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Abstract: This study examines the impact of using Islamic microfinance products on the 
Mauritanian microentrepreneurs’ income level.  The study is purely quantitative, and it uses 
cross-sectional design data, which was gathered through a questionnaire from a sample of 
381 beneficiaries of an Islamic microfinance institution (PROCAPEC).  It uses Structural 
Equation Modeling (SEM) to determine the effectiveness of using Islamic microfinance prod-
ucts on the beneficiaries’ income as well as to test the moderator effect of gender on the 
relationship in the model.  The research found out that the use of Islamic microfinance prod-
ucts has increased the beneficiaries’ income; however, gender has no moderator effect on the 
relationship between the usage of Islamic microfinance products and income level.  These 
findings help the policymakers and managers of Islamic microfinance consider the factors 
increasing Islamic microfinance products’ usage to reduce poverty in the country. This study 
is among the pioneer in the field of Islamic microfinance in Mauritania due to the scarcity of 
studies in the geographical context.
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Introduction

Poverty can be defined as a lack of primary sources such as income, education, nu-
trition, health care   (Dusuki, 2008)microfinance requires innovative approaches 
beyond the traditional financial intermediary role. Among others, building human 
capacity through social intermediation and designing group-based lending pro-
grammes are proven to be among the effective tools to reduce transaction costs and 
lower exposure to numerous financial risks in relation to providing credit to the 
rural poor. This paper also suggests the use of a special purpose vehicle (SPV. Hence, 
this study focuses on only one dimension of poverty the income, due to its impor-
tance and high impact on people’s wellbeing. Mauritania is considered one of the 
poorest African countries. Therefore, the poverty rate is very high, which is nearly 
32 per cent of the whole population live in poverty (ECA, 2016). The financial inclu-
sion rate is also low, which can be around only 20 per cent of the citizens who have 
access to the formal financial system (Amendola, Boccia, Mele, & Sensini, 2016). 

The history of microfinance in Mauritania started in the 1990s; however, there 
is no accurate data to precise its market share in the financial system, which was 
evaluated to one per cent of the total financial assets (ADF, 2007). The first Mi-
crofinance institution in Mauritania is the Credits and Saving Association (PRO-
CAPEC), and it has been licensed and launched in 1997 (CBM, 2018). There are 
nearly 51 microfinance institutions in the country, and the total number of MFI 
clients were approximated 200,000 in 2014 (Amendola et al., 2016). The headquar-
ters and most branches of MFIs are in Nouakchott, the most densely populated 
city. The average loan period from MFIs lasts from two months to two years, and 
the saving of those clients presents only two per cent of all deposits in the financial 
sector. Additionally, the loans given by microfinance institutions represent only 
five per cent of all loans in the financial system (ADF, 2007). 

According to the ADF (2007) report, Mauritania has only a few large microfi-
nance institutions. Nevertheless, the microfinance sector is undeveloped and un-
regulated. Most of the MFIs are small in scale and have limited outreach. Also, the 
sustainability of these MFIs is plausible, with some losing their businesses while 
others have their license withdrawn by the government due to infarctions upon the 
law. Several challenges hamper the development of the microfinance sector, such 
as the lack of proper infrastructure of products, the conditions related to collater-
al, the Mauritanian culture in using informal sectors and the black market to get 
finance, and lack of report and transparency of the MFIs which decrease the sub-
sidies from the government and public (Bouasria, Ashta, & Ratsimalahelo, 2020).
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PROCAPEC is the largest Islamic microfinance institution in Mauritania. It 
was also the first microfinance institution established in the country in 1997. This 
institution has 37 branches, of which 18 are in the capital city, Nouakchott. In 
2019, the number of customers had reached 260.368, which is considered a huge 
number compared to Mauritania’s total population (approximately 4 million). The 
financing recovery rate is about 97 per cent, which shows that the beneficiaries 
are reliable and punctual in paying back the instalments. There are 211 employees, 
with 44 per cent of them being women. The most frequently used Islamic products 
are Murabaha and saving services. The former represents about two billion MRU 
(Mauritanian Monetary Ouguiya), and the latter is around six billion MRU. PRO-
CAPEC also provides the saving for Hajj (pilgrimage) and remittances. It also helps 
some entrepreneurs in managing their business by providing financial advice. 

Apart from being the first and largest Islamic microfinance institution, an-
other main reason for choosing PROCAPEC in this study is the accessibility. The 
employees are approachable, and the branches are available in many places. PRO-
CAPEC has a website that enables easy access to further administrative informa-
tion. Whereas other institutions are not accessible online and in person, they are 
hostile and unwilling to interact with new faces. The majority of the institutions do 
not possess a website. Even those who have websites provide outdated and incom-
plete information.

Based on the literature review, the researcher has observed a lack of empirical 
studies on Islamic microfinance’s role in poverty reduction. Several research works 
presented only theoretical and conceptual studies on the trends of microfinance’s 
effectiveness on poverty alleviation, especially in Africa. Although few researchers 
have used empirical approaches, there is still a need to explore the practical effect 
of microfinance on poverty, especially in African countries. Therefore, this study is 
filling this gap by providing new empirical evidence to enrich the literature.

Numerous studies found divergent results of the effectiveness of microfinance 
on poverty alleviation. Some studies revealed significant impacts, while others did 
not find any impact of microfinance on poverty alleviation. Thus, this research will 
fill this gap by providing new findings to resolve or provide supplement arguments 
that contribute to the controversy. Also, it will participate in the worldwide debate 
on the effectiveness of Islamic microfinance on microenterprises development. The 
latter has not been widely discussed in the literature despite its crucial role in the 
country’s economy. Hence, this study uses microenterprises as a mediator variable 
in the relationship between Islamic microfinance products and poverty alleviation. 
Enormous studies in this field have only focused on the role of conventional mi-
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crofinance in poverty. Therefore, this research will fill this gap by enriching the 
empirical studies using Islamic microfinance on poverty reduction. 

In Mauritania, there is a scarcity of studies on microfinance and its role in re-
ducing poverty. There is barely any research about the role of Islamic microfinance 
in alleviating poverty in Mauritania. Although Mauritania is a Muslim country and 
OIC member, research in Islamic finance is still rare. Only a few studies and reports 
from the IMF and World Bank have discussed the issues related to access to credit 
in Mauritania and the general financial system. They will be the references for this 
research due to the lack of studies and reports from Mauritania’s central bank.

Therefore, this study aims to fill up this gap by providing new insights on the 
topic of Islamic microfinance and poverty alleviation by using only one dimension 
of financial inclusion which is the usage of financial products, and one dimension 
of poverty which income level. This study has used the saving and credits associ-
ation (PROCAPEC) institutions of Nouakchott,as a case study due to several rea-
sons, among which it is the first and largest microfinance institution in Maurita-
nia. Nouakchott is the capital city and the most populated city in Mauritania. There 
are around 31 microfinance institutions in the country however few of them are 
Islamic.

The main objective of this paper is to determine the impact of using Islamic 
microfinance products on the beneficiaries of PROCAPEC institutions as well as 
to investigate the moderator effect of gender in the model. The following research 
questions are elaborated:

RQ1. Does the usage of Islamic microfinance products impact the income of 
Islamic microfinance beneficiaries?

RQ2. Does gender moderate the relationship between the income and usage of 
Islamic microfinance products in PROCAPEC-Nouakchott?

This paper is organised as below: the first part was the introduction which in-
cluded the background of the topic, problem, gap, and objective as well as research 
questions. The second part is about the theoretical framework, literature review of 
the previous studies, and the model’s hypothesises. Then, the third part presents 
the data and methodology used in the article. The fourth part shows the results 
and analysis of the findings. Finally, the last part discusses the conclusions and 
recommendations for managers, policymakers, and future studies.
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Literature review
The theoretical framework

Even though poverty has existed even before humankind, it does not have a the-
oretical framework that explains the reasons for its persistence (Hidayah, Abdul, 
& Hazlina, 2012). The large and growing body of literature has discussed poverty 
but did not reach the target to identify the unique theory that can clarify poverty. 
However, different theories describe the sources of poverty. 

This study is underpinned by a combination of theories, mainly inequality 
theory and financial intermediation theory. The inequality theories are the exten-
sive and intensive margin theory. The financial intermediation theory used in this 
study is the financial market imperfections theory. In this theory, financial inter-
mediaries tend to overcome the financial market’s deficiencies (Al-Jarhi, 2014). 
The financial market imperfections theory shows a necessity for a perfect and 
developed financial system to maintain the poor’ lives and uplift their economic 
situation. This theory explains that individuals should have access to finance to 
increase their income, children’s schooling, expenses, and independence from their 
parents’ heritage (Becker & Tomes, 1979). To improve the economic situation of 
low-income people, financial inclusion should be enhanced. The reason for giving 
importance to financial inclusion lies in its effectiveness to boost and faster the 
country’s economy and individuals’ wellbeing. Financial development reduces the 
inequality between rich and poor, improves vulnerable lives, and enhances human 
development (Beck, Demirgüç-Kunt, & Levine, 2004).

According to Beck, Demirgüç-Kunt, and Levine (2004), there is no consen-
sus in theory about finance’s fundamental role on poverty alleviation; however, 
some studies have shown a positive relationship between finance and poverty al-
leviation. Financial development can boost the economy and alleviate poverty by 
funding small businesses and microenterprises (Beck, Demirgüç-Kunt, & Hono-
han, 2009; Demirguc-kunt, Klapper, & Singer, 2017). Providing financial access to 
microenterprises significantly impacts economic growth and poverty alleviation 
(Dupas & Robinson, 2013). Financial development and financial intermediaries are 
the critical factors that increase economic growth and alleviate poverty by mitigat-
ing asymmetry of information and transaction costs (Levine, 2005). The financial 
market imperfections theory relates to poverty alleviation to enhance economic 
growth (microenterprises) and financial development (through financial inclu-
sion). Hence, this theory is considered as an umbrella of the entire model in this 
research.
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The extensive margin theory emphasises the importance of increasing aware-
ness about financial services among individuals and small and microenterprises fi-
nancially excluded from getting benefitted from the financial system to reduce their 
hardship and poverty (Tchamyou, Erreygers & Cassimon, 2019). It also stipulates 
that financial products’ prices should be reduced to be affordable for low-income 
people and firms (Greenwood & Jovanovic, 1990). This theory considers the cost of 
financial services and the other determinants as significant factors leading to finan-
cial exclusion.  This theory relates the involuntary barriers (exogenous variables) to 
the usage of microfinance products. Thus, this theory underpins the first objective 
of this study that investigates the impact of involuntary barriers and the usage of 
microfinance products. 

On the other hand, the intensive margin theory significantly impacts poverty 
and inequality by enhancing the quality of financial services for those already in-
cluded in the financial system (Tchamyou, 2019). This theory focuses on the qual-
ity of financial products offered and their impact on the reduction of poverty. This 
theory underpins the third and fourth objectives of this study which determine the 
effect of using microfinance products on the microenterprises and the impact of 
the later on poverty alleviation.

In the Islamic financial theory, it has been mentioned in numerous books and 
articles that easing financial access and providing a wide range of Islamic financial 
services can be useful in uplifting the country’s economic situation and thereby 
reducing individuals vulnerability (Iqbal & Mirakhor, 2013; Mohieldin, Iqbal, Ros-
tom, & Fu, 2011). The relationship between financial development (financial in-
clusion), economic growth (microenterprises), and poverty alleviation have been 
widely discussed together in various empirical and theoretical studies (Beck et al., 
2004; Beck, Demirgüç-Kunt, & Levine, 2007; Greenwood & Jovanovic, 1990; Lev-
ine, 2005; Adeyeye et al., 2015; Wajdi Dusuki, 2008).   According to Chapra (1979), 
the primary goal of sending the Prophet Muhammad (PBUH) is for blessing for all 
humankind. Some of the blessings were stated explicitly in the Quran, for instance, 
alleviation of hardship (Hayat tayiba) and welfare (Falah). Islam dislikes the diffi-
culty of poverty-stricken life. Besides, it has been narrated in Sunan Abu Dawood 
that the Prophet Muhammad (PBUH) asked Allah to protect him from poverty 
(Fakr) as well as from disbelief (Kufr). From this prayer (Duaa), prophet Muham-
mad (PBUH) considered poverty as grievous as disbelief and sought refuge from 
both. The Quran shows several ways to deal with poor, vulnerable, and weak people 
to preserve their rights and avoid injustice and inequality. Islam preserves social 
equality between the high-ranking people and those who do not have any eminent 
political or social positions according to modern society norms (Farooq, 2008). 



Maouloud & Othman, Impact of using Islamic Microfinance Products on Mauritanian Microentrepreneurs’ Income:  
Evidence from PROCAPEC- Nouakchott 

225

The Previous Studies 

Poverty is a serious problem that is mainly affecting third world countries; Mauri-
tania is no exception. Poverty has different dimensions that can be used to meas-
ure its extent of threatening. Those dimensions are income level, education of 
children, nutrition, healthcare, level of consumption, assets owned (Kaka, Abidin, 
& Islamic, 2013).

Mahmood et al. (2015) studied the impact of financing obtained from Islamic 
microfinance institutions on household income, expenditure, development in as-
sets, and respondent’s poverty level. The results of the study showed positive im-
pacts on income, expenditure, and asset acquisition. Numerous studies have also 
proved that microfinance increases women’s empowerment and reduces poverty ( 
Mahmood, Hussain, & Matlay, 2014; Murshid, 2018; Obaidullah, 2008). 

Access to microfinance services can reduce poverty by enhancing household’s 
income, expenditure, business networks, health care, nutrition, women empower-
ment, and children’s education only if the loans taken are small or in average range; 
otherwise, it will increase poverty (Mahmood et al., 2014). On the other hand, 
access to microfinance has a positive impact on children’s education and household 
expenditure but has a negative effect on housing conditions, consumption, and 
household assets (Noreen, Imran, Zaheer, Saif, & Iqbal, 2011).

 Islamic microfinance has a significant impact on women’s empowerment since 
women have an essential role in society. Through access to Islamic microfinance, 
women can gain shared prosperity and be more economically active than men in 
their society (Othman, 2015).  The study of  Hassan and Saleem (2017) has shown 
that Islamic microfinance improves women’s wellbeing and increases their finan-
cial freedom and sense of self-possession. The variables used in the research are 
women’s income, assets possession, awareness of health care, family harmony, and 
children’s education. The findings reveal that Islamic microfinance loans positive-
ly impact income, assets ownership, and children’s education; however, no effects 
have been seen on health care and family harmony.  Similar findings have been 
deducted by Rokhman (2013), who demonstrated that Islamic finance positively 
affects the household’s income, children’s education, and business progress, yet no 
effect on health care. 

A study conducted in Indonesia has shown that Baitul Qiradh (Islamic finan-
cial institutions) has significantly increased these Islamic financial products due 
to their positive impact on the client’s poverty level (Asmawati & Ahmad, 2015). 
The primary data was collected from 208 participants about their perceptions of 
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the change after the financial inclusion in Baitul Qiradh. The study measured the 
role of education, age, amount of loan, and entrepreneurship participation in the 
household’s income. The results showed a positive and significant impact of educa-
tion, amount of loan, and entrepreneurial training on rising income; nevertheless, 
age is significantly related to income. Apart from that, Islamic microfinance has 
been an alternative way to tackle poverty, and it also brings unbanked people to 
be financially included. Alaro and Alalubosa (2018) confirmed an essential role of 
some Islamic products such as Musharaka, Mudharaba, Zakat, and Waqf to allevi-
ate poverty and increase financial inclusion. 

Microfinance is an effective tool to enhance well-being and decrease poverty 
and enhance financial independence (Lal, 2018). The products offered by microfi-
nance institutions are suitable for low-income people; hence, it might attract them 
through the opportunity of increasing their income (Afandi & A’yun, 2018). Access 
to financial institutions might not be the real issue because some people have con-
venient access, but they do not use the products available in the institutions (Beck 
& De La Torre, 2006; Maulana, Razak, & Adeyemi, 2018; Okello, Bongomin, Ntayi, 
Munene & Akol, 2017) Therefore, usage of financial products is crucial and very 
effective on the financial level of individuals.

Islamic microfinance is considered an alternative to Islamic banks for vulner-
able people who can not afford banks’ fees. Also, it can be a better choice rath-
er than deleting with the informal market, which is an unsecured and very risky 
domain. The effective use of financial products can reduce poverty and enhance 
income, especially through mudharaba and musharaka (Shaikh, 2017). The main 
products offered by microfinance institutions are micro-Murabaha, micro-saving, 
micro-takaful, Qard Hassan, and remittances (Nafar & Amini, 2017). Islamic mi-
crofinance can increase financial inclusion through the products they offer which 
also can reduce poverty enormously (Mohieldin, 2012). The products available in 
Islamic microfinance can be used by Muslims as well as non-Muslims. Only when 
those products are used effectively in economic activities, then the income level of 
beneficiaries will increase.

Islamic microfinance reduces poverty and empowers the poor by providing Is-
lamic services and funding their microenterprises (Adnan & Ajija, 2015; Mahmood 
et al., 2015). Islamic microfinance services increase household’ income and ex-
penditure (Fianto et al., 2017). Researchers on poverty alleviation concluded that 
the best way to exit poverty is to own sustainable assets to satisfy the poor’s basic 
needs (Savath, Fletschner, Peterman & Santos, 2014).  
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Microfinance is suitable for the poor microenterpreuneurs more than other 
financial institutions such as banks (Abbas & Shirazi, 2015), even the quality of 
services in microfinance institutions is better (Cull, Demirgu & Morduch, 2009). 
Islamic microfinance is more suitable to attract the poor to save and include 
them in the formal financial system. Islamic microfinance can enhance financial 
inclusion through different tools and alleviate poverty (Mohieldin, 2012). Mean-
while, Islamic microfinance is more moral-based than profit-based (Ahmed, 2002; 
Khaleequzzaman, 2007); thus, these institutions are not only for Muslims but also 
for non-Muslim.  In contrast, conventional microfinance makes the poor over-
whelmed with debt and high interest rates (Cull et al., 2009). 

Furthermore, in some African countries, such as Ethiopia and Ghana, microfi-
nance has a significant impact on reducing poverty by empowering women (Dzisi 
& Obeng, 2013; Tafese, 2014). In Kenya, however, some obstacles slow the microf-
inance sector’s development and impede access to finance, such as the low level 
of education, low network telecommunication, and inadequate necessary infra-
structure, like roads (Ali, 2017). Several studies have shown the impact of using 
Islamic microfinance on poverty alleviation, especially the augmentation of income 
(Farooqi, Qamar & Chachi, 2017; Kaka et al., 2013; Tafese, 2014; Toindepi, 2016). 
Therefore, the following hypothesis is elaborated as shown in Figure 1.

H1. The usage of Islamic microfinance has a positive impact on the income of 
PROCAPEC beneficiaries

H2. Gender has a moderator effect on the relationship between usage and in-
come 

Figure 1. 
Conceptual Framework
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Data and Methodology

Methodology 

This study is based on a deductive approach because it is quantitative research. 
This research’s sampling technique is purposive sampling, which is among the 
non-probability sampling methods. This sampling technique is suitable for this 
study because it can select respondents based on specific criteria. In this study, 
there are two main criteria; upon them, the respondents are chosen. Firstly, re-
spondents should possess microenterprises or businesses. Secondly, the respond-
ents should be clients of the Islamic microfinance institution (PROCAPEC) in 
Nouakchott. The EFA (Exploratory factor analysis) and CFA (Confirmatory Factor 
Analysis) were performed to ensure that all the items load properly on the ap-
propriate factors. The validity and reliability of constructs were verified and even 
above the cut-score. The descriptive statistics were presented through SPSS 23, 
and the SEM model was analysed through Amos 23. The research items are adopt-
ed with slight modification from various studies mainly (Adewale, 2010; Issed, 
2017; Riwajanti, 2013) therefore, was based on the concern for appraising the 
appropriateness of microfinance as the latest poverty alleviation strategy. This 
is in terms of global practices and local realities peculiar to Nigeria. It is quite 
likely that poverty in Nigeria may be linked to the financial exclusion of the poor. 
This frustrates their entrepreneurial activities in the sense of being able to acquire 
the sustainable livelihood assets they need to exit from the poverty trap they are 
immersed in. The main objective of this study, therefore, is to investigate the rela-
tionships that exist between financial exclusion or lack of access to microfinance 
services and possibility of intergenerational transmission of poverty in Nigeria 
as mediated by microenterprise underdevelopment and inadequate livelihood as-
sets. The variables used in the study as well as both the conceptual and theoretical 
frameworks were influenced by a combination of various theories of inequality, 
especially the theory of imperfect credit and the sustainable livelihood model. A 
mixed methods approach via the quantitative and qualitative research designs 
and based on the pragmatism philosophical view was used at all stages of data col-
lection, analysis and results. Relevant information was collected from some poor 
households in the Ilorin metropolis of Kwara State, Nigeria using both the survey 
questionnaire and interview methods. Data so obtained were subjected to mixed 
data analysis. The Structural Equation Modeling (SEM).
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Data 

The data for this article was collected through a questionnaire using the cross-sec-
tional design. The respondents are the beneficiaries of an Islamic microfinance in-
stitution (PROCAPEC) in Nouakchott. The number of questionnaires distributed 
was 700, but only 493 were returned. Using a purposive sampling method through 
a cross-sectional design, 650 copies of the surveys were distributed to the benefi-
ciaries of the Islamic microfinance PROCAPEC-Nouakchott. There were 493 ques-
tionnaires returned, which indicates a response rate of 71 per cent. The number of 
outliers was 100 cases. There were some cases that have more than 25 per cent of 
missing data and were deleted. After doing data screening and deleting the outliers, 
the remaining usable data is 381. After verifying SEM analysis assumptions such 
as normality and collinearity, there were no major issues, and the data is ready for 
further analysis. This response rate is acceptable because it is above the cut score of 
50 per cent (Yun & Trumbo, 2000). This response rate is also due to the nature of 
the Mauritanians who are not familiar with surveys, and most of the respondents 
were unwilling to answer the questionnaire. After several visits from the researcher 
to the institutions, enough sample size was achieved.

Measurement of the Endogenous Variable 

The dependent variable in the study is the Income level as one of the dimensions 
of poverty. The items are adapted and developed based on a five-point Linkert 
scale ranging from 1 (strongly disagree), 2 (disagree), 3(neutral), 4 (agree), and 
5 (strongly agree). The items are reliable; however, two of them were deleted to 
ensure the model’s validity. These two items are (income 2) and (incom3) and were 
deleted due to their high factor loadings.  The Cronbach alpha of this variable is 
0.970>0.7, which shows a strong value of reliability which is in line with the rule of 
thumb of being above 0.7 (Babikir, Ali & Abed el Wahab, 2009; Tabachnick, Fidell 
& Ullman, 2007).
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Table 1. 
The Items of the Variable Income

No. Items SDA D N A SA

Income
1

I believe that IsMF has helped me to engage in a 
business that generates income

2
The Capital invested in the business has been 
increasing due to IsMF

3 My income has been augmented due to IsMF

4 I generate more than 2 $ per day due to IsMF

5 I put a portion of income for saving due to IsMF

6 I can lend money easily to my friends due to IsMF

Measurement of the Exogenous Variable 

The independent variable in this study is the use of Islamic microfinance products. 
The products used in this study are Murabaha, Qard-Hassan, saving, and remittanc-
es. The scale used for the items is four Linkert scale points ranging from 1(never 
used), 2 (rarely used), 3(sometimes used), and 4 (frequently used). The four items 
are self-developed. Content validity is excellent. All items are reliable and have a 
Cronbach alpha value of .970, which above the cut-score of 0.7 (Hair, Black, Babin, 
Anderson, & Tatham, 2006). Overall, the construct is reliable and valid.

Table 2. 
The Items of the Usage Variable

Products Never used Rarely used Sometimes used Frequently used

Micro-Murabaha

Micro-saving

Micro-remittances

Qard Hassan

Table 3 
Reliability of Constructs

Variable Number of items Cronbach’s Alpha

Usage 4 .790

Income level 4 .970
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Results and Analysis
Measurement Model 

The measurement model has been developed with all items of each variable. How-
ever, the model is not fit; therefore, some modifications need to be done to make 
the model valid and fit. The original measurement model is presented in Figure 2; 
subsequently, the modified measurement model is also presented in figure 3. There 
were two items deleted from the income level construct.

Figure 2. 
Measurement Model

Figure3. 
Modified Measurement Model
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Table 4
Summary of the Measurement Model Indices

Indices Rule of thumb Value in the model

Normed chi-square <5 2.477

P-value >0.005 .001

CFI >.90 .990

RMSEA <.08 .062

IFI >.90 .990

TLI >.90 .981

GFI >.90 .975

NFI >.90 .984

AGFI >.90 .947

Table 4 shows that the model is a fitness model, and it has excellent indices 
based on the rule of thumb of SEM. Thus, the SEM can be applied to this model 
after checking the validity and composite reliability. Table 5 shows that the model 
has no validity issue because the AVE is greater than 0.5, and the C.R. is greater 
than 0.7 which is in line with the rule of thumb.

Table 5
Convergent and Discriminant Validity

CR AVE MSV MaxR(H) Usage Income

Usage 0.834 0.574 0.018 0.937 0.758

Income 0.970 0.890 0.018 0.980 0.133 0.943

Structural Equation Modelling 

Since there is no validity or reliability issue, the model can be tested through the 
SEM method. Figure 4 presents the hypothesised model. It is clear from the indi-
ces showed in the full-fledged SEM model presented in figure 4 that the model is 
fit, and it has excellent values. All indices follow the rule of thumb, and there is no 
violation of it at all.
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Figure 4. 
Hypothesised Model

Table 6 presents the validity of the results. The relationship between the usage 
of Islamic microfinance products and the income level is positive and statistically 
significant. The p-value is .006<.05, which indicates the relationship is statistically 
significant. The C.R is 2.736>1.96, which indicates that the relationship is strong 
and positive. Therefore, the first hypothesis (H1) is supported. Consequently, the 
more the beneficiaries use the financial products offered, the better income they 
generate.

Table 6
Regression Weights and Hypothesis decision

Estimate S.E C.R P DECISION

Usage income .360 .132 2.736 .006 Accepted (H1)

The finding presented in Table 6 is in line with several studies because provid-
ing suitable Islamic microfinance products to the poor raise their financial inclu-
sion and lead to a successful business (Hassan, 2015). An increase in microfinance 
products’ usage has a significant impact on women’s income, expenditure, health 
care, and nutrition (Mahmood et al., 2014). Microfinance’s financing modes help 
women gain shared prosperity (Othman, 2015) and reduce poverty, primarily by 
increasing their income (Al-Shami, Majid, Rashid & Hamid, 2013; Kasali, Ahmad, 
Lim, Ean & Lim, 2015; Mazumder & Lu, 2015). Microfinance empowers women 
(Tafese, 2014; Weber & Ahmad, 2014), reduce their vulnerability (Khaki & Sang-
mi, 2017), and increase their financial independence and sense of self-possession 
(Hassan & Saleem, 2017). 
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Table 7
Gender Moderation Effect

Male Female

Estimate P Estimate P Z-score

Usage income 0.713 0.087 0.29 0.034 -0.967

Based on the results indicated in Table7, gender has no moderator effect on the 
relationship between the usage of Islamic microfinance products and income level 
because the absolute value of the z-score is 0.967>0.05. Therefore, the second hy-
pothesis (H2) is not supported. Despite the fact that most Mauritanian females are 
empowered and owe more microenterprises than their counterparts males, there 
is no difference between men and women in using and benefiting from Islamic 
microfinance products.  However, this result contradicts the study of (Obaidullah, 
2008) who mentioned that women are considered the main target of Islamic mi-
crofinance institutions, and their percentages among customers are higher than 
the percentage of men inside the same institutions. This finding can be due to the 
sample size, and the nature of respondents was the percentage of men and women 
are almost the same. 

Conclusions

This study has tested the relationship between the usage of Islamic microfinance 
products and the beneficiaries’ income level. The hypothesised model showed that 
the relationship is positive and statistically significant. Therefore, the effective us-
age of Islamic microfinance products has increased the Mauritanians microentre-
preneurs’ income. However, gender has no moderator effect on the relationship in 
the model. Therefore, the hypothesis (H1) is accepted; the hypothesis (H2) is not 
supported and then rejected. Therefore, there is no difference in gender in terms of 
using Islamic microfinance products and income level.

The practitioners, policymakers, and managers of Islamic microfinance should 
adopt strategies that increase financial inclusion, especially the usage of financial 
products to improve beneficiaries’ wellbeing and reduce poverty in the country.  
It is also indispensable for microfinance managers to arrange training on how to 
use the products and services available by the microfinance institutions’ customers 
effectively to impact their lives. Increasing financial education will lead to the de-
crease of poverty in the country. Therefore, the government should take initiatives 
to enhance awareness among people about Islamic microfinance products’ role in 
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their welfare. Lowering products prices and reducing documentation required can 
increase the usage of financial products and enhance the income.

This study has used only a quantitative method; future studies can include 
qualitative methods to enhance the results’ interpretations. Among the limita-
tion of this study is the focus on only one Islamic Microfinance Institutions. Other 
studies can use several Islamic microfinance institutions together to better gener-
alize the findings.
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