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ABSTRACT

The major objective of this study was to investigate the impact of VICOBA Loans in

improving smallholder farmers’ income in Kiteto District, Manyara Region. Specifically the 

study intended to examine (i) community’s perception towards VICOBA loan services, (ii)

The extent that VICOBA has contributed to the access of micro loans among smallholder 

households, (iii) Contribution of VICOBA in smallholders’ households’ income among 

VICOBA members, and (iv) Challenges facing smallholder farmers on access of micro 

loans from VICOBA.

The study involved 100 smallholder farmers who had accessed VICOBA loans. It

employed a cross sectional survey design with a mixed research approach. Data were 

collected from smallholder farmers using a questionnaire and from KIs using an 

interviews guide. Secondary data were solicited from document analysis. Data were 

coded, entered in SPSS version 21 for analysis, cleaned, and results were presented in 

tables, figures and graphs.

The study revealed that smallholder farmers were also involved in different economic 

activities such as food crops, garments and restaurants. Moreover, cross tabulation of 

individual and characteristics against smallholder farmers’ perception toward VICOBA

have show weak significant difference between individual characteristics and their 

perception. These differences lies on their age, experience in business, household size, 

business size, marital status, paid employment and education level. In addition to that, 

the study found that VICOBA were efficient in provision of loan services.Also the study 

show that, there was no enough knowledge from members of VICOBA on how to perform 

well in farming due to saving and access of soft loans which improves their production 

and increase their income.

However, the study concludes that, although loan provided by VICOBA had no influence 

on smallholder farmers’ income, But   it has improved their livelihood and helps them out 

of extreme poverty. The study recommended that the Government need to incorporate

VICOBA development model into the National Poverty Reduction Strategy and also 

review cooperative and microfinance policies.
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CHAPTER ONE

INTRODUCTION
1.1 Overview

This chapter comprises the overview of the study, background to the study problem, 

statement of the Study problem, general objective of the study, specific objectives, and 

the research questions, significance of study and definition of key terms used in this 

study.

1.2 Background to the study Problem

Globally, microfinance arose in the 1980s as a response to doubts about the capacity of 

the states or governments to deliver subsidized or cheap credits to poor communities 

(Haji, 2013; Okiocredit, 2005). During the 1970s, the government provided subsidized 

credits to low income households because the government and donors assumed that the 

poor required cheap credits at lower interest rates. This was looked at as a way to 

promoting socio-economic development and agricultural production by smallholder 

farmers. In providing these micro credits, donors set up credit unions that were inspired 

by the Raiffeisen model (Raiffeisen,1864) developed in Germany in 1864 (Haule, 2015; 

Lucas and Akkaro, 2016). The focus of these co-operative financial institutions was 

mostly on savings mobilization in an attempt to teach poor farmers how to save 

(Robinson, 2001).  It is now successfully being implemented by schemes throughout the 

world; in Asia, Pacific, Africa, Latin America, Eastern and Western Europe (DFS, 2007). 

Microfinance today is already represented by a dynamic sector. With the banking sector 

antiquated and unable to respond to emerging needs, microfinance has proved capable 

of filling the gap by providing transitional support for people needing to enhance their own 

livelihood. The microfinance sector thus continues to expand and become highly 

structured (Robinson, 2001; Lucas and Akkaro, 2016). Microfinance institutions have 

been reported to benefit the poorer men and women in developing countries since their 

establishment

However, empirical literature is full of inconsistent views on the impact of microfinance on 

household welfare (Sengupta and Aubuchon, 2008; Ebimobowei, Sophia, and Wisdom, 

2012 Okurut, 2014). Evidence by some scholars suggests that microfinance has a 

positive and significant impact on household welfare. The studies of Parvin, (2012), 

Agnello and Caramia, (2013), Mago and Cephas, (2014) and Gerli, (2015) showed that 

microfinance interventions have a vital influence in reducing income poverty and improve 

standard of living.

Moreover, microfinance can help to minimize the vulnerability to economic risk because it 

can help the poor to diversify their incomes, make up physical, human and social assets 

(Austin, 2011), re-establish the base of household in terms of income and assets, 
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particularly after economic shocks and smooth the consumption (Kiiru, 2007; Mago and 

Mago, 2013; Arouri et al., 2014). On the other hand, another school of thought observed 

that microfinance has no significant impact on household welfare on account of the high 

interest rates charged by microfinance institutions, the small loan amounts and the short 

repayment periods (Diagne and Zeller, 2001; Okurut and Bategeka, 2006; Banerjee et al., 

2013 and Okurut et al., 2014), and in some cases borrowers were reported to have been 

trapped in vicious cycle of debt (Bateman and Chang, 2010). 

Saving and credit societies were found to be important to Tanzania since independence. 

In 1961 the government of Tanganyika pointed out major three development enemies of 

the country including ignorance, disease and poverty (Nyerere, 1968). Unfortunately, all 

these enemies were found relatively more prominent in the rural areas than in urban part 

(Haule, 2015). It therefore directed the efforts of the government to the rural areas. These 

efforts have been done through establishment of micro cooperatives like Village 

Community Bank (VICOBA) which are microfinance Institutions with self-help groups.

The VICOBA model was formed specifically to economically empower the poor to 

enhance their livelihood strategies (Bakari et al. 2014). Members decide themselves who 

is to join them in the five units groups (collateral or pressure groups) and which unit group 

should join each other to make a VICOBA group of 30 members. The members come 

together and register, set days, place and time for meetings. The groups also establish 

group rules and regulations, agree on the amount of money or resources to be 

contributed as savings/shares and seek support form VICOBA which has limited 

coverage and planned on how they can go about the problems they are facing (SEDIT, 

2008; Kitomari and Abwe, 2016). 

Members of VICOBA command all group operations in their own way. They contribute 

their shares and social protection amounts on weekly basis. After 14 to 16 weeks of 

training, they take loans to support already identified relevant and realistic projects. For 

the first few months they take short term loans of three months. Later when they have 

gained competency in entrepreneurship skills they take long term loans of six months. 

Each loan is returned to the group basket with added value. This kind of operations, as it 

is in many other microfinance institutions, is highly praised to reach many unreached poor 

and facilitate their access to financial services, and hence improves livelihood activities of 

millions of urban and rural households. Despite this, still most of VICOBA fail and 

collapse at the infant stage while they have same goals and objectives.
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In Tanzania, VICOBA was originally adopted from Niger, in West Africa, where they were 

popularly known and adopted as “Mata Maso Dubara” (MMD) which roughly translates as 

‘women on the move’ (Lucas and Akkaro, 2016). The MMD model was initiated in 

Tanzania in 2000 with the aim of empowering less privileged people in both urban and 

rural settings. This lending model was firstly introduced in Zanzibar through CARE 

Tanzania, in year 2000 and later adopted by other conservation and community livelihood 

support projects in Pemba Island and Tanzania mainland. Village Community Bank in 

Tanzania has reached the grassroots communities as from scope survey done in 2011. 

The survey revealed that, up to 27.9% of the rural communities who were initially un-

served became served by informal financial institutions such as VICOBA, Rotating 

Savings and Credit Association (ROSCAs), and Village Savings and Loan Associations 

(VSLAs) (URT, 2009; Lucas and Akkaro, 2016). 

The main aim of forming VICOBA was to unite the small holder farmers and those people 

with low income who are majority in Tanzania (Wangwe, 2004; URT, 2009; Manongi, 

2013) and most of them found in rural areas (Ahlen, 2012; Haji, 2013; Girabi and 

Mwakaje, 2013). The main objective of this project is to support government efforts to 

raise the income of citizens and eliminating poverty (Grant et al., 2002; Magali, 2013). 

Through VICOBA, the group members are expected to save and share the financial and 

technical resources. .

Village community banks started in Kiteto in 2008, initiated by SEDIT and Orgut through a 

project called Land and Agricultural Management Programme (LAMP). The SEDIT 

created VICOBA groups containing 25 to 30 members for each group, who were provided 

with trainings to build capacity of members to manage their projects (SEDIT, 2008). There 

are more than 80 VICOBA groups in Kiteto with 2209 members and a total capital of 

539,313,487 TZS by 2011 (SEDIT, 2011). For a long-time, provision of micro credit 

services to smallholder farmers have been hindered by lack of collaterals for small 

farmers (Magali, 2013). Most smallholder farmers nowadays have village banks from 

which members borrow small loans (SEDIT 2008; SEDIT, 2011). Therefore if the 

smallholder farmers especially members of the village bank, had accessed small loans 

and had been provided with training in business skills they will be able to utilize the loans 

efficiently and increase their agricultural production and hence income. However, most 

smallholder farmers have been constrained with low production and low income (Haule, 

2015) though the area is endowed with enough fertile arable land, diverse climatic zones 

and plenty of water sources (Hillbur and IITA, 2013). 

Therefore, this study was intended to fill the gap by analysing the impact of VICOBA in 

improving access to microcredit among smallholder farmers of Kiteto District Council in 

Manyara region.
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1.3 Statement of the Study Problem

There is much about Microfinance (VICOBA) in Tanzania, however, the impact of 

VICOBA Loans in improving smallholders’ farmers’ income is not yet organized. Evidence 

shows that microfinance (VICOBA) in rural areas is increasing (Ahlen, 2012) from 3.3% in 

1996 to 7.2% in 2003 (Semboja, 2004), slowed down then picked up to 11.3% in 2009 

(BOT, 2009). Despite efforts of micro financing, more people are still living with poverty in 

the rural areas. In Tanzania over 80% of 17 million people who live below poverty line are 

in the rural (Wangwe and Lwakatare, 2004; EEA, 2009). The main aims of VICOBA are to 

unite the rural people and enable them save and share financial and technical resources 

to improve the social and economic status of the members. In this line of thinking, 

VICOBA enables members to get soft loans by paying small interest rate which is taken 

as income to the group members. However, it is difficult for VICOBA members to access 

sufficient loans for buying agricultural inputs (DFS, 2007). However, studies show that 

VICOBA are helpful to the community both socially and economically (Kihongo, 2005; 

Mkombe 2005; Haule 2015).

Therefore, as the contribution of VICOBA in wellbeing among small holder farmers 

remain deficient, this study analyses the VICOBA’s impact on improving access to micro 

loans on the improvement of income of smallholder farmer’s at Kiteto District in Manyara 

region in order to fill this gap in knowledge and improve microfinance institutions, 

VICOBA, and their operations.

1.4 Objectives of the Study

1.4.1 General objectives

The main objective of this study is to investigate the impact of VICOBA loans in improving 

income of smallholder farmers in Kiteto District, Manyara Region.

1.4.2 Specific objectives

i. To examine community perception towards VICOBA loan services

ii. To assess the extent to which VICOBA has contributed to the access of micro 

loans among smallholder households.

iii. To determine the contribution of VICOBA in smallholder farmers’ income among 

VICOBA members.

iv. Explore the challenges facing smallholder farmers during borrowing from 

VICOBA.
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1.5 Research Questions

i. What is the perception of community towards VICOBA?

ii. To what extent VICOBA contributes to access of micro-credits among smallholder 

households?

iii. What is the contribution of VICOBA in smallholders’ household income among 

VICOBA members?

iv. What are the challenges facing smallholders during borrowing from VICOBA?

1.6 Significance of the Study

The findings of the study contribute to knowledge on the importance of engaging in 

VICOBA. The findings of the study also inform both governmental and nongovernmental 

institutions on better techniques of operating VICOBA, also the research findings will 

beneficial to Kiteto District Council to enable them provide useful information for ongoing 

operations of VICOBA in the district. Also the study findings increase awareness to 

community and other stakeholders available in the area on the situation of VICOBA that 

can increase positive action towards strengthening the group. The current study is useful

to cooperatives officers, community development officers and other agents of change of

rural communities. Furthermore, the findings provide useful knowledge to policy makers 

and other implementers on the contribution of VICOBA in relation to the wellbeing of 

smallholder farmers.

1.7 Scope of the Study

This study was conducted in Kiteto District. It concentrated on the contribution of Village 

Community Banks in improving access to micro loans among smallholder farmers in the 

district. It specifically looked on peoples� perception toward VICOBA; the extent that 

VICOBA has contributed to the access of micro loans among smallholder farmers, the 

contribution of VICOBA in smallholder farmer’s income among VICOBA members and the 

challenges facing smallholder farmers among VICOBA members. Respondents were 

drawn from within the District especially VICOBA members.

1.8 Summary

This chapter explained how VICOBA are implemented in order to improve the 

smallholder farmer’s income. Moreover, the chapter discussed the importance, 

advantages and disadvantages of VICOBA and the challenges facing smallholder farmers 

during the access micro credit. 
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1.9 Organisation of the Thesis

This thesis is organized into five chapters, with chapter one providing the background 

information, statement of the problem, study objectives and significance. In addition, it 

delineates the study limitation and describes the organization of the thesis. The second 

chapter concentrates on theoretical issues underpinning the rural finance in developing 

countries. It reviews the relevant literature, and provides a conceptual framework for 

analysis of rural finance. Moreover, the chapter discusses the development of the 

financial sector in historical context. The chapter also discusses issues of regulation and 

supervision of the commercial banks and financial institutions. On the other hand, the 

third chapter presents a profile of the study area and describes the study methodology. 

Chapter four provides the analysis of the financial structure under the market economy 

and its impact on rural livelihoods. Finally, chapter five presents summary and main 

conclusions of the study. In addition, it identifies policy recommendations and areas for 

further research.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Overview

This chapter consists literature review of relevant information reviewed to the study which 

includes theoretical and empirical literature review, conceptual frame work, definition of 

key terms and concepts which were used in this study.

2.2 Theoretical Review

2.2.1 Definition of terms and concepts used in this study

2.2.1.1 Microfinance

Microfinance, according to Otero (1999, p.8) is “the provision of financial services to low-

income poor and very poor self-employed people”. These financial services according to 

Ledgerwood (1999) generally include savings and credit but can also include other 

financial services such as insurance and payment services. Schreiner and Colombet 

(2001, p.339) define microfinance as “the attempt to improve access to small deposits 

and small loans for poor households neglected by banks.” Therefore, microfinance 

involves the provision of financial services such as savings, loans and insurance to poor 

people living in both urban and rural settings who are unable to obtain such services from 

the formal financial sector.

2.2.1.2 Microcredit

Sometimes, the terms microcredit and microfinance are often used interchangeably, but it 

is important to highlight the difference between them because both terms are often 

confused. Sinha (1998, p.2) states “microcredit refers to small loans, whereas 

microfinance is appropriate where non-governmental organisations (NGOs) and MFIs 

supplement the loans with other financial services (savings, insurance, etc)”. Therefore 

microcredit is a component of microfinance in that it involves providing credit to the poor, 

but microfinance also involves additional non-credit financial services such as savings, 

insurance, pensions and payment services (Okiocredit, 2005). In this study, the concept 

of microcredit will be limited only to small loans given to smallholder farmers

2.2.1.3 Microfinance Institution

The definition of a microfinance institution is also wide, CGAP defines it as “an 

organization that provides financial services to the poor” (CGAP 2012), but furthermore it 

is also common that MFIs provide non-financial services like social intermediation, for 

example training and education about finance, cooperatives and group formation 

(Ledgerwood 1999:1, Bee 2007:153).
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2.2.1.4 Smallholder Farmers

Smallholder farmers are defined as famers cultivating average farm sizes of between 0.9 

hectares and 3.0 hectares using traditional cultivation methods with only 10 % average 

use of a tractor and production is determined by rainfall (Haule, 2015). Tanzania depends 

on agriculture, which is predominantly smallholder and subsistence in nature, marked by 

backward technology and low use of modern inputs. 

2.2.1.5 Village Community Banks (VICOBA)

According to ORGUT-SEDIT (2008) phrase “Village Community Banks” (VICOBA) are 

referred to informal village based savings and credit group which are mainly based on 

lending scheme with a focus on fostering participant’s ability to innovate and manage 

viable income generating activities through entrepreneurship training in this study, 

therefore (VICOBA) are taken as a unity of people who have voluntarily decided to put 

their resources together in a same pool in order to solve their common and individual 

socio-economic problems.

2.2.1.6 Poverty Reduction

Poverty reduction is a set of measures, both economic and humanitarian, that are 

intended to permanently lift people out of poverty (The Concise Oxford Dictionary of 

Current English, 1982).

2.2.2 Transaction Cost Theory

The theoretical frame work for this study was based on transaction cost theory. 

Transaction cost approach to the theory of the firm was created by Ronald Coase (1937) 

in his article, the transaction cost can be conceptualized as a financial cost incurred in 

credit delivery. Transaction cost theory is a part of corporate governance and agency 

theory. It is based on the principle that costs will arise when you get someone else to do 

something for you .e.g. directors to run the business.

Transaction cost theory is an alternative variant of the agency understanding of 

governance assumptions. It describes governance frameworks as being based on the net 

effects of internal and external transactions, rather than as contractual relationships

outside the firm (i.e. with shareholders).
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External transactions

        Sources: Own formulation based on Literature review

From the above figure show transaction costs, which occur when dealing with another 

external party, it include (i) Search and information costs: to find the supplier. (ii)

Bargaining and decision costs: to purchase the component. (iii)Policing and enforcement 

costs: to monitor quality IFAC (2012).

In VICOBA borrower and the lender bear some costs which is relevant to the 

Transaction theory as stated above, in the figure above it show that there cost of 

searching and information, bargaining and decision, policing and enforcement. during

and after the disbursement of loan. The cost incurred by the lender include; cost of 

searching for funds to loan, cost of designing credit contracts, cost of screening 

borrowers, assessing project feasibility, cost of scrutinizing loan application, cost of 

providing credit training to staff and borrowers, and the cost of monitoring and putting 

into effect loan contracts.

On the other hand, the borrowers that is micro and small enterprises (MSEs) forth is 

case may incur cost rang in from cost associated in screening group member (group 

borrowing), cost of forming a group, cost of negotiating with the lender, cost of filling 

paper work, transportation to and from the financial institution, cost of time spent on 

project appraisal and cost of attending meetings, etc (Bhatt and Shui-Yan, 1998). The 

parties involved in a project determine the transaction cost rate. They have the sole 

responsibility to reduce the risk they may come across (Swtiglitz, 1990).This theory is 

relevant to this study, based on the cost incurred when VICOBAs are formed and their 

business run.

2.2.3 The Theory of Empowerment

Empowerment theory states that an ongoing change is a process that involves self 

determination through the making of choices that can improve a person’s wellbeing 

(Kabeer, 2005; Mosedale, 2005). Poor people’s economic empowerment should be 

defined as “having access to and control over the means to make a living sustainable and 
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on long term basis, and receiving the material benefits of this access and control (Carr 

2000, and Mosedale 2005). It has been argued that for a poverty reduction, intervention 

like microfinance to engender change, it should contribute to the poor’s sense of 

independence, rather than simply meeting survival needs” (Kabeer, 2005). This may 

enable the poor to make choices that act against structures or individuals that draw back 

the pursuit of their interests and potentials. Relevant to this study, the theory of 

empowerment provided the analytical tools to examine how smallholder farmers’ access 

to microfinance programmes and their participation in income generating activities have 

served them.

Power play is ever-present in daily household relationships but power is most of the time 

concealed making it quite difficult to isolate for exploration (Kabeer, 2005). Hence, a 

person may be dispossessed of power without being conscious of it. Empowerment can 

be said to be an ongoing change process that involves self determination through the 

making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 

2005). Theory is applicable at case study in the sense that VICOBA became an influence 

in improvement income of smallholder farmers at Kiteto district. Model which explain the 

theory are explained below.

2.2.3.1 Poverty Alleviation Model

This theory focused on developing sustainable livelihoods, community development and 

the provision of social services. The main targets for poverty alleviation model are the 

smallholder poor and poorest farmers. Based on poverty reduction, development 

pioneers have argued for more smallholder farmers to be involved in microfinance 

programmes because poverty is not only higher among rural communities but that they 

bear greater responsibility for the welfare of the country for food and raw material 

production (Mayoux 2002). Usually, the provision of microfinance to the poor or poorest is 

for consumption and productive activities (Nourse 2002). Therefore, subsidized 

microfinance schemes are therefore viewed as crucial in order to help more smallholder 

poor farmers to meet their consumption and productive needs. These models underpin 

the policies and programmes of different MFIs and their outcomes on participants.

2.2.3.2 Financial Sustainability Model

With regard to financial sustainability paradigm, Mayoux (2002) noted that microfinance 

for empowerment has an individualistic focus. Therefore, the goal of any empowerment 

intervention should expand individual choices for self-reliance. The financial sustainability 

model assumes that a smallholder farmer’s access to microfinance schemes 

automatically increases their economic power and well-being, which eventually leads to 

their social and economic empowerment. At the microfinance institutional level, the 

financial sustainability model focuses on profitability and financial self-sustainability. For 
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the MFIs to attain their financial sustainability goals, they target mainly the un-bankable 

poor but not the poorest. Again, in order to maximize profits the VICOBA use a group 

methodology to reach out to smallholder farmers in order to reduce the cost of 

programme delivery.

Figure 2.1: Financial suitability Model

                                             VILLAGE COMMUNITY BANK

                                 LOAN                         LOAN/CAPITAL

Social investment                                                        Social investment in cultivate

in MF                                                                                       

      INTEREST Development project                             INTEREST

The financial suitability model show how VICOBA runs social initiative in the following 

three areas the micro loan programme for developing small business initiatives on a 

personal level. Financing companies that through their businesses generate a significant 

improvement in their Social environment, support projects. The financing of projects is 

currently achieved using the Foundation’s own funds, donations from friendly companies 

and the yields from the two funds. Our aim is to increase the size of the funds so that the 

yield on them is enough to finance all the projects in which we are involved, therefore

guaranteeing the long-term financial sustainability of the VICOBA.

The econometric model was used to measure the impact of VICOBA on smallholder 

farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4,) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+ iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6 = coefficients to be estimated. 

X = Inputs) Include loans, capital, interest
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2.2.4 The Theory of Empowerment

Empowerment theory states that an ongoing change is a process that involves self 

determination through the making of choices that can improve a person’s wellbeing 

(Kabeer, 2005; Mosedale, 2005). Poor people’s economic empowerment should be 

defined as “having access to and control over the means to make a living sustainable and 

on long term basis, and receiving the material benefits of this access and control (Carr 

2000, and Mosedale 2005). It has been argued that for a poverty reduction, intervention 

like microfinance to engender change, it should contribute to the poor’s sense of 

independence, rather than simply meeting survival needs” (Kabeer, 2005). This may 

enable the poor to make choices that act against structures or individuals that draw back 

the pursuit of their interests and potentials. Relevant to this study, the theory of 

empowerment provided the analytical tools to examine how smallholder farmers’ access 

to microfinance programmes and their participation in income generating activities have 

served them.

Power play is ever-present in daily household relationships but power is most of the time 

concealed making it quite difficult to isolate for exploration (Kabeer, 2005). Hence, a 

person may be dispossessed of power without being conscious of it. Empowerment can 

be said to be an ongoing change process that involves self determination through the 

making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 

2005). Theory is applicable at case study in the sense that VICOBA became an influence

in improvement income of smallholder farmers at Kiteto district. Model which explain the 

theory are explained below.

2.2.4.1 Poverty Alleviation Model

This model focused on developing sustainable livelihoods, community development and 

the provision of social services. The main targets for poverty alleviation model are bases 

on smallholder farmers, Based on poverty reduction, development pioneers have argued 

for more smallholder farmers to be involved in microfinance programmes because 

poverty is not only higher among rural communities but that they bear greater 

responsibility for the welfare of the country for food and raw material production (Mayoux 

2002). Usually, the provision of microfinance to the smallholder farmer is for consumption 

and productive activities (Nourse 2002). Therefore, subsidized microfinance schemes are 

therefore viewed as crucial in order to help more smallholder farmers to meet their 

consumption and productive needs. These models underpin the policies and programmes 

of different MFIs and their outcomes on participants.
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Figure 2.2: Poverty Alleviation Model

                                                     VILLAGE COMMUNITY BANK

                                                Loans                                   inputs (fertilizer)

                                                                          Improve income

                                                                        Alleviate poverty

                                          

Sources: Masterson & Auren (2006)

The model explains how VICOBA’S loans improve income as well as alleviate poverty, 

relevant to this study. VICOBA Issued a loan which used to buy some inputs such as 

fertilizers which lead to high production, hence improve income and alleviate poverty.

The econometric model was used to measure the impact of VICOBA on smallholder 

farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, ) 

Q = a + b 1X1 + b2 X2 + u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6 = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticide X2 = loans
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2.3 Empirical Review

2.3.1 Origin and Geographical Coverage of VICOBA in Tanzania

SEDIT, CARE and WCRP can be referred to as the pioneers that introduced the VICOBA 

concept and its acronym in September 2002 and borrowed from the experience of CARE 

international in Niger, West Africa in 1991. The model is popularly known as “Mata Masu 

Dubara”(MMD) and is based on the Hausa dialect or vernacular for women in a course to 

emancipate themselves from poverty. In Mozambique it is known as OPHIVELLA, in 

Uganda JENGA and Zanzibar JOSACA all of which are CARE international found 

acronyms with modifications suiting local demands (Kihongo 2005; URT, 2009; Ngalema 

2013). There is evidence that VICOBA concept was firstly introduced in Zanzibar before 

spread to other parts of the United Republic of Tanzania (Ahlen, 2012).

The adoption of VICOBA is based on its suitability and effectiveness in catalyzing 

developmental initiatives (Ngalema 2013). The VICOBA model starts at the bottom with 

collateral groups of five members getting together by forces of social economic discipline 

and acceptability to form a large group of 30 people. The groups formed are then 

registered and facilitated to make their own bank and training activities schedule. 

Intensive training lasting for up to sixteen weeks is conducted. Skills in inter and 

intrapersonal discipline in production, saving, spending and behavioural transformation is 

provided in a proper way (URT, 2009). Based in the mode of operation, the micro-finance 

policy and poverty, VICOBA Scheme has proved to be a very effective to the low income 

communities where it operates with very little cost and can easily be integrated to other 

development initiatives and give better results within a short period (Ngalema 2013). 

Since its inception, VICOBA concept is now adopted in every corner of the country, and it 

is reported that there are more than 1876 groups operating with 280members(URT,2009). 

Data shows that since 2006 approximately 30 billion TZS has been collected from their 

own income as revolving fund for the groups (URT, 2009; Ngalema 2013). The model is 

based on elements that promote creativity; ownership and sustainability of community 

invented income gaining activities that are also gender sensitive. A projection by SEDIT 

(2010) shows that it is 100% cost effective to launch VICOBA project in Tanzania. 

However, only 0.4% of people surviving below poverty line have accessed the VICOBA 

facilities and as pointed earlier almost a negligible proportion of Tanzanians are served by 

the facility. Based on the above observation the micro-finance industry in Tanzania is still 

evolving and generally, there has been on increasing trend in performance of the 

VICOBA in Tanzania for both outreach and financial indicators since 2002 (Ngalema 

2013). 
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2.3.2 Organisation and foundation of VICOBA

The internal group structure of the groups is made of 30 members each, including the 

chairperson, secretary, treasurer, money counters, key holders and discipline master. 

Jointly, they ensure groups survival and attainment of the goal. They carry out the overall 

supervision of the group in view of the procedures guiding management of shares, loan 

management, and discipline. The chairperson’s responsibility is to ensure joint of the 

group while the supervision of the group’s bank is responsibility of the secretary. 

Collection of the shares, custody of the credit kits and overseeing the functions of the 

group’s bank account, the treasury and money counters they count money after collection 

from different contributions. The key holders are responsible for ensuring the safety of the 

keys of the credit kits and opening and closing the kits during and after contribution 

exercise. The locked credit kit has three padlocks and three members are entrusted as 

key holders. It is done in this way to reduce the risk of one person opening the box

without the permission of others (SEDIT, 2010; Ngalema 2013). Lastly, the discipline 

master role is that of overseeing adherence to the rules of the groups. 

In addition to the above official, group trainers provide overall guidance to the group, and, 

in collaboration with the chairperson, ensure group cohesion which is important for the 

group’s survival. Group members are required to attend weekly meetings as decided by 

the group. Moreover, every group has the cycle decided by the group of about 12-18 

months. After a certain period funds accumulated are pooled together for few individuals 

to get loans equivalent to the total contribution made. At the end of the circle dividends 

are shared among group members, this is usually after twelve or fourteen months and the 

whole process of saving and borrowing starts again (SEDIT, 2010; Ngalema 2013). 

Therefore, the group leadership team in VICOBA is democratically elected from among 

the group members and serves voluntarily; this makes the leaders win the members’ 

trust, respect and commitment to obeying their instructions. Moreover, what they plough 

back to the group remains own (group) members money.

2.3.3 Differentiating VICOBA from SACCOS and other microfinance institutions

There are different types or forms of microfinance suppliers and their main dissimilarity 

lays in the legal structure. All microfinance institutions can be divided into formal, semi-

formal and informal categories. Both formal and semi-formal institutions are registered 

and subject to banking laws, regulations and procedures, unlike the informal institutions 

which are not under any law at all and not registered. Among semi-formal MFIs are credit 

unions and cooperative banks, savings and credit cooperatives, i.e. SACCOS, and 

sometimes NGOs, while self-help groups, local moneylenders, NGOs and rotating 

savings and credit associations (ROSCAS) are informal MFIs (Ahlen, 2012). 
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Kihongo (2005) underlines that; the vital dissimilarity between VICOBA and SACCOS or 

other forms of microfinance is mainly around beneficiaries of the interest charged (returns 

on investment or capital booster). VICOBA charges low interest rates of 5-10% and this is 

normally decided by the members, while traditional micro-finance institutions (MFIs) are 

commercially oriented charging high interest rates (17-25%) for their credit, hence 

unaffordable by the poor (SEDIT, 2010; Ahlen 2012; Ngalema 2013). In the other forms 

as in all profit motivated financial institutions the interest is derived from the borrower and 

flows to the lender to meet operation costs such as salaries, cost of utilities and also 

investment returns. In this view, it reduces the capacity of the micro-finance schemes to 

meet the social objective of poverty alleviation as it extracts resources from the poor 

which would have otherwise been utilized to improve their welfare. 

Moreover, Begasha (2011:23) adds that the main difference between the VICOBA model 

and the well-known Grameen model is how they use the interest rate. In Grameen model 

the interest rate goes to the lender to cover operational costs while in VICOBA the 

interest rate is to increase the capital to be able to provide bigger loans and at the end of 

the circle the interest rate is usually divided between the members together with savings 

and give the members a profit. Kihongo (2005) observe that VICOBA model as compared 

to other MFIs, recycles this investment returns to enable participants take bigger loans in 

the future. At the end of each cycle the total returns in investments is distributed to each 

member as dividends according to each person's current share capital investment. 

Therefore, against this above background, members of VICOBA stand to benefit more as 

compared to accessing loans from formal financial institution which charge high interest 

rate. The interest rate to the loan, are set at a lower rate, improving the capacity of the 

members to remain in the groups, and enable them to retain portion of earned incomes 

good enough to improve not only their life circumstances, but also (individual) savings 

and investments. VICOBAs are groups of maximum 30 people that meet regularly, 

usually once per week, to save shares in the VICOBA and give loans to the members. 

Among the 30 people there is one chairperson, one secretary and one accountant. The 

members within the group are divided into sub-groups of five people to work as each 

other referees when someone wants to take a loan, which together with the savings 

works as a collateral instead of other assets. VICOBAs are, as mentioned above, informal 

and not regulated or controlled in any governmental act or policy and the VICOBAs form 

their own rules and regulations. 
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2.3.4 Strength of VICOBA 

i. VICOBA is a financial entity which is fully owned by the target communities. The 

management costs are all taken care of by group members alone under voluntary 

basis. It is less cost in its management activities. 

ii. VICOBA is a scheme that can easily be accessed by all the poor at the 

grassroots. Unlike SACCOS in which some of those below poverty line fails to 

qualify as shareholders. In VICOBA it is different because share values are 

planned by group members themselves. 

iii. VICOBA scheme can be used to address other social evils such as Diseases and 

environmental destruction. 

iv. VICOBA scheme is fully down-top (or bottom-up) in terms of decision making, 

planning, implementation and ownership. This guarantees sustained economic 

evolution in line with MKUKUTA strategy.

2.3.5 Contribution of VICOBA in Improving Smallholder Farmers’ Income

At a national level an adequate level of income is a necessary condition for poverty 

reduction but it is not sufficient to ensure access to food for all people at all times. Access 

to food is governed by income and purchasing power. This exists for strategies at 

household levels to improve their livelihood. The effectiveness of rural microfinance 

institutions (RFIs) in reducing poverty can be accessed through three criteria. Coverage 

of the poor and financial needs fair access for disadvantaged group e.g. women and 

landless, financial viability and long-run sustainability (Zeller et al., 1996). Research 

conducted by India’s Integrated Rural Development showed great success of VICOBA in 

increasing the income of large numbers to stallholder farmers’ households. Also, Hossain 

(1998) found out that more than 90% of the Grameen Bank (GB) rural clienteles enjoys a 

living standard that is higher than prior to participation in the Grameen Bank. In the 

Grameen Bank members had a 40% higher income than comparable population groups 

in non-Grameen Bank villages.

Another financial innovation practised in Zimbabwe by Savings Foundation of Zimbabwe 

found out collective savings mobilisation and agricultural productivity of its clienteles. A 

part of the group members’ accumulated savings is converted into its productive inputs 

that are bulk-ordered through the foundation. About 97% of the group members were 

poor rural women. Under the foundation they can acquire new skills, improved housing 

and become financially more independent (Berger, 1989: World Bank 1990). Improved 

agriculture productivity and financial liquidity is crucial to enhance smallholder farmers’ 

welfare. Other studies conducted in Mali, Gambia and ACCION international in Latin 
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America had demonstrated the potential contribution of the RFIs in raising the productivity 

and income of the poor in the rural areas.

2.3.6 Perception of the Community toward VICOBA

Worldwide, academicians and clients view microfinance as a paradigm shift and ray of 

hope for poor (Gilal, 2011). Microfinance institutions are able to make significantly 

positive impact on the poverty level of their clients (Roy, 2014). Now day’s people’s 

outlooks are changing towards borrowing for their livelihood activities. Before 20th 

century people hesitated to borrow money for his/her own purpose. According to Roy 

(2014), found out that community perception about microfinance is good as they see 

VICOBA as their engine out of poverty and oppression. It also finds out that microfinance 

plays significant role in their life. The study also covers the perception of females which is 

extremely contrary to males in terms of “in what ways microfinance helps them”.

Additionally, Long (2009) examined perceptions of microfinance within the community of 

those who work with or are influenced in some way by microfinance institutions in 

Yaounde Cameroon. Furthermore, the project focuses on the ways in which these 

perceptions affect the institutions, the actions of the institutions amidst and in response to 

these perceptions, and to what extent these actions have a positive effect on the 

community and the firms themselves. Also the study examined to a certain degree the 

relationship between the two main goals of category two and category three microfinance 

firms: specifically, the fulfilment of social goals such as poverty alleviation and financial 

success. He found that the community has positive attitude toward MFIs as the tool to lift 

poor from hopeless situation. Responding to these perceptions MFIs extend their services 

and increases the depth of their outreach to the poorer.

According to Ugiagbe (2014), community in Nigeria perceive VICOBA negatively. He 

found this when conducted a survey study of the perception of the services of micro 

finance institutions by the female service users in south-south, Nigeria. The study 

examines the perceptions of the services of the micro finance Institutions by the service 

users, and how the services of MFIs affect businesses of the beneficiaries of the micro 

credit loans. The result reveals that the poor services and attitude of officials of MFIs and 

other problems like the regressive tax regimes, harsh economic climate and patriarchy 

are negatively affecting the business ventures of the loan beneficiaries. The beneficiaries 

are groaning under the burden of loan. This study is applicable in the context of social 

policy development at this time when social services delivery is not only poor but at 

dismal level. It is critical to social work practice in the context of advocacy, empowerment 

programs, facilitating and initiating service delivery and Community organizing by social 

workers that will enhance the war against poverty and other social impediments in 

Nigeria.
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Moreover, De Goey (2012) conducted a study in Dar es Salaam, Tanzania “social impact 

of microfinance: what changes in well-being are perceived by women group borrowers 

after obtaining a group loan?”. The perspectives of four women groups from the Dar es 

Salaam Region, Tanzania were included in understanding the local definition of well-

being, the developments in their lives and the changes in well-being they have perceived. 

The results show that the group loans may contribute to positive changes in the well-

being of women, but these changes cannot be attributed to the loans alone. The changes 

in well-being caused by the loan intertwine with other factors like group dynamics and 

family life; therefore the results need to be interpreted considering the specific context. 

Furthermore, the results show that the changes in well-being are not necessarily related 

to an increase in income, thus contesting the assumptions on which microfinance is 

based.

2.3.7 The extent VICOBA contributes to the Access of Micro Loans

Research about VICOBA is enormous worldwide. Some researchers propose that 

VICOBA improves smallholder poor farmer’s access to micro loan in the rural areas 

(Mosley, 2011; Mago and Cephas, 2014; Gerli (2015). However, there is also no shortage 

of studies that curses MFIs (Banerjee et al., 2013 and Okurut et al., 2014).  For instance, 

Amin (2003), found that while microcredit is successful in reaching the poor, it is less 

successful in reaching the vulnerable, especially the group most prone to destitution (the 

vulnerable poor). They concluded that the access of micro-credit to smallholder farmers in 

Bangladesh is not as efficient as expected due to huge reforms of the financial sector. 

Also, AGRA-FISFAP (2015) conducted a study in three African countries and found that

across SSA agriculture is a critical sector that contributes 20–30% of GDP, employs 60–

85% of the population, yet usually attracts less than 5% of domestic lending. The vast 

majority of smallholder farmers have difficulty obtaining appropriately structured financial 

services to meet their needs, which comprise a combination of short-term working capital, 

medium-term equipment financing, and longer-term capital investments, savings 

products, and risk management products. VICOBA have tried to smooth the situation but 

still the problem persist (SEDIT, 2011).

In Tanzania several studies has been  done on  microfinance institutions service, one of 

the researcher who have done research on MFI service is Chijoriga (2008) who 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. It was observed that, 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. According to Tanzania National Council for Financial Inclusion 

(2016), the level of informal financial access in the rural areas is 8.5 percent compared to 
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23 percent in the urban areas and totally excluded rural population is 60 percent 

compared to 45 percent in urban areas. Moreover, according to the geospatial census of 

financial access points conducted in 2012, and based on latest population census only 

30% of the Tanzanian population live and transact within a 5km distance of a financial 

access points.

On the contrary, Anyelwisye (2007), found that VICOBA play a significant role in 

improving the conditions of smallholder farmers. This is because they not only help the 

smallholder farmers accessing financial services and invest in income generating 

activities but also they enable such individuals to solve fundamental problems in their 

families. Additionally, Ngalemwa (2013) aimed at identifying factors influencing VICOBA 

activities in alleviation of income poverty; identifying major challenges facing community 

participation in VICOBA activities; examining the effectiveness of VICOBA in alleviation of 

income poverty and determination of the community�s attitude towards VICOBA. Results 

show that most of VICOBA members joined the scheme in order to access credit and 

they acknowledged to have benefited as per their expectations. Also Dean (2011), 

Todaro and Smith (2012) Okibo and Makanga (2014), Sengupta and Aubuchon (2008), 

Ebimobowei, Sophia, and Wisdom (2012) and Okurut (2014) found the similar results.

2.3.8 Contribution of VICOBA’s Micro-Credit to Smallholder Farmers

According to Mosley (1999), microfinance makes a considerable contribution to the 

reduction of poverty through its impact on income and also has a positive impact on 

asset level. But the mechanism through which poverty reduction works varies between 

institutions. Generally, institution that give, on average, smaller loans reduce poverty 

much more by lifting borrowers above the poverty line, whilst institutions giving larger 

loans reduce it much more by expanding the demand for labour amongst poor people.

Nichols (2004) used a case study approach to investigate the impact of microfinance up 

on the lives of the smallholder poor famers in the rural China and found that the 

participation of smallholder farmers in MFI program had led to positive impact in their life. 

Their income have increased, spending on educational and health have increased hence 

improved their standard of living and also women have benefited out of this program. 

There were visible sign of higher wealth level within the village.

In additional to that, Gyamfi and Ampofo (2014) examined the effect of microfinance 

credit on community farmers in the Upper Denkyira East Municipality of Ghana. The 

study used the mixed approach research technique. Both qualitative and quantitative 

research methods were used for the study. The study established that the interest rates 

are high for the community smallholder farmers to deal with and farmers were negatively 

affected by the high interest rates being charged by the banks. The study concluded that 
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microfinance credit has made a significant effect on the economic life of community 

smallholder farmers to increase their farms and yields. 

Moreover, Hulme and Mosley (1998) found evidence of a trade-off between reaching the 

very poor smallholder farmers and having substantial impact on household income. They 

found that MFIs programmes that targeted higher-income households (those near the 

poverty level) had a greater impact on smallholder farmer income. Those below the 

poverty line were not helped much and the very poorest were somewhat negatively 

affected. The poorest tended to be more averse to risk-taking. They also used their loans 

for working capital or to maintain consumption levels rather than for fixed capital or 

improved technology. Since, micro credit programmes typically require loan repayment 

on a weekly basis; some critics argue that repayment comes from selling assets rather 

than from profits of micro-enterprises.

There have been considerable studies in Tanzania that targeted to find out the impact of 

microfinance on poverty alleviation in Tanzania (Kessy and Urio, 2006; Mhunzi, 2012). A

study conducted by Girabi and Mwakaje (2013) with the objective to investigate the 

impact of microfinance on agricultural productivity by smallholder farmers in Tanzania 

the case study of Iramba District. A total of 98 respondents were selected randomly from 

credit beneficiaries (CB) and non-credit beneficiaries (NCB). The collected data were 

analyzed through descriptive statistics and multiple regression analysis. Findings 

revealed that, CB realized high agricultural productivity compared to the NCB 

respondents. This is partly because the CB was relatively better in accessing markets for 

agricultural commodities, use of inputs and adoption of improved farming technologies. 

The major factors hindering smallholder farmers’ access to credit were reported to be 

lack of information, inadequate credit supply, high interest rates and defaulting.

Similarly, a study by Ahlen (2012), shows that VICOBA and SACCOS have positive

impacts on smallholder farmers’ socio-economic situation. The results show that it helps 

to meet consumption needs, pay school fees, run small businesses, increase and 

diversify the income and the majority also believes that it can be a useful tool for poverty 

reduction. However, it doesn’t lead to poverty reduction automatically, it depends on how 

the loans are used and this study identifies several obstacles for SACCOS and VICOBA 

to be more effective and contribute more to poverty reduction. The main obstacles found 

are low repayment status, lack of capital and lack of education in both entrepreneurship 

and how these VICOBA operate. Anyelwisye (2007) conducted a study in Dodoma Rural 

and Kongwa districts both from Dodoma region and the number of respondents was 160. 

This study aimed at examining the impact of VICOBA Loans in improving income to 

smallholder farmers. The paper focused on VICOBA beneficiaries to know whether the 

credit provided have helped them to improve their income and the extent to which that 
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has been done. The findings revealed that the micro credits have impacted the activities 

and lives of beneficiaries in several positive ways as follows; owning valuable assets, 

household expenditure on basic needs, incomes from farm and off-farm activities, and 

house ownership, toilets and utilities. 

2.3.9 Challenges Encountered by Smallholder Farmers during Borrowing Process

According to Fatchamps (1997), small entrepreneurs cannot invest in new equipment 

and machinery, and it becomes difficult to reach out to new markets and products. He 

further contends that without financial assistance, they cannot cope with temporary cash 

flow problems, and are thus slowed down in their desire to innovate and expand. The 

general perception is that access to external finance is critical for poor entrepreneurs, 

who may never have funds proportional to their ambitions. They also lack collateral, 

good reference, ability to repay the loan and insufficient income.

It has been widely accepted that without financial assistance, smallholder farmers cannot 

cope with temporary cash flow problems, and are thus slowed down in their desire to 

innovate and expand. The general perception is that access to external finance is critical 

for poor entrepreneurs, who may never have funds proportional to their ambitions. They 

also lack collateral, good reference, ability to repay the loan and insufficient income

(Malamsha and Kimaro, 2014). Moreover, Denanyoh et al., (2013) examined challenges 

faced by rural entrepreneurs in sourcing micro finance in Ghana. A total of 120 

respondents were interviewed out of which 80 and 40 entrepreneurs from Kumasi and 

Sunyani respectively using convenience sampling. The results confirmed that rural

entrepreneurs in Kumasi and Sunyani markets are faced with the challenges in 

accessing loans from microfinance institutions. 

Girabi and Mwakaje (2013) investigated the impact of microfinance on agricultural 

productivity by smallholder farmers in Tanzania a case study of Iramba District. Findings 

revealed that the major factors hindering smallholder farmers’ access to credit were 

reported to be lack of information, inadequate credit supply, high interest rates and 

defaulting. Generally, most cited smallholder farmers challenges of accessing micro 

loans are; long procedures involved in application and long processing, delay in loan 

disbursement, requirement that a member must have accumulated savings too many 

requirements, lack of security/ collateral, requirement that one must be a member of a 

group first, and high cost of acquiring loan, duration of loan, small amounts of loans 

(Gedion et al., 2015). Also, Kato and Kratzer (2013) found similar results.

In addition, Rweyemamu et al. (2003), evaluated the performance and constrains facing

semi-formal financial institutions in providing micro-credit in Mbeya and Mwanza regions. 

The primary data were collected through a formal survey of 222 farmers participating in 
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the Agriculture Development Programme in Mbozi and the Mwanza Women Development 

Association in Ukerewe. They found that interest rate is a significant barrier to the 

borrowing. Also the borrowers cited other problems like lengthy credit procurement 

procedures and the amount disbursed being in adequate. On the side of institutions, 

Mbeya and Mwanza credit programme experienced repayment rates, especially in the 

early years of operation, with farmers citing poor crop yields, low producer prices and 

untimely acquisition of loans as reasons for non-repayment. 

2.4 Sustainable Livelihoods Framework 

This theory state the relationship between smallholder farmer’s income and access to 

financial services, the theory of Sustainable Livelihoods Framework explained by many 

authors (Ashley and Carney, 1999; DfID, 2001). Building on the preceding theoretical 

context, the use of the sustainable livelihoods framework (SLF), as applied by a number 

of research and development organizations, helps in addressing some of the weaknesses 

inherent in the agricultural credit paradigm. The framework relates the causes of low 

income to households’ access to resources and their diverse livelihoods strategies. The 

framework evolved over years as perceptions on income poverty reduction, how poor 

people live, and inclusion of structural and institutional issues were changing (Ashley and 

Carney, 1999:1-7). This theory is relevant to the study on impacts of smallholder farmers 

in improving income which conducted at Kiteto district.

Today, the concept of household livelihoods has become popular in the development 

literature (Bee, 2007). Livelihood activities may vary from one area to another and even 

among households in the same location. Under the SLF, the analysis of poverty and its 

reduction strategies goes deeper into the understanding of the nature of households’ 

activities and sources of vulnerability they face (Haule, 2015). The uniqueness of the 

sustainable livelihoods framework is that it negates the traditional perception of poverty 

that is based on income considerations. Following the sustainable livelihoods approach, it 

is clear that poor people do not only lack income alone but face inadequate food, poor 

shelter, and lack access to education and health (Bee, 2007). In this context, they are 

vulnerable to ill-health, economic displacement, and natural disasters (Ashley and 

Carney, 1999:47; Meyer, 2001:2). However, income is the most fundamental measure of 

poverty alleviation among the poor smallholder farmers (Anyelwisye, 2007; Haule, 2015).

The choice of households’ income strategies are, therefore, influenced by the 

households’ level of assets; their access to resources (natural resources, physical capital, 

financial capital, human capital, and social capital); and the structures and processes 

within which they operate (Bee, 2007). According to SLF, poor households’ access to 

financial services – such as savings facilities, credit and insurance, build up their 

productive assets and hence improve productivity (Anyelwisye, 2007; Ngalemwa, 2013). 



24

This new line of argumentation on poverty reduction considers financial capital as playing 

multiple roles in development. The premises behind this thinking are that development of 

the financial market is an important element in any country’s economic growth (Bee, 

2007). Access to financial services unleashes the economic potential to a greater 

proportion of the population who are in most cases bankable but underserved (SEDIT, 

2010; Ahlen 2012; Ngalema 2013). 

In addition, formation of new enterprises and modernization of the existing ones is also 

facilitated through a functioning financial market (Bee, 2007). In this context households 

increase their opportunities for achieving sustainable livelihoods, and reduction in their 

vulnerability status (Anyelwisye, 2007; Kimaro and Abwe, 2016). The access to financial 

services increases the levels of incomes, expands households’ assets base and improves 

food security (Bee, 2007; Girabi and Mwakaje, 2013; Ngalemwa, 2013; Haule, 2015). 

According to Meyer (2001:3-4) access to financial services can bring impact on food 

security in three ways. First, through an improved income generating method as loans 

provides relief in the short run. Secondly, a household’s access to finance reduces the 

costs of self-insurance and hence induces changes in the household’s asset base and 

level of liabilities. Consequently, “precautionary savings” in the form of non-productive 

assets, which are held to cushion adverse shocks such as illness, and bad weather, is 

made available for productive investments. Thirdly, credit enhances consumption. 

According to Meyer (2001:4): formal credit, savings and insurance services may help 

households’ smooth consumption so they use fewer traditional methods, which are often 

inefficient and bind households into unproductive social relationships that discourage 

savings and wealth accumulation.

2.4.1 Policies and Regulatory Framework

Rural Financial Markets (RFMs) is a new perspective that evolved out of the narrowly 

focused agricultural credit (Bee, 2007; Ngalemwa, 2013). Most governments in the 

developing countries have over years attempted to influence the functioning of the 

financial markets through policies and regulatory framework. There are justifications for 

such interventions, but these are associated with advantages and disadvantages. 

However, what is important is how the public policies affect or influence the behaviour, 

attitude and welfare of the rural population that can be observed in the way they respond 

to changes in policies (Haule, 2015). The changes in poverty at household level is 

influenced by a set of factors, both policy and non-policy determinants (Bee, 2007). 

However, there are controversies on the degree of influence of these factors on changes 

in the levels of poverty (Rutasitara, 2002:11). There are two set of policies, which can 

have effect on the household’s welfare. These are macro-economic policies and sectoral 

policies. 
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According to Rutasitara (2002:11-14) the macro-economic policies include financial 

sector policy, fiscal and monetary, trade, labour and income policies. Sectoral policies are 

more focused on specific sectors such as agriculture, industry, tourism, finance, 

education and health. Sectoral policies are established in order to attain the desired 

outcomes of macro policies. Figure 2.1 show in details the possible links between macro-

economic policy and household income. According to the figure, macro-economic policies 

influences market related institutions, as well as social and economic infrastructure and 

these in turn influence the household’s welfare levels through a variety of market based 

incentives such as: incomes, access to finance, economic and social services. Although, 

these effects are well understood, there are no standard empirical models that have been 

established to unravel all interactions and effects at national and sectoral levels. 

However, the relationships elaborated in figure 2.1 above, help in understanding how 

households and rural firms respond to policy changes in terms of complying, reallocation 

of resources, and the degree of vulnerability. Assessing the behaviour of rural households 

and firms over period can assist in understanding the way they behave in relation to 

policy changes.
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Figure 2.3: Links between Macroeconomic Policy and Household Income

                                    Source: Rutasitara (2002)

Thus, an attempt is made to review various reforms programmes and how these influence 

rural household’s incomes. In most developing countries, governments have attempted to 

develop their economies in order to reduce poverty among their people by, among other 

things, regulating the financial sector, administering subsidized and targeted credit mostly 

through public financial institutions. According to many observers, such practices ignored 

domestic resource mobilization, informal financial systems, and neglected the viability of 
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interventions through policy and regulatory guidelines has been criticised by different 

experts (Hanning & Wisniwski, 1999; Yaron, 1997). In their view inappropriate policy and 

regulatory framework tend to repress financial system and hence impede financial 

intermediation. Certain government interventions such as setting interest rate ceilings, 

minimum reserve requirements, and excessive market entry restrictions are likely to 

constrain credit provisions and savings mobilizations in a financial market.

However, in most literature, some degree of regulation and a conducive policy 

environment is recommended (Anywelwisye, 2007; Haule, 2015) so as to create a 

financial system that operates following the principles of “best practices“. There are two 

types of prudential regulatory frameworks, namely: 

(i)Preventive regulations which provide for appropriate incentives to reduce moral 

hazards. In other words these types of regulations focus on protecting the country’s 

financial system by preventing failure of any financial institution, and

(ii)Protective regulations which serve to protect depositors in emergency cases when a 

financial institution gets into trouble. 

There are also non-prudential regulations which deal with the conduct of business, such 

as enabling the formation and protection of micro lending institutions, protecting 

consumers, preventing fraud and financial crimes, policies with respect to interest rates, 

taxes, and accounting systems. 

For the semi-formal financial institutions such as financial NGOs certain level of 

regulation is called for. According to Hanning & Wisniwski (1999) it is practicable to have 

certain minimum banking standards that befit the microfinance system without major 

effects on the larger country’s macro-economic variables. For instance the use of forced 

savings practised by some non-deposit taking NGOs, are some of the innovations under 

the best practices. Risk management is another issue for considerations. These could be 

mitigated through insurance schemes, and/or considering operations of lender of last 

resort facility for short term financial support for solvent and sound financial institutions 

suffering from a temporary liquidity shortages.

In the case of informal financial institutions, self-regulation seems to be working, 

especially in the co-operative system (Bee, 2007). However, experiences have shown 

that as these institutions grow, there are possibilities for them to fail to self-regulate their 

own operations especially when divergence of interests occurs between borrowers and 

depositors (Girabi and Mwakaje, 13). These may be reduced through member 

empowerment through training, encouraging such informal financial institutions to 

establish own network or create a peer monitoring system. A radical move is to transform 
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these into formal financial institutions so as to allow for growth through a formal regulatory 

framework. 

On the other hand, the development of an appropriate financial system regulatory 

framework calls for an integrated financial system analysis/approach that is 

holistic/comprehensive and full of trials and errors. It involves a painstaking process that 

is not only time consuming but costly. In this regard, researches and advisory services 

need to go hand in hand with rural peoples’ empowerment processes.

2.5 The Current Perspectives on Rural Finance

Financial market liberalization has not been very effective in improving the functioning of 

financial markets due to the fact that the constraints to market development are not 

simply policy-induced but have structural and institutional origins as well (Bee, 2007). As 

a result these weaknesses must be addressed in an integrated manner and not policy 

reforms alone. This means that the problem of how to reach out the majority of the poor 

rural households who constitute potential savers and borrowers is yet adequately 

addressed (Rweyemamu et al., 2003; Kyessi, 2010). The literature on the economic 

theory on financial markets is growing. Although, the dominant thinking was on market 

failure to provide financial services on a cost-effective way, there is emerging new line of 

thinking that goes beyond the simple paradigm of competitive equilibrium that suggests a 

new theoretical foundation for policy intervention in order to correct the market failures 

(Bee, 2007). The role of the government in financial markets has been questioned 

seriously in most studies. However, the need for interventions in the markets was justified 

by persistence market failures.

The current perceptive stands are on two pillars. One, liberalization of financial markets 

allows market forces to take their course. The second pillar is that propagated by the 

Ohio State University group (also shared by others such as Jackelene and Rhyne, 1991; 

Hoff and Stieglitz, 1990), government interventions should be limited to few cases where 

genuine market failures have been spotted. The idea is to correct the market 

imperfections observed so as to support it to perform well. Economies moving from 

centrally planned to market based demand an efficient financial sector, which calls for a 

lesser government role. Markets for productive factors such as land, labour, capital, and 

farm inputs (fertilizers, seeds, farm machinery, and infrastructure) must be functioning 

smoothly to support the development of the private sector. These need to be directed and 

managed somehow by the government, at least in the medium term. 
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Another emerging debate in rural financial services is the question of outreach. Outreach 

is a key factor in the process of market development and integration. Outreach can be 

defined in terms of wide, depth, and quality. According to Kimei (1987:18) financial 

widening involves the growth in the number of actors in the financial market: savers, 

borrowers/investors, and financial intermediaries. The financial lengthening is concerned 

with the growth in number of types of financial instruments (products) offered by financial 

institutions. Financial deepening is a growth of total financial assets offered by the sector 

relative to growth in national wealth. The presumption is that greater financial deepening 

increases aggregate income and accelerates economic growth.The growth of total assets 

from financial deepening help smallholder farmers in Kiteto to buy inputs such as Tractor, 

chemicals, fertilizers which used in order to increase agriculture production as well as 

increase income. In addition, the quality of outreach is important so as to act as an 

incentive. Quality of outreach is reflected in terms of loan administration costs, it falls in a 

financial deepening as a financial assets interms of money.

2.6 Conceptual Framework

A conceptual framework guides research, determines what data to be measured, and 

what statistical relationships will be looked for (Kombo and Tromp, 2006).

Figure 2.4: Conceptual Model of impact of VICOBA loans in improving Smallholder   
Farmers income

Smallholder farmers

Source: Own formulation based on Literature Review, 2017

From the literature review, There are independent variable such as capital as sources 

from VICOBA loans, input bought such as fertilizer, chemicals for improvement of 

agriculture, technology, and hired labour, The intermediate variable include education, 

age, occupation, and sex,  The dependent variable is income, It is clear that from the 

conceptual frame work verified that  in some cases smallholder farmers can improve their 

production as well as income by acquire micro loans from MFIs such as VICOBA. 
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The loan which acquired used to buy improved seeds, fertilizers, and  hire  labour, under 

assumptions that there good market condition, good agricultural policy, stable economic 

condition, constant consumer test and preferences, enough rainfall, favourable market 

input, hence lead to the improvements of smallholder farmer’s income.

The econometric model was used to measure the impact of VICOBA on smallholder 

farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4, X5, X6) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6 = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticides) 

X2 = Technology (tractor, ox-plough and hand hoe)

X3 = Hired labour 

X4 = Famer’s household size 

X5 = Land

X6  = Education level

u = error term

2.7 Rural Financing and Agriculture in Tanzania

Tanzania is among the developing countries categorized as the poorest country in the 

world with a GDP per capita of US $ 321 (URT, 2006:21). The country is made up of 

Tanganyika and Zanzibar - two sovereign states that united in 1964 to form the present 

United Republic of Tanzania. Historically, Tanganyika was ruled by the Germans from 

1891 to 1920, but after their defeat in World War I, Tanganyika was from 1920 to 1961 

put under the British protection by the United Nations. Administratively, Tanzania is 

divided into twenty six regions, of which twenty one are on the mainland and five in the 

Islands of Zanzibar. According to the national population census in 2002, Tanzania had a 

total population of 34,569,232 growing at an average rate of 2.9% per annum (URT, 

2003:2-3). Based on this growth rate, the country’s population is projected at 36,321,000 

people by the end of 2005.

Like in most other developing countries, the degree of rural households’ access to 

financial services in Tanzania is significantly low. According to a study commissioned by 

the Bank of Tanzania (1997:2-10) the unmet demand for rural financial services by formal 

financial institutions was significantly high, thus forcing rural households to rely on 

informal financial services by 82%. Of those operating bank accounts, they only saved 
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12% of their total savings. In addition, about 94% of the total households were willing to 

borrow if there were available resources and appropriate products and delivery 

methodologies. A follow up survey conducted in 2002 revealed that only between 6%-8% 

of the total rural credit demands were met by the existing formal financial institutions 

(IFAD, 2002:19; URT, 2002:15).

Agriculture forms the key sector in rural economy upon which rural households depend 

for their livelihoods. However, most studies reveal that with the liberalization of the 

financial sector, financing of this main sector declined precariously (Moshi, 2003; Bee, 

1997). According to Moshi (2003:15) liberalization of the financial sector and subsequent 

privatization, led to a significant decrease in commercial bank lending to agriculture from 

12% of the total domestic lending volume in 1996 to 6% in 1999. Furthermore, the share 

of commercial bank loans for agricultural marketing fell from 19.7% of the total in 1995 to 

0.8% in 1999. However, liberalization of the financial sector increased actors in the 

financial market and improved business efficiency through enhanced competition. The 

number of commercial banks, for instance increased from two in 1991 to 23 by 2004. 

Other types of financial institutions emerged, which include non-bank financial institutions, 

microfinance institutions, development banks, bureau de change, and capital markets 

with one stock exchange characterized by few brokers/dealers (BoT, 2006).

Governments, donors and policy analyst are all concerned with the state of poverty in the 

world. It is a wide consensus now that rural households’ access to financial services 

opens up productive opportunities, creates jobs, and builds up assets base. This is a new 

development paradigm that is built on market principles. Access to financial services 

unleashes economic potential to a greater proportion of the population, who are in most 

cases bankable but underserved. In this context, access to financial services enables 

rural households to improve their livelihoods. Rural households demand variety of 

financial products that include savings facilities, credit, insurance and provident funds, 

lease, means of payments and transfer services. Whereas availability of well-managed 

savings facilities enable households to build up funds for future investment, and/or 

consumption; access to credit augments own financial resources. Rural households are 

expected to obtain these various financial products through the Rural Financial Markets 

(RFMs). RFMs may be classified into two operationally different sub-sectors, but serve 

the same purpose namely formal and informal financial markets. 

According to Kashuliza, Hella, Magayane and Mvena (1998), Ngalema (2013) and 

Kitomari and Abwe (2016), informal financial services refer to all transactions, loans and 

deposits that take place outside the regulated monetary system or the formal financial 

system, while formal financial markets are establishments such as banks that are 

regulated and specialized in such transactions as accepting deposits and granting credit. 



32

In addition to these two sub-systems, there are few financial institutions that are partially 

regulated through registration or licensing, which, are in some literature referred to as 

semi-formal finance. In Tanzania such institutions include Savings and Credit Co-

operative Societies (SACCOS), Savings and Credit Associations (SACAs) and some 

Non-governmental Financial Organizations (Financial NGOs or FiNGOs) (Kashuliza, et. 

al. 1998; Kitomari and Abwe, 2016). Rural Financial Markets (RFMs) in the developing 

countries are generally underdeveloped (Bee, 1996:38; Jafferis, 1995: Kihongo, 2005; 

Okibo and Makanga, 2014; Haule, 2015). 

As a result, the majority of the rural people have inadequate access to formal financial 

services (Ngalemwa, 2013; Haule, 2015; Kitomari and Abwe, 2016). In Sub-Sahara Africa 

for example, the bank density ratio is between 100,000 and 420,000 inhabitants per bank 

branch, while in other developing economies of Latin America and Asia the situation is 

relatively better off in that there are 8,000 to 30,000 inhabitants per bank branch 

(Kashuliza, et. al., 1998:1). Various studies have attempted to explain the reasons for the 

underdevelopment of the RFMs in the developing countries (Kashuliza, et.al, 1998; 

Jafferis, 1995). However, Jafferis (1995:346-347) attributes this partly to the smallness of 

the developing countries’ economies, which make it difficult for a broad - based 

development of financial markets. 

Kashuliza (1994:34) points out three reasons for the underdevelopment of RFMs. First,

the developing countries’ economies are agriculture based and, therefore, much of the 

capital formation that takes place in the sector come mainly from land and labour rather 

than from capital obtained from financial intermediaries. Second, as also expounded by 

Jafferis (1995:346-347), the development of the financial markets were state-dominated, 

forced to provide agricultural credit mainly for farm inputs and implement, and provide 

support to the development of rural infrastructure at subsidised interest rates. Third, the 

smallness of markets in LDCs inhibits opportunities for profitable investment by financial 

institutions in the rural sector.

In their attempts to correct the underdevelopment in the financial markets, most 

governments in the developing countries intervened substantially in the financial markets 

through the establishment of commercial banks, development banks, cooperatives, and 

specialized credit agencies. The justification for intervention is varied and ranges from the 

need for governments to influence and direct economic development to their desire to 

improve households’ welfare by managing allocation of financial resources. However, 

experiences show that state interventions went beyond managing the formal financial 

institutions. According to Moll (1989:6-7) government development policies also involved 

setting interest rates, determination of foreign exchange rates, allocation of credit to 

priority areas/sectors, and even at times managing credit recovery.
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2.7.1 Rural Financial Development and Economic Growth

Development analysts and practitioners have all along been interested in the contribution 

of finance to the development process (Bee, 2007). Among the early contributors to this 

debate is Lewis (1955) who came up with an idea of a two-way relationship between 

financial development and economic growth. According to Kirkpatrick and Green 

(2002:207) this theory postulates that financial markets develop as a result of economic 

growth, which in turn stimulates the growth of real economy. This thinking attracted many 

researches and analysis in order to (i) test empirically the causal relationship between 

finance and development, and (ii) understand the functions of the financial system in the 

development process (Levine, Loayza, & Beck, 2000; World Bank, 2001). 

Traditionally, poverty was perceived as a problem of people earning low income, which 

lead them to consume too little to attain the minimum socially determined standard of 

living, and owning too few assets to protect themselves against future uncertainties

(Haule, 2015). Most empirical studies measured poverty levels in terms of income, 

consumption or expenditure levels (Bee, 2007). Following this line of argument, most 

poverty reduction strategies focused on employment creation, skills development, and 

redistribution of assets from rich to poor (Meyer, 2001:1-2). Consequently, government 

sponsored poverty reduction programmes included packages that involved the widely 

discredited targeted credit, and technological packages. However, poverty is a complex 

and multidimensional phenomenon, which requires a holistic analytical approach (Bee, 

2007). 

Poverty is about material deprivation reflected through low food consumption, and poor 

housing condition; low human development resulting from inadequate education, poor 

health and nutritional status; lack of voice and ability to influence decisions; and acute 

state of vulnerability to adverse shocks such as illness, economic crimes, and natural 

disasters. Since majority of population in developing countries live in rural areas and 

depend mainly on agriculture, poverty reduction in these countries depends on 

agricultural revolution (URT, 2010). Consequently, the literature on supply-led approach 

to agricultural credit dominated development debates during the Green Revolution era of 

the 1960s through 1970s (Meyer and Nagarajan, 2000). 

During this period the emphasis was on agricultural credit rather than rural finance. 

Agricultural credit was envisaged to lead to an increased production and raise income, 

allowing for improved consumption and savings, hence facilitating more investment (URT, 

2010). It is, however, important to note that access to financial services cannot on its own 

be a panacea to all poor peoples’ problems. It is because of this fact that the debate on 

rural finance has now shifted towards markets paradigm, where the cause of low income 
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is attributed to failure of markets. Stiglitz (1994), for instance contends that the imperfect 

financial markets in developing countries inhibit poor peoples’ access to financial services

2.8 Research Gap

The findings reviewed from difference Literature review; the research gap can be 

suggested that VICOBA Loans has no significant effect on improving smallholder farmer’s

income. Most of the reasons are loans secured from VICOBA are small amount 

compared to the cost of farming in Kiteto District which including high cost of hiring land 

per acre is about 100000TZS to 200000TZS, chemical, fertilizers. Also the period of 

repayment of loans are short which ranges three months to six, The good Production 

depends on fertility soil and enough rainfall.

However, VICOBA Loans in Kiteto District help smallholder farmers to fulfil their

expenditure including use loan on buying of food, pay school fees and buy assets.

2.9 Summary

Chapter two summarises the theoretical analysis which related to the same Research,  

This chapter explain the importance’s and efficiency performance of microfinance 

institutions in micro-credit provision to smallholder farmers and how helps in improving 

their income Recently, due to rapid growth of financial markets and financial innovations, 

it has become more important to measure the efficiency of microfinance institutions. the

contributions of VICOBA to the smallholder farmers  expected to facilitate the economic 

development of the country. The chapter reviews past studies on a contribution of 

VICOBA to the reduction of poverty through its impact on income and also on asset level, 

the challenges clients encountered during borrowing process, these include high interest 

rate, lack of collateral and short period repayment of loan. Lastly, the theory was used to 

develop conceptual framework which guided a researcher toward assessing the impact of 

VICOBA loan to the income of smallholder farmers in Kiteto.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Overview

This chapter explains the methodological procedures used to collect relevant data for the 

research problem articulated in chapter one. Moreover, it focuses on the research design, 

the geographical study area, the target population, sample and the sampling techniques. 

It also includes description of the methods which was used to collect data, and the 

procedure for data analysis.

3.2 The study area and its characteristics

Kiteto District is located to the South East of Manyara region at 04°55′00″S 37°00′00″ E

5.867°S 36.849°E. Kiteto District is one of the six districts of the Manyara region of 

Tanzania. Kiteto District is bordered to the north by Simanjiro district, to the east by 

Tanga region, to the south by Kongwa and Chamwino districts, and to the west by 

Chamwino and Chemba districts. Its administrative seat is the town of Kibaya. According 

to the 2002 Tanzania National Census, the population of the Kiteto District was 152,757

(NBS, 2002). It nearly doubled in 2012 when Tanzania National Census recorded a 

population of 244, 669 (NBS, 2012). 

The district’s main economic activities are agriculture and livestock keeping. The District

is growing very fast in terms of highly agriculture activities engaged by the people and a

lot of micro financial institutions to serve the rapid growing population. The District is 

purposively selected for this study because smallholder farmers have been served by 

VICOBA since 2008 although there smallholder farmer’s wellbeing is still in jeopardy 

(Ahlen, 2012). Moreover, Kiteto is one of the few districts in Tanzania where VICOBA is 

performing well (SEDIT, 2011).

Figure 3.1: Map of Manyara Region (Kiteto District)
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3.3 Selection of wards 

Administratively, Kiteto is made up of 23 wards (National Electoral Commission (NEC) of 

Tanzania, 2015). For this study, five wards which have been served by VICOBA since its 

adoption was surveyed. These wards are; Dosidosi, Matui, Engusero, Ndiringishi and 

Loolera.

3.4 Research Design 

The study adopted a cross-sectional survey design, because data were collected from 

different smallholder farmers; analysis and interpretation were conducted in a single point 

in time. Cross-sectional design allows the researcher to get data from multiple cases at 

the given point in time so as to analyse relationship across number of variables of interest 

(Mann, 2003). In this study, the relationship of different variables were analysed to verify

their influence on improvement smallholder farmers’ income. Also, this design has the 

ability to deal with both qualitative and quantitative data collected simultaneously in a 

single phase (Blanche, et al., 2006; Terrell, 2011).The data collected through survey 

design can also be used to generalize the findings from sample of responses to the 

population (Creswell, 2003).

3.5 Research Approach

The study employed a mixed method approach where by both quantitative and qualitative 

methods were applied in an approach where by quantitative method dominated the study 

and qualitative methods were used to help explaining quantitative findings (Steckler et al., 

1992; Clark and Creswell, 2001; Creswell, 2014). The reason for using this approach is to 

describe systematically and accurately the situation in the area of the study about the 

impact of VICOBA on smallholder farmers’ income. 

3.6 Types of Data and Data Collection Tools

Both primary and secondary data were collected. Quantitative Primary data were

collected from smallholder farmers using a structured questionnaire which was

administered by the interviewer. Moreover, qualitative primary data were collected from 

Key Informants (KIs) using interview guide and from households using checklist through 

focus group discussion (FGD). On the other hand, the secondary data were collected by 

reviewing different documents on VICOBA’s in connection to income poverty reduction of 

smallholder farmers.

3.7 Data Collection Tools

3.7.1 Questionnaire

Interviewer administered questionnaire were employed to the sampled smallholder 

farmers. Outline of information to be gathered through a questionnaire which helped in 

the analysis of the impact of VICOBA on small farmers income are such that; use of 
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improved inputs, use fertilizers, hiring of excess labour, adoption of mechanisation, 

microcredit acquisition, household size, household assets, education level and age, This 

method employed the use of one research assistant in order to quickly facilitate data 

collection process from households. A researcher was chosen an assistant who is familiar 

with VICOBA operations not only to simplify the training process but also to insure 

accurate data collection.

3.7.2 Questionnaire Pre-testing

The questionnaire was pre-tested by the author to five (5) respondents to assess its 

usefulness to measure the study objectives. Questionnaire pre-testing allows the 

researcher to assess the average interview time, relevance of questions to be asked and 

how easy the questions can be understood by the respondents (Kothari, 2004). 

3.7.3 Focus Group Discussions (FGDs) 

FGDs was guided by a checklist and each group comprised of 12 discussion members 

including both men and women smallholder farmers. FGD used to gather information 

which might be less easily accessible during KIIs and questionnaire survey. Participants 

were asked for their consent to use voice recorder in order to capture all information. In 

cases the consent is not granted, only notes were taken as the discussion proceeds. FGD 

was conducted until saturation of information was reached. 

3.7.4 Document Review

Literature were accessed from archives, books, other sources of materials such as 

websites, published works such as dissertations/thesis, government publications, articles 

from different journals and research papers. The literature helped the researcher to come 

up with a strong research concept and also to fill knowledge gaps.

3.8 Sampling Techniques

3.8.1 Target population and sampling frame

Target population in this study is all smallholder farmers who are members of VICOBA in 

Kiteto District. A sampling frame of this study comprises of all smallholder farmers who 

have been benefiting from VICOBA micro-credits for at least a year. Therefore a sample 

size was drawn from this frame. Within the population of 1624 smallholder farmers, 100

sample size of smallholder farmers drawn.

3.8.2 Unit of analysis 

A unit analysis is defined as the addressed key factors a researcher sets out to 

investigate and comes back in the end of the study with evaluated knowledge about it 

(Kyessi, 2010). This study treated smallholder farmers as a unity of analysis. Other 

community change agents dealing with VICOBA were treated as key informants. 
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3.8.3 Sample Size 

According to VICOBA registers, Kiteto District has a total number of 2209 VICOBA 

members that are benefited with the micro loan services (SEDIT, 2011). Among them 

smallholder farmers are around 1624 (Kiteto District Report, 2016). The sample size of 

smallholder farmers to be surveyed was obtained by using the formula: n= N/ (1+Ne2). 

Where n = Sample size, N=Total number of smallholder farmers with certain 

characteristics, e= precision factor coefficient (5%), n = (1624) / 1+ (1624) (0.052) = 248. 

Therefore the total sample size for smallholder farmers required to be studied was 248. 

However, due to resource constraint only 100 smallholder farmers were surveyed. This 

sample size is considered partly for statistical reasons and partly for logistical 

considerations (Kothari, 2004). Statistically, the sample size is large enough to study and 

make generalisations about the population. Logistically, this sample size is considered 

proportionate of the population under study (Creswell, 2014).Moreover; participatory 

methods were used to involve more people in FGDs, whereby few key informants among 

100 interviewed

3.8.4 Sampling 

Both probability and non-probability sampling were used in selecting a sample. A multi-

stage sampling was appropriate procedure to be adopted considering the nature of the 

study. The multi-stage procedure was a three - stage, purposive and randomized 

sampling approach. The three stages involved selection of: firstly, a District and wards to 

be studied; secondly, beneficial smallholder farmers and thirdly, smallholder farmers to be 

surveyed.

In the first stage, the Kiteto District and the wards have been purposively selected for 

their concentrated VICOBA activities while the District face frequent famine disasters. In 

the second stage, purposive sampling as a non-probability sampling method was used to 

select microcredit beneficiaries’ i.e. smallholder farmers who have benefited from 

VICOBA services in a period not less than a year. Then a comprehensive list of 

beneficiaries was developed. Thereafter, a third stage was to employ a simple random 

sampling to select a smallholder farmer that was included in a sample.   

3.8.5 Selection of Key Informants (KIs)

KIs are defined as opinion leaders or informed opinion holders (Powell, 1999). Thus, 

purposive sampling was employed to select the following KIs: - District officials, ward 

officials, MFIs (especially VICOBA leaders and trainers) workers and village leaders as 

put forward by Onwuegbuzie and Leech (2007) that in purposive and convenience 

sampling, researcher chooses  individuals that are conveniently available, knowledgeable 

on a topic under scrutiny and willing to participate in the study.
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3.9 Data Analysis 

3.9.1 Qualitative Analysis 

Thematic analysis was used to analyze interview transcripts, relevant document and 

observation notes in order to identify patterns of recurring themes and sub-themes in line 

with the research questions. According to Lacey et al. (2001), thematic analysis is the 

most common form of analysis in qualitative research as it emphasizes pinpointing, 

examining, and recording patterns (or "themes") within data. Themes are patterns across 

data sets that are important to the description of a phenomenon and are associated to a 

specific research question. Procedures for analyzing qualitative data was informed by the 

works of Lacey et al. (2001) and Creswell et al. (2004) as follows: (i) Audio-recorded 

interviews were transcribed exactly to generate interview transcripts (ii) Then transcripts

were read several times in order to get a sense of the entire data set and interesting 

phrases and concepts were noted (iii) Codes were assigned to specific meanings or 

themes in the textual data (iv) As new perspectives emerge, close related codes were

sorted and merged into themes (v) Based on the research questions, findings were

discussed using actual quotes in relation to the theoretical and empirical literature as well 

as conceptual framework. SPSS software were used for analysis.

3.9.2 Quantitative Analysis 

Data to be collected through structured household questionnaires were summarized and 

coded. After coding, data is entered into SPSS software for analysis. Statistical package 

for social sciences (SPSS) computer programme version 17.0 and Microsoft excel 2007 

was employed in data analysis. A descriptive statistical analysis was used in exploring the 

data for distribution of responses, cross tabulation analysis and central tendencies. 

Specifically, the multi regression model was used in the analysis of the quantitative data 

in which, t-test analysis was used to test the model goodness of fit. According to Hair et 

al. (2006), the most widely used level of significance is 0.05 (or 5%). Therefore, Least 

Square Estimate (LSE) at 5% level of significance was referred while making decisions of 

testing all variables of this study.

Econometric Model Specification

(a) Regression model

The econometric model was used to measure the impact of VICOBA on smallholder 

farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4, X5, X6) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 
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b1- b6 = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticides) 

X2 = Technology (tractor, ox-plough and handhoe)

X3 = Hired labour 

X4 = Famer’s household size 

X5 = Land

X6  = Education level

u = error term,

This link to the conceptual model in Page 25 by categories Dependent variables includes

inputs (fertilizers, seeds, technology, hired labour, and independent variable which is 

output (production).

3.10 Ethical Consideration 

In fulfilling ethical requirements, researcher acquired research clearances from relevant 

authorities as well as informed consent from respondents. To ensure confidentiality, 

codes or pseudonyms were used instead of the authentic names of the respondents.  Key 

informants were asked for their consent for the use of voice recorder during interviews.

3.11 Concerns for Validity and Reliability

3.11.1 Validity

Validity refers to the accuracy of measurement (Sullivan, 2011). According to Cohen et 

al., (2000), Validity of instrument is a process of establishing documentary evidence 

which provides high degree of accuracy. Thus, validity is concerned with whether our 

research is believable and true and whether it is evaluating what it is supposed or 

purports to evaluate (Zohrabi, 2013). In this study validity was achieved by pre-testing 

instruments of data collection and training research assistants until they are well 

equipped and until language, wording and tools are able to capture validity of data to be 

collected. Moreover validity was attained by applying probability sampling in selecting 

respondents for the study and sharing ideas with other researchers and research 

supervisors; this strengthened the research findings and interpretations.

3.11.2 Reliability 

Reliability deals with consistency, dependability and explicability of the results obtained 

from a piece of research (Nunan, 1999). In this study, this was achieved by the use of 

mixed data collection methods that can complement one another. This helped to minimize 

the weaknesses of any single approach and increase the reliability of data collection.  

Reliability was also attained by testing the same data using different research instruments 

including crosstabs and frequencies to see if data produces the same results.
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3.12 Overall limitation of the Study

This research was be affected by different limitations such as;

i. Data availability problems; the researcher anticipates difficulties in accessing the 

targeted respondents especially during this time of the year as they were busy with 

farming activities and some of them tend to move to the farms which are located far 

away from the study area. 

ii. Language problems; the researcher expect to face the problems in interviewing the 

respondents and getting questionnaires filled. Some famers do not speak good 

Swahili let alone English. So the researcher must hire a translator who knows local 

language.

iii. Insufficient fund; the researcher also faced problems in getting sufficient fund to 

undertake broader investigation. Fund for undertake a survey in different cases on 

the same research problem was not enough.

iv. Inadequate time limit; the researcher also encountered the problem of the shortage 

of time during the process of conducting this study. The shortage of time limited the 

sample size and time for observation.

3.13 Summary

Chapter three is about research methodology, it consists of research design where the 

researcher used cross sectional survey design, research approached using both 

quantitative and qualitative methods. Also the researcher provided the description of the 

study area in which the research was conducted, Tools of data collection methods which 

the researcher used in her research included interviews (FGD), questionnaires and 

document review so as to collect various types of data which were both primary and 

secondary data, sampling techniques are jotted down such as non probabilistic purposive 

sampling and simple random sampling to select respondents. The sample size selection 

is also explained which the researcher selected among smallholder farmers who are 

beneficiaries of micro credit given by VICOBA in Kiteto District.

Moreover, the researcher ensures the reliability of data collected from smallholder

farmers who are beneficiaries of micro credit given by VICOBA in Kiteto District, also the 

researcher ensures the validity of data to be collected through interviews, questionnaire 

and by reviewing all research documents of the interest, and lastly the researcher outlines 

how data is going to be managed and analyzed. Moreover, the researcher analyzed the 

overall limitations of the whole study or research.
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                                                      CHAPTER FOUR 

RESULTS AND DISCUSSION

4.1 Overview

Chapter four presents research findings regarding the impacts of village community 

banks (VICOBA) loans in improving of smallholder’s household income in Kiteto District in 

Tanzania. The chapter is divided into five sections. The first section gives the general 

characteristics of respondents. Such as age, gender, education level, occupation and 

household size. Section two presents community’s attitude about VICOBA loan services 

for rising smallholder farmers income in Kiteto district. Section three presents the extent 

that VICOBA has contributed to the access of micro loans among smallholder farmers. 

Section four presents the contribution of VICOBA in rising smallholders’ income among 

VICOBA members. Section five contains Explore the challenges facing smallholder 

farmers during borrowing from VICOBA.

The study involved a total of 100 respondents where by all of them were smallholder 

farmers. The questionnaires were distributed randomly to 100 respondents namely; 

smallholders who had accessed micro-credit from a VICOBA for at least a year. The key 

informants were interviewed using an interview guide and the type of information from the 

interviewees was on the general procedures of loan provisions, capacity of VICOBAs to 

give loan, time taken from application of loan until a smallholder gets a loan and the 

requirements for eligibility to be given a loan. The main objective of the study was to 

analyse the impacts of VICOBA loans in rising income among smallholders’ households 

in Kiteto District, Manyara region, Tanzania.

A total of 100 questionnaires were distributed during the data collection process and all 

100 questionnaires were returned with 100% response rate. Each questionnaire was 

inspected for the purpose of detecting errors as well as cleaning before being coded and 

entered in the SPSS software for analysis. The process of inspection was done in two 

ways; during the data collection in the field as well as during the process of coding the 

data. In the field, the data were inspected in order to detect the most obtrusive omissions 

and inaccuracies. All 100 questionnaires were being properly filled and contained 

complete answers and they were all usable. This amount of questionnaires was 

considered excellent for the subsequent analysis as Onwuegbuzie and Leech (2007) and 

Creswell (2014) postulated that questionnaires should provide proper quality of research 

information.

4.2 Social and Characteristics Features of Smallholders Farmers 

In any research which deals with individuals, knowing the characteristics of respondents 

is very important and is significant for the researcher to know the kind of people he/she is 

dealing up with. Apart from knowing the number of samples from different smallholder 
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farmers, in this study a set of personal characteristics namely; The smallholders’ sex, 

age, marital status, education level, experience in farming, Occupation or Income 

Generating Activity (IGA), loan size, occupation, household size and number of 

dependants were examined due to their importance when evaluating how VICOBA loan 

has improved smallholders’ household income.

4.2.1 Distribution of Respondents’ Sex

Many microfinance institutions particularly those that serve the poorer clients in the 

villages purport to have a social mission. Their purported goal is to help in the fight 

against poverty by empowering households to raise their incomes and improve their 

standards of living. The general nature and the extent of poverty in society has been 

described as engendered, and some researchers and policy makers describe poverty has 

having a “woman’s face” (Kiiru, 2007). This is because empirical studies have shown that 

many more women than men tend to be more economically disadvantaged (McFerson, 

2010; Sigalla and Carney, 2012; Ledgerwood et al., 2013; Ugiagbe, 2014). In their 

mission to reduce household poverty and also as confirmed by this study, micro credit 

institutions target more women than men (Harns, 2007). Some microfinance institutions 

have decided to exclusively lend to women (Kiiru, 2007) such as Kenya Women Finance 

Trust (KWFT). Seventy percent of the world’s poor are women (Handley, Higginsm, 

Sharma, Bird and Cammack, 2009). Women form the largest percent of members in 

microfinance as identified by Harns (2007). Yet traditionally women have been 

disadvantaged in access to credit and other financial services.

Figure 4.1: Distribution of Respondents Sex
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Table 4.1: Sex distribution of Respondent who Access micro loan

Total number of respondents Male Female

    100 27(27%) 73(73%)

Not only is lending to women believed to have an overall greater impact on household 

welfare in terms of nutrition and education, but also women have been found to be better 

payers (Godquin 2004; Aghion et al., 2007; Malamsha and Emanuel, 2014). Lending to

women is therefore believed to contribute not only to alleviating household poverty and 

improving human capital formation, but it is also efficient in terms of sustaining 

microfinance institutions by ensuring good repayment rates (Yunus and Weber, 2007; 

Ledgerwood et al., 2013; Malamsha and Emanuel, 2014). Consequently, in this study 73 

% (n=73) of the randomly sampled smallholder borrowers were females while 27% (n=27) 

were males. In some microfinance institutions like the Grameen Bank which is the biggest 

microfinance institution in the developing countries in terms of outreach, 96% of their 

clients are women (Yunus and Weber, 2007; Kiiru, 2007). The difference in the clients’ 

gender proportions between the Grameen Bank and this study sample could be explained 

by the socioeconomic and cultural context that determine group formations and access to 

loans.

4.2.2 Distribution of Respondents Age

The age structure of the population in a country provides a picture of the level of age 

dependency in the economy and also serves as a determinant for measuring economic 

activity of the population. It also gives an indication of the level of awareness and 

responsibility within the populace. Older people have level of maturity in that sense age 

becomes more important to examine the response. The ages of the respondents 

interviewed reflect a high rate of the population who are economically active. Total of 100 

smallholders were surveyed using a questionnaire. All surveyed smallholders have been 

accessing loan for more than a year period of time. The smallholders were divided into 

four age groups where by 24% (n=24) were between 25-34 years, 30% (n=30) were 

between 35-44 years and 34% (n=34) were between 45-54 and 12% (n=12) were above 

54 years respectively. The minimum age was 25 and the maximum age was 62 years. 

The mean age was 40 years. This implies that the majority of clients involved were still 

economically active. Therefore, the findings of this study affirmed that majority of 

smallholders fall mainly into the economically active age group of 26-54 years. Outside 

this spectrum were a few (12%) above 55 years old.
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Table 4.2: Respondents’ age distribution

Age in years Frequency Percentage (%)

25-34 24 24.0

35-44 30 30.0

45-54 34 34.0

55+ 12 12.0

Total 100 100.0

The findings of this study are in line with the study done by Haule (2015) who found that 

most of the respondents were aged between 26-33 which is productive age to number of 

economic activities including rice production. Moreover, Ablorh (2011) who found out that 

most of the women entrepreneurs in Accra Ghana were in their active age (ages of 36-

45) and had potential for growth and development for empowerment. That is, the 

dynamic, enterprising, risk taking and working class age. They have the potential to grow 

their savings and investment and consequently support themselves, the company and the 

economy at large. Also the findings of this study corroborate with the findings of Kagine 

(2013) in her study on microfinance institutions and women economic empowerment in 

Mbeya city, found out that majority of women entrepreneurs were aged between 36-45. 

Moreover, the results from a study conducted by Adu-Gyamfi and Ampofo (2014) indicate 

that the older people with 50 years and above benefited much due to the reason that they 

have collateral and also they are settled compared to youth group.  

4.2.3 Education Levels of Respondents

According to Adu-Gyamfi and Ampofo (2014), Kanoni (2015) and Bwamwojo (2013), 

education is one of the most important features that might have an effect on the person’s 

mind-set and the way of looking and understanding any socio-economic phenomena. In a 

way, the response of an individual is likely to be determined by his educational status and 

therefore it becomes imperative to know the educational background of the respondents. 

Education level of respondents was considered in this study so as to determine whether 

smallholder’s level of agricultural and business understanding has an influence to their 

engagement in their income generating activities. 

This study however, as for education, the majority about 42.00% (n=42) and 32.00% 

(n=32) of smallholders’ had primary and ordinary level secondary school education (i.e. 

form four) respectively. This implies that most of the smallholder farmers have no enough 

knowledge for farm management skills. As majority possess standard seven educations, 

translations of policies and regulation as well as agricultural innovation to new competitive 

products in the market are very minimal. However, in case of form four education, this 

level is probably sufficient to successfully run and operate a farm land and or a business 



enterprise. Moreover, around 08.00% (n=08) of surveyed smallholders possess advanced 

level secondary school education in different combinations of subjects. 

Consequently, 12.00% (n=12) have college education whereby five smallh

diploma and seven were certificate holders. All of these are employees of government 

and private organisations. Accordingly, six percent (n=06) possess university education 

whereby two respondents have masters degree and the remaining four p

degree in education. Education level is a very important variables in studying the decision 

making process of smallholder farmers and ability to take and assimilate risk. Many 

studies found that education level help in making rational decis

agricultural practices.

Table 4.3: Cross table on
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very important for their ability to utilize efficiently the advice and information offered by the 

extension officers and other development agents. These results were also found by Mdoe 

and Macha (2002), Haule (2015), Mazengo (2011), and Daniel (2007).

4.2.4 Marital Status of Respondents

Marital status reflects a person’s level of commitment, responsibility and mobility among 

other factors. Knowledge about the marital status of smallholders’ farmers was necessary 

to ascertain their level of commitment and responsibilities to themselves, their families 

and to society as a whole. In general, people who are married have high financial and 

social responsibilities to meet.

Among the smallholder farmers, 84.00% (n=84) were married while 16.00% (n=16) were 

not married and among unmarried 37% (n=37) were single moms and dads. This means 

that both married and un-married smallholder farmers were engaged in agriculture and 

micro and small enterprises due to the fact that smallholder farmers are now empowered 

for self reliance. These findings are in line with the study by Ablorh (2011) who affirmed 

that married smallholder farmers in small and medium enterprises (SME’s) take the 

greater share of the study, have responsibility towards taking care of their various homes 

and hence this category needs financial liberation. Moreover, Some MFIs operators 

believe lending to unmarried smallholder farmers could be risky. The event of marriage 

could lead to change of locality or profession, and a possibility of default”. Therefore, 

VICOBA have the role to play in influencing the increase of household income of 

smallholder farmers in Kiteto District by targeting their loans to especially women. 

Table 4.4: Marital status of respondents

Marital status Frequency Percentage (%)

Married 84 84
Un-married 16 16
Total 100 100

The married dominated the respondent’s base in implying that, they (married) have 

various source of capital, own some asserts for collateral and their social network is much 

larger compared to unmarried ones. Also they have difficulties and many responsibilities 

to get involved in the asset development or enterprising through business than the single 

ones. They are more concerned about getting employed, through self-employment to 

support their husbands or wives in order to solve financial difficulties around their families. 

These findings are supported by findings from the household budget survey of 2007. The 

household budget survey of 2007 show that 59.7% of the adults aged fifteen years and 

above were married while 28.2% were single. In Tanzania by 2007, widowed were 6.2% 

while 5.8 were divorced. 
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Moreover, the observation made during field work found that, married couples were 

participating more in VICOBA compared to unmarried, simply because they had a lot to 

do that required money, such activities like paying school fees for their children and other 

home use. When asked on how she uses the money which she obtained from VICOBA, 

one respondent said that the money which she got from VICOBA was used to pay school 

fees for her children, buy agricultural inputs mainly seeds and home use like buying food. 

Consequently, what they produce do not suffice selling as members mainly produce for 

subsistence use only. 

4.2.5 Occupation of Respondents

The results in Table 4.5 shows that 100.0% of respondents were farmers of whom 27% 

were male and 73% were female. Otherwise, 36.0% of respondents were involved in 

business, from which 7.0% were male and 29.0% were female. Moreover, up to 40.0% 

were employed and 00.00% of respondents are involved in other activities such as local 

arts. The results shows that all of the respondents were farmers by occupation and 

among them have extra activities such as business and some are engaged in paid 

employment. The findings are also supported by fact that about (77.9%) male and 

(22.1%) female of rural population own farm as observed by Census (2002).

Table 4.5: Occupations of respondents by sex

Occupation Sex Total

Male Female

Farming 27 (27.0%) 73 (73.0%) 100 (100.0%)

Business 07 (07.0%) 29 (29.0%) 36 (36.0%)

Paid employment 08 (05.0%) 32 (32.0%) 40 (40.0%)

Others 00 (00.00%) 00 (00.00%) 00 (00.00%)

4.2.6 Status of Paid Employment

The financial liberation improves quality of life as determined by an individual’s paid 

employment and the incomes derived from it (Bee, 2007). Paid employment of an 

individual also reflect the way an individual socializes in a particular fashion which in turn 

reflects the pattern of behaviours and level of understanding of particular phenomenon. In 

other words the person’s response to a problem is possible determined by the type of 

occupation an individual is engaged in and that's why variable paid employment was 

investigated in this study. The results in table 4.5 shows that 40.00% (n=40) are 

employed which means 60.00% (n=60) are not employed. 
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Table 4.6: Distribution of the employed respondents by marital status
Marital status Employed respondents

Frequency Percentage

Married 33 75.0

Un-married 07 25.0

Total 40 100

Moreover, among the employed, 82.50% are married while only 17.50% are unmarried. 

This result is in line with what Haule (2015) found that the married couples are more 

concerned about getting employed, through self-employment to support their husbands or 

wives in order to solve financial difficulties around their families. Again, these findings are 

supported by findings from the household budget survey of 2007 which shows that 59.7% 

of the adults aged fifteen years and above were married while 28.2% were single. In 

Tanzania by 2007, widowed were 6.2% while 5.8 were divorced.

Table 4.7: Distribution of the employed respondents by education levels

Education level Respondents

Total 
respondents

Employed
Frequencies 

and percentage

Not employed
Frequencies and 

percentages

Primary education 42 00(00%) 42(42%)

O-level education 32 14(43.75%) 18(56.25%)

A-level education 08 08(100%) 0(0%)

Dip/certificate 12 12(100%) 0(0%)

Degree 06 06(100%) 0(0%)

Moreover, education level has impact on individual employability in the society. As this 

study found that smallholder farmers with degree, diploma, certificate and advanced 

secondary school education were all (100.00%) employed. Twenty four of them are 

teachers, nine nurses, five village executive officers and two were ward executives. Also, 

Mdoe and Macha (2002), Haule (2015), Mazengo (2011), and Daniel (2007) found similar 

results.
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4.2.7 Business Activities of the Respondents

Business activities of smallholder farmers were considered in this study to determine their 

multiple means of earning a living. Smallholders were asked to mention the type of 

enterprises they were running. The results in table 4.8 indicate that 36.00%; (n=36) were 

engaged in business activities besides being farmers. Among them 77.77% (n=28) were 

in small scale category who had loans ranging between 100,000 TZS to 1 million TZS 

(see figure 4.3). Most of these farmers in small scale category run businesses such as 

garments, food and cash crops, restaurant and agribusiness. On the other hand, about 

22.33.00% (n=08) were in a medium scale category with loans of up to 5.00 million TZS. 

Smallholders in the latter category apart from buying agricultural inputs used their loans 

for running bar and whole sale businesses. In terms of gender, it has been observed that 

most women smallholder farmers were engaged in garments, bar and restaurant 

businesses while men were engaged in selling crops.

Table 4.8: Business Size and Loan Amount Accessed

Business type Frequency Percentage Loan amount 

accessed

Small enterprises 28 77.77 100 000-1.0 Million

Medium 

enterprises

08 22.33 Up to 5.0 Million

These results are in line with ILO (2003) that women entrepreneurs experience upward 

mobility in terms of formalization, employment growth and size of business established in 

a given period of time, for supplementing incomes, or enjoyment of the work they are 

doing by using existing competencies. Also, Kasango (2014), in his study on contribution 

of women enterprises in job creation to female youth in Singida urban found that 10% of 

women were involved in trading sector including owning wholesale shops, bar and 

restaurant.

Table 4.9: Types of Businesses activities of respondents

Type of business Frequency Percentage (%)

Garments 08 22.33

Food and cash crops 05 13.88
Bar 04 11.11

Restaurant 12 33.33
wholesale 07 19.44

Total 36 100
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Some supply soft drinks and alcoholic beverages on a retail and wholesale basis. On the 

other hand, some of them involved in selling cosmetics, foodstuffs, plastic wares and 

kitchen utensils on retail and wholesale basis. Moreover, the findings by Kasango (2014) 

indicated that 25.5 % were involved in business venture including catering services, 

restaurants, snack shops and bakeries, dressmaking, hairdressing, food and cash crop 

processing such as sunflower oil processing whereas 32.7 % of them were in processing 

entrepreneurial sector like preservation of fish by smoking, drying or salting. The 

interviews with the women revealed that they buy fish from the fishermen and preserve it 

by smoking, sun-drying or salting.

On the other hand, Kasango (2014) observed that, 10.9 % were involved in 

manufacturing sector including handicraft making earrings, assorted bead making and 

pottery making, soap, detergent, cosmetics and shampoo production. Moreover, 17.3 % 

were involved in industry sector such fabrics, for example the batik, and tie and dye 

making. The involved in these ventures are innovative and have the abilities and skills to 

blend different colors to produce beautiful fabric. Finally, 3.6% of the respondents 

involved in service sector especially education sector including niche markets in the area 

of pre-schools (childcare),  vocational schools which cater for school drop-outs, who 

otherwise would be on the streets without any skills.

Contrary to this, the study conforms to a study conducted by Ismail (2016) at Kibaigwa 

international maize market found that male farmers are mostly involved in business of 

selling food as well as cash crops. In general, the majority entrepreneurs get involved in 

small businesses, and this may be attributed by the fact that, they require low start up 

cost, low technical skills and also the businesses fetches many customers and they are 

easy to obtain low materials in the area of operation.

4.2.9 Business Experience of Respondents

The study found that most of smallholder farmers 69.44.00% (n=25) at Kiteto District have 

business experiences of six to 20 years where by 37.44% (n=13) have six to 10 years 

experience in business and 32.00% (n=12) possess 11 to 20 years experience. A 

smallholder farmer with more than six years experience is far better in handling business 

activities and is likely to work efficiently than a newly one. The findings of the study is 

similar to what Haule (2015) found in Morogoro. Also, the study is in line with 

entrepreneurship readiness curve. According to entrepreneurship readiness curve the 

period between 20 and 32 years is a time for rapid increase in experience, competence 

and self-confidence while the period between age 32 and 43 years is the time of rapid 

increase in the financial and other assets shift in values to encompass other areas in 

addition career, therefore, given those presuppositions.
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Table 4.10: Experience in income generating activity (Business Experience)

Experience in years Frequency Percentage

01-05 05 13.89

06-10 13 36.11

11-20 14 38.39

21+ 04 11.11

Total 36 100

4.3 Perception of Smallholder Farmers toward VICOBA Loan Services

Village community banks have lately been criticized by many clients and well wishers for 

not delivering on their earlier promise and expectations. So based n that a livelihoods 

framework developed by the Department for International Development (DFID), was used 

to measure the perceptions of the impact of the VICOBA, by focusing on the capital 

assets of smallholder farmers. Impact on the financial capital (household income), 

physical capital (household assets), human capital (health and education), natural capital 

(access to land and to water) and social capital (networking, support base) of smallholder 

farmers was assessed so that the overall impact on smallholder farmers’ livelihoods could 

be ascertained. The findings of the study are based on this analysis of impact on each of 

the five livelihood capital assets of surveyed smallholder farmers. The findings of the 

study shows that 66.00% (n=66) of all smallholder farmers access micro loan 

occasionally which is not more than twice a year while about 34.00% (n=34) of 

smallholder farmers said they access micro loans frequently which is more than three 

times a year. 

According to Yunus (1999), Kessy and Urio (2006) and Kato and Kratzer (2013), the 

intention of the existence of VICOBA have found to be disadvantaged. Similarly, this 

study found that VICOBA at Kiteto Districtaim at helping the smallholder farmers in 

improving their income. This was confirmed by 92.00% (n=92) of surveyed smallholder 

farmers who said that VICOBAs are helpful to them. However, 08.00% (n=08) of 

smallholder farmers pointed out that VICOBA haven’t helped them at all since started 

using their financial services. On the other hand, when asked to agree to the extent that

VICOBA have helped them, 46% (n=46) strongly agreed that VICOBA are helpful to them 

and 44.00% (n=44) agreed that VICOBA are helpful in rising their income. Contrary to 

that, 06.00% (n=06) disagreed that VICOBA are helpful and 02.00% (n=02) strongly 

disagreed. Furthermore, the study found that 02.00% (n=02) smallholder farmers are not 

sure of whether VICOBA have impact on their income and businesses or not. When 

asked if they will recommend a friend a relative to VICOBA services 88% of smallholder 
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farmers said yes they will recommend other as feel proud to served by VICOBA. On the 

contrary, 12% said they will not recommend anyone to access VICOBA services.

Moreover, about the ways in which VICOBA has helped smallholder farmers in Kiteto 

district, the study found that financial capital in terms of household income and business 

capital of about 92.00% (n=92) smallholder farmers have increased. This finding is similar 

to what Denanyoh et al. (2013) and Gedion et al. (2015) found. Not only that but also 

VICOBA have helped smallholder farmers in different ways such that poverty reduction 

84.00% (n=84), to acquire physical capital such as household assets 69.00% (n=69), to 

raise human capital in terms of affording better health facilities and to pay for children 

education 71.00% (n=71). Also, about 64.00% (n=64) of smallholder farmers said that 

VICOBA have helped them acquire land by giving them the ability to pay for the land 

something which they hadn’t before. Lastly but not least, VICOBA have impacted Kiteto 

smallholder farmer’s social standpoint by connecting them with not only farmers in other 

parts of Kiteto but also farmers from other parts of Manyara region as well as the whole 

country. These networks enabled smallholder farmers to interact both socially but also 

economically in a broader area. This finding has been confirmed by 78.00% (n=78) of 

surveyed smallholder farmers in Kiteto district. These results are in line with what Wrenn 

(2007) found.

Whether VICOBA is the best way to increase income or not is not answered in this thesis, 

but it concludes that it can be one useful tool, though several things can be improved in 

many of the VICOBA subject of this study in order to work more effectively and contribute 

to improving household income to a larger extent. This study shows a general agreement 

among the interviewed smallholder farmers that even though it does not lead directly to 

increasing their income these member-based MFIs are helpful and this might indicate, in 

accordance with some of the earlier research, that they are needed to help people not to 

become more and deeper stuck in poverty. VICOBA is not only positive or negative, for 

example it depends on how are operating, on the knowledge among the members and 

how investments are made. This study indicates that microfinance is not the only way and 

cannot alone lead to improvement of smallholder farmers’ income.
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Table 4.11: Perception of smallholder farmers toward VICOBA loan services

Question Category Frequency Percentage
(%)

How often do you access micro-
loans in a year?

Occasionally 66 66.0
Frequently 34 34.0

Are VICOBA helpful to you? Yes 92 92.0

No 08 08.0

If they are, how have they helped 
you?

Increase financial 
capital

92 92.0

Decrease poverty 84 84.0

Increase physical 
capita

69 69.0

Increase human 
capital

71 71.0

Improve social 
capital

78 78.0

Increase natural 
capital

64 64.0

Do you agree VICOBA are helpful 
to you?

Strongly agree 46 46.0
Agree 44 44.0

I don’t know 02 02.0

Disagree 06 06.0

Strongly disagree 02 02.0

How has VICOBA impacted your 
life?

Positively 92 92.0

Negatively 08 08.0

Can you recommend a friend or 
relative to borrow from VICOBA?

Yes 88 88.0

No 12 12.0

On the other hand, the study cross referenced respondents business size and how often 

they access loans and it was found that 42.86% (n=12) of smallholder farmers who own 

small firms accessed loans so frequently and 100.00% (n=08) of smallholder farmers are

in medium size businesses did the same. This phenomenon has described by differences 
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business volume as per investment and turnover which influences the ability of a 

business to repay loans. The medium sized businesses have greater volume of business 

and their level of investment provide them with ability to repay their loans than small 

businesses. Also, similar results were reported by Nawai and Shariff (2010) and (2013); 

Ochung (2013), Njangiru, Maingi and Muathe (2014) and Haule (2015). 

Table 4.12: Cross reference of business size and frequency of accessing loan

Business 

Size

Total 

respondents 

by business 

size

Frequency of Accessing loan

Loan accessed 

occasionally

Loan accessed frequently

Frequency Percentage Frequency Percentage

Small 

enterprise

28 16 57.14 12 42.86

Medium 

enterprise

08 00 00.00 08 100

Moreover, the study cross tabulated smallholder farmers characteristics with their 

perceptions of VICOBA to find how variations in sex, age, household size, marital status, 

paid employment, education level and possession of business can have a different 

outlook on VICOBA. The analysis revealed that age of respondents, their educational 

level, the number of children they have and experience in IGAs are major determinants of 

their views, perception and satisfaction of the micro credit scheme and by implication the 

nature of impact the loan has on them.

For the case of age groups, during cross referencing a researcher categorises them in 

two groups: young smallholders aged between 26-45 years and old smallholders aged 46 

years and above. On question of how often smallholder farmers access loans for their 

use, there was a significant difference between the views of younger and older 

smallholder farmers. The findings show that 77.77% (n=42) of young smallholder farmers 

access loans occasionally while 52.17% (n=24) of older smallholder farmers did access 

loans occasionally. On the other hand, 47.73% (n=22) of older smallholder farmers 

accessed loans frequently while only 22.33% of younger smallholder farmers accessed 

loans frequently. The immense experience in agricultural activities as well as in business 

is the factor which contributed to older smallholder farmers to accessed loans so 

frequently (Bwamwojo, 2013; Kanoni, 2015). Moreover, the old farmers have enough 

assets to use as collateral than the young ones. The fact here is with experienced old 

smallholder farmers were able to take loan and repay in time as a result they were able to 

take loans frequently. This was confirmed during KIIs with MFI officials. Furthermore, Roy 

(2014) and Ugiagbe (2014) established similar results.
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Table 4.13: Cross reference of age with smallholder farmers perception toward 

VICOBA

Question Response Age groups

26-44 45+

Frequency Percentage Frequency Percentage

How often do 

you access 

loan?

Occasionally 42 77.77 24 52.17

Frequently 12 22.33 22 47.73

Total 54 100.0 46 100.0

Are VICOBA 

helpful to you?

Yes 48 88.88 44 95.65

No 06 11.12 02 04.35

Total 54 100.0 46 100.0

Can you 

recommend a 

friend or relative 

to VICOBA 

loan?

Yes 44 81.48 44 95.65

No 10 18.52 02 04.35

Total 54 100.0 46 100.0

How have 

VICOBA 

impacted your 

life?

Positive 48 88.88 44 95.65

Negative 06 11.12 02 04.35

Total 54 100.0 46 100

Moreover, on the question of whether VICOBA are helpful to them, there was no 

significant difference between the views of the younger and older smallholder farmers. 

For example 88.88 (n=48) of younger smallholder farmers said Yes that VICOBA are 

helpful to them, while 44 (95.65%) of older smallholder farmers also said Yes to the 

question of whether VICOBA are helpful. Similarly, De Goey (2012) and Roy (2014), 

found out that community perception about microfinance is good as they see VICOBA as 

their engine out of poverty and oppression. They further pointed out that microfinance 

plays significant role in smallholder farmers’ life. On the contrary, 11.12% (n=06) of 

younger farmers said that VICOBA are not helpful at all, while 04.35% (n=02) of older 

respondents also said that VICOBA are not there to help at all. A look at the chi square 

value (χ2 = (N = 100, df = 2) = .063, PC .553, shows that the perception of the 

respondents on the questions of whether MFI are not there to help was not affected by 

their age or experiences in life. 
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In addition to that, there is again no significant difference among young and old 

smallholder farmers on the question about whether they will recommend a friend or a 

relative to VICOBA loan. The results of this study shows that 81.48% (n=48) of younger 

and 95.65% (n=44) of older smallholder farmers agreed that they will recommend a friend 

or a relative to acquire loan from VICOBA. Also, when asked VICOBA loan have 

impacted their lives 88.88% (n=48) of young and 95.65% (n=44) of old smallholder 

farmers pointed out that VICOBA have positive effect in their lives. On the contrary, 

11.12% (n=06) of younger smallholder farmers and 04.35%( n=02) of older smallholder 

farmers said that VICOBA are not helpful to them and have impacted negatively in their 

lives. Chi square value at test to this (χ2 = (N = 100, df = 2 = .184, PC .356). In line with 

the study, Long (2009) found that the community in Yaoundé Cameroon has positive 

attitude toward VICOBA as the tool to lift the poor from destitute situation. Responding to 

these perceptions VICOBA extended their services and increases the depth of their 

outreach to the poorer. The similar results were found by Roy (2014) and Gilal, (2011). 

Moreover, De Goey (2012) conducted a study in Dar es Salaam, Tanzania and found that 

the VICOBA contributed to positive changes in the well-being of community.

Moreover, the study uncovers the perception of females which is extremely contrary to 

males in terms of “in what ways VICOBA helps them (Ahlen, 2012). Contrary to that, the 

study has found that there is no significant difference between women and men 

smallholder farmers perception regarding to impact of VICOBA in their income. The study 

found that about 55.55% (n=15) of male and 69.89% (n=51) of female smallholder 

farmers have accessed loans occasionally while   44.45% and 30.11% of male and 

female smallholder farmers accessed loan frequently. Consequently, these loans has 

positive impact to 96.30% (n=26) of male smallholder famers and 90.41% (n=66) of 

female smallholder farmers.  Due to this the smallholder farmers are happy to 

recommend their friends and relatives to acquire loans from VICOBA. This is confirmed 

by 92.59% (n=25) of male smallholder farmers and 91.78% (n=67) of female smallholder 

farmers.  When asked they are ready to recommend the friends they said that VICOBA 

are helpful and they want to share the good thing with friends and relatives. Also, Roy 

(2014), Ugiagbe (2014), Gilal, (2011) and Long (2009) found similar results.
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Table 4.14: Cross reference of sex with smallholder farmers perception toward 

VICOBA

Question Response Sex 

Male Female 

Frequency Percentage Frequency Percentage

How often do you 

access loan?

Occasionally 15 55.55 51 69.89

Frequently 12 44.45 22 30.11

Total 27 100.0 73 100.0

Are VICOBA 

helpful to you?

Yes 25 92.59 67 91.78

No 02 07.41 06 08.22

Total 27 100.0 73 100.0

Can you 

recommend a 

friend or relative 

to VICOBA loan?

Yes 25 92.59 67 91.78

No 02 07.41 06 08.22

Total 27 100.0 73 100.0

How have 

VICOBA 

impacted your 

life?

Positive 26 96.30 66 90.41

Negative 01 11.12 07 09.59

Total 27 100.0 73 100

In case of business experience, smallholder farmers with more than six years experience 

are far better in handling business activities and are efficient than farmers with experience 

of less than six years. Therefore, perception of a respondent toward VICOBA who is less 

experienced in business engagements can be different from a respondent with more 

experience (Roy, 2014). Therefore, conforming to the view that more experienced 

business persons tend to positively tilt their views in favour of the micro credit scheme, 

this study found that 93.55% (n=29) and 20.00% (n=01) of smallholder farmers with more 

than six years experience and smallholder farmers with less than six years experience 

have been frequently (more than two times) accessed loans respectively. Also, there is a 

significant difference between smallholder farmers with less than six years experience 

and those with more than six years experience about the question of whether VICOBA 

are helpful to them. Findings shows that 96.78% (n=30) of  smallholder farmers with more 

than six years experience said that VICOBA are there to help as contrasted by 60% 

(n=03) of smallholder farmers with less than six years experience in business. Also, Roy 

(2014), Ugiagbe (2014), Gilal, (2011) and Long (2009) found similar results.
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Table 4.15: Cross reference of business experience with perception toward 

VICOBA

Question Response Business experience 

≤05 years ≥06 years 

Frequency Percentage Frequency Percentage

How often do 

you access 

loan?

Occasionally 04 80.00 02 06.45

Frequently 01 20.00 29 93.55

Total 05 100.0 31 100.0

Are VICOBA 

helpful to you?

Yes 03 60.0 30 96.78

No 02 40.0 01 03.22

Total 05 100.0 31 100.0

Can you 

recommend a 

friend or relative 

to VICOBA 

loan?

Yes 03 60.0 30 96.78

No 02 40.0 01 03.22

Total 05 100.0 31 100.0

How have 

VICOBA 

impacted your 

life?

Positive 04 80.00 29 93.55

Negative 01 20.00 02 06.45

Total 05 100.0 31 100

Again, on the question about how VICOBA have impacted their lives, 93.55% of 

smallholder farmers with more than six years said that VICOBA have positively impacted 

their lives while 80.00% of respondents with less than six years experience did the same. 

Similarly, about 20.00% of respondents with less than six years experience claimed that 

VICOBA have impacted their lives in a negative way as contrasted by 06.45% of 

smallholder farmers with more than six years. Also Roy (2014) found similar results. As to 

whether smallholder farmers will recommend their relatives and friend to VICOBA loans, 

the study found that 60% of smallholder farmers with less than six years experience were 

ready to recommend friends and relative to VICOBA loan while 96.78% of respondents 

with more than six years experience said will do the same. On the contrary, 40% of 

respondents with less than six years experience said that cannot recommend a friend or 

relative to VICOBA loans as opposed by 03.22% of respondents with more than six years 

experience.
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In case of household size and smallholder farmers perception toward VICOBA, the cross 

tabulation shows that there is significant difference between respondents large family and 

small family. The study found that 65.83% (n=24) of respondents with 0–3 children said 

that they access loan so frequently while 17.54 (n=10) of respondents who have four and 

more children pointed out the same. On the other side, 82.46% of respondents with four 

and more dependants accessed loan occasionally while only 44.17% of respondents with 

less than three dependants accesses loan occasionally. The chi square values of the 

analysis attest to this (χ2 = (N = 100, df = 2) = 4.825, PC .011). This value shows that 

there is a significant difference between the smallholder farmers with three or less 

children and smallholder farmers with more than four children.

Moreover, the study found that 100% (n=43) of small farmers who have not more than 

three dependants said that VICOBA loans have positively impacted their lives while of all 

respondents with four children and above 85.17% (n=49) said the loans have positively 

impacted their lives. Low response of respondents with more dependants is due to the 

fact that reason the burden of sponsoring the four or more children in school coupled with 

other sundry expenses on food, housing, health and clothing amongst others may have 

given their businesses and financial standing a serious beating and a negative impact. 

That is why due to the burden of caring for large family VICOBA loan seems to negatively 

affect their ability to rise their income. As a result, they accessed loans less frequently. 

Table 4.16: Cross reference of household size with smallholder farmers perception 
toward VICOBA

Question Response Household size (number of dependants) 

≤03 ≥04 
Frequency Percentage Frequency Percentage

How often do 
you access 

loan?

Occasionally 19 44.17 47 82.46
Frequently 24 65.83 10 17.54

Total 43 100.0 57 100.0
Are VICOBA 

helpful to you?
Yes 41 95.35 51 89.47
No 02 04.65 06 10.53

Total 43 100.0 57 100.0
Can you 

recommend a 
friend or relative 

to VICOBA 
loan?

Yes 41 95.35 51 89.74
No 02 04.65 06 10.53

Total 43 100.0 57 100.0
How have 
VICOBA 

impacted your 
life?

Positive 43 100.00 49 85.97
Negative 00 00.00 08 14.03

Total 43 100.0 57 100
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Moreover, level of education was also cross tabulated against small holder farmers 

perceptions. The investigation of the respondents view whether VICOBA are helpful or 

not. Education wise the five groups were reduced to three; primary, secondary (O and A-

Level secondary education) and tertiary (certificate, diploma and degree). The results of 

the study shows that 88.11% (n=37) of the respondents with primary education said yes 

VICOBA are helpful to them. The similar view is shared by respondents with secondary 

education as well as respondents with tertiary education as 92.50 (n=37) and 100 (n=18) 

provided a similar observation. In terms of how often they access VICOBA loans; there is 

a slight difference between respondents. About 80.95% and 87.50 of those with primary 

and secondary education respectively said that they access loans occasionally while 

61.11% (n=11) of respondents with tertiary education do the same. This might contributed 

to the fact that respondents with tertiary education can easily repay their loans because 

they depend on multiple sources of income such as paid employment and business.  

Similar results were found by Yunus and Weber (2007), Haule (2015), Kanoni (2015), 

Roy (2014). 

Similarly, smallholder farmers with secondary education 88.24% (n=31), advanced 

secondary education 84.62% (n=11), Diploma and or Certificate 81.82% (n=09) and 

University education 100% (n=06) said yes that VICOBA are there to help them. On the 

question of whether VICOBA has positively or negatively impacted their lives, 26 

(72.22%) and 26 (76.47%) of respondents with primary and ordinary level secondary 

education said that VICOBA have impacted their lives positively. Moreover, 85.71% 

(n=37) of smallholder famers with primary education, 97.50%(n=39) who possess 

secondary education and 94.44% (n=17) of respondents with a tertiary education agreed 

that VICOBA has been helpful to their lives and so they have positive impact. This shows 

that levels of education have no significant difference in the perception of the 

respondents. Chi square value of analysis attests to this χ2 = (N = 100, df = 2) = 09.865, 

PC .001.
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Table 4.17: Cross reference of education level with smallholder farmers perception
toward VICOBA

Question Response Question Response Question
How often do you 

access loan?

Occasionally 34(80.95 %) 35(87.50%) 11(61.11%)

Frequently 08(19.05%) 05(12.5%) 07(38.89%)

Total 42 (100.0%) 40 (100.0%) 18 (100.0%)

Are VICOBA helpful 

to you?

Yes 37(88.11%) 37(92.50%) 18(100.00%)

No 05(11.89%) 03(07.50%) 0(00.00%)

Total 42 (100.0%) 40 (100.0%) 18 (100.0%)

Can you 

recommend a friend 

to VICOBA loan?

Yes 37(88.11%) 36(90.00%) 15(83.33%)

No 05(11.89%) 04(10.00%) 03(17.67%)

Total 42 (100.0%) 40 (100.0%) 18 (100.0%)

How has VICOBA

impacted your life?

Positive 36(85.71%) 39(97.50%) 17(94.44%)

Negative 06(14.29%) 01(02.50%) 01(05.56%)

Total 42 (100.0%) 40 (100.0%) 18 (100.0%)

Moreover, the study investigated the perception of married respondents which is contrary 

to unmarried in the ways VICOBA helps them (Bee, 2007; Manongi, 2013; Ngalemwa, 

2013; Kanoni, 2015). As expected the study found that there is a greater significant 

difference between married smallholder famers and unmarried smallholder farmers’ 

perception on the subject of the impact of VICOBA in their income generating activities. 

The study found that about 85.55% of married smallholder farmers and 49.89% of 

unmarried smallholder farmers have accessed loans occasionally while 14.45% and 

50.11% of married and unmarried smallholder farmers accessed loan frequently. This 

must be attributed by responsibilities married farmers have than unmarried. Also, the 

married are favoured by the VICOBA due to the security purposes that they are less 

mobile compared to unmarried and so they are not denied to access loan. 

Consequently, these loans have positive impact to 96.30% of married smallholder famers 

and 90.41% of unmarried smallholder farmers.  Due to this the smallholder farmers are 

happy to recommend their friends and relatives to acquire loans from VICOBA. This is 

confirmed by 94.59% of married smallholder farmers and 93.98% of unmarried 

smallholder farmers. These results are shared by Roy (2014), Ugiagbe (2014), Gilal, 

(2011) and Long (2009) who found similar results.
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For the cross reference of paid employment and smallholders perceptions, the study 

found that respondents who possess a paid employment see VICOBA differently. On 

question of how often smallholder farmers access loans for their use, there was a 

significant difference between the views of respondents who are in a paid employment 

and smallholder farmers who are not. The findings show that 87.77% of employed 

smallholder farmers access loans occasionally while 47.17% of unemployed smallholder 

farmers did access loans occasionally. On the other hand, 52.73% of unemployed 

smallholder farmers accessed loans frequently while only 12.33% of employed 

smallholder farmers accessed loans frequently. The immense knowledge and experience 

in agricultural activities as well as in business is the factor which contributed to employed 

smallholder farmers to accessed loans so frequently (Bwamwojo, 2013; Kanoni, 2015). 

Moreover, the employed smallholder farmers have enough assets to use as collateral 

(such as salary) than the unemployed ones. This was confirmed during KIIs with MFI 

officials. Furthermore, Roy (2014) and Ugiagbe (2014) established similar results.

In general, the analysis revealed that age of respondents, their educational status, the 

number of times they have accessed the loans for business ventures and the number of 

their children are major determinants of their views perception and satisfaction of the 

micro credit scheme and by implication the nature of impact the loan has on them.

Experience matters a lot here as evidence by the older respondents and those have 

accessed the loan more than twice all tend to positively tilt their views in favour of the 

micro credit scheme. While the burden of caring for large family seems to negatively 

affect the impact the loan has on their lives.

4.4 Contribution of VICOBA to Access of Micro Loans among Smallholder Farmers

Access to VICOBA loans was found to be moderately better as it take around three 

weeks for a smallholder farmer to get a loan. However, respondents were further asked to 

provide their perception on the effectiveness of VICOBA in giving loans. The ability in 

providing loans was ordered from very efficient, efficient, i don’t know, in-efficient and 

very in-efficient. The results indicated that majority of smallholder farmers 77.00 %( n=77) 

whereby 71% (n=71) perceived that loan provision services was efficient and 06% (n=06). 

This finding is in line with Rweyemamu (2003) and Kessy and Urio (2006) who found that 

VICOBA in Tanzania are the fastest growing financial institutions (FIs) and the best in 

industry to serve the poor and disadvantaged groups within the society. Contrary to that is 

Chijoriga (2008) who without doubt found that FIs in Tanzania are not efficient.
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Table 4.18: Accessibility of VICOBA loan to smallholder farmers

Question Response Frequency Percentage (%)

Do you access VICOBA 

loan at your area?

Yes 74 74.0

No 26 26.0

Before VICOBA, where 

did you access loans?

SACCOS 23 23.0

Bank 02 02.0

NGO 48 48.0

Other 27 27.0

Was it easy for you to join 

VICOBA and became a 

member?

Strongly agree 24 24.0

Agree 51 51.0

I don’t know 00 00.0

Disagree 23 23.0

Strongly disagree 02 02.0

To what extent do you 

think VICOBA has 

improved access to loan?

Strongly improved 16 16.0

Improved 77 77.0

I don’t know 00 00.0

Un-improved 07 07.0

Strongly un-improved 00 00.0

Have you benefitted with 

VICOBA loans?

Yes 92 92.0

No 08 08.0

Moreover, the results of the study shows that before VICOBA were established in Kiteto 

District most smallholder farmers, 48.0% (n=48), were accessing loan from financial 

institutions registered as NGOs. Others accessed loan from SACCOS, 23.0% (n=23) and 

02.0% (n=02) from commercial banks. Furthermore, the study found that smallholder 

farmers accessed loans from other means such as self financing and lending from 

relatives, friends and from individual lenders. These results are in line with Ahlen (2012), 

Ngalemwa (2013), Jason (2014) and Haule (2015). On the contrary, Skees (2003), Von 

Pischke (2003), Robert et al. (2008), Ledgerwood (2009) and Nyamsogoro (2010) found 

that it is difficult for VICOBA members to access sufficient loans for buying agricultural 

inputs. Rural entrepreneurs therefore find it difficult to access funds and have to rely 

largely on self-financing when they want to invest (Haule, 2015). 

Regarding the easiness to join VICOBA and became a member, 24.0% (n=24) of 

smallholder farmers strongly agreed that it was easy for them to join VICOBA and 51.0% 

(n=51) agreed that it was easy to join VICOBA and become a member. On the contrary, 

about 25% (n=25) of which 23.0% (n=23) said that they don’t agree it was easy for them 

to join VICOBA while 02.0% (n=02) said that they strongly disagree. This is because 

joining VICOBA sometimes is difficult because smallholder farmers are scattered in deep 
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village locations where it is impractical to reach them. Not only that but also, most 

smallholder farmers are poor such that are not attracting to VICOBA.

In addition to that, as to what extent VICOBA has improved access to loan, 16.0% (n=16) 

said that VICOBA has strongly improved smallholder farmers’ access to loan. Also, 

77.0% (n=77) of smallholder farmers pointed out that VICOBA have improved the access 

of loan. On the other hand, about 07.0% (n=07) said that VICOBA have not improved the 

accessibility of loan to smallholder farmers. These results are shared by Borode, (2011), 

Ngalemwa (2013) and Jason (2014) who found that VICOBA have benefited smallholder 

farmers in reducing their income poverty by playing an important role in enabling the poor 

to save and access credits. On the contrary, Nyamsogoro (2010) found that smallholder 

farmers often have little access to credit and savings service even if they are able to 

save. They can’t provide collateral for credit and are therefore often not even served by 

financial institutions (Nyamsogoro, 2010).

4.5 The Influence of VICOBA to Income of Smallholder Farmers

The impact of VICOBA loan on smallholder farmer’s income was estimated using linear 

multiple regression model and the econometric results are presented in table 4.19. The F-

statistic which measures the overall significance of the estimated parameters is 

statistically significant (Prob>F = 0.0000), which implies that the estimated parameters 

are not jointly equal to zero; hence it is a good model. The R-squared of 0.4002 and 

adjusted R-squared of 0.3649 are consistent with collected cross sectional data.

The econometric model was used to analyse the third specific objective of the study ‘To 

determine the contribution of VICOBA loan in smallholder farmer’s income among 

VICOBA members’. In the model, smallholder farmers’ income was used as a proxy for 

smallholder farmer’s income and was the dependent variable. Land ownership was 

captured as a dummy (=1 if land is owned by a farmer, 0 = otherwise). Empirical results 

suggest that VICOBA loan has no significant effect on smallholder farmers’ income. This 

result is in line with what De Goey (2012); Nkya (2006); Okurut and Bategeka (2006); 

Maleko et al. (2013); Banerjee et al (2013); Coleman (1999) and Mushi (2004) found in 

their studies conducted both within and outside Tanzania. Moreover, the partial 

correlation of smallholder farmers’ income and VICOBA loan adjusting for the effects 

respondent individual characteristics and household characteristics was estimated and 

the results suggest that it was statistically insignificant with p-value = 0.8456 as shown in 

table 4.20). The partial correlation results are consistent with the regression model results 

which suggest that VICOBA has no significant effect on smallholder farmers’ income.
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Table 4.19: Econometric results on impact of VICOBA on smallholder farmers’ 
household income

Dependent Variable: smallholder farmers’ household Income

Independent Variables Coefficient t-value p-value Significance 

level

Household size -0.0314 0.10 0.911

VICOBA loan -0.0782 0.55 0.574

Education level 0.7400 3.69 0.000 0.01

Technology 0.0651 3.19 0.002 0.01

Inputs 0.0417 0.08 0.930

Land ownership -0.0840 0.51 0.629

Paid employment 0.7010 2.76 0.059 0.01

Constant 5.7646 3.49 0.002 0.01

Number of observation 100

F (5,95) 11.02

Prob>F 0.0000

R –squared 0.4102

Adjusted R- squared 0.3802

The insignificance of the coefficient of the land dummy may be accounted for by the 

terms of hiring land in Kiteto. The fees for hiring land in Kiteto is higher than other places 

ion Manyara region and is the second for higher land fee preceded by Moshi in

Kilimanjaro region. The charge for hiring an acre is standing between 100,000 TZS to 

200,000 depending on the position/location of the land and its fertility. The payments are 

on yearly basis but since smallholder farmers depend on rain for their agricultural 

activities this amount are extremely high.  In addition to that, the loan amounts 

smallholders secure from VICOBA are also small on average and are used mainly for 

consumption smoothing as opposed to productive investment that can lead to substantial 

increases in income flows to the households. Interest rate is so high too. So, high interest 

rates on VICOBA loans and given the size of loans, smallholders are likely to found 

themselves in a poverty trap of creating a vicious cycle of debt. This is mostly attributed 

among the borrowers, especially in the event that they are conditioned to borrow more 

loans to pay off earlier loans, hence may lead to worsening of their income.
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Therefore, these results call for a regulatory framework for interest rates charged and 

land hiring fees for agricultural purposes so as to enhance smallholder farmers income 

and ultimately their household welfare. However, these results are in sharp contrast to 

Okurut et al. (2013); Nichols (2004) and Gedion et al. (2015) who in their study reported 

that VICOBA loans have a positive and significant effect on poor’s income and hence 

welfare.

Table 4.20: Partial Correlation of Total smallholder farmers Income and Access to 

Microfinance

Variable Partial 
correlation

Semi 
partial 

correlation

Partial 
correlation 

squared

Semi partial 
correlation 

squared

p-
value

Smallholder 
farmers size

0.0529 0.0500 0.0030 0.0023 0.5222

VICOBA Loan 0.0140 0.0129 0.0002 0.0002 0.8456

Number of 
dependants

-0.0989 -0.0929 0.0099 0.0090 0.2290

Education level 0.0666 0.0637 0.0050 0.0040 0.4122

Married 0.0710 0.0666 0.0050 0.0044 0.3884

Unmarried  -0.1466 -0.1380 0.0214 0.0190 0.0740

Sex  -0.0190 -0.0177 0.0004 0.0003 0.8181

Business 
experience 

-0.0289 -0.0272 0.0007 0.0007 0.7254

Household assets 0.1930 0.1826 0.0372 0.0342 0.0176

Age -0.1030 -0.0966 0.0103 0.0092 0.2120

Paid employment 0.1053 0.0981 0.0109 0.0096 0,2032

Type of business -0.0082 -0.0073 0.0001 0.0001 0.9263

Education level has a positive and significant effect on smallholder farmers income at 

0.01 level of significance. This result is consistent with expectations because education 

enhances human capital development which increases its productivity, thereby 

increasing the income earning potential which increases smallholder farmers welfare. 
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Also, Ifelunini and Wosowei (2012) found education level has positive impact on income 

of the poor. Therefore, the current government policy initiatives of improving the quality 

of education must go a long way in enhancing smallholder farmers’ welfare. In addition to 

that, paid employment has a positive and significant effect on income of smallholder 

farmers at 1 percent significance level. The policy implication of this result is that 

continuous creation of employment opportunities in the public and private sectors is very 

critical in improving farmers’ income. The current government policy initiatives of 

diversifying the economy are in the right direction of creating more employment 

opportunities. 

Apart from education and employment, also the technologies that farmers use in their 

agricultural production have a positive and significant effect on smallholder farmers’ 

income at 1 percent significance level. The findings are in line with what Mushi (2000), 

Mdoe and Macha (2002) and Haule (2015) found. The intuition is that smallholder 

farmer’s assets can boost the productivity of the farmers, hence lead to increased 

smallholder farmers household income. In addition, the creditworthiness of the 

smallholder farmers is enhanced by paid employment which increases their likelihood to 

borrow more for productive investment.

4.7 Challenges Facing Smallholder Farmers in Accessing VICOBA Loans

The study also investigated the challenges facing smallholder farmers in accessing 

VICOBA financial services. The smallholder farmers said that loan availability is good. 

Between the surveyed smallholder farmers, 68% (n=68) pointed out that loan is available 

while 32% (n=32) of smallholder farmers said that loan in availability is low. On the other 

hand, no one said loan availability is very low neither is highly available. This research 

concludes that the VICOBA loan is moderately available. These findings corroborate with 

the findings by Malamsha and Kimaro (2014) who found that without financial assistance, 

small farmers and artisanal fishermen cannot cope with temporary cash flow problems, 

and are thus slowed down in their desire to innovate and expand. The general perception 

is that access to external finance is critical for smallholder farmers, who may never have

funds proportional to their ambitions. They also lack collateral, good reference, ability to 

repay the loan and insufficient income. 
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Table 4.21: Smallholder farmers’ accessibility to micro-credit

Are micro loans available to you? Frequency Percentage (%)

i. Highly available 00 00.

ii. Available 68 68

iii. I don’t know 00 00

iv. Un-available 32 32

v. Very un-available 00 00

Total 100 100

In addition, Rweyemamu et al. (2003), evaluated the performance and constrains facing

MFIs in providing micro-credit in Mbeya and Mwanza regions. The primary data were 

collected through a formal survey of 222 farmers participating in the Agriculture 

Development Programme in Mbozi and the Mwanza Women Development Association in 

Ukerewe. In the analysis of their study the interest rates were found to be a significant 

barrier to the borrowing decision. Also farmers cited other problems like lengthy credit 

procurement procedures and the amount disbursed being in adequate and untimely 

acquisition of loans as reasons for non-repayment. According to Denanyoh et al. (2013), 

Kato and Kratzer (2013); Malamsha and Kimaro (2014) and Gedion et al. (2015), the 

challenges faced by smallholder farmers in accessing VICOBA loans are such that long 

procedures involved in application and long processing, delay in loan disbursement, 

requirement that a member must have accumulated savings, lack of security/ collateral, 

requirement that one must be a member of a group first, and high cost of acquiring loan. 

In case of loan procedures, the study shows that about 62% (n=62) of all surveyed 

respondents said that long procedures in application and processing of loan is among 

challenges facing smallholder farmers in accessing VICOBA loans. They have to go 

through a lengthy procedure in order to access loan. Also, lack of collaterals was 

mentioned by 78% (n=78) as the leading challenge facing small holder farmers in 

accessing loans. The lack of collateral is however been smoothed by group lending 

where by all member groups must know each other and the group is liable when a 

member default. But still sometimes group member might need an assurance from 

members in case of default their savings remains safe. Among the conditions is that of 

possession of immovable assets and households valuables. It was mentioned that, for a 

client to obtain loan of a given amount they should have assets that are immovable and 

that can be easily sold out so as to recover the debts in case of customer’s default. 

Moreover, the study found that licensing and tax were mentioned by 63% (n=63) of 

smallholder farmers as one among the major challenges facing them in an attempt to 

access loan from VICOBA. Licensing and tax problem may be due to bureaucratic 

procedural and cost involved in processing, license tax and renewing license, a reason to 
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why some entrepreneurs tend to avoid/evade payment of taxes and/or business 

registration/licensing. It is a challenge to government authority concerned with provision 

of licenses to revisit rules and regulations to cope with trade and economic liberalization. 

Another big challenge mentioned by 78% (n=78) of smallholder farmers in accessing loan 

was found to be membership to groups registered by a VICOBA it is necessary to be a 

member in a registered group so that a farmer can be eligible to access VICOBA loan.

High interest rates was mentioned by 83% (n=83) of smallholder farmers as a very big 

challenge to access loan from VICOBA. Most of VICOBA charged higher rate of interest 

for the amount of loans they acquired. The study found that VICOBA charges an interest 

rate of about 10% to 30% per month. Also, the study found that 72% (n=72) of 

smallholder farmers agreed that delays in providing loan is also a very intriguing 

challenge in accessing loans. During the survey it was found that in order for smallholder 

farmer to secure loan must wait for not less than 21 days. It was observed that 21 days 

are too many because if a farmer requests a loan for agricultural it will be too late in case 

of short rainfall. Thus smallholder farmers require reduction in the bureaucracy of 

securing loans. In addition to that, 53% (n=53) of smallholder farmers said that deposition 

of savings in VICOBA is also a challenge. Usually, a smallholder farmer is required to 

deposit some agreed amount of money in the VICOBA in order to be eligible for a loan. 

But due to the poor financial capacity of smallholder farmers this requirement was found 

to impede their access to loan.

Table 4.22: Challenges facing smallholder farmers to access VICOBA Loans

What are the challenges in accessing a loan from the 
VICOBA

Frequency Percentage
(%)

Licensing and tax 63 63.0

High interest rates 83 83

Difficult in joining VICOBA 78 78.0

Lack of physical collaterals 69 69.0

Delays in loan provision 72 72.0

Small amount of loan to poor 68 68

Market competition 42 42.0

Rental charges 38 38.0

Long procedures in application and processing of loan 62 62.0

Accumulation of savings in VICOBA 53 53.0

Improper use of loan 55 55
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The study also analysed market competition smallholder farmers face from other farmers 

and business persons, the results show that 42% (n=42) of small holder farmers 

experienced the stiff market competition. Basically these farmers are mainly those who 

possess and run business enterprises. Market competition is present because, many 

smallholder farmers engage themselves in these enterprises to earn income that will 

assist to improve their livelihood and so most of them tend to imitate what others are 

doing. As a result smallholder farmers profit falls and hence inability to repay loans. 

Subsequently, about 55% (n=55) of respondents said lack of proper use of loans is also a 

challenge while 38% (n=38) pointed out that that the rental charges are also major 

problems to client’s businesses. The rental charges where the business enterprises are 

located was high, a problem which results into reduced income to the enterprise. 

4.8 Summary

The study involved 100 smallholder famers both women and men in Kiteto. It was found 

that all 100 smallholder farmers were engaged in agriculture productions and some of 

them were also engaged in business ventures. Also, the study found that the smallholder 

farmers were involved in different economic activities and the main ones included crop 

and food selling, garments, bar and restaurants and whole sales. Those businesses were 

in small and medium size. In addition, The perception of smallholder farmers toward 

VICOBA loans services, from the Cross table 4.11 it has show  that 92% said that 

VICOBA are helpful to them, while 8%  smallholder farmers pointed out that VICOBA 

haven’t helped them. The contribution of VICOBA to access micro loans among 

smallholder farmers it indicated that majority of smallholder farmers 71.00% perceived 

loans provision is very efficient 20%efficient,1% they don’t know, 2% in efficient,6% very 

in efficient figure 4.3. Apart from Contribution of VICOBA loans to the smallholder farmers 

after analysis the result suggest that it was statistically insignificant with p-value=0.8456 

as shown in the table 4.20, the partial correlation results are consistent with the 

regression model result which suggest that VICOBA has no effect on smallholder farmers 

income. Finally the challenges facing smallholder farmers in access VICOBA loans, the

findings from the table 4.22 indicated that 62% said that long procedure in application and 

processing loans, 78% said lack of collateral and other challenges are high interest rate.
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CHAPTER FIVE

CONCLUSION AND RECOMMENDATIONS

5.1 Overview

In this chapter a researcher presents a summary of the study, major findings of the study, 

conclusions and important recommendations as per the study findings.

5.2 Summary of the Findings

The major purpose of this study was to investigate the impact of VICOBA on improving 

smallholder farmer’s income in Kiteto District, Manyara Region. The study revealed that 

smallholder farmers despite of engaging in agricultural activities were also involved in 

different economic activities such as crop selling, food, garments and restaurants. Also, 

majority of smallholder farmers were in small scale businesses. Moreover, the cross 

tabulation of individual and household characteristics against smallholder farmers’ 

perception toward VICOBA show weak significant difference between individual personal 

characteristics and their perception. These difference lies on the differences in their age, 

experience in business, household (family) size, business size, marital status, paid 

employment and education level. In addition to that, the study found that VICOBA were 

efficient in provision of loan services in terms of their breadth and depth of outreach. In 

general, smallholder farmers claimed that are satisfied with loan services they receive 

despite the fact that the amount of loan is small and loan processing take too long.

On the other hand, the empirical results of the study put forward that the VICOBA loan 

has no significant effect on smallholder farmers’ income given statistical with p-value 

0.8456 as shown in the table 4.18, also partial correlation result are consistent with the 

regression model result with suggest that VICOBA has no significant effect on 

smallholder farmers where by f-test is 0.000. On the contrary, educational level of 

smallholder farmers, education level and being in a paid employment were seen to have 

positive and significant effect on smallholder farmers’ income. Moreover, the study found 

that VICOBA loan services to smallholder farmers are accessible despite the many 

challenges. Additionally, interest rate, collateral, delays in provision of loan, small amount 

of loans and licensing and tax were found to be major constraints in accessing loan. 

Moreover, in case of contribution of VICOBA in accessibility of loan to smallholder 

farmers the study found that VICOBA influenced the accessibility of loan to rural 

population. 

5.3 Conclusion

The study concludes that, although loan provided by VICOBA had no influence on 

smallholder farmers’ income, it has however improved their livelihood and helps them out 

of extreme poverty. Therefore, VICOBA loan have contributed in reduction of poverty in 

Kiteto District although it hasn’t raised the smallholder’s income.
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5.4 Recommendations

Based on the study findings the following are the recommended; 

i. The Government needed to incorporate VICOBA development model into the 

National Poverty Reduction Strategy and also review cooperative and 

microfinance policies. Reviewing the Policies will bring on board the VICOBA 

guiding principles while maintaining autonomy and ownership of the scheme by 

members themselves. 

ii. VICOBA as an effective and relatively new rural development model in Tanzania 

requires a comprehensive advocacy strategy so as to subscribe more members 

especially from the rural communities where there are still some misconceptions 

connected to the scheme.

iii. This study recommends to the rural communities that they embrace the scheme in 

order to raise the necessary investment capital, acquire entrepreneurial 

knowledge and skills and start IGAs without having to rely on external support. 

Some villagers were not ready to join VICOBA fearing that is one of the deceptive 

schemes, so effective sensitization needs to be provided to the community. 

iv. The Government required supporting all VICOBA implementing agencies to 

establish an umbrella institution at National level that will work as their networking 

platform for the purposes of increasing geographical coverage while protecting the 

authenticity of this unique development Model.

v. District authorities must assign responsibilities to the cooperative, microfinance 

and community development officers to technically assist the VICOBA group 

members to properly manage their IGAs, legal registration of their groups, 

networks and properties so as to have a legal status that may later stand as 

collateral in the process of securing credit facilities from formal financial 

institutions.

vi. There is a need for the VICOBA methodology or its mode of operation to be 

reviewed in order to integrate some paramount and contextual phenomenon that 

are area specific like coastal/marine, uplands, forestry, agricultural and pastoral 

rural communities.

vii. The potential of VICOBA is not only on credit but, also in other discipline like 

social aspect. These observations indicate that something needs to be done 

urgently to improve coverage and increase the number of Tanzanians to be 

served by VICOBA for their livelihood development. 
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viii. Based on these findings it is recommended that the government work out a 

modality to ensure the increased coverage of this unique rural development 

model. 

ix. The need for VICOBA to accept less demanding collaterals to give clients more 

confident in securing loans that will lead to increased per capita income and 

material assets, and improved smallholder farmers and household livelihood.

x. Lowering of interest rates charged to give a smallholder farmers’ ability to borrow 

more and more and other people to access on the same service. 

xi. The need to reduce bureaucracy in loan applications to give customers more 

opportunity to run the business and repay their loans without affecting their

businesses.

xii. The need for the government authority concerned with provision of licenses and 

tax assessment to revisit rules and regulations to cope with trade and economic 

liberalization.

5.5 Contribution of This Study to Existing Knowledge

i. It help society as a whole to understand what is VICOBA and how it operates

ii. Easy formulation of policy concern about VICOBA.

iii. Come up with a solution on the challenges facing VICOBA on access of loans

5.6 Areas for Further Research

Further research should be carried out to determine:

(i) The strategies that will make VICOBA to be instrumental in alleviating poverty 

and/or promoting local people social-economic development in Tanzania.

(ii) The extent to which VICOBA have supported and facilitated social economic 

development to their clients in Tanzania.

(iii) More studies are needed to be carried out to investigate the impact/contribution of 

these groups to livelihood improvement of their members and surrounding 

communities. 

(iv) Further research is needed to capture the role played by social capital in VICOBA 

lending model

(v) The study only covered the Kiteto District, therefore, it is suggested that future 

studies should cover other areas with different geographical conditions to 

compare results and see if VICOBA can contribute to Income increase. Generally, 

the study only covered the contribution of VICOBA to rise the smallholder farmers’ 

income 
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5.7 Summary

Conclusion and recommendations of the study has established that, VICOBA loans have 

greater impact to the livelihood of the smallholder farmers, loan accessed boosts their 

welfare. The researcher has recommended that, there is a need for VICOBA to improve it 

operation, rules and regulation to give smallholder farmers more confident in securing 

loans, lowering of interest rates, to reduce bureaucracy in provision of loan and the need 

for the government authority concerned with provision of licenses and tax assessment to 

revisit rules and regulations to cope with trade and economic liberalization. Also, the 

researcher recommends that the Government should incorporate VICOBA development 

model into the National Poverty Reduction Strategy. Also VICOBA is effective and 

relatively new rural development model, Government should support VICOBA on 

operating its activities. Furthermore, the researcher has disclosed the area of the further 

research: The strategies that will make VICOBA to be instrumental in alleviating poverty 

and/or promoting local people social-economic development in Tanzania.
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APPENDICES 

Appendix A: Questionnaire for the Smallholder Farmers who are Beneficiaries of 

Vicoba in Kiteto District, Manyara Region

INTRODUCTION:

Dear interviewee;

You are kindly requested to answer the set of questions below giving relevant details.  

They are purely meant for academic purpose. Your contribution toward smooth realization 

of the intended purpose is highly appreciated and any inconveniences that may arise are 

highly regretted.

SECTION A: RESPONDETS PERSONAL INFORMATION/ GENERAL PROFILE

I. Age

(a) 25-34 ( )

         (b) 35-44 ( )

          (c) 45-54 ( )

          (D) 55+             (          )

II. Sex 

a) Male ( )

b) Female ( )

III. Main Occupation

a) Farming ( )

b) Business ( )

c) Others ( )

IV. Type of your business...................................................

V. Size of business

a) Small

b) Medium

VI. Marital status

a) Married 

b) Not Married
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VII. Education level

a) Primary education

b) Secondary O level

c) Secondary A level

d) Diploma/Certificate

e) University education (Degree)

V. Experience in business

a) 01-05

b) 06-10

c) 11-20

d) 21+

VI. Number of children

a) 0-3

b) 4+

VII.Employed in paid jobs

a) Yes 

b) No

SECTION B: ATTITUDE/PERCEPTION OF SMALLHOLDER FARMERS IN KITETO 

DISTRICTTOWARD VICOBA

I. The following are questions that measure perception of smallholder farmer 

toward VICOBA. Tick what categories that you think describes best your 

opinion

Question Category 
How often do you access micro-loans in a 
year?

Occasionally 
Frequently  

Are VICOBA helpful to you? Yes
No  

If they are, how have they helped you? Increase financial capital 
Decrease poverty
Increase physical capita
Increase human capital
Improve social capital
Increase natural capital

Do you agree VICOBA are helpful to you? Strongly agree
Agree 
I don’t know 
Disagree  
Strongly disagree

How has VICOBA impacted your life? Positively 

Negatively 
Can you recommend a friend or relative to 
borrow from VICOBA?

Yes

No 
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SECTION C: CONTRIBUTION OF VICOBA TO ACCESS OF MICRO LOANS AMONG 

SMALLHOLDER FARMERS IN KITETO DISTRICT, MANYARA REGION

I. How do you rate the VICOBA effectiveness in provision of financial services?

a) Strongly efficient ( )

b) Efficient ( )

c) I DONT KNOW

d) In-efficient ( )

e) Strongly in-efficient ( )

II. Answer this question by a tick at a response which you describes you well in 

connection with the VICOBA loan services

Question Response 

Do you access VICOBA loan at 
your area?

Yes 
No 

Before VICOBA, where did you 
access loans?

SACCOS

Bank 
NGO
Other 

Was it easy for you to join VICOBA 
and became a member?

Strongly agree

Agree  
I don’t know
Disagree 
Strongly disagree 

To what extent do you think 
VICOBA has improved access to 
loan?

Strongly improved 

Improved 
I don’t know
Un-improved 
Strongly un-improved

Have you benefitted with VICOBA 
loans?

Yes 

No 

III. Are the poorest people access the loans provided by your VICOBA?

a) Yes 

b) No

IV. Do you AGREE that VICOBA breadth of outreach is good in Kiteto district?

a) Strongly agree( )

b) Agree ( )

c) I don’t know ( )

d) Disagree ( )

e) Strongly disagree ( )
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V. How do you rank the depth of outreach of VICOBA in Kiteto district?

a) Very deep ( )

b) Deep ( )

c) I don’t know ( )

d) Shallow ( )

e) Very shallow ( )

VI. How long does it take to secure the loan since you send your application?

a) 10-20 days ( )

b) 21-30 days ( )

c) 31+ days ( )

VII. Are you satisfied with the provided VICOBA loan services?

a) Yes ( )

b) No ( )

SECTION D: THE INFLUENCE OF VICOBA TO INCREASE OF SMALLHOLDER 

FARMERS’ HOUSEHOLD INCOME IN KITETO DISTRICT, MANYARA REGION

I. What is the intended use of the loan?

a) Consumption ( )

b) Business ( )

c) Both ( )

II. Estimate your income before joining VICOBA ..................................... TZS

III. Now estimate your income after joining VICOBA 

.............................................TZS

IV. How many people depend on you for their wellbeing? ...........................

V. Technology

a) Tractor

b) Ox plough

c) Hand hoe

VI. Types of inputs you use in your farm (tick what you use)

a) Fertilisers

b) Pesticides

c) Seeds

d) Insecticides
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VII. Do you own land you are farming?

a) Yes

b) No

VIII. Do you own any asset?

a) Yes ( )

b) No ( )

SECTION E: CHALLENGES FACING SMALLHOLDER FARMERS IN ACCESSING 

VICOBA LOANS

I. Are micro-credit available to you?

a) Highly available ( )

b) Available ( )

c) I don’t know ( )

d) Un-available ( )

e) Very un-available ( )

II. Tick an appropriate challenges that you face in accessing micro-credit from 

VICOBA. 

S/No
.

What challenges do you face in accessing a loan from 
VICOBA?

Tick 

1 Long procedures in application and processing of loan
2 Accumulation of savings in VICOBA
3 Difficult joining VICOBA
4 Lack of physical collaterals
5 High interest rates
6 Lack of borrowing skills
7 Delays in loan provision 
8 Small amount of loan to poor
9 Licensing and tax
10 Market competition
11 Lack of entrepreneurial skills
12 Rental charges
13 Improper use of loan

THANK YOU FOR YOUR TIME

GOD BLESS YOU
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Appendix B: Interview Guide for Key Informants

i. Can you briefly explain the requirements for VICOBA to be able to access loan in 

your Institution?

ii. Briefly explain the procedures a VICOBA has to follow to get a loan?

iii. How long in average does it to take to complete the procedures and get loan?

iv. What do you say about the amount of loan ad type of their business? Are they 

compatible?

v. Do you think loans help them alleviate their social and economic situation?

vi. What are likely problems VICOBA encounter in accessing loans?



97

Appendix C: Approval Letter for Data Collection
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[bookmark: _Toc397747668][bookmark: _Toc498942339]ABSTRACT

The major objective of this study was to investigate the impact of VICOBA Loans in improving smallholder farmers’ income in Kiteto District, Manyara Region. Specifically the study intended to examine (i) community’s perception towards VICOBA loan services, (ii) The extent that VICOBA has contributed to the access of micro loans among smallholder households, (iii) Contribution of VICOBA in smallholders’ households’ income among VICOBA members, and (iv) Challenges facing smallholder farmers on access of micro loans from VICOBA.

The study involved 100 smallholder farmers who had accessed VICOBA loans. It employed a cross sectional survey design with a mixed research approach. Data were collected from smallholder farmers using a questionnaire and from KIs using an interviews guide. Secondary data were solicited from document analysis. Data were coded, entered in SPSS version 21 for analysis, cleaned, and results were presented in tables, figures and graphs.

The study revealed that smallholder farmers were also involved in different economic activities such as food crops, garments and restaurants. Moreover, cross tabulation of individual and characteristics against smallholder farmers’ perception toward VICOBA have show weak significant difference between individual characteristics and their perception. These differences lies on their age, experience in business, household size, business size, marital status, paid employment and education level. In addition to that, the study found that VICOBA were efficient in provision of loan services.Also the study show that, there was no enough knowledge from members of VICOBA on how to perform well in farming due to saving and access of soft loans which improves their production and increase their income.

However, the study concludes that, although loan provided by VICOBA had no influence on smallholder farmers’ income, But   it has improved their livelihood and helps them out of extreme poverty. The study recommended that the Government need to incorporate VICOBA development model into the National Poverty Reduction Strategy and also review cooperative and microfinance policies.









[bookmark: _Toc498942340]CHAPTER ONE

[bookmark: _Toc498942341]INTRODUCTION

[bookmark: _Toc498942342]1.1 Overview

This chapter comprises the overview of the study, background to the study problem, statement of the Study problem, general objective of the study, specific objectives, and the research questions, significance of study and definition of key terms used in this study.

[bookmark: _Toc498942343]1.2 Background to the study Problem

Globally, microfinance arose in the 1980s as a response to doubts about the capacity of the states or governments to deliver subsidized or cheap credits to poor communities (Haji, 2013; Okiocredit, 2005). During the 1970s, the government provided subsidized credits to low income households because the government and donors assumed that the poor required cheap credits at lower interest rates. This was looked at as a way to promoting socio-economic development and agricultural production by smallholder farmers. In providing these micro credits, donors set up credit unions that were inspired by the Raiffeisen model (Raiffeisen,1864) developed in Germany in 1864 (Haule, 2015; Lucas and Akkaro, 2016). The focus of these co-operative financial institutions was mostly on savings mobilization in an attempt to teach poor farmers how to save (Robinson, 2001).  It is now successfully being implemented by schemes throughout the world; in Asia, Pacific, Africa, Latin America, Eastern and Western Europe (DFS, 2007). Microfinance today is already represented by a dynamic sector. With the banking sector antiquated and unable to respond to emerging needs, microfinance has proved capable of filling the gap by providing transitional support for people needing to enhance their own livelihood. The microfinance sector thus continues to expand and become highly structured (Robinson, 2001; Lucas and Akkaro, 2016). Microfinance institutions have been reported to benefit the poorer men and women in developing countries since their establishment

However, empirical literature is full of inconsistent views on the impact of microfinance on household welfare (Sengupta and Aubuchon, 2008; Ebimobowei, Sophia, and Wisdom, 2012 Okurut, 2014). Evidence by some scholars suggests that microfinance has a positive and significant impact on household welfare. The studies of Parvin, (2012), Agnello and Caramia, (2013), Mago and Cephas, (2014) and Gerli, (2015) showed that microfinance interventions have a vital influence in reducing income poverty and improve standard of living.

Moreover, microfinance can help to minimize the vulnerability to economic risk because it can help the poor to diversify their incomes, make up physical, human and social assets (Austin, 2011), re-establish the base of household in terms of income and assets, particularly after economic shocks and smooth the consumption (Kiiru, 2007; Mago and Mago, 2013; Arouri et al., 2014). On the other hand, another school of thought observed that microfinance has no significant impact on household welfare on account of the high interest rates charged by microfinance institutions, the small loan amounts and the short repayment periods (Diagne and Zeller, 2001; Okurut and Bategeka, 2006; Banerjee et al., 2013 and Okurut et al., 2014), and in some cases borrowers were reported to have been trapped in vicious cycle of debt (Bateman and Chang, 2010). 

Saving and credit societies were found to be important to Tanzania since independence. In 1961 the government of Tanganyika pointed out major three development enemies of the country including ignorance, disease and poverty (Nyerere, 1968). Unfortunately, all these enemies were found relatively more prominent in the rural areas than in urban part (Haule, 2015). It therefore directed the efforts of the government to the rural areas. These efforts have been done through establishment of micro cooperatives like Village Community Bank (VICOBA) which are microfinance Institutions with self-help groups.

The VICOBA model was formed specifically to economically empower the poor to enhance their livelihood strategies (Bakari et al. 2014). Members decide themselves who is to join them in the five units groups (collateral or pressure groups) and which unit group should join each other to make a VICOBA group of 30 members. The members come together and register, set days, place and time for meetings. The groups also establish group rules and regulations, agree on the amount of money or resources to be contributed as savings/shares and seek support form VICOBA which has limited coverage and planned on how they can go about the problems they are facing (SEDIT, 2008; Kitomari and Abwe, 2016). 

Members of VICOBA command all group operations in their own way. They contribute their shares and social protection amounts on weekly basis. After 14 to 16 weeks of training, they take loans to support already identified relevant and realistic projects. For the first few months they take short term loans of three months. Later when they have gained competency in entrepreneurship skills they take long term loans of six months. Each loan is returned to the group basket with added value. This kind of operations, as it is in many other microfinance institutions, is highly praised to reach many unreached poor and facilitate their access to financial services, and hence improves livelihood activities of millions of urban and rural households. Despite this, still most of VICOBA fail and collapse at the infant stage while they have same goals and objectives.





In Tanzania, VICOBA was originally adopted from Niger, in West Africa, where they were popularly known and adopted as “Mata Maso Dubara” (MMD) which roughly translates as ‘women on the move’ (Lucas and Akkaro, 2016). The MMD model was initiated in Tanzania in 2000 with the aim of empowering less privileged people in both urban and rural settings. This lending model was firstly introduced in Zanzibar through CARE Tanzania, in year 2000 and later adopted by other conservation and community livelihood support projects in Pemba Island and Tanzania mainland. Village Community Bank in Tanzania has reached the grassroots communities as from scope survey done in 2011. The survey revealed that, up to 27.9% of the rural communities who were initially un-served became served by informal financial institutions such as VICOBA, Rotating Savings and Credit Association (ROSCAs), and Village Savings and Loan Associations (VSLAs) (URT, 2009; Lucas and Akkaro, 2016). 

The main aim of forming VICOBA was to unite the  small holder farmers and those people with low income who are majority in Tanzania (Wangwe, 2004; URT, 2009; Manongi, 2013) and most of them found in rural areas (Ahlen, 2012; Haji, 2013; Girabi and Mwakaje, 2013). The main objective of this project is to support government efforts to raise the income of citizens and eliminating poverty (Grant et al., 2002; Magali, 2013). Through VICOBA, the group members are expected to save and share the financial and technical resources. .

Village community banks started in Kiteto in 2008, initiated by SEDIT and Orgut through a project called Land and Agricultural Management Programme (LAMP). The SEDIT created VICOBA groups containing 25 to 30 members for each group, who were provided with trainings to build capacity of members to manage their projects (SEDIT, 2008). There are more than 80 VICOBA groups in Kiteto with 2209 members and a total capital of 539,313,487 TZS by 2011 (SEDIT, 2011). For a long-time, provision of micro credit services to smallholder farmers have been hindered by lack of collaterals for small farmers (Magali, 2013). Most smallholder farmers nowadays have village banks from which members borrow small loans (SEDIT 2008; SEDIT, 2011). Therefore if the smallholder farmers especially members of the village bank, had accessed small loans and had been provided with training in business skills they will be able to utilize the loans efficiently and increase their agricultural production and hence income. However, most smallholder farmers have been constrained with low production and low income (Haule, 2015) though the area is endowed with enough fertile arable land, diverse climatic zones and plenty of water sources (Hillbur and IITA, 2013). 

Therefore, this study was intended to fill the gap by analysing the impact of VICOBA in improving access to microcredit among smallholder farmers of Kiteto District Council in Manyara region.

[bookmark: _Toc498942344]1.3 Statement of the Study Problem

There is much about Microfinance (VICOBA) in Tanzania, however, the impact of VICOBA Loans in improving smallholders’ farmers’ income is not yet organized. Evidence shows that microfinance (VICOBA) in rural areas is increasing (Ahlen, 2012) from 3.3% in 1996 to 7.2% in 2003 (Semboja, 2004), slowed down then picked up to 11.3% in 2009 (BOT, 2009). Despite efforts of micro financing, more people are still living with poverty in the rural areas. In Tanzania over 80% of 17 million people who live below poverty line are in the rural (Wangwe and Lwakatare, 2004; EEA, 2009). The main aims of VICOBA are to unite the rural people and enable them save and share financial and technical resources to improve the social and economic status of the members. In this line of thinking, VICOBA enables members to get soft loans by paying small interest rate which is taken as income to the group members. However, it is difficult for VICOBA members to access sufficient loans for buying agricultural inputs (DFS, 2007). However, studies show that VICOBA are helpful to the community both socially and economically (Kihongo, 2005; Mkombe 2005; Haule 2015).

Therefore, as the contribution of VICOBA in wellbeing among small holder farmers remain deficient, this study analyses the VICOBA’s impact on improving access to micro loans on the improvement of income of smallholder farmer’s at Kiteto District in Manyara region in order to fill this gap in knowledge and improve microfinance institutions, VICOBA, and their operations.

[bookmark: _Toc498942345]1.4 Objectives of the Study

[bookmark: _Toc498942346]1.4.1 General objectives

The main objective of this study is to investigate the impact of VICOBA loans in improving income of smallholder farmers in Kiteto District, Manyara Region.

[bookmark: _Toc498942347]1.4.2 Specific objectives

i. To examine community perception towards VICOBA loan services

ii. To assess the extent to which VICOBA has contributed to the access of micro loans among smallholder households.

iii. To determine the contribution of VICOBA in smallholder farmers’ income among VICOBA members.

iv. Explore the challenges facing smallholder farmers during borrowing from VICOBA.





[bookmark: _Toc498942348]1.5 Research Questions

i. What is the perception of community towards VICOBA?

ii. To what extent VICOBA contributes to access of micro-credits among smallholder households?

iii. What is the contribution of VICOBA in smallholders’ household income among VICOBA members?

iv. What are the challenges facing smallholders during borrowing from VICOBA?

[bookmark: _Toc498942349]1.6 Significance of the Study

The findings of the study contribute to knowledge on the importance of engaging in VICOBA. The findings of the study also inform both governmental and nongovernmental institutions on better techniques of operating VICOBA, also the research findings will beneficial to Kiteto District Council to enable them  provide useful information for ongoing operations of VICOBA in the district. Also the study findings increase awareness to community and other stakeholders available in the area on the situation of VICOBA that can increase positive action towards strengthening the group. The current study is useful to cooperatives officers, community development officers and other agents of change of rural communities. Furthermore, the findings provide useful knowledge to policy makers and other implementers on the contribution of VICOBA in relation to the wellbeing of smallholder farmers.

[bookmark: _Toc498942350]1.7 Scope of the Study

This study was conducted in Kiteto District. It concentrated on the contribution of Village Community Banks in improving access to micro loans among smallholder farmers in the district. It specifically looked on peoples‟ perception toward VICOBA; the extent that VICOBA has contributed to the access of micro loans among smallholder farmers, the contribution of VICOBA in smallholder farmer’s income among VICOBA members and the challenges facing smallholder farmers among VICOBA members. Respondents were drawn from within the District especially VICOBA members.

[bookmark: _Toc498942351]1.8 Summary

 This chapter explained how VICOBA are implemented in order to improve the smallholder farmer’s income. Moreover, the chapter discussed the importance, advantages and disadvantages of VICOBA and the challenges facing smallholder farmers during the access micro credit. 





[bookmark: _Toc498942352]1.9 Organisation of the Thesis

This thesis is organized into five chapters, with chapter one providing the background information, statement of the problem, study objectives and significance. In addition, it delineates the study limitation and describes the organization of the thesis. The second chapter concentrates on theoretical issues underpinning the rural finance in developing countries. It reviews the relevant literature, and provides a conceptual framework for analysis of rural finance. Moreover, the chapter discusses the development of the financial sector in historical context. The chapter also discusses issues of regulation and supervision of the commercial banks and financial institutions. On the other hand, the third chapter presents a profile of the study area and describes the study methodology. Chapter four provides the analysis of the financial structure under the market economy and its impact on rural livelihoods. Finally, chapter five presents summary and main conclusions of the study. In addition, it identifies policy recommendations and areas for further research.
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[bookmark: _Toc427588826][bookmark: _Toc118358565][bookmark: _Toc118359013][bookmark: _Toc118359093][bookmark: _Toc498942355]2.1 Overview

[bookmark: _Toc427580273][bookmark: _Toc427588827][bookmark: _Toc118358566][bookmark: _Toc118359014][bookmark: _Toc118359094][bookmark: _Toc407955681]This chapter consists literature review of relevant information reviewed to the study which includes theoretical and empirical literature review, conceptual frame work, definition of key terms and concepts which were used in this study.

[bookmark: _Toc427588828][bookmark: _Toc118358567][bookmark: _Toc118359015][bookmark: _Toc118359095][bookmark: _Toc498942356]2.2 Theoretical Review

[bookmark: _Toc498942357]2.2.1 Definition of terms and concepts used in this study

[bookmark: _Toc498942358]2.2.1.1 Microfinance

Microfinance, according to Otero (1999, p.8) is “the provision of financial services to low-income poor and very poor self-employed people”. These financial services according to Ledgerwood (1999) generally include savings and credit but can also include other financial services such as insurance and payment services. Schreiner and Colombet (2001, p.339) define microfinance as “the attempt to improve access to small deposits and small loans for poor households neglected by banks.” Therefore, microfinance involves the provision of financial services such as savings, loans and insurance to poor people living in both urban and rural settings who are unable to obtain such services from the formal financial sector.

[bookmark: _Toc498942359]2.2.1.2 Microcredit

Sometimes, the terms microcredit and microfinance are often used interchangeably, but it is important to highlight the difference between them because both terms are often confused. Sinha (1998, p.2) states “microcredit refers to small loans, whereas microfinance is appropriate where non-governmental organisations (NGOs) and MFIs supplement the loans with other financial services (savings, insurance, etc)”. Therefore microcredit is a component of microfinance in that it involves providing credit to the poor, but microfinance also involves additional non-credit financial services such as savings, insurance, pensions and payment services (Okiocredit, 2005). In this study, the concept of microcredit will be limited only to small loans given to smallholder farmers

[bookmark: _Toc498942360]2.2.1.3 Microfinance Institution

The definition of a microfinance institution is also wide, CGAP defines it as “an organization that provides financial services to the poor” (CGAP 2012), but furthermore it is also common that MFIs provide non-financial services like social intermediation, for example training and education about finance, cooperatives and group formation (Ledgerwood 1999:1, Bee 2007:153).

[bookmark: _Toc498942361]2.2.1.4 Smallholder Farmers

Smallholder farmers are defined as famers cultivating average farm sizes of between 0.9 hectares and 3.0 hectares using traditional cultivation methods with only 10 % average use of a tractor and production is determined by rainfall (Haule, 2015). Tanzania depends on agriculture, which is predominantly smallholder and subsistence in nature, marked by backward technology and low use of modern inputs. 

[bookmark: _Toc498942362]2.2.1.5 Village Community Banks (VICOBA)

According to ORGUT-SEDIT (2008) phrase “Village Community Banks” (VICOBA) are referred to informal village based savings and credit group which are mainly based on lending scheme with a focus on fostering participant’s ability to innovate and manage viable income generating activities through entrepreneurship training in this study, therefore (VICOBA) are taken as a unity of people who have voluntarily decided to put their resources together in a same pool in order to solve their common and individual socio-economic problems.

[bookmark: _Toc498942363]2.2.1.6 Poverty Reduction

Poverty reduction is a set of measures, both economic and humanitarian, that are intended to permanently lift people out of poverty (The Concise Oxford Dictionary of Current English, 1982). 

[bookmark: _Toc498942364]2.2.2 Transaction Cost Theory

The theoretical frame work for this study was based on transaction cost theory. Transaction cost approach to the theory of the firm was created by Ronald Coase (1937) in his article, the transaction cost can be conceptualized as a financial cost incurred in credit delivery. Transaction cost theory is a part of corporate governance and agency theory. It is based on the principle that costs will arise when you get someone else to do something for you .e.g. directors to run the business. 

Transaction cost theory is an alternative variant of the agency understanding of governance assumptions. It describes governance frameworks as being based on the net effects of internal and external transactions, rather than as contractual relationships outside the firm (i.e. with shareholders).









	External transactions	
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          Sources: Own formulation based on Literature review

 From the above figure show transaction costs, which occur when dealing with another external party, it include (i) Search and information costs: to find the supplier. (ii) Bargaining and decision costs: to purchase the component.  (iii)Policing and enforcement costs: to monitor quality IFAC (2012).

 In VICOBA borrower and the lender bear some costs which is relevant to the Transaction theory as stated above, in the figure above it show that there cost of searching and information, bargaining and decision, policing and enforcement. during and after the disbursement of loan. The cost incurred by the lender include; cost of searching for funds to loan, cost of designing credit contracts, cost of screening borrowers, assessing project feasibility, cost of scrutinizing loan application, cost of providing credit training to staff and borrowers, and the cost of monitoring and putting into effect loan contracts.

On the other hand, the borrowers that is micro and small enterprises (MSEs) forth is case may incur cost rang in from cost associated in screening group member (group borrowing), cost of forming a group, cost of negotiating with the lender, cost of filling paper work, transportation to and from the financial institution, cost of time spent on project appraisal and cost of attending meetings, etc (Bhatt and Shui-Yan, 1998). The parties involved in a project determine the transaction cost rate. They have the sole responsibility to reduce the risk they may come across (Swtiglitz, 1990).This theory is relevant to this study, based on the cost incurred when VICOBAs are formed and their business run.

[bookmark: _Toc498942365] 2.2.3 The Theory of Empowerment

 Empowerment theory states that an ongoing change is a process that involves self determination through the making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 2005). Poor people’s economic empowerment should be defined as “having access to and control over the means to make a living sustainable and on long term basis, and receiving the material benefits of this access and control (Carr 2000, and Mosedale 2005). It has been argued that for a poverty reduction, intervention like microfinance to engender change, it should contribute to the poor’s sense of independence, rather than simply meeting survival needs” (Kabeer, 2005). This may enable the poor to make choices that act against structures or individuals that draw back the pursuit of their interests and potentials. Relevant to this study, the theory of empowerment provided the analytical tools to examine how smallholder farmers’ access to microfinance programmes and their participation in income generating activities have served them.

Power play is ever-present in daily household relationships but power is most of the time concealed making it quite difficult to isolate for exploration (Kabeer, 2005). Hence, a person may be dispossessed of power without being conscious of it. Empowerment can be said to be an ongoing change process that involves self determination through the making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 2005). Theory is applicable at case study in the sense that VICOBA became an influence in improvement income of smallholder farmers at Kiteto district. Model which explain the theory are explained below.

[bookmark: _Toc498942366]2.2.3.1 Poverty Alleviation Model

This theory focused on developing sustainable livelihoods, community development and the provision of social services. The main targets for poverty alleviation model are the smallholder poor and poorest farmers. Based on poverty reduction, development pioneers have argued for more smallholder farmers to be involved in microfinance programmes because poverty is not only higher among rural communities but that they bear greater responsibility for the welfare of the country for food and raw material production (Mayoux 2002). Usually, the provision of microfinance to the poor or poorest is for consumption and productive activities (Nourse 2002). Therefore, subsidized microfinance schemes are therefore viewed as crucial in order to help more smallholder poor farmers to meet their consumption and productive needs. These models underpin the policies and programmes of different MFIs and their outcomes on participants.

[bookmark: _Toc498942367]2.2.3.2 Financial Sustainability Model

With regard to financial sustainability paradigm, Mayoux (2002) noted that microfinance for empowerment has an individualistic focus. Therefore, the goal of any empowerment intervention should expand individual choices for self-reliance. The financial sustainability model assumes that a smallholder farmer’s access to microfinance schemes automatically increases their economic power and well-being, which eventually leads to their social and economic empowerment. At the microfinance institutional level, the financial sustainability model focuses on profitability and financial self-sustainability. For the MFIs to attain their financial sustainability goals, they target mainly the un-bankable poor but not the poorest. Again, in order to maximize profits the VICOBA use a group methodology to reach out to smallholder farmers in order to reduce the cost of programme delivery. 

[bookmark: _Toc495239516]Figure 2.1: Financial suitability Model
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The financial suitability model show how VICOBA runs social initiative in the following three areas the micro loan programme for developing small business initiatives on a personal level. Financing companies that through their businesses generate a significant improvement in their Social environment, support projects. The financing of projects is currently achieved using the Foundation’s own funds, donations from friendly companies and the yields from the two funds. Our aim is to increase the size of the funds so that the yield on them is enough to finance all the projects in which we are involved, therefore guaranteeing the long-term financial sustainability of the VICOBA.

The econometric model was used to measure the impact of VICOBA on smallholder farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4,) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+ iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6  = coefficients to be estimated. 

X = Inputs) Include loans, capital, interest

[bookmark: _Toc498942368]2.2.4 The Theory of Empowerment

 Empowerment theory states that an ongoing change is a process that involves self determination through the making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 2005). Poor people’s economic empowerment should be defined as “having access to and control over the means to make a living sustainable and on long term basis, and receiving the material benefits of this access and control (Carr 2000, and Mosedale 2005). It has been argued that for a poverty reduction, intervention like microfinance to engender change, it should contribute to the poor’s sense of independence, rather than simply meeting survival needs” (Kabeer, 2005). This may enable the poor to make choices that act against structures or individuals that draw back the pursuit of their interests and potentials. Relevant to this study, the theory of empowerment provided the analytical tools to examine how smallholder farmers’ access to microfinance programmes and their participation in income generating activities have served them.

Power play is ever-present in daily household relationships but power is most of the time concealed making it quite difficult to isolate for exploration (Kabeer, 2005). Hence, a person may be dispossessed of power without being conscious of it. Empowerment can be said to be an ongoing change process that involves self determination through the making of choices that can improve a person’s wellbeing (Kabeer, 2005; Mosedale, 2005). Theory is applicable at case study in the sense that VICOBA became an influence in improvement income of smallholder farmers at Kiteto district. Model which explain the theory are explained below.

[bookmark: _Toc498942369]2.2.4.1 Poverty Alleviation Model

[bookmark: _Toc407955679]This model focused on developing sustainable livelihoods, community development and the provision of social services. The main targets for poverty alleviation model are bases on  smallholder farmers, Based on poverty reduction, development pioneers have argued for more smallholder farmers to be involved in microfinance programmes because poverty is not only higher among rural communities but that they bear greater responsibility for the welfare of the country for food and raw material production (Mayoux 2002). Usually, the provision of microfinance to the smallholder farmer is for consumption and productive activities (Nourse 2002). Therefore, subsidized microfinance schemes are therefore viewed as crucial in order to help more smallholder farmers to meet their consumption and productive needs. These models underpin the policies and programmes of different MFIs and their outcomes on participants.





[bookmark: _Toc495239517]Figure 2.2: Poverty Alleviation Model
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The model explains how VICOBA’S loans improve income as well as alleviate poverty, relevant to this study. VICOBA Issued a loan which used to buy some inputs such as fertilizers which lead to high production, hence improve income and alleviate poverty.

The econometric model was used to measure the impact of VICOBA on smallholder farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, ) 

Q = a + b 1X1 + b2 X2 + u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6  = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticide X2 = loans











[bookmark: _Toc498942370]2.3 Empirical Review 

[bookmark: _Toc498942371]2.3.1 Origin and Geographical Coverage of VICOBA in Tanzania	

SEDIT, CARE and WCRP can be referred to as the pioneers that introduced the VICOBA concept and its acronym in September 2002 and borrowed from the experience of CARE international in Niger, West Africa in 1991. The model is popularly known as “Mata Masu Dubara”(MMD) and is based on the Hausa dialect or vernacular for women in a course to emancipate themselves from poverty. In Mozambique it is known as OPHIVELLA, in Uganda JENGA and Zanzibar JOSACA all of which are CARE international found acronyms with modifications suiting local demands (Kihongo 2005; URT, 2009; Ngalema 2013). There is evidence that VICOBA concept was firstly introduced in Zanzibar before spread to other parts of the United Republic of Tanzania (Ahlen, 2012). 

The adoption of VICOBA is based on its suitability and effectiveness in catalyzing developmental initiatives (Ngalema 2013). The VICOBA model starts at the bottom with collateral groups of five members getting together by forces of social economic discipline and acceptability to form a large group of 30 people. The groups formed are then registered and facilitated to make their own bank and training activities schedule. Intensive training lasting for up to sixteen weeks is conducted. Skills in inter and intrapersonal discipline in production, saving, spending and behavioural transformation is provided in a proper way (URT, 2009). Based in the mode of operation, the micro-finance policy and poverty, VICOBA Scheme has proved to be a very effective to the low income communities where it operates with very little cost and can easily be integrated to other development initiatives and give better results within a short period (Ngalema 2013). 

Since its inception, VICOBA concept is now adopted in every corner of the country, and it is reported that there are more than 1876 groups operating with 280members(URT,2009). Data shows that since 2006 approximately 30 billion TZS has been collected from their own income as revolving fund for the groups (URT, 2009; Ngalema 2013). The model is based on elements that promote creativity; ownership and sustainability of community invented income gaining activities that are also gender sensitive. A projection by SEDIT (2010) shows that it is 100% cost effective to launch VICOBA project in Tanzania. However, only 0.4% of people surviving below poverty line have accessed the VICOBA facilities and as pointed earlier almost a negligible proportion of Tanzanians are served by the facility. Based on the above observation the micro-finance industry in Tanzania is still evolving and generally, there has been on increasing trend in performance of the VICOBA in Tanzania for both outreach and financial indicators since 2002 (Ngalema 2013). 



[bookmark: _Toc498942372]2.3.2 Organisation and foundation of VICOBA

The internal group structure of the groups is made of 30 members each, including the chairperson, secretary, treasurer, money counters, key holders and discipline master. Jointly, they ensure groups survival and attainment of the goal. They carry out the overall supervision of the group in view of the procedures guiding management of shares, loan management, and discipline. The chairperson’s responsibility is to ensure joint of the group while the supervision of the group’s bank is responsibility of the secretary. Collection of the shares, custody of the credit kits and overseeing the functions of the group’s bank account, the treasury and money counters they count money after collection from different contributions. The key holders are responsible for ensuring the safety of the keys of the credit kits and opening and closing the kits during and after contribution exercise. The locked credit kit has three padlocks and three members are entrusted as key holders. It is done in this way to reduce the risk of one person opening the box without the permission of others (SEDIT, 2010; Ngalema 2013). Lastly, the discipline master role is that of overseeing adherence to the rules of the groups. 

In addition to the above official, group trainers provide overall guidance to the group, and, in collaboration with the chairperson, ensure group cohesion which is important for the group’s survival. Group members are required to attend weekly meetings as decided by the group. Moreover, every group has the cycle decided by the group of about 12-18 months. After a certain period funds accumulated are pooled together for few individuals to get loans equivalent to the total contribution made. At the end of the circle dividends are shared among group members, this is usually after twelve or fourteen months and the whole process of saving and borrowing starts again (SEDIT, 2010; Ngalema 2013). Therefore, the group leadership team in VICOBA is democratically elected from among the group members and serves voluntarily; this makes the leaders win the members’ trust, respect and commitment to obeying their instructions. Moreover, what they plough back to the group remains own (group) members money.

[bookmark: _Toc498942373]2.3.3 Differentiating VICOBA from SACCOS and other microfinance institutions 

There are different types or forms of microfinance suppliers and their main dissimilarity lays in the legal structure. All microfinance institutions can be divided into formal, semi-formal and informal categories. Both formal and semi-formal institutions are registered and subject to banking laws, regulations and procedures, unlike the informal institutions which are not under any law at all and not registered. Among semi-formal MFIs are credit unions and cooperative banks, savings and credit cooperatives, i.e. SACCOS, and sometimes NGOs, while self-help groups, local moneylenders, NGOs and rotating savings and credit associations (ROSCAS) are informal MFIs (Ahlen, 2012). 

Kihongo (2005) underlines that; the vital dissimilarity between VICOBA and SACCOS or other forms of microfinance is mainly around beneficiaries of the interest charged (returns on investment or capital booster). VICOBA charges low interest rates of 5-10% and this is normally decided by the members, while traditional micro-finance institutions (MFIs) are commercially oriented charging high interest rates (17-25%) for their credit, hence unaffordable by the poor (SEDIT, 2010; Ahlen 2012; Ngalema 2013). In the other forms as in all profit motivated financial institutions the interest is derived from the borrower and flows to the lender to meet operation costs such as salaries, cost of utilities and also investment returns. In this view, it reduces the capacity of the micro-finance schemes to meet the social objective of poverty alleviation as it extracts resources from the poor which would have otherwise been utilized to improve their welfare. 

Moreover, Begasha (2011:23) adds that the main difference between the VICOBA model and the well-known Grameen model is how they use the interest rate. In Grameen model the interest rate goes to the lender to cover operational costs while in VICOBA the interest rate is to increase the capital to be able to provide bigger loans and at the end of the circle the interest rate is usually divided between the members together with savings and give the members a profit. Kihongo (2005) observe that VICOBA model as compared to other MFIs, recycles this investment returns to enable participants take bigger loans in the future. At the end of each cycle the total returns in investments is distributed to each member as dividends according to each person's current share capital investment. 

Therefore, against this above background, members of VICOBA stand to benefit more as compared to accessing loans from formal financial institution which charge high interest rate. The interest rate to the loan, are set at a lower rate, improving the capacity of the members to remain in the groups, and enable them to retain portion of earned incomes good enough to improve not only their life circumstances, but also (individual) savings and investments. VICOBAs are groups of maximum 30 people that meet regularly, usually once per week, to save shares in the VICOBA and give loans to the members. Among the 30 people there is one chairperson, one secretary and one accountant. The members within the group are divided into sub-groups of five people to work as each other referees when someone wants to take a loan, which together with the savings works as a collateral instead of other assets. VICOBAs are, as mentioned above, informal and not regulated or controlled in any governmental act or policy and the VICOBAs form their own rules and regulations. 





[bookmark: _Toc498942374]2.3.4 Strength of VICOBA 

i. VICOBA is a financial entity which is fully owned by the target communities. The management costs are all taken care of by group members alone under voluntary basis. It is less cost in its management activities. 

ii. VICOBA is a scheme that can easily be accessed by all the poor at the grassroots. Unlike SACCOS in which some of those below poverty line fails to qualify as shareholders. In VICOBA it is different because share values are planned by group members themselves. 

iii. VICOBA scheme can be used to address other social evils such as Diseases and environmental destruction. 

iv. VICOBA scheme is fully down-top (or bottom-up) in terms of decision making, planning, implementation and ownership. This guarantees sustained economic evolution in line with MKUKUTA strategy.

[bookmark: _Toc498942375]2.3.5 Contribution of VICOBA in Improving Smallholder Farmers’ Income

At a national level an adequate level of income is a necessary condition for poverty reduction but it is not sufficient to ensure access to food for all people at all times. Access to food is governed by income and purchasing power. This exists for strategies at household levels to improve their livelihood. The effectiveness of rural microfinance institutions (RFIs) in reducing poverty can be accessed through three criteria. Coverage of the poor and financial needs fair access for disadvantaged group e.g. women and landless, financial viability and long-run sustainability (Zeller et al., 1996). Research conducted by India’s Integrated Rural Development showed great success of VICOBA in increasing the income of large numbers to stallholder farmers’ households. Also, Hossain (1998) found out that more than 90% of the Grameen Bank (GB) rural clienteles enjoys a living standard that is higher than prior to participation in the Grameen Bank. In the Grameen Bank members had a 40% higher income than comparable population groups in non-Grameen Bank villages.

Another financial innovation practised in Zimbabwe by Savings Foundation of Zimbabwe found out collective savings mobilisation and agricultural productivity of its clienteles. A part of the group members’ accumulated savings is converted into its productive inputs that are bulk-ordered through the foundation. About 97% of the group members were poor rural women. Under the foundation they can acquire new skills, improved housing and become financially more independent (Berger, 1989: World Bank 1990). Improved agriculture productivity and financial liquidity is crucial to enhance smallholder farmers’ welfare. Other studies conducted in Mali, Gambia and ACCION international in Latin America had demonstrated the potential contribution of the RFIs in raising the productivity and income of the poor in the rural areas.

[bookmark: _Toc498942376]2.3.6 Perception of the Community toward VICOBA

Worldwide, academicians and clients view microfinance as a paradigm shift and ray of hope for poor (Gilal, 2011). Microfinance institutions are able to make significantly positive impact on the poverty level of their clients (Roy, 2014). Now day’s people’s outlooks are changing towards borrowing for their livelihood activities. Before 20th century people hesitated to borrow money for his/her own purpose. According to Roy (2014), found out that community perception about microfinance is good as they see VICOBA as their engine out of poverty and oppression. It also finds out that microfinance plays significant role in their life. The study also covers the perception of females which is extremely contrary to males in terms of “in what ways microfinance helps them”.

Additionally, Long (2009) examined perceptions of microfinance within the community of those who work with or are influenced in some way by microfinance institutions in Yaounde Cameroon. Furthermore, the project focuses on the ways in which these perceptions affect the institutions, the actions of the institutions amidst and in response to these perceptions, and to what extent these actions have a positive effect on the community and the firms themselves. Also the study examined to a certain degree the relationship between the two main goals of category two and category three microfinance firms: specifically, the fulfilment of social goals such as poverty alleviation and financial success. He found that the community has positive attitude toward MFIs as the tool to lift poor from hopeless situation. Responding to these perceptions MFIs extend their services and increases the depth of their outreach to the poorer.

According to Ugiagbe (2014), community in Nigeria perceive VICOBA negatively. He found this when conducted a survey study of the perception of the services of micro finance institutions by the female service users in south-south, Nigeria. The study examines the perceptions of the services of the micro finance Institutions by the service users, and how the services of MFIs affect businesses of the beneficiaries of the micro credit loans. The result reveals that the poor services and attitude of officials of MFIs and other problems like the regressive tax regimes, harsh economic climate and patriarchy are negatively affecting the business ventures of the loan beneficiaries. The beneficiaries are groaning under the burden of loan. This study is applicable in the context of social policy development at this time when social services delivery is not only poor but at dismal level. It is critical to social work practice in the context of advocacy, empowerment programs, facilitating and initiating service delivery and Community organizing by social workers that will enhance the war against poverty and other social impediments in Nigeria.

Moreover, De Goey (2012) conducted a study in Dar es Salaam, Tanzania “social impact of microfinance: what changes in well-being are perceived by women group borrowers after obtaining a group loan?”. The perspectives of four women groups from the Dar es Salaam Region, Tanzania were included in understanding the local definition of well-being, the developments in their lives and the changes in well-being they have perceived. The results show that the group loans may contribute to positive changes in the well-being of women, but these changes cannot be attributed to the loans alone. The changes in well-being caused by the loan intertwine with other factors like group dynamics and family life; therefore the results need to be interpreted considering the specific context. Furthermore, the results show that the changes in well-being are not necessarily related to an increase in income, thus contesting the assumptions on which microfinance is based. 

[bookmark: _Toc498942377]2.3.7 The extent VICOBA contributes to the Access of Micro Loans

Research about VICOBA is enormous worldwide. Some researchers propose that VICOBA improves smallholder poor farmer’s access to micro loan in the rural areas (Mosley, 2011; Mago and Cephas, 2014; Gerli (2015). However, there is also no shortage of studies that curses MFIs (Banerjee et al., 2013 and Okurut et al., 2014).  For instance, Amin (2003), found that while microcredit is successful in reaching the poor, it is less successful in reaching the vulnerable, especially the group most prone to destitution (the vulnerable poor). They concluded that the access of micro-credit to smallholder farmers in Bangladesh is not as efficient as expected due to huge reforms of the financial sector. 

Also, AGRA-FISFAP (2015) conducted a study in three African countries and found that across SSA agriculture is a critical sector that contributes 20–30% of GDP, employs 60–85% of the population, yet usually attracts less than 5% of domestic lending. The vast majority of smallholder farmers have difficulty obtaining appropriately structured financial services to meet their needs, which comprise a combination of short-term working capital, medium-term equipment financing, and longer-term capital investments, savings products, and risk management products. VICOBA have tried to smooth the situation but still the problem persist (SEDIT, 2011).

In Tanzania several studies has been  done on  microfinance institutions service, one of the researcher who have done research on MFI service is Chijoriga (2008) who 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. It was observed that, 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. According to Tanzania National Council for Financial Inclusion (2016), the level of informal financial access in the rural areas is 8.5 percent compared to 23 percent in the urban areas and totally excluded rural population is 60 percent compared to 45 percent in urban areas. Moreover, according to the geospatial census of financial access points conducted in 2012, and based on latest population census only 30% of the Tanzanian population live and transact within a 5km distance of a financial access points.

On the contrary, Anyelwisye (2007), found that VICOBA play a significant role in improving the conditions of smallholder farmers. This is because they not only help the smallholder farmers accessing financial services and invest in income generating activities but also they enable such individuals to solve fundamental problems in their families. Additionally, Ngalemwa (2013) aimed at identifying factors influencing VICOBA activities in alleviation of income poverty; identifying major challenges facing community participation in VICOBA activities; examining the effectiveness of VICOBA in alleviation of income poverty and determination of the community‟s attitude towards VICOBA. Results show that most of VICOBA members joined the scheme in order to access credit and they acknowledged to have benefited as per their expectations. Also Dean (2011), Todaro and Smith (2012) Okibo and Makanga (2014), Sengupta and Aubuchon (2008), Ebimobowei, Sophia, and Wisdom (2012) and Okurut (2014) found the similar results.

[bookmark: _Toc498942378]2.3.8 Contribution of VICOBA’s Micro-Credit to Smallholder Farmers

According to Mosley (1999), microfinance makes a considerable contribution to the reduction of poverty through its impact on income and also has a positive impact on asset level. But the mechanism through which poverty reduction works varies between institutions. Generally, institution that give, on average, smaller loans reduce poverty much more by lifting borrowers above the poverty line, whilst institutions giving larger loans reduce it much more by expanding the demand for labour amongst poor people.

Nichols (2004) used a case study approach to investigate the impact of microfinance up on the lives of the smallholder poor famers in the rural China and found that the participation of smallholder farmers in MFI program had led to positive impact in their life. Their income have increased, spending on educational and health have increased hence improved their standard of living and also women have benefited out of this program. There were visible sign of higher wealth level within the village.

In additional to that, Gyamfi and Ampofo (2014) examined the effect of microfinance credit on community farmers in the Upper Denkyira East Municipality of Ghana. The study used the mixed approach research technique. Both qualitative and quantitative research methods were used for the study. The study established that the interest rates are high for the community smallholder farmers to deal with and farmers were negatively affected by the high interest rates being charged by the banks. The study concluded that microfinance credit has made a significant effect on the economic life of community smallholder farmers to increase their farms and yields. 

Moreover, Hulme and Mosley (1998) found evidence of a trade-off between reaching the very poor smallholder farmers and having substantial impact on household income. They found that MFIs programmes that targeted higher-income households (those near the poverty level) had a greater impact on smallholder farmer income. Those below the poverty line were not helped much and the very poorest were somewhat negatively affected. The poorest tended to be more averse to risk-taking. They also used their loans for working capital or to maintain consumption levels rather than for fixed capital or improved technology. Since, micro credit programmes typically require loan repayment on a weekly basis; some critics argue that repayment comes from selling assets rather than from profits of micro-enterprises.

There have been considerable studies in Tanzania that targeted to find out the impact of microfinance on poverty alleviation in Tanzania (Kessy and Urio, 2006; Mhunzi, 2012). A study conducted by Girabi and Mwakaje (2013) with the objective to investigate the impact of microfinance on agricultural productivity by smallholder farmers in Tanzania the case study of Iramba District. A total of 98 respondents were selected randomly from credit beneficiaries (CB) and non-credit beneficiaries (NCB). The collected data were analyzed through descriptive statistics and multiple regression analysis. Findings revealed that, CB realized high agricultural productivity compared to the NCB respondents. This is partly because the CB was relatively better in accessing markets for agricultural commodities, use of inputs and adoption of improved farming technologies. The major factors hindering smallholder farmers’ access to credit were reported to be lack of information, inadequate credit supply, high interest rates and defaulting.

Similarly, a study by Ahlen (2012), shows that VICOBA and SACCOS have positive impacts on smallholder farmers’ socio-economic situation. The results show that it helps to meet consumption needs, pay school fees, run small businesses, increase and diversify the income and the majority also believes that it can be a useful tool for poverty reduction. However, it doesn’t lead to poverty reduction automatically, it depends on how the loans are used and this study identifies several obstacles for SACCOS and VICOBA to be more effective and contribute more to poverty reduction. The main obstacles found are low repayment status, lack of capital and lack of education in both entrepreneurship and how these VICOBA operate. Anyelwisye (2007) conducted a study in Dodoma Rural and Kongwa districts both from Dodoma region and the number of respondents was 160. This study aimed at examining the impact of VICOBA Loans in improving income to smallholder farmers. The paper focused on VICOBA beneficiaries to know whether the credit provided have helped them to improve their income and the extent to which that has been done. The findings revealed that the micro credits have impacted the activities and lives of beneficiaries in several positive ways as follows; owning valuable assets, household expenditure on basic needs, incomes from farm and off-farm activities, and house ownership, toilets and utilities. 

[bookmark: _Toc498942379]2.3.9 Challenges Encountered by Smallholder Farmers during Borrowing Process

According to Fatchamps (1997), small entrepreneurs cannot invest in new equipment and machinery, and it becomes difficult to reach out to new markets and products. He further contends that without financial assistance, they cannot cope with temporary cash flow problems, and are thus slowed down in their desire to innovate and expand. The general perception is that access to external finance is critical for poor entrepreneurs, who may never have funds proportional to their ambitions. They also lack collateral, good reference, ability to repay the loan and insufficient income.

It has been widely accepted that without financial assistance, smallholder farmers cannot cope with temporary cash flow problems, and are thus slowed down in their desire to innovate and expand. The general perception is that access to external finance is critical for poor entrepreneurs, who may never have funds proportional to their ambitions. They also lack collateral, good reference, ability to repay the loan and insufficient income (Malamsha and Kimaro, 2014). Moreover, Denanyoh et al., (2013) examined challenges faced by rural entrepreneurs in sourcing micro finance in Ghana. A total of 120 respondents were interviewed out of which 80 and 40 entrepreneurs from Kumasi and Sunyani respectively using convenience sampling. The results confirmed that rural entrepreneurs in Kumasi and Sunyani markets are faced with the challenges in accessing loans from microfinance institutions. 

Girabi and Mwakaje (2013) investigated the impact of microfinance on agricultural productivity by smallholder farmers in Tanzania a case study of Iramba District. Findings revealed that the major factors hindering smallholder farmers’ access to credit were reported to be lack of information, inadequate credit supply, high interest rates and defaulting. Generally, most cited smallholder farmers challenges of accessing micro loans are; long procedures involved in application and long processing, delay in loan disbursement, requirement that a member must have accumulated savings too many requirements, lack of security/ collateral, requirement that one must be a member of a group first, and high cost of acquiring loan, duration of loan, small amounts of loans (Gedion et al., 2015). Also, Kato and Kratzer (2013) found similar results.

In addition, Rweyemamu et al. (2003), evaluated the performance and constrains facing semi-formal financial institutions in providing micro-credit in Mbeya and Mwanza regions. The primary data were collected through a formal survey of 222 farmers participating in the Agriculture Development Programme in Mbozi and the Mwanza Women Development Association in Ukerewe. They found that interest rate is a significant barrier to the borrowing. Also the borrowers cited other problems like lengthy credit procurement procedures and the amount disbursed being in adequate. On the side of institutions, Mbeya and Mwanza credit programme experienced repayment rates, especially in the early years of operation, with farmers citing poor crop yields, low producer prices and untimely acquisition of loans as reasons for non-repayment. 

[bookmark: _Toc498942380]2.4 Sustainable Livelihoods Framework 

This theory state the relationship between smallholder farmer’s income and access to financial services, the theory of Sustainable Livelihoods Framework explained by many authors (Ashley and Carney, 1999; DfID, 2001). Building on the preceding theoretical context, the use of the sustainable livelihoods framework (SLF), as applied by a number of research and development organizations, helps in addressing some of the weaknesses inherent in the agricultural credit paradigm. The framework relates the causes of low income to households’ access to resources and their diverse livelihoods strategies. The framework evolved over years as perceptions on income poverty reduction, how poor people live, and inclusion of structural and institutional issues were changing (Ashley and Carney, 1999:1-7). This theory is relevant to the study on impacts of smallholder farmers in improving income which conducted at Kiteto district.

Today, the concept of household livelihoods has become popular in the development literature (Bee, 2007). Livelihood activities may vary from one area to another and even among households in the same location. Under the SLF, the analysis of poverty and its reduction strategies goes deeper into the understanding of the nature of households’ activities and sources of vulnerability they face (Haule, 2015). The uniqueness of the sustainable livelihoods framework is that it negates the traditional perception of poverty that is based on income considerations. Following the sustainable livelihoods approach, it is clear that poor people do not only lack income alone but face inadequate food, poor shelter, and lack access to education and health (Bee, 2007). In this context, they are vulnerable to ill-health, economic displacement, and natural disasters (Ashley and Carney, 1999:47; Meyer, 2001:2). However, income is the most fundamental measure of poverty alleviation among the poor smallholder farmers (Anyelwisye, 2007; Haule, 2015).

The choice of households’ income strategies are, therefore, influenced by the households’ level of assets; their access to resources (natural resources, physical capital, financial capital, human capital, and social capital); and the structures and processes within which they operate (Bee, 2007). According to SLF, poor households’ access to financial services – such as savings facilities, credit and insurance, build up their productive assets and hence improve productivity (Anyelwisye, 2007; Ngalemwa, 2013). This new line of argumentation on poverty reduction considers financial capital as playing multiple roles in development. The premises behind this thinking are that development of the financial market is an important element in any country’s economic growth (Bee, 2007). Access to financial services unleashes the economic potential to a greater proportion of the population who are in most cases bankable but underserved (SEDIT, 2010; Ahlen 2012; Ngalema 2013). 

In addition, formation of new enterprises and modernization of the existing ones is also facilitated through a functioning financial market (Bee, 2007). In this context households increase their opportunities for achieving sustainable livelihoods, and reduction in their vulnerability status (Anyelwisye, 2007; Kimaro and Abwe, 2016). The access to financial services increases the levels of incomes, expands households’ assets base and improves food security (Bee, 2007; Girabi and Mwakaje, 2013; Ngalemwa, 2013; Haule, 2015). 

According to Meyer (2001:3-4) access to financial services can bring impact on food security in three ways. First, through an improved income generating method as loans provides relief in the short run. Secondly, a household’s access to finance reduces the costs of self-insurance and hence induces changes in the household’s asset base and level of liabilities. Consequently, “precautionary savings” in the form of non-productive assets, which are held to cushion adverse shocks such as illness, and bad weather, is made available for productive investments. Thirdly, credit enhances consumption. According to Meyer (2001:4): formal credit, savings and insurance services may help households’ smooth consumption so they use fewer traditional methods, which are often inefficient and bind households into unproductive social relationships that discourage savings and wealth accumulation.

[bookmark: _Toc498942381] 2.4.1 Policies and Regulatory Framework

Rural Financial Markets (RFMs) is a new perspective that evolved out of the narrowly focused agricultural credit (Bee, 2007; Ngalemwa, 2013). Most governments in the developing countries have over years attempted to influence the functioning of the financial markets through policies and regulatory framework. There are justifications for such interventions, but these are associated with advantages and disadvantages. However, what is important is how the public policies affect or influence the behaviour, attitude and welfare of the rural population that can be observed in the way they respond to changes in policies (Haule, 2015). The changes in poverty at household level is influenced by a set of factors, both policy and non-policy determinants (Bee, 2007). However, there are controversies on the degree of influence of these factors on changes in the levels of poverty (Rutasitara, 2002:11). There are two set of policies, which can have effect on the household’s welfare. These are macro-economic policies and sectoral policies. 

According to Rutasitara (2002:11-14) the macro-economic policies include financial sector policy, fiscal and monetary, trade, labour and income policies. Sectoral policies are more focused on specific sectors such as agriculture, industry, tourism, finance, education and health. Sectoral policies are established in order to attain the desired outcomes of macro policies. Figure 2.1 show in details the possible links between macro-economic policy and household income. According to the figure, macro-economic policies influences market related institutions, as well as social and economic infrastructure and these in turn influence the household’s welfare levels through a variety of market based incentives such as: incomes, access to finance, economic and social services. Although, these effects are well understood, there are no standard empirical models that have been established to unravel all interactions and effects at national and sectoral levels. 

However, the relationships elaborated in figure 2.1 above, help in understanding how households and rural firms respond to policy changes in terms of complying, reallocation of resources, and the degree of vulnerability. Assessing the behaviour of rural households and firms over period can assist in understanding the way they behave in relation to policy changes.













































[bookmark: _Toc495239518]Figure 2.3: Links between Macroeconomic Policy and Household Income
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Thus, an attempt is made to review various reforms programmes and how these influence rural household’s incomes. In most developing countries, governments have attempted to develop their economies in order to reduce poverty among their people by, among other things, regulating the financial sector, administering subsidized and targeted credit mostly through public financial institutions. According to many observers, such practices ignored domestic resource mobilization, informal financial systems, and neglected the viability of financial institutions (Bee, 1997; Wenner, 2001:1). In the financial sector, government interventions through policy and regulatory guidelines has been criticised by different experts (Hanning & Wisniwski, 1999; Yaron, 1997). In their view inappropriate policy and regulatory framework tend to repress financial system and hence impede financial intermediation. Certain government interventions such as setting interest rate ceilings, minimum reserve requirements, and excessive market entry restrictions are likely to constrain credit provisions and savings mobilizations in a financial market.

However, in most literature, some degree of regulation and a conducive policy environment is recommended (Anywelwisye, 2007; Haule, 2015) so as to create a financial system that operates following the principles of “best practices“. There are two types of prudential regulatory frameworks, namely: 

(i)Preventive regulations which provide for appropriate incentives to reduce moral hazards. In other words these types of regulations focus on protecting the country’s financial system by preventing failure of any financial institution, and

(ii)Protective regulations which serve to protect depositors in emergency cases when a financial institution gets into trouble. 

There are also non-prudential regulations which deal with the conduct of business, such as enabling the formation and protection of micro lending institutions, protecting consumers, preventing fraud and financial crimes, policies with respect to interest rates, taxes, and accounting systems. 

For the semi-formal financial institutions such as financial NGOs certain level of regulation is called for. According to Hanning & Wisniwski (1999) it is practicable to have certain minimum banking standards that befit the microfinance system without major effects on the larger country’s macro-economic variables. For instance the use of forced savings practised by some non-deposit taking NGOs, are some of the innovations under the best practices. Risk management is another issue for considerations. These could be mitigated through insurance schemes, and/or considering operations of lender of last resort facility for short term financial support for solvent and sound financial institutions suffering from a temporary liquidity shortages.

In the case of informal financial institutions, self-regulation seems to be working, especially in the co-operative system (Bee, 2007). However, experiences have shown that as these institutions grow, there are possibilities for them to fail to self-regulate their own operations especially when divergence of interests occurs between borrowers and depositors (Girabi and Mwakaje, 13). These may be reduced through member empowerment through training, encouraging such informal financial institutions to establish own network or create a peer monitoring system. A radical move is to transform these into formal financial institutions so as to allow for growth through a formal regulatory framework. 

On the other hand, the development of an appropriate financial system regulatory framework calls for an integrated financial system analysis/approach that is holistic/comprehensive and full of trials and errors. It involves a painstaking process that is not only time consuming but costly. In this regard, researches and advisory services need to go hand in hand with rural peoples’ empowerment processes.

[bookmark: _Toc498942382]2.5 The Current Perspectives on Rural Finance

Financial market liberalization has not been very effective in improving the functioning of financial markets due to the fact that the constraints to market development are not simply policy-induced but have structural and institutional origins as well (Bee, 2007). As a result these weaknesses must be addressed in an integrated manner and not policy reforms alone. This means that the problem of how to reach out the majority of the poor rural households who constitute potential savers and borrowers is yet adequately addressed (Rweyemamu et al., 2003; Kyessi, 2010). The literature on the economic theory on financial markets is growing. Although, the dominant thinking was on market failure to provide financial services on a cost-effective way, there is emerging new line of thinking that goes beyond the simple paradigm of competitive equilibrium that suggests a new theoretical foundation for policy intervention in order to correct the market failures (Bee, 2007). The role of the government in financial markets has been questioned seriously in most studies. However, the need for interventions in the markets was justified by persistence market failures.

The current perceptive stands are on two pillars. One, liberalization of financial markets allows market forces to take their course. The second pillar is that propagated by the Ohio State University group (also shared by others such as Jackelene and Rhyne, 1991; Hoff and Stieglitz, 1990), government interventions should be limited to few cases where genuine market failures have been spotted. The idea is to correct the market imperfections observed so as to support it to perform well. Economies moving from centrally planned to market based demand an efficient financial sector, which calls for a lesser government role. Markets for productive factors such as land, labour, capital, and farm inputs (fertilizers, seeds, farm machinery, and infrastructure) must be functioning smoothly to support the development of the private sector. These need to be directed and managed somehow by the government, at least in the medium term. 



Another emerging debate in rural financial services is the question of outreach. Outreach is a key factor in the process of market development and integration. Outreach can be defined in terms of wide, depth, and quality. According to Kimei (1987:18) financial widening involves the growth in the number of actors in the financial market: savers, borrowers/investors, and financial intermediaries. The financial lengthening is concerned with the growth in number of types of financial instruments (products) offered by financial institutions. Financial deepening is a growth of total financial assets offered by the sector relative to growth in national wealth. The presumption is that greater financial deepening increases aggregate income and accelerates economic growth.The growth of total assets from financial deepening help smallholder farmers in Kiteto to buy inputs such as Tractor, chemicals, fertilizers which used in order to increase agriculture production as well as increase income. In addition, the quality of outreach is important so as to act as an incentive. Quality of outreach is reflected in terms of loan administration costs, it falls in a financial deepening as a financial assets interms of money.

[bookmark: _Toc427588832][bookmark: _Toc118358571][bookmark: _Toc118359019][bookmark: _Toc118359099][bookmark: _Toc498942383]2.6 Conceptual Framework

[bookmark: _Toc269029819][bookmark: _Toc269220403][bookmark: _Toc118359100]A conceptual framework guides research, determines what data to be measured, and what statistical relationships will be looked for (Kombo and Tromp, 2006).

[bookmark: _Toc495239519]Figure 2.4: Conceptual Model of impact of VICOBA loans in improving Smallholder   Farmers income
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From the literature review, There are independent variable such as capital as sources from VICOBA loans, input bought such as fertilizer, chemicals for improvement of agriculture, technology, and hired labour, The intermediate variable include education, age, occupation, and sex,  The dependent variable is income, It is clear that from the conceptual frame work verified that  in some cases smallholder farmers can improve their production as well as income by acquire micro loans from MFIs such as VICOBA. 

The loan which acquired used to buy improved seeds, fertilizers, and  hire  labour,   under assumptions that there good market condition, good agricultural policy, stable economic condition, constant consumer test and preferences, enough rainfall, favourable market input, hence lead to the improvements of smallholder farmer’s income. 

The econometric model was used to measure the impact of VICOBA on smallholder farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4, X5, X6) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6  = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticides) 

X2 = Technology (tractor, ox-plough and hand hoe)

X3 = Hired labour 

X4 = Famer’s household size 

X5 = Land

X6  = Education level

u = error term

[bookmark: _Toc498942384]2.7 Rural Financing and Agriculture in Tanzania

Tanzania is among the developing countries categorized as the poorest country in the world with a GDP per capita of US $ 321 (URT, 2006:21). The country is made up of Tanganyika and Zanzibar - two sovereign states that united in 1964 to form the present United Republic of Tanzania. Historically, Tanganyika was ruled by the Germans from 1891 to 1920, but after their defeat in World War I, Tanganyika was from 1920 to 1961 put under the British protection by the United Nations. Administratively, Tanzania is divided into twenty six regions, of which twenty one are on the mainland and five in the Islands of Zanzibar. According to the national population census in 2002, Tanzania had a total population of 34,569,232 growing at an average rate of 2.9% per annum (URT, 2003:2-3). Based on this growth rate, the country’s population is projected at 36,321,000 people by the end of 2005.

Like in most other developing countries, the degree of rural households’ access to financial services in Tanzania is significantly low. According to a study commissioned by the Bank of Tanzania (1997:2-10) the unmet demand for rural financial services by formal financial institutions was significantly high, thus forcing rural households to rely on informal financial services by 82%. Of those operating bank accounts, they only saved 12% of their total savings. In addition, about 94% of the total households were willing to borrow if there were available resources and appropriate products and delivery methodologies. A follow up survey conducted in 2002 revealed that only between 6%-8% of the total rural credit demands were met by the existing formal financial institutions (IFAD, 2002:19; URT, 2002:15).

Agriculture forms the key sector in rural economy upon which rural households depend for their livelihoods. However, most studies reveal that with the liberalization of the financial sector, financing of this main sector declined precariously (Moshi, 2003; Bee, 1997). According to Moshi (2003:15) liberalization of the financial sector and subsequent privatization, led to a significant decrease in commercial bank lending to agriculture from 12% of the total domestic lending volume in 1996 to 6% in 1999. Furthermore, the share of commercial bank loans for agricultural marketing fell from 19.7% of the total in 1995 to 0.8% in 1999. However, liberalization of the financial sector increased actors in the financial market and improved business efficiency through enhanced competition. The number of commercial banks, for instance increased from two in 1991 to 23 by 2004. Other types of financial institutions emerged, which include non-bank financial institutions, microfinance institutions, development banks, bureau de change, and capital markets with one stock exchange characterized by few brokers/dealers (BoT, 2006).

Governments, donors and policy analyst are all concerned with the state of poverty in the world. It is a wide consensus now that rural households’ access to financial services opens up productive opportunities, creates jobs, and builds up assets base. This is a new development paradigm that is built on market principles. Access to financial services unleashes economic potential to a greater proportion of the population, who are in most cases bankable but underserved. In this context, access to financial services enables rural households to improve their livelihoods. Rural households demand variety of financial products that include savings facilities, credit, insurance and provident funds, lease, means of payments and transfer services. Whereas availability of well-managed savings facilities enable households to build up funds for future investment, and/or consumption; access to credit augments own financial resources. Rural households are expected to obtain these various financial products through the Rural Financial Markets (RFMs). RFMs may be classified into two operationally different sub-sectors, but serve the same purpose namely formal and informal financial markets. 

According to Kashuliza, Hella, Magayane and Mvena (1998), Ngalema (2013) and Kitomari and Abwe (2016), informal financial services refer to all transactions, loans and deposits that take place outside the regulated monetary system or the formal financial system, while formal financial markets are establishments such as banks that are regulated and specialized in such transactions as accepting deposits and granting credit. In addition to these two sub-systems, there are few financial institutions that are partially regulated through registration or licensing, which, are in some literature referred to as semi-formal finance. In Tanzania such institutions include Savings and Credit Co-operative Societies (SACCOS), Savings and Credit Associations (SACAs) and some Non-governmental Financial Organizations (Financial NGOs or FiNGOs) (Kashuliza, et. al. 1998; Kitomari and Abwe, 2016). Rural Financial Markets (RFMs) in the developing countries are generally underdeveloped (Bee, 1996:38; Jafferis, 1995: Kihongo, 2005; Okibo and Makanga, 2014; Haule, 2015). 

As a result, the majority of the rural people have inadequate access to formal financial services (Ngalemwa, 2013; Haule, 2015; Kitomari and Abwe, 2016). In Sub-Sahara Africa for example, the bank density ratio is between 100,000 and 420,000 inhabitants per bank branch, while in other developing economies of Latin America and Asia the situation is relatively better off in that there are 8,000 to 30,000 inhabitants per bank branch (Kashuliza, et. al., 1998:1). Various studies have attempted to explain the reasons for the underdevelopment of the RFMs in the developing countries (Kashuliza, et.al, 1998; Jafferis, 1995). However, Jafferis (1995:346-347) attributes this partly to the smallness of the developing countries’ economies, which make it difficult for a broad - based development of financial markets. 

Kashuliza (1994:34) points out three reasons for the underdevelopment of RFMs. First, the developing countries’ economies are agriculture based and, therefore, much of the capital formation that takes place in the sector come mainly from land and labour rather than from capital obtained from financial intermediaries. Second, as also expounded by Jafferis (1995:346-347), the development of the financial markets were state-dominated, forced to provide agricultural credit mainly for farm inputs and implement, and provide support to the development of rural infrastructure at subsidised interest rates. Third, the smallness of markets in LDCs inhibits opportunities for profitable investment by financial institutions in the rural sector.

In their attempts to correct the underdevelopment in the financial markets, most governments in the developing countries intervened substantially in the financial markets through the establishment of commercial banks, development banks, cooperatives, and specialized credit agencies. The justification for intervention is varied and ranges from the need for governments to influence and direct economic development to their desire to improve households’ welfare by managing allocation of financial resources. However, experiences show that state interventions went beyond managing the formal financial institutions. According to Moll (1989:6-7) government development policies also involved setting interest rates, determination of foreign exchange rates, allocation of credit to priority areas/sectors, and even at times managing credit recovery.

[bookmark: _Toc498942385]2.7.1 Rural Financial Development and Economic Growth

Development analysts and practitioners have all along been interested in the contribution of finance to the development process (Bee, 2007). Among the early contributors to this debate is Lewis (1955) who came up with an idea of a two-way relationship between financial development and economic growth. According to Kirkpatrick and Green (2002:207) this theory postulates that financial markets develop as a result of economic growth, which in turn stimulates the growth of real economy. This thinking attracted many researches and analysis in order to (i) test empirically the causal relationship between finance and development, and (ii) understand the functions of the financial system in the development process (Levine, Loayza, & Beck, 2000; World Bank, 2001). 

Traditionally, poverty was perceived as a problem of people earning low income, which lead them to consume too little to attain the minimum socially determined standard of living, and owning too few assets to protect themselves against future uncertainties (Haule, 2015). Most empirical studies measured poverty levels in terms of income, consumption or expenditure levels (Bee, 2007). Following this line of argument, most poverty reduction strategies focused on employment creation, skills development, and redistribution of assets from rich to poor (Meyer, 2001:1-2). Consequently, government sponsored poverty reduction programmes included packages that involved the widely discredited targeted credit, and technological packages. However, poverty is a complex and multidimensional phenomenon, which requires a holistic analytical approach (Bee, 2007). 

Poverty is about material deprivation reflected through low food consumption, and poor housing condition; low human development resulting from inadequate education, poor health and nutritional status; lack of voice and ability to influence decisions; and acute state of vulnerability to adverse shocks such as illness, economic crimes, and natural disasters. Since majority of population in developing countries live in rural areas and depend mainly on agriculture, poverty reduction in these countries depends on agricultural revolution (URT, 2010). Consequently, the literature on supply-led approach to agricultural credit dominated development debates during the Green Revolution era of the 1960s through 1970s (Meyer and Nagarajan, 2000). 

During this period the emphasis was on agricultural credit rather than rural finance. Agricultural credit was envisaged to lead to an increased production and raise income, allowing for improved consumption and savings, hence facilitating more investment (URT, 2010). It is, however, important to note that access to financial services cannot on its own be a panacea to all poor peoples’ problems. It is because of this fact that the debate on rural finance has now shifted towards markets paradigm, where the cause of low income is attributed to failure of markets. Stiglitz (1994), for instance contends that the imperfect financial markets in developing countries inhibit poor peoples’ access to financial services

[bookmark: _Toc498942386]2.8 Research Gap

 The findings reviewed from difference Literature review; the research gap can be suggested that VICOBA Loans has no significant effect on improving smallholder farmer’s income. Most of the reasons are loans secured from VICOBA are small amount compared to the cost of farming in Kiteto District which including high cost of hiring land per acre is about 100000TZS to 200000TZS, chemical, fertilizers. Also the period of repayment of loans are short which ranges three months to six, The good Production depends on fertility soil and enough rainfall.

However, VICOBA Loans in Kiteto District help smallholder farmers to fulfil their expenditure including use loan on buying of food, pay school fees and buy assets.

[bookmark: _Toc498942387]2.9 Summary

Chapter two summarises the theoretical analysis which related to the same Research,  This chapter explain the importance’s and efficiency performance of microfinance institutions in micro-credit provision to smallholder farmers and how helps in improving their income Recently, due to rapid growth of financial markets and financial innovations, it has become more important to measure the efficiency of microfinance institutions. the contributions of VICOBA to the smallholder farmers  expected to facilitate the economic development of the country. The chapter reviews past studies on a contribution of VICOBA to the reduction of poverty through its impact on income and also on asset level, the challenges clients encountered during borrowing process, these include high interest rate, lack of collateral and short period repayment of loan. Lastly, the theory was used to develop conceptual framework which guided a researcher toward assessing the impact of VICOBA loan to the income of smallholder farmers in Kiteto.
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[bookmark: _Toc498942390]3.1 Overview

This chapter explains the methodological procedures used to collect relevant data for the research problem articulated in chapter one. Moreover, it focuses on the research design, the geographical study area, the target population, sample and the sampling techniques. It also includes description of the methods which was used to collect data, and the procedure for data analysis.

[bookmark: _Toc264813612][bookmark: _Toc267513192][bookmark: _Toc267513238][bookmark: _Toc267574218][bookmark: _Toc267574266][bookmark: _Toc267582072][bookmark: _Toc269215799][bookmark: _Toc269220327][bookmark: _Toc270941525][bookmark: _Toc427588839][bookmark: _Toc118358578][bookmark: _Toc118359026][bookmark: _Toc118359107][bookmark: _Toc498942391]3.2 The study area and its characteristics

Kiteto District is located to the South East of Manyara region at 04°55′00″S 37°00′00″ E 5.8﻿ / ﻿67°S 36.849°E﻿ / -6.09861; 36.03806. Kiteto District is one of the six districts of the Manyara region of Tanzania. Kiteto District is bordered to the north by Simanjiro district, to the east by Tanga region, to the south by Kongwa and Chamwino districts, and to the west by Chamwino and Chemba districts. Its administrative seat is the town of Kibaya. According to the 2002 Tanzania National Census, the population of the Kiteto District was 152,757 (NBS, 2002). It nearly doubled in 2012 when Tanzania National Census recorded a population of 244, 669 (NBS, 2012). 

[bookmark: _Toc484180735]The district’s main economic activities are agriculture and livestock keeping. The District is growing very fast in terms of highly agriculture activities engaged by the people and a lot of micro financial institutions to serve the rapid growing population. The District is purposively selected for this study because smallholder farmers have been served by VICOBA since 2008 although there smallholder farmer’s wellbeing is still in jeopardy (Ahlen, 2012). Moreover, Kiteto is one of the few districts in Tanzania where VICOBA is performing well (SEDIT, 2011).

Figure 3.1: Map of Manyara Region (Kiteto District)

[image: Kiteto District's location within Manyara Region.]

[bookmark: _Toc498942392]3.3 Selection of wards 

Administratively, Kiteto is made up of 23 wards (National Electoral Commission (NEC) of Tanzania, 2015). For this study, five wards which have been served by VICOBA since its adoption was surveyed. These wards are; Dosidosi, Matui, Engusero, Ndiringishi and Loolera.

[bookmark: _Toc498942393][bookmark: _Toc269215798][bookmark: _Toc269220326][bookmark: _Toc270941524][bookmark: _Toc427588838][bookmark: _Toc118358577][bookmark: _Toc118359025][bookmark: _Toc118359106]3.4 Research Design 

The study adopted a cross-sectional survey design, because data were collected from different smallholder farmers; analysis and interpretation were conducted in a single point in time. Cross-sectional design allows the researcher to get data from multiple cases at the given point in time so as to analyse relationship across number of variables of interest (Mann, 2003). In this study, the relationship of different variables were analysed to verify their influence on improvement smallholder farmers’ income. Also, this design has the ability to deal with both qualitative and quantitative data collected simultaneously in a single phase (Blanche, et al., 2006; Terrell, 2011).The data collected through survey design can also be used to generalize the findings from sample of responses to the population (Creswell, 2003).

[bookmark: _Toc498942394]3.5 Research Approach

The study employed a mixed method approach where by both quantitative and qualitative methods were applied in an approach where by quantitative method dominated the study and qualitative methods were used to help explaining quantitative findings (Steckler et al., 1992; Clark and Creswell, 2001; Creswell, 2014). The reason for using this approach is to describe systematically and accurately the situation in the area of the study about the impact of VICOBA on smallholder farmers’ income. 

[bookmark: _Toc498942395][bookmark: _Toc269215800][bookmark: _Toc269220328][bookmark: _Toc270941526][bookmark: _Toc118358579][bookmark: _Toc118359027][bookmark: _Toc118359108][bookmark: _Toc246213365][bookmark: _Toc246261109][bookmark: _Toc246402946][bookmark: _Toc246402986][bookmark: _Toc246404126][bookmark: _Toc246424343][bookmark: _Toc246949708][bookmark: _Toc247974350][bookmark: _Toc247974608][bookmark: _Toc247974881][bookmark: _Toc248303379][bookmark: _Toc248553420][bookmark: _Toc251768576][bookmark: _Toc252618221][bookmark: _Toc252618359][bookmark: _Toc253029772][bookmark: _Toc253481051][bookmark: _Toc253481303]3.6 Types of Data and Data Collection Tools

Both primary and secondary data were collected. Quantitative Primary data were collected from smallholder farmers using a structured questionnaire which was administered by the interviewer. Moreover, qualitative primary data were collected from Key Informants (KIs) using interview guide and from households using checklist through focus group discussion (FGD). On the other hand, the secondary data were collected by reviewing different documents on VICOBA’s in connection to income poverty reduction of smallholder farmers.

[bookmark: _Toc498942396]3.7 Data Collection Tools

[bookmark: _Toc248132719][bookmark: _Toc248133007][bookmark: _Toc248133062][bookmark: _Toc248377005][bookmark: _Toc248377284][bookmark: _Toc248465682][bookmark: _Toc249959874][bookmark: _Toc250363446][bookmark: _Toc250363625][bookmark: _Toc251768577][bookmark: _Toc252618222][bookmark: _Toc252618360][bookmark: _Toc253029773][bookmark: _Toc253481052][bookmark: _Toc253481304][bookmark: _Toc269215802][bookmark: _Toc269220330][bookmark: _Toc270941528][bookmark: _Toc427588841][bookmark: _Toc118358581][bookmark: _Toc118359029][bookmark: _Toc118359110][bookmark: _Toc498942397][bookmark: _Toc264813613][bookmark: _Toc267513193][bookmark: _Toc267513239][bookmark: _Toc267574219][bookmark: _Toc267574267][bookmark: _Toc267582073][bookmark: _Toc427588842][bookmark: _Toc118358582][bookmark: _Toc118359030][bookmark: _Toc118359111]3.7.1 Questionnaire

Interviewer administered questionnaire were employed to the sampled smallholder farmers. Outline of information to be gathered through a questionnaire which helped in the analysis of the impact of VICOBA on small farmers income are such that; use of improved inputs, use fertilizers, hiring of excess labour, adoption of mechanisation, microcredit acquisition, household size, household assets, education level and age, This method employed the use of one research assistant in order to quickly facilitate data collection process from households. A researcher was chosen an assistant who is familiar with VICOBA operations not only to simplify the training process but also to insure accurate data collection.

[bookmark: _Toc427588844][bookmark: _Toc118358584][bookmark: _Toc118359033][bookmark: _Toc118359114][bookmark: _Toc498942398]3.7.2 Questionnaire Pre-testing

The questionnaire was pre-tested by the author to five (5) respondents to assess its usefulness to measure the study objectives. Questionnaire pre-testing allows the researcher to assess the average interview time, relevance of questions to be asked and how easy the questions can be understood by the respondents (Kothari, 2004). 

[bookmark: _Toc498942399]3.7.3 Focus Group Discussions (FGDs) 

[bookmark: _Toc269215801][bookmark: _Toc269220329][bookmark: _Toc270941527][bookmark: _Toc427588840][bookmark: _Toc118358580][bookmark: _Toc118359028][bookmark: _Toc118359109]FGDs was guided by a checklist and each group comprised of 12 discussion members including both men and women smallholder farmers. FGD used to gather information which might be less easily accessible during KIIs and questionnaire survey. Participants were asked for their consent to use voice recorder in order to capture all information. In cases the consent is not granted, only notes were taken as the discussion proceeds. FGD was conducted until saturation of information was reached. 

[bookmark: _Toc498942400]3.7.4 Document Review

Literature were accessed from archives, books, other sources of materials such as websites, published works such as dissertations/thesis, government publications, articles from different journals and research papers. The literature helped the researcher to come up with a strong research concept and also to fill knowledge gaps.

[bookmark: _Toc498942401]3.8 Sampling Techniques

[bookmark: _Toc498942402][bookmark: _Toc264813614]3.8.1 Target population and sampling frame

[bookmark: _Toc427588843][bookmark: _Toc118358583][bookmark: _Toc118359031][bookmark: _Toc118359112]Target population in this study is all smallholder farmers who are members of VICOBA in Kiteto District. A sampling frame of this study comprises of all smallholder farmers who have been benefiting from VICOBA micro-credits for at least a year. Therefore a sample size was drawn from this frame. Within the population of 1624 smallholder farmers, 100 sample size of smallholder farmers drawn.

[bookmark: _Toc498942403]3.8.2 Unit of analysis 

A unit analysis is defined as the addressed key factors a researcher sets out to investigate and comes back in the end of the study with evaluated knowledge about it (Kyessi, 2010). This study treated smallholder farmers as a unity of analysis. Other community change agents dealing with VICOBA were treated as key informants. 

[bookmark: _Toc498942404]3.8.3 Sample Size 

According to VICOBA registers, Kiteto District has a total number of 2209 VICOBA members that are benefited with the micro loan services (SEDIT, 2011). Among them smallholder farmers are around 1624 (Kiteto District Report, 2016). The sample size of smallholder farmers to be surveyed was obtained by using the formula: n= N/ (1+Ne2). Where n = Sample size, N=Total number of smallholder farmers with certain characteristics, e= precision factor coefficient (5%), n = (1624) / 1+ (1624) (0.052) = 248. 

Therefore the total sample size for smallholder farmers required to be studied was 248. However, due to resource constraint only 100 smallholder farmers were surveyed. This sample size is considered partly for statistical reasons and partly for logistical considerations (Kothari, 2004). Statistically, the sample size is large enough to study and make generalisations about the population. Logistically, this sample size is considered proportionate of the population under study (Creswell, 2014).Moreover; participatory methods were used to involve more people in FGDs, whereby few key informants among 100 interviewed

[bookmark: _Toc498942405]3.8.4 Sampling 	

Both probability and non-probability sampling were used in selecting a sample. A multi-stage sampling was appropriate procedure to be adopted considering the nature of the study. The multi-stage procedure was a three - stage, purposive and randomized sampling approach. The three stages involved selection of: firstly, a District and wards to be studied; secondly, beneficial smallholder farmers and thirdly, smallholder farmers to be surveyed.

In the first stage, the Kiteto District and the wards have been purposively selected for their concentrated VICOBA activities while the District face frequent famine disasters. In the second stage, purposive sampling as a non-probability sampling method was used to select microcredit beneficiaries’ i.e. smallholder farmers who have benefited from VICOBA services in a period not less than a year. Then a comprehensive list of beneficiaries was developed. Thereafter, a third stage was to employ a simple random sampling to select a smallholder farmer that was included in a sample.   

[bookmark: _Toc498942406]3.8.5 Selection of Key Informants (KIs)

KIs are defined as opinion leaders or informed opinion holders (Powell, 1999). Thus, purposive sampling was employed to select the following KIs: - District officials, ward officials, MFIs (especially VICOBA leaders and trainers) workers and village leaders as put forward by Onwuegbuzie and Leech (2007) that in purposive and convenience sampling, researcher chooses  individuals that are conveniently available, knowledgeable on a topic under scrutiny and willing to participate in the study.

[bookmark: _Toc498942407]3.9 Data Analysis 

[bookmark: _Toc498942408]3.9.1 Qualitative Analysis 

Thematic analysis was used to analyze interview transcripts, relevant document and observation notes in order to identify patterns of recurring themes and sub-themes in line with the research questions. According to Lacey et al. (2001), thematic analysis is the most common form of analysis in qualitative research as it emphasizes pinpointing, examining, and recording patterns (or "themes") within data. Themes are patterns across data sets that are important to the description of a phenomenon and are associated to a specific research question. Procedures for analyzing qualitative data was informed by the works of Lacey et al. (2001) and Creswell et al. (2004) as follows: (i) Audio-recorded interviews were transcribed exactly to generate interview transcripts (ii) Then transcripts were read several times in order to get a sense of the entire data set and interesting phrases and concepts were noted (iii) Codes were assigned to specific meanings or themes in the textual data (iv) As new perspectives emerge, close related codes were sorted and merged into themes (v) Based on the research questions, findings were discussed using actual quotes in relation to the theoretical and empirical literature as well as conceptual framework. SPSS software were used for analysis. 

[bookmark: _Toc498942409]3.9.2 Quantitative Analysis 

Data to be collected through structured household questionnaires were summarized and coded. After coding, data is entered into SPSS software for analysis. Statistical package for social sciences (SPSS) computer programme version 17.0 and Microsoft excel 2007 was employed in data analysis. A descriptive statistical analysis was used in exploring the data for distribution of responses, cross tabulation analysis and central tendencies. Specifically, the multi regression model was used in the analysis of the quantitative data in which, t-test analysis was used to test the model goodness of fit. According to Hair et al. (2006), the most widely used level of significance is 0.05 (or 5%). Therefore, Least Square Estimate (LSE) at 5% level of significance was referred while making decisions of testing all variables of this study.

[bookmark: _Toc498942410] Econometric Model Specification 

(a) Regression model

The econometric model was used to measure the impact of VICOBA on smallholder farmer’s income. Regression model is expressed as follows: 

Q = f (X1, X2, X3, X4, X5, X6) 

Q = a + b 1X1 + b2 X2 + b3 X3 + b4 X 4+ + b5 X5 + b6 X 6+ u 

Q= a+iΣX + u 

Where: Q = output in from farm (Kgs/acre) 

a = constant 

b1- b6  = coefficients to be estimated. 

X1 = Inputs (fertilizer, seeds, pesticides) 

X2 = Technology (tractor, ox-plough and handhoe)

X3 = Hired labour 

X4 = Famer’s household size 

X5 = Land

X6  = Education level

u = error term,

This link to the conceptual model in Page 25 by categories Dependent variables includes inputs (fertilizers, seeds, technology, hired labour, and independent variable which is output (production).

[bookmark: _Toc498942411]3.10 Ethical Consideration 

In fulfilling ethical requirements, researcher acquired research clearances from relevant authorities as well as informed consent from respondents. To ensure confidentiality, codes or pseudonyms were used instead of the authentic names of the respondents.  Key informants were asked for their consent for the use of voice recorder during interviews.

[bookmark: _Toc498942412]3.11 Concerns for Validity and Reliability

[bookmark: _Toc498942413]3.11.1 Validity

Validity refers to the accuracy of measurement (Sullivan, 2011). According to Cohen et al., (2000), Validity of instrument is a process of establishing documentary evidence which provides high degree of accuracy. Thus, validity is concerned with whether our research is believable and true and whether it is evaluating what it is supposed or purports to evaluate (Zohrabi, 2013). In this study validity was achieved by pre-testing instruments of data collection and training research assistants until they are well equipped and until language, wording and tools are able to capture validity of data to be collected. Moreover validity was attained by applying probability sampling in selecting respondents for the study and sharing ideas with other researchers and research supervisors; this strengthened the research findings and interpretations.

[bookmark: _Toc498942414]3.11.2 Reliability 

Reliability deals with consistency, dependability and explicability of the results obtained from a piece of research (Nunan, 1999). In this study, this was achieved by the use of mixed data collection methods that can complement one another. This helped to minimize the weaknesses of any single approach and increase the reliability of data collection.  Reliability was also attained by testing the same data using different research instruments including crosstabs and frequencies to see if data produces the same results.



[bookmark: _Toc396560661][bookmark: _Toc247391896][bookmark: _Toc463653900][bookmark: _Toc498942415][bookmark: _Toc463653901]3.12 Overall limitation of the Study

This research was be affected by different limitations such as;

i. Data availability problems; the researcher anticipates difficulties in accessing the targeted respondents especially during this time of the year as they were busy with farming activities and some of them tend to move to the farms which are located far away from the study area. 

ii. Language problems; the researcher expect to face the problems in interviewing the respondents and getting questionnaires filled. Some famers do not speak good Swahili let alone English. So the researcher must hire a translator who knows local language.

iii. Insufficient fund; the researcher also faced problems in getting sufficient fund to undertake broader investigation. Fund for undertake a survey in different cases on the same research problem was not enough.

iv. Inadequate time limit; the researcher also encountered the problem of the shortage of time during the process of conducting this study. The shortage of time limited the sample size and time for observation.

[bookmark: _Toc498942416]3.13 Summary

Chapter three is about research methodology, it consists of research design where the researcher used cross sectional survey design, research approached using both quantitative and qualitative methods. Also the researcher provided the description of the study area in which the research was conducted, Tools of data collection methods which the researcher used in her research included interviews (FGD), questionnaires and document review so as to collect various types of data which were both primary and secondary data, sampling techniques are jotted down such as non probabilistic purposive sampling and simple random sampling to select respondents. The sample size selection is also explained which the researcher selected among smallholder farmers who are beneficiaries of micro credit given by VICOBA in Kiteto District.

Moreover, the researcher ensures the reliability of data collected from smallholder farmers who are beneficiaries of micro credit given by VICOBA in Kiteto District, also the researcher ensures the validity of data to be collected through interviews, questionnaire and by reviewing all research documents of the interest, and lastly the researcher outlines how data is going to be managed and analyzed. Moreover, the researcher analyzed the overall limitations of the whole study or research.







[bookmark: _Toc270941532][bookmark: _Toc427588849][bookmark: _Toc118358589][bookmark: _Toc118359038][bookmark: _Toc118359119][bookmark: _Toc464127018][bookmark: _Toc498942417][bookmark: _Toc251765261][bookmark: _Toc251765476][bookmark: _Toc251765830][bookmark: _Toc251768591][bookmark: _Toc252618236][bookmark: _Toc252618374][bookmark: _Toc253029787][bookmark: _Toc253481067][bookmark: _Toc253481319][bookmark: _Toc269029628][bookmark: _Toc269065922][bookmark: _Toc269215807][bookmark: _Toc269220335][bookmark: _Toc270941533][bookmark: _Toc427588850][bookmark: _Toc118358590][bookmark: _Toc118359039][bookmark: _Toc118359120]                                                      CHAPTER FOUR 

[bookmark: _Toc498942418]RESULTS AND DISCUSSION

[bookmark: _Toc427588851][bookmark: _Toc118358591][bookmark: _Toc118359040][bookmark: _Toc118359121][bookmark: _Toc498942419]4.1 Overview

Chapter four presents research findings regarding the impacts of village community banks (VICOBA) loans in improving of smallholder’s household income in Kiteto District in Tanzania. The chapter is divided into five sections. The first section gives the general characteristics of respondents. Such as age, gender, education level, occupation and household size. Section two presents community’s attitude about VICOBA loan services for rising smallholder farmers income in Kiteto district. Section three presents the extent that VICOBA has contributed to the access of micro loans among smallholder farmers. Section four presents the contribution of VICOBA in rising smallholders’ income among VICOBA members. Section five contains Explore the challenges facing smallholder farmers during borrowing from VICOBA. 

The study involved a total of 100 respondents where by all of them were smallholder farmers. The questionnaires were distributed randomly to 100 respondents namely; smallholders who had accessed micro-credit from a VICOBA for at least a year. The key informants were interviewed using an interview guide and the type of information from the interviewees was on the general procedures of loan provisions, capacity of VICOBAs to give loan, time taken from application of loan until a smallholder gets a loan and the requirements for eligibility to be given a loan. The main objective of the study was to analyse the impacts of VICOBA loans in rising income among smallholders’ households in Kiteto District, Manyara region, Tanzania.

A total of 100 questionnaires were distributed during the data collection process and all 100 questionnaires were returned with 100% response rate. Each questionnaire was inspected for the purpose of detecting errors as well as cleaning before being coded and entered in the SPSS software for analysis. The process of inspection was done in two ways; during the data collection in the field as well as during the process of coding the data. In the field, the data were inspected in order to detect the most obtrusive omissions and inaccuracies. All 100 questionnaires were being properly filled and contained complete answers and they were all usable. This amount of questionnaires was considered excellent for the subsequent analysis as Onwuegbuzie and Leech (2007) and Creswell (2014) postulated that questionnaires should provide proper quality of research information.

[bookmark: _Toc498942420]4.2 Social and Characteristics Features of Smallholders Farmers 

In any research which deals with individuals, knowing the characteristics of respondents is very important and is significant for the researcher to know the kind of people he/she is dealing up with. Apart from knowing the number of samples from different smallholder farmers, in this study a set of personal characteristics namely; The smallholders’ sex, age, marital status, education level, experience in farming, Occupation or Income Generating Activity (IGA), loan size, occupation, household size and number of dependants were examined due to their importance when evaluating how VICOBA loan has improved smallholders’ household income.

[bookmark: _Toc498942421]4.2.1 Distribution of Respondents’ Sex

Many microfinance institutions particularly those that serve the poorer clients in the villages purport to have a social mission. Their purported goal is to help in the fight against poverty by empowering households to raise their incomes and improve their standards of living. The general nature and the extent of poverty in society has been described as engendered, and some researchers and policy makers describe poverty has having a “woman’s face” (Kiiru, 2007). This is because empirical studies have shown that many more women than men tend to be more economically disadvantaged (McFerson, 2010; Sigalla and Carney, 2012; Ledgerwood et al., 2013; Ugiagbe, 2014). In their mission to reduce household poverty and also as confirmed by this study, micro credit institutions target more women than men (Harns, 2007). Some microfinance institutions have decided to exclusively lend to women (Kiiru, 2007) such as Kenya Women Finance Trust (KWFT). Seventy percent of the world’s poor are women (Handley, Higginsm, Sharma, Bird and Cammack, 2009). Women form the largest percent of members in microfinance as identified by Harns (2007). Yet traditionally women have been disadvantaged in access to credit and other financial services.

[bookmark: _Toc484180736]Figure 4.1: Distribution of Respondents Sex







[bookmark: _Toc495239521]Table 4.1: Sex distribution of Respondent who Access micro loan

		Total number of respondents

		Male

		Female



		    100

		27(27%)

		73(73%)







Not only is lending to women believed to have an overall greater impact on household welfare in terms of nutrition and education, but also women have been found to be better payers (Godquin 2004; Aghion et al., 2007; Malamsha and Emanuel, 2014). Lending to women is therefore believed to contribute not only to alleviating household poverty and improving human capital formation, but it is also efficient in terms of sustaining microfinance institutions by ensuring good repayment rates (Yunus and Weber, 2007; Ledgerwood et al., 2013; Malamsha and Emanuel, 2014). Consequently, in this study 73 % (n=73) of the randomly sampled smallholder borrowers were females while 27% (n=27) were males. In some microfinance institutions like the Grameen Bank which is the biggest microfinance institution in the developing countries in terms of outreach, 96% of their clients are women (Yunus and Weber, 2007; Kiiru, 2007). The difference in the clients’ gender proportions between the Grameen Bank and this study sample could be explained by the socioeconomic and cultural context that determine group formations and access to loans.

[bookmark: _Toc498942422]4.2.2 Distribution of Respondents Age

The age structure of the population in a country provides a picture of the level of age dependency in the economy and also serves as a determinant for measuring economic activity of the population. It also gives an indication of the level of awareness and responsibility within the populace. Older people have level of maturity in that sense age becomes more important to examine the response. The ages of the respondents interviewed reflect a high rate of the population who are economically active. Total of 100 smallholders were surveyed using a questionnaire. All surveyed smallholders have been accessing loan for more than a year period of time. The smallholders were divided into four age groups where by 24% (n=24) were between 25-34 years, 30% (n=30) were between 35-44 years and 34% (n=34) were between 45-54 and 12% (n=12) were above 54 years respectively. The minimum age was 25 and the maximum age was 62 years. The mean age was 40 years. This implies that the majority of clients involved were still economically active. Therefore, the findings of this study affirmed that majority of smallholders fall mainly into the economically active age group of 26-54 years. Outside this spectrum were a few (12%) above 55 years old.









[bookmark: _Toc463687696][bookmark: _Toc495239522]Table 4.2: Respondents’ age distribution

		Age in years

		Frequency

		Percentage (%)



		25-34

		24

		24.0



		35-44

		30

		30.0



		45-54

		34

		34.0



		55+

		12

		12.0



		Total 

		100

		100.0







[bookmark: _Toc118359043][bookmark: _Toc118359124][bookmark: _Toc463653911]The findings of this study are in line with the study done by Haule (2015) who found that most of the respondents were aged between 26-33 which is productive age to number of economic activities including rice production. Moreover, Ablorh (2011) who found out that most of the women entrepreneurs in Accra Ghana were in their active age (ages of 36-45) and had potential for growth and development for empowerment. That is, the dynamic, enterprising, risk taking and working class age. They have the potential to grow their savings and investment and consequently support themselves, the company and the economy at large. Also the findings of this study corroborate with the findings of Kagine (2013) in her study on microfinance institutions and women economic empowerment in Mbeya city, found out that majority of women entrepreneurs were aged between 36-45. Moreover, the results from a study conducted by Adu-Gyamfi and Ampofo (2014) indicate that the older people with 50 years and above benefited much due to the reason that they have collateral and also they are settled compared to youth group.  

[bookmark: _Toc498942423]4.2.3 Education Levels of Respondents

According to Adu-Gyamfi and Ampofo (2014), Kanoni (2015) and Bwamwojo (2013), education is one of the most important features that might have an effect on the person’s mind-set and the way of looking and understanding any socio-economic phenomena. In a way, the response of an individual is likely to be determined by his educational status and therefore it becomes imperative to know the educational background of the respondents. Education level of respondents was considered in this study so as to determine whether smallholder’s level of agricultural and business understanding has an influence to their engagement in their income generating activities. 

[bookmark: _Toc269029633][bookmark: _Toc269065927][bookmark: _Toc269215811][bookmark: _Toc269220339][bookmark: _Toc270941535]This study however, as for education, the majority about 42.00% (n=42) and 32.00% (n=32) of smallholders’ had primary and ordinary level secondary school education (i.e. form four) respectively. This implies that most of the smallholder farmers have no enough knowledge for farm management skills. As majority possess standard seven educations, translations of policies and regulation as well as agricultural innovation to new competitive products in the market are very minimal. However, in case of form four education, this level is probably sufficient to successfully run and operate a farm land and or a business enterprise. Moreover, around 08.00% (n=08) of surveyed smallholders possess advanced level secondary school education in different combinations of subjects. 

[bookmark: _Toc463687697]Consequently, 12.00% (n=12) have college education whereby five smallholders possess diploma and seven were certificate holders. All of these are employees of government and private organisations. Accordingly, six percent (n=06) possess university education whereby two respondents have masters degree and the remaining four possess bachelor degree in education. Education level is a very important variables in studying the decision making process of smallholder farmers and ability to take and assimilate risk. Many studies found that education level help in making rational decision for the proper agricultural practices.

[bookmark: _Toc495239523]Table 4.3: Cross table on Level of education and Access of VICOBA loans

		Education Level of respondent

		Total number of Respondent

		VICOBA Loans Access

		VICOBA loans

Not Access



		Primary education

		42

		42(42%)

		00(00%)



		Secondary   O’Level

		32

		32(32%)

		00(00%)



		Secondary A’level

		12

		12(12%)

		00(00%)



		Diploma/Certificate

		08

		08(8%)

		00(00%)



		University education degree

		06

		 06(6%)

		00(00%)







[bookmark: _Toc484180737]Figure 4.2: Distribution of Respondents’ Education Level



The results are supported by Regnar et al. (2002) who established that, the level of education is an important factor in coping with poverty and particularly coping with risk and uncertainties related to agricultural production. Regnar considered the ultimate objectives of education is to increase labour productivity for smallholder farmers and thus very important for their ability to utilize efficiently the advice and information offered by the extension officers and other development agents. These results were also found by Mdoe and Macha (2002), Haule (2015), Mazengo (2011), and Daniel (2007).

[bookmark: _Toc498942424]4.2.4 Marital Status of Respondents

Marital status reflects a person’s level of commitment, responsibility and mobility among other factors. Knowledge about the marital status of smallholders’ farmers was necessary to ascertain their level of commitment and responsibilities to themselves, their families and to society as a whole. In general, people who are married have high financial and social responsibilities to meet.

Among the smallholder farmers, 84.00% (n=84) were married while 16.00% (n=16) were not married and among unmarried 37% (n=37) were single moms and dads. This means that both married and un-married smallholder farmers were engaged in agriculture and micro and small enterprises due to the fact that smallholder farmers are now empowered for self reliance. These findings are in line with the study by Ablorh (2011) who affirmed that married smallholder farmers in small and medium enterprises (SME’s) take the greater share of the study, have responsibility towards taking care of their various homes and hence this category needs financial liberation. Moreover, Some MFIs operators believe lending to unmarried smallholder farmers could be risky. The event of marriage could lead to change of locality or profession, and a possibility of default”. Therefore, VICOBA have the role to play in influencing the increase of household income of smallholder farmers in Kiteto District by targeting their loans to especially women. 

[bookmark: _Toc495239524]Table 4.4: Marital status of respondents

		Marital status

		Frequency

		Percentage (%)



		Married

		84

		84



		Un-married

		16

		16



		Total

		100

		100







The married dominated the respondent’s base in implying that, they (married) have various source of capital, own some asserts for collateral and their social network is much larger compared to unmarried ones. Also they have difficulties and many responsibilities to get involved in the asset development or enterprising through business than the single ones. They are more concerned about getting employed, through self-employment to support their husbands or wives in order to solve financial difficulties around their families. These findings are supported by findings from the household budget survey of 2007. The household budget survey of 2007 show that 59.7% of the adults aged fifteen years and above were married while 28.2% were single. In Tanzania by 2007, widowed were 6.2% while 5.8 were divorced. 

Moreover, the observation made during field work found that, married couples were participating more in VICOBA compared to unmarried, simply because they had a lot to do that required money, such activities like paying school fees for their children and other home use. When asked on how she uses the money which she obtained from VICOBA, one respondent said that the money which she got from VICOBA was used to pay school fees for her children, buy agricultural inputs mainly seeds and home use like buying food. Consequently, what they produce do not suffice selling as members mainly produce for subsistence use only. 

[bookmark: _Toc498942425]4.2.5 Occupation of Respondents

The results in Table 4.5 shows that 100.0% of respondents were farmers of whom 27% were male and 73% were female. Otherwise, 36.0% of respondents were involved in business, from which 7.0% were male and 29.0% were female. Moreover, up to 40.0% were employed and 00.00% of respondents are involved in other activities such as local arts. The results shows that all of the respondents were farmers by occupation and among them have extra activities such as business and some are engaged in paid employment. The findings are also supported by fact that about (77.9%) male and (22.1%) female of rural population own farm as observed by Census (2002).

[bookmark: _Toc495239525]Table 4.5: Occupations of respondents by sex

		Occupation

		Sex

		Total



		

		Male

		Female

		



		Farming

		27 (27.0%)

		73 (73.0%)

		100 (100.0%)



		Business

		07 (07.0%)

		29 (29.0%)

		36 (36.0%)



		Paid employment

		08 (05.0%)

		32 (32.0%)

		40 (40.0%)



		Others

		00 (00.00%)

		00 (00.00%)

		00 (00.00%)







[bookmark: _Toc498942426]4.2.6 Status of Paid Employment

The financial liberation improves quality of life as determined by an individual’s paid employment and the incomes derived from it (Bee, 2007). Paid employment of an individual also reflect the way an individual socializes in a particular fashion which in turn reflects the pattern of behaviours and level of understanding of particular phenomenon. In other words the person’s response to a problem is possible determined by the type of occupation an individual is engaged in and that's why variable paid employment was investigated in this study. The results in table 4.5 shows that 40.00% (n=40) are employed which means 60.00% (n=60) are not employed. 





[bookmark: _Toc495239526]Table 4.6: Distribution of the employed respondents by marital status

		Marital status

		Employed respondents



		

		Frequency

		Percentage



		Married 

		33

		75.0



		Un-married

		07

		25.0



		Total 

		40

		100







Moreover, among the employed, 82.50% are married while only 17.50% are unmarried. This result is in line with what Haule (2015) found that the married couples are more concerned about getting employed, through self-employment to support their husbands or wives in order to solve financial difficulties around their families. Again, these findings are supported by findings from the household budget survey of 2007 which shows that 59.7% of the adults aged fifteen years and above were married while 28.2% were single. In Tanzania by 2007, widowed were 6.2% while 5.8 were divorced.

[bookmark: _Toc495239527]Table 4.7: Distribution of the employed respondents by education levels

		Education level

		

		

		Respondents



		

		Total respondents

		



		Employed

Frequencies and percentage

		

		Not employed

Frequencies and percentages



		

		

		

		

		

		



		Primary education 

		42

		

		00(00%)

		

		42(42%)



		

		

		

		

		

		



		O-level education 

		32

		

		14(43.75%)

		

		18(56.25%)



		

		

		

		

		

		



		A-level education 

		08

		

		08(100%)

		

		0(0%)



		

		

		

		

		

		



		Dip/certificate 

		12

		

		12(100%)

		

		0(0%)



		

		

		

		

		

		



		Degree

		06

		

		06(100%)

		

		0(0%)







Moreover, education level has impact on individual employability in the society. As this study found that smallholder farmers with degree, diploma, certificate and advanced secondary school education were all (100.00%) employed. Twenty four of them are teachers, nine nurses, five village executive officers and two were ward executives. Also, Mdoe and Macha (2002), Haule (2015), Mazengo (2011), and Daniel (2007) found similar results.







[bookmark: _Toc498942427]4.2.7 Business Activities of the Respondents

[bookmark: _Toc269029654][bookmark: _Toc118359045][bookmark: _Toc118359126][bookmark: _Toc463653914][bookmark: _Toc463687677]Business activities of smallholder farmers were considered in this study to determine their multiple means of earning a living. Smallholders were asked to mention the type of enterprises they were running. The results in table 4.8 indicate that 36.00%; (n=36) were engaged in business activities besides being farmers. Among them 77.77% (n=28) were in small scale category who had loans ranging between 100,000 TZS to 1 million TZS (see figure 4.3). Most of these farmers in small scale category run businesses such as garments, food and cash crops, restaurant and agribusiness. On the other hand, about 22.33.00% (n=08) were in a medium scale category with loans of up to 5.00 million TZS. Smallholders in the latter category apart from buying agricultural inputs used their loans for running bar and whole sale businesses. In terms of gender, it has been observed that most women smallholder farmers were engaged in garments, bar and restaurant businesses while men were engaged in selling crops.

[bookmark: _Toc495239528]Table 4.8: Business Size and Loan Amount Accessed

		Business type

		Frequency 

		Percentage 

		Loan amount accessed



		Small enterprises

		28

		77.77

		100 000-1.0 Million



		Medium enterprises

		08

		22.33

		Up to 5.0 Million







These results are in line with ILO (2003) that women entrepreneurs experience upward mobility in terms of formalization, employment growth and size of business established in a given period of time, for supplementing incomes, or enjoyment of the work they are doing by using existing competencies. Also, Kasango (2014), in his study on contribution of women enterprises in job creation to female youth in Singida urban found that 10% of women were involved in trading sector including owning wholesale shops, bar and restaurant.

[bookmark: _Toc495239529]Table 4.9: Types of Businesses activities of respondents

		Type of business

		

		Frequency

		

		Percentage (%)



		Garments

		

		08

		

		22.33



		Food and cash crops

		

		05

		

		13.88



		Bar

		

		04

		

		11.11



		Restaurant

		

		12

		

		33.33



		wholesale

		

		07

		

		19.44



		Total

		

		36

		

		100











Some supply soft drinks and alcoholic beverages on a retail and wholesale basis. On the other hand, some of them involved in selling cosmetics, foodstuffs, plastic wares and kitchen utensils on retail and wholesale basis. Moreover, the findings by Kasango (2014) indicated that 25.5 % were involved in business venture including catering services, restaurants, snack shops and bakeries, dressmaking, hairdressing, food and cash crop processing such as sunflower oil processing whereas 32.7 % of them were in processing entrepreneurial sector like preservation of fish by smoking, drying or salting. The interviews with the women revealed that they buy fish from the fishermen and preserve it by smoking, sun-drying or salting.

On the other hand, Kasango (2014) observed that, 10.9 % were involved in manufacturing sector including handicraft making earrings, assorted bead making and pottery making, soap, detergent, cosmetics and shampoo production. Moreover, 17.3 % were involved in industry sector such fabrics, for example the batik, and tie and dye making. The involved in these ventures are innovative and have the abilities and skills to blend different colors to produce beautiful fabric. Finally, 3.6% of the respondents involved in service sector especially education sector including niche markets in the area of pre-schools (childcare),  vocational schools which cater for school drop-outs, who otherwise would be on the streets without any skills.

Contrary to this, the study conforms to a study conducted by Ismail (2016) at Kibaigwa international maize market found that male farmers are mostly involved in business of selling food as well as cash crops. In general, the majority entrepreneurs get involved in small businesses, and this may be attributed by the fact that, they require low start up cost, low technical skills and also the businesses fetches many customers and they are easy to obtain low materials in the area of operation.

[bookmark: _Toc498942428]4.2.9 Business Experience of Respondents

The study found that most of smallholder farmers 69.44.00% (n=25) at Kiteto District have business experiences of six to 20 years where by 37.44% (n=13) have six to 10 years experience in business and 32.00% (n=12) possess 11 to 20 years experience. A smallholder farmer with more than six years experience is far better in handling business activities and is likely to work efficiently than a newly one. The findings of the study is similar to what Haule (2015) found in Morogoro. Also, the study is in line with entrepreneurship readiness curve. According to entrepreneurship readiness curve the period between 20 and 32 years is a time for rapid increase in experience, competence and self-confidence while the period between age 32 and 43 years is the time of rapid increase in the financial and other assets shift in values to encompass other areas in addition career, therefore, given those presuppositions.

[bookmark: _Toc463653912][bookmark: _Toc463687676][bookmark: _Toc495239530]Table 4.10: Experience in income generating activity (Business Experience)

		Experience in years

		Frequency

		Percentage



		01-05

		05

		13.89



		06-10

		13

		36.11



		11-20

		14

		38.39



		21+

		04

		11.11



		Total 

		36

		100







[bookmark: _Toc498942429]4.3 Perception of Smallholder Farmers toward VICOBA Loan Services

Village community banks have lately been criticized by many clients and well wishers for not delivering on their earlier promise and expectations. So based n that a livelihoods framework developed by the Department for International Development (DFID), was used to measure the perceptions of the impact of the VICOBA, by focusing on the capital assets of smallholder farmers. Impact on the financial capital (household income), physical capital (household assets), human capital (health and education), natural capital (access to land and to water) and social capital (networking, support base) of smallholder farmers was assessed so that the overall impact on smallholder farmers’ livelihoods could be ascertained. The findings of the study are based on this analysis of impact on each of the five livelihood capital assets of surveyed smallholder farmers. The findings of the study shows that 66.00% (n=66) of all smallholder farmers access micro loan occasionally which is not more than twice a year while about 34.00% (n=34) of smallholder farmers said they access micro loans frequently which is more than three times a year. 

According to Yunus (1999), Kessy and Urio (2006) and Kato and Kratzer (2013), the intention of the existence of VICOBA have found to be disadvantaged. Similarly, this study found that VICOBA at Kiteto Districtaim at helping the smallholder farmers in improving their income. This was confirmed by 92.00% (n=92) of surveyed smallholder farmers who said that VICOBAs are helpful to them. However, 08.00% (n=08) of smallholder farmers pointed out that VICOBA haven’t helped them at all since started using their financial services. On the other hand, when asked to agree to the extent that VICOBA have helped them, 46% (n=46) strongly agreed that VICOBA are helpful to them and 44.00% (n=44) agreed that VICOBA are helpful in rising their income. Contrary to that, 06.00% (n=06) disagreed that VICOBA are helpful and 02.00% (n=02) strongly disagreed. Furthermore, the study found that 02.00% (n=02) smallholder farmers are not sure of whether VICOBA have impact on their income and businesses or not. When asked if they will recommend a friend a relative to VICOBA services 88% of smallholder farmers said yes they will recommend other as feel proud to served by VICOBA. On the contrary, 12% said they will not recommend anyone to access VICOBA services.

Moreover, about the ways in which VICOBA has helped smallholder farmers in Kiteto district, the study found that financial capital in terms of household income and business capital of about 92.00% (n=92) smallholder farmers have increased. This finding is similar to what Denanyoh et al. (2013) and Gedion et al. (2015) found. Not only that but also VICOBA have helped smallholder farmers in different ways such that poverty reduction 84.00% (n=84), to acquire physical capital such as household assets 69.00% (n=69), to raise human capital in terms of affording better health facilities and to pay for children education 71.00% (n=71). Also, about 64.00% (n=64) of smallholder farmers said that VICOBA have helped them acquire land by giving them the ability to pay for the land something which they hadn’t before. Lastly but not least, VICOBA have impacted Kiteto smallholder farmer’s social standpoint by connecting them with not only farmers in other parts of Kiteto but also farmers from other parts of Manyara region as well as the whole country. These networks enabled smallholder farmers to interact both socially but also economically in a broader area. This finding has been confirmed by 78.00% (n=78) of surveyed smallholder farmers in Kiteto district. These results are in line with what Wrenn (2007) found.

Whether VICOBA is the best way to increase income or not is not answered in this thesis, but it concludes that it can be one useful tool, though several things can be improved in many of the VICOBA subject of this study in order to work more effectively and contribute to improving household income to a larger extent. This study shows a general agreement among the interviewed smallholder farmers that even though it does not lead directly to increasing their income these member-based MFIs are helpful and this might indicate, in accordance with some of the earlier research, that they are needed to help people not to become more and deeper stuck in poverty. VICOBA is not only positive or negative, for example it depends on how are operating, on the knowledge among the members and how investments are made. This study indicates that microfinance is not the only way and cannot alone lead to improvement of smallholder farmers’ income.











[bookmark: _Toc495239531]Table 4.11: Perception of smallholder farmers toward VICOBA loan services

		Question 

		Category

		

		Frequency

		Percentage (%)



		How often do you access micro-loans in a year?

		Occasionally

		

		66

		

		66.0



		

		Frequently

		

		34

		

		34.0



		

		

		

		

		

		



		Are VICOBA helpful to you?

		Yes

		

		92

		

		92.0



		

		

		

		

		

		



		

		No

		

		08

		

		08.0



		

		

		

		

		

		



		If they are, how have they helped you?

		Increase financial capital

		



		92

		

		92.0



		

		

		

		

		

		



		

		

		

		

		

		



		

		

		

		

		

		



		

		Decrease poverty

		

		84

		

		84.0



		

		

		

		

		

		



		

		Increase physical capita

		



		69

		

		69.0



		

		

		

		

		

		



		

		Increase human capital

		



		71

		

		71.0



		

		Improve social capital

		

		78

		

		78.0



		

		Increase natural capital

		



		64

		

		64.0



		

		

		

		

		

		



		Do you agree VICOBA are helpful to you?

		Strongly agree

		

		46

		

		46.0



		

		Agree

		

		44

		

		44.0



		

		

		

		

		

		



		

		I don’t know

		

		02

		

		02.0



		

		

		

		

		

		



		

		Disagree

		

		06

		

		06.0



		

		

		

		

		

		



		

		Strongly disagree

		

		02

		

		02.0



		

		

		

		

		

		



		How has VICOBA impacted your life?

		Positively

		

		92

		

		92.0



		

		

		

		

		

		



		

		Negatively

		

		08

		

		08.0



		

		

		

		

		

		



		Can you recommend a friend or relative to borrow from VICOBA?

		Yes

		

		88

		

		88.0



		

		

		

		

		

		



		

		No

		

		12

		

		12.0







On the other hand, the study cross referenced respondents business size and how often they access loans and it was found that 42.86% (n=12) of smallholder farmers who own small firms accessed loans so frequently and 100.00% (n=08) of smallholder farmers are in medium size businesses did the same. This phenomenon has described by differences business volume as per investment and turnover which influences the ability of a business to repay loans. The medium sized businesses have greater volume of business and their level of investment provide them with ability to repay their loans than small businesses. Also, similar results were reported by Nawai and Shariff (2010) and (2013); Ochung (2013), Njangiru, Maingi and Muathe (2014) and Haule (2015). 

[bookmark: _Toc495239532]Table 4.12: Cross reference of business size and frequency of accessing loan

		Business Size

		Total respondents by business size

		Frequency of Accessing loan



		

		

		Loan accessed occasionally

		Loan accessed frequently



		

		

		Frequency

		Percentage

		Frequency

		Percentage



		Small enterprise

		28

		16

		57.14

		12

		42.86



		Medium enterprise

		08

		00

		00.00

		08

		100







Moreover, the study cross tabulated smallholder farmers characteristics with their perceptions of VICOBA to find how variations in sex, age, household size, marital status, paid employment, education level and possession of business can have a different outlook on VICOBA. The analysis revealed that age of respondents, their educational level, the number of children they have and experience in IGAs are major determinants of their views, perception and satisfaction of the micro credit scheme and by implication the nature of impact the loan has on them.

For the case of age groups, during cross referencing a researcher categorises them in two groups: young smallholders aged between 26-45 years and old smallholders aged 46 years and above. On question of how often smallholder farmers access loans for their use, there was a significant difference between the views of younger and older smallholder farmers. The findings show that 77.77% (n=42) of young smallholder farmers access loans occasionally while 52.17% (n=24) of older smallholder farmers did access loans occasionally. On the other hand, 47.73% (n=22) of older smallholder farmers accessed loans frequently while only 22.33% of younger smallholder farmers accessed loans frequently. The immense experience in agricultural activities as well as in business is the factor which contributed to older smallholder farmers to accessed loans so frequently (Bwamwojo, 2013; Kanoni, 2015). Moreover, the old farmers have enough assets to use as collateral than the young ones. The fact here is with experienced old smallholder farmers were able to take loan and repay in time as a result they were able to take loans frequently. This was confirmed during KIIs with MFI officials. Furthermore, Roy (2014) and Ugiagbe (2014) established similar results.

[bookmark: _Toc495239533]Table 4.13: Cross reference of age with smallholder farmers perception toward VICOBA

		Question

		Response

		Age groups



		

		

		26-44

		45+



		

		

		Frequency

		Percentage

		Frequency

		Percentage



		How often do you access loan?

		Occasionally

		42

		77.77

		24

		52.17



		

		Frequently

		12

		22.33

		22

		47.73



		Total 

		

		54

		100.0

		46

		100.0



		Are VICOBA helpful to you?

		Yes

		48

		88.88

		44

		95.65



		

		No

		06

		11.12

		02

		04.35



		Total 

		

		54

		100.0

		46

		100.0



		Can you recommend a friend or relative to VICOBA loan?

		Yes

		44

		81.48

		44

		95.65



		

		No

		10

		18.52

		02

		04.35



		Total 

		

		54

		100.0

		46

		100.0



		How have VICOBA impacted your life?

		Positive 

		48

		88.88

		44

		95.65



		

		Negative 

		06

		11.12

		02

		04.35



		Total

		

		54

		100.0

		46

		100







Moreover, on the question of whether VICOBA are helpful to them, there was no significant difference between the views of the younger and older smallholder farmers. For example 88.88 (n=48) of younger smallholder farmers said Yes that VICOBA are helpful to them, while 44 (95.65%) of older smallholder farmers also said Yes to the question of whether VICOBA are helpful. Similarly, De Goey (2012) and Roy (2014), found out that community perception about microfinance is good as they see VICOBA as their engine out of poverty and oppression. They further pointed out that microfinance plays significant role in smallholder farmers’ life. On the contrary, 11.12% (n=06) of younger farmers said that VICOBA are not helpful at all, while 04.35% (n=02) of older respondents also said that VICOBA are not there to help at all. A look at the chi square value (χ2 = (N = 100, df = 2) = .063, PC .553, shows that the perception of the respondents on the questions of whether MFI are not there to help was not affected by their age or experiences in life. 



In addition to that, there is again no significant difference among young and old smallholder farmers on the question about whether they will recommend a friend or a relative to VICOBA loan. The results of this study shows that 81.48% (n=48) of younger and 95.65% (n=44) of older smallholder farmers agreed that they will recommend a friend or a relative to acquire loan from VICOBA. Also, when asked VICOBA loan have impacted their lives 88.88% (n=48) of young and 95.65% (n=44) of old smallholder farmers pointed out that VICOBA have positive effect in their lives. On the contrary, 11.12% (n=06) of younger smallholder farmers and 04.35%( n=02) of older smallholder farmers said that VICOBA are not helpful to them and have impacted negatively in their lives. Chi square value at test to this (χ2 = (N = 100, df = 2 = .184, PC .356). In line with the study, Long (2009) found that the community in Yaoundé Cameroon has positive attitude toward VICOBA as the tool to lift the poor from destitute situation. Responding to these perceptions VICOBA extended their services and increases the depth of their outreach to the poorer. The similar results were found by Roy (2014) and Gilal, (2011). Moreover, De Goey (2012) conducted a study in Dar es Salaam, Tanzania and found that the VICOBA contributed to positive changes in the well-being of community.

Moreover, the study uncovers the perception of females which is extremely contrary to males in terms of “in what ways VICOBA helps them (Ahlen, 2012). Contrary to that, the study has found that there is no significant difference between women and men smallholder farmers perception regarding to impact of VICOBA in their income. The study found that about 55.55% (n=15) of male and 69.89% (n=51) of female smallholder farmers have accessed loans occasionally while   44.45% and 30.11% of male and female smallholder farmers accessed loan frequently. Consequently, these loans has positive impact to 96.30% (n=26) of male smallholder famers and 90.41% (n=66) of female smallholder farmers.  Due to this the smallholder farmers are happy to recommend their friends and relatives to acquire loans from VICOBA. This is confirmed by 92.59% (n=25) of male smallholder farmers and 91.78% (n=67) of female smallholder farmers.  When asked they are ready to recommend the friends they said that VICOBA are helpful and they want to share the good thing with friends and relatives. Also, Roy (2014), Ugiagbe (2014), Gilal, (2011) and Long (2009) found similar results.









[bookmark: _Toc495239534]Table 4.14: Cross reference of sex with smallholder farmers perception toward VICOBA

		Question

		Response

		Sex 



		

		

		Male 

		Female 



		

		

		Frequency

		Percentage

		Frequency

		Percentage



		How often do you access loan?

		Occasionally

		15

		55.55

		51

		69.89



		

		Frequently

		12

		44.45

		22

		30.11



		Total 

		

		27

		100.0

		73

		100.0



		Are VICOBA helpful to you?

		Yes

		25

		92.59

		67

		91.78



		

		No

		02

		07.41

		06

		08.22



		Total 

		

		27

		100.0

		73

		100.0



		Can you recommend a friend or relative to VICOBA loan?

		Yes

		25

		92.59

		67

		91.78



		

		No

		02

		07.41

		06

		08.22



		Total 

		

		27

		100.0

		73

		100.0



		How have VICOBA impacted your life?

		Positive 

		26

		96.30

		66

		90.41



		

		Negative 

		01

		11.12

		07

		09.59



		Total

		

		27

		100.0

		73

		100







In case of business experience, smallholder farmers with more than six years experience are far better in handling business activities and are efficient than farmers with experience of less than six years. Therefore, perception of a respondent toward VICOBA who is less experienced in business engagements can be different from a respondent with more experience (Roy, 2014). Therefore, conforming to the view that more experienced business persons tend to positively tilt their views in favour of the micro credit scheme, this study found that 93.55% (n=29) and 20.00% (n=01) of smallholder farmers with more than six years experience and smallholder farmers with less than six years experience have been frequently (more than two times) accessed loans respectively. Also, there is a significant difference between smallholder farmers with less than six years experience and those with more than six years experience about the question of whether VICOBA are helpful to them. Findings shows that 96.78% (n=30) of  smallholder farmers with more than six years experience said that VICOBA are there to help as contrasted by 60% (n=03) of smallholder farmers with less than six years experience in business. Also, Roy (2014), Ugiagbe (2014), Gilal, (2011) and Long (2009) found similar results.



[bookmark: _Toc495239535]Table 4.15: Cross reference of business experience with perception toward VICOBA

		Question

		Response

		Business experience 



		

		

		≤05 years 

		≥06 years 



		

		

		Frequency

		Percentage

		Frequency

		Percentage



		How often do you access loan?

		Occasionally

		04

		80.00

		02

		06.45



		

		Frequently

		01

		20.00

		29

		93.55



		Total 

		

		05

		100.0

		31

		100.0



		Are VICOBA helpful to you?

		Yes

		03

		60.0

		30

		96.78



		

		No

		02

		40.0

		01

		03.22



		Total 

		

		05

		100.0

		31

		100.0



		Can you recommend a friend or relative to VICOBA loan?

		Yes

		03

		60.0

		30

		96.78



		

		No

		02

		40.0

		01

		03.22



		Total 

		

		05

		100.0

		31

		100.0



		How have VICOBA impacted your life?

		Positive 

		04

		80.00

		29

		93.55



		

		Negative 

		01

		20.00

		02

		06.45



		Total

		

		05

		100.0

		31

		100







Again, on the question about how VICOBA have impacted their lives, 93.55% of smallholder farmers with more than six years said that VICOBA have positively impacted their lives while 80.00% of respondents with less than six years experience did the same. Similarly, about 20.00% of respondents with less than six years experience claimed that VICOBA have impacted their lives in a negative way as contrasted by 06.45% of smallholder farmers with more than six years. Also Roy (2014) found similar results. As to whether smallholder farmers will recommend their relatives and friend to VICOBA loans, the study found that 60% of smallholder farmers with less than six years experience were ready to recommend friends and relative to VICOBA loan while 96.78% of respondents with more than six years experience said will do the same. On the contrary, 40% of respondents with less than six years experience said that cannot recommend a friend or relative to VICOBA loans as opposed by 03.22% of respondents with more than six years experience.

In case of household size and smallholder farmers perception toward VICOBA, the cross tabulation shows that there is significant difference between respondents large family and small family. The study found that 65.83% (n=24) of respondents with 0–3 children said that they access loan so frequently while 17.54 (n=10) of respondents who have four and more children pointed out the same. On the other side, 82.46% of respondents with four and more dependants accessed loan occasionally while only 44.17% of respondents with less than three dependants accesses loan occasionally. The chi square values of the analysis attest to this (χ2 = (N = 100, df = 2) = 4.825, PC .011). This value shows that there is a significant difference between the smallholder farmers with three or less children and smallholder farmers with more than four children.

Moreover, the study found that 100% (n=43) of small farmers who have not more than three dependants said that VICOBA loans have positively impacted their lives while of all respondents with four children and above 85.17% (n=49) said the loans have positively impacted their lives. Low response of respondents with more dependants is due to the fact that reason the burden of sponsoring the four or more children in school coupled with other sundry expenses on food, housing, health and clothing amongst others may have given their businesses and financial standing a serious beating and a negative impact. That is why due to the burden of caring for large family VICOBA loan seems to negatively affect their ability to rise their income. As a result, they accessed loans less frequently. 

[bookmark: _Toc495239536]Table 4.16: Cross reference of household size with smallholder farmers perception toward VICOBA

		Question

		Response

		Household size (number of dependants) 



		

		

		≤03 

		≥04 



		

		

		Frequency

		Percentage

		Frequency

		Percentage



		How often do you access loan?

		Occasionally

		19

		44.17

		47

		82.46



		

		Frequently

		24

		65.83

		10

		17.54



		Total 

		

		43

		100.0

		57

		100.0



		Are VICOBA helpful to you?

		Yes

		41

		95.35

		51

		89.47



		

		No

		02

		04.65

		06

		10.53



		Total 

		

		43

		100.0

		57

		100.0



		Can you recommend a friend or relative to VICOBA loan?

		Yes

		41

		95.35

		51

		89.74



		

		No

		02

		04.65

		06

		10.53



		Total 

		

		43

		100.0

		57

		100.0



		How have VICOBA impacted your life?

		Positive 

		43

		100.00

		49

		85.97



		

		Negative 

		00

		00.00

		08

		14.03



		Total

		

		43

		100.0

		57

		100





Moreover, level of education was also cross tabulated against small holder farmers perceptions. The investigation of the respondents view whether VICOBA are helpful or not. Education wise the five groups were reduced to three; primary, secondary (O and A-Level secondary education) and tertiary (certificate, diploma and degree). The results of the study shows that 88.11% (n=37) of the respondents with primary education said yes VICOBA are helpful to them. The similar view is shared by respondents with secondary education as well as respondents with tertiary education as 92.50 (n=37) and 100 (n=18) provided a similar observation. In terms of how often they access VICOBA loans; there is a slight difference between respondents. About 80.95% and 87.50 of those with primary and secondary education respectively said that they access loans occasionally while 61.11% (n=11) of respondents with tertiary education do the same. This might contributed to the fact that respondents with tertiary education can easily repay their loans because they depend on multiple sources of income such as paid employment and business.  Similar results were found by Yunus and Weber (2007), Haule (2015), Kanoni (2015), Roy (2014). 

Similarly, smallholder farmers with secondary education 88.24% (n=31), advanced secondary education 84.62% (n=11), Diploma and or Certificate 81.82% (n=09) and University education 100% (n=06) said yes that VICOBA are there to help them. On the question of whether VICOBA has positively or negatively impacted their lives, 26 (72.22%) and 26 (76.47%) of respondents with primary and ordinary level secondary education said that VICOBA have impacted their lives positively. Moreover, 85.71% (n=37) of smallholder famers with primary education, 97.50%(n=39) who possess secondary education and 94.44% (n=17) of respondents with a tertiary education agreed that VICOBA has been helpful to their lives and so they have positive impact. This shows that levels of education have no significant difference in the perception of the respondents. Chi square value of analysis attests to this χ2 = (N = 100, df = 2) = 09.865, PC .001.













[bookmark: _Toc495239537]Table 4.17: Cross reference of education level with smallholder farmers perception toward VICOBA

		

Question

		

Response

		

Question

		

Response

		

Question



		How often do you access loan?

		Occasionally

		34(80.95 %)

		35(87.50%)

		11(61.11%)



		

		Frequently

		08(19.05%)

		05(12.5%)

		07(38.89%)



		Total 

		

		42 (100.0%)

		40 (100.0%)

		18 (100.0%)



		Are VICOBA helpful to you?

		Yes

		37(88.11%)

		37(92.50%)

		18(100.00%)



		

		No

		05(11.89%)

		03(07.50%)

		0(00.00%)



		Total 

		

		42 (100.0%)

		40 (100.0%)

		18 (100.0%)



		Can you recommend a friend to VICOBA loan?

		Yes

		37(88.11%)

		36(90.00%)

		15(83.33%)



		

		No

		05(11.89%)

		04(10.00%)

		03(17.67%)



		Total 

		

		42 (100.0%)

		40 (100.0%)

		18 (100.0%)



		How has VICOBA impacted your life?

		Positive 

		36(85.71%)

		39(97.50%)

		17(94.44%)



		

		Negative 

		06(14.29%)

		01(02.50%)

		01(05.56%)



		Total

		

		42 (100.0%)

		40 (100.0%)

		18 (100.0%)







Moreover, the study investigated the perception of married respondents which is contrary to unmarried in the ways VICOBA helps them (Bee, 2007; Manongi, 2013; Ngalemwa, 2013; Kanoni, 2015). As expected the study found that there is a greater significant difference between married smallholder famers and unmarried smallholder farmers’ perception on the subject of the impact of VICOBA in their income generating activities. The study found that about 85.55% of married smallholder farmers and 49.89% of unmarried smallholder farmers have accessed loans occasionally while 14.45% and 50.11% of married and unmarried smallholder farmers accessed loan frequently. This must be attributed by responsibilities married farmers have than unmarried. Also, the married are favoured by the VICOBA due to the security purposes that they are less mobile compared to unmarried and so they are not denied to access loan. 

Consequently, these loans have positive impact to 96.30% of married smallholder famers and 90.41% of unmarried smallholder farmers.  Due to this the smallholder farmers are happy to recommend their friends and relatives to acquire loans from VICOBA. This is confirmed by 94.59% of married smallholder farmers and 93.98% of unmarried smallholder farmers. These results are shared by Roy (2014), Ugiagbe (2014), Gilal, (2011) and Long (2009) who found similar results.



For the cross reference of paid employment and smallholders perceptions, the study found that respondents who possess a paid employment see VICOBA differently. On question of how often smallholder farmers access loans for their use, there was a significant difference between the views of respondents who are in a paid employment and smallholder farmers who are not. The findings show that 87.77% of employed smallholder farmers access loans occasionally while 47.17% of unemployed smallholder farmers did access loans occasionally. On the other hand, 52.73% of unemployed smallholder farmers accessed loans frequently while only 12.33% of employed smallholder farmers accessed loans frequently. The immense knowledge and experience in agricultural activities as well as in business is the factor which contributed to employed smallholder farmers to accessed loans so frequently (Bwamwojo, 2013; Kanoni, 2015). Moreover, the employed smallholder farmers have enough assets to use as collateral (such as salary) than the unemployed ones. This was confirmed during KIIs with MFI officials. Furthermore, Roy (2014) and Ugiagbe (2014) established similar results.

In general, the analysis revealed that age of respondents, their educational status, the number of times they have accessed the loans for business ventures and the number of their children are major determinants of their views perception and satisfaction of the micro credit scheme and by implication the nature of impact the loan has on them. Experience matters a lot here as evidence by the older respondents and those have accessed the loan more than twice all tend to positively tilt their views in favour of the micro credit scheme. While the burden of caring for large family seems to negatively affect the impact the loan has on their lives.

[bookmark: _Toc498942430]4.4 Contribution of VICOBA to Access of Micro Loans among Smallholder Farmers

[bookmark: _Toc463687698]Access to VICOBA loans was found to be moderately better as it take around three weeks for a smallholder farmer to get a loan. However, respondents were further asked to provide their perception on the effectiveness of VICOBA in giving loans. The ability in providing loans was ordered from very efficient, efficient, i don’t know, in-efficient and very in-efficient. The results indicated that majority of smallholder farmers 77.00 %( n=77) whereby 71% (n=71) perceived that loan provision services was efficient and 06% (n=06). This finding is in line with Rweyemamu (2003) and Kessy and Urio (2006) who found that VICOBA in Tanzania are the fastest growing financial institutions (FIs) and the best in industry to serve the poor and disadvantaged groups within the society. Contrary to that is Chijoriga (2008) who without doubt found that FIs in Tanzania are not efficient.







[bookmark: _Toc484180738]Figure 4.3: Efficiency of VICOBA in provision of loans

[bookmark: _Toc118359047][bookmark: _Toc118359128][bookmark: _Toc463653916][bookmark: _Toc463687678]

The formal and informal financial institution aim at eradicating poverty by ensuring community people have access to capital for purpose of improving their economic activities such as agriculture and commerce (Cabon, 2002). It is believed that microfinance enable smallholder farmers to easily access to credit facilities without collateral (IFAD, 2003a). In 2007, more than 100 million of the world’s poorest families received a microloans worldwide (Daley, 2009). Generally, access to micro loans could be very essential in income poverty alleviation of those poor rural households that cannot access credit from the formal financial institutions such as Banks due to a lack of collaterals. The establishment of microfinance institutions was thus important as they can provide loans to the active poor people with soft conditions that take into consideration the need and capacity of the poor. As part of the solution, different organizations have assisted people in formation of informal/formal groups and associations like SACCOS and VICOBA program (MoFEA, 2009).

The improved access to finance and financial services creates income generating capacity which may enable the poor to access all the development requirements to get out of poverty and reduce their vulnerability to unexpected events (Nyamsogoro, 2010). Financial institutions should ideally provide low cost and accessible channels for transfer of remittances, which are crucial to the copping strategies of many rural households (Orozco, 2003). VICOBA like any other micro-finance scheme are saving and micro-finance groups which target low income community members to encourage saving and provide access to micro-loans for small enterprises development (SEDIT, 2010). Results show that most of VICOBA members joined the scheme in order to access credit and they acknowledged to have benefited as per their expectations. About 74.0% (n=74) said yes they access VICOBA loans from their areas where they live and about 92.0% (n=92) agreed that they have benefited from VICOBA loans.

[bookmark: _Toc495239538]Table 4.18: Accessibility of VICOBA loan to smallholder farmers

		Question 

		Response

		Frequency

		Percentage (%)



		Do you access VICOBA loan at your area?

		Yes

		74

		74.0



		

		No

		26

		26.0



		Before VICOBA, where did you access loans?

		SACCOS

		23

		23.0



		

		Bank

		02

		02.0



		

		NGO

		48

		48.0



		

		Other

		27

		27.0



		Was it easy for you to join VICOBA and became a member?

		Strongly agree

		24

		24.0



		

		Agree

		51

		51.0



		

		I don’t know

		00

		00.0



		

		Disagree

		23

		23.0



		

		Strongly disagree

		02

		02.0



		To what extent do you think VICOBA has improved access to loan?

		Strongly improved

		16

		16.0



		

		Improved

		77

		77.0



		

		I don’t know

		00

		00.0



		

		Un-improved

		07

		07.0



		

		Strongly un-improved

		00

		00.0



		Have you benefitted with VICOBA loans?

		Yes

		92

		92.0



		

		No

		08

		08.0







Moreover, the results of the study shows that before VICOBA were established in Kiteto District most smallholder farmers, 48.0% (n=48), were accessing loan from financial institutions registered as NGOs. Others accessed loan from SACCOS, 23.0% (n=23) and 02.0% (n=02) from commercial banks. Furthermore, the study found that smallholder farmers accessed loans from other means such as self financing and lending from relatives, friends and from individual lenders. These results are in line with Ahlen (2012), Ngalemwa (2013), Jason (2014) and Haule (2015). On the contrary, Skees (2003), Von Pischke (2003), Robert et al. (2008), Ledgerwood (2009) and Nyamsogoro (2010) found that it is difficult for VICOBA members to access sufficient loans for buying agricultural inputs. Rural entrepreneurs therefore find it difficult to access funds and have to rely largely on self-financing when they want to invest (Haule, 2015). 

Regarding the easiness to join VICOBA and became a member, 24.0% (n=24) of smallholder farmers strongly agreed that it was easy for them to join VICOBA and 51.0% (n=51) agreed that it was easy to join VICOBA and become a member. On the contrary, about 25% (n=25) of which 23.0% (n=23) said that they don’t agree it was easy for them to join VICOBA while 02.0% (n=02) said that they strongly disagree. This is because joining VICOBA sometimes is difficult because smallholder farmers are scattered in deep village locations where it is impractical to reach them. Not only that but also, most smallholder farmers are poor such that are not attracting to VICOBA.

In addition to that, as to what extent VICOBA has improved access to loan, 16.0% (n=16) said that VICOBA has strongly improved smallholder farmers’ access to loan. Also, 77.0% (n=77) of smallholder farmers pointed out that VICOBA have improved the access of loan. On the other hand, about 07.0% (n=07) said that VICOBA have not improved the accessibility of loan to smallholder farmers. These results are shared by Borode, (2011), Ngalemwa (2013) and Jason (2014) who found that VICOBA have benefited smallholder farmers in reducing their income poverty by playing an important role in enabling the poor to save and access credits. On the contrary, Nyamsogoro (2010) found that smallholder farmers often have little access to credit and savings service even if they are able to save. They can’t provide collateral for credit and are therefore often not even served by financial institutions (Nyamsogoro, 2010).

[bookmark: _Toc498942431]4.5 The Influence of VICOBA to Income of Smallholder Farmers

The impact of VICOBA loan on smallholder farmer’s income was estimated using linear multiple regression model and the econometric results are presented in table 4.19. The F-statistic which measures the overall significance of the estimated parameters is statistically significant (Prob>F = 0.0000), which implies that the estimated parameters are not jointly equal to zero; hence it is a good model. The R-squared of 0.4002 and adjusted R-squared of 0.3649 are consistent with collected cross sectional data.



The econometric model was used to analyse the third specific objective of the study ‘To determine the contribution of VICOBA loan in smallholder farmer’s income among VICOBA members’. In the model, smallholder farmers’ income was used as a proxy for smallholder farmer’s income and was the dependent variable. Land ownership was captured as a dummy (=1 if land is owned by a farmer, 0 = otherwise). Empirical results suggest that VICOBA loan has no significant effect on smallholder farmers’ income. This result is in line with what De Goey (2012); Nkya (2006); Okurut and Bategeka (2006); Maleko et al. (2013); Banerjee et al (2013); Coleman (1999) and Mushi (2004) found in their studies conducted both within and outside Tanzania. Moreover, the partial correlation of smallholder farmers’ income and VICOBA loan adjusting for the effects respondent individual characteristics and household characteristics was estimated and the results suggest that it was statistically insignificant with p-value = 0.8456 as shown in table 4.20). The partial correlation results are consistent with the regression model results which suggest that VICOBA has no significant effect on smallholder farmers’ income.



[bookmark: _Toc495239539]Table 4.19: Econometric results on impact of VICOBA on smallholder farmers’ household income

		Dependent Variable: smallholder farmers’ household Income



		Independent Variables

		Coefficient 

		t-value 

		p-value 

		Significance level



		Household size

		-0.0314

		0.10

		0.911

		



		VICOBA loan

		-0.0782

		0.55

		0.574

		



		Education level

		0.7400

		3.69

		0.000

		0.01



		Technology

		0.0651

		3.19

		0.002

		0.01



		Inputs 

		0.0417

		0.08

		0.930

		



		Land ownership

		-0.0840

		0.51

		0.629

		



		Paid employment 

		0.7010

		2.76

		0.059

		0.01



		Constant 

		5.7646

		3.49

		0.002

		0.01



		Number of observation

		100

		

		

		



		F (5,95)

		11.02

		

		

		



		Prob>F

		0.0000

		

		

		



		R –squared

		0.4102

		

		

		



		Adjusted R- squared

		0.3802

		

		

		







The insignificance of the coefficient of the land dummy may be accounted for by the terms of hiring land in Kiteto. The fees for hiring land in Kiteto is higher than other places ion Manyara region and is the second for higher land fee preceded by Moshi in Kilimanjaro region. The charge for hiring an acre is standing between 100,000 TZS to 200,000 depending on the position/location of the land and its fertility. The payments are on yearly basis but since smallholder farmers depend on rain for their agricultural activities this amount are extremely high.  In addition to that, the loan amounts smallholders secure from VICOBA are also small on average and are used mainly for consumption smoothing as opposed to productive investment that can lead to substantial increases in income flows to the households. Interest rate is so high too. So, high interest rates on VICOBA loans and given the size of loans, smallholders are likely to found themselves in a poverty trap of creating a vicious cycle of debt. This is mostly attributed among the borrowers, especially in the event that they are conditioned to borrow more loans to pay off earlier loans, hence may lead to worsening of their income.

Therefore, these results call for a regulatory framework for interest rates charged and land hiring fees for agricultural purposes so as to enhance smallholder farmers income and ultimately their household welfare. However, these results are in sharp contrast to Okurut et al. (2013); Nichols (2004) and Gedion et al. (2015) who in their study reported that VICOBA loans have a positive and significant effect on poor’s income and hence welfare.

[bookmark: _Toc495239540]Table 4.20: Partial Correlation of Total smallholder farmers Income and Access to Microfinance

		Variable

		Partial correlation

		Semi partial correlation

		Partial correlation squared

		Semi partial correlation squared

		p-value



		Smallholder farmers size

		0.0529

		0.0500

		0.0030

		0.0023

		0.5222



		VICOBA Loan 

		0.0140

		0.0129

		0.0002

		0.0002

		0.8456



		Number of dependants

		-0.0989

		-0.0929

		0.0099

		0.0090

		0.2290



		Education level

		0.0666

		0.0637

		0.0050

		0.0040

		0.4122



		Married 

		0.0710

		0.0666

		0.0050

		0.0044

		0.3884



		Unmarried  

		-0.1466

		-0.1380

		0.0214

		0.0190

		0.0740



		Sex  

		-0.0190

		-0.0177

		0.0004

		0.0003

		0.8181



		Business experience 

		-0.0289

		-0.0272

		0.0007

		0.0007

		0.7254



		Household assets

		0.1930

		0.1826

		0.0372

		0.0342

		0.0176



		Age 

		-0.1030

		-0.0966

		0.0103

		0.0092

		0.2120



		Paid employment

		0.1053

		0.0981

		0.0109

		0.0096

		0,2032



		Type of business 

		-0.0082

		-0.0073

		0.0001

		0.0001

		0.9263







Education level has a positive and significant effect on smallholder farmers income at 0.01 level of significance. This result is consistent with expectations because education enhances human capital development which increases its productivity, thereby increasing the income earning potential which increases smallholder farmers welfare. 

Also, Ifelunini and Wosowei (2012) found education level has positive impact on income of the poor. Therefore, the current government policy initiatives of improving the quality of education must go a long way in enhancing smallholder farmers’ welfare. In addition to that, paid employment has a positive and significant effect on income of smallholder farmers at 1 percent significance level. The policy implication of this result is that continuous creation of employment opportunities in the public and private sectors is very critical in improving farmers’ income. The current government policy initiatives of diversifying the economy are in the right direction of creating more employment opportunities. 

Apart from education and employment, also the technologies that farmers use in their agricultural production have a positive and significant effect on smallholder farmers’ income at 1 percent significance level. The findings are in line with what Mushi (2000), Mdoe and Macha (2002) and Haule (2015) found. The intuition is that smallholder farmer’s assets can boost the productivity of the farmers, hence lead to increased smallholder farmers household income. In addition, the creditworthiness of the smallholder farmers is enhanced by paid employment which increases their likelihood to borrow more for productive investment.

[bookmark: _Toc498942432]4.7 Challenges Facing Smallholder Farmers in Accessing VICOBA Loans

The study also investigated the challenges facing smallholder farmers in accessing VICOBA financial services. The smallholder farmers said that loan availability is good. Between the surveyed smallholder farmers, 68% (n=68) pointed out that loan is available while 32% (n=32) of smallholder farmers said that loan in availability is low. On the other hand, no one said loan availability is very low neither is highly available. This research concludes that the VICOBA loan is moderately available. These findings corroborate with the findings by Malamsha and Kimaro (2014) who found that without financial assistance, small farmers and artisanal fishermen cannot cope with temporary cash flow problems, and are thus slowed down in their desire to innovate and expand. The general perception is that access to external finance is critical for smallholder farmers, who may never have funds proportional to their ambitions. They also lack collateral, good reference, ability to repay the loan and insufficient income. 











[bookmark: _Toc495239541]Table 4.21: Smallholder farmers’ accessibility to micro-credit

		Are micro loans available to you?

		Frequency

		Percentage (%)



		i. Highly available 

		00

		00.



		ii. Available 

		68

		68



		iii. I don’t know

		00

		00



		iv. Un-available 

		32

		32



		v. Very un-available

		00

		00



		Total 

		100

		100







In addition, Rweyemamu et al. (2003), evaluated the performance and constrains facing MFIs in providing micro-credit in Mbeya and Mwanza regions. The primary data were collected through a formal survey of 222 farmers participating in the Agriculture Development Programme in Mbozi and the Mwanza Women Development Association in Ukerewe. In the analysis of their study the interest rates were found to be a significant barrier to the borrowing decision. Also farmers cited other problems like lengthy credit procurement procedures and the amount disbursed being in adequate and untimely acquisition of loans as reasons for non-repayment.  According to Denanyoh et al. (2013), Kato and Kratzer (2013); Malamsha and Kimaro (2014) and Gedion et al. (2015), the challenges faced by smallholder farmers in accessing VICOBA loans are such that long procedures involved in application and long processing, delay in loan disbursement, requirement that a member must have accumulated savings, lack of security/ collateral, requirement that one must be a member of a group first, and high cost of acquiring loan. 

In case of loan procedures, the study shows that about 62% (n=62) of all surveyed respondents said that long procedures in application and processing of loan is among challenges facing smallholder farmers in accessing VICOBA loans. They have to go through a lengthy procedure in order to access loan. Also, lack of collaterals was mentioned by 78% (n=78) as the leading challenge facing small holder farmers in accessing loans. The lack of collateral is however been smoothed by group lending where by all member groups must know each other and the group is liable when a member default. But still sometimes group member might need an assurance from members in case of default their savings remains safe. Among the conditions is that of possession of immovable assets and households valuables. It was mentioned that, for a client to obtain loan of a given amount they should have assets that are immovable and that can be easily sold out so as to recover the debts in case of customer’s default. 

Moreover, the study found that licensing and tax were mentioned by 63% (n=63) of smallholder farmers as one among the major challenges facing them in an attempt to access loan from VICOBA. Licensing and tax problem may be due to bureaucratic procedural and cost involved in processing, license tax and renewing license, a reason to why some entrepreneurs tend to avoid/evade payment of taxes and/or business registration/licensing. It is a challenge to government authority concerned with provision of licenses to revisit rules and regulations to cope with trade and economic liberalization. Another big challenge mentioned by 78% (n=78) of smallholder farmers in accessing loan was found to be membership to groups registered by a VICOBA it is necessary to be a member in a registered group so that a farmer can be eligible to access VICOBA loan.

High interest rates was mentioned by 83% (n=83) of smallholder farmers as a very big challenge to access loan from VICOBA. Most of VICOBA charged higher rate of interest for the amount of loans they acquired. The study found that VICOBA charges an interest rate of about 10% to 30% per month. Also, the study found that 72% (n=72) of smallholder farmers agreed that delays in providing loan is also a very intriguing challenge in accessing loans. During the survey it was found that in order for smallholder farmer to secure loan must wait for not less than 21 days. It was observed that 21 days are too many because if a farmer requests a loan for agricultural it will be too late in case of short rainfall. Thus smallholder farmers require reduction in the bureaucracy of securing loans. In addition to that, 53% (n=53) of smallholder farmers said that deposition of savings in VICOBA is also a challenge. Usually, a smallholder farmer is required to deposit some agreed amount of money in the VICOBA in order to be eligible for a loan. But due to the poor financial capacity of smallholder farmers this requirement was found to impede their access to loan.

[bookmark: _Toc463653925][bookmark: _Toc463687684][bookmark: _Toc495239542]Table 4.22: Challenges facing smallholder farmers to access VICOBA Loans

		What are the challenges in accessing a loan from the VICOBA

		Frequency 

		Percentage(%) 



		Licensing and tax

		63

		63.0



		High interest rates

		83

		83



		Difficult in joining VICOBA

		78

		78.0



		Lack of physical collaterals

		69

		69.0



		Delays in loan provision 

		72

		72.0



		Small amount of loan to poor

		68

		68



		Market competition

		42

		42.0



		Rental charges

		38

		38.0



		Long procedures in application and processing of loan

		62

		62.0



		Accumulation of savings in VICOBA

		53

		53.0



		Improper use of loan

		55

		55







The study also analysed market competition smallholder farmers face from other farmers and business persons, the results show that 42% (n=42) of small holder farmers experienced the stiff market competition. Basically these farmers are mainly those who possess and run business enterprises. Market competition is present because, many smallholder farmers engage themselves in these enterprises to earn income that will assist to improve their livelihood and so most of them tend to imitate what others are doing. As a result smallholder farmers profit falls and hence inability to repay loans. Subsequently, about 55% (n=55) of respondents said lack of proper use of loans is also a challenge while 38% (n=38) pointed out that that the rental charges are also major problems to client’s businesses. The rental charges where the business enterprises are located was high, a problem which results into reduced income to the enterprise. 

[bookmark: _Toc498942433]4.8 Summary

The study involved 100 smallholder famers both women and men in Kiteto. It was found that all 100 smallholder farmers were engaged in agriculture productions and some of them were also engaged in business ventures. Also, the study found that the smallholder farmers were involved in different economic activities and the main ones included crop and food selling, garments, bar and restaurants and whole sales. Those businesses were in small and medium size. In addition, The perception of smallholder farmers toward VICOBA loans services, from the Cross table 4.11 it has show  that 92% said that VICOBA are helpful to them, while 8%  smallholder farmers pointed out that VICOBA haven’t helped them. The contribution of VICOBA to access micro loans among smallholder farmers it indicated that majority of smallholder farmers 71.00% perceived loans provision is very efficient 20%efficient,1% they don’t know, 2% in efficient,6% very in efficient figure 4.3. Apart from Contribution of VICOBA loans to the smallholder farmers after analysis the result suggest that it was statistically insignificant with p-value=0.8456 as shown in the table 4.20, the partial correlation results are consistent with the regression model result which suggest that VICOBA has no effect on smallholder farmers income. Finally the challenges facing smallholder farmers in access VICOBA loans, the findings from the table 4.22 indicated that 62% said that long procedure in application and processing loans, 78% said lack of collateral and other challenges are high interest rate.
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[bookmark: _Toc427588861][bookmark: _Toc118358601][bookmark: _Toc118359058][bookmark: _Toc118359139][bookmark: _Toc498942436]5.1 Overview

[bookmark: _Toc264813630][bookmark: _Toc269029643][bookmark: _Toc269065937][bookmark: _Toc269215821][bookmark: _Toc269220349][bookmark: _Toc270941543][bookmark: _Toc427588862][bookmark: _Toc118358602][bookmark: _Toc118359059][bookmark: _Toc118359140]In this chapter a researcher presents a summary of the study, major findings of the study, conclusions and important recommendations as per the study findings.

[bookmark: _Toc498942437]5.2 Summary of the Findings

The major purpose of this study was to investigate the impact of VICOBA on improving smallholder farmer’s income in Kiteto District, Manyara Region. The study revealed that smallholder farmers despite of engaging in agricultural activities were also involved in different economic activities such as crop selling, food, garments and restaurants. Also, majority of smallholder farmers were in small scale businesses. Moreover, the cross tabulation of individual and household characteristics against smallholder farmers’ perception toward VICOBA show weak significant difference between individual personal characteristics and their perception. These difference lies on the differences in their age, experience in business, household (family) size, business size, marital status, paid employment and education level. In addition to that, the study found that VICOBA were efficient in provision of loan services in terms of their breadth and depth of outreach. In general, smallholder farmers claimed that are satisfied with loan services they receive despite the fact that the amount of loan is small and loan processing take too long.

On the other hand, the empirical results of the study put forward that the VICOBA loan has no significant effect on smallholder farmers’ income given statistical with p-value 0.8456 as shown in the table 4.18, also partial correlation result are consistent with the regression model result with suggest that VICOBA has no significant effect on smallholder farmers where by f-test is 0.000. On the contrary, educational level of smallholder farmers, education level and being in a paid employment were seen to have positive and significant effect on smallholder farmers’ income. Moreover, the study found that VICOBA loan services to smallholder farmers are accessible despite the many challenges. Additionally, interest rate, collateral, delays in provision of loan, small amount of loans and licensing and tax were found to be major constraints in accessing loan. Moreover, in case of contribution of VICOBA in accessibility of loan to smallholder farmers the study found that VICOBA influenced the accessibility of loan to rural population. 

[bookmark: _Toc269029644][bookmark: _Toc269065938][bookmark: _Toc269215823][bookmark: _Toc269220351][bookmark: _Toc270941544][bookmark: _Toc427588863][bookmark: _Toc118358603][bookmark: _Toc118359060][bookmark: _Toc118359141][bookmark: _Toc498942438]5.3 Conclusion

[bookmark: _Toc269029645][bookmark: _Toc269065939]The study concludes that, although loan provided by VICOBA had no influence on smallholder farmers’ income, it has however improved their livelihood and helps them out of extreme poverty. Therefore, VICOBA loan have contributed in reduction of poverty in Kiteto District although it hasn’t raised the smallholder’s income.

[bookmark: _Toc269215824][bookmark: _Toc269220352][bookmark: _Toc270941545][bookmark: _Toc427588864][bookmark: _Toc118358604][bookmark: _Toc118359061][bookmark: _Toc118359142][bookmark: _Toc498942439]5.4 Recommendations

Based on the study findings the following are the recommended; 

i. The Government needed to incorporate VICOBA development model into the National Poverty Reduction Strategy and also review cooperative and microfinance policies. Reviewing the Policies will bring on board the VICOBA guiding principles while maintaining autonomy and ownership of the scheme by members themselves. 

ii. VICOBA as an effective and relatively new rural development model in Tanzania requires a comprehensive advocacy strategy so as to subscribe more members especially from the rural communities where there are still some misconceptions connected to the scheme.

iii. This study recommends to the rural communities that they embrace the scheme in order to raise the necessary investment capital, acquire entrepreneurial knowledge and skills and start IGAs without having to rely on external support. Some villagers were not ready to join VICOBA fearing that is one of the deceptive schemes, so effective sensitization needs to be provided to the community. 

iv. The Government required supporting all VICOBA implementing agencies to establish an umbrella institution at National level that will work as their networking platform for the purposes of increasing geographical coverage while protecting the authenticity of this unique development Model.

v. District authorities must assign responsibilities to the cooperative, microfinance and community development officers to technically assist the VICOBA group members to properly manage their IGAs, legal registration of their groups, networks and properties so as to have a legal status that may later stand as collateral in the process of securing credit facilities from formal financial institutions.

vi. There is a need for the VICOBA methodology or its mode of operation to be reviewed in order to integrate some paramount and contextual phenomenon that are area specific like coastal/marine, uplands, forestry, agricultural and pastoral rural communities.

vii. The potential of VICOBA is not only on credit but, also in other discipline like social aspect. These observations indicate that something needs to be done urgently to improve coverage and increase the number of Tanzanians to be served by VICOBA for their livelihood development. 

viii. Based on these findings it is recommended that the government work out a modality to ensure the increased coverage of this unique rural development model. 

ix. The need for VICOBA to accept less demanding collaterals to give clients more confident in securing loans that will lead to increased per capita income and material assets, and improved smallholder farmers and household livelihood.

x. Lowering of interest rates charged to give a smallholder farmers’ ability to borrow more and more and other people to access on the same service. 

xi. The need to reduce bureaucracy in loan applications to give customers more opportunity to run the business and repay their loans without affecting their businesses.

xii. The need for the government authority concerned with provision of licenses and tax assessment to revisit rules and regulations to cope with trade and economic liberalization.

[bookmark: _Toc498942440]5.5 Contribution of This Study to Existing Knowledge

i. It help society as a whole to understand what is VICOBA and how it operates

ii. Easy formulation of policy concern about VICOBA.

iii. Come up with a solution on the challenges facing VICOBA on access of loans

[bookmark: _Toc269029646][bookmark: _Toc269065940][bookmark: _Toc269215825][bookmark: _Toc269220353][bookmark: _Toc270941546][bookmark: _Toc427588865][bookmark: _Toc118358605][bookmark: _Toc118359062][bookmark: _Toc118359143][bookmark: _Toc498942441]5.6 Areas for Further Research

Further research should be carried out to determine:

(i) The strategies that will make VICOBA to be instrumental in alleviating poverty and/or promoting local people social-economic development in Tanzania.

(ii) The extent to which VICOBA have supported and facilitated social economic development to their clients in Tanzania.

(iii) More studies are needed to be carried out to investigate the impact/contribution of these groups to livelihood improvement of their members and surrounding communities. 

(iv) Further research is needed to capture the role played by social capital in VICOBA lending model

(v) The study only covered the Kiteto District, therefore, it is suggested that future studies should cover other areas with different geographical conditions to compare results and see if VICOBA can contribute to Income increase. Generally, the study only covered the contribution of VICOBA to rise the smallholder farmers’ income 



[bookmark: _Toc498942442]5.7 Summary

 Conclusion and recommendations of the study has established that, VICOBA loans have greater impact to the livelihood of the smallholder farmers, loan accessed boosts their welfare. The researcher has recommended that, there is a need for VICOBA to improve it operation, rules and regulation to give smallholder farmers more confident in securing loans, lowering of interest rates, to reduce bureaucracy in provision of loan and the need for the government authority concerned with provision of licenses and tax assessment to revisit rules and regulations to cope with trade and economic liberalization. Also, the researcher recommends that the Government should incorporate VICOBA development model into the National Poverty Reduction Strategy. Also VICOBA is effective and relatively new rural development model, Government should support VICOBA on operating its activities. Furthermore, the researcher has disclosed the area of the further research: The strategies that will make VICOBA to be instrumental in alleviating poverty and/or promoting local people social-economic development in Tanzania.
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INTRODUCTION:

Dear interviewee;

You are kindly requested to answer the set of questions below giving relevant details.  They are purely meant for academic purpose. Your contribution toward smooth realization of the intended purpose is highly appreciated and any inconveniences that may arise are highly regretted.

SECTION A: RESPONDETS PERSONAL INFORMATION/ GENERAL PROFILE

I. Age

(a) 25-34 		(	)

         (b) 35-44		(	)

          (c) 45-54		(	)

          (D) 55+		            (          )

II. Sex 

a) Male 		(	)

b) Female 		(	)

III. Main Occupation

a) Farming		(	)

b) Business 		(	)

c) Others 		(	)

IV. Type of your business...................................................

V. Size of business

a) Small

b) Medium

VI. Marital status

a) Married 

b) Not Married







VII. Education level

a) Primary education

b) Secondary O level

c) Secondary A level

d) Diploma/Certificate

e) University education (Degree)

V.	Experience in business

a) 01-05

b) 06-10

c) 11-20

d) 21+

VI. Number of children

a) 0-3

b) 4+

VII.	Employed in paid jobs

a) Yes 

b) No



SECTION B: ATTITUDE/PERCEPTION OF SMALLHOLDER FARMERS IN KITETO DISTRICTTOWARD VICOBA

I. The following are questions that measure perception of smallholder farmer toward VICOBA. Tick what categories that you think describes best your opinion

		Question 

		Category 



		How often do you access micro-loans in a year?

		Occasionally 



		

		Frequently  



		Are VICOBA helpful to you?

		Yes



		

		No  



		If they are, how have they helped you?

		Increase financial capital 



		

		Decrease poverty



		

		Increase physical capita



		

		Increase human capital



		

		Improve social capital



		

		Increase natural capital



		Do you agree VICOBA are helpful to you?

		Strongly agree



		

		Agree 



		

		I don’t know 



		

		Disagree  



		

		Strongly disagree



		How has VICOBA impacted your life?

		Positively 



		

		Negatively 



		Can you recommend a friend or relative to borrow from VICOBA?

		Yes



		

		No 







SECTION C: CONTRIBUTION OF VICOBA TO ACCESS OF MICRO LOANS AMONG SMALLHOLDER FARMERS IN KITETO DISTRICT, MANYARA REGION

I. How do you rate the VICOBA effectiveness in provision of financial services?

a) Strongly efficient	 (	)

b) Efficient		(	)

c) I DONT KNOW

d) In-efficient		(	)

e) Strongly in-efficient	(	)

II. Answer this question by a tick at a response which you describes you well in connection with the VICOBA loan services

		Question 

		Response 



		Do you access VICOBA loan at your area?

		Yes 



		

		No 



		Before VICOBA, where did you access loans?

		SACCOS



		

		Bank 



		

		NGO



		

		Other 



		Was it easy for you to join VICOBA and became a member?

		Strongly agree



		

		Agree  



		

		I don’t know



		

		Disagree 



		

		Strongly disagree 



		To what extent do you think VICOBA has improved access to loan?

		Strongly improved 



		

		Improved 



		

		I don’t know



		

		Un-improved 



		

		Strongly un-improved



		Have you benefitted with VICOBA loans?

		Yes 



		

		No 







III. Are the poorest people access the loans provided by your VICOBA?

a) Yes 

b) No

IV. Do you AGREE that VICOBA breadth of outreach is good in Kiteto district?

a) Strongly agree	(	)

b) Agree 		(	)

c) I don’t know 	(	)

d) Disagree 	(	)

e) Strongly disagree (	)

V. How do you rank the depth of outreach of VICOBA in Kiteto district?

a) Very deep 	(	)

b) Deep		(	)

c) I don’t know 	(	)

d) Shallow 	(	)

e) Very shallow	(	)

VI. How long does it take to secure the loan since you send your application?

a) 10-20 days 	(	)

b) 21-30 days	(	)

c) 31+ days	(	)

VII. Are you satisfied with the provided VICOBA loan services?

a) Yes		(	)

b) No		(	)

SECTION D: THE INFLUENCE OF VICOBA TO INCREASE OF SMALLHOLDER FARMERS’ HOUSEHOLD INCOME IN KITETO DISTRICT, MANYARA REGION

I. What is the intended use of the loan?

a) Consumption	(	)

b) Business		(	)

c) Both 		(	)

II. Estimate your income before joining VICOBA ..................................... TZS

III. Now estimate your income after joining VICOBA .............................................TZS

IV. How many people depend on you for their wellbeing? ...........................

V. Technology

a) Tractor

b) Ox plough

c) Hand hoe

VI. Types of inputs you use in your farm (tick what you use)

a) Fertilisers

b) Pesticides

c) Seeds

d) Insecticides





VII. Do you own land you are farming?

a) Yes

b) No

VIII. Do you own any asset?

a) Yes				(	)

b) No				(	)



SECTION E: CHALLENGES FACING SMALLHOLDER FARMERS IN ACCESSING VICOBA LOANS

I. Are micro-credit available to you?

a) Highly available	(	)

b) Available 		(	)

c) I don’t know		(	)

d) Un-available		(	)

e) Very un-available	(	)



II. Tick an appropriate challenges that you face in accessing micro-credit from VICOBA. 

		S/No.

		What challenges do you face in accessing a loan from VICOBA?

		Tick 



		1

		Long procedures in application and processing of loan

		



		2

		Accumulation of savings in VICOBA

		



		3

		Difficult joining VICOBA

		



		4

		Lack of physical collaterals

		



		5

		High interest rates

		



		6

		Lack of borrowing skills

		



		7

		Delays in loan provision 

		



		8

		Small amount of loan to poor

		



		9

		Licensing and tax

		



		10

		Market competition

		



		11

		Lack of entrepreneurial skills

		



		12

		Rental charges

		



		13

		Improper use of loan

		









THANK YOU FOR YOUR TIME

GOD BLESS YOU



[bookmark: _Toc498942446]Appendix B: Interview Guide for Key Informants

i. Can you briefly explain the requirements for VICOBA to be able to access loan in your Institution?

ii. Briefly explain the procedures a VICOBA has to follow to get a loan?

iii. How long in average does it to take to complete the procedures and get loan?

iv. What do you say about the amount of loan ad type of their business? Are they compatible?

v. Do you think loans help them alleviate their social and economic situation?

vi. What are likely problems VICOBA encounter in accessing loans?







































[bookmark: _Toc498942447]Appendix C: Approval Letter for Data Collection
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Sex Distribution of Respondents 	Female 	Male	73	27	





Education Level of Respondents	

Primary Education	Secondary education (O Level)	Secondary education (A Level)	Diploma/certificate	University Education (Degree)	42	32	8	12	6	Efficiency of VICOBA in Providing Loans	

Very Efficient 	Efficient	I don’t Know	In-efficient 	Very in-efficient	6	71	2	20	1	
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