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ABSTRACT

The study aimed at exploring the impact of VICOB®pioverty reduction in Temeke
District of Tanzania. Specifically the study was assess the improvement of the
economic status as a result of VICOBA-loans, detsemchallenges faced in
accessing and repayment of VICOBA-loans, and ifieatiditional service that may
be offered by VICOBA to the members. The study usgoloratory and descriptive
designs and used of questionnaire and interviewsedisas documentary review in
data collection. Thematic analysis was used forqunaitative data while descriptive
analysis and Chi-square test were used for thetqatre data. The findings of the
study reported that there is the significant insesaf income, equipments/assets and
business production of the VICOBA-members, theefaf/ICOBA have helped to
empower economic status of their members. It wasaled that in accessing and
repaying VICOBA-loans; generally VICOBA-membersdategligible challenges. It
was further noted that amount of loan given, legdmwlicy and procedures used by
most of VICOBA are likely to inflict challenges thhe members in accessing and
repaying VICOBA-loans in the near future. Concegnaditional services desired by
VICOBA-members the study found that saving fa@btiand business educations
were significantly desired by VICOBA-members. Tledy concluded that VICOBA
have helped in economic empowerment in Temekeiaistf Tanzania. It was
recommended that government and other developntakéllders should create
enabling environment for the VICOBA to work smogtit the country to serve great

population of MSEs
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CHAPTER ONE

1.1 Introduction and Background to the Study

Economic development has become a worldwide maga af concern having
realized the wide growth of poverty and low staddaof living especially in
developing countries. Poverty has become the niagmlering factors to the world’s
economic development where out of the three billpaople; half of the world’s
population is surviving on an income of less thatoflars per day (Nakakuta 2010).
The level of poverty has been increasing child alityt rates in poorer communities
as one out the five children in the family diesdvefthe five years of age, basing on
the fact that parents cannot afford to providelsic necessities of life (Hubka and

Zaidi, 2015).

As strategies for community economic developmerdugh eradicating poverty, the
United Nations Organization (UNO) announced thdenilium development goals in
the year 2000 to be attained by 2015 which incluaiddiessing extreme poverty and
hunger, achieve universal primary education, premgender equality and
empowering women, reduce child mortality rates, rionp maternal health, combat
HIV/AIDS, malaria, and other diseases, ensure enwirental sustainability as well as
develop a global partnership for development (lhilations, 2005; Hubka and

Zaidi, 2015).

Among the strategies set by UN was availabilitycessibility and usability, of
microfinance services in supporting and/or empawgeefforts of small and micro
entrepreneurs through addressing issues like inmpgamcome level and creating jobs
within communities (United Nations 2005). So fomndhe pursuit of development

has taken the direction of socio-economic empowetnvehereby microfinance



schemes taken as one of the major strategy to peomrad speed up the level of
economic empowerment for the poor with micro firmmeing one of the strategies

(Anin, at el.,2012).

Through the objectives of Microfinance InstitutsoriMFI), most countries have
benefited from their operation for instance Bangkdd in which most microfinance
programs have taken up Grameen Bank methodologshwhpards microfinance as a
basic tool for empowering very poor people in tharld. Grameen Bank has made a
number of achievements in line with community ecuiw development through
extend banking facilities to poor entrepreneursnielate the exploitation of the poor
by money lenders, create opportunities for selflegmpent for the vast multitude of
unemployed people in rural Bangladesh (Hubka andi,Z2015). This has been done
through offering of small loans usually less th&0 2JS so as to establish small
businesses and this has been supported by theanbrssnsitization of the local
communities on the different opportunities from roicfinance institutions

(Arifujjaman and Rahaman, 2007).

In the sub Saharan Africa including Tanzania, comityteconomic development still
lags behind (Haupt, 2006; Kiweu, 2009). In line hwihis low level of economical
development in Africa, it has also been found datt bver 90 percent of the people
have limited access to financial services from camumal banks and formal micro
finance institutions which has contributing to léwelihood access leading to vicious
cycle of poverty. Considering the fact that cresditvice is the very important tool for
development of Micro and Small Entrepreneurs (MSBs)the way to overcoming
credit constraint, MSEs are now forming their greufor servings and credit

assistance to themselves famed as Servings andt Organizations (or VICOBA in



Swahili term). These organizations are normally egistered microfinance
organizations which operate under spirit of triesss They are working according to
democratic principles for the purpose of encourggavings, using pooled funds to
make loans to members at reasonable rates of shtared providing related financial
services to enable members to improve their ecomoamd social condition
(Muzinduki, 2008; Triodos, 2012). KIKOBA (plural ZIOBA) serves only its
members. A person must be a member in order to, $soreow or receive other
services from the VICOBA. To become a member of IKBBA, a person must
belong to the field of membership set forth in thge-laws of the respective

VICOBA.

Small community Servings and Credit Organizations. (VICOBA), according to
Guifold (2010) have greatly supported MSEs withafinial services and also in the
promotion of enterprise culture by offering themthwiraining in various forms of
production and business management. Likewise, VIE&®©Berations have been seen
as the major influence of economic empowerment @nyndeveloping African
countries such as Ghana, Tunisia and Botswana ,(R&d7; Cuevas and Fischer,
2015) by providing credit to their members at readxbe interest rates that support
business developments of the member borrowers ofrwinajority operate micro and
small enterprises thus contributed to the developnué MSEs in the economy
(Guifold, ibid). In Tanzania, apart from serving and lending heirt members,
VICOBA are the channels through government fundscliemany poor people
(PRIDE-TZ, 2005). Some of the government programdirtance entrepreneurial
activities of poor people via VICOBA and other nainance programs are

MKUKUTA and other programs (Triodos, 2012).



In Tanzania, Village Community Banks were origigaldopted from Niger, in West
Africa, where they were popularly known as “Mata ddBubara” (MMD). The
model was initiated in Tanzania in 2000 with themabf empowering less
disadvantaged people in both urban and rural gettimhough VICOBA has been
very valuable to its members, different studieseheavealed various problems they
encounter the same way as members of other finanstéutions. In a study done by
Kihulya (2007) revealed that members of formal asemi-formal financial
institutions in Tanzania faces multiple challengeduding lack of collateral, high
interest rate ranging from 20% to 40%, short teepayment and rudimentary
repayment schedule. On other hand those who arebsrenof informal financial
institutions such as VICOBA complained of small ambof credit, lack of shares,

and sometimes lack of business management trainirthe members.

Recently there have been complaints that Tanzani@oBA tend to operate basing
on the market forces of demand and supply as #dtriess concentration is placed
on the existence and the role of serving the loxnme earners who most of them are
the operators of small and micro businesses; iddtesy focus more on the ability of
the member-client to fulfill the requirements amgpay the loan within on a given
period of time, thus it become difficult for Tanzam VICOBA to be realistic in
reaching low income earners with financial servi@sssawe, 2012). As a result
MSEs in Tanzania are still faced with the challenfysecuring the sources of finance
services despite the government, donors and othkelwlders’ efforts which have
been made to provide VICOBA with supplementary t@pby means of poverty
alleviation schemes. Therefore, the study inderitedeview potential ability of

VICOBA in empowering economic of MSEs in Tanzania.



1.2 Statement of the Problem

Besides the booming of micro finance services effdoy both formal and informal
microfinance institutions to the people of Dar @a8m city of Tanzania, the level of
economic development in the area still remains Vevy with high rate of poverty
among the community members. Most of people ircityestill have limited access to
the basic necessities of life like food, shelteood) health care and education.
According to the Tanzanian statistics (2012) asnte by Diyamett (2013) over
30.5% of the Dar es Salaam population lives beloevgoverty line with the vicious
circle of poverty. The majority of them are resglim the slum areas, especially in
Temeke district (Diyametibid). Limited access to these basic needs has cotedbu
to the increase of unemployment rate especialtheoyouth generation. This has also
contributed to an increased level of governmenteagfure in investing in poverty
eradication programs hence contributing to the ydala other developmental

programs.

In Africa, it has been established that the infdrmécro finance organizations are
more important than the formal micro finance ingidns to MSEs (collection of

authors in Chipeta and Mkandawire, 2011). Thisdsanse formal MFIs have been
targeting mostly medium and large scale entrepmsnsince they are considering
MSEs are the risk borrowers. This being the fautye is the need of studying the
impacts of this informal savings and credit orgatian in helping their members and
the community development at large. However, frdme understanding of the
researcher there are very few studies have beetuctad in this area and analyze

guantitatively how VICOBA have been empowering exogy of MSESs.



1.3  Objective of the Study
In this study the objectives were classified itwo categories which are the general

and specific objectives.

1.3.1 General Objective of the Study
The main objective of this study was to assessmipact of VICOBA microfinance

services and challenges in economic empowermergnmeke District of Tanzania.

1.3.2 Specific Objective of the Study

The following specific objectives were formulated &ddress the above general
objective:
I. To assess the improvement of the economic status rasult of VICOBA-
loans
ii. Determine challenges faced in accessing and regriynf VICOBA-loans

iii.  ldentify additional services desired by VICOBA-maens

1.4  Study Questions

The study had to answer the following questions

I.  What are the economic impacts of accessing VICO&#s$ to the members?
ii. What are the challenges in assessing and repayl@@P®A-loans to the
members?

iii.  What additional services desired by VICOBA-members?

1.5 Scope of the Study

According to Kothari (2004) the scope of the studigrify the boundaries of the

research, this enable the researcher only to diéfaltasks he or she focus to in order



to make decisions about the changes required isttity. The study was limited to
VICOBA located in Temeke district of Dar es Salaamanzania. On other hand,
members of the following VICOBA: Seumadi, Upendoshkamano, Jipemoyo and
MBYV were included in the study. The study was ledion the profits obtained by the
members from the utilization of loans they had rem@ from the VICOBA. The study

was descriptive in nature and utilized both mogtiglitative and quantitative primary

data.

1.6  Significance of the Study

The study is of benefits to policy makers, VICOBAdaMicro and Small
Entrepreneurs in Tanzania and in many developingntties in Africa. It guides
policy makers in formulating and implementing effee community empowerment
through VICOBA as well as Micro and Small Enterprisub-sectors in the country.
Also it is a vital tool to policy makers in reviewg, designing appropriate policy
interventions for better microfinance roles in paye alleviation sectorial
performance. Also, it provides the ways in whiclfC@BA can be able to formulate
important services for their members which areine with needs and conditions of

micro and small entrepreneurs.

This study assesses the community empowerment ghranicro-credit lending
(VICOBA) with an urban context its findings will gvide the way forward for the
VICOBA best practice (lending, repayment and mamnege). Moreover the study
findings and suggestions are essential in desigtlirgappropriate way in creating
processes of community empowerment strategies noplbment with the poverty

alleviation strategies in the country through tmigrofinance schemes. Furthermore,



the research findings broaden up the existingalitee in similar area of study and
create a step potential to researchers who areestésl to undertake research on the

same or related disciplines.

1.7  Organization of the Study

The study is organized in the following format:

Chapter 1. This chapter carries the introduction part of gtedy which includes
overview of the information concerning microfinanastitution, especially VICOBA,
in the developing countries such as Tanzaniast aearries statement of the problem,
objectives of the study and research questionsitraficance of the study and lastly

the organization of the study.

Chapter 2: This chapter is all about the review of the wofkliterature which has
been done by other researchers. It generally amnttie information concerning
theories which are related to the use of microfogainstitutions, especially VICOBA,
in Tanzania and in the rest of the world for thepmse of making their awareness in
the analytical chapters. This chapter also inclutlesdefinition of key terms and the

conceptual model of the study.

Chapter 3: Different methodologies that the researcher astbjpt collecting data in
the study is presented in this chapter with thennfacus on the description of

research design and the justification of the ctdiédata.

Chapter 4: This is the main part of the research study imctvithe study findings is

presented and discussed in detail. The impact GOBA in empowering economy of



their members is examined in this chapter as vgetliscussing different issues which

arose in the course of conducting this study.

Chapter 5. This chapter carries the final part of the stuay presenting the
conclusion on the study as well as the suggestiss. it presents the conclusion and
recommendation of the study to VICOBA-members, goreent and society at large.

Further direction in future studies in the relateplic is also given in this chapter.
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CHAPTER TWO
2.0 LITERATURE REVIEW

2.1  Introduction

In this chapter a lot was discussed on the thexaesind conceptual framework of the
variables of the study to provide a critical andalgitical review of literature on

various issues related to VICOBA and their impactseconomic empowerment. This
was performed by reviewing related studies thatehbeen undertaken by other
researchers in both national and international I$evieiterature review led to the

drawing of some conclusions and a guide for thdystu

2.2 Conceptual Definition
Naoum (1998) describe theoretical definition as wmm scientific context in which

theories tent to be precisely defined in resultsctviare widely accepted as correct.
Thus this section provides the meaning of key werdieh appeared more frequently
in this study. The most popular terms in the stagy savings and credit organization

(VICOBA), Micro and Small entrepreneurs (MSESs) amidrofinance.

2.2.1 Microfinance Institutions (MFIs)

The word microfinance is being used very often @avalopment vocabulary today.

Although the word is literally comprised of two vast micro and finance which

literally mean small credit; the concept of micnafihce goes beyond the provision of
credit to the poor. Christen (1997) cited in Arahgl.,(2012) defines microfinance as
'the means of providing a variety of financial seeg to the poor based on market-
driven and commercial approaches (Christen, ibid)is definition encompasses

provision of other financial services like savingmoney transfers, payments,
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remittances, and insurance, among others. Howearty nmicrofinance practices
today still focus on micro-credit: providing theqravith small credit with the hope of
improving their labour productivity and there byadeto increment in household
incomes. United Nations (2005) stated that micaoioe is a facility that makes it
possible for the focused poor people to get a shoahl to start a business, pay for
school fees, procure housing or receive health ©ach an initiative is instrumental in
changing the poverty patterns in view of improvedilities to lessen the challenge
posed by startup capital. Microfinance has beennging people’s lives and

revitalizing communities since the beginning ofiga

2.2.2 Micro, Small, Medium and Large Enterprises

There is no universally accepted definition of MS$kfferent countries use various
measures of size depending on their level of dgweént. The commonly used yard
sticks are total number of employees, total investimand sales turnover. In the
context of Tanzania: Micro enterprises are thosgagimg up to 4 people, in most
cases family members or employing capital amountipgo Tshs.5.0 million. The
majority of micro enterprises fall under the infasector (URT, 2003). Small
enterprises are mostly formalized undertakings gimgabetween 5 and 49 employees
or with capital investment from Tshs.5 million tshs.200 million (URT, 2009).
Above Small enterprises are medium enterprises largk enterprise. The study
adopted the mentioned definitions of Micro and Sraaterprises by United Republic

of Tanzania (URT, 2003).
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Table 2.1: Tanzania Enterprises Definition

Category Employees | Capital investment in MachineryTshs)
Micro Enterprise 1-4 Up to 5 Million

Small Enterprises 5-49 Above 5 mil. To 200 mil.

Medium enterprise 50 -99 Above 200mil.to 800 mil.

Large enterprise 100 + Above 800 mil.

Source: (Tanzania SMES policy, 2003)

The proponents of credit approach argue that pasptelive in developing countries
might improve their living standards by becomingcroi entrepreneurs and that
financial institutions should support their initisgs with small loans (United Nations,
2005). This is true because well established anstasable micro and small
enterprises in many societies contribute to thewtroof national income, more
employment opportunities, better standard of livemgd hence to the reduction of
poverty. However, according to the Internationaddfice Corporation 60% to 69% of
the population in many African countries has noeascto conventional financial

institutions (IFC 1994, cited in United Nations 0&0.

Due to the decline of the public sector, the roleMicro and Small Enterprises
(MSEs) in promoting economic growth and developmeoiffering increased
employment and reducing income disparities has bedely recognized (Bagachwa
1994; Bendera 1997). In Tanzania, Micro and Smateprises contribute 13% and
34% of rural and urban employment respectively &l aws up to 32% of GDP
(Arifujjaman and Rahaman, 2007). The increasedigyaation and contribution of
Micro and Small Enterprises (MSEs) has led to arreiased need for financial

services (Chijoriga,ibid). Credit has been recognized as one of the tools f
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promoting the development of MSEs. Loans enabk itidividual member or
enterprises to enjoy both benefits of economiescafe and those of new high-value

technology.

2.2.3 Savings and Credit Cooperatives

Ledgerwood (1999) defined savings and credit scBeasethe organizations which
are formulated for the purpose of providing finahaervices to its members whereby
it accepts the deposits from the members and peottm with loans at the

reasonable interest rate during the time when #reyin need of the loan. They also
provide other microfinance services like educabbentrepreneurial skills. They are

designed for the aim of motivating more savingsuigh small and regular deposits.

They can exist in various forms some are legaltystered and others are not but all
have a common objective of acting as the non-bamn€ial intermediaries in the

communities especially for the poor people. Thesaesher is going to use the
definition of savings and credit organization as thicrofinance scheme which was
formulation for the aim of providing its membersthvfinancial services such as loan

and providing them with the saving mechanism bypting deposits from members.

2.3  Theoretical Review
A theory is an explanation which helps to undeidtand make predictions about a

given situation. A theory is constructed by a detamtences consisting entirely of the
true statement about a situation under consideratiowever the truth of any one of
these statements is always relative to the whaerth(Carnwell and Daly 2001). The
study stood on the following theories. Theoreticéiile development of VICOBA in

the country has been the issue of interest to n@eople. The study by Mike
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FitzGibbon (1999) in microfinance services offetetbugh SACCOS found that half
of the institutions, do not offer credits and thadtering credits, condition require
that the loan seeker has some form of fixed assetsollateral. VICOBA lending
scheme and its flexibility has already proved to diee of the better tools for
community liberation socially and economically iankzania. This is evident in the
people benefiting from the scheme recorded facis fihne VICOBA practitioners as
derived from the Documentation Report by the Miyisif Finance and Economic

Affairs/Poverty eradication Department (2009)

The study conducted by Kihongo (2005) shown thateghwvas effectiveness in the
capacity building through various skills by prowisiof training ranging from simple
accounting procedure, business management and eotmepreneur skills as part of
VICOBA project operation. The trainings have beat anly useful in successful
operation of VICOBA but also growth of their econonactivities. On the other
hand, though there is progress in microfinanceosestTanzania in terms of number
and products they offer, still there are some htgins, which are a hindrance to
income poverty reduction. Further, sustainabiliiyMéCOBA members’ projects is
not assured as with the small size of capital isirmss, it is difficult for them to
compete with new entrants in the same business lantjfe capital (Kihongo, 2005).
Microfinance such as VICOBA has a slightly highempiact on extreme poverty than
on moderate poverty for everybody (Khandker 2006 problem that they conclude
microfinance to be a good instrument for povertgution even though they don'’t
reach the poorest which are in most nee. Anathety focusing on the VICOBA
model and its contribution to poverty reductionriduhat VICOBA does not take the

members out of poverty but it can “act as a bufeprotect rural poor not to fall
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under the established poverty line” (Begasha 20TIhg author concludes that the
VICOBA model does not result in all the membersvieg poverty, but by letting

members save and take loans on a regular basistiécps them against deeper
poverty and it helps to smooth consumption. In leotimpact assessment of
VICOBA in Tanzania, Begasha (2011) argues that YWEOBA model is an

important tool towards poverty reduction since stiedy found positive impacts for
the members in several ways, for example in iner@hsncome and capital, capacity

building and women empowerment.

2.3.1 Cultural Structure Theory of Economic Development

Under cultural perspective, economical developmiesntow because of people’s
traditional beliefs, attitudes and behaviors of nasnbreadwinners and subsistence
survival which has caused high levels of lazinesgsten (1997) cited in Anirat el.,
(2012). From the theory it portrays that peopld believe in production for only
home survival characterized with low attitude teestment hence low accessing to
financial support organizations. This is very coommamong female headed families
that even still have the cultural, traditional negity that women have no right to
initiate business and own property. On the certh@lstructural perspective explains
the low economic development as a result of uneympémt, underemployment, and
poor health conditions of the people. Due to uneympkent and underemployment
people are unable to access the basic necesditiés since they are not financially
developed. This is catalyzed by the limited uttiiaa of financial services which are
an aid to creation of developmental enterprisesdiemte employment. In addition to
that due to the high illiteracy levels people am mformed about carrying out

developmental investment projects that can congilio economic development
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(Nakakuta 2010). From this theoretical perspedthes Microfinance institutions can
be a significant component of an effective povemgguction strategy, through
improving access and efficient provision of savinggdit and insurance facilities in
particular can enable the poor to smooth their gortion, manage their risks better,
gradually build their asset base, develop theironenterprises, enhance their income
earning capacity, and enjoy an improved qualitiffef(Chijoriga, 2010). Researchers
argue that the Microfinance Institutions (MFIs) areeful as they: reduce poverty
through increased income and standard of livingp@mer many people especially
women, develop the business sector through growtbnpials and develop parallel

financial sectors. (Hubka and Zaidi, 2015).

It is generally accepted that without permanenessdo institutional microfinance,
most poor households would continue to rely on éna@te self-finance or informal
sources of microfinance which limits their ability actively participate and benefit
from development opportunities (Nakakuta 2010). dgeeing the importance of
financial services to MSEs, Microfinance Institutso (MFIS) have become
alternatives sources for financing MSEs in placefafal Financial Institutions
which regarded MSEs as too poor to save, havingbdowowings and carrying a
default risk (Chijoriga, 2010 cited in Hubka andda2015). The policy further aims
at raising the income of both households and enseqy by facilitating savings,

payments and insurance and credit services.

2.3.2 The Bucket Theory of Financial Management
The bucket theory of financial management by Anndiégson, (1990) cited in Kiweu

(2009) states that becoming financially worry fregot an impossible goal through
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working systematically towards that goal. Imagine fouckets hanging in stair step
fashion, each below and a little to the right & tme above it. As water flows into the
top bucket the bucket begins to fill and the wélimwving represents the resources of
the family. When these resources (water) reaclhr ttegpacity, they flow into the

second bucket which is another list of needs. Tnmess continues until all the
buckets are filled. The first bucket representddoisancial priorities such as food,

clothes, shelter health care and transport. Thenseducket represents financial
security and includes saving plan and an emergkmz; The third bucket represents
a family’s insurance needs, including life, healihd property protection. The fourth
bucket represents quality of life. The fifth buckepresents investments. To build a
sound financial base for a family, each bucket nbesftfilled before resources are
diverted to the next one so as to attain improviatdards of living as a sign of

economic development that contributes to poverdgieation.

First resources are used to provide basic needsmcase increases and money is left
after basic needs are met, the extra is used tela@j@an emergency fund and begin a
regular savings plan. When saving is regular amdetmergency fund complete, the
next step is to purchase adequate insurance tegpithie family’s health, income, and
property. When adequate insurance coverage is gedyiextra money is then
diverted to building quality of life. Quality offé focuses on acquiring some of the
wants, extras, and frills. The last step is to dehrihe extra money available into
investments that will provide a secure future far tamily. This might include money
for children’s education, retirement, or family ¢gpa-or the constant provision of the
above resources, there is a need for constanttmees with support from financial

institutions like MFIs through provision of savimgd credit services. This is in line
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with the reasonable interest rate charges on thditcservices as well as to the loan
repayment periods for the financial services offete addition to that, there is a need
for proper planning of the resources and incomd tleve been attained from

financial institutions so as to attain sustainadenomic development.

2.3.3 Effective Market Theory

Is the theory which was developed by Andrew-Lo &O0for the aim of reconciling
the economic theories based on efficient markebthgsis by applying the principles
of evolution to financial interactions such as ceitpon, adaptation and natural
selection. He explained more that when multiple iners from a single group are
competing for scarce resources from a single mdhest the market is considered to
be highly efficient. Also when a small number oflividuals are competing for
abundant resources then the market is considerdx tess efficient (Andrew-Lo,

2005).

The theory enabled the researcher to understandirthecial interaction between
savings and credit organizations (i.e. VICOBA) é&MEs whereby SMEs depends
on savings and credit cooperatives for their actesBnancial services especially
loans, also the VICOBA depends on the demandseaf tinancial services especially
credit to borrowers from small and micro businestemrises for their survival and
continuation of provision of service. However theceency market of VICOBA can

be a potential source of microfinance to SMEs, wimerthere is an existence of
multiple number of small and micro business opesatavho are in need of

microfinance services from VICOBA.
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2.3.4 The Structure of VICOBA in Tanzania

Village Community Banks program was established dwercome capital

shortcomings and empower the poor to have their l\vis, which meet their needs
and can, reduce income poverty specifically in Iram@as. In its structure Village
Community Banks are informal, village based savimgsl credit groups being
promoted in various parts of Tanzania (Duursma,7200ICOBA is structured in

such a way that poor people, especially those enrtimal areas, are organized in
groups and trained in various skills so as to bupdtheir capacity to fight against
poverty. VICOBA holds a strong belief that even ppeople have skills, capabilities
and abilities which when unleashed and utilizeeaiely can help them to attain
and improve their economic development and socafane. By 2009 VICOBA has

spread in 19 out of 25 regions in Tanzania withrapimately 56,280 members

(MoFEA/PED, 20009).

VICOBAs are groups of maximum 30 people that megularly, usually once per
week, to save shares in the VICOBA and give loanth¢ members. Among the 30
people there is one chairperson, one secretaryoaedaccountant. The members
within the group are divided into sub-groups ofefipeople to work as each other
referees when someone wants to take a loan, wbggther with the savings works as
a collateral instead of other assets. The majoiityhe groups have an interest rate of
10% per month, even though some groups have Idv&¥ or 5% per month. The
majority of the VICOBAs have three months repaymtimie, but some have six
months. Apart from different rate and repaymentetaso other things differ between

different VICOBAS, such as minimum and maximum amtoof savings and loans,
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and how often they divide the money among the mesnlit the organization and
general operation is more or less the same foofathem(Duursma, 2007). The
VICOBAs decide themselves the minimum and maximarsave, by deciding how
much one share should be. Then the members caselmwy many shares to save
each week, some groups have maximum of three shareseek while some groups
have maximum of five shares, but one can be a memuh@é save only one share
every week. They keep the money in an iron box lhsurasomeone’s home, but if
they have a lot of money they can also open anustdo a bank. How big loans one

can take depends on the amounts of shares (Kih@095,).

2.3.5 Access to Microfinance Credit and Services

Lack of access to credit is indicated as a keylpraldor SMEs worldwide (Duursma,
2007). In some cases, even where credit is avaijldhke entrepreneur may have
difficulties because the lending conditions mayures collateral for the loan. Credit
constraints operate in variety of ways in Kenya nghendeveloped capital market
forces entrepreneurs to rely on self-financing amdwing from friends or relatives.
Lack of access to long-term credit for small entiegs forces them to rely on high
cost short term finance. These Unbanked SMEs nsayraidt have collateral to access
formal credit. Another issue is that these unbar&kldEs might not have the skills to
run the business professionally. They may not h@eper bookkeeping procedures,
inventory systems, business plans or income statisnmeaking it hard for a bank to
evaluate them (Frempong, 2007). In Kenya by 2006&ret were about 2.2 million
MSME'’s, of which 88 percent are non-registered (@ovet al. 2007). Of this non-

registered group, only 23 percent have bank acspanid only 10 percent have ever
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received credit from a formal source. Banks haveaciary duty to make prudent
loans with their depositors’ and investors’ fun@ieerefore, most limit their risk with
the SME market either by not lending at all or lyarging high interest rates and
requiring at least 100-percent collateral coverdggny entrepreneurs are reluctant to
seek credit. Though commercial banks face seveadlgms, the main problem that
the Kenyan banks have continued to face is direetbted to lax credit standards for
borrowers and poor portfolio risk management. SNMMBge been the hardest hit in
accessing credit worldwide because they are comsida high risk group. Credit
scoring would provide a framework where each applicwould be ranked in
accordance with their riskiness thus allowing thew&l good credit history to receive
credit and denying those who would probably defailtredit scoring system may
therefore serve to bridge this gap in provisionirdbrmation and risk assessment

making it easier for SME’s to access formal cré@mwan et al., 2006).

2.3.6 Microfinance(VICOBA) Empowerment and Poverty Reducion Tool

According to the World Bank, poverty is said tostxvhen people lack the means to
satisfy their basic needs (World Bank 1998). Incqmoserty is a state where one
lacks a normal or socially acceptable amount of eyoor material possessions.
Income poverty is a main cause of other types ofefy like food poverty, basic
needs poverty, ill health and handicap people ralrareas poverty such as Ludewa
district fail to utilize other forces of productiathat is land, entrepreneurial, and
labour. Although the Human Development Index fonZania rose from 0.458 in
2000 to 0.530 in 2007, poverty in the country i stidespread and acute (UNDP,

2009). Poverty is a predominantly rural phenomemoare than 80% of Tanzania’s
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poor live in rural areas (NBS, 2009). As a reactiowards poverty reduction, the
Government of the United Republic of Tanzania hasnbbattling against poverty
through various policies such as MKUKUTA, Microfim@e policies and SMEs
policy. In reducing poverty, the country developtit Tanzanian Development
Vision 2025. The Development Vision was later ttarexi by Poverty Reduction
Strategy of 2000-2003followed by, National Stratdégy Growth and Reduction of
Poverty (NSGRP) or commonly known in Kiswahili &8KUKUTA’ of 2005-2010.

The NSGRP is country policy towards reduction of/gaty thus all development
agents (State organizations and non-state orgamsatare tied to implement poverty
reduction initiatives under the guidance of NSGRIRT, 2005). Among the
strategies, all the policies sought to enable ther people come out of poverty by
providing them with means and capacity to accessafotal through microfinance
schemes including SACCOS and VICOBA. Moreover tloay invest into the
income generating activities and get income fotaamg their daily life. One of the
means is capital, but, given the fact that theytdaeet conditions (mostly collateral),

which have been put by financial institutions, plo®r people fail to access capital.

Most of entrepreneurs and SMEs are unable to gendramselves through retained
earnings or equity financing therefore highly deggeon external sources including
financial institutions. The considerable number@gearch papers and consultancy
reports that have cited that the access to finantséitutions products and services
including finances been a major problem in the ghoaf SME sector. A survey of
the literature in the area indicates there is ait@gnt gap in knowledge of the
determinants or factors of access to financiaitutgdbns products and services by the

SMEs in developing countries, including TanzaniasMenenet al.,2014; Chijoriga,
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1997; Mungayat al., 2012; Chandika, 2005; Olomi (2009). Existing stsdien
Tanzanian SMEs have consistently cited the probl@&mfinance as principal
constraint on their development and growth. In eyref 136 small firms in Tanzania,
Satta (2003) found that 63% of them consider diffies in accessing finance from
financial institutions as the major constraint teit development. Ayyagai al.
(2006) employing sample of 80 countries includirammZania they found that access to
financial institutions products and services inahgd finance is an important
constraint to firm growth. In support with that Mamkono (2006) noted that total
credit during 2006 stood at 36% of commercial basggosits and was mainly from
large firms. Similarly, Olomi (2009) also noted thstudies regularly indicates that
over 70% of SMEs in Tanzania perceive access @il institutions as the most
serious impediment to the establishment and dewsdopal though FIs do not have

liquidity problems.

Thus establishment of microfinance institutions waportant as they can provide
loans to the active poor people with soft condgidhat take into consideration the
need and capacity of the poor. As part of the smiutdifferent organization has
assisted the people in formation of informal/forngebups and associations like
SACCOS and Village Community Banks (VICOBA) progsarfOlomi, 2009). In
responding to the constraints the government otdiaia enacted the SME policy that
remains a valid development framework for the gecggowth in 2003,
complementing with developmental policies such Idational Microfinance Policy
(NMP) in (2001), Economic Empowerment Policy (2Q04rivate Sector
Development Policy (2004) and NSGRP (2005- 201®nooth the access of SMEs

to financial institutions products and servicegha country’s development. Despite
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of some notable achievements in assisting the dprednt of SMEs in the country,
the policy effective implementation faces inadequatordination and weak synergy
among stakeholders, inadequate resources to imptemqpknned programmes,
compounded by lack of prioritization and at timesansistencies in legislation (URT,
2012). More less the development of these newcigsliand strategies with
moderately corresponding purposes has helpedidreasing some of their problems,
such as making registration and certification eabigt have not adequately addressed
their needs, such as having adequate work prerarsgsssues of access to financial
institutions products and services. For examplengreasing access to financial
institutions products and services NSGRP recogriizeseed to address remaining
challenges in improving access to finance by theaps sector including rural

especially rural ones (Mungasiaal.,2012).

The financial institutions lending conditions ahe tconditions that the borrower has
to fulfill so as to qualify to get loan. These ddions include the interest rate to be
paid on loan, the duration of loan repayment thaimTmim amount of loan and the
loan collateral security. These have direct impattioan repayment by small and
medium entrepreneurs. Other reasons which affect fepayment include low level
of business education, misuse of loans and faibirdusiness due to economic

changes.

2.3.7 Challenges Facing VICOBA in Providing Services tolte Community
According to Bee (2007) the establishment of VICOg#&ups targeted in improving
areas of the members this includes members expareapital expansion most of the

VICOBA when started the capital base was very [0@®BA group is built through
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shares bought by members on a weekly basis. Argprtb Begasha (2011),
(MoFEA/PED 2009) with few members at the start timtant a meager amount of
capital but with the increased member base thali@s@an increase in capital. Apart
from the member base the value of the shares alswtilouted much to the capital
expansion. Stakeholders Expansion During theirbéstament, all banks had only
farmers as members but currently the three VICOB#ehopened way to people of
different occupations including public servantsyate sector workers and VICOBA
groups as other microfinance schemes face diffechallenges in their daily
procedures in serving their members although tladlersiges can be varied from place

to place or community to community.

For example llliteracy Majority of VICOBA memberseanot well educated and
therefore it becomes difficult to understand wheweg trainings and even when
running their businesses .Inadequate Capital nfagtooips faces low capital to fulfill
the members loan needs loan, with that, it meaasvillage bank have to look for
other sources to fulfill their customers’ requirarte (Begasha, 2011). Most of
VICOBA they do not have their own building to mest they have to meet at the
house of one of the members. Sometimes the arema#l to accommodate all of
them, but also it is risky for the owner of the beuto accommodate all of the
members since people may think that the money atellieare kept there and so the
house owner being in the fear of being attackedpégple who want to steal the
money. Inadequate Knowledge on Record Keeping VIBOS8 operated by the
people who have little knowledge concerning howkéep records. The situation
might be caused by the fact that most members kawveeducation level hence

becomes difficult to adhere with this (Nakakuta @01
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Loan defaulting and failure to repay as most MHseirfg the poor repayment rate,
village banks also facing the same problem contiethlby inadequate opportunities
for income generating activities. Theoreticallysttare the most glaring problems
facing many of the MFIs globally and national witgw the ongoing study intend to
identify the underlying problems in smoothing timeplementation of VICOBA

approach in improving the living standard specliicen Temeke district context.

2.4 Empirical Review
Various researchers have put forward issues onomiicrance institutions and
economic empowerment/development, so this secsialivided into two subsections;

review of studies done outside and within Tanzasiaxplained below.

2.4.1 Empirical Studies outside Tanzania

In the cross- sectional quantitative study condliddy Kateera (2004) on micro
finance intervention, entrepreneur skills and r@@dnomic development in Uganda
at Wakiso district. A sample of 140 respondents s&lscted. The findings revealed
that MFIs provided loans, savings and insuranceicses and that these services
influenced investment and community development fihdings also revealed that
MFIs were involved in the provision of EntreprenaliSkills, and that these skills
influenced the increased investment in developnhgmtgects. It was recommended
that Micro Finance services, outreach be deepeoeghdorer people to access it.
Micro Finance providers needed to team up with atlowal and vocational
Institutions to train Micro Finance clients in Egyreneurial Skills. Terms and
condition given to potential clients of small saygrand credit organization have been

reported to favour growth of clients’ enterpris€som the findings, Seibel (2005)
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noted that Indian small savings and credit orgdiumahave a favourable repayment
period of 1-4 years for any member that gets a tmanpared to other micro finance
institutions which require repayment within a pdriof less than two years. This
period allows client to invest and be able to adjireir investments in case of
uncertainty to the business. The member-clientsaése given a grace period of
around six to seven months and this is the pehatlallows them to respond to their
repayment obligation after the expiry period. Adman and Rahaman (2007)
conducted a study on the impact of micro finan@ngmproving standards of living

and empowerment in Bangladesh. The study used domarsampling technique in

getting respondents and data was attained thraughviewing the people who were

already involved in microfinance activities.

From the analysis of data, it was found that miaarice had the positive impact on
the standard of living and lifestyle of the pooopke. It was also noted that MFIs did
not only contribute to economical development tigtoinelp the poor people come
over the poverty line, but also helped them toimttelf empowerment. There had
been an argument that the interest rates of MFlse wegh, but most of the
respondents interviewed did not agree on this issuefound it to be reasonable. The
study concluded that despite the debate about highterest rate; MFIs had
contributed not only to improving standards ofriyj but they also offered extensive
human development programs in Bangladesh. The stadgmmended for the
provision of reasonable interest rates by the Midfld sensitization of the public to
effectively use the institutions for economical depment. Kyeyune (2007)
conducted a study on the contribution of micro fice institutions towards economic

activities of the youth and women in Uganda (Luwdirstrict). Both primary and
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secondary data were used by the researcher. Threuridata were obtained from
both FINCA clients and management with the helsef-administered interviews
and questionnaires. Secondary data were obtaimmaa frublished materials, which
included journals, textbooks, and magazines amdingre®. The study found out that
FINCA offered several services to clients that dbaoted to their development, such
as provision of different types of loans that eedihem to start up some businesses
for their development, therefore FINCA had positoantribution towards economic
growth of rural youth and women through poverty desation. The study
recommended the need for provision of lower inter&tes, sensitization of the client,
lengthen the repayment period, expanding the ptodadfolios, and emphasizing

more village banking to increase accessibility.

As already reported above also Llewellyn, (2008ameied operation model of
Savings and Credit Co-operations (SACCOs) in Malamid highlighted that

collateral security and guarantors were strictlgdesl in order to prevent defaulting
and members given loans according to their saviegsls. When one defaults,
collateral was sold or a guarantor’'s savings takewas reported that the SACCOs
did not go further to investigate why clients f&l pay loans but concentrate on
recovering loans and interest which is only in thterest of the SACCO as an
institution but not individual client borrowers. &study concluded that SACCOs do
not look at profitability of enterprises for clientthey look after their own

profitability through sustained repayments for thans. It is a common culture for
SACCOs’ members to go for borrowing either in otfieancial institutions or from

money lenders to be able to pay. This finding $® dihked to the argument of Patricia

(2008) cited in Cuevas and Fischer (2015) that mersaof SACCOs in Mozambique
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and Malawi have an assumption that members know tehdo, they concentration is
on giving credit, increasing on membership and nmemsitbeing able to pay. Anis
(2009) conducted an assessment on for microfinasea tool for economical
development through poverty eradication in AusirallThe research attempted to
provide a critical appraisal of the debate on tffecéveness of microfinance as a
universal poverty reduction tool. With the help qpfestionnaires and interviews, it
was argued that while microfinance had developedesmnovative management and
business strategies, its impact on poverty redagtonained in doubt. Microfinance,
however, certainly played an important role in pdowg a safety-net and
consumption smoothening. The borrowers of microfaea possibly also benefited
from learning-by-doing and from self-esteem. However any significant dent on
poverty, the focus of public policy should be onowth-oriented and equity-

enhancing programs, such as broad-based prod@ctipboyment creation.

Nakakuta (2010) conducted a study on the role dafranifinance in the social
economic development of women in Uganda. The studg conducted using
gualitative and quantitative methods. Questionsaam@d interviews were used in data
collection. The study found out that women who ased the loans from MFIs were
able to improve their socio-economic status throstdrting up and or expanding
investments and enterprises, paying school feestHeir children, purchase of
household items like furniture, land and solaratiation among others. The research
also found out that women face some challengelsein aiccess and utilization of the
MFI services and these include; small amounts ohewodisbursed, diversion of
funds, high interest rates, low returns on invesitimshort grace periods, The study

recommended that the government should intervespeogally where interest rate is



30

concerned and centralize and also monitor the tpasof the MFIs so that they
offer adequate services to the women, the resptsmdecommended that MFIs
should lower the interest rate, empathize withrtbieents, monitor and increase grace
period. Muzinduki (2011) studied inclusion and esobn criteria for the microcredit
funds provided by the MFIs in Kabalole, Uganda. Thasearcher used qualitative
methodologies in collecting data which are focusugr discussion, interview, and
documentation system. The study found that the Mitsvzided their services at
certain requirements which include registrationsfeeompulsory savings, having
shares within the cooperation, bookkeeping and mecation work. The researcher
recommended on the needs to regulate the requitsnrefes and regulations of the
MFIs so that they can suit the provision of mianafice to small and micro
businesses. The findings of Muzinduki was the sas¢he findings of Wright and
Rippey (2003) from Kampala, Uganda who suggestedhf® importance of strong
government support and regulations of microfinansétutions which have the main

role in poverty reduction in the economy for the 8430 benefit in financial sector.

lkem et al. (2012) cited in Hubka and Zaidi (20&&aluating the extent to which the
use of accounting information can be used to ekeirthe financial challenges of
Small and Medium Enterprises (SMESs) in Nigeria. Shedy found that the SMEs in
Nigeria were facing the challenge of using poomacting system which denies their
access to financial services in financial instans. The study suggested on the role of
quality accounting information to enhance financrenagement and accessibility of
finance by SMEs. The study, further noted the lackhformation and lack of assets

like land remain obstacles to people’s participat@t only in microfinance but also
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in other development programs including agricultuypaograms. Documentation
requirement is also constraint for the MSEs to secmicrofinance services in
SACCOs in Nigera and Ghana (Annim, 2009). Adnarl®Gonducted a study on
the role and performance of micro credit towardgepty reduction in Pakistan. This
study was based on both quantitative and qual@athethods with the help of
guestionnaires and interviews data collection nethdhe result of the study was
that microcredit helped in the poverty alleviatioh different categories of poor
people and had the positive effects on their livet@ndards. It was found that there
were high interest rates on micro loans becausthefadministrative cost. It was
observed that there was improvement in the micaoibe sector in terms of
investments, active borrowers, branches and peesonfhe study therefore
recommended the need for a reduction in the irtewss charged on the loans
offered to the clients so as to empower client® tag the loans to develop their

business enterprises.

Obeng (2014) conducted a study on the impact ofanicedit on rural economic
development in Ghana with the aim of assessing hvenemmicrofinance had
contributed positive or negative outcomes towardsnmunity development.
Questionnaires and face to face interviews werdal ugedata collection while
purposive sampling techniques were used in sefpthia respondents. The findings
from the study were that people, especially matgied and vulnerable people were
getting access to credit which impacted positivety their improved standards of
living. In conclusion most of the rural economic opotended to look up to
Microfinance institutions for credit. Fortunatelyhese institutions were geared

towards the rural poor. It was recommended thasteuable economic development
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required action and policies that would improvehbtite productive and the human
capital of the poor. Policy interventions needebtdavell targeted if the benefits were
to reach the poor. Then to achieve economical deweént, MFI needed to offer
small loans that would not require physical coliateOn the other hand, Bald (2014)
conducted a comparative study between Savings aitCo-operations (SACCOSs)
and other lending institutions namely commercialksa MFIs and money lenders in
Ghana. The study used only secondary data from #®2510. Time series analysis
and ANOVA was used in his study. He found that thees range by Most of
SACCOs were between 9-13% per year and are moreahpp and favourable to
borrower who is belong to the respective SACCOs pamed to microcredit

institutions that charge interests ranging betw2@30 p.a.

The interest rates charged by these SACCOs allombeaeclient to make profits
since are not exploitative. Also it was found tf®ACCOs charge interest on a
reducing balance which doesn’t happen to clientSACCOS. The study concluded
that loans from other lending institutions wouldyone available at prohibitively high
interest rates and added that SACCOs have comyarativantages over other
financial services providers. Walker et, al (20b®nducted qualitative study to
examine benefit of SACCOs as the source of findrsavices in Rwanda using
UMURENGE and Kamla-Raj SACCOs as the case studye Bhudy used
guestionnaire as the primary tool for data analgsid factor confirmatory analysis
was employed. It was found that SACCOs approaclucesi on administrative
transaction costs of lending reduces default thnaadlective risk taking; and provide
a channel for business information to the membafslff, et. al., (2015) examined

repayment stress face borrowers of commercial laawkthat of SACCO. The study
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collected data from 60 people who had borrowed éetwKSH 500,000/= and KSH
700,000/= in January 2014. Respondents for thdystvere obtained through simple
random selection. The study found that borrowessfthe commercial banks had 1.8
repayment stressed higher than borrowers from tBR&€C®. From SACCO

perspective, members were given longer repaymamndseand the grace period so
that they are able to adjust in situations of difasks. It should be noted this
strategy was put in place to favor loan recovergnd. repayment period do help
SACCO members and it does help them in cases kd tigat befall their business.
However, it was observed that SACCO is able toroffetter incentives to their

potential clients apart from the access-to-loagsiment. They offer higher nominal

interest rates on current and term deposits thaer adommercial banks.

2.4.2 Empirical Studies inside Tanzania

Mwelukilwa (2001) conducted a study on the rolesotio-economic co-operatives in
the economical development among women in Tanzafeand out that socio-
economic co-operatives played a great contribuilbneconomical development
through enhancing women'’s participation in incoreaayating activities, provision of
funds to support education to children of the pdacilitation of financial services,
provision of employment opportunities and provisimina voice to the poor in the
policy making structure. However, there had beemtdid participation of the poor
design and implementation of interventions aimimge@onomic development. The
study recommended the need for building strong neznadontrolled cooperatives,
promoting good leadership in the cooperatives, ptorg strong and effective
cooperative development support institutions, impr@ cooperative education and

training. Omar (2008) conducted a study on findnoctastrain faced by SMEs and
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structural characteristics of these MSEs in Tareafhe study found that most of the
SMEs are characterized by the use of poor techgpfmmpr management system, and
lack of education and poor performance of their rgoigee teams in terms of
repayment. The study concluded that most of the $i&kve lack of access to finance
for starting, operating and expanding their busnemnterprise. The study
recommended on the improvement of the business itcmms] legal system,

commercial law reforms and bankruptcy proceduresval as the use of credit

guarantee and the increase in the supply of mitaofie services to MSEs. The small
saving and credit organizations (i.e. VICOBA) irdento have a number of future
programs that would target different client catégrthat would include the poor
people. The study by Ahmed (2009) in Iringa rurastiict, Tanzania reported that
VICOBA-members were accessing to goods and servces easily than they would

have on an individual basis.

It was also added that members can be learning gineghskills such as enterprise
management and problem solving as key tools in canitynempowerment. Ahmed

(ibid) concluded that VICOBA as financial intermediarieBanneling savings into

loans, provide saving opportunities for the MSEgeeially to rural poor, but further
improvements are necessary to make their serviage ®fficient and sustainable.
However, Mukuye (2012) found that in Tanzania mersleé small savings and credit
organizations were useful receiving mechanismgdesources from Government and
NGO development agencies. Mwakajumilo (2011) cotetlica study on formal

microfinance institutions in saving, mobilizatioimyestment and poverty reduction
for the purpose of investigating the role of mianahce sector in Tanzania taking

SACCOs as the case study. The researcher used stamtured and in-depth
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interview as his primary methodologies for collagtidata from a sample of 250
respondents. The study found that there is an aseren the proportion of borrowing
members who take loans from the SACCOs. Howevenyvilr and development of
financial status of microfinance consumers wereedofThe study suggested on
development and improvement of saving and credipetatives as the alternative
mechanism of formal banks which is effective forafinbbusiness growth. Banfisile
(2011) cited in Mukuye (2012) evaluating the fastonfluence the capacity of
SACCO:s in providing long-term financial servicesDar es Salaam, Tanzania. The
study found out about the membership status of SBE€@s well as its financial
service capacity and the loan lending policiesuierfice the capacity of SACCOs to
provide long term financial services important farany entrepreneurs business

growth.

Diyamett (2012) conducted a study on the role dfetieof loan attained from Micro
Finance Institutions in fostering economical depetent through poverty reduction
and innovation among women owned enterprises ine@dalaam. It was found out
that 85% of the women were innovated to take the loecause of business oriented
reasons, so as to increase on their capital anduptieity while 15% had other
reasons which included pear pressure, and othared/é meet their new people and
one of them just wanted to see if she could regéy a loan while the other had
friends in the group that was being given the Isarshe also decided to take the loan.
However the study noted that women needed to tales| with the main aim of
investment resulting to poverty eradication amohgnt. Pelrine and Kabatalya
(2013) conducted the study in Tanzania to deternfawtors which determine

accessibility of SACCOs’ credit facility to memberents. The study was qualitative
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and used linear regression model to find out dateant factors. The study reported
the improvement in well-being of the members toeased credit service in the
SACCOs from the savings made by members sometirsed as collateral by

borrower, depending on ability of borrower to repghg loan and time spent in the
SACCOs. The study concluded that these factors raedessibility of credit services
hard to the members especial a new member whousaggin SACCOs for the

immediate credit assistance. Meanwhile, these reougnts help to ensure the
SACCOs remain viable in the financial market acocggdo Roodman and Morduch
(2012) compulsory savings, guarantor’'s savings ek & some collateral security
ensure that when one fails to pay, the system lis wbrecover the loan through
selling the property, deducting from guarantosavings and using client’s personal
savings. The major concern with this arrangemesd lvith the intention of the

SACCO itself.

Several studies identified several negative andtipesfactors influencing, SMEs

accessing to financial institutions products anvises ranging from; unstable and
inadequate juridical and legislative framework, e¥hidoes not support the
relationship between capital providers and the SMé&guiring financing; Inadequate
information from enterprises themselves, stringé&mding policies including

collaterals requirements, cumbersome procedures thed perception of small
businesses and rural poor as risky often lead eofittancial exclusion (Chandika,
2005; Beck,et,al 2006). Many SMEs in the servieet& do not own land and
equipment, and as a result, it is difficult to pdevany form of security or collateral

to financial institutions.
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CHAPTER THREE

3.0 RESEARCH METHODOLOGY

3.1  Introduction

This chapter presents the methodology of the stmtpiling the research design,
study area, study population, study sample, samppi@chniques, data collection
methods, validation of instruments and data amnaliethnique. Study methods and
procedures (i.e. methodology) refers to a collectd methods to create beliefs and
knowledge and interpretation of this knowledge ight of the ontological and

epistemological positions focusing on answeringstjoas like what can we know,

How do we know and What is the truth (Strauss aoxbi@, 1998).

3.2 Research Design

A research design is the arrangement of conditionsollection and analysis of data
in a manner that aims to combine relevance togkearch purpose with economy in
procedure. In fact, the research design is the eminal structure within which
research is conducted (Leedy and Ormrod 2005) thestudy, the researcher used
case study design. The design gives a completessaapf a case of empowerment
efforts in poverty reduction. This study design duge describe the relationship
between variables. The case study designed optén asudy seeks to describe a unit
in detail, in context and holistically which is Wile a way of organizing educational
data and looking at the object to be studied. ®search design provided in-depth
description of the level of economic improvemerdught by VICOBA as well as the
challenges encountered by VICOBA-members when sgedind repaying loans in

their respective VICOBA.
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3.3  Study area and Study Population
3.3.1 Research Area

The study was conducted in Temeke Municipality afr @s Salaam, Tanzania. The
researcher chose this area on grounds that reldasmin line with the topic could be
attained since Temeke is the district with manypbeof low income earning in Dar
es Salaam. The other reason of choosing Temeketleiinterest of proximity since
researcher live and work in Temeke Municipalityertéfore, it was possible and easier
for the researcher to administer questionnairecamdluct interview which at the end

gave validity and reliability to the research fingi

3.3.2 Study Population

According to Myers, (1962) population can be defire the totality of observation
with which the researcher is concerned. The pojmdbr this study comprised of
140 members of the following VICOBA: Seumadi, Upent¥shikamano, Jipemoyo
and MBV. These are the small saving and creditroeggions (i.e. VICOBA) located
in the study area. Members of the aforementioneghrozations were the key
informants in the study since the study wantecht@stigate the effectiveness of the
services offered by the VICOBA. The five VICOBA wechosen because they are
among the most active VICOBA in the study area wthny members. In all these
five selected VICOBA; membership is opened to eseeywho wants to join the
organization irrespective of the personal char&ties such as gender, level of

education and so on.
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3.4  Study Sample and Design

3.4.1 Sample Design

Sample according to Babbie (2004) is the repretientaf the population. Kothari

(2006) also defined sample as a collection of spaxts of the population on the
bases of which judgment is made. He elaborated nhatesample should be small
enough to make data collection convenient and shbal large enough to be true

representative of the population which is selected.

The SMEs-members of the selected VICOBA was basgqueaod of the membership
of more than three years believed that are polerggpondents of the study. The
membership period of more than three years is hopée enough for the member to
realize potential benefits and losses of engagintpe VICOBA business. Therefore,
reliable and valid information relating to the see(s) offered by selected VICOBA

as well as challenges faced by VICOBA-members wevered.

3.4.2 Sample Procedures

Sample procedure was defined by Kothari (2006 hagtocess of selecting a part of
the aggregate of the totality based on which a melg or inference about the
aggregate or totality is made. It is a processetdciing a group of people, events,
behaviour, or other elements with which to condustudy. It also includes selection
of technique that is going to be used in the selecprocess. The major criteria
influencing the choice of a sampling technique &sdul on the availability of
sampling frame, that is, a list of the units corsimg the study population. In the case
when the sample frame is available investigat@adigces to use probability sampling

techniques such as simple, stratified and clustedom sampling techniques. When it
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is not available investigator has to use non-prdiyalsampling techniques such as
purposive, convenience and snow ball sampling tgcies (Saunders, et al 2007). In
this study researcher used combination of simpldam sampling (one of probability
sampling techniques) and convenience sampling iggbn(one of non-probability
techniques) to select members of the selected VIEORIditionally, it should be

noted that this was an academic study and therefdiraited by time.

3.4.3 Sample Size

Sample size is the number of respondents seleotgadrticipate in the study from
targeted population. However it depends on the racguneeded, population size,
population heterogeneity whether the sample isstsubdivided or not and resources
available (Bailey 1994). Prior to sample selectiom researcher first determined total
number of members in each of the selected KIKOBAI @&nwas found that in
Seumadi there was 30 members, Upendo had 28 mentdstskamano had 32
members, Jipemoyo had 25 members and MBV had 25bemmvho had hold
membership for more than three. Therefore, theyshatl to make sample of these
five groups of potential respondents using a samgpiormula provided by Yamane
(1967) when population/sample frame is less thahi@@ividuals. This is stated here
under.
o N
1+ N(e)?

Where ‘n’ is the sample size, ‘N’ is the populatgine or sample frame and ‘e’ is the
degree of precision that the selected populatiothésright one. The sample was

calculated at 90% level of confidence. But duehe time limit the study did not
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manage to obtain exactly required number of respotsd Table 3.1 below show

required sample and obtained sample in the field.

Table 3.1: Sample Size of the Study

VICOBA Population | Required Obtained
Size (N) sample size (n) | Sample size
Seumadi 30 23 20
Upendo 28 22 22
Mshikamano 32 24 21
Jipemoyo 25 20 19
MBV 25 20 20
TOTAL 140 109 ( 102)

Source: Field Data (2015)

The total of 102 members were selected for theystuan the selected VICOBA as
follows 22 members from Upendo, 21 members fromikéshano, 19 members from

Jipemoyo and 20 members from each of Seumadi and. MB

3.4.4 Sources of Data and Methods of Data Collection

The study collected both primary and secondary déereas primary data formed a
big part of data collection. Primary data are treslh information collected for the
first time and happened to be original in characlérey are original works of
research or raw data without interpretation or ptortements presented on official
opinion or position (Kothari, 2006). In this studyuestionnaire was the most
important tool for data collection. On the otherntha secondary data is the
information which is obtained from the source @érature. These are second hand

information they include the published and unpuidd data from different sources.
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3.4.5 Questionnaire

Questionnaire was the main tool for data colleciiorthis study in addressing the
overall research questions. Structured questioanaere prepared and sent to the
respondents by hand-self admitted technique. Apoadents were given the same
copy of questionnaire to fill in their answers. Tiespond mode used was the Likert
scale of five points starting from the (1) stronglisagrees to (4) strongly agree.
Duration of data collection was one month and thgpse of the questionnaire was

explained to the potential respondents and how tib. f

Reason behind is that in most of the previous egjdivhich were carried out in the
same context, the researchers have used this ¢gehrior data collection was

successful. Moreover according to Kothari (20@6g advantage of this method is
that it's less expensive, permits anonymity and mesylt in more honest responses.
Another advantage is that the researcher doesawat to be present; this eliminates
bias due to phrasing questions differently foratiint respondents, therefore, minimal
interference of researchers. It hinders researshieterference hence reduce the

response bias by the respondent.

3.4.6 Interview

Interview is the method of direct data collectiohigh involves investigator contacts
with the participants-who are asked to respond teestions. Whereby, the
investigator/researcher listen to what particip@misrviewees say about their views
and opinions in their own words and learn from th&mwale, 1996). For the purpose
of this study unstructured interview was used tdleco information from a few

respondents who were found to have some more irfitom This enabled the

researcher to obtain information by interactingefdo face with respondents that
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provides straight answers to research questionso #le method allowed greater
freedom to ask supplementary questions to the regmts. ). Furthermore interview
permits the direct exchange of ideas, opiniongformation between the interviewer
and the interviewee. However, interviewees werstdicontacted by telephone and
briefed about the study. They were allowed to saleethe interview time and dates
convenient for them. The interviews were conduci¢dhe evening hours in the

working days and in during weekends.

3.4.7 Documentary Review

Documentary review involves collection of secondaaya. In the study the researcher
visited library to where she could review differelticuments to get and read relevant
materials, books, published and unpublished dssent reports and articles from
journals, political speeches and newspaper regoriserning potential credibility of

small savings and credit organizations in and datSianzania.

3.5 Method of Data Analysis

The application of reasoning to understand andpné¢ data that have been collected
by the researcher is referred to as data analgsrding to Zikmund (2003). Much
of data in this study was quantitative. Howeveglgsis of data depended on whether

the data are qualitative or quantitative.

3.5.1 Qualitative Data Analysis

In analyzing qualitative data the researcher foldwhe method which was used by
Leedy and Ormond (2005) whereby after validatior tlksearcher followed the

processes as follows:-
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* ldentified statements that relate to the toghe information from the interviews
were broken up to reflect single and specific thaag

* Grouped statement into meaningful unitke single specific thoughts were
clustered into similar categories that reflect oasi perspectives of the
respondents.

» Sought perspective divergentconflicting and similar perspectives were
considered.

» Constructed compositevarious meanings identified were used to devedop
overall description on the framework with an ohjeztway to dialogue the

impacts of microfinance services in economic dgwelent.

3.5.2 Quantitative Data Analysis

Babbie, (2004) narrated that normally quantitatesearch approach tend to focus on
analyzing numerical data, compared to qualitatiyreach which deals with
meanings, examining the attitudes, feelings andvatbdns of people. In this study
guantitative analysis statistical procedures wenedacted using Statistical Package
for Social Science (SPSS) version 16.0. Quantéadiata was coded, investigated for
integrity, analyzed through descriptive analysisswased in calculations of
percentages and arithmetic mean of collected desm, in order to come up with
valid conclusions. Chi-Square test was also usedest relationship between

variables.

3.6 Reliability of the Research Instrument

Reliability is the consistency of measurement,h@ degree to which an instrument

measures the same way each time it is used unelevathe condition with the same
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subjects. Reliability of the instrument accordingAmin (2005) refers to the degree
to which the said instrument consistently measuvbatever it is measuring. The
methods frequently used to test reliability ard-tetest, split-half, equivalent-form
and the Cronbach alpha (Babbie, 2004). In the sttty Cronbach alpha coefficient

was used to calculate the internal consistenciafiity) of the measuring scales.

The Cronbach alpha indicates the extent to whishktaf test items can be treated as
measuring a single latent variable (Malhotra 198%) is more accurate and careful
method of establishing the reliability of a measgrinstrument than the Spearman-
Brown and Kuder-Richardson reliability measures rgRaraman, 1991). The
Cronbach alpha reliability coefficient ranges frOnto 1 (George and Mallery 2003),
hence the closer the alpha coefficient is to h8,dgreater the internal consistency of
the items in the scale. According to George andlévia(ibid), a Cronbach alpha
coefficient of 0.70 or more is considered idealhétstudies, however, regard a
Cronbach alpha coefficient of 0.50 as acceptabibddsic research (Tharenou, 1993).
A Cronbach alpha of 0.70 means that 70 percentefvairiance in observed scores
(the actual scores obtained on the measure) idaltlee variance in the true scores
(the true amount of the trait possessed by theoremt). In other words, the score
obtained from the measuring instrument is a 70% teflection of the underlying

trait measured. Therefore, the measures of thallas were conducted as follows:

Improvement of the economic status as a resultitGDBA-loans the variables for
assessing the improvement of the economic statasresult of VICOBA-loans were
level of income, equipment, production and emplsybefore and after joining

VICOBA. The instruments (variables) had a 5-poiikelt-scale and reliability check
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of the instruments revealed a Cronbach alpha dff).which shows that the measure
was reliable. Challenges faced in accessing andyreent of VICOBA-loans: the
variables for assessing challenges faced in acgpssid repayment of VICOBA-
loans were amount of loan given, repayment periedding procedures used by
VICOBA, lending policy used by VICOBA, consideratiof collateral, consideration
of borrower's monthly income, consideration of lmver's contribution in the
VICOBA, interest rate charged, consideration ofibess proposal, consideration of
business license. Other challenges involves; cersihn of accountability,
consideration of the age of the business, congidaraf guarantor, consideration of
nature of the business, consideration of borrowexge and consideration of
borrower’s level of education. The instruments i@ales) had a 5-point Likert-scale
and reliability check of the instruments reveale@ranbach alpha of 0.817, which

shows that the measure was reliable.

Additional services desired by VICOBA-membehe variables for examining the
additional service required by VICOBA members wsaxings, insurance, money
transfer and business education. The instrumeatsafles) had a 5-point Likert-scale
and reliability check of the instruments reveale@ranbach alpha of 0.603, which

shows that the measure was reliable.

Table 3.2: Cronbach’s Alpha Coefficient

Variables N of itemg Cronbach’s Alpha Coefficient
Improvement of the economic status a8 0.715

a result of VICOBA-loans

Improvement of the economic status p&7 0.817

a result of VICOBA-loans

Additional services desired by 4 0.603

VICOBA-members

Cronbach’s Alpha of Questionnaire 29 0.722

Source: Researcher computation (2015)
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CHAPTER FOUR

4.0PRESENTATION OF RESULTS, ANALYSIS AND DISCUSION

4.1 Introduction

Analysis of the data is very important part of amgearch. The quality of data
collected matters, but what matters more is therjmétation of that data. This chapter
presents the results of the study. It is suppobgdliscussions and other relevant
works from the literature. To begin with, researctiscussed the background of the

respondents as follows:

Table 4.1: Background of Respondents

Variable Measurement Frequency Percent
Gender of Male 15 14.7
Respondents Female 87 85.3
Total 102 100.0
21-30 years 36 35.3
31-40 years 45 44.1
Age group of 41-50 years 15 14.7
respondents 51-60 years 6 5.9
Total 102 100.0
Primary 39 38.2
Certificate 15 14.7
Respondent level of | Diploma 21 20.6
Education Advance Diploma 12 11.8
Degree 12 11.8
Master 3 2.9
Total 102 100.0

Source: Field Data (2015)

From the results of the table 4.1 it can be seahnbmber of female (85.3%) was
higher compare to the number of male (14.7%). Tiniglies that women are more

likely to join VICOBA compare to the men. Howevesince there is both male and
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females’ responses it can be said that the studgisioof views of both male and
female and therefore there was no response biaerm of gender. 44.1% of
respondents were at the age of 31-40 years oldwell by those of 21-30 (35.3%)
years and those of 41-50 (14.7%) years old. Thexefmajority of VICOBA-
members are the youth and young adults. Theseharenergetic, enterprising and
hard working classes. Concerning with respondeenellof education, the study
found that more than one third (38.2%) of the resiemts had primary level of
education followed by those of diploma and cerdifeclevels who represented 20.6%
and 14.7% of all respondents respectively. Novzait be assumed that majority of

VICOBA-members are the people with low level of eation.

4.1.1 Impact of VICOBA on the Economic Status of the Memiers Objective

The first objective of the study was to assessrtiprovement of the economic status
as a result of VICOBA-loans. Therefore the studynigd to know if members of
VICOBA have enjoyed the increase of income, equimmnieusiness production and
employees in their business since they joined VIBOBuestions were papered in
form of short sentences with response mode of 1y lesv, 2= low, 3= moderate, 4=
high and 5= very high. The questions were aimingagturing respondents’ opinions
concerning with aforementioned variables before aifter joining VICOBA. Cross-
tabulation with the Chi-Square test was used td fout the extent to which the
responded VICOBA-members have benefited from bgsineans/credit services
offered by VICOBA. The area concentrated by the rbeooic Status variable

included:
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i. Level of Income

The independent variable economic status asselssdibnefit received by VICOBA-

members in term of income gained after joininggbkeme. Furthermore the analysis
was also done to determine the trend of how meraliecome flows before and after
the being joined with VICOBA where they accesseaifiices for their business. The

results in table 4.2 indicate that:

Table 4.2: Level of Income

Variables Level of Income
Income Income
Before joined After joined
VICOBA VICOBA
Options Very low Count 45 6
% within Level of Income 44.1% 5.9%
Low Count 30 3
% within Level of Income 29.4% 2.9%
Moderate Count 24 20
% within Level of Income 23.5% 58.8%
High Count 0 15
% within Level of Income .0% 14.7%
Very high Count 3 18
% within INCOME 2.9% 17.6%
Total Count 102 102
% within Level of Income 100.0% 100.0%

Source: Filed Data (2015)

The results indicate that, the increase of thernrmeafter joined VICOBA has been
significantly higher than income before join VICOBA< 0.001). From the table it
can be seen that 44.1% of the respondents percthaedheir income was very low

before they joined VICOBA compare to 5.9% of therhowperceived that they
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remained poor after joined VICOBA. On other sid&92 of respondents perceived
that their income was very high before joined VICOBut this number increased
after they had joined VICOBA where 7.6% of respartdeaccepted that their income

became very high after joined VICOBA.

il. Level of Equipment

Next, the study analyzed level of equipments of riegpondents before and after
joined VICOBA. Likewise cross-tabulation was useml determine frequencies,
percentages and level of significance where in Sgjive test was deployed. The
results have indicated that joined VICOBA schemenimers have enjoyed significant
increase of their equipments for their daily busseperations (p=0.002). The results
also shown that half (50%) of the respondents atip&televel of equipments/assets in
their business operation before joined VICOBA wasyMow compare to the 23.5%
who said level of equipment was still low even ajtened VICOBA. Also, no one
(0%) said that he/she had very high level of eqeipis before joined VICOBA but
5.9% believed to have very high level of equipmeantsheir business which were

obtained after joined VICOBA.
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Table 4.3: Level of Equipments

Level of Equipment

Equipment | Equipment
Before joined After joined
VICOBA VICOBA
Options Verylow  Count 51 24
% within Level of Equipment 50.0% 23.5%
Low Count 42 24
% within Level of Equipment 41.2% 23.5%
Moderate Count 6 45
% within Level of Equipment 5.9% 44.1%
High Count 3 3
% within Level of Equipment 2.9% 2.9%
Very high  Count 0 6
% within Level of Equipment .0% 5.9%
Total Count 102 102
% within Level of Equipment 100.0% 100.0%

Source: Field Data (2015)

From the findings indicates most of the membersewable to purchase new

households equipments after joining the VICOBA.sTimplies that finances obtained

from VICOBA were the significant in adding purchagi power to members

compared to those who are members.

iii. Level of Production

The study also analyzed levels of production inlibsinesses of respondents before

and after joined VICOBA to assess the trend. Eselts have been given in the table

4.4,
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Table 4.4: Level of Production

\ariable Level of Production
Production | Production
Before joined After joined
VICOBA VICOBA
Options  Verylow  Count 30 6
% within Level of Production 29.4% 5.9%
Low Count 54 15
% within Level of Production 52.9% 14.7%
Moderate Count 12 48
% within Level of Production 11.8% 47.1%
High Count 6 18
% within Level of Production 5.9% 17.6%
Very high  Count 0 15
% within Level of Production .0% 14.7%
Total Count 102 102
% within Level of Production 100.0% 100.0%

Source: Field Data (2015)

From the results of table 4.4 it was revealed thate was significant increase of
productions in their businesses performed by tispaedents after joined VICOBA
(p<0.001). More specific the results shown thatt2®of respondents perceived level
of productions in their business were very low befpined VICOBA while few
(5.9%) of them perceived that their level of busg@roduction was very low after
join VICOBA. Moreover, there was no one (0%) whdide=d that she/he had very
high level of production in her/his business befmieed VICOBA while 14.7% of
them accepted to have acquired very high levelusirtess production after joined
VICOBA. Therefore the study accepted that VICOBAvéaalso helped their

members to develop in term of the business proolcti
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V. Level of Employees

Lastly, the study assessed level of employees ewngag the business of the

respondents before and after join VICOBA. The aimswo assess if finances and

services obtained from VICOBA has any impact in #nea. The results illustrated

that there was an increase of employees in thenbsses of respondents after joined

VICOBA but based on the results of Chi-Squire thst increase was termed as a

weak significant (p=0.054).

Table 4.5: Level of Employment

Level of Employment
Variables EmploymentEmploymen
Before joined After joined
VICOBA VICOBA
Options  Verylow  Count 51 27
% within Level of Employment]  50.0% 26.5%
Low Count 36 30
% within Level of Employment]  35.3% 29.4%
Moderate  Count 15 30
% within Level of Employment]  14.7% 29.4%
High Count 0 6
% within Level of Employment] .0% 5.9%
Very high  Count 0 9
% within Level of Employment] .0% 8.8%
Total Count 102 102
% within Level of Employmeny  100.0% 100.0%

Source: Field Data (2015)

within Level of Employment was accounted by 26.5W, moderate level of

employment after getting loan were accounted fod#Pof respondents while high
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accountented for 5.9% and very high accounted ferewaccounted for 8.8%
compared to 0% from who are not the members oMIBOBA. Hence, the study
accepted that VICOBA-finances have contributed vdityle in improving
employment opportunities or number of employeeshm businesses operated by
VICOBA- members. This might contributed with littleapital invested in the

members businesses.

4.1.2 Challenges of Accessing and Repayment of VICOBA-Los

The second objective of this study was to deterffiihallenges faced by members in
accessing and Repayment of VICOBA-loans. The mdiafgnd this objective was to
determine what could be possible barriers thatgepeoples from joining VICOBA

or that hinder attainment of big economic developintlerough the use of VICOBA.

The study evaluated if lending factors (i.e. praons of business license,
accountabilities and collateral, year of statingsibess, nature of business and
documentation of project), loan’s characteristids. (lending policy, lending
procedures, interest rate, amount of loan, repaynmeriod) and manager’s
characteristics (i.e. members age, monthly incomesiness experience, level of
education) course constraints to the VICOBA-membeen trying to access and
repay loan received from the VICOBA. The questiomsre prepared on these
variables with five Likert scale points and presento the respondents in order to
identify the extent to which the mentioned varigbédbove have been a challenge to
the VICOBA-members. The survey scale ranged frojnn¢t a challenge, (2) very
small challenge, (3) small challenge, (4) big dradle and (5) very big challenge.

Both descriptive statistics and logistic regressisgre used in the analysis of the
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results of this objective. Descriptive statisticasmused to determine the strength of
the aforementioned variables in challenging acbédggi and repayment of the
VICOBA-loans in which mean and standard deviatieravused to rank the results
according to the order of priority. However, it sttbbe known that the variable with
highest mean is the one respondents rated to hglkiechallenging power to them in
dealing with VICOBA-loans while the one with therMest mean is the one viewed to
be non-challenging factor by these responded VIC@iBAnbers. On the other hand
logistic regression was used to indicate whichalaes are significantly predictors of
the challenges faced by VICOBA-members when acegssnd repaying VICOBA-
loans. So, dependent variable was the challengeadssing and repaying VICOBA-
loans. The results have been presented in the 4abl@escriptive results) and table

4.7 (regression results) hand in hand with thepmétation of the findings.

Table 4.6: Challenges of Accessing and Repaying VWIBA-Loan

Variables Scale N Mean Std Rank
1 2 3 4 5

Amount of loan given 6 42| 45 6 3 0 259 082 1

Repayment period 15 7% 9 3 0 102 200 060 2

Lending procedures used by 197 | 075 | 3

VICOBA 24 63 | 9 6 0 102

Lending policy used by 185 | 070 | 4

VICOBA 30 60 | 9 3 0 102

Consideration of collateral 54 15 30 3 q 102 1.82 .960| 5
Consideration of borrower’'s | 15 75 19 3 0 102 | 1.74 051 6
monthly income
Consideration of borrower’'s | 36 66 |0 0 0 102 | 1.65 048 | 7
contribution in the VICOBA

Interest rate charged 69 24 6 3 ( 102 147 0|86 8
Consideration of business 1.15 050 | 9
proposal 93 3 6 0 0 102

Consideration of business 1.00 0.00 | 10
license 102| O 0 0 0 102

Consideration of 1.00 0.00 | 11
accountability 102| O 0 0 0 102

Consideration of the age of 1.00 | 0.00 | 12
the business 102 O 0 0 0 102

fam
=

Consideration of guarantor 102 O 0 C D2 1.00 00013
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Consideration of nature of the 1.00 0.00 | 14
business 102 O 0 0 0 iop

Consideration of borrower’s 1.00 0.00 | 15
age 102| O 0 0 0 102

Consideration of borrower’'s | 102 | 0 0 0 0 102 | 1.00 0.00 | 16
level of education

AVERAGE MEAN 1.45
Interpretation of Means

4.21-5.00 = Cause very big challenge
3.41-4.20 = Case big challenge
2.61-3.40 = Cause small challenge
1.81-2.60 = Cause very small challenge
1.00-1.80 = Does not cause challenge

Source: Filed Data (2015)

From the results of the table 4.6 it can be revk#bat factors that cause very small
challenges to the VICOBA-members when accessing rapdying the loan from
VICOBA are amount of loan given (2.59), repaymegriod (2.00), lending
procedures used (1.97), lending policy used by \BB{1.85) and consideration of
collateral (1.82). The rest of the variables wexgorted to have cause no challenges
to the VICOBA-members in accessing and repaymernthefVICOBA-loans were
consideration of borrower's monthly income (1.74pnsideration of borrower’s
contribution in the organization (1.65), interester charged (1.47), consideration of
business proposal (1.15), consideration of busitiesase (1.00), consideration of
accountability (1.00), consideration of the agehaf business (1.00), consideration of
guarantor (1.00), consideration of nature of thairmess (1.00), consideration of

borrower’s age (1.00) and consideration of borrésvewel of education (1.00).

However, the average mean was found to be 1.45hwhalicates that generally the
challenges due to these variables were almostgilelgli Amount of loan given has
been found to cause somehow great challenge tvItB®BA-members compare to

other variables/factors under review. In deed nodbshe sampled respondents agreed
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to that amount of loan received from the VICOBA wag enough to expand their
businesses. They wanted to receive more than thmdesns but unfortunately
VICOBA do not have enough money to provide suchehaigpount to their members.
In all visited VICOBA, maximum amount someone cotgdeive was 2,500,000/= to
3,000,000/=. Subsequently, sometimes VICOBA-memiwgrdo apply loans from
Banks and MFIs and individual money lenders to smppnt amount they have

received from the VICOBA.

This finding was somehow related to the findinggsaoted by Roslan and Mobd
(2009) who conducted their study in Malaysia. THeynd that the probability for
loan repayment default was influenced by amounthefloan given and repayment
period. Responding to (Mwakajumilo, 2011) argumeangny studies have been
reporting that low amount of loan given by finandisstitutions are reported as the
factor for entrepreneurs to fail to access creditnf financial institutions. Another
study was the study by Padmanabhan (1981) who ftheidsmall amount of loan
together with unrealistic repayment schedule wasctiuse for borrowers to default
and dare not to borrow again from financial insittns. Additionally the study
disagreed with the findings obtained by Adeyemo Agtonlahor (2007) who found
amount of loan offered by MFIs was too small to #wdent that cause small
enterprises not to borrow from MFIs. From thelings repayment period was also
identified to be among the factors that cause semgll challenges to the VICOBA-
members in accessing and repaying VICOBA-loansodgi interview method of
data collection the researcher afforded to noterfizayment period was friendly and
simple to members and not the factor that can cainsinembers from going ahead

and receive loan from VICOBA. A chairperson of th&ited VICOBA acknowledged
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that she has never heard any members of her gaaplain of repayment period and
this is because the repayment periods for certaiauat of money were agreed by
members’ themselves at the general meetings. Repayperiod was found to range
from 6 to 24 months. Lending procedures was thel tlaictor reported to cause small
challenge to the VICOBA-borrowers. The study argtleat a member could receive
credit assistance prompt once he/she has requiestéd It can take a period of 30
minutes to five hours for an applicant to receiwan from VICOBA. It was reported
that VICOBA have simple and short procedures d¢ih@l application firms compare
to other microfinance institutions which need thpplacants first to acquire
introductory latter from the local leaders, stagtfrom street char persons to the ward

executive officers.

Procedures used by other financial institutionsemgewed to be the hardest and
hectic procedures which consume a lot of time amsheyw, however, they do not
secure borrow anonymous compare to procedures lus8dCOBA. It was further
highlighted that application forms in VICOBA are itign in Kiswabhili language
which is simple and easy for the applicants to ustded, however, there are no many
papers to fill when one applying for the VICOBA-fsa Moreover, application forms
were available at any time at VICOBA-treasures’ lksmLikewise, Vigano (1993)
found that amount of loans given by DevelopmentkBahBurkina Faso to young
entrepreneurs was reasonable but many of thesegyenirepreneurs failed to access
because of long bureaucracy which made them toddgading procedure as a time-
consuming factor. It was also noted that in obtgjnVICOBA-loans there was no
need of having expensive collateral compare in roflmancial institutions where

things like houses and cars are highly recommemnuedder to receive loan. It was
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said that collateral was pledged for those who c¢dake loan of more than one
million. More on this, it was argued that all monieaned to members is money
mobilized by members themselves and being membfnstls; members are
committed to pay back their loans. Therefore, therao need for the VICOBA to
request for the expensive collateral from the merbloerower. However, still lack of
collateral was argued to be the challenge to soemlers who do not have anything
worth millions of money to put as the security wltle@y need to receive a loan of one
million and above. The amount to which collaterat@me strictly recommended and
hence contribute to their failure in accessing liben they need from VICOBA.

Nevertheless, there are rare cases of this kind.

On other hand, the study conducted in Kenya bydéess (2008) reported that 80%
of responded Mitaana SACCO-Members agreed to plediigteral in order to secure
loan from the SACCO. That means that no collateral loan and vice versa.
Finaccess (2008) continued that some of the Mita8A&LCO-Members were
discouraged to continue holding their membershipabse they could not have
enough property to receive loan by the leg of ¢tetll and some feared their property
could be devoted in case they fail to pay backlaae. Concern with interest rate, it
was reported that interest rate was so low fornigenbers to repay the VICOBA-
loans. Unlike formal financial institutions whickrid to raise interest rate to micro
and small entrepreneurs since they consider therthagisk borrowers. Ahmed
(2009) noted that high interest rates and the tddlousing to secure loan from MFIs
are two main factors restricting the growth of epteneurs in Tanzania. Furthermore
loan with high interest rate has been reportedetproblem loan to young firms own

by women entrepreneur borrowers by Chagwa (2012) eanried out his study in the
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same area (Dar es Salaam region). It is the rdsmaopinions that when high interest
rate is charged on the loan; the earning of mostarand small entrepreneurs is not
so much to handle such liability. Consideratiorbasiness proposal was almost not
there in VICOBA scheme. It was reported that irereases a borrower can be asked
to present project plan before receiving the |learg these is for those who wants to
borrow more than one million. This is opposite be formal credit market where
borrowers are asked to submit certain documentsfivdtion of the project they want
financial support. It was further argued that miemad small entrepreneurs do not

document their project plans.

So, whenever they try to prepare one either for Itda purpose in the formal
financial institutions; they do fail and eventuadigd up on receiving nothing from the
formal financial institutions. But the removal ofidiness proposals in the VICOBA
has been of great help for this group of entreprensince amount of money/credit
needed by them is very small and some most of ismet directly injected in the
business. Most of the VICOBA-members received/berrooney from VICOBA to
pay for the immediate responsibility such as schiees for their children, medical
treatment, home foods and the like. By doing seythave been able to preserve
operating capitals in their businesses. Provisibbusiness licenses was evaluated
and found it was jot one of the factors challengfiGOBA-members from accessing
loan from their VICOBA. This is because they werat msked to provide their
business licenses. In line with the study on thastaints to small and medium
entrepreneurs (SMEs) Financing in Dar es Salaanviiwelele (2012) shown that
business accountability was the statistically digant predictor of constraints to

SMEs financing by microfinance institutions (MFI$)Jlwelele (ibid) argued that in
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the process of accessing MFI's loan, borrowers wasked to provide business
accountabilities and since majority of SMEs do admtument their financial positions,
therefore, many applicants were unqualified for M¥€l’'s loan services. This being
the fact the present study has argued that VICOBMbers have enjoyed
accessibility of loan from their VICOBA due to thbsence of provision of business
accountabilities. Now, the question can be how VB2Qdentify credit worthiness of
the borrowers-the answer is very simple, beforejomeVICOBA, existing members
of that VICOBA have to screen behaviour of thatspar who has applied for the
membership. And since all are living together i® @ommunity it becomes very ease
for the existing members to identify behavior aé tpplicant. If they are not satisfied
with the person’s behavior-membership is denied ifititey are satisfied they grant
applicant membership. Through this way VICOBA hdeen able to enroll credit

trustworthy members.

In the discussion it was argued that business expEr plays a major part in all
formal lending-in the bank and MFIs. But for theQ@BA which normally act as the
informal financial organization in the communityrbmwver business experience is not
major factor for the borrower to be issued certaimount of money. It was noted that
the reason for the VICOBA not to consider busiregserience or age of business of
borrower is that most of the VICOBA-members are pleeple of low income who
always move from one business to another busingssndl on the economic climate,
business information received from the social netwand other personal reasons.
Therefore, most of the members do not have permidnesiness they tend to shift
from one kind of business to another and shiftemuire financial reasons that can be

obtained from the organizations/VICOBA. This is wihyvas reported in this study
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age of the business operated by VICOBA-membersneaithe challenging factor for
the VICOBA-members to acquire loan from their respe VICOBA. After found

that VICOBA-members were facing almost negligibleltenges in accessing and
repayment of the loan, the study went ahead towiihdt factors are likely to impose
challenges to the VICOBA-members in near futureddnomic climate will change.
Therefore, logistic regression was used in whicld edtios of the independent
variables (factors cause challenges) against depéndariable (challenges of

accessing and repaying VICOBA-loans) were deterchaseshown in the table 4.7.

However, it has already mentioned that SPSS wad tseun all analysis in this
study-include regression analysis, there differgyges of methods (step-wise,
forward, backward, etc.), of entering variablesthe regression model, but in this
study researcher used the default enter methoth¢@pendent variables were entered
simultaneously into the regression model). All shtes were entered in the
regression mode but in the regression output sointbeovariables were excluded
automatically-these are the variables which cowt lrave any effects in accessing

and repaying VICOBA-loans.

The results of logistic regression analysis (tabl®, show that all variables analysed
do not significantly predict challenge of accessamgl repaying VICOBA's loans by
members. This is because observed p-values fovaaiébles include for overall
statistics are greater than 0.05 (p>0.05) at 954l lef confidence. But based on the
values of odd ratios the results continued to shbat Lending policy used by
VICOBA (OR= 2.970E10), amount of loan given by VIB® (OR= 3.488E5), and

lending procedures used by VICOBA (OR= 32.795)theefactors that are likely to
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impose challenges to the VICOBA-members in accgsamd repaying VICOBA-

loans.

Table 4.7: Predictors of Challenges of Accessing drRepaying VICOBA-Loans

Variables 95.0% C.l.for EXP(B
B S.E. Wald [df |Sig. [Exp(B)/OR |Lower Upper

Consideration of collateral -36.819 |6.599E3 |.000 1 1996 |.000 .000
Consideration of business propo4-69.837 |1.435E4 (.000 1 1996 |.000 .000

Lending policy used by VICOBA |24.114  [1.319E4 [.000 1 [.999 ([2.970E10 .000

Lending procedures used 3.490 9.768E3 |.000 1 ]1.000 |32.795 .000

Interest rate charged -2.016 7.849E3 |.000 1 ]1.000 |.133 .000

Amount of loan given 12.762 |4.696E3 (.000 1 1998 |3.488E5 .000

Repayment period -33.736 |6.569E3 |.000 1 1996 |.000 .000
ﬁgﬂfﬁ;:ﬁgg”me of  bormowey 4 752 |1.322E4 000 |1 [998 |000 000
Consideration of borrower’s age |-54.187 [1.194E4 |.000 1 1996 |.000 .000

Overall Statistics 235.415 |3.669E4 |.000 1 ].995 |1.736E102

Source: Field Data (2015)

4.1.3 Additional Services Desired by VICOBA members

The primary service offered by VICOBA is the creddrvice. Besides, the study
wanted to understand other services desired by meio be provided by their
VICOBA. Therefore, questions were prepared with agiables such as savings,
insurance services, business education, and moaesfér and sent to the responded
VICOBA members to give their opinions regarding ilality of such services from
the VICOBA. However, survey scale was in the foikek scale ranging from (1) not
at all, (2) very low, (3) low (4) high to (5) vetyigh. In order to deal with this
objective correlation analysis (table 4.8) was cmted to show the sample
characteristics-that means to establish the relstips between the mentioned
variables. The results indicate that saving hasngty significant correlation with

business education (p<0.001), but it does not ltaveelation with money transfer
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(p=0.0735) and insurance service (p=0.637). Thiama¢hat respondents who desired
that VICOBA should start offering saving servichsyt also wanted that VICOBA to
give business education but they did not signifigadesire that VICOBA also to
provide insurance services and money transfer cesviTherefore, the study have
accepted that apart from loan/credit services VIB@Bembers are significantly

desire their VICOBA to start providing saving angsimess education.

Table 4.8: Additional Services desired by VICOBA Menbers

Money Business |[Insurance
Saving |transfer Education |[service
Saving Pearson Correlatior 1
Sig. (2-tailed)
N 202
Money transfer Pearson Correlatiof -.315 1
Sig. (2-tailed) .075
N 102 102
Business EducationPearson Correlatio] .767" 126 1
Sig. (2-tailed) .000 483
N 102 102 102
Insurance services Pearson Correlatiof .085 .067 .249 1
Sig. (2-tailed) .637 .710 .163
N 102 102 102 102

**. Correlation is significant at the 0.01 leveH@iled).

Source: Field Data (2015)

Concern with the result of the table 4.8, the stadyued that it is normal for the
financial organization/association to emphasizeinggumore than other services
because through saving people (especially MSEs)getinout of poverty burden.
However, Tanzania national microfinance policy @0@ put it that saving is the
major beneficial financial service to the lower onze group. The policy wants

microfinance institutions and/or schemes to enageismall earners to save in order
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to protect themselves against emergence and/anvier darge expenses of life. Base
on this the study wants leaders of VICOBA to impésin and emphasize their
members to save their money with VICOBA. On othelesone of the visited
VICOBA known as Upendo association had startedffier saving services. It was
said that in Upendo, saving has two forms. The ére is the compulsory saving in
which members are required to contribute some iceai@ount of money every year
in order to update their membership. Second isublentary saving where any
member after saving compulsorily is allowed to shigher additional money with
the association. Allen (2006) said that it is etsdight poverty with move saving
than receiving the loan. This has also been arguidvery many professionals in the
financial sector that poor people should know howdve; using credit to foster them

will not help if they don’t know how to save.

Brighton (2003) noted that unlike saving credit rist always appropriate for
everybody or every circumstance. The poor and stamwho have no income or
means of repayment they need other forms of sufg@dore they can make effective
use of loans and poor clients should be encouragedsupported to build a small
savings base and develop basic money manageméstpslar to taking on the risks
associated with credit. It was also argued thatB&-members could benefit from
business educations which can be provided by diftestakeholders in the financial
sectors. It was noted that several times credit@®, marketers and other officers
from formal financial institutions like banks andFAM visit VICOBA-members in
their meetings to advertise their products mearevipifoviding them with some
business ideas. This being the case leaders of BIC&n prepare and invite officers

of banks and other formal financial institutions ¢come and provide VICOBA-
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members with comprehensive basic business skillsieSof the business skills that
can be provided to the VICOBA-members are cooperatearning, leadership
training, marketing training, business training grdduction training. Contrary to
this, Urio and Kessy (2006) conducted a study inéaSalaam to examine the reason
for the micro and small entrepreneurs (MSESs) taualéfloans and found that lack of
business and financial related trainings to the Bl%#€re the main predictor of loan
default by MSEs-borrowers. Therefore they recommednt¥FIs to provide these
trainings to their MSEs-clients pre and post legdimthem for better loan recovering

process.

Kuzilwa (2002) and Rweyemamet, al, (2003) they also reported that the
entrepreneurs who received credit together withiness trainings and advices,
performed better and manage to repay their loaas those who did not receive
trainings. Garson (1999) on this related study timidpia concluded that credit must
be accompanied by some kind of marketable skilletlgpment which the poor

seriously lack. Finally the study argued that dreahid/or saving alone can only
increase the scale of existing activities rathantanabling the poor to move into new
or higher value activities. Therefore, the studyntsavICOBA to consider provision

of basic business and financial education to tm&imbers.

4.2  Discussion of the Findings

4.2.1 Economic Impacts of Accessing VICOBA-loans to the Embers
The findings of the economic impacts from peopl®wbcessing VICOBA-loans has
indicated that their income level has been incr@asempared to before join to

VICOBA this was agreed by 44% respondents. Aftaming and access loans from
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VICOBA almost all members have enjoyed significentrease of their equipment’s
for their daily business operations) by almost (50Phat through the loans they were
able to buy new assets or equipment’s importantheir business operation this
includes fridges, motorcycles etc. Having all thess been a catalyst in improving

their level of production hence realizing the sigaint economic impacts.

These findings has been significantly supporte&¥ysgyune (2007) conducted a study
on the contribution of micro finance institutiormmMards economic activities of the
youth and women in Uganda (Luwero district) usinghiprimary and secondary data
were used by the researcher. The study found atHINCA offered several services
to clients that contributed to their developmenttsas provision of different types of
loans that enabled them to start up some businésséseir development, therefore
FINCA had positive contribution towards economiowth of rural youth and women

through poverty eradication.

Moreover, in line with the observed positive ecomoimpacts findings, the study by
Ahmed (2009) in Iringa rural District, Tanzaniaalgeported that VICOBA-members
were accessing to goods and services more eaglly tihey would have on an
individual basis. It was also added that membensbealearning promoting skills such
as enterprise management and problem solving as t&els in community

empowerment. Ina additional, Mukuye (2012) alsceadrthat in Tanzania members
of small savings and credit organizations were wiseéceiving mechanisms for

resources from Government and NGO development &genc
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4.2.2 Challenges in Assessing and Repaying VIB@-Loans to the Members

The results on the challenges facing VICOBA hasnbekearly shown that all
Microfinance Institutions including VICOBA has be&cing many institutional and
structural challenges. From VICOBA nature of thativities their main business is
sell money by lending and mobilizing savings oribgyshares. It normally deals with
poor people in rural and urban areas. Therefosedhiiegory of people they catalyzed
with high poverty and illiteracy that also imped#se smooth achievement of
VICOBA goal. The revealed factors in the study iwes in accessing and repaying
the loan from VICOBA are amount of loan given, rgpant period, lending

procedures used, lending policy used by VICOBA emukideration of collateral.

Roslan and Mobd (2009) said that in most studiegedonount of loan given has been
found to cause great challenge to the VICOBA-memb&imilar findings was
observed by Mwakajumilo, (2011) argue that the amhai loan received from the
VICOBA is not enough to expand their businessesniRaabhan (1981) also found
that small amount of loan together with unrealistipayment schedule was the cause
for borrowers to default and dare not to borrowimdeom financial institutions this
been hampering loan taking to most of the MFIs mambCollateral needs for
securing the loan taken has been a great posingepno the study conducted in
Kenya by Finaccess (2008) reported the same th& 80 responded Mitaana
SACCO-Members agreed to pledge collateral in ordersecure loan from the
SACCO. That means thaho collateral no loari Finaccess (2008) continued that
some of the Mitaana SACCO-Members were discouragembntinue holding their
membership because they could not have enough nydpereceive loan by the leg

of collateral and some feared their property cdagdddevoted in case they fail to pay
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back the loan. The study also reveal the lowerrobmn interest rate, thus interest
rate was low for the members to repay the VICOB&n® this has been affecting the
growth of the VICOBA for future lending capacity.h@ interest rate has been
differing according to nature of Microfinance scleeas some are governed by legal
Acts and some are not such as VICOBA (Chagwa (20A®@)n these view it is noted

that high interest rate charged on the loan; Iggrest and stringent lending policy
and bureaucracy the earning of most micro and semétepreneurs is not so much to
handle such liability. Has been reported by Vig&t@03), involves lkem et al. (2012)

cited in Hubka and Zaidi (2015).

4.2.3  Additional Services Desired by VICOBA-Mmbers

The primary service offered by VICOBA is the cresirvice. The results indicated
that savings, insurance services, business edacati@ money transfer are among
the other services provided by VICOBA. In line wiBrighton (2003) noted that
unlike saving credit to make effective use of loaarsd develop basic money
management skills prior to taking on the risks asged with credit. Kuzilwa (2002)
and Rweyemamat, al, (2003) they also reported that the entreprenebsreceived
credit together with business trainings and advipesformed better and manage to
repay their loans than those who did not receiaaitngs. In the cross- sectional
guantitative study conducted by Kateera (2004) oieronfinance intervention,
entrepreneur skills and rural economic development/ganda at Wakiso district
revealed that MFIs provided loans, savings andrarsme services and that these

services influenced investment and community degraknt. The findings also
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revealed that MFIs were involved in the provisidrEotrepreneurial Skills, and that

these skills influenced the increased investmedewelopmental projects.

Therefore conclusively the VICOBA in Tanzania hala&yed the big role in financial
inclusion for poor people in rural and urban areishas also increased the
opportunities of economically marginalized peopdeatcess savings and credits for
their business start up. This move has great impaicioeconomic conditions of the
poor hence boost up their standard of living. Hoave¥ICOBA are faced with many
challenges including structural and institutionahieih to some extent have an

obstacles to the prosperity of the sector.

4.3 Summary

From the findings and discussion it has revealed mhost of the respondents agree
that their engagement in the VICOBA microfinancéesne has been beneficial in
empowering them hence supporting the poverty réalucefforts. However the
VICOBA has been facing various challenges rangnognfinstitutional to structural
that need frequently review of the policy and dreatconducive business
environment to these small emerging entreprendinarefore the findings imply that
access to financial services and products is vewyortant for financial excluded
population in Tanzania. Generally it has been nateel microfinance scheme
including VICOBA has great role in improving theoeomic situation of the poor or
financial excluded people. This done through thi#edint services provided in
saving, mobilization, training s, insurances anahl@rovisions. Though majority of
respondents perceive that access to finance amd sthvices from VICOBA has not

done good in increasing employment. This cans #isoproblem of what do they
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perceive and describe the term employment. Fromebglts the respondents agreed
and identified that they face difficulties accesdihance and in loan repayment due
to various reasons including market limitationsmoeencing unprofitable business,
perceived high interest rates, late loan repaynmaember’s untruthfulness has been

impeding the timely and credit worth loan proviseffectiveness.
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CHAPTER FIVE
5.0 SUMMARY, CONCLUSION AND RECOMMENDATION
51 Introduction

This chapter looks at the main findings presentedhiapter four by relating them to
the objectives of the study, and also reflectshenmethodologies used to obtain and
analyze data. From the findings, conclusions weagd and recommendations made.

The chapter ends with identifying an area for fertresearch.

5.2  Summary of the Study

Microfinance services have a wider role of provgiservices to the large population
of poor people in the society. The intention of stedy was to explore the impact of
VICOBA in poverty reduction in Temeke District oafizania. Generally VICOBA

business is being based on savings and lendingl lmsevarious conditions set by
member. This includes social, psychological andnemic factors which are very
important determinants in maintaining member’s trefeship and effective loan

repayment. Accordingly, the study posed three rebequestions to be answered.
What are the economic impacts of accessing VICO&#$ to the members? What
are the challenges in assessing and repaying VIGOBAs to the members? And

what additional services are desired by VICOBA meraB

5.2.1 Impact of VICOBA on the Economic Status of the Memkrs

First, by using cross-tabulation and Chi-Squar¢ ties study found that VICOBA
have helped to empower economic of their membergeim of increasing their

incomes, equipment/assets and productions in blsiness. The increase of levels of
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these three variables to the VICOBA-members washdoto be significantly.

However, it was also found that VICOBA has helpedinicrease employees or
employment opportunities in the enterprises of VBXAmembers although this
increase was found to be insignificantly. Findirgso revealed that apart from
various challenges facing VICOBA and members 8id#l members have been highly
benefited in both economic and socially. Thus masbsed VICOBA as source of

capital for new startup and existing businesses.

5.2.2 Challenges of Accessing and Repayment of VICOBA-Lo&

Second, the study found that VICOBA-members wereintp almost negligible
challenges in accessing and repayment of the VICQiAs. Different variables
were used to assess the challenges encounteredelbybers in accessing and
repayment of the loans in VICOBA. According to threler of important it was found
that amount of loan given, repayment period, legpginocedures used by VICOBA
and lending policy used by VICOBA as well as coesation of collateral for those
who wants to borrow more than one million was taetdrs that could bring some
very small challenges to the VICOBA-members in ast® and repayment of the
VICOBA-loans. But the following variables were falinot to cause any challenge to
the VICOBA-members: consideration of borrower’s iy income, consideration
of borrower’s contribution in the VICOBA, interesiite charged, consideration of
business proposal, consideration of business kgermnsideration of accountability,
consideration of the age of the business, condidaraf guarantor, consideration of
nature of the business, consideration of borrowexee and consideration of

borrower’s level of education.
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Nevertheless, the loan defaulting, Lack of Govagriiaw Inadequate Knowledge on
Record Keeping, lack of office, inadequate capdal] misuse of funds, theft, market
limitations and death has noted to be major chgdsraffecting the development of
VICOBA in the district. However illiteracy and unthfulness issues have been a
crosscutting issue affecting both loan provisiod aoquisition to most of members.
Loan defaulting has been affecting the loan prowvigbtations among members and it

has been much more complex members behavior.

5.2.3 Additional Services desired by VICOBA members

Lastly, the study found that savings and busineiscaion were also wished by
VICOBA-members to be provided to them. But not\AICOBA were not offered
saving service, the study noted that one of the fnsited VICOBA had started
offering saving service. In which there were twpedy of savings that are compulsory
saving and voluntary saving. Compulsory involved #greed amount each member
has to contribute per year so that she/he canrmamntinolding her/his membership.
While voluntary saving was any amount of money daugy members in
association/organization after compulsory saving b@en made. However, business
education was also significantly desired by VICOB¥embers. These are skills like
cooperative learning, leadership training, markgtiraining, business training and

production training.

However, VICOBA members believe that, there araiigant benefits such as: the
members may receive continued business trainirsfuds the merits of a loan or
business proposal, debate a variety of ideas fallsbusiness start-ups, or even

discuss other issues of common interest to thepgrou
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The training provided by VICOBA to members is a aall part of the process
expanding trusted networks of family, friends ameeyhbors into functioning savings-
and loan groups means learning new behaviors andskidls. At VICOBA training

sessions, participants receive a thorough undelistgrof the principles for savings,
business planning, and credit and loan managen@her skills include learning

basic accounting of financial transactions, cost @mce calculations.

Further, in accordance with findings shows housglmtome had direct relationship
with loan acquirement from VICOBA. Therefore, rdsaobnfirms with previous
findings as suggested that loan had a relationshifh member's business
development and entrepreneurship development gmmambers of VICOBA. The
trend of members taking loan has been satisfatiasybeen stable it has been varying
and although somehow members business has beemimgcleading to loan

declining.

5.3  Conclusion of the Study

Based on the findings of this study, it can be tmted that VICOBA have been
working as the instruments of economic empowermemur society. Many people
have benefited directly and indirectly from the YABA and therefore lift up the
economy of the country in general. Normally the @enaccess to finance for SMEs
has a significant importance for the establishnzéntew businesses and support the
growth and development of already existing businlkseace foster the economic and
social development of a nation. Moreover, undesigrconditions, supporting the
access to finance for SMEs and entrepreneurs gafuental since these business or

enterprises can positively contribute to the indlial development and recovery of
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the national economies. However, most surveys esiphi#hat SMEs report, always,
the access to finance as one of the most imperalistacles to their well functioning
and development. Moreover the study indicate thatrgthe reduced availability and
even lack of financial services and products theeigds the policy makers to focus
their efforts in shaping and monitoring of the nanbf significant indicators, such as
the share of loans granted to individuals and SMiased on their size, experience
business opportunities, building capacity to emgapurs and sectors. Also the study
ensured that there is no doubt that credit previded for implementing various
socio- economic development activities. It is cldaat urban and rural poor people
have been unable to access financial institutionsecure credit. One of the easy
initiatives for reaching majority with financial rseces such loans was initiation of

VICOBA in most of developing countries.

However, it has concluded the establishment of \BBOn Tanzania faces many
challenges in its aim to favor the poor in termsno€rofinance services for their
income generating activities in a sustainable manié&e implementation and
running of VICOBA initiative faces many loan repagmts defaulting and

unfavorable attitudes among members hindering theerchined empowerment
benefit to members. With these challenges the erapuent efficacy of the

VICOBA in many areas has not been 100% meet thenddd goals of its

establishment. To some extent this remains an dbsta financing households and
self-help groups development projects in commuagycommunity empowerment
tool. These difficulties that individuals and SMEgxe when they are seeking to
obtain the necessary funding resources are assdciaith to the entrepreneurs,

microfinance schemes and the economic environmnfeheccountry, as well as to the
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existing regulatory and institutional framework.drder to alleviate these difficulties,

the measures taken by government has to targetcosaising financial development,

which would ensure greater availability of finargifor small businesses who are

totally excluded from financial services.

5.4

Recommendation of the Study

Based on the findings of the study the followingcammendations have been

identified for the purpose of increasing effectiges of VICOBA. These are as

follows:

VICOBA should come up with mechanisms to ensure lttens borrowed are
used for the right purpose: for example encourageolvers to have a
business plan, vision and mission when applyingtlf@ loans. These will

make them to use the loans proper and for thededpurpose.

VICOBA should continuously review their financiablcies and procedures.
This will enhance the evaluation of loan applicasidy ensuring that loan
applications are evaluated and ranked accordinghéosovereign by-laws
governing financial market of the country. High qaiance with financial

market by-laws of the country will lead to growthkmth members and their
VICOBA organization because the loan eligibilitycifdates loan recovery

and minimize administrative costs.

Since the study found that VICOBA are the profigallssociations to their

members and in fighting for the poverty in the doyunThe study would like
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business people, especially young entrepreneymsrid/ICOBA so that they

can easily get capital (i.e material and skillshinance their business

Government should provide conducive environment fmowth and
development of VICOBA so that the informal sectéresonomy can also
benefit from cheap and accessible micro credit lifes and other

microfinance service.

VICOBA should always try to organize business skithining since this was
established as the additional service required lbgtrmembers and at the
same time will greatly contribute to the abilitynian a profitable business and

identify opportunities.

Lastly, it was recommended that VICOBA should adogiv technology of
managing information and/or members’ details. Tais be simple attained by
introducing the use of computer applications whdduce the use of paper

work.

Area of the Further Study

The suggest more research researcher to be coddurctether areas within the

country apart from Temeke municipal to figure outnofinance services impacts in

economic empowerment in the country.
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QUESTIONNAIRE TO THE MEMBERS OF COMMUNITY BASED

FINANCIAL ORGANIZATIONS (VICOBA)

Dear Sir/Madam,

The questionnaire is aimed at examining the comtioh of VICOBA in economic
empowerment in Tanzania. In order to meet thisaibje, you have been selected as
a member of the sample to provide relevant andctisge data needed to satisfy the
quest for this knowledge. | wish to appeal to youassist by kindly sparing a few
minutes to complete this questionnaire. You makegitdisclosure your identity or
not. | also wish to assure you that your answelisbgitreated in strict confidence and

used for academic purpose only.
My dear respondent feels comfortable to answer bjing in any language either

Kiswabhili or English.

SECTION A: Respondent Profile

Data Time

Phone number:
Name of the KIKOBA:

Gender of respondent:

0N

M F

1 2
5. Age of respondent:

21-30 years 31-40 years 41-50 years 51-60 years y@&drs

1 2 3 4 5
6. Your level of education

Primary Certificate Diploma Advance | Degree Master
Diploma

1 2 3 4 5 6

7. How many times have you borrowed money from the B2



SECTION B: Impact of VICOBA

9.

10.

11.
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1(2)

2 (2)

3 (3)

4 (4)

5 and more (5)

How would you rate economic benefits have been dhtolby VICOBA in

Tanzania.

Very small

Small

Moderate

High

Very high

How would you rate level of income in your busindssfore and after

receiving loan from community based microfinancgamization (KIKOBA)?

Very law (1)

Law (2)

Moderate (3)

High (4)

Very
©)]

high

Before

After

Do you have reasons for above rate?

How would you rate level of equipments in your Imesis before and after

receiving loan from KIKOBA?

Very law (1)

Law (2)

Moderate (3)

High (4)

Very
©)]

high

Before

After

Do you have reasons for above rate?

How would you rate level of production in your ess before and after

receiving loan from KIKOBA?

Very law (1)

Law (2)

Moderate (3)

High (4)

Very high (5)

Before

After




12.

13.
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* Do you have reasons for above rate?

How would you rate level of employment in your mess before and after

receiving loan from KIKOBA?

Law (2) High (4) Very  high

Very law (1) (5)

Moderate (3)

Before

After

* Do you have reasons for above rate?

Explain in short how have you benefited from loaouyreceived from
KIKOBA?

SECTION C: Challenge of Accessing and Repayment tiie VICOBA loans

14.

15.

How do you regard the challenges of accessing eymalying VICOBAS’ loan

Very small Small Moderate High Very high

The study wants to know lending factors, loan ctiaréstics and borrower

characteristics that can easily impose obstacteadoorrower when accessing
loan from the VICOBA. Therefore, you have been gigeme of the variables
that can help the researcher to establish thelrdedise rate your opinion in the
given 5 points Likert scale the way you think tledldwing variables have

been challenging factor to the borrowers of VICOBA.
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s/n

Variable

Not a

challenge

(1)

Very Small

challenge

(2)

Small

challenge

3)

Big
challenge

(4)

Very big
challenge

()

Consideration of
Business license

Consideration of
Accountabilities

Consideration of the age of the

business to be financed

v Consideration of collaterals

% Consideration of guarantors

vi | Consideration of
nature of business to be financeg

vii | Consideration of business
proposal and plan

viii Lending policy of the organization

ix Lending procedures used

X Interest rate charged

«i | Amount of loan given

i | Repayment period established

«iii | Consideration of bower’s monthly
income

iV Consideration of bower’s age

xy | Consideration of bower’s level of
education

Vi Consideration of bower’s age

wvii | Consideration of bower’s

contribution in the organization

What other factors would you want to indicate as ttonstraints faced by

borrowers of VICOBA in accessing and repaying loan?




SECTION D: Additional Services desired by VICOBA menbers
16.
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The study wants to identify additional servicesaragrom loan, offered by

VICOBA. Now show how you would rate availability dghe following

services in VICOBA.

s/n | Services

Not at all
(€8]

Very low

(2)

Low

)

High
(4)

Very
high (5)

[ Saving

il | Business Education (i.e financial
skills, marketing skills etc)

iii | Money Transfer

iv | Insurance

Mention other additional services one can recaiICOBA scheme?

Thank for your time and responses




