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Overview

Figure 2: Evolution of Lending Distances
Figure 2 shows three plots. Panel A plots the average weighted distance of all small business loans over time. Lending Distance for
each loan is computed as the geodetic distance between the borrowers’ county centroid and the banks’ closest branch. Panel B plots the
bank equal-weighted lending distance over time. To compute the bank equal-weighted lending distance, we initially compute the average
(volume-weighted) lending distance for each bank-year combination and then average across all banks in each year. Panel C plots the
percentage of loans that are originated to borrowers that are located in counties where the lender does not have a branch. Data for all
figures is obtained from the combination of the CRA and SOD datasets. We limit the sample to banks whose total assets exceed $1
billion due to the changes in CRA reporting thresholds.

Panel A: Average Lending Distance (Volume-Weighted)
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Panel B: Average Lending Distance (Equal-Weighted across Banks)

Panel C: Proportion of Lending to Counties outside Branch Network (Volume-Weighted)

Source: Granja, Leuz, and Rajan (2022, JF forthcoming)

◮ Trend toward greater lending distances between small borrowers and
lenders in the US over the past 20 years

◮ Symptom of changes in lending technologies



This paper

Investments in broadband facilitate the exchange of information between
banks, lenders, and retail depositors and could have far-reaching
consequences on the industrial organization and performance of the sector

Main Results – The adoption of broadband technology:

◮ increases lending in the extensive and intensive margin

◮ increases lending productivity and lending distance

◮ improves ex-post lending performance

◮ heightens competition between banks

◮ less bank branching in rural areas but with no effect on economic
growth



Main Takeaway

◮ Great Paper! Expands on Rajan and Petersen (2002, JF) and others
by opening the black box of what were the important structural
transformations behind current trends toward reliance on hard
information in banking

[Comments:]

1. There is a lot on the paper! Split?

2. IV strategy

3. Refinement of some empirical tests



1. Split?

The paper is very comprehensive. Potential roadmap to split the
paper:

1. Effects on the provision of safe deposits and transaction services
◮ IT revolution in services (e.g., Chang-Tai Hsieh and Rossi-Hansberg,

2020) → investments in IT (e.g., online banking) imply greater
economies of scale → movement toward bank consolidation

◮ would require more data on bank’s IT investments

2. Effects on lending function of banks
◮ already well developed



2. IV strategy

Identification Assumption: “ whatever correlation existed between the
distance to the closest UGS and relevant municipality characteristics, this
did not change at the time of the introduction of the ADSL in the
municipality”

Appendix B Additional Tables

Table A1: Balance Table

Close Far Norm. diff. N.
Surface 35.31 55.06 (-.24) 4400
Altitude 205.08 336.16 (-.37) 4400
North .69 .55 (.21) 4528
SL per capita .24 .43 (-.39) 4528
Dist. province capital 2.67 3.23 (-.61) 4492
Pop. growth .07 .04 (.3) 4361
Adults growth .05 .02 (.21) 4528
Graduate growth .88 .8 (.15) 4528
Foreigners growth 2.53 2.83 (-.09) 4524
Buildings growth .13 .1 (.13) 4528
Firms growth .1 .04 (.31) 4528
Employees growth .05 .05 (.02) 4528
Income p.c. growth .19 .17 (.19) 4361

Notes: balance table. This table compares several geographical and socioeconomic indicators, for municipalities that are at
different distances from the necessary infrastructure for broadband. We distinguish between municipalities close (below
the median of distance) and far (above the median of distance) from the closest UGS. Column 1 reports the average value
of each variable for municipalities close to the UGS. Column 2 reports the average value of each variable for municipalities
far from the UGS. Column 3 reports the normalized difference as in Imbens and Wooldridge (2009). Values above 0.25 can
be considered problematic. Finally, column 4 reports the total number of observations (municipalities).

44

Question: Could UGS close/distant areas have been disproportionately
affected by the Italian TFP slowdown?



3. Refining some empirical tests

“The kind of firms that could borrow at a distance in the past must have
been of unimpeachable quality since the technology enabling early
intervention simply did not exist, and the costs of physical monitoring
were prohibitive” (Petersen and Rajan, 2002 JF)
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Source: Granja, Leuz, and Rajan (2022, JF forthcoming)

◮ How did the relationship of distance and loan default change with
access to broadband?



Conclusion

◮ Important read for anyone seeking to understand the impact of IT
adoption in the banking sector

◮ Best of Luck!


