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Abstract

The use of financial services is the most concrete way of analyzing financial inclusion
on the demand side. The objective of this paper is therefore to investigate the deter-
minants of loan-taking motivation in semi- rural areas in Burundi. It also aims at es-
tablishing a link between the socio-economic development of low-income microcredit
beneficiaries through the assessment of cause and effect relationships between various
individual characteristics and motivation for borrowing. After data analysis with
STATA software using logistic regressions (logit) to perform estimations, we came to
the conclusion that microfinance institutions contribute to the socioeconomic devel-
opment of individuals living in semi-rural areas because of the determinants that mo-
tivate low-income households to resort to credit in MFIs. The estimates have signifi-
cantly reached the conclusion that three reasons motivate recourse to borrowing,
namely: (i) acquisition of equipment, (ii) development of income-generating activi-
ties like agribusiness and (3) quite unexpectedly financing better education for higher-
income level individuals. However, this research makes it clear that Burundian micro-
finance institutions which are essential elements in the extension of access to formal
financial services must still make efforts to be more inclusive by facilitating condi-
tions for both individual as well as collective credits.

Keywords: Finance, Financial inclusion, loan-taking motivation, microfinance
institutions, semi-rural areas, Burundi

Introduction ity of financial means for consumers,

through various services and financial
products offered by the formal and/or
informal financial sectors. The provi-
sion of banking and financial services
to individuals, households, farmers or
small traders to enable them to fully

participate in the economic activity of
the country embraces the concept of

Inclusiveness of the socio-
economic development of a country is
strongly linked to the level of accessi-
bility of its population to banking and
financial services. As economic growth
is strongly related to the level of eco-
nomic activity, this requires availabil
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financial inclusion.

Limited access to financial ser-
vices stemming mainly from structural,
economic and cultural access restric-
tions increases the financial vulnerabil-
ity of the poorest. This inability to
fully benefit from the basic financial
services that most often strikes low-
income people is known as financial
exclusion. Financial exclusion is a
global issue and is specifically preva-
lent in developing economies where,
according to the report of the World
Bank on inclusion, only 41% of adult
individuals own a bank account in a
conventional financial institution
(Demirgiic-Kunt and Klapper 2012).

Combating financial exclusion
to fulfil the objectives of socio-econ-
omic development is the guiding idea
of financial inclusion. Financial inclu-
sion may then be defined as the proc-
ess of ensuring easy access to appro-
priate financial products and services
needed by marginalized vulnerable
low-income groups at an affordable
cost in a fair and transparent manner.
More generally, financial inclusion can
be defined as the level of access to and
usage of basic financial services
through formal financial institutions
(Allen et al. 2016; Fungacova and
Weill 2015; Prior and Argandona
2008). Therefore, financial inclusion is
so important in improving living con-
ditions of low-income populations like
peasants, farmers, small traders and
other vulnerable populations (Mahen-
dra Dev 2006), who constitute a great
part of the active population in sub-
Saharan Africa and more particularly
in Burundi.

The lack of literature on finan-
cial inclusion in Burundi constitutes a

handicap to the understanding of fi-
nancial exclusion mechanics to adapt
the inclusive model to specific features
of the country and optimize accessibil-
ity to financial services for less fortu-
nate populations. In countries like Bu-
rundi, the poor who are most often
excluded from the formal financial
system are individuals living in rural or
semi-rural areas. For these populations,
access to financial services and prod-
ucts via the formal financial channel
(Banks and microfinance institutions in
the case of Burundi), is a real problem
and a major challenge to break the vi-
cious cycle of poverty.

Accessibility to funding to un-
dertake income-generating activities
for the poorest is a major obstacle to
the socio-economic development of
rural or semi-rural communities be-
cause the general conditions of access
to bank loans constitute a real handicap
for low-income individuals with no
guarantees or sufficient startup funds.
One of the alternatives to get funds
through the formal financial system in
Burundi is the use of services offered
by microfinance institutions (MFIs)
which provide short and medium-term
micro-credits with less exclusive bor-
rowing procedures than traditional
banks.

The use of loans provided by
MFIs being fairly widespread in Bu-
rundi, the question of their effective-
ness in reducing financial exclusion
and their impact on the poor’s living
conditions is put forward. For this rea-
son, the purpose of using micro-
financing by low-income individuals
via MFlIs is an important factor to as-
sess their contribution to the socioeco-
nomic development of the beneficiar-
ies. This article on financial inclusion
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in Burundi fits well in this context. It
aims to highlight and analyze factors
behind the use of loans from MFIs in
semi-rural environments, i.e., in the
countryside. It also contributes to the
development of financial literacy in
Burundi knowing that currently there is
no study on financial inclusion on the
demand side in the country both in
rural or semi-rural as well as in urban
areas except the financial inclusion
report produced by the Bank of the
Republic of Burundi (BRB) in 2012.

Bujumbura, the capital city of
Burundi, is the only fully urban city in
the country. All the other provinces fall
into the semi-rural category. This study
mainly analyses the use of financial
services through the assessment of
credit end-use offered by MFIs. It
therefore aims not only to understand
causality mechanics between individ-
ual characteristics and motivation be-
hind the use of loans, improvement of
semi-rural or rural populations’ living
conditions but also to enrich financial
inclusion literacy in Burundi.

This article aims to evaluate the
contribution of MFIs to the socioeco-
nomic development of low-income
populations living in Burundi and more
specifically to analyze determinants
that motivate the use of loans in the
countryside with regard to individual,
social, economic and demographic
characteristics.

This paper is structured as fol-
lows. It starts in the second section
with a review of related literature on
the concept of microfinance and the
notion of financial inclusion. The third
section briefly describes methods and
data. The fourth section presents the

results of estimations and the fifth sec-
tion concludes.

Literature Review

In this section we provide the
review of existing literature on key
concepts on Financial Inclusion and
Microfinance. We also present an
overview of access barriers to Finan-
cial Inclusion and reasons that moti-
vate people to use credit services.

Significance of Microfinance

Microfinance institutions
(MFIs) play an important role in the
economies of developing countries like
Burundi by allowing low-income
populations to easily access credit
through collective loans with no re-
quirement of personal guarantee depos-
its or collaterals. MFIs differ from
banks by their social and financial op-
eration mode, enabling them to provide
small loans and basic financial services
to people experiencing difficulties in
access to the traditional financial sys-
tem. Microfinance is one of the many
aspects and deployment tools of an
inclusive financial system in develop-
ing countries.

Microfinance is the provision
of financial services like credit and
savings, money transfer and insurance
to poor and low-income households
who lack access to formal financial
institutions. Microfinance aims to meet
the needs of low-income people by
implementing mechanisms for the allo-
cation of resources in terms of small
amount loans to individuals or groups
of people who do not normally have
access to conventional banking ser-
vices to enable them to engage in small
income-generating activities tailored to
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their needs and adapted to their envi-
ronment.

Most often, low-income people
will use the services of microfinance
institutions to obtain funds through
micro-credits that allow them to invest
individually or collectively in micro
and small income-generating activities.
Through the activity thus developed,
micro-credits granted by MFIs create
direct or indirect employment in the
immediate surroundings of the benefi-
ciaries, which positively impact the
socio-economic development of the
community (Sundaresan 2008; Yunus
2003).

Globally, microfinance institu-
tions play an important social and eco-
nomic role as they allow the under-
privileged and low-income households,
who have received short-term loans to
actually participate to the local econ-
omy, increase their autonomy and
strive for household financial stability
(Robinson 2001).

Financial inclusion

There is no single vision of fi-
nancial inclusion because of the multi-
plicity of definitions which vary ac-
cording to different authors. However,
all of them agree on the goal of reduc-
ing financial exclusion as a basis to
define financial inclusion. We can
simply consider financial inclusion as a
process that aims to increase access to
and usage of financial services in a
formal framework (Hannig and Jansen
2010; Clamara et al. 2014) for all strata
of the population and more specifically
vulnerable and low-income house-
holds. Financial inclusion allows ex-
cluded people from the formal finan-
cial system to have universal access to

basic, quality financial services at a
reasonable cost and tailored to their
needs so that they can use them sus-
tainably and regularly (Allen et al.
2016; Demirgii¢-Kunt and Klapper
2013; Claessens 2006; Honohan 2008;
Aggarwal 2014).

Financial inclusion is therefore
unquestionably linked to the notion of
financial exclusion of certain catego-
ries of the population who have no
access to financial products and ser-
vices offered by formal financial insti-
tutions. The causes of this exclusion
constitute barriers to access the formal
financial system. There are generally
two types of exclusion according to
individuals, namely (i) those who are
involuntarily excluded from the finan-
cial system and (i1) those who can ac-
cess the financial system but who vol-
untarily choose not to do so by exclud-
ing themselves (Allen et al. 2014;
Fungacova and Weill 2015).

Access barriers to the formal
financial system can also be classified
into two broad categories, namely, (i)
barriers related to the supply side on
one hand, and (ii) barriers related to the
demand side on the other hand (Collins
et al 2009). Supply side barriers are
physical barriers to access like geo-
graphic distance, lack of suitable prod-
ucts and services, restrictive banks’
regulations in terms of administrative
documents. On the demand side, barri-
ers include social, cultural and psycho-
logical barriers and also the lack of
financial capability in terms of income.

Access barriers to the tradi-
tional financial system may also be
based either on geographical criteria
(proximity to access points, number of
branches in a sector etc.), or on socio-
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economic criteria (level of income,
social status, religious affiliation, eth-
nicity, etc.) according to the purpose of
the analysis as stated by different au-
thors (Hannig and Jansen 2010; Chen
and Jin 2016).

Financial inclusion refers to the
overall accessibility to the formal fi-
nancial system in a country for all
socio-economic strata of the popula-
tion. In Burundi, the regulatory body
classifies formal financial institutions
into two main categories: (ii) banking
institutions on one hand and (ii) micro-
finance institutions on the other hand.
Microfinance institutions have a vital
role in improving access opportunities
to formal financial services for indi-
viduals who cannot access services
offered by conventional banks.

Financial inclusion is of para-
mount importance in the vision of in-
clusive growth in developing coun-
tries’ economies because it allows to
effectively raise the participation level
of low-income populations in eco-
nomic growth. In fact, thanks to the
provision of financial resources, such
populations have more investment
and/or consumption capacity and there-
fore a greater productive capacity. This
active participation in the economic
activity of low-income households
thanks to financial inclusion leads to
the improvement of human develop-
ment indicators and mechanically to
the reduction of poverty as stressed by
different authors (Beck et al. 2004;
Bruhn and Love 2014). In short, acces-
sibility to the formal financial system
allows to break the cycle of poverty by
increasing households’ income, thus
allowing them to increase consumption
as well as savings and investment
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abilities (Ashraf et al. 2010; Beck et al
2007; Dupas and Robinson 2013).

Analysis of financial inclusion
is multi-dimensional because it en-
compasses different aspects and/or
dimensions such as access to financial
services, their availability, their use,
use motivation and barriers, or even
the quality of such services as per-
ceived by beneficiaries. These aspects
can be analyzed in relation to consum-
ers of financial services like house-
holds, businesses or individuals. There
are different reasons that motivate
people to use credit in general, and
specifically micro-credits granted by
microfinance institutions (MFIs).
These reasons include, among other
things, the purchase of equipment, ac-
cess to medical care, access to educa-
tion, launch of a project or an income-
generating activity as a small business
and micro-farms for agribusiness as
well as acquisition of land or housing.
To evaluate the purpose of credit ser-
vices usage at the individual level,
various researchers have used specific
individual characteristics such as the
level of education, age, gender, in-
come, employment, marital status, re-
ligion, financial literacy or the place of
residence (Allen et al., 2014; Kostov et
al. 2015; Fungacova and Weill 2015;
Zins and Weill 2016).

This paper focuses on factors
that count for individual financial in-
clusion through the use of financial
services provided by microfinance
institutions (MFIs) and more specifi-
cally the use of the credit service. It
thus aims to examine the determinants
of financial inclusion at the individual
level through the analysis of reasons
that motivate individuals to resort to
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borrowing in microfinance institutions
in semi-rural environments.

Methods and Data

In this section, we thus present the
method, the empirical model and the
variables, the data used and descriptive
statistics of our sample.

Methodology

After a descriptive presentation
of the data, our analysis will try to
evaluate individual factors to deter-
mine the main characteristics that posi-
tively favour financial inclusion
through credit services proposed by
microfinance institutions (MFIs) on the
one hand, and to determine the capac-
ity of MFIs to limit barriers to financial
inclusion on the other hand. We will
then analyze the reasons and the use of
funds obtained through MFIs services
to determine the contribution of these
formal institutions to the socio-
economic development of semi-rural
populations.

To obtain significant results
and their valid interpretation, a struc-
tured process of collection and analysis
of numerical data is necessary. These
data will be summarized and schema-
tized in graphics and tables to facilitate
their interpretation. Considering that
the use of financial services by indi-
viduals is the most observable dimen-
sion of financial inclusion, we consid-
ered the probability of the use (de-
pendent variable) of such services in a
formal framework as the basis of
analysis to determine individual char-
acteristics that influence financial in-
clusion in Burundi semi-rural areas
through formal financial services of-
fered by microfinance institutions.

To be able to do this we use
multiple logistic regressions in our
analysis since we have a dichotomous
dependent variable type that can take
only two values O or 1. To carry out
the estimates using the logistic model
(logit), the following equation was
used:

Ui = B0 + f1*Genderi + f2*Incomei + S3*Educationi

+ f4*Employmenti + f5*Maritali + €i

The dependent variable U
represents the use of formal financial
services by an individual i which takes
the value 1 in case of use and zero in
case of non-use. Individual characteris-
tics like Gender, Income, Education,
Employment, and Marital Status con-
stitute independent variables of the
equation.

As shown in Table 1, depend-
ent variables that correspond to moti-
vation for borrowing by individuals
surveyed are all dichotomous and rep-
resent the final use of the credit con-
tracted.

Gender stands for male or fe-
male (0 = female, 1 = male). The level
of education of the individuals sur-
veyed is assessed in relation to whether
they have completed secondary and
university education or have no educa-
tion level (0 = no level, 1 = less than
high school, 2 = high school and
above). Marital status stands for indi-
viduals being single, married or being
in a relationship without being married
(0 = single, 1 = married or being in a
relationship without being married).
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Table 1. The Description Of Variables

Variable Description Coding
Equipment Dependent variable that corresponds to the purchase 0 = 110 use
of equipment as motivation for the use of credit by L .
1 = Final use of credit
the respondent
Agribusiness |Dependent variable that corresponds to financing a 0 = no use
project or an income-generating activity as motivation | ; _ _. .
. 1 = Final use of credit
for the use of credit by the respondent
Medical pur- |Dependent variable that corresponds to access to
. .. i 0 =no use
poses medical care as motivation for the use of credit by the . .
1 = Final use of credit
respondent
Education Dependent variable that corresponds to access to edu-
. . . 0 =no use
cation as motivation for the use of credit by the re- . )
1 = Final use of credit
spondent
Land & Dependent variable that corresponds to the acquisi-
. . . .. 0 =no use
Housing tion of land or housing as motivation for the use of

credit by the respondent

1 = Final use of credit

Gender Variable that corresponds to the independent variable | 0 = female
that represents the respondent's gender. 1 = male
Education 0 = no education level
(level) Independent variable that represents the level of edu- I =less than high
cation completed by the respondent. school
2 = high school and
above
Marital 0 = single
status Independent variable that represents the respondent's | 1 = married or in a
marital status. relationship (cohab-
ited)
Employment
Independent variable that represents the employment |0 = employed
situation for each respondent. 1 = unemployed
Income Independent variable corresponding to the respon-|T1 = very low income

dent's individual income range

T2 =low income
T3 = high income

This table presents the dependent and independent variables used in our estimates

The employment status of indi-
viduals considers whether they work
for an employer or for themselves re-
gardless of the type of activity they are
involved in (0 = employed, 1 = unem-
ployed). The monthly income of the

(T3).

individuals surveyed is divided into
three categories ranging from the ex-
tremely poor (T1), low-income indi-
viduals (T2), and above-average (the
least poor) found in the third category
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Data

This article uses secondary data
collected by the Institute of Statistics
and Economic Studies of Burundi
(ISTEEBU) for the National Survey on
Financial Inclusion carried out by the
Bank of the Republic of Burundi
(BRB), the Central Bank, in 2012.
They were collected by interviewing
3220 individuals, but for semi-rural
populations who in fact constitute the
sample for this study, the number of
persons surveyed comprises 2897 indi-
viduals only after removing the 323
people living in the city of Bujumbura
who participated in the survey.

The socio-economic profile of
the 2897 respondents who constitute
the sample for this study is described
in Table 2. The sample consists of in-
dividuals aged at least 18 years and
living in semi-rural areas in different
parts in the countryside. It should be
noted that out of a total number of
2897 of the people surveyed, 52.23%,
i.e., 1513 people are women while
47.77% are men. With regard to the
marital status, 74.77% are married or
in a relationship whereas 25.23% are
single without any marital responsibili-
ties. As far as the education level of the
respondents is concerned, 43.04% have
no education at all. The majority of
those with a primary education level
represent 45.43%, while only 11.53%
have completed secondary and univer-
sity education.

As for employment, only 251
(8.66%) respondents are employed
whereas the remaining majority of
2646 of those surveyed, i.e. 91.34% are
unemployed. Finally, concerning
monthly income, we have three catego-
ries distributed as follows: (i) 84.71%

The International Journal of Organizational Innovation Vol 11 Num 1 July 2018

fall in the first income category T1,
meaning that they are extremely poor;
(1) 9.22% of the respondents fall in the
second category T2 that represents
low-income populations; and (iii) the
last category T3 representing the top
remaining quarter, i.e., high-income
groups which represent only 6.07% of
the individuals surveyed. It should be
noted that people living in the country-
side are extremely poor in general.

Empirical Results

In this section, we estimate the
determinants of loan-taking motiva-
tion. We analyse the use of credit ser-
vices provided by microfinance institu-
tions. This analysis is carried out
through a model of logistic regressions
(logit) which will be applied through-
out this study. This section is devoted
to the discussion of the results of the
analysis.

The present study investigated reasons
why people use credit in semi-rural
areas in Burundi. We estimated that
there are five main reasons which mo-
tivate people to apply for credit in mi-
crofinance institutions (MFIs) with
respect to different individual charac-
teristics as shown in Table 3. Then, we
used STATA software to perform mul-
tiple logistic regressions to determine
Odds ratios to analyze the results. Ac-
cording to estimations reached, only
three variables are significantly associ-
ated with individual characteristics,
namely equipment, agribusiness and
education.

In the first model we found that
purchasing ‘Equipment’ as a reason for
loan-taking in MFIs is positively asso-
ciated with gender, marital status, edu-
cation level (high school & above),
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Table 2. Statistical Distribution Of The Sample At Individual Level

Variables Number of respondents Percentage
Gender
Female 1513 52,23
Male 1384 47,77
Total 2897 100,00
Marital status
Single 731 25,23
Married/cohabited 2166 74,77
Total 2897 100,00
Education
No education level 1247 43,04
Less than high school 1316 45,43
High school & above 334 11,53
Total 2897 100,00
Income
Less than 50000 BIF (T1) 2454 84,71
50000-100000 BIF (T2) 267 9,22
More than 100000 BIF (T3) 176 6,07
Total 2897 100,00
Employment
Employed 251 8,66
Unemployed 2646 91,34
Total 2897 100,00

This Table Displays The Descriptive Statistics For The Independent Variables Studied
In Our Estimations: Gender, Marital Status, Education, Employment And Income.

intermediate low level income cate-
gory T2 as well as the high level in-
come category T3. In the second model
we found that ‘Agribusiness’ as a rea-
son for loan-taking in MFIs is posi-
tively associated with the education
level ‘high school & above’ and the
high level income category T3 but
negatively associated with unemploy-
ment.

Estimations show that as far as
gender is concerned, being male sig-
nificantly (more than twice) increases
the likelihood of applying for credit in
a microfinance institution (MFI) to
purchase equipment. The fact that get-
ting credit for capital goods is more
associated with men than women indi

cates a significant gender difference in
reasons for borrowing that motivate
individuals to turn to MFIs.

Finally, the last significant
model related to individual characteris-
tics in this study is “Education”. We
thus found that “Education” as a rea-
son for applying for credit in MFIs is
only most likely to be associated with
the high level of income category T3.

Estimations also show that be-
ing married or being in a relationship is
significantly associated with a high
likelihood of getting a credit to pur-
chase equipment. It should be noted
that being married increases the likeli-
hood to apply for credit 4 times than
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for single people. This situation may
be explained by the weakness of low-
income households living in semi-rural
areas in Burundi and more generally
by the fact that the level of household
income in developing countries is gen-
erally very low. It is therefore easier
for low-income individuals to use
credit to equip themselves without
jeopardizing the fragile balance of the
family budget.

With regard to the level of edu-
cation, our estimates show that indi-
viduals with a high level of education
(high school & above) are well over 9
times the probability of borrowing to
equip themselves and 4 times more
likely to resort to microcredit offered
by microfinance institutions to develop
activities like agribusiness than less
educated individuals. Being educated
is an undeniable advantage for people
who want to develop income-gener-
ating activities like agribusiness. In
fact, microfinance institutions in Bu-
rundi often condition the financing of
small production units by presenting a
motivated and explicit project, which
is easier to do for more educated peo-
ple than less educated individuals. This
explains the high probability that edu-
cated people who subscribe to micro-
investment loans in microfinance insti-
tutions generally obtain the requested
loans.

We also found that the em-
ployment status of individuals is a de-
terminant factor in the likelihood to
borrow from a microfinance institution
to launch an agro-industrial micro-
project. Indeed, our estimates revealed
that for people living in semi-rural
areas in Burundi, being unemployed
significantly reduces the probability of
contracting a micro-credit to finance an

investment project like an agribusiness
income-generating activity. This sug-
gests that employed people are most
likely to have access to this type of
investment credit. This situation may
also be explained by the fact that
unlike collective loans, for personal
loans microfinance institutions (MFIs)
in Burundi have the same type of re-
quirements in terms of financial guar-
antees to access substantial loans
needed for financing investments.

Among other things, having a
stable source of income or a job is a
prerequisite for contracting an invest-
ment loan in a microfinance institution.

As for the monthly income of
individuals, our estimates revealed that
people in the second income category
T2 are 3 times more likely to use loans
in a microfinance institution for acquir-
ing property than extremely poor peo-
ple in the first income category T1.
This implies that low-income individu-
als in the intermediate income category
T2 cannot easily acquire some type of
equipment without using credit. The
easiest way for them to borrow money
from a formal financial institution is to
use microcredit services via microfi-
nance institutions (MFIs).

Wai also found that being in the
upper income category, T3 significan-
tly increases the probability of acqui-
ring a loan by more than 5 times. This
may, for example, concern the pur-
chase of non-essential or luxury equip-
ment which significantly impacts the
household budget. It should also be
noted that there is a probability of 3
times higher for individuals in this
category of income to contract a loan
to finance agribusiness investment
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activities. This correlates with the re- to finance education. This remarkable

sults obtained for the situation of em- achievement must be seen in the parti-
ployment because here too it is easier cular context of Burundi where access
to obtain an investment micro-credit in to public education is free and subsidi-
a microfinance institution when there zed by the Government, while private

are sufficient financial guarantees. education institutions are extremely

expensive and popular with the most
affluent individuals. The credit offered
by most Burundian microfinance insti-
tutions is often used to guarantee fami-
ly members the best possible education.

Finally, there are particular
results for individuals in the upper in-
come category T3, with a 22 times
higher increase in the probability of
borrowing in a microfinance institution

Table 3. Determinants of Loan-Taking Motivation'

Equipment  Agribusi- Medical Education Land &

ness purposes Housing

Gender

Male 2.975" 1.371 1.578 1 1
(2.28) (0.81) (0.38) Q) ()

Marital status

Married/cohabited 4.063" 1.254 0.764 1.872 0.357
(2.17) (0.50) (-0.22) 0.52)  (-1.19)

Education

Less than high school 1.421 1.697 1 0.451 1
0.51) (0.97) Q) (-0.55) ()

High school & above ~ 9.678 4.130" 1 6.630 1
(3.19) (2.35) () (1.48) ()

Employment

Unemployed 0.422 0.261°" 1 3.181 1
(-1.73) (-2.70) Q) (1.13) ()

Income

72 3.579" 1.765 0.485 10.20 0.439
(2.18) (1.02) (-0.60) (1.81)  (-0.89)

T3 5.983" 3.033 1 22.02° 1
(2.97) (1.99) 8 (2.32) ()

Observations 2897 2897 96 1384 63

Pseudo R* 0.318 0.165 0.017 0.218 0.041

Exponentiated coefficients; ¢ statistics in parentheses
"p<0.05 " p<0.01, """ p<0.00

Motivation at the top of each column represents dependent variables. Individual characteristics (gender, marital status, educa-
tion, employment and income) are explanatory variables.
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Conclusion

The aim of this study was to
analyze determinants of the reasons for
which people resort to credit in micro-
finance institutions as a source of fi-
nancing by individuals living in semi-
rural areas in Burundi and to evaluate
the impact of the use of this type of
borrowing on socio-economic devel-
opment.

As for individual characteris-
tics, the results highlighted the fact that
the main reason for resorting to bor-
rowing through MFIs services is moti-
vated by the need to acquire equipment
both for men, married people, highly
educated individuals, intermediate low-
income individuals, and also for the
most affluent people in the higher-
income category T3. The second rea-
son for applying for a loan in microfi-
nance institutions (MFIs) is the use of
such micro-credit loans to launch agri-
business-type income-generating ac-
tivities by individuals living in semi-
rural areas which are mainly composed
of agricultural zones. Such credits have
a direct impact on employment and
contribute to the revitalization of eco-
nomic activities for semi-rural com-
munities. Finally, although Burundi is
a country where basic education is free
and access to higher education is sub-
sidized in public institutions, the pri-
vate education sector is seen by many
as a sign of excellence but remains
expensive even for people with jobs,
hence the increasing use of school
credits offered by microfinance institu-
tions to finance education among indi-
viduals with guarantees and high in-
come.

It can thus be concluded that
the use of microfinance borrowing

services by individuals living in semi-
rural areas

is guided by the willingness of credit
grantors to improve their personal
situation on a day-to-day basis as well
as their well-being through the acquisi-
tion of capital goods or access to better
education than at the economic level
through the acquisition of investment
capacity to finance income-generating
activities. Borrowing in microfinance
institutions therefore has a positive
impact on socio-economic develop-
ment.

However, it should be noted
that Burundian microfinance institu-
tions must improve the conditions of
access to individual loans because al-
though collective credits are inclusive
and easy to obtain, at the level of indi-
vidual loans, these institutions have the
same policy as traditional banks with
regard the guarantees required to ac-
cess some individual credit, which
effectively excludes certain categories
of people such as unemployed indi-
viduals or low-income households.
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