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Abstract: 

We replicate Burgess and Pande (2005), who analyze the effects of the state-led expansion 

of the banking sector on poverty in India from 1961 to 1990. They find that the bank 

branch expansion in the rural areas decreased poverty due to improved access to credit 

and saving facilities. However, Burgess and Pande (2005) do not consider other 

simultaneous policies affecting the financial sector and poverty, in particular, the 

Integrated Rural Development Program aiming at credit subsidizing for the poor. 

Therefore, using the methodology by Burgess and Pande (2005), we show that structural 

shifts in the rural bank branch expansion and rural poverty can be identified for almost 

any other year between 1970 and 1984. Our results imply that the experiment by Burgess 

and Pande (2005) does not prove a superior impact of the bank branch expansion on 

poverty reduction in India. 
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1 Introduction

Over the years, it has become widely accepted that easing of access to financial ser-

vices can reduce poverty and boost overall economic growth. Several alternative

policies have already been tried, including credit subsidies for the poor, microfi-

nance, and bank branch expansion in previously unbanked areas. The importance

of finance for growth has been confirmed by many, and even the 2010 edition of

the Handbook of Development Economics contains a separate chapter surveying

that time evidence (Karlan and Morduch, 2010). Moreover, Muhammad Yunus,

the founder of the Grameena bank who pioneered the provision of microcredits

in Bangladesh, was awarded by the Nobel Peace Prize in 2006. Although Banerjee

and Duflo (2011) have questioned the transformative power of microfinance, the

focus on access to finance has been incorporated in development strategies.

One of the most influential papers supporting the view that easier access to

credit helps to decrease poverty is Burgess and Pande (2005). By the end of 2019,

this paper collected more than 1150 Google Scholar citations, with 200 of them

just in 2018 and 2019, indicating an ongoing interest in their research. Their paper

has been acknowledged in several policy publications (i.e., Claessens and Feijen,

2007; Honohan and Beck, 2007; Jahan and McDonald, 2011) and mentioned in the

Handbook of Development Economics (Rodrik and Rosenzweig, 2010).

The identification of the effect of access to finance on poverty reduction re-

quires a careful treatment of potential endogeneity. As a measure of access to

finance, Burgess and Pande (2005) employ the bank branch expansion. However,

since banks expand in the areas with increasing business opportunities, the ex-

pansion is not necessarily exogenous to poverty. Burgess and Pande (2005) solve

the problem of causal inference by instrumenting the bank branch expansion with

imposition and removal of the 1977 bank branch licensing policy. This policy re-

quired every bank to open four branches in unbanked locations for each branch

opened in a banked location. Therefore, Burgess and Pande (2005) test for the

presence of a structural break in a trend of bank branch expansion in rural areas

and whether the increase in the number of bank branches induces a decrease in

rural poverty. In their exercise, the exogeneity of these trend reversals as instru-

ments for the expansion of bank branches requires the bank licensing policy of

1977 to be the only policy aimed at poverty reduction.

Moreover, Burgess and Pande (2005) emphasize that the 1977 policy was new
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and a one-time government intervention. However, Panagariya (2006) and Kochar

(2011) point out that the bank branch expansion policy had already started in the

1960s and was amended multiple times, until its termination in 1990. Moreover,

numerous other policies in the private and public sectors were running simulta-

neously with the bank licensing policy that also aimed at poverty reduction. Both

Panagariya (2006) and Kochar (2011) argue that the identification validity of the

bank expansion effects by Burgess and Pande (2005) depends on their assumption

that there has not been another simultaneous policy that could affect poverty.

Thus, his paper provides a replication of the Burgess and Pande (2005). We

successfully reiterate their empirical results; however, we find significant trend

reversals for almost every other year between 1970 and 1984. These results, along

with the historical evidence on policy changes in India, imply that Burgess and

Pande (2005) overestimate the effect of the bank branch expansion on poverty. Un-

like Kochar (2011), we obtain these results with the same data as used by Burgess

and Pande (2005) in the original paper.1

These results have several policy implications. Burgess and Pande (2005) them-

selves express limitations to the efficiency of the bank branch expansion due to a

high cost-benefit ratio.2 Since our results indicate that they overestimate the bene-

fits of the program, the doubts about the efficiency of the state-led bank expansion

are even more considerable. Thus the Indian program might not be the first best

option for development strategies.3

The remaining part of this paper is organized as follows. In the second section,

we discuss the policies that took place in India from 1960 to 1990, under the di-

rect influence of the Reserve Bank of India (RBI) and the Indian Government. In

section three, we present the replication of Burgess and Pande (2005). First, we

present the data and research design offered by the authors. Further, we discuss

the results from reduced-form evidence and instrumental variables evidence, as

shown in Burgess and Pande (2005). Finally, in section four, we present the em-

pirical exercise to analyze the relevance and exogeneity of the instrument for the

bank branch expansion and conclude with section five.

1Kochar (2011) studies distributional effects on consumption over a ten years after 1983, based on
district-level data. In contrast, Burgess and Pande (2005) study the impact of a bank expansion on
poverty based on state-level data from 1961 to 2000.

2We refer the reader to the working paper version of their AER article (Burgess and Pande, 2003) for
a more extensive discussion that has been tuned down for the journal publication.

3Note that a decrease of rural poverty in India accelerated in the 1990s, after the bank expansion
policy was abandoned, see Figure 10 in Appendix.

3



2 The Indian policies of the late 20th century

During the period 1949 to 1990, Indian commercial banks needed a license from

the Reserve Bank of India (RBI) to open a new branch; thus the RBI could affect

the density of bank networks in urban and rural areas. Following the National-

ization Act of 1969, the RBI took over the 14 largest commercial banks under its

administration. This allowed the RBI to launch a massive branch expansion aimed

at giving individuals across India equal access to financial services (Banerjee et al.,

2004; Burgess and Pande, 2005; Kochar, 2011).

According to Burgess and Pande (2005), the bank expansion policy was in-

troduced in 1977, and required banks for each newly opened branch in banked

location to open four additional branches in locations from the pre-selected list

by the RBI (the 1:4 policy hereinafter). The list contained all unbanked locations,

predominantly in rural areas with no existing financial institution, and with a ra-

tio of the population size per bank over a certain threshold. Therefore, the list

offered contained states with a lower initial financial development (stock of bank

branches per capita). Every three years, the list was updated with a lower popula-

tion threshold.

However, Panagariya (2006) surveys the policies of the RBI in more detail and

asserts that adoption of the 1:4 policy in 1977 was not entirely new. Rather, this

policy followed other preceding policies linking rural and urban financial devel-

opment in place since the 1960s. More precisely, Panagariya (2006) claims that

starting from July 1962, the RBI introduced a 2:1 policy that obliged banks to

open one branch in unbanked locations for every two branches opened in banked

locations. Following the 1967 10-point program, adopted by the Indian National

Congress, this policy was updated to a 1:1 banked to unbanked ratio. Another

change in policy took place in the 1970s. The RBI adopted a 1:2 rule for the banks

with the rural branches over 60% and a 1:3 for others. The rule was relaxed in

1971. The banks were allowed to open a branch in each - urban/banked and

metropolitan areas for every three branches in rural areas (every two branches

in the case of banks with over 60% of rural branches) (Panagariya, 2006); in other

words, the policy was changed to a (1+1):3 and (1+1):2 rule. Finally, Panagariya

(2006) claims that in 1977 the RBI updated to the (1+1):4 rule - for every four

branches opened in rural areas, banks were allowed to open a branch in the urban

and metropolitan areas - one in each. Therefore, Panagariya (2006) argues that the
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Figure 1: Chronology of the Bank Licensing Policies
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Note: The chronology of events is presented as described by Kochar (2011) and Panagariya (2006)

policy break that Burgess and Pande (2005) discusses as a new policy was neither

new nor significantly different when considering the past policies. The sequence

of events is presented in Figure 1.

According to Kochar (2011), bank expansion policies before 1979 were con-

sidered inefficient in reducing poverty. As a solution, the Government of India

introduced the Integrated Rural Development Program (IRDP) in 1979 (Copes-

take, 1996), just two years after the 1:4 rule stressed by Burgess and Pande (2005).

By October 1980, the IRDP was a significant program in fighting poverty (Kochar,

2011). Copestake (1996) asserts that the primary purpose of the IRDP was to in-

crease the share of productive assets in rural locations by subsidizing credit. The

author states that the main priority of the policy was to fulfill the credit needs of

the various groups among the poor, thus providing a way out of poverty. However,

the efficiency of both policies, namely of the IRDP, has been questioned frequently.

Pulley (1989) recommends substantial adjustments to the rules upon which the

credit was subsidized. Nonetheless, after reviewing dozens of studies on the effec-

tiveness of the IRDP, Paul (2007) finds that although the number of families that

crossed the poverty line was not significant, the level of poverty declined amongst

three-fourths IRDP families.

Additionally, to give credit effectively to the disadvantaged groups, the gov-

ernment further adjusted the licensing policy. Kochar (2011) notes that before

1979 the banks were required to satisfy the ratio between the number of branches

opened in unbanked versus banked locations. In contrast, after 1979, the govern-

ment of India directly assigned the locations where new banks had to be opened.

This change aimed to achieve a specific population-to-rural bank ratio to even out

the distribution of banks throughout the country. The adjusted licensing policy
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Figure 2: Population-to-rural bank ratio total for India and by state
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Note: The table was generated based on data provided by Burgess and Pande (2005).

took place in three consecutive stages – 1979 - 1981; 1982 - 1985; 1985 - 1990.

The first stage targeted 20 000 individuals per bank in the district; the target de-

creased to 17 000 for the following two stages (calculated with the base population

of 1981) (Kochar, 2011). Figure 2 shows that the population-to-rural bank ratio

(by state and country average) significantly decreases after the 1960s and con-

verges to around 20 000 people per bank, even in rural areas before 1990. The

targets of the policy were fulfilled. Later, a Service Area Approach (SAA) pol-

icy was additionally introduced, to assign around 15 - 25 villages to each bank

in 1989. This adjustment defined a target ratio of villages assigned to banks in

addition to the target population to bank ratio. Kochar (2011) claims that unlike

the previous BLP and SAA, the IRDP was not aimed at specific districts; on the

contrary, it uniformly affected all parts of the country.

Figure 3 shows the development of a ratio of newly opened bank branches in

unbanked and banked locations. Given the licensing rules, from 1962 the bank

branch opening ratio between rural and urban locations should have been more

than 0.5 (2:1 rule); from 1967 to 1970 the ratio should have been at least 1 (1:1

rule), between 2/3 and 1 (the (1+1):2 and (1+1):3 rule) before 1977, at least 2

after.4 However, since the late 1970s, those ratios were consistently exceeded and

more banks in rural locations were opened than prescribed by the licensing rules.

Panagariya (2006) gives two alternative explanations. First, opening branches

4Note that the 1:4 rule was rather (1+1):4 rule, as mentioned by Panagariya (2006). He also presents
somewhat different ratios of rural to urban branches, but even with his data, the ratios prescribed by
the licensing policy were achieved.
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Figure 3: Bank branch opened in unbanked versus banked locations
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Note: The table was generated based on data provided by Burgess and Pande (2005). The index is
calculated by dividing the number of bank branches in rural locations opened in year t by the number
of bank branches in urban locations opened in year t.

in rural locations was profitable; however, the ratio of new branches in rural areas

decreases just after 1990 when the RBI ended the licensing policy. Consequently,

the profitability might not be the driving force of branch expansion. The sec-

ond reason is the existence of another simultaneous policy forcing the financial

sector towards rural locations, i.e., the Integrated Rural Development Program

(IRDP) Panagariya (2006). Therefore, the subsequent poverty reduction discussed

by Burgess and Pande (2005) might not be caused solely by the licensing policy.

The series of massive and costly policies resulted in a balance-of-payments

crisis in 1990. Kochar (2011) claims that for India, this meant an end to the era

of supply-driven policies. Licensing policy ended in 1990, as the RBI stopped

interfering in the branch expansion decisions of the banks. Although closing an

already open rural branch, if it was the only bank in the area, was not allowed

(Burgess and Pande, 2005), the number of rural banks sharply decreased in the

following decade (Shah et al., 2007).
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3 Replication of the work

3.1 The Data

To replicate the estimates of the effect of the bank branch expansion on rural

poverty outcomes, we used the same dataset5 as Burgess and Pande (2005). The

dataset is from the Reserve Bank of India. It contains the information on bank

branch opening dates, locations, and state characteristics (poverty, wages, expen-

diture, land reform, and population) from 1961 to 2000 in 16 Indian states. The

authors categorize the branch openings into two classes - openings in a rural un-

banked and banked area. The first classification refers to branches that opened

in a previously unbanked rural location; the latter refers to the opening of a bank

branch in a location with one or more banks.

The initial financial development is proxied by a number of bank branches

per capita for each state in 1961, and the branch expansion by a sum of branches

per capita in each state over time. Lastly, Burgess and Pande (2005) use a poverty

headcount ratio from the national household expenditure surveys to estimate poverty.

This ratio measures the share of the population below the official poverty line.

3.2 Bank expansion and initial financial development

Burgess and Pande (2005) begin by evaluating the impact of the 1977 bank licens-

ing policy on bank expansion in the previously unbanked areas. Without any con-

straints, banks are willing to expand and open new branches in wealthier states.

In contrast, the RBI forced banks into opening bank branches in poorer states via

their licensing policy. The authors expected that during the period 1977 to 1990,

the bank expansion should have been more concentrated in previously less finan-

cially developed locations than in the other years without the 1:4 licensing policy.

Therefore, they start by estimating bank branch expansion as a function of the

initial financial development:

BRit = αi + βt +
2000∑
t=1961

(Bi1961 ∗Dk)γk +
2000∑
t=1961

(Xi1961 ∗Dk)δt + εit (1)

5The data were downloaded from the American Economic Association website:
https://www.aeaweb.org/articles?id=10.1257/0002828054201242
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where Bi1961 is the measure of the 1961 financial development level in the state

i. This variable enters the regression interacted with year dummies Dk ; thus, γt

denotes for the year-specific effect of the initial financial development on bank

branch openings.6 Xi1961 represents a vector of initial state conditions – log real

state income per capita, population density, and the number of rural locations per

capita, all measured in 1961. They enter the regression in interaction with year

dummies as well, so that δt is the year-specific coefficient.7

Figure 4: Initial Financial Development and Rural Branch Expansion

−1

−.5

0

.5

1

1.5

E
ff
e
c
t 
o
f 
in

it
ia

l 
fi
n
a
n
c
ia

l 
d
e
v
e
lo

p
m

e
n
t 
o
n
 p

o
v
e
rt

y
 −

 c
o
e
ff
ic

ie
n
t 

γ
t

1960 1970 1980 1990 2000

rural branches in unbanked locations (with controls)

rural branches in unbanked locations (trend break)

Note: The series "rural branches in unbanked locations (with controls)" shows the annual coefficients
of the effect of initial financial development on branch expansion from the equation (1). The series
"rural branches in unbanked locations (trend break)" graphs the trends obtained from equation (2),
and correspond to the results reported in Table (1), column (1). This figure corresponds to Figure 1 in
Burgess and Pande (2005), p.784. Burgess and Pande disregard the impact of pulse dummies in their
Figure 1.

The coefficient γt is depicted as the solid line in Figure 4 (the reference year

is 1961). Burgess and Pande (2005) explain that in the absence of the 1:4 license

policy, the new branches were increasingly opened in already banked locations

6Note that the difference γt+1 − γt indicates the change in rural branch growth between t + 1 and t
that is attributed to state i’s initial financial development.

7In this section, we opted for the presentation of the methodology that is in line with the Stata code
accompanying the original paper by Burgess and Pande (2005). Hence, the equations are closer to the
working paper version (Burgess and Pande, 2003) of the paper rather than to the journal version.
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between 1961 and 1977. On the other hand, introducing the 1:4 license policy

in 1977 reversed the trend, the coefficient γt decreases, and bank branches were

opened with a higher rate in financially less developed states.

The authors summarize these trend reversals by a linear trend break model:8

BRit =αi + βt +γ1(BRi1961[t − 1961]) (2)

+γ2(BRi1961[t − 1976]P1977)

+γ3(BRi1961[t − 1990]P1990)

+γ4(BRi1961P1977) +γ5(BRi1961P1990)

+F(Xi1961) + εit

Burgess and Pande (2005) point out that besides the bank licensing policy, the

branch expansion processes can also be affected by state and time-specific charac-

teristics. Therefore the state and year fixed effects are included in the regression.

The linear time trends, [t − 1961], [t − 1977], and [t − 1990], enter the regression

interacted with the measure of the state’s initial financial development, Bi1961.

P1977 and P1990 are dummy variables, which equal one from 1977 and 1990 un-

til 2000, respectively. The average trend relation between rural branch expansion

and initial financial development in a state for the periods 1961-1977, 1977-1990,

and 1990-2000 is measured by γ1, γ2, and γ3 respectively. Moreover, γ4, and γ5

measure the intercept changes in the trend relationship in 1977 and 1990, respec-

tively. The additional variables Xi1961 controlling for characteristics of the state

i in 1961 enter the regression in a similar way as Bi1961. The inclusion of the set

of additional controls, Xi1961, ensures that any observed trend reversal in Bi1961

do not reflect trend breaks in a state’s economic and demographic characteristics.

Moreover, the authors cluster standard errors by state to account for possible serial

correlation.

The coefficients estimates of equation (2) correspond to the results by Burgess

and Pande (2005). The first column of Table 1 shows the relation between the

initial financial development of the rural unbanked location and the bank branch

8The equation (3) in the journal version does not contain the pulse dummies P77 and P90 in the
interaction terms with the trends, although they are included in the authors’ code. These dummies
assure that the trends affect only the respective time periods - without them, the trends would be
negative for preceding periods. Hence, we decided to include them in equation (2).
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Figure 5: Initial Financial Development and Rural Bank Credit Share

−15

−10

−5

0

5

E
ff
e
c
t 
o
f 
in

it
ia

l 
fi
n
a
n
c
ia

l 
d
e
v
e
lo

p
m

e
n
t 
o
n
 p

o
v
e
rt

y
 −

 c
o
e
ff
ic

ie
n
t 

γ
t

1970     1975     1980     1985     1990     1995     2000

rural credit share

Note: The series “rural credit share” reports the annual coefficients on initial financial development
from a regression based on equation (2), but with rural bank credit share as the dependent variable.
The results correspond to Table (1), column (2). This figure replicates Figure 2 in Burgess and Pande
(2005), p.786.

opening in different periods. We observe a significant trend reversal in 1977, as

confirmed by the F-test on restriction γ1 + γ2 = 0. In 1990, another structural

break appeared, and the relation between bank expansion and initial financial

development is no longer changing. Also, the null hypothesis of validity of the re-

striction γ1 + γ2 + γ3 = 0 is confirmed (F-test 2). The unrestricted model and linear

trend break model give a very similar estimation of the γt coefficients, shown in

Figure 4. Moreover, the F-test statistics reported in Table 1 show that the imposed

restrictions do not damage the model fit.

Similar to Burgess and Pande (2005), we find trend reversals in credit and sav-

ing shares (Figure 5). Initially, credit shares are higher in financially more devel-

oped states; however, from 1977 to 1990, the pattern is reversed, and rural credit

shares became higher in states with lower initial financial development. Columns

2 and 3 of Table 1 suggest that the rural bank expansion (namely the 1:4 policy)

had a positive effect on savings mobilization and credit disbursement in rural In-

dia.
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Burgess and Pande (2005) further check if the trends of the bank and state-

level policies, that should not be affected by the 1:4 licensing policy, also exhib-

ited trend reversals in 1977 and 1990. We corroborate their results in column

5 of Table 1, which shows the effect of a trend reversal on the fractions of bank

credit going to priority sectors (small-scale industries, services, and agriculture).

Since priority sector targets were binding for the banks, the portion of bank credit

going to these sectors was independent of the bank’s rural and urban branch dis-

tribution. Column 6 shows the fraction of total bank and cooperative credit that

went to primary agricultural cooperatives. Trend reversals are not present in ei-

ther case. Analogous to Burgess and Pande (2005), significant economic, political,

and policy variables of the states, which influence rural poverty, do not exhibit a

trend reversal similar to those seen in Figures 4 and 5.

3.3 Impact of bank branch expansion on poverty

Further, Burgess and Pande (2005) analyze the effect of the program on rural

poverty in India. First they test whether the effect of the initial financial devel-

opment measured by a number of bank branches per capita underwent similar

trend reversals as the dynamics of the banking network in rural areas. Next, the

authors estimate the effect of the policy-driven expansion of bank branches in ru-

ral locations on rural poverty in India with the help of an instrumental variable

estimation.

3.3.1 Reduced-Form Evidence

Burgess and Pande (2005) start with a regression of the initial number of bank

branches per capita on poverty in the i state:

yit = αi + βt +λtBi1961 + δtXi1961 + εit (3)

The coefficient of the initial financial development λt, from equation (3), is

presented in Figure 6. Solid line depicts λt when yi,t is the rural headcount ratio

and dashed line when yi,t is the urban headcount ratio. Based on these results,

Burgess and Pande (2005) claim that between 1970 and 1978, and after 1990, fi-

nancially more developed states were more efficient in the decrease of both rural

and urban poverty. In contrast, between 1983 and 1990, in states with fewer bank

12



Figure 6: Initial Financial Development and Poverty
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Note: Figure 6 graphs the annual coefficients on initial financial development λt from equation (3) for
both rural and urban poverty. This figure replicates Figure 3 in Burgess and Pande (2005), p.787

branches per capita, the decrease in rural poverty was larger. Between 1978 and

1990, urban poverty and the state’s initial financial development were uncorre-

lated. Therefore the graph of rural poverty (Figure 6) is an inverse of the branch

expansion in rural locations (Figure 4).

To further analyze the relationship between poverty reduction and bank ex-

pansion in previously unbanked locations, the authors show that the coefficients

λt and the coefficients γt from equation (2) exhibit a strong inverse relation.9

The authors estimate a linear trend break in the same fashion as in equation (2)

to verify the trend reversals. The replication of their results is shown in columns

2 - 6 of Table 2. Indeed, we identify a significant trend reversal in the reduction of

rural poverty from 1977 to 1990.

9This finding is supported by regressing the coefficient λt on γt as follows:

λt = a+ bγt +C1P1977 +C2P1990 + εt (4)

The coefficient b appears in the first column of Table 2.
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3.3.2 Instrumental Variables Evidence

Burgess and Pande (2005) begin their analysis with a simple OLS estimation to

see how an additional bank branch affects rural poverty. The results of the OLS

regression are reported in column 1 of Table 3. This regression reveals a posi-

tive correlation between bank branches opened in rural unbanked locations and

poverty. However, positive correlation merely reflects the fact that more branches

were opened in poorer and previously less financially developed areas.10 Also,

the OLS regression cannot produce informative estimates of the causal effect of

rural bank expansion on rural poverty, due to the nonrandom nature of branch

openings.

Hence, Burgess and Pande (2005) propose to account for endogenous branch

placement by using the deviations in trends between initial financial development

and rural branch expansion estimated in equation (2). Thus, the authors consider

trend reversals, between 1977 and 1990, and between 1990 and 2000 (relative to

1961 – 1977 trend), as instruments for rural branch openings. This idea resem-

bles the difference in difference estimation, where only the interaction between

initial financial development and treatment and control periods are considered.

The policy is assumed as exogenous since the structural breaks are not observed

in other political and policy variables. Moreover, there is one treatment period

(1977-1989), and two control periods (1961-1976 and 1990-2000). The first stage

regression coincides with equation (2) with the estimates provided in the first col-

umn of Table 1, and the second stage of the IV estimation is as follows:

yit =αi + βt +φBRit +µ1([t − 1961]Bi1961) (5)

+µ2(P1977Bi1961) +µ3(P1990Bi1961) +uit

Table 3 (columns 3 to 5) present IV estimates for poverty outcomes, and again,

the results are precisely the same as in Burgess and Pande (2005). A one-point in-

crease in per capita bank branch opening in the unbanked location of rural India

explains a 4.74-percent reduction in rural poverty (column 3). The authors claim

that this result evaluated at the sample average implies that the state-led bank

10Note that after including the interaction terms of a state’s initial financial development and a time
trend, and additional initial conditions as regressors, the relation between the number of branches and
poverty becomes insignificant (column 2).
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branch expansion in rural India explains a 17-percent reduction in the poverty

headcount ratio. Moreover, this process did not affect urban poverty (column 4).

Aggregate poverty in rural locations decreases by 4.10 percentage points, with ev-

ery additional bank branch opening in a rural location per 100,000 persons (col-

umn 5). Column 6 to 8 exhibits the results of robustness checks. First, they ex-

clude the pre-1977 and post-1990 periods (columns 7 and 6, respectively) to show

how robust the results are from using a single instrument. Afterward, the sample

is restricted to the years in which National Sample Surveys were carried out. Fi-

nally, it is found that additional bank branches increased the wage of agricultural

workers.

The IV estimator was also used to estimate the effect of branch expansion on

credit and savings. These results are provided in Table 4, and they indicate that

rural poverty was reduced by increased rural credit and saving shares.

Lastly, in Table 5, we examine the robustness of IV results by controlling for

time-varying political and policy variables. The negative and significant relation-

ship between rural branch expansion and rural poverty persists even after con-

trolling for events such as an increase in land reform and development spending,

which is already known to reduce rural poverty (Besley and Burgess, 2000).

4 Sensitivity check: Different cut-years

In the previous section, we successfully replicate the results by Burgess and Pande

(2005) and confirm the positive impact of the state-led bank branch expansion

on poverty. However, the results and their policy implications are conditional on

the assumption that the imposition and removal of the 1977 bank licensing policy

provides a credible source of exogenous variation in rural bank branch expansion.

In other words, there should have been no other policy interventions targeting

rural poverty that affected the trend reversal in rural bank branch expansion.11

Nevertheless, Panagariya (2006), and Kochar (2011) cover in-depth other poli-

11Burgess and Pande (2005) use the imposition and removal of the 1977 bank branch licensing pol-
icy as an instrument for the cumulative branch expansions in the rural area. The requirements for IV
validity are "no direct effect on poverty outcomes" and the significance of the trend reversal. These
assumptions are carefully acknowledged by Burgess and Pande (2005) in the introduction of their pa-
per. Note that we have analyzed trend reversals for different cut-years on credit flows to the priority
and co-operative sectors, and we have not identified significant trend reversals either. These results are
available upon request.
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cies that coincided with the bank licensing program.12 They assert that the effect

of this program on poverty reduction cannot be evaluated without consideration

of coexisting policies of credit subsidies, and different amendments of the bank

licensing policies over the given period. In both cases, the exogeneity of the trend

reversal in 1977 and thus their utilization as a valid instrument in estimation of

the effect of bank branch expansion on poverty reduction might be questionable.13

To verify whether the trend reversal in bank branch expansion is a unique char-

acteristic of 1977 or if similar trend reversals also appear in other years, we repeat

the estimations of Burgess and Pande (2005) with different cut-years. Different

cut-years would serve as evidence of other policies’ success, i.e., the IRDP, which

achieved a decrease in rural poverty and caused higher penetration of banks in

rural areas (Paul, 2007). In this case, the exogeneity of the trend reversal in 1977,

and thus its utilization as a valid instrument, might be questionable.

Broadly, we find that the trend reversals are significant for virtually all cut-

years in the sample. Figure 7 presents the trend reversals for all years between

197014 and 1984. Moreover, the F-statistics of no-trend reversal tests is often max-

imized for cut-years different from 1977 (Figure 8). Therefore, our results support

the claim of Panagariya (2006) and Kochar (2011).

The significance of trend reversals implies that any trend reversals from the pe-

riod 1970 - 1981 are relevant instruments, which is a necessary but not sufficient

condition for instrument validity. Interestingly, the F-test 1 is maximized for 1980

when the Integrated Rural Development Program was finally implemented, and

not in 1977 when the bank licensing policy was strengthened.15 Hence, our anal-

ysis points not only to the importance of the 1:4 ratio of the Bank Licensing Policy

12Brief summary is provided in Section 3 of this paper.
13The exact year and the reason for the trend reversal are arguable. The Government of India was

fighting against rural poverty through many different policies. According to the All India Rural Credit
Survey (RBI, 1947), more than 90 percent of rural credit needs were satisfied by informal lenders, and
the share of bank lending in rural household credit was only 1 percent. Till the 1990s, the share of
bank lending in total rural credit increased to 29 percent, mainly due to the increasing number of co-
operatives (Basu and Srivastava (2005), and the working paper Burgess and Pande (2003)). According
to Madan (2007), the Government of India promoted the increase of co-operatives from the mid-1960s.
The author asserts that, in 1975, the Government of India was especially concerned about providing
institutional credit to rural farmers. Consequently, they introduced a 20-point program which aimed at
the elimination of rural indebtedness by providing refinancing means. Hence, the 1977 bank licensing
policy cannot be the sole reason for the trend reversal in credit and saving opportunities of the rural
regions.

14The year after Nationalization Act of 1969, which allowed the RBI to take over the 14 largest com-
mercial banks under its administration.

15Note that the F-test 1 tests the restriction of no-trend reversal in the dynamics of bank branch
openings in initially less financially developed rural areas.
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Figure 7: 1961 Initial Financial Development and Rural Branch Expansion with Dif-
ferent Cut-years
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on poverty reduction but also to its connection with the other credit subsidizing

programs. At the same time, it casts doubts on the validity of identification of the

effects of bank branch expansion on poverty using the trend reversal in 1977. The

other cut-years reveal the importance of different policies targeting poverty reduc-

tion while expanding the banking network. Even though these trend-reversals are

not exogenous to the poverty rate, they still lead to virtually the same results as the

estimates based on the cut-year in 1977. Therefore, the identification of the effect

of bank expansion on poverty reduction, exploiting the trend reversal in 1977, is

debatable due to the instrument’s potential endogeneity.

Next, in Tables 1.2 and 1.3, we report the results for the rural bank credit

and saving shares repeated for various cut-years. In both tables, the 8th column

represents the results from the original regression and is the benchmark for the

comparison. For Rural credit share (Table 1.2), we can see similar results to those
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Figure 8: F-test 1 from Tables 1.1 - 1.4 and Tables 2.1 - 2.3
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1970 1974 1977 1980 1984
0

5

10

15

20

25

30

F
te

st

Table 2.1
Table 2.2
Table 2.3

Note: The figures show F-statistics of a linear restriction test of no trend reversal (F-test 1) in any of the
years in the sample. Figure 8.a. Series Table 1.1 shows the F-statistics of Table 1.1, i.e., trend reversals
in branches opened in rural regions. Series Table 1.2 and 1.3 report trend reversals in rural bank
credit and savings shares. Series Table 1.4 shows tests of trend reversals in branches opened in already
banked regions. Figure 8.b. Series Table 2.1 shows the F-statistics of Table 2.1, i.e., trend reversals in
Rural Headcount Ratio. 2.3 report trend reversals in Aggregate Headcount Ratio. The trend reversals
in Urban Headcount Ratio (Table 2.2) are insignificant.

of Burgess and Pande (2005) from 1971 up until 1979. For Rural saving share

(Table 1.3), results are similar to the original paper for almost all cut-years.

To support the claim that the change was policy-driven, Burgess and Pande

(2005), in Table 1, column 4 shows the results of initial financial development

on the openings in banked locations. In column 4, they show that banks were

drawn to more financially developed states within the sample period. They fur-

ther claim that the bank openings in banked locations decrease as a result of the

licensing policy. While the change in bank branch opening behavior most possibly

was the result of the vast number of various policies of the time, the magnitude

of the influence by each policy is impossible to disentangle in the scope of given

analyses. In Table 1.4, we present results from similar analyses and show that

the outcomes for other cut-years starting from 1975 are very similar to that of the

original paper. Before hypothetical cut-year T and after 1990, the initial financial

development in each state has a significant and positive effect on the branch open-

ings in the banked location. In contrast, in between those years, the rate of bank

branch openings decreases in the banked locations.

There is similar uncertainty regarding the appropriate timing of the trend re-

18



Figure 9: Impact of bank branch expansion on headcount poverty (IV regression)
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Note: The figure shows the coefficient φ from equation (5) for different cut-years.

versal when we repeat the exercise for the effects of initial financial development

on rural (Table 2.1) and aggregate (Table 2.3) headcount ratios. The F-test 1 statis-

tics are maximized for years 1982 for rural poverty and 1981 for aggregate poverty

(Figure 8). The urban headcount ratio (Table 2.2), similarly to the original paper,

remains uncorrelated with the initial financial development.

Burgess and Pande (2005) report the results from the instrumental variable re-

gression on the headcount ratio in Table 3 (Columns 3 - 8). Tables 3.1, 3.2, and

3.3 correspond to columns 3 - 5 of Table 3. The effect of branch openings in rural

unbanked locations on rural poverty (Table 3.1) is significant for all hypothetical

cut-years starting from 1974. Again, the effect is similar to the result from analy-

sis with 1977 cut-year. On the other hand, the urban poverty headcount ratio was

unaffected by branch openings in rural unbanked locations for all hypothetical

cut-years. Similar to Table 3.2, in Table 3.3, we can see that the effect of branch

openings in rural locations had a significant adverse effect on the aggregate head-

count ratio starting from the hypothetical 1974 cut-year. Figure 9 depicts the es-

timated coefficients of rural bank branch openings, φ, from the regression of the

form equation (5) for different cut-years. It displays the dependence of the mag-

nitude of branch openings’ impact on poverty. Finally, Tables 3.4 - 3.6 correspond
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to Table 3, columns 6 - 8, and present significant similarities to the original results

with trend reversals in 1977.

Interestingly, the rural credit share’s contribution to a decrease in rural poverty

is the highest for a trend breaks in 1982 and 1983 rather than in 1977, as demon-

strated in Table 4.1. The same results hold when other policy variables are explic-

itly included within the IV estimation (Tables 5.1 and 5.2).

5 Conclusion

The discussion of the impact of the bank licensing policy on rural poverty, pro-

vided by Burgess and Pande (2005), Kochar (2011), and Panagariya (2006), gives

two different perspectives. Burgess and Pande (2005) consider the BLP as a new

policy introduced in 1977, while Kochar (2011), and Panagariya (2006) claim that

the BLP policy was first introduced at the beginning of 1960 and amended multi-

ple times until 1990 when the policy was terminated.

Moreover, Burgess and Pande (2005) conclude that the bank branch expansion,

instrumented by the imposition and removal of the 1977 bank licensing policy,

significantly decreased rural poverty. However, Kochar (2011), and Panagariya

(2006) point to positive impacts of other simultaneous policies, and they raise

doubts about the validity of the identification used by Burgess and Pande (2005).

First, we replicate the results obtained by Burgess and Pande (2005) success-

fully. We identify significant trend reversals in bank branch expansion and the ef-

fect of new branches openings on poverty using the 1977 cut-year when the bank

licensing policy was supposed to be adopted according to authors. Second, if the

policy implementation of 1977 caused the trend reversal, this should have been

the unique characteristic of the mentioned year. On the other hand, if other poli-

cies were also effective in mitigating poverty, the results of the analysis with the

1977 cut-year should not have differed significantly from the surrounding years.

Hence, we repeat Burgess and Pande (2005) exercise with other hypothetical pol-

icy introduction years (i.e. cut-years) from 1970 - 1984. Our results suggest that

any cut-year from 1974 to 1981 yield very similar results to the year 1977, which

implies that the negative correlation between bank branch expansion and poverty

rates could be driven by other policies rather than by the bank expansion itself.

Thus, the main result in Burgess and Pande (2005) that rural banks matter for
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poverty reduction is driven by the choice of the methodology used. The central

challenge of Burgess and Pande (2005) question is disentangling the effect of the

BLP and the IRDP policies, as well as other policies that encouraged the use of

financial services in the rural locations (e.g., programs promoting co-operatives,

20-point program in 1975 providing refinancing stressed by Madan (2007), etc.).

The significance of the 1980 threshold, identified in our analysis by using the

same approach as Burgess and Pande (2005), implies the prominence of the IRDP

over the BLP in decreasing rural poverty. Consequently, it can be doubtful that

putting banks physically in unbanked locations without further subsidizing of

credit would yield the results discussed by Burgess and Pande (2005).

The main challenge of Burgess and Pande (2005) is disentangling the effect

of the BLP and the IRDP. The aggregate state-level data offered by Burgess and

Pande (2005) does not show within state variations, and therefore does not allow

for such analysis. Whereas, using a household level and district-level banking

data, Kochar (2011) provides relevant analysis. To separate the IRDP from the

BLP effect, Kochar (2011) includes proxies for the IRDP credit and expenditure in

the district. The author concludes that bank branch expansion increased poverty

as it affected mostly the non-poor households, rather than the poor ones.

From a policy perspective, our results indicate that Burgess and Pande (2005)

overestimate the effects of bank expansion on elimination of rural poverty . These

findings further amplify the doubts about the efficiency of the mentioned policy

given its costs, compared to potential alternatives. Such doubts are expressed by

Burgess and Pande (2005), regarding the default rates at 40% during the 1980s.

Moreover, the effects of bank expansion on poverty without additional credit sub-

sidies and other programs are not apparent. Therefore, in development strategies,

more efficient policies to mitigate poverty and ease access to finance should be

preferred, and the critical lessons from the Indian experience should not be over-

looked, no matter how tempting the reliance on bank branch expansion might

be.
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Appendix

Figure 10: Poverty measures for India

Souce: Datt et al. (2016)
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Table 1. Banking as a function of initial financial development

Branches in
rural
unbanked
locations

Rural bank Branches
in banked
locations

Credit share

Credit
share

Savings
share

Priority
sector

Cooperative

(1) (2) (3) (4) (5) (6)
Number of bank branches per capita 0.07** 0.18 -0.03 0.14*** -0.08 0.42
in 1961*(1961–2000) trend (0.028) (0.209) (0.235) (0.012) (0.626) (0.337)

Number of bank branches per capita -0.25*** -1.09** -0.82*** -0.07*** 0.08 0.02
in 1961*(1977–2000) trend (0.030) (0.434) (0.252) (0.020) (0.865) (0.416)

Number of bank branches per capita 0.17*** 0.87*** 0.43* 0.10** -0.18 -0.18
in 1961*(1990–2000) trend (0.042) (0.263) (0.229) (0.041) (0.333) (1.013)

Number of bank branches per capita 0.34 -0.30 -0.17 0.53** -3.37 -3.80
in 1961*Post-1976 dummy† (0.251) (1.495) (0.777) (0.187) (2.402) (2.237)

Number of bank branches per capita -0.24 1.95 0.44 -0.40*** -0.05 -3.32
in 1961*Post-1989 dummy† (0.152) (1.490) (0.533) (0.103) (1.858) (2.803)

State and year dummies YES YES YES YES YES YES
Other controls YES YES YES YES YES YES
Adjusted R-squared 0.963 0.879 0.870 0.981 0.863 0.806

F-test 1 16.87 12.80 25.67 8.975 0.000 5.484
[0.001] [0.003] [0.000] [0.009] [0.988] [0.033]

F-test 2 0.491 0.099 9.000 27.22 1.785 0.060
[0.494] [0.757] [0.009] [0.000] [0.201] [0.810]

Observations 636 512 512 636 512 494

Source: This table is a replication of Table 1 in Burgess and Pande (2005), page 785. For replication I used data and methodology provided
by the authors. † Original paper contains Post-1976 dummy*(1977–2000) trend and Post-1989 dummy*(1990–2000) trend instead, which
is not consistent with the text and the stata code. Therefore, we have changed the variable names accordingly. Note: p-values of tests
in brackets. Coefficient estimates from regressions in the form of equation (2). Other controls include state population density, log state
income per capita, log rural locations per capita, all measured in 1961. F-test 1 and F-test 2 test the join significance of coefficients in the
first two rows and three rows, respectively. Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1

.
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Table 2. Bank branch expansion and poverty: reduced form evidence

Annual coef.
rural head-
count ratio

Headcount ratio Wage

Rural Urban Aggregate Agricultural Factory
(1) (2) (3) (4) (5) (6)

Annual coefficients for branches in -4.71***
rural unbanked locations (1.01)

Number of bank branches per capita -0.77*** -0.27 -0.71*** -0.00 0.01
in 1961*(1961–2000) trend (0.235) (0.237) (0.225) (0.006) (0.019)

Number of bank branches per capita 1.15** 0.15 0.99*** -0.01 -0.01
in 1961*(1977–2000) trend (0.424) (0.257) (0.332) (0.008) (0.019)

Number of bank branches per capita -1.15*** -0.31 -1.04*** 0.05* -0.02
in 1961*(1990–2000) trend (0.342) (0.378) (0.310) (0.023) (0.010)

Number of bank branches per capita -3.77* -2.76 -3.53* 0.09* 0.04
in 1961*Post-1976 dummy† (1.940) (2.286) (1.706) (0.049) (0.047)

Number of bank branches per capita 1.20 0.50 0.62 -0.03 0.01
in 1961*Post-1989 dummy† (2.387) (0.964) (1.819) (0.054) (0.022)

State and year dummies YES YES YES YES YES
Other controls YES YES YES YES YES
Adjusted R-squared 0.835 0.913 0.875 0.901 0.701

F-test 1 1.497 0.373 1.760 23.95 0.234
(0.240) (0.551) (0.205) (0.000) (0.636)

F-test 2 2.973 3.948 4.148 1.884 6.066
(0.105) (0.066) (0.059) (0.191) (0.026)

Observations 39 627 627 627 545 553

Source: This table is a replication of Table 2 in Burgess and Pande (2005), page 788. For replication I used data and
methodology provided by the authors. † Original paper contains Post-1976 dummy*(1977–2000) trend and Post-1989
dummy*(1990–2000) trend instead, which is not consistent with the text and the stata code. Therefore, we have changed
the variable names accordingly. Note: p-values of tests in brackets. The first column reports the regression of the annual
coefficients at the rural headcount ratio (γt , equation (1)) on the annual coefficients on initial financial development
(λt , equation (3)). The other columns show estimated coefficients from regressions similar to equation (2) but with the
respective headcount ratios as dependent variables. For the definition of other control variables and F-tests see Table 1.
Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1
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Table 4. Rural credit and savings and poverty: instrumental variables evidence

Headcount Ratio
Rural Urban Aggregate

(1) (2) (3) (4) (5) (6)
Rural bank credit share -1.52** -0.67 -1.37**

(0.694) (0.466) (0.586)

Rural bank savings share -2.22** -1.05 -2.01***
(0.781) (0.675) (0.647)

Number bank branches per capita -1.01* -1.51** -0.70** -0.96** -0.96** -1.42***
in 1961*(1961–2000) trend (0.496) (0.538) (0.253) (0.343) (0.406) (0.437)

Number bank branches per capita -2.89 -2.05 -1.59 -1.23 -2.60 -1.84
in 1961*Post-1976 dummy† (1.681) (2.340) (1.975) (2.554) (1.677) (2.518)

Number bank branches per capita 4.40 2.13 2.87 1.88 3.53 1.47
in 1961*Post-1989 dummy† (2.644) (2.653) (2.345) (1.310) (2.352) (1.975)

State and year dummies YES YES YES YES YES YES
Other controls YES YES YES YES YES YES

Overidentification test [0.99] [0.99] [0.99] [0.99] [0.99] [0.99]
Adjusted R-squared 0.686 0.602 0.903 0.879 0.746 0.669
Observations 503 503 503 503 503 503

Source: This table is a replication of Table 4 in Burgess and Pande (2005), page 791. For replication I used data and
methodology provided by the authors. † Original paper contains Post-1976 dummy*(1977–2000) trend and Post-1989
dummy*(1990–2000) trend instead, which is not consistent with the text and the stata code. Therefore, we have changed
the variable names accordingly. Note: Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1

Table 5. Bank branch expansion and poverty reduction: robustness checks

Rural Headcount Ratio Urban Headcount Ratio
(1) (2) (3) (4)

Number branches opened in rural -4.12** -3.77** -1.05 -0.81

unbanked locations per capita (1.544) (1.544) (1.061) (0.908)

Cumulative land reform -1.75** -1.87** 0.41 0.27
(0.696) (0.678) (0.286) (0.302)

Health and education spending -10.97 -3.31 23.52 23.74
(30.908) (28.402) (14.531) (14.796)

Other development spending -40.84*** -37.32** 6.31 5.73
(12.394) (13.365) (12.083) (11.890)

Fraction legislators from:
Congress parties -13.07 0.22

(8.904) (3.138)

Janata parties -11.62 1.62
(6.899) (3.184)

Hindu parties 6.15 9.61
(12.905) (8.361)

Hard Left parties -14.81 1.76
(9.074) (3.718)

Regional parties -15.11 -2.34
(12.911) (4.596)

State and year dummies YES YES YES YES
Other controls YES YES YES YES
Overidentification test [0.99] [0.99] [0.99] [0.99]
Adjusted R-squared 0.802 0.816 0.915 0.916
Observations 605 603 605 603

Source: This table is a replication of Table 5 in Burgess and Pande (2005), page 792. For repli-
cation I used data and methodology provided by the authors. Note: Robust standard errors in
parentheses. *** p<0.01, ** p<0.05, * p<0.1
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Table 1.1 -- Branched in Rural Unbanked locations 
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 
1961 * (1961 - 2000) trend 0.03*** 0.05*** 0.06*** 0.07*** 0.08*** 0.08*** 0.08** 0.07** 0.07** 0.07** 0.07** 0.06* 0.05 0.04 0.03

(0.012) (0.015) (0.018) (0.021) (0.024) (0.026) (0.028) (0.028) (0.029) (0.029) (0.029) (0.030) (0.031) (0.033) (0.034)
Number of Bank Branches per capita in 
1961 * (T - 2000) trend -0.13** -0.15*** -0.18*** -0.20*** -0.21*** -0.23*** -0.24*** -0.25*** -0.25*** -0.25*** -0.24*** -0.22*** -0.22*** -0.22*** -0.20***

(0.044) (0.042) (0.041) (0.039) (0.037) (0.035) (0.033) (0.030) (0.028) (0.026) (0.029) (0.038) (0.047) (0.053) (0.055)
Number of Bank Branches per capita in 
1961 * (1990- 2000) trend 0.09* 0.10** 0.11** 0.12** 0.13*** 0.14*** 0.15*** 0.17*** 0.17*** 0.18*** 0.17*** 0.16*** 0.16*** 0.18*** 0.16***

(0.042) (0.043) (0.042) (0.042) (0.043) (0.043) (0.043) (0.042) (0.041) (0.039) (0.039) (0.043) (0.045) (0.045) (0.040)
Number of Bank Branches per capita in 
1961 * Post-T dummy 1.08*** 1.02*** 0.92*** 0.79*** 0.65*** 0.53** 0.41* 0.34 0.15 -0.06 -0.31 -0.54 -0.61 -0.59* -0.77***

(0.147) (0.139) (0.129) (0.137) (0.148) (0.180) (0.218) (0.251) (0.262) (0.293) (0.336) (0.388) (0.353) (0.304) (0.235)
Number of Bank Branches per capita in 
1961 * Post-1989 dummy -0.63*** -0.56** -0.50** -0.44** -0.39* -0.34* -0.29 -0.24 -0.22 -0.21* -0.23** -0.26*** -0.25*** -0.22*** -0.25***

(0.212) (0.213) (0.211) (0.205) (0.197) (0.184) (0.169) (0.152) (0.137) (0.117) (0.094) (0.067) (0.053) (0.049) (0.057)

Observations 636 636 636 636 636 636 636 636 636 636 636 636 636 636 636
Adjusted R-squared 0.962 0.962 0.962 0.962 0.962 0.962 0.963 0.963 0.963 0.962 0.962 0.962 0.962 0.961 0.96
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 4.552 5.784 7.147 8.518 9.924 11.72 13.71 16.87 19.19 22.17 22.25 16.78 15.53 18.42 19.07
P1 0.0498 0.0295 0.0174 0.0106 0.0066 0.00377 0.00213 0.00093 0.00054 0.00028 0.00028 0.00095 0.00131 0.00064 0.00055
F-test 2 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491 0.491
P2 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494 0.494

Branched in Rural Unbanked locations 



Table 1.2 -- Rural Bank Saving Share
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 
1961 * (1961 - 2000) trend 0.42 0.46 0.46 0.44 0.29 0.19 0.09 -0.03 -0.12 -0.17 -0.22 -0.3 -0.36 -0.41* -0.44*

(0.307) (0.715) (0.583) (0.490) (0.365) (0.293) (0.259) (0.235) (0.231) (0.225) (0.224) (0.224) (0.223) (0.226) (0.222)
Number of Bank Branches per capita in 
1961 * (T - 2000) trend -1.08** -1.17 -1.21* -1.21** -1.08** -1.00*** -0.92*** -0.82*** -0.75*** -0.69** -0.62** -0.56** -0.49* -0.46** -0.36*

(0.451) (0.706) (0.595) (0.516) (0.403) (0.330) (0.292) (0.252) (0.238) (0.235) (0.239) (0.246) (0.246) (0.196) (0.168)
Number of Bank Branches per capita in 
1961 * (1990- 2000) trend 0.25 0.3 0.33 0.36 0.39 0.4 0.42* 0.43* 0.45* 0.45* 0.43* 0.45* 0.43* 0.46** 0.39

(0.268) (0.269) (0.269) (0.266) (0.259) (0.251) (0.236) (0.229) (0.224) (0.224) (0.222) (0.235) (0.223) (0.207) (0.253)
Number of Bank Branches per capita in 
1961 * Post-T dummy 3.61** 3.05*** 2.33*** 1.47*** 1.01* 0.46 0 -0.17 -0.31 -0.78 -1.22* -1.1 -1.31** -1.15 -1.64*

(1.405) (0.909) (0.561) (0.443) (0.571) (0.624) (0.846) (0.777) (0.634) (0.625) (0.616) (0.689) (0.539) (0.789) (0.898)
Number of Bank Branches per capita in 
1961 * Post-1989 dummy -0.5 -0.24 -0.03 0.11 0.23 0.32 0.37 0.44 0.51 0.49 0.43 0.49 0.46 0.51 0.39

(0.465) (0.450) (0.448) (0.457) (0.466) (0.477) (0.507) (0.533) (0.562) (0.591) (0.631) (0.667) (0.688) (0.588) (0.545)

Observations 512 512 512 512 512 512 512 512 512 512 512 512 512 512 512
Adjusted R-squared 0.869 0.869 0.869 0.869 0.869 0.869 0.869 0.87 0.869 0.869 0.869 0.869 0.869 0.869 0.868
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 13.75 14.93 16.12 17.41 19.37 21.38 24.58 25.67 26.36 25.12 23.26 21.11 20.79 29.32 14.12
P1 0.0021 0.00153 0.00113 0.00082 0.00052 0.00033 0.00017 0.00014 0.00012 0.00016 0.00022 0.00035 0.00038 0.00007 0.0019
F-test 2 9.08 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00
P2 0.00873 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897 0.00897

Rural Bank Saving Share



Table 1.3 -- Rural Bank Credit share 
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 
1961 * (1961 - 2000) trend -0.21 0.56 0.43 0.33 0.23 0.2 0.25 0.18 0.03 -0.08 -0.14 -0.19 -0.26 -0.33 -0.35

(0.337) (0.559) (0.457) (0.392) (0.282) (0.261) (0.249) (0.209) (0.189) (0.198) (0.212) (0.224) (0.232) (0.235) (0.231)
Number of Bank Branches per capita in 
1961 * (T - 2000) trend -0.46 -1.28** -1.20** -1.15** -1.09** -1.10** -1.16** -1.09** -0.99** -0.92* -0.87 -0.8 -0.74 -0.71 -0.47

(0.473) (0.583) (0.519) (0.487) (0.431) (0.453) (0.458) (0.434) (0.441) (0.480) (0.531) (0.571) (0.593) (0.589) (0.529)
Number of Bank Branches per capita in 
1961 * (1990- 2000) trend 0.63*** 0.68*** 0.73*** 0.77*** 0.82*** 0.86*** 0.87*** 0.87*** 0.91*** 0.95** 0.96** 0.95** 0.96** 1.00** 0.78*

(0.174) (0.184) (0.196) (0.210) (0.225) (0.230) (0.239) (0.263) (0.300) (0.342) (0.377) (0.414) (0.437) (0.455) (0.419)
Number of Bank Branches per capita in 
1961 * Post-T dummy 4.07** 3.48** 3.02** 2.59* 2.31 1.74 0.42 -0.3 -0.29 -0.24 -0.66 -1.19 -1.34 -1.31 -2.75*

(1.617) (1.459) (1.346) (1.269) (1.506) (1.313) (1.443) (1.495) (1.644) (1.615) (1.419) (1.185) (0.861) (1.058) (1.526)
Number of Bank Branches per capita in 
1961 * Post-1989 dummy 0.65 0.94 1.22 1.47 1.72 1.91 1.92 1.95 2.07 2.22 2.25 2.22 2.25 2.32 1.95

(1.928) (1.837) (1.738) (1.642) (1.543) (1.519) (1.523) (1.490) (1.477) (1.476) (1.519) (1.512) (1.511) (1.475) (1.498)

Observations 512 512 512 512 512 512 512 512 512 512 512 512 512 512 512
Adjusted R-squared 0.877 0.877 0.878 0.878 0.879 0.879 0.879 0.879 0.879 0.88 0.88 0.879 0.879 0.879 0.879
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 15.59 15.45 15.2 14.92 14.86 15.56 15.22 12.8 10.54 8.523 7.092 6.12 5.763 6.03 4.73
P1 0.00129 0.00134 0.00143 0.00153 0.00156 0.0013 0.00142 0.00275 0.00542 0.0106 0.0177 0.0258 0.0298 0.0267 0.0461
F-test 2 0.1 0.0993 0.0993 0.0993 0.0994 0.0993 0.0993 0.0993 0.0993 0.0993 0.0993 0.0994 0.0993 0.0993 0.0993
P2 0.756 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757 0.757

Rural Bank Credit share 



Table 1.4 -- Branches in banked locations
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 
1961 * (1961 - 2000) trend 0.09*** 0.09*** 0.10*** 0.11*** 0.12*** 0.12*** 0.13*** 0.14*** 0.15*** 0.15*** 0.16*** 0.16*** 0.16*** 0.15*** 0.15***

(0.015) (0.014) (0.012) (0.011) (0.010) (0.010) (0.011) (0.012) (0.013) (0.015) (0.016) (0.017) (0.019) (0.020) (0.021)
Number of Bank Branches per capita in 
1961 * (T - 2000) trend 0.04 0.03 0.01 0 -0.02 -0.04* -0.06** -0.07*** -0.08*** -0.09*** -0.09*** -0.10*** -0.10*** -0.11*** -0.12***

(0.032) (0.029) (0.027) (0.025) (0.022) (0.020) (0.020) (0.020) (0.021) (0.022) (0.024) (0.027) (0.029) (0.031) (0.029)
Number of Bank Branches per capita in 
1961 * (1990- 2000) trend 0.04 0.05 0.06 0.07* 0.08* 0.08** 0.09** 0.10** 0.10** 0.10** 0.11** 0.11** 0.12** 0.13** 0.13***

(0.032) (0.033) (0.034) (0.035) (0.036) (0.038) (0.041) (0.041) (0.041) (0.041) (0.042) (0.043) (0.044) (0.045) (0.043)
Number of Bank Branches per capita in 
1961 * Post-T dummy 0.41*** 0.51*** 0.60*** 0.64*** 0.66*** 0.66*** 0.62*** 0.53** 0.40** 0.26 0.19 0.09 0.04 0.01 -0.04

(0.107) (0.122) (0.140) (0.162) (0.178) (0.196) (0.203) (0.187) (0.170) (0.159) (0.156) (0.162) (0.149) (0.126) (0.115)
Number of Bank Branches per capita in 
1961 * Post-1989 dummy -0.69*** -0.65*** -0.60*** -0.56*** -0.51*** -0.47*** -0.43*** -0.40*** -0.39*** -0.39*** -0.38*** -0.37*** -0.36*** -0.34*** -0.32***

(0.161) (0.156) (0.148) (0.139) (0.130) (0.119) (0.110) (0.103) (0.096) (0.091) (0.085) (0.080) (0.078) (0.075) (0.072)

Observations 636 636 636 636 636 636 636 636 636 636 636 636 636 636 636
Adjusted R-squared 0.98 0.98 0.98 0.981 0.981 0.981 0.981 0.981 0.981 0.981 0.981 0.981 0.981 0.98 0.98
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 24.83 22.04 19.54 17.62 15.41 13.19 9.756 8.975 9.276 10.27 9.471 9.17 7.459 5.303 5.236
P1 0.00016 0.00029 0.0005 0.00078 0.00135 0.00246 0.00697 0.00905 0.00818 0.00591 0.00766 0.00847 0.0155 0.036 0.0371
F-test 2 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22 27.22
P2 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001

Branches in banked locations



Table 2.1 -- Rural Headcount Ratio
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.75 -0.38 -0.37 -0.46 -0.58 -0.69** -0.75*** -0.77*** -0.78*** -0.78*** -0.77*** -0.77*** -0.76*** -0.75*** -0.75***

(0.773) (0.629) (0.552) (0.464) (0.379) (0.293) (0.251) (0.235) (0.234) (0.243) (0.244) (0.240) (0.234) (0.228) (0.224)
Number of Bank Branches per capita in 1961 * 
(T - 2000) trend

0.49 0.27 0.38 0.56 0.75 0.92** 1.04** 1.15** 1.26** 1.38*** 1.52*** 1.66*** 1.77*** 1.80*** 1.53***

(0.778) (0.659) (0.594) (0.524) (0.465) (0.419) (0.413) (0.424) (0.429) (0.402) (0.365) (0.330) (0.313) (0.314) (0.297)
Number of Bank Branches per capita in 1961 * 
(1990 - 2000) trend

-0.52* -0.67** -0.78** -0.88*** -0.95*** -1.01*** -1.07*** -1.15*** -1.25*** -1.38*** -1.52*** -1.67*** -1.79*** -1.82*** -1.56***

(0.264) (0.266) (0.282) (0.296) (0.303) (0.312) (0.326) (0.342) (0.351) (0.346) (0.355) (0.380) (0.420) (0.463) (0.476)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

-2.13 -5.86* -7.01** -7.16** -6.42** -5.23** -4.37* -3.77* -3.37* -3.14* -2.82 -2.3 -1.43 0.1 2.92

(3.078) (2.910) (3.111) (3.084) (2.893) (2.411) (2.161) (1.940) (1.682) (1.666) (2.009) (2.369) (2.590) (2.566) (2.180)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

4.47* 3.59 2.95 2.42 2.05 1.81 1.52 1.2 0.84 0.41 -0.01 -0.4 -0.69 -0.75 -0.32

(2.308) (2.356) (2.407) (2.437) (2.427) (2.420) (2.414) (2.387) (2.311) (2.153) (1.995) (1.845) (1.713) (1.615) (1.593)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.835 0.837 0.84 0.841 0.841 0.838 0.836 0.835 0.835 0.835 0.835 0.836 0.836 0.835 0.834
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 0.87 0.152 0.000 0.138 0.477 0.709 1.015 1.497 2.483 5.433 11.4 20.2 24.84 21.29 11.55
P1 0.366 0.702 0.993 0.715 0.5 0.413 0.33 0.24 0.136 0.0341 0.00415 0.000428 0.000163 0.000337 0.00397
F-test 2 2.972 2.972 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973 2.973
P2 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105 0.105
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Rural Headcount Ratio



Table 2.2 -- Urban Headcount Ratio
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

0.47 0.35 0.23 0.08 -0.06 -0.15 -0.21 -0.27 -0.32 -0.36* -0.38** -0.39** -0.40** -0.40** -0.39**

(0.364) (0.343) (0.334) (0.323) (0.312) (0.287) (0.262) (0.237) (0.212) (0.190) (0.173) (0.160) (0.150) (0.144) (0.141)
Number of Bank Branches per capita in 1961 * 
(T - 2000) trend

-0.81** -0.65* -0.48 -0.3 -0.14 -0.03 0.07 0.15 0.21 0.23 0.23 0.2 0.15 0.05 -0.12

(0.346) (0.354) (0.341) (0.325) (0.307) (0.287) (0.268) (0.257) (0.254) (0.261) (0.282) (0.316) (0.352) (0.376) (0.433)
Number of Bank Branches per capita in 1961 * 
(1990 - 2000) trend

-0.09 -0.13 -0.18 -0.22 -0.23 -0.26 -0.29 -0.31 -0.32 -0.3 -0.28 -0.24 -0.18 -0.09 0.08

(0.246) (0.250) (0.260) (0.279) (0.309) (0.332) (0.356) (0.378) (0.396) (0.404) (0.420) (0.441) (0.460) (0.467) (0.508)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

-3.85* -4.47** -4.87** -4.67* -3.9 -3.59 -3.22 -2.76 -2.16 -1.35 -0.65 -0.02 0.57 1.17 1.88

(2.121) (1.842) (2.001) (2.255) (2.555) (2.427) (2.364) (2.286) (2.162) (2.026) (1.960) (1.843) (1.570) (1.083) (1.267)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

1.64 1.38 1.1 0.91 0.85 0.7 0.58 0.5 0.46 0.52 0.6 0.7 0.84 1.02 1.3

(1.633) (1.522) (1.411) (1.294) (1.166) (1.069) (0.997) (0.964) (0.988) (1.093) (1.206) (1.308) (1.371) (1.352) (1.228)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.912 0.913 0.914 0.914 0.914 0.914 0.913 0.913 0.913 0.912 0.912 0.911 0.911 0.911 0.912
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 6.926 6.268 3.698 2.215 1.555 1.001 0.605 0.373 0.282 0.338 0.39 0.465 0.629 1.037 1.466
P1 0.0189 0.0243 0.0737 0.157 0.232 0.333 0.449 0.551 0.603 0.57 0.542 0.506 0.44 0.325 0.245
F-test 2 3.947 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948 3.948
P2 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655 0.0655
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Urban Headcount Ratio



Table 2.3 -- Aggregate  Headcount Ratio
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.59 -0.32 -0.33 -0.42 -0.54 -0.63** -0.68** -0.71*** -0.72*** -0.73*** -0.73*** -0.72*** -0.72*** -0.71*** -0.70***

(0.669) (0.539) (0.477) (0.410) (0.348) (0.278) (0.242) (0.225) (0.220) (0.223) (0.221) (0.216) (0.211) (0.207) (0.204)
Number of Bank Branches per capita in 1961 * 
(T - 2000) trend

0.32 0.17 0.28 0.45 0.63 0.77** 0.89** 0.99*** 1.09*** 1.18*** 1.28*** 1.37*** 1.43*** 1.41*** 1.14***

(0.650) (0.547) (0.496) (0.443) (0.394) (0.349) (0.334) (0.332) (0.327) (0.301) (0.274) (0.261) (0.271) (0.286) (0.253)
Number of Bank Branches per capita in 1961 * 
(1990 - 2000) trend

-0.49** -0.61** -0.71*** -0.79*** -0.85*** -0.90*** -0.97*** -1.04*** -1.12*** -1.21*** -1.31*** -1.40*** -1.47*** -1.46*** -1.20**

(0.224) (0.227) (0.238) (0.252) (0.271) (0.281) (0.295) (0.310) (0.323) (0.334) (0.357) (0.391) (0.432) (0.458) (0.425)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

-2.43 -5.40** -6.39** -6.41** -5.54** -4.72** -4.07** -3.53* -3.05* -2.58 -2.08 -1.45 -0.58 0.78 3.14*

(2.687) (2.363) (2.406) (2.417) (2.425) (2.055) (1.851) (1.706) (1.617) (1.765) (2.051) (2.279) (2.343) (2.138) (1.543)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

3.47* 2.73 2.17 1.72 1.44 1.18 0.91 0.62 0.32 0.02 -0.26 -0.51 -0.68 -0.65 -0.23

(1.860) (1.888) (1.951) (1.970) (1.926) (1.902) (1.871) (1.819) (1.725) (1.562) (1.404) (1.260) (1.147) (1.089) (1.150)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.875 0.877 0.879 0.88 0.88 0.878 0.876 0.875 0.875 0.875 0.875 0.875 0.875 0.875 0.874
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
F-test 1 1.406 0.415 0.047 0.0241 0.205 0.509 0.987 1.76 3.299 7.993 17.23 22.93 18.48 12.97 6.043
P1 0.254 0.529 0.832 0.879 0.657 0.487 0.336 0.205 0.0893 0.0127 0.000854 0.000239 0.000633 0.00262 0.0266
F-test 2 4.147 4.147 4.147 4.147 4.147 4.147 4.147 4.148 4.148 4.148 4.148 4.148 4.148 4.148 4.148
P2 0.0598 0.0598 0.0598 0.0598 0.0598 0.0598 0.0597 0.0597 0.0597 0.0597 0.0597 0.0597 0.0597 0.0597 0.0597
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Aggregate  Headcount Ratio



Table 3.1 -- Rural Headcount Ratio - IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

-4.55 -3.41 -3.35 -3.62 -4.00* -4.32** -4.55** -4.74** -5.00** -5.42*** -6.05*** -6.92*** -7.61*** -7.63*** -7.19**

(3.967) (3.143) (2.784) (2.476) (2.191) (1.952) (1.849) (1.790) (1.746) (1.605) (1.499) (1.589) (1.851) (2.110) (2.673)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.68* -0.48 -0.41 -0.39 -0.4 -0.44 -0.46 -0.48* -0.46 -0.44 -0.41 -0.38 -0.4 -0.47 -0.53

(0.384) (0.345) (0.321) (0.294) (0.263) (0.261) (0.268) (0.269) (0.270) (0.267) (0.274) (0.285) (0.294) (0.299) (0.302)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

3.13 -1.06 -2.54 -3.01 -2.69 -2.03 -1.69 -1.42 -1.86 -2.64 -3.7 -4.92 -5.03 -3.61 -1.93

(4.578) (3.951) (3.873) (3.731) (3.591) (2.894) (2.521) (2.297) (2.159) (2.448) (3.136) (4.277) (4.960) (5.025) (5.040)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

1.37 0.28 -0.46 -0.98 -1.15 -1.07 -1.08 -1.08 -1.43 -1.98 -2.67 -3.44** -3.70*** -3.27*** -2.68**

(3.338) (2.621) (2.471) (2.398) (2.242) (2.338) (2.412) (2.334) (2.216) (1.886) (1.593) (1.287) (1.065) (0.955) (0.974)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.771 0.795 0.798 0.793 0.784 0.774 0.766 0.76 0.751 0.739 0.72 0.692 0.705 0.704 0.717
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 3.2 -- Urban Headcount ratio - IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

2.61* 2.1 1.49 0.84 0.3 -0.09 -0.41 -0.66 -0.82 -0.87 -0.87 -0.8 -0.58 -0.17 0.67

(1.439) (1.204) (1.140) (1.143) (1.154) (1.142) (1.110) (1.066) (1.044) (1.052) (1.134) (1.320) (1.531) (1.657) (2.322)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.12 -0.1 -0.1 -0.13 -0.19 -0.21 -0.24 -0.26* -0.29** -0.31** -0.34*** -0.35*** -0.37*** -0.40*** -0.42***

(0.089) (0.093) (0.121) (0.137) (0.146) (0.143) (0.139) (0.134) (0.125) (0.116) (0.110) (0.107) (0.105) (0.105) (0.116)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

-4.56 -4.89** -4.83** -4.23** -3.27 -2.86 -2.48 -2.06 -1.64 -1.08 -0.64 -0.22 0.39 1.19 2.46

(3.002) (2.207) (1.914) (1.845) (1.945) (1.764) (1.692) (1.654) (1.592) (1.600) (1.744) (1.955) (1.985) (1.703) (2.828)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

1.29 0.55 -0.06 -0.36 -0.34 -0.45 -0.5 -0.47 -0.37 -0.16 0.03 0.21 0.49 0.84 1.37

(2.130) (1.562) (1.059) (0.761) (0.801) (0.842) (0.919) (1.015) (1.083) (1.196) (1.352) (1.520) (1.598) (1.491) (1.373)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.883 0.892 0.902 0.909 0.912 0.914 0.915 0.915 0.915 0.914 0.914 0.913 0.923 0.922 0.919
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Rural Headcount ratio 

Urban Headcount ratio  



Table 3.3 -- Aggregate Headcount ratio  - IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

-3.72 -2.83 -2.8 -3.07 -3.42* -3.69** -3.92** -4.10** -4.33*** -4.63*** -5.08*** -5.68*** -6.09*** -5.92*** -5.26**

(3.259) (2.621) (2.357) (2.126) (1.895) (1.679) (1.558) (1.464) (1.383) (1.230) (1.120) (1.206) (1.462) (1.657) (1.893)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.62* -0.46 -0.4 -0.38 -0.41* -0.43* -0.45* -0.46* -0.45* -0.44* -0.42* -0.41 -0.43* -0.49* -0.54**

(0.334) (0.296) (0.277) (0.254) (0.227) (0.223) (0.226) (0.226) (0.226) (0.223) (0.227) (0.236) (0.242) (0.247) (0.250)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

2.24 -1.15 -2.43 -2.72 -2.25 -1.85 -1.64 -1.39 -1.66 -2.08 -2.74 -3.53 -3.38 -2 -0.28

(3.683) (3.102) (3.051) (2.998) (2.984) (2.464) (2.178) (2.034) (1.955) (2.239) (2.795) (3.661) (4.102) (3.952) (3.507)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

0.59 -0.31 -0.98 -1.4 -1.45 -1.48 -1.54 -1.55 -1.8 -2.13 -2.59** -3.10*** -3.19*** -2.73*** -2.10***

(2.616) (2.046) (1.956) (1.913) (1.781) (1.830) (1.856) (1.759) (1.630) (1.328) (1.058) (0.796) (0.645) (0.581) (0.673)

Observations 627 627 627 627 627 627 627 627 627 627 627 627 627 627 627
Adjusted R-squared 0.832 0.848 0.85 0.846 0.839 0.831 0.824 0.818 0.812 0.804 0.792 0.774 0.788 0.793 0.81
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 3.4 -- Rural Headcount ratio  -- 1961 - 1989 -- IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

-4.05 -1.88 -2.21 -2.9 -3.58 -4.10* -4.44** -4.70** -5.04** -5.54*** -6.31*** -7.40*** -8.21*** -8.15*** -7.84***

(6.906) (4.595) (3.646) (2.976) (2.485) (2.093) (1.913) (1.821) (1.750) (1.577) (1.430) (1.500) (1.761) (1.981) (2.402)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.63 -0.31 -0.25 -0.26 -0.31 -0.37 -0.41 -0.43 -0.42 -0.39 -0.35 -0.31 -0.34 -0.43 -0.49

(0.591) (0.452) (0.389) (0.330) (0.272) (0.258) (0.263) (0.264) (0.265) (0.264) (0.273) (0.290) (0.304) (0.311) (0.318)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

2.26 -3.91 -4.94 -4.85 -4.04 -3.03 -2.51 -2.13 -2.58 -3.46 -4.71 -6.26 -6.42 -4.69 -3.07

(9.264) (6.607) (5.718) (4.966) (4.394) (3.423) (2.895) (2.587) (2.374) (2.623) (3.293) (4.469) (5.078) (4.992) (4.793)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

- - - - - - - - - - - - - - -

Observations 460 460 460 460 460 460 460 460 460 460 460 460 460 460 460
Adjusted R-squared 0.827 0.858 0.859 0.851 0.838 0.824 0.813 0.804 0.794 0.779 0.756 0.719 0.724 0.724 0.734
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Aggregate Headcount ratio 

Rural Headcount ratio 
1961 - 1989



Table 3.5 -- Rural Headcount ratio  -- T-2000 -- IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

-6.84** -6.84** -6.84** -6.84** -6.84** -6.84** -6.84** -6.84** -6.84** -6.88** -7.00** -7.19** -7.47** -7.75** -7.95***

(2.805) (2.805) (2.805) (2.805) (2.805) (2.805) (2.805) (2.805) (2.805) (2.799) (2.775) (2.754) (2.748) (2.730) (2.673)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80* -0.80*

(0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447) (0.447)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

- - - - - - - - - - - - - - -

Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

-0.45 -0.45 -0.45 -0.45 -0.45 -0.45 -0.45 -0.45 -0.45 -0.51 -0.65 -0.89 -1.24 -1.6 -1.85

(2.903) (2.903) (2.903) (2.903) (2.903) (2.903) (2.903) (2.903) (2.903) (2.879) (2.803) (2.686) (2.531) (2.345) (2.138)

Observations 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375
Adjusted R-squared 0.807 0.807 0.807 0.807 0.807 0.807 0.807 0.807 0.807 0.806 0.805 0.803 0.825 0.82 0.815
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 3.6 -- Rural Headcount ratio  -- Survey years -- IV
Year 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Number branches opened in rural unbanked 
locations per capita

-4.05 -2.98 -3.33 -3.33 -3.9 -4.21* -4.21* -4.21* -4.21* -5.87** -5.87** -5.87** -5.87** -5.87** 7.87

(5.003) (3.837) (3.150) (3.150) (2.478) (2.263) (2.263) (2.263) (2.263) (2.066) (2.066) (2.066) (2.066) (2.066) (23.060)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.69 -0.46 -0.38 -0.38 -0.41 -0.46 -0.46 -0.46 -0.46 -0.37 -0.37 -0.37 -0.37 -0.37 -1.01

(0.397) (0.355) (0.339) (0.339) (0.284) (0.281) (0.281) (0.281) (0.281) (0.280) (0.280) (0.280) (0.280) (0.280) (0.693)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

3.9 -0.8 -2.74 -2.74 -2.36 -1.31 -1.31 -1.31 -1.31 -4.22 -4.22 -4.22 -4.22 -4.22 22.69

(4.558) (3.992) (4.303) (4.303) (3.982) (3.322) (3.322) (3.322) (3.322) (6.104) (6.104) (6.104) (6.104) (6.104) (37.139)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

1.67 0.41 -0.75 -0.75 -0.97 -0.79 -0.79 -0.79 -0.79 -2.39 -2.39 -2.39 -2.39 -2.39 6.6

(3.680) (2.788) (2.573) (2.573) (2.400) (2.614) (2.614) (2.614) (2.614) (2.354) (2.354) (2.354) (2.354) (2.354) (11.922)

Observations 375 375 375 375 375 375 375 375 375 375 375 375 375 375 375
Adjusted R-squared 0.746 0.767 0.762 0.762 0.746 0.734 0.734 0.734 0.734 0.679 0.679 0.679 0.728 0.728 0.775
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

T-2000
Rural Headcount ratio 

Rural Headcount ratio 
Survey years



Table 4.1 -- Rural Headcount Ratio - effect of rural Credit and Saving Share 
Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Rural bank credit share -0.91 -0.94* -1.04* -1.16* -1.27* -1.35* -1.43** -1.52** -1.61** -1.71* -1.86* -2.06* -2.13* -1.87* -1.38

(0.536) (0.523) (0.539) (0.580) (0.623) (0.644) (0.663) (0.694) (0.749) (0.823) (0.959) (1.171) (1.210) (0.948) (0.914)
Rural bank savings share -1.61 -1.42* -1.47* -1.59** -1.81** -1.98** -2.09** -2.22** -2.36*** -2.58*** -2.95*** -3.32*** -3.78*** -3.63*** -3.06

(1.086) (0.811) (0.729) (0.727) (0.792) (0.761) (0.774) (0.781) (0.791) (0.822) (0.918) (0.998) (1.103) (0.905) (1.967)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.87 -1.33** -0.79 -1.14** -0.8 -1.12** -0.85 -1.16*** -0.92* -1.29*** -0.99* -1.40*** -0.99* -1.45** -1.01* -1.51** -1.05* -1.57** -1.10* -1.62** -1.14* -1.75** -1.20* -1.96** -1.28* -2.19** -1.29* -2.25*** -1.18* -2.08***

(0.525) (0.476) (0.524) (0.426) (0.511) (0.392) (0.505) (0.384) (0.504) (0.411) (0.511) (0.443) (0.498) (0.495) (0.496) (0.538) (0.505) (0.582) (0.526) (0.638) (0.561) (0.732) (0.628) (0.819) (0.709) (0.922) (0.689) (0.760) (0.639) (0.619)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

2.46 4.55 -2.84 -1.44 -3.46 -2.46 -3.33 -2.83 -2.56 -2.28 -1.86 -1.87 -2.37* -1.97 -2.89 -2.05 -2.94 -2.35 -3.03 -3.54 -3.72 -5.04 -4.57 -5.19 -4.03 -5.97 -1.46 -3.73 1.51 -0.94

(3.509) (6.191) (2.494) (4.019) (2.290) (3.596) (2.004) (3.115) (1.918) (3.205) (1.278) (2.426) (1.264) (2.317) (1.681) (2.340) (2.346) (2.446) (3.132) (3.182) (3.970) (4.264) (4.540) (5.006) (4.249) (5.275) (3.280) (4.469) (3.435) (6.226)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

4.99** 3.7 4 2.67 3.74 2.19 3.79 1.88 4.22 2.04 4.67 2.21 4.5 2.15 4.4 2.13 4.63 2.03 4.89 1.54 5.04 1.11 5.39 1.5 6.1 1.83 6.51 2.89 5.87* 3.45

(2.225) (2.537) (2.333) (2.524) (2.404) (2.602) (2.513) (2.588) (2.643) (2.503) (2.711) (2.533) (2.699) (2.543) (2.644) (2.653) (2.738) (2.788) (2.996) (2.764) (3.455) (3.062) (4.121) (3.700) (4.712) (4.719) (4.366) (5.279) (3.237) (4.721)

Observations 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503
R-squared 0.777 0.705 0.774 0.733 0.764 0.73 0.748 0.715 0.731 0.679 0.716 0.649 0.702 0.627 0.686 0.602 0.667 0.572 0.646 0.523 0.611 0.429 0.619 0.41 0.281 0.32 0.469
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 4.2 -- Urban Headcount Ratio - effect of rural Credit and Saving Share 
Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Rural bank credit share -0.13 -0.25 -0.35 -0.44 -0.51 -0.56 -0.63 -0.67 -0.67 -0.63 -0.58 -0.5 -0.31 -0.03 0.42

(0.432) (0.429) (0.423) (0.418) (0.419) (0.423) (0.433) (0.466) (0.513) (0.540) (0.574) (0.624) (0.594) (0.500) (0.574)
Rural bank savings share -0.22 -0.47 -0.65 -0.81 -0.92 -0.96 -1.01 -1.05 -1.07 -1.1 -1.11 -0.98 -0.79 -0.31 0.42

(0.719) (0.706) (0.691) (0.661) (0.653) (0.633) (0.643) (0.675) (0.721) (0.786) (0.888) (0.922) (0.979) (0.880) (1.224)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.43 -0.49 -0.48* -0.63 -0.51* -0.72* -0.57** -0.82** -0.63** -0.91** -0.66** -0.92*** -0.68** -0.94*** -0.70** -0.96** -0.73** -0.99** -0.75** -1.02** -0.76** -1.03* -0.74** -1.00* -0.70** -0.93 -0.61* -0.74 -0.46* -0.41

(0.261) (0.428) (0.262) (0.407) (0.268) (0.405) (0.262) (0.367) (0.249) (0.335) (0.246) (0.310) (0.241) (0.317) (0.253) (0.343) (0.281) (0.385) (0.310) (0.435) (0.321) (0.489) (0.325) (0.531) (0.323) (0.561) (0.292) (0.514) (0.247) (0.569)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

-5.83** -5.54* -4.00** -3.35 -3.39** -2.64 -2.67* -2.04 -1.73 -1.26 -1.47 -1.3 -1.59 -1.37 -1.59 -1.23 -1.14 -0.96 -0.36 -0.78 0.13 -0.72 0.66 0.06 1.72 0.75 3.09** 2.33 5.27 4.49

(2.495) (2.702) (1.576) (1.967) (1.455) (2.263) (1.434) (2.417) (1.578) (2.736) (1.514) (2.460) (1.768) (2.530) (1.975) (2.554) (2.179) (2.543) (2.284) (2.725) (2.462) (3.046) (2.481) (2.802) (2.021) (2.519) (1.446) (1.545) (3.129) (3.208)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

1.75 1.57 1.81 1.56 1.86 1.53 2.11 1.63 2.57 1.92 2.74 1.86 2.78 1.8 2.87 1.88 3.15 2.05 3.5 2.18 3.64 2.25 3.65 2.58 3.51 2.74 3.01 2.87* 1.84 2.58*

(1.915) (1.444) (2.020) (1.438) (2.116) (1.431) (2.193) (1.376) (2.271) (1.341) (2.305) (1.235) (2.308) (1.245) (2.345) (1.310) (2.474) (1.440) (2.589) (1.609) (2.523) (1.703) (2.304) (1.797) (2.091) (1.694) (1.891) (1.443) (1.813) (1.283)

Observations 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503
R-squared 0.925 0.924 0.923 0.917 0.921 0.909 0.917 0.898 0.913 0.888 0.91 0.886 0.906 0.882 0.903 0.879 0.902 0.876 0.905 0.873 0.909 0.872
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 4.3 -- Aggregate Headcount Ratio - effect of rural Credit and Saving Share 
Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Rural bank credit share -0.85* -0.88* -0.97* -1.07** -1.17** -1.23** -1.29** -1.37** -1.45** -1.52* -1.62* -1.75 -1.75 -1.49* -1.06

(0.459) (0.448) (0.460) (0.491) (0.523) (0.540) (0.555) (0.586) (0.643) (0.717) (0.840) (1.020) (1.036) (0.800) (0.754)
Rural bank savings share -1.5 -1.37* -1.41* -1.51** -1.70** -1.80** -1.89*** -2.01*** -2.13*** -2.30*** -2.58*** -2.83*** -3.13*** -2.90*** -2.36

(0.994) (0.755) (0.668) (0.639) (0.674) (0.632) (0.639) (0.647) (0.668) (0.722) (0.849) (0.935) (1.030) (0.795) (1.500)
Number of Bank Branches per capita in 1961 * 
(1961 - 2000) trend

-0.84* -1.27*** -0.79* -1.14*** -0.80* -1.12*** -0.84* -1.16*** -0.92** -1.28*** -0.96** -1.33*** -0.95** -1.37*** -0.96** -1.42*** -1.01** -1.48*** -1.06** -1.53** -1.09** -1.63** -1.13* -1.79** -1.18* -1.94** -1.17* -1.94** -1.06* -1.75***

(0.439) (0.420) (0.435) (0.352) (0.426) (0.325) (0.417) (0.298) (0.406) (0.299) (0.412) (0.334) (0.401) (0.389) (0.406) (0.437) (0.423) (0.490) (0.451) (0.557) (0.486) (0.656) (0.546) (0.748) (0.612) (0.846) (0.590) (0.717) (0.534) (0.540)
Number of Bank Branches per capita in 1961 * 
Post-T dummy

1.13 3.07 -2.63 -1.22 -3.07 -2.04 -2.81* -2.27 -1.94 -1.62 -1.55 -1.55 -2.13 -1.76 -2.6 -1.84 -2.52 -2 -2.33 -2.8 -2.69 -3.88 -3.18 -3.75 -2.51 -4.15 -0.24 -2.09 2.2 0.32

(2.945) (5.472) (1.938) (3.654) (1.796) (3.337) (1.538) (2.933) (1.507) (3.077) (1.090) (2.482) (1.253) (2.459) (1.677) (2.518) (2.346) (2.636) (3.030) (3.258) (3.723) (4.158) (4.126) (4.592) (3.668) (4.635) (2.521) (3.520) (2.555) (4.844)
Number of Bank Branches per capita in 1961 * 
Post-1989 dummy

3.96* 2.77 3.23 2.01 3.02 1.62 3.11 1.39 3.58 1.62 3.85 1.63 3.62 1.5 3.53 1.47 3.79 1.45 4.12 1.14 4.28 0.85 4.55 1.24 5.04 1.51 5.22 2.33 4.53 2.66

(1.959) (2.106) (2.045) (2.053) (2.161) (2.144) (2.256) (2.103) (2.317) (1.943) (2.372) (1.924) (2.372) (1.892) (2.352) (1.975) (2.470) (2.098) (2.688) (2.087) (3.035) (2.351) (3.503) (2.891) (3.890) (3.710) (3.531) (4.130) (2.614) (3.621)

Observations 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503 503
R-squared 0.825 0.755 0.82 0.775 0.811 0.773 0.797 0.759 0.783 0.727 0.771 0.708 0.76 0.691 0.746 0.669 0.729 0.643 0.714 0.603 0.692 0.532
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
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Table 5.1 -- Rural Headcount Ratio -- Robustness Checks 
Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Number branches opened in rural 
unbanked locations per capita -1.21 -1.97 -0.47 -0.75 -0.95 -1.07 -2.2 -2.05 -2.63 -2.43 -3.14* -2.89* -3.62** -3.34** -4.12** -3.77** -4.58*** -4.10** -4.99*** -4.37** -5.68*** -4.96** -6.99*** -6.06** -7.92*** -6.97** -8.08*** -7.62* -8.72** -8.16

(2.758) (3.010) (2.266) (2.230) (2.236) (2.056) (2.139) (1.905) (1.917) (1.679) (1.684) (1.516) (1.587) (1.489) (1.544) (1.544) (1.502) (1.624) (1.378) (1.659) (1.310) (1.768) (1.529) (2.281) (1.936) (2.982) (2.348) (3.716) (3.833) (5.428)
Cumulative land reform -1.71*** -1.81*** -1.79*** -1.80*** -1.80*** -1.83*** -1.75*** -1.84*** -1.73*** -1.82*** -1.75** -1.86*** -1.76** -1.87** -1.75** -1.87** -1.72** -1.86** -1.70** -1.86** -1.69* -1.86** -1.66 -1.85* -1.63 -1.85* -1.61 -1.82 -1.59 -1.8

(0.454) (0.513) (0.458) (0.476) (0.465) (0.484) (0.528) (0.543) (0.573) (0.574) (0.613) (0.601) (0.656) (0.645) (0.696) (0.678) (0.727) (0.700) (0.764) (0.731) (0.831) (0.783) (0.978) (0.905) (1.086) (1.010) (1.110) (1.085) (1.191) (1.153)
Health and education spending -7.2 -3.69 -4.28 -0.98 -6.14 -2.41 -7.59 -2.76 -8.05 -2.55 -8.11 -1.64 -9.78 -2.57 -10.97 -3.31 -11.42 -3.78 -11.52 -4.11 -12.18 -5.84 -13.08 -5.8 -12.61 -4.52 -11.9 -3.52 -10.88 -1.63

(26.055) (25.234) (25.088) (23.809) (25.563) (24.356) (28.079) (26.234) (28.957) (26.764) (29.255) (26.897) (29.749) (27.368) (30.908) (28.402) (31.705) (29.090) (32.728) (29.856) (34.528) (31.166) (38.023) (33.556) (40.810) (35.836) (41.590) (37.736) (43.527) (39.773)
Other development spending -28.14 -29.45 -24.69 -24.08 -28.99* -27.48* -33.32** -30.94** -33.86** -31.25** -35.67** -32.80** -38.14*** -34.97** -40.84*** -37.32** -43.56*** -39.60** -45.51*** -41.14** -48.65*** -44.25** -53.35** -47.77** -56.36** -50.41** -55.83** -51.36* -58.20* -52.91

(16.612) (17.087) (15.434) (15.537) (13.658) (14.012) (12.352) (13.070) (12.123) (12.839) (12.115) (12.848) (12.040) (12.940) (12.394) (13.365) (12.831) (13.795) (13.414) (14.310) (14.660) (15.542) (18.116) (18.418) (21.579) (22.060) (24.044) (25.735) (30.013) (32.231)
Fraction legislators from:
Congress parties -10.83 -10.92 -10.44 -10.5 -11.64 -12.34 -12.78 -13.07 -13.47 -13.74 -14.01 -14.23 -14.45 -14.63 -14.68

(7.494) (6.688) (6.819) (7.231) (7.592) (8.034) (8.457) (8.904) (9.491) (9.996) (10.732) (11.969) (13.194) (14.269) (15.066)
Janata parties -9.1 -9.92* -9.62 -9.4 -10.38 -11.02 -11.44 -11.62 -11.33 -10.83 -9.95 -10.03 -10.28 -10.67 -11.14

(5.944) (5.492) (5.638) (5.986) (6.281) (6.478) (6.653) (6.899) (7.345) (7.701) (8.170) (8.937) (9.590) (10.009) (10.545)
Hindu parties 4.24 0.15 0.37 2.71 2.83 4.17 5.1 6.15 7.18 8.08 8.41 9.28 10.22 10.64 11.17

(11.307) (9.432) (9.240) (10.149) (10.769) (10.948) (11.793) (12.905) (13.367) (13.905) (14.578) (16.866) (18.828) (19.474) (19.384)
Hard Left parties -12.34 -11.36 -11.25 -12.2 -13.31 -14.09 -14.58 -14.81 -14.8 -14.77 -15.13 -16.15 -16.93 -17.5 -17.64

(8.581) (7.356) (7.582) (7.912) (8.130) (8.445) (8.766) (9.074) (9.483) (9.863) (10.523) (11.618) (12.873) (14.318) (15.436)
Regional parties -10.86 -10.04 -9.74 -10.71 -12.39 -13.6 -14.44 -15.11 -15.82 -16.29 -17.02 -18.33 -19.43 -20.29 -20.97

(12.329) (11.878) (11.871) (11.990) (12.131) (12.471) (12.686) (12.911) (13.610) (14.294) (15.372) (16.892) (18.512) (20.188) (22.279)
Observations 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603
Adjusted R-squared 0.847 0.844 0.854 0.856 0.855 0.858 0.844 0.85 0.836 0.844 0.825 0.835 0.814 0.826 0.802 0.816 0.791 0.809 0.781 0.803 0.763 0.791 0.724 0.762 0.691 0.733 0.682 0.709 0.656 0.688
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES

Table 5.2 -- Urban Headcount Ratio -- Robustness Checks 
Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Number branches opened in rural 
unbanked locations per capita 1.41 0.58 0.96 0.38 0.42 0.04 -0.27 -0.45 -0.54 -0.61 -0.77 -0.73 -0.95 -0.8 -1.05 -0.81 -1.12 -0.81 -1.1 -0.79 -0.99 -0.74 -0.79 -0.56 -0.48 -0.23 0.06 0.3 1.03 1.39

(1.380) (1.092) (1.229) (1.083) (1.151) (1.041) (1.192) (1.048) (1.198) (1.049) (1.159) (1.004) (1.109) (0.956) (1.061) (0.908) (1.054) (0.909) (1.076) (0.893) (1.137) (0.900) (1.363) (1.043) (1.565) (1.237) (1.686) (1.563) (2.819) (3.002)
Cumulative land reform 0.39 0.35 0.37 0.33 0.36 0.31 0.4 0.3 0.42 0.31 0.41 0.28 0.4 0.27 0.41 0.27 0.43 0.29 0.44 0.3 0.44 0.31 0.43 0.31 0.42 0.3 0.4 0.29 0.36 0.28

(0.457) (0.391) (0.417) (0.377) (0.368) (0.357) (0.312) (0.322) (0.299) (0.314) (0.292) (0.307) (0.291) (0.309) (0.286) (0.302) (0.281) (0.305) (0.284) (0.307) (0.285) (0.309) (0.293) (0.317) (0.307) (0.332) (0.343) (0.364) (0.440) (0.462)
Health and education spending 27.15 24.24 26.66 24.48 24.49 23.17 23.86 23.11 23.71 23.29 24.45 24.25 23.9 23.91 23.52 23.74 23.44 23.3 23.15 22.86 23.81 22.92 24.45 23.62 24.85 24.06 24.92 23.92 24.89 23.02

(18.729) (16.884) (18.357) (16.824) (17.219) (16.205) (16.283) (15.760) (15.765) (15.352) (15.145) (14.999) (14.788) (14.903) (14.531) (14.796) (14.588) (14.915) (14.639) (14.991) (14.965) (15.297) (15.306) (15.547) (15.959) (16.126) (17.069) (17.028) (19.140) (18.491)
Other development spending 16.87 11.7 15.12 11.13 12.74 9.67 9.8 7.6 8.76 7.13 7.76 6.52 6.87 5.97 6.31 5.73 5.75 5.29 5.68 5.28 6.08 5.24 6.83 6.1 7.65 7.13 9.4 8.93 12.99 12.78

(11.963) (12.733) (12.316) (12.399) (12.496) (12.184) (12.634) (12.226) (13.027) (12.610) (12.857) (12.497) (12.470) (12.195) (12.083) (11.890) (11.807) (11.602) (11.597) (11.400) (11.561) (11.380) (12.119) (11.776) (12.910) (12.554) (14.632) (14.814) (21.680) (21.977)
Fraction legislators from:
Congress parties 0.89 0.54 0.45 0.46 0.01 0.01 0.11 0.22 0.22 -0.03 -0.2 -0.09 0.06 0.2 0.52

(3.382) (3.327) (3.353) (3.137) (3.065) (3.091) (3.142) (3.138) (3.263) (3.374) (3.403) (3.458) (3.539) (3.647) (4.160)
Janata parties 2.31 1.9 1.73 1.88 1.52 1.44 1.52 1.62 1.77 1.69 1.69 1.53 1.42 1.37 1.45

(3.818) (3.626) (3.516) (3.288) (3.200) (3.175) (3.194) (3.184) (3.280) (3.414) (3.554) (3.566) (3.619) (3.716) (3.977)
Hindu parties 5.78 5.45 5.97 7.54 7.87 8.7 9.26 9.61 9.4 9.08 8.83 8.84 8.97 8.53 7.4

(12.298) (11.208) (10.022) (8.861) (8.696) (8.430) (8.319) (8.361) (8.250) (8.237) (8.302) (8.728) (9.513) (10.519) (12.586)
Hard Left parties 3.18 2.66 2.17 1.81 1.44 1.38 1.51 1.76 1.95 1.95 1.97 2.26 2.71 3.32 4.16

(3.375) (3.379) (3.440) (3.356) (3.393) (3.480) (3.618) (3.718) (3.864) (4.042) (4.092) (4.141) (4.237) (4.411) (5.392)
Regional parties -0.28 -0.86 -1.2 -1.72 -2.35 -2.51 -2.48 -2.34 -2.37 -2.65 -2.79 -2.48 -1.96 -1.25 0.2

(5.626) (5.359) (5.101) (4.790) (4.639) (4.611) (4.625) (4.596) (4.871) (5.074) (5.251) (5.333) (5.474) (5.586) (6.736)
Observations 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603 605 603
Adjusted R-squared 0.9 0.908 0.905 0.91 0.911 0.913 0.914 0.915 0.915 0.916 0.915 0.916 0.915 0.916 0.915 0.916 0.914 0.915 0.913 0.915 0.913 0.914 0.913 0.914 0.913 0.913 0.911 0.911 0.904 0.902
State and year dummies YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
Other controls YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES YES
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1975 1976 1977 1978 1979 1980

1982 1983 1984
 Rural Headcount Ratio

1970 1971 1972 1973 1974

1976 1977 1978 1979 1980 19811970 1971 1972 1973 1974 1975
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