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ABSTRACT
The study assessed the effectiveness of Tanzania Local Enterprise Development Project in Supporting Small and Medium Entrepreneurs within Iringa region in Tanzania. The case study design applied simple-random sampling and purposeful sampling method as sampling techniques to ensure that the accurate sample were obtained for the study. 93 respondents used in data collection. The study was derived from a theory known as Capability Approach, whereby, for an SME to perform, it needs to have the capability to do the business. Data collection in this study had two phases; collection of quantitative information and collecting qualitative information. The study found that, TLED project offers various services to SMEs including; Business delivery device in finance, Market and business management, Access to finance, Technology, Market linkages, Creative services, and Advisory in finance, market and business management. The services found are delivered based on levels of businesses owned by the SMEs, specific value chains, and to businesses that are already established, not start-ups. Also, it found that, most of the SME’s supported, are led by women. The study found that, six major criteria are considered when extending support to SMEs, these are; the SMEs to fall under agribusiness value chains should be existing in business for not less than one year and should have specific business premise. Also, it found some barriers in supporting SMEs. The study found that. T LED Project in its project Implementation Plan Document has a sustainability plan which shows how the SMEs will continue accessing BDS services even after the project phases out. Study recommends that, T LED Project should continue supporting SMEs in different aspects to improve their business.
Keywords: Small and Medium Entrepreneurs, Finance, Projects, Development.
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CHAPTER ONE
BACKGROUND OF THE PROBLEM
1.1 Overview
This chapter provides background information that influenced the study and explains the problem statement, objective, research questions and the significance of the study as well as limitations, delimitations and the scope of the study.

1.2 Introduction
Small and Medium Enterprises (SMEs) play a major role in most economies, particularly in developing countries. SMEs account for the majority of businesses in the world and are important contributors to jobs creation and global economic development. However, SMEs are entangled with various problems including lack of access to credit, competition from large-scale industries, barriers such as limited access to information, loans, legal and regulatory framework, business trainings, technology, marketing, lack of capacities, and weaknesses in monitoring policies. Such problems limit employment opportunities, and influences income level lowering (OECD 2018; EESC, 2017; Neagu, 2016; ECG, 2014; IFC, 2011; SME development policy of Tanzania 2002). 

According to Richard &Mori, (2012), the key constraints to SME development includes; unfavorable legal and regulatory frameworks, undeveloped infrastructure (local transport)which are not well managed and leads to high risk for business in Tanzania especially to small scale mining and fishing, poor business-development services, limited access to financing (Beck,2007), and ineffective and poorly coordinated institutional support framework. The World Bank Enterprise Surveys reveal that, for example, in low-income countries, on average 43% of businesses with 20 to 99 employees, rate access to finance or cost of finance as a major constraint to current operations. In high-income countries, only 11% of businesses of the same size, rate access to finance as constrain (Word Bank Group 2010 and Dalberg, 2011).
The World Bank (IBRD IDA, 1991) estimates that, 600 million jobs will be needed in 2030 to absorb the global workforce, a situation that makes SMEs development a high priority for many governments around the world. In emerging markets, most formal jobs are generated by SMEs, which create 7 out of 10 jobs. However, access to finance is a key constraint to SME growth and it is the second most cited obstacle facing SMEs in growing their businesses in emerging markets and developing countries. SMEs are less likely to be able to obtain bank loans than large firms, instead, they rely on personal funds or cash from friends and family to launch and eventually run their enterprises.

A survey on SMEs in 2012 estimated that, there were 2.75 million MSME owners and about 3.16 million MSMEs in Tanzania, contributing to about27% of the GDP and employing more than 5.2 million people. Of these enterprises, 97.1% were “micro”, with 66.1% of the total being own account (individual person) activities (Olomi & Mori, 2015). Tanzania Development Vision (TDV) 2025 highlighted Small and Medium sized Enterprise (SME) sector as one of important contributor to the country’s long-term development. It is estimated that, Tanzania’s SMEs sector consists of more than 3 million enterprises, which contribute to 27% of overall GDP. Most of them are in agricultural sector and women own more than half. (World Bank.org; Census of Industrial Production Reports, 2016; Dalberg, 2011, and Annual Survey of Industrial Production, 2016).

Empirical studies find that, the share of SMEs in GDP is significantly increasing in Tanzania with an average of 16% to18%. This reveals the importance of SME growth and employment generation. However, credit market failure has been a prevailing constrains to the growth of SMEs. Since the closure rate of SMEs is higher than larger enterprises, financial service providers tend to consider SME financing risky (Caves, 1998). Much as like in microfinance, SME financing also requires innovations in lending technology that could reduce the risk to the lender in ways that does not increase the overall transaction cost to the entrepreneur. With the aim of generating employment opportunities through SME growth, Akiba Commercial Bank of Tanzania launched a special SME lending scheme in 2002. 
In connection to SMEs, Enabling Outcomes Ltd. (2017) and UNIDO Tanzania SME Development Policy (2003) under the SME Development Policy, pointed out that, the overall objective is enabling a “Tanzania SME sector that contributes increasingly to equitable economic growth, income and employment generation” (BRELA, 2012). However, it has been revealed that, Tanzania bankers are not giving SMEs the amount they request as loans to finance their business because most SMEs lack clear goals on their businesses. Also, it has been pointed out that, poor documentation, lack or very limited knowledge on financial management, lack of awareness of various products offered by banks, and lack of proper securities to cover their loans are the reasons to why banks are reluctant to provide loans to SMEs (Richard & Mori, 2012). Therefore, the current study aimed to assess the effectiveness of T LED Projects in supporting SMEs within Iringa region in Tanzania.

1.2 Statement of Research Problem

Inadequate support to SMEs in Tanzania has been a major gloom that disturbs economic growth, income generation and employment. Failure to support SMEs results to them not contributes to country’s long-term development and economic growth. Therefore, the current study focuses on Tanzania Local Enterprise Development (T LED), which are among the main actors in helping the governments to support SMEs, as it is well known that, the government alone cannot reach and tackle all the constraints facing SMEs.

Literatures (OECD 2018; EESC, 2017 and ECG, 2014) revealed that, SMEs are entangled with problems such as lack of access to credit, competition from large-scale industries, barriers like access to information, loan refusal, legal and regulatory framework, business training, technology, marketing, lack of capacities, and weaknesses in monitoring policies. In tackling the constraints faced by SMEs, the government of Tanzania is currently working with World bank on a new financial intermediary lending operation of USD 150 Million designed to increase access to finance to SMEs. There are several other organizations in Tanzania that have intervened to improve the economy of the country and the case of this study is T LED project which has intervene to support SMEs in Tanzania to address several challenges facing the sector. In view of this situation, this study seeks to establish the effectiveness in supporting small and medium size enterprises in performance improvement.

1.3 Research Objectives
1.3.1 General Objective of the Study
The general objective of the study was to identify the effectiveness of T LED Projects in increasing access to finance to SMEs within Iringa region in Tanzania.
1.3.2. Specific Objectives
The specific objectives of the study were to attain the above general objective are to: 
i. To identify constraints which Small and Medium Entrepreneurs face as a result of lack of access to credit;
ii. To identify the barriers that imped Small and Medium Entrepreneurs to access credit from Tanzania Local Enterprises Development Project; and
iii. To identify strategies used by Small and Medium Entrepreneurs and to Tanzania Local Enterprises Development Project to overcome barriers in supporting SMEs.

1.4 Research Questions
In order to attain the above stated objective, the study will answer the following questions:

i. How effective does T LED Projects have in increasing access to finance to SMEs within Iringa region in Tanzania?
ii. What are the barriers that imped SMEs to access credit from T LED Project?
iii. What are strategies used by T LED Project to overcome barriers in supporting SMEs?
1.5 Significance of the Study

The study is expected to assess the effectiveness of projects in supporting SMEs, using a case of T LED Project. The results of the study will help policy makers to craft policies relating to the required needs in supporting SMEs and more knowledge will be acquired by researchers in related topic. The finding of this study will also help Global Affairs Canada (GAC), the donors of T LED project, in decision making if they can see the value of having T LED phase two. In additional other academic researchers will use this report as a reference material when they want to pursue research on a similar topic.

1.6 Scope of the Study

The study covers SMEs in Tanzania specifically on Southern Agricultural Growth Corridor of Tanzania (SAGCOT). The study was conducted within the framework of assessing the effectiveness of Tanzania Local Enterprise Development projects in supporting SMEs in Tanzania. A case study design was applied to investigate in details the viability of Tanzania Local Enterprise Development in supporting SMEs in Iringa region by observing its effectiveness, relevance, challenges and action taken to overcome the challenges. 

1.7 Organization of Dissertation
This study comprises of five chapters. Chapter one describes the Background information to the problem, Statement of the problem; Research objective, Research questions, Significance of the study, Scope of the study limitations and Delimitations to the study. Chapter two presents a broader investigation on literature review specifically on the project’s effectiveness in supporting Small and Medium Entrepreneurs, performance, classification and challenges facing Small and Medium Entrepreneurs. The study used empirical theories, conceptual framework and independent and dependent variables. Chapter three presents the methodology applied to the study, this includes the study design, area of the study, population size, sample size and sampling techniques, applied data collection methods and tools employed for analysis. Chapter four highlights the findings and discussions while Chapter five presents the study conclusion and recommendations.  

CHAPTER TWO
LITERATURE REVIEW
2.1 Overview
This chapter reviews similar literature in the area related to the assessment of the effectiveness of Tanzania Local Enterprise Development project in supporting Small and Medium Entrepreneurs. Empirical literature as well as theoretical framework underpins the study dealt with. The first part deals with definitions of key terms used in this study. The second part is on theoretical framework, an empirical review in Tanzania and other parts of the world, as well as policy review, research gap and the conceptual framework.
2.2 Definition of Key Terms

Small and Medium Entrepreneurs (SMEs): The term “SME” encompasses a broad spectrum of definitions. Various organizations and countries set their own guidelines for defining SMEs, often based on headcount, sales or assets. While Egypt defines SMEs as having more than 5 and fewer than 50 employees, Vietnam considers SMEs to have between 10 and 300 employees. The World Bank defines SMEs as those enterprises with a maximum of 300 employees, $15 million in annual revenue, and $15 million in assets. The Inter-American Development Bank, meanwhile, describes SMEs as having a maximum of 100 employees and less than $3 million in revenue.

SME (Small to Medium Enterprise) is an appropriate term for segmenting businesses and other organizations that are somewhere between the “small office- home office” (SOHO) size and the larger enterprise. The European Union has defined an SME as a legally independent company with no more than 500 employees. (https://www.worldbank.org)
In Tanzania, the term “SME” is used to refer to micro, small and medium sized enterprises, although the term MSME is sometimes used as well. SMEs, as per the government definition, engage in non-farm economic activities: mainly manufacturing, mining, commerce and services. The majority of micro enterprises operate in the informal sector (Enabling Outcomes Ltd, 2017). According to Tanzania Invest.com (2020), 95% of businesses in Tanzania are Small and Medium Enterprises (SMEs), and they represent about 35% of the Country GDP (according to Tanzania Chamber of Commerce Industry and Agriculture (TCCIA)). The International Finance Corporation (IFC) estimates that, 65 million firms or 40% of formal micro, Small and Medium Enterprises (MSMEs) in developing countries, have unmet financing need.  

The European Union Commission recommendation of 6 May 2003 concerning the definition of micro, small and medium-sized enterprises was; an enterprise is considered to be any entity engaged in an economic activity, irrespective of its legal form. This includes, in particular, self-employed persons and family businesses engaged in craft or other activities, and partnerships or associations regularly engaged in an economic activity.

Article 2 of the European Union Commission keeps on saying that; Staff headcount and financial ceilings determining enterprise categories;
i. The category of micro, small and medium-sized enterprises (SMEs) is made up of enterprises which employ fewer than 250 persons and which have an annual turnover not exceeding EUR 50 million, and/or an annual balance sheet total not exceeding EUR 43 million.

ii. Within the SME category, a small enterprise is defined as an enterprise with less than 50 employees and whose annual turnover and/or annual balance sheet total does not exceed EUR 10 million.

iii. Within the SME category, a micro enterprise is defined as an enterprise with less than 10 employs and whose annual turnover and/or annual balance sheet total does not exceed EUR 2 million.

According to SME Development Policy of Tanzania 2002, the SMEs nomenclature is used to mean micro, small and medium enterprises. It is sometimes referred to as micro, small and medium enterprises (MSMEs). SMEs, as per government of Tanzania definition refers to non-farm economic activities mainly manufacturing, mining, commerce and services (Enabling Outcomes Ltd, 2017). There is no universally agreed definition of SME. Different countries use various measures of size depending on their level of development. The commonly used yardsticks are total number of employees, total investment and sales turnover.

In the context of Tanzania, micro enterprises are those engaging up to 4 people, in most cases family members or employing capital amounting up to Tshs.5.0 million. The majority of micro-enterprises fall under the informal sector. Small enterprises are mostly formalized undertakings engaging between 5 and 49 employees or with capital investment from Tshs. 5 million to Tshs. 200 million. Medium enterprises employ between 50 and 99 people or use capital investment from Tshs.200 million to Tshs.800 million. This is illustrated in the Table 2.1.
Table 2.1: Categories of SME'S in Tanzania

	Categories
	Employees
	Capital Investment in Machinery (TSH)

	Micro Enterprise
	1- 4
	Up to 5 million

	Small Enterprise
	5 – 49
	Above 5 million to 200 million

	Medium Enterprise
	50 – 99
	Above 200 million to 800 Million

	Large Enterprise
	100+
	Above 800 Million


Sources: MSEs Development Policy 2002-212.
N.B: In the event of an enterprise falling under more than one category, then the level of investment will be the deciding factor.
According to the European Union definition: The category of micro, small and medium-sized enterprises is made up of enterprises that employ less than 250 persons and which have an annual turnover not exceeding 50 million euro, and/or with an annual balance sheet total not exceeding 43 million euro. ‟Small and medium enterprises are thus defined as firms with 10 to 250 employees and with more than 10-million-euro turnover or annual balance sheet total. This definition is more encompassing, and much larger, especially with regards to turnover, than some others. The precise definition however, does not impact the overall conclusions and findings of this report.

The Department of Trade and Industry (DTI) in UK defined small business by using number of employees as one of the determinants of the size of the firm and the turnover. This means that a clear description of the major characteristics of the SME comes from the Report of the Bolton Committee on Small Firms of 1971. Therefore, according to the DTI statistical definition, they still maintain the statistical definition of the Bolton Committee on small businesses (Tonge, 2001) According to the European Commission (EC), in 1996 they adopted a single definition for SME that to be applied across all the Community proposals and programs from December 1997 onwards. This definition is the same as that of the DTI (Tonge, 2001). However, for statistical purpose, the definition that was used by the DTI is as follows:

Table 2.2: Categories of Firms

	Category 
	Employee

	Micro Firm
	0 – 9

	Small Firm (Including micro)
	9 – 49

	Medium Firm
	50 – 249

	Large Firm
	249+


Sources: MSEs Development Policy 2002-212

There have been various definitions given for small-scale enterprises in Tanzania but the most commonly used criterion is the number of employees of the enterprise defined by the (URT, 2002).

Access to Finance: Access to Finance is the ability of individuals or enterprises to obtain financial services, including credit, deposit, payment, insurance, and other risk management (World Bank 1991).
2.3 Review of Empirical Theory
The study was derived by different theories that, the major theory was Capability Approach Theory, which focus most on the ability of a person to perform or function a certain task. But there are other minor theories that contributed to the study such as Resource-based View and the Gender and Development theory.
Resource-based view (RBV): The RBV focuses on internal resources and capabilities to identify the determinants of a ﬁrm’s competitive advantage and performance. It has been suggested that inclusion of the RBV is a fruitful direction that would enrich the export management literature, focusing more on dynamic capabilities, considering the interactions between resources and capabilities and incorporating views from other academic areas. Furthermore, this perspective has been advocated as a fruitful direction for understanding the complex process of managing internationalization and export channels (Kaleka, 2012; Pinho & Prange, 2016). According to Accedo, et al., (2006), RBV originated and developed primarily in the field of general and strategic management; marketing, organization studies, and production and management. RBV is subjected to much terminological confusion, as little consensus exist with respect to which terms should be used to describe the theory itself.

Resource-based view (RBV) literature (Kaleka, 2011; Stoian, 2019; Elreta, 2019,) has at large considered ﬁrms’ export performance to be inﬂuenced by a proper combination of their own resources and capabilities. Increasing globalization and economic crisis have made it necessary for many small and medium-sized enterprises (SMEs) to internationalize their products or services, exporting being the more extended entry mode. However, usually SMEs have more difficulties than larger ﬁrms to access export resources and capabilities. Many SMEs face barriers to enter and to achieve successful performance in foreign markets. Cooperation between ﬁrms can provide them with resources to engage in internationalization of their activities. 
RBV suggests that, inter-organizational relationships can allow SMEs to gain accessibility to tangible and intangible resources that strengthen their current resource base, which will have positive impact on performance. Export activities are usually based on relationships between ﬁrms and foreign intermediaries and independent export channels are the most common exporting mode. The main advantages of this exporting mode are lower costs in investments than other modes and access to knowledge about foreign markets and customers, economies of scale, negotiation skills and specialization in products/markets beyond the reach of individual exporters (Ramon-Jeronimo, et al., 2019).

RBV theory is connected to the current study SMEs in the sense that inter-organizational relationships can allow SMEs to gain access and availability to tangible and intangible resources that strengthen their current resource base, which will positively impact on performance. However, SMEs are constrained and lack financial support from financial institutions, as a result there is no good relationship between them and financial providers. Such poor relationship affects development, economic growth as well as employment.

Capability Approach Theory
The capability approach is a widely influential theory in contemporary political philosophy, social justice, development studies, studies on poverty and inequality, and in public policy. It was formulated by Sen and further developed by Martha Nussbaum. Sen (1993) defines the capability of personas that which reflects the alternative combinations of functioning the person achieves and from which he/she can choose one collection. The distinguishing characteristic of the capability approach is its focus on what people are effectively able to do and to be, that is, their capabilities. ‘This leads to two important themes for human development as developed by Sen, namely, capabilities and functioning. 
Capabilities according to Sen are determined by the different lifestyles that an individual can choose. A capability is “a person’s ability to do valuable acts or to reach valuable states of being; it “represents the alternative combinations of things a person is able to door be” (Sen, 1993). Thus, capabilities represent various “combinations of functioning” (Sen, 1999). Capability is also asset of vectors of functioning, reflecting a person’s freedom to lead one type of life or another (Sen, 1995). These basic capabilities refer to the freedom to do some of the basic things necessary for one’s survival or to keep one out of poverty. Sen considers capabilities as a person’s abilities to do certain basic things, like meeting one’s nutritional requirements, and the ability to move and appear in public without being nervous. 

Palatty (2009) suggested that the relevance of a person’s capability, according to Sen, arises from two distinct but interrelated considerations. First, if the achieved functioning constitutes a person’s wellbeing, then the capability to achieve functioning will constitute the persons freedom, that is, the real opportunities (to achieve well-being). Capabilities refer to the notions of freedom and reflect the real opportunities people have to lead or achieve a certain level of life. Capabilities to be effective must take into consideration socio-cultural aspects that curtail the flourishing of humanity within society. 
The second connection between well-being and capability considers the direct form of producing achieved well-being depending on the capability to function. In this, the act of choosing may itself be a valuable part of living and a life of genuine choice with serious options may seem to be, for that reason, richer (Palatty, 2009).  Here, capabilities should enhance functioning within the society. Sen (2004) does not list out capabilities required in the society to realize human development. In respect to the current study, capability approach is relevant in the sense that wellbeing of the people or performance of SMEs depends on the capability of SMEs, financial institutions and TLED projects. Capabilities have influence to people’s opportunities through infrastructures and access to the finance.

Gender and Development Theory: Gender and development are an interdisciplinary field of research and applied study that implements a feminist approach to understanding and addressing the disparate impact that economic development and globalization have on people based upon their location, gender, class background and their socio-political identities (International Economic Development Council, 2018). Gender and development approach focuses on socially constructed differences between men and women, the need to challenge existing gender roles and relations and creation and effects of class differences on development (Tiehteu, 2006). 
Gender and development approach departs from women in development. However, Reeves and Baden (2000) pointed out that the women in development approach stresses the need for women to play a greater role in the development process. According to this perspective, women’s’ active involvement in policy making will lead to more successful policies overall. Thus, a dominant strand of thinking within Women in Development sought to link women issues with development, highlighting how such issues acted as impediments to economic growth. GAD focuses primarily on the gendered division of labor as a power embedded in institution (Razavi & Miller, 1995). This is a critique because GAD neglecting the bonds between Male and Female. To some extent connection GAD and WI, female owned SMEs are constrained and lack support. However, SMEs implements a feminist approach to understanding and addressing the disparate impact that economic development and globalization have on people based on their location, gender, class background and their socio-political identities.

2.4 Review of Empirical Literature

2.4.1 Constraints which SMEs Face as a Result of lack of Access to Credit 
A study conducted by Ackah & Vuvor (2011) revealed that, most SMEs are faced with lots of challenges in their operations; this was not different from the responses received from our target respondents. SMEs operators who took part in the study were however asked to rank the major constraint they face in operating and growing their businesses. Lack/inadequate access to finance (bank loans) were considered to be a major constraint as it recorded 75%. This means that among all the problems faced by SMEs in their operation ranging from competition, high utility tariffs, infrastructure among others, the participant SMEs saw the lack of credit facilities as the major constraint. 
According to them 74% of the participant ranked lack of finance as the major constraints to the growth of their business followed by high utility tariffs, which had 15%. Competition and infrastructure were ranked as the 3rd major constraint to the growth of SMEs with just 3% thinking that taxes also constrained their growth. Also revealed that, out of the 68 respondents sampled, 60% of them attributed their lack of access to bank loans or credit to their inability to provide the required security or collateral for the loans or credit being requested for and in situations where they are able to provide, it ends up to be inadequate Mason, (2011). The kind of banks operating in countries have limited interest in funding the SMEs sector most especially those seeking funds as start-up capital for their businesses due to risks associated with new businesses as it is known that 8 out of 10 new businesses fail within the first three years.

Latest developments in environmental issues have tended to create limitations to SMEs development in terms of legal requirements and complexities in compliance to changing regulations. They demand environmental-friendly technologies that are expensive, clear waste disposal techniques and systematized waste management. Furthermore, environmental law and regulations require environmental impact assessment and do impose penalties for non-compliancy to lay down regulations. All these require resources, which are not within the reach of SMEs. This is more compounded by the limited awareness of SME operators on the environmental issues (Tanzania Ministry of Industry and Trade, 2003 and SME development policy of Tanzania, 2002).

Banks are not adequately providing SMEs with capital in developing countries. There is large financing gap for SMEs in developing countries. The top five banks serving SMEs in non- OECD countries reach only 20% of formal micro enterprises and SMEs. (IFC, 2011) in Sub-Saharan Africa, this number is even lower, at 5%. Nearly 25% of SMEs in emerging markets have a loan but are financially constrained, and almost 60% do not have a loan overdraft, but need one. According to them, SMEs funding has deteriorated further during the 2008-2010 financial crisis (IFC, 2011). 

A study by ECG, (2014) on “Evaluating support to SMEs:  Rationale, challenges and opportunities” found that, SMEs face a greater constraint access to finance than large firms. Cited research suggests that, this was true even for high performance firms that should otherwise be attractive to finance. In general, it was noted that, industries that are highly dependent on external finance (a characteristic of SMEs) tend to develop faster in countries that are more financially developed. Being more dependent on external finance, and particularly bank lending, SMEs are more likely to be constrained by financial market failures and the high levels of risk aversion and funding costs characterized by, for example, the recent crisis.

Study conducted by De Ferranti & Ody, (2007) on “Beyond Microfinance: Getting Capital to Small and Medium Enterprises to Fuel Faster Development” revealed that, Banks incur higher administrative costs by lending to SMEs. The costs of lending to SMEs are relatively high, as loan sizes are small, and the transaction costs per loan are relatively constant. This reduces incentives for regular banks to lend them. There is difference in fees, interest rates and relative share of loans to SMEs for Africans and non-Africans. Study conducted by Beck, et al., (2008) on “Banking SMEs Around the World: Lending Practices, Business Models, Drivers and Obstacles” reveal that, unfavorable lending conditions for SMEs is generated by the higher costs, lack of skills and higher (perceived) risks of investment in SMEs translate into high interest rates and collateral requirements. 

2.4.2 Strategies used in Increasing Access to Finance to SMEs

Study by Ackah & Vuvor (2011) in Ghana revealed that, since finance is the major constraint to SMEs development and growth, various sources ought to be explored by these SMEs to run their businesses. It was revealed through the survey that, most of these SMEs depend mostly on external sources such as the banks, non bank financial institution, families and friends and also personal savings as the only internal source as alternative source of financing their businesses. Also, it revealed that, 37% and 46% of the funds are generated from personal savings and relatives and friend respectively with 12% of SMEs start-ups getting their finances from the banks. The reaming 6% get their funds from other sources.  This makes it extremely difficult for the SME sector to grow, thereby, hindering their growth just to stay afloat. In spite of these challenges, there is a strong desire among these SMEs to grow.

According to IFC (2013), in sub–Saharan African countries, micro retail program is comprised of IFC’s microfinance, mobile financial services and insurance products. All of these aim at increasing access to a diverse range of financial services for the poor. The microfinance program helps microfinance institutions strengthen institutional capacity and accelerate outreach. Mobile financial services program uses agent banking models and mobile technology to assist various types of institution such as mobile network operators, banks, microfinance institutions and payments system providers to increase scale and reach customers that were previously unbanked. 
In Cote d’lvore, the Partnership for Financial Inclusion signed 3 microfinance entities and launched its mobile financial services project. In Tanzania perspective, there was initiated an interoperability standards project with Bill and Mellinda Gates Foundation and the Financial Sector Deepening Trust. The partnership with IFC will help to bring responsible financial services to a significant number of people and SMEs in Sub- Saharan Africa. 

According to SIDO (2020), the Tanzania Local Enterprise Development (T-LED) project supports local SMEs to overcome existing barriers, particular attention is paid to additional challenges being faced by women-ledSMEs, in admittance growth markets in the extractive and agribusinesses sectors, while enhancing the quality and coordination of market-driven business development services. The project will be implemented in Tanzania in four regions: Mwanza, Iringa, Lindi and Mtwara. The national project partners include key Tanzanian institutions mandated with building the country’s SME sector: the Tanzania Chamber of Commerce, Industry and Agriculture (TCCIA), the Small Industries Development Organization (SIDO), and the Tanzania Women Chamber of Commerce (TWCC). The overall goal of the T-LED project is to enhance equitable and sustain economic growth and prosperity for women and men in Mtwara, Lindi, Mwanza and Iringa regions of Tanzania.

According to AfDB (2016), the African Development Bank approved a USD120m Line of Credit (LOC) for Tanzania to finance infrastructure and SME projects. The LOC is allocated to CRDB, the largest commercial bank in Tanzania, which supports various sectors such as power, manufacturing, agriculture and SMEs. AfDB indicates that, by leveraging CRDB’s branch network and agents, the LOC will increase lending to SMEs and women enterprises in both urban and rural areas to create more jobs and to promote inclusive growth for Tanzania’s economy. 
The LOC will also stimulate regional trade and promote regional integration through expanding capacity of the country’s port and airport, which in turn will stimulate tourism and government revenues. It has been revealed that, with its geographical location, peace, and political stability, the commitment of Tanzania to regional integration will position the country as a very important player in the economy of Africa in the near future. The African Development Bank (AfDB) has recently approved the 2016–2020 concessional resource assistance packages for Tanzania worth over USD1.1bn for infrastructure development and better governance. The loan will be used mainly to fund infrastructure projects in the transport and energy sectors to promote domestic and regional transport connectivity, while improving access to reliable, affordable and sustainable electricity.

According to Cole, et al., (2016) who conducted their study on Improving financial access for entrepreneurs in developing countries; evidence from a series of experiments with commercial bank loan officers revealed that, performance incentives affect screening effort that, loans officers facing pay for performance spend more time screening and exerting costly effort. Performance incentives affect lending decisions as monetary incentives exert a strong effect on lending decision and credit supply. Officers facing monetary sanctions on bad loans approved 10% points fewer loans than officers facing an origination bonus.
Study conducted by Bravo-Biosca, et al., (2016) on "What drives the dynamics of business growth?", revealed that, alternative financing instruments, including asset-based finance, alternative forms of debt, hybrid tools and equity instruments, offer opportunities to mitigate the SMEs’ financing gap and to serve the diverse needs of the SME population. In this regard, policies that help broaden the range of financing instruments available to SMEs and entrepreneurs can increase SMEs’ resilience to changing conditions in credit markets and improve their contribution to economic growth. Indeed, evidence shows that, industries that are more dependent on external finance grow relatively faster in countries with more developed financial markets and finance improves post-entry performance of firms, even when controlling for the size of entrants.

According to EU (2020) report on Internal Market, Industry, Entrepreneurship and SMEs: access to finance for SMEs, revealed the main initiatives by EU perspective as that, an action plan to improve access to finance for SMEs, recognizes that, Europe’s economic success depends on SMEs’ growth, but difficulty in getting finance is the main obstacle to that growth. Hence, the 2014 to 2020 programme for the Competitiveness of Enterprises and Small and Medium-Sized Enterprises (COSME) improves access to loans and equity finance for small business. Also, COSME financial instruments operate in conjunction with those of the Horizon 2020 Framework Programme for Research and Innovation (InnovFin-EU finance for innovation). In addition to that, start-ups and small businesses based in an EU country or Horizon 2020 associated country can receive EU funding and support for breakthrough innovation projects with market-creating potential as part of the Enhanced European Innovation Council (EIC)

2.4.3 Barriers that Impede SMEs to Access Credit

Stein, (2013), Small firms and individual borrow at high rates because of the high risks involved, as lenders do not have information on their credit behaviour, is the case to Tanzania. Poor infrastructure in Tanzania, including working premises, roads, cold rooms, warehouses, power, water and communication, adversely the development of the SMEs. Even where these services are available, the supply is unreliable and costly. Serviced land or business premises are in short supply in most of the cities and towns, especially for industrial use. Poor state of infrastructure leads to difficulties in attracts even local investors to rural areas where almost 80% of Tanzanians live. This has been an obstacle in promotion of SMEs especially in rural areas (Tanzania Ministry of Industry and Trade, 2003 and SME development policy of Tanzania, 2002).

SME operators in Tanzania have rather low business skills and seem not to embrace the importance of business education. On the other hand, the quality of training provided by existing business training institutions and costs involved has tended to be unattractive and unaffordable to the potential beneficiaries. Also, technological advancement and transfer are important aspects for SMEs development. SMEs have limited access to technological development partly because they lack relevant information. The problem is further compounded by the existence of industrial support institutions which are weak and operate in isolation without focusing on the actual requirements of the SME sector. Furthermore, technologies available are not disseminated to the potential clients. In addition, most SMEs cannot afford services provided by relevant institutions. As a result of the above, SMEs continue to hold on poor and obsolete technologies (Tanzania Ministry of Industry and Trade, 2003 and SME development policy of Tanzania, 2002).

A study conducted by EESC (2017) on “Assessment of the effectiveness of the EUSME policies2007-2015”revealed that, ME innovative performance is in decline; although Horizon 2020 allocates special funding for SMEs, this doesn’t solve problems with access to risk finance for innovation, reported SME interest in the programme is still insufficient, mainly because eligibility and application rules are still difficult to comply with; moreover, existing rules may possibly discourage SMEs to participate in viable consortia for the implementation of innovation projects. However, low proportion of SMEs are well informed about them, tailor-made approaches in their application are still rare and their provision is highly dependent on effective collaboration among financing institutions, intermediaries and final recipients; innovative non-lending financing channels such as private equity and venture capital are still under developed, in spite of the efforts devoted, which have led to some success. 
In addition to that, the number of exemption or simplification initiatives under the REFIT programme, is limited in view of the vast SME-related EU legislation; the outdated SME definition remains unaddressed; the SME test is applied partially and unevenly in Member States as it is still not obligatory; public consultations on impact assessments and roadmaps for the adoption of SME-relevant legislation are hampered by bureaucratic institutional language and inaccessibility in all EU languages; part of SMEs point to corruption as a serious problem that has a very adverse impact on their business. Also found that, the monitoring of EU SME policies progress is fragmented and weak. While SMEs’ business activities are comprehensively traced, the impact of EU support measures on these activities and to what extent changes in SME development can be attributed to these measures are not traced.
In addition, it found that, there is a communication gap between EU SME support mechanisms and their final addressees SMEs, with the majority of the latter being unaware of the existence of these support tools and networks. It is explained with poor popularization efforts, the inability of the vast majority of SMEs to find the right information, weak involvement from the official bodies of key local intermediaries at national and regional level specialized in working with SMEs (employers and SME associations), a lack of user-friendly and business-adapted needs approach in providing support. Most of the tools offered are too complex, unclear and bureaucratic in design and content to meet the needs of SMEs.

A study conducted by Neagu, (2016) on “the importance and role of small and medium-sized businesses” in Romania, found the difficult access to relevant information in markets (marketing researches, statistic researches and so on 28.04%). The difficult access at information regarding new technologies is 19.69%, while the difficulty to achieve new partners to cooperates in research-development activities 14.53%. Lack of credits from medium and long term regarding the evolution of sectors activities is 11.47% and the lack of adequate human resources is 11.03%.
ECG, (2014), revealed that, loan refusals for SMEs increased quite dramatically through the economic crisis in Europe, and that, the situation has been even worse for small firms with a high growth potential (“gazelles”). However, “not enough finance” was less often cited by respondents than the general economic outlook, limited demand and price competition as a factor likely to limit future growth.  Banks were cited as the most important source of finance, but leasing companies, trade credits and advanced payments were also often cited as finance sources. The most important criterion for SMEs in choosing a bank for a loan was an established client relationship. Other constraints include unfavourable linkages between large and small firms, lack of capacities or skills and institutional or regulatory failures. It was noted that, in emerging economies, there may be a lack of capacity not only among SMEs, but also within the financial institutions that are needed as intermediaries (ECG, 2014).

Study by OECD, (2010) on “SMEs, Entrepreneurship and Innovation” in Paris revealed that changes in entrepreneurial behaviour have significant consequences on levels of growth and innovation. Successful entrepreneurship and business growth require an expanded skill set to channel the complexities of today’s economies: from commercial (e.g., marketing and serving of new offers), to project management (e.g., logistics, organizations of events), financial (e.g., capital and cash flow management) and strategic thinking skills (e.g., building internal leadership, coordinating sets of actions to fulfil new strategic objectives).  
2.4.4 Strategies Used by SMEs to Overcome Barriers in Supporting SMEs.

IFC (2013) revealed that, financial infrastructures are the underlying foundation of the financial system including institution, information technologies and rules standards which enable financial intermediary. In sub–Saharan African countries, financial infrastructures program helps to strengthen these systems. The parliament of Malawi approved the Personal Property Security Bill following joint IFC and World Bank support. 
In Rwanda, Perspective enacted and gazette the revised secured transitions law in May 2013, the government of Ethiopia launched credit bureau program. In Tanzania, Perspective launched its credit reference databank with support of the IFC Africa Credit Bureau Program which provide to central banks, national bankers associations and other private sector stakeholders to help develop and implement credit information sharing system. In addition to that, secured lending program helps to set up collateral registries for movable property in order to facilitate financing to micro, small and medium-scale businesses. Moreover, on efficient securities, Markets institution development program (ESMID) is a joint IFC and World Bank program that supports the development of local non-government bond markets to improve financing for key sectors such as infrastructure, housing and microfinance.

Despite of various interventions aimed at improving the business environment in Tanzania, the legal and regulatory framework is bureaucratic, costly and centralized. These characteristics of the legal and regulatory environment affect all sizes of businesses adversely. However, SMEs are further constrained in this environment in comparison to larger businesses due to the disproportionately heavy costs of compliance arising from their size. As a result, most of informal enterprises have failed to formalize and micro enterprises have been unable to grow and graduate into Small and Medium Enterprises.  
The tax regime in Tanzania is also unfavorable for SMEs development. Taxes are many, rather high and collected by several authorities including Tanzania Revenue Authority and the Local Government Authorities. Furthermore, entrepreneurs are ignorant of tax matters and the cost of complying with tax regulations is considered high. Whereas, taxation of businesses is a necessity for national economic development, the present tax regime imposes a major burden on SMEs (Tanzania Ministry of Industry and Trade, 2003 and SME development policy of Tanzania, 2002).

Dalberg Analysis, (2011) on “Report on Support to SMEs in Developing Countries through Financial Intermediaries” found that, Banks have limited information, skills and regulatory support to engage in SME lending. There are a variety SME lending forms. Many forms, however, are difficult to implement in developing countries. The countries often have weak accounting standards, and the SMEs have little to no accurate financial statements on their revenues, profits and ability to pay. Dalberg survey showed that, the difficulty in establishing credit-worthiness was a key barrier, with 80% of banks stating challenges in this area. Lack of these skills can lead banks to shun the SME market in its entirety, and invest only in high-yielding sovereign government debt, or it can translate into inadequate risk management, leading to lower repayment rates and returns. Some recent initiatives, such as the IFC SME banking guide, are aimed at decreasing this skill gap (Dalberg Analysis, 2011).

Study conducted by Neagu, (2016) revealed that, SMEs from Romania focused more on innovation in 2013 than in 2012. So, in 2014 one of four SMEs focused to innovate according to the Evolution of innovative SMEs from Romania and amplification methods to performance innovations report.  Also, SMEs were carried out, in 2014, innovative actions referring to new products, new technologies, new management and marketing approaches, the modernization of IT system and human resource training. 
As far as the ways of achieving innovation in SMEs go, these are made by adaptation and modification of novelty elements initially developed by other organizations 43.86%, individual progress of research-development activities is 26.90%, the full takeover of novelties initially developed by other organizations is 24.78% and cooperation with other organizations on conducting activities of research-development activities is 4.46%. The main resources of financing in research-development investment and innovations from SMEs come from: their own resources 88.72%, loans and bank credits 12.43%, the European Union’s funds 1.53%, central public authorities’ funds 0.32% and from local authorities’ funds 0.13%. Study conducted by EESC (2017) on “assessment of the effectiveness of the EUSME policies 2007-2015” revealed that supporting competitiveness and innovation is one among initiatives. 

2.4.5 Experience of Women owned SMEs in Accessing Finance
Women are a significant part of the Tanzanian labor force and as such, any meaningful development effort must mainstream women. Unfortunately, they have less access to production resources such as land, credit and education due to cultural barriers. As such, it is clear that men and women stand on uneven ground of opportunities and thus the need for specific measures for promoting women entrepreneurship. The same applies to youth and people with disabilities. It is a fact that, there is a need to rectify the situation by enhancing their involvement in the economic activities through participation (Tanzania Ministry of Industry and Trade, 2003 and SME development policy of Tanzania, 2002).   

In Africa the first web-based collateral registry was officially launched in Ghana in May 2013 and clearly demonstrates the development impact that an improved financial infrastructure can have. The registry allows small-scale entrepreneurs to list movable property as collateral and since its soft launch in 2010, the Ghana Collateral Registry has facilitated $6 billion in financing through 45000 loans to more than 9000 SMEs and 30000 micro enterprises and individual entrepreneurs, including 7000 women IFC (2013). IFC advisory services a project promoting access to finance for SMEs in sub–Saharan Africa helping more than 30000 enterprises gain access to over $800 million in financing. 
The AMSME program has helped over 300 women entrepreneurs gain access to $27.5 million in financing IFC (2013). In 2013, IFC had a portfolio of 26 microfinance clients in sub–Saharan Africa, of which more than 75% were also supported by the Access to Finance Advisory Services Program. The partnership for financial inclusion signed three new client entities, which were Access Bank in Tanzania, FINCA in DRC and Urwego Opportunity Bank in Rwanda.  Also, there banking programs working directly with banks and institutions to strengthen their capacity to serve small and medium enterprises, low-income housing market, agricultural sector and women entrepreneurs. The Africa Micro, Small and Medium Enterprise Finance program, AMSME, support banks with finance and capacity building to help them better serve small clients. The Women in Business program (WiN) helps banks support and finance women entrepreneurs, IFC (2013).

2.5 Research Gap
From reviewing the literatures, it seems that most of the literatures have focused on strengthening SMEs and Entrepreneurship for Productivity and Inclusive Growth, Skills Development and Training in SMEs, The Missing Entrepreneurs, Policies for Self-employment and Entrepreneurship, Key Issues for Digital Transformation Evaluating support to SMEs. But fewer have focused on access to finance to SME’s, which would enable them to grow on adapting innovation by themselves (OECD 2018., EESC, 2017., Neagu, 2016., ECG, 2014., IFC,2011). 
This study aimed to assess the effectiveness of Tanzania Local Enterprise Development(T LED) project in supporting small and medium sized enterprises (SMEs), the case study area being in the southern highland hub (Iringa region). Methodologically, most employed qualitative approach is contrary to this study, which was both qualitative and quantitative. Therefore, a contextual gap and methodological gap is revealed.

2.6 Conceptual Framework
This conceptual framework is based on Sen's Capability approach theory. In respect to Capability theory, it reflects individuals’ freedom to different life style and opportunity to wellbeing. 

Opportunities equals capability equals functions (O=C=F)

Wellbeing equals capability equals functions (W=C=F)

Credit equals capability equals Functions(C=C=F)

Infrastructure equals Capability equals Functions (I=C=F)
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Figure 2.1: Conceptual Framework

Source: Theoretical framework, (2022).
CHAPTER THREE

RESEARCH METHODOLOGY
3.1 Socio-Economic Characteristics of the Case Study Area
This study was conducted in Iringa region, specifically at Mufindi district and Iringa Municipal. In Mufindi, the study was conducted in Mgodini, Lumwago and Upendo wards while Gangilonga, Mlandege, Kihesa and Kibwabwa were that of Municipal. The two districts have local authorities operating under their supervision. The region has the lowest growing population in Tanzania due to migration from this region to more urban areas such as Dar es Salaam and other places. Iringa region has a total population of 941,238 people (NBS, 2013). 

3.1.1 Generation of Income 
In respect to Occupation, residents of this region are divided into employed, self-employed and unemployed. Through these types of employment, they get income from trading, 22% from piece, casual or occasional jobs, 8% rely on others to give them money, 8% from salaries, 4% from providing services and 1.4% from pensions. The dominance of money trading in Iringa is a result of agricultural surplus and other trading activities. Iringa region is one of the nation’s leading producers of maize grain (staple food), beans, lumber, tobacco, and vegetables (Finscope Tanzania, 2017).

3.1.2 Main Types of Crops
Agriculture is the mainstay of Iringa's economy accounting for 85% of its GDP. Between 2008 and 2011, an average 345,000 hectares (1,330 sq mi) of land was cultivated for food crops annually. Maize is the dominant cereal with about 245,000 hectares (950 sq mi) of land devoted to it. Beans are second most grown food crop covering 56,000 hectares (220 sq mi). Cash crops take about 56,000.00 hectares with sunflower being the major among them. The industry in the region is mostly small scaled and largely located in the Iringa municipality. Food industry consists of tomatoes and chili processing, milk processing and grain milling (NBS, 2013; UNDP, 2014).

3.1.3 Climate Zone

According to (NBS, 2013), the region can be divided into three zones - highland, midland and lowland. The highland zone is towards the east of the region. This area experiences a rainy season between November and May with annual precipitation ranging from 500–1,500 mm (20–59 in). The period between June and September is cold and dry. The midland zone, in the central part of the region, lies at a height of 1,200–1,600 m (3,900–5,200 ft) above sea level and receives between 600–1,000 mm (24–39 in) of rain every year. Finally, the lowland zone, at a height of 900–1,200 m (3,000–3,900 ft) gets between 500–600 mm (20–24 in) of rain per annum (NBS, 2013).

               Figure 3.1 Map of Iringa Region

Source: Finscope, (2017).

The research design used in this study looks at the study and the kind of data to be collected. In the study, both qualitative and quantitative approach will be used. For the aim of gaining more picture of the problem studying and strengthening the credibility of my conclusions. Below are the research methods used in the study. 
3.2 Sampling Framework

This study employed two types of sampling procedures such as Stratified sampling procedure, which included Sector and individual respondents, Purposeful sampling procedure (sector) such like; The main aim of choosing this is due to the fact that, stratified purposeful sampling approach can lend credibility to a research study. When enough information is known to identify characteristics that may influence how the phenomenon is manifest, then it may make sense to use a stratified purposeful sampling approach.
3.2.1 Stratified Sampling

In this current study, the population was divided into five strata or groups, which were TLED volunteers and staffs, local project partners, government and SMEs. From each group, there was a sample representative as it described in Table 3.1. According to Sigh and Mangat, (1996), stratified sampling refers to the partitioning the population into groups, called strata, and then drawing a sample independently from each stratum. Stratification means that specific characteristics of individuals are represented in the sample and the sample reflects the true proportion of individuals with certain characteristics of the population. In this case, there are special characteristics of individuals in this study which were TLED volunteers and staffs, local project partners, government were the reflection.

3.2.2 Purposive Sampling Method

This study employed this technique purposively so as to get more information on the study through interview. Purposively information from Project Manager who have social information and who can not have adequate time for filling in the questionnaire, were selected as they were believed to have some useful information. This is justified by Lavrakas (2008) who assert that, purposive sample is referred to a judgmental or expert sample, and it is a type of non-probability sample. The main objective of a purposive sample is to produce a sample that can be logically assumed to be representative of the population. In this case the selection of project managers was by researchers’ judgments.

3.2.3 Sample Size

The study involved a total sample size of 73 respondents, which included 7 Project’sstaff,60 SMEs, 3 local partners and 6 government officials in Iringa Municipal, as seen in Table 3.1 Both probability (simple random sampling) and non-probability sampling (purposive sampling) were used. The data were collected through different techniques; Observation, Interviews, Questionnaires and Focused Group Discussions. Referring to the sample size below, the targeted group were in different groups, and that is why stratified sampling method was used in the study.
Table 3.1: Distribution of Respondent
	Targeted Group
	Estimated No.
	Sample Selected

	T LED Volunteers and Staff
	13
	7

	Local Project Partners
	12
	3

	Government 
	7
	3

	SMEs
	61
	60

	Total
	93
	73


Source: T LED Iringa Annual Report, 2018/19.

The study sampling error was minimized through randomized sample. Sampling errors can be eliminated when the sample size is increased and also by ensuring that the sample adequately represented the entire population.

3.3 Data Collection Sources
The study involved both primary and secondary data source because itwas so important and allow dissemination of accurate information and development of meaningful finding.

3.3.1 Secondary Data Sources
In respect to this study, data were extracted from different sources in order to come up with relevant conclusion and recommendations. Secondary data are information that already exists. In order to get previous and present information that helped the researcher in drawing meaningfully conclusions and recommendations, the researcher spent some time reviewing statistical data from different sources/records such as files, research reports, SMEs policy of Tanzania and other documents available. In valuable assistance, in terms of papers and reports was rendered by various staff at project office in Iringa, Newspapers, Internet facilities, and the SIDO-Iringa archive.

3.3.2 Primary Data Sources
These are information gathered directly from respondents. This was obtained through interview, questionnaires and observation.

3.3.2.1 House hold Quantitative Questionnaire Survey

The current study distributed total of 10 questionnaires, where all were completed and returned successfully. This was one among the tool for data collection, which involved respondents filling forms with questions regarding the research problems. In this study, the researcher used semi-structured questionnaires to collect data from project staff in Iringa Municipal. It is believed that, survey instruments or questionnaires ask questions in a standardized format that allows consistency and the ability to aggregate responses. However, in the current study, there are potential questions focused on the collection of qualitative and or quantitative data.

3.3.2.2 Participant Observation

This type of observation was the most convenience instrument of collecting information since it was used in following what was happening in the real situation. Through participation observation, the researcher was observing different activities conducted by project staffs and SMEs in order to observe the whole activities delivered by T LED Project to SMEs. Also, Researcher was observing activities, approaches and facilities employed during the exercise and the response of customers and attitudes towards the SMEs as activities were conducted within a place of study.  This method helped the researcher to obtain first-hand information, which had no bias from the respondents. The information was gathered by observing day-to-day activities.

3.4 Data Analysis

Data collection was based on two phases. Phase one was concerned with collecting quantitative in formation. On the other hand, the qualitative information was collected during phase two for validation and triangulation. Data collected from the research were analyzed on item-to-item basis. It was hoped that, data were gathered and re-arranged into much workable framework. The analysis of data involved the following techniques so that they were analyzable;
i. Editing: the information collected were edited to ensure that consistency is maintained by removing redundant data, filling of missing data completeness of data, substance and reliability data, also correct the entries present wrong position. 

ii. Coding: the information collected was coded by marking with some alphabets and numerals so that while sorting should be taken out by single search command. 

iii. Classification: the data collected were sorted so that to make the data analysis easy, also helps in making comparison and achieve the desired results as per specifications. 

iv. Tabulation: the classified data collected presented in the form of chart, tables and graph so that to present clearly and to the point whereby the table named to identify what the table presents, therefore it present simple, accurate and clear picture of the finding. 

The information collected were coded in order to allow easy analysis in the Statistical Package for Social Sciences (SPSS), and hence its presentation leading to valid inferences/conclusions with respect to the problem under investigation. After coding, the data were subjected for analysis into the SPSS version 12.  SPSS was among most widely used programs for statistical analysis in social science.  Market researchers, health researchers, survey companies, government, education researchers, marketing organizations and others used it. 

3.5 Ethical Considerations
The researcher considered a number of ethical issues including permissions that were asked and obtained from related authorities including the Open University of Tanzania. The researcher made sure that research clearance obtained from the office of the Directorate of Postgraduate Studies of the Open University of Tanzania. Names of respondents were not required in the research instrument and hence were not been used in the study. Information was obtained by the consent of respondents. On the other hand, the researcher in this study confidentially kept details on people’s personal incomes, trade secrets and banking details.

3.6 Limitations of the Study
The study used both secondary and primary data, hence I collected primary data and it was difficult to meet with the top management of T LED project as most of the decisions remade from the Headquarter in Dar-es salaam, also, the top management was hard to be reached as said that they are based in Dar es Salaam, and I didn’t have enough funds to travel to Dar es Salaam. But also,this was not a problem as even at the regional level there is a management that is capable in providing information and they are the ones implementing the project on ground. The provision of information was easy at the regional level where by volunteers and project’s staffs were cooperating fully with the researcher being their colleague in the organization. 

Another limitation was; the projects staffs have to conduct field visit, which hindered me to get full cooperation, as they had to handle other tasks. However, through the use of Focused Group Discussion to some of the SMEs, it was easier to get enough information and qualitative interview techniques allowed to probe the information. 
This study was conducted in Iringa region at Iringa Municipality where T LED Project offices are located. In Tanzania, specifically Iringa region, there are several projects’ offices due to agriculture activities held in southern highland, such as SAGCOT, Tunajali, Mbogana Matunda, Feed the Future, Care International etc. With these projects, it made the work of the researcher easier to interact and have information regarding the challenges the projects face in supporting SME. So,it was easy getting accurate and first-hand information from them.

CHAPTER FOUR

EMPIRICAL FINDINGS OF THE STUDY

4.1 Gender

Gender is considered in public as well as in private sector where both male and females are involved in economic, social and political. Male comprised of 51%, females are of 49%, while youth comprised of 21% (Finscope Tanzania, 2017).

4.2 General Statistics
The general information from the field has been described in Table 4.1. It has been shown that, there were 10 main constraints revealed by the respondents, 7 services were being offered, there were 4 institutions that were supporting SMEs, and 7 proposed strategies. Also, participation was divided into sex, whereby, 47 were male and 35 females respectively. Time management among the SMEs was a prevailing constrain. They could not keep time when they are supposed to attend meetings, trainings etc. Services offered by the project were Business Development Service (BDS), Creative services, Technological Innovation Fund and Linkages. The general statistics of the findings we're as follows;

Table 4.1: General Statistics
	Variables
	No. of Cases
	Total

	Main Constraints
	10
	10

	Services Offered
	7
	7

	Number of Institutions
	4
	4

	Number of Strategies
	7
	7

	Types of Business
	3
	3

	Sex
	M=47

F=35
	82


Source: Field Data, 2021
4.3 Barriers that Impede T LED Project in Increasing Access to Finance SMEs

Therewere10 barriers or constraints that found impeding (T LED Project) in supporting SMEs, these are shown in Table 4.2.
Table 4.2: List of Main Constraints
	S/N
	Main constraints in supporting SMEs
	Frequency
	%

	1
	Cancelling of meeting
	13
	15.85

	2
	 Inadequate information from SME
	10
	12.19

	3
	 Language problem
	8
	9.7

	4
	Negative altitudes
	9
	10.9

	5
	Not being engaged
	5
	6

	6
	Not cooperative
	6
	7.3

	7
	Not ready to be supported
	4
	4.8

	8
	 Distance, Organizing meetings
	5
	8

	9
	Poor time management
	14
	17

	10
	Readiness of the SMES
	8
	9.7

	Total: 
	82
	100


Source: Field Data, 2021
The information described in the table revealed that, there were constraints or barriers that imped T LED project access to finance some of the SMEs. Despite the fact that, there is a number of SMEs who got accessed finance but there are some other who did not get. The results have shown that, 16% claimed that cancelling of meeting was one amongst the obstacles, 17%blamed poor time management.

However, other constraints had small percentage; this included negative altitudes, language problem, inadequate information from SME, not being engaged, uncooperative and not unwillingness to be supported. Likewise, distance and organizing of meetings scored small percent contrary to 10% for the readiness of the SMEs. This indicates that, when one supporting SMEs, challenges are inevitable as a result of ineffectiveness T LED Projects.

The above study findings are connected to the study conducted by Neagu, (2016) who found out that, difficult access to relevant information was one of the barriers to TLED projects. However, the findings from the current study were contrary to EESC (2017) study which found that, a communication gap between SME support mechanisms and their final addressees SMEs was among the obstacles, and that, the majority were unaware of the existence of these support tools and networks. It is explained with poor popularization efforts, the inability of the vast majority of SMEs to find right information, weak involvement from the official bodies of key local intermediaries at national and regional levels specialized in working with SMEs (employers and SME associations), a lack of user-friendly and business-adapted needs approach in providing support. 

4.4 The Effectiveness of T LED Projects in increasing Access to Finance SMEs

4.4.1 Services Offered by the T LED Project to the SMEs

This study has identified 7 main services that were being offered by the TLED project to SMEs, these are described in Table 4.2 respectively.

Table 4.2: Services Offered by the T LED Project to the SMEs

	S/N
	Services
	Education
	Male
	Female

	1
	Business delivery service in finance
	University College Level
	2
	2.4%
	8
	9.7%

	2
	Market and business management
	University College Level
	3
	3.6%
	10
	12.2%

	3
	Access to finance
	Tertiary Education Level
	4
	4.8%
	6
	7.3%

	4
	Access to technology,
	Advanced diploma
	13
	15.8%
	4
	4.8%

	5
	Market linkages
	Primary level
	2
	2.4%
	7
	8.5%

	6
	Advisory in finance
	University College Level
	8
	9.7%
	4
	4.8%

	7
	Creative services
	University College Level
	3
	3.6%
	8
	9.7%


Source: Field Data, 2021
The description in the table above revealed that, business delivery service in finance were one among the services where female comprised a 10%, market and business management female were 12%, access to finance female 7.3%, access to technology female 5% while 15% are male with advanced diploma, market linkages female 9%, creative services male 10 %, and advisory in finance female 5%, where the dominants are female 57.3 % who headed SMEs, most of them are business owners with University degree. 

From these results, female dominance could also be attributed to the fact that until recently, whereby, most of the male population in Iringa due to their culture are not concentrating to work or owning business, instead women are the ones hardworking and family sole providers or bread winners. The study finding has shown that, the services were delivered based on tiers or levels of the business owned by the SMEs and to specific value chains, and to those who have already established the businesses, not the start-ups. While 60% of the SME’s supported were female-headed SME’s.

SMEs were choosing machines that they wanted depending on what they were producing. Then, 60% of the price of the machine was contributed by the T LED project and the 40% was paid by the SME’s. Also, there was access to Finance – A2F service, this service was offered mostly to women-led SMEs and to tier one, two and three. This service was open to any SMEs who fall under the value chain that T LED project was supporting on. Therefore, it was 100% offered to all SMEs. On the other hand, Business Development Services (BDS) were offered to all SMEs from all tiers, and now the project even offers to those who were not members of T LED project. In regards to sustainability of the project, there have been a T LED HUB, which offer BDS support to any SME, even those who just have the dream of becoming SMEs, but they do not know how to start their ideas. 

In respect to access to technology and creative services, as described in the table, it can be connected to the study which was conducted by OECD (2010) on “SMEs, Entrepreneurship and Innovation” in Paris, which reported that, some SMEs are at the productivity frontier and amongst the most innovative firms, jump starting entire new industries. These firms can exploit technological or commercial opportunities that have been neglected by larger companies and enable the commercialization of knowledge generated by research organizations. Start-ups are a key source of radical and disruptive innovations, especially in sectors such as software, nanotechnology, biotechnology and clean technologies, including through increased competitive pressure they put on incumbent firms. More broadly, SMEs are often an essential channel for the diffusion and adaptation of innovations to different contexts.

The results above on the effectiveness of TLED Projects in increasing access to finance SMEs, is through digital technology as it reported by OECD, (2018),who revealed that, digital technologies allow SMEs to improve market intelligence and access global markets and knowledge networks at relatively low cost. Digital transition facilitates the emergence of “born global” small businesses and provides new opportunities for SMEs to enhance their competitiveness in local and global markets through products or services innovations and improved production processes.

The study findings also were supported by OECD (2017), which reported that, digital transition opens a range of new opportunities for scaling up, and different forms of business growth are emerging. In essence of this, some companies are able to achieve a substantial scale without an important mass of employees or other tangible assets. “Lean start-ups” are emerging and leverage the Internet to lower costs and out sources many aspects of their businesses to stay agile and responsive to the market. 
4.4.2 SMEs Satisfaction with T LED Services Offered

The study findings revealed the levels of satisfactory among the beneficiaries in respect to those services offered by the T LED. The levels of satisfaction as presented in the Table 4.3 are categorized into five points of likert scale.

Table 4.3: SMEs Satisfaction with T LED Services Offered

	Services offered
	Strongly agree
	Agree
	Neutral
	Strongly disagree
	Disagree
	Did not receive

	TIF
	30
	5
	0
	0
	0
	59

	A2F
	24
	23
	0
	0
	0
	47

	Advisory
	53
	0
	6
	0
	0
	35

	Trainings
	53
	23
	1
	0
	0
	17

	Mentorships
	59
	0
	6
	0
	0
	29

	Market Linkage
	23
	18
	6
	0
	0
	47

	Business Reg
	23
	 0
	 0
	 0
	0
	71

	Regulatory Authority Certification
	17
	6
	 1
	0
	0
	70

	Creative Services
	53
	12
	6
	 0
	0
	23


Source: Field Data, 2021
Table 4.3 shows how the beneficiaries (SMEs) were satisfied with services offered by the T LED project. This means that, they were mostly satisfied with the TIF grant, which increased production and income growth to their businesses. Though, the number of SMEs who accessed TIF was low but it had a very big impact to the project and the SMEs as well. 

In respect to access to finance service, this service has got link with the TIF and market linkage because when you increase production and you get the market, actually you will need some fund to be able to meet the market demand. So, most of the SMEs were found themselves lacking funds to increase their production. Hence, they were connected to financial institutions to fund them hence being able to buy more raw materials to meet the market demand.

The other main factor which forced or pushed SMEs to enter the program included program that did not look at the education level. As long as you are an SME on agribusiness, you can join the program. But also, if the SME want to add value on agricultural products such as sunflower seeds to sunflower oil, can be able to enter in the program. Even value addition of groundnuts to peanut butter will join the program as well. And this exception was for only agribusiness SMEs, not other business which falls under other value chains. This factor matters a lot, as Iringa is an agricultural corridor.

Looking to all the above tables with different statics on different factors, such as services offered, considered also if people with low education level managed to get their business licensed or not, with regard to gender.  See the Table 4.4.
Table 4.4: People with Low Level of Education who Accessed the T LED Services
	Services offered onto their business
	Gender and the frequency

	
	Male
	Female

	Business Licence (Brella)
	60%
	40%

	TBS 
	30%
	5%

	Barcode
	30%
	5%


Source: Field Data, 2021
In connection to the above, institutions that provided grants to SMEs as in Table 4.5 shows, are Cuso, EMMAC, Mkombozi Bank, SIDO and TIF, responsibly.
Table 4.5: Institutions that Provided Access to finance SMEs

	Type of Business
	Types of Grants
	Institution
	Frequency
	%

	Food Processing
	 Finance, Advice
	Mkombozi Bank TIF,EMMAC,CUSO
	66
	80.4

	Beverage and Refreshments
	Finance, Advice
	Mkombozi Bank TIF,EMMAC,CUSO
	12
	14.6

	Composite making 
	Finance, Advice
	Mkombozi Bank TIF,EMMAC, CUSO 
	4
	4.8


Source: Field Data, 2021
SMEs in Iringa are falling in six major business categories. These were classified as food processing, agriculture, wood products, bakeries, refreshments and beverages, and poultry. The study indicated that 80% of respondents engaged in food processing industry, 15 % in beverages and refreshments, and 5 % in composite making.

4.4.3 Conditions to Finance to SMEs

The study identified six major conditions or criteria considered when the project is extending its support to SMEs.
Table 4.6: Support Conditions for SMEs Conditions for Extending Technological Innovation Fund to SME

	Support conditions criteria
	Conditions for extending criteria-

Institutional Capacity
	Frequency
	%

	Fall in one of value chains
	Ability to pay the loan 
	7
	28.0

	Entrepreneur
	Should have assets
	1
	4.0

	Having existing business
	 Annual turnover 
	10
	40.0

	Being open to our help
	Awareness that TLED don’t provide money
	1
	4.0

	Low income business
	Being registered
	2
	8.0

	Recruited with TLED
	Business plan 
	1
	4.0

	Should be in Tier 1-3
	Business potential
	1
	4.0

	Those with a small or medium business
	 Willingness
	1
	4.0

	Positivity of the SMEs
	Current capital
	1
	4.0

	SME that needs support
	 Aim 
	0
	0

	Lack of branding & marketing knowledge & materials
	Know TLED cannot provide capital
	0
	0

	Willingness
	 Business size
	0
	0

	
	Willingness of the SME
	0
	

	
	Services
	
	

	
	Ask for financial aid
	2
	8.0

	
	Make sure the keep records
	2
	8.0

	
	SMEs progress and expectation
	1
	4.0


Source: Field Data, 2021
Results in Table 4.6 show that, conditions to support SMEs included that. SMEs should fall under agribusiness value chains, have existing business for not less than one years and a business location. Although all conditions had equal weight, but the readiness to grow the business is the criteria which disqualified a lot of SMEs that do not comply. Value chain was the other criteria which mattered a lot and if the SMEs do not fall under agribusiness, was disqualified. Although the project’s targeted 60% of SMEs to be female led, the barriers were, cancelling of meeting, poor time management, negative altitudes, language problem, inadequate information from SME, not being engaged, not cooperative and not ready to be supported, distance, poor time management and reluctance to change. There were conditions for extending Technological Innovation Fund to SME. 
Results in Table 4.5 divided them into two categories, which were institutional capacity and services. These are business potential, ability to pay the loan, annual turnover, awareness that TLED don’t provide money, being registered, business plan, capacity, and current capital and records keeping. Also, if they ask for financial aid, aiming at knowing that, TLED do not provide capital, readiness, should have assets, SMEs progress and expectation, business size and willingness of the SME. This indicates that in order to extending Technological Innovation Fund to SME, one must meet the criteria effectively. 

The above study results were linked to OECD/EU, (2015) that, entrepreneurial opportunities represent an important vector for economic and social participation and upward mobility by allowing disadvantaged or marginalized groups, including young people, women, seniors, migrants, ethnic minorities and the disabled, to participate in the economy. OECD work on inclusive entrepreneurship, shows that, while these social groups are heterogeneous, their members typically face specific barriers to business creation. 
Increasing entrepreneurship among these groups, as well as improving the quality of their business start-ups, represents an opportunity to increase participation in the labor market and boost productivity. While most countries in the OECD area show gender gaps in the perception of barriers to setting up a business, recent evidence suggests that, in most countries, despite these gaps, women feel as confident as men about their business and its future once it is up and running (OECD, 2018).

Also, the study findings linked to Calvino, et al., (2016) who conducted a study on "No Country for Young Firms? Start-up Dynamics and National Policies" in Paris, found that, start-ups and SMEs are typically more dependent than large companies on their business ecosystem and, due to their internal constraints, are more vulnerable to market failures, policy inefficiencies and inconsistencies, which may arise in different areas of policy, or result from the interaction of regulatory and policy approaches across different areas. 

On the other hand, the above study results were supported by Milde, (2008), who revealed that, banks sometimes charge more than150% of the loan amount in collateral, and interest rates might be 5 to 6% higher than in the rest of the world. Financial constraints are greatest in low-income countries. The World Bank Enterprise Surveys reveal that, for example, in low-income countries, on average, 43% of businesses with 20 to 99 employees rate access to finance or cost of finance as a major constraint to their operations. In high-income countries, only 11% of businesses of the same size rate access to finance as a constraint. According to the IFC, the total financing gap for formal SMEs outside the high-income OECD countries is indicatively and preliminary estimated to be potentially as high as US$700-850 billion (IFC, 2011).

In addition to that, the results were supported by the study which was conducted by De Ferranti and Ody, (2007), on “Beyond Microfinance: Getting Capital to Small and Medium Enterprises to Fuel Faster Development” which revealed that banks incur higher administrative costs by lending to SMEs. The costs of lending to SMEs are relatively high, as loan sizes are small, and the transaction costs per loan are relatively constant. This reduces incentives for regular banks to lend them. There is difference in fees, interest rates and relative share of loans to SMEs for African and non-African.

Concerning the conditions for extending Technological Innovation Fund to SMEs, results links to Neagu, (2016), shows that, SMEs focused more on innovation. SMEs were focused to innovate according to the Evolution of innovative SMEs from Romania and amplification methods to performance innovations report.  Also, SMEs were carried out, in 2014, innovative actions referring to new products, new technologies, new management and marketing approach, the modernization of IT system and human resource training. As far as ways of achieving innovation in SMEs go, these are made by: adaptation and modification of novelty elements initially developed by other organizations, individual progress of research-development activities and cooperation with other organizations on conducting activities of research-development activities.

Also, the results are supported by EESC (2017), on “assessment of the effectiveness of the EUSME policies 2007-2015” revealed that, supporting competitiveness and innovation is one among initiatives that led to effectiveness. Also, it reveals that, entrepreneurship is still not thoroughly incorporated into the national education systems of member states; teachers’ training in entrepreneurship is sporadic and mostly associated with several projects. Another supporting empirical study was conducted by OECD, (2010) on “SMEs, Entrepreneurship and Innovation” in Paris, revealed that, changes in entrepreneurial behavior have significant consequences on levels of growth and innovation. Provision of key support networks; the abundance of support networks doesn’t result in the expected quality of information provided; structure, content and design are not user-friendly, a bureaucratic approach in information provision is common; language barriers are common as information is mostly provided only in English (EESC, 2017).
4.5 Strategies to Overcome Barriers 
There are seven strategies that are effective for overcoming barriers. These are described in Table 4.7.
Table 4.7: Strategies to Overcome Barriers
	SN
	Strategies

	1
	Organization of Meeting

	2
	Adequate information from SME

	3
	Language translation

	4
	Provision of Education to SMEs

	5
	Strengthening Cooperation

	6
	Adoption of new technology

	7
	Provision of various Training


Source: Field Data, 2021
The strategies to overcome barriers included; to organize meeting without cancelling them, stressing on acquisition of adequate information from SME, to translate the language so as to be understood to all, people should be edified into positive altitudes, strengthening cooperation, SMEs to be educated on being ready to be supported, distance obstacle to be overcome through use of technology (internet), training on time management, SMEs are educated  to be ready to change, set up  of appointments, assisting SMEs so as to overcome poverty, services to be  more clear.
The above findings were linked to Neagu, (2016), who stressed on innovation technologies, the modernization of the IT system and human resource training. As far as the ways of achieving innovation in SMEs go, these are made by adaptation and modification of novelty elements initially developed by other organizations. Also, the results are supported by Bravo-Biosca, et al., (2016), that, alternative financing instruments, including asset-based finance, alternative forms of debt, hybrid tools and equity instruments, offer opportunities to mitigate the SME financing gap and to serve the diverse needs of the SME population. 
CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECCOMMENDATIONS

5.1 Summary 

The study findings showing the effectiveness of the T LED project in supporting SMEs. The project had different inputs such as services (BDS services, Financial and Market linkage, and Technology) if they were effective and efficiently used to meet the expected outcome. The participants involved in the study are, SMEs who are based in Iringa, project volunteers, project staffs, project partners (Small Industrial Development Organizations – SIDO, Tanzania Women Chamber of Commerce-TWCC, and Tanzania Chamber of Commerce, Industry and Agriculture-TCCIA). And below is what are the conclusions, which the study came with, and the recommendations.
5.2 Conclusions
Generally, basing on the finding it can be concluded that there are barriers that impede T LED Project in increasing access to finance SMEs. Also, there are some effective services offered by the T LED project in supporting SMEs. On the other hand, it can be concluded that there are initiatives taken to overcome the barriers. Specifically, in respect to barriers that impedes T LED Project in supporting SMEs, there cancelling of meeting, poor time management, negative altitudes, language problem, inadequate information from SME, not being engaged, not cooperative and not ready to be supported. 
Also, distance, organizing meetings, poor time management, readiness of the SMES, reluctant to change, set up appointments, SMEs are poor and SMEs are poor. This study concludes that, the identified services offered by the T LED project to SMEs includes; business delivery service in finance, market and business management, access to finance, access to technology, market linkages, creative services, and advisory in finance, market and business management. Also, concludes that, the services were delivered based on tiers or levels of the business owned by the SMEs, to specific value chains, and to those who have already established their businesses, not start-ups. In addition to that, most of the SME’s supported were women-led SME’s.
Concerning Technological Innovation Fund (TIF), the study concludes that grant offered to the SME’s fall under tier one and two. The SME choose the machines they needed, depending on what they are producing. Also, large percent of the price of the machine is contributed by the T LED project and the other percent is paid by SMEs themselves. Moreover, the study concludes that, there are six major conditions or criteria which are being considered when the project is extending its support to SMEs, these includes the SMEs should fall under agribusiness value chains, have existing business for not less than one years and having a business location. Although all conditions had equal weight, but readiness to grow the business is the criteria which disqualified a lot of SMEs who didn’t comply, and value chain was the other criteria which mattered a lot and if the SMEs does not fall under agribusiness, was disqualified.

Also, SME sector in Tanzania has limited access to finance due to the fact that, the sector is perceived being high risky, inability of SME operators to fulfil collateral requirements, most banks do not operate an SMEs financing window, some of the banks operate in limited geographical areas, inexperience of bank staffs in issues related to micro-finance, lack of a guarantee scheme to back-up banks financing SMEs, high cost of screening and administering small loans spread over big areas and inabilities of borrowers to prepare and present applications that meet bank's requirements. 
Conditions for extending Technological Innovation Fund to SME included; business potential, ability to pay the loan, annual turnover, awareness that TLED don’t provide money, being registered, having a business plan, capacity, current capital and records keeping. Also, if they ask for financial aid, aim, know TLED cannot provide capital, readiness, should have assets, SMEs progress and expectation, business size and willingness of the SME. Therefore, for effectiveness of extending technological innovation fund to SME, these criteria are to be met
Finally, there are strategies in order to overcome barriers, these includes organizing meeting without cancelling them, stressing acquisition of adequate information from SME, the language to be translated so as to be understood to all, people being edified into positive altitudes, and strengthening cooperation. Also, SMEs should be educated on being ready to be supported, distance obstacle to be overcome through the use of technology (internet), training on time management and tp ensure SMEs are educated to be ready to change. Other strategies include, set up of appointments, assisting SMEs so as to overcome poverty and services to be clearer. 

5.3 Recommendations

The study recommends that Tanzania Local Enterprise Development (T LED) Project should continuously support SMEs in different aspects and help them to improve their business knowledge, experience, competencies, skills and attitudes of their customers to meet the ever-changing demands of their business. Towards meeting this objective, SME support should be viewed as pivotal to the sustainability and efficient operations of their business and overall economy, hence the need for continuous support to SMEs is of huge important. 

The findings of this study suggest that projects in Tanzania are engaging with the SME area because of its attractiveness, despite some key constraints. In order to ensure that this trend continues uninterrupted, strong Public Private Partnerships (PPP) performance and a stable and consistent non-state actor’s framework have been identified as important considerations. It is also important that projects in Tanzania should continue their efforts to modernize their M&E systems which will easily track project progress if its implementation is within the targets or far behind. Also, it important to enhance competition and innovation to promote alternative actor’s solutions to better serve the SME segment. Reforming the legal and regulatory environment, might contribute to increase project’s involvement with SMEs.

The first area of intervention might be the legal framework for projects implementer’s rights. Efficiency of courts and issues surrounding the definition of donor funded projects has been listed as important constraints to development of the SME. Targeted interventions on the relevant legislation might contribute to speed up enforcement procedures and improve the efficiency of the judiciary. Finally, government might explore the possibility of introducing a simplified company registration process, which takes into consideration the peculiarities of SMEs compared to larger companies. There is also room for optimizing the role of the governments in the Tanzania’s current government programs in the SME space are perceived as generally, insufficiency in supporting the growth of the market. This might be due to lack of consistency. The government might therefore, consider introducing a dedicated and organic SME policy to boost this segment. A first start, it should be the adoption of a uniform definition of SME. 

A second area of intervention might include the prolongation of the project durations. A project like T LED should have long life span or duration due to its various services offered to the SMEs. Some of the services need long time support from the projects, as from our case, Technological Innovation Funds (TIF) needs longer time of project support as the outcome of the machines increases production, and if production increases, then it will need the access of market, improve products quality and jobs creation. All of these might sometime hinder the SMEs growth as are becoming the new challenges to them. The same applies when SMEs accesses finance, it will be a burden if the SMEs do not have enough knowledge on how to keep financial records and hence fail to return the loans. In this respect, an assessment of their value is to be at least projects of even ten years where the SMEs can be able to stand-alone.   

Also, a better understanding of the SME sector and the implementation of measures aimed at addressing some of their intrinsic weaknesses should be a further policy priority. Given the crucial importance attributed by projects to SME-specific constraints, priority might be given for example to the collection of statistics and data on their characteristics in order to better understand the demand-side perspective, which is equally important in the development of the SME growth. Measures in this domain might include the scaling up of capacity building programs and the introduction of incentives for SMEs to formalize. 
Also, for the hub to be run by the government, it was supposed to be introduced in the first year of the project implementation phase, but introducing the hub at the fourth year for the five-year project is not advised. Currently, the hub is well established, but the time is not enough to encourage SMEs on using it, also, SIDO who will be the ones running it. There was supposed to be at least two more years for avoiding the SIDO T LED Hub being a “white standing elephant”.

5.4 Study Implications

This study may have important implications for practice. The findings may point to negative reactions toward SME opportunities being insufficient, and infrequent in terms of obtaining high levels of outcomes. Therefore, the findings would help projects management and government to address this issue of effectiveness of projects in supporting SMEs in Tanzania for which may lead to higher levels of SMEs outcomes in the in future.

This study also established that, enhancing the SMEs competencies in their business places strongly depends upon the environment of a given firm. This implies that, projects and other stakeholder’s management should be committed towards supporting SMEs’ training categories with equitable provision being made within the spirit of equal opportunity for all SMEs, while the government gives fully support to the stakeholders, and removes all the barriers or ease the policies that act as great wall for projects to support fully the SMEs. Since there has neither been a comprehensive policy to guide an appropriate implementation of SMEs program nor adequate efforts to make them aware of its function, then the HR department should strive to design an effective policy and involve all respective employees in its implementation. This will help to reduce the growing negative attitude towards the function.  

An assessment of the SME sector has shown that, it is facing constraints that need to be addressed adequately through this policy. Given the importance of the sector and the need to transform it to a vibrant and dynamic one, it is crucial to put in place strategies that will facilitate the removal of those constraints so that it can attain the desired vision and identified objectives. In the SME Development Policy, strategies have been identified focusing on areas that have maximum impact on the sector. The major areas of focus include: creation of the enabling business environment, developing the infrastructure, strengthening financial and non-financial services and establishing and strengthening institutions supportive to SME development. In this policy, problems are identified, government statements are articulated and appropriate strategies are specified. 

i. The government should enhance implementation of programs aimed at simplification and rationalization of procedures and regulations so as to encourage compliance and minimize transaction cost in Government Support Programs for SMEs:  

ii. Evaluate government support program to determine their contribution and to fine-tune them in order to better attain their intended objectives;
iii. Assess how such programs could support capacity-building activities for SMEs (i.e. financial literacy, business skill training etc.) and promote development of new SME financing instruments (i.e. factoring, risk capital etc.); and
iv. Design incentives for SMEs to formalize (e.g. simplification of tax policy/ administration, relevant labor and social security regulations, procedures/cost of inscription in commercial registries etc.).
v. Analyze and further streamline existing inter-institutional coordination of policies geared towards the SME market

vi. Legal and Contractual Framework:
a. Review and reform the legal framework for secured lending by consolidating diverse and overlapping legislation to enhance the ability of SMEs to pledge moveable property as collateral.

b. Continue to improve the general framework for creditor rights and insolvency proceedings by strengthening enforcement procedures and registry systems

vii. The government should continue to improve the physical infrastructures and provision of utilities in collaboration with local authorities, private sector and development partners.

viii. The government should promote entrepreneurship development through facilitating improved access of SMEs to financial and non-financial services.

ix. Financial Sector Regulations: The government should assess the effects of the interest rate ceiling on SMEs’ access to credits, and as a source of legal and regulatory uncertainty for credit institutions

x. The government should facilitate and support programs aimed at increasing access of information pertinent to the development of SMEs.

xi. The government should facilitate acquisition and adaptation of technologies as well as enhance networking between R&D institutions and SMEs in a bid to upgrade technologies so as to raise productivity and competitiveness of the sector. 

xii. The government must be committed to facilitating support program aimed at improving SMEs‟ access to market.

xiii. The government should enhance financial reforms aimed at further liberalization of the financial sector and the creation of financial intermediaries to cater for SMEs strategies:

xiv. The government should facilitate strengthening of institutions and associations supporting the SME sector.

xv. Statistics & Data Collection on SMEs

a. Unbundle SMEs from micro enterprises in official statistics

b. Improve periodic data collection on SMEs in order to identify their characteristics (size, economic sector, region, financial performance, contribution to employment and GDP, informalities.) and to better understand the demand-side perspective.

c. Expand SME definition to include annual turnover as a criterion.
xvi. Analyze and further streamline existing inter-institutional coordination of policies geared towards the SME market.
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APPENDICES

Appendix I: Questionnaire for Volunteers

ASSESSMENT OF THE EFFECTIVENESS OF TANZANIA LOCAL ENTERPRISE DEVELOPMENT (T LED) PROJECT IN SUPPORTING SMALL AND MEDIUM SIZED ENTERPRISES (Smes).THE CASE OF T LED PROJECTS IN SOUTHERN HIGHLAND HUB (IRINGA REGION)
This is a research being conducted in partial fulfilment of the requirement for the award of Masters of Arts in Monitoring and Evaluation (MA M&E). Respondents are assured of confidentiality and anonymity of the information they provide. They are further assured that any information they provide is purely for academic purposes.  

Gender: Female 
 Male 

Staff 
      Volunteer 

1 .How long have you been in T LED Project? 

a) Less than 2 years   (    ) 

b) 3 years                    (    ) 

c) 4 years                     (    )  

d) 5 years                   (     )  

2. Which services/ support do you offer your SME? Please tick the service you offer.

a) Advisory – Financial Advisory (    ), and Marketing Advisory (   ).

b) Trainings – Financial Training (  ), and Marketing Training (   ).  

c) Creative Services - Branding and Graphic and design      (     )  

d) Linkages – Market Linkages and Regulatory bodies (     )  

e) Access to Finance (  ) 

f) Access to Technology (Technological Innovation Fund) 

g) Others Specify ……………………………………….

3. Which Criteria do you consider for an SME to be T LED Member or receive your service?

a) ………………………………………….

b) ……………………………………………..

c) ………………………………………………..

d) …………………………………………………

4. From which Value chain does T LED SMEs fall in?

a)……………………………………………….

b)……………………………………………………

c)……………………………………………………….

d)……………………………………………………….

5. How is your relationship with your SMEs?  

a) Good                       (   )  

b) Poor                        (   )

c) Very good               (   )  

d) Excellent                 (  )  

 6. What conditions do you consider when linking SME with Financial Institutions? 

a) ……………………………………….

b) ………………………………………….

c) ………………………………………….

d) ……………………………………………

7. What are the conditions do you consider when giving out TIF Grant to SME?

a) ………………………………………………

b)…………………………………………………………..

c) ………………………………………………………………

d)………………………………………………………………..

8. What has been the major challenge when supporting SMEs? 

a) …………………………………………

b) …………………………………………  

c) ………………………………………….  

d) …………………………………………  

9. Provide the names of at least five major SMEs that you have supported them.  

a) ………………………………………….  

b) ………………………………………….  

c) ………………………………………….  

d) …………………………………………. 

10. How do you categorize your SMEs?

a)…………………….. b)……………………………c) ……………………………
11. What steps do T LED project takes to make the service provided to SMEs sustainable?

a) ……………………………………………….

b) ……………………………………………….

c) ………………………………………………..

12. Do you think T LED Project should have funds for phase two? 

YES ……. No ……….

13. What recommendations would you like to give which you believe would be a solution to the challenges when supporting SMEs. 

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

Thank you for your time

Appendix II: Small and Medium Size Entrepreneurs’ Questionnaire

ASSESSMENT OF THE EFFECTIVENESS OF TANZANIA LOCAL ENTERPRISE DEVELOPMENT (TLED) PROJECT IN SUPPORTING SMALL AND MEDIUM SIZED ENTERPRISES (SMEs). THE CASE OF TLED PROJECTS IN SOUTHERN HIGHLAND HUB (IRINGA REGION)
This is a research being conducted in partial fulfillment of the requirement for the award of Masters of Arts in Monitoring and Evaluation (MA. M&E). Respondents are assured of confidentiality and anonymity of the information they provide. They are further assured that any information they provide is purely for academic purposes.  

 Gender: Male ………….,    Female ……………. 

Tier: ………..                       Value Chain: …………………

Instructions: Please kindly tick in the boxes provided or write in the spaces provided your responses.

1. Identify the sector that represents the main activity of your business  

a) Food processing industry [ ]

b) Bakery industry [ ]

c) Wood products industry [ ]

d) Poultry [ ]

e) Beverages 

Other, Specify ……………………………

 2. Have you registered your business?  a) Yes [   ] b) No [    ]  

 3. If your answer to question 2 is “yes,” what is the legal status of your business? (Check one only) 

a) Private limited liability companies [ ]

b) Sole proprietorship [ ]

c) Private Partnership [ ]

4. How old is your firm?  

a) 2 years or less [  ]

b) 3 and 5 years [  ]

c) 6 and 10 years [  ]

d) 11 years and above [  ]

5. for how long has your firm started being the T LED Member? 

 a) 2 year or less [    ]

b) 3 years [    ]

c) 4 years [    ]

d) 5 years [    ]

6. Are you T LED Beneficiary? Yes [   ] b) No [ ]  

7. Which Service have you received from T LED Project?

a) Advisory – Financial Advisory (    ), and Marketing Advisory (   ).

b) Trainings – Financial Training (  ), and Marketing Training (   ).  

c) Creative Services - Branding and Graphic and design      (     )  

d) Linkages – Market Linkages and Regulatory bodies (     )  

e) Access to Finance (    ) 

f) Access to Technology (Technological Innovation Fund - TIF) 

g) Others Specify ……………………………………….

8. If you received Access to Finance, from which institution did you received access to finance?

a)……………………………….. b) …………………… c) …………………………
 9. How did the fund develop your business? 

a)……………………….. b)………………………… c) ……………………………
10. If you received the TIF, how did it develop your business?

a)…………………………… b)…………………………….. c) ……………………
11. How did the Business Delivery Services helped grow your business.

…………………………………………………………………………………

…………………………………………………………………………………..  

12. Is there a need of continue having T LED project for supporting our businesses? 

 a) Yes [ ] b) No [ ]  

c) Don’t know [ ]

If Yes why? ………………………………………………………………

And if no why? ………………………………………………………….

11. How satisfied are you with the T LED Services offered? Tick in the box where appropriate.

	Services offered
	Strongly agree
	Agree
	Neutral
	Strongly disagree
	Disagree
	Did not receive

	TIF
	
	
	
	
	
	

	A2F
	
	
	
	
	
	

	Advisory
	
	
	
	
	
	

	Trainings
	
	
	
	
	
	

	Mentorship
	
	
	
	
	
	

	Market Linkage
	
	
	
	
	
	

	Business Reg.
	
	
	
	
	
	

	Regulatory Authority Certification
	
	
	
	
	
	

	Creative Services 
	
	
	
	
	
	


Thank you for your time ……………………………………………………

Appendix III: Focus Group Discussion
ASSESSMENT OF THE EFFECTIVENESS OF TANZANIA LOCAL ENTERPRISE DEVELOPMENT (T LED) PROJECT IN SUPPORTING SMALL AND MEDIUM SIZED ENTERPRISES (SMEs). THE CASE OF T LED PROJECTS IN SOUTHERN HIGHLAND HUB (IRINGA REGION)
Interview Place………Date……..Time started…………finished………………… 

1. Are you aware of Services delivered to Small and medium size enterprises? 

2. Can you mention any services provided by T LED Project to SMEs? 

3. Did you participate in any of the T LED packages? Such as BDS Creative Services and etc.?

4. What is the contribution of T LED Project to the growth and development of SMEs? 

5. What are the barrier in Supporting SMEs? 

6. What do you think are initiative to be taken by the government and policy makers to make effective supporting of SMEs?

………………………………………………………………………………….……
Thanks for your time……………………………………………………………..
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