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ABSTRACT
MFI sector plays an important role in poverty reduction in the economy especially of the less developed countries. This role is like the heart to the human body to pump the financial resources that are necessary for the economic growth and well being of a nation and its people. This research focused on the contribution of the microfinance sector on poverty reduction efforts among women in Dar es Salaam. Poverty reduction was looked at four major variables namely income, employment level, saving and assets ownership by female entrepreneurs.

In order to analyze the contribution of the microfinance institutions on the above mentioned parameters, primary data were collected through questionnaire from 100 respondents. The research found that, there was a significant decrease in poverty among women as recognized and proved by an increase in income, employment level, saving and assets ownership to them as a result of loans from the MFIs. 

Despite of these achievements, it is recommended that the microfinance sector should invest in advertising its services so that more poor people are recruited by them. Again there is a need for them to expand their services to rural areas where a rate of poverty is higher rather than concentrating in urban area
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1.0 [bookmark: _Toc398546020]INTRODUCTION AND BACKGROUND INFORMATION

[bookmark: _Toc370892309][bookmark: _Toc370892443][bookmark: _Toc398546021]1.1 Introduction
[bookmark: _Toc377319590]The chapter describes the background history, statement of the research problem, general objective and specific objective. It further presents research questions, significance of the study and limitations.

[bookmark: _Toc370892310][bookmark: _Toc370892444][bookmark: _Toc398546022]1.2 Background Information
Across the African continent almost every country  is affected by the  problem of poverty and it has been a talk by the developed countries on how to help the continent to have solution on it. Poverty is the condition in which low-income people cannot meet the basic needs of life. This is associated with many fold difficulties like decrease in health facilities, high illiteracy rate, decrease in quality of life, immoral behaviours and the likes. These difficulties motivate human beings to commit heinous crimes and at  times suicide (Zaman, 2000). 

In 1970’s the biggest developments in microfinance services occurred (Weiss et al, 2004; Lindsay, 2010). It was the invention of Grameen Bank in Bangladesh which started as an action-based research project by professor Muhamad Yunus who conducted an experiment on credit program (Lindsay 2010; Sengupta et al., 2008). The objective was to eliminate poverty through small enterprises development among the low income earners. While describing his thoughts professor Yunus wrote that “I felt that the greatest challenge of the economists now lay in the growing problem of poverty. What could we do about the 1.2 billion people around the world living in less than a dollar a day or the 2.8 billion populations of people living in less than 2 dollars a day (Stigltz, 2002).

Microfinance can be a critical element on poverty reduction strategy and in the early  2000’s over 7000 microfinance institutions (MFI’s) existed all over the world, serving more than 25 million of the world’s poor, majority of them being women (Faseke, 2001). A study by the Central Bank of Nigeria (CBN) once identified 160 registered MFIs in 2001 and by 2008 the number had increased to over 700 (Obunya, 2009). A simple interpretation of this exponential growth trajectory is that “the more the MFIs, the more access to credit” for the poor people especially women who should subsequently be empowered and insulated against poverty and social exclusion (Halkias et al., 2005). 

Poor people participate in microfinance programs with expectations that borrowing will increase their income and sustain self employment that enhances their good living standard. According to Rutherford (2000), access to savings and credit facilities is very important as it enables the poor to own and accumulate assets and smooth their consumption expenditures. Also the United Nations Capital Development Fund (UNCDF) 2006 suggested that, one of the principles for poverty reduction efforts to have long lasting impact is by developing the financial system which includes microfinance so that the poor people and low income earners can have access to sustainable financial services. This means that, the MFIs involve the provision of credit and saving as well as other financial services to the low income people and poor households, to create or expand their economic activities as a way towards their better life. 

Again for example, Rubambey (2001) also argues that, improved access and efficient provision of savings, credit and insurance facilities in particular can enable the poor to smooth their consumption, manage risk better, build assets, gradually develop microenterprises to enhance their income earning capacity and enjoy improved quality of life. This sets the notion that the microfinance has a significant deal on poverty reduction. 

Indeed, it is recognized that women are affected more by poverty than men (Government of Kenya, 1965).Microfinance as one of the range of innovative financial arrangements was designed to attract the poor in particular the women as either borrowers or savers to combat the capital access problem (Weiss et al., 2004). They also serve as the micro-credit window to women than men as the women have traditionally been disenfranchised by the formal system due largely to the undue disadvantages brought on them by existing socio-cultural and economic institutions (Oke et al., 2004). MFIs tend to support mainly informal activities that often have low return and low market demand (Shahidul, 2005). A central concern in Tanzania is the need to eradicate poverty through empowering the people for self development and informal sector is an important part of the strategies (Nkya, 2007).

Kilindo et al. (2006) argue that, some decades after independence following a socialist period and various attempts at more market oriented reforms, Tanzania remains a country still struggling to find an effective development path. The condition for business are also not such much viable and poverty is still a common phenomenon in Tanzania, both in rural and urban areas. In order to cope with poverty reduction program through MFIs, different countries have adopted different policies. In Tanzania, the introduction of microfinance services had similar reasons as those of other countries that, poor people faced hardship in accessing loans from commercial banks (URT, 1991). For example the government of Tanzania introduced the national microfinance policy (URT 2000). The policy was in favor of the low income earners of the society whereby contributing to economic growth as well as poverty reduction. 

The policy was also formulated to improve microfinance system in Tanzania that serves the low income segment of the society. After the financial sector reform, the policy embodied the enactment of the cooperative society Act 1991 which provided the basis for the development of saving and credit cooperatives that expected to contribute to a more effective regulation framework for lending to Micro, Small and Medium Enterprises (MSMEs). All of these efforts intended to improve the availability of microcredit to low income earners segment of the society in Tanzania.

 Despite the recognition of the dynamic role of the MFIs on the SMEs, few business owners and the poor of rural areas in Tanzania have access to, and benefit from the MFIs and their  activities remain centered around urban areas. Their operational performance reveals low loans repayment rates and most of them are donor driven and government funding dependants with limited coverage (Chijoriga, 2000). It was thus the focus of this study to examine the contribution of the MFIs on poverty reduction among women in Dar-es-Salaam.  

[bookmark: _Toc377319593][bookmark: _Toc370892311][bookmark: _Toc370892445][bookmark: _Toc398546023]1.3 Statement of the Research Problem 
The financial sector plays a positive role on economic development and poverty reduction among people as the sector opens a room for people to engage in entrepreneurial activities which at a time enhances assets ownership, savings, increases household expenditures and generally improve peoples’ living standard (Rubambey, 2001). However, the essence of microfinance sector development and poverty alleviation  to women  has not been examined extensively and in fact, the majority of the previous studies on this subject have concentrated in general  perspective, mainly on Asia and Latin America avoiding the poorest Sub-Saharan Africa countries (Odhiambo,2009).

It is also unclear from empirical point whether financial development, which results from financial sector reforms, really helps female gender economic empowerment in terms of poverty reduction in developing countries (Odhiambo, 2009). Further, little is known about the actual contribution of business run by women for their poverty reduction, the concentration of Women Small and Medium Enterprises (WSMEs), their capacity, networking and collaboration, the involvement of communities in identifying and managing poverty alleviation programs (Government of Kenya, 1965).    

[bookmark: _Toc377319594]Marya (2008) points out that, irrespective of the efforts by the governments and other stakeholders in creating supportive business environment for microfinance firms to support business enterprises, still either or not the contribution of MFI’s in empowering women economically in particular has not been absolutely addressed. The women owned enterprises have been observed to have no growth because of their low return. This lack of growth is evident from the fact that such firms do not graduate to small or beyond (Driouch, 2005). 

The introduction of MFIs is seen as the best alternative source of financial services for low income earners as a means to raise their income, hence reducing their poverty level. However evidence from the previous studies has not clearly shown the relationship between MFIs development and poverty reduction among poor women. The women who are the most clients of the MFIs tend to engage in various small entrepreneurial activities but little is known about the roles played by their businesses towards their poverty reduction. Recent studies show that, linking MFIs with other interventions such as poverty alleviation often complicates the functioning of MFIs by pushing them to areas not considered sustainable. This implies that there is a conflict in measuring financial performance of the MFIs and poverty alleviation. 

Most of sustainability indicators focus on the MFI as a profitable institution (loan repayment, profitability and degree of subsidization). Thus for an MFI to meet the microfinance best practices, as given by Consultative Group to Assist the Poorest (CGAP), and be financially sustainable, it has to regard itself as a business venture. As a consequence of this and especially in the rural areas, very few people qualify for a business loan. These findings stimulated a researcher to investigate the contribution of MFIs on poverty reduction among women as stipulated in the National Micro Finance Policy (NMFP) that is, covering small business owners and the poor population. Therefore it was the aim of the researcher to investigate the extent at which the MFIs help the poor women to alleviate themselves against poverty.


[bookmark: _Toc370892312][bookmark: _Toc370892446][bookmark: _Toc398546024]1.4 Research Objectives
[bookmark: _Toc377319595][bookmark: _Toc370892313][bookmark: _Toc370892447][bookmark: _Toc398546025]1.4.1 General Objective
[bookmark: _Toc377319596]The existence of MFIs in Tanzania signalizing to reach and assist the poor population with financial inputs to promote them economically and raise their household incomes and living standard as a whole. Thus the general objective of the study was to examine the contribution of the MFIs on poverty reduction among women in Dar-es-salaam.

[bookmark: _Toc370892314][bookmark: _Toc370892448][bookmark: _Toc398546026]1.4.2    Specific Objectives
· [bookmark: _Toc370890157][bookmark: _Toc370892315][bookmark: _Toc370892449]To find out the role of MFIs on women employments creation
· [bookmark: _Toc370890158][bookmark: _Toc370892316][bookmark: _Toc370892450]To examine the contribution of MFIs loans on women’s income
· [bookmark: _Toc370890159][bookmark: _Toc370892317][bookmark: _Toc370892451]To assess the contribution of MFIs loans on women assets creation
· [bookmark: _Toc370890160][bookmark: _Toc370892318][bookmark: _Toc370892452]To examine the extent at which the MFIs help women to make saving 
[bookmark: _Toc377319597][bookmark: _Toc370892319][bookmark: _Toc370892453]
[bookmark: _Toc398546027]1.5	Research Questions   
· Do the MFIs create employment opportunities to women?
· Do the MFIs loans to women increase their income?
· Do the MFIs loans help the women to create and own assets?
· Do the MFIs loans facilitate the women saving?
[bookmark: _Toc377319598][bookmark: _Toc370892320][bookmark: _Toc370892454][bookmark: _Toc398546028]1.6   Significance of the Study
Several studies had already been conducted on the role played by the MFIs in providing loans to SMEs but little attention was paid on the contribution of the MFIs on poverty reduction to women. As a result, there was a knowledge gap that needed to be addressed. The findings of the study have filled that gap by identifying how MFIs help women to reduce their poverty. This study also helps the development partners in the support of the MSMEs like MFIs; Business Development Services (BDS) on building capacities to the enterprises according to their needs.

 It further serves as a stepping stone for future researchers on the same or similar topics by suggesting areas that need further studies to be conducted. Furthermore, the study has broaden the researcher’s intellectual ability in terms of thinking and reasoning on the contribution of the MFIs as one of the tools that 	help low income people to fight against poverty. The increase in income has made the women able to own the productive assets, increase in their expenditures as well as increase in their savings. 

[bookmark: _Toc377319600][bookmark: _Toc370892321][bookmark: _Toc370892455][bookmark: _Toc398546029]1.7 Limitations of the Study 
In the course of this study, a researcher acknowledged several limitations. Given the nature of the problem, the study was limited by time, funds and literature availability. Time constrain was also likely to affect the quality and quantity of the research as the   researcher was forced to use fewer respondents and only one MFIs as the case study. Lack of adequate finance also was likely to affect the process of data collection during the study. 
Financial inadequacy again hindered the researcher in his efforts to conduct the research effectively as the room to interact with many respondents was limited by the available fund. Local empirical literatures on the study were also limited as a result the researcher was forced to use literature sources from other countries which in some cases could not give a true picture of the situation in the ground. Another area that was perceived to be a limitation of the study was the limited discussion and statistical analysis of micro-finance initiatives across Tanzania rather than confining this to Dar-es-Salaam region only. The results could not be applicable to rural areas due to difference in social, economic and traditional environments as compared to urban areas








[bookmark: _Toc370892322][bookmark: _Toc370892456][bookmark: _Toc398546030][bookmark: _Toc377319602]
CHAPTER TWO
[bookmark: _Toc370892323][bookmark: _Toc370892457][bookmark: _Toc398546031]2.0 LITERATURE REVIEW

[bookmark: _Toc377319603][bookmark: _Toc370892324][bookmark: _Toc370892458][bookmark: _Toc398546032]2.1 Introduction
[bookmark: _Toc370890167][bookmark: _Toc370892325][bookmark: _Toc370892459][bookmark: _Toc377319591]This chapter aims at finding the gap between what other authors have explained theoretically and empirically, and what has not been explained regarding the contribution of MFIs on poverty reduction among women. It also describes the key terms and variables of the study, together with the conceptual framework. 

[bookmark: _Toc370892326][bookmark: _Toc370892460][bookmark: _Toc398546033] 2.2 Conceptual Definitions
[bookmark: _Toc370892327][bookmark: _Toc370892461][bookmark: _Toc398546034]2.2.1 Microfinance 
Chijoriga (2000) describes microfinance as a provision of appropriate financial service to significant number of poor people, economically active with objective to alleviate poverty by providing financial services to those who do not have access to or are neglected by the commercial banks. It is the provision of a broad range of financial services such as deposits, loans, payment services, money transfer, and insurance to low-income households and their micro enterprises. Microfinance does not only cover financial services but also non-financial assistance such as training and business advice. 

The principal providers of financial services to the poor and low income households in the rural and urban areas of Tanzania consist of licensed commercial banks, regional and rural unit banks; savings and credit cooperative societies; and several NGOs whose micro-credit delivery operations are funded and supported with technical assistance by international donors (Kessy and Urio, 2006).
From the above definition, microfinance tends to target the low income earners and for the purpose of the study a researcher defined microfinance as a provision of credit service to people who are neglected by the formal banking system to enhance their income earning capacity through micro and small enterprises. The underlying assumption is that, this group of people is of low income earners.

[bookmark: _Toc398546035]2.2.2 Micro finance Institutions
MFIs offer loans and other financial services for Micro, Small and Medium enterprises development and their loan conditions are not as stringent as those given by the commercial banks. In this regard, they are better placed to serve informal sector operators. And like in many developing countries, the micro finance industry in Tanzania is still young. In addition most MFI’s are credit and or saving based.

The existing MFI services in Tanzania are offered by the following Institution:
· NGO   MFI’s
· SACCOS (saving Association and credit cooperation societies)
· Formal Finance Institution that offer credit services and 
· Government and Public sector sponsored Micro- Finance programs.

[bookmark: _Toc370892328][bookmark: _Toc370892462][bookmark: _Toc398546036]2.2.3 Micro and Small Enterprises
There is no universal definition, however studies have shown that MSEs are generally defined by using a combination of qualitative and quantitative criteria that include a number of employees, total assets, share capital, number of share holders, and market shares (Kiwelo, 1978). The Tanzania SMEs policy (2002) asserts that, SMEs cover non-farm activities mainly manufacturing, mining, commerce and services.

Different countries use various measures of size depending on their level of development. The commonly used yardsticks are total number of employees, total investment and sales turnover. In the context of Tanzania, microenterprises are those engaging up to 4 employees, in most cases family members or employing capital amounting up to Tshs 5 millions and the majority of microenterprises fall under the informal sector. Small enterprises are mostly formalized undertakings engaging between 5 and 49 employees or with capital invested from Tshs 5 millions to Tshs 200 millions. Medium enterprises employ between 50 and 99 people or use capital investment from Tshs 200 millions to Tshs 800 million (URT,2002). Therefore MSEs create employment opportunities to people (Neumark, 2008). 

Broadly, SMEs refer to categorization of the economic activities based on sales turnover, number of employees and capital investment. Thus, for this reasons, the researcher defined SMEs as then on-agricultural businesses operating in the private sector, employing up to 99 workers and is not a subsidiary of any holding company. The definition assumes 100 percent of the SMEs businesses are privately owned.
[bookmark: _Toc370892329][bookmark: _Toc370892463]
[bookmark: _Toc398546037]2.2.4 Poverty and Poverty Alleviation
Poverty and Poverty Alleviation are frequently heard buzzwords today. Poverty is a multidimensional phenomenon and depends on the context and perspective that one is looking at. A working definition from Professor Muhammad Yunus, the Noble Peace Prize winner in 2006, is: Poverty is that characteristic of being in a state of joblessness, illiteracy, landlessness, homelessness, lack of adequate capital, facilities and food to earn a decent living and also powerlessness (Mohakhal, 2009). It is a result of many and often mutually reinforcing factors including lack of productive assets to generate material wealth, illiteracy, prevalence of diseases, natural calamities such as floods; drought and man-made calamities such as wars (Kessy and Urio, 2006). Differences in poverty between men and women are smaller than geographical differences. 

Poverty alleviation is, therefore, the act of reducing the scourges of the above conditions of an individual or community. Mohakhal (2009) argues that, according to statistics, about 1.6 billion people on the globe are in absolute poverty and the number is rising. All these poor people need help. And, poverty alleviation projects got priority at the time of fund allocation through budget in most of the developing countries.

For the purpose of the study, poverty was defined as a situation whereby a person fails to get the basic needs together with no saving, lack of employment, having no income and assets while poverty reduction is the process whereby poor people are enabled so that they can be able to self sufficient in terms of the basic needs, increase in income, get employment, make saving and owning assets.

[bookmark: _Toc370892330][bookmark: _Toc370892464][bookmark: _Toc398546038]2.3 The Relationship between MFIs and Poverty Reduction
MFI schemes were initiated to meet different objectives including poverty alleviation and improved living standards among people by offering financing means to the poor who cannot access finance from the formal banking system, women’s empowerment, and the development of the business sector as a mechanism of achieving poverty alleviation. Empirical evidences and surveys give mixed results on the performance of MFIs. In some cases debacle stories have been reported, yet there have been success stories. In other cases the reasons for failures or successes have not been well documented.

Recent studies have shown that, there are over 50 registered MFIs in Tanzania but their overall performance has been poor. In her study Chijoriga (2002), evaluated the performance and financial sustainability of MFIs in Tanzania, in terms of the overall institutional and organizational strength, client outreach, and operational and financial performance. In the study, 28 MFIs and 194 MSEs were randomly selected and visited in Dar es Salaam, Arusha, Morogoro, Mbeya and Zanzibar regions. 

The findings revealed that, the overall performance of MFIs in Tanzania is poor and only few of them have clear objectives, or a strong organizational structure. It was further observed that MFIs in Tanzania lack participatory ownership and many are donor driven. Although client outreach is increasing, with branches opening in almost all regions of the Tanzanian mainland, still MFIs activities remain in and around urban areas. Their operational performance demonstrates low loan repayment rates and their capital structures are dependent on donor or government funding. 
In conclusion, the author pointed to low population density, poor infrastructures and low house hold income levels as constraints to the MFIs’ performance. Many of these MFIs have no clear mission and objectives. Also their employees lack capacity in credit management and business skills. Among the questions which arise out of these research findings is whether these MFIs whose performance is questionable will have any impact on poverty alleviation among the poor population. Knight and Farhad (2008) mentioned that micro finance directly improves quality of life and promotes poverty reduction. By getting loans the clients become self employed and protect their selves from the external threats as a result they become raised from the poverty line and the poverty decreases.

[bookmark: _Toc370892331][bookmark: _Toc370892465][bookmark: _Toc398546039]2.4   Theoretical Review
Theoretical framework is a collection of different theories which relate to the study. It is a released set of prepositions which are derived from and supported by data or evidence (Kombo et al., 2006).  

[bookmark: _Toc370892332][bookmark: _Toc370892466][bookmark: _Toc398546040]2.4.1   Transaction Cost Theory  
The transaction cost theory was created by Ronald Coase 1937 in his article “the problem of social cost”. The theory asserts that, in order to carry out a market transaction it is necessary to discover who that one is, a person (or MFIs for the purpose of this study) wishes to deal with to conduct negotiations leading to a bargain, to draw up the contract and to undertake the terms of the contract.  Before the MFIs lend to the customers particularly the low income earners tend to assess the cost of lending to them. The borrower who is found more costful to lend become subjected to high probability of not succeeding to access the loan and vice versa is true. The theory is important and helped the researcher to know whether or not the women micro entrepreneurs whether have or no good access of credit services from the MFIs by studying the loans requirements and procedures and relate them to their capabilities. The prediction from the theory was that, since most of the MFIs charge relative low interest compared to the commercial banks with simple loan application procedures and no significant collateral securities are needed for them to lend, women entrepreneurs have a good room of borrowing  from the MFIs a way towards their poverty reduction.

[bookmark: _Toc370892333][bookmark: _Toc370892467][bookmark: _Toc398546041]2.4.2   The Theory of Blocked Minorities
Everest Hagen’s 2004 theory of blocked minorities argues that, certain individuals in the traditional societies are prevented from rising to more conventional level of prestige, power, and wealthy such as education and high government office. The only avenue open to them to become wealthy is through entrepreneurships. In this study, women were identified as minorities in the societies blocked by socio-cultural practices to participate effectively in economic development in many sub- Saharan African countries. The researcher predicts that, the current development of the MFIs makes more supply of credit services to these minority groups. This increases the existence of the WMSEs which foster the process and the efforts of the women to fight against poverty. The theory was useful to a researcher to know the extent at which the women are engaging in entrepreneurial activities in Dar-es-salaam.

[bookmark: _Toc377319604][bookmark: _Toc370892334][bookmark: _Toc370892468][bookmark: _Toc398546042]2.4.3    The Theory of Information Asymmetry
Information asymmetry model states that ‘at least one part of a transaction has relevant information whereas the others do not’. The model is applicable in situations where at least one part can enforce or effectively retaliate for breaches of certain parts of an engagement whereas the others cannot (Rose and Marquis, 2006). Lending decision is affected by information asymmetry problem whereby borrowers are likely to be much informed about the uses of funds they are seeking than the lenders. The borrower may choose to share such information honesty and openly with lenders or may prefer to conceal it (Ross, 2000). Thus, delinquency is mostly caused by dishonesty of borrowers.

 The pre-loan assessment, information asymmetry gives rise to adverse selection (Rashid, 2005). Adverse selection occurs when the poorest quality customers are the one who express the strongest demand for the credit product. The riskiest customers tend to be 	more aggressive in seeking loans especially at high interest rate than safe borrowers. Loan applicants know more about their credibility. Thus financial institutions in the other word have to create information about loan applicants in the process of assessing default risk and make a rational decision as to whether to make a loan or continue with the existing loan (Homes and Bain, 1998). The study used this theory to assess the risk analysis techniques to test how client’s aggressiveness was used in decision making as this theory concludes that the delinquency is mostly caused by dishonesty of borrowers.

[bookmark: _Toc370892335][bookmark: _Toc370892469][bookmark: _Toc398546043]2.4.4 Gender Differences and Poverty Reduction through SMEs Growth Theories
In gender comparison, different studies revealed that enterprises owned by women, experience the same problems as those owned by men, however certain characteristics are typical for many women-owned firms. These characteristics include small size, limited prospects for profitability and failure to provide collateral for obtaining loans (Coleman,2002). Women are constrained by education/training, business experience, discriminations, socialization/networking and unwillingness to take risk (Coleman, 2002 and Fielden et al, 2003). Also the overall negative attitudes towards the business owned by women particularly by men and inadequate and affordable business premises also limit the overall performance of female owned enterprises. 

Additionally, it is agreed that there is a significant variation between male and female especially when considering sources of funds for start up and running their businesses. For example, Katwalo (2007) established that female entrepreneurs relied more on family funds than male entrepreneurs. In this case it is difficult for female owned enterprises to take advantage of external finance opportunities. The insufficient internally generated liquidity is therefore one of the factors which are frequently cited as the causes of women’s micro and small business failure in developing countries (Chijoriga and Cassimon, 1999). 

It is from this perspective, the micro credits are considered to be an appropriate solution because the amount of money needed to start a micro or small business is generally quite minimal (Sonfield and Barbato, 1999). Access to credit enables the MSEs owner to cover some or all of the cost of capital equipment, expansion, or renovation of buildings. It helps existing or would-be entrepreneurs acquire the means for establishing or expanding a business (e.g. building premises and working capital) (ILO/UNDP, 2000). Credit also assists the business owner to cover cash flow shortage, to purchase inventories, to invest in new technology, expanding the market and being able to take advantages of suppliers’ discount. Without sufficient capital therefore, micro and small firms are unable to develop new products and services or grow to meet demand and in general to fight against poverty   (Coleman,           2000).

[bookmark: _Toc370892336][bookmark: _Toc370892470][bookmark: _Toc398546044]2.4.5 The Poverty Alleviation Paradigm
This paradigm is also referred to the as welfares’ paradigm. It asserts that the overall goals of micro-finance should be poverty reduction and empowerment. According to this paradigm, MFIs should be quite explicit in their focus on immediately improving the welfare of the participants. (Woller et al,.1999). The paradigm states that the objectives of the MFIs should be to promote the self employment of the poor among the economically active poor, especially women whose control of modest increases in income and savings is assumed to empower them to improve the condition of life for themselves and their children.

Within this paradigm, there are group of feminist empowerment proponents that emphasize women’s economic, social and political empowerment. While microfinance is recognized by proponents of this paradigm as an important to respond to the immediate  practical needs of poor informal sector  women workers, it is viewed as only part of  a strategy for wider social and political empowerment of women which , in turn is seen as essential to sustained increase in income (Mayoux, 1998). This paradigm dominates among NGOs since their overall goal is poverty reduction.
[bookmark: _Toc370892337][bookmark: _Toc370892471][bookmark: _Toc398546045]2.5 Empirical Literature Review
[bookmark: _Toc370892338][bookmark: _Toc370892472][bookmark: _Toc398546046]2.5.1   Studies Conducted Outside of Tanzania
The MFIs play a vital role in helping people to fight against their poverty. Mosley (2001) 	in his study on microfinance and poverty alleviation in Bolivia assessed the impact of microfinance on poverty. The study was conducted through small sample survey of four microfinance institutions, two from urban and other two from rural areas using a range of poverty concepts such as income, asset holding and diversity and various measures of 	vulnerability. All institutions studied had on balance positive impact on income and asset level. 

The study revealed that, microfinance appeared to be successful and relatively cheap at reducing poverty of those close to the poverty line. However, it was revealed ineffective by comparing with labor market and infrastructural measures in reducing 	extreme poverty. The study proposed actions that appeared to be promising for the further reduction of poverty in Bolivia which can also be useful for other developing countries. The findings of the study revealed also that in comparison with other anti-poverty measures, microfinance appeared to be successful and relatively cheap at reducing the poverty of those close to the poverty line. 

Despite this contribution, the study by Mosley has some weaknesses. The first problem is on the sample size which was four microfinance institutions without including the MFIs clients. This sample size with exclusion of the poor people who take loans from the MFIs might not be adequate for the generalizations made above. Also the poverty concepts considered excluded the number of employees, which is a very important to measure, as it indicates whether the MFIs created capacity to employ more people or not. 

Zaman (2000) also made another empirical contribution in this area in his study ‘Assessing the Poverty and Vulnerability Impact of Micro-Credit in Bangladesh’. He examined the extent to which micro-credit reduces poverty and vulnerability through a case study of BRAC, one of the largest providers of micro-credit to the poor people in Bangladesh. The main argument of his study was in favor that micro-credit contributes to mitigating a number of factors that contribute to vulnerability whereas the impact on income-poverty is a function of borrowing beyond a certain loan threshold and to a certain extent contingent on how poor the household is to start with.

Household consumption data collected from 1,072 households were used to show that the largest effect on poverty arises when a moderate-poor BRAC loanee borrows more that 10,000 taka (US$200) in cumulative loans. Different control groups and estimation techniques were used to illustrate this point. Zaman discusses several ways by which membership in micro-credit programs reduces vulnerability by smoothing consumption, building assets, providing emergency assistance during natural disasters and contributing to female empowerment. 

Despite this contribution, the study by Zaman leaved a room for some questions especially on the sample size which was only one microfinance institution with no MFIs client included. This sample size might not be adequate for the generalizations made above. Also the poverty concepts considered excluded the aspects of saving, asset buildings and employment to poor people. This is very important to measure, as it indicates whether the microfinance institution has created employment capacity, saving and asset ownership to the poor people. These forced a researcher to include the clients in the sample so as to make the findings much more reliable.

Hassan and Renteria-Guerrero (2006) made another empirical contribution in this area. They   examined the Grameen Bank (GB) experience with a purpose of understanding the essential elements of its operations and the factors that enabled GB to reach the poor. This study revealed that the GB has established its credentials as an institution that aims at providing credit to the landless and asset less poor in rural areas. GB credit gives the recipients the power of entitlement to society’s productive goods and services with immediate effect, unlike most of the other programmes for the poor that tend to create the unintended negative effect of dependency on the service providers. However, it was observed the credit by itself is an insufficient factor to improve poverty conditions, and thus the GB devotes a substantial amount of resources to the improvement of the social wellbeing of its members. 

The GB uses an unambiguous eligibility criterion which ensures that only the poor or very poor can participate. It motivates their clients to organize themselves into groups of five like-minded members. Each group elects one group leader among themselves. Every six groups form a “centre” which serves as the basic operating unit of the GB. It is at the centre that weekly meetings are conducted to openly discuss loan applications proposals and to accept weekly repayments and compulsory savings deposits. While the loans are made to individual members, the group as a whole is expected to be responsible for the regular repayments of the loans of all their members. This form of grassroots organization not only promotes solidarity and participation among the members, at the group and centre levels, but also promotes mutual support and peer pressure to ensure that the loans are properly utilized and repayments made promptly. 

In concluding their work, Hassan and Renteria-Guerrero assert that the GB’s approach seems to be an effective tool for rural poverty reduction despite minor criticism that has never given alternative solution for poverty alleviation. The programme supplies credit to improve the physical productive capacities of the poor and in addition, it provides the disadvantaged with human development inputs to improve their overall productive and living standards. 

Rena, Ravinder and Tesfy, Ghirmai (2006) concluded that micro finance is the founding stone for poverty reduction by providing poor people with the means of earning income and buying the productive assets. Their study showed that there is a fundamental linkage between microfinance and poverty eradication, in that the latter depends on the poor gaining access to, and control over, economically productive resources, which includes financial resources. Previously implemented programs not produced good results due to the non involvement of the peoples for which the programs was designed (the poor). They suggested that the government poverty alleviation program should be restructured if not re- designed and should be centered on the basic needs ‘approach. 
Micro finance is the mean for income generation and the way for permanent reduction of poverty through the provision of income that enhance people to access health services, education, housing, sanitation water supply and adequate nutrition. In many instances, micro enterprises rather than formal employment create an informal economy that comprises as much as 75 per cent of the national economy.

Microfinance financing seeks to increase income and generate employment and it is believed that MSEs can be operated by poor people( Mclead, 1992). Literature indicates that credit plays a vital role in poverty alleviation through the facilitation of the establishment, reactivating, expansion, enhancement and modernization of MSEs. Loans allow the borrowers to purchase capital items sooner than would otherwise have been possible. Credit can be an effective means of bringing labour and labour management into productive use and intensifying the productivity of the resources already employed. This potential gain in performance or productivity resulting from credit use is the main motivation underlying many governments seeking to extend credit to the SME sector (Adam, 1998). The provision of finance to SMEs offers the opportunity to manage scarce resources more efficiently, protect them against risks, allow them to save for the future and give them a chance to take advantage of investment opportunities and for economic return (Buckey, 1997) 

[bookmark: _Toc370892339][bookmark: _Toc370892473][bookmark: _Toc398546047] 2.5.2 Studies conducted in Tanzania
Kessy and Urio (2006) evaluated the contribution of MFIs on poverty alleviation in Tanzania. The study covered various types of MFIs, which range from merger, self finance/informal sources of finance to formal sources like credit/savings institutions, microfinance bank, and private commercial banks. Among the surveyed institutions the majority (43.2%) were credit and savings institutions, 18.9% credit only (not-for-profit organizations), 8.7% microfinance banks and 5.4% private banks. The survey also included some other institutions such as faith-based organizations, the Presidential fund, parastatal organizations and government institutions supporting MSEs (23.8%).

The findings revealed that, MFIs used various lending mechanisms. Some of these observed included “solidarity group” (individual lending with cross guarantor ship), individual lending, and village bank lending. During the survey it was observed that the most used method was solidarity group, with individual lending and village bank lending supplementing the solidarity group method. To a large extent MFIs operating in Tanzania have brought about positive changes in the standards of life of the clients who received MFI services. 81.3% of the surveyed microenterprises revealed that their income and savings had increased due to profit increase after receiving the loans. Most of the clients who experienced an increase in profit after receiving the loan were in the age group of 25 to 39 years With regard to the level of education, the majority, 37.6% of respondents who had achieved a positive change in their profit after the loan had attained an ordinary level of secondary education

A test was conducted to test if there was any significant difference in employment status before and after receiving the loan. Results of the test revealed that there was a significant difference between before and after receiving the loans. The value of t-test was positive indicates that, the number of employees increased. These results suggest that MFIs assisted their clients to create more employment opportunities. Other studies on microfinance services, in Tanzania were carried out by Kuzilwa (2002) and Rweyemamu et al, (2003). Kuzilwa examines the role of microfinance credit in generating entrepreneurial activities. He used qualitative case studies with a sample survey of businesses that gained access to credit from a Tanzanian government financial source. 

The findings reveal that the output of enterprises increased following the access to the credit. It was further observed that the enterprises whose owners received business training and advice, performed better than those who did not receive training. He recommended that an environment should be created where informal and quasi-informal financial institutions can continue to be easily accessed by micro and small businesses for the sake of poverty alleviation to poor population.

Chijoriga (2000) evaluated the performance of and financial sustainability of MFIs in Tanzania, in terms of the overall institutional and organizational strength, client outreach, the operational and financial performance. 28 MFIs and 194 SMEs were randomly selected and visited. The finding of this revealed that, the overall performance of MFIs in Tanzania is poor and only few of them have clear objectives or a strong organization structure. It was further observed that MFIs in Tanzania lack participatory ownership and many are donor driven. The operational performance again shows low loans repayment rates. In conclusion, the author pointed to low population density, poor infrastructures and low house hold income levels as constraints to the MFIs’ performance. Many of these MFIs have no clear mission and objectives. Also their employees lack capacity in credit management and business skills. Among the questions 	which arise out of these research findings is whether these MFIs whose performance is questionable will have any impact on poverty alleviation.  From this study the researcher has not said on how these poor performing microfinance institutions contribute on the process of poverty alleviation to the poor as per Tanzania SMEs policy, a gap that has made it important for researcher to fill by examining the contribution of the MFIs on women poverty reduction. 

In addition a study on the functioning of the MFIs was carried out by Rweyemamu et al., (2003) who evaluated the performance and constrain facing semi-formal MFI’s in providing credit in Mbeya and Mwanza regions. The primary data which were supplemented by secondary data were collected through a formal survey of 222 farmers participating in Agriculture Development Programme. The analysis of the study revealed that; the interest rate was a hindrance to the borrowers. Length of credit procurement procedures and the amount of disbursement being ina       dequate.  On the side of the MFIs, the study revealed that both credit programs, poor repayment rates especially in the early years of operation with farmers citing poor crop yielding, low producer prices and untimely acquisition of loans as reasons for non-payment. From the above evidence, the researchers found that there was a strong need to study the schemes existing in Tanzania and see to what extent their operations contribute to poverty reduction in the country. 

Recommendations were made to policy makers so as to find alternatives though 
which financial services could be offered to the low income earners population or rather restructure the existing schemes for poverty reduction. The study has failed to show the contribution of the MFIs in providing credit to the poor people who are engaging in non-farming activities for their poverty reduction, a motive for undertaking a further research to establish the relationship between the MFIs and poverty reduction to poor people who engage in other commercial activities rather than those of agriculture.

Again another study on the contribution of MFIs on poverty reduction was done by Lwidiko(2007). In his study the Chi-square was run to determine the difference between respondents who received loans from SIDO and those who did not. Comparison was made on the variables; Length of time in business, revenue received per day, saving and expenditure per day, results of the mean significant differences between SIDO borrowers and non-borrowers in all variables were taken into consideration. The Chi-squire results showed that the variables under consideration did not show a significant difference. It was evident that the majority of SIDO borrowers were poor but if they could not receive a loan their life could be even worse. The loan they received from SIDO enabled them to acquire assets, send their children to school and even to raise their standard of living.

Temu (2000) examined the current practices of the microfinance institutions in Tanzania. The study conducted in Dar-es-salaam, Mbeya, Arusha and Mtwara regions of Tanzania, concluded that most MFIs target small business which are already in existence as well as mature adults, and no loans are given to clients with outstanding debts. This implies that, many poor people wishing to start micro enterprises as a way of disentangling themselves from poverty as well as the younger generation are not easy accommodated by the MFIs. It was found that there was little networking and co-ordination among the MFIs, thus giving room to duplication of microfinance services in such regions. It is expected that networking and co-ordination may result in increased outreach and greater impact on poverty reduction. The study concludes that MFIs have not yet managed to reduce poverty to a measurable level in Tanzania.

[bookmark: _Toc377319608][bookmark: _Toc370892340][bookmark: _Toc370892474][bookmark: _Toc398546048]2.6.2 Conceptual Framework
The conceptual framework in the diagram below explains the relationship between the independent variables and the dependent variables. There is a direct relationship between the dependent variables which are income, saving, employment and assets creation and the independent variables, MFIs loans and training services. The dependent variables depend on the status of the independent elements. On the other hand the independent variables impact poverty by affecting the dependent variables positively. The following diagram shows the conceptual framework that will guide the study.
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CHAPTER THREE
[bookmark: _Toc370892343][bookmark: _Toc370892478][bookmark: _Toc398546052][bookmark: _Toc354995094]3.0 RESEARCH METHODOLOGY

[bookmark: _Toc370892344][bookmark: _Toc370892479][bookmark: _Toc398546053]3.1   Introduction
Solomon (1997) defines research methodology as a “plan of attack” that best meets the needs of the defined problem. It is a way to systematically solve the research problem (Kothari, 2004).This chapter describes the research design, population and sampling procedures, data collection procedures and instruments. It further shows the data validity and reliability while the last part of the chapter addresses data analysis techniques.
[bookmark: _Toc354995095]
[bookmark: _Toc370892345][bookmark: _Toc370892480][bookmark: _Toc398546054]3.2	Research Design
Basing on the nature of the study, the researcher adopted a descriptive strategy. This was due to the factor that assessing the contribution of MFIs on poverty reduction among women aimed at quantifying the relationship between independent and dependent variables. The design for this study was a case study. This excelled at bringing to an understanding of a complex issue or object and could extend experience or add strength to what had already been known through previous research (Kothari, 1999). The design was pursued in three stages. In the first stage, a pilot study was undertaken to pre-test the questionnaires followed by a survey, and in the third stage a case study was employed. The study used both quantitative and qualitative data from primary sources. For data generation, respondents were drawn from both MFI members of staff and female customers of such MFI. The information gathered from MFI was basing on the distribution of their clients, lending requirements and procedures, types of  clients and financial products offered. Further inquiries were made on other services given to supplement loans, together with rates of client turnover. From the side of the 	clients (MSEs), the questions based on ease of accessing loans and technical support from the MFIs, and changes to their welfare as a result of the MFI loans interns of change in income, saving, employment and assets ownership. 

[bookmark: _Toc370892346][bookmark: _Toc370892481][bookmark: _Toc398546055]3.3   Population and Sampling Procedures
[bookmark: _Toc285986725][bookmark: _Toc318776098][bookmark: _Toc335616384][bookmark: _Toc337082235][bookmark: _Toc347199790]Dar-es-salaam region comprises of Kinondoni, Ilala and Temeke Municipals therefore the population of this study included BELITA a MFI located in Ilala district and the women entrepreneurs who are the clients of BELITA   in Dar es Salaam regardless of the municipality in which they were belonging. The key criteria of selection were based on their involvement in SMEs. The researcher chose this area because it has high concentration of MFIs   and women who are engaging in entrepreneurial activities. 

The sample used in the study comprised of women clients who own small businesses in Dar es Salaam who had an equal chance of being selected and hence participated in the study. The entrepreneurs were selected using simple random sampling for the reason of avoiding biasness in choosing the respondents for the study. In addition to that, the key informants were also included in the sample size through deliberate sampling as they could provide the facts on the subject matter under study. The reason for opting to this sampling technique it was believed that those respondents would deliver the best result and unique information to satisfy the objectives of the research. Convenience sampling technique was used to get one MFI to represent others which are similar to the sample. 

The sample size was determined using non statistical method depending on the number of entrepreneurs and managerial staff at the different levels. This study used the sample size of 92 female and 8 male respondents a total of 100 respondents.
[bookmark: _Toc370892347][bookmark: _Toc370892482]
[bookmark: _Toc398546056]3.4 Data Collection and Instruments
The study employed one method of data collection, whereby the primary data were collected. Questionnaires were administered to both MFI line staffs and MSEs to collect such primary data. The questions were set in the way that, they were short and clear to facilitate the response from the respondents. They were opted for gathering such kind of data because they are capable of covering a large number of respondents of the sample size for a short time and their administration is always not much complex. 

[bookmark: _Toc370892348][bookmark: _Toc370892483][bookmark: _Toc398546057] 3.5 Data Validity and Reliability Issues
Validity addresses the ability of the data to provide the researcher with the information that answers the research questions or to meet the research objectives (Kelvin, 1999). It is a way of justifying the appropriateness of the methods utilized by the researcher in the study. According to Mason (1996), the researcher should ask “ How well matched is the logic of the method to the kinds of research questions you are asking and the kind of social explanation you are intending to develop”. To address the issue of validity, the researcher conducted a pilot study to make sure that the data collection methods could   yield valid information. Questionnaire were tried out in a small sample to check on correctness of the wording, whether the questions measured what they were supposed to measure and if there was any biasness, together with knowing if the respondents understood the questions as the researcher intended. From the pilot study the improvements were made then the tools were used for data collection.

Reliability is a measure which addresses accuracy of research methods and techniques to produce data. It refers to the extent to which data collection techniques or analysis procedures yield consistent findings (Saunders et al., 2007). According to Saunders and co-workers (2007), triangulation refers to the use of different data collection techniques within one study in order to ensure that the data are telling what you think they are telling. Reliability of the data was achieved by the researcher through setting the questions in a simplified way which enabled respondents with different intellectual capabilities to be able to answer them properly.
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The data collected were arranged into a more workable framework that enabled the researcher to classify and organize them. In order to get desired results from the study, data collection were processed, and that was through, editing, coding, classification and tabulation. To get more accurate study results, data entry and analysis, the researcher employed content analysis and computer software such as SPSS 20 version and Microsoft Excel to analyze data. The data analyzed were then presented in tables. The rationale to employ these techniques was to simplify the interpretation, description and explaining findings related to individual opinions, view points, and their attitude towards the study.
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CHAPTER FOUR
[bookmark: _Toc370892351][bookmark: _Toc370892486][bookmark: _Toc398546060]4.0 FINDINGS AND ANALYSIS OF DATA

[bookmark: _Toc370892352][bookmark: _Toc370892487][bookmark: _Toc398546061]4.1   Introduction
This chapter covers the general profile of MFIs and MSEs, together with the types of services provided by MFIs. It also presents the findings on MFIs conditions for service accessibility by the clients   and the contribution of MFIs to poverty reduction through income, saving, assets and employment creation. it also shows the findings of the case study of Better Life for Tanzanians (BELITA) which was conducted to get more insights of microfinance contribution to poverty reduction are presented. The chapter concludes by giving the summary and implication of the results.

[bookmark: _Toc370892353][bookmark: _Toc370892488][bookmark: _Toc398546062]4.2 Profile of Respondents 
This work was derived from a case study whereby a total of 100 questionnaires were distributed to two groups of respondents which were 90 BELITA female clients and the other 10 BELITA members of staff. All the 90 questionnaires distributed to clients were recovered as well as the 10 which were sent to the BELITA staff members. Table 4.1 shows the profile of the   BELTA women clients whom the questionnaires were given. The study reveals that 100% of the respondents were all female. The findings again show 28% of the BELITA clients comprised of 25-29 years old while 41% comprised a group of respondents aged between 30-34 years of birth. The elder respondents who aged above 35years old formed 22% of all respondents. 6% was a group of the respondents aged 40-44 years old while only one percent of the respondents were aging between 45-49 years old. The ages of 26 to 45 years old are as expected because this is the period when most middle aged Tanzanians youth are actively engaging in productive economic activities. Also the groups with older persons above 45 years old had fewer people who engage in business affairs. It may be assumed and concluded that these are people who have already retired from such active engagement in business and other active entrepreneurial undertakings. They do not intend to add any more variables to their already remained life with addition risky ventures

Respondents were also required to respond on the question ‘for how long have they been engaging in businesses. Findings regarding the length of time the clients are involving involved in the entrepreneurial activities show that, 3.3% of the respondents have a period of less than a year since starting to engage in business matters. A large group (70%) of the clients’ despondence are in business between 1-5 years while the evidence again shows that 24% of the BELITA women clients are in business for a period ranging between 5-10 years. Most of the clients have been engaging in the non-farming activities mainly manufacturing and production.
[bookmark: _Toc370892354][bookmark: _Toc370892489]
[bookmark: _Toc370892355][bookmark: _Toc370892490][bookmark: _Toc398546063]4.3 Borrowers Loan Taking Capacity 		
Results about the amounts at which the clients are borrowing from BELITA are presented in table 4.2. The findings show that 53.3% of the clients borrowed loans ranging from Tshs 100000/= to Tshs 500,000/= once per annum. Again the evidence shows that 43.3% of the respondents borrowed the loan at the amount ranging between Tshs 501,000/= and 1,000,000 in a year while those with loans taking capacity above Tshs 1,000,000 formed 4% of all client respondents. No clear reasons were established by this research on the decrease in the number of borrowers with increasing amount of borrowing although the clients appeared to be appreciably aware of the borrowing conditions set by BELITA. It may be speculated that, client’s weakness in taking high risks of borrowing large amount of loans associated with weakly invested business whose income may not be generated to adequately meet the weekly repayment disbursements. 

[bookmark: _Toc398546064]Table 4.1:  Profile of the BELITA Client Respondents 
	Profile 
	Variable 
	Frequency 
	Percentage 
	Cumulative Percentage

	Gender
	Female
	90
	90.0
	                100.0

	Age
	25-29 years
	26
	28.9
	28.9

	
	30-34 years
	37
	41.1
	70.0

	
	35-39 years
	20
	22.2
	92.2

	
	40-44 years
	6
	6.7
	98.9

	
	45-49 year
	1
	1.1
	100.0

	Experience in
business
	Less than 1 year
	3
	3.3
	3.3

	
	1-5 years
	63
	70
	73.3

	
	5-10 years
	24
	26.7
	100

	
	Above 10 years
	-
	-
	-


Source: Field Data (2013)
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[bookmark: _Toc398546065]Table 4.2: Borrowing Capacity by Clients
	Variables( Tshs)
	Frequency
	Percent
	Cumulative Percentage

	1-500,000
	48
	53.3
	53.3

	500,0001-1000,000
	39
	43.3
	96.7

	1000,001-1500,001
	1
	1.1
	97.8

	1500,001-2000,000
	1
	1.1
	98.9

	2000,001+
	1
	1.1
	100.0

	Total
	90
	100.0
	



Source:  Field Data, (2013)
[bookmark: _Toc370892357][bookmark: _Toc370892492][bookmark: _Toc398546066]4.4  Understanding of the Borrowing Procedures and Conditions by          Clients
The evidence from the study has shown that 100% of the respondents knew and were appreciating the borrowing conditions and procedures of BELITA for the them to qualify for and access loans (table 4.3).The higher rate of awareness in the borrowing conditions, and associated even further with the great care the clients put in their loans taking procedures by borrowing just the amount of loans their business can afford to weekly repay has been facilitating them to be able to repay back their loans when they fall due.
[bookmark: _Toc370892358][bookmark: _Toc370892493]
[bookmark: _Toc398546067]Table 4.3: Understanding of Loan Procedure and Conditions.     
	  
 Variable
	
Frequency
	
Percent
	
Cumulative Percent

	Yes
	90
	100.0
	100.0

	No
	0
	0
	100

	Total
	90
	100.0
	


Source:  Field Data (2013)

[bookmark: _Toc370892359][bookmark: _Toc370892494][bookmark: _Toc398546068]4.5 Utilization of the BELITA Loans by Clients 
The findings from the study puts forward that 86% of the respondents utilize the loans for developing and expanding their business while 8% use the loans for starting new business. It is 1% of the respondents who use their loans for buying business assets while another one percent of the clients utilize the loan for the purposes of fulfilling their personal and family needs.
[bookmark: _Toc370892360][bookmark: _Toc370892495][bookmark: _Toc398546069]Table 4.4:  Usage of Loans
	      Variable	
	Frequency
	Percent
	Cumulative Percentage

	Developing and expanding business
	66
	73.3
	73.3

	Additional capital
	12
	13.3
	86.7

	Starting business
	8
	8.9
	95.6

	Education  needs
	2
	2.2
	97.8

	Buying business Assets
	1
	1.1
	98.9

	Individual and Family needs
	1
	1.1
	100.0

	Total
	90
	100.0
	


Source: Field Data, (2013)
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[bookmark: _Toc398546070]4.6 MFIs’ Contribution to Poverty Reduction
[bookmark: _Toc370892362][bookmark: _Toc370892497][bookmark: _Toc398546071]4.6.1 Clients Capacity to Save
The findings on the contribution of BELITA’s loan to the client’s ability on saving are given in table 4.5 below. 92% of the clients accepted that they have been making saving from the income they are earning from their business which are greatly financed by the MFIs except the 8% of the respondents who could not.

[bookmark: _Toc370892363][bookmark: _Toc370892498][bookmark: _Toc398546072]Table 4.5: Contribution of BELITA to Customer’s Savings
	                                     
 Variable
	
Frequency
	
Percent
	
Cumulative Percent

	Yes
	83
	92.2
	92.2

	No
	7
	7.8
	100.0

	Total
	90
	100.0
	


Source: Field Data (2013)
[bookmark: _Toc370892364][bookmark: _Toc370892499]
[bookmark: _Toc398546073]4.6.2 	Contribution of MFIs Loans on Households Income
Table 4.6 shows the results on the impact of loan on household income after joining BELITA. Results have revealed that 77.7% of the respondents agreed that BELITA loans have significantly increased their household incomes largely from their business activities which largely are financed by the BELITA’s Loans. It is 22.3% of the clients who admitted that BELITA contributes nothing on creating additional income to women due to the fact that after taking the loans the women open small businesses which they manage themselves but after a time the businesses die.

[bookmark: _Toc370892365][bookmark: _Toc370892500][bookmark: _Toc398546074]Table 4.6: Contribution of BELITA on Income to Women
	                                     
 Variable
	
Frequency
	
Percent
	
Cumulative Percentage

	Yes 
	70
	77.7
	          77.7

	No 
	        20
	    22.3
	          100.0

	Total
	90
	100.0
	


Source: Field Data (2013)

[bookmark: _Toc370892366][bookmark: _Toc370892501][bookmark: _Toc398546075]4.6.3 Contribution of BELITA on Employment Creation to Women
The study again investigated the impact of the MFIs on creating employment among women. The results from the respondents showed in table 4.7 show that majority of the clients for 88% agree that the institutions helps to create employment. 12% of the respondent see no any contribution of BELITA on creation of employment opportunities as their business do not grow to the extent of opening new and addition employment opportunities.
[bookmark: _Toc370892367][bookmark: _Toc370892502]
[bookmark: _Toc398546076]Table 4.7: Contribution of BELITA on Employment Creation to Women
	                                     
 Variable
	
Frequency
	
Percent
	
Cumulative Percentage

	Yes 
	80
	88
	          88

	No 
	        20
	      12
	          100.0

	Total
	90
	100.0
	



Source: Field Data (2013)
[bookmark: _Toc370892368][bookmark: _Toc370892503][bookmark: _Toc398546077]4.6.4 Contribution of BELITA on Women Assets Ownership
The study again assessed the contribution of BELITA on women’s ability to own properties. The findings show that, 90% of the clients agreed that BELITA made possible for them to own their personal assets. They asserted that, the existence of these kinds of MFIs have empowered them to have a means of owning the asset different from the previous time before joining BELITA. 10% of the clients agreed that no contribution from the MFIs towards their assets ownership.

[bookmark: _Toc370892369][bookmark: _Toc370892504][bookmark: _Toc398546078]Table 4.7: Contribution of BELITA on Assets Ownership
	Variable
	Frequency
	Percent
	Cumulative Percent

	Yes
	81
	90.0
	90.0

	No
	9
	10.0
	100.0

	Total
	90
	100.0
	


Source:  Field Data (2013)

[bookmark: _Toc370892370][bookmark: _Toc370892505][bookmark: _Toc398546079]4.7 Loan Delivery and Repayment Process.
Table 4.8 shows that 90% of the respondents did not feel any problems with the present process of obtaining loans from BELITA. They are absolutely comfortable with the terms and the general loan delivery process. However, 10% of the clients feel the need of reducing in the amount of weekly loan repayment to clients. This is due to the fact that weekly loan repayment reduces their capital circulation.
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[bookmark: _Toc398546080]Table 4.8: Difficulties with Loans Delivery and Repayment Processes 
	                                     
 Variable
	
Frequency
	
Percent
	
Cumulative Percent

	Yes
	9
	10.0
	10.0

	No
	81
	90.0
	100.0

	Total
	90
	100.0
	



[bookmark: _Toc370892372][bookmark: _Toc370892507]Source: Field Data (2013)
[bookmark: _Toc398546081]4.8   Findings from BELITA Staffs
Table 4.1b shows the profile of the   BELITA members of staff whom the questionnaires were given. The study reveals that 80% of the respondents were male while 20% were female respondents. The findings again show 30% of the BELITA respondents comprised of 25-29 years old while 20% comprised a group of respondents aged between 30-34 years of birth. The elder respondents who aged above 35years old formed 10% of them. 30% was a group of the respondents aged 40-44 years old while only one percent of the respondents were aging between 45-49 years old. 

[bookmark: _Toc370892373][bookmark: _Toc370892508]Results on the analysis of the level of education so far attained by the BELITA’s members of staff enumerates that 60% of the workers have the bachelor degrees. 20% of the respondents have achieved the Master Degree course while 10% of the respondents have the A’ level certificate. The group of diploma holders consisted of 10% of the total staff respondents. Education status of the BELITA members of staffs is very important as it shows to what extent the MFI through its members of staff provide the clients with appropriate services.

[bookmark: _Toc398546082]4.8.1 Approaches and conditions for Provision of Loans
For a client to qualify for loan from BELITA s/he must be having a business and trustworthy  and aged of at least 18 years old. The conditions require a client to have an active business irrespective of the time the client has been running such enterprise. Again apart from the above qualification, the clients are required to have viable collateral personally owned and located in Dar es Salaam. Results on affordability by clients on the collateral needed by BELITA for them to qualify for loan are expressed in table 4.9. Forty percent of the respondents confirmed that the collaterals demanded by BELITA are affordable by the clients. 60% of the respondents admitted that, some of the clients lack appropriate collateral depending on their loan demands. These are to be taken into consideration so that BELITA looks with care at its collateral policy so that to attract more clients.

[bookmark: _Toc398546083]Table 4.9: Profile of the BELITA Staff Respondents 
	Profile 
	Variable 
	Frequency 
	Percentage 
	Cumulative Percentage

	Gender 
	Male 
	8
	80.0
	80.0

	
	Female
	2
	20.0
	100.0

	Age
	25-29 years
	3
	30.0
	30.0

	
	30-34 years
	2
	20.0
	50.0

	
	35-39 years
	1
	10.0
	60.0

	
	40-44 years
	3
	30.0
	90.0

	
	45-49 year
	1
	10.0
	100.0

	
Education 
	Advanced  level
Certificate
	
1
	
10
	
0.0

	
	Diploma
	1
	10
	20.0

	
	Bachelor degree
	6
	60
	80.0

	
	Master degree
	2
	20
	100.0


Source: Field Data (2013)

[bookmark: _Toc370892374][bookmark: _Toc370892509][bookmark: _Toc398546084]Table 4.10: Appropriateness of Collaterals
	                                     
 Variable
	
Frequency
	
Percent
	
Cumulative Percent

	Yes
	4
	40.0
	40.0

	No
	6
	60.0
	100.0

	Total
	10
	100.0
	100.0


Source:  Administered Questionnaires to BELITA Staffs (2013)
[bookmark: _Toc370892375][bookmark: _Toc370892510]
[bookmark: _Toc398546085]4.9   Discussion of Major Findings in Relation to Existing Literature
The results of the study show that the majority of the respondents are in favour of the introduction of microfinance activities across the country. Based on the findings, it is evidenced that MFIs are the effective tool for fighting against poverty. They are not only helpful in generating income but also improve the social stand of the poor people. 90% of the respondents were in the opinion that microfinance is very important tool in getting economic prosperity. Purchasing power and income also increase with the inception of microfinance. Mostly the results indicate that, microfinance is helpful for poverty alleviation which is consistent with the previous studies like Bakhtiari (2006), Mawa (2008) and Gursey (2009). 

In addition socio- economic implication of BELITA as an important institution in the poverty reduction process also has been justified by this study. Evidence has proved that a large proportion of the female entrepreneurs have been attracted with BELITA financial services now days slightly more than the previous years. All clients who were consulted declared that the amounts of loans they had been taking from MFIs significantly increased their income in many different ways.

 BELITA provided working capital loans, and by using these loans the clients are able to invest in their business, make profit and expand or start new businesses. Explaining the advantages of the loans available, the clients admitted that the loans they have been getting assist them to expand their business and open the new ones. Generally, income has been increasing to the clients due to the existence of the MFIs. This is in align with the study conducted by Kessy and Urio (2006) who concluded that MFIs pave the way to poor people to engage in non-farming activities which finally enhance income  to them.

Again the findings of this study reveal that MFIs have played a very important role in the economic growth of Tanzania by giving a chance to poor to engage in economic and other productive activities through their microenterprises. By financing small and medium enterprises, the MFIs have made a significant contribution on creation of employment opportunities. According to Wamasembe (2001), the SMEs provide employment opportunities to approximately 90% of the school drop-out, retired and retrenched civil servants, the skilled unemployed, women and army veterans.

Furthermore the study investigated the role played by the MFIs on facilitating the clients towards their savings. It was found that there was a substantial saving ability by the clients largely from their business which are greatly financed by the MFIs. These findings agree with the findings  by Gopalan (2007)  that, the microfinance increase the self confidence of the poor by meeting their emergence requirements, ensuring need based timely, credit and making the poor capable of saving. The contribution of the MFIs on asset creation and ownership again was investigated by the study. The results show that, to a small extent the women have been enabled by the MFIs to own assets as a result of the loans they get from MFIs. This is in the line with the study conducted in the past which proved that, majority of the MFIs clients take small amount of loan just for starting or expanding the existing petty kind of trading. This at a time hinders their ability to buy and own the physical assets (Siring, 2000).   
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[bookmark: _Toc370892377][bookmark: _Toc370892512][bookmark: _Toc398546087]5.0 CONCLUSIONS AND RECOMMENDATIONS

[bookmark: _Toc370892378][bookmark: _Toc370892513][bookmark: _Toc398546088]5.1 Introduction 
This chapter presents the conclusion and recommendations derived from this study. It also describes the uncovered areas by the researcher which need further        studies.

[bookmark: _Toc370892379][bookmark: _Toc370892514][bookmark: _Toc398546089] 5.2 Conclusion
This study was set out to examine the role the MFIs play on the contribution of poverty reduction among the women. Empirical results presented after analysis reveal that to a great extent the MFIs play a positive role on promoting the economy of Tanzania by providing a means through which the poor people were able to engage into various small economic activities. The study concludes that absolutely MFIs operation in Tanzania has brought about positive changes in the standard of living of people who access their services. 

Although few of the clients have not recognized the way in which 	the MFIs have paved their ways towards poverty reduction but majority of MFIs clients have benefited positively. Regardless of the achievements of MFIs to their clients, few of them complained that, the weekly repayment system is to be lengthening to at least one month so as to increase the rate of their capital circulation. Again the study has discovered that some of the clients lack appropriate collateral to access their loan requirements.
[bookmark: _Toc370892380][bookmark: _Toc370892515][bookmark: _Toc398546090]5.3 Recommendations	
The following recommendations are put forward in order to improve operations of MFIs.
i.) MFIs should consider the possibility of increasing the grace period and reduce the frequency of repayment so as to provide for clients with long term loans turn to high capital circulation.
ii.) Since most of the client were solely depending on the income from their business, BELITA should consider providing services in a humble manner with the aim in one part of raising the client capacity to obtain large loan products which may in turn promote the clients income from their business hence improve their standard of living.       
iii.) There are policy issues regarding microfinance as an instrument for poverty reduction. This is on the capacity building of MFIs in gender to enhance their ability in the design of the policies, procedures and products that meet the practical and strategic female gender needs by the poor people. This will enhance the participation of both men and women in microfinance performance thereby leading to poverty reduction through increase in access to both production and consumption credit. 

[bookmark: _Toc370892381][bookmark: _Toc370892516][bookmark: _Toc398546091]5.4    Areas for Further Studies
This case study has mainly focused on BELITA nevertheless; several issues of serious concern that require more answers were uncovered by present work. The following may be the possible areas that could qualify for the further studies to be conducted.
i.) To examine why a group of older clients join the financial services in small number. Definitely there could be many more out there that need the financial capital inputs to strengthen their business.
ii.) Cases of client’s failure to repay back their dues were confirmed by this study. The study should be taken to examine any other more factors leading to this failure by the clients.
iii.) There is a need for a further study to know why a large number of MFIs clients borrows small amount while there is a room of taking significant large amount of loan.
iv.) The study on small contribution of MFIs to enhance poor people to own assets is also an area which needs a further study.
[bookmark: _Toc377319626]
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APPENDICES

APPENDIX 1: QUESTIONNAIRES TO BELITA STAFF MEMBERS
I Peter Ndege, a student  from the Open University of Tanzania , Faculty of Business Management in pursuit of master degree of business administration. I am conducting a research on the contribution of the microfinance institutions upon women poverty reduction in Dar-es-Salaam a case study of BELITA microfinance institutions.
You are kindly requested to fill the following form and the information provided will be strictly confidential.

Instructions
Please tick where appropriate and fill in the blacks where necessary.
1. Gender
Female	[     ]	
Male	[     ]	
2. Age 
25-29         , 30 – 34  	 35-39	       40- 44	    45-49	50 and above[     ]	 
3. Level of education.
Ordinary level certificate 		[     ]	
Advanced level certificate		[     ]	
Diploma	[     ]		
Advanced diploma	[     ]	
Bachelor degree	[     ]	
Master degree		 [     ]	
Others (specify) …………………………………………………………………               
4. Tenure in employment
Below 1 year
1-5 year
5- 10 years
10 – 15 years
Above 15 years  
5. Position in the organization ……………………………………….
6. What is the core product of your organization?
Credit	[     ]	
Saving               	 [     ]	
Others (specify) ………………………………………………………………………
7. Who is your customer for credit?
Petty/ Micro enterprises	[     ]	
Small enterprises	[     ]	
Medium enterprises	[     ]	
All of the above	[     ]	
Others (specify) ……………………………….
8. What is the source of your finance?
Government 	[     ]	  
Donor	[     ]	
Others	[     ]	
9. Is your fund sufficient to meet your clients’ demands?
Yes 	[     ]	
No	[     ]	
10.  Is it profitable to lend to SMEs ?
Yes	[     ]	
No	[     ]	
Why ……………………………………………………………………………………………………………………………………………………………………

11. Are the women microenterprises aware of the microfinance institution?
Yes	[     ]
No	[     ]
If no, why ……………………………………………………………………

12. Are women entrepreneurs comfortable of borrowing from the microfinance institutions like your?
Yes	[     ]
No 	[     ]
Why  ……………………………………………………………………………………………………………………………………………………………………
Are the collateral securities offered by women entrepreneurs always appropriate to their credit demands?
Yes	[     ]
No	[     ] 
13. Are the women entrepreneurs paying back their loans on time?
Yes	[     ]
No 	[     ]
If No why ……….……………………………………………………………
…………………………………………………………………………………
Apart from untimely paying back of their loans and insufficient collateral securities by them, what difficulties do you encountered for lending to microenterprises? 
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

14. What measures are taken to overcome such problems?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
What are clients required to do qualify for credit?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
Are the microfinance institutions really contribute to the women poverty reduction? 
Yes   	[     ]
No     	[     ]
If  YES, How?  ………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………
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APPENDIX 2: QUESTIONNAIRES TO BELITA WOMEN CLIENTS
I PETER NDEGE, a student from the Open University of Tanzania, Facult of  Business Management in pursuit of a master degree of business administration. I am conducting a research on the contribution of micrifinance institrutrions upon women poverty reduction in Da-er-salaam a case study of BELITA microfinance institution. 

Instuctions.
Please tick where appropriate and fill in the blanks where necessary.
1. Gender	[     ]
Male	[     ]
Female	[     ]

2.  Age in years,
25- 29	[     ], 30- 34[     ], 35-39[     ], 40 – 44[     ], 45- 49[     ], 50  na  zaidi

3. Time in business.
Less than 1 year      [     ]
years 1- 5	[     ] 
years  5- 10	[     ]
years 10 – 15	[     ]
           15 years  and above 	[     ] 

4. What is the purpose of the loan you take from BELITA
……………………………………………………………………………………………………………………………………………………………………
5. How much have you been taking
…………………………………………………………………………………………………………………………………………………………………………
6. How many times are you taking loans in a year ……………………………………………………………………………………………………………………………………………………………………
7. Has the loan helped your business to grow
Yes …………………………………………………………………………………
No ………………………………………………………………………………… 
If the answer is NO.  
WHY ………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
8. Is it easy to get loan from BELITA?
Yes     	[     ]
No  	[     ]

9. Mention four difficulties you face when looking for loan from BELITA.
i. ……………………………………………………………………………
ii. ……………………………………………………………………………
iii. ……………………………………………………………………………
10. Is the loan you get from BELITA having significant importance to you?
Yes  	[     ]
No	[     ]

If the answer is YES How.........................................................................................
...........................................................................................................................................................................................................................................................................
11. Is the existance of the MFIs helping you to alleviate from poverty?
Yes  	[     ]
No	[     ]

If  YES , how ………………………………………………………………………….
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
12. Does BELITA  contribute to increase your income earning capacity?
Yes  	[     ]
No	[     ]

13. Is  BELITA helping to create employment opportunities for women?
Yes …………………………………………...
No ……………………………………………
14. Have the loans from BELITA helped you to own personal assets?
Yes …………………………………………...
No ……………………………………………
15. Are the loans you take from BELITA help you at a time to make saving?
Yes …………………………………………...
No ……………………………………………
16. Are you aware of the loans conditions and procedures from BELITA?
Yes …………………………………………...
No ……………………………………………


Thank you very much for your cooperation

                                                     .

