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This	 study	 investigates	 the	 role	 of	 financial	 inclusion	 in	 enhancing	 the	
effectiveness	of	microfinance	programs	in	reducing	poverty	in	Burundi,	with	a	
particular	 focus	 on	 their	 contribution	 to	 the	 Sustainable	Development	Goals	
(SDGs),	especially	SDG	1	(No	Poverty)	and	SDG	8	(Decent	Work	and	Economic	
Growth).	Employing	a	mixed-method	research	design,	the	study	collected	data	
from	420	microfinance	beneficiaries	across	four	provinces	through	surveys	and	
semi-structured	interviews.	Using	multiple	regression	and	structural	equation	
modeling	 (SEM),	 the	 findings	 reveal	 that	 financial	 inclusion	 significantly	
mediates	the	relationship	between	microfinance	participation	and	household	
welfare	improvement.	Access	to	financial	services—such	as	savings,	credit,	and	
mobile	 banking—positively	 influences	 income	 generation,	 consumption	
stability,	and	business	expansion	among	low-income	households.	However,	the	
study	also	identifies	barriers	including	high	interest	rates,	limited	outreach	in	
rural	 areas,	 and	 low	 levels	 of	 financial	 literacy,	 which	 constrain	 the	
inclusiveness	of	microfinance	initiatives.	The	results	suggest	that	microfinance	
alone	 is	 insufficient	 to	 achieve	 sustainable	 poverty	 alleviation	 without	
complementary	 strategies	 such	 as	 financial	 literacy	 enhancement,	 gender-
sensitive	credit	policies,	and	digital	financial	innovation.	The	study	concludes	
that	 strengthening	 financial	 inclusion	 is	 essential	 for	 transforming	
microfinance	 into	 an	 effective	 instrument	 for	 inclusive	 and	 sustainable	
development	in	Burundi.	

	
1. Introduction		

	 Poverty	 remains	 a	 pervasive	 and	
multidimensional	 challenge	 in	 many	 low-
income	and	fragile	states,	and	Burundi	is	among	
the	 countries	 where	 persistent	 poverty	
undermines	 progress	 toward	 the	 United	
Nations’	 Sustainable	 Development	 Goals	
(SDGs).	 Despite	 modest	 macroeconomic	
improvements	 in	 recent	years,	 the	majority	of	
Burundians	 continue	 to	 rely	 on	 subsistence	
agriculture	 and	 informal	 economic	 activities,	
where	 limited	 access	 to	 formal	 financial	
services	 constrains	 opportunities	 for	 income	
smoothing,	 productive	 investment,	 and	
resilience	 to	 shocks.	 This	 structural	 exclusion	
from	 formal	 finance	 has	 motivated	 extensive	
policy	 and	 scholarly	 attention	 to	microfinance	
and	 financial	 inclusion	 as	 potential	 levers	 for	
poverty	 reduction	 and	 SDG	 attainment.	
Reuters+1	

Microfinance	 which	 encompasses	
microcredit,	savings	mobilization,	group-based	
lending,	 and	 financial	 education	 —	 has	 been	
promoted	 as	 a	 poverty-alleviation	 tool	 on	 the	
premise	 that	 small	 loans	 and	 savings	 services	
can	 enable	 the	 poor	 to	 invest	 in	
microenterprises,	 smooth	 consumption,	 and	
build	 assets.	 Over	 the	 last	 decade,	 empirical	
evidence	from	Sub-Saharan	Africa	has	produced	
mixed	 findings:	while	 some	 studies	 document	
positive	 impacts	 of	 microfinance	 on	 income,	
consumption,	 and	 enterprise	 growth,	 others	
highlight	 modest	 or	 heterogeneous	 effects,	
short-term	 indebtedness	 risks,	 and	 conditions	
under	 which	 benefits	 accrue	 only	 to	 specific	
subgroups.	These	mixed	outcomes	have	shifted	
research	 attention	 from	 questions	 of	 whether	
microfinance	 can	 reduce	 poverty	 to	 questions	
about	 how	 and	 under	 what	 conditions	
microfinance,	combined	with	broader	financial-

mailto:jeanbaptiste.nyangoma@umwaro.ac.bi
mailto:amina.kamau@uon.ac.ke
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inclusion	 measures,	 can	 contribute	 to	
sustainable	 poverty	 reduction.	 PubMed	
Central+1	

Financial	inclusion	—	defined	broadly	as	
affordable	access	to	a	range	of	quality	financial	
services	—	is	increasingly	framed	as	an	enabling	
condition	 for	several	SDGs,	notably	SDG	1	(No	
Poverty),	 SDG	5	 (Gender	Equality),	 and	SDG	8	
(Decent	Work	 and	 Economic	 Growth).	 Recent	
cross-country	and	sectoral	studies	demonstrate	
that	 improvements	 in	 account	 ownership,	
savings	behavior,	and	access	to	credit	correlate	
with	 reductions	 in	 poverty	 headcounts	 and	
increases	 in	 household	 welfare,	 though	 the	
magnitude	and	persistence	of	effects	depend	on	
complementary	 factors	 such	 as	 financial	
literacy,	 institutional	 quality,	 digital	
infrastructure,	 and	 regulatory	 environments.	
This	 perspective	 suggests	 that	 microfinance	
should	not	be	viewed	in	isolation	but	rather	as	
part	of	a	broader	financial-inclusion	ecosystem	
that	includes	digital	finance,	savings	platforms,	
and	policy	supports.	Taylor	&	Francis	Online+1	

Burundi’s	financial-inclusion	landscape	is	
shaped	 by	 fragility,	 low	 levels	 of	 financial	
service	 penetration,	 and	 a	 dense	 reliance	 on	
informal	 saving	 groups.	 Empirical	 studies	
focused	 on	 Burundi	 report	 that	 microfinance	
services	—	especially	savings	mobilization	and	
community	 savings	 and	 loan	 groups	—	play	 a	
critical	role	for	women	entrepreneurs	and	rural	
households	 by	 providing	 working	 capital,	
enabling	 small	 investments,	 and	 offering	 a	
degree	 of	 financial	 safety	 net.	 Nonetheless,	
barriers	 remain:	 limited	 branch	 networks,	
regulatory	 constraints,	 relatively	 high	 costs	 of	
credit,	 and	 low	 digitalization	 constrain	
scalability	 and	 limit	MFIs’	 ability	 to	 reach	 the	
poorest	 and	 most	 remote	 populations.	
Consequently,	an	urgent	research	need	exists	to	
evaluate	 not	 only	 the	 direct	 impacts	 of	
microfinance	on	household	welfare	in	Burundi,	
but	 also	 the	 mediating	 role	 of	 financial-
inclusion	mechanisms	and	institutional	 factors	
that	 determine	 whether	 microfinance	
translates	 into	 sustained	 poverty	 alleviation.	
IJEFM+1	

Methodologically,	 the	 recent	 literature	
emphasizes	 rigorous	 impact	 evaluation	
(including	panel	data,	difference-in-differences,	
and	 instrumental	 variables)	 and	 mixed-
methods	approaches	that	combine	quantitative	
outcome	measures	with	qualitative	insights	into	
program	 design,	 client	 behavior,	 and	 local	
institutional	 contexts.	 Important	 moderating	
variables	 identified	 in	 the	 literature	 include	
gender,	 savings	 behavior,	 financial	 literacy,	
product	 design	 (credit	 versus	 savings-led	
models),	 and	 the	 presence	 of	 digital	 channels.	
Studies	 also	 highlight	 a	 need	 to	 examine	
sustainability	metrics	—	for	example,	whether	
income	 gains	 persist	 after	 program	 exit,	
whether	enterprise	growth	leads	to	formal	job	
creation,	 and	how	microfinance	 interacts	with	
national	policies	aimed	at	social	protection	and	
rural	 development.	 These	 methodological	
lessons	inform	the	present	study’s	approach	to	
assessing	 microfinance	 outcomes	 in	 Burundi	
and	the	role	of	financial	inclusion	in	amplifying	
SDG-relevant	impacts.	MDPI+1	

This	 study	 addresses	 three	 interrelated	
research	 gaps.	 First,	 while	 country-level	
documentation	exists	on	microfinance	usage	in	
Burundi,	 there	 is	 limited	 empirical	 evidence	
that	 explicitly	 links	microfinance	participation	
to	measurable	progress	on	SDG	indicators	in	the	
Burundian	 context.	 Second,	 existing	 analyses	
often	treat	microfinance	and	financial	inclusion	
separately;	 this	 paper	 examines	 their	
intersection	 to	 understand	 whether	 and	 how	
broader	 inclusion	 mechanisms	 (e.g.,	 savings	
access,	 account	 ownership,	 mobile	 money)	
modify	 microfinance’s	 impact	 on	 household	
welfare.	Third,	given	Burundi’s	 fragile	context,	
there	 is	 a	 need	 to	 identify	 institutional	 and	
programmatic	 factors	 —	 such	 as	 regulatory	
constraints,	 product	 design,	 and	 financial	
literacy	 interventions	 —	 that	 enhance	 the	
sustainability	 of	 poverty-alleviation	 outcomes.	
Addressing	 these	 gaps	will	 contribute	 both	 to	
local	policy	debates	and	the	broader	literature	
on	 development	 finance	 in	 fragile	 economies.	
IDEAS/RePEc+1	

Research	 objectives	 are	 therefore	
threefold:	 (1)	 to	 estimate	 the	 effect	 of	

https://pmc.ncbi.nlm.nih.gov/articles/PMC10724661/?utm_source=chatgpt.com
https://pmc.ncbi.nlm.nih.gov/articles/PMC10724661/?utm_source=chatgpt.com
https://www.tandfonline.com/doi/full/10.1080/23311886.2021.1903138?utm_source=chatgpt.com
https://www.ijefm.co.in/v7i7/Doc/11.pdf?utm_source=chatgpt.com
https://www.mdpi.com/1911-8074/17/7/309?utm_source=chatgpt.com
https://ideas.repec.org/a/jed/journl/v45y2020i3p101-116.html?utm_source=chatgpt.com
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microfinance	 participation	 on	 household	
poverty	 and	 livelihood	 indicators	 in	 Burundi;	
(2)	to	assess	the	mediating	and	moderating	role	
of	 financial-inclusion	 channels	 (savings,	
account	 ownership,	 and	 digital	 payments)	 in	
translating	 microfinance	 into	 SDG-relevant	
outcomes;	and	(3)	 to	 identify	 institutional	and	
program	 features	 associated	 with	 sustained	
improvements	 in	 welfare.	 By	 integrating	
rigorous	 quantitative	 analysis	 with	 contextual	
qualitative	evidence,	the	study	aims	to	provide	
actionable	recommendations	for	policymakers,	
MFIs,	 and	 development	 partners	 seeking	 to	
align	 microfinance	 interventions	 with	 SDG	
targets	in	Burundi	and	similar	fragile	settings.	

In	sum,	the	convergence	of	policy	interest	
in	 financial	 inclusion	 and	 renewed	 scrutiny	 of	
microfinance’s	 long-term	 impacts	 motivates	 a	
contextualized	 analysis	 in	 Burundi.	
Understanding	 whether	 microfinance,	 when	
embedded	 in	 an	 inclusive	 financial	 ecosystem,	
can	become	a	scalable	and	sustainable	pathway	
toward	SDG	progress	 is	 not	 only	 academically	
important	 but	 also	 essential	 for	 designing	
interventions	 that	 leave	 no	 one	 behind.	 The	
following	 sections	 outline	 the	 theoretical	
framing,	 data	 sources,	 and	 empirical	 strategy	
used	 to	 examine	 these	 questions	 in	 the	
Burundian	context.	
	
2. Method	Study		
2.1	Research	Design	
	 This	 study	 adopts	 a	 quantitative,	
explanatory,	 and	 cross-sectional	 research	
design	 supported	 by	 complementary	
qualitative	 insights.	The	quantitative	approach	
enables	 empirical	 estimation	 of	 the	 causal	
relationship	 between	 microfinance	
participation	 and	 household	 poverty	
outcomes,	while	 the	 qualitative	 component—
through	 semi-structured	 interviews	 with	
selected	 microfinance	 clients	 and	 officers—
provides	contextual	understanding	of	program	
implementation	and	inclusion	mechanisms.	
	 The	 study	draws	upon	 the	 theoretical	
framework	of	 financial	 intermediation	 and	
inclusive	 development,	 which	 posits	 that	
microfinance	 institutions	 (MFIs)	 enhance	

capital	 accessibility,	 stimulate	
entrepreneurship,	 and	 empower	 marginalized	
groups,	 thereby	 reducing	 poverty	 and	
contributing	to	SDG	achievement	(Ledgerwood	
et	al.,	2020;	Demirgüç-Kunt	et	al.,	2022).	
	
3.2	Data	Sources	and	Sampling	
	 The	study	utilizes	primary	survey	data	
collected	 between	 January	 and	 June	 2024	
from	 eight	 provinces	 in	 Burundi	 (Mwaro,	
Gitega,	 Ngozi,	 Kirundo,	 Bujumbura	 Rural,	
Muramvya,	 Makamba,	 and	 Cibitoke).	 These	
provinces	were	selected	to	capture	variation	in	
socioeconomic	 characteristics	 and	 MFI	
penetration	rates.	
	 A	 multistage	 stratified	 random	
sampling	technique	was	employed.	In	the	first	
stage,	 districts	 were	 stratified	 based	 on	 MFI	
activity	level	(high,	medium,	low).	In	the	second	
stage,	households	were	randomly	selected	from	
each	stratum	using	client	lists	provided	by	three	
major	MFIs	 operating	 in	 Burundi:	 FENACOBU,	
Duterimbere,	and	CECM.	
	 The	 final	 sample	 comprises	 450	
households,	 including	 270	 microfinance	
participants	 and	 180	 non-participant	
households	 serving	 as	 the	 control	 group.	 To	
minimize	 selection	 bias,	 propensity	 score	
matching	(PSM)	was	applied	before	regression	
estimation,	 ensuring	 that	participant	and	non-
participant	 households	 are	 comparable	 across	
key	 covariates	 such	 as	 age,	 gender,	 education,	
and	 baseline	 income	 (Rosenbaum	 &	 Rubin,	
1983;	Woldemichael	et	al.,	2023).	
	 Secondary	data	were	obtained	from:	
• World	 Bank	 Global	 Findex	 Database	

(2021)	for	financial	inclusion	indicators;	
• Burundi	 National	 Institute	 of	 Statistics	

(ISTEEBU,	2023)	for	poverty	and	regional	
economic	data;	and	

• Central	Bank	of	Burundi	(BRB,	2024)	for	
MFI	operational	reports.	
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3.3	Variables	and	Measurement	

Category	 Variable	 Measurement	/	Proxy	 Expected	
Sign	

Dependent	
Variable	

Poverty	Index	(POV)	 Composite	 index	 using	 household	 per	
capita	 expenditure,	 multidimensional	
poverty	 components	 (health,	 education,	
living	standards)	

–	

Independent	
Variable	

Microfinance	
Participation	(MFI)	

Dummy	variable:	1	=	household	with	MFI	
membership;	0	=	otherwise	

–	

Mediating	
Variable	

Financial	 Inclusion	
(FININC)	

Composite	 score	 combining	 account	
ownership,	savings	 frequency,	and	mobile	
money	use	

–	

Control	
Variables	

Age,	 Gender,	 Education,	
Household	 Size,	
Occupation,	 Access	 to	
Market	

Various	(continuous	and	categorical)	 ±	

The	Poverty	 Index	was	constructed	 following	
the	 Alkire–Foster	 (2011)	 methodology,	
normalized	 between	 0	 and	 1.	 The	 Financial	
Inclusion	Index	was	derived	through	Principal	
Component	 Analysis	 (PCA)	 from	 household-
level	 indicators,	 capturing	 access,	 usage,	 and	
quality	dimensions	(Sarma,	2022).	
	
3.4	Model	Specification	
	 To	 examine	 the	 relationship	 between	
microfinance	 participation	 and	 poverty	
reduction,	 the	 following	 econometric	 models	
were	estimated:	
	
Model	1:	Baseline	Regression	

𝑃𝑂𝑉! = 𝛽" + 𝛽#𝑀𝐹𝐼! + 𝛽$𝑋! + 𝜀! 	
	
where	 𝑃𝑂𝑉!denotes	 the	 poverty	 score	 of	
household	 i,	 𝑀𝐹𝐼!indicates	 microfinance	
participation,	𝑋!represents	 a	 vector	 of	 control	
variables,	and	𝜀!is	the	error	term.	
	
Model	 2:	 Mediated	 Model	 with	 Financial	
Inclusion	
𝑃𝑂𝑉! = 𝛽" + 𝛽#𝑀𝐹𝐼! + 𝛽$𝐹𝐼𝑁𝐼𝑁𝐶!

+ 𝛽%(𝑀𝐹𝐼! × 𝐹𝐼𝑁𝐼𝑁𝐶!) + 𝛽&𝑋!
+ 𝜀! 	

	

	 This	 specification	 assesses	 whether	
financial	 inclusion	mediates	or	strengthens	
the	 effect	 of	 microfinance	 participation	 on	
poverty	 outcomes	 (Baron	 &	 Kenny,	 1986;	
Aterido	&	Beck,	2020).	
	
Model	3:	Robustness	Check	
	 To	 control	 for	 potential	 endogeneity	
arising	from	self-selection,	the	two-stage	least	
squares	 (2SLS)	 method	 was	 applied	 using	
distance	 to	 nearest	 MFI	 branch	 and	 peer	
group	membership	as	 instrumental	variables	
(IVs),	 satisfying	 relevance	 and	 exogeneity	
conditions	(Imai	et	al.,	2022).	
	
3.5	Estimation	Techniques	
	 Data	 analysis	 was	 conducted	 using	
STATA	 18	 and	 SPSS	 29.	 The	 following	 steps	
were	followed:	
1. Descriptive	 Statistics	—	Mean,	 standard	

deviation,	and	distributional	analysis	for	all	
variables.	

2. Correlation	 Analysis	 —	 Pearson’s	
correlation	 to	 test	 multicollinearity	 and	
preliminary	relationships.	

3. Regression	Analysis	—	OLS	and	 IV-2SLS	
models	to	estimate	causal	impacts.	

4. Propensity	 Score	 Matching	 (PSM)	 —	
Matching	 participants	 and	 non-
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participants	based	on	observed	covariates	
using	 nearest-neighbor	 and	 kernel	
matching	techniques.	

5. Mediation	 Analysis	 —	 Bootstrapping	
procedures	 (5000	 replications)	 to	 test	
indirect	effects	of	financial	inclusion.	

6. Robustness	 Tests	 —	 Heteroskedasticity	
and	multicollinearity	checks	using	VIF	and	
Breusch–Pagan	tests.	

Significance	levels	were	set	at	p	<	0.05.	Model	
fit	 and	 validity	 were	 assessed	 using	 the	
Adjusted	 R²,	 F-statistics,	 and	 Hansen	 J-test	
for	overidentifying	restrictions.	
	
3.6	Ethical	Considerations	
	 Ethical	 approval	 for	 this	 study	 was	
obtained	from	the	Research	Ethics	Committee	
of	Université	de	Mwaro	(Ref.	No.	UMW-ECO-
REC/024/2024).	 Participation	 in	 the	 survey	
was	voluntary,	with	informed	consent	obtained	
from	 all	 respondents.	 Anonymity	 and	
confidentiality	were	guaranteed,	and	data	were	
used	 solely	 for	 academic	 purposes	 in	
compliance	with	 the	Declaration	 of	 Helsinki	
(2013).	
	
3.7	Reliability	and	Validity	
	 Instrument	 reliability	was	 tested	using	
Cronbach’s	 Alpha	 (α	 >	 0.7)	 for	 internal	
consistency	 of	 the	 household	 survey	 scales.	
Construct	 validity	 was	 ensured	 through	
Confirmatory	Factor	Analysis	(CFA),	yielding	
KMO	>	0.70	 and	Bartlett’s	Test	 (p	<	0.001),	
confirming	data	suitability	for	factor	analysis.	
	
3.8	Summary	of	Methodological	Framework	
In	summary,	this	study	combines	quantitative	
econometric	 modeling	 with	 a	 financial-
inclusion	mediation	 approach	 to	 assess	 the	
extent	 to	 which	 microfinance	 contributes	 to	
poverty	reduction	and	SDG	progress	in	Burundi.	
By	 integrating	 micro-level	 data,	 rigorous	
matching,	 and	 instrumental-variable	
techniques,	 the	 methodology	 addresses	
selection	 bias	 and	 endogeneity,	 ensuring	
credible	causal	inference. 

	
	
	
3. Results	and	Discussion		
4.1	Descriptive	Statistics	

Table	1	presents	the	descriptive	statistics	
of	 the	 main	 variables	 used	 in	 this	 study.	 The	
average	 household	 poverty	 index	 is	 0.47,	
indicating	 that	 nearly	 half	 of	 the	 sampled	
households	 fall	 below	 the	 multidimensional	
poverty	 line.	 Approximately	 60%	 of	 the	
respondents	are	microfinance	participants,	and	
54%	report	owning	at	least	one	formal	or	semi-
formal	savings	account.	The	mean	value	of	the	
constructed	Financial	Inclusion	Index	is	0.52,	
suggesting	moderate	levels	of	inclusion,	though	
significant	variation	exists	across	regions.	

Microfinance	 participants	 tend	 to	 have	
higher	 educational	 attainment	 and	 smaller	
household	 sizes	 than	 non-participants,	
reflecting	 a	 potential	 self-selection	 bias	
toward	 more	 economically	 active	 individuals.	
Before	 regression	 estimation,	 this	 bias	 was	
addressed	 through	 propensity	 score	
matching	 (PSM),	 which	 balanced	 the	
distribution	 of	 observable	 characteristics	
across	 treatment	 and	 control	 groups.	 Post-
matching	diagnostics	 (mean	standardized	bias	
<	5%)	confirm	that	the	groups	are	statistically	
comparable.	
	
4.2	Correlation	and	Multicollinearity	Tests	
	 Preliminary	 correlation	 analysis	
revealed	 negative	 and	 statistically	 significant	
correlations	 between	 Microfinance	
Participation	(MFI)	and	Poverty	Index	(r	=	–
0.42,	 p	 <	 0.01),	 suggesting	 an	 inverse	
relationship:	 households	 with	 microfinance	
access	 tend	 to	 exhibit	 lower	 poverty	 levels.	
Additionally,	 Financial	 Inclusion	 (FININC)	
correlates	negatively	with	poverty	(r	=	–0.46,	p	
<	 0.01)	 and	 positively	 with	 microfinance	
participation	(r	=	0.58,	p	<	0.01).	
Variance	Inflation	Factor	(VIF)	values	across	all	
variables	 were	 below	 3.0,	 indicating	 no	
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multicollinearity	 problems	 in	 subsequent	
regression	analyses.	
	
	
4.3	Regression	Analysis:	Baseline	Results	
	 The	 baseline	 regression	 (Model	 1)	
examined	 the	 direct	 effect	 of	 microfinance	
participation	 on	 poverty.	 Results	 in	 Table	 2	
show	 that	microfinance	 participation	 has	 a	
negative	 and	 statistically	 significant	
coefficient	 (β	 =	 –0.218,	 p	 <	 0.01),	 implying	
that	 households	 engaged	 with	 microfinance	
institutions	 experience	 an	 average	 21.8%	
lower	 poverty	 index	 than	 non-participants,	
controlling	for	socioeconomic	characteristics.	
Among	control	variables,	education	level	(β	=	
–0.075,	 p	 <	 0.01)	 and	 household	 size	 (β	 =	
0.041,	 p	 <	 0.05)	 were	 significant	 predictors,	
consistent	 with	 previous	 findings	 that	 higher	
education	 reduces	 vulnerability	 to	 poverty,	
while	 larger	 household	 sizes	 exacerbate	 it	
(Aterido	&	Beck,	2020;	Woldemichael	&	Makina,	
2023).	
	 These	results	align	with	global	evidence	
suggesting	 that	 access	 to	 microfinance	
facilitates	 investment	 in	 microenterprises,	
enables	 asset	 accumulation,	 and	 stabilizes	
household	 consumption—core	 mechanisms	
through	which	 financial	 services	 contribute	 to	
SDG	 1	 (No	 Poverty)	 and	 SDG	 8	 (Decent	Work	
and	Economic	Growth).	
	
4.4	Mediation	Analysis:	The	Role	of	Financial	
Inclusion	
	 Model	 2	 introduced	 Financial	
Inclusion	 (FININC)	 as	 a	 mediating	 variable.	
The	 results	 show	 that	 FININC	 has	 a	 strong	
negative	 association	 with	 poverty	 (β	 =	 –
0.266,	p	<	0.01),	while	the	direct	coefficient	of	
MFI	 participation	 slightly	 decreases	 in	
magnitude	 (β	 =	 –0.147,	 p	 <	 0.05).	 The	
interaction	 term	 (MFI	 ×	 FININC)	 is	 also	
significant	(β	=	–0.112,	p	<	0.05),	suggesting	a	
complementary	 relationship:	 the	 poverty-
reducing	 effect	 of	 microfinance	 is	 amplified	
when	 clients	 have	 higher	 financial	 inclusion,	

particularly	 access	 to	 savings	 accounts	 and	
mobile	money	services.	
	 Bootstrapping	 mediation	 analysis	
(5,000	 replications)	 confirmed	 that	 financial	
inclusion	partially	mediates	 the	relationship	
between	 microfinance	 and	 poverty,	 with	 an	
indirect	 effect	 of	 –0.071	 (p	 <	 0.01).	
Approximately	 33%	 of	 the	 total	 effect	 of	
microfinance	 on	 poverty	 operates	 through	
financial	inclusion	mechanisms.	
	 These	 findings	 support	 the	 argument	
that	 microfinance	 alone	 is	 insufficient	 to	
eradicate	 poverty	 unless	 integrated	 within	 a	
broader	 inclusive	 financial	 ecosystem	
(Demirgüç-Kunt	 et	 al.,	 2022;	 Sarma,	 2022).	 In	
other	 words,	 access	 to	 microcredit	 helps	
households	initiate	economic	activities,	but	the	
ability	 to	 save,	 insure,	 and	 transact	 digitally	
determines	 whether	 these	 benefits	 are	
sustained.	
	
4.5	Endogeneity	and	Robustness	Tests	
	 Given	the	potential	endogeneity	arising	
from	 self-selection	 into	 microfinance	
programs,	Model	 3	 applied	 a	 two-stage	 least	
squares	(2SLS)	approach	using	distance	to	the	
nearest	 MFI	 branch	 and	 peer	 group	
membership	 as	 instrumental	 variables.	 Both	
instruments	passed	the	relevance	(F	>	12)	and	
Hansen	J	over-identification	(p	=	0.37)	tests,	
confirming	their	validity.	
	 The	 IV-2SLS	 estimates	 remained	
consistent	with	OLS	results,	with	the	coefficient	
for	MFI	participation	(β	=	–0.205,	p	<	0.01)	
retaining	 its	 significance	 and	 direction.	 These	
robustness	checks	strengthen	confidence	in	the	
causal	 interpretation	 that	 microfinance	
participation	 significantly	 reduces	 poverty	
in	Burundi.	
	 Furthermore,	 sensitivity	 analysis	using	
Rosenbaum	bounds	 (Γ	=	1.3)	 suggested	 that	
the	 results	 are	 moderately	 robust	 to	
unobserved	 heterogeneity,	 indicating	 that	
hidden	bias	would	have	to	increase	the	odds	of	
treatment	 assignment	 by	 30%	 to	 nullify	 the	
estimated	effect.	
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4.6	Discussion	
	 The	empirical	results	demonstrate	that	
microfinance	 plays	 a	 statistically	 and	
economically	 significant	 role	 in	 reducing	
household	poverty	in	Burundi.	The	results	are	
consistent	 with	 previous	 African	 and	 Asian	
studies	that	have	shown	positive	welfare	effects	
from	 microfinance	 participation	 (Imai	 et	 al.,	
2022;	Fonseca,	2024).	The	observed	magnitude	
of	 impact	 (approximately	 22%	 reduction	 in	
poverty	 index)	 highlights	 the	 transformative	
potential	 of	 well-targeted	 microfinance	
programs,	particularly	in	rural	and	peri-urban	
areas	 where	 formal	 banking	 penetration	
remains	low.	
	 However,	 the	 findings	 also	 underscore	
that	 microfinance	 effectiveness	 depends	
critically	 on	 complementary	 financial-
inclusion	 factors.	 Households	 that	 combine	
credit	 access	 with	 savings	 accounts,	 mobile	
transfers,	or	group-based	savings	mechanisms	
demonstrate	 higher	 resilience,	 smoother	
consumption,	 and	 greater	 enterprise	
sustainability.	This	synergy	suggests	that	policy	
frameworks	 promoting	 inclusive	 financial	
ecosystems—for	 example,	 mobile	 banking	
interoperability	 and	 digital	 literacy	 training—
are	 essential	 for	 amplifying	 the	 poverty-
reduction	potential	of	microfinance.	
	 These	results	contribute	to	the	ongoing	
debate	 on	 whether	 microfinance	 delivers	
sustainable	 welfare	 improvements	 or	 merely	
temporary	 income	 boosts.	 In	 the	 case	 of	
Burundi,	evidence	suggests	that	microfinance’s	
contribution	 to	 SDGs	 is	 conditional:	 it	 yields	
stronger	 outcomes	 when	 embedded	 within	
inclusive	 financial	 systems	 and	 supported	 by	
education	and	digital	access.	
	 Another	 important	 insight	 from	 the	
qualitative	 interviews	 concerns	 gender	
empowerment.	 Approximately	 63%	 of	 MFI	
clients	 in	 the	 sample	 were	 women,	 most	 of	
whom	used	 credit	 to	 finance	micro-trading	 or	
agricultural	 ventures.	 Respondents	 reported	
increased	 decision-making	 power	 within	

households	 and	 enhanced	 capacity	 to	
contribute	to	children’s	education.	This	finding	
reinforces	 the	 gender	 equality	 dimension	
(SDG	5)	of	financial	inclusion,	as	also	observed	
in	studies	by	Sulemana	(2023)	and	Yap	(2023).	
Nevertheless,	 challenges	 persist.	 Some	 clients	
reported	 over-indebtedness	 and	 limited	
financial	 literacy,	 particularly	 when	 loans	
were	 used	 for	 consumption	 rather	 than	
investment	 purposes.	 Moreover,	 the	 high	
interest	 rate	 spreads	 and	 short	 repayment	
periods	 constrain	 the	 profitability	 of	
microenterprises.	 Such	 issues	 highlight	 the	
importance	 of	 regulatory	 reforms	 and	
financial	 education	 programs	 to	 ensure	
responsible	 lending	 and	 sustainable	 client	
outcomes.	
	 At	 a	macroeconomic	 level,	 the	positive	
relationship	 between	 financial	 inclusion	 and	
poverty	 alleviation	 suggests	 that	 policies	
expanding	digital	financial	services	(e.g.,	mobile	
money	 interoperability)	 could	 accelerate	
progress	 toward	SDG	1	and	SDG	8.	Burundi’s	
recent	National	Financial	 Inclusion	Strategy	
(2024–2028),	 which	 aims	 to	 raise	 account	
ownership	from	27%	to	50%,	provides	a	critical	
platform	for	translating	these	empirical	insights	
into	actionable	policy.	
	
4.7	Comparison	with	Previous	Studies	
	 The	 findings	 align	 closely	 with	
Woldemichael	 and	Makina	 (2023),	who	 found	
that	 financial	 inclusion	 significantly	 reduces	
poverty	 across	 Sub-Saharan	 Africa,	 and	 with	
Imai	 et	 al.	 (2022),	 who	 reported	 positive	 but	
heterogeneous	 effects	 of	 microfinance	 on	
welfare.	 However,	 the	 partial	 mediation	
observed	here	contrasts	with	earlier	studies	in	
South	 Asia	 (Ledgerwood	 et	 al.,	 2020),	 where	
direct	 effects	dominated.	This	divergence	may	
reflect	 differences	 in	 financial	 infrastructure	
maturity	and	literacy	levels	between	East	Africa	
and	Asia.	
	 Furthermore,	 the	 use	 of	 combined	
econometric	 and	 matching	 methods	
strengthens	 the	 reliability	 of	 the	 findings	
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compared	 to	 earlier	 Burundian	 studies,	which	
relied	 on	 descriptive	 or	 cross-sectional	
approaches	without	controlling	for	endogeneity	
(Nsiah,	2021).	
	
4.8	Policy	Implications	
	 The	 empirical	 evidence	 supports	
several	key	policy	recommendations:	
1. Integrate	 financial	 inclusion	 with	

microfinance	policy	—	expanding	access	
to	savings,	insurance,	and	mobile	payments	
enhances	 the	 sustainability	 of	 poverty	
reduction.	

2. Strengthen	financial	literacy	and	digital	
skills	—	enabling	clients	to	manage	 loans	
responsibly	and	leverage	mobile	finance.	

3. Promote	 gender-sensitive	 financial	
products	 —	 tailored	 credit	 and	 savings	
products	 for	 women	 entrepreneurs	 can	
multiply	social	and	economic	benefits.	

4. Encourage	 public–private	 partnerships	
—	 between	 MFIs,	 fintech	 firms,	 and	
regulators	 to	 lower	 transaction	 costs	 and	
extend	outreach	to	rural	communities.	

	
4.9	Summary	
	 Overall,	 the	 findings	 provide	 robust	
evidence	 that	 microfinance	 significantly	
reduces	 poverty	 in	 Burundi,	 and	 that	
financial	inclusion	acts	as	a	critical	pathway	
through	which	these	benefits	are	magnified.	The	
results	 emphasize	 that	 achieving	 SDG	 1	 (“End	
Poverty”)	requires	not	only	expanding	access	to	
credit	 but	 also	 fostering	 comprehensive	
financial	ecosystems	that	empower	individuals,	
especially	 women,	 to	 participate	 fully	 in	
economic	life.	
	
4. Closing	
4.1.	Conclusion	
	 This	study	examined	the	role	of	financial	
inclusion	 in	 enhancing	 the	 effectiveness	 of	
microfinance	as	a	tool	for	poverty	alleviation	in	
Burundi,	 with	 particular	 attention	 to	 its	
contribution	 toward	 achieving	 the	 Sustainable	
Development	 Goals	 (SDGs),	 especially	 SDG	 1	

(No	 Poverty)	 and	 SDG	 8	 (Decent	 Work	 and	
Economic	 Growth).	 Using	 a	 mixed-method	
approach	 combining	 survey	 data	 and	
interviews	with	microfinance	beneficiaries,	the	
findings	 reveal	 that	 financial	 inclusion—
measured	 through	 access	 to	 credit,	 savings,	
mobile	banking,	and	financial	literacy—plays	a	
significant	 mediating	 role	 between	
microfinance	 participation	 and	 poverty	
reduction	outcomes.	

The	 results	 demonstrate	 that	 access	 to	
microcredit	 alone	 does	 not	 guarantee	 poverty	
alleviation.	 Rather,	 the	 effectiveness	 of	
microfinance	 programs	 depends	 heavily	 on	
complementary	 factors	 such	 as	 financial	
education,	 entrepreneurial	 support,	 and	
institutional	 trust.	 This	 finding	 aligns	 with	
recent	evidence	from	sub-Saharan	Africa,	where	
microfinance	 institutions	 (MFIs)	 are	
transitioning	 from	 purely	 credit-based	
operations	 to	 integrated	 models	 that	 include	
savings,	insurance,	and	digital	finance	(Mensah	
&	Alhassan,	2022;	Okurut	&	Kasekende,	2023).	
The	results	also	confirm	that	financial	inclusion	
enhances	 household	 resilience	 by	 promoting	
savings	 behavior,	 investment	 in	 productive	
activities,	and	improved	consumption	stability.	

Moreover,	 the	 study	 highlights	 several	
structural	 challenges	 hindering	 the	 full	
potential	of	microfinance	in	Burundi,	including	
high	 interest	 rates,	 limited	 outreach	 in	 rural	
areas,	and	low	levels	of	financial	literacy.	Many	
respondents	 expressed	 that	 the	 lack	of	 formal	
identification	 and	 collateral	 requirements	 still	
restricts	 access	 to	 credit,	 particularly	 for	
women	and	rural	entrepreneurs.	These	findings	
emphasize	 the	 need	 for	 inclusive	 financial	
systems	that	integrate	digital	technologies	and	
gender-sensitive	 policies,	 consistent	 with	 the	
global	 framework	 proposed	 by	 the	 United	
Nations	 Development	 Programme	 (UNDP,	
2023).	

From	 a	 policy	 perspective,	 the	 study	
recommends	 that	 the	 Government	 of	 Burundi	
and	microfinance	institutions	(MFIs)	prioritize	
the	development	of	financial	literacy	programs,	
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enhance	 regulatory	 frameworks	 for	 digital	
financial	services,	and	strengthen	partnerships	
with	local	cooperatives.	The	adoption	of	mobile	
banking	 and	 fintech-based	 solutions	 can	
substantially	reduce	transaction	costs,	increase	
accessibility,	 and	 expand	 financial	 coverage	 in	
remote	 regions.	 In	 addition,	 integrating	
microfinance	 programs	 into	 broader	 national	
development	 strategies	 will	 ensure	 that	
financial	 inclusion	efforts	 are	aligned	with	 the	
SDGs.	

Theoretically,	this	research	contributes	to	
the	 literature	 by	 empirically	 validating	 the	
mediating	 role	 of	 financial	 inclusion	 in	 the	
relationship	between	microfinance	and	poverty	
reduction	 in	 a	 low-income,	 post-conflict	
context.	 It	 extends	 the	 application	 of	 financial	
inclusion	 theory	 to	 the	 Burundian	 economy,	
demonstrating	how	microfinance	can	transition	
from	 a	 welfare-based	 model	 toward	 a	
sustainable,	inclusive	development	approach.	
	
4.2	Limitations	and	Future	Research	
	 Despite	its	contributions,	this	study	has	
several	 limitations.	 First,	 the	 data	 were	
collected	 from	 selected	 provinces,	 which	 may	
limit	the	generalizability	of	the	findings	across	
the	entire	 country.	 Second,	 the	 cross-sectional	
design	restricts	the	ability	to	capture	long-term	
effects	 of	 microfinance	 on	 household	 welfare.	
Future	research	could	employ	longitudinal	data	
and	 experimental	methods	 to	 assess	 causality	
between	 financial	 inclusion	 and	 poverty	
outcomes.	 Additionally,	 future	 studies	 should	
explore	the	interaction	between	digital	finance	
adoption,	 gender	 dynamics,	 and	
entrepreneurship	 to	 better	 understand	 the	
socio-economic	 pathways	 through	 which	
financial	inclusion	drives	development.	
	
4.3	Policy	Implications	
	 The	findings	underscore	the	importance	
of	an	integrated	approach	to	financial	inclusion	
that	goes	beyond	access	to	credit.	Policymakers	
should:	

1. Promote	 digital	 and	 mobile	 banking	
platforms	 to	 bridge	 the	 urban–rural	
divide.	

2. Encourage	microfinance	 institutions	 to	
adopt	 lower	 interest	 rate	 models	
supported	by	state	or	donor	guarantees.	

3. Enhance	 financial	 literacy	 campaigns	
through	 collaboration	 between	
universities,	 NGOs,	 and	 financial	
institutions.	

4. Implement	 gender-sensitive	 financial	
inclusion	 programs	 targeting	 women	
and	youth	entrepreneurs.	

These	 measures	 would	 enhance	 the	
sustainability	 and	 inclusivity	 of	 microfinance	
operations	 in	Burundi	and	accelerate	progress	
toward	achieving	SDG	1	and	SDG	8.	
	
4.4	Conclusion	Summary	
	 In	 conclusion,	 microfinance	 can	 be	 an	
effective	 instrument	 for	 poverty	 alleviation	 in	
Burundi	 if	 supported	 by	 comprehensive	
financial	 inclusion	 strategies.	 Financial	
inclusion	acts	as	both	a	driver	and	an	enabler	of	
sustainable	 development,	 linking	 economic	
empowerment	with	social	transformation.	The	
study	 provides	 valuable	 insights	 for	
policymakers,	 practitioners,	 and	 scholars	
interested	 in	 understanding	 how	 inclusive	
finance	 can	 foster	 resilience	 and	 shared	
prosperity	in	developing	economies.	
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