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aBSTRaCT

M�crofinance can be a cr�t�cal element of an effect�ve poverty reduct�on strategy espec�ally for 
develop�ng countr�es. The serv�ces prov�ded by m�crofinance �nst�tut�ons can enable the poor to 
smoothen the�r consumpt�on, manage the�r r�sks better, bu�ld the�r assets gradually, develop the�r 
m�cro enterpr�ses, enhance the�r �ncome earn�ng capac�ty, and enjoy an �mproved qual�ty of l�fe. Th�s 
paper exam�ned the extent to wh�ch M�crofinance Inst�tut�ons (MFIs) contr�bute to poverty reduct�on 
�n Tanzan�a. Follow�ng the �nformat�on collected from both m�crofinance �nst�tut�ons and the�r cl�ents, 
�t was revealed that MFIs have changed the l�fe of poor people �n a pos�t�ve way. MFIs’ cl�ents have 
�ncreased the�r �ncomes, cap�tal �nvested and therefore expans�on of the�r bus�nesses. Desp�te these 
ach�evements �t was further observed that some cond�t�ons l�ke grace per�od for loan repayment, 
collateral and MFIs coverage have been l�m�t�ng factors for poor people to access the MFI serv�ces.

Key words: M�crofinance Inst�tut�ons, M�cro and Small Enterpr�ses, Poverty Reduct�on
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1. INTRoduCTIoN

1.1 Background Information

M�crofinance can be a cr�t�cal element of an effect�ve poverty reduct�on strategy. Improved access 
and effic�ent prov�s�on of sav�ngs, cred�t, and �nsurance fac�l�t�es �n part�cular can enable the poor to 
smooth the�r consumpt�on, manage the�r r�sks better, gradually bu�ld the�r asset base, develop the�r 
m�cro enterpr�ses, enhance the�r �ncome earn�ng capac�ty, and enjoy an �mproved qual�ty of l�fe1. 
Researchers argue that the M�crofinance Inst�tut�ons (MFIs) are useful as they 

�) reduce poverty through �ncreased �ncome and standards of l�v�ng; 

��) empower women; 

���) develop the bus�ness sector through growth potent�als, and 

�v) develop a parallel financ�al sector.2 

It �s generally accepted that w�thout permanent access to �nst�tut�onal m�crofinance, most poor 
households would cont�nue to rely on meagre self-finance or �nformal sources of m�crofinance, wh�ch 
l�m�ts the�r ab�l�ty to act�vely part�c�pate and benefit from development opportun�t�es.

The proponents of cred�t approach3 argue that people who l�ve �n develop�ng countr�es m�ght �mprove 
the�r l�v�ng standards by becom�ng m�cro entrepreneurs and that financ�al �nst�tut�ons should support 
the�r �n�t�at�ves w�th small loans. Th�s �s true because well establ�shed and susta�nable m�cro and 
small enterpr�ses �n many soc�et�es contr�bute to the growth of nat�onal �ncome, more employment 
opportun�t�es, better standard of l�v�ng and hence to the reduct�on of poverty. However, accord�ng 
to the Internat�onal F�nance Corporat�on4, 60% to 69% of the populat�on �n many Afr�can countr�es 
have no access to convent�onal financ�al �nst�tut�ons. 

Due to the decl�ne of the publ�c sector, the role of M�cro and Small Enterpr�se (MSEs) �n promot�ng 
econom�c growth and development, offer�ng �ncreased employment and reduc�ng �ncome d�spar�t�es 
has been w�dely recogn�sed5. In Tanzan�a, M�cro and Small Enterpr�ses contr�bute 12% and 34% of 
rural and urban employment respect�vely as well as up to 32% of the GDP6 

The �ncreased part�c�pat�on and contr�but�on of MSEs has led to an �ncreased need for financ�al 
serv�ces. Cred�t has been recogn�sed as one of the tools for promot�ng the development of MSEs7. 
Loans enable the �nd�v�dual member or enterpr�se to enjoy both benefits of econom�es of scale and 
those of new h�gh-value technology.8  

Recogn�s�ng the �mportance of financ�al serv�ces to MSEs, dur�ng 2000 the government of Tanzan�a 
developed the Nat�onal M�crofinance Pol�cy �n l�ne w�th the overall financ�al reforms �n�t�ated �n 
19919. The pol�cy a�ms at enabl�ng low-�ncome earners to access financ�al serv�ces. M�crofinance 
Inst�tut�ons (MFIs) have became alternat�ve sources for financ�ng MSEs �n place of Formal F�nanc�al 
Inst�tut�ons (FFIs), wh�ch regarded MSEs as too poor to save, hav�ng low borrow�ngs and carry�ng a 

1 P�l�p�nas, 2002
2 Hulme and Mosl6ey, 1996a; Hashem� et al, 1996; and Buckley, 1997
3 Yunus, 1984
4 IFC, 1994
5 Bagachwa 1994; Bendera 1997
6 Wangwe and Semboja 1997;Toroka and Wenga, 1997
7 Ch�jor�ga, 1997; Ch�jor�ga and Cass�mon, 1999
8 Grande, 1984
9 URT (2000): Nat�onal M�cro F�nance Pol�cy
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default r�sk10. The pol�cy further a�ms at ra�s�ng the �ncome of both households and enterpr�ses, by 
fac�l�tat�ng sav�ngs, payments, and �nsurance and cred�t serv�ces11

Desp�te the recogn�t�on of the dynam�c role of cred�t to small enterpr�ses, few bus�ness owners and the 
poor �n rural Tanzan�a have access to, and benefit from, the ava�lable financ�al serv�ces. MFIs act�v�t�es 
rema�n centred around urban areas. Operat�onal performance demonstrates low loan payment rates 
and the cap�tal structure reveals a h�gh dependence on donor or government fund�ng12. 

1.2 Problem Statement

The �ntroduct�on of MFIs �s seen as the best alternat�ve source of financ�al serv�ces for low �ncome 
earners �n rural areas as a means to ra�se the�r �ncome, hence reduc�ng the�r poverty level. However 
ev�dence has shown that these MFIs have l�m�ted coverage, poor organ�sat�onal structures and some 
are donor dr�ven.13 These find�ngs st�mulated research to �nvest�gate �f the coverage of MFIs �s as 
st�pulated �n the Nat�onal M�cro F�nance Pol�cy (NMFP) that �s, cover�ng small bus�ness owners and 
the poor rural populat�on.  

1.3 Research objectives

1.3.1	 General	Objective

Th�s study a�ms at find�ng out the extent to wh�ch M�crofinance Inst�tut�ons (MFIs) contr�bute to 
poverty reduct�on �n Tanzan�a, and whether they meet the object�ves of the pol�c�es that led to the�r 
establ�shment. 

1.3.2	 Specific	Objectives

The study centred on the follow�ng spec�fic aspects: 

 To assess whether MFIs d�rect the�r serv�ces to the poor populat�on and m�cro and small 
bus�nesses (part�cularly �n rural areas) and whether cond�t�ons and procedures for cred�t 
favour these target groups.

 To assess whether the customers reached by these schemes �mproved the�r general 
performance �n terms of growth, creat�on of employment and generat�on of �ncome.

1.4 Research Questions

 Do the cond�t�ons and procedures set by MFIs favour the poor and low-�ncome earner 
cl�ents? 

 Do the target groups rece�ve adequate MFIs serv�ces?

 To what extent do MFIs serv�ces contr�bute to poverty reduct�on? (Th�s means an �ncrease 

•

•

•

•

•

10 Ch�jor�ga, 2000
11 URT, 2000
12 Ch�jor�ga, 2000).
13 Ch�jor�ga M. M. (2000): “The Performance and Susta�nab�l�ty of M�cro F�nance Inst�tut�ons �n Tanzan�a.” (Work�ng Paper)
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�n MFIs’ customers’ wealth, �.e. generat�on of more �ncome, �ncrease �n �nvestments, creat�on 
of more employment opportun�t�es, etc.)

1.5 Significance of the Study

Th�s study w�ll be of benefit to MFIs, pol�cy makers, MSEs and the commun�ty at large. The study 
explores and recommends potent�al areas that MFIs need to put more efforts when del�ver�ng the�r 
serv�ces. On the other hand, pol�cy makers w�ll also benefit �n the sense that, the find�ngs prov�de 
�nformed suggest�ons on how pol�cy can be �mproved. W�th �mproved and easy to �mplement 
pol�c�es, more MSEs and the commun�ty at large w�ll be able to access and benefit from the serv�ces 
of MFIs.  
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2.0 RevIew of lITeRaTuRe oN THe IMPaCT of MICRofINaNCe

2.1 Preamble

2.1.1	 Microfinance	Institutions	(MFIs)

M�crofinance �s the prov�s�on of a broad range of financ�al serv�ces such as depos�ts, loans, payment 
serv�ces, money transfer, and �nsurance to poor and low-�ncome households and the�r m�cro 
enterpr�ses14. M�crofinance does not only cover financ�al serv�ces but also non-financ�al ass�stance 
such as tra�n�ng and bus�ness adv�ce.

The pr�nc�pal prov�ders of financ�al serv�ces to the poor and low �ncome households �n the rural and 
urban areas of Tanzan�a cons�st of l�censed commerc�al banks, reg�onal and rural un�t banks; sav�ngs 
and cred�t cooperat�ve soc�et�es; and several NGOs whose m�cro-cred�t del�very operat�ons are funded 
and supported w�th techn�cal ass�stance by �nternat�onal donors15.  

2.1.2	 Micro	and	Small	Enterprises	(MSEs)

There �s a w�de range of defin�t�ons for MSEs, but for the purpose of th�s study, a MSE �s defined as a 
product�ve act�v�ty e�ther to produce or d�str�bute goods and or serv�ces, mostly undertaken �n the 
�nformal sector. A typ�cal m�cro enterpr�se employs fewer than five workers, usually fam�ly members 
and has very l�m�ted fixed assets.

A small enterpr�se on the other hand, employs more than five workers and most of them are �n a 
formal sector w�th much h�gher fixed assets compared to m�cro enterpr�se. Accord�ng to the Small 
and Med�um Enterpr�ses Development Pol�cy16, small enterpr�ses are formal undertak�ngs engag�ng 
between 5 and 49 employees, or w�th cap�tal �nvestment rang�ng from Tshs. 5 m�ll�on to Tshs. 20 
m�ll�on17.

2.1.3	 Definition	of	Poverty

Poverty at �ts broadest level can be conce�ved as a state of depr�vat�on proh�b�t�ve of decent human 
l�fe18. Th�s �s caused by lack of resources and capab�l�t�es to acqu�re bas�c human needs as seen �n 
many, but often mutually re�nforc�ng parameters wh�ch �nclude malnutr�t�on, �gnorance, prevalence of 
d�seases, squal�d surround�ngs, h�gh �nfant, ch�ld and maternal mortal�ty, low l�fe expectancy, low per 
cap�ta �ncome, poor qual�ty hous�ng, �nadequate cloth�ng, low technolog�cal ut�l�sat�on, env�ronmental 
degradat�on, unemployment, rural-urban m�grat�on and poor commun�cat�on19.

Poverty �s caused by both �nternal and external factors. Whereas the �nternal causes can be clustered 
�nto econom�c, env�ronmental and soc�al factors, the external causes relate to �nternat�onal trade, the 
debt burden and the refugee problem. 

14 P�l�p�nas, B. S.,  (2002) Notes on M�crofinance http://www.bsp.gov.ph/arch�ve/Regulat�ons_2002/C�rculars/notes.htm
15 Randhawa and Gallardo, (2003), M�crofinance Regulat�on �n Tanzan�a, Impl�cat�ons for Development and Performance 

of the Industry, http://www.worldbank.org/afr/wps/wp51.pdf
16 SMEDP (2003)
17 URT, 2003
18 URT, 1999
19 URT(1999): Nat�onal Poverty Erad�cat�on Strategy, V�ce-Pres�dent’s Office, Dar es Salaam



5

The Contribution of Microfinance Institutions to Poverty Reduction in Tanzania

2.1.4	 Prevalence	of	Poverty	in	Tanzania

Poverty �s not un�formly d�str�buted geograph�cally or w�th�n the populat�on. D�st�nct�ons can be 
noted between rural and urban poverty, gender and along agro-ecolog�cal zones. Accord�ng to the 
Tanzan�a Household Budget Survey (HBS) of 2000/0120,  the w�dest gap �s between urban and rural 
populat�ons. At one extreme, Dar es Salaam �s substant�ally better off than the rest of the country; at 
the other, rural households are much poorer than the�r urban counterparts �n almost all respects21. 

D�fferences �n poverty between men and women are smaller than geograph�cal d�fferences. Poverty 
�s a result of many and often mutually re�nforc�ng factors �nclud�ng lack of product�ve assets to 
generate mater�al wealth, �ll�teracy, prevalence of d�seases, natural calam�t�es such as floods, drought 
and man-made calam�t�es such as wars22.

2.1.5	 Poverty	Eradication	in	Tanzania

Tanzan�a, as w�th other develop�ng countr�es, has been struggl�ng to reduce poverty. One of the 
�ntervent�ons has been the �ntroduct�on and �mplementat�on of soc�al and econom�c pol�c�es wh�ch 
address the �ssue of poverty both at nat�onal and �nd�v�dual levels. Th�s �nvolved State �ntervent�on �n 
educat�on and other soc�al serv�ces, and the creat�on of an enabl�ng env�ronment for pr�vate sector 
�nvestment �n product�ve sectors.

Dur�ng the World Soc�al Summ�t held �n Copenhagen �n 1995, Tanzan�a jo�ned other nat�ons �n the�r 
comm�tment to erad�cate poverty. Follow�ng th�s comm�tment, Tanzan�a has developed plans for 
poverty reduct�on wh�ch are outl�ned �n the Tanzania Development Vision: 2025, the National Poverty 
Eradication Strategy, Poverty Reduction Strategy Paper (2000,) and the National Strategy for Growth and 
Reduction of Poverty (2005). All these stress the �mportance of equ�table, susta�nable econom�c growth 
and �mprovement of people’s welfare23. 

The Government of Tanzan�a recogn�ses the role of the pr�vate sector �n poverty reduct�on. The pr�vate 
sector has a role of creat�ng employment opportun�t�es by �ncreas�ng �nvestments. Also, pr�vate sector 
�nvestment �n soc�al serv�ces w�ll create effect�ve and effic�ent env�ronment for poverty reduct�on.

2.1.6	 Microfinance	Policy

M�crofinance �n Tanzan�a �s one of the approaches that the government has focused �ts attent�on �n 
recent years �n pursu�t of �ts long term v�s�on of prov�d�ng susta�nable financ�al serv�ces to major�ty 
of Tanzan�an populat�on24. In Tanzan�a, before the current financ�al and bank�ng restructur�ng took 
place, most of financ�al serv�ces for rural, m�cro and small enterpr�ses were offered by the Nat�onal 
Bank of Commerce (NBC) and the Co-operat�ve and Rural Development Bank (CRDB)25.

S�nce 1991, the government has been �mplement�ng financ�al sector reforms a�med at putt�ng �n place 
a compet�t�ve, effic�ent and effect�ve financ�al system. Although the reforms have had reasonable 
success �n br�ng�ng about the growth of compet�t�ve and effic�ent ma�nstream bank�ng sector, �t 

20 URT, 2002
21 URT (2002), Household Budget Survey 2000/01, Key F�nd�ngs, Dar es Salaam http://www.tanzan�a.go.tz/hbs/Key_

F�nd�ngs_HBS_Eng.pdf
22 URT (2004) Poverty Erad�cat�on: http://www.tanzan�a.go.tz/poverty.html
23 URT (2002), Household Budget Survey 2000/01, Key F�nd�ngs, Dar es Salaam http://www.tanzan�a.go.tz/hbs/Key_

F�nd�ngs_HBS_Eng.pdf
24 Rubambey, 2001
25 Ch�jor�ga, 2000
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has not brought about �ncreased access to bas�c financ�al serv�ces by the major�ty of the Tanzan�ans, 
part�cularly those �n rural areas26.

The real�sat�on of the above shortcom�ng led to the Government’s dec�s�on to �n�t�ate del�berate act�on 
to fac�l�tate alternat�ve approaches �n the creat�on of a broad based financ�al system compr�s�ng of a 
var�ety of susta�nable �nst�tut�ons w�th w�de outreach and offer�ng d�verse financ�al products (�b�d). 
The government’s cho�ce of m�crofinance was �nfluenced by the conv�ct�on that, g�ven adequate 
attent�on, m�crofinance has the potent�al to contr�bute cons�derably to the econom�c development 
of the country because �t �s more adapted to the needs of the low-�ncome populat�on wh�ch makes 
up the major�ty of Tanzan�ans. 

2.1.7		 The	Link	Between	Micro	Finance	Institutions	and	Poverty	Alleviation

MFI schemes were �n�t�ated to meet d�fferent object�ves. The most commonly ment�oned object�ves 
�nclude: poverty allev�at�on and �mproved l�v�ng standards, offer�ng financ�ng to the poor27, women’s 
empowerment28, and the development of the bus�ness sector as a means of ach�ev�ng h�gh standards 
and reduc�ng market fa�lure29. Emp�r�cal ev�dences and surveys g�ve m�xed results on the performance 
of MFIs. In some cases debacle stor�es have been reported, yet there have been success stor�es. In 
other cases the reasons for fa�lures or successes have not been well documented.

Recent stud�es show that, l�nk�ng MFIs w�th other �ntervent�ons such as poverty allev�at�on often 
compl�cates the funct�on�ng of MFIs by push�ng them to areas not cons�dered susta�nable. Th�s 
�mpl�es that there �s a confl�ct �n measur�ng financ�al performance and poverty allev�at�on. Most of 
susta�nab�l�ty �nd�cators focus on the MFI as a profitable �nst�tut�on (loan repayment, profitab�l�ty 
and degree of subs�d�sat�on). Thus for an MFI to meet the m�crofinance best pract�ces, as g�ven by 
Consultat�ve Group to Ass�st the Poorest (CGAP), and be financ�ally susta�nable, �t has to regard �tself 
as a bus�ness venture. As a consequence of th�s and espec�ally �n the rural areas, very few people 
qual�fy for a bus�ness loan.  

2.2 Review of Studies done outside of Tanzania

Stud�es on MFIs have been conducted �n var�ous countr�es all over the world. The find�ngs from these 
stud�es are useful to new researches on m�crofinance. Some of the stud�es, wh�ch had a s�gn�ficant 
contr�but�on, �nclude the study by Mosley (2001). In h�s study on M�crofinance and Poverty �n Bol�v�a, 
Mosley assessed the �mpact of m�crofinance on poverty. The study was conducted through small 
sample surveys of four m�crofinance �nst�tut�ons, two urban and two rural, us�ng a range of poverty 
concepts such as �ncome, asset hold�ngs and d�vers�ty, and var�ous measures of vulnerab�l�ty.

All the �nst�tut�ons stud�ed had on balance, pos�t�ve �mpacts on �ncome and asset levels, w�th �ncome 
�mpacts correlat�ng negat�vely w�th �ncome on account of poor households choos�ng to �nvest �n 
low-r�sk and low-return assets. Th�s study revealed also that �n compar�son w�th other ant�-poverty 
measures, m�crofinance appears to be successful and relat�vely cheap at reduc�ng the poverty of 
those close to the poverty l�ne. However th�s was also revealed to be  �neffect�ve, by compar�son w�th 
labour-market and �nfrastructural measures, �n reduc�ng extreme poverty. The study further proposed 
act�ons that appear to be prom�s�ng for the further reduct�on of poverty �n Bol�v�a wh�ch can also be 

26 Rubambey, 2001
27 Harper et al, 1999
28 Rahman, 1999
29 Ch�jor�ga and Cass�mon 1999
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useful for other develop�ng countr�es. These act�ons �nclude stronger efforts to mob�l�se rural sav�ngs, 
removal of lower l�m�ts on loan s�ze, and the �ntroduct�on of appropr�ate �nsurance mechan�sms. 

Desp�te th�s contr�but�on, the study by Mosley30 has some weaknesses. The first problem �s on the 
sample s�ze wh�ch was only four m�crofinance �nst�tut�ons, th�s sample s�ze m�ght not be adequate 
for the general�sat�ons made above. Also the poverty concepts cons�dered excluded the number of 
employees, th�s �s very �mportant to measure, as �t �nd�cates whether the m�crofinance �nst�tut�on 
has created capac�ty to employ more people or not. 

Hassan and Renter�a-Guerrero31 made another emp�r�cal contr�but�on �n th�s area. In the�r work “The 
experience of the Grameen Bank (GB) of Bangladesh in community development”, they exam�ned the GB 
exper�ence w�th a purpose of understand�ng the essent�al elements of �ts operat�ons and the factors 
that enabled GB to reach the poor. Th�s study revealed that the GB has establ�shed �ts credent�als as an 
�nst�tut�on that a�ms at prov�d�ng cred�t to the landless and asset less poor �n rural areas. GB cred�t g�ves 
the rec�p�ents the power of ent�tlement to soc�ety’s product�ve goods and serv�ces w�th �mmed�ate 
effect, unl�ke most of the other programmes for the poor that tend to create the un�ntended negat�ve 
effect of dependency on the serv�ce prov�ders. However, �t was observed the cred�t by �tself �s an 
�nsuffic�ent factor to �mprove poverty cond�t�ons, and thus the GB devotes a substant�al amount of 
resources to the �mprovement of the soc�al wellbe�ng of �ts members. 

The GB uses an unamb�guous el�g�b�l�ty cr�ter�on wh�ch ensures that only the poor or very poor can 
part�c�pate. It mot�vates the�r cl�ents to organ�se themselves �nto groups of five l�ke-m�nded members. 
Each group elects one group leader among themselves. Every s�x groups form a “centre” wh�ch 
serves as the bas�c operat�ng un�t of the GB. It �s at the centre that weekly meet�ngs are conducted 
to openly d�scuss loan appl�cat�ons proposals and to accept weekly repayments and compulsory 
sav�ngs depos�ts. Wh�le the loans are made to �nd�v�dual members, the group as a whole �s expected 
to be respons�ble for the regular repayments of the loans of all the�r members. Th�s form of grassroots 
organ�sat�on not only promotes sol�dar�ty and part�c�pat�on among the members, at the group and 
centre levels, but also promotes mutual support and peer pressure to ensure that the loans are 
properly ut�l�zed and repayments made promptly. 

In conclud�ng the�r work, Hassan and Renter�a-Guerrero assert that the GB’s approach seems to be 
an effect�ve tool for rural poverty reduct�on desp�te m�nor cr�t�c�sm that has never g�ven alternat�ve 
solut�on for poverty allev�at�on. The programme suppl�es cred�t to �mprove the phys�cal product�ve 
capac�t�es of the poor and �n add�t�on, �t prov�des the d�sadvantaged w�th human development 
�nputs to �mprove the�r overall product�ve and l�v�ng standards. The success of the GB �s not free 
from the �nfluence of external factors. To be effect�ve and susta�nable, a cred�t del�very system also 
needs a support�ve nat�onal pol�cy framework for �t to rema�n autonomous and free from pol�t�cal 
�nfluence. Desp�te the fact that th�s work was just an exper�ence and not a research work, we accla�m 
�ts contr�but�on �n the area of m�crofinance pract�ces.

2.3  Review of Studies done in Tanzania

Recent stud�es have shown that, there are over 50 reg�stered MFIs �n Tanzan�a but the�r overall 
performance has been poor32. In her study Ch�jor�ga evaluated the performance and financ�al 
susta�nab�l�ty of MFIs �n Tanzan�a, �n terms of the overall �nst�tut�onal and organ�sat�onal strength, 

30 2001
31 1997
32 Ch�jor�ga, 2000
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cl�ent outreach, and operat�onal and financ�al performance. In the study, 28 MFIs and 194 MSEs were 
randomly selected and v�s�ted �n Dar es Salaam, Arusha, Morogoro, Mbeya and Zanz�bar reg�ons. 

The find�ngs revealed that, the overall performance of MFIs �n Tanzan�a �s poor and only few of them 
have clear object�ves, or a strong organ�sat�onal structure. It was further observed that MFIs �n Tanzan�a 
lack part�c�patory ownersh�p and many are donor dr�ven. Although cl�ent outreach �s �ncreas�ng, w�th 
branches open�ng �n almost all reg�ons of the Tanzan�an ma�nland, st�ll MFIs act�v�t�es rema�n �n and 
around urban areas. The�r operat�onal performance demonstrates low loan repayment rates and the�r 
cap�tal structures are dependant on donor or government fund�ng. 

In conclus�on, the author po�nted to low populat�on dens�ty, poor �nfrastructures and low house hold 
�ncome levels as constra�nts to the MFIs’ performance. Many of these MFIs have no clear m�ss�on and 
object�ves. Also the�r employees lack capac�ty �n cred�t management and bus�ness sk�lls. Among the 
quest�ons wh�ch ar�se out of these research find�ngs �s whether these MFIs whose performance �s 
quest�onable w�ll have any �mpact on poverty allev�at�on. 

Other stud�es on m�crof�nance serv�ces, �n Tanzan�a were carr�ed out by Kuz�lwa (2002) and stud�es on m�crof�nance serv�ces, �n Tanzan�a were carr�ed out by Kuz�lwa (2002) and 
Rweyemamu et al, (2003). Kuz�lwa exam�nes the role of cred�t �n generat�ng entrepreneur�al act�v�t�es. 
He used qual�tat�ve case stud�es w�th a sample survey of bus�nesses that ga�ned access to cred�t 
from a Tanzan�an government financ�al source. The find�ngs reveal that the output of enterpr�ses 
�ncreased follow�ng the access to the cred�t. It was further observed that the enterpr�ses whose owners 
rece�ved bus�ness tra�n�ng and adv�ce, performed better than those who d�d not rece�ve tra�n�ng. He 
recommended that an env�ronment should be created where �nformal and quas�-�nformal financ�al 
�nst�tut�ons can cont�nue to be eas�ly accessed by m�cro and small bus�nesses. 

Rweyemamu et al evaluated the performance of, and constra�nts fac�ng, sem�-formal m�crofinance 
�nst�tut�ons currently prov�d�ng cred�t �n the Mbeya and Mwanza reg�ons. The pr�mary data, wh�ch 
were supplemented, by secondary data, were collected through a formal survey of 222 farmers 
part�c�pat�ng �n the Agr�cultural Development Programme �n Mboz� and the Mwanza Women 
Development Assoc�at�on �n Ukerewe. The analys�s of th�s study revealed that the �nterest rates were 
a s�gn�ficant barr�er to the borrow�ng dec�s�on. Borrowers also c�ted problems w�th lengthy cred�t 
procurement procedures and the amount d�sbursed be�ng �nadequate. On the s�de of �nst�tut�ons, 
the study observed that both cred�t programmes exper�enced poor repayment rates, espec�ally �n 
the early years of operat�on, w�th farmers c�t�ng poor crop y�elds, low producer pr�ces and unt�mely 
acqu�s�t�on of loans as reasons for non-payment.  

It was further revealed that poor �nfrastructure of the MFIs led to h�gh transportat�on costs, wh�ch 
�ncreased the transact�on costs �n cred�t procurement, and d�sbursement and th�s ult�mately h�ndered 
the effect�veness of the cred�t programmes. Th�s happened because most of borrowers l�ved �n 
rural areas, far from cred�t offices. The coverage by Kuz�lwa was on the Nat�onal Entrepreneursh�p 
Development Fund only, wh�le Rweyemamu et als’ study was on assess�ng the m�cro-finance serv�ces 
for the agr�cultural sector only.  

From the above ev�dence the researchers found that there was a strong need to study the schemes 
ex�st�ng �n Tanzan�a and see to what extent the�r operat�ons contr�bute to poverty reduct�on �n the 
country. From of th�s study, recommendat�ons were made to pol�cy makers so as to find alternat�ves 
through wh�ch financ�al serv�ces could be offered to the low �ncome earn�ng populat�on or rather 
restructure the ex�st�ng schemes for poverty reduct�on. 
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3.0 ReSeaRCH MeTHodology aNd deSIgN

The des�gn of the methodology for th�s study was greatly �nfluenced by the works by Mosley33, Hassan 
and Renter�a-Guerrero34, Kuz�lwa35 and Rweyemamu et al36. Our research was executed �n three stages. 
In the first stage, a p�lot study was undertaken to pre-test the quest�onna�res. Th�s was followed by 
a survey, and �n the th�rd stage a case study was undertaken. The study used both quant�tat�ve and 
qual�tat�ve data. Pr�mary and secondary sources of data were also used �n th�s study. For pr�mary data 
generat�on, respondents were drawn from both MFIs and MFIs’ customers. The respondents compr�sed 
MFIs’ officers, owners/managers of enterpr�ses financed by these MFIs and other stakeholders who 
�n one form or another are �nvolved w�th m�crofinance and poverty reduct�on. 

The �nformat�on gathered from MFIs, �ncluded the d�str�but�on of the�r cl�ents (major c�t�es, towns and 
rural areas), lend�ng mechan�sms, types of cl�ents and financ�al products offered. Further �nqu�r�es 
were made on other serv�ces g�ven to supplement loans, rate of cl�ent turnover etc. From the s�de of 
the cl�ents (MSEs), the quest�ons were based on ease of access�ng loans and techn�cal support from 
the MFIs, and changes to the�r welfare as a result of the MFI loan. 

3.1  Sampling Procedures and Sample Size

The study covered four reg�ons of Tanzan�a that have a h�gh concentrat�on of MFIs. These reg�ons 
�nclude Dar es Salaam, Zanz�bar (Urban West Reg�on), Arusha and Mwanza. The d�str�but�on of surveyed 
MFIs �n the four reg�ons was as shown �n table 3.1.

Table 3.1: Sample Size distribution

Region Number of MfIs Percent

Dar es Salaam 24 64.9

Zanz�bar-Urban West 3 8.1

Mwanza 5 13.5

Arusha 5 13.5

Total 37 100.0

In these four reg�ons the study covered a total number of 352 MSEs supported by the selected MFIs. 
The MSEs were selected by random sampl�ng (us�ng the appropr�ate table).

3.2 data Collection and Instruments

The study employed d�fferent methods of data collect�on, whereby both pr�mary and secondary 
data were collected. Quest�onna�res were adm�n�stered to both MFIs and MSEs to collect the pr�mary 
data. In add�t�on to th�s method, �nterv�ews were conducted �n order to gather relevant add�t�onal 
�nformat�on. 

The study also used secondary data, and the ma�n sources were var�ous offic�al documents and reports 

33 2001
34 1997
35 2002
36 2003
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relevant to the research problem. Other sources of secondary data were the M�n�stry of F�nance, the 
l�brary of the Un�vers�ty of Dar es Salaam, the Demograph�c Un�t of Un�vers�ty of Dar es Salaam, and 
the Nat�onal Bureau of Stat�st�cs. Quest�onna�res were first adm�n�stered to few respondents from 
both MFIs and MSEs as a pre-test and appropr�ate adjustments were made.

3.3 data analysis

The descr�pt�ve and stat�st�cal analys�s was conducted bas�ng on data and �nformat�on collected 
from pr�mary and secondary sources on both MFIs and MSEs. The �nformat�on analysed on MFIs 
�ncluded general profile, cl�ents’ outreach and the market, product and serv�ces prov�ded, �mpact 
assessment, and future plan and constra�nts. On the s�de of MSEs, the �ssues analysed �ncluded 
general profile, types of serv�ces rece�ved from MFIs, cond�t�ons for serv�ce access�b�l�ty, and future 
plan and constra�nts for growth. 

Quant�tat�ve data were analysed us�ng the Stat�st�cal Package for Soc�al Sc�ence (SPSS) software to 
compute percentages, tabulat�on and cross-tabulat�on of responses. SPSS was chosen because �t can 
take data from almost any type of file and use them to generate tabulated reports, charts, perform 
descr�pt�ve stat�st�cs and conduct complex stat�st�cal analyses. 
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4.0 ReSeaRCH fINdINgS aNd oBSeRvaTIoNS

Th�s sect�on covers the general profile of MFIs and MSEs, types of cl�ents, market outreach and types 
of serv�ces prov�ded by MFIs. It also presents the find�ngs of MFIs �mpact assessment, cond�t�ons for 
serv�ce access�b�l�ty and the contr�but�on of MFIs to poverty reduct�on. Furthermore, the find�ngs of the 
case study of Promot�on of Rural In�t�at�ve and Development Enterpr�se PRIDE Tanzan�a L�m�ted (PRIDE 
Tz) wh�ch was conducted to get more �ns�ghts of m�crofinance contr�but�on to poverty reduct�on are 
presented. The chapter concludes by g�v�ng the summary and �mpl�cat�on of the results. 

4.1 general Profile of MfIs and MSes

4.1.1	 Types	of	MFIs	Surveyed	and	Lending	Methodologies	Used

The study covered var�ous types of MFIs, wh�ch range from merger, self finance/�nformal sources of 
finance to formal sources l�ke cred�t/sav�ngs �nst�tut�ons, m�crofinance bank, and pr�vate commerc�al 
banks. Among the surveyed �nst�tut�ons the major�ty (43.2%) were cred�t and sav�ngs �nst�tut�ons, 
18.9% cred�t only (not-for-profit organ�sat�ons), 8.7% m�crofinance banks and 5.4% pr�vate banks. The 
survey also �ncluded some other �nst�tut�ons such as fa�th-based organ�sat�ons, the Pres�dent�al fund, 
parastatal organ�sat�ons and government �nst�tut�ons support�ng MSEs (23.8%).

The find�ngs revealed that, MFIs used var�ous lend�ng mechan�sms. Some of these observed �ncluded 
“sol�dar�ty group” (�nd�v�dual lend�ng w�th cross guarantorsh�p), �nd�v�dual lend�ng, and v�llage bank 
lend�ng. Dur�ng the survey �t was observed that the most used method was sol�dar�ty group, w�th 
�nd�v�dual lend�ng and v�llage bank lend�ng supplement�ng the sol�dar�ty group method.

4.1.2	 Profile	of	the	MSEs

Both urban and rural MSEs were covered. The major�ty (98%) were located �n c�t�es and towns 
compared to 2% located �n rural areas. MSEs covered were those establ�shed between 1980 and 2003. 
Most of them (64.7%) were establ�shed by cap�tal obta�ned from other sources and later rece�ved a loan 
from a MFI. Few of them, 35.3%, were establ�shed through cap�tal from a MFI. Among the surveyed 
MSEs, 59.8% were formal reg�stered enterpr�ses and 40.2% unreg�stered ones. It was further observed 
that most of the surveyed MFIs (73.5%) started m�crofinance operat�ons between 1990 and 2001.

4.2 Types of Clients and Market outreach

The find�ngs show that most of cl�ents served by MFIs were �n the �nformal sector as shown �n Table 
4.1. Among the surveyed MFIs, 89.7% dealt w�th �nformal/unreg�stered bus�nesses w�th less than 5 
employees, wh�le 34.8% of MFIs dealt w�th reg�stered bus�ness and only 17.4% of MFIs dealt w�th 
reg�stered bus�nesses w�th more than 5 employees.

Table 4.1:  Status of MfIs’  Clients  

Types of Clients MfIs’ Coverage

Informal Sector/Unreg�stered bus�nesses 89.7%

Reg�stered Bus�nesses w�th less than 5 employees 34.8%

Reg�stered Bus�nesses w�th more than 5 employees 17.4%

Source: F�eld data
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Most of the MFIs concentrated the�r act�v�t�es �n e�ther town centres or major c�t�es. On average �t 
was observed that 37.6% of MFIs operat�ons are based �n major c�t�es, 48.0% �n town centres and only 
14.4% of MFIs are based �n rural areas. The poor state of the phys�cal �nfrastructure was an obstacle 
�n reach�ng remote areas. 

4.3 Types of Services Provided by MfIs

The survey revealed that, MFIs prov�de two types of serv�ces: financ�al serv�ces and non-financ�al 
serv�ces. The financ�al serv�ces prov�ded by MFIs are ma�nly �n the form of loans and sav�ngs. 89.3% 
of MFIs offer short-term work�ng cap�tal loans, of wh�ch 56% offer an �nvestment loan of more than 
one year’s durat�on �n add�t�on to the work�ng cap�tal and 33.3% offer d�fferent types of loans. None 
of the MFIs offered �nsurance serv�ces.

The non-financ�al serv�ces prov�ded by MFIs are bus�ness adv�ce and bus�ness tra�n�ng. Of the 37 
MFIs surveyed, 16 (43.2%) offered bus�ness adv�sory serv�ces to the�r cl�ents, of wh�ch only 12 offer 
�n add�t�on bus�ness tra�n�ng to the�r cl�ents. However, �t was observed that, the tra�ners were not 
experts or pract�t�oners �n small bus�ness operat�ons; they were only cred�t officers.

On the other hand the results revealed that only 17.8% of surveyed MSEs have rece�ved bus�ness 
and entrepreneur�al tra�n�ng (Table 4.2). In add�t�on, the find�ngs showed that the major�ty (41.8%) of 
the respondents who rece�ved bus�ness and entrepreneur�al tra�n�ng had ord�nary level secondary 
educat�on (Append�x C, Table 8).

Few cl�ents accessed the techn�cal support offered by MFIs. Out of the 352 surveyed MSEs only 
38.7% rece�ved techn�cal support (Table 4.2). The results further revealed that the major�ty (43.4%) 
of cl�ents who rece�ved techn�cal support had atta�ned an ord�nary level of secondary educat�on 
(Append�x C, Table 7). 

Table 4.2:  Percentage of Clients who attended Business Training and Received Technical  
 advice

Cl�ent attended any bus�ness or entrepreneur tra�n�ng

Yes 17.8%

No 82.2%

Total 100%

Cl�ent rece�ved any techn�cal support from MFIs

Yes 38.7%

No 61.3%

Total 100%

Source: F�eld data

Of those cl�ents who had rece�ved techn�cal support, 21.5% were cl�ents of PRIDE Tanzan�a. Another 
�nst�tut�on wh�ch offered techn�cal support was SIDO, w�th 11.5% respondents rece�v�ng techn�cal 
support. Benefic�ar�es of other �nst�tut�ons had rece�ved techn�cal support but at a very m�n�mal 
percentage (Append�x A, Table 1). The pre-loan tra�n�ng offered by most of MFIs was not cons�dered 
as techn�cal support tra�n�ng by most MSE owners.
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4.4 Impact assessment by MfIs 

Of the 37 MFIs surveyed, 75.8% conduct an �mpact assessment of the�r serv�ces on cl�ents’ act�v�t�es 
and performance. The methods that are commonly used to measure �mpact �nclude assessment 
on loan appl�cat�on, �nd�v�dual cl�ent �nterv�ews, and staff/loan officer observat�ons. The �mportant 
factors that MFIs cons�der �n measur�ng �mpact are job creat�on, bus�ness profitab�l�ty, change �n 
bus�ness assets, and product/bus�ness d�vers�ficat�on. The reasons for assess�ng the �mpact of the 
serv�ces �nclude whether cl�ents are meet�ng the�r object�ves, to prov�de cl�ent level �nformat�on for 
manager�al dec�s�ons, and to chart the way forward.

4.5 Conditions for Service accessibility

It was observed that most MFIs use sol�dar�ty groups as a methodology for �ssu�ng small loans wh�le 
collateral �s demanded for cl�ents who seek b�g loans. The defin�t�on of small and b�g loans var�es 
from one MFI to another, however, for many MFIs, loans start from Tshs. 50,000 (about UD$50, wh�ch 
was also close to statutory monthly m�n�mum wage at the t�me of th�s study). Any amount greater 
than Tshs. 500,000, (about US$500), �s regarded as a large loan. A new cl�ent �s requ�red to start w�th 
a small loan and after repayment of th�s loan the cl�ent graduates to rece�v�ng the next h�gher loan 
amount. Th�s process has been observed to be a l�m�t�ng factor, espec�ally for new cl�ents who seek 
large loans. 

Among the 352 cl�ents surveyed, 52.6 % had appl�ed for b�g loans and had to offer collateral to secure 
the loans. Th�s cond�t�on had h�ndered some small bus�ness owners from access�ng large loans and 
wh�ch lead to the�r be�ng unable to expand the�r bus�ness. The k�nd of collaterals requ�red �nclude 
houses, cars and some expens�ve durable assets l�ke TV and refr�gerators, wh�ch most low �ncome 
earners cannot afford.

4.6 MfIs’ Contribution to Poverty Reduction

4.6.1	 Micro	and	Small	Enterprises	Achievements

To a large extent MFIs operat�ng �n Tanzan�a have brought about pos�t�ve changes �n the standards 
of l�fe of the cl�ents who rece�ved MFI serv�ces. 81.3% of the surveyed MSEs revealed that the�r profit 
had �ncreased after rece�v�ng the loan. Most of the cl�ents (54.6%) who exper�enced an �ncrease �n 
profit after rece�v�ng the loan were �n the age group of 25 to 39 years (Append�x B, Table 5). W�th 
regard to the level of educat�on, the major�ty, 37.6% of respondents who had ach�eved a pos�t�ve 
change �n the�r profit after the loan had atta�ned an ord�nary level of secondary educat�on (Append�x 
C, Table 5).

A t-test was conducted to test �f there was any s�gn�ficant d�fference �n employment status before and 
after rece�v�ng the loan. Results of the test revealed that there was a s�gn�ficant d�fference (p = 0.00) 
between before and after rece�v�ng the loans. The value of t-test was pos�t�ve (Table 4.3), �nd�cates 
that, the number of employees �ncreased. These results suggest that MFIs ass�sted the�r cl�ents to 
create more employment opportun�t�es. 
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Table 4.3: t-Statistic Test for Total employees after and Before loan

Mean Std. deviation Std. error Mean t df. Sig. (p)

1.42 2.992 0.220 6.463 184 0

Source: F�eld data

4.6.2	 Constraints	and	Future	Prospects	of	MSEs

Regard�ng future prospects, 83.5% of surveyed MSEs �nd�cated plans to expand the�r bus�ness �n 
the future, of wh�ch the major�ty (98.3%) ment�oned MFIs to be the�r prospect�ve source of cap�tal. 
Desp�te the ach�evements, MFIs’ cl�ents urged MFIs to make �mprovements l�ke �mprov�ng the tra�n�ng/
techn�cal adv�ce, �ncreas�ng t�me for repayment and grace per�od, and reduc�ng �nterest rates. It was 
further observed that most (54.8%) of these cl�ents who w�shed to expand the�r bus�ness �n the future 
were �n the age group of 25 to 39 years (Append�x B, Table 7). Also a s�gn�ficant proport�on (44.7%) of 
these respondents had completed an ord�nary level of secondary educat�on (Append�x C, Table 7).

W�th regard to the constra�nts �n runn�ng a bus�ness, 92.5% of respondents cumulat�vely po�nted 
out lack of cont�nued bus�ness support and tra�n�ng as the major constra�nt (Table 4.4). Even w�th 
the tra�n�ng prov�ded by MFIs �n some cases, �t d�d not meet expectat�ons of rec�p�ents. As the case 
of one MFI, PRIDE Tz: 

“The pre-loan training normally aims at familiarising the clients with the PRIDE’s loan terms and 
conditions”.37 

Table 4.4: lack of Business Support and Training as a Constraint 

Response Percent

Very ser�ous constra�nt 15.3

Ser�ous constra�nt 27.5

Constra�nt 29.0

Part�al constra�nt 20.8

No constra�nt at all 7.5

Total 100.0

Source: F�eld Data

The loan amount and t�me of repayment were also observed to be add�t�onal problems. 52.6% of the 
cl�ents reported that the financ�al support they rece�ved was not effect�ve �n terms of the amount 
and t�me frame for repayment. The grace per�od of only one week was cons�dered to be too short.

Generally, cl�ents felt that some cond�t�ons, �nclud�ng �nterest rate set by MFIs, d�d not favour low-
�ncome earners. The �nterest rates were cla�med to be too h�gh up to 48% per year and where �nterest 
rate was moderate, there were other non-refundable fees to pay before secur�ng the loan. Among 
the 352 cl�ents surveyed, 93.8% argued that the �nterest rate and loan amount were constra�nts to 
the�r bus�nesses. All these constra�nts made �t d�fficult for MSEs to generate enough profit for rap�d 
growth. 

37 Interv�ew w�th PRIDE offic�al
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4.7 Case study of PRIde Tanzania limited

Th�s case study was ma�nly a�med at prov�d�ng �ns�ghts �nto the operat�on of MFIs �n Tanzan�a. PRIDE Tz 
was chosen because �t �s cons�dered to be among the MFIs w�th the best pract�ces for adm�n�ster�ng 
m�crofinance serv�ces. Interv�ews were conducted w�th PRIDE managers as well as employees. In 
add�t�on PRIDE Tz cl�ents were also �nterv�ewed to ga�n more �ns�ghts on how PRIDE Tz had ass�sted 
them to ra�se the�r �ncome and expand the�r bus�ness act�v�t�es.

4.7.1	 Profile	of	PRIDE	Tz

PRIDE Tz �s a non-governmental organ�sat�on (NGO) wh�ch was �ncorporated on 5th May 1993 under 
Chap 212 as a company l�m�ted by guarantee w�thout share ownersh�p. It started p�lot�ng m�cro 
finance operat�ons �n January 1994 w�th one branch �n Arusha. The management and techn�cal 
ass�stance of PRIDE Tz �s prov�ded by PRIDE Management Serv�ces L�m�ted Afr�ca, wh�ch �s based �n 
Na�rob�, Kenya.

The ma�n object�ve �s to prov�de financ�al serv�ces to the low �ncome entrepreneurs �n Tanzan�a, and 
th�s �s �n l�ne w�th �ts m�ss�on statement. The m�ss�on of PRIDE Tz �s to create a susta�nable financ�al and 
�nformat�on serv�ces network for small and m�cro-entrepreneurs �n order to promote the�r bus�ness 
growth, enhance the�r �ncome and create employment38.

S�nce �ts �ncept�on PRIDE Tz has been financed ma�nly by grants from the Norweg�an Agency for 
Development Cooperat�on, NORAD, through a b�lateral agreement between the government of 
Norway and the Government of Tanzan�a. Late �n 2000 the programme rece�ved further fund�ng from 
the Swed�sh Development Cooperat�on Agency, SIDA, to cover shortfalls �n �ts loan fund requ�rements. 
Other sources of funds are obta�ned from Helen Keller Internat�onal, Plan Internat�onal, Br�t�sh Counc�l 
/DFID, and the P.C. Cornell Trust.

PRIDE Tz’s m�cro lend�ng operat�ons started w�th a two year p�lot phase �n Arusha. The p�lot phase 
also �nvolved two other branches located �n Tanga and Dar es Salaam. After the successful p�lot 
phase the programme entered an expans�on phase, wh�ch a�med at establ�sh�ng a countryw�de 
branch network. The target benefic�ar�es of PRIDE Tz are both men and women who are poor, but 
econom�cally act�ve. There �s no cl�ent spec�fic target�ng. The ma�n serv�ce offered by PRIDE Tz �s the 
prov�s�on of m�cro loans to m�cro and small enterpr�ses (MSEs).

PRIDE Tz �s currently operat�ng w�th a network of 26 branches countryw�de, and has outreach of over 
63,000 cl�ents39. Reg�ons w�th PRIDE Tz branches are: Arusha, Tanga, Dar es Salaam, Mosh�, Dodoma, 
Morogoro, Ir�nga, Mwanza, Sh�nyanga, Mbeya, Mara, Tabora, K�goma, S�ng�da and Ruvuma. PRIDE has 
a branch �n Zanz�bar as well. The ma�n four reg�onal centers of PRIDE Tz are Arusha (Northern), Dar es 
Salaam (Eastern and Central), Mwanza (Lake) and Dodoma (Central and Western).

4.7.2	 PRIDE	Tz’s	Lending	Methodology

PRIDE Tz’s lend�ng methodology �s based on the sol�dar�ty group lend�ng model adopted from the 
Grameen Bank model operat�ng �n Bangladesh. Under th�s model, loan appl�cants have to form a 
self-selected group of five people �n order to qual�fy for a loan.

PRIDE Tz adopted th�s model due to �ts success �n Bangladesh �n reach�ng the poor and cover�ng 
�ts operat�onal costs. Some mod�ficat�ons were made to th�s model so that �t could su�t the context 

38 PRIDE Tz Newsletter, 2002
39 Message from PRIDE Tz General Manager on the 10th PTZ Ann�versary, June 2004
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of Tanzan�a. Such mod�ficat�ons �nclude the target benefic�ar�es and areas of operat�ons. PRIDE Tz 
operates �n reg�onal centres and targets econom�cally poor people runn�ng m�cro and small scale 
enterpr�ses (MSEs). The follow�ng are the lend�ng cond�t�ons, terms and procedures of PRIDE Tz.

4.7.2.1 Formation of a Group

PRIDE Tz requ�res loan appl�cants to form a group of self-selected five members for guarantee purposes. 
The group�ng �s normally made at two levels. At the lower level there �s a group of five cl�ents called 
an Enterpr�se Group (EG). The second level of group�ng �s normally made up of ten EGs to form one 
b�g group of fifty cl�ents called a Market Enterpr�se Comm�ttee (MEC). Cl�ents are requ�red to form a 
group of five self selected members as a prerequ�s�te for loan cons�derat�on because they guarantee 
each other �n the�r respect�ve groups. Also �n the case of default, �t �s even eas�er to make a follow up, 
s�nce each group member knows each other better than the lender.

The MEC meets once a week for repayment purposes. An EG �s composed of a cha�rperson and a 
secretary who are elected by group members. The MEC on the other hand �s led by an Execut�ve 
Comm�ttee compr�sed of ten members, two from each EG. The�r pr�mary task �s to follow up whenever 
repayment problems ar�se and bu�ld sol�dar�ty amongst the group.

4.7.2.2 Training	

Before the d�sbursement of the first loan, PRIDE Tz’s new cl�ents who are �n an MEC group have to 
attend a one hour pre-loan weekly tra�n�ng for the first four weeks. The pre-loan tra�n�ng normally 
a�ms at fam�l�ar�s�ng the cl�ents w�th PRIDE Tz’s loan terms and cond�t�ons. Dur�ng the tra�n�ng the 
cl�ents have to pay a reg�strat�on fee of Tshs 1,200 each. In add�t�on the cl�ents are requ�red to pay a 
Tshs 1,500/= per week to the Loan Insurance Fund (LIF). Th�s LIF contr�but�on �s refundable once a 
cl�ent dec�des to qu�t the programme.

An or�entat�on �s made w�th�n the first four weeks of the pre-loan tra�n�ng where the new MEC and 
EG group members v�s�t each other’s place of bus�ness and res�dence to learn about w�th each other. 
Th�s �s necessary as the EG and MEC groups serve as the second and th�rd party guarantor respect�vely 
(after the �nd�v�dual rec�p�ent of the loan).

4.7.2.3 Loan Application and Approval

When a new cl�ent jo�ns a group of five members and after hav�ng met all the bas�c requ�rements such 
as attend�ng a tra�n�ng and pay�ng both reg�strat�on fee and the LIF of Tshs 1,200 (about US$1.2) and 
9,000 (about US$9) for the first s�x weeks respect�vely, he/she becomes el�g�ble to apply for the first 
loan of Tshs 50,000 (US$ 50). Th�s �mpl�es that, on the fifth week, the appra�sal of the first loan appl�cant 
�s done and on the s�xth week the first loan �s �ssued. In other words, �t takes s�x weeks before a new 
cl�ent gets the loan. Ex�st�ng cl�ents may apply for a loan after a successful repayment of the prev�ous 
loan. Normally a cl�ent graduates from lower to h�gher stages of loan s�ze. Th�s �s done to mot�vate 
the cl�ents to have a good repayment behav�our �n order to move to a h�gher loan s�ze.

Loan approval �s done by the EG before seek�ng the approval of all MEC group members under the 
superv�s�on of the PRIDE Tz cred�t officer. Loan approval �s normally determ�ned by the performance 
of the bus�ness and the repayment behav�our of the cl�ent. If a meet�ng �s scheduled spec�fically 
for approv�ng a loan and one member of the MEC group fa�ls to attend a meet�ng, the loan �s not  
d�sbursed at that meet�ng. Th�s �s based on the reason that the fellow group members of the loan 
appl�cant are h�s/her guarantors; hence the�r absence delays the whole process of loan approval. 
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4.7.2.4 Weekly Meetings and Repayment

PRIDE Tz requ�res �ts cl�ents to attend weekly meet�ngs �n the branch offices. Weekly meet�ngs 
const�tute the d�scuss�on of the loan appl�cat�on and approval, the loan repayment and payment 
of LIF, and normally take one hour. When one or more cl�ents �n a MEC group fa�l to repay the loan 
accord�ng to agreed �nstalments, the whole MEC group �s stalled unt�l the money �s ra�sed. Th�s �s a 
techn�que for pressur�z�ng the cl�ents to repay the loan �nstalments on t�me.

4.7.2.5 Interest Rates and Repayment Period

PRIDE Tz has e�ght loan cycles through wh�ch a cl�ent may graduate from small loan to a larger one. 
The �nterest charged var�es w�th the s�ze of the loan. Larger loans attract lower �nterest rates and v�ce 
versa. Interest rates range from 24% to 30% per annum. Loans offered by PRIDE Tz are ma�nly �n the 
form of short-term work�ng cap�tal. Few �nvestment loans of less than one year matur�ty are offered. 
Immovable property �s used as collateral (e.g. house or land). The loans wh�ch requ�re collateral are 
Tshs 3 m�ll�on (US$3,000) to Tshs 5 m�ll�on (US$5,000). These loans requ�re collateral because a member 
m�ght d�sappear after rece�v�ng the loan. The type of collateral depends on the MEC’s dec�s�on. PRIDE 
Tz �n th�s case acts as the custod�an of that collateral. The repayment per�od ranges from s�x months 
for smaller loans to twelve months for large loans.

4.7.2.6 Loan Size

The PRIDE Tz loan s�zes ranges from Tshs 50,000 (about US$50) to Tshs 5,000,000 (about US$5,000) 
as shown �n Table 4.5. The current loan s�zes were rev�ewed �n 1996. Prev�ously, the m�n�mum and 
max�mum loan s�zes were Tshs 50,000 and Tshs 600,000 respect�vely. The h�gher loan s�zes have been 
rev�ewed upwards overt�me wh�le the m�n�mum loan s�ze has not been rev�ewed s�nce �ncept�on 
of the programme.

Table 4.5 Classification and weekly Repayment of PRIde Tz loans

No. of 
loan

loan amount
Tshs

weekly 
Repayment

Tshs

loan Insurance 
fund (lIf)

Tshs

Total weekly 
Repayment

Tshs

1 50,000 2,300 1,500 3,800

2 150,000 5,400 1,500 6,900

3 300,000 9,300 1,500 10,800

4 500,000 14,000 1,500 15,500

5 1,000,000 27,100 1,500 28,600

6 2,000,000 51,100 1,500 52,600

7 3,000,000 52,700 1,500 54,200

8 5,000,000 69,500 1,500 71,000

Note: Approx�mately Tshs. 1,000 = US$ 1

Source: PRIDE Tz records, 2003
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4.7.3	 Performance	of	PRIDE	Tz

Generally, the performance of PRIDE Tz �s regarded as good. Table 4.6 below demonstrates the 
h�stor�cal performance of PRIDE Tz from 1996 to June 2004.

Accord�ng to the Consultat�ve Group to Ass�st the Poorest (CGAP) MFIs Best Pract�ce (2001), an MFI �s 
sa�d to have a good performance �f �t has atta�ned among other th�ngs, a m�n�mum annual repayment 
rate of 95%, 154 cl�ents per staff member and at least 88.8% operat�onal self-suffic�ency.

Referr�ng to Table 4.6 PRIDE Tz has managed to ma�nta�n an �mpress�ve annual repayment rate of 
100% from 1996 to 2000. There was a sl�ght decrease �n the repayment rate from 100% �n year 2000 to 
99.8%, 98.9%, 99.8% and 99% �n 2001, 2002, 2003 and 2004 respect�vely. The decl�ne was �dent�fied as 
be�ng due to problems such as soc�o-econom�c and harassment from local government author�t�es 
(the major�ty of MSE owners operate �n undes�gnated prem�ses and often have the�r bus�nesses 
demol�shed by these author�t�es). 

Table 4.6 PRIde Tz’s Performance in Terms of Client outreach and loan Portfolio

Performance 
Indicator 1996 1997 1998 1999 2000 2001 2002 2003 2004

Number of 
Branches 8 13 22 22 22 22 21 24 26

Number of 
outlets - - - 23 3 3 3 5 5

Number of 
Clients 6,506 14,600 24,156 38,177 48,605 50,522 56,228 59,566 63,000<

Repayment 
Rate 100% 100% 100% 100% 100% 99.8% 99.89% 99.8% 99%

loan 
disbursed 
(Tshs M)

461 1,769 3,885 6,954 8,236 11,019 - 17,000 -

Self- 
sufficiency 29.8% 53% 61.5% 82.3% 90% 100% - - 100%

Number of 
staff 61 102 144 185 225 232 236 250 264

Clients per 
Staff 107 143 168 206 216 217 238 238 238

Key: - = Data not ava�lable

Source: PRIDE Tz records, 2003/2004

Operat�onal self-suffic�ency �s referred to as the degree to wh�ch operat�ng �ncome covers operat�ng 
expenses. PRIDE Tz’s operat�onal self-suffic�ency was very low (29.6%) �n 1996. However �t started to 
�ncrease from 53% �n 1997 to 100% �n 2001. The �ncreas�ng trend was due to the �ncreased operat�ng 
�ncome wh�ch �s partly contr�buted by �nterest from the loan. 

The number of cl�ents per staff member �n PRIDE Tz as shown �n Table 4.6 �ncreased from 107 �n 1996 
to 216 �n 2001, above the m�n�mum requ�rement of CGAP wh�ch �s 154 cl�ents per staff member. The 
d�sadvantage of many cl�ents per staff member �s fa�lure to mon�tor and superv�se them effect�vely. 
Desp�te th�s shortcom�ng, PRIDE Tz has managed to reach a large number of cl�ents �n the country 
by �ncreas�ng the number of branches �n var�ous reg�ons �n Tanzan�a, mak�ng �t one of the few MFIs 
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wh�ch covers large parts of the country.

The success of PRIDE Tz �n reach�ng a large number of cl�ents wh�le ach�ev�ng operat�onal susta�nab�l�ty 
�s expla�ned by excellent management team, use of the Grameen Bank model, fund�ng from external 
donors and management support from exper�ences of PRIDE Afr�ca.

4.7.4	 Experiences	of	MSEs	Supported	by	PRIDE	Tz

Further d�scuss�ons were conducted w�th 18 PRIDE Tz cl�ents to get more �nformat�on on how PRIDE 
Tz ass�sted the�r MSEs. The respondents had MSEs wh�ch operated �n d�fferent types of bus�nesses 
(Table 4.7). Of these �nterv�ewed respondents 44.4% were male and 55.6% were female. In add�t�on 
to the �nd�v�dual �nterv�ew, a focus group d�scuss�on was conducted to obta�n v�ews of cl�ents as a 
group. Th�s subsect�on presents the find�ngs of the �nterv�ew and focus group d�scuss�on of MSEs 
supported by PRIDE Tz.

Table 4.7: Types of Business of PRIde Tz Clients 

Type of Business Percent

Restaurant and Bar 22.1

Grocery 16.7

An�mal Husbandry 16.7

“Mama L�she” (food vend�ng) 27.8

Carpentry 5.6

Ta�lor�ng 11.1

Total 100.0

Source: F�eld Survey

4.7.4.1 Overcoming the Problem of Collateral

The benefic�ar�es of MFIs are poor people who engage themselves �n m�cro or small scale bus�ness. 
Most of them have low value assets thus l�m�t�ng the�r access to cred�t �n formal financ�al �nst�tut�ons 
such as commerc�al banks, wh�ch requ�re them to pledge collateral. These cond�t�ons for borrow�ng 
under �nd�v�dual lend�ng mechan�sm are str�ct for major�ty of poor people than for those �n the 
group lend�ng model.

The format�on of groups helps a number of poor people to get access to cred�t from MFIs than 
borrow�ng as �nd�v�duals from commerc�al banks (�.e. group lend�ng guarantees each other). Those 
who are st�ll at low stages of bus�ness growth find �t easy to borrow �n groups. Th�s also makes �t 
eas�er for MFIs to reach as many people as poss�ble. In an �nterv�ew w�th some cl�ents �t was revealed 
that the group lend�ng mechan�sm was good for people who are st�ll �n the early stages of bus�ness 
growth and do not have any other alternat�ve source of �ncome to rely on. Others have been able to 
reg�ster the�r bus�nesses, to open new bus�nesses and to �ncrease the cap�tal of the�r bus�ness.

4.7.4.2 Building Business Relationships 

Gett�ng MSEs together dur�ng regular meet�ngs helps them exchange bus�ness �deas, techn�ques 
and exper�ence from each other. PRIDE Tz cl�ents meet weekly for repayment purposes. Dur�ng the 
meet�ngs, borrowers �nteract w�th each other and d�scuss var�ous bus�ness �deas, challenges ahead 
and var�ous bus�ness techn�ques necessary to capture customers. 
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4.7.4.3 Building the Savings Culture 

PRIDE Tz requ�res cl�ents to pay Tshs 1,500/= each week as compulsory sav�ngs. These compulsory 
sav�ngs are for the Loan Insurance Fund (LIF). Accord�ng to the terms and cond�t�ons of PRIDE Tz’s 
loan del�very, once a cl�ent �s reg�stered as a member, he/she has to pay weekly sav�ngs unt�l he/she 
qu�ts the programme. When a cl�ent dec�des to qu�t the programme all the accumulated sav�ngs 
are refunded.

It �s also �mportant to note that even those who rema�n as cl�ents of PRIDE Tz benefit from th�s 
procedure because the sav�ngs help them expand the�r work�ng cap�tal. Also compulsory sav�ngs 
bu�lds the tendency for sav�ng among poor people such as owners of MSEs. The LIF prov�des a bonus 
wh�ch �s g�ven to the cl�ents. The amount of the bonus depends on the market rate of sav�ngs. There 
�s no �nterest earn�ng �n those sav�ngs apart from the bonus.

4.7.4.4  Income Increment and Business Expansion

All cl�ents consulted declared that loans have �ncreased the�r �ncome �n many d�fferent ways. PRIDE 
Tz prov�des work�ng cap�tal loans, and us�ng these loans, they were able to �nvest �n the�r bus�nesses, 
make profit and expand/open new bus�nesses. Expla�n�ng the advantage of the loan ava�lable, one 
PRIDE Tz cl�ent sa�d:

“The money I got from PRIDE Tz has assisted me to expand the restaurant and to open a new hotel business.  
I am now returning the loan of 1,000,000/= Tshs and I believe I will keep on expanding”

Generally, product�on has �ncreased. Cl�ents stated that the loans have ass�sted them �n �ncreas�ng 
product�on wh�ch �n turn �ncreased the�r �ncome and led to the expans�on of bus�nesses.

4.7.4.5 Employment

An �ncrease �n �ncome �s not automat�cally related to an �ncrease �n the number of employees. 
Cl�ents expla�ned that an �ncrease �n the number of employees depends on many factors and not 
�ncome only. Most cl�ents st�ll have reta�ned the same number of employees as when they started 
access�ng MFI’s serv�ces. Expla�n�ng why there �s no an �ncrement �n the number of employees, one 
respondent sa�d that:

“I run this business as a family business, my children are enough in assisting me in the business and so 
there is no need of increasing employees.  I will think of doing that may be when I am in a stage of getting 
3,000,000/= Tshs, but not now.  And by then I will have to open another business.”

Although th�s cl�ent had not employed someone outs�de of the fam�ly, the observat�on that some 
of the fam�ly members ass�st �s an �nd�cat�on of employment creat�on.

4.7.4.6 Capital Invested

When asked to compare the�r cap�tal when they started bus�ness and after access�ng PRIDE serv�ces, 
cl�ents reported to have �ncreased the�r cap�tal compared to before they rece�ved the loan. It was 
revealed that other cl�ents of PRIDE Tz are also cl�ents of other financ�al �nst�tut�ons. When asked 
about that one cl�ent sa�d:

“PRIDE Tz is assisting me in this one business but I have to find other sources of financing other business so 
that every business can have its own source of finance. Capital of my business has risen from 2,000,000/= 
to 3,500,000/= Tshs because of getting loan from various institutions, I am also a beneficiary of Akiba 
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Commercial Bank and Trust Bank.”

figure 4.1: evidence of Successful PRIde Tz Clients

Anna Setoko, Gra�n Trader, Arusha, Tanzan�a

Anna Setoko was 24, when her husband d�ed. She was left w�th e�ght dependants and a small ma�ze 
plantat�on, but not enough money to clothe her ch�ldren, let alone buy seeds for her shamba. Today 
Anna has moved �nto wholesale trad�ng and has a flour�sh�ng bus�ness sell�ng ma�ze to traders �n 
Arusha’s ma�n market. She also runs a small bar �n Mereran�, a m�n�ng town 50 km north of Arusha 
where she spends half her t�me, leav�ng an employee to run her bus�ness �n Arusha. Anna, a nat�ve 
Maasa� from northern Tanzan�a, says her fortunes changed when she became a member of PRIDE’s 
�naugural Arusha branch �n June 1994.

“Since I started buying maize with my first loan from PRIDE,” she sa�d, “my business has doubled. When 
I started this business, I would never be able to afford more than 10 bags. Now I regularly buy 20 bags 
and I have moved into wholesale business, selling to other traders in the market.” 

Her fam�ly’s l�fe has �mproved tremendously, she says. “We eat more regularly,” she says, “and better 
quality food. Perhaps the best thing is that I can afford medical treatment, which was almost impossible 
before. My children now dress well and I even manage to keep their clothes clean!” 

Mohammed Mal�pura, Owner, Electron�cs Repa�r Shop, Dar-es-Salaam, Tanzan�a

After 25 years �n bus�ness, you would th�nk Mohammed Mal�pura was pretty well establ�shed 
and earn�ng a comfortable l�v�ng. He would agree w�th you but noth�ng puts a sm�le on a 
bus�nessman’s face l�ke �ncreased success. “I am able to manage my life much better now,” sa�d 
the 55-year-old electr�c�an from Dar es-Salaam, Tanzan�a. “Before I joined PRIDE it was difficult. 
Now it is much easier to meet my family obligations.”

Mohammed sa�d he has more than doubled h�s net profits s�nce he jo�ned PRIDE �n 1995. He 
has used h�s four loans to broaden the var�ety of electron�cs parts �n h�s store and branch out 
�nto new areas of bus�ness. Before he had the cap�tal to expand, Mohammed could only get 
along by do�ng same s�mple repa�rs he always had. 

“Being a member of PRIDE,” he sa�d, “has given me the first opportunity in 25 years to update myself 
and my shop with new technology.” He also sa�d h�s bus�ness growth not only makes �t eas�er to 
pay h�s ch�ldren’s school fees but �ncreased profits have �mproved h�s son Madna’s prospects of 
tak�ng over the bus�ness some day. Mohammed sa�d he �s creat�ng more for Madna, “Everything 
is moving much faster now,” he sa�d.

Source: http://www.PRIDEafr�ca.com/PRIDE%20Tanzan�a%20Cl�ents.htm

4.7.4.7 Constraints Faced by MSEs 

4.7.4.7.1 Too Small Loan Sizes

PRIDE Tz starts lend�ng at Tshs 50,000/= for new borrowers. Th�s rate was set �n 1993 when PRIDE 
started �ts operat�ons �n Tanzan�a. The value of Tshs 50,000/= �n 1993 �s not the same today, g�ven 
the devaluat�on of the sh�ll�ng aga�nst the US dollar. Most of the v�s�ted MSEs �nd�cated that source 
of funds �s a b�g problem and when asked why, as there are �nst�tut�ons offer�ng loans, one cl�ent 
responded that:
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“When I joined PRIDE Tz I thought I will be able to get any amount I needed, but that was not the case, as 
a new member has to start from the stage of 50,000/= and keep graduating until the level of 5,000,000/=. 
This takes so long to get enough funds for big loan seekers.”

4.7.4.7.2 High Interest Rates

Th�s was �nd�cated by the cl�ents of PRIDE TZ say�ng that the ava�lable funds were too expens�ve. As 
well as the �nterest rates that the borrower has to pay the lender, there are other d�rect and �nd�rect 
costs �ncurred by the cl�ents. These costs �nclude reg�strat�on fees, weekly compulsory sav�ngs and 
the loan appl�cat�on fee. All these add to the cost of obta�n�ng the loan.

4.7.4.7.3 Repayment Period

The repayment per�od ranges from s�x months for small loans to twelve months for large loans. Th�s �s 
�nd�cated by MSEs as a short per�od espec�ally for those who are supposed to pay w�th�n s�x months. 
Also the weekly repayment of �nterest and part of the pr�nc�ple of the loan l�m�ts many MSEs from 
growth. 

4.7.5	Summary	of	the	Case	Study

PRIDE Tanzan�a �s play�ng a s�gn�ficant role �n fight�ng poverty. PRIDE Tz �s rated as the best MFI �n 
Tanzan�a. PRIDE Tz has proved that poor, as well as �ll�terate m�cro bus�ness owners �n the �nformal 
sector can borrow money and susta�n an organ�sed system of financ�al management. PRIDE Tz also 
has moved from donor dependency to an �nst�tut�on that �s able to meet all �ts operat�onal costs 
us�ng �ts own �nternally generated resources over the past three years. 

Cl�ents v�s�ted have proved that they are benefit�ng from the serv�ces offered by the �nst�tut�ons and 
that �s why they are st�ll PRIDE Tz cl�ents. Somet�mes cl�ents qu�t and then come back to PRIDE Tz. 
When asked why they do that, one cl�ent responded that:

“Sometimes I just get tired of the weekly meetings and compulsory savings, or I am in need of money and 
I know I have my savings, so I quit and get my savings back.  After sometimes I rejoin the group and start 
afresh”

4.8 Summary and Implications from the Results

Generally �t has been observed that, MFIs have changed the l�fe of poor people �n a pos�t�ve way. 
MFIs’ cl�ents have �ncreased the�r �ncomes, �ncreased the cap�tal �nvested and therefore expanded 
the�r bus�nesses. These are the �nd�cators of ach�evements �n the�r bus�ness act�v�t�es.

MFIs �mpact surveys �nd�cate that they are hav�ng an �mpact on poverty reduct�on �n Tanzan�a. 
However, most of MFI operat�ons are based �n major c�t�es and towns wh�le most poor Tanzan�ans 
are concentrated �n rural areas. Collateral was also observed as a cond�t�on for obta�n�ng large loans 
from MFIs. W�th such a cond�t�on �t �s only those w�th �mmovable assets who can access a large loan. 
Cl�ents operat�ng bus�nesses �n rented houses w�ll not be able to access larger loans for expand�ng 
the�r bus�nesses. 

The result revealed that, most of the cl�ents of MFIs are �n the age group of 25 – 39 years. Th�s �s a group 
that employs large proport�on of workers among the surveyed MSE owners. The respondents of th�s 
age group are also observed to be strong �n part�c�pat�ng �n var�ous bus�ness and entrepreneursh�p 
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tra�n�ngs. Regard�ng the level of educat�on, �t was observed that the cl�ents w�th ord�nary level 
secondary educat�on are more prosperous �n many aspects followed by cl�ents w�th pr�mary school 
educat�on.
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5.0 CoNCluSIoN aNd ReCoMMeNdaTIoNS

5.1 Conclusion

To a large extent MFIs operat�on �n Tanzan�a has brought about pos�t�ve changes �n the standard of 
l�v�ng of people who access the�r serv�ces. Although some of the cl�ents have not benefited, most MFIs 
cl�ents have benefited pos�t�vely. Desp�te the ach�evements of MFIs cl�ents, most of them compla�ned 
that, the �nterest rates charged by MFIs were very h�gh. 

The find�ngs reveal that the process of appl�cat�on for loans starts w�th small amount and after 
repayment the cl�ent can apply for next h�gher amount. Th�s process was observed to be a l�m�t�ng 
factor for those customers who needed a large amount r�ght from the beg�nn�ng. Th�s �s true because 
�t takes an unnecessar�ly long t�me for those seek�ng a large loan to obta�n enough funds to meet 
the�r needs. In add�t�on to the t�me taken to rece�ve large loans, the cl�ents also ra�sed concerns about 
the t�me frame from the rece�pt of the loan to the t�me of start�ng repayment, wh�ch �s just one week 
after the d�sbursement of funds �n most cases.

The surveyed MFIs conducted a pre-lend�ng tra�n�ng programme, but �t was further observed that, 
the tra�n�ng was prov�ded by loan officers who were not experts or pract�t�oners �n the area of small 
bus�ness. The tra�n�ng concentrated more on fam�l�ar�s�ng the cl�ents w�th loan terms and cond�t�ons 
rather than prov�d�ng small bus�ness sk�lls. Th�s pract�ce may bu�ld up the sp�r�t of loan repayment 
but does not �nfluence bus�ness growth. Cl�ents also ment�oned that, the requ�red weekly report�ng 
to the MFIs office was very h�gh (�.e. one day �n every week where they spend almost the whole 
day). Th�s consumed a lot of product�ve t�me and hence reduced the t�me they could concentrate 
on other product�ve act�v�t�es. 

5.2 Recommendations 

The follow�ng recommendat�ons are put forward �n order to �mprove operat�ons of MFIs. 

1. The �nterest rate should be lowered to a level that would cover MFIs’ operat�ng expenses and 
at the same t�me fac�l�tate the growth of the�r cl�ents’ bus�ness. 

2. MFIs should cons�der the poss�b�l�ty of �ncreas�ng the grace per�od and reduc�ng the frequency 
of repayment so as to prov�de for cl�ents w�th long term loans turn to bus�nesses such as 
farm�ng.

3. The poor state of the �nfrastructure, espec�ally rural roads, was po�nted out as the ma�n 
reason why MFIs fa�l to operate �n rural areas. In add�t�on to �mprovement of �nfrastructure 
the Government of Tanzan�a, �n collaborat�on w�th MFIs, should �ntroduce trade exh�b�t�ons 
to the�r m�cro and small bus�nesses �n order to expand the MSEs’ market coverage. 

4. MFIs should restructure the�r tra�n�ng contents to �nclude �mprov�ng the�r cl�ents’ bus�ness 
sk�lls. They should organ�se regular bus�ness tra�n�ng for the�r cl�ents and qual�fied tra�n�ng 
�nst�tut�ons should conduct th�s.  

5. Regard�ng the �ssue of small base loans, the MFIs should be flex�ble by ra�s�ng the m�n�mum 
base to reflect changes �n the value of money over t�me.
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5.3 areas for further Research

As the �nterest rates have been observed to be a ser�ous problem, there �s a need to conduct 
a study to determ�ne rates that would cater for the operat�ng expenses of MFIs and at the 
same t�me fac�l�tate the growth of the�r cl�ents’ bus�ness.

There �s a need to conduct a comparat�ve study between member based MFIs Sav�ngs and 
Cred�t Cooperat�ve Soc�et�es (SACCOS) �n rural areas and MFIs operat�ng �n urban areas. Th�s 
would del�neate the rural-urban structure of MFIs operat�ons.

•

•
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aPPeNdICeS

aPPeNdIX a

Table 1: Percentage of Clients who Received Technical Services from Specified MfIs

Have you received any technical support and training from microfinance 
institutions?

yes No Total

No. % No. % No. %

akiba Commercial 
Bank 1 0.8% 13 6.3% 14 4.2%

Benki ya watu wa 3 2.3% 3 1.5% 6 1.8%

CaRITaS 4 3.1% 0 0% 4 1.2%

Center financial 
Programme (CfC) 1 0.8% 0 0% 1 0.3%

Changamoto life 
Preservation funds 1 0.8% 2 1.0% 3 0.9%

CRew Tanzania 2 1.5% 9 4.4% 11 3.3%

dar Community Bank 3 2.3% 2 1.0% 4 1.5%

fINCa 2 1.5% 1 0.5% 3 0.9%

HaNaNaSIf Cda 8 6.2% 2 1.0% 10 3.0%

Ilala development 
fund 0 0% 9 4.4% 9 2.7%

Meda 1 0.8% 1 0.5% 2 0.6%
Mwanza women 
development 
association

5 3.8% 1 0.5% 6 1.8%

NMB 8 6.2% 47 22.8% 55 16.4%

other Institutions (Not 
mentioned) 3 2.3% 8 3.9% 11 3.3%

Poverty africa 6 4.6% 0 0% 6 1.8%

Presidential Trust fund 1 0.8% 15 7.3% 16 4.8%

PRIde Tanzania 28 21.5% 20 9.7% 48 14.3%

SaCCoS 8 6.2% 56 27.2% 64 19.0%

Savings and finance 2 1.5% 2 1.0% 4 1.2%

SCullT MTaJI fuNd 0 0% 1 0.5% 1 0.3%

Seda 1 0.8% 1 0.5% 2 0.6%

SIdo 15 11.5% 1 0.5% 16 4.8%

Tanzania Postal Bank 7 5.4% 4 1.9% 11 3.3%

Tabata development 
fund Tdf 10 7.7% 0 0% 10 3.0%

Temeke Municipal 10 7.7% 0 0% 10 3.0%
youth Self 
employment 
foundation

0 0% 8 3.9% 8 2.4%

Total 130 38.7% 206 61.3% 336 100.0%
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aPPeNdIX B

Table 1: Total Number of employees X age group Cross Tabulation

Number of 
employees

age of Clients
Total 

15-24 25-39 40-55 above 55

No. % No. % No. % No. % No. %

1 to 4 7 3.0% 143 60.9% 79 33.6% 6 2.6% 235 100.0%

5 to 9 0 0% 10 33.3% 20 66.7% 0 0% 30 100.0%

10 to 14 0 0% 1 20.0% 2 40.0% 2 40.0% 5 100.0%

above 14 1 1.4% 33 44.6% 32 43.2% 8 10.8% 74 100.0%

Total 8 2.3% 187 54.4% 133 38.7% 16 4.7% 344 100.0%

Table 2: expansion of existing Business X age group Cross Tabulation

expansion 
of Business

age of Clients

Total
15-24 25-39 40-55 above 55

No. % No. % No. % No. % No. %

yes 1 0.5% 101 51.5% 87 44.4% 7 3.6% 196 100.0%

No 0 0% 3 33.3% 6 66.7% 0 0% 9 100.0%

Total 1 0.5% 104 50.7% 93 45.4% 7 3.4% 205 100.0%

Table 3: Start up of a New Business X age group Cross Tabulation

New 
Business

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

yes 5 5.0% 66 66.0% 28 28.0% 1 1.0% 100 100.0%

No 0 0% 7 41.2% 10 58.8% 0 0% 17 100.0%

Total 5 4.3% 73 62.4% 38 32.5% 1 0.9% 117 100.0%



28

Kessy  &  Urio

Table 4:  To Cover family Issues X age group Cross Tabulation

Cover 
family 
Issues

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

yes 1 2.6% 12 30.8% 21 53.8% 5 12.8% 39 100.0%

No 0 0% 4 50.0% 4 50.0% 0 0% 8 100.0%

Total 1 2.1% 16 34.0% 25 53.2% 5 10.6% 47 100.0%

Table 5:  Compare Profit Before and after loan X age group Cross Tabulation

Profit

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

greater 4 2.0% 107 54.6% 79 40.3% 6 3.1% 196 100.0%

less 0 0% 4 66.7% 2 33.3% 0 0% 6 100.0%

Same 1 2.6% 28 71.8% 10 25.6% 0 0% 39 100.0%

Total 5 2.1% 139 57.7% 91 37.8% 6 2.5% 241 100.0%

Table 6:  Have you Received any Technical Support and Training from Microfinance 
Institutions X age group Cross Tabulation

Technical
Support

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

yes 1 0.8% 63 48.8% 62 48.1% 3 2.3% 129 100.0%

No 7 3.5% 120 59.7% 62 30.8% 12 6.0% 201 100.0%

Total 8 2.4% 183 55.5% 124 37.6% 15 4.5% 330 100.0%
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Table 7:  do you expect to expand your Business in the future 
 X age group Cross Tabulation

expect to
expand

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

yes 6 2.3% 142 54.8% 103 39.8% 8 3.1% 259 100.0%

No 1 1.9% 31 59.6% 17 32.7% 3 5.8% 52 100.0%

Total 7 2.3% 173 55.6% 120 38.6% 11 3.5% 311 100.0%

Table 8:  Have you Had the opportunity to attend any Business or entrepreneur 
Training X age group Cross Tabulation

Training

age of Clients

15-24 25-39 40-55 above 55 Total

No. % No. % No. % No. % No. %

yes 3 5.4% 28 50.0% 23 41.1% 2 3.6% 56 100.0%

No 5 1.9% 143 54.8% 99 37.9% 14 5.4% 261 100.0%

Total 8 2.5% 171 53.9% 122 38.5% 16 5.0% 317 100.0%
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aPPeNdIX C

Table 1:  education attainment X Total Number of employees Cross Tabulation

education

Total Number of employees
Total 

1  to  4 5  to  9 10  to  14 above 14

No. % No. % No. % No. % No. %

No formal 
schooling 3 1.3% 0 0% 0 0% 1 1.4% 4 1.2%

Primary school 
(7 years or 
less) 

79 34.2% 4 13.3% 0 0% 20 27.8% 103 30.5%

vocational or 
technical 
training 

14 6.1% 1 3.3% 0 0% 3 4.2% 18 5.3%

o-level 
education 91 39.4% 15 500% 2 400% 26 36.1% 134 39.6%

a-level 
education 18 7.8% 5 16.7% 1 200% 5 6.9% 29 8.6%

Post 
secondary 
education

12 5.2% 3 100% 2 400% 8 11.1% 25 7.4%

university 
degree 10 4.3% 1 3.3% 0 0% 7 9.7% 18 5.3%

advanced 
degree 
(Master’s, Phd) 

4 1.7% 1 3.3% 0 0% 2 2.8% 7 2.1%

Total 231 1000% 30 1000% 5 1000% 72 1000% 338 1000%
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Table 2: education attainment X expansion of existing Business Cross Tabulation

education

expansion of existing Business

yes No Total

No. % No. % No. %

No formal schooling 2 1.0% 0 0% 2 1.0%

Primary school 
(7 years or less) 61 31.6% 0 0% 61 30.3%

vocational or technical training 9 4.7% 1 12.5% 10 5.0%

o-level education 82 42.5% 2 25.0% 84 41.8%

a-level education 17 8.8% 1 12.5% 18 9.0%

Post secondary education 11 5.7% 1 12.5% 12 6.0%

university degree 8 4.1% 2 25.0% 10 5.0%

advanced degree (Master’s, Phd) 3 1.6% 1 12.5% 4 2.0%

Total 193 100.0% 8 100.0% 201 100.0%

Table 3:  education attainment X Start up of a New Business Cross Tabulation

education

Start up of a New Business

yes No Total

No. % No. % No. %

No formal schooling 2 2.0% 0 0% 2 1.8%

Primary school 
(7 years or less) 26 26.5% 3 18.8% 29 25.4%

vocational or technical 
training 6 6.1% 1 6.3% 7 6.1%

o-level education 46 46.9% 3 18.8% 49 43.0%

a-level education 8 8.2% 4 25.0% 12 10.5%

Post secondary education 7 7.1% 1 6.3% 8 7.0%

university degree 2 2.0% 3 18.8% 5 4.4%

advanced degree
(Master’s, Phd) 1 1.0% 1 6.3% 2 1.8%

Total 98 100.0% 16 100.0% 114 100.0%
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Table 4: education attainment X To Cover family issues Cross tabulation

education

To Cover family Issues
Total

yes No

No. % No. % No. %

Primary school
(7 years or less) 8 21.1% 1 12.5% 9 19.6%

vocational or technical 
training 2 5.3% 0 0% 2 4.3%

o-level education 8 21.1% 3 37.5% 11 23.9%

a-level education 7 18.4% 2 25.0% 9 19.6%

Post secondary
education 6 15.8% 0 0% 6 13.0%

university degree 5 13.2% 2 25.0% 7 15.2%

advanced degree 
(Master, Phd) 2 5.3% 0 0% 2 4.3%

Total 38 100.0% 8 100.0% 46 100.0%

Table 5: education attainment X Compare Profit Before and after loan Cross Tabulation

education

Compare Profit Before and after loan

greater less Same Total

No. % No. % No. % No. %

No formal 
schooling 3 1.5% 0 0% 0 0% 3 1.3%

Primary school
(7 years or less) 67 34.5% 3 60.0% 11 29.7% 81 34.3%

vocational or 
technical training 12 6.2% 0 0% 3 8.1% 15 6.4%

o-level education 73 37.6% 2 40.0% 17 45.9% 92 39.0%

a-level education 17 8.8% 0 0% 4 10.8% 21 8.9%

Post secondary 
education 12 6.2% 0 0% 0 0% 12 5.1%

university degree 7 3.6% 0 0% 2 5.4% 9 3.8%

advanced degree
(Master, Phd) 3 1.5% 0 0% 0 0% 3 1.3%

Total 194 100.0% 5 100.0% 37 100.0% 236 100.0%
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Table 6 education attainment X Have you Received any Technical Support and 
Training from Microfinance Institutions Cross Tabulation

education

Have you Received any Technical Support and Training 
from Microfinance Institutions

yes No Total

No. % No. % No. %

No formal schooling 3 2.3% 1 0.5% 4 1.2%

Primary school
(7 years or less) 40 31.0% 61 31.3% 101 31.2%

vocational or technical 
training 6 4.7% 12 6.2% 18 5.6%

o-level education 56 43.4% 77 39.5% 133 41.0%

a-level education 6 4.7% 22 11.3% 28 8.6%

Post secondary 
education 10 7.8% 11 5.6% 21 6.5%

university degree 7 5.4% 7 3.6% 14 4.3%

advanced degree 
(Master, Phd) 1 0.8% 4 2.1% 5 1.5%

Total 129 100.0% 195 100.0% 324 100.0%
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Table 7: education attainment X do you expect to expand your Business in the future Cross 
Tabulation

education

do you expect to expand your Business in the future?

yes No Total 

No. % No. % No. %

No formal schooling 2 0.8% 1 2.1% 3 1.0%

Primary school 
(7 years or less) 75 29.2% 23 47.9% 98 32.1%

vocational or 
technical 
training 

16 6.2% 1 2.1% 17 5.6%

o-level education 115 44.7% 11 22.9% 126 41.3%

a-level education 19 7.4% 7 14.6% 26 8.5%

Post secondary 
education 15 5.8% 5 10.4% 20 6.6%

university degree 10 3.9% 0 0% 10 3.3%

advanced degree 
(Master, Phd) 5 1.9% 0 0% 5 1.6%

Total 257 100.0% 48 100.0% 305 100.0%
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Table 8: education attainment X Have you had the opportunity to attend any Business or 
entrepreneur Training Cross Tabulation

education

Have you Had the opportunity to attend any Business or entrepreneur Training

yes No Total

No. % No. % No. %

No formal schooling 1 1.8% 2 0.8% 3 1.0%

Primary school 
(7 years or less) 17 30.9% 73 28.5% 90 28.9%

vocational or 
technical training 2 3.6% 15 5.9% 17 5.5%

o-level education 23 41.8% 103 40.2% 126 40.5%

a-level education 3 5.5% 26 10.2% 29 9.3%

Post secondary 
education 4 7.3% 20 7.8% 24 7.7%

university degree 4 7.3% 11 4.3% 15 4.8%

advanced degree 
(Master, Phd) 1 1.8% 6 2.3% 7 2.3%

Total 55 100.0% 256 100.0% 311 100.0%
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