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A Appendix

A.1 Descriptive statistics

Table Al. Descriptive statistics loans

All loans
count mean sd min max
Interest rate [p.a.] 319  0.385 0.254 0.020 1.680
Log(A) 319 9.839 0.802 6.908 12.612
Consumption loan 319 0.191 0.394 0 1
Fishing loan 319 0.545 0.499 0 1
Maturity 319  0.464 0.499 0 1

Interlinked loans
Interest rate [p.a.] 52 0.485 0.399 0.039 1.680

Log(A) 52 10.218 0.866 8.006 12.206
Consumption loan 52 0.038 0.194 0 1
Fishing loan 52 0.942 0.235 0 1
Maturity 52 0.000  0.000 0 0

Other loans
Interest rate [p.a.] 267  0.366 0.211 0.020 1.230

Log(A) 267  9.765 0.770 6.908 12.612
Consumption loan 267 0.221 0.416 0 1
Fishing loan 267  0.468 0.500 0 1
Maturity 267 0.554  0.498 0 1

Loan Amount ‘A’ measured in Rs, Maturity: Dummy, equal to one if a repayment date is fixed; Con-
sumption loan: Dummy, equal to one if loan purpose is consumption (among others); Fishing loan:

Dummy, equal to one if loan purpose is fishing (among others)

A.2 Additional Tables
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Table A3. Comparing indebted households with and without interlinked loan, n=234

With Without p-value
interlinked interlinked Welch Two Sample
loan loan t-test™
Mean yearly fishing income 66,820 Rs 64,010 Rs 0.7828
Average asset index -0.008 0.020 0.8571
Average coefficient of variation 0.48 0.51 0.4944
Value fishing assets 97 111 0.2817
Number of observations 52 182

The asset index of a household is the first component from a principal component analysis based on

different assets (here: Bike, Motorbike, Mobile Phone, TV /Radio, House, Land, all measures being
normalized by subtracting the mean and dividing by the standard deviation) based on Filmer and
Pritchett (2001). It is positively correlated with wealth.

*: Hy is the equality of means.

A.3 Additional Results of OLS estimation

For the OLS specification, the same robustness checks are performed as were performed
for the FE specification. In the OLS specifications, the coefficient of ‘Other informal x
V' is positive and significant (see column (1) of table A4). At first sight, this suggests
that other informal loans also play an insurance role. Unlike before, the impact of the
Coefficient of Variation ‘V’ in this specification is significant and negative. In absolute
terms, the magnitude of its coefficient is similar to the magnitude of the coefficient of the
interacted term. It turns out that the sum of both effects is not significantly different from
zero (see table A5). Overall, the income volatility has no significant impact on interest
rates from other informal loans. The overall effect of income volatility on the interest
rates from interlinked loans is significantly different from zero at the 10 percent level (see
table A5). For the remaining robustness checks based on OLS, qualitative results are as

for the FE specification.



Table A4. OLS regression results for interest rates, modified

Dependent variable: (1) (2)
Interest rate with other informal loan dummy only recent loans
Coeff (p-value) Coeff (p-value)
Interlinked Dummy 0.389 (0.574) 0.572 (0.493)
V x Interlinked 0.332** (0.010) 0.301** (0.016)
Log(x) x Interlinked 0.210*** (0.009) 0.193* (0.068)
Log(A) ~0.0289 (0.333) ~0.0295 (0.106)
Log(A) x Interlinked —0.269*** (0.000) —0.269*** (0.001)
Maturity ~0.00421 (0.839) ~0.0310 (0.267)
Formal loan —0.132* (0.084) —0.123*** (0.002)
Y2009 0.0483 (0.247)
Y2010 ~0.0238 (0.510) ~0.0249 (0.502)
% —0.106** (0.030) —0.0750* (0.052)
Log(1) 0.00641 (0.713) 0.00656 (0.661)
Boat —0.0489 (0.293) —0.0303 (0.566)
Motor ~0.0304 (0.266) —0.0327 (0.302)
Literacy 0.00843 (0.767) 0.0114 (0.725)
Activity 0.0529 (0.146) 0.0339 (0.428)
Khartia —0.0903* (0.051) —0.158*** (0.006)
Cell phone —0.0422 (0.196) —0.0444 (0.255)
Males 12-60 0.00675 (0.550) 0.0109 (0.387)
Training 0.0675 (0.107) 0.0796* (0.090)
Attitude II 0.0147 (0.742) 0.0276 (0.602)
Attitute T 0.0369 (0.270) 0.0364 (0.351)
Central Sector —0.144*** (0.009) —0.160** (0.028)
Northern Sector —0.0944* (0.061) ~0.114 (0.112)
Southern Sector —0.0469 (0.357) —0.0744 (0.313)
Other informal —0.377 (0.329)
Other informal x V 0.133** (0.047)
Other informal x log(s) 0.00599 (0.795)
Other informal x log(A) 0.0321 (0.357)
Constant 0.870** (0.012) 0.881** (0.000)
Observations 319 250
Adjusted R? 0.263 0.273

p-values in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01; error terms clustered at household level.

Table A5. Comparison of the total impact of income volatility on the interest rates from
(A) interlinked loans and (B) other informal loans

Other informal loans Interlinked loans
HO coef[V]+coef[V x Informal]=0 coef[V]+coef[V x Interlinked]=0
p-value 0.5791 0.0680

Based on Wald tests of linear hypotheses.
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