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ABSTRACT
The objective of the study was to determine influence of group based borrower qualities on business performance of Rural Based Micro, Small and Medium Enterprises (MSMEs) in Kagera region Tanzania. The Study was guided by the theory of Group Based Micro-financing (GBM) model. Data were collected using a structured questionnaire from 279 group based borrowers of two commercial banks and two microfinance institutions (MFIs). Multiple Linear Regression Analysis (MLRA) was conducted to estimate the influence of group based micro-financing model on business performance of rural based MSMEs. The study found out that group based micro-financial services and borrower qualities had significant positive influences on business performance of rural based MSMEs in Kagera region. On the other hand nonfinancial services had insignificant positive influence on business performance of rural based MSMEs. Mandatory loan servicing costs and transaction costs had significant negative influences on business performance of rural based MSMEs. Furthermore, the study findings confirmed that group based micro-financing (GBM) model in general had significant positive influenced on business performance of rural based MSMEs in Kagera region. Conclusively, these findings imply that the Model was essential and a panacea for the rural poor. It is therefore recommended that the model should be promoted among the rural poor as the impoverished with no loan securities can easily access collateral free loans and engage in businesses and thus improve their livelihoods.
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CHAPTER ONE
INTRODUCTION

1.1 Background Information
The establishment of microfinance institutions (MFIs) all over the world was regarded as a tool for fighting poverty among the poor, both in rural and urban areas (Bayai, 2017; see also Cull & Morduch, 2017; Donou-Adonsou, & Sylwester, 2017; Mutua et al., 2020). Micro-financing poor communities intends to enable the impoverished families sustain livelihoods by meeting basic needs such as better shelters (houses), clothes, food, education for children, etc. In rural areas microfinance is a movement whose goal is a world in which as many poor and near-poor households as possible have permanent access to an appropriate range of high quality micro-financial services, including not just credit but also savings, training, insurance and fund transfers (Donou-Adonsou & Sylwester, 2016).
Financial exclusion of the poor practiced by most commercial banks had increased the number of low income people depending much on group based micro-financing (GBM) model all over the world (Rahman et al., 2019). According to banks and other financial institutions (FIs), it is risky to loan poor people because are regarded as non-capable of pledging loan securities or repaying back the loans (Rahman et al., 2019). As a result of aforesaid problems poor people particularly those in rural areas have found themselves entangled in a massive poverty basket due to lack of capital (Rahman et al., 2019; Cull &Morduch, 2017). The situation was worse for the rural poor because could not use their farms or houses as loan securities due to lack of title deeds (Rahman et al., 2019). An increase of low-income people who were typically excluded from traditional banking systems triggered off demand for group based microfinance services to the poor all over the world (Cull & Morduch, 2017; Rahman & Khan, 2019). Because of the presence of high number of rural and urban poor with no securities to pledge for loans commercial banks saw it as an opportunity for establishing group based microfinance windows within their institutions (Donou-Adonsou & Sylwester, 2016). Through continuous provision of group based microfinance services the world has witnessed significant changes in the living condition, psychology, and expectations among the impoverished in developed and developing countries across the world (Sharma et al., 2017). 
Because of these changes in the lives of poor people group based microfinance services seemed to play an important role in financial sector and economic development, particularly those in rural areas (Sfhea et al., 2017). In Tanzania the need for group based microfinance services is high as more than half of the country population is still excluded from traditional banking systems due to lack of loan securities (Refera, 2020). Researches done in India and Kenya showed that due to high costs associated with microfinance administration, staff training, small size loans sanctioning with shorter maturity periods to great extent affected microfinance institutions (Jaffery & Mamoon, 2017). As a result of these challenges and learnt experiences from India and Bangladesh resulting from “small size loans offering” most MFIs changed their loan offering models to the poor (Jana et al., 2018). That is, instead of offering individual based loans with fewer intermediations and less transaction costs most MFIs insist on giving group based loans (GBM) with a number of intermediations and high transaction costs that are borne by borrowers (Sharma et al., 2017; Sfhea et al., 2017). Group based microfinance (GBM) specifically refers to arrangements by individuals without collaterals who get together and form groups with the aim of obtaining loan(s) from lenders (Rahman et al., 2019; Sfhea et al., 2017). The special feature is that loans are made individually to group members, but all in a group shoulder the consequences if any member runs into severe repayment difficulties (Sfhea et al., 2017; Simmons & Tantisantiwong, 2018).  
Conclusively, group based micro-financing model all over the world satisfies the following conditions:  A loan is extended to an individual group member and an individual does not need to provide guarantee (collateral); (b) A group is a guarantor of individual sanctioned loan(s); (c) All group members take the liability of repaying the loan if a loaned member fails to repay or defaults; (d) All group members are responsible for monitoring or supervising each other’s businesses; (e) If the earlier loans sanctioned to group members are fully and timely repaid the amount of next loans to members is increased, etc. (Simmons & Tantisantiwong, 2018).
1.2 Research Problem Statement
Following on-going debate among scholars and researchers all over the world on actual influence of group based micro-financing model on business performance of rural based Micro, Small and Medium sized Enterprises (MSMEs) some people in Kagera region Tanzania have become afraid of applying for group loans from financial institutions. Their worry is hinged on the thinking that such loans might impact negatively on their businesses leading to failure to repay the same loans as it is not clear on how group based micro-financing model influences on business performance of rural based MSMEs in respective countries (Donou-Adonsou & Sylwester, 2016). The role played by group based microfinance services, their influence on poverty reduction and improvement of wellbeing among the poor has attracted attention from different scholars and researchers all over the world (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017). The question is that does provision of group based microfinance services to the poor enables them to participate in the economic processes (i.e. financial inclusion) of their countries and hence improve their businesses performance? There are two schools of thought. 
The first school argues that the model influences positively on borrowers’ businesses and for that case it is a panacea for the rural poor who have no securities or collaterals to pledge for loans from commercial banks and other financial institutions (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017). The second one, argues that group-based micro-financing model is too costly and negatively influences on business performance of borrowers and for that case most borrowers (MSMEs), particularly those in rural areas would like to have individual based loans for their businesses to perform better (Sharma et al., 2017). Supporters’ argument is hinged on the fact that the impoverished can easily access collateral free loans which increase their opportunities to engage in income earning businesses and thus improve their livelihoods (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017). That, group based micro-financing model has contributed a lot in: (i) strengthening social capital among community members, (ii) providing opportunities for horizontal learning and experience sharing among group members, (iii) solving unemployment challenges, (iv) minimizing poverty among community members, particularly women, (v) offering diversified micro-financial products and services to underserved, etc. (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017).  Critics of the model argue that group based micro-financing is there to make profits from the poor instead of helping them (Attanasio et al., 2015; Njiraini et al., 2018). Their argument is hinged on issues related to corruption of banking/ micro-financing systems, unnecessary and time-consuming meetings, too much mandatory loan servicing costs, high and unreasonable transaction costs, unsuccessful attraction of getting deposits, etc. (Banerjee & Jackson, 2017). 
That, microfinance institutions through group based loans shifted their focuses from helping poor people access friendly and profit making loans to proliferation of profitability thus ended up fuelling poverty by pushing poor people deeper into poverty shackles (Addo, 2018). The lack of consensus among scholars and researchers has created a room for the current study to capitalize on previous study weaknesses to come up with a more realistic view of the influence of group based micro-financing (GBM) model on business performance of rural based MSMEs in Kagera region, as a case study for Tanzania. 
1.3 Research Objectives 

1.3.1 General Research Objective 
The general objective of the study was to ascertain influence of group based micro-financing model on business performances of rural based MSMEs in Kagera region. 
1.3.2 Specific Research Objectives
a) To examine influence of group based micro-financial services on business performance of rural based MSMEs in Kagera region
b) To examine influence of group based mandatory loan servicing costs on business performance of rural based MSMEs in Kagera region
c) To examine influence of group based nonfinancial services on business performance of rural based MSMEs in Kagera region
d) To examine influence of group based transaction costs on business performance of rural based MSMEs in Kagera region

e) To examine influence of group based borrower qualities on business performance of rural based MSMEs in Kagera region    
1.4 Research Hypotheses
1.4.1. General Research Hypothesis
The current study was guided by the general hypothesis (H0) stating that: There is no significant influence of group based micro-financing model on business performance of rural based MSMEs in Kagera region.
1.4.2 Specific Research Hypotheses
(i) (H0): There is no significant influence of group based micro-financial      services on business performance of rural based MSMEs in Kagera region.
(ii) (H0): There is no significant influence of group based mandatory loan servicing costs on business performance of rural based MSMEs in Kagera region
(iii) (H0): There is no significant influence of group based nonfinancial services on business performance of rural based MSMEs in Kagera region.
(iv) (H0): There is no significant influence of group based transaction costs on business performance of rural based MSMEs in Kagera region
(v) (H0): There is no significant influence of group based borrowers qualities on business performance of rural based MSMEs in Kagera region
1.5 Rationale of the Research

Through this study the research has proved it right that group based micro-financing (GBM) model has significant influence on business performance of rural based MSMEs in Kagera region Tanzania. With this statement, it means the study proved it right that group based microfinance loans from banks and other financial institutions are extensive or important enough to merit attentive influence on business performance of rural based MSMEs in Kagera region. In this regard, the study findings and recommendations will equip policy and decision makers (Government), development partners, poverty alleviation organizations, etc. with practical information useful for alleviating poverty among community members in Tanzania and all over the world. Also, the study has put forward relevant research findings for borrowers, particularly those in rural Tanzania for making informed decisions when applying for loans from financial institutions (FIs). Finally, the current study is expected to generate researched data and recommendations useful for scholars and future researchers while studying or undertaking assignments on group based micro-financing researches.
1.6 Organization of the Thesis
This thesis is divided into five main chapters. However, it starts with preliminaries which are made up of Supervisor’s certification, Statement of copyright, Declaration, Dedication, Acknowledgent, Abstract, Table of contents, List of tables, List of figures and finally Abbreviations and Acronyms. Chapter one is all about Introduction which is composed of Background to the research problem, Statement of the research problem, Research objectives, Research hypotheses, Rationale of the research and Organisation of the thesis. Chapter two is on Literature review. It is made up of Chapter review followed by Conceptual definitions, Theoretical literature review, Research gap, Policy review, Theoretical framework and finally Conceptual framework, the one which guided this study. 
Chapter three is all about Research methodology. It is composed of the methodology used by the researcher to capture, process and analyse information. It starts with a snapshot overview of all sections covered under the same chapter. It looks at research philosophy, study population, sample size determination and sampling design sections. The Chapter focuses on data collection, data processing and mean score interpretation matrix, data analysis sections. The Chapter ends up by looking at validity and reliability, and finally ethical consideration of the study. Chapter four is on research findings and discussion. It starts with chapter overview, thereafter, research findings on demographic information of respondents, description of predictor and dependent variables, reggresion analysis findings and reggression coefficients of disaggregated precictor variables. Also, under this chapter the researcher discussed and compared the results under the current study with those from previous researchers/ studies whose literatures were reviewed in chapter two. It gave out implications of the findings to the theories concerned. Chapter five is about conclusion and recommendations. It is made up of chapter overview, conclusion and recommendations. Finally, the thesis ends up with references and appendices.
CHAPTER TWO

LITERATURE REVIEW
2.1 Chapter Overview

This chapter is divided into eight sections, starting with chapter overview, then section two on conceptual definitions of key terminologies used in writing the thesis. Section three is all about theoretical literature review which tells about the state of group based micro-financing services. Section four is on empirical literature review and focuses on past and recent studies undertaken by other researchers on group based micro-financing model. Section five reviews the Tanzania national microfinance policies in order to determine the presence or absence of the National group based microfinance services provision policy. Section seven talks about conceptual framework as a blueprint for the current study by discussing in details about predictor and dependent variables. Section seven is all about research gap(s) identified after reviewing the past and resent research reports which other researchers and/ or literatures had talked little or overlooked.
2.2 Conceptual Definitions
Under this section the researcher started by making few conceptual definitions/ meanings of some key terms used in order to enable both the researcher(s) and reader(s) have a common understanding whenever they go through this thesis.
2.2.1 Group based Micro-Financing (GBM)
Group based micro-financing model is a fruit of research project undertaken in Bangladesh (1976s) by the Grameen Bank (Cull & Morduch, 2017; Donou-Adonsou & Sylwester, 2017; Bayai, 2017). The project designed a credit delivery system to provide banking services to the poor without requiring collaterals (Simmons & Tantisantiwong, 2018; Chowdhury & Somani, 2020). Group based micro-financing model involves the formation of small groups of people, who know each other, and who have a common wish of accessing microfinance services from lenders (Cull & Morduch, 2017; Donou-Adonsou & Sylwester, 2017). The model has many unique operational mechanisms, which include among others, peer selection, two-way supervision, guarantee replacement, repayment symbiosis and multi-win-win mechanisms to ensure the smooth operations (Cull & Morduch, 2017). In Tanzania the GBM model is defined as a group of individuals made up of four to five people who come together to borrow from lending institution(s) with their group(s) guaranteeing all loaned individual members (NMP, 2017).
The special feature of group based micro-financing model is that loans are made individually to group members but all in a group have the responsibilities of ensuring loans given to individual members are safe, borrowers’ businesses are also safe and repayment timely made. The model creates a “two-way supervision mechanism” because all group members shoulder the consequences if any member runs into severe repayment difficulties (Nkwocha et al., 2019). With this study group based micro-financing (GBM) model means a group of three to five individuals sharing common geographical location (neighborhood), with common interests of accessing loans and who come together to borrow from lending institution(s). Also, GBM under this study is defined as a model which extends loan(s) to low income individual group member(s), who are not required to pledge conventional collaterals, with all group members being liable to all received loan(s) and supervising each other’s businesses.
2.2.2 Business Performance 
Business performance, is closely tied to commercial effectiveness and is determined by the ability of a business to implement optimal organization with the aim of offering a product or service that meets the expectations of consumers and customers (Varadarajan, 2020; Haseeb et al., 2019). It is measured by looking at business financial statements, checking customer satisfaction, on average how many new customers the business gets, conducting performance reviews, staying current on the market and assessing your own expectations (Ahmed et al., 2019). Measuring the business performance helps one know how the different areas of business are performing and can help one assess where the business is strong, where it is weak and factors one can change for the better (Bakator et al., 2019). In regard to this study Business performance has been measured by looking at one’s increased knowledge, family income and household performance (i.e. increased assets). The current study definition on business performance differs from the previous ones because it mainly targets the rural based micro and small businesses (MSMEs) to which the previous definitions could not apply. 
2.2.3 Micro, Small and Medium Sized Enterprises (MSMEs)

MSMEs are critical components of many countries’ economies because of their contributions to the gross domestic products (GDP) of given countries, provision of job employment opportunities, poverty alleviation among poor families, etc. (Swai et al., 2020). The MSME sector is one of the major targets and consumers of microfinance services provided by banks and other financial institutions (Rafiki, 2020). There is no universally accepted definition of MSMEs as different countries define MSMEs differently depending on their levels of development. However, the commonly used criteria in defining MSMEs base on the total number of employees, total investment and sales turnover (Sani et al., 2018; Ruepitiviriya & Puttawong, 2019). In Tanzania, MSMEs is defined according to employment size and capital invested in machinery (NMP, 2017). Micro-enterprise ranges from 1-4 employees with capital investment of under 5 million TZS, small enterprise ranges from 5-49 employees and capital investment of 5-200 million TZS and medium enterprise ranges from 50-99 employees and capital investment of 200-800 million TZS (NMP, 2017). The current study chose to adopt the Tanzania’s definition of MSMEs. That was because the current study targets the rural based borrowers, the majority of whom run backyard microbusinesses, which to a large extent align with the Tanzania’s definition of MSMEs.
2.3 Theoretical Literature Review 
2.3.1 Group based micro-Financing (GBM) Model

Group based micro-financing (GBM) model or group lending model emerged, 1970s, as an effective strategy to increase credit access among the poor in developing countries who were routinely ignored by formal lenders and left to borrow from informal money lenders at elevated interest rates (Cull & Morduch, 2017; Shettima﻿ &﻿ Dzolkarnaini﻿, 2018; Quagraine et al., 2019). For example, in 2014, the Microcredit Summit stated that in 2011 there were 203 million of microfinance borrowers in the developing world, among them being 116 million of the world’s poor living on less than $1.25 per day. Such poor borrowers were targets of most microfinance institutions through group based micro-financing model (Shettima﻿ &﻿ Dzolkarnaini﻿, 2018; Quagraine et al., 2019). The current study was guided by the group based micro-financing (GBM) model. This model is categorically identified and differentiated from other models operated by commercial banks and other financial institutions from its major features, namely: Group based lending, collateral free loans and joint-liability (Nkwocha et al., 2019). Other important features besides group lending are the use of dynamic incentives, regular repayment schedules, mainly targeting women and social programs which, according to some literatures (Nkwocha et al., 2019) play a significant role in contributing to high loans repayment rates. In addition to above stated features the model is hinged on: 
(a) Peer Monitoring

Under Group based micro-financing model borrowers in each group enforce contact between each other and jointly decide which type of activity to undertake (Berentsen & Markheim, 2020). By introducing social enforcement banks and MFIs solve the problems related to enforcement (Sharma, et al., 2017).
(b) Collateral substitutes

Collateral substitute is one of the major features of GBM model adopted by many Microfinance Institutions (MFIs) in order to serve as a means of securing repayment (Sharma et al., 2017). By its very nature, collateral, regardless of the form poses an incentive to repayment of the debt. In addition to interest, most MFIs require a borrower to contribute loan fee, registration fee, saving deposit, emergency fund (insurance), etc. (Sharma et al., 2017). The emergency fund provides insurance of the loan in case a borrower dies, is disabled, etc., but not in case of borrower’s poor business performance due to natural disasters/ calamities, etc. (Sharma et al., 2017; Berentsen & Markheim, 2019; Nkwocha, 2019). 

(c) Training programs to borrowers 
Training programs to borrowers is one of the features of GBM model and a crucial MFIs’ service with a significant influence on borrower’s business performance (Sharma et al., 2017; Berentsen & Markheim, 2019; Nkwocha, 2019). Some MFIs make sure loan sanctioning to borrowers goes hand to hand with training on loan management, entrepreneurship and business skills, financial literacy, record keeping, etc.  Such trainings are very important for equipping borrowers with knowledge and skills on how to manage and run prosperous and profit making businesses/ projects. Furthermore, the social activities/ programs/ workshops not only strengthen the relationship between lenders and borrowers but also benefit both parties in many ways (Enimola et al., 2019).
2.4 Empirical Literature Review  
Studies (Salia et al., 2018; Tundui & Tundui, 2020) undertaken in Tanzania on influence of GBM services found that the welfare of group based borrower households had improved more compared to those of non or individual based borrowers. That is, household assets, children education and medical treatments of group based borrower households were better than those of individual based and non-borrower households (Banerjee & Jackson, 2017; Donou-Adonsou et al., 2017; Hussain at el., 2018). Group based microfinance services positively influence on business performance of group based rural borrowers which leads to improvement of the businesses in case of per capita annual earnings, spending and cultivable land holding (Salia et al., 2018; Khan et al., 2021). Basing on tested variables the influence of group based microfinance services on economic growth of rural based MSMEs is found and also supported by literatures and researchers as follows:
2.4.1 Influence of Group based Micro-Financial Services on MSMEs Performance
In microfinance sub-sector, the term “Micro-financial services” refers to one of the products of microfinance in form of small loans or microcredit provided to support micro, small and medium sized enterprises (Rahman et al., 2017). Various national governments, private sectors, non-governmental organizations, and development partners have different initiatives to improve access to group based loans in rural areas (Asante-Addo et al., 2017; Sekyi & Nkegbe, 2017). In Ghana, for example, the “microfinance revolution (2000s) led to the establishment of several microfinance institutions which aimed at enhancing group based microcredit access in rural areas (Sekyi et al., 2017; Asante-Addo et al., 2017; Jumpah et al., 2020). The reason behind these initiatives is that group based micro-financial services enable the impoverished to easily access collateral free loans that increase their opportunities to engage in income earning businesses and thus improve their family incomes (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017). Furthermore, group based micro-financial services contributes a lot in strengthening social capital among community members, providing opportunities for horizontal learning and experience sharing among group members, solving unemployment challenges, etc. (Kumar & Rakhin, 2016; Banerjee & Jackson, 2017; Ojong & Simba, 2019). Banerjee & Jackson, (2017) and Chen et al. (2017) argued that micro-financial services provided through group based micro-financing model was a predominant poverty alleviation strategy among the rural poor across several developing countries in Africa, Asia, and Latin America. Rahman & Khan (2019) argued that in rural areas Group based micro-financing model was a movement whose goal was “a world in which as many poor and near-poor households as possible had permanent access to an appropriate range of high quality micro-financial services (Asante-Addo et al., 2017; Twumasi et al., 2019; Ojong & Simba, 2019). Furthermore, Sherwani et al. (2018) and Banerjee & Jackson (2017) argued that Group based micro-financial services aimed at uplifting the poor out of poverty. Banerjee & Jackson (2017) argued that access to group based micro-financial services in developing countries empowered the poor (especially women and small scale farmers), supported income generating activities, encouraged entrepreneurship spirit, and reduced vulnerability.
2.4.2 Influence of Group based Mandatory Loan Servicing Costs on MSMEs Performance
“Mandatory loan servicing costs” are mandatory contributions paid by borrowers before and/ or after loans have been sanctioned to them (Cull et al., 2017; Donou-Adonsou et al., 2017; Rahman et al., 2019). They include among others opening of borrower’s bank account; payment of loan interest, loan fees, registration fee, saving deposits, loan sanctioning fee, etc. (Cull et al., 2017; Donou-Adonsou et al., 2017; Rahman et al., 2019). The current study has revealed that, in most cases, and this applies all over the world, these costs, to some extent, have negative influence on business performance of borrowers (Asante-Addo et al., 2017). The above mentioned argument is well supported by Hamad (2017) who undertook a study to assess the role of microfinance banks in poverty reduction in Tanzania. The study used questionnaires, semi structured interviews, observations and documentary reviews as data collection tools. Generally, the study findings revealed that the majority of the poor failed to access group based microfinance services (loans) because they lacked mandatory loan servicing requirements, such as bank savings account, weekly or fortnightly savings, ability to make pre-loan deposits, etc. Afroze et al. (2020) argued that mandatory loan servicing costs were burdens to borrowers’ businesses performance. Banerjee et al. (2015a) and Cull & Morduch (2017) in support of above studies argued that loan servicers (MFIs) were compensated and thus making profits from the poor by retaining a relatively small percentage of each periodic loan payment known as “service fee.”
2.4.3 Influence of Group based nonfinancial Services on MSMEs Performance
“Nonfinancial services” is another product of microfinance (Rahman et al., 2017) which include micro-lending, microcredit, micro-saving, microloan, micro-insurance, micro-leasing, micro housing, micro-pensions, money transfers, capacity building or training on proper use of loans, training on entrepreneurship and/ or business skills; training on skills acquisition; provision of extension services, etc. all of which improve businesses performance of loan beneficiaries (Cull & Morduch, 2017; Donou-Adonsou & Sylwester, 2017). Hameed et al. (2017) argued that for effective performance of MSMEs particularly those in rural areas microfinance institutions should provide both micro-financial and nonfinancial services. Asante-Addo et al. (2017) argued that when credit is provided in conjunction with nonfinancial services, such as adult literacy, extension service, training on loan management, entrepreneurship, business skills, etc. its influence on borrower’s business performance is significantly increased. Javalgi et al. (2018); Hanifah et al. (2020) and Sanda (2020) argued that microcredit alone cannot influence the MSMEs performance; and that, motivational factors significantly contribute towards good performance of enterprises. Additionally, Cull & Morduch (2017) stated that the motivational elements can be acquired in different ways, one of which is training and education; and that training enables participants to change their “business as usual” behavior and how they perceive their activities. 
2.4.4 Influence of Group based Transaction costs on MSEMs Performance 

“Transaction costs are expenses incurred when buying or selling a good or service. Transaction costs represent the labor required to bring a good or service to market, giving rise to entire industries dedicated to facilitating exchanges. In a financial sense, transaction costs include brokers' commissions and spreads, which are the differences between the price the dealer paid for a security and the price the buyer pays.” Retrieved from https://www.investopedia.com  Studies (Sharma et al., 2017; Asante-Addo et al., 2017; Danga & Yusuph, 2019) on effects of transaction costs on business performance of borrowers particularly those in rural areas showed that most clients of MFIs complained about high and too many transaction costs and weekly meetings as barriers to their businesses performance. Banerjee & Jackson (2017) and Addo (2018) generally argued that with transaction costs, group based micro-financing model was there to make profits from the poor instead of helping them; and that it basically intended to transfer the responsibilities of the banks to members of groups. 
  2.4.5 Influence of borrower Qualities on MSMEs Performance
Rahman, Khanam & Nghiem, 2017; Hameed et al., 2017 cited borrower qualities to have intervening effects on business performance of rural group based MSME as follows: In regard to gender, Kumar & Rakhin (2016); Khanam & Nghiem (2017) and Hameed et al. (2017) and Rahman et al. (2017) argued that in various countries women were major targets of group based micro-financing (GBM) model because in the eyes of most MFIs women were regarded as good performers, serious with the use of loans and that they were more reliable in terms of loan repayment compared with men. They further argued that most of the micro-credit programs intentionally target women because had good records of low credit risks and are more likely to share the benefits of the credit with their family members, especially their children. 
In regard to formal education, Atmadja et al. (2016) and Hameed et al. (2017) argued that without formal education microcredit alone could not be an effective tool for poverty alleviation and that a combination of formal education, microcredit and micro-training was essential for successful business performance of MSMEs. Additionally, Atmadja et al. (2016) and Hameed et al. (2017) argued that there was a high need of certain formal educational level for microcredit and nonfinancial services to show positive results. In regard to entrepreneurial experience, Ekpe et al. (2016) argued that various studies had shown that skills acquisition and entrepreneurial experience were the most critical factors in the utilization of entrepreneurship opportunities for self-employment. That; the need for entrepreneurial experience, skills training and support in businesses stimulated entrepreneurial activity and reduced business failure as they helped an entrepreneur acquire self-confidence, self-esteem and participate in decision-making at household and community levels.
2.5 Review of the Tanzania National Microfinance Policies 
To date, Tanzania has formulated two policies on microfinance sub-sector, that is, the National Microfinance Policy of 2000 and National Microfinance Policy of 2017. Both policies intended to provide a framework for harnessing microfinance stakeholders’ intervention in the development of the financial sector in Tanzania According to the National Microfinance Policy of 2017 the microfinance sub-sector comprises of two types of microfinance service providers, namely (i) formal microfinance service providers such as commercial banks and financial institutions, savings and credit cooperative societies (SACCOs), microfinance companies, financial NGOs, Government funds and programmes; and (ii) non-formal microfinance service providers such as community financial groups [i.e. Community. 
Based Organizations (CBOs)], village community banks (VICOBA), village saving and loan associations (VSLAs), rotating saving and credit associations (ROSCAs), table banking groups (TBGs), money lenders, etc. Despite that there are many researches and literatures on group based microfinance services provision; and despite that the government has formulated the two National microfinance polices, to date, Tanzania has no policy, specifically formulated to cater for group based microfinance services provision. In general, group based microfinance services are operated under the National microfinance policy (2017). Nonetheless, to date, the country has no specific Act or Regulations catering for the provision of group based microfinance services. In that regard, the group based microfinance services are regarded as part of the microfinance sub-sector and their operations are regulated by the Bank of Tanzania through the National Microfinance Act (2018) and Regulations (2019). 
2.6 Conceptual Framework
To have clear evidence in regard to whether group based micro-financing model had influence on business performance of rural based MSMEs in Kagera region, a conceptual framework was developed as a blueprint for the Study (see Figure 2.1). The framework was developed basing on initial literature reviews undertaken on the influence of micro-financing model on the welfare of poor people, particularly those in rural Kagera. It consists of three major components, namely:
(i) Independent Variables: The component which covers areas on financial services, mandatory loan servicing costs, nonfinancial services, and transaction costs, etc.

(ii) Intervening Variables: The component which focuses on borrower qualities such as gender, level of education and entrepreneurial experience. 

(iii) Dependent Variables: The component which focuses on Businesses performance such as borrower increased knowledge, family income and household performance (assets).
2.6.1 Group based Micro-Financial Services
With the Group Based Micro-financing (GBM) model, “group based micro-financial services” is one of the main services of Microfinance Institutions (MFIs) which refers to small amount of credit (loans) given to poor people in a group at reasonable interest for generating income through self-employment. Group based micro-financial services are the driving force of the socio-economic development of poor people in regard to poverty reduction. With the current study “Group based micro-financial services” refers to financial services provided by commercial banks and other financial institutions to a group of three to five borrowers running group based MSMEs. 
2.6.2 Group based Mandatory Loan Servicing Costs 
Mandatory loan servicing costs are mandatory contributions paid by borrowers before and/ or after loans have been sanctioned to them. On the other hand mandatory loan servicing costs refer to values of funds that clients (loan beneficiaries) of group based microfinance services are required to pay as a condition for obtaining loans. They include among others, but not limited to opening of borrower’s bank account, payment of loan interest, loan fee, registration fee, savings deposit, loan sanctioning fee, etc. For the current study mandatory loan servicing costs included loan interest, loan fees and savings deposit. In general group based mandatory loan servicing costs negatively influence on business performance as an increase in these costs results in decrease of business performance of rural based MSMEs.
2.6.3 Group based Nonfinancial Services
Nonfinancial services such as training programs are important factors for effective use of financial services that promote clients’ good businesses performance and wellbeing. They include, but not limited to extension service, training programs on business and entrepreneurship skills, skills acquisition, money transfer, etc. With this study nonfinancial services focused on training programs on entrepreneurship and business skills, training on skills acquisition and extension service. To some extent an increase in provision of nonfinancial services to rural based borrowers increased the performance of micro, small and medium sized enterprises (MSMEs) run by the same borrowers.
2.6.4 Group based Transaction Costs
Transaction costs represent the labor required to bring a good or service to market, giving rise to entire industries dedicated to facilitating exchanges. In a financial sense, transaction costs include brokers' commissions and spreads, which are the differences between the price the lender (MFI) paid for a security and the price the borrower pays (Sharma, S., Singh, P., Singh, K., & Chauhan, B. 2017; Jarrow, R., & Protter, P., 2019 ). Applying these deﬁnitions to the GBM framework, transaction costs include costs of loan administration, monitoring, “group” or “centre” formation and running, training borrowers, loan follow up visits, etc. In addition, there are set-up costs of the branches and allocated costs of regional and head ofﬁces that need to be taken into account as they indirectly contribute to the administration of the loan (Sharma, S., Singh, P., Singh, K., & Chauhan, B. 2017; Jarrow, R., & Protter, P., 2019). These costs are clubbed together under the head “indirect transaction cost”. In the context of banking transaction costs can be defined as “the costs associated with loan advertisement, application, approval, offering, supervision, use and finally ensuring sanctioned loans are repaid, etc.” To this end “transaction costs” can be divided into three broad categories as follows: 
(a) Search and information costs: These are costs required in determining that the required good is available on the market. They include among others, but not limited to delivery of information / education about available loans, identification and recruitment of loan seekers, formation of groups and centers, etc.
 (b)   Bargaining and decision making costs: Are the costs required for the lender (MFI) and borrower to come to an acceptable agreement with the transaction (i.e. lender and borrower drawing up an appropriate contract, and so on). 
(c)  Policing and enforcement costs: Are the costs of making sure the other party (borrower) sticks to the terms of the contract, and taking appropriate actions (often through the legal systems) if this turns out to be the case.
Conclusively, in regard to transaction theorem, transaction costs, in general, add up the costs borne by rural based borrowers, which results in negative influence on businesses performance.

2.6.5 Intervening Variables (Borrower qualities)
In respect to this study intervening variables stands for borrower qualities. They include among others, but not limited to borrower’s gender, level of education and entrepreneurial experience, etc. as follows: 

(a) Gender refers to either of the two sexes (male or female), especially when considered with reference to social and cultural differences rather than biological ones.

(b) Level of education stands for the highest learning stage reached by borrower in his/ her process of receiving knowledge through formal schooling or instruction.

(c) Entrepreneurship experience refers to the number of years a borrower has been executing on his/ her idea, engaged in the process of understanding customers’ needs, building products that customers desire and validate business viability. From the current study borrower qualities positively influence on business performance in that an improvement in borrower qualities improves/ increases the business performance of rural based MSMEs, and vice versa.
2.6.6 Business Performance 

Business performance, is closely tied to commercial effectiveness and is determined by the ability of a business to implement optimal organization with the aim of offering a product or service that meets the expectations of consumers and customers. Generally, business performance is measured by looking at business financial statements, checking customer satisfaction, on average how many new customers the business gets, conducting performance reviews, staying current on the market and assessing one’s own expectations. In regard to this study business performance was measured by looking at borrower increased knowledge, family income and households performance (i.e. increased assets). The current study definition on business performance differs from the traditional ones because it mainly targets the rural based micro and small businesses (MSMEs) to which the traditional ones would not apply. 
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Figure 2.1: MSME’s Business Performance Conceptual Framework
2.7 Research gap
Some past researchers (Sharma et al., 2017; Asante-Addo et al., 2017; Banerjee & Jackson, 2017; Danga & Yusuph, 2019) worked on and examined the influence of transaction costs on business performance of rural based MSMEs and came up with comments that were either too general or overlooked the influence of transaction costs on business performance of rural based MSMEs. That is, their work did not go deeper to the level of disaggregating the variable in order to determine the influences of the variable and its determinants on business performance of rural based MSMEs. To thatend the current study worked on and examined the entire influence of transaction costs on business performance of rural based MSMEs in Kagera region and found that in general transaction cost had negative influence on business performance of rural based MSMEs. 
However, the same current study found one of the three studied determinants of transaction costs (i.e. policing and enforcement) positively and strongly influenced on business performance of rural based MSMEs probably because most borrowers under group based micro-financing model were women, who by nature, were afraid of legal actions against them. In that regard, they tended to be serious and careful with loans so as to remain free from legal actions against them which led to better perform in their businesses. This was overlooked by past researchers and literatures. 

CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Chapter Overview
This chapter discusses on the research methodology that was used by the researcher to capture information required for undertaking the study. Basically, it focuses on research philosophy/ paradigm/ approaches/ strategies/ timeline; area of research/ study population, etc. Furthermore, the Chapter focuses on sample size determination and sampling design; data collection; data processing and mean score interpretation; and data analysis methods. Finally, the Chapter concludes by addressing issues related to validity and reliability, and ethical consideration.
3.2 Research Philosophy
The current study used a quantitative cross-sectional study to collect dats from June to September 2020 to enable the researcher accurately and systematically determine the influence of group based micro-financing (GBM) model on business performance of rural based MSMEs in Kagera region. With this design data were collected through questionnaire made up of independent, intervening and dependent variables.  After collection of the required data the results were analyzed so as to determine the influence of GBM model on businesses performance of rural based MSMEs. More specifically, a quantitative cross-sectional study was adopted as an appropriate design for answering the “when, from whom, where and how” questions. Furthermore, the design was appropriate for providing conditions on data to be collected and what would happen after data had been collected. Finally, the design was found most appropriate in the presence of many others for coming up with answer(s) on the research problem in regard to influence of GBM model on business performance of rural based MSMEs.
3.3 Study Location and Population
The study was conducted in four districts of Kagera region, namely Bukoba rural, Karagwe, Missenyi and Muleba. These are four out of eight Local Government Authorities (districts) of Kagera region Tanzania. The four districts were selected on basis that all are located in rural settings of Kagera region by randomly picking 4 written papers from a basket of 7. The targeted research population was 2,791 owners of MSMEs who had borrowed under group based micro-financing (GBM) model from commercial banks and microfinance institutions (MFIs) which were providing group based loans in the past five years prior to the study (i.e. 2015-2019). 
Two commercial banks, namely CRDB Bank Plc and Mkombozi were purposefully identified to have operations in Kagera region since at the time of study, they were only commercial banks providing group based microfinance services with their operations extended to rural parts of the region. On the other hand, FINCA Microfinance Bank and BRAC were also purposefully identified as non-commercial banks with group based microfinance services in both urban and rural parts of Kagera region.  Four lists of borrowers from the four MFIs during the 2015-2019 were obtained from the MFIs’ reports. Unfortunately, the researcher did not succeed to get a list of borrowers for Bukoba rural, Missenyi and Muleba districts from CRDB Bank Plc because the Bank does not provide group based loans beyond 10 kms from its regional headquarters in Bukoba town. However, the researcher got one from Karagwe district (despite the district being rural based and located 100 kms from Bukoba town) because the Bank in this district operates as an independent branch from that of Bukoba town.

3.4 Sample Size Determination and Sampling Design 
In this research, the sample size was determined using Stevens’ (1996) formula in equation 1, which was proposed to estimate the minimum sample size for multiple linear regression analysis. The multiple regression analysis with the largest number of independent variables was used to estimate the sample size. In this case, equation 1 presented how the number of independent variables was computed. 
N ≥ 50 + 8m …….…………….……………………….……….……… (1)    
Where N = Sample size and m = Number of independent variables. 
In that respect the minimum sample size for this study was N = 50 + 8 (12) = 146 respondents. However, the actual maximum sample size for this study was 279 respondents as shown in Table 3.1 accounting for about 10% of the population. A systematic random sampling method was conducted basing on the consolidated list of microcredit borrowers in each district from four institutions. There were four consolidated lists of borrowers. Applying a systematic random sampling method each of the 10th borrower listed in the population was selected to be part of the sample for respective district.   
Table 3.1: Sampling Frame 

	District
	Population
	Sample size

	
	  CRDB Bank 
	MKOMBOZI
	FINCA
	BRAC
	TOTAL
	CRDB Bank 
	MKOMBOZI
	FINCA
	BRAC
	TOTAL

	Bukoba (R) 
	0
	181
	220
	249
	650                
	0
	18
	22
	25
	65

	Karagwe
	151
	89
	201
	250
	691
	15
	9
	20
	25
	69

	Missenyi
	0
	298
	82
	421
	801
	0
	30
	8
	42
	80

	Muleba
	0
	339
	89
	221
	649
	0
	34
	9
	22
	65

	Total
	151
	907
	592
	1,141
	2,791
	15
	91
	59
	114
	279


Sources: Sampled Financial Institutions (2020)
3.5 Data Collection
The current study adopted quantitative data collection method from MFIs’ borrowers in order to emphasize objective measurements and the statistical, mathematical or numerical analysis of data collected through questionnaires from rural based borrowers in Kagera region. Primary data were collected using questionnaire as the only data collection tool. Self-administered five point Likert Scale questionnaires were distributed to 279 MFIs’ borrowers. With the scale, respondents were asked to rate items on a level of agreement, from 1 = Strongly Disagree to 5 = Strongly Agree.
3.6 Data Processing and mean Scores Interpretation 
Data processing and mean scores interpretation matrix was prepared as shown in Table 3.2. It involved four independent variables (i.e. Micro-financial services, mandatory loan servicing costs, nonfinancial services and transaction costs), one intervening variable (Borrower qualities) and one dependent variable (Business performance). Each variable was made up of 3 variable determinants. Micro-financial services had 18 determinants, its scale measurements and mean scores ranged from 18–90. Mandatory loan servicing costs and nonfinancial services, each had 16 determinants, and their scale measurements and mean scores ranged from 16–80. Transaction costs had 17 determinants, and its scale measurements and mean scores ranged from 17–85. Borrower qualities had 14 variable items, and its scale measurements and mean scores ranged from 14–70. Business performance had 12 variable items, and its scale measurements and mean scores ranged from 12 – 60.
	Variables
	Variable items
	Scale Measurement
	Interpretation of Mean Scores

	Micro-financial service
	18 items
	Scale 18–90
	If M=18-48; Moderate = 48-78; Excellent= 78-90

	Loan disbursement
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30 

	Loan usage
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Loan repayment policy
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	
	
	
	

	Mandatory loan servicing 
	17 items
	Scale 17–85
	If M=17-45; Moderate; 45-73; Excellent = 73-85

	Loan interest 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Loan fee 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Saving deposit
	5 items
	Scale 5–25
	If M=5-13; Moderate = 13-21; Excellent = 21-25

	
	
	
	

	Nonfinancial services
	18 items
	Scale 18–90
	If M=18-48; Moderate = 48-78; Excellent= 78-90

	Business & entr. trainings
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Skills acquisition trainings
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Extension service 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	
	
	
	

	Transaction costs
	17 items
	Scale 17–85
	If M=17-45; Moderate; 45-73; Excellent = 73-85

	Search and information 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Bargaining & dec. making 
	5 items
	Scale 5–25
	If M=5-13; Moderate =13-21; Excellent = 21-25

	Policing and enforcement 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	
	
	
	

	Borrower qualities
	14 items
	Scale 14–70
	If M=14-37; Moderate; 37-60; Excellent= 60-70

	Gender 
	6 items
	Scale 6–30
	If M=6-16; Moderate = 16-26; Excellent = 26-30

	Level of education
	4 items
	Scale 4–20
	If M=4-11; Moderate = 11-18; Excellent = 18-20

	Entrepreneurial experience
	4 items
	Scale 4–20
	If M=4-11; Moderate = 11-18; Excellent = 18-20

	
	
	
	

	Business performance
	12 items
	Scale 12–60
	If M=12-32; Moderate= 32-52; Excellent= 52-60

	 Increased knowledge
	4 items
	Scale 4–20
	If M=4-11; Moderate = 11-18; Excellent = 18-20

	 Increased income
	4 items
	Scale 4–20
	If M=4-11; Moderate = 11-18; Excellent = 18-20

	 Household performance
	4 items
	Scale 4–20
	If M=4-11; Moderate = 11-18; Excellent = 18-20


Table 3.2: Data Processing and Mean Scores Interpretation Matrix   
3.7 Data Analysis Methods
Variables were described using descriptive statistics where frequencies, percentages, summated ratings, mean, median and mode were used, after which multiple linear regression analysis was carried out in the general model format presented in equation (2). 
BP = f (IV, BQ) ………..……………….…………………….…..…..……..……(2)   
Where BP= Business Performance, IV = Independent Variable and BQ = Borrower Qualities
BP was an index that was calculated by summing up the three variables of:  Borrower increased knowledge (BIK), Borrower increased income (BII) and Borrower increased household performance (BHP). Because IV was made up of Micro-financial services (MFS), Mandatory loan servicing costs (MLS), Nonfinancial services (NFS) and Transaction costs (TC), therefore equation (2) was transformed as shown in equation (3): 

IV = f (MFS, MLS, NFS, TC, BQ)…………………..…..……….……..……. (3)

In regard to Micro-financial services (MFS), Mandatory loan servicing costs (MLS), Nonfinancial services (NFS) and Transaction costs (TC) variables, each was measured using the mean score indices while observing expected variable signs. The measurement results showed that MFS, MLS, NFS and TC were all moderate. MFS and NFS had positive signs, MLS and TC had negative signs. Equation (3) was therefore presented as shown in structural equation (4).
BP =a + b1*FS + b2*MLS + b3*NFS + b4*TC + b5*BQ + α..………..………....……..(4)
Where a = Constant; b1= Coefficients; α = Error term
Since Micro-financial services (FS), Mandatory loan servicing costs (MLS), Nonfinancial services (NFS), Transaction costs (TC) and Borrower qualities (BQ) were composites structural equation (4) was therefore represented as indicated in equation (5): 
BP = a + d1 *Loandisb + d2 *Loanusa + d3 *Loanrep + d4 *Loanint + d5 *Loanfee + d6  *Savidep + d7 *Busidev + d8 *Skillacq + d9 *Exteserv+  d10 *Searinfo + d11 *Bargdec + d12*Polienfo+ d13 *Gend + d14 *Leveduc+d15 *Entepr + α………………………. (5)

Where Loandisb = Loan disbursement, Loanusa = Loan usage, Loanrep = Loan repayment policy, Loanint = Loan interest, Loanfee = Loan fees, Savidep = Savings deposit, Busidev = Business development, Skillacq = Skills acquisition, Exteserv = Extension service, Searinfo = Search and information, Bargdec = Bargaining and decision making, Polienfo = Policing and enforcement, Gend = Gender, Leveduc = Level of education, Entepr = Entrepreneurship experience, a = Constant; d1 - d12= Coefficients; α = Error term 

	         Variable Name
	Variable Label
	Variable Measurement
	Expected sign
	Role

	Business  performance
	BP
	Total scale 
	NA
	Endogeneous/Dependent

	Loan disbursement
	Loandisb
	Avearage Scale
	+
	Exogeneous, measure of FS

	Loan usage
	Loanusa
	Avearage Scale 
	+
	Exogeneous, measure of FS

	Loan repayment policy
	Loanrep
	Avearage Scale 
	+
	Exogeneous, measure of FS

	Loan interest
	Loanint
	Avearage Scale 
	-
	Exogeneous, measure of MLS

	Loan fee
	Loanfee
	Avearage Scale 
	-
	Exogeneous, measure of MLS

	Saving deposit
	Savidep
	Avearage Scale 
	-
	Exogeneous, measure of MLS

	Trainings on entrep. dev 
	Busidev
	Avearage Scale 
	+
	Exogeneous, measure of NFS

	Training on skills acquisition 
	Skillacq
	Avearage Scale 
	+
	Exogeneous, measure of NFS

	Extension service
	Exteserv
	Avearage Scale 
	+
	Exogeneous, measure of NFS

	Search and information
	Searinfo
	Avearage Scale 
	-
	Exogeneous, measure of TC

	Bargaining and dec. making
	Bargdec
	Avearage Scale 
	-
	Exogeneous, measure of TC

	Policing and enforcement
	Polienfo
	Avearage Scale 
	-
	Exogeneous, measure of TC

	Gender
	Gend
	Avearage Scale 
	+
	Exogeneous, measure of BQ

	Level of education
	Leveduc
	Avearage Scale 
	+
	Exogeneous, measure of BQ

	Entrepreneurial experience
	Entepr
	Avearage Scale 
	+
	Exogeneous, measure of BQ


 Table 3.3: Independent and Intervening Variables Presentation
3.8 Validity and Reliability
3.8.1 Validity 

The validity of the questionnaires was done by conducting a pilot testing or pre-testing. Thereafter, collected pilot data were entered into spreadsheet and cleaned.
3.8.2 Reliability 

In order to increase the reliability of the study the following were strongly observed:

(a)  Developed questionnaire had enough multiple Likert Scale items with a five point scale which let an individual respondent express how much he/she agreed or disagreed
with a particular statement. In regard to this research each variable had at least 4-6 items.
(b) The “Cronbach’s alpha” was used to measure the internal consistency of the same questionnaire. If the Cronbach’s alpha was > 0.7; the set of items was considered valid. If not, it was not considered valid and was rejected (Bujang & Baharum, 2018; Daud et al., 2018; Taber, 2018; Adeniran, 2019; Sürücü & MASLAKÇI, 2020; Hayes & Coutts, 2020) 

(c)  Use of catchy and contradicting items. These were included in the questionnaire to test on whether respondents were aware of the responses. Those items which did not show awareness of respondents were removed.

3.9 Ethical consideration

While conducting this study, ethical considerations were strongly observed in all processes and activities. Major precautions included: (i) requesting for the Research Clearance letter from The Open University of Tanzania. Others were: (ii) attaching to every questionnaire a self-introduction letter telling the respondent about the researcher, purpose of the study, his/ her rights, responsibilities, etc. Along with that, the researcher strongly assured respondents that their participation in the study was completely voluntary and all of their responses would be kept confidential. And that, no personally identifiable information would be associated with their responses to any report of those data. Furthermore, (iii) the researcher sought respondent’s consent before he/ she filled in the questionnaire. Also, (iv) the researcher conducted data quality assurance which involved consideration of completeness, validity, reliability and integrity of data. (v) Where necessary the researcher abided with the principles of gender balance and equitable participation while selecting samples. 

CHAPTER FOUR

RESEARCH FINDINGS/ RESULTS AND DISCUSSION
4.1 Chapter Overview

This chapter is made up of nine sections among which are Chapter overview, Respondent’s demographical information, Variables description, Correlation analysis between variables, Model estimation findings and finally Discussion on research findings. In regard to respondent’s demographical information the section covers areas on respondent’s gender, age, marital status, academic attainment, major occupation and loan usage experience (entrepreneurship experience). Section three is all about variables description. Under this section the researcher talks on respondents’ percentages of agreement and measures of central tendency on research predictor and dependent variables. Section four talks about observed correlation between predictor variables and dependent business performance variable.  Section five talks about Model estimation findings. Finally, the Chapter ends up with section six on Discussion on research findings. This section talks about how the results under this study relate with past study findings reported by other researchers/ scholars whose literature were reviewed in Chapter Two of this thesis. 
4.2 Demographical Information of Respondents
4.2.1 Respondent’s Gender

With regard to respondent’s gender, Table 4.1 shows that the majority (69.9%) of respondents were females while the rest were males. This is a typical feature of group based micro-financing model all over the world where the majority of group members are females. This is because in most developing countries, like Tanzania, women at family level have limited access to capital as they do not own potential means of production such as land, labor and capital which can be used as securities to access loans from banks and other financial institutions. Additionally, women are major targets of group based micro-financing (GBM) model because in the eyes of most MFIs women are regarded as good performers, serious with the use of loans and tend to be more reliable in terms of loan repayment with low credit risks compared to men. This information on women participation in the model determines the fifth specific research objective that borrower qualities (gender) influence on business performance of rural based MSMEs. 
Table 4.1: Respondent’s gender

	Category
	Sub-Category
	Frequency (N) 
	Percentage (%)

	Sex
	Male
	84
	30.1

	
	Female
	195
	69.9


4.2.2 Respondent’s Age
With regard to respondent’s age, Table 4.2 shows that the majority (74.6%) of respondents were adults aged above 36 and the rest were youth aged between 15 and 35. Since this research was undertaken in rural areas the majority of residents, and obviously the surveyed borrowers, were people engaged in farming activities. Again, this is a common feature in developing countries like Tanzania where the majority of rural adults are engaged in agricultural related businesses and youth are engaged in quick-paying businesses such as street vending, food vending, etc. This equips readers of this report, future researchers, development partners, loaning institutions, etc. with information on how different rural based gender (age) groups participate in the GBM model and income earning businesses in general. Additionally, the same information determines the fifth specific research objective that borrower qualities (e.g. age - though not among the listed borrower qualities’ items) influence on business performance of rural based MSMEs. 
Table 4.2: Respondent’s age

	Category
	Sub-Category
	Frequency (N) 
	Percentage (%)

	Age
	15-25
	15
	5.4

	
	26-35
	56
	20.0

	
	36-45
	86
	30.8

	
	46-55
	80
	28.7

	
	56-65
	27
	9.7

	
	65 Above
	15
	5.4


4.2.3 Respondent’s Marital Status
With regard to respondent’s marital status, Table 4.3 shows that the majority of respondents were married persons. The rest were either single, divorcees, widows or widowers. This is a common feature all over the world where the number of married persons is bigger than that of non-married adults. With this information readers of this report, future researchers, development partners, loaning institutions, etc. will be equipped with data on the participation of different rural based gender groups in the GBM model and income earning businesses in general. Again, this information on married and non-married people’s participation in the GBM model determines the fifth specific research objective on influence of borrower qualities (gender) on business performance of rural based MSMEs. 
  Table 4.3: Respondent’s marital status
	Category
	Sub-Category
	 Frequency (N) 
	Percentage (%)

	Marital status
	   Single
	21
	7.5

	
	   Married
	206
	73.8

	
	   Divorced
	24
	8.6

	
	   Widow
	27
	9.7

	
	   Widower
	1
	0.4


4.2.4 Respondent’s highest academic attainment
With regard to academic attainments Table 4.4 indicates that the majority of respondents were primary school leavers followed by those who had attained adult, secondary or ordinary college education. In rural Kagera the majority of villagers are primary school leavers and the rest are as shown in the table. However, very interestingly, as shown in the same table, 2.2% of respondents, were university graduates who were self-employed by engaging in micro-income earning businesses under the GBM model in their respective villages due to lack of formal employment opportunities. This information determines the fifth specific research objective on influence of group based borrower qualities (level of education) on business performance of rural based MSMEs.
 Table 4.4: Respondent’s Highest Academic Attainment
	Category
	Sub-Category
	Frequency (N) 
	Percentage (%)

	Academic 
	          Did not go to  school  
	4
	1.4

	attainment
	             Adult education
	1
	0.4

	
	             Primary education
	196
	70.3

	
	         Secondary education
	56
	20.0

	
	          Ordinary college
	16
	5.7

	
	          University
	6
	2.2


4.2.5 Respondent’s Major Occupation
With regard to respondent’s major occupation, Table 4.5 shows that the majority (79.2%) of respondents were engaged in agricultural related businesses (i.e. farming, livestock keeping, fishing, etc.).  The rest were either formal employees or engaged in other businesses not listed in the table.  This is a common feature in rural areas where agriculture and other related sectors accounts for over 75% of all employment opportunities. 
The reason behind smallholder farmers dominancy of the group based micro-financing (GBM) model is that access to adequate and affordable credit in rural areas is a big challenge. This is because in the eyes of most commercial banks and other financial institutions small scale agriculture is a risky and non-performing sector which leads to smallholder farmers being neglected or credit rationed by most commercial banks. Basing on that, it is obvious that smallholder farmers in the rural Kagera lack loan securities or collateral to pledge for commercial loans.  So, in the presence of collateral free loans the likelihood for smallholder farmers to apply for small loans (microcredit) from the same banks and MFIs under the GBM model is high. This information determines the first specific research objective on the influence of group based micro-financial services on business performance of rural based MSMEs 

Table 4.5: Respondent’s major occupation   

	Category
	Sub-Category
	Frequency (N) 
	Percentage (%)

	Occupation   
	         Farming
	186
	66.7

	
	         Livestock keeping
	33
	11.8

	
	         Fishing
	2
	0.7

	
	         Employee
	7
	2.5

	
	         Others
	51
	18.3


4.2.6 Respondent’s Loan Usage Experience (Entrepreneurial experience)

Table 4.6 shows that the majority (61.3%) of respondents had borrowed from banks and/ or other financial institutions (FIs) 3 times and above, hence, with loan usage experience of over 3 years. The rest of respondents had borrowed from banks and other MFIs for less than two rounds hence with loan usage experience of not more than 2 years. The issue of borrowing for more than one round is a common feature under the GBM model for serious and good performing borrowers. This is because under the GBM model if the earlier loans sanctioned to group members are fully and timely repaid the same borrowers are allowed to borrow again. On the other hand, the fact that the majority of borrowers had fully and timely repaid loan(s) for over three times it is an indicator of good loan usage and also good business performance. This information determines the fifth specific research objectives on influence of group based borrower qualities (entrepreneurial experience) on business performance of rural based MSMEs.                     
	Category
	Sub-Category
	Frequency (N) 
	Percentage 
(%)

	Loan usage 
	1
	46
	16.5

	experience
	2
	62
	22.2

	(years)
	3
	49
	17.6

	
	4
	42
	15.0

	
	       5 and above
	80
	28.7

	


 Table 4.6: Respondent’s loan usage experience

4.3 Variables Description

4.3.1 Group based Micro-Financial Services
Table 4.7 shows the percentages of agreement for group based micro-financial services on business performance of rural based MSMEs. The aim was to find out whether group based micro-financial services had or had no any influence on business performance of rural based MSMEs in the Kagera region. The table shows that among the three determinants of micro-financial services loan disbursement was the highest and loan repayment policy was the lowest. This means, among the three determinants loan disbursement had high influence on business performance, followed by loan usage and lastly by loan repayment policy. This is because when loan is timely disbursed to borrowers and/ or disbursed in the same amount as requested the possibility of one implementing his/ her business and recording good results is higher than when loan is delayed or disbursed in less amount than requested. Furthermore, in general the study results showed that the majority of respondents agreed to have their business performance increased after using group based micro-financial services and few of them claimed that their business performance did not improved after using group based micro-financial services. Basing on fact that the majority of respondents agreed to have their business performance improved as a result of using group based micro-financial services the implication drawn from these results is that group based micro-financial services variable had positive influence on business performance of rural based MSMEs in Kagera region. 
Table 4.7: Percentages of Agreement for Micro-Financial Services
	Independent variables
	Percentages

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	Total

	Loan disbursement
	8.7
	10.0
	1.2
	44.4
	35.7
	100

	    Loan usage
	18.4
	19.4
	2.2
	33.0
	27.0
	100

	Loan repayment policy
	28.7
	23.0
	3.9
	25.1
	19.3
	100


Table 4.8 shows the measures of central tendency for group based micro-financial services. The table shows that the total mean, median and mode score indices for overall group based micro-financial services were equally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the first specific research objective: “To examine influence of group based micro-financial services on business performance of rural based MSMEs in Kagera region”      Table 4.8: Measures of central tendency for micro-financial services
	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Loan disbursement
	23.3
	23
	22
	14
	30

	Loan usage
	19.9
	20
	19
	12
	30

	Loan repayment policy
	17.01
	17
	16.8
	6
	28

	Total
	60.14
	59
	58
	44
	79


 4.3.2 Group based Mandatory Loan Servicing Costs
Table 4.9 shows the percentages of agreement for group based mandatory loan servicing costs. The table shows that loan fees determinant recorded the highest rank and loan interest recorded the lowest rank. This means, among the three determinants of mandatory loan servicing costs loan fees had the highest influence on business performance. This is because under group based micro-financing (GBM) model loan fees accounts for over 50% of all mandatory loan servicing costs. As loan fees add up business costs most borrowers would like to have less or none of them in order to increase their business performance. The fact that the majority of respondents agreed to have their business performance decreased as a result of high and many mandatory loan servicing costs the implication drawn from these results is that group based mandatory loan servicing costs variable had negative influence on business performance of rural based MSMEs in Kagera region

   Table 4.9: Percentages of Agreement for Mandatory Loan Servicing Costs
	Independent variables
	Percentages
	Total

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	

	Loan interest
	9.6
	18.3
	4.1
	41.0
	27.0
	100

	Loan fees
	3.2
	5.4
	2.4
	50.0
	39.0
	100

	Savings  deposit
	9.5
	17.3
	2.5
	41.0
	29.7
	100


Table 4.10 shows the measures of central tendency for group based mandatory loan servicing costs. The table shows that the total mean, median and mode score indices for overall group based mandatory loan servicing costs were normally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the second specific research objective: “To examine influence of group based mandatory loan servicing costs on business performance of rural based MSMEs in Kagera region” 
Table 4.10: Measures of Central Tendency for Mandatory Loan Servicing Costs
	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Loan interest
	21.5
	22
	22
	15
	30

	Loan fees
	22.7
	22.3
	22
	11
	28

	Savings  deposit     
	18.2
	18
	18
	5
	24

	Total
	62.4
	62.3
	62
	44
	81


4.3.3 Group based Nonfinancial Services
Table 4.11 shows the percentages of agreement for group based nonfinancial services.   The table shows that training on skills acquisition recorded the lowest rank. That means, among the three determinants of nonfinancial services training on skills acquisition had the lowest influence on business performance of rural based MSMEs in Kagera region. This is because the majority of rural borrowers are used to running their businesses without getting any training(s) on relevant skills. On the other words the rural based borrowers do not depend much on training on skills acquisition in order to successfully run their businesses. The fact that few respondents agreed to increase their business performance after receiving nonfinancial services the general implication is that group based nonfinancial services variable had less positive influence on business performance of rural based MSMEs in Kagera region. 

Table 4.11: Percentages of Agreement For Nonfinancial Services
	Independent variables


	Percentages 
	Total

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	

	Training on entrep. skills
	22.6
	29.8
	1.7
	24.7
	21.2
	100

	Training on kills acquisition
	24.9
	33.1
	2.0
	24.9
	15.1
	100

	Extension services
	18.6
	30.8
	3.6
	27.8
	19.2
	100


Table 4.12 Shows the Measures of Central Tendency for Group Based Nonfinancial Services

	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Training on entrep. skills
	17.6
	17
	16
	10
	36

	Training on kills acquisition
	16.3
	16
	16
	8
	27

	Extension services
	17.9
	18
	18
	10
	30

	Total
	51.8
	51
	50
	31
	81


The table shows that the total mean, median and mode score indices for overall nonfinancial services were normally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the third specific research objective: “To examine influence of group based nonfinancial services on business performance of rural based MSMEs in Kagera region.” 
Table 4.12: Measures of central tendency for nonfinancial services 
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4.3.4 Group based Transaction Costs
Table 4.13 shows the percentages of agreement for group based transaction costs. The table shows that among the three determinants of transaction costs policing and enforcement recorded the highest rank. However, despite that the majority of respondents agreed that in general their business performance decreased as a result of many and high transaction costs the policing and enforcement showed the opposite. The study findings revealed that as policing and enforcement increased the business performance of rural based MSMEs increased as well, and vice versa. That was because most rural borrowers under the GBM model are women, who by nature, are afraid of legal actions against them. For that reason, they tend to be serious and careful with loans which leads them to better performance in their businesses. The fact that many respondents agreed to have their business performance decreased as a result of incurring so many and high transaction costs the implication drawn from these results are that group based transaction costs variable, in general, had negative influence on business performance of rural based MSMEs in Kagera region. 
Table 4.13: Percentages of Agreement for Transaction Costs
	Independent variables
	Percentages

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	Total



	Search and Information
	9.7
	18.9
	3.7
	40.6
	27.1
	100

	Bargaining and Decision
	22.6
	27.7
	2.6
	29.7
	17.4
	100

	Policing and Enforcement
	9.3
	16.4
	2.7
	43.3
	28.3
	100


Table 4.14 shows the measures of central tendency for group based transaction costs. The table shows that the total mean, median and mode score indices for overall transaction costs were equally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the fourth specific research objective: “To examine influence of group based transaction costs on business performance of rural based MSMEs in Kagera region” 
 Table 4.14: Measures of Central Tendency for Transaction Costs
	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Search and Information
	21.4
	21
	21
	13
	28

	Bargaining and Decision
	17.5
	18
	18
	9
	28

	Policing and Enforcement
	23.8
	24
	24.1
	10
	38

	Total
	62.7
	63
	63.1
	43
	81


4.3.5 Group based borrower Qualities

Table 4.15 shows the percentages of agreement for group based borrower qualities. The table shows that among the three determinants of borrower qualities entrepreneurship experience recorded the highest rank. That means, in comparison with other determinants entrepreneurship experience had high influence on business performance of rural based MSMEs in Kagera region. This is because entrepreneurial experience is one of the most critical factors in the utilization of entrepreneurship opportunities for self-employment. Also, entrepreneurial experience stimulates entrepreneurial activity and reduces business failure as it helps an entrepreneur acquire self-confidence, self-esteem and participate in decision-making at household and community levels. Taking into account that the majority of respondents agreed to have their business performance improved the implication drawn from these results are that group based borrower qualities had positive influence on business performance of rural based MSMEs in Kagera region. 
Table 4.15: Percentages of Agreement for Borrower Qualities
	Intervening variables
	Percent

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	Total

	Gender
	6.5
	12.0
	3.5
	41.0
	37
	100

	Level of education
	10.7
	19.8
	2.8
	39.9
	26.8
	100

	Entrepr. experience
	4.2
	9.2
	4.4
	50.1
	32.1
	100


Table 4.16 shows the measures of central tendency for group based borrower qualities. The table shows that the total mean, median and mode score indices for overall group based borrower qualities were equally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the fifth specific research objective: “To examine influence of group based borrower qualities on business performance of rural based MSMEs in Kagera region.” 
Table 4.16: Measures of Central Tendency for Borrower Qualities
	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Gender
	23.41
	24
	24
	10
	30

	Level of education
	14.24
	14
	15
	8
	55

	Entrepr. experience
	16.02
	16
	16
	8
	58

	Total 
	53.7
	54
	54
	38
	99


4.3.6 MSME Business Performance
Table 4.17 shows the percentages of agreement for business performance. In regard to business performance the majority of respondents agreed to have increased knowledge, family income and household performance as a result of engaging in group based businesses. From the study, among the three determinants of the dependent business performance variable increased family income ranked high. Additionally, in comparison with other determinants of business performance increased family income had the highest rank, meaning that it was highly influenced by the GBM model. This is because the majority of borrowers measure their business performance by looking at income and profit made by businesses. The fact that the majority of respondents agreed to have increased knowledge, family income and households performance (i.e. increased assets) as a result of engaging in group based businesses the implication drawn from these results are that group based micro-financing (GBM) model has influence on business performance of rural based MSMEs in Kagera region. 
Table 4.17: Percentages of Agreement for MSMEs Business Performance 
	Dependent variables
	Percent

	
	Strongly Disagree
	Disagree
	Not Sure
	Agree
	Strongly Agree
	Total

	Increased knowledge
	3.6
	12.5
	2.6
	47.2
	34.1
	100

	Increased family income
	1.0
	2.9
	1.6
	59.0
	35.5
	100

	Household performance
	9.5
	20.6
	2.9
	37.4
	29.6
	100


Table 4.18 shows the measures of central tendency for business performance. The table shows that the total mean, median and mode score indices for overall business performance were equally distributed with mean, respectively, which are interpreted as moderate. These results ascertained the general research objective: “To determine the influence of group based micro-financing model on business performances of rural based MSMEs in Kagera region.”
Table 4.18: Measures of Central Tendency for MSMEs Business Performance 
	Variable
	Measures of central tendency

	
	Mean
	Median
	Mode
	Min.
	Max.

	Increased knowledge
	15.84
	16
	16
	10
	20

	Increased family income
	17.01
	17
	16
	8
	20

	Household performance
	21.42
	22
	22
	14
	27

	Total
	54.26
	54
	55
	40
	64


4.4 Correlation Analysis between Variables
4.4.1 Correlation For Aggregated Predictor Variables 
Table 4.19 shows the correlation between predictor group based micro-financial services, mandatory loan servicing costs, nonfinancial services, transaction costs and borrower qualities variables on one side and dependent business performance variable on the other side. Group based micro-financial services, nonfinancial services and borrower qualities variables have positive correlation with business performance variable as shown in the table. This indicates that when micro-financial services, nonfinancial services and borrower qualities increased the business performance of rural based MSMEs in Kagera region increased as well, and vice versa. That was because the three variables reduced the costs incurred by borrowers to run their businesses. On the other hand, the same table shows that group based mandatory loan servicing costs and transaction costs had negative correlation with business performance. This indicates that when mandatory loan servicing costs and transaction costs increased the business performance of rural based MSMEs in Kagera region decreased, and vice versa. The reason behind this was that the two variables added up costs incurred by borrowers on their businesses. From the table group based transaction costs variable shows the highest correlation with business performance, which implies that among the predictor variables transaction costs had high influence on business performance of rural based MSMEs in Kagera region.  
Table 4.19: Correlation Matrix for Aggregated Predictor Variables and Business Performance
	
	
	Business performance
	Micro-financial services
	Mandatory loan servicing costs
	Nonfinancial services
	Transaction costs
	Borrower qualities

	Pearson correlation
	Business performance
	1
	.343**
	-.432**
	.230**
	-.448**
	.371**

	
	Micro-financial services
	.343**
	1
	.376**
	.395**
	.284**
	.119*

	
	Mandatory loan servicing              
	-.432**
	-.376**
	1
	-.232**
	-.337**
	-.290**

	
	Nonfinancial services
	.230**
	.395**
	.232**
	1
	.262**
	.044

	
	Transaction costs
	-.448**
	-.284**
	-.337**
	-.262**
	1
	-.359**

	
	Borrower qualities
	.371**
	.119*
	.290**
	.044
	.359**
	1


4.4.2 Correlation for Disaggregated Predictor Variables
Some independent and intervening variables like loan disbursement and training on skills acquisition had the highest and lowest positive correlations with business performance, respectively (see Appendix 1). That means, when loan disbursement increased the business performance increased much as compared with other predictor variable determinants, and vice versa.  This is because these determinants brought down the costs borne by borrowers hence the same borrowers would like to have more of them in order to increase their businesses performance. On the other hand, some independent variables like loan fees, and bargaining and decision making had the highest and lowest negative correlations, respectively with business performance (see Appendix 1). That means, when these variables increased the business performance decreased, and vice versa. This is because these variables added up business costs hence the same borrowers would like to have less or none of them in order to improve their businesses performance. Very interestingly, the same table (Appendix 1) shows that policing and enforcement, being one of the three determinants of transaction costs variable, positively influenced on business performance of rural based MSMES. The probable reason established by the study is that the majority of borrowers under the GBM model are women, who by nature, are afraid of legal actions against them which make them serious and careful when using loans.
4.5 Model estimation findings 

4.5.1 Analysis of Variance (ANOVA)

The F-statistics with the results of 10.770 realized that the model was fit to predict the study findings at the level of significance of 5% as shown by (Sig. F < 0.05) (Table 4.20).
Table 4.20: Analysis of Variance (ANOVA)

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	1963.260
	15
	130.884
	10.770
	.000a

	
	Residual
	3184.092
	262
	12.153
	
	

	
	Total
	5147.353
	277
	
	
	



Source: Research findings (2020)
4.5.2 Model Summary
Table 4.21 shows a model summary that the R2 is 0.627 which was sufficient to report the strength of the relationship between the model and the dependent variable. The fact that the current study R2 is 0.627 indicates that 63% of changes in business performance were explained by the selected group based micro-financing variables. 
             Table 4.21: Model Summary
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	0.792a
	0.627
	0.620
	2.35535


4.6 Findings for Regression Analysis
4.6.1 Regression Analysis for Aggregated Variables
Results for estimated equation (analytical model) 4 are presented in Table 4.22. From the table the resulted values were as presented in the table for micro-financial services, nonfinancial services and borrower qualities. Group based micro-financial services and borrower qualities had positive influences on business performance and their influences were significant at 0.05. For that reason the null hypotheses (H0): (i) There is no significant influence of group based micro-financial services on business performance of rural based MSMEs in Kagera region. (ii) There is no significant influence of group based borrower qualities on business performance of rural based MSMEs in Kagera region were not accepted because at p= 0.05 the data did not provide sufficient statistical evidences to accept the null hypotheses. Nonfinancial services had positive influence on business performance, though its influence was insignificant at 0.05. For that reason the null hypothesis (H0): There is no significant influence of group based nonfinancial services on business performance of rural based MSMEs in Kagera region was accepted because at p = 0.05 the data did not provide sufficient statistical evidence to reject the null hypothesis. Mandatory loan servicing costs and transaction costs had negative influence on business performance and their influences were significant at 0.05. For that reason the null hypotheses (H0): (i) There is no significant influence of group based mandatory loan servicing costs on business performance of rural based MSMEs in Kagera region. (ii) There is no significant influence of group based transaction costs on business performance of rural based MSMEs in Kagera region were not accepted because at           p = 0.05 the data did not provide sufficient statistical evidences to accept the null hypotheses.
Table 4.22: Regression Coefficient for Aggregated Predictor Variables
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	18.817
	3.060
	
	6.150
	.000

	
	Micro-financial services
	.111
	.043
	.147
	2.589
	.012

	
	Mandatory loan servicing 
	-.167
	.042
	-.224
	-3.963
	.000

	
	Nonfinancial services
	.032
	.029
	.059
	1.081
	.280

	
	Transaction costs
	-.169
	.038
	-.249
	-4.398
	.000

	
	Borrower qualities
	.117
	.034
	.187
	3.406
	.011


4.6.2 Coefficient (Magnitude) of Predictor Variables 
In regard to magnitude (coefficient) of predictor variables table 4.22 shows that group based nonfinancial services recorded the lowest magnitude and group based transaction costs recorded the highest magnitude among all predictor variables. The magnitude for group based nonfinancial services and transaction costs variables were β3 = 0.059 and β4 = -0.249, respectively. That means, at the level of significance of 0.05 a unit increase in group based nonfinancial services increased the business performance by 0.059 units. On the other hand a unit increase in group based transaction costs decreased the business performance by 0.249 units. These results implied that the influence of group based nonfinancial services variable on business performance of rural based MSMEs in Kagera region, though positive, was very low for about 5.9%. Such influence could hardly be felt by borrowers as compared with other studied predictor variables. On the other hand, the influence of group based transaction costs on business performance of rural based MSMEs in Kagera region, though negative, was very big for about 24.9%. Such influence could strongly be felt by borrowers as compared with other predictor variables. The magnitudes for other studied predictor variables were as shown in table 4.22. 
4.6.3 Regression Coefficient for Disaggregated Predictor Variables
The estimation of analytical model 5 with disaggregated variables for GBM variables came up with the results presented in Table 4.23. In regard to magnitude (coefficient) for disaggregated predictor variables table 4.23 shows that training on skills acquisition recorded the lowest magnitude and policing and enforcement recorded the highest magnitude among the studied determinants of predictor variables. The magnitude for training on skills acquisition and policing and enforcement were β = 0.008 and β = 0.236, respectively. That means, at the level of significance of 0.05 a unit increase in training on skills acquisition increased the business performance by 0.008 units. On the other hand a unit increase in policing and enforcement increased the business performance by 0.236 units. 
The implication drawn from these results is that training on skills acquisition, had the lowest positive influence of about 0.8% on business performance of rural based MSMEs in Kagera region. Such influence could hardly be felt by borrowers as compared with other studied determinants of predictor variables. On the other hand, policing and enforcement had the highest positive influence among the studied determinants of predictor variables of about 23.6% on business performance of rural based MSMEs in Kagera region. Such influence could felt by borrowers as compared with other studied determinants of predictor variables. The magnitudes for the rest of determinants were as shown in table 4.23. Furthermore, in regard to transaction costs variable the same table 4.23 shows the values obtained for its three determinants were as shown in the table for search and information, bargaining and decision making, and policing and enforcement. Very interestingly, although transaction costs, as a parent variable had negative influence on business performance (see table 4.23) which was in line with the theoretical expectation one of its determinants (i.e. policing and enforcement) had significant positive influence on business performance at 5% level of significance. 
The probable reason behind this is that the majority of borrowers under the GBM model are women, who by nature, are afraid of legal actions against them to the extent of making them serious and careful when using loans. Additionally, that was due to the fact that if policing and enforcement increases by just one percent, business performance increases by 0.236, implicitly, if efforts to undertake policing and enforcement of loan re/payment doubles then business performance increases by 23.6 percent. Conclusively, the results under this chapter show that nonfinancial services and its training on skills acquisition had the lowest influences on business performance basing on the fact that they all recorded the lowest ranks among the studied predictor variables and determinants, respectively. Furthermore, the results under this section to a large extent marry with those obtained from other sections of this chapter in regard to influence of predictor variables on business performance of rural based MSMEs in Kagera region. To justify these arguments let us see the following five examples: Table 4.19 of section 4.4.1 on correlation for aggregated predictor variables shows that nonfinancial services had the lowest correlation (0.230) on business performance of rural based MSMEs among the studied predictor variables. Table 4.22 of section 4.6.1 shows that nonfinancial services had the lowest magnitude (0.059) among the studied predictor variables. Table 4.11 of section 4.3.3 on percentages of agreement for group based nonfinancial services shows that training on skills acquisition recorded the lowest rank (40%) among the studied determinants of nonfinancial services variable in regard to borrowers who agreed to have increased business performance as result of getting training on skills acquisition. Appendix 1 (i.e. Correlation matrix for disaggregated predictor variables) of section 4.4.2, shows that skills acquisition had the lowest influence (0.074) on business performance of rural based MSMEs. Table 4.23 of this section (4.6.2) shows that training on skills acquisition had the lowest magnitude of about 0.8% among the studied determinants.
Table 4.23: Regression coefficient for disaggregated predictor variables
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	(Constant)
	17.071
	3.218
	
	5.305
	.000

	Loan disbursement
	.292
	.107
	.152
	2.729
	.007

	Loan usage
	.074
	.084
	.049
	.884
	.378

	Loan repayment policy
	.131
	.066
	.105
	1.972
	.050

	Loan interest
	-.186
	.085
	-.116
	-2.184
	.030

	Loan fees
	-.308
	.096
	-.189
	-3.225
	.001

	Loan savings deposit
	-.129
	.101
	-.077
	-1.278
	.202

	Training on business skills
	.060
	.066
	.053
	.919
	.359

	Training on skills acquisition
	010
	.068
	008
	143
	.887

	Extension services
	.078
	.083
	.056
	.938
	.349

	Search and information
	-.235
	.098
	-.140
	-2.401
	.017

	Bargaining and decision making
	-.070
	.062
	-.063
	-1.124
	.262

	Policing and enforcement
	.219
	.051
	.236
	4.335
	.000

	Gender
	017
	.063
	.015
	270
	.787

	Level of education
	.138
	.071
	.103
	1.949
	.052

	Entrepreneurship experience
	.184
	.066
	.145
	2.770
	.006


4.7 Discussion on Research Findings/ Results
Under this section the researcher discussed and compared the results under the current study with those of past researchers/ studies whose literatures were reviewed in chapter two. The researcher tried to give out implications of the findings to the theories concerned as follows:

4.7.1 Influence of Group based Micro-financial Services (MFS) on Business Performance of Rural based MSMEs  

With this study the resulted values showed that group based micro-financial services had positive correlation with business performance of rural based MSMEs in Kagera region.  As micro-financial services increased the business performance of rural based borrowers increased as well, and vice versa. That was because MFS minimized the costs of doing businesses and for that reason borrowers would like to have much of them. From those results it implied that micro-financial services had significant positive influence on business performance of rural based MSMEs in Kagera region. These findings to a large extent concur with those of Asante-Addo et al. (2017); Banerjee & Jackson (2017); Chen et al. (2017) and Sharma et al. (2017) who argued that provision of micro-financial services to the poor up-lifted them out of poverty and that MFS was a strongest poverty alleviation strategy in several developing countries in Africa, Asia, and Latin America.
4.7.2 Influence of Group based Mandatory Loan Servicing Costs (MLS) on Business Performance of Rural based MSMEs

From the current study group based mandatory loan servicing costs (MLS) had negative correlation with business performance of rural based MSMEs in Kagera region because as these costs increased the business performance of rural based MSMEs decreased and vice versa because MLS added up the costs of doing businesses. In that case many borrowers would like to have less of them for their businesses to perform better. These results implied that mandatory loan servicing costs had significant negative influence on business performance of rural based MSMEs in Kagera region. These findings concur with those of Banks et al. (2019) and Maîtrot & Niño‐Zarazúa (2017) who argued that mandatory loan servicing costs (MLS) were burdens to most group based borrowers as they impacted negatively on their businesses performance.
4.7.3 Influence of Group based Nonfinancial services (NFS) on Business Performance of Rural based MSMEs
The current study showed that group based nonfinancial services (NFS) had low positive correlation with business performance of rural based MSMEs in Kagera region because as nonfinancial services increased the business performance increased as well, though not much. That was because nonfinancial services somehow minimized the costs of doing businesses and for that reason borrowers would like to have much of them. The implication drawn from these results is that group based nonfinancial services had positive influence on business performance of rural based MSMEs in Kagera region. These findings concur with those of Banerjee & Jackson, 2017; Chen et al., 2017; Javalgi et al. (2018) and Sanda (2020) who argued that nonfinancial services was one of the factors that influenced towards good performance of enterprises, and that credit alone could not influence the Micro, Small and Medium sized Enterprises (MSMEs) performance. Their argument was based on that motivational factors such as training and education significantly contributed towards good performance of enterprises as they enabled participants to change their “business as usual” behavior and how they perceived their activities.
4.7.4 Influence of group based Transaction costs (TC) on business performance of Rural based MSMEs
The current study results showed that group based transaction costs in general was negatively correlated with business performance of rural based MSMEs in Kagera region because as these costs increased the business performance decreased and vice versa. The reason was that transaction costs added up the costs of doing businesses and for that reason borrowers would like to have less of them. These results implied that transaction costs had significant negative influence on business performance of rural based MSMEs in Kagera region. These findings concur with those of Sharma et al. (2017); Asante-Addo et al. (2017) and Danga & Yusuph (2019) who argued that most group based borrowers of commercial banks and microfinance institutions complained much about high and too many transaction costs and weekly meetings as barriers to their businesses performance.
4.7.5 Influence of group based Borrower Qualities (BQ) on business Performance of rural based MSMEs

With this study the resulted values showed that group based borrower qualities (BQ) had positive correlation with business performance of rural based MSMEs in Kagera region. That, as BQ improved the business performance of rural based MSMEs in Kagera region increased as well and vice versa because the Qualities minimized the costs of doing businesses and for that reason borrowers would like to have much of them. The implication drawn from these results was that borrower qualities had significant positive influence on business performance of rural based MSMEs in Kagera region. These results concur with those of Rahman et al. (2017); Hameed et al. (2017) and Enimola et al. (2019) who argued that women were major targets and dominants of group based micro-financing model, serious and efficient users of group loans, more trustful than men when it came to loan repayment, etc. Additionally, Hameed et al. (2017); Rahman et al. (2017) and Enimola et al. (2019) argued that entrepreneurship experience was one of effective tools for poverty alleviation as it created opportunities for self-employment.
4.7.6 Chapter summary of the Major Findings
Under this chapter the researcher presented demographical data such as sex, age, marital status, education level, occupation and family size to enable reader(s) of this thesis have a good picture of respondents. Variables were described focusing on study objectives and selected predictor and dependent variables. Tables were used to show the percentages of agreement and measures of central tendency of respondents. Correlation analysis of variables confirmed that micro-financial services (MFS), nonfinancial services (NFS) and borrower qualities (BQ) variables had positive correlations on business performance (BP) of rural based MSMEs in Kagera region. On the other hand, the study showed that mandatory loan servicing costs (MLS) and transaction costs (TC) had negative correlation on business performance of rural based MSMEs in Kagera region. 
Regression analysis was also used to test the significance for predictor variables. The resulted values showed that group based micro-financial services and borrower qualities had significant positive influence on business performance at p = 0.05. For that reason their null hypotheses (H0) were not accepted because at p= 0.05 the data did not provide sufficient statistical evidences to accept their null hypotheses. Nonfinancial services at    p = 0.05 had insignificant positive influence on business performance of rural based MSMEs in Kagera region. For that reason its null hypothesis (H0) was accepted because at p = 0.05 the data did not provide sufficient statistical evidence to reject it. Mandatory loan servicing costs and transaction costs had negative influence on business performance and their influences were significant at p = 0.05. For that reason their null hypotheses (H0) were not accepted because at p = 0.05 the data did not provide sufficient statistical evidences to accept them. The coefficient (magnitude) of predictor variables showed that group based nonfinancial services (NFS) recorded the lowest magnitude and group based transaction costs (TC) recorded the highest magnitude among all studied predictor variables. The magnitudes for group based nonfinancial services and transaction costs variables were β3 = 0.059 and β4 = -0.249, respectively. That meant, at p = 0.05 a unit increase in group based nonfinancial services and transaction costs variables increased the business performance by 0.059 and 0.249 units, respectively. These results implied that the magnitude of group based nonfinancial services variable on business performance of rural base MSMEs in Kagera region, though positive, was low for about 5.9% and that of transaction costs was high for about 24.9%.  

In regard to coefficient (magnitude) for disaggregated predictor variables the study results showed that training on skills acquisition recorded the lowest magnitude and policing and enforcement recorded the highest magnitude among the studied determinants of predictor variables. The magnitude for training on skills acquisition and policing and enforcement were β = 0.008 and β = 0.236, respectively. That meant, at p = 0.05 a unit increase in training on skills acquisition and policing and enforcement increased the business performance by 0.008 and 0.236 units, respectively. The implication drawn from these results was that training on skills acquisition and policing and enforcement had the lowest and highest positive influences on business performance of rural based MSMEs in Kagera region for about 0.8% and 23.6%, respectively. Finally, the researcher discussed and compared major research findings with those of previous researchers/ studies whose literatures were reviewed in chapter two. The current study findings/ results to a large extent concurred with those of past researchers and studies whereby MFS, NFS and BQ were positively correlations with business performance of rural based MSMEs in Kagera region. Nonetheless, MLS and TC were negatively correlated with business performance of rural based MSMEs in Kagera region. Conclusively, in general Group Based Micro-financing (GBM) model was positively correlated with business performance of rural based MSMEs in Kagera region.
CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS
5.1 Conclusion
The study examined specific research objectives and confirmed that group based micro-financial services (MFS), nonfinancial services (NFS) and borrower qualities (BQ) variables had positive correlation with business performance of rural based MSMEs in Kagera region. That is, as the three variables increased the business performance of rural based MSMEs in Kagera region increased as well, and vice versa. That implied the three variables positively influenced on business performance of rural based MSMEs in Kagera region. 
The regression analysis confirmed that at p = 0.05 group based micro-financial services (MFS) and borrower qualities (BQ) variables had significant positive influence on business performance of rural based MSMEs in Kagera region. For that reason the null hypotheses (H0) for MFS and BQ were not accepted because at p= 0.05 the data did not provide sufficient statistical evidences to accept their null hypotheses. Nonetheless, the same regression analysis confirmed that at p = 0.05 nonfinancial services (NFS) had insignificant positive influence on business performance of rural based MSMEs in Kagera region. For that reason the null hypothesis (H0) for NFS was accepted because at p = 0.05 the data did not provide sufficient statistical evidences to reject its null hypothesis. The same study examined and confirmed that group based mandatory loan servicing costs (MLS) and transaction costs (TC) had negative correlation with business performance of rural based MSMEs in Kagera region. That is, as the two variables increased the business performance of rural based MSMEs decreased, and vice versa which implied that the two variables negatively influenced on business performance of rural based MSMEs in Kagera region. Furthermore, the regression analysis confirmed that at p = 0.05 group based mandatory loan servicing costs (MLS) and transaction costs (TC) variables had significant negative influence on business performance of rural based MSMEs in Kagera region. For that reason the null hypotheses (H0) for MLS and TC were not accepted because at p= 0.05 the data did not provide sufficient statistical evidences to accept their null hypotheses.
Conclusively, the study determined the Group based business performance (BP) by comparing the means of responses from respondents who agreed against those who disagreed to increase knowledge, family income and household performance (assets) after using group based loans. In general the study results showed that the majority of respondents agreed to have their business performance increased after using group based loans and few of them claimed that their business performance did not increase after using group based loans. Basing on the fact that the majority of respondents agreed to have their business performance increased as a result of using group based loans the implication drawn from these results is that group based micro-financing model had positive influence on business performance of rural based MSMEs in Kagera region. The study showed that the R2 was 0.627 which was sufficient to report the strength of the relationship between the model and the dependent variable. The fact that the R2 was 0.627 indicated that 63% of the changes in business performance were explained by the selected group based micro-financing (GBM) variables. Finally, the research hypotheses testing was done to determine the calculated p-value at 0.05 which led to failure to accept the null research hypothesis (H0) for the GBM instead accepted the alternative one (H1): There is significant influence of group based micro-financing model on business performance of rural based MSMEs in Kagera region.
5.3 Recommendations

5.3.1 Areas for Future Researches
As a result of undertaking this study the following are areas for future researches:

(a) Some past researchers, such as Banerjee & Jackson (2017) and Addo (2018) reported that transaction cost variable and its determinants had negative influences on business performance of rural based MSMEs. In line with theoretical expectation transaction costs variable had significant negative influence on business performance of rural based MSMEs. Also, the current study ascertained that in general transaction costs has negative influence on business performance of rural based MSMEs. Contrary, to past researchers’ findings and theoretical expectation, the current study disaggregated the transaction costs variable and found that policing and enforcement, being one of the three studied determinants, strongly and positively influenced on business performance of rural based MSMES in Kagera region. As it was not clear why policing and enforcement positively influenced on business performance of rural based MSMEs in Kagera region contrary to its mother variable (TC) and theoretical expectation, it therefore calls for future quantitative and/ or qualitative studies to generally determine WHY policing and enforcement behaved like that. 
(a) In order to draw inference on actual influence of GBM model on business performance of rural based MSMEs: (i) A study undertaken with rural based microcredit borrowers should be compared with the one undertaken with urban based microcredit borrowers, as a control. (ii) A study undertaken with group based microcredit borrowers should be compared with the one undertaken with individual based borrowers, as a control.
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APPENDICES

APPENDIX 1: Correlation matrix for disaggregated predictor variables
	
	Loan disburse

ment
	Loan usage
	Loan repayment policy
	Loan interest
	Loan fees
	Loan savings deposit
	Training on entrepreneurship skills 
	Training on skills acquisition
	Extension service
	Search and information
	Bargaining and decision making
	Policing and enforcement
	Gender
	Level of education
	Entrepreneurship experience

	Business performance
	.318**
	.174**
	.217**
	-.266**
	-.413**
	-.264**
	.213**
	.074
	.247**
	-.391**
	-.170**
	.251**
	.204**
	.270**
	.270**

	Loan disbursement
	1
	.175**
	.115
	.192**
	.268**
	.330**
	.062
	.091
	.112
	.342**
	.064
	.017
	.227**
	.188**
	.126*

	Loan usage
	.175**
	1
	.180**
	.239**
	.082
	.049
	.271**
	.250**
	.334**
	.141*
	.202**
	-.047
	.153*
	-.088
	.000

	Loan repayment policy
	.115
	.180**
	1
	.104
	.205**
	.211**
	.255**
	.175**
	.196**
	.201**
	.238**
	-.033
	-.003
	 .039
	-.064

	Loan interest
	-.192**
	-.239**
	-.104
	1
	-.250**
	-.206**
	-.179**
	-.099
	-.248**
	-.198**
	-.064
	-.001
	-.065
	-.088
	-.037

	Loan fees
	-.268**
	-.082
	-.205**
	-.250**
	1
	-.415**
	-.194**
	-.011
	-.154*
	-.372**
	-.162**
	-.122*
	-.197**
	-.229**
	-.214**

	Loan savings deposit
	-.330**
	-.049
	-.211**
	-.211**
	-.415**
	1
	-.125*
	-.044
	-.033
	-.333**
	-.099
	-.253**
	-.151*
	-.200**
	-.203**

	Training on entrep. skills
	.062
	.271**
	.255**
	.255**
	.194**
	.125*
	1
	.387**
	.372**
	.249**
	.304**
	.087
	.012
	.106
	.020

	Train skills acquisition
	.091
	.250**
	175**
	.099
	.011
	.044
	.387**
	1
	.367**
	.097
	.264**
	.179**
	.135*
	.022
	.027

	Extension service
	.112
	.334**
	.196**
	.248**
	.154*
	.033
	.372**
	.367**
	1
	.252**
	.396**
	.079
	.060
	.104
	.116

	Search and information
	-.342**
	-.141*
	-.201**
	-.198**
	-.372**
	-.333**
	-.249**
	-.097
	-.252**
	1
	-.141*
	-.031
	-.167**
	-.276**
	-.240**

	Bargaining and de. making
	-.064
	-.202**
	-.238**
	-.064
	-.162**
	-.099
	-.304**
	-.264**
	-.396**
	-.141*
	1
	-.198**
	.000
	-.029
	-.055

	Policing and enforcement
	.017
	.047
	.033
	.001
	.122*
	.253**
	.087
	.179**
	.079
	.031
	.198**
	1
	.320**
	.136*
	.117

	Gender
	.227**
	.153*
	.003
	.065
	.197**
	.151*
	.012
	.135*
	.060
	167**
	.000
	.320**
	1
	.146*
	.189**

	Level of education
	.188**
	.088
	.039
	.088
	.229**
	.200**
	.106
	.022
	.104
	.276**
	.029
	.136*
	.146*
	1
	.141*

	Entrepreneurship experien
	.126*
	.126*
	-.064
	.037
	.214**
	.203**
	.020
	.027
	.116
	.240**
	.055
	.117
	.189**
	.141*
	1


APPENDIX 2: 
Questionnaire

Questionnaire Number: …………………

Respondent’s name:..................................................................... Sex…………              

Village/ Hamlet........................................Ward……….…..……

District .................................………….. Phone number (ifany): ………………….
	PART I: RESPONDENT BACKGROUND INFORMATION

(Please circle the right number corresponding to your choice)


Social demographic data
	A1) Age: How old are you (in years)?

	15-25
	26-35
	36-45
	46-55
	56-65
	Above 65

	1
	2
	3
	4
	5
	6


	A2) Marital status: What is your marital status?

	Single
	Married
	Divorced
	Widow
	Widower

	1
	2
	3
	4
	5

	

	A3) Academic attainment: What is your level of education?

	Did not go to school
	Adult education
	Primary
	Secondary
	Ordinary college
	University

	1
	2
	3
	4
	5
	6


	A4) Occupation: What is your major occupation apart from this business?

	Farming
	Livestock keeping
	Fishing
	Employee
	Others ……..

	1
	2
	3
	4
	5

	

	A5) Loan usage experience: How many times have you borrowed from banks and/or other financial institutions?
	

	1
	2
	3
	4
	5 and above
	

	1
	2
	3
	4
	5
	


PART 2: RESPONDENT’S PREFERENCES OR DEGREE OF AGREEMENT

(Please circle the right number corresponding to your response)

That is against 1 = Strongly Disagree; 2= Disagree; 3 = Not Sure; 4 = Agree; 5 = Strongly Agree
	Micro-financial services

	Loan disbursement

	B1
	I got collateral free loan 
	1
	2
	3
	4
	5

	B2
	I attended training before receiving loan
	1
	2
	3
	4
	5

	B3
	I attended training at my own costs
	1
	2
	3
	4
	5

	B4
	I received loan the same week I signed contract  
	1
	2
	3
	4
	5

	B5
	I invested my loan in business after receiving it
	1
	2
	3
	4
	5

	B6
	I received the loan one month after signing contract 
	1
	2
	3
	4
	5

	Loan usage

	B7
	I used business and credit plan as a blueprint for my business  
	1
	2
	3
	4
	5

	B8
	I used the loan the same week I received it
	1
	2
	3
	4
	5

	B9
	I used the loan one month after receiving it
	1
	2
	3
	4
	5

	B10
	I used my loan only for intended purpose(s)
	1
	2
	3
	4
	5

	B11
	I once used some amount of loan for non-business purposes 
	1
	2
	3
	4
	5

	B12
	I received less amount of loan compared to my business budget
	1
	2
	3
	4
	5

	Loan repayment policy

	B13
	I made weekly loan repayments 
	1
	2
	3
	4
	5

	B14
	I made fortnightly loan repayments
	1
	2
	3
	4
	5

	B15
	Weekly loan repayment policy was appropriate for my business
	1
	2
	3
	4
	5

	B16
	Fortnightly loan repayment policy was appropriate for my business
	1
	2
	3
	4
	5

	B17
	My loan had a weekly grace period
	1
	2
	3
	4
	5

	B18
	Full loan repayment at the end of the term was appropriate for my business
	1
	2
	3
	4
	5

	Mandatory loan servicing costs

	Loan interest

	C1
	I paid loan interest on fortnightly basis 
	1
	2
	3
	4
	5

	C2
	I know much on impact of high loan interest rate on my business
	1
	2
	3
	4
	5

	C3
	I knew my loan interest rate before signing contract
	1
	2
	3
	4
	5

	C4
	I knew my loan interest rate after signing contract
	1
	2
	3
	4
	5

	C5
	Despite high interest rate I timely repaid the loan in full 
	1
	2
	3
	4
	5

	C6
	My borrowing was backed by informed decision  
	1
	2
	3
	4
	5

	Loan fee, insurance and membership registration fees

	C7
	I paid loan fee before receiving loan 
	1
	2
	3
	4
	5

	C8
	I paid loan insurance before receiving loan 
	1
	2
	3
	4
	5

	C9
	I paid membership registration fee before receiving loan 
	1
	2
	3
	4
	5

	C10
	I was educated on all fees to be charged on my loan 
	1
	2
	3
	4
	5

	C11
	Loan iinsurance safeguards loan in case of death or permanent disability 
	1
	2
	3
	4
	5

	C12
	Loan insurance safeguarded my business from poor performance due to natural disasters
	1
	2
	3
	4
	5

	Savings deposit

	C13
	I paid savings deposit before receiving loan
	1
	2
	3
	4
	5

	C14
	I made weekly savings apart from savings deposit 
	1
	2
	3
	4
	5

	C15
	I made fortnightly savings apart from savings deposit 
	1
	2
	3
	4
	5

	C16
	I was reimbursed  my savings deposit at the end of loan cycle 
	1
	2
	3
	4
	5

	C17
	I invested less money compaired to my business budget because of savings deposit 
	1
	2
	3
	4
	5

	Nonfinancial services

	Training on entrepreneurship skills

	D1
	I was trained on entrepreneurship and business skills before getting loan  
	1
	2
	3
	4
	5

	D2
	I was trained on entrepreneurship and business skills after getting 
	1
	2
	3
	4
	5

	D3
	Entrepreneurship and business skills training was essential for my business 
	1
	2
	3
	4
	5

	D4
	I got training from the lender
	1
	2
	3
	4
	5

	D5
	I got training from non-lending institution
	1
	2
	3
	4
	5

	D6
	I endeavoured to know my business and the markets in general
	1
	2
	3
	4
	5

	Training on skills acquisition 

	D7
	I needed training on skills acquisition
	1
	2
	3
	4
	5

	D8
	I was trained on skills acquisition from the lending institution before receiving loan
	1
	2
	3
	4
	5

	D9
	I was trained on skills acquisition from the lending institution after receiving loan
	1
	2
	3
	4
	5

	D10
	I was trained on skills acquisition during “Centre” meetings
	1
	2
	3
	4
	5

	D11
	I was trained on skills acquisition from non-lending institution(s) 
	1
	2
	3
	4
	5

	D12
	I was trained on skills acquisition from radio and TV programs
	1
	2
	3
	4
	5

	Extension service 

	D13
	Extension service was essential for my business
	1
	2
	3
	4
	5

	D14
	I received extension service from the lender
	1
	2
	3
	4
	5

	D15
	I received extension service from government officers 
	1
	2
	3
	4
	5

	D16
	Extension service provided to my business was adequate 
	1
	2
	3
	4
	5

	D17
	I depended much on group members experience sharing and horizontal learning 
	1
	2
	3
	4
	5

	D18
	I depended much on my own experience rather than formal extension service 
	1
	2
	3
	4
	5

	Transaction costs   

	Search and information

	E1
	I knew about group loans from the lender 
	1
	2
	3
	4
	5

	E2
	I knew of available group based loans as a result of my own efforts
	1
	2
	3
	4
	5

	E3
	I knew much about the loan transaction costs
	1
	2
	3
	4
	5

	E4
	“Centre” meetings took 2 to 6 hours a day  
	1
	2
	3
	4
	5

	E5
	I contributed money to meet “Centre” running costs 
	1
	2
	3
	4
	5

	E6
	“Centre” meetings were for following-up loans and urging borrowers to timely repay 
	1
	2
	3
	4
	5

	Bargaining and Decision making

	E7
	I was required to sign the loan contract the way it was drafted by the lender
	1
	2
	3
	4
	5

	E8
	I discussed with the lender about the contract and finally agreed on terms
	1
	2
	3
	4
	5

	E9
	I had enough time to study the loan contract and seek consultation before signing it 
	1
	2
	3
	4
	5

	E10
	I knew the terms of my contract before signing it
	1
	2
	3
	4
	5

	E11
	My guarantor also studied and knew  my loan contract terms before signing it
	1
	2
	3
	4
	5

	E12
	After signing the contract I was given a copy for reference
	1
	2
	3
	4
	5

	Policing and Enforcement 

	E13
	Group members maintained regular contacts and jointly monitored members’ businesses
	1
	2
	3
	4
	5

	E14
	Our group was held liable by the lender because one of our members failed to repay 
	1
	2
	3
	4
	5

	E15
	Once we were forced to confiscate our group member’s properties for failure to repay 
	1
	2
	3
	4
	5

	E16
	Once we were forced to sue one of our group members as a result of defaulting
	1
	2
	3
	4
	5

	E17
	Once our fellow member quitted a group due to poor business performance 
	1
	2
	3
	4
	5

	E18
	Social supervision and enforcement minimized legal actions taking in our group
	1
	2
	3
	4
	5

	Borrower qualities

	Gender

	F1
	Women were dominants of our group 
	1
	2
	3
	4
	5

	F2
	Land ownership was a problem to me for agricultural engagement
	1
	2
	3
	4
	5

	F3
	As a married person I needed my spouse’s consent in order to engage in business 
	1
	2
	3
	4
	5

	F4
	As a married person I needed my spouse’s consent to use family properties as collateral 
	1
	2
	3
	4
	5

	F5
	My spouse had a say on my business incomes
	1
	2
	3
	4
	5

	F6
	My family feeling and support about my engagement in business was positive 
	1
	2
	3
	4
	5

	Level of education

	F7
	Formal education helped me to successfully run my business   
	1
	2
	3
	4
	5

	F8
	I depended much on learned group members to run my business 
	1
	2
	3
	4
	5

	F9
	As a learned person my business was performing better 
	1
	2
	3
	4
	5

	F10
	My business was performing better despite my low level of education
	1
	2
	3
	4
	5

	Entrepreneurial experience 

	F11
	I depended much on group members with long experience to run my business
	1
	2
	3
	4
	5

	F12
	As a long experienced entrepreneur my business performed better
	1
	2
	3
	4
	5

	F13
	Entrepreneurship experience influenced positively on my business 
	1
	2
	3
	4
	5

	F14
	In comparison with illiterate borrowers my business was performing better
	1
	2
	3
	4
	5

	Businesses performance

	Increased knowledge

	G1
	I shared knowledge with fellow group members to run my business
	1
	2
	3
	4
	5

	G2
	I had little knowlege on my business while using individual based loans
	1
	2
	3
	4
	5

	G3
	I had huge knowledge on my business three years after using group based loans 
	1
	2
	3
	4
	5

	G4
	I had little knowledge because of running group based business
	1
	2
	3
	4
	5

	Increased income 

	G5
	I measured my business performance by looking at income and profit made
	1
	2
	3
	4
	5

	G6
	My monthly income was less than TZS 50,000/= while using individual based loans
	1
	2
	3
	4
	5

	G7
	My monthly income shot up to TZS 150,000/= three years after using group loans 
	1
	2
	3
	4
	5

	G8
	I increased income as I started running group based business 
	1
	2
	3
	4
	5

	Household performance

	G9
	I had few household assets while running individual based business
	1
	2
	3
	4
	5

	G10
	I bought chairs, tables, beds, mattresses and radio three year after using group loans
	1
	2
	3
	4
	5

	G11
	I had few kitchen utensils three years after using group based loans
	1
	2
	3
	4
	5

	G12
	I increased household assets three years after running group based business
	1
	2
	3
	4
	5
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Businesses performance 
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Household performance
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Microfinance services


Loan disbursement


Loan usage


Loan repayment policy
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Nonfinancial services


Training on Business and entrepreneurship 


Training on Skills acquisition 
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Transaction costs


Search and information costs


Bargaining and decision
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Policing and Enforcement costs
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