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Abstract

What are the effects of scaling up financial interventions in space? We investigate
this question in the context of Thailand’s ‘Million Baht Village Fund’ program, using
quasi-natural variation in credit per household at the village level and an extensive
administrative village census. We find significant village-level impacts of credit and
credit spillovers to neighboring villages. Credit spillovers dominate the direct effects,
where heterogeneity in credit spillovers is a function of the local spatial configuration
of villages. We find that migration between villages rather than trade or capital flows
is the primary source of spillovers. We develop a dynamic spatial model with migration
to interpret and explain the spatial and general equilibrium effects we find in the data.
Model predictions align with the empirical results and suggest uneven welfare gains by
wealth and agent type. Spatial spillovers generate welfare trade-offs between occupa-
tions, raising wages to benefit workers and at a cost to entrepreneurs. Counterfactual
distribution of credit minimizes entrepreneur-worker trade-offs and yields welfare gains

over the actual intervention.
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