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ABSTRACT
The objective of this study is to assess the role and effects of microfinance loans on improvement of women micro and small enterprises. Specifically, the study had the aim of finding out the effectiveness of loans from Microfinance Institutions to the improvement of Micro and Small enterprises. The study was carried out in Kigoma Municipality, with the specific focus on women who obtain loans for their (women) Micro and small enterprises from FINCA, SACCOS, PRIDE, NMB, and Microfinance Institution’s services at Mwandiga, Nazareth, Mwanga  Sokoni wards.  Indeed, the study involved 100 respondents including the interviewed Microfinance Institutions’ officials and those women entrepreneurs who filled the questionnaires. To achieve the desired results, a questionnaire, interviews guides and field observations were used for data collection. The statistical Package for Social Sciences version 16 (SPSS) and content analysis was used for data analysis. The study findings revealed that majority of BRAC, PRIDE, FINCA and SACCOSS clients (97%) know the importance of saving and investing. 100% of Microfinance officials affirmed that, the popular kind of innovation activities that is performed is more of adoption and modification than that of introducing completely new products and ways of productions. The study recommends that women’s micro and small scale entrepreneurs who are keen on enhancing their innovativeness should seek entrepreneurial courses and further education in business so as to master the management of their enterprises. 
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[bookmark: _Toc434849757][bookmark: _Toc436034984]1.1 Background Information to the Study
Microfinance is a source of financial services for entrepreneurs and small businesses lacking access to banking and related services. The two main mechanisms for the delivery of financial services to such clients can be the relationship-based banking for individual entrepreneurs and small businesses; and or group-based models, where several entrepreneurs come together to apply for loans and other services as a group.

This chapter gives a general overview on how the Micro Finance Institutions (MFIs) assist small businesses especially women, the poor and households who have no access to more formalized financial institutions in accessing funds (capital) for their businesses (Robinson,2002). This chapter covers background of the study, statement of the problem, research objectives, research questions, limitation of the study, scope and delimitation of the study and definition of terms.
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Microfinance refers to small-scale financial services – primarily credit and savings provided to people who operate small and micro enterprises where goods are produced, recycled, repaired, or sold and who provide services to other individuals and groups at the local levels of developing countries, both rural and urban (Robinson, 2001). In the research paper of Idowu (2010), a major impediment to rapid development of the small and micro enterprises sector is an absence of both debt and equity financing. Accessing finance has been identified as a key element for small and micro enterprises to thrive in their drive to build productive capacity, to compete, to create jobs and to contribute to poverty alleviation in developing countries Idowu (2010). Without finance, women’s small and micro enterprises cannot acquire or absorb new technologies nor can they expand to compete in global markets or even strike business linkages with larger firms Idowu (2010).

[bookmark: _Toc426280154][bookmark: _Toc426280261][bookmark: _Toc426280368][bookmark: _Toc426280475][bookmark: _Toc427095298][bookmark: _Toc429739965][bookmark: _Toc431508599][bookmark: _Toc436034986]1.2.1 Services Encompassing Microfinance Institutions
Microfinance encompasses the provision of financial services and the management of small amounts of money through a range of products and a system of intermediary functions that are targeted at low income clients (Asiama, 2007). Microfinance or micro credit has therefore been associated with helping empower the low income earners to account properly and independently for their small businesses. In the research paper of Idowu (2010), a major impediment to rapid development of the small and micro enterprises sector is an absence of both debt and equity financing. Across developing countries, micro and small enterprises are turning to Microfinance Institutions (MFIs) for an array of financial services. The reason is because access to sustainable financial services enables owners of micro enterprises to finance income, build assets, and reduce their vulnerability to external shocks (Ehigiamusoe, 2005).

[bookmark: _Toc426280155][bookmark: _Toc426280262][bookmark: _Toc426280369][bookmark: _Toc426280476][bookmark: _Toc427095299][bookmark: _Toc429739966][bookmark: _Toc431508600][bookmark: _Toc436034987]1.2.2 The Motives Behind Microfinance Institutions
Microfinance movement was born of the ideal to create new banks with social and economic missions (Armendariz and Morduch 2005). It is generally an umbrella term that refers to the provision of a broad range of financial services such as deposits, loans, payment services, money transfers and insurance to poor and low income households and their micro-enterprises (Sharma 2001). In addition to financial mediation, many MFIs provide social mediation services such as group formation, development of self-confidence, skills training and marketing, and training in financial literacy and management capabilities. 

As a result, the definition of microfinance often includes both financial and social mediation. In other words microfinance is not simply banking for the poor; it is also a development approach.The major early initiative that provides some of the firmest empirical work worth mentioning is the surveys conducted in the 1990s by the Bangladesh Institute of Development Studies (BIDS) and the World Bank; these provided the data for several major analyses, such as Pitt and Khandker (1998). 

Khandker (1998) summarizes a number of different studies conducted in Bangladesh using the 1991/92 survey, focusing on three major microfinance programs, including the Grameen Bank and the Bangladesh Rural Advancement Committee (BRAC). As discussed above, impact is assessed using a double-difference approach between eligible and ineligible households (with holdings of land of more than half an acre making households ineligible) and between program and non-program villages. After controlling for other factors, such as household characteristics, any remaining difference is attributed to the microfinance programs. The study draws a number of conclusions, but the main one is that the program had a positive effect on household consumption, which was significantly greater for female borrowers. 

Khandker (2003) follows up this earlier work employing panel data. He uses the BIDS - World Bank survey conducted in 1998-99 that traces the same households from the 1991-92 survey. He finds apparently strong and positive results. Whilst borrowing by males appears to have no significant impact on consumption, that by females, who are the dominant client group, does have a positive impact. From this analysis, a 100 taka loan to a female client is found to lead to a 10.5 taka increase in consumption (compared with 18 taka in the earlier analysis). 

Allowing for the impact of higher consumption on poverty gives estimates of poverty impact. It is estimated that due to participation in microfinance programs, moderate poverty among program participants decreased by 8.5 percentage points over the period of seven years and extreme poverty dropped about 18 points over the same period. He also finds evidence of positive spillovers on non-program participants in the villages, with the impact being greater for those in extreme poverty. Over the study period of seven years, poverty for non-participants is found to decline by 1 percentage point due to the programs, whilst extreme poverty declines by nearly 5 percentage points. This impact is due solely to female borrowing.
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Since early 1970s the Government of Tanzania has been concerned with the provision of micro credit to small business enterprises. In 1991 the Government initiated financial sector reforms to create an effective and efficient financial system. The lynchpin of those reforms was the government's commitment to allow banking institutions to operate on a commercial basis, making business and management decisions free from government intervention within the norms of prudential supervision.
In recent years, the President of United Republic of Tanzania, Dr  Jakaya Mrisho Kikwete established the empowerment fund popular known as ‘Kikwete billions’ hoping that it may reduce poverty. Microfinance services has been and increasingly become a popular intervention against poverty in developing countries, generally targeting poor women. It has been considered an effective vehicle for women’s empowerment (Leach & Sitaram, 2002). The argument behind Microfinance Institutions (MFIs) targeting women is that, women are good credit risk, are less likely to misuse the loan, and are more likely to share the benefits with others in their household, especially their children (Garikipati, 2008; Swain & Wallentin, 2009). 

Furthermore, it is argued that women’s increasing role in the household economy would lead to their empowerment (Hunt & Kasynathan, 2002). Empowerment of women is one of the most important issues in Tanzania and beyond. It is viewed as a process in which women challenging the existing institutions to effectively improve their well-being and of their children.

Despite of all these efforts from the government, it has failed to cover the demand of the poor people in the society. The number of poor people in the society has been increasing especially women in rural areas who have been marginalized from microfinance services. The government should extend micro finance activities to rural areas with special considerations to women who are most in need of those micro finance loans. Micro finance alone is not enough to help the poor; it can be the tool for increasing poverty if not well utilized and failure to pay which may lead to property confiscation. So the government should establish other factors to back up the micro finance loans like education and seminars on how to become a good entrepreneur and to give considerations to poor of the poorest who cannot afford even to have any type of security.
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There has been a huge support on women entrepreneurs in terms of loan so as to achieve growth. Microfinance Institutions (MFIs) have been evolved as economic development organizations intended to benefit low income households (Khandker 2012). These MFIs emerged to serve the financial needs of unsaved and underserved group of people in the community as a means of meeting development objectives (Chijoriga and Cassimon, 2007). Low income earners are vulnerable to social economic problems such as poverty, unemployment, low returns from existing business and lack of motivation in undertaking new business.  Other low income earners face a problem of unavailable cheap or low cost source of working capital from financial institutions, especially commercial Banks due to lack of collateral required to acquire  loans from these financial institutions.

Availability of finance especially from banks are generally not returned for lending to low income earners, because most of them cannot provide the collateral, elaborate business plans and track records demanded by standard bank lending. This leads some NGOs and projects to set up credit programs with support from donors. The benefits are channeled through the provision of financial services especially to those who face formidable barriers in gaining access to mainstreaming financial services institutions.  However, on all the studies on the performance of women’s’ Micro and Small Enterprises in Tanzania, none was focused on improvement or the relationship that exists between these loans and improvement. This work was a modest attempt to shade some light concerning this gap.

Of recent days, micro enterprises owned by women face these gender related challenges despite their significant contribution to the economy (Economic Survey, 2006). A few women who venture into micro enterprises encounter serious challenges that hinder them from prospering since most of the support is tailored for small and medium enterprises. This support includes the setting of women specific programs in training institutions, the Women Enterprise Fund and much of the donor support which fails to reach the women in micro enterprises. These women are left to seek alternative sources like the women’s popular merry go round for both financial support which may not be sufficient and business advice which may not suffice to help the business grow and prosper.

 In this context, gender challenges are seen to constraint growth and poverty reduction by denying access to a wide range of economic, human and social capital assets (Suda, 2010). So this research showed the importance of empowering women through microfinance loans. The only way to save these poor people especially women is through micro finance services. This enabled them to get loans for self-employment through entrepreneurship. Women have been feeling the burden of poverty mostly and hence they should be enhanced through microfinance services.
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[bookmark: _Toc409090302][bookmark: _Toc401655699][bookmark: _Toc402173308]The general objective of this study was to assess the role and effect of microfinance loans on improvement of women micro and small enterprises.
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i. To determine the effectiveness of loans from Microfinance Institutions to the improvement of Micro and Small enterprises
ii. To assess challenges facing women’s enterprises and propose the solutions to these challenges.
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[bookmark: _Toc436034993]1.5 Research Questions
This study is guided by the following questions
i. How effective are MFI loans to women’s Micro and Small enterprises’ improvements?
ii. What are the challenges and solutions facing women’s Micro and Small enterprises?
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[bookmark: _Toc436034994]1.6 Significance of the Study
Developing a woman has a great impact on the development of a whole society as women are more concerned about the welfare of their families than men. So for a country to be in a right track towards development, it has to put emphasis on developing women and that includes their business ventures. On this globalizing world the survival of any business venture depends on its ability to compete globally and hence the importance of improvement, which is a cornerstone of competitiveness.

This study investigates the role and effect of loan attained by MFI loans to support women in Micro and Small enterprises. Specifically, the study had the aim of finding out the extent to which women business ventures are improved, also identifying challenges and solutions associated with loan. Through delivering credit and savings services tailored to the needs of micro enterprises, microfinance sends a tangible message to the poor that they do count, they are important and that their hard work can pay off. It offers opportunities for the poor to make choices, plan for the future and create a more secure financial base for their families.
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The study was conducted in three wards in Kigoma Municipal. Microfinance enterprises were obtained through random selection. In addition, the researcher focused on microfinance loans on improvement of women micro and small enterprises. The study considered only women enterprises’ improving due to Microfinance loans excluding Men’s enterprises. The reason for choosing Kigoma Municipal was due to the fact that there more women enterprises depending on Microfinance loans for their survival. For that reason, the research focused on assessing the role and effect of microfinance loans on improvement of women micro and small enterprises.
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Innovation, in most cases, has wrongly been used interchangeably with the word “invention”. However, these are two different things. While invention refers to creation of something new, innovation is the actual putting of the new thing into the marketplace. According to Mutlu & Er (2003), invention is the first step in the long process of bringing a good idea to widespread and effective use; and invention cannot be termed as innovation unless it has been put in the market or any other effective use. Innovation is both the process of introducing something new and useful, and the new thing itself. It is a concept of very general application, and there is a wide range of approaches to conceptualizing innovation in the scholarly literature (Fagerberg &Verpagen, 2004). 

Archibugi, et al., (1994) define innovation as successful creation, development, and marketing of new goods or successful application of new techniques or ways of working that improve the effectiveness of individuals and organizations. Inherent in this definition are four types of innovation: these are product and process innovation, which are technological innovations; and organizational and market innovations, which are non-technological innovations. Therefore innovation generally refers to the creation of better or more effective products, processes, technologies, or ideas that are accepted by markets, governments, and society.
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According to pecking order theory the firms prioritize their sources of funding starting from internal finance, debt and then equity. That is to say there is a tendency of the firms to go to loan option after they have exploited own internal savings or have none. Myers and Majluf, (2004) argued that, this is due to the fact that there exists information asymmetry between managers of the firms or enterprises (insiders) and investors (outsiders). 

Studies (World Bank, 2000; ILO, 2001) have shown that many MSEs lack accesses to finance for starting, operating and expanding their businesses. The estimated demand for MSE credit in Tanzania was 2.5 million borrowers, compared to about 50,000 borrowers being served currently (SIDO, 2002). The largest demand for credit was in the range of Tshs 50,000 to 500,000. Small and short-term loans (typically rising in stages from Tshs 50,000 to 500,000 per MSE recipient or loan group, with a repayment period of 6-12 months) are available from several MFIs, of which PRIDE and Poverty Africa are the most prominent and widespread. The main beneficiaries’ are microenterprises primarily in trade, food vending and agriculture. Loans attract an interest rate of between 25 and 40 per cent per annum, which is above the commercial lending rate (20-25 per cent). These rates would be a disincentive to long-term borrowing even if this was available.
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A management practice of sharing information, rewards, and power with employees so that they can take initiative and make the decision to solve the problems and improve the services and performance.  Empowerment is based on the idea that giving employees skills, resources, authority, opportunity, motivation, as well as holding them responsible and accountable for outcomes of their actions, would contribute to their competence and satisfaction (Fagerberg,2004). 
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The positive role of banks in economic development was articulated by Schumpeter (1912), who contended that well-functioning banks spur technological development by identifying and funding those entrepreneurs with the best chance of successfully implementing innovative products and production processes. According to Schumpeter, a banking system and entrepreneurship were two crucial factors and development agents embodied in development activities. He observes that the capacity of the banking system to create credit empowered entrepreneurs with the necessary purchasing power with which to command the directional use of productive resources to where there were better rewards. 

Thus, the Schumpeterian views of the relationship between finance and development are premised on the impact of financial intermediaries on productivity, growth and technological change. Schumpeter has stressed the importance of identifying and funding the entrepreneurs with the best chance of successively implementing innovative products and production processes. This inevitably relates to financial policies of financial institutions.
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Microfinance is the provision of relevant and affordable financial services to poor households that don’t have access to the services offered by “traditional” financial institutions (Khandker, 1998). Microfinance is primarily concerned with credit and savings, although in recent times, allied services such as insurances, leasing, payment transfers and remittances are being introduced to the mix of services. Demand for microfinance services usually comes from micro entrepreneurs. (Khandker, 1998). 

Providing microfinance services to the poor clients require innovative operating methods to manage risks, reduce transaction costs and fair conditions in loan delivery. Poor households do not usually have physical assets to offer as collateral for loans, so microfinance providers have developed substitutes. The most common form of substitute collateral have been the formation of groups of borrowers and the establishment of joint –liability procedures where loan group members effectively guarantee one another’s loans ( Meyer, 1989 ).Microfinance providers primarily deal with these loan groups rather than with individual clients and they outsource various administration tasks to the groups to reduce transaction costs. Some MFIs have developed from existing community-based savings and loans cooperatives. In India, for example, these are often referred to as village “self help” groups. 
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According to Barley, (2000), review of literature refers to the process of identifying, reading, evaluating, summarizing and incorporating in your study documents having materials which are related to the problem under investigation. This chapter reviews Theoretical Framework from both internal and external empirical studies on the role and effects of Micro Finance Institutions’ loan in Micro and Small Enterprises where the knowledge gap is clearly shown. 
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The last 50 years have seen important growths in the conceptualization of the main issues relating to the MSE sector and subsequent theoretical work. The main theory, which goes back to the seminal work by Lewis (1955), is the labour surplus theory. It is argued that the motivating force behind MSE development is excess labour supply, which cannot be immersed in the public sector or large private enterprises and is forced into MSEs in spite of poor pay and low productivity. 

Arguably, the MSE sector develops in response to the growth in unemployment, functioning as a place of last resort for people who are unable to find engagement in the formal sector. MSEs are expected to grow in periods of crisis, when the formal sector contracts or grows too slowly to absorb the labour force. However, when formal occupation develops, the MSE sector is assumed to contract again and thus advances an anti-cyclical relationship with the formal economy. Particular consideration has been paid to the behaviour of the MSE sector before and after the introduction of structural adjustment policies; examples include Daniels (1994). 
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Schumpeter’s (1934) theory of innovative profits highlighted the role of entrepreneurship and the seeking out of opportunities for innovative value and generating activities which would expand (and transform) the circular flow of income through risk taking, pro-active by the enterprise leadership and innovation which aims at nurturing opportunities through intellectual capital of entrepreneur to exploit the potential profit and development. Schumpeterian growth theory goes beyond economist theory by differentiating explicitly between physical and intellectual capital, and between saving, which makes physical capital grow, and innovation, which makes intellectual capital grow. 

It deduces that technological progress comes from innovations carried out by firms driven by the pursuit of profit, and that it encompasses what Schumpeter called “creative destruction”. That is, each innovation is aimed at generating some new process or product that gives its creator a competitive advantage over its business rivals; it does so by rendering obsolete some previous innovation; and it is in turn destined to be rendered obsolete by future innovations (Schumpeter, 1934). 

Endogenous growth theory challenges this neoclassical view by proposing channels through which the rate of technological progress, and hence the long-run rate of economic growth, can be influenced by economic factors. It starts from the observation that technological progress takes place through innovations, in the form of new products, processes and markets, many of which are the result of economic activities. For example, because firms learn from experience how to produce more efficiently, a higher pace of economic activity can raise the pace of process innovation by giving firms more production experience. Also, because many innovations result from R&D expenditures undertaken by profit-seeking firms, economic policies with respect to trade, competition, education, taxes and intellectual property can influence the rate of innovation by affecting the private costs and benefits of doing R&D (Dinopoulos and Thompson, 1998). 

Schumpeter, as cited by Swedberg (2000), pointed out economic behavior is somewhat automatic in nature and more likely to be standardized, while entrepreneurship consists of doing new things in a new manner, innovation being an essential value. As economics focused on the external influences over organizations, he believed that change could occur from the inside, and then go through a form of business cycle to really generate economic change. For Schumpeter, the entrepreneur is motivated by the desire for power and independence, the will to succeed, and the satisfaction of getting things done (Swedberg, 2000).
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The definitions used to describe the MSE sector in Kenya are based on employment size (include both paid and unpaid workers). A micro-enterprise is defined as having no more than 10 employees; a small enterprise with 11-50 employees; and a medium/large enterprise with more than 50 employees (GOK, 1999). Farm holdings are excluded from the definition of MSEs, except those farm-based enterprises that involve some sort of processing before marketing. For example, a farmer who goes to market to sell roasted maize at the marketplace or at the roadside is seen as operating an MSE. 

Thus, the term micro and small enterprise covers the range of establishments, including informal economy activities that include one or more persons and enterprises in the formal economy employing up to 50 persons. These are also firms contained in the Central Business Register for covering formal sector data (MLHRD, 2004). According to 2003 economic survey indicated MSE sector increased from 4.2 million people in 2000 to 5.1 million persons in 2002 accounting 74.2% of total person engaged in employment. The sector contributes up to 18.4% of country gross Domestic product (GOK, 2008). 
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Microfinance refers to all types of financial intermediation services (savings, credit, funds transfer, insurance, pension remittances etc.) provided to low-income households and enterprises in both urban and rural areas, including employees in the public and private sectors and the self-employed (Rosengard, 2000). The Micro-finance institutions has played major role in the development of MSEs as an industry was ‘discovered’ as a development instrument in the late eighties because some NGOs development workers had found that something essential was missing in the services the government. 

From numerous impact evaluations made as well as direct observations of practitioners, and it is clear that access to financial services is necessary, but not sufficient conditions for growth of MSEs (Hospe et. al, 2002). Micro finance is as an industry a relatively new phenomenon in Kenya, with a few agencies starting about 20 or so years ago but the sector gaining the status of an industry only in the last 10 years. The Government of Kenya (GoK) has indirectly provided a boost to the microfinance sector. 

Various institution provide variety of service to support MSE sector these include finance (credit), handicraft, training and technology expert support institutional support and advisory support (GOK, 1995). According to session paper NO.1 2005, the government had recognized that access to credit and finance service is key to growth and development in any enterprise and more so to MSE. In this regard government plan to promote development of financial services by providing incentive to attract saving and investment and development of venture capital (Jagongo, 2009). 

There are a variety of financial services provided MSE these include loans, savings cash transfers, insurance. The key principle for financial service delivery by MF to MSE are: customers who can save, are able and willing to pay price for goods and services and who honor obligation and repay loans (Cull, Davis, Rosenthal, 2004). (The theoretical literature on microfinance has been dominated by two strands. In the first strand, a generic theoretical model of microfinance activities tends to feature three sets of agents: households (potential borrowers), formal lenders and informal lenders (such as money lenders, relatives, friends and ROSCAs). These markets are characterized by high lending transaction costs and lack of collateral when farmers do not own their own land, as indicated in (Cook, Nixson, 2005).
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In reflection to the theories; Schumpeterian Theory, Microfinance institutions in Tanzania is one of the approaches that the government has focused its attention in recent years in pursuit of its long term vision of providing sustainable financial services to majority of Tanzanian population. Before, the current financial services for rural, micro and small enterprises were offered by the National Bank of Commerce (NBC) and the Cooperative and Rural Development Bank (CRDB).

Since 1991, the government has been implementing financial sector reforms aimed at putting in place a competitive efficient and effective financial system. Although the reforms have had reasonable success in bringing about the growth, competitive and efficient mainstream banking sector. It has not brought about increased access to basic financial services by majority of the Tanzanians, particularly the low income earners.

The realization of the above shortcoming led to the government’s decision to initiate deliberate action to facilitate alternative approaches in the creation of a broad based financial system comprising of a variety of sustainable institutions with wide outreach and offering diverse financial products. The government’s choice of microfinance has the potential to contribute considerably to the economic development of the country because it is more adapted to the needs of the low income population which makes up the majority of Tanzanians. The financial sector reforms of 1991 have to a considerable extent, pushed low income earners out of formal financial services. The government as well as private institutions recognize the need for the financial services for the low income earners (William, 2003).
Financial reforms were embodied in the Banking and Financial Institutions Act.1991. In the same year, the Cooperative Societies Act .1991 provided the basis for the development of savings and credits cooperative societies (SACCOS) as equity based institutions. It is in this context that specific programs and institutions for low income earners were initiated. More recent initiatives include those of the Tanzania Postal Bank, NMB, Entrepreneurs Fund to mention just a few.

 The National Microfinance Policy of May,2000 stipulates that for the majority of Tanzanians, whose income are very low, access to financial services offers the possibility of managing scarce household and enterprise resources more efficiently, protection against risks, provision for the future and taking advantage of investment opportunities. For households, financial services allow higher standard of living to be achieved with the same resource base, while for enterprises and farmers, financial services can facilitate the pursuit of income growth.

Today, Microfinance Institutions number more than 7,000 worldwide, a level unimaginable 20 years ago. Yet, while Microfinance services have grown, so have the number of poor. In Sub-Saharan Africa, about 48% of the population lives on less than 1 U.S dollar per day. In South Asia alone, more than half a billion people still live below the poverty line. As policy makers look toward financing innovative programs that help curb the growth of burgeoning poverty. MFIs can offer some hope, but only if policy makers and development practitioners understand the services that the poor demand and if they can learn from the experience of the government and nongovernmental programs that have allowed innovation to flourish and the particular finance needs of the poor to take center stage (International Food Policy Research Institute, 2002).
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In recent years, banks in developed countries have launched a number of initiatives that both improve the profitability of lending to Small and Medium Enterprises (SMEs) and also provide SMEs with better access to finance and to financial products that are better tailored to their needs (Hulme and Mosley, 1996). In addition to that, a number of leading banks have demonstrated that providing financial services to SMEs can be turned in to highly profitable business (Hulme and Mosley, 1996).

Although the business environments in developing countries differ in many aspects, the problems of servicing SME customers are similar namely; high perceived risk problems with information asymmetry and high administrative costs (Rutashobya, 1991). Amin et al (2003) used a unique panel dataset from northern Bangladesh with monthly consumption and income data for 229 households before they received loans. They find that while microcredit is successful in reaching the poor, it is less successful in reaching the vulnerable, especially the group most prone to destitution (the vulnerable poor). 

Coleman (1999) also finds little evidence of an impact on the program participants. The results, Coleman further explains, are consistent with Adams and von Pischke’s assertion that “debt is not an effective tool for helping most poor people enhance their economic condition” and that the poor are According to Mosley (1999), microfinance makes a considerable contribution to the reduction of poverty through its impact on income and also has a positive impact on asset level. But the mechanism through which poverty reduction works varies between institutions. Generally, institutions that give, on average, smaller loans reduce poverty much more by lifting borrowers above the poverty line, whilst institutions giving larger loans reduce it much more by expanding the demand for labour amongst poor people. 

Mosley and Hulme (1998) found evidence of a trade-off between reaching the very poor and having substantial impact on household income. They found that programs that targeted higher-income households (those near the poverty level) had a greater impact on household income. Those below the poverty line were not helped much and the very poorest were somewhat negatively affected. The poorest tended to be more averse to risk-taking. They also used their loans for working capital or to maintain consumption levels rather than for fixed capital or improved technology. Since, microcredit programs typically require loan repayment on a weekly basis; some critics argue that repayment comes from selling assets rather than from profits of micro-enterprises.

Fatchamps (1997) noted that with insufficient funds, farmers and fishers cannot invest in new equipment and machinery, and it becomes difficult to reach out to new markets and products. He further contends that without financial assistance, small farmers and artisanal fishermen cannot cope with temporary cash flow problems, and are thus slowed down in their desire to innovate and expand. The general perception is that access to external finance is critical for poor entrepreneurs, who may never have funds proportional to their ambitions.

Pitt and Khandker (1998) reasoned that given the small loan size and the type of activities undertaken by micro-entrepreneurs, it is unlikely that capital intensity has increased. Given that the labour and the capital intensity of rural non-farm production are unchanged, increased microfinance implies that employment can be expected to rise. However, if increased income as a result of microfinance programs results in a decrease in labour supply (income effect), it can negatively affect labour supply of particular type, for example male labour supply. As a result employment may decline, given the demand for labour. Therefore, the net impact cannot be determined a priori. 

Microcredit programs seem to reduce wage-employment and income, but raise self-employment and corresponding income for program- participating households. One might expect that a reduction of employment in the wage market might increase wages, but this may not happen because the wage-employment gap may be filled by previously unemployed or underemployed wage workers. Mosley (2001), in his research on microfinance and Poverty in Bolivia, assessed the impact of microfinance on poverty, through small sample surveys of four microfinance institutions. 

Two urban and two rural, using a range of poverty concepts such as income, assets holdings and diversity, and different measures of vulnerability. All the institutions studied had on average, positive impacts on income and asset levels, with income impacts correlating negatively with income on account of poor households choosing to invest in low-risk and low-return assets. The studies revealed also that in comparison with other anti-poverty measures, microfinance appears to be successfully and relatively cheap at reducing the poverty of those close to the poverty line. However, it was revealed to be ineffective, by comparison with labour-market and infrastructural measures, in reducing extreme poverty.
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The financial institution in Tanzania comprises the formal, semi-formal and informal financial sectors. Formal financial institutions (FFIs) which are dominated by the commercial banks are governed and controlled by financial legislation and supervised by the Bank of Tanzania (BoT). The Government of Tanzania embarked on financial sector reforms in 1991, in order to create an effective and efficient financial system. This was followed by the National Microfinance Policy of 2001 which articulates a clear vision and strategy for the development of a sustainable microfinance industry. In its statement of the overall microfinance policy, the Government recognizes the microfinance sector as an integral part of the financial sector, which falls within the general framework of its Financial Sector Reform Policy Statement of 1991. 

This policy has led to the rise of different types of MFIs in Tanzania aiming at providing financial services to different clienteles. Depending on the purpose, two approaches are generally used to categorize the different providers of micro finance services in Tanzania. The first and most commonly used one is on the basis of formality where providers are categorized as formal, semi or informal depending on the extent to which the provider is registered and regulated under formal law and transactions are governed under the various statutes of the law of contract or rather by self-regulation or group-based rules. 

The second categorization is based on the customer/provider relationship in the management and ownership of the financial service-providing entity. Under this categorization, micro finance providers could be dichotomized into client-based micro finance agencies and member-based micro finance agencies. Indeed, Chijoriga (2000) evaluated the performance and financial sustainability of MFIs in Tanzania, in terms of the overall institutional and organizational strength, client outreach, and operational and financial performance.28 MFIs and 194 MSEs were randomly selected and visited in Dar es Salaam, Arusha, Morogoro, Mbeya and Zanzibar regions. 

The findings of this revealed that, the overall performance of MFIs in Tanzania is poor and only few of them have clear objectives, or a strong organizational structure. It was further observed that MFIs in Tanzania lack participatory ownership and many are donor driven. Although client outreach is increasing, with branches opening in almost all regions of the Tanzanian mainland, still MFIs activities remain in and around urban areas. Their operational performance demonstrates low loan repayment rates. In conclusion, the author pointed to low population density, poor infrastructures and low house hold income levels as constraints to the MFIs’ performance. Another study on microfinance in Tanzania were carried out by Rweyemanu et al (2003), he evaluated the performance and constrains facing semi-formal microfinance institutions in providing credit in Mbeya and Mwanza regions. 
Primary data were collected through a formal survey of 222 farmers participating in the Agriculture Development Program in Mbozi and the Mwanza Women Development Association in Ukerewe .In the analysis of their study the interest rates were found to be a significant barrier to the borrowing decision. Also the borrowers cited other problems like lengthy credit procurement procedures and the amount disbursed being inadequate. On the side of institutions, Mbeya and Mwanza credit program experienced poor repayment rates, especially in the early years of operation, with farmers citing poor crop yields, low producer prices and untimely acquisition of loans as reasons for non-repayment. 

In a study conducted by Kessy & Urio (2006) on contribution of MFI on poverty reduction in Tanzania, the researchers covered four regions of Tanzania which are Dar es salaam, Zanzibar, Arusha and Mwanza. Both primary and secondary data were collected; primary data were collected from 352 MSE’s through questionnaires, interviews were also conducted. PRIDE (T) Ltd which is a microfinance institutions were used as a case study so as to get the insight of MFI operations. The study findings pointed out that to large extent MFI operations in Tanzania has brought positive changes in the standard of living of people who access their services, clients of MFI complained about high interest rate charged, the weekly meeting was pointed out as barrier as the time spent in weekly meeting could be used to other productive activities. The study recommended MFI to lower its interest rate, increase grace period and provide proper training to MSEs.

[bookmark: _Toc431508627][bookmark: _Toc436035013]2.4 Empirical Studies in other African Countries
[bookmark: _Toc426280188][bookmark: _Toc426280295][bookmark: _Toc426280402][bookmark: _Toc426280509][bookmark: _Toc427095332][bookmark: _Toc429739995][bookmark: _Toc431508628][bookmark: _Toc436035014]2.4.1 Growth of MSE in Kenya 
Micro and small enterprise are important for raising economic efficiency of a country, owning to their flexibility, low production. They are breeding ground for entrepreneurship, innovation hence reservoir for employment and therefore sustainable job create income which in turn reduce poverty (Kathure, 2005). The MSE sector is fast growing, the 1999 MSE baseline survey found the number of enterprise in the sector had growth from 910,000 in 1993 to about 1.3 million in 1999 (GoK, 1999). It is estimated that this sector Constitute 98% of all business in the country absorbing over 50% of all new non-farm employment seekers, contributing up to 30% of total employment and 3% of GDP (KIPPRA, 2002). 

The growth of MSE is part and parcel of a dynamic growth process in the corporate sector, as argued by Alabi, Goski, and Ahiawodzi (2007). As noted by Lepi (2005), although a number of measures have been used to identify and describe MSEs, there is no consensus on any one measure and it is customary to use several metrics, including the value of fixed assets of the enterprise, enterprise turnover and the number of employees. In addition The MFI services provided to MSE has impact on sale turn over, profitability, capital investment and number of employees hence growth of MSE (Lepi, 2005). It is revealed that women status in society at large effort by women in enhancing their development has multiplier effect for benefit families’ members in area, education, medical and clothing later contributing to MSE growth and development since dominant service is credit (Frank, 2004). 

Furthermore, in recent years the MSE sector in Kenya has consistently registered higher growth rate compared to the overall industrial sector. The major advantage of the sector is its employment potential at low capital cost. As per available statistics, this sector employs an estimated 31 million persons spread over 12.8 million enterprises and the labour intensity in the MSE sector is estimated to be almost 4 times higher than the large enterprises .This dramatic increase was due largely to retrenchment in both the public and private sectors (GOK, 2004).

[bookmark: _Toc426280189][bookmark: _Toc426280296][bookmark: _Toc426280403][bookmark: _Toc426280510][bookmark: _Toc427095333][bookmark: _Toc429739996][bookmark: _Toc431508629][bookmark: _Toc436035015]2.4.2 Microfinance Factors and Women Entrepreneurs’ Performance in Nigeria
Literature confirms that skill training and tertiary education have positive effect on enterprise performance (Akanji, 2006; Cheston & Kuhn, 2002; Kuzilwa, 2005). Many women lack this, especially in developing countries (Ibru, 2009), whereas the exploitation of entrepreneurial opportunity depends on the entrepreneur’s level of education, skills or knowledge acquired through work experience, social network and credit (Shane, 2003); hence the need for training as a micro-finance factor especially in developing economies is highlighted.

 Social capital is vital for start-ups and growing firms and women entrepreneurs, especially in developing countries, lack social connections that are a source of information for access to micro-finance factors (Olomola, 2002). Again, social capital has been widely measured and found to have positive impact on the performance of women enterprises in developing countries (e.g Brata, 2004; Lawal et al., 2009; Mkpado & Arene, 2007; Olomola, 2002).

 Many studies abound on the relationship between one or a combination of credit, savings, training and social capital, and women entrepreneurs’ performance (e.g Akanji, 2006; Cheston & Kuhn, 2002; Kuzilwa, 2005; Lawal et al., 2009; Olomola, 2002; Reavley & Lituchy, 2008; Wycklam & Wedley, 2003) but there is scarcity of research that jointly links credit, savings, training and social capital to women entrepreneurs’ performance especially in developing countries, Nigeria inclusive. 

Also, limited studies are available on the mediating relationship between opportunity and women entrepreneurs’ performance (Tata & Prasad, 2008; Shane, 2003) and the moderating relationship between attitude to risk and women entrepreneurs’ performance (Crisp & Turner, 2007; Vob & Muller, 2009). Women entrepreneurs in this context lack credit, savings, training and social capital for entrepreneurial activity and subsequent business performance (Akanji, 2006; Cheston & Kuhn, 2002; Ibru, 2009; Kuzilwa, 2005; Peter, 2001; Olomola, 2002). 

Whereas the Entrepreneurship Theory (Shane, 2003) postulates that business environment provides opportunity for entrepreneurial activities to those entrepreneurs who could identify them, and their decision to exploit such opportunities leads to the demand for micro-finance in terms of resource acquisition. Acquisition of micro-finance could also lead to opportunity for entrepreneurial activity. Appropriate use of acquired resources through good business strategy and organizational design could lead to business performance (Brana, 2008; Koontz & Weihrich, 2006; Salman, 2009; Shane, 2003).

[bookmark: _Toc426280182][bookmark: _Toc426280289][bookmark: _Toc426280396][bookmark: _Toc426280503][bookmark: _Toc427095326][bookmark: _Toc429739993][bookmark: _Toc431508630][bookmark: _Toc436035016]2.5 Conceptual Framework
The researcher conceptualized in the study relationship between growth of women' MSE and MFI services. In the framework, the growth of MSE was the dependent variable and it was indicated by sale turn over, number of employees, capital investment and profitability. Concerning independent variable literature review it revealed that non-financial) (business development, marketing and capacity building some non-financial service) provided by MFI was included conceptual frame work. 
The non financial product was measured in terms of accessibility and adaptability of the products and their likely influence to the growth of MSE. Finally intangible security with legal and  regulatory frameworks were proposed to moderate the relationship between the independent and dependent variable. The mandatory depository regulation set by central bank for MFI in short run on the loan amount given to MSE and in long run growth of MSE was affected.
[bookmark: _Toc428344168][bookmark: _Toc423514386][bookmark: _Toc423514848][bookmark: _Toc426279657][bookmark: _Toc426279725][bookmark: _Toc426280184][bookmark: _Toc426280291][bookmark: _Toc426280398][bookmark: _Toc426280505][bookmark: _Toc427095328][bookmark: _Toc428344169]Independent Variables                     Intervening Variables     	Dependent
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[bookmark: _Toc414393836][bookmark: _Toc423514390][bookmark: _Toc423514852][bookmark: _Toc426279661][bookmark: _Toc426279729][bookmark: _Toc426280190][bookmark: _Toc426280297][bookmark: _Toc426280404][bookmark: _Toc426280511][bookmark: _Toc427095334][bookmark: _Toc429739997][bookmark: _Toc431508631][bookmark: _Toc436035021]2.6 Research Gap
Many studies have been conducted regarding the role and effects of microfinance loans on improvement of women micro and small enterprises. Alabi, Goski, and Ahiawodzi (2007) found that, growth of MSE is part and parcel of a dynamic growth process in the corporate sector.  Lepi (2005), argues that although a number of measures have been used to identify and describe MSEs, there is no consensus on any one measure and it is customary to use several metrics, including the value of fixed assets of the enterprise, turnover and the number of employees. In addition The MFI services provided to MSE has impact on sale turn over, profitability, capital investment and number of employees hence growth of MSE (Lepi, 2005).

A study conducted by ILO (2003) revealed that, Small and medium scale enterprises (SMEs) play an important role in terms of employment creation, Medium enterprises employee 1 to 49 persons. It had been observed that the majority of persons employed in the informal sector in Botswana were females (56.2 percent) and youth (24.9 percent). Empirical literature suggests that SMEs, especially those owned by women and youth, have constrained access to external finance from formal banks and offered little in terms of job creation to female youths (Kapunda, Magembe and Shunda 2007). With all these research findings, little has been adequately researched regarding the role and effects of microfinance loans on improvement of women micro and small enterprises in Tanzania, particularly, women micro enterprises in Kigoma.
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CHAPTER THREE
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Research methodology refers to a systematic way of studying and solving the research problem. Kothari (2004) argues that, it does not only refer to research methods but also the logic behind the methods we use in the context of our research study and explain why a particular technique and not using others so that research results are capable of being evaluated either by a researcher himself or by others using similar methods. 

In this chapter the methodology is formed by Research design, sample design, data collection design and data analysis. This section on research methodology describes the research design, area of the study, population of the study, the sample and sampling procedures it also discusses data collection methods employed in answering the research questions, data analysis and  data credibility.

[bookmark: _Toc429740001][bookmark: _Toc431508635][bookmark: _Toc436035025]3.2 Research Design
The study adopted a descriptive survey that sought to assess the role and effect of microfinance loans on improvement of women micro and small enterprises. The study was being conducted in Kigoma Municipality to MSE owners and MFIs. The study considered accuracy as a major consideration and minimizes bias and maximizes the reliability of the evidence collected. The Descriptive survey was used because it describes and explains the present status, situations, events and trends (Kothari, 2004). The focus of the study was on MFIs delivering services to MSEs and MSE who are their clients. The study was to determine the availability of the services and their social –economic, cost and benefits to MFIs and MSEs.
[bookmark: _Toc429740004][bookmark: _Toc431508636]
[bookmark: _Toc436035026]3.2.1 Study Area
According to Encarta Encyclopedia (2009), Kigoma Region is one of Tanzania's 30 administrative regions. The regional capital is the city of Kigoma. According to the 2012 national census, the region had a population of 2,127,930, which was higher than the pre-census projection of 1,971,332.  For 2002-2012, the region's 2.4 percent average annual population growth rate was tied for the fourteenth highest in the country. It was also the sixteenth most densely populated region with 57 people per square kilometer. With a size of 45,066 square kilometres (17,400 sq mi), the region is slightly smaller than Estonia (45,227 square kilometres (17,462 sq mi).

Kigoma Region resides in the northwestern corner of Tanzania, on the eastern shore of Lake Tanganyika. The region lies at about 5° south and 30° east of Greenwich. The region is bordered to the north by both Burundi and the Kagera Region. To the east, it is bordered by the Shinyanga and Tabora regions, to the south by the Rukwa Region, and to the west by Lake Tanganyika, which forms a border with the Democratic Republic of the Congo. 

The region's total area is 45,066 square kilometres (17,400 sq mi), of which 37,037 square kilometres (14,300 sq mi) is land and 8,029 square kilometres (3,100 sq mi) is water. The region's total area is just 161 square kilometres (62 sq mi) less than that of Estonia. As of 1998, approximately 20,000 square kilometres was in forests and 12,000 square kilometres was suitable for grazing or farming. Encarta Encyclopedia (2009), explains Kigoma Region as being on a plateau that slopes from the northeast at about 1,750 meters down to 800 meters at the shore of Lake Tanganyika. The topography in the north and east is gently rolling hills that gradually become steeper as they get closer to the Albertine Rift margin. The most important river is the Malagarasi, with the Luiche and the Ruchugi being the two other major rivers draining the region.

[bookmark: _Toc426280195][bookmark: _Toc426280302][bookmark: _Toc426280409][bookmark: _Toc426280516][bookmark: _Toc427095339][bookmark: _Toc428344179][bookmark: _Toc429738314][bookmark: _Toc429740005][bookmark: _Toc431508637][bookmark: _Toc436035027]Figure 3.1: A map of Kigoma Region showing Kigoma Municipality
Source: Kigoma Municipal Council

[bookmark: _Toc431508638][bookmark: _Toc436035028]3.2.2 Target Population 
Kigoma municipality was selected for study because it has a large representation of MFIs in Tanzania. Secondly, reason was because the municipality had a large number of MSEs participating in credit programs. Target population involved in the study consisted of the all MSEs in Kigoma Municipality business. Business is the activity of providing goods and services involving financial and commercial and industrial aspects. 

This category is a fair representation of the study since they regularly interact with customers, suppliers, and the products. Information obtained from Kigoma trade office and the Kigoma town council licensing department on trade register indicated that there were two hundred small enterprises businesses registered by the council to operators in the town and four microfinance institutions. These businesses had the following characteristics selling farm produce, horticultural, vegetables, cereals, retailers, and wholesalers of assorted goods and services related business, operating either in fixed location.

[bookmark: _Toc426280194][bookmark: _Toc426280301][bookmark: _Toc426280408][bookmark: _Toc426280515][bookmark: _Toc427095338][bookmark: _Toc428344178][bookmark: _Toc429738313][bookmark: _Toc429740003][bookmark: _Toc431508639][bookmark: _Toc436035029]Table 3.1: Summary of the Target Population
	S.NO
	Category
	No. of Respondents
	Percentage (%)

	1
	FINCA beneficiaries
	20
	20%

	2
	 PRIDE beneficiaries
	20
	20%

	3
	SACCOS beneficiaries
	20
	20%

	4
	MFI’s officials
	5
	5%

	5
	Residents of Kigoma Municipality
	35
	35%

	6
	Total
	100
	100%


Source: Research Data 2014

The study was intended for 100 respondents who are beneficiaries of 20 women enterprises. They were chosen through a snow ball sampling upon the researcher’s visit to the micro finance institutions where these entrepreneurs had been there for returning the paybacks for the loan they had obtained. A snowball sample is a non-probability sampling technique that is appropriate to use in research when the members of population are difficult to locate (Kothari, 2004). This sampling procedure was chosen since it gives an effective and easy way to trace women enterprises with loan and without bias on the kinds of product they produce. The micro finance institutions visited for this study included; FINCA, PRIDE, and SACCOS.
[bookmark: _Toc426280196][bookmark: _Toc426280303][bookmark: _Toc426280410][bookmark: _Toc426280517][bookmark: _Toc427095340][bookmark: _Toc429740006][bookmark: _Toc431508640]
[bookmark: _Toc436035030]3.2.3 Sample Size 
Sampling is the process of selecting a few cases from a large population of cases for purpose of studying these few cases and generalizing on the large population. The target population refers to all the members of a real or hypothetical set of people, events or subjects to which we generalize the results of our research (Mugenda, 1999). Sampling units was women enterprises, and workshops. The researcher targeted the population based on case study what are the role and effects of MFI’s loans on MSEs in Kigoma municipality reflected what was happening in other MSE in the country. Stratified sampling method was used to come up with the above population strata (Wimmer and Dominick, 1991). From the above target population of 200 MSE above, the researcher picked a sample of 20 MSE. This was sample was 10% of targeted population .However, according Saunders, (2005) a sample is considered adequate if sample is greater than 30 and more than 10% of the population.
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[bookmark: _Toc436035031]3.3 Data Collection
[bookmark: _Toc426280198][bookmark: _Toc426280305][bookmark: _Toc426280412][bookmark: _Toc426280519][bookmark: _Toc427095342][bookmark: _Toc429740008][bookmark: _Toc431508642][bookmark: _Toc436035032]3.3.1 Questionnaires
Mugenda, (1999) suggests that the use of questionnaire surveys, an interview or observation forms on undertaking research. For the purpose of the study it recognized that collection of primary data was essential in order to achieve the objectives of the study. Two instruments of data collection were used together to gather information for the research. These were the questionnaire (structured and open ended) and oral interviews. Questionnaire is a research instrument that gathers data over a large sample. Questionnaires capture all the necessary data for the objectives of the study to be achieved. 

Questionnaire was developed to address a specific objective, research question of the study. Interviews schedules structured and unstructured were also applied, these are questions asked orally, are face to face encounters. The questionnaires were used because the respondents were busy and were issued with questionnaires to complete on their own. Secondly it gave the respondents time to respond to the items during their free time. The researcher administered the questionnaires personally to the respondent for the purpose of confidentiality. In addition the secondly reason for using the method was to get the informants to open up, and to produce more information (Kombo and Tromp, 2006). 

[bookmark: _Toc423514394][bookmark: _Toc423514856][bookmark: _Toc426279665][bookmark: _Toc426279733][bookmark: _Toc426280199][bookmark: _Toc426280306][bookmark: _Toc426280413][bookmark: _Toc426280520][bookmark: _Toc427095343][bookmark: _Toc429740009][bookmark: _Toc431508643][bookmark: _Toc436035033]3.3.2 Observation
Observation method of data collection is systematically planned and recorded and is subjected to checks and controls on validity and reliability. Under the observation method, the information is sought by way of investigator’s own direct observation without asking from the respondent (Kothari 2004). The main advantage of this method is that subjective bias is eliminated, if observation is done accurately. Secondly, the information obtained under this method relates to what is currently happening; it is not complicated by either the past behavior or future intentions or attitudes. Thirdly, this method is independent of respondents’ willingness to respond and as such is relatively less demanding of active cooperation on the part of respondents as happens to be the case in the interview or the questionnaire method. This method is particularly suitable in studies which deal with subjects (i.e., respondents) who are not capable of giving verbal reports of their feelings for one reason or the other (Source; Kothari, 2004)

In this research, observation was used as the method of data collection where the researcher went to areas where women entrepreneurs were operating their entrepreneurial activities. The researcher observed what and how they were doing their activities. Productive mechanisms and how the machines are innovated were the targeted observable features to affect the research objectives. 

[bookmark: _Toc426280200][bookmark: _Toc426280307][bookmark: _Toc426280414][bookmark: _Toc426280521][bookmark: _Toc427095344][bookmark: _Toc429740010][bookmark: _Toc431508644][bookmark: _Toc436035034]3.3.4 Data Sources
Data was collected using primary (field research) and secondary (library) sources. A primary source is a document, speech, or other sort of evidence written, created or otherwise produced during the time under study. Library research involved both published and unpublished materials in both public and private libraries. Information to this study came from the field of research to supplement the information already in published and unpublished literature. Information obtained from primary source was treated with high confidentiality. Where indicated or requested by informants, anonymity was guaranteed. The informants were explained the relevance and usefulness of the study before informing it. All cited works was rightly accredited. The researcher got the authorization letters from the concerned authority before starting the actual research. 

[bookmark: _Toc426280201][bookmark: _Toc426280308][bookmark: _Toc426280415][bookmark: _Toc426280522][bookmark: _Toc427095345][bookmark: _Toc429740011][bookmark: _Toc431508645][bookmark: _Toc436035035]3.3.5 Pre-Testing 
Before the actual study, the researcher carried out piloting MSE, which was not be included in the actual study. Pre-testing of the instruments was carried out on 30 members from MSEs randomly sampled outside those sampled for the study. Pre-testing was done to enhance consistency and dependency, accuracy and adequacy of the instruments. Consistencies of the test items were measured by the degree to which the test items attracted similar and related responses from the samples in the pilot testing exercise. 

[bookmark: _Toc423514395][bookmark: _Toc423514857][bookmark: _Toc426279666][bookmark: _Toc426279734][bookmark: _Toc426280202][bookmark: _Toc426280309][bookmark: _Toc426280416][bookmark: _Toc426280523][bookmark: _Toc427095346][bookmark: _Toc429740012][bookmark: _Toc431508646][bookmark: _Toc436035036]3.4 Data Analysis Techniques	
Once the data was checked for completeness ready for analysis, the data from the field was first coded according to the themes researched on the research. This enabled the use of computer in the summarizing of data in tables. The refined data was analyzed using descriptive statistics involving percentages and frequency. Frequency distribution, tables and pie-charts were used to organize and give a summary of the data and display in a meaningful and understandable manner so as to aid in describing and interpreting the outcome of the research. This gave the distribution of responses in the questionnaire in Frequencies and percentages form that was presented in terms of graphs, table and pie-charts in the course of discussing the findings. Conclusions were drawn and recommendations for the study made.

[bookmark: _Toc431508647][bookmark: _Toc436035037]3.5 Reliability 
The reliability was measured so as to find out the degree to which the measuring items gave similar results over a number of repeated trials. A test – retest method was be used to estimate the degree to which the same results could be obtained with a repeated measure of accuracy of the same concept in order to determine the reliability of the instrument. The selection of the pilot women MSE was done using purposive sampling.

[bookmark: _Toc423514860][bookmark: _Toc426279669][bookmark: _Toc426279737][bookmark: _Toc426280205][bookmark: _Toc426280312][bookmark: _Toc426280419][bookmark: _Toc426280526][bookmark: _Toc427095349][bookmark: _Toc429740015][bookmark: _Toc431508648][bookmark: _Toc436035038]3.6 Validity 
Content validity was determined by pre-testing. This determined whether the items were correctly worded in order to avoid misinterpretation when they are finally administered to the samples in the main study. After pre-testing, the instruments were adjusted. 
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CHAPTER FOUR
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[bookmark: _Toc417310071][bookmark: _Toc419747247][bookmark: _Toc420135508][bookmark: _Toc420248718][bookmark: _Toc423427048][bookmark: _Toc423427154][bookmark: _Toc423427260][bookmark: _Toc424035409][bookmark: _Toc424035513][bookmark: _Toc424035617][bookmark: _Toc426279673][bookmark: _Toc426279741][bookmark: _Toc426280209][bookmark: _Toc426280316][bookmark: _Toc426280423][bookmark: _Toc426280530][bookmark: _Toc427095353][bookmark: _Toc429740019][bookmark: _Toc431508651][bookmark: _Toc436035041]4.1 Introduction
[bookmark: _Toc417288223][bookmark: _Toc417307501][bookmark: _Toc417310072][bookmark: _Toc419747248][bookmark: _Toc420135509][bookmark: _Toc420248719][bookmark: _Toc423427049][bookmark: _Toc423427155][bookmark: _Toc423427261][bookmark: _Toc424035410][bookmark: _Toc424035514][bookmark: _Toc424035618][bookmark: _Toc426279674][bookmark: _Toc426279742][bookmark: _Toc426280210][bookmark: _Toc426280317][bookmark: _Toc426280424][bookmark: _Toc426280531][bookmark: _Toc427095354][bookmark: _Toc428344194]This chapter presents, interprets and discusses primary data obtained from the field and secondary data obtained from written documents relating to the study. Analysis and presentation of data is revolved around three specific objectives and all the significant information collected from other sources including library documentary review and reports.
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[bookmark: _Toc309538334][bookmark: _Toc396374443][bookmark: _Toc396722046][bookmark: _Toc414393856][bookmark: _Toc426279676][bookmark: _Toc426279744][bookmark: _Toc426280212][bookmark: _Toc426280319][bookmark: _Toc426280426][bookmark: _Toc426280533] In any research which deals with individuals, knowing the characteristics of respondents is very important and it play a significant for the researcher to know the kind of people he/she is dealing up with. Apart from knowing the number of samples from different institutions, in this study a set of personal characteristics namely; age, education level, occupation, income was examined.

 Age of the respondents is one of the most important characteristics in understanding respondent’s views about the particular problem. Older people have level of maturity in that sense age becomes more important to examine the response.  According to (Abera, 2003), education is one of the most important characteristics that might affect the person’s attitudes and the way of looking and understanding any particular family economic phenomena. In a way, the response of an individual is likely to be determined by his educational status and therefore it becomes imperative to know the educational background of the respondents. Person’s occupations in which it is related to Socio economic status was the most influencing factor on the behavior of women (Shabnam, et al,2010) established fact that affordability help to acquire healthful behaviors. 

The quality of life is also determined by an individual’s occupation and the incomes he derives from it. Occupation of an individual also socialized him or her in a particular fashion which in turn reflects his or her pattern of behaviors and his/her level of understanding of particular phenomenon. In other words the person’s response to a problem is possible determined by the type of occupation he is engaged in and hence variable occupation was investigated by the researcher. Income of a person plays an important role in shaping the economic conditions of an individual which in turn is likely to have bearing on the responses about a problem posed to him. The researcher, therefore in this study attempted to investigate the income as variable.

[bookmark: _Toc417642161][bookmark: _Toc421013522][bookmark: _Toc427095356][bookmark: _Toc429740021][bookmark: _Toc431508653][bookmark: _Toc436035043]4.1.2 Distribution of Respondents by Age
The study examined the age of the sample respondents in order to know the age group of women entrepreneurs engaging in enterprising industry in Kigoma Municipality. About 100 women filled questionnaires, 14 percent of the respondents (Table 4.1) were aged 16-25 years, 32% were aged 26-35 years while 43 % were aged 36-45 years and 11% were aged above 45 years. Therefore, the findings of this study affirmed that majority of women entrepreneurs fall mainly into the economically active age group of 26-45 years.  Outside this spectrum were a few (11%) above 45 years old. This result showed that women have a culture of starting business enterprises at the age of 20 to 30 years after attaining maturity with family responsibilities.
[bookmark: _Toc427095357][bookmark: _Toc429740022][bookmark: _Toc431508654][bookmark: _Toc436035044]Table 4.1: Distribution of the Respondents by Age
	Age Category
	Frequency
	Percent

	16-25
	14
	14

	26-35
	32
	32

	36-45
	43
	43

	45≠≤
	11
	11

	Total
	100
	100


Source: Research Data 2014

The findings of this study are in line with the study done by Ablorh (2011) who found out that most of the women entrepreneurs in Accra Ghana were in their active age (ages of 36-45) and had  potential for growth and development for empowerment. That is, the dynamic, enterprising, risk taking and working class age. They have the potential to grow their savings and investment and consequently support themselves, the company and the economy at large. Also the findings of this study corroborate with the findings of Kagine (2013) in her study on microfinance institutions and women economic empowerment in Mbeya city, found out that majority of women entrepreneurs were aged between 36-45.
[bookmark: _Toc427095358][bookmark: _Toc429740023][bookmark: _Toc431508655]
[bookmark: _Toc436035045]4.1.3 Marital Status of the Respondents
Marriage is an institution in which interpersonal relationships (usually intimate and sexual) are sanctioned with governmental, social, or religious recognition. It is often created by a contract or through civil processes (Murdock, 1949). The married dominated the respondent’s base in implying that, they (married) have various source of capital, own some asserts for collateral and their social network is much larger compared to unmarried ones. Also they have difficulties and many responsibilities to get involved in the asset development or enterprising through business than the single ones. They are more concerned about getting employed, through self-employment to support their husbands in order to solve financial difficulties around their families.  

The study results revealed that the majority of women (Fig 4.1), where 41% were single, 40% were married, 14% were widows, and 5% were separated. This means that both married and single women were engaged in micro and small enterprises due to the fact that women are now empowered for self reliance unlike during the past when they (women) could solely depend on men to fend for their living. These findings are in line with the study by Ablorh (2011) who affirmed that married women in SME’s take the greater share of the study, have responsibility towards taking care of their various homes and hence this category needs financial liberation.

[bookmark: _Toc436035046][bookmark: _Toc426280218][bookmark: _Toc426280325][bookmark: _Toc426280432][bookmark: _Toc426280539][bookmark: _Toc427095360]
[bookmark: _Toc429740024][bookmark: _Toc431508656][bookmark: _Toc436035047]Figure 4.1: Marital Status of the Respondents

[bookmark: _Toc429740025][bookmark: _Toc431508657][bookmark: _Toc436035048]4.1.4 Education Level of the Respondents
Education level of respondents was considered in this study so as to determine whether women’s level of business understanding has an influence to their engagement in Micro and Small enterprises. Study results show that, the majority of women (Figure 4.1), (43%) engaged in Micro and small enterprises had secondary education, 20% had undergone vocational training and other 20% had university degrees and very few (17%) had primary education. The study results revealed that almost majority of women were married (40%). This shows that the married coup discussed about the projects. Though single also register the highest 41%, while 14% were widows and 5% were separated.


[bookmark: _Toc426280219][bookmark: _Toc426280326][bookmark: _Toc426280433][bookmark: _Toc426280540][bookmark: _Toc427095361][bookmark: _Toc429740026][bookmark: _Toc431508658][bookmark: _Toc436035049][bookmark: _Toc426280220][bookmark: _Toc426280327][bookmark: _Toc426280434][bookmark: _Toc426280541][bookmark: _Toc427095362]Figure 4.2: Education Level of the Respondents
[bookmark: _Toc429740027][bookmark: _Toc431508659]
[bookmark: _Toc436035050]4.1.5 Economic Activities of the Respondents
Economic activities of the respondents were considered in this study to determine women’s multiple means of earning a living. The study results show that, the majority of women, 29% in Kigoma Municipality as (Table 4.3) had micro and small Batik enterprises, 13% had poultry projects, 14% had shops, 23% were fish vendors, 7% had hair plating and dressing salons, 7% had goats projects, 2% had micro and small soap enterprises and very few, 1% were engaged in timber supply businesses. These result show that, majority of Kigoma women had obtained loans from Microfinance institutions for innovations. Women have multiple means of eking out their living.  

[bookmark: _Toc436035051]Table 4.3: Economic Activities of the Respondents
	
	Frequency
	Percent

	
	Shop
	14
	14.0

	
	Poultry production
	13
	13.0

	
	Batik
	29
	29.0

	
	Fish vendor
	23
	23.0

	
	Salon
	7
	7.0

	
	Dairy cattle project
	7
	7.0

	
	Goat project
	2
	2.0

	
	Soap project
	4
	4.0

	
	Timber Project
	1
	1.0

	
	
	
	


[bookmark: _Toc427095364][bookmark: _Toc428344204][bookmark: _Toc426280222][bookmark: _Toc426280329][bookmark: _Toc426280436][bookmark: _Toc426280543]Source: Research Data 2014

These results are confirmed by ILO (2003) that women entrepreneurs experience upward mobility in terms of formalization, employment growth and size of business established in a  given period of time, for supplementing incomes, or enjoyment of the work they are doing by using existing competencies. Kasango (2014), in his study on contribution of women enterprises in job creation to female youth in Singida urban found that 10 % of women were involved in trading sector including owning wholesale shops importing and supplying large quantities of food products. 

Some supply soft drinks and alcoholic beverages on a retail and wholesale basis. On the other hand, some of them involved in selling cosmetics, foodstuffs, plastic wares and kitchen utensils on retail and wholesale basis. Moreover, the findings by Kasango (2014) indicated that 25.5 % were involved in business venture including catering services, restaurants, snack shops and bakeries, dressmaking, hairdressing, food and cash crop processing such as sunflower oil processing whereas 32.7 % of them were in processing entrepreneurial sector like preservation of fish by smoking, drying or salting. The interviews with the women revealed that they buy fish from the fishermen and preserve it by smoking, sun-drying or salting.

On the other hand, Kasango (2014) observed that, 10.9 % were involved in manufacturing sector including handicraft making earrings, assorted bead making and pottery making, soap, detergent, cosmetics and shampoo production. Moreover, 17.3 % were involved in industry sector such fabrics, for example the batik, and tie and dye making. The women involved in these ventures are innovative and have the abilities and skills to blend different colors to produce beautiful fabric. Finally, 3.6 of the respondents involved in service sector especially education sector including niche markets in the area of pre-schools (childcare),  vocational schools which cater for school drop-outs, who otherwise would be on the streets without any skills.
[bookmark: _Toc429740029][bookmark: _Toc431508661]
[bookmark: _Toc436035052]4.2 Discussions of Findings 
[bookmark: _Toc426280225][bookmark: _Toc426280332][bookmark: _Toc426280439][bookmark: _Toc426280546][bookmark: _Toc427095367][bookmark: _Toc429740030][bookmark: _Toc431508662][bookmark: _Toc436035053]4.2.1 Effectiveness of Microfinance Institutions’ loans to Women Micro and Small Enterprises’ Improvements
We wanted to know when respondents (women) had started their micro and small enterprises to determine the relationships between business improvements and experiences. Study results indicated that, 36% of the respondents  (Table 4.4) had 2-12 months experience in  micro and small enterprises, 24% had 12-36  experience, 14% had more than 36 months experience, 19% had 1-2 moths experiences in Micro and small enterprises and very few  (7%) had 0-1 month experience in Micro and Small enterprises. This means that the majority of women had experiences in running their businesses after obtaining the loans from Microfinance Institutions.

[bookmark: _Toc428344209][bookmark: _Toc429740031][bookmark: _Toc431508663][bookmark: _Toc436035054]Table 4.4: Respondents’ Experiences in Micro and Small Enterprises
	
	Frequency
	Percent

	
	      0-1months
	7
	7.0

	
	1- 2 months ago
	19
	19.0

	
	      2-12 months ago
	36
	36.0

	
	12 – 36 Months ago
	24
	24.0

	
	More than 36 months ago
	14
	14.0

	
	Total
	100
	100


Source: Research Data 2014

When asked about Micro and Small enterprises ownerships, the majority of respondents (55%) had been running their Micro and Small enterprises as women personal properties, 30% were under joint venture i.e. on cooperative basis and 13% were running their Micro and Small enterprises as the family projects. The researcher was interested to determine whether Micro and Small enterprises act as the means of creating jobs to the entire Kigoma population. The study results show that 60% of women’s Micro and Small Enterprises 1-5 workers, 21% had 6-10 workers and 19% had 11-20 workers. These data signify that Micro and Small enterprises act as the means of job creation to the wider community of Kigoma Municipal population.

Respondents were also asked to state what motivated them to engage in Micro and Small enterprises. The researcher intended to determine whether the Microfinance Institutions have any influence in this regard. Study results show that, 90% of respondents were influenced to engage in entrepreneurships due to easy access of loans from Microfinance Institutions such as PRIDE, FINCA, SACCOS, BRAC and SELF. 

The remaining 10% indicated several reasons which include complain like what one of respondents indicated:  “Most Tanzanian banks often rely on personal profiles and track records while reviewing loan applications. In the case of Kigoma women, these are often not strong enough or relevant for banking needs as women entrepreneurs often lack proper records / documents. There is little effort by financial institutions to understand this sub-segment and design tailored financial products or processes”. 

Another respondent indicated that: Banks generally consider women-owned enterprises as a high-risk sub-segment as these enterprises operate mostly in the informal sector and are usually micro in scale. Further, absence of collateral causes banks to avoid this sub-segment. Some bankers believe lending to unmarried women could be risky. The event of marriage could lead to change of locality or profession, and a possibility of default”. Therefore, Microfinance Institutions have the role to play in influencing the flourishment of Micro and Small enterprises in Kigoma Municipality. 

When asked whether the loans borrowed were affordable, the majority of women (92.8%) agreed to have the loans from Microfinance Institutions affordable and have managed to have their weekly returns done promptly on schedule.  Only 7.2% found Microfinance Institutions’ loans not affordable due to lack of profits from their established Micro and Small enterprises. In the focus group discussion one of the respondents indicated that: “Kigoma women-owned enterprises are not radically different from the needs of male-owned enterprises, the level of financial exclusion is higher due to a combination of factors including the social status of women and prevalent social norms in Tanzania influence perceptions of financial institutions and the ability of women entrepreneurs to access finance”.

[bookmark: _Toc426280227][bookmark: _Toc426280334][bookmark: _Toc426280441][bookmark: _Toc426280548][bookmark: _Toc427095369][bookmark: _Toc428344210]Others did not agree with this opinion and they indicated it is due to lack knowledge about available finance options, advantages and disadvantages and costs of various options, benefits of borrowing, etc. This lack of knowledge generates reluctance to access finance from formal channels. In this study, the majority of women (80%) agreed to have attained training on how to run their enterprises while very few (20%) had not attained entrepreneurial trainings for the last two years. Study results reveal that entrepreneurial trainings have enabled the majority of women to get engaged in batik, soap production, palm oil and poultry projects. 

[bookmark: _Toc429740032][bookmark: _Toc431508664][bookmark: _Toc436035055]Table 4.5: Improvements in Micro and Small Enterprises after Obtaining MFI’s Loans
	
	Frequency
	Percent%

	
	Yes
	70
	70.0

	
	No
	30
	30.0

	
	Total
	100
	100


Source: Research Data 2014

When asked whether they had undergone improvements in their enterprises after obtaining the loans form Microfinance institutions, the majority of women (Table 4.5) agreed and a few (30) had not recorded improvements in their entrepreneurial activities. The interview results with five (5) Microfinance Institutions’ officials revealed by 100% that trainings are conducted for women engaged in Micro and small enterprises to ensure their businesses profitability and follow up for their loans’ returns.

[bookmark: _Toc436035056]4.2.2 Challenges Facing Women’s Micro and Small Enterprises at Kigoma Municipality
[bookmark: _Toc428344211]In this subsection the researcher sought to identify the challenges facing small scale women entrepreneurs in Kigoma and initiatives put in place to counter the challenges. One of the key challenges identified by respondents is the conditions set by the microfinance institutions in landing loans to women. About 48% had easy access to loans from FINCA, 45% had obtained the loans from PRIDE and 6 % had obtained loans from NMB and very few (1%) could get the loans from SACCOS (Figure 4.2). These study results reveal that, terms and conditions of FINCA were more convenient to women engaged in micro and small enterprises than conditions of NMB, PRIDE and SACCOS. FINCA was found to have been well advertised in Kigoma Municipality and could easily provide good education to women on how to run their entrepreneurial activities.

[bookmark: _Toc429740033][bookmark: _Toc431508665][bookmark: _Toc436035057]Figure 4.3: Respondents’ Access to Loans from Microfinance Institutions
[bookmark: _Toc426280231][bookmark: _Toc426280338][bookmark: _Toc426280445][bookmark: _Toc426280552]When asked how much they (women) had borrowed, a good number of respondents (Fig 4.3), about 32% had borrowed between 400,000-800,000 Tsh, 26% of respondents (women) had borrowed over 1,000,000Tsh 19% of women had borrowed over 3,000,000 Tsh and 22% of women had borrowed over 5,000,000 Tsh. These study results indicate that a small amount of loans is obtained by women engaged in micro and small enterprises. 


[bookmark: _Toc436035058]Figure 4.4: Amount of Loans Borrowed by Women Entrepreneurs from MFI’s

The amount was not enough to make an investment on innovation as one of the responded quoted saying  “Investing in new product (like modern materials) is very expensive and sometimes very risky. You are not sure of recovering your money back. I rather use the money I got from loan in buying more raw materials and adding some more workforces so that I increase quantity of what I produce, that is more profitable and it is the one thing applicable considering the amount of loan we get from the financial institution.” The study findings by Rosenthal (2004) reveal that, in contrast to formal finance, informal finance provides a much easier conditions to get loan. Borrowers and lenders often live in the same areas or easy to get to know each other. Lenders often do not require any collaterals or documents; they treat each other by informal laws. 

Borrowers are incentive to repay basing on the relationship and trust or sometime borrowers are threatened to repay by violence. The difference in level of accessibility to loan explains why there is co-exist in formal and informal finance in rural developing countries. The high cost and limited enforcement are other features of rural credit market. While informal lenders are charging higher interest rate, they are cheaper to access and it may be quick in disbursement. It is an opposite case for formal credit. Higher cost, lower interest rate and slower to get the loan disbursed (Hoff and Stieglitz 1990). Using data from Thailand, Gine (2005) estimates that cost of accessing a formal institution is approximately US$30 while the cost of accessing an informal source is relatively small and negligible.
[bookmark: _Toc414393884][bookmark: _Toc426279681][bookmark: _Toc426279749][bookmark: _Toc426280232][bookmark: _Toc426280339][bookmark: _Toc426280446][bookmark: _Toc426280553][bookmark: _Toc427095373][bookmark: _Toc429740034][bookmark: _Toc431508666][bookmark: _Toc436035059]
CHAPTER FIVE
[bookmark: _Toc414393885][bookmark: _Toc426279682][bookmark: _Toc426279750][bookmark: _Toc426280233][bookmark: _Toc426280340][bookmark: _Toc426280447][bookmark: _Toc426280554][bookmark: _Toc427095374][bookmark: _Toc429740035][bookmark: _Toc431508667][bookmark: _Toc436035060]5.0 DISCUSION OF FINDINGS, RECOMMENDATION AND CONCLUSION
[bookmark: _Toc426279683][bookmark: _Toc426279751][bookmark: _Toc426280234][bookmark: _Toc426280341][bookmark: _Toc426280448][bookmark: _Toc426280555][bookmark: _Toc427095375][bookmark: _Toc429740036][bookmark: _Toc431508668][bookmark: _Toc436035061]5.1 Introduction 	
This chapter is divided into three sections, namely, summary of findings, discussion of findings, conclusion and recommendations. The discussions, by research objectives, provide findings of other researchers compared with findings in this study. Any knowledge gap is discussed and concurrence of findings is acknowledged.

[bookmark: _Toc426280235][bookmark: _Toc426280342][bookmark: _Toc426280449][bookmark: _Toc426280556][bookmark: _Toc427095376][bookmark: _Toc429740037][bookmark: _Toc431508669][bookmark: _Toc436035062]5.2 Summary of Findings
Specific objective one aimed at determining the effectiveness of loans from Microfinance Institutions to the improvement of Micro and Small enterprises.  The findings showed that these enterprises are innovative through incremental kind of innovation. That is, they do adopt and adapt product and production processes from outside their boundaries and hence add something to their local market. They also modified the existing product and production processes to suit and be effective in their local market. Less of new product innovation was spotted in the field study and basically was because new product innovation needed a bigger capital and it is much more risky and hence due to the size of these enterprises that was inapplicable.

Specific objective two aimed at identifying the challenges and the solutions that were associated with loan for innovation. The findings revealed that the pressing challenges ware associated with the terms and conditions that come with the loan. These were amount of the loan that was granted was very small, maturity period for starting repaying back the loan was very short and the weekly payment mechanism was not advantageous to these enterprises and also the rates charged were high. Proposed solutions that came up from women on these micro and small enterprises stressed more on adjusting the terms and conditions of these loans from the Micro Finance institutions. The more stressed solution was the amount of the time that should be given before these financial institutions can start demanding the paybacks of the loan. Others are reduction of the interest rate and also an increase of the amount that an enterprise can borrow.

[bookmark: _Toc414393887][bookmark: _Toc426279684][bookmark: _Toc426279752][bookmark: _Toc426280236][bookmark: _Toc426280343][bookmark: _Toc426280450][bookmark: _Toc426280557][bookmark: _Toc427095377][bookmark: _Toc429740038][bookmark: _Toc431508670][bookmark: _Toc436035063]5.3 Discussion of Research Findings
[bookmark: _Toc426280237][bookmark: _Toc426280344][bookmark: _Toc426280451][bookmark: _Toc426280558][bookmark: _Toc427095378][bookmark: _Toc428344218][bookmark: _Toc429740039][bookmark: _Toc431508671][bookmark: _Toc436035064]5.3.1 Objective 1: To Determine the Effectiveness of Loans from Microfinance Institutions to the Improvement of Micro and Small Enterprises
This research objective  is in line with the study conducted McPherson (1996) which revealed that, beside in changing people’s livelihood, there is a large body of literature on small firm growth in African countries, most of which follows the debate on Gibrat's law (stating that growth is independent of firm size). McPherson (1996) uses survey data from four African countries and analyzes growth determinants for a small micro-enterprise sample finding a significant influence of business sector, human capital, gender, and firm size on growth. 

A study carried out by Mosley and Hulme (1998) of 13 microfinance institutions (MFIs) in seven countries in Asia, Latin America and East Africa uncovers similar findings. A five –year comparison of the incomes of borrowers and non-borrowers shows a significant effect of credit on income for the majority of MFIs.  Barnes and Keogh (1999) present the baseline findings of a two-stage assessment of the impact of microenterprise services on clients, their households and enterprises in Zimbabwe. 
Findings highlight similarities and differences between new Zambuko program clients, repeat clients and non-client micro entrepreneurs. Concludes that: (i) Zambuko clients are micro entrepreneurs from low-resource, low-income households; (ii) repeat clients tend to be significantly different from new clients and non-clients. They are better off economically than the new clients and non-clients, probably because initial loans proved useful in stimulating a net increase in enterprise income; (iii) loan funds permit the majority of clients to make purchases which they otherwise would not have made; and (iv) provision of client business training by Zambuko has resulted in positive business changes.  

Overall results establish that participation in microenterprise programs leads to improvements in the economic welfare of households, enterprise growth or stability, increases in empowerment of women and strengthened social networks. In this study, it has been noted that, the majority of respondents (55%) had been running their Micro and Small enterprises as their(women) personal properties, 30% were under joint venture i.e. on cooperative basis and very few(13%) were running their Micro and Small enterprises as the family projects. The researcher was interested to determine whether Micro and Small enterprises act as the means of creating jobs to the entire Kigoma population. 

The study results show that 60% of women’s Micro and Small enterprises 1-5 workers, 21% had 6-10 workers and 19% had 11-20 workers. These data signify that Micro and Small enterprises act as the means of job creation to the wider community of Kigoma Municipal population. It was also revealed that, majority of BRAC, PRIDE, FINCA and SACCOSS clients (97%) know the importance of saving and investing. Their savings is used to finance some new economic activities, domestic use like paying fees for their children and for consumption. So they have managed to invest some other economic activities because of income from the businesses. The reason behind this is the proper use of loan borrowed from MFI.

[bookmark: _Toc426280238][bookmark: _Toc426280345][bookmark: _Toc426280452][bookmark: _Toc426280559][bookmark: _Toc427095379][bookmark: _Toc428344219][bookmark: _Toc429740040][bookmark: _Toc431508672][bookmark: _Toc436035065]5.3.2 Assessment of Challenges Facing Women’s Enterprises and Proposed the Solutions to these Challenges
This objective concurs with the study conducted by Kessy & Urio (2006) on contribution of MFI on poverty reduction in Tanzania; the researchers covered four regions of Tanzania which are Dar es Salaam, Zanzibar, Arusha and Mwanza. Both primary and secondary data were collected; primary data were collected from 352 MSE’s through questionnaires, interviews were also conducted. PRIDE (T) Ltd which is a microfinance institutions were used as a case study so as to get the insight of MFI operations. 

The study findings pointed out that to large extent MFI operations in Tanzania has brought positive changes in the standard of living of people who access their services, clients of MFI complained about high interest rate charged, the weekly meeting was pointed out as barrier as the time spent in weekly meeting could be used to other productive activities. The study recommended MFI to lower its interest rate, increase grace period and provide proper training to MSEs. Kessy & Urio (2006) further observe that, the transaction cost can be conceptualized as a non financial cost incurred in credit delivery by the borrower and the lender before, during and after the disbursement of loan. The cost incurred by the lender include; cost of searching for funds to loan, cost of designing credit contracts, cost of screening borrowers, assessing project feasibility, cost of scrutinizing loan application, cost of providing credit training to staff and borrowers, and the cost of monitoring and putting into effect loan contracts. On the other hand, the borrowers that is MSEs for this case may incur cost ranging from cost associated in screening group member (group borrowing), cost of forming a group, cost of negotiating with the lender, cost of filling paper work, transportation to and from the financial institution, cost of time spent on project appraisal and cost of attending meetings, etc (Bhatt and Shui-Yan, 1998). 

The parties involved in a project will determine the transaction cost rate. They have the sole responsibility to reduce the risk they may come across (Stiglitz, 1990).In this study, the findings reveal that, in determining the challenges faced by women engaged in Micro and small enterprises, the majority of women (8%) from Mwandiga, Nazareth, and Mwanga mentioned the costs of transporting raw materials from Dar-es Salaam to Kigoma as the stumbling blocks to their enterprises and 20% mentioned disinterestedness of the local community in purchasing local products like Batik, palm cooking oil. When asked on the solutions to the mentioned challenges, the majority (70%) suggested the use of media to woo customers in buying the local goods and the remaining 30% suggested for the government supports in reducing costs of exporting local goods abroad to capture international markets.

[bookmark: _Toc426280239][bookmark: _Toc426280346][bookmark: _Toc426280453][bookmark: _Toc426280560][bookmark: _Toc427095380][bookmark: _Toc429740041][bookmark: _Toc431508673][bookmark: _Toc436035066]5.4 Conclusions
[bookmark: _Toc426280240][bookmark: _Toc426280347][bookmark: _Toc426280454][bookmark: _Toc426280561][bookmark: _Toc427095381][bookmark: _Toc428344221][bookmark: _Toc429740042][bookmark: _Toc431508674][bookmark: _Toc436035067]5.4.1 Research Question 1: Effectiveness of Microfinance Institutions’ Loans to Women Micro and Small Enterprises’ Improvements
The study concludes that loans from Microfinance Institutions help women entrepreneurs in job creation and poverty reduction in Kigoma municipality. The research revealed that there was significant improvement in social economic status of women who were engaged in small micro enterprise activities like food vendors, selling shoes and clothing, ornaments and drinks. The study showed that the majority of women enterprises have employed many female youths ranging from one to 10 employees. Women entrepreneurs created employment because they had assistants who helped in carrying out the business ventures. The findings indicated that 100.0 percent of women entrepreneurs in the study area had employees assisting in their business activities.

Moreover, 79.1 percent of the respondents argued that building modern markets assisted by the governments where women entrepreneurs can export their raw materials  is among the great intervention measures to women entrepreneurs challenges while 68.2 percent of the respondents pointed out provision of business training including marketing, entrepreneurship and customer care training skills which could avert challenges facing women entrepreneurs and 96.4 percent were of the view that reconsidering women property ownership could also help women entrepreneurs overcome challenges facing them. 

On the other hand, the study conducted by Birley (2008) found that the background and personal characteristics of women entrepreneurs in MSEs in that they are from a middle or upper class family, the daughter of a self employed father, educated to degree level, married with children, forty to forty five at start-up and, with relevant experiences. In support of Barley’s findings, women entrepreneurs in MSEs are daughters of self employed father and are married. The fact that these entrepreneurs are daughter of self employed father shows that women entrepreneurs in MSEs are not significant in number in the business arena. This is because the number of respondents having a self employed mother or sister is insignificant. By the same logic, it is also possible to guess from the fact that women entrepreneurs are married that they may have conflicting gender roles such as keeping kids since in our country context most of these responsibilities are left to women. However, the idea that these entrepreneurs are from a middle or upper class, educated to degree level, forty to fort five at the start up and having the relevant experiences contradict with the Birley’s findings. Of course, his findings may work in most developed countries. Their total applicability in developing countries like Ethiopia is questionable.

[bookmark: _Toc429740043][bookmark: _Toc431508675][bookmark: _Toc436035068]5.4.2 Challenges and Solutions Facing Women’s Micro and Small Enterprises
In this study it was evidenced that, women engaged in Micro and small enterprises, faced several challenges, for example the majority of women (80%) from Mwandiga, Nazareth and Mwanga mentioned the costs of transporting raw materials from Dar-es Salaam to Kigoma as the stumbling blocks to their enterprises and 20% mentioned disinterestedness of the local community in purchasing local products like Batik, palm cooking oil. When asked on the solutions to the mentioned challenges, the majority (70%) suggested the use of media to woo customers in buying the local goods and the remaining 30% suggested for the government supports in reducing costs of exporting local goods abroad to capture international markets.

On the other hand, the study conducted by Abraham (1993) revealed that, MFI provides financial services to the clients in form of loans, which are required to pay more with a high interest rate charged by the MFI. For instance, when a client is given a loan of Tsh.200, 000/= is required to pay Tsh.226, 000/= (with the interest rate of Tsh.26, 000/=). Therefore, the individual always receives more than he gives; likewise, he gives more than he receives. This supports Levi-Strauss model of modern social exchange theory in a sphere of culture (Abraham, 1993) when he argues that; “Individuals always receive more than he gives; likewise, he gives more than he receives”.

The credit delivery system has difficult condition, including:- high interest rate charged, weekly repayment of loans, high costs incurred by clients in loan transaction process, group loans, entrepreneur education is not adequately provided, confiscation of properties of the defaulters which leads to serious negative impacts to clients like psychological torture, disintegration of their marriage/ family conflicts.
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[bookmark: _Toc436035069]5.5 Recommendations
The findings of this study have demonstrated that Women Entrepreneurships Development Program -supported women’s age profile in which,  most of them(women)  had their ages ranging from 20-31 years old. It should be taken by financial institutions to tap this profitable segment with products and services tailored to the needs of women-owned. However, financial institutions will need to adapt due to a number of reasons. First, women entrepreneurs are predominantly in the services sector, while the majority of credit extended by banks has historically been to manufacturing based enterprises. 

Second, banks rely heavily on collateral to give credit, which is a constraint for women-owned services enterprises. Third, there is also a need to address some of the more obvious barriers that prevent women entrepreneurs from approaching financial institutions, such as a lack of women relationship managers and the need for support from a male family member to access credit. Finally, financial institutions should consider options such as advisory desks at selected bank branches to offer information on products and services tailored to women-owned enterprises. 

The policy implication of this situation is that, development interventions like the Women Entrepreneurships Development Program should devise strategies for enabling younger people to participate. Such strategies could include; finding out factors that prevent younger people from participating and attempting to address the contribution of loans obtained by women in developing their Medium and small enterprises. 

 Similarly, the findings on Women Entrepreneurships Development Program-supported women by education, post educational training, and work before food processing as well as their husbands’ social status revealed that the program was more accessible to women in urban areas and with a higher social status. The policy implication here is that there is a need for similar development interventions to be more inclusive. One way of doing this is to offer the same training at lower fee considered affordable by ordinary people who are in need. 

Wide publicity of the training through SIDO’s national network could help to ensure that the information reaches as many people as possible. With regard to constraints to women’s empowerment by-Women Entrepreneurships Development Program supported women; the recommended policy implication is two-fold. First, there is a need to sensitize women to shed the dependence syndrome and be more willing to bear the costs of further training. Second, since it is already known that women lack capital, there is a need for the program to come up with a facility to enable women to construct independent production units as required by the regulating authorities. Such a facility need not be completely free because that is anti-entrepreneurial. Instead, it could be offered on very soft terms to assist in capacity building.

Indeed, based on the policy implication above, the central government and local government should expand branches of Women Development Banks to all Regional Headquarters so that Women entrepreneurs can access soft loan and grants to sustain their business enterprises. Business community should recognize the micro trading informal business sector as an important partner in issues of employment, revenue generation and customer’s friendliness. Therefore, a business and policy friendly communication system should be put in place towards a fair trading partnership.

The research findings has shown that there is still much to be done for the development of women entrepreneurs since they are still challenges that affect the development of women entrepreneurs in Kigoma municipality. These recommendations are directed to Tanzanian Government for the development of women entrepreneurs in the country. Expand the market for women entrepreneurs in Tanzania, by increasing the number of trade fairs and provide support for women entrepreneurs to participate in many trade fairs since it is an opportunity for marketing women entrepreneurs' Products. Increasing trainings and workshop for women entrepreneurs in communication skills, Business plan, ICT use in their activities, trainings related to their type of business, Trainings that will help women entrepreneurs to start and expand their business, management and technical skills. Reduce taxes since it was highlighted as a problem which hinders women entrepreneurs' development. Increase in infrastructure facilities road, water and electricity since it is presented as a challenge for women entrepreneurs. Facilitate women entrepreneurs in getting loans and credit and increase researches and surveys on women entrepreneurs to know their challenges.

The respondents gave various suggestions to the government on ways of giving support to business women in Kigoma municipality. These were their recommendations: To build more markets; to give low interest loans to the women in business; to train women in entrepreneurship. This would enable them to generate more money to further employ many unemployed female youths and reduce poverty in Tanzania.
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QUESTIONNAIRES FOR WOMEN OWNERS OF MICRO AND SMALL ENTERPRISES WHO HAVE OBTAINED LOANS FROM MICRO FINANCE INSTITUTIONS
Dear Colleague, 
My name is Restituta Kanoni; I am currently a Master’s degree student at the Open University of Tanzania. My Master’s thesis examines the role and effects of microfinance institution’s loans innovativeness in micro and small enterprises focusing on women’s micro and small enterprises in Kigoma district council.

 I kindly request you as one of the beneficiaries of loans for women’s micro and small enterprises   in Kigoma District to take not more than 20 minutes to voluntarily respond to this questionnaire appropriately according to your own understanding and experience in these projects. 

Your participation in this study will provide me with the necessary data that I need to complete my study successfully. 

I wish to assure you that all information you give will be treated very confidentially. Data will be reported in aggregate and all responses will remain anonymous. In case you have extra information that may contribute to the success of my study, please feel free to write at the end of the questionnaire. 

SECTION A: Personal Information (Demographics)
1. Gender (Tick one √): Male [ ] Female [ ] 
2. Age: …………..Years 
3. Marital Status (Tick One √): Married [ ] Single [ ] Widow [ ] Widower [ ] 

SECTION B: 
About the enterprise 
1. Name of the business ……………………………………………… 
2. Location ……………………………………………………………. 
3. When was the business established ……………………………………….. 
4. For how long have you been in this career before establishing this venture? ...........................…………………………………………………. 

5. What is the form of your business? (Please, tick where appropriate)
a) Sole proprietorship ( )
b) Joint venture          (  )
c) Family owned        (  )
6. Number of workers working in the enterprise 
a) 1-5   (  )
b) 6-10 (  )
c) 11-20 (  )
7. Education of the owner 
a) Primary (  )
b) Secondary (  ) 
c) Vocational training (  )
d) High Education (  )
8. What made you be an entrepreneur? ……………………………………………………………….. 
9. Have you got entrepreneur training? 

10. Have you got entrepreneur training? 
Yes                            No

11. If yes when did u get the training? …………………………………………………… 

B. Production 
12. What products do you produce? 
………………………………………………………………………………………… 
13. What machines do you use in production? 
…………………………………………………………………………………………
14. Where do you get the raw materials? (Please, tick where appropriate) 
a) Dar es Salaam (  )
b) Other regions (  )
c) Other country (  )
15. Where did you get the capital for the business? 
a) From the family (  )
b) Financial institution (  )
c) From friends            (   )
C. Innovation 
16. Have you made any new product in the past 3 years? 
Yes                               No 
17. If yes, what product and how many? 
……………………………………………………………………………………………………………………………………………………………………………………
18. Have you adopted any new product in the past 3 years? 
Yes                                      No 
19. If yes, what product and how many? ………………………………………………………………………. 

20. Have you modified any product in the past 3 years? 

Yes                                  No 
21. If yes, what product and how many? 
………………………………………………………………………………………………… 
22.. Have you made any new production process/machine in the past 3 years?

Yes                              No 
23. If yes, what production process/machine and how many? ……………………………………………………………………………………………………………………………………………………………………………..

24. Have you adopted any new production process/machine in the past 3 years? 

Yes                                              No 
25. If yes, what production process/machine and how many? ………………………………………………………………………………………………………………………………..……………………………………….................. 

26. Have you modified any production process/machine in the past 3 years? 

Yes                                No
27. If yes, what production process/machine and how many? …………………………………………………………………………………………

28. Is there division of labour? 
Yes                               No

29. If yes explain 
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
30. What marketing strategies do you use? (Please, tick where appropriate)
a) Word-of-mouth (  ) 
b) Display sales system (  )
c) Putting billboards (  ) 
d)Discount on sales  (  ) 
e)Using sale room or showroom  (  ) 
f) Participating at national exhibition (  ) 
g)Using business cards  (  )
Any other strategies ……………………………………………………………………………
D. Effects of loan in innovation. 
31. Where did you get the loan? …………………………………………………………………………………… 

32. Why did you take the loan? …………………………………………………………………………………. 

33. What is the amount of loan? …………………………………………………………………………. 

34. Who wrote the business plan? ...……………………………………………………………………… 

35. How do you grade the terms and condition of the loan? (Please, tick where appropriate)
a) Very good (  )
 b) Good (  )
 c) Fair (  )
 d) Bad (  )
36. Has the loan helped you to innovate? 
………………………………………………………………………………………… 

E. Challenges and solution associated with loan for innovation. 

37. What are the challenges faced in using loan for innovation (please, tick where appropriate) 
a) Getting a loss (  ) 
b) High returns/high pay backs (  ) 
c) Small amount of loan (  ) 
d) Small gestation period (  ) 
e) Others…………………………………………………………………………………………………………………..
38. What should be the solution to the above challenges? 
…………………………………………………………………………………………………………………………………………………………………………………
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1. What made you become an entrepreneur/start the enterprise? 
2. Why did you take the loan? 
3. What can you say about terms and conditions of loan received? 
4. Has the loan helped to innovate? 
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