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Resumen: The effectiveness of public lending to ease credit constraints has been widely studied for
microenterprises. Existing evidence for larger firms refers to lending that is significantly subsidized and
targeted, so estimated positive effects may reflect poor allocation of public credit. This paper uses uniquely
comprehensive data on all non-micro manufacturing firms and all formal credit operations in Colombia to
investigate credit constraints to larger businesses taking advantage of a wide, unsubsidized, second-tier
(therefore untargeted) government lending program. The program significantly increases beneficiaries’ growth,
through longer maturities and closer ties with banks, complementing rather than substituting private lending.
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