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Dual Goal of Microfinance Companies: Conflict or Compatibility ?

——An Empirical Analysis Based on Zhejiang Data and Simultaneous Equations

LIU Xichuan',PAN Qiaofang' ,FU Changluan®
(1. School of Economics and Management, Zhejiang Sci—Tech University, Hangzhou 310018, China;
2. School of Economics and Management, Hangzhou Normal University, Hangzhou 311121, China)

Abstract; Based on the data from 198 Zhejiang microfinance companies ( excluding Ningbo ), this paper
constructs a simultaneous equation model and empirically analyzes the compatibility between organizational financial
objectives and social objectives. The empirical results show that under the current institutional arrangements, the
financial objective and social objective of microfinance companies conflict with each other. Two main causes account
for such a conflict of dual objectives: one is that providing credit to small and micro customers will increase the
operating costs of institutions and affect profits, and the other is that it is difficult to expand the credit service
boundary because the institutions have been established for a short time and the market competition is inadequate. It
is suggested that the actual operation effect of microfinance companies should be improved by adjusting property right
structure,, optimizing credit technology and improving crisis control mechanism.

Key words : microfinance company; financial goal; social goal; simultaneous equations model

(REHE R #)

59



