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Abstract

Microfinance institutions (MFIs) face a persistent tension between financial sustainability and
social outreach. This paper examines whether this social-financial trade-off varies among
internationally affiliated MFIs and, if so, whether differences among parent organizations help
explain these variations. Using an unbalanced panel of 10,289 MFI observations spanning 1,889
MFTIs across 119 countries from 2003 to 2018, we find a positive association between changes
in outreach depth and operational self-sufficiency, which is consistent with a social-financial
trade-off. This relationship is stronger among internationally affiliated MFIs. Next, we find that
the intensity of the trade-off systematically varies with parent characteristics. It is stronger for
MFTIs affiliated with for-profit parents and highly leveraged institutions but weaker for those
associated with nonprofit parents and greater donated equity. Finally, parent-country banking
crises provide additional evidence that shocks to the parent's financial environment alter the
relationship between outreach and financial sustainability. Overall, our findings suggest that the
social-financial trade-off depends on the organizational and financial environment of
internationally affiliated MFIs and is not homogeneous. The trade-off findings are robust to
propensity score matching combined with Lewbel identification, alternative measures, quantile
regressions, and hierarchical models.
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