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ABSTRACT TC "ABSTRACT" \f C \l "1" 
This research was aimed at assessing the role of financial institutions in poverty alleviation in Tanzania through Financial Institutions. The study focused on CRDB BANK PLC as a cases study and involved clients and members of staff of CRDB Bank as respondents of the study. The methodology used to conduct this study included the use of various data collection tools such as questionnaires and interviews. The study used primary data collection methods such as; observation, interviews and questionnaires. The study also used secondary data collection methods such as documentation to collect data.
The researcher concludes that CRDB Bank helps to alleviate poverty by offering banking services, providing business training, providing loans and other credit facilities and providing business advice and supervision. Financial services offered by CRDB include loans, holding deposits and money transfer services. In order to fulfil their role in alleviating poverty, the researcher recommends that financial  institutions such as CRDB Bank should start offering credit management training to SMEs, and the government should support financial institutions because in doing so they will be in a better position to assist more people to alleviate poverty.
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CHAPTER ONE
GENERAL INTRODUCTION TC "CHAPTER ONE" \f C \l "1" 
1.0 Introduction TC "1. 0  INTRODUCTION" \f C \l "1"  
Poverty is a serious social problem in Africa and Tanzania in particular. Just like development, poverty is complex and multidimensional in nature. As it was evidenced in the statistics on the status of poverty in Tanzania lend a hand in demonstrating the intensity of the problem. Since independence Tanzania has struggled to make poverty a history in Tanzania (Suleiman, 2002). Poverty is a result of economic, political and social processes that interact with each other and frequently reinforce each other in ways that exacerbate the deprivation in which poor people live (World Bank, 2000). Meager assets, inaccessible markets and scarce job opportunities lock people in material poverty (Zaman, 1999).
The Gross Domestic product (GDP) has been increasing by 5% since early 2000, resulting in a small increase in per capita income while inflation declined from 30% during 1990s to below 5%. The economic improvements accomplished are primarily explained by the economic reforms that were initiated in 1980s, which involved the transformation of a centralized economy (economy controlled and governed by the state) towards free market economy  mode (economy in which the production and distribution of goods and services take place  through the mechanism of free markets guided by free price system). Despite the economic and financial reforms, Tanzania’s economy still remains unsustainable, poverty is extensive and growth has been constrained by structural obstacles, governance related problems, rigidities in the financial sector and serious capacity constraints. Poor performance in income growth for countries like Tanzania is frequently attributed partly to low savings, as a result of the economic reforms which have been geared towards increase of savings and easy the mobilization of savings, this has caused the Government of Tanzania to create an effective and implementable financial system where people have access to secure financial services which facilitates economic development/transactions, stimulates savings and channels savings to productive investment activities by mobilizing resources and improving their allocation.
Tanzania has poorly developed financial sectors, which according to its financial structure are described as dualistic with a formal and informal sector. Very few people, especially those living in the urban centers, have access to the financial services offered by the formal financial sector to a small wealthier part of the population. Hence, the great majority of the population has to turn to the informal sector for saving and /or borrowing. Currently the informal sector is a vital part of Tanzania’s economy (financial development as an instrument for economic development reaches the majority of the population with a lower income, often residing in the rural areas).
An interesting alternative to formal banking that has emerged within the semi-formal sector is the saving and Credit Cooperative Societies (SACCOs) which have a wide outreach in most parts of Tanzania. They are member driven and democratically organized. SACCOs have developed and become a tool for mobilizing and increasing savings in Tanzania which can be improved to become a sustainable part of Tanzania financial development than financial institutions.
1.1 Background to the Study TC "1.1. BACKGROUND TO  THE STUDY" \f C \l "1" 
Poverty is defined as multi-dimensional with complex interactive and causal relationships between the dimensions. For purposes of the Tanzania poverty Alleviation strategy, poverty is defined as unacceptable physiological and social deprivation. This may be caused by; lack of macro-economic stability that erodes the resources of the poor through inflation and other variables, the inability of the national economy to optimize benefits within the global system, low capacities through lack of education, vocational skills, entrepreneurial abilities, poor health and poor quality of life. Low levels of consumption through lack of access to capital, social assets, land and market opportunities. The habits and conventions based upon superstition and myths giving also may give rise to anti social behavior. Also the lack of capacity of the poor to influence social processes, public policy choices and resource allocations. 
Financial institutions are important in the provision of financial and banking services to low income households. Financial Institutions performs three major functions in relations to its customers and general economic development of the country. In particular, these functions are collecting savings from its customers, giving loans to its customer’s borrowers and giving financial and non financial advice to its customers in order to facilitate their customers to utilize well the micro loans they have borrowed from those financial Institutions. In some cases, some government and private institutions may also give financial assistance to Banks like National Microfinance Bank (NMB), Tanzania Investment Bank (TIB) in order to enable them to give micro loans to more customers.   
1.1.1 Poverty in Tanzania

The United Republic of Tanzania covers a surface area of 945,203 square kilometers. It has a population of 43.7 million about 85 per cent of the country's poor people live in rural areas and rely on agriculture as their main source of income and livelihood. According to the Household Survey of 2007/08, some 20 per cent of rural people live in extreme poverty and about 39 per cent are considered poor. Within the agriculture sector, food crop producers are generally poorer than cash crop farmers, but both operate under cyclical and structural constraints, are subject to frequent natural calamities (drought and flooding), and lack market linkages, inputs, credit and irrigation water. Income inequality for rural areas has remained more or less constant and is rooted in inequitable access to productive assets, including land, financial services, livestock and education. According to a poverty profile survey of rural households, the percentage of the rural population producing food for home consumption has dropped by 10 per cent in the last decade. Few rural households have access to safe drinking water, primary education and medical treatment. There is also clear evidence that poverty increases with the distance from markets, drinking water supplies and health clinics.
One of the fundamental problems that have faced the country is the persisten reliance on the export of a few primary products with little or no value added (coffee, cashew nuts, cotton and others). This has made the economy vulnerable to price fluctuations dictated by buyers in the developed economies (Report of World Bank, 2000).  The low earnings from primary products have meant low revenue to the country. This turn has made it difficult to create meaningful wealth in the country. Tanzania’s economy, since independence, has been characterized by high rates of inflation, high interest rates, dwindling foreign reserves, excessive public debt overhang and stagnant economic growth. As a result, both growth and incomes have remained stagnant (Report of World Bank, 2000).
The stagnant growth of the economy in the 1990’s has produced less than acceptable levels of poverty reduction. Spending on social programs for poverty reduction such as health and education has low and constraining to poverty reduction. For instance, the level of spending on  education at 2.2% of GDP respectively are much lower than African averages with a disproportionate amount of the resources used for personnel emolument and administration (Central intelligence agency, The world fact book,1999 estimates ).

1.1.2 Development of Financial Institutions in Tanzania
For most of the period since the late 1960s and 1970s the Tanzanian financial sector was mainly government-owned with pervasive government interference in the financial system by Bank of Tanzania (Rweyemamu et al., 2004). Credit was directed on the basis of government priorities with little regard to credit-worthiness, and banks were convenient agents of fiscal policy. 
Two institutions, (LART. Annual Report, June 2002) the National Bank of Commerce (NBC) and the Cooperative and Rural Development Bank (CRDB) were dominant in providing rural financial services. NBC provided working capital and other short term finance to agriculture and other rural activities while CRDB provided development finance to rural development activities. These two institutions had virtual monopoly in their functional areas: Each institution was governed by its own stature and the Bank of Tanzania’s (BOT) supervisory role had been limited. Finally, the environment in which the formal financial institutions operated was also regulated by the state. 
Credit was allocated administratively by the BOT which established legal ceiling in bank lending and deposits in addition to regulating interest rules. In the prevailing environment, the financial sector’s performance was very poor and savings mobilization was neglected. Loans to cooperatives increased, and no pressure was applied on borrowers to repay their loans. The Government of Tanzania’s (GOT) policies resulted in over-staffed and inefficient banks. These loan policies led in 1988 to 70% of NBC’s loan portfolio to be in arrears and 95% of this was accounted for by parastatals and a substantial share by cooperatives. The Cooperative Rural Development Bank’s (CRDB) rural sector loan portfolio was no better, with 66% of its loan portfolio in arrears as of end 1988. With a non-performing loan portfolio and unable to attract deposits, the formal financial sector was bankrupt, and dependent on financing from the GOT. In response to the difficult financial position, LART was established in 1991 as an institution which would specialize in the recovery of non-performing assets of banks and financial institutions in Tanzania with a view to rescuing public banks and financial institutions burdened with non-performing assets (NPAs) Dublin, et al., 1983 . 
Development Policy (2002) supports the establishment of viable cooperative financial institutions. The policy aims to increase participation of marginalized groups in cooperatives and recognizes business groups and commits to assist these groups towards attainment of fully registered cooperatives. According to the policy, the government will encourage the formation of cooperative financial institutions in order to reactivate thrift and saving habits among members. In particular, the policy states that the government will encourage formation of SACCOs within the area of operation of primary societies and will provide technical assistance to the SACCOs. The policy continues to state that the government is committed to encourage and assist the establishment of cooperative banks and to assist Commercial banks  financially to ensure them  they provide loans to many people  with a strategy of alleviating poverty to most of Tanzanian. 
Banking industry in Tanzania it is growing over night whereby up to now we have almost twenty seven Banks such as CRDB Bank, National Bank of Commerce (NBC), National Microfinance Bank(NMB),Barclay bank, Twiga Bancorp, Azania Bank, KCB, International Commercial Bank, Bank of Tanzania, Tanzania Postal Bank, Commercial Bank of Africa ,DSM Community bank, Tanzania Women Bank, United Bank of Africa, Tanzania Investment bank, Diamond Trust Bank, Eco bank, Stanbic  bank, Bank of Baroda, Mkombozi Commercial Bank, Uchumi Commercial  Bank, The People's of Zanzibar bank, I&M Bank, Kilimanjaro Community Bank, Mwanga Community bank, Access bank, Akiba Commercial Bank  and Efatha bank  (Oketch et al., 2007, p.31).
1.1.3 Contextual Framework TC "1.1.1     Contextual  Framework" \f C \l "1" 
1.1.3.1 Banks Providing Finance

The principal providers of financial services to the poor and low-income households in the rural and urban areas of Tanzania consist of licensed commercial banks, regional and rural unit banks; savings and credit cooperative societies; and several NGOs whose micro-credit delivery operations are funded and supported with technical assistance by international donors(Cooper and Schindler, 2001) .Some banks within Tanzania have started providing financial services to a majority of the low-income population either directly or indirectly through linkages with NGOs or savings and credit institutions as a viable poverty reduction tool (Rutherford, 1999, Lwoga, 1999).
One bank that has taken up this initiative is CRDB Bank. The bank is specializing in

 pre-export crop financing as well as trade and financial services to small and medium enterprises and has specifically been used as an agent for managing the agricultural inputs fund. CRDB Bank has to its credit a financial tie-up with International Finance Corporation IFC, Washington) and DANIDA  in Canada which is the commercial arm of the World Bank and PROPARCO, a French Financial Agency which is dedicated to private investment  financing. The mission of IFC is to promote sustainable private sector investment in developing countries, helping to reduce poverty and improve people's lives whereas PROPARCO tries to stimulate private sector investors and markets. IFC aims to try and do this through financing private sector investments, mobilizing capital in the international financial markets, helping clients improve social and environmental sustainability, and providing technical assistance and advice to governments and businesses. Commercial Banks are like the other institutional providers of microfinance services, fairly new to microfinance compared to other countries in Asia and Latin America, and even to some other countries in Africa. The three commercial banks which have financial and products aimed at the poor and low income households are (a) National Microfinance Bank, a government-owned bank being prepared for privatization, (b) CRDB Bank, which had been restructured and re-capitalized from the former Cooperative and Rural Development Bank, and (c) Akiba Commercial Bank. The Postal Bank, a licensed state- owned non-bank financial institution, provides a variety of savings deposit services nationwide (Mugwanga 1999 and Mutesasira, 1999).
National Microfinance Bank (NMB), together with NBC (1997) Ltd were created from the restructuring of the National Bank of Commerce which held a monopoly in commercial banking until 1984. NMB has a fairly large base of savings and time deposits: about Tshs 70 billion outstanding savings deposits from 670,000 accounts as of end-1999. The microfinance loan portfolio outstanding as of end-2001 is Tshs 907.5 million. The average loan amount is comparable to the loan profile for Akiba and MEDA, while the average deposit amount is 65% of the average member deposit of urban SACCOs.
NMB sees opportunities to expand its microfinance market by providing (a) loans to micro and small enterprises for the purchase and inventory and supply of goods, (b) collection and payment services to large corporate clients to/from micro and small enterprises, and (c) add- on services such as money transfers and payroll services to both the large corporate clients and micro and small enterprises.
CRDB (1996) Ltd. is one of the oldest banking institutions in Tanzania, beginning its corporate life as Tanzania Rural Development Bank, changing into Cooperative and Rural Development Bank and then CRDB (1995) and Finally into CRDB (1996) Ltd. Despite its name, CRDB is not cooperative financial organizations are still significant shareholders. CRDB remains a privately-owned financial institution with the Danish International Development Agency (DANIDA) as one of its single largest share-holders up to the end of year 2009. CRDB has a fairly large network of branches which provides banking services types of businesses including both the rural-based and urban- based SACCOs.

1.1.4 Conceptual Framework on the Role of Financial Institutions in Poverty Reduction TC "1.1.2 Conceptual  Framework  on the Role of Financial Institutions in" \f C \l "1" 
The literature on the role of the financial sector in poverty reduction is scanty, although there have been several case studies on how financial institutions in selected countries have designed programs or introduced products to specifically target the poor in the society to enhance access to credit for productive activity and improvement in their economic well-being (Sebstad and Cohen, 2001; Chijoriga 2000). Over the past two decades new approaches known collectively as MICRO FINANCE have emerged that apply sound economic principles in the provision of financial services to low income customers. Examples abound in countries like Tanzania and Kenya, which provide financial products that match the needs of low-income clients, using innovative collective monitoring to strengthen repayment performance and charging interest rates that cover operational costs.
It is important to underline the fact that easy access to credit is more beneficial to this category of borrowers than interest rate subsidy. Targeted public sector rural credit programs, especially if they are subsidized, benefit the non-poor far more than the poor. The poor want credit that is available on acceptable terms and when they need it. However, there is a general consensus in the literature that access to credit by the poor is necessary but not sufficient to guarantee the success of micro-credit schemes.
Participation of the poor in the whole process of identifying and managing community-based projects that respond to the priority needs of the poor is considered essential. This is critical to ensuring local commitments and sustainability. In fact, participation of the poor in the whole process is an integral part of the UNDP micro-credit strategy, which recognizes the social, cultural and financial considerations that are necessary for any successful scheme Kashuliza and Kydd (1999). Recent experiments with community-based credit programs in which the poor actively participate in the making of lending decisions and, which are subject to peer accountability, have been successful in reaching the target group at reasonable cost.
Micro-credit support under the UNDP approach is anchored on a set of six key guiding principles, strategies and approaches. First, is the adoption of people and community- centred participatory development approach in which the community and group involvement and ownership is the basis for building a sustainable credit administration.
This is done through working preferably with groups that have been in existence for a period of time with an established structure of governance and a savings culture through regular contributions of members that are designed to support self- help initiatives of the group or its members; Encouraging group- led initiatives with clear and simple business plans and group lending as against lending to individuals; Ensuring high repayment performance and cost recovery by the use of peer pressure and group solidarity.
   
1.2 Statement of the Problem TC "1.2 STATEMENT OF THE PROBLEM" \f C \l "1" 
While many people agree that financial institutions can make a difference in people’s lives, researchers are in deadlock on the extent to which commercial banks contributes to poverty reduction (Sebstad and Cohen, 2001). In the past the question of the link between financial institutions and poverty has aroused much passion among providers, promoters and others involved in the field. 
Outside the industry, financial Institutions have the reputation of being a panacea that can pull people out of poverty (Sebstad and Cohen, 2001). However, the relationship between poverty reduction and financial institution is debatable. Rhyne (1998) noted that the field knows little about the poverty level of the clients in various programs. Just as the causes of poverty are complex, so is its reduction (Sebstad and Cohen, 2001; Chijoriga 2000).
Many researchers argue that the Commercial Banks can reduce poverty through increased income, standard of living, empower women, develop the business sector through growth potentials, and develop a parallel financial sector (Hulme and Mosley, 1996 & 1998; Buckley, 1997; Hashemi et al, 1996) as cited by Chijoriga (2000).
Further problem on causal relationship between financial institutions and poverty reduction rests on clientèle that Commercial Banks targets. Basically demands for financial institution services come from micro enterprises and low income households both in rural and urban areas (Robinson, 2001). These clients are very difficult to define, their activities too, are difficult to delineate well. Although the Tanzania's community reaffirmed its commitment to Financial Institutions that can assist to change their lives from poverty lines, there is little conviction in the approach and initiatives taken by Financial Institutions to alleviate poverty among Tanzanians. In particular financial Institutions appears likely to falls short of commitments on providing loans and financial advice to benefit poorer Tanzanians. Based on this fact the researcher intends to investigate and get answers to the role of financial institutions in poverty alleviation in Tanzania.

1.2.1 Other Writers Contributions

According to Roamer and Gadgetry (1997), poverty is recognized as multidimensional with complex interactive and causal relationships between the dimensions. A new Multidimensional Poverty Index, launched by the UN Development Programme in 2010, is the most recent attempt to supplement our understanding of poverty. 

1.3 Objective of the Study TC "1.3 OBJECTIVE OF THE STUDY" \f C \l "1" 
1.3.1 General Objective TC "1.3.1 General objective" \f C \l "1" 
The main objective was to find out to what extent financial institutions assist to alleviate poverty among Tanzanians.
1.3.2 Specific Objectives TC "1.3.2 Specific objectives" \f C \l "1" 
a) To identify type of services offered by CRDB Bank with regard to poverty alleviation.

b) To establish the impact of services offered by CRDB Bank on poverty alleviation.
c) To identify challenges faced by CRDB Bank in poverty alleviation.
1.4 Research Questions TC "1.4 RESEARCH QUESTIONS" \f C \l "1"   
The study was guided by the following research questions; 

a) What types of financial services are offered by CRDB Bank with regard to poverty alleviation?

b) What is the impact of services offered by CRDB Bank on poverty alleviation?

c) What are the challenges faced by CRDB Bank in poverty alleviation?
1.5 Significance to the Study TC "1.5 SIGNIFICANCE  TO THE STUDY" \f C \l "1" 
This study has the following theoretical and practical significance as follows:
a) To provide an insight for financial institutions on complexities of extending financial services to the low income households.

b) To shed light to the bank on opportunities, strengths and weaknesses of the product line it is offering to the low income individuals and households.
c) To shed light to the government, policy makers and NGOs on strengths and weaknesses of financial institutions as a agents of poverty reduction. 

d) To recommend policy measures related to financial institution best practices on credit delivery to low income households.
e) To add to academic literature and serve as secondary data for those who wish to make further studies on financial institution issues.
1.6 Limitations to the Study TC "1.6 LIMITATIONS  TO THE STUDY" \f C \l "1" 
The study covered CRDB BABK PLC in five branches located in Dar es Salaam Region only i.e.  UDSM, AZIKIWE, LUMUMBA, HOLLAND, AND TOWER. In the eyes of the researcher, the region will represents fair sample of the operations of CRDB BANK PLC in the country. The research could cover as many branches as possible but due to number of limitations, this was not be possible. 
Among others, researcher chose Dar es Salaam Region because of proximity not only to the OPEN  University of Tanzania but also to the working and residential places. The researcher sponsored himself throughout the Master in Business Administration course and thus he was not able to undertake such study outside Dar es Salaam region. Researcher also considered time constraint within the overall framework of doing this study. 

CHAPTER TWO TC "CHAPTER TWO" \f C \l "1" 
LITERATURE REVIEW TC "2.0   LITERATURE REVIEW" \f C \l "1" 
2.1 Introduction TC "2.1 INTRODUCTION" \f C \l "1" 
Since knowledge does not exist in vacuum (Jankowicz, 2000) as cited by Saunders et al (2005), therefore in preparation of this study, preliminary review of literature encompassed, recent studies on the role of financial institutions in poverty alleviation. The following sections discussed some researches that have so far been conducted on how financial services have contributed to poverty reduction. Literature reviews consist details of published and unpublished documents such as journals, papers, books and other accredited researchers on the same topic under considerations. This chapter reviewed some of theoretical and empirical literature. On this Literature reviews consists documents of Poverty, Savings, Credit Cooperatives Societies (SACCOs) and Financial Institutions from Tanzania and other parts of the world where Financial Institutions are highly recognized.  Financial Institutions highlights if the stockholders are serious and good committed to the development of the economy, provides the effective transmission and prosperity utilization of the resources available within the disadvantages areas hence eliminating the rural to urban migration and poverty base.
A vibrant, efficient and effective financial institution generates many resultant benefits for stakeholders, employees. Customers, employers as well the entire economy’s benefits. 
Members and employees require new skills and knowledge to improve their performance on the job and to compete with their counterparts.
Customers on their part tend to enjoy personalized services and attention because of the keen competition, focus and innovation which characterize the operation of financial institutions. Employers or members on the other hand are either motivated or compelled by competition to learn and broaden their knowledge and skills in order to meet up with the challenges of maintaining   good relationship with their financial (banks and other financial institutions) regulators and  even their competitors.
In order to highlight the significance of  financial institutions  in relation to the growth and development of  a given economy,  financial institutions  have been referred to as the “engine of  the economy growth” this is due to the fact that almost all countries that have focused on the  financial institutions  have ended up succeeding in the significant reduction of poverty and its attendant enhancement in the quality and standard of living, reduction in crime rate, increase in per capital income as well as rapid growth in Gross domestic product (GDP).
Financial institutions have no doubt been indeed recognized as the main engine of economic growth and development, a major variable for promoting private sector, development and partnership. Many governments’ developments agencies such as Canadian International development Agency of Canada and Experts (CIDA) do appreciate this fact. Those financial institutions do not only contribute significantly to improved standard of living but they also bring about substantial local capital formation and achieve high levels of productivity and capability.
However, a critical gap found in most literature has been noted that most literature explanations on the roles of  financial institutions  on poverty reduction and income inequality reduction in the society do not critically examine how other factors are directly and indirectly assist  financial institutions  mission of reducing poverty and income inequality. These are like general infrastructure conditions countrywide, the level of consuming locally manufactured goods domestically, taxation policy in the country and the role of other specialized expects such as financial analyst, micro enterprises specialists, economists, marketing analysts etc to offer specialized consultancy services to financial institutions  members in order to make their micro and macro investment more successful.

2.1.1 Definitions of Key Concepts
Microfinance: - Is the provision of a broad range of financial services such as deposits, loans, and payment services, Money transfer and insurance to poor an low-income households and, their micro enterprises.
Commercial Banks: Are financial intermediaries which collects credit from lenders the form of deposits and lends in the form of loans. A commercial holds deposits for individuals and businesses in the form of checking and savings accounts and certificates of deposit of varying maturities while a commercial bank issues loans in the form of personal and business loans as well as mortgages.
Semiformal sector: - are those sectors which are registered, but are not subjected to specific banking   regulations and central banking supervision.         
MFIs: -          Micro finance institutions.
Decentralized financial system: - This is a system of institutions and network that were developed as an alternative to commercial banks and the informal structure for offering financial services close to the people.
Financial Institution: - a business entity formed to maintain checking and saving accounts, issue loans, and provide credit business.
Formal banks: - are those banking institutions offering financial services that fall under the supervisory and regulatory jurisdiction of the bank of Tanzania.
An Entrepreneur: - Is someone who undertakes the risk of new enterprise and person who seeks the best opportunities for using resources for their higher commercial yields (provide added value to the society.)
Micro enterprises: - These are small enterprises that provide financial services in rural and urban areas enabling those people having low income to participate in the development process and enhance their quality of life through promoting employment and income generating opportunities.
NGOs: -     These are the non-governmental organizations, which act as microfinance institutions and provide financial services to the poor and low-income households in Tanzania. They are registered legal entities, as companies, limited by guarantee (i.e. non-stock companies) under the provisions of the companies act.
Tangible assets: - Are these assets used in business operations having physical substance and are non-current such as; buildings, plant furniture’s etc.
Intangible assets: - Are those assets used in the business operations having no                    physical substance and are non-current such as; trademarks, patents, Goodwill, franchise.
Third world countries: - Are those countries characterized by low level of income, high level of unemployment and under employment, dependence on agricultural production and primary product exports, high rates of population growth and dependency on subsistence economy and vulnerability in international relations.
Financial Market:  A financial market is a mechanism that allows people to buy and sell (trade) financial (such as stocks and bonds), commodities (such as   precious metals or agricultural goods), and other  items of value   at low transaction costs and at prices that reflect the efficiency - market hypothesis. 

IMF:                 International   Monetary   Fund.
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According to the analysis at the household Budget Poverty Survey [HBS] 2009-2010 and Integrated Force Survey [IFS] Tanzania still has the lager proportion of people living beyond poverty line. The proportion of people who cannot meet their basic food is 48 percent of the population. Moreover, the proportion of people with income cannot exceed 36 percent. When this institution is compared to that of 1991-1992 HBS when earlier exercises was undertaking, there has been light progress manifest itself in the urban areas particularly in Dar as salaam city. The situation in rural areas has remained almost the same remarks by member of Executive Board of BET. If it is to be expected those exchange rate flexibility the long term outcome of the growth process currently undergone by Asian countries as it was with Europe, then financial system need to prepared a change in the management of the exchange rate regime requires careful consideration of the structure conditions in the domestics economy.
Improvements in the strength of domestics’ financial institution and liquidity and diversity of financial markets need to be made first. Once this is archived, full liberalized financial system can foster sustainable growth of economy as it full potential roundtable. The financial industry rule in financing  American dream has made it fundamental to economic growth , contributing to job creation and the gross security firms and increasingly , insurance agencies and under writes. 
In September 2008, the World Bank released an update of its global and regional poverty estimates. This was followed by the release of country-specific poverty estimates on 14 October 2008. The new figures show that there are more poor people than previously estimated. Based on information for 25 developing member countries (DMCs) of the United Bank of Africa (UBA) comprising 95.3% of the population of all DMCs2 the new data suggest that in 2005,about 903 million people (27% of the population of the 25 countries) lived in extreme poverty, one third more than the previously estimated 664 million (20%). In addition, about 900 million people in the region are moderately poor, indicating that more than half of the region’s population (i.e., 1.8 billion people, 54%) is extremely poor or vulnerable to poverty. The increase in the poverty numbers is not due to the use of higher poverty lines. It is because the cost-of- living in developing countries turns out to be higher than estimates suggested. 
This is a key result of the 2005 International Comparison Program (ICP) study in which the UBA played a major role. The new data on poverty imply that it is premature to expect the region to be free of poverty soon. The poverty update has stimulated vigorous discussions in many countries. Interestingly, many governments seem to accept the message behind the new data, namely, that the region has to do much more to address poverty and vulnerability. What does this all mean for UBA’s   new Strategy 2025 and its inclusive growth pillar. The wealth of our new millennium has tended to increase inequality rather than reduce poverty. UNDP has reported that, in 2005, the richest 500 people in the world earned more than the poorest 416million. The trend of migration from poor farming regions has raised the incidence of urban poverty, especially in the slum zones of the world’s major cities. Nevertheless, poverty remains inextricably linked with the disappointing progress in agriculture in developing countries. Rural poverty rates are more than double those in cities, often embracing a substantial proportion of the rural population. The most persistent poverty is found amongst ethnic minorities experiencing discrimination, tribal and indigenous people, and nomadic pastoralists on marginal land. 
World Bank’s Global Economic Prospects 2010 estimated that the poverty count for 2010 would be 64 million higher than if there had been no financial crisis. Poor households spending a large proportion of their incomes on food and fuel are invariably the most severely affected. Meanwhile, the richer countries have indulged in an orgy of spending on bank rescues and economic “recovery”. By contrast, the World Bank has observed that 43 of the 48 poorest countries lacked the financial status necessary to raise funds to execute a fiscal stimulus. 
The G20 crisis meeting in April 2009 made a gesture to global poverty by increasing the financial resources of the IMF. Annual concessional lending to low income countries was scheduled to rise to $4 billion in 2010, about the same amount as US subsidies for scrapping old cars. Poor countries typically determine their national poverty line as the value of a basket of basic food and essential non-food items. Some governments work with separate urban and rural poverty lines, recognizing that costs are higher in cities. 

Most developing countries adopt a hard line interpretation of “essential”, restricting non-food items to a minimum. Some even insist on the most stringent measure, the food poverty line, which reduces the basket to food items only. 
Household surveys analyze consumption as well as income, recognizing that goods may be exchanged by barter and that many families grow their own food. Statistics highlighted the incidence of households whose income is just above or below the poverty line. A high incidence forewarns that a small change in economic fortune or in redistribution can make a large impact on poverty figures. Collating data by household rather than individual means that inequality within the household will not be reflected in the statistics. Another criticism of income-based poverty assessment is its exclusion of important criteria such as access to education, health, water and housing.

2.2.1 Financial Institutions and Poverty reduction
2.2.1.1Macroeconomic Evidence

Financial institutions contribute to growth by reducing information asymmetries that would otherwise hinder the efficient intermediation of resources among savers and investors. There is substantial evidence that financial development has a causal impact on growth. A prominent explanation is Schumpeter's view that finance fuels "creative destruction" by allocating resources to newcomers that promote innovation and possibly topple incumbents. Along these lines, access to finance for new entrepreneurs is an important ingredient in the finance-growth nexus. More recently, the focus has shifted to links between finance and income inequality. (Beck and others 2008) found a link between financial development, reduced income inequality, and poverty alleviation: the aggregate usage of financial services, that is, deeper financial systems, appears to reduce Gini coefficients, a measurement of inequality.
There is also evidence at the macroeconomic level that broader financial systems enhance economic growth. Giné and Townsend (2004) show that, based on a general equilibrium model of the economy, the expansion of access to the financial sector has significantly raised Thailand's growth rate. Conversely, Banerjee and others (2009) emphasize the efficiency and productivity losses associated with preferential access to finance by the better off, and suggest a potential first-order effect of access on investment and growth. Finally, Pande and Burgess (2005) find a strong positive effect on rural poverty, using a "natural experiment" of new branching regulations in India that incentivized banks to expand into underserved areas. However, the high cost of this expansion policy outweighed the aggregate benefits. This result suggests large potential benefits from technology-enabled, lower-cost branch expansion.
2.2.1.2 Microeconomic Evidence
Until very recently, the support for financial inclusion from a microeconomic level has been solely based on plausibility (Rubamber, 2002). , anecdotal evidence, and data that were not subject to statistical tests, such as claims that 65 percent of Grameen Bank  2006 clients cross the poverty line. Establishing a causal link from the use of financial services to improvements in the lives of the poor is methodologically challenging and very expensive. It requires eliminating influences of self-selection and survivor biases in the sample, as well as numerous unobservable effects that may confound the analysis. The method of choice is field experiments that establish this link through the creation of a counterfactual by randomly dividing a subset of the population into treatment and control groups. Statistical analysis is then used to identify the differential effects of the intervention, such as exposure to a certain type of financial service. These randomized controlled trials (RCT) are critical to underpin the claim that financial inclusion positively affects the poor. RCTs are not without shortcomings, however: while methodological rigor produces results with high levels of internal validity, it is much more difficult to generalize beyond the specific context of the experiment, that is, external validity is substantially weaker. For better understanding of the rule of the commercial banks in poverty eradication we need to define poverty. Deepak (1985) defined that poverty is multinational with complex interactive and causal relationship between the dimensions. Wright (2000) defined poverty as dynamic today’s poor are tomorrow’s not so poor and last week’s rich can become next week’s poor with alarming rapidly. Microfinance which offers variety of service ranging from saving, credits, payments transfers, leasing, Agriculture is defined “as the provisional of financial services to the low income house hold, small holder farmer and small macro enterprises” (National Microfinance Policy, May 2000) Like other financial service Microfinance is the facilitator not a creator of opportunities that lead to wide spread economic prosperity. Hence the development of Microfinance is the tandem with the development of other sectors in the economy. Some bank and Non Bank Financial Institution have embarked on extending their financial services to the low income earners although their doing so very reservedly on the pretext that provision of these services to the poor is too risky and too costly to undertake. The Financial Non Governmental Organisation funded by donor community has been very instrumental in availing financial services to the poor (Rubamber, 2002).

2.2.1.3 The Role of   Financial   Institutions in the Economy
 Identifying gaps in the poverty reduction strategic programmes where financial institutions play as a major meaningful and beneficial to the stakeholders. Financial institutions help in the capacity building among them in advocacy participation, training, improving literacy, and information sharing. Financial institutions help learning from best practices and up-scaling. For the customers of Banks are responsible in making investments attracted. Making or help in critical analysis of problems and identify the stockholders to involve and helps in strengthening policy advocacy role.

2.2.1.4 Significance of the financial institutions in Tanzania’s Economy

The financial institutions operating in Tanzania are shielded or immune from the typical problems and constraints of   financial institutions in other developed countries. Some countries and other International financial agencies assist financial institutions because of the crucial inheriting role they play in the economic growth and development. The assistance is usually in the form of facilities and supportive services commercial finance venture capital, information training and retraining Research and Development (R&D) support infrastructure etc and not in the form of protection and subsides. In recognition of the crucial roles played by financial institutions in Tanzania with respect to economic growth and development, the country of Tanzania formulated various initiatives aimed at promoting the financial sector, the President of the United Republic of Tanzania Honorable Jakaya Mrisho Kikwete offered 21 billion Tshs for each Region since January 2007. Also the Government forecasted on enhancing the financial opportunities for the giving support to some of commercial banks such as National Microfinance Banks and CRDB Bank and other community Banks such as Mwanga Community Bank and Mafinga Community Bank which have been directed to provide loans, to SACCOs by being given the credit guarantee scheme of 12.1 billion Tshs. It is expected that the credit Guarantee scheme would enhance and facilitate easy access to credits by the SACCOs and most of Tanzanian. 

2.2.1.5 Problems of financial sector in Tanzania

The fact that financial institutions have not made enough the desired impact on the Tanzanian economy in spite of all the efforts and support of succeeding administrations and government’s gives a cause for concern; the following are some pointed out problems. Lack of suitable training and leadership development in spite of the fact that training institutions abound in Tanzania, they rarely address the relevant needs of the banks especially in the areas of accounting, Marketing, Administration, Human Resources. Essentially financial institutions are left most often on their own except for   some Universities which are teaching subject from the previous years. Lack of appropriate and adequate Managerial skills/knowledge with the attendant lack of strategic plan, business plan, succession plan, adequate organizational set up, transparent operational system etc. On the part of many founders and managers of Banks in Tanzania use the obsolete and in efficient equipment as a result of lower level productivity delivery and substandard product quality.
 Lack of initiative and administrative framework or linkage to support and sustain Banks development which to a large extent is also a reflection of poor technological capacity or intellectual resource. Wide spread corruption, nepotism and harassment of stakeholders by some officers. Lack of scientific and technological knowledge and know how i.e. the prevalence of poor intellectual capital resources which manifest as lack of technical skills in the form of technological and strategic capability.

Lack of easy access to funding/credits, which can be traceable to the reluctance of World Banks to extend credit to them owing among others to poor and in adequate documentation of business proposals. Lack of appropriate and adequate collateral, high cost of administration and management of small loans as well as high interest rates from International funders. Bureaucratic bottlenecks and inefficiency in the administration of incentives and support facilities provided by the Government.

Discrimination from BOT which are averse to the risk of lending to small banks especially startups. Lack of access to appropriate technology as well as near absence of research and Development. In adequate, inefficient and at times non-functional infrastructural facilities, which tend to escalate costs of operation as financial institutions are forced to resort to private provisioning of utilities such as road, water, telephone, electricity, communication and transport.
Weakness in organization, marketing, information usage, processing and retrieval the information, personnel management accounting records etc. arising from the dearth of such skills in most  financial  institutions  due to inadequate educational and technical background on the part of  banks  promoters and their staff. Absence of long-term finance to fund capital assets and equipment under project finance for small financial institutions. The inability to penetrate and compete favorably in markets either because of poor quality of products, ignorance of markets strategies and networks or lack of appropriate mechanism and technology.

Weak cooperatives which cannot meet the cost of hiring high caliber staff and also of training the members, elected leaders and employees. Government department responsible for promoting   financial   intermediary is weak and does not have the capacity to cope with the demand for support and supervisory services. Financial institutions   have been misused by politicians who are decision makers while most of them are not conversant with financial institutions motives.

2.2.1.6 Household Resource

These are set of human, physical and financial resources over which household have control. They include labor power and skill of the household members; tangible assets such as land, equipment, machinery, inventory, cash and other liquid savings. The ownership of these resources can be jointly or separately owned by individual household members.

2.2.1.7 Household Activities

They are divided into consumption, production and investment activities which household members participate. The common element connecting these diverse activities is that they draw on the resource base of the household (Chen and Dunn, 2006). Consumption activities satisfy the material wants and needs of the household through provision of food, clothing, health care, ceremonies and amusement (Chen and Dunn, 2006; Snodgrass and Sebstad, 2008). Although such activities draw down the household’s resource base, they maintain the health and quality of the household’s human resources (Ledgerwood, 2000; Chen and Dunn, 2006).
Production activities can be classified into income generating activities, household maintenance activities, and wage and outside work. Income generating activities consist of all productive activities that generate goods and services for sale, including micro enterprises and agricultural production. Household maintenance activities which include food preparation, child care, clothes washing are distinguished from income generating activities because they provide goods or service strictly for household consumption. Wage and outside work is the selling of household labor in exchange for cash.
Investment activities are the activities that use current household resources in order to enhance the household resource base in future periods and create the potential for the future increases in income. The products of investments are assets. They include real assets such as land and housing; store of wealth such as livestock or jewels, financial assets such as cash savings; productive assets such as machinery, equipment or improvement in human capital through education and training.
Tanzania has for many years being concerned with rural poverty. Nationally representative survey and assessment of poverty in Tanzania was conducted in 1991- 

1994, A national profile prepared after this assessment revealed that poverty is still concentrated in rural arrears with 59% shown to be poor and only 39% of those living in urban were poor excluding Dar es Salaam city which had only 9% being poor.
Poverty is recognized as multi-dimensional with complex interactive and causal relationships between the dimensions. For purposes of the Tanzania poverty Alleviation strategy, poverty is defined as unacceptable physiological and social deprivation. This may be caused or exacter bated by: Lack of macro-economic stability that erodes the resources of the poor through inflation and other variables. The inability of the national economy to optimize benefits within the global system Low capacities through lack of education, vocational skills, entrepreneurial abilities, poor health and poor quality of life. Low levels of consumption through lack of access to capital, social assets, and land and market opportunities. Habits and conventions based upon superstition and myths giving rise to anti social behavior. The lack of capacity of the poor to influence social processes, public policy choices and resource allocations. The disadvantaged position of women in society.  Other factors leading to vulnerability and exclusion.
The approach to reducing poverty has been evolved over time in response to the deep understanding of the complexity of development. In 1970s the poverty reduction had its emphasis on building physical capital, though the need for health care and education was also started to gain grounds as poverty reduction strategy (World Bank, 2010).
Generic poverty reduction initiatives, according to the World Bank Report 2010, started to appear in 1990s when governments were urged to put emphasis on:

Promoting opportunity: governments were to put in place mechanism to support the buildup of human, land and infrastructure assets that poor people may own or have access to. Material opportunities includes jobs, credit, roads, electricity, markets for their produce, schools, water, sanitation and health services that underpin the health and skills essential for work.
Facilitating empowerment: Active participation by poor and governance to make public administration, legal institutions and public service delivery more efficient and accountable to citizen.
Enhancing security: reducing vulnerability to economic shocks, natural disasters, ill health, disability and personal violence is an intrinsic part of enhancing well being and encourages investment in human capital and in the higher risk – return activities.

Towards attaining the poverty reduction strategies (McGee, 1999), United Nations in 1990s came up with international development goals known as Millennium Development Goals 2015 (MDGs), in which governments were argue to reduce  poverty by Year 2015 (IMF, OECD and UN, 2000) .Millennium Development Goals advocate, among others, the importance of income poverty reduction. This requires concerted efforts to enable micro enterprises have access to financial services. Despite the wide recognition of the dynamic role of credit, few micro enterprises or rural households in Tanzania or other developing countries have access to and have benefited from the available financial services (Chijoriga 2000). 

The gap in provision of financial services to the poor households and micro-enterprises led to the growth of concept of microfinance in 1980s. NGOs and other non-bank financial institutions led the way in developing appropriate credit methodologies for low income and poor households in rural and urban areas.
One of the fundamental problems facing Tanzania is persistence reliance on the export of the few primary products with little or no value added (coffee, sisal, and gold) this has made the economic vulnerable to price fluctuation dictated by buyer in the developed countries. The low earning from primary products have meant low revenue to the country .This turn has made it difficult to create meaningful wealth in the country. 
Financial Institutions have an important role to play agricultural community to serve as saving agency and to provide credit. Dynamic and modern agriculture requires the adoption of modern production technologies and marketing. Inputs are needed to improve productivity. High yield crop varieties and the use of inputs such as fertilizers, pesticides etc. requires financial resources which are not within the reach of most farmers.
2.2.1.8 View of Commercial Banks on Micro enterprises

Though commercial banks are traditionally looked upon as powerful catalysts of economic development through resource mobilization and provision of credit to profitable ventures (Chijoriga, 2000) they do not normally finance small businesses (Kuzilwa and Mushi, 1997). Their stringent lending policies, collateral requirements, cumbersome procedures and the perception of small businesses and rural poor as risky often lead to the financial exclusion (Littefield and Rosenberg, 2004; Chandika, 2005; Robinson, 2001; Rutashobya, 1991). 
Mostly, banks regard low income households as too poor to save, and difficult to identify them, do not have business plans, do not keep written accounts and usually borrow small and uneconomical sum (Rutherfold, 2009). About 90% of the people in developing countries including Tanzania, lack access to financial services from formal financial institutions (Robinson 2001). The joint studies by Government of Tanzania and ILO (2007) found that among the micro enterprise owners interviewed 41%, cited lack of credit as the first constraint and 21% ranked the problem as their second major constraint in development of micro enterprises. 
Another study by IFC (1994) as cited by Chijoriga (2000) found that between 60-69% of the population in developing countries lack access to formal financial institutions. Rhyne and Otero (2004) have found that about 20% of the population in developing countries have access to formal financial services while the rest of majority obtain their financial services through informal means such as borrowing from friends, relatives, pawn brokers and moneylenders sometimes at very high interest rate of up to 130% (Rutashobya, 1991; Ndanshau, 1996; Chijoriga, 2000; Ledgerwood, 2000). 
2.2.1.9 Poverty Alleviation Strategies
Since independence in 1961 the government of Tanzania has had poverty eradication strategy. In addressing the key challenges of strategizing to reduce pervasive poverty Tanzania prepared and adopted development vision 2025 in 1990 and the National Poverty Eradication Strategy (NPES) in 1997 which spell out a vision for the society with subject poverty and improved condition. The NPES aimed at providing guidance to all stakeholders in identifying, formulating, implementing and evaluating their poverty. Other strategies being abolition of Primary school fees, and employment creation.

2.2.1.10 Financial Market Failure

While majority of population in developing countries have no access to commercial banks and other formal financial institution services (Chijoriga, 2000; Rhyne and Otero, 2006), banks in most developing countries have problems with excess liquidity (Wangwe 1999, Srivastava 1996). Microfinance activities and institutions have emerged over the past three decades to address this market failure and provide financial services to low income families and clients (Littlefield and Rosenberg, 2004). 
Microfinance is an attractive development strategy for a wide spectrum of actors, combining values of market driven service provision, entrepreneurship, self help, and aid to the poor (Robinson, 2001; Churchill, 1999). It refers to the small scale financial services primarily credit and savings provided to the people who farm, fish or herd; who operate small enterprises or micro enterprises where goods are produced, recycled, repaired or sold. It also refers to those who provide services, who work for wages or commission: who gains income from renting out small amounts of land, vehicles, machinery and tools to other individuals at local levels both in rural and urban (Robin, 2001). These generic activities that households and small enterprises engage on provide unique challenges to financial institutions that engage in microfinance activities.
Demand for microfinance services comes from households and small enterprises operating in the unregulated, informal sector of the economy. Yet, there is no clear cut division between a ‘formal and informal sector,’ ‘households and micro enterprises’ the complexity which could be better described as ‘continuum with sliding transitions’ (Weiss, 1988; Chen and Dunn, 1996). Microfinance services therefore can help low income households to reduce risk, improve management, raise productivity, obtain high return on investments, increase their incomes, and improve the quality of their lives and those of their dependents. Financial services are rarely accessible through the formal financial institutions such as banks; instead NGOs play a greater role in this matter. Formal financial institutions e.g. banks, are not sources of credit for micro enterprises. A recent study showed that 65% of micro enterprises financing come from personal saving or loans from friends and family members (Chijoriga 2000). Poverty agenda that surface international forum has put emphasis on the need for reducing poverty and microfinance has taken as a tool to achieve the poverty reduction goals. In addressing poverty agenda and financial gap in Tanzania, government saw the need to have mechanism through which micro enterprises and households with bankable activities would have access to financial services. 
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2.3.1 Empirical literature from Tanzania

The study carried out by Agrisystems (2003) finds that the rural financial services program (RFSP) established in 1999 in Tanzania, has targeted rural poor house holders in Tanzania which are farm house holders non-farm house holds, community based organizations (CBO), Rotating Savings and Credit Associations (ROSCAs) and Solidarity groups. Regarding the impact of gender on enterprise development and capital availability, several thread emerge such as; Kasuga (1998) found that although women own a large proportion of  businesses, these were the least. Kashuliza and Kydd (1996) suggest that economically viable. The cultural climate in rural Tanzania placed women at a disadvantage in the provision of financial services, one regarding  credit-accessibility. Can see an alternating asymmetry of dependence versus independence emerging. Thus, access to a commercial development might give one access ton certain financial services, which in turn may provide for the increased development of the enterprise etc. Mkwizu (1992) points out that Tanzanian woman have a trait of saving more than men. She suggests that as this is the case, greater levels of savings could accrue if more income were available to women. Other important source of financing for crisis risks in some areas is commercial money lenders. They normally extend short-term loans ranging from 5% to 30% a month. The loans are usually used for paying school fees, medical expenses and hiring labor for harvesting. Most reports (Rutherford, 1999, Lwoga, 1999, Mugwanga 1999 and Mutesasira, 1999a) suggest that there are very few moneylenders in Tanzania. However, Bagachwa (1995) suggests otherwise noting that, ‘The relatively low profile allegedly assumed by moneylenders in channeling credit could be a camouflage, reflecting in part the traditional view that commercial lending is exploitative. Given the rather hostile environment most moneylenders do not admit to engaging in this practice. Therefore, their number and their roles tend to be underestimated”.
In spite of its limitations and sometimes significant disadvantages, the formal sector plays a significant role in financing crisis risk situations. The vibrancy of the formal sector reflects its responsiveness to client’s management requirements. These include easily understood procedures, flexible lending arrangements, the minimal restrictions on how loans are used, credit at short notice, limited or no paper work, proximity to borrower and local adaptability. Finally, formal financial institutions face relatively minimum transactions costs. Due to strong local knowledge and social pressure, there are extremely low costs for assessing the borrower’s creditworthiness and collecting loans, (Bagachwa 1996, Rutherford 1999, Mutesasira 1999a). East African banks and MFIs need go beyond the limited group-based micro-enterprise credit.  They need to develop and pilot test new products and strengthen their product development capacity to produce micro financial services that meet clients needs and from which the MFIs can levy charges that permit sustainability and profitability. In addition this will enable MFIs to increase the breadth and of their outreach. .Those that does will be taking a risk: those that do not will be history (Hulme. D, 1999; Maximbali. F, 1999; Kagashaki. J, 1999; Mugwanga,  A.H.A, 1999).

2.3.2 Empirical studies from outside Tanzania

In its study, Development International Desjardins (2005) finds that the motives behind the formation of financial institutions depended on the premises and an approach to banking challenges. These involved the involvement of the respective Africa countries to spear head the formation of savings and credit  banks  and the involvement of non-Africa promoters who provided either financial or consultative services to the formation of  financial  lenders  in  various Africa.
The study further finds that the autonomous  financial intermediary  based on savings mobilization prior to granting loans are of recently, being established in Burkina Faso, Cameroon, Zaire (Democratic Republic of Congo), Rwanda, Benin and Ivory Coast in 1970, in Tanzania in 1938 (in Moshi (Town).
The major comparative advantages of financial institutions lie in their ability to service large number of depositors, and use these savings to provide a diversified range of loans to individual members. Other key strengths are their ability to sustainable achieve a large breadth of outreach, and also considerable depth as suggested by median savings deposit and loan size  and its distribution in several countries such as Bolivia, Ecuador, Philippines, and Sri Lanka (Branch and Evans), 1999; Evans, 2001).
Government institutions have often misused the financial movement for political purposes. In fact, government interference is a major cause of financial institutions failure- especially in developing countries. Banking performance in rural areas is mixed (Braver man and Guasch, 1989; Huppi and Feder, 1990), and a change in the regulatory and supervisory framework as well as technical assistance is often called for to improve performance. Krahnen and Schmidt (1994) assert that the ownership and governance structure of credit sectors tends to favor depositors over the interests of owners and borrowers, leading to a safety-oriented policy that sacrifices profitability and efficiency. However, under the risky conditions of rural areas in developing countries, this conservative policy can indeed be risk efficient in the eyes of risk-averse depositors and low-income owners. Krahnen and Schmidt (1994) conclude that this conservatism is one of the reasons why financial sectors are so widespread and have persisted for so long. After all, it is the majority of savers that are the backbone of financial institutions.
From a financial systems perspective, the long- term sustainability and outreach of village banks hinges upon their ability to integrate into the formal financial system. They need to establish linkages with banks or credit unions for refinancing and for earning return on otherwise seasonally idle funds as this seems to be their long-run competitive advantage compared to informal institutions. Federations of village banks may also serve these intermediation functions across villages and rural areas. If they choose this way to achieve market integration, they will come close to cooperative models. (Chao-Beroff1999) describes the successful example of the formation of self-reliant village banks that established a refinancing linkage with the National Agricultural Bank in Mali.
The MFIs are widely considered as successful in reaching poor women so that the amount of subsidy that they have required or currently require appears well spent from a social investor’s point of view (Murdoch, 1999; Zeller et al., 2001). As they charge interest rates above the “market” rates of banks, and as they reach highly unattractive segments in the eyes of for profit- financial providers, the potential detrimental effects on competition in the financial system may have been low in the past. Linkage type is an alternative retail group-based model builds on pre-existing informal self-help groups, such as ROSCAs. Its major advantage is that group formation costs were already born by the members. Like other member-based institutions, the “linkage model” Kropp et al., 1989; Seibel, 1985; Seibel et al., 1994) seeks to combine the strengths of existing informal systems (client proximity, flexibility, social capital, reaching poorer clients) with the strengths of the formal system (e.g. risk pooling, term transformation, provision of long-term investment loans, financial intermediation across regions and sectors).
Linkage banking has been promoted by GTZ in Indonesia and other Asian and African Countries, and by NABARD in India (Meyer and Nagarajan, 2000). Although “linkage banking” certainly has some comparative advantages for rural intermediation, especially for poorer clientele, little empirical evidence exists so far on its performance.
Micro banks differ from commercial banks in two aspects. First, they acknowledge and wish, to serve the demand for financial services for micro and small-scale entrepreneurs, but often avoid mentioning the word poor or poverty in their mission statement, Second; they use collateral substitutes and other innovations, just like other MFIs. Micro banks include the state-owned community-level banks of BRI in Indonesia, Bancosol in Bolivia (transformed from an NGO), Calpia’ in El Salvador, the present-day Sparkassen in Germany, or micro banks  “built from the scratch” with technical assistance from consulting companies.
Micro-banks depend on the social commitment of its owners to make compromises between making more profit and staying at the lower end of the market. Profits can be increased by moving up market, but this does not necessarily require a reduction in services to poorer clientele as serving a range of clients is often a safer and better long-term strategy. Due to their heterogeneous origins, the ownership structure differs widely in practice. Calpia’ for example grew out of a credit program with a strong sustainability focus (Navajas and Gonzalez-Vega, 1999), and is owned by non-profit NGOs.
Development banks focus on medium- and long term financing of larger rural and agricultural projects (with a high content of public goods, or high impact on economic growth that the private sector for one or the other reason fails to finance). Some of them focus on particular economic sectors. Due to their development objectives, they can and do support microfinance networks and apex institutions, and provide refinancing to member based financial institutions, such as rural village banks (case of BNDA in Mali described in Fruman, 1998 and Chao-Beroff).
A study of rural state-owned banks in Nepal, Sri Lanka and India analyzes recent reform efforts that seek to apply and adapt some of the lessons learnt in Thailand and Indonesia (Stein wand, 2003). Profit and success in business is not necessarily incompatible with public ownership if management is given the right incentives.
A recent study (Klein et al., 1999) reviews best practices as far as agricultural lending is concerned. Most current best practices in microfinance are relevant and applicable in rural   areas. However, repayment schedules, timing of loans and other credit contract features need to be adapted to rural and farm households. But this is nothing new: Current microfinance works to design specific products for certain target clientele groups.
The old and exclusive emphasis on farm budgets as a way of assessing creditworthiness is completely outdated, and needs to be replaced by cash-flow analysis of the farm household, considering all sources of income as is practiced in microfinance. However, farm budgets and investment analysis (Gittinger, 1982) are still relevant and need to be applied in larger investment projects that demand term finance as is the case for larger, ump-sum investments in farm buildings, machinery, animals, and tree crops. Here, the assessment for farmers must again include their other income sources.
With respect to savings, recent books such as Branch and Klaehn (2002) and working groups by GTZ and CGAP on savings mobilization (Wisniwski and Hanning, 1998) sum up our best knowledge in provision of savings services. This knowledge is also relevant for servicing in provision of savings services. As in the case of the lending business, savings need to be diversified so as to better respond to seasonality and covariance risks when expanding rural finance. Micro-insurance is the most difficult of three financial services; so far, the industry’s experience is mainly with services covering idiosyncratic risks such as accident, certain illnesses, and death. Again, pioneers in micro-insurance consist mainly of non-government organizations BRAC, and they continue to broaden our knowledge. Dror and Preker (2002) and Churchill et al. (2003) have recently compiled the lessons learned from and the best practices for micro-insurance in rural areas.
Informal, but socially and/ or spatially distant lenders frequency tier their loans to complementary transactions in land, labor or commodities as they lack adequate information about the creditworthiness of the borrower or suitable physical or social collateral. The importance feature of these types of transactions is that the lender also deals with the borrower in a non-lending capacity and is able to use this position to screen applicants and enforce contracts at relatively low transactions costs compared to a pure money-lending contract. Lending among family members and friends as well as ROSCAs may bear a high risk for poor people for example with respect to default or social exclusion. Informed tends to be segmented and to circulate within specific groups or networks excluding others (Robinson, 2001).
Directly, by increasing the access of poor people to financial services within this direct pathway, Zeller et al (1997), distinguishes three sub- pathways of how access to financial services can influence the poor income generation and consumption stabilization.
There may also be trade-offs between impact and depth of outreach. The impact assessment study reviewed by Sharma and Buchenrieder (2002) suggests that the very poor can benefit from microfinance largely by smoothing their consumption through improved management of their savings and through borrowing. It has been argued that commercializing microfinance is likely to result into a mission drift; Christen (2001) found that it was not the case and that sustainability does not necessarily compromise outreach. Latin America MFIs led the globe commercialization, one of the very few serious innovations in microfinance outside Bangladesh. (Duursma 2004) estimates that poverty affects eighty to ninety percent of the rural poor in East Africa: this assertion translates that more than sixty percent of the East African population lives in poverty prior to adding the proportion of the urban poor.
The financial sector development in East Africa is still at an early stage, with many banks operating in the urban areas (Duursma 2004; Hussein and Makame, 2007a): the regional financial sector policies should be looked into so as to develop as its development will contribute to poverty reduction as suggested by Green and et al., (2006); it is with that motivation that governments and other stakeholders deliberate initiatives attain financial development.
Microfinance has been used to target poor women so as to enable them improve their livelihoods; it has also been used as a policy for creating enabling environment for the financially excluded populations to engage in self employment. Initially known as micro credit as it was advancing credit to its clients, it grew to microfinance, where it offers credit plus services (Aghion and Murdoch 2005). Despite the fact that literature suggests that  microfinance contributes towards alleviating poverty, there is a wide literature in the area  which argues that microfinance does not reach the poorest of the poor (See Woller, 2002)  Montgomery and Weiss, 2005 and Weiss, 2005; Hashemi and Rosenberg, 2006; Fraser and  Kazi, 2004.
The study will be different from the surveyed literature since it will examine the structure of investments of mobilized savings in financial and non-financial form of formal financial institutions with references to financial institutions  in Tanzania  since 1961s.

2. 4 Gap and Conceptual Framework of the Study TC "2. 4   GAP AND  CONCEPTUAL   FRAMEWORK  OF THE STUDY" \f C \l "1" 
This study will base on household economic portfolio conceptual model propounded by Chen and Dunn (2006). Many studies thereafter will use the same model in assessing the impacts of credit in poverty reduction. Household Economic Portfolio Model has been defined by Chen and Dunn (2006) as sets of household resources, household activities and circular flow of the interactions between household’s resources and household activities.
Figure 1: Conceptual Model of the Household Economic Portfolio

Sources: Chen and Dunn (2006)
CHAPTER THREE TC "CHAPTER THREE" \f C \l "1" 
RESEARCH   METHODOLOGY TC "3.0 RESEARCH   METHODOLOGY" \f C \l "1" 
3.1 Introduction TC "3.1  INTRODUCTION" \f C \l "1" 
This chapter discussed the areas upon which the research was conducted, methods and instruments for data collection and techniques for data analysis and presentation. The chapter also provided reasons as to why a particular method of research, sampling, data collection and data analysis was chosen. In short this chapter is concerned with research design which is a master plan specifying methods and procedures for collecting and analyzing required data (Saunders et al 2005; Zikmund 2008; as cited by Rashid, 2010)

3.2 Research Philosophy TC "3.2 RESEARCH   PHILOSOPHY" \f C \l "1" 
After the liberalization of financial sector in 1990, micro finance has gained an increased recognition as an effective means to alleviate poverty and promote micro-enterprises development. Experience of some micro-finance institutions shows that poor entrepreneurs possess the same survival skills as affluent business operators; so that in general, it is mainly access rather than capability which prevents poorer section of the society from purchasing formal financial services. Many micro-finance institutions have managed to recover a large part of their cost, and loan repayment respectively.
The Gross Domestic product (GDP) has been increasing by 5% since early 2000, resulting in a small increase in per capita income while inflation declined from 30% during 1990s to below 5%. The economic improvements accomplished are primarily explained by the economic reforms that were initiated in 1980s, which involved the transformation of a centralized economy (economy controlled and governed by the state) towards free market economy mode (economy in which the production and distribution of goods and services take place  through the mechanism of free markets guided by free price system). Despite the economic and financial reforms, Tanzania’s economy still remains unsustainable, poverty is extensive and growth has been constrained by structural obstacles, governance related problems, rigidities in the financial sector and serious capacity constraints.
Poor performance in income growth for countries like Tanzania is frequently attributed partly to low savings, as a result of the economic reforms which have been geared towards increase of savings and easy the mobilization of savings, this has caused the Government of Tanzania to create an effective and implementable financial system where people have access to secure financial services which facilitates economic development/transactions, stimulates savings and channels savings to productive investment activities by mobilizing resources and improving their allocation.
Tanzania has poorly developed financial sectors, which according to its financial structure are described as dualistic with a formal and informal sector. Very few people, especially those living in the urban centers, have access to the financial services offered by the formal financial sector to a small wealthier part of the population. Hence, the great majority of the population has to turn to the informal sector for saving and /or borrowing.
3.3 Research Design TC "3.3 RESEARCH  DESIGN" \f C \l "1" 
This is cross-sectional study that was employed more than one strategy because it has more than one purpose (Saunders et al, 2005). The aims of this study was to assess how far commercial bank has played part in poverty reduction. Therefore was combined exploratory, descriptive and explanatory approaches to seek answers on research questions. In designing the research methodology to guide the study, we will take into account the fact that many academic researches involve setting some limits to its theoretical and empirical aspirations. 
In this study, research questions was designed in such a way that they addressed key services and product which are offered by commercial banks and their contribution in poverty reduction. 
3.3.1 Exploratory Studies TC "3.3.1 Exploratory Studies" \f C \l "1" 
Exploratory studies are said to be valuable means of finding out what is happening; to seek new insights; to ask questions and to assess phenomena in new light (Robson, 2002). It was particularly useful to clarify the understanding of the problem. The researcher diagnosed whether the interest offered by CRDB Bank contribute in poverty reduction in our National. Questionnaire was very much skillfully constructed and was submitted to respondents who gave their understanding of the loans and savings services. It assessed how CRDB Bank has played part in the development of Agriculture sector in rural arrears.   

3.3.2 Descriptive Studies TC "3.3.2 Descriptive Studies" \f C \l "1" 
According to Robson (2008), the descriptive studies were intended to portray an accurate profile of the persons, events and situation. It is akin to exploratory studies; however descriptive studies emphasized the need to have a clear picture of the phenomena on which I wish to collect data prior to the collection of data (Saunders et al, 2005). Thus descriptive studies was begin with a search for literature; talking to experts in the subject and conducting focus group interviews.
3.4 Sampling Strategies TC "3.4 SAMPLING   STRATEGIES" \f C \l "1" 
Stratified Probabilistic Sampling technique was used to select participating branches in the CRDB BANK PLC as well as respondents. The research was conducted in CRDB BANK PLC in Dar es Salaam Region whereby UDSM, AZIKIWE, HOLLAND, LUMUMBA and TOWER that was the participating branches. The choice of the branches based on the fact that these branches have operated micro finance for about five to ten years now. They have sufficient data, knowledge and experience that can easily facilitate the study. 
3.4.1 Sample Size TC "3.4.1 Sample Size" \f C \l "1" 
Respondents from five selected branches participated in the study. From each branch, researcher selected randomly twenty five customers and total customers are expected to be one hundred twenty five customers. On other hand, five loan officers required to respond to research questionnaire and interview from each of the above selected branches. Thus a total of twenty five loan officers represented. The sample size of this study was 150 respondents. Researcher decided to select sample randomly to avoid biasness and to obtain balanced view of the study.

3.5 Methods of Data Collection TC "3.5 METHODS   OF   DATA  COLLECTION" \f C \l "1" 
Both qualitative and quantitative data collection techniques was used in order to counterbalance shortcomings from each technique (Saunders et al., 2005). The decision to use multiple instruments in collecting data (triangulation) ensured validity of data as one instrument complement each other (Ledger wood, 2000; Saunders et al., 2005; Bogdan and Biken, 2008 and Patton 2009 as cited by Rashid 2010). 

3.5.1 Types of Data TC "3.5.1 Types of Data" \f C \l "1" 
Researcher collected both primary data and secondary data in answering research questions.
3.5.2 Secondary Data TC "3.5.2 Secondary Data" \f C \l "1" 
The researcher collected secondary data through documentary review. He reviewed different textbooks, journals, newspapers, dissertations, thesis, and magazines from libraries of OPEN University, Tanzania Institute of Bankers and CRDB Library. While monthly in-house newsletters, quarterly and annual reports from CRDB Bank itself, that was available through CRDB Library at AZIKIWE. Lastly, secondary data was sourced through websites and internet as well. 

3.5.3 Primary Data TC "3.5. 3 Primary Data" \f C \l "1" 
Questionnaires were distributed to customers and bank staffs whom by filling in the questionnaire provided the primary data needed for the study. The Questionnaire followed by interview to few randomly selected customers and bank staffs. Questionnaires were administered personally. This gave the researcher an opportunity to clarify questions as well as to ensure response by participants. 
Two methods used spontaneously to overcome shortcomings of one method against other. Whenever possible, questionnaire to customers was interpreted in plain Kiswahili to give meaning and understanding and hence to facilitate easy data collection from customers who, majority of them speak Kiswahili as their first language.
3.6 Data Analysis TC "3.6 DATA ANALYSIS" \f C \l "1" 
Since the study is descriptive, exploratory and explanatory in nature, both qualitative and quantitative methods of data analysis was used.
3.6.1 Descriptive Statistics TC "3.6.1 Descriptive Statistics" \f C \l "1" 
Analysis of descriptive and exploratory qualitative and quantitative data was done by using descriptive statistical tools. These included cross tabulation, percentage, mean, median and proportion. Data was computer-coded using Statistical Package, and sometimes Microsoft Excel whereby data computed and summarized well.

 3.6.2 Expected Results TC "3.6.2 Expected Results." \f C \l "1" 
The study was expected to come out with the facts, findings and solution to the questions, upon the understanding of the role of financial institutions in poverty alleviation, its contribution to our economy and perception of the society towards financial institutions in poverty alleviation.

CHAPERT FOUR TC "CHAPERT  FOUR" \f C \l "1" 
DATA ANALYSIS AND PRESENTATION TC "4.0 DATA ANALYSIS AND PRESENTATION" \f C \l "1" 
4.1 Number of Years as Customer of CRDB Bank TC "4.1  NUMBER OF YEARS AS CUSTOMER OF CRDB BANK" \f C \l "1" 
The following data was gathered by analyzing the number of years that respondents have been customers of CRDB Bank. The researcher asked respondents this question in order to determine how effective CRDB Bank has been in helping customers to eradicate poverty. The feedback from respondents was recorded as shown in the table and figure below:
Table 1: Number of years as customers of CRDB Bank TC "Table 1: Number of years as customers of  CRDB BANK" \f T \l "1" 
	No. of years
	Number of respondents
	Percentage of respondents

	1-2 years
	56
	56%

	3-4 years
	27
	27%

	5 years and above
	17
	17%

	Total
	100
	
100%



Source: CRDB Bank Performance indicator, 2010
Figure 2: Number of years as customers of CRDB Bank
[image: image1.png]60%

50%

40%

30%

20%

10%

0%

1-2 years

3-4 years

5 years and above





 TC "Figure 1: Number of years as customers of CRDB BANK" \f F \l "1" 
Source: CRDB Bank Performance indicator, 2010
The results show that 27% of respondents have been customers of CRDB Bank for up to 4 years or more. These findings show that CRDB Bank has managed to help customers to eradicate poverty within that period of time.
4.2 Approaches Used by CRDB Bank in Poverty Eradication TC "4.2 APPROACHES USED BY CRDB BANK IN POVERTY ERADICATION" \f C \l "1" 
To find out approaches used by CRDB Bank in poverty eradication, each respondent was asked to mention one way through which CRDB Bank helps in poverty eradication. The objective was to determine the role of MFIs in poverty eradication. Their answers were documented as shown in the table and figure below;

Table 2: Approaches used by CRDB Bank in poverty eradication TC "Table 2: Approaches used by CRDB BANK  in poverty eradication" \f T \l "1" 
	Approaches 
	Number of respondents
	Percentage

	Savings 
	20
	20%

	Training
	14
	14%

	Loans 
	56
	56%

	Advice
	10
	10%

	Total
	100
	100


Source: CRDB Bank Performance indicator, 2010
Figure 3:  Approaches used by CRDB Bank in poverty eradication TC "Figure 2:  Approaches used by CRDB BANK in poverty eradication" \f F \l "1" 
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Source: CRDB Bank Performance indicator, 2010
The findings of the study show that 56% of respondents said that CRDB Bank  helps to eradicate poverty by offering loans, 20% said by taking savings, 14% said by offering training, and 10% said by offering advice. Through the provision of these services, CRDB Bank helps to eradicate poverty.

4.3 Number of Loans Issued by CRDB Bank TC "4.3 NUMBER OF LOANS ISSUED BY CRDB BANK" \f C \l "1"  
The following data was collected from members of staff of CRDB Bank showing the number of loans issued to customers from the year 2008 to 2010. The objective was to establish the trend in the issuing of loans aimed at poverty eradication. 
Table 3: Number of loans issued by CRDB Bank 2008 -2010 TC "Table 3: Number of loans issued by CRDB BANK  2008-2010" \f T \l "1" 
	Year
	Number of loans offered to SMEs

	2008
	860

	2009
	1702

	2010
	2,122


Source: CRDB Bank Performance indicator, 2010
Figure 4: Number of loans issued by CRDB Bank 2008-2010 TC "Figure 3: Number of loans issued by CRDB BANK  2008-2010" \f F \l "1"  

Source: CRDB Bank Performance indicator, 2010
The results show that the number of loans issued by CRDB Bank to customers from 2008 to 2010 has been constantly increasing from 2008 to 2010. The increase in number of loans issued shows that CRDB Bank has been playing a very important role in eradicating poverty.
4.4 Types of Training Offered by CRDB Bank TC "4.4 TYPES OF TRAINING OFFERED BY CRDB BANK" \f C \l "1" 
After finding out that training is among the roles played by CRDB Bank in poverty eradication, the researcher asked respondents to mention what type of training offered by CRDB Bank. The feedback from respondents was recorded as shown in the table below:

Table 4:  Types of Training Offered by CRDB Bank TC "Table 4:  Types of training offered by CRDB BANK" \f T \l "1"  
	Types of Training 
	Bookkeeping
	Marketing
	Credit Management
	Customer care

	No. of respondents
	40
	30
	20
	10

	Percentage
	40%
	30%
	20%
	10%


Source: CRDB Bank Performance indicator, 2010
Figure 5:  Types of Training Offered by CRDB Bank TC "Figure 4:  Types of training offered by CRDB BANK" \f F \l "1" 
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Source: CRDB Bank Performance indicator, 2010
The study found out that types of training offered by CRDB Bank to it’s customers in order to eradicate poverty include; book keeping skills, marketing skills, credit management skills and customer care skills. All these skills are very important for running small businesses, from the stage of applying for a loan, to the stage of running a business. For instance, entrepreneurs need bookkeeping skills so that they can keep records of their business. 

4.5 Improvement in Level of Income after joining CRDB Bank TC "4.5 IMPROVEMENT  IN LEVEL OF INCOME AFTER JOINING CRDB BANK" \f C \l "1"  
To analyze improvement in level of income of respondents after joining CRDB Bank, the researcher asked respondents to give their opinion on their income. The feedback from respondents were recorded as shown in the table below;

Table 5: Improvement in level of income after joining CRDB Bank TC "Table 5: Improvement in level of income after joining CRDB BANK" \f T \l "1"  
	Experience
	Number of respondents
	Percentage of respondents

	Very Good
	42
	42%

	Good
	33
	33%

	Average
	25
	25%

	Total
	100
	100%


Source: CRDB Bank Performance indicator, 2010
Figure 6: Improvement in Level of Income after Joining CRDB Bank
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 TC "Figure 5: Improvement in level of income after joining CRDB BANK" \f F \l "1" 
Source: CRDB Bank Performance indicator, 2010
From the findings of the study, 42% of respondents said that improvement in their level of income was Very Good, 33% of respondents said improvement in their level of income was Good, and 25% of respondents said improvement in their level of income was Average. These findings support previous findings that CRDB Bank plays a very vital role in poverty eradication.

4.6 Challenges Faced by CRDB Bank in Poverty Eradication TC "4.6 CHALLENGES FACED BY CRDB BANK  IN POVERTY ERADICATION" \f C \l "1" 
From interviews conducted with members of staff of CRDB Bank, the researcher identified four main challenges faced by CRDB Bank in poverty eradication namely; competition from other banks, low profit margins, low level of loan repayment and dishonest loan officers. The researcher asked respondents to choose one challenge that they think is most likely to affect the role of CRDB Bank in poverty eradication. The feedback from respondents was recorded as shown below:

Table 6: Challenges Faced by CRDB Bank in Poverty Eradication TC "Table 6: Challenges faced by CRDB BANK  in poverty eradication" \f T \l "1" 
	Challenges 
	Number of respondents
	Percentage

	Competition from other banks
	7
	7%

	Low profit margins

	23
	23%

	Low level of loan repayments
	44
	44%

	Dishonest loan officers
	26
	26%

	Total
	100
	100


Source: CRDB Bank Performance indicator, 2010
Figure 7: Challenges Faced by CRDB Bank in Poverty Eradication TC "Figure 6: Challenges faced by CRDB BANK in poverty eradication" \f F \l "1" 
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Source: CRDB Bank Performance indicator, 2010
The findings show that 44% of respondents thought that low level of loan repayments is the challenge that is most likely to affect the role of CRDB Bank in poverty eradication, 26% of respondents mentioned dishonest loan officers,  23% of respondents mentioned low profit margins and 7% of respondents mentioned competition from other banks. Thus, from the perception of respondents, among challenges faced by CRDB Bank in poverty eradication, low rates of loan repayment is the main challenge.
4.7 Level of Satisfaction with Services Offered by CRDB Bank TC "4.7 LEVEL OF SATISFACTION WITH SERVICES OFFERED BY CRDB" \f C \l "1" 
After finding out that lack of business skills is among the challenges in poverty eradication, the researcher asked respondents to asses their level of satisfaction with services offered by CRDB Bank. The objective was to determine whether challenges faced by CRDB Bank in poverty eradication affect the quality of services offered by CRDB Bank in poverty eradication. The feedback from respondents was recorded as follows:

Table 7: Level of satisfaction with services offered by CRDB Bank TC "Table 7: Level of satisfaction with services offered by CRDB BANK" \f T \l "1"  
	
	Maximum
	Average
	Minimum
	None

	Number of respondents
	17
	34
	22
	27

	Percentage
	17%
	34%
	22%
	27%


Source: CRDB Bank Performance indicator, 2010
Figure 8: Level of satisfaction with services offered by CRDB Bank TC "Figure 7: Level of satisfaction with services offered by CRDB BANK" \f F \l "1"              
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Source: CRDB Bank Performance indicator, 2010
Findings of the study show that only 17% of respondents said their level of satisfaction with services offered by CRDB Bank was maximum. 34% of respondents said their level of satisfaction with services offered by CRDB Bank was average, 22% of respondents said that satisfaction was minimum and 27% of respondents said that they were not satisfied with services offered by CRDB Bank. The findings suggest that services offered by CRDB Bank in poverty eradication still need some improvements so as to be able to achieve set objectives.
4.8 Effectiveness of CRDB Bank in Poverty Eradication TC "4.8 EFFECTIVENESS OF CRDB BANK  IN POVERTY ERADICATION" \f C \l "1" 
The following data was gathered by analysing the effectiveness of CRDB Bank in poverty eradication among it’s customers. The researcher asked respondents to rate the effectiveness of CRDB Bank in poverty eradication as either, “Very Effective”, “Effective” or “Not Effective”. The results are presented in the table and figure below:

Table 8: Effectiveness of CRDB Bank in Poverty Eradication TC "Table 8: Effectiveness of CRDB BANK in poverty eradication" \f T \l "1" 
	
	Number of respondents
	Percentage of respondents

	Very effective
	61
	61%

	Effective
	28
	28%

	Not effective
	11
	11%

	Total
	100
	100%


Source: CRDB Bank Performance indicator, 2010
Figure 9: Effectiveness of CRDB Bank in Poverty Eradication TC "Figure 8: Effectiveness of CRDB BANK in poverty eradication" \f F \l "1" 
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Source: CRDB Bank Performance indicator, 2010
The results show that 61% of respondents said that CRDB Bank is Very Effective in poverty eradication, 28% of respondents said that CRDB Bank Effective in poverty eradication and 11% of respondents said that CRDB Bank is not effective. This findings show that CRDB Bank is somehow effective in poverty eradication.

CHAPTER FIVE TC "CHAPTER FIVE" \f C \l "1" 
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS TC "5.0     SUMMARY OF FINDINGS, CONCLUSION AND  RECOMMENDATIONS" \f C \l "1" 
5.1 Introduction TC "5.1 INTRODUCTION" \f C \l "1" 
This chapter presents the summary of findings, conclusions and recommendation made with regard to the study findings and objectives.

5.2 Summary of Findings TC "5.2 SUMMARY OF FINDINGS" \f C \l "1" 
During the study, the researcher found out that 27% of respondents have been customers of CRDB Bank for up to 4 years or more. These findings show that CRDB Bank has managed to help customers to eradicate poverty within that period of time. Also, 56% of respondents said that CRDB Bank helps to eradicate poverty by offering loans, 20% said by taking savings, 14% said by offering training, and 10% said by offering advice. Through the provision of these services, CRDB Bank helps to eradicate poverty.

The results also showed that the number of loans issued by CRDB Bank to customers from 2008 to 2010 has been constantly increasing from 2008 to 2010. The increase in number of loans issued shows that CRDB Bank has been playing a very important role in eradicating poverty. Types of training offered by CRDB Bank to it’s customers in order to eradicate poverty include; book keeping skills, marketing skills, credit management skills and customer care skills. 

All these skills are very important for running small businesses, from the stage of applying for a loan, to the stage of running a business. For instance, entrepreneurs need bookkeeping skills so that they can keep records of their business. 42% of respondents said that improvement in their level of income was Very Good, 33% of respondents said improvement in their level of income was Good, and 25% of respondents said improvement in their level of income was Average. 

The findings show that 44% of respondents thought that low level of loan repayments is the challenge that is most likely to affect the role of CRDB Bank  in poverty eradication, 26% of respondents mentioned dishonest loan officers,  23% of respondents mentioned low profit margins and 7% of respondents mentioned competition from other banks. Thus, from the perception of respondents, among challenges faced by CRDB Bank in poverty eradication, low rates of loan repayment is the main challenge.

Findings of the study show that only 17% of respondents said their level of satisfaction with services offered by CRDB Bank was maximum. 34% of respondents said their level of satisfaction with services offered by CRDB Bank was average, 22% of respondents said that satisfaction was minimum and 27% of respondents said that they were not satisfied with services offered by CRDB Bank. 

The results also showed that 61% of respondents said that CRDB Bank is Very Effective in poverty eradication, 28% of respondents said that CRDB Bank Effective in poverty eradication and 11% of respondents said that CRDB Bank is not effective. This findings show that CRDB Bank is somehow effective in poverty eradication.

5.3 Conclusion TC "5.3 CONCLUSION" \f C \l "1" 
From findings of the study, the researcher found out that CRDB Bank helps to eradicate poverty that is why CRDB Bank has managed to keep customers. CRDB Bank helps to eradicate poverty by offering loans, taking savings, offering training, and offering advice. The number of loans issued by CRDB Bank has been rising and training offered by CRDB Bank to it’s customers in order to eradicate poverty include; book keeping skills, marketing skills, credit management skills and customer care skills. 
Services offered by CRDB Bank have helped customers to improve their level of income as discussed above. Challenges faced by CRDB Bank in poverty alleviation include; low level of loan repayments, dishonest loan officers, low profit margins and competition from other banks. Despite of those challenges, customers are satisfied with the level of services offered by CRDB Bank and they think CRDB Bank is very effective in poverty eradication.

5.4 Recommendations TC "5.4 RECOMMENDATIONS" \f C \l "1" 
· To solve challenges faced by CRDB Bank in poverty alleviation, CRDB Bank should co operate with other banks and the government to speed up poverty eradication strategies.

· The government in collaboration with other development agencies should help banks which are involved in poverty alleviation like CRDB Bank.
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Appendix 1: Budget Estimate for the Study
	Budget Estimate

	S/No
	Item
	Rate
	No. of Days
	Total    Costs

	1
	Data Collection and Analysis 
	
	
	

	
	Transport (Cost of Fuel)
	Tsh.1500*10
	20 days
	300,000

	
	Incidental costs per day
	Tsh.20,000
	20 days
	400,000

	
	Monthly Internet Bills
	Tsh 90,000
	3 months
	  270,000

	
	Sub Total
	
	
	970,000

	2
	Stationery Cost
	
	
	

	
	10 Reams of Photocopier Paper
	Tsh 12,000
	
	120,000

	
	1 Flash Disk 256 MB 
	Tsh 75,000
	
	 75,000

	
	Printing Questionnaire
	150*500
	
	75,000

	
	Printing and Binding 10 copies of Final Report
	30,000 each
	
	300,000

	
	Sub Total
	
	
	560,000

	
	Total Estimated Costs
	
	
	153,000


Appendix II: Schedule of the Study 
	 Proposed Work Schedule and Time Scale

	
	
	

	Activity No.
	Date
	Description

	1
	JULY 1-AUGUST 2
	Preparation of Research Proposal

	2
	August 5-September 10
	Submission of Fist Draft of Proposal & Completion of Proposal report

	3
	September 15 -  October 5
	Data  Collections

	4
	October 7-  October 15
	Compile, pilot and revise questionnaire

	5
	October 18-October 25
	Report writing and Submission of the Report


Appendix III: Questionnaire
Dear Respondent,

Am researching on the role of Financial Institution in poverty alleviation.
You are one of the few randomly selected people, whom I believe you have experience that you will be of value to me and I would like to know your views on whether the services offered by this bank contribute to poverty reduction... All information you give will be treated in confidence and will be used solely for this research and for academic purpose only. No source or individual will be identified or comment attributed to the originator. I thank for your co-operation.

Personal Particulars (Please tick in appropriate the box provided)


1.
Gender of the respondent



Male


Female

2.
Age  


Below 30 years


Between 31-40 years





Between 41-50 years





More than 50 years


3      Education Level Attained 


Primary Education




Secondary Education




College/Vocational Training



College Education



4.
Marital Status 



Married





Single






Widowed





Others


5  Number of dependents including spouse and children 


Below 5





Between 6 – 10




Above 10




6 School Children (if any) 




             Below 3





 Above 4

7. Number of College Student(s) (if any) Please provide the number ……………

8. 
How college student(s) sponsored?





Family sponsorship











Guarantee from private institution






Government bursary


Others










Household’s Income generating activities

9 Are you employed in formal organization? 



Yes 




No



10     Is your spouse employed 




Yes




No





11.
What are the occupations of other members of your household?


………………………………………………………………


………………………………………………………………


………………………………………………………………

12.
What businesses are you involved in 



Shop









Kiosk

           Salon (Hair Dressing or Barbeque)


Restaurant


Others (Please Specify)…………………………………………...

13. Are your businesses registered? 

 
Yes






No





14. If the answer in question 13 above is ‘yes’ what form of registration?

Sole Proprietorship




Partnership







Limited Liability Company



Others (Please Specify) ……………………………………….

  15. What were sources of capital used to establish your businesses? 



  Own savings









  Loan from Financial Institution





                               

                          Grants from relatives and friends

                           Moneylenders








Others (Please Specify)……………………………………………………..

 16.   What is the model of your business management? 



Owner – manager








Owner – director








Both (above)









Others (Please specify)……………………………………….

17. How long have you been in the businesses 



Less than 5 years






Between 6 – 10 years






More than 10 years




18. Household depends entirely on this business for its livelihood 



Yes it does






No, there are supplementing sources of income
 



19
If the answer is ‘No’ please list other sources of income to


household
………………………………………………………………..




………………………………………………………………..




………………………………………………………………..




……………………………………………………………….

20   What are uses of other income sources in relation to general household’s outgoings (please explain)………………………………………………………… ………………………………………………………………………………………………………………………………………………………………………………

Households Resources: physical, financial and human resources

21. 
Tick in the boxes provided to show assets which household own:


 Housing




 A plot of undeveloped land



 
Milling Machines



Motor Vehicle




Saving account with Bank


      




Others (Please Specify) ……………………………………………………

22.What were the sources of financing of those assets in question 20 above? 



Profit from businesses







Loan from bank or MFIs





           Hire purchase arrangements









Gifts or grants from friends and relatives




Lottery







              Others (Please specify)………………………………………………….

23.      Are you planning to acquire fixed assets in near future?



Yes, I do





No, at least not now


24. 
If the answer is yes in question 22 above what are the your expected sources of financing such acquisition. Please list down:



………………………………………………………………………



………………………………………………………………………



………………………………………………………………………

25. When I find opportunity to acquire fixed assets I can do so even by using

      Loan borrowed from bank for business running, provided the assets highly

       needed by the household



Strongly Agree
  



Agree




Disagree



Strongly disagree.

Households and the use of loans

26. 
How long have you been enjoying loans from CRDB Bank?



Less than a year



Between 2 -4 years



More than 5 years

27. How many times the Bank has given you loans? Please state the number of times you took loans from CRDB Bank ……………………………………

28.   Briefly comment on other service you receive from the bank?

     ………………………………………………………………………………………

     ………………………………………………………………………………………

29.
Is Loan from bank one of the sources of the household income?


Yes




No  

30.     How important is the credit to your businesses 


Not important





           Slightly important


Important


Very Important

31. Cost of loans charged by bank is very prohibitive 



Strongly Agree
  



Agree




Disagree



Strongly disagree.

32.  I find it difficult to utilize loans to the business which the loan was sought for because its return is very low in such a manner that I would not be able to repay loan plus its interest timely and meet other needs.



Strongly Agree
  



Agree




Disagree

33.   Number of year being a CRDB Bank customer
          1-2 years

          3-4 years                                                      

          5-above year                     

34.  Number of Loans issued by CRDB bank from 2008-2010

        860                                                

       1702                                          

       2122                                     

35. Approach used by CRDB Bank to eradicate poverty

       Savings                                             

       Training                                            

       Loans                                              

      Advice                                                   

36.   Types of Training offered by CRDB Bank to its customers

       Bookkeeping                                      

       Marketing                                           

       Credit Management                            

       Customer Care                                      

37.   Improvement of the level of Income by CRDB Bank to its customers

        Very Good                                       

        Good                                                 

        Average                                            

38.   Challenges faced by CRDB Bank in poverty alleviation

        Competition from other banks        

        Low profit margin                           

        Dishonest Loan Officers                 

39.  Level of satisfaction with Services offered by CRDB Bank

       Maximum                                         

       Average                                            

       Minimum                                          

       Non                                                   

40.  Effectiveness of CRDB Bank in poverty eradication

       Very effective                                  

       Effective                                           

       Not effective                                                                       

Thanks for your time and co-operation
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Household Flow





A. Inputs and 


Expenditures 





B. Income and other Additions to Resources





Household Flow





Individual Flows





Individual Flows





Household Activities  


Production 


Consumption


Investment 





Individual Activities  














Social Networks





Household Resources 


Human 


Physical 


Financial 





Individual Resources 
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Credit Received





D


Debt Repaid








Credit/Debit








