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ABSTRACT

Large language models can help applicants present themselves more effectively, but widespread use may also
homagenize the signals evaluators rely on. In a randomized field experiment in micro-lending, we vary LLM usage
rates while holding the applicant pool fixed. We find a non-monotonic effect: moderate LLM use improves screening
outcomes, whereas widespread use dilutes the diagnostic value of applicant narratives. Evaluators respond by
exerting less effort and adopting more conservative approval thresholds, increasing errors and disproportionately
restricting credit for qualified borrowers. These effects spill over even to applicants who do not use LLMs. An
analytical model further characterizes when widespread LLM adoption undermines screening. Together, the
findings show how crowd-level Al adoption can reshape both information quality and evaluator behavior,
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