitudes about saving

@ @ ©) @ ©) (©) @ ®
Savings Unecessary Pressure Other: sav Other: Good: money Expect: Expect:
problems purchases  to share prob unecess purch tracking better(Imth) better(lyr)

Take-up -0.02 -0.03 0.03 -0.03 -0.01 0.00 -0.04 -0.04
(0.03) (0.03) (0.02) (0.03) (0.03) (0.03) (0.04) (0.03)

[0.34] [0.27] [0.16] [0.19] [0.61] [0.93] [0.29] [0.19]

{0.82} {0.82} {0.82} {0.82} {0.82} {0.82} {0.82} {0.82}

Control mean (follow-up) 0.35 0.18 0.12 0.30 0.20 0.49 0.46 0.48
Observations 3,608 3,608 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares estimation. Below each coefficient,
we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the individual.
g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and # * * for 1%.



I ITT and LATE estimates, separating treatment 1 and treat-
ment 2

To estimate the separate ATE of treatment 1 and treatment 2, we estimate:
Vie = Bo+ 1~ TLi+ P2 T2 + B3 - yio + Ts; + €ir- (A.1)

To estimate the separate LATE of treatment 1 and treatment 2, we instrument take-up
with treatment as follows:

Vie = Bo+ B1- AL+ P2 B2, + B3 - Yip + Ts; + €if (A.2)
Al =9 +71 - TLli+72-T2; + 93 Yio + Ps; + pi (A.3)
A2i:(50+51-T1i+(52-T2i+(53-yi0+wsi-|—1/i (A.4)

Table A.22: Treatment effects (ITT): Primary business outcomes

) @) ®) @) ®) (6)
Runsa Number of Business Business Business Business
buiness businesses total assets revenue profits employees

Assignment 1 0.09*** 0.10*** 429.78*** 16.40 28.56** 0.03
(0.028)  (0.028) (105218)  (45.279) (11.251)  (0.065)
Assignment 2 0.09*** 0.09*** 371.42%** -13.41 25.23** 0.04
(0.028)  (0.029) (101.270)  (45.180) (11.205)  (0.067)
Observations 3608 3608 3608 3608 3608 3608
Test: Assignment 1 = Assignment2  0.881 0.904 0.566 0.494 0.751 0.946
Control mean (follow-up) 0.80 0.82 1003.34 689.65 249.31 0.56

Note: In this table we report the intent-to-treat estimates of the separated treatments on primary
outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard error
in parenthesis. We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.23: Treatment effects (ITT): Effect on business assets

1) ) ®) @)

Total Current assets: Current assets: Current assets:
fixed assets cash accounts receivable inventory
Assignment 1 480.92*** 2.14 0.11 -39.44
(81.318) (1.948) (1.709) (37.397)
Assignment 2 393.30*** 3.24 -1.31 -19.65
(76.763) (2.132) (1.624) (40.589)
Observations 3608 3608 3608 3608
Test: Assignment 1 = Assignment 2 0.297 0.584 0.373 0.585
Control mean (follow-up) 660.19 31.38 9.93 250.77

Note: In this table we report the intent-to-treat estimates of the separated treatments on primary
outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard error
in parenthesis. We denote significance using * for 10%, ** for 5% and * * * for 1%.
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Table A.24: Treatment effects (ITT): Microenterprise management practices

@ @ (©) (4) ©)

Management: Management: Management: Management: Management:
overall marketing ~ buying / stock control record keeping financial planning
Assignment 1 0.01 0.09* 0.08* -0.01 -0.06**
(0.037) (0.048) (0.044) (0.029) (0.027)
Assignment 2 0.07* 0.08 0.17*** 0.04 -0.01
(0.038) (0.049) (0.043) (0.029) (0.029)
Observations 3608 3608 3608 3608 3608
Test: Assignment 1 = Assignment 2 0.085 0.775 0.039 0.064 0.072
Control mean (follow-up) -0.00 0.00 0.00 -0.00 -0.00

Note: In this table we report the intent-to-treat estimates of the separated treatments on primary outcomes,
obtained by least-squares estimation. Below each coefficient, we report a standard error in parenthesis.
We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.25: Treatment effects (ITT): Effect on the household

1) 2) 3 4 ®)
Household Household consumption Household Household Household

income expenditure savings loans assets
Assignment 1 27.30% 13.14*** -0.83 -20.11%** 24.80

(14.532) (3.838) (23.138) (4.052) (16.400)
Assignment 2 35.83** 12.76%** 34.49 -25.64*** 15.61

(14.511) (4.035) (22.878) (4.108) (16.166) )
Observations 3608 3608 3608 3608 1410
Test: Assignment 1 = Assignment 2 0.549 0.926 0.166 0.128 0.579
Control mean (follow-up) 357.35 220.40 113.03 46.05 681.79

Note: In this table we report the intent-to-treat estimates of the separated treatments on primary outcomes,
obtained by least-squares estimation. Below each coefficient, we report a standard error in parenthesis.
We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.26: Treatment effects (ITT): Wage work

1 2) ©) 4)
Hasa  Number of Total Total
wage job wage jobs wage hours wage income

Assignment 1 -0.07** -0.07** -3.93%** -17.62%**

(0.029) (0.029) (1.484) (6.785)
Assignment 2 -0.06** -0.06** -3.31*%* -12.79*

(0.029) (0.029) (1.465) (6.814)
Observations 3608 3608 3608 3608
Test: Assignment 1 = Assignment 2 0.678 0.678 0.650 0.451
Control mean (follow-up) 0.25 0.25 12.48 55.38

Note: In this table we report the intent-to-treat estimates of the separated treatments
on primary outcomes, obtained by least-squares estimation. Below each coefficient,
we report a standard error in parenthesis. We denote significance using * for 10%,
wx for 5% and * * * for 1%.
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Table A.27: Treatment effects (ITT): Attitudes about saving

) () ®3) *) ) (6) @ ®

Savings Unecessary Pressure Other: sav Other: Good: money Expect: Expect:
problems purchases to share prob unecess purch tracking better(Imth) better(1yr)

Assignment 1 -0.02 -0.03* 0.01 -0.02 -0.02 0.01 -0.05** -0.02

0.017) (0.015) (0.012) (0.016) (0.018) (0.022) (0.023) (0.020)
Assignment 2 -0.00 -0.00 0.02 -0.02 0.00 -0.02 0.01 -0.02

(0.016) (0.016) (0.013) (0.017) (0.018) (0.022) (0.023) (0.021)
Observations 3608 3608 3608 3608 3608 3608 3608 3608
Test: Assignment 1 = Assignment 2 0.274 0.139 0.735 0.805 0.272 0.216 0.020 0.833
Control mean (follow-up) 0.35 0.18 0.12 0.30 0.20 0.49 0.46 0.48

Note: In this table we report the intent-to-treat estimates of the separated treatments on primary outcomes,
obtained by least-squares estimation. Below each coefficient, we report a standard error in parenthesis.
We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.28: Treatment effects (LATE): Primary business outcomes

1 2 ©) (4) ©) (6) @)
Runsa Number of Business Business Business Business
buiness businesses total assets revenue  profits employees
Take-up 1 0.17*** 0.18*** 812.19%** 30.86 54.46**  55.06*** 0.06
(0.052) (0.052) (195.210)  (85.374) (21.159) (21.175) (0.123)
Take-up 2 0.15%** 0.16*** 614.80%** -32.62 42.14**  38.29* 0.07
(0.051) (0.052) (181.478)  (85.002) (20.514) (20.655) (0.126)
Observations 3608 3608 3608 3608 3608 3608 3608
Test: Take-up 1 = Take-up 2 0.640 0.655 0.334 0.493 0.567 0.439 0.984
Control mean (follow-up) 0.80 0.82 1003.34 689.65 249.31 251.69 0.56

Note: In this table we report the local average treatment effect estimates of the separated treatments on
primary outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard
error in parenthesis. We denote significance using * for 10%, ** for 5% and * * * for 1%.

Table A.29: Treatment effects (LATE): Effect on business assets

1) (2 3) 4)
Total Current assets: Current assets: Current assets:
fixed assets cash accounts receivable inventory

Take-up 1 909.08*** 4.05 0.20 -74.36

(146.874) (3.672) (3.222) (70.344)
Take-up 2 643.98*** 5.90 -2.70 -27.21

(132.682) (4.007) (3.038) (76.187)
Observations 3608 3608 3608 3608
Test: Take-up 1 = Take-up 2 0.097 0.659 0.394 0.536
Control mean (follow-up) 660.19 31.38 9.93 250.77

Note: In this table we report the local average treatment effect estimates of the separated treatments
on primary outcomes, obtained by least-squares estimation. Below each coefficient, we report a
standard error in parenthesis. We denote significance using * for 10%, ** for 5% and * * * for
1%.
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Table A.30: Treatment effects (LATE): Microenterprise management practices

@ @) ®) 4)

©)

Management: Management: Management: Management: Management:
overall marketing  buying / stock control record keeping financial planning
Take-up 1 0.02 0.17* 0.16* -0.02 -0.11**
(0.070) (0.090) (0.082) (0.055) (0.051)
Take-up 2 0.14* 0.12 0.32%** 0.08 -0.01
(0.070) (0.093) (0.082) (0.055) (0.054)
Observations 3608 3608 3608 3608 3608
Test: Take-up 1 = Take-up 2 0.103 0.661 0.071 0.073 0.060
Control mean (follow-up) -0.00 0.00 0.00 -0.00 -0.00

Note: In this table we report the local average treatment effect estimates of the separated treatments on
primary outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard
error in parenthesis. We denote significance using * for 10%, *x* for 5% and * * * for 1%.

Table A.31: Treatment effects (LATE): Effect on the household

) ) ® @ ®) ©
Household Household consumption Household Household Household
income expenditure savings loans assets
Take-up 1 51.42* 24.94%** -1.51 -38.26%** 46.75 1.19
(27.099) (7.281) (43.600) (7.479) (30.907)  (3.200)
Take-up 2 64.15** 21.71%* 70.37 -44.93** 23.66 -4.18
(26.888) (7.701) (44.504) (7.189) (31.075)  (2.958)
Observations 3608 3608 3608 3608 1410 3608
Test: Take-up 1 = Take-up 2 0.666 0.705 0.187 0.351 0.514 0.134
Control mean (follow-up) 357.35 220.40 113.03 46.05 681.79 14.29

Note: In this table we report the local average treatment effect estimates of the separated treatments on
primary outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard
error in parenthesis. We denote significance using * for 10%, ** for 5% and *  x for 1%.

Table A.32: Treatment effects (LATE): Wage work

¢Y) @) ©) (4)
Hasa  Number of Total Total
wage job  wage jobs wage hours wage income

Take-up 1 -0.13** -0.13** <741 -33.29***

(0.054) (0.054) (2.786) (12.745)
Take-up 2 -0.10* -0.10* -5.46** -20.38

(0.054) (0.054) (2.715) (12.716)
Observations 3608 3608 3608 3608
Test: Take-up 1 = Take-up 2 0.535 0.536 0.494 0.335
Control mean (follow-up) 0.25 0.25 12.48 55.38

Note: In this table we report the local average treatment effect estimates of the sep-
arated treatments on primary outcomes, obtained by least-squares estimation.
Below each coefficient, we report a standard error in parenthesis. We denote
significance using * for 10%, ** for 5% and * * * for 1%.
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Table A.33: Treatment effects (LATE): Attitudes about saving

) @ @) 4) ©) ©) @) ®)

Savings Unecessary Pressure Other: sav Other: Good: money Expect: Expect:
problems purchases to share prob unecess purch tracking better(Imth) better(1yr)

Take-up 1 -0.04 -0.05* 0.02 -0.04 -0.03 0.02 -0.09** -0.04

(0.032) (0.029) (0.023) (0.030) (0.034) (0.041) (0.045) (0.037)
Take-up 2 -0.00 0.00 0.03 -0.03 0.01 -0.04 0.03 -0.04

(0.030) (0.031) (0.024) (0.032) (0.034) (0.042) (0.045) (0.040)
Observations 3608 3608 3608 3608 3608 3608 3608 3608
Test: Take-up 1 = Take-up 2~ 0.249 0.119 0.813 0.736 0.258 0.220 0.019 0.908
Control mean (follow-up) 0.35 0.18 0.12 0.30 0.20 0.49 0.46 0.48

Note: In this table we report the local average treatment effect estimates of the separated treatments on
primary outcomes, obtained by least-squares estimation. Below each coefficient, we report a standard
error in parenthesis. We denote significance using * for 10%, ** for 5% and * * * for 1%.



J Disaggregating results by survey wave

Here we repeat our earlier ITT analysis, disaggregating by survey wave. Specifically,
we show estimates individually for follow-up surveys at the three-month, six-month,
12-month, 18-month and 24-month points.

Table A.34: Disaggregating results by survey wave: business outcomes

PANEL A: THREE-MONTH FOLLOW-UP

O @ 3 4 ®) ) @) ® ©) (10)
Runsa Number of Business Business Business Business Total Current assets: Current assets: Current assets:
buiness businesses total assets revenue  profits employees fixed assets cash accounts receivable inventory
Assignment 0.08*** 0.11#* 433.23** -4.77 14.54 -0.00 454.65** 3.35 -0.23 -3.02
(0.027) (0.032) (106.694)  (47.511)  (10.985) (0.074) (76.133) (4.277) (4.515) (46.455)
Observations 737 737 737 737 737 737 737 737 737 737
Control mean (follow-up) 0.84 0.89 1149.01 674.54 238.25 0.60 710.79 4431 18.39 303.40

PANEL B: SIX-MONTH FOLLOW-UP

(O] () (©) 4) () (6) @) ®) ) (10)
Runsa Number of Business Business Business Business Total Current assets: Current assets: Current assets:
buiness businesses total assets revenue  profits employees fixed assets cash accounts receivable inventory
Assignment 0.06** 0.08** 398.84** 10.17 17.54 0.02 445.06*** 1.33 0.50 -43.68
(0.027) (0.031) (108.976)  (46.285) (11.814) (0.072) (77.848) (2.730) (3.247) (48.169)
Observations 735 735 735 735 735 735 735 735 735 735
Control mean (follow-up)  0.84 0.86 1155.04 694.39 254.70 0.60 735.29 37.98 13.44 319.17

PANEL C: 12-MONTH FOLLOW-UP

© @ 3 @ ®) (6) @) ® ) (10)
Runsa Number of Business Business Business Business Total Current assets: Current assets: Current assets:
buiness businesses total assets revenue  profits employees fixed assets cash accounts receivable inventory
Assignment 0.10*** 0.09*** 465.72%%* -18.32 32.43%* 0.01 503.90%** 1.17 -4.64 -28.64
(0.030) (0.029) (112.464)  (48.501)  (12.479) (0.074) (80.790) (1.968) (3.245) (41.649)
Observations 720 720 720 720 720 720 720 720 720 720
Control mean (follow-up) 0.79 0.81 982.49 720.03 253.13 0.58 640.63 28.10 14.78 244.01

PANEL D: 18-MONTH FOLLOW-UP

()] @ (©)] 4 ©) 6) @) ® ©) (10)
Runsa Number of Business Business Business Business Total Current assets: Current assets: Current assets:
buiness businesses total assets revenue profits employees fixed assets cash accounts receivable inventory
Assignment 0.11+* 0.10%* 366.86*** 16.25 34.82%** 0.07 402.23*** 4.57%* 0.82 -26.42
(0.031) (0.031) (108.238)  (47.979) (12.187) (0.074) (85.846) (1.949) (0.929) (36.308)
Observations 710 710 710 710 710 710 710 710 710 710
Control mean (follow-up)  0.77 0.78 914.67 691.46 250.81 0.53 635.36 23.85 2.14 200.32

PANEL D: 24-MONTH FOLLOW-UP

(O] @) (©) 4) () (6) @) ®) ) (10)
Runsa Number of Business Business Business Business Total Current assets: Current assets: Current assets:
buiness businesses total assets revenue  profits employees fixed assets cash accounts receivable inventory
Assignment 0.11%* 0.10%+* 329.26*** 7.38 37.14** 0.09 37749 3.30% -0.02 -51.52
(0.033) (0.033) (96.642) (46.161)  (12.809) (0.062) (78.869) (1.501) (0.178) (36.312)
Observations 696 696 696 696 696 696 696 696 696 696
Control mean (follow-up)  0.74 0.75 805.69 667.82 249.81 0.46 574.72 22.06 0.50 183.10
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Table A.35: Disaggregating results by survey wave: other outcomes

PANEL A: THREE-MONTH FOLLOW-UP

27

@ 2 3 @ ®) (6) @) ()]
Household Household consumption Household Household ~Hasa  Number of Total Total
income expenditure savings loans wage job wage jobs wage hours wage income
Assignment 13.96 10.12* 28.66 -38.82*** -0.06* -0.06* -2.76* -10.22
(13.898) (5.318) (35.259) (8.918) (0.030) (0.030) (1.519) (6.329)
Observations 737 737 737 737 737 737 737 737
Control mean (follow-up) 335.68 203.66 198.56 87.26 0.23 0.23 11.19 44.01
PANEL B: SIX-MONTH FOLLOW-UP
©) 2 (©) 4 ©) 6 ?) ®
Household Household consumption Household Household Has a Number of Total Total
income expenditure savings loans wage job wagejobs wage hours wage income
Assignment 14.85 14.52%%* -9.18 -39.05%** -0.05 -0.04 -2.66* -10.56
(15.494) (5.427) (29.566) (7.169) (0.030) (0.030) (1.509) (6.852)
Observations 735 735 735 735 735 735 735 735
Control mean (follow-up) 362.83 212.64 167.68 75.65 0.23 0.22 11.32 48.27
PaNEL C: 12-MONTH FOLLOW-UP
©) 2 (©) “) ) 6 ?) (®
Household Household consumption Household Household Has a Number of Total Total
income expenditure savings loans wage job  wagejobs wage hours wage income
Assignment 37.21* 11.74** 30.50 -20.59*** -0.07** -0.07** -3.97** -14.93**
(16.303) (5.223) (28.450) (4.942) (0.032) (0.032) (1.598) (7.362)
Observations 720 720 720 720 720 720 720 720
Control mean (follow-up) 367.45 217.68 107.20 39.57 0.25 0.25 12.33 53.36
PANEL D: 18-MONTH FOLLOW-UP
©) 2 (©) 4 ©®) 6 @) ®
Household Household consumption Household Household ~Hasa  Number of Total Total
income expenditure savings loans wage job wagejobs wage hours wage income
Assignment 44.01%* 17.87*** 23.55 -10.94*** -0.08** -0.08** -4.72%** -20.38***
(16.667) (4.907) (22.349) (3.578) (0.031) (0.031) (1.612) (7.664)
Observations 710 710 710 710 710 710 710 710
Control mean (follow-up) 359.29 232.94 60.91 18.10 0.26 0.26 13.36 60.33
PANEL D: 24-MONTH FOLLOW-UP
1 @ 3 @ 5 (6) @) ()]
Household Household consumption Household Household Has a Number of Total Total
income expenditure savings loans wage job wage jobs wage hours wage income
Assignment 51.01*** 9.52* 8.99 -3.72* -0.07%* -0.07** -4.10%* -20.39**
(18.156) (5.016) (7.790) (1.922) (0.033) (0.033) (1.683) (8.835)
Observations 696 696 696 696 696 696 696 696
Control mean (follow-up) 361.96 235.89 26.24 7.45 0.28 0.28 14.30 71.59
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Figure A.4: Empirical CDFs for total fixed assets, disaggregated by survey wave
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Figure A.5: Empirical CDFs for business profits, disaggregated by survey wave
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Figure A.6: Empirical CDFs for household consumption, disaggregated by survey

wave
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Figure A.7: Empirical CDFs for schooling expenditure, disaggregated by survey wave
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K Robustness to outliers

Here we consider outliers: we take the main treatment effects of interest from our previ-
ous analysis, and subject them to increasing degrees of winsorization.

Table A.36: Robustness of main results to Winsorizing

PANEL A: WINSORIZING 2.5% TOP AND BOTTOM (ESTIMATES IN THE MAIN PAPER)

)

@ ®) *) ©) ©) @) ®)

©)

Number of Business  Fixed  Business Business Household Household Expenditure: Expenditure:
businesses  assets assets  revenue  profits loans consumption  schooling food
Assignment 0.10*** 401.22%**  438.05*** 1.82 26.93***  -22.81*** 12.95%** 5.70*** 2.61%*
(0.025) (89.940)  (67.147)  (39.654)  (9.929) (3.653) (3.374) (1.297) (0.900)
Control mean 0.82 1003.34  660.19 689.65 249.31 46.05 220.40 22.05 52.80
Effect size (%) 11.8 40.0 66.4 0.3 10.8 -49.5 5.9 25.8 49
Observations 3608 3608 3608 3608 3608 3608 3608 3608 3608
PANEL B: WINSORIZING 1% TOP AND BOTTOM
) () ®) ) ©) ©) @) ®) ©)
Number of Business  Fixed  Business Business Household Household Expenditure: Expenditure:
businesses  assets assets  revenue  profits loans consumption  schooling food
Assignment 0.10%** 420.07***  462.09**  -7.25 29.03***  -20.70*** 13.27#** 6.28*** 2.63***
(0.025) (100.763)  (77.668)  (47.442)  (10.442) (4.107) (3.622) (1.410) (0.936)
Control mean 0.82 1042.31 698.94 716.96 251.60 48.33 221.65 22.33 52.94
Effect size (%) 12.2 40.3 66.1 -1.0 11.5 -42.8 6.0 28.1 5.0
Observations 3608 3608 3608 3608 3608 3608 3608 3608 3608
PANEL C: WINSORIZING 5% TOP AND BOTTOM
) (@) ®) 4) ©) (©) @) ®) ©)
Number of Business  Fixed  Business Business Household Household Expenditure: Expenditure:
businesses  assets assets ~ revenue  profits loans consumption  schooling food
Assignment 0.09%** 394.70** 417.68***  10.04 26.57**  -21.18*** 12.51%** 5.17*** 2.32%%*
(0.025) (77.442)  (54.897)  (34.095)  (9.566) (3.257) (3.184) (1.208) (0.818)
Control mean 0.81 939.08 593.54 654.61 246.19 42.05 219.53 21.69 52.58
Effect size (%) 11.6 42.0 70.4 1.5 10.8 -50.4 5.7 239 44
Observations 3608 3608 3608 3608 3608 3608 3608 3608 3608
PANEL D: WINSORIZING 10% TOP AND BOTTOM
@ @ ®) *) ©) ©) @) ®) ©)
Number of Business  Fixed  Business Business Household Household Expenditure: Expenditure:
businesses  assets assets ~ revenue  profits loans consumption  schooling food
Assignment 0.08*** 387.02***  402.32***  20.26 26.41%*  -18.12%** 11.48*** 4.59%** 2.08***
(0.024) (59.004)  (40.999) (27.376)  (9.257) (2.728) (2.838) (1.049) (0.755)
Control mean 0.81 809.91 488.26 591.80 243.00 35.11 218.11 20.61 52.30
Effect size (%) 10.3 47.8 824 34 10.9 -51.6 5.3 223 4.0
Observations 3608 3608 3608 3608 3608 3608 3608 3608 3608
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L Local Average Treatment Effect estimations

¢y 2) (©) (4) ©) (6)
Runs a Number of Business Business Business Business
buiness  businesses total assets revenue profits employees
Take-up 0.16 0.17 726.21 3.29 49.06 0.06
(0.04) (0.04) (159.93) (71.76) (17.94) (0.10)
[0.00]*** [0.00]*** [0.00]***  [0.96] [0.01]*** [0.54]
{0.00}*** {0.00}*** {0.00}***  {0.47} {0.00}*** {0.28}
Control mean (follow-up) 0.80 0.82 1003.34 689.65 249.31 0.56
Observations 3,608 3,608 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares
estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly
braces. Standard errors allow for clustering at the level of the individual. g-values are obtained using the sharpened
procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and * * * for 1%.

) ) ®) (4)
Total Current assets: Current assets: Current assets:
fixed assets cash accounts receivable inventory
Take-up 793.59 4.86 -1.06 -53.85
(116.27) (3.20) (2.65) (62.36)
[0.00]*** [0.13] [0.69] [0.39]
{0.00}*** {0.24} {0.53} {0.35}
Control mean (follow-up) 660.19 31.38 9.93 250.77
Observations 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-
squares estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a
g-value in curly braces. Standard errors allow for clustering at the level of the individual. g-values are obtained
using the sharpened procedure of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and
* % % for 1%.
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) ) ©) 4) )
Household Household consumption Household Household Household
income expenditure savings loans assets
Take-up 56.96 23.53 29.76 -41.16 36.92
(22.72) (6.15) (34.71) (6.45) (25.52)
[0.01]** [0.00]*** [0.39] [0.00]*** [0.15]
{0.01}** {0.00}*** {0.19} {0.00}*** {0.08}*
Control mean (follow-up) 357.35 220.40 113.03 46.05 681.79
Observations 3,608 3,608 3,608 3,608 1,410

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained by least-squares
estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in brackets, and a g-value in curly
braces. Standard errors allow for clustering at the level of the individual. g-values are obtained using the sharpened procedure
of (Benjamini et al., 2006). We denote significance using * for 10%, ** for 5% and * * * for 1%.

) (2) ®) 4)
Has a Number of Total Total
wage job  wage jobs wage hours wage income

Take-up -0.12 -0.12 -6.56 -27.68

(0.05) (0.05) (2.36) (10.87)

[0.01]*** [0.01]* [0.01]** [0.01]**

{0.01}** {0.01}* {0.01}** {0.01}**
Control mean (follow-up) 0.25 0.25 12.48 55.38
Observations 3,608 3,608 3,608 3,608

Note: In this table we report the LATE estimates of the combined treatment on primary outcomes, obtained
by least-squares estimation. Below each coefficient, we report a standard error in parenthesis, a p-value in
brackets, and a g-value in curly braces. Standard errors allow for clustering at the level of the individual.
g-values are obtained using the sharpened procedure of (Benjamini et al., 2006). We denote significance
using * for 10%, ** for 5% and * * * for 1%.
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M Heterogeneity analysis

In this section, we present tables illustrating heterogeneity in (i) contract take-up; (ii)
usage of the flexible-repayment option; and (iii) heterogeneity in outcome variables.

M.1 Heterogeneity in take-up

Table A.38: Heterogeneity in take-up

) @ ®) © ®)
Risk Loss Time Management Cognitive

aversion aversion preference practices ability

Fixed * Low tercile 0.60 0.54 0.55 0.47 0.58
(0.051)  (0.049) (0.054) (0.053) (0.051)

Fixed * Middle tercile 0.55 0.57 0.51 0.63 0.48
(0.057)  (0.060) (0.070) (0.054) (0.063)

Fixed * High tercile 0.43 0.48 0.52 0.50 0.51
(0.052)  (0.054) (0.045) (0.053) (0.050)

Flexible * Low tercile 0.53 0.55 0.63 0.56 0.62
(0.054)  (0.048) (0.061) (0.055) (0.057)

Flexible * Middle tercile 0.56 0.58 0.61 0.57 0.53
(0.057)  (0.063) (0.059) (0.054) (0.060)

Flexible * High tercile 0.67 0.65 0.55 0.64 0.61
(0.051)  (0.054) (0.047) (0.053) (0.048)

Observations 503 503 503 503 503
Test: Fixed coefficients equal 0.058 0.512 0.858 0.068 0.406
Test: Flexible coefficients equal 0.116 0.395 0.524 0.491 0.477
Test: High tercile equal 0.001 0.029 0.623 0.058 0.161
Test: Diff-in-diff (high vs low tercile) 0.002 0.133 0.631 0.661 0.554

Note: In each column of this table, the dependent variable is a dummy that is equal to 1 for individuals who
took up the asset finance contract (regardless of whether it was with a fixed or flexible repayment schedule),
and we investigate heterogeneous take-up by interacting each of the two treatment dummies (assignment to
the fixed or flexible contract) with dummies for each of the three terciles generated when trichotomising the
following (pre-specified) baseline variables: (1) risk preferences (coming from our incentivised measure, with
the high tercile representing the most risk averse microenterprise owners); (2) loss aversion (again using the
incentivised measure, where the high tercile represents the most loss averse microenterprise owners); (3) time
preferences (with high representing the most impatient individuals, as measured using an incentivised exer-
cise); (4) business management practices (with the high tercile representing the group with the highest score
for the business management practices index); and (5) cognitive ability (with the high tercile representing those
who scored highest on a series of mathematical and number recall questions). Standard errors, reported below
each coefficient in parenthesis, allow for clustering at the level of the individual. Individuals from the control
group (who were not given the opportunity to take up the asset finance contract) are excluded from the regres-
sions. Below the results, we report the p-values from four tests: (i) whether the interaction terms for all the
fixed contract coefficients are equal; (ii) whether the interaction terms for all the flexible contract coefficients
are equal; (iii) whether the take-up rate across contracts was equal for individuals in the highest tercile of the
heterogeneity measure (e.g. testing the null that, for the most risk averse or most loss averse microenterprise
owners, take-up when assigned to the flexible contract was equal to take-up when assigned to the fixed con-
tract); (iv) a difference-in-difference test: testing that the take-up differential between individuals in the lowest
tercile compared to that for individuals in the highest tercile was the same across contracts (e.g. within those
assigned to the fixed contract, compared the different in take-up for the most risk averse and most risk tolerant,
and comparing that number for the equivalent difference for people assigned to the flexible contract).
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M.2 Heterogeneity in usage of the flexible-repayment option

Table A.39: Business shocks, repayment flexibility and risk-related heterogeneity

) @ ® @ B)
Payment Payment Payment Payment Payment
Positive shock 1.66** 0.52 0.22
(0.032) (0.464) (0.579)
Negative shock -1.74% -2.28 -0.59
(0.053) (0.350) (0.748)
Medium risk -3.82%** -2.54 1.20 -1.30
(0.002) (0.265) (0.385) (0.452)
High risk -2.34** -2.35 0.21 -1.30
(0.039) (0.343) (0.877) (0.520)
Positive * Medium risk -0.34 0.63
(0.666) (0.350)
Positive * High risk 2.45%** 2.47%**
(0.001) (0.000)
Negative * Medium risk 1.33 -2.64
(0.640) (0.209)
Negative * High risk 0.45 -0.67
(0.862) (0.777)
Observations 480 492 480 492 480
Individuals 123 123 123 123 123
Dependent variable mean ~ 20.02
Heterogeneity measure Risk exposure Risk aversion

Note: In this table we investigate how microenterprises respond to business shocks in
terms of the payments they made under the flexible-repayment contract. Shocks are de-
fined as the percentage change in monthly business profits, compared to the value six
months prior. In each column, the dependent variable is the cumulative payment made in
the last six months for individuals under the flexible-repayment contract, which allowed
them to pay more than their obligation of 2.5% of the asset value each month. Columns
2 and 3 include a measure of baseline microenterprise ‘risk exposure’, constructed as the
standard deviation of the previous three months of business profits at baseline. Columns
4 and 5 use the incentivised measure of baseline risk aversion for microenterprise own-
ers. Both risk variables are constructed using a tercile split, with ‘high risk’ referring to
the most risk exposed microenterprises / the most risk-averse microentrepreneurs respec-
tively, ‘medium risk’ referring to the middle tercile of risk exposure / risk aversion, and the
omitted category being the least risk exposed / least risk-averse. Standard errors, reported
below each coefficient in parenthesis, allow for clustering at the level of the individual. We
denote significance using * for 10%, ** for 5% and * * * for 1%.
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M.3 Heterogeneity in outcomes

Table A.40: Outcome heterogeneity by baseline loss tercile

@ @ ® @ ©) (6) @
Number of Business Business  Fixed  Household Household Household
businesses  profits assets assets income  consumption  savings
Medium loss aversion 0.07 6.81 150.98 -21.72 33.26 -3.60 -43.20
(0.058) (22.970)  (196.211) (144.766)  (30.609) (7.438) (40.994)
High loss aversion 0.05 -0.20 66.35 15.32 0.36 -6.15 29.64
(0.050) (19.800)  (173.000) (127.059)  (24.149) (6.881) (35.118)
Fixed * Low loss aversion 0.19*** 52.60***  613.45*** 549.81*** 48.64** 12.71** 1.34
(0.044) (17.905) (178.935) (145.343)  (22.792) (5.941) (42.268)
Fixed * Medium loss aversion 0.02 23.01 359.12  507.09*** 16.50 16.65** 55.49
(0.054) (22.469)  (218.670) (165.959)  (31.760) (8.181) (45.020)
Fixed * High loss aversion 0.03 4.79 24879  389.17*** 6.95 12.18* -45.87
(0.051) (20.139)  (162.499) (125.779)  (26.024) (7.091) (31.765)
Flexible * Low loss aversion 0.11** 36.99**  557.64*** 552.46*** 42.72%* 8.08 38.33
(0.048) (18.087)  (157.560) (123.042)  (21.651) (6.341) (36.572)
Flexible * Medium loss aversion 0.08 14.14 48.44 222.47 6.06 15.04* 90.66*
(0.055) (22.370)  (198.810) (166.009)  (31.732) (8.492) (46.435)
Flexible * High loss aversion 0.09* 18.66 371.08*  321.71** 48.80* 18.24** -13.38
(0.049) (19.648)  (194.265) (142.489)  (26.306) (7.592) (36.399)
Observations 3608 3608 3608 3608 3608 3608 3608
Test: Fixed coefficients equal 0.019 0.211 0.338 0.688 0.466 0.904 0.175
Test: Flexible coefficients equal 0.931 0.693 0.151 0.258 0.546 0.593 0.184
Test: Diff-in-diff (high vs low loss aversion) 0.031 0.268 0.498 0.743 0.179 0.302 0.939

Note: In this table we investigate heterogeneous treatment effects by interacting each of the two treatment dummies (assignment to the fixed
or flexible contract) with dummies for each of the three baseline loss terciles (where low, medium and high loss aversion refers to individuals
who were in the bottom, middle and highest terciles of measured loss aversion using the baseline loss aversion elicitation task). The omitted
category represents individuals in the control group from the lowest tercile of loss aversion. Standard errors, reported below each coefficient
in parenthesis, allow for clustering at the level of the individual. We denote significance using * for 10%, #x* for 5% and * * * for 1%. In the
bottom three rows of the table, we report p-values for two null hypotheses: (i) the null hypothesis that the effect of assignment to the fixed
contract is equal across three terciles of loss aversion; (ii) the null hypothesis that the effect of assignment to the flexible contract is equal across
loss terciles; and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the least loss averse and the most
loss averse was the same across the two assignment groups.
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Table A.41: Outcome heterogeneity by baseline time-preference tercile
@ @ (©)] @ ©) 6) @
Number of Business Business  Fixed = Household Household  Household

businesses  profits assets assets income  consumption savings

Medium impatience -0.09 -28.00  -361.89*  -288.46* -10.34 6.09 -46.28
(0.061)  (24.338) (213.110) (165.977)  (31.784) (8.258) (45.098)

High impatience -0.03 -14.74  -379.03*  -357.67** -1.77 -6.01 -29.37
(0.050)  (20472) (198.919) (144.543)  (24.713) (6.650) (37.534)

Fixed * Low impatience 0.08 14.12 26.83 257.53 37.07 16.95** -26.41
(0.049)  (20907) (211.702) (163.505)  (26.885) (7.736) (48.278)

Fixed * Medium impatience 0.25%** 68.29***  831.31** 775.35%** 40.46 351 -3.47
(0.058)  (23.505) (228.292) (201.884)  (33.098) (8.791) (45.534)

Fixed * High impatience 0.04 19.73  525.18** 513.37** 13.16 16.23*** 16.36
(0.042)  (16.423) (148.809) (110.339)  (20.503) (5.504) (31.159)

Flexible * Low impatience 0.08 32.06 377.62*  348.87* 58.03** 10.67 -29.93
0.050)  (21.187) (226.949) (160.718)  (28.493) (8.190) (40.791)

Flexible * Medium impatience 0.18*** 4528 489.00%** 426.27** 54.29* 5.69 47.47
(0.060) (22.549) (184.864) (154.830)  (30.359) (8.225) (44.215)

Flexible * High impatience 0.06 11.43 341.14*  438.06™** 12.47 18.38*** 67.00*
(0.045)  (17.540) (157.870) (116.777)  (22.410) (6.175) (39.267)

Observations 3608 3608 3608 3608 3608 3608 3608

Test: Fixed coefficients equal 0.016 0.184 0.034 0.147 0.695 0.436 0.752

Test: Flexible coefficients equal 0.249 0.486 0.834 0.907 0.384 0.464 0.214

Test: Diff-in-diff (high vs low impatience) 0.847 0.281 0.037 0.388 0.541 0.437 0.351

Note: In this table we investigate heterogeneous treatment effects by interacting each of the two treatment dummies (assignment to the fixed or
flexible contract) with dummies for each of the three baseline time preference terciles (where low, medium and high time preferences refers to
individuals who were in the bottom, middle and highest terciles of measured impatience using the baseline time preference elicitation task).
The omitted category represents individuals in the control group from the lowest tercile of time preferences (most patient). Standard errors,
reported below each coefficient in parenthesis, allow for clustering at the level of the individual. We denote significance using * for 10%, *x for
5% and * * * for 1%. In the bottom three rows of the table, we report p-values for two null hypotheses: (i) the null hypothesis that the effect of
assignment to the fixed contract is equal across three terciles of impatience; (ii) the null hypothesis that the effect of assignment to the flexible
contract is equal across time preference terciles; and (iii) a difference-in-difference test: testing the null that the difference in outcomes between
the least patient and the most patient was the same across the two assignment groups.
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Table A.42: Outcome heterogeneity by baseline management tercile

40

(1) ) B) 4 5) ©) %)
Number of Business Business  Fixed  Household Household Household
businesses  profits assets assets income  consumption  savings
Medium management -0.06 3.43 72.58 -6.77 7.44 219 50.77
(0.053) (20.484) (184.064) (138.383)  (25.502) (7.266) (34.008)
High management -0.06 16.03 -67.05 -35.51 40.54 5.02 8.28
(0.054) (22.213)  (206.524) (143.519)  (28.411) (7.982) (42.609)
Fixed * Low management 0.09** 33.39*  573.34*** 552.38** 21.77 19.83*** 3.32
(0.046) (18.097) (183.984) (153.301)  (24.395) (6.931) (32.687)
Fixed * Medium management 0.13** 42.98**  483.15%** 570.50*** 43.28% 11.95* -52.58
(0.054) (20.885) (176.776) (133.062)  (25.268) (6.789) (32.936)
Fixed * High management 0.08 11.08 267.14  340.75** 15.97 7.87 50.71
(0.050) (20.776)  (189.332) (142.258)  (27.503) (7.307) (49.504)
Flexible * Low management -0.03 5.24 418.50**  311.22** 22.95 7.43 8.85
(0.053) (19.443) (188.853) (140.923)  (24.486) (7.259) (31.080)
Flexible * Medium management 0.17** 54.79***  319.16*  396.41***  77.99*** 15.64** 48.05
(0.052) (20.121)  (163.441) (136.239)  (25.342) (6.702) (37.931)
Flexible * High management 0.14%* 16.36 397.49**  479.40*** 6.13 15.30% 51.43
(0.047) (19.506) (179.387) (130.719)  (26.794) (8.173) (50.891)
Observations 3608 3608 3608 3608 3608 3608 3608
Test: Fixed coefficients equal 0.811 0.546 0.505 0.450 0.738 0.480 0.208
Test: Flexible coefficients equal 0.013 0.190 0.912 0.685 0.124 0.666 0.638
Test: Diff-in-diff (high vs low management) 0.005 0.182 0.248 0.072 0.754 0.054 0.934

Note: In this table we investigate heterogeneous treatment effects by interacting each of the two treatment dummies (assignment to the fixed or
flexible contract) with dummies for each of the three management practices terciles (where low, medium and high refers to individuals who
were in the bottom, middle and highest terciles of baseline management practices). The omitted category represents individuals in the control
group from the lowest tercile of management practices. Standard errors, reported below each coefficient in parenthesis, allow for clustering
at the level of the individual. We denote significance using * for 10%, *x* for 5% and * * x for 1%. In the bottom three rows of the table, we
report p-values for two null hypotheses: (i) the null hypothesis that the effect of assignment to the fixed contract is equal across three terciles
of management practices; (ii) the null hypothesis that the effect of assignment to the flexible contract is equal across management terciles; and
(iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest management practices and the highest
management practices was the same across the two assignment groups.
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Table A.43: Outcome heterogeneity by baseline numeracy tercile

) @ ®) @ ®) (6) @)
Number of Business Business  Fixed  Household Household Household

businesses  profits assets assets income  consumption savings

Medium numeracy -0.10* -28.63 277.83 223.28 -27.98 1.16 19.59
(0.056) (22.861) (200.793) (144.585)  (29.154) (7.938) (45.849)

High numeracy -0.04 -8.01 411.87**  266.09** -10.05 7.89 -17.82
(0.051) (21.190) (182.284) (131.743)  (27.460) (6.931) (37.324)

Fixed * Low numeracy 0.04 15.79  796.03*** 716.22*** 18.95 21.86*** -37.55
(0.043) (18.893) (194.907) (156.982)  (25.449) (6.723) (35.524)

Fixed * Medium numeracy 0.18*** 47.81*  352.97*%  465.98*** 21.68 5.88 -13.38
(0.057) (22.312) (213.937) (159.591)  (27.207) (7.637) (47.127)

Fixed * High numeracy 0.09% 26.02 180.18  301.63** 37.31 10.65 40.76
(0.049) (18.724) (159.540) (125.574)  (23.529) (6.545) (39.953)

Flexible * Low numeracy 0.03 16.60  718.32*** 572.15%** 19.04 18.36** 22.09
(0.049) (19.926) (187.015) (155.273)  (27.064) (7.634) (40.301)

Flexible * Medium numeracy 0.15** 39.38* 281.43 196.57 47.33 13.16 -13.06
(0.059) (23.082) (195.176) (139.984)  (29.406) (8.197) (41.825)

Flexible * High numeracy 0.11** 23.13 170.60  383.70*** 41.48* 8.60 73.58*
(0.049) (18.350) (149.916) (114.096)  (23.343) (6.328) (40.975)

Observations 3608 3608 3608 3608 3608 3608 3608

Test: Fixed coefficients equal 0.173 0.548 0.050 0.126 0.849 0.264 0.330

Test: Flexible coefficients equal 0.276 0.758 0.072 0.191 0.754 0.617 0.347

Test: Diff-in-diff (high vs low numeracy) 0.562 0.882 0.777 0.279 0.904 0.884 0.668

Note: In this table we investigate heterogeneous treatment effects by interacting each of the two treatment dummies (assignment to the fixed
or flexible contract) with dummies for each of the three baseline math score terciles (where low, medium and high refers to individuals who
were in the bottom, middle and highest terciles of measured maths score using the baseline task). The omitted category represents individuals
in the control group from the lowest tercile of maths score. Standard errors, reported below each coefficient in parenthesis, allow for clustering
at the level of the individual. We denote significance using * for 10%, *x* for 5% and * * x for 1%. In the bottom three rows of the table, we
report p-values for two null hypotheses: (i) the null hypothesis that the effect of assignment to the fixed contract is equal across three terciles
of maths score; (ii) the null hypothesis that the effect of assignment to the flexible contract is equal across maths score terciles; and (iii) a
difference-in-difference test: testing the null that the difference in outcomes between the lowest maths score and the highest maths score was
the same across the two assignment groups.



Table A.44: Outcome heterogeneity by baseline risk tercile: LATE

42

@) @ ®) ) ®) (6) @)
Number of Business Business Fixed Household  Household  Household

businesses  profits assets assets income  consumption  savings

Medium 0.14** 25.00 35.08 -43.84 31.66 4.18 20.11
(0.057) (20.618)  (178.371)  (134.269) (26.935) (8.533) (38.435)

High 0.14** 36.34% 441.08** 152.91 12.93 7.19 -30.59
(0.057) (21.395)  (182.882)  (130.043) (27.529) (8.978) (47.417)

Fixed * Low 0.49*** 123.26**  1298.98*** 1120.52***  107.42** 59.67*** 10.24
(0.089) (33.073)  (315.768)  (247.783) (42.467) (14.640) (78.113)

Fixed * Medium 0.02 33.10 848.33**  975.89*** 10.97 30.43*** -17.22
(0.091) (34.193)  (333.646)  (265.182) (45.956) (11.311) (67.868)

Fixed * High 0.04 -6.22 -70.85 483.82* 33.35 -8.62 -11.49
(0.118) (48.048)  (383.753)  (246.461) (60.181) (17.935) (82.622)

Flexible * Low 0.36*** 83.31% 617.01% 531.78* 81.52 6.42 -31.41
(0.122) (44.451)  (347.104)  (274.036)  (57.375) (17.469) (78.727)

Flexible * Medium 0.09 33.91 1032.67***  758.97*** 44.09 29.63** 56.80
(0.093) (37.185)  (380.007)  (278.083) (49.315) (14.133) (96.955)
Flexible * High 0.13* 29.31 212.57 603.85%** 75.90% 40.76** 139.40%
(0.073) (29.630)  (250.236)  (179.671) (39.682) (13.812) (71.049)

Observations 3608 3608 3608 3608 3608 3608 3608

Test: Fixed coefficients equal 0.000 0.041 0.023 0.165 0.287 0.012 0.966

Test: Flexible coefficients equal 0.164 0.569 0.208 0.842 0.850 0.281 0.327

Test: Diff-in-diff (high vs low tericle) 0.171 0.214 0.062 0.077 0.405 0.000 0.137

Note: In this table we investigate heterogeneous treatment effects using local average treatment effect estimates, where we instrument
take-up with assignment to either of the two treatment contracts (fixed- or flexible-repayment), and interact with dummies for each
of the three baseline heterogeneity terciles (where ‘Low’, ‘Medium’ and ‘High’ refers to individuals who were in the bottom, middle
and highest terciles of the particular heterogeneity variable, as done in the equivalent table for the ITT results). The omitted category
represents individuals in the control group from the lowest tercile. Standard errors, reported below each coefficient in parenthesis,
allow for clustering at the level of the individual. We denote significance using * for 10%, ** for 5% and * * * for 1%. In the bottom
three rows of the table, we report p-values for three null hypotheses: (i) the null hypothesis that the effect of take-up of the fixed
contract is equal across three terciles; (ii) the null hypothesis that the effect of take-up of the flexible contract is equal across terciles;
and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest and highest tercile was

the same across the two assignment groups.
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Table A.45: Outcome heterogeneity by baseline loss tercile: LATE
1) (2 3 4 ®) (6) 7)
Number of Business Business Fixed Household  Household  Household

businesses  profits assets assets income  consumption  savings

Medium 0.10 11.87 147.57 -18.68 35.81 2.48 -51.49
0.062)  (23.940) (197.581) (144.721)  (31.731) (8.400) (41.404)

High 0.08 5.72 80.58 44.01 4.08 1.55 21.01
(0.051)  (19.511) (168.084) (122.010)  (23.499) (7.528) (33.923)

Fixed * Low 0.44%%* 111.63***  1130.52**  1037.13*** 97.50%* 41.47% -17.71
(0.088) (33.657)  (316.958)  (250.797) (41.368) (14.095) (75.373)

Fixed * Medium 0.05 39.05 614.96* 874.30%** 29.15 28.20%* 101.22
(0.097) (38.874)  (363.773)  (267.884) (55.345) (14.180) (77.715)

Fixed * High 0.05 7.06 490.17 774.99%** 11.07 20.60 -90.81
(0.100) (39.747)  (326.302)  (248.393)  (51.280) (14.313) (63.314)

Flexible * Low 0.21** 68.06* 939.82%**  966.59*** 78.59* 24.90* 66.76
(0.096)  (34.807) (286.172) (215.430)  (42.362) (14.882) (73.566)
Flexible * Medium 0.17 27.46 84.52 419.22 11.86 28.63* 171.63*
(0.108)  (43234) (372.727) (300.658)  (61.472) (17.046) (92.894)

Flexible * High 0.15* 32.28 562.25* 433.71* 85.23* 30.91** -13.76
(0.084) (33.035)  (330.432)  (228.195) (44.986) (14.430) (62.511)

Observations 3608 3608 3608 3608 3608 3608 3608

Test: Fixed coefficients equal 0.004 0.122 0.366 0.772 0.389 0.612 0.150

Test: Flexible coefficients equal 0.918 0.700 0.210 0.194 0.601 0.960 0.227

Test: Diff-in-diff (high vs low tericle) 0.022 0.219 0.618 0.511 0.209 0.268 0.952

Note: In this table we investigate heterogeneous treatment effects using local average treatment effect estimates, where we instrument
take-up with assignment to either of the two treatment contracts (fixed- or flexible-repayment), and interact with dummies for each
of the three baseline heterogeneity terciles (where ‘Low’, ‘Medium” and ‘High’ refers to individuals who were in the bottom, middle
and highest terciles of the particular heterogeneity variable, as done in the equivalent table for the ITT results). The omitted category
represents individuals in the control group from the lowest tercile. Standard errors, reported below each coefficient in parenthesis,
allow for clustering at the level of the individual. We denote significance using * for 10%, x* for 5% and * * * for 1%. In the bottom
three rows of the table, we report p-values for three null hypotheses: (i) the null hypothesis that the effect of take-up of the fixed
contract is equal across three terciles; (ii) the null hypothesis that the effect of take-up of the flexible contract is equal across terciles;
and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest and highest tercile was
the same across the two assignment groups.
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Table A.46: Outcome heterogeneity by baseline time-preference tercile: LATE

@ @ ®) 4) ®) (©) @)
Number of Business Business Fixed Household  Household  Household

businesses  profits assets assets income  consumption  savings

Medium -0.01 -12.87 -327.20* -256.08* -1.64 22.06** -55.14
(0.069)  (24271) (193.801) (152.267)  (30.988) (11.019) (43.295)

High 0.06 2.67 -322.83*  -297.27** 9.05 10.24 -42.81
(0.056)  (20.042) (187.230) (135.241)  (24.488) (8.489) (44.344)

Fixed * Low 0.28*** 49.95 130.36 554.36** 80.77* 57.04*** -61.70
(0.097) (35.955)  (351.793)  (265.363) (46.712) (16.922) (86.079)

Fixed * Medium 0.47%* 127.29**  1569.73***  1446.10*** 74.76 -3.21 -19.49
(0.130)  (48203) (471.762)  (401.805)  (67.297) (19.522) (93.881)

Fixed * High 0.07 3542  1007.16***  990.02*** 24.83 29.79%* 35.68
(0.084)  (31.821) (283.695) (202.763)  (39.730) (11.213) (63.100)

Flexible * Low 0.23** 75.09** 735.28* 573.18** 109.12** 30.74* -65.41
(0.099)  (37.693) (403.781)  (259.286)  (52.593) (17.718) (79.191)

Flexible * Medium 0.29%** 71.05* 743.68**  670.77%** 95.66* 13.87 88.31
(0.109)  (39.751) (311.213) (256.130)  (51.948) (16.322) (76.863)
Flexible * High 0.08 13.03 534.93*  759.75%** 18.99 32.79** 145.08*
(0.092) (35.367)  (302.162)  (212.061) (45.628) (13.424) (84.540)

Observations 3608 3608 3608 3608 3608 3608 3608

Test: Fixed coefficients equal 0.033 0.304 0.033 0.170 0.630 0.090 0.677

Test: Flexible coefficients equal 0.302 0.435 0.879 0.873 0.410 0.644 0.195

Test: Diff-in-diff (high vs low tericle) 0.676 0.371 0.046 0.505 0.661 0.254 0.381

Note: In this table we investigate heterogeneous treatment effects using local average treatment effect estimates, where we instrument
take-up with assignment to either of the two treatment contracts (fixed- or flexible-repayment), and interact with dummies for each
of the three baseline heterogeneity terciles (where ‘Low’, ‘Medium” and ‘High’ refers to individuals who were in the bottom, middle
and highest terciles of the particular heterogeneity variable, as done in the equivalent table for the ITT results). The omitted category
represents individuals in the control group from the lowest tercile. Standard errors, reported below each coefficient in parenthesis,
allow for clustering at the level of the individual. We denote significance using * for 10%, x* for 5% and * * * for 1%. In the bottom
three rows of the table, we report p-values for three null hypotheses: (i) the null hypothesis that the effect of take-up of the fixed
contract is equal across three terciles; (ii) the null hypothesis that the effect of take-up of the flexible contract is equal across terciles;
and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest and highest tercile was
the same across the two assignment groups.
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Table A.47: Outcome heterogeneity by baseline management tercile: LATE

@ @ ®) 4) ®) (©) @)
Number of Business Business Fixed Household  Household  Household
businesses  profits assets assets income  consumption  savings
Medium -0.01 13.84 112.92 4193 13.90 13.32 41.81
(0.059) (20.806)  (183.016)  (137.438) (25.894) (8.681) (32.891)
High -0.01 26.57 -12.81 19.00 46.75 15.92* -0.64
(0.059)  (22.848) (208.339) (143.321)  (29.215) (9.411) (41.819)
Fixed * Low 0.31*** 91.70**  1250.29%** 1224.88*** 60.20 67.11%** -18.05
(0.113) (39.085)  (384.630)  (318.340) (51.774) (18.916) (64.756)
Fixed * Medium 0.19* 65.94**  753.94**  896.93*** 65.62* 15.51 -86.12
(0.086) (32.991)  (285.145) (213.746)  (39.813) (11.135) (54.754)
Fixed * High 0.18* 22.00 490.15 649.35** 33.43 16.00 101.92
(0.101)  (42.020) (370.291)  (262.201)  (55.146) (15.299) (99.984)
Flexible * Low 0.03 23.87 77546  589.21** 53.30 33.47* 0.97
(0.112)  (37.020) (348.301) (249.588)  (45.680) (17.645) (54.550)
Flexible * Medium 0.34%** 106.58***  505.59 645.62** 155.28*** 32.18** 114.85
(0.108)  (39.598) (311.330) (258.706)  (49.368) (15.284) (83.582)
Flexible * High 0.227%%* 20.96 615.09*  740.49** 0.55 22.93 78.51
(0.078) (32.081)  (289.234)  (201.342) (44.709) (14.228) (89.890)
Observations 3608 3608 3608 3608 3608 3608 3608
Test: Fixed coefficients equal 0.634 0.497 0.378 0.408 0.893 0.060 0.262
Test: Flexible coefficients equal 0.126 0.211 0.851 0.886 0.074 0.879 0.461
Test: Diff-in-diff (high vs low tericle) 0.025 0.217 0.242 0.085 0.728 0.086 0.733

Note: In this table we investigate heterogeneous treatment effects using local average treatment effect estimates, where we instrument
take-up with assignment to either of the two treatment contracts (fixed- or flexible-repayment), and interact with dummies for each
of the three baseline heterogeneity terciles (where ‘Low’, ‘Medium” and ‘High’ refers to individuals who were in the bottom, middle
and highest terciles of the particular heterogeneity variable, as done in the equivalent table for the ITT results). The omitted category
represents individuals in the control group from the lowest tercile. Standard errors, reported below each coefficient in parenthesis,
allow for clustering at the level of the individual. We denote significance using * for 10%, x* for 5% and * * * for 1%. In the bottom
three rows of the table, we report p-values for three null hypotheses: (i) the null hypothesis that the effect of take-up of the fixed
contract is equal across three terciles; (ii) the null hypothesis that the effect of take-up of the flexible contract is equal across terciles;
and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest and highest tercile was
the same across the two assignment groups.
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Table A.48: Outcome heterogeneity by baseline numeracy tercile: LATE
1) (2 3) “) ®) (6) )
Number of Business Business Fixed Household  Household  Household
businesses  profits assets assets income  consumption  savings
Medium -0.02 -14.82 251.74 213.53 -20.28 17.37* 2.62
(0.062) (22.675)  (189.056)  (132.990) (28.821) (9.460) (53.553)
High 0.03 5.44 389.65** 262.01%* -2.49 22.75%* -34.87
(0.060) (21.479)  (171.896)  (121.337) (27.051) (9.361) (39.099)
Fixed * Low 0.20%* 50.75 1365.99***  1255.38*** 47.50 63.89%%* -92.35
(0.086) (33.046)  (315.373)  (246.489) (43.693) (15.372) (64.628)
Fixed * Medium 0.34%%* 89.93** 710.75% 943.76%** 38.99 3.34 -20.00
(0.120)  (43.462) (417.061) (300.042)  (54.767) (15.959) (98.919)
Fixed * High 0.17* 48.83 340.39 568.08** 71.77 18.00 81.67
(0.099)  (36911) (309.482) (235.814)  (45.648) (13.908) (79.250)
Flexible * Low 0.15 4957 1187.36*** 944 .46*** 46.50 51.61*** 38.51
(0.096)  (36.239) (314.395) (252.457)  (49.606) (16.803) (78.317)
Flexible * Medium 0.27** 75.17 528.59 318.46 102.77 27.37 -21.54
(0.132)  (48.792) (401.338) (280.481)  (63.627) (19.129) (87.455)
Flexible * High 0.17** 31.59 222.05 578.62*** 63.88 9.67 128.51*
(0.084) (31.034) (248.484)  (180.422) (39.534) (12.222) (74.891)
Observations 3608 3608 3608 3608 3608 3608 3608
Test: Fixed coefficients equal 0.551 0.725 0.072 0.148 0.887 0.020 0.238
Test: Flexible coefficients equal 0.735 0.749 0.062 0.236 0.788 0.146 0.413
Test: Diff-in-diff (high vs low tericle) 0.734 0.746 0.899 0.407 0.919 0.859 0.523

Note: In this table we investigate heterogeneous treatment effects using local average treatment effect estimates, where we instrument
take-up with assignment to either of the two treatment contracts (fixed- or flexible-repayment), and interact with dummies for each
of the three baseline heterogeneity terciles (where ‘Low’, ‘Medium” and ‘High’ refers to individuals who were in the bottom, middle
and highest terciles of the particular heterogeneity variable, as done in the equivalent table for the ITT results). The omitted category
represents individuals in the control group from the lowest tercile. Standard errors, reported below each coefficient in parenthesis,
allow for clustering at the level of the individual. We denote significance using * for 10%, x* for 5% and * * * for 1%. In the bottom
three rows of the table, we report p-values for three null hypotheses: (i) the null hypothesis that the effect of take-up of the fixed
contract is equal across three terciles; (ii) the null hypothesis that the effect of take-up of the flexible contract is equal across terciles;
and (iii) a difference-in-difference test: testing the null that the difference in outcomes between the lowest and highest tercile was
the same across the two assignment groups.



N Script describing the fixed-repayment contract

English translation of the script for demonstration of fixed-repayment contract
Introduction

In this meeting, we are going to describe a type of contract that Akhuwat would like to offer to some of its selected
clients, like you. This contract is designed to help entrepreneurs like you purchase an asset for their business. If you are
offered this contract, you are allowed to use the money to buy a large asset for your business, sweh ar a sewing machine if
vou make clothes, or for example a rickshaw if you are a nckshaw dover, o for example a welding plant if you do welding,
or for example a molding machine if that is your business. You are not allowed to use it to purchase raw materials or
inventories or stock that yon then sell to people: for example, if you were a tailor, then yon would not be allowed to use
the money to buy thread or clothes. The benefit of this new contract is that it allows you to access finance for a larger

amount than is currently available from Akhuwat,

The purpose of this meeting is to describe the contract to you. We would like you to understand how the contract
works. We will describe the contract and then we will ask you questions to see if you have understood the contract.
Please do not tell us now in this meeting about if you are interested in the contract or not. After the meeting, on another
day, an Akhuwat member of staff will visit you to ask if you would be interested in this contract. The purpose of the
group meeting is just to explain the contract and check that vou have understood how it works. Please feel free to ask us
as many questions as you want about the contract. It is very important that you nnderstand how this contracts works:

what payments you have to make and what happens if you do not make the payments
Dwoes anybody have any question?

Ali the Tail

We will explain how the contract works using the hypothetical story of a business person called Ali. Ali lives and works
in Townsh.ip, Lahore. Ali owns and manages a small tallor business, where he stitches clothes by hand. Ali’s business 13
successful, but he would like to expand his business. Ali thinks that if he buys a sewing machine, his profits will increase
a lot. Ali has a small amount of savings, 10,000 Rs, but it is not enough to buy a sewing machine, which costs 100,000

Akhuwat can help Ali Al has 10,000 Rs of savings. The sewing machine costs 100,000 Rs. If Akhuwat contributes
90,000 Rs, then Akhuwat and Ali can buy the asset together. Akhuwat and Ali will then own the asset together. This type
of partnership, or joint ownership, is called “shirakat ™ Akhvwat will own 90% of the sewing machine, and Al will own

10% of the sewing machine.

But Akhuwat does not need to use the sewing machine Ali does need to use the sewing machine, for his business. So
Akhnwat and Ali make an apreement. Ali will use the sewing machine for his business, and he will pay rent to Akhvwat
every month becanse he is the only one who will benefit from nsing it So Ali will pay Akhuwat rent, or “kirayah ™ Ali
will also be responsible for all daily repairs of the asset, because he is the one that is using it, but if there is a natural

disaster then Akhuwat will share in the risk of this with Al

ENUMERATOR: PLEASE BE VERY CAREFUL IN EXPLAINING THE NUMBERS NOW:

The amount of rent that Al will pay to Akhuwat is based on the percentage of the asset that Akhuwat owns. Imagine
that Akhuwat and Al agree on a rental rate of 1% per month for the sewing machine.” 1% of 100,000 Rs iz 1,000 Rs.
Becanse Akhuwat owns 90% of the sewing machine, Akhwwat is entifled to 90% of 1,000 Rs, which is 900 Rs. So Al

must pay Akhuwat rent of 900 Rs at the end of the first month.

ENUMERATOR: Nlustrate all of this.
Does everybody understandr Does anybody have any questions
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Reduction of Akhuwat’s Ownership Share

As mentioned, Aklrwat owns 90% of the sewing machine, and Ali owns 10%. However, this ownership share can
change. Ali can purchase some of Akhwwat’s ownership share. If Ali gives Akhuwat 5,000 Rs, then he can purchase 5%
of Akhuwat’s ownership share in the sewing machine. This would increase Ali's ownership share of the asset by 5%,
and decrease Akhuwat's share by 5%. Ali's ownership share would increase from 10% before to 15% now, and
Akhwat’s ownership share would decrease from 90% before to 85% now.

The benefit of this to Ali is that he now pays less rent Before, when his ownership share of the sewing machine was
only 10%, and Akhuwat’s ownership share was 90%, Ali had to pay rent on Akhuwat’s share of 900 Rs per month. But
after he repurchased 5% from Akhuwat’s share, Ali now owns 15% of the asset, and Akhwwat owns 85%, so the rent he
pays will decrease to 850 Rs per month.

Does everybody nnderstand? Does anybody have any questions?

We have now explained the basic idea about this new contract that Akhwwat is interested in offering to some of its
selected clients, nsing the example of Al The main ideas that we discussed were:

1)  Joint-ownership of the sewing machine between Akhvuwat and Ali, or “shiraakat’

2) A payment of rent or “kirayah™ from Ali to Akhuwat, becanse Ali is nsing the asset and Akhuwat owns some of
the sewing machine.

3) A reduction in the amount of rent that Ali has to pay when he repurchases some of Akhuwat’s ownership share in
the sewing machine.

We will now describe the contract that Akhuwat is interested in offering to some of its clients, using the same ideas as
the example with Ali. Please do not tell us now in this meeting about if you are interested in the contract or not. After
the meeting, on another day, an Akhuwat member of staff will visit you to ask if you wonld be interested in this contract.

Describing the Contract: The Fixed-Repayment Contract

The contract is a “fized-repayment” contract. We will again illustrate it with the example of Ali the tailor and the sewing
machine.

In this fized-repayment contract, Ali and Akhuwat make an apreement for 18 months. The agreement says that, every
month, Ali has to buy back 5% of Akhuwat’s ownership share in the sewing machine. That means that Ali has to pay
5,000 Bs to Akhuwat every month, for 18 months. Every time Ali pays 5,000 to Akhuwat, his ownership share of the
sewing machine increases by 5%, and Akhwwat’s ownership share decreases by 5%. We can see what this looks like nsing
a table:

Fixed Payment Contract
Start of Month Alchuwat Ali
1 o0%% 10%%
2 B3% 13%
3 B0%% 20
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4 T5% 25%
3 T% 0%
[ 63% 35%
7 &0%% 40%0
8 55% 45%
9 50%% 50%
10 45% 35%
11 40%% 60%%
12 35% 63%
13 J0%e T0%
14 25% 73%
15 20% 80%%
16 15% 83%
17 10% 00%
18 3 03%
End %% 0%

ENUMERATOR: Describe, slowly, how Akhuwat’s ownership share decreases by 5% every month.

So this “fized-repayment” agreement between Al and Akrwat means that Al must pay 5,000 every month to Akhuwat
to purchase Akhuwat’s ownership share in the asset. But during those 18 months, the asset will stay with Ali, and he will
benefit from it, so he must also pay rent or “kirayah,” like we described before. Becanse the rent payment that Ali pays
to Akhuwat every month is dependent upon the ownership share, the rent amount will decrease each month as

Akhuwat’s ownership share decreases. We can see what this looks like nsing a table:

Fixed Payment Contract
Start of Month Al Alkhuwat End of Month Rent End of Month Payment
1 10 20 200 5000
2 15 83 830 5000
El 20 80 BOO 5000
4 25 75 750 5000
5 30 70 TO0 5000
& 33 63 630 5000
T 40 60 600 5000
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8 45 55 550 5000
9 50 50 500 5000
10 55 45 450 5000
11 &0 40 400 5000
12 [ 35 350 5000
13 T0 30 300 5000
14 75 25 250 5000
13 B0 20 200 5000
16 83 15 150 5000
17 20 10 100 5000
13 93 3 50 5000
End 100% 0% L] L]

ENUMERATOR: Describe, slowly, how Ali's rental payment changes as the ownership share changes.

Does everybody understand how this fized-repayment contract works? Does anybody have any questions?
Missed Payments

Now we will describe what happens if Ali misses any of the requirement payments in the contract.

If Ali cannot pay any of his required payments, then he has to make the payment in the next month. However, if he still
cannot make the payment in the next month, then Ali has to agree that Akhuwat will repossess the sewing machine.

To help in this process - before this contract starts - Akhwwat and Ali will agree to have a “witness™ to the contract,
who will agree to assist in the process of delivering the sewing machine back to Akhwwat in this sitvation that we have
described. But the “witness™ will not have any obligation to make any payment if Ali misses a payment.

When Akhwwat repossesses the sewing machine, Akhuwat will sell the sewing machine in the market. The proceeds of
the sale will be distobuted in proportion to the ownership shares. For example, if the sewing machine was sold for
80,000 Rs in the market, and Akhirwat and Ali’s ownership share was 50%-50%, then Akhuwat will keep 40,000 Rs and
Al will keep 40,000 Rs. After that, the contract between Ali and Akbnrwat will be finished.

Other
Akhvwwat has only a limited number of products that it can offer at the moment. The computer will decide who will be
offered the product, nsing a random process (like drawing lots). We have no inflnence on the decision of the computer.
The computer will decide randomly if you are selected to be offered the contract. Some people will not be offered the
contract This will not take place today, but will take place after we have identified the asset that you would like to
purchase.

Does everybody understand? Does anybody have any questions?
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O Further details on the structural model

O.1 Introducing microfinance to the base model

Allowing for an unconditional loan: The introduction of the new state variable re-
quires an amendment to the value function:

Vi (kt, ft, €, P, Xt)
Cl—l/’y
t
maxg, .y, fq e i) | (o) 1—1/v + B Vin (kes1, fr1 €001, Prea, xe + 1)
- ifx < X;
Vi (ke, ft, €¢) if xp = X+ 1.

(2')

That is, we treat the household as maximising discounted future consumption over the
duration of the loan cycle, where the continuation value (after the cycle ends) is defined
by the no-contract value function V;,.

Allowing for the asset financing contract: Alternatively, suppose that the household
receives the asset financing contract, excluding the flexible-repayment option, and with
a uniform asset amount of F. We model this scenario by (i) keeping the amended value
function in equation 2’ (because, as in the standard loan case, the household needs to
optimise based upon its position in the cycle), (ii) by reverting to the initial restriction
ft > 0 (because the asset-finance contract is implemented as a direct injection of fixed
capital, rather than as a relaxation of the financial constraint), and (iii) by amending
equation 4:

B F{1/3+0.04x[1—015x (xr — 1]} ifx,=1; ,
Sf_ff+1_(1+’)'ff+{F-{1/5+0.o4x[1—0.15><(xt—1)]} ifxy>1 &)

Equation 4’ adjusts the earlier law of motion for f;, by taking from the household a
repayment to the MFI: this comprises an ownership purchase payment as well as a rental
payment — and, in the initial period, also requires a 10% deposit.’

0.2 First-stage GMM estimation

Denote the microenterprise value-added as y;;. Following Blundell and Bond (2000),
define m;; as the residual from a ‘p?-differenced’ production function in logs:

mi = Inyj — [(1 — p2> -a—+ p2 ‘Iny; g +a-Ink; — ocpz ‘Ink;;q] . (A.5)

> The particular numbers used in equation 4’ are specific to the particular implementation in our context —
including the representation, discussed shortly, that each time period comprises three calendar months.
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Then equations 2, 3 and 5 in the main paper together imply the following valid moment
conditions:

E (m;;) = 0; (A.6)

E (mj -Iny;;—1) =0; (A.7)
E (mlt ll’lklt 1) 0; (AS)
E (02— m}) =o. (A.9)

Table A.49 shows the estimates obtained from our first-stage GMM estimation.

Table A.49: Structural estimates: First-stage GMM estimates

PARAMETER ESTIMATE (S.E.)

" 593 (0.12)
0 0.62  (0.03)
& 0.16  (0.02)
o 030  (0.01)

0.3 Discretization and interpolation

As discussed in the main paper, the state space for the no-contract model is (ki, fi, ¢, P¢).
We discretize k; using 25 points (using a log-linear grid from US$10 to US$5000) and we
discretize f; using 25 points (using a linear grid from the loan size to zero, and then to
US$3000). We discretize ¢; using 5 points, using the usual method of Tauchen (1986). We
solve the model at each of these points, in which we further discretize k;;1 and f;11 and
interpolate by linear approximation after transforming according to the inverse marginal
utility of consumption (Blundell et al., 2016; Carroll, 2020). The model is specified and
solved in discrete time; we treat each quarter as a different time period (thus we use six
time points to solve for the 18-month contract horizon).

As discussed in the paper, we solve for V,, (the no-contract case) by iterating to conver-
gence on a Bellman equation. With the solution to V,, in hand, we then solve for the two
separate microfinance cases using backward induction. We then use these solutions for
simulation; we do this by forming three Markov matrcies (one for the no-contract case,
one for the standard loan case, and one for the fixed-repayment case), and then drawing
from those matrices. For the initial distribution, we use the baseline joint distribution
of (k¢, ft), and assume that this is independent of the initial distribution of ;. We use
2500 simulated observations, and we use the observed empirical take-up rates for both
control and T1 groups.

0.4 Simulated moments

As discussed in the paper, we target Average Treatment Effects for fixed capital, mi-
croenterprise value-added and household consumption; we target these parameters at
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the three-month, six-month, 12-month, 18-month and 24-month follow-ups. This implies
15 moments in total. Denote by s the vector of the 15 targeted moments in the real data;
denote by 3(0) the equivalent vector in the simulated data. We weight each of these
moments by the inverse of the standard error from a regression on the T1 dummy (in an
ANCOVA specification, partialling out strata dummies). Denote by (); a diagonal ma-
trix recording these variances. Our Indirect Inference loss function is therefore formed
as follows:

(s—3)- Q7' (s—3). (A.10)

0.5 Goodness of fit

In Figure A.8, we show the real treatment effects (for fixed capital, value-added and
consumption, at all follow-up waves), with a 95% confidence interval; we superimpose
simulated treatment effects under model variants representing large non-convex capital
adjustment costs (x = 1500) and no such costs (x = 0). The model with x = 1500 repli-
cates large and persistent treatment effects on both fixed capital and enterprise value-
added. In contrast, the treatment effects cannot be replicated by the x = 0 version of
the model; in that version, the control group is able to catch up quickly, both in terms of
tixed capital and value-added.

Figure A.9 shows the goodness-of-fit for a large number of untargeted moments, both for
the preferred model version with large non-convex adjustment costs (x = 1500) and for
the case without such costs (x = 0). Specifically, we compare model predictions to data
for fixed capital (both in levels and in first differences), for value-added (in levels and in
differences) for household consumption (in levels and in differences) and for financial
assets (in levels); we do this both for control and treatment groups, at the three-month,
six-month, 12-month, 18-month and 24-month marks, and we map the 25th, 50th and
75th percentiles. The figure shows that the model fit is much better under x = 1500
than x = 0. In particular, under ¥ = 0, the model predicts substantially more capital
accumulation — both in control and treatment groups — than is actually observed.

In Figure A.10 we show the real and simulated moments for the control group; in Figure
A.11, we show the same for treatment group 1. (In each case, we show the observed
moment in black, with a 95% confidence interval, and show the simulated moment in
red.) In particular, our model replicates three characteristics of the data very closely.
First, we fit very closely the distribution of fixed capital. This is true both in levels
and in first differences. We replicate the important feature that (as noted, for example,
in Levinsohn and Petrin (2003)) a large share of firms do not adjust their fixed capital
from one period to the next. Second, we fit closely the pass-through of fixed capital
into microenterprise value-added; this is illustrated by the tight fit on the value-added
moments, both in levels and in differences. Third, we replicate the key causal chain
discussed in our experimental results: when we compare treatment to control, we find an
increase in fixed capital, which causes an increase (of the relevant magnitude) across the
distribution of value-added, which then leads to an increase in household consumption.

53



asn asn asn

009 ooy 002 0 00e- 008 009 00¥ 002 0 008 009 o0or 002 0
T T T T 1 r T T T T T T T T T
0=vpolEnus v
: 005} = ¥ pajEinWIs ¢ :
H sppayseay e H
e ¢y ¢ v ————9 m
I‘lm v ——4 1_ * + _
oy - S
- v | R w

uondwnsuo) pappe-anjep leyides paxi4

syuow g

sujuow g|

syuow z|

syuow 9

Syuow ¢

s1ajowered juaurjear) pajagie], 3y [OPOIA 8V 2In3ig

54



Figure A.9: Model fit: Untargeted quantile parameters
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0.6 Phase diagram

Figure A.12 shows a phase diagram in (k, f) space (illustrated for the no-contract case,
and setting (¢,9) = (0,1)). We illustrate period-to-period transitions with arrows, and
use larger red dots to indicate fixed points (that is, points that would be fixed if (¢, 1) =
(0,1) forever). The diagram shows that the non-convex capital adjustment costs generate
a wide range of stable points; these cover a range of values of k11, and each involves

frr1~0.

Figure A.12: Phase diagram in (k, ) space
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O.7 Belief-elicitation exercise: depreciation and partial irreversibility
parameters

In this section, we describe the procedure used to estimate two parameters that we
then fixed in the structural model: depreciation and partial irreversibility.® Follow-
ing Gavazza, Lizzeri, and Roketskiy (2014), we define irreversibility as the difference
between an asset’s suggested retail value (the price at which a dealer sells it) and its
wholesale price (the price that retailers pay to buy it), holding asset age constant. Ta-
ble A.50 provides an overview of the variables and parameters used in this estimation
procedure.

Table A.50: Overview of variables and parameters

Variable Description Method
pr Belief about current retail value Directly collected
th Belief about current (wholesale) market value Directly collected
12 Original purchase price Directly collected, reflated using 7
Py Theoretical value Jointly implied by P}, BY, &), and 6%
Parameter Interpretation Estimation
it Inflation estimate Directly collected
~ 1 s pr—py
& Current partial irreversibility rate Lt
t
P\
o Depreciation rate of retail price 1- (P”Ttg)
- . . pr—py
f Immediate depreciation at purchase Lot
0
P i
ov Depreciation rate of wholesale price 1-— (%)
(170(0)-130

0.7.1 Estimation procedure

We gathered incentivised beliefs about assets” current wholesale market value P¥, and
non-incentivised beliefs about the higher retail price P/ charged by dealers. Respondents
also stated their recollection of the original purchase price P/, reflated using their infla-

tion estimate 7t. These three variable allow the direct computation of &; = 1 — % and
t
- 1
~ T\ f ~,
o =1- (%) ', The variables of interest &, and 4%, required to calculate the wholesale
0
depreciation schedule, are then estimated as follows:

® The data and analysis in this section is based on the work of Saidani (2020), who conducted all of the
belief elicitation activities with our respondents.
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(i) We make use of the fact that most assets are relatively new, varying between 1.7 and
2.9 years, with a mean of 2.3. With the assumption of a near-constant absolute cost
of irreversibility being both well-founded theoretically and confirmed empirically,

pr—pw

t 156 t
day dealer markup divided by the reflated original purchase price).

we proceed by applying P) — P¥ ~ P/ — PP to calculate & as (the present-

(i) Then, noting that B¥ = P¥ - (1 —3§%)" = B - & - (1 —3)’, it is straightforward to

_ 1
calculate 6% =1 — (%) g
0

_[)20

0.7.2 Sample and survey

The sample frame consisted of 193 microenterprise owners from the experimental sam-
ple, covering the five largest asset categories for assets purchased in the project. En-
trepreneurs received $3 for participating in an initial survey, plus up to $3 for a follow-
up valuation exercise. Of the 193 individuals in the sample, 130 completed the survey.
The reasons for non-completion are as follows: By the time surveys were conducted
(October until December 2019), 19% of the entrepreneurs in the sample had successfully
completed the 18-month contract with the MFI, gained full ownership of the asset, and
decided to sell it on the market, thereby excluding them from a valuation exercise that
required physical ownership of an asset. A further 12% of respondents were not con-
tactable, partly because they had changed their phone number. Lastly, two respondents
refused to be interviewed, in one case due to a health emergency in the immediate fam-
ily; one individual had moved to a different town; and one person had passed away.

Among others, the survey included the following questions:
Purchase price P): What was the purchase price of the asset?

Inflation estimate 7i: “We are interested in the inflation of asset prices over the last
years. If you bought the same asset again today in the original condition in which
it was purchased, how much would you have to pay for it?”.

As a follow-up, respondents were presented with the implied inflation rate, calcu-
365/ (today—purchase date)

h i . .
L s S — 1: “Your answer implies that a asset changes

reflated price
in value by x% each year. Would you like to confirm your estimate, or correct it?”

lated as

Market value P?: Respondents’ beliefs about the market value of their assets, the key
result of this survey, was elicited in an incentivised manner, as discussed below.
The question was worded as follows: “Please think about how much your asset
would sell for in its current condition in the market, after negotiating and finding
the best price. Think carefully, and consider all important factors. We will later
obtain a professional estimate by asset vendors, and if your estimate is within 15%
of the average valuation, you will receive the agreed payment amount. How much
would your asset sell for in its current condition in the market?”
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Repurchase value P/: “Now rather than selling, imagine you had to buy your asset in
its current condition from the market. As vendors make a profit on buying and
selling, you would probably not be able to buy it for the sale price you mentioned
earlier. Please think of the lowest price that a dealer would sell your asset for, after
negotiation. How much would you have to pay for your asset if you had to buy it
in its current condition from the market?”

0.7.3 Incentivisation

Respondents were due to be paid a fixed sum if their response was within 15% of the
average valuation of three professional asset valuers.” Given this method, respondents
faced the following optimisation problem:

max) q,0{0.85-@ <@ <1.15-@} - u(x) (A.11)
' w

where w = %Z?:l w; is the average of three valuations; and I {cond} is an indicator

function that equals 1 if the condition is true and 0 otherwise. This method effectively
elicits the midpoint of the ‘most likely interval’ of width 0.3 - E (@), i.e. that interval
which includes the most probability density Schlag and van der Weele (2015).> This
method retains its incentive-compatibility when agents are not subjective expected util-
ity maximisers: A preference for positive payment over no payment is all that is required
(Schlag, Tremewan, and van der Weele, 2015).

Addressing two potential objections, there are two observations worth noting;:

e First, respondents’ beliefs about the distribution of expert valuations is equivalent
to their belief about the distribution of market values, and that it is thus valid to
incentivise the latter through the realised value of the former: Experts are simply
asset vendors (i.e. those people who buy and sell second-hand assets), and thus
their (truthful) assessment of an asset’s post-negotiation market value is identical
to the price that its owner could expect it to fetch in the market.

e Second, the validity of the incentivisation is not affected by the fact that it was not
possible to obtain expert valuations after all, as mentioned previously. Ex-ante, en-
trepreneurs responded to the survey in the belief that they could receive monetary
incentives; and they were not misled, since the valuation exercise was intended and
planned, but as mentioned it was ultimately disrupted by the outbreak of Covid-19
and subsequent lockdown in Lahore.

7 Unfortunately, this valuation were not completed as the exercise coincided with the outbreak of Covid-
19 and the lockdown in Lahore.

8 In theory, this is a generalisation of the mode: The ‘most likely interval’ of width 0 is equivalent to
the point with the highest probability density, i.e. the mode of the distribution. Nonetheless, except
for highly skewed or multi-modal distributions, this quantity is expected to lie close to the mean and
the median. Evidence from interviews during the survey trials indicates that respondents’ beliefs are
single-peaked, and that their uncertainty around stated beliefs is near-symmetric, implying that the
mode, mean and median are practically equivalent.
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Figure A.13: Density plots of estimated parameters. Dashed lines indicate the sample
mean.

0.7.4 Results

Following the methodology discussed above, we use the data from the microenterprise
survey to compute partial irreversibilities #p and exponential depreciation rates 6% for
all microenterprises, which together fully specify the wholesale depreciation schedule:

iy = i (A.12)

Tw __ _ ptw !
| (—(1 ) -ﬁg) (A.13)

Figure A.13 shows how the estimated parameters are distributed. There is substan-
tial heterogeneity between microenterprises, with implied rates of partial irreversibility
ranging from 0.04 to 0.29, and subjective depreciation even more spread out. The sam-
ple averages of &) and 6 are 14.3% and 17.7% respectively. Subjective depreciation
schedules implied by these parameters are plotted in A.14.
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