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The commercialization of the microfinance industry: Is there a ‘personal mission drift’ among the credit officers?









Abstract
Recent research suggests that many microfinance institutions have increased the focus on financial performance at the expense of the social component of their dual objectives. Existing studies typically assume that such mission drift is driven by capital providers and managers; hence, the research has had a ‘top-down’ approach when describing and investigating the mission drift of the microfinance sector. In this study, we examine whether a ‘personal mission drift’ on the credit officer level is an additional explanation for the development of many microfinance institutions. Our empirical analysis supports such ‘bottom up’ mechanisms. We present evidence that more experienced credit officers serve fewer vulnerable clients; specifically, we show that credit officer experience is negatively related to the provision of small loans, loans to young clients, and loans to clients with disabilities. 


1. Introduction
Microfinance is the provision of financial services, broadly interpreted, to poor people. The growth of the microfinance sector has been impressive, and soon microfinance will become the World’s largest banking market in terms of the number of customers (Mersland, 2013). The main advantage with microfinance is generally regarded to be the provision of capital to poor entrepreneurs. This capital can be applied to set up or expand business activities that can increase the standard of living of the microfinance customers. Thus, although saving, insurance and money transfers should be regarded as microfinance services, microfinance research has had a bias towards the analysis of microcredit (Aubert et al., 2009). 

Over the past decade microfinance has been considered to be one of the most important tools for bringing people out of poverty (see, e.g., Armendariz et al., 2011), in particular in the aftermath of the award of the Nobel Peace Prize to Muhammad Yunus and Grameen Bank in 2006. However, although an abundance of research suggests positive effects from the provision of microfinance services (Goldberg, 2005; Odell, 2010), microfinance has not turned out to be the quick fix against poverty that Yunus in his Nobel lecture expected that it would be (Bateman, 2010; Augsburg and Fouliett, 2010). 

Most microfinance institutions (MFIs) subscribe to the dual objectives of financial sustainability and outreach to poor people. Although the former can be regarded as a pre-requisite for the latter, the simultaneous goals of financial and social performance can obviously be conflicting. Recent research suggests that many MFIs have increased the focus on financial performance at the expense of the social component of the dual objectives (Hermes et al., 2011). This phenomenon is referred to as the mission drift of the microfinance sector (see, e.g., Copestake, 2007). Such a reduced emphasis on outreach to poor and vulnerable persons might explain why microfinance has not been as successful as expected in the fight against poverty. Mission drift has generally been attributed to a change in focus and strategy from stakeholders such as capital providers and managers. Thus, existing research has had a ‘top-down’ approach when describing and investigating the mission drift of the microfinance sector (e.g., Augsburg and Foulliet, 2010; Armendariz et al., 2011). 

The novel contribution of our study is to ask if prior research has used a too narrow approach to the analysis of microfinance mission drift; could it be that a ‘bottom-up’ approach can contribute to a broader understanding of this drift? Credit officers are the ones with the daily power to accept or reject loan clients. The poorest clients are often perceived to be the customers with the highest risk, and there is also a lot of administrative work related to serving the customers with the lowest loan amounts (cf. Serrano-Cinca and Gutierrez-Nieto, 2014; Sarker, 2013). If credit officers start to shy away from serving the poorest of the poor, we will observe a mission drift on an MFI level that is not described by a change in the preferences of investors, donors, creditors or managers. 

We do not question previous findings that ‘top-down’ mechanisms are important when explaining the microfinance mission drift, rather, our explorative study asks if there is more to the story; could a ‘personal mission drift’ on the credit officer level offer an additional explanation for the development of the microfinance sector? We regard this angle to potentially be of large importance; with their operative power to accept or reject loan applicants (Beisland and Mersland, 2014a), credit officers have crucial power related to how an MFI develops over time (Dixon et al., 2007; Labie et al., 2010). Our study answers the challenge for more research on the MFI employees (Labie et al., 2010); in general, to fully understand microfinance and its consequences, it is essential that academic research covers the motivations, preferences and specific actions of the people actually offering microfinance services in practice.  

We apply a unique dataset covering credit officers in Ecuador to study possible mission drift on the personal level in the microfinance sector. Our findings suggest that credit officer experience is negatively related to the provision of small loans, loans to young clients, and loans to clients with disabilities. Controlling for gender, education, marital status, and branch affiliation, we find clear evidence that more experienced staff members serve fewer vulnerable clients. Collectively, the results support the idea of a mission drift on a credit officer level. The findings have potentially important policy consequences; if the fight against poverty remains high on the microfinance agenda, credit officer incentives should be designed to prevent the mission drift observed on an MFI level. 

This paper is organized as follows. Section 2 discusses prior research and develops the research question to be tested empirically. Section 3 describes the research methodology and presents the data sample. The empirical findings are discussed in Section 4. Section 5 concludes. 

2. Prior research
Several studies have analyzed the possible mission drift of MFIs, see, e.g., Mersland and Strøm (2010) and Serrano-Cinka and Gutierrez-Nieto (2014) for comprehensive discussions of existing research. The results of the research are ambiguous (Kar, 2013). Empirical research covering large samples does not necessarily find strong evidence of a mission drift in the microfinance sector as a whole (Mersland and Strøm, 2010; Cull et al., 2007), however, few would disagree that the concept of mission drift fits many of the individual MFIs operating in the market (Serrano-Cinka and Gutierrez-Nieto, 2014; Copestake, 2007; Cull et al., 2009). 

At this stage, it is important for us to stress that not all mission drift is ‘bad’. Although Hermes et al. (2011) find that commercialization may induce less focus on the poor, some argue that the efficiency improvements and scale economies caused by commercialization may actually improve the microfinance industry’s ability to serve the poorest of the poor (see discussion in Mersland and Strøm, 2010). For instance, improved efficiency following a more commercialized microfinance industry might lay the ground for lower interest rates and, additionally, profit motives can increase MFIs’ willingness to seek out new markets for their loan products. 

Without jumping to conclusions on whether mission drift is ‘good’ or ‘bad’, the most reasonable approach is probably to admit that it can be both, depending on the characteristics of the MFIs involved and their customers. To avoid ‘bad’ mission drift and implement policies designed to maintain and improve the microfinance industry’s ability to fight poverty, it is important to understand the mechanisms behind MFIs’ shift of focus from social (outreach to the poor) to financial objectives. Thus far, the implicit assumption of most microfinance research has been that the mission drift is caused by investors, donors or managers on a strategic level; hence, the research has had a ‘top-down approach’ to mission drift. 

For instance, Augsburg and Foulliet (2010, p. 349) state that “In this paper, we try to raise some caution regarding the overwhelming push for microfinance institutions to become financially self-sustainable, a push more often than not exerted by donor organizations.” Armendariz et al.  (2011, p. 26) conclude that “This paper suggests that the main reason why a vast majority of MFIs have failed to meet their dual objective can be found in the supply of subsidies.” Also consistent with the top-down approach, Hermes et al. (2011, p. 939) contend that “Recently, MFIs have been confronted with a number of challenges that have affected their way of doing business (Hermes et al., 2011, p. 939).” Aubert et al. (2009) is one of very few studies (the only?) with a focus on the staff of MFIs. Even if their starting point is mission drift caused by increased competition, another ‘top-down’ explanation for microfinance mission drift, they acknowledge that credit officer incentives can be of vital importance to resist such drift. 

Aubert et al. (2009) state that most MFIs have introduced incentive wages for credit officers, with bonuses rewarding high repayment rates. In their model, an important assumption is that wealth and repayment is positively correlated. Under this assumption, credit officers would prefer wealthier clients, ceteris paribus. However, such risk-related arguments may not be the only reason why credit officers shy away from the poorest clients. The administrative work associated with a new loan is probably relatively independent of the loan size. If credit officers are awarded based on total repayments or aggregate loan portfolio (see discussion in Aubert et al., 2009), they may prefer wealthier (larger) clients from a cost-benefit perspective even if there are no risk differences among the customers. Labie et al. (2010) state that the first incentive schemes applied by most MFIs are based on a single criterion, typically the growth of loan portfolios, which is another incentive mechanism possibly leading to a drift toward the more wealthy clients, relatively speaking. In general, MFIs might adopt incentive schemes from traditional banking without a deliberate intention to move away from their social mission (cf. discussion in Copestake, 2007); thus, a credit officer driven mission drift is possible even for MFIs without any strategic intention to decrease the focus on poverty alleviation in favor of financial performance. 

If implementation of incentive wages is to blame for the mission drift of MFIs, a relatively immediate change in the portfolio composition is to be expected. From the time of implementation, credit officers should start prioritizing the wealthier clients, relatively speaking, at the expense of the poorest. Yet, implicit in the microfinance literature is an assumption that the mission drift is a much more gradual process. Could it be that the personal mission drift story extends beyond mere bonus schemes? In this study, we focus on credit officer experience as a key, potential explanatory variable for MFIs’ mission drift. 

The influence of experience on decision making can be studied through behavioral decision research (see discussion in Andersson, 2004). For instance, when comparing judgments of experts and non-experts (compare the experienced vs. not-experienced dimension) research has indicated that experts perform better than novices, but once the novices receive training, their judgments do not differ significantly from those of the experts (Camerer & Johnson, 1991; Garb, 1998). Therefore, a possible reason why credit officer experience may be related to mission drift is the knowledge the credit officers obtain (over time) through their work, for instance with respect to the risk of different groups of clients. In a study of lending to small businesses, Andersson (2004) documents that experienced loan officers are more biased towards rejecting loan applications. Similar evidence is reported by Beaulieu (1994). In a previous microfinance study, Schreiner (2000) finds that staff experience is associated with lower portfolio risk (holding incentive schemes constant). According to Schreiner (2000) the lower risk is associated with a learning effect for the credit officers; the credit officers simply learn to avoid risky clients as they become more experienced. However, we believe, far more trivial learning effects may also explain changes in credit officers’ portfolio composition over time; if young credit officers start to learn that there is a lot of administrative ‘fuzz’ related to serving clients with small loan amounts (cf. Serrano-Cinca and Gutierrez-Nieto, 2014), this by itself may explain a move towards wealthier clients (also see Sarker, 2013, who reports that loan officers in microfinance work numerous extra hours for their institutions). 

Although her article is unrelated to the mission drift discussion, Agier (2012) documents how experience in general might cause microfinance credit officers to change their behavior; she illustrates how experience-related learning effects can affect credit officers’ client selection. Specifically, she constructs a measure of credit officer ability and finds this measure to be positively associated with experience. Interestingly, when studying how behavior can change as a function of experience, Agier (2012) finds that experience from the MFI in which the credit officer is currently employed, is more relevant than general microfinance experience. Hence, the length of the experience (if any) from other MFIs is of secondary importance.  

Learning effects may not be the only reason why experience could influence credit officer behavior. A change in enthusiasm may also be a valid explanation. Credit officers are generally motivated by a genuine desire to do good (Labie et al., 2010) and most newly employed credit officers will have gone through training programs in which poverty reduction and other social performance issues have been discussed. It is not unlikely that credit officers’ enthusiasm for contributing to development and poverty reduction will peak early in the credit officers’ career. Later, more practical issues such as limiting the administrative workload related to each customer might be of relatively larger importance. In more general terms, cognitive science shows that the number of cues upon to which base decisions can decrease as a function of experience. For instance, compared to non-experts, experts seem to acquire less, but more relevant information because they can differentiate between relevant and irrelevant cues (Shanteau, 1992). Maybe e.g., repayment capacity and administrative workload are regarded as more relevant cues for credit officers as they get more experience, at the expense of other client characteristics?

Moreover, based on other psychology studies, we know that people change their attitudes merely as a function of age; several investigations (see, e.g., von Hippel et al., 2000, and the references therein) suggest that older individuals, relatively speaking, are generally more prejudiced. Such changes in attitude can affect credit officers’ portfolio composition and their likelihood to take on the poorest clients. Studying a particularly vulnerable group of clients in microfinance, persons with disabilities (PWDs), Beisland and Mersland (2014a) document that younger staff members express significantly more optimistic and positive attitudes (than older staff members) towards potential clients with disabilities. However, their study uses survey evidence and not portfolio data; therefore, it remains unknown whether older and more experienced credit officers actually take on less clients with disabilities than others. 

We do not refute past findings that microfinance mission drift often is a top-down process. However, if credit officers change their portfolio composition as they become more experienced, this could be an additional explanation for the drift, at least on an individual MFI level. Moreover, given the newness of the industry (Randøy et al., Forthcoming), such ‘personal mission drift’ could also contribute as an explanatory factor for the development of the industry on a macro level. It is notable that microfinance markets are characterized by a supply of services that is much more limited than the potential demand (Labie et al., 2010) - a market characteristic that could allow such an effect to prevail for a lengthy period of time.

Overall, based on the suggestions of prior research that staff characteristics may affect credit officers’ portfolio composition, the unique contribution of our study is to relate staff characteristics to the mission drift discussion within the microfinance industry. Given the novelty of our research, we do not propose clear-cut hypotheses. Rather, focusing on the staff characteristic of experience, in this somewhat explorative study we ask if it is possible that credit officers partly substitute financial objectives for social objectives as they become more experienced. Given that credit officers mobilize, select and monitor clients we regard this possible effect to potentially be of large importance; if MFIs are to stay true to their missions they need credit officers that stay true to the mission.

Based on prior research, we use proportion of small loans as a proxy variable for social performance (Hermes et al., 2011; Mersland and Strøm, 2010). The higher proportion of small loan, the larger the focus on poverty alleviation. We supplement the analysis with both the proportion of young clients (Aubert et al., 2009) and the proportion of clients with disabilities (Beisland and Mersland, 2014b), as these two groups of clients are considered particularly vulnerable. A higher proportion of young and/or disabled clients would signal a stronger focus on social performance. 

In the analysis, we control for credit officer gender, education level, and marital status. We do not launch any expectations for the control variables. Based on existing research, it is difficult to assess how marital status may affect the portfolio composition. However, based on the popular opinion that women are more moral and have a stronger focus on ethical values (Belk and Snell, 1986; Cornwall et al., 2007), we could have proposed that female credit officers have more vulnerable clients in their portfolios. Nonetheless, in their study of attitudes toward clients with disabilities, Beisland and Mersland (2014a) do not find any staff differences related to gender. Regarding education, it is possible to reason in opposite directions. Prior research suggests that a specific client group may appear more appealing to a staff member if such a client belongs to the same social network as the staff member or to a social network that the staff member is familiar with (see discussion in Labie et al., 2010), thus, more educated credit officers might have more educated and well-off clients. On the other hand, better educated staff might be more aware of the importance of social performance of MFIs. 

Possible mission drift is obviously MFI dependent, so in order to avoid complex controls for differences among MFIs, all credit officers studied are from the same microbank. Nonetheless, a potential influential variable for the degree of social performance is the management at the branch at which the credit officer is employed. If the management has a particularly high or low focus on poverty alleviation, this will probably be reflected in the portfolio composition of the staff at the branch. We do not have information on the management of the staff covered by our study, but we control for possible inter-branch differences through the use of indicator variables for each branch (more details below).

3. Data and research design
The MFI Banco D-MIRO in Ecuador is wholly owned by the Norwegian Mission Alliance, a faith-based international NGO and is regulated as a regular commercial bank by Ecuadorian banking authorities. The bank is a typical example of an MFI with social motives and an objective of long-term survival. Thus, financial sustainability is a premise of the bank’s governance. At the time this study was conducted, the bank had approximately 40 thousand clients with a loan portfolio of $47 million USD. The microfinance market in Ecuador is competitive with dozens of NGOs and cooperatives competing alongside four specialized microfinance banks, including Banco D-MIRO. Additionally, the two largest commercial banks have specialized departments that operate large-scale microfinance activities. Banco D-MIRO is the second-smallest of Ecuador’s microfinance banks, and its average loan balance is one of the lowest in the market, illustrating the bank’s poverty focus. 

We have access to unique credit officer data from Banco D-MIRO. Specifically, we have collected information on personal characteristics and loan portfolio composition of all 101 credit officers of this MFI. The same information was registered on a quarterly basis between December 2011 and December 2013, leading to a panel dataset of 909 observations. Note, however, that not all credit officers were active during the entire time-frame of the panel, causing the panel dataset to be unbalanced. 

Banco D-MIRO has introduced a loan product called CREER (believe). The terms and conditions of the product are the same as for the bank’s regular microcredit product, but the CREER product specifically targets customers with a disability or who have disabled children. Because PWDs are generally unable to reach microfinance services (Cramm and Finkenflugel, 2008), this particularly vulnerable group of poor people is typically excluded from microfinance research. However, because of the CREER-product, this study is able to include this often-neglected group, in development research in general (Mitra et al., 2013), in our investigation. 

Table 1 provides summary statistics on the main personal and portfolio characteristics paying special attention to the proportion of the portfolio reserved for more vulnerable people i.e. small loans, young clients and disabled clients. This table gives an insight into the characteristics of the people that work in a microbank as well as the nature of the clients they serve. The key variable of our study is work experience. Based on the study of Agier (2012), we focus the analysis on the work experience for the current employer, i.e., Banco D-MIRO. 
 
First, we observe that CO’s are quite young, a typical characteristic of the microfinance industry (Beisland and Mersland, 2014b). On average, the CO is 31 years, has 2.9 years of prior work experience in D-MIRO, and 3.4 years of education. 48% of all CO’s are female and 49% is married. Regarding the portfolio they serve, it is interesting to see that the loan portfolio they manage is quite substantial. On average, their lending portfolio is 469,139 USD and this can go up to 1.2 million USD. 

Turning towards portfolio characteristics, we observe that the clientele the credit officers serve seems to be substantially older than the credit officers themselves. The share of clients below the age of 25 is around 10% and the share of clients below the age of 35 is around 36%. The small loans inherent to microbank activities are clearly reflected in the proportion of loans below 3000 USD. On average, 65% of all loans issued have a value below 3000 USD. Finally, the proportion of disabled clients remains very low. On average, 2.1% of the clients served have a disability, which is substantially lower than the proportion of PWDs in society. According to the United Nations (UN, 2008), approximately 10% of the global population have disabilities and 80% of these individuals live in developing countries. Looking more closely at the data, the proportion of disabled clients served is less than half a percent for the median credit officer. In fact, around 3 out of 4 credit officers serve less than 1% disabled clients in their lending portfolio. Nonetheless, this is higher than in most MFIs, because MFIs typically hardly have disabled clients at all in their portfolio. This unfortunate fact has made research on PWDs and microfinance extremely challenging (Beisland and Mersland, 2014a).

<Insert Table 1 here>

In Section 4, we investigate whether the proportion of vulnerable people served is statistically related to the credit officer’s work experience. A negative relation between work experience and proportion of vulnerable clients can be regarded as an indication of a ‘personal mission drift’ on the credit officer level. First, we investigate this relation univariately through correlations as well as t-statistics and Χ²-statistics, testing differences in mean and median values of the proportion vulnerable people served in different work-experience classes. Next, we investigate the relation multivariately through pooled OLS and RE regressions in which the share of vulnerable clients is regressed against work experience of the credit officer, controlling for marital status, gender, education and branch-membership of the credit officer.

4. Empirical findings.
We start the empirical investigation by studying portfolio characteristics for credit officer quartiles constructed based on years of work experience. Table 2 suggests that as credit officers gain more work experience, the proportion of young clients drops. For instance, the 25% least experienced credit officers serve on average 11.8% of clients below the age of 25, whereas the percentage drops to 7.3% for 25% most experienced credit officers. A similar result emerges when looking at the proportion of clients below the age of 35, which is considerable lower for credit officers with more work experience. Additionally, although with a lower significance level, table 2 suggests that the proportion of old clients increases with credit officers’ experience.

For the proportion of small loans, we observe a similar tendency. The longer the credit officers work for the microbanks, the higher loans he/she issues. For instance, the proportion of loans below 3000 USD is 67% for the 25% least experienced credit officers, whereas it drops to 58% for the 25% most experienced credit officers. Turning towards the proportion of disabled clients served, we see that the more experienced a credit officer gets, the fewer disabled clients he/she takes up in the lending portfolio. The percentage disabled clients served goes down from 0.78% for the least experienced credit officers to 0.39% for the most experienced.

   <Insert Table 2 here>

Table 3 performs a similar analysis now only taking into account the most recent observation period December 2013. By looking at this cross-sectionally in the last available year, we account for any serial correlation induced by the 9 consecutive observations for each credit officer, which might enforce any differences observed in previous table. A second change that is made is that we now compare between low and high experience credit officers, thus testing whether the arbitrary cut-off in quartiles in the previous table influences the result. The table reveals that all observed relations remain the same. The more experienced a credit officer gets, less younger, small and disabled clients he/she serves, with differences being highly significant according to conventional significance levels. Finally, table 4 reports pairwise correlations and significance levels between work-experience on the one hand, and proportion vulnerable people served. The correlations confirm the relations observed above. 

   <Insert Table 3 here>

   <Insert Table 4 here>

In Table 5 the proportion of young, small and disabled clients is regressed against the credit officer work-experience, controlling for marital status, education, gender and branch-membership of the credit officer. One could say that this analysis investigates the relation between work-experience and proportion vulnerable clients, holding constant other credit officer characteristics that might influence his/her lending behavior. We investigate both pooled OLS-analysis where all observations are treated as independent observations and RE-analysis that takes up an individual time-invariant credit officer-effect. It can be claimed that the latter analysis better controls for the panel structure of the data by accounting for unobserved time-invariant differences between credit officers within the panel. Significance levels based on robust standard errors are reported in the table. 

Overall, the joint model statistics indicate that the regression model is of decent quality. All models are jointly significant according to the F-statistics. Additionally, the R² statistics indicate that a reasonable part of the variability in the proportion of vulnerable clients is explained by the used credit officer characteristics. The results confirm the importance of credit officers’ work-experience in explaining the proportion of vulnerable clients. Controlling for gender, marital status, education and branch affiliation, the proportion of young clients, the proportion of small loans and the proportion of clients with disabilities are all significantly negatively related to credit officer experience. Moreover, our analysis reveals that the branch-controls are highly significant and contribute substantially to the overall regression quality. This indicates that the number of vulnerable people served does vary substantially between branches - e.g., because of differences in management preferences and characteristics - suggesting possibilities to develop branch-level policies on serving vulnerable clients.  
 
     <Insert Table 5 here>

Collectively, our results show that credit officers’ work experience in D-MIRO is negatively related to the proportion of vulnerable clients in the loan portfolio, as measured by loan size, client age, and existence of disabilities among the clients. Therefore, the data support the idea of a mission drift on a personal level; credit officers serve less and less vulnerable clients as they become more experienced.

An obvious question arising in novel research like this is if there are other explanations to the findings. Based on the finding that more experienced, and hence older, credit officers serve less young clients one may ask if an “aging with the client” effect causes our results. We cannot rule out that such an effect reinforces our findings, but we do not believe that the results primarily should be attributed to this phenomenon. New credit officers inherit most of their starting portfolio from retiring credit officers. Therefore, if the “aging with the client” effect was pronounced, we would have a u-shaped relation between experience and the age of the clients. This is not what we observe. Moreover, inconsistent with the “aging with the client” phenomenon, we find a much clearer pattern for the relation between the proportion of young clients and experience, than between the proportion of old clients and experience. Finally, our conclusions are also based on the PWD-sample, and the findings on this sample cannot be explained by an “aging with the client” effect. 

5. Conclusion 
Microfinance mission drift can obviously be driven by changing preferences of capital providers and managers; these stakeholders may demand increased focus on wealthier clients to improve financial performance and sustainability for the MFIs. However, in this study we suggest another, possible reason for MFIs’ mission drift. Specifically, we propose that changing credit officer behavior may explain why MFIs drift from social to financial motivations. In a mature industry in steady state old staff members are continuously replaced by young staff members and an overall (macro level) personal mission drift effect is unlikely. However, in microfinance, a relatively new industry with impressive growth rates, changes in personnel behavior may have industry wide consequences. 

Our findings fit well with existing research. Whereas Andersson (2004) documents how staff experience might affect lending in the traditional financial industry, Schreiner (2000) shows that portfolio risk is related to experience in the microfinance industry. Moreover, Agier (2012) shows that experience can affect credit officer behavior, in more general terms, in the microfinance industry. Finally, using a dataset from a completely different part of the world, namely Uganda, Beisland and Mersland (2014b) apply survey data to document that attitudes towards vulnerable clients, in their study PWDs, are related to age, which obviously is highly correlated with experience. There is a common pattern in all these studies that support the notion of the credit officer mission drift proposed in this analysis. In general, because the methodology of microfinance is typically very decentralized (Labie et al., 2010), studies on credit officer behavior are important in research on microfinance and poverty alleviation. Thus far, this research is extremely scarce, and we recommend that our study is interpreted as initial results on an under-investigated issue. Other explanations than the ones proposed in this study could be valid; far more research is needed. 

Overall, a possible mission drift on a credit officer level has potentially important policy implications. If credit officers’ increased focus on financial performance at the expense of outreach to the most vulnerable clients contrasts with the preferences of the stakeholders of the MFI, counterweighing actions are needed. Staff training is an obvious recommendation, carefully designed incentive schemes another. However, given that becoming cost-efficient is considered one of the main challenges for the microfinance industry to become sustainable (Mersland and Strøm, 2014), we conclude by repeating that mission drift is not always negative. Additionally, whereas the business model of most MFIs historically has been very similar, we acknowledge that in the future different MFI-types may have different roles to play. The entering of large commercial players in the microfinance industry may require that NGOs and development organizations put a larger weight on reaching the most vulnerable of the potential microfinance clients (than banks and non-bank shareholder corporations).
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Tables
 
Table 1. Summary statistics
	variable
	definition
	n
	mean
	median
	min
	max

	co's characteristics
	
	
	
	
	
	

	dumFEMALE 
	1 if female 
	890
	0.48
	0
	0
	1

	work experience
	# years employed as CO
	786
	2.85
	2.55
	0.01
	7.09

	age
	CO's age
	890
	30.98
	30.31
	20.10
	50.60

	education
	# years education
	800
	3.39
	4
	0.5
	8

	dumMARRIED
	1 if 'married' or 'united' 
	890
	0.49
	0
	0
	1

	portfolio characteristics 
	
	
	
	
	
	

	outstanding portfolio
	outstanding loan portfolio
	778
	469,139
	483,169
	0
	1,203,110

	share young clients < 25
	proportion clients below age 25
	764
	0.095
	0.090
	0.00
	0.50

	share young clients < 35
	proportion clients below age 35
	764
	0.358
	0.358
	0.00
	1.00

	share old clients > 55
	proportion clients above 55
	764
	0.117
	0.105
	0.00
	0.50

	share small loans < 3000
	proportion of loans below 3000 USD
	762
	0.643
	0.706
	0
	1

	share disabled clients
	proportion of disabled clients
	647
	0.021
	0.004
	0
	1














Table 2 . Proportion of vulnerable people in different classes of CO work-experience
	 
	 
	CO's work-experience
	 

	 
	 
	Q1 
	Q2 
	Q3 
	Q4 
	t-stat / chi²

	share young clients<25
	mean
	0.118
	0.107
	0.084
	0.073
	8.56***

	
	median
	0.105
	0.1
	0.081
	0.075
	63.19***

	
	
	
	
	
	
	

	share young clients<35
	mean
	0.392
	0.384
	0.349
	0.311
	8.33***

	
	median
	0.401
	0.386
	0.36
	0.299
	84.57***

	
	
	
	
	
	
	

	share old clients>55
	mean
	0.109
	0.107
	0.116
	0.136
	-4.32***

	
	median
	0.097
	0.098
	0.109
	0.124
	16.87***

	
	
	
	
	
	
	

	share small loans<3000
	mean
	0.675
	0.723
	0.595
	0.582
	3.73***

	
	median
	0.759
	0.768
	0.684
	0.6
	42.38***

	
	
	
	
	
	
	

	share disabled
	mean
	0.0078
	0.0075
	0.0056
	0.0039
	6.08***

	 
	median
	0.0065
	0.0062
	0.0044
	0.0029
	15.21***


* Proportion disabled > 2.5% omitted (because of some obvious outliers in the data sample)
* Q1 = work-experience below 1.03; Q2 = work-experience between 1.03 & 2.5; Q3 = work-experience between 2.5 & 4.65; Q4 = work-experience above 4.65
* t-stat is independent samples t-test / Chi² is Pearson chi square test asserting the null of same distribution. Both tests assert differences between HIGH and LOW





















Table 3.  Univariate differences: cross-sectionally in December 2013 
	 
	 
	CO's work-experience

	 
	 
	below median
	above median
	t-stat / chi²

	share young clients<25
	mean
	0.101
	0.077
	3.80***

	
	median
	0.100
	0.076
	8.01***

	
	
	
	
	

	share young clients<35
	mean
	0.371
	0.320
	3.471***

	
	median
	0.384
	0.303
	8.01***

	
	
	
	
	

	share old clients>55
	mean
	0.114
	0.136
	-1.74*

	
	median
	0.110
	0.121
	1.47

	
	
	
	
	

	share small loans<3000
	mean
	0.717
	0.599
	3.07***

	
	median
	0.751
	0.607
	8.01***

	
	
	
	
	

	share disabled
	mean
	0.0065
	0.0033
	2.87***

	 
	median
	0.0041
	0.0026
	0.223


* Proportion disabled > 2.5% omitted (because of some obvious outliers in the data sample)
* t-stat is independent samples t-test / Chi² is Pearson chi square test asserting the null of same distribution. Both tests assert differences between HIGH and LOW














Table 4 . pairwise correlations
	 
	correlation
	n
	p-value

	share young clients<25
	-0.404
	786
	0.001

	share young clients<35
	-0.360
	786
	0.001

	share small loans<3000
	-0.202
	756
	0.001

	share disabled
	-0.279
	786
	0.001


* Pairwise correlations between CO work experience and proportion of vulnerable people served. P-value tests significance of the pairwise correlation coefficient. 
* Proportion disabled > 2.5% omitted (because of some obvious outliers in the data sample)



Table 5. OLS and RE-regressions

	dependent
	share young clients < 25
	share small loans < 3000
	share disabled

	 
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	work experience
	-0.082***
	-0.083***
	-0.209***
	-0.067*
	-0.006***
	-0.008***

	
	
	
	
	
	
	

	dumFEMALE
	0.003
	0.002
	-0.002
	-0.004
	0.001**
	0.001

	education
	0.001
	-0.001
	0.009
	0.011
	-0.001
	-0.001

	dumMARRIED
	0.004
	0.005
	0.004
	-0.103
	0.001
	0.001

	
	
	
	
	
	
	

	branch controls
	included
	included
	included
	included
	included
	included

	
	
	
	
	
	
	

	n
	683
	683
	681
	681
	564
	564

	F-stat / Wald chi²
	27.70***
	236.12***
	10.07***
	143.16***
	11.94***
	78.75***

	R²
	0.33
	0.32
	0.16
	0.14
	0.25
	0.25

	method
	pooled OLS
	RE
	pooled OLS
	RE
	pooled OLS
	RE


* Multivariate analysis of the relation between CO work experience and proportion of vulnerable clients. Significance levels based on robust standard errors. 
* Proportion disabled > 2.5% omitted (because of some obvious outliers in the data sample)


