
The University of Dodoma

University of Dodoma Institutional Repository http://repository.udom.ac.tz

Business Master Dissertations

2012

The contribution of commercial banks

and retail banks credits to crop farming

productivity: A case study of Kongwa

district in Dodoma, Tanzania

Kahela, Enock I.

The University of Dodoma

Kahela, E. I. (2012). The contribution of commercial banks and retail banks credits to crop

farming productivity: A case study of Kongwa district in Dodoma, Tanzania. Dodoma: The

University of Dodoma

http://hdl.handle.net/20.500.12661/937

Downloaded from UDOM Institutional Repository at The University of Dodoma, an open access institutional repository.



THE CONTRIBUTION OF COMMERCIAL BANKS AND RETAIL BANKS 

CREDITS TO CROP FARMING PRODUCTIVITY: 

A CASE STUDY OF KONGWA DISTRICT IN DODOMA, TANZANIA 

 

 

 

By:  

Enock Israel Kahale  

 

 

 

 

 

 

 

 

Dissertation Submitted in Partial Fulfillment of the Requirements for the Degree of Master of 

Business Administration of the University of Dodoma. 

 

The University Dodoma 

September, 2012 



iii 

CERTIFICATION 

The undersigned certifies that he has read and hereby recommends for acceptance by 

the University of Dodoma a dissertation entitled: “The Contribution of Commercial 

Banks and Retail Banks Credits to Crop Farming Productivity: A Case Study of 

Kongwa District in Dodoma, Tanzania ” in partial fulfilment of the requirements for 

the degree of Masters of Business Administration of the University of Dodoma. 

 

 

…………………………………………….. 

Dr Mark Paul Diyammi 

(SUPERVISOR) 

 

 

Date……………………….. 



iv 

DECLARATION AND COPYRIGHT 

I, Enock Israel Kahale, declare that this thesis is my own original work and that it 

has not been presented and will not be presented to any other University for a similar 

or any other degree award. 

 

 

 

Signature………………………………. 

 

 

 

 

No part of this dissertation may be reproduced, stored in any retrieval system, or 

transmitted in any form or by any means without prior written permission of the 

author or the University of Dodoma. 



v 

ACKNOWLEDGEMENTS 

Struggles for life begin at birth when the source and giver of life temporarily grants 

us breath. However, I would always remain indebted to Jehovah for the gift of life 

and His guidance. My first degree dissertation is just a fraction of the numerous 

academic struggles which I have completed successfully by His grace. 

I am heartily thankful to my supervisor, Dr Mark Paul Diyammi whose 

encouragement, guidance and support from the initial to the final level enabled me to 

develop an understanding of the subject. Lastly, I offer my regards and blessings to 

all of those who supported me in any respect during the completion of the project.  

Furthermore, my sincere gratitude is extended to our course lecturers of the school of 

Humanities and Social Science for their advice, and encouragement they accorded 

through the course. A lot of thanks go to Dr A. Ame for his valuable suggestions. 

 



vi 

DEDICATION 

This schoolwork is dedicated to my lovely wife, Mrs Neema Enock Kahale and my 

sons Vedasto Enock Kahale and Cleopa Enock Kahale for their prayers and material 

supports throughout my whole study time. I also grant this work to my appreciative 

sister (Christina Israel Kahale) for financing my whole education career from 

primary school up to university education. 



vii 

ABSTRACT 

Using field data as well as secondary information, this study aimed at reviewing the 

operational mechanism of the existing formal and informal credit arrangements in 

Kongwa district in Dodoma region with the view to assess the performance in 

serving micro-enterprise sector with particular reference to crop farmers. The study 

aimed to examine the contribution of commercial banks and retail banks credits to 

crop farming productivity in Kongwa district. 

The study used cross-sectional survey research design adopting both quantitative and 

qualitative approaches. The researcher used a sample of 120 respondents randomly 

selected households in some villages of Kongwa district. The analysis of findings 

was done using SPSS version computer software and Microsoft Excel. 

The findings reveal that the existing formal bank (National Microfinance Bank-

NMB) in Kongwa District completely does not provide credits to crop farmers. This 

was contrary to the fact that the government institutions and donor-funded 

development projects extended piecemeal credit services that were made available to 

crop farmers. Available evidence shows that services rendered by commercial and 

retail banks were inadequate, at best targeted to specific groups and to the promotion 

of specific technologies. Generally, the performance of most of these micro- credit 

banks (in Dodoma region) was not encouraging. Poor loan recovery is also a big 

constraint to most of these schemes. The results suggest that there is a need to 

address key factors that inhibit access to credit by farmers that would facilitate 

alleviation of poverty in the country. 
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND INFORMATION TO THE STUDY 

1.0 Introduction 

This chapter introduces the meaning and background to the study. The chapter 

elaborates the background information to the problem of the study followed by the 

statement of the problem. Thereafter, the chapter presents the research objectives and 

its pertaining research questions. The chapter ends with the significance of the study. 

1.2 Background Information 

Until recently, the African agricultural landscape was characterized by sluggish 

growth, low factor productivity, declining terms of trade, and often also by practices 

that aggravated environmental problems. Since the late 1970s to mid 1980s, many 

African countries have implemented macroeconomic, sectoral and institutional 

reforms aimed at ensuring high and sustainable economic growth, food security and 

poverty reduction. Some recent agricultural growth accelerations notwithstanding, 

the sector‟s growth remained insufficient to adequately address poverty, attain food 

security, and lead to sustained GDP growth on the continent (World Bank, 2008). 

All four East African countries examined in this study - Ethiopia, Kenya, Tanzania 

and Uganda - can be characterized as “agriculture-based,” that is, agriculture is the 

backbone of these economies. Agriculture is dominated by smallholder farmers who 

occupy the majority of land and produce most of the crop and livestock products. 

The key long-standing challenge of the smallholder farmers is low productivity 

stemming from the lack of access to markets, credit, and technology, in recent years 

compounded by the volatile food and energy prices and very recently by the global 
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financial crisis. Despite the number of sound agricultural policies adopted by most 

countries, implementation has been lagging (Dessy, 2006 and World Bank, 2008). 

Moreover, growing disenchantment of some donors with the sector amplified the gap 

between policy formulation and implementation. Continued involvement of a few 

donors, including the African Development Bank (AfDB), notwithstanding, 

investment in agriculture has suffered from a declining trend in several decades 

before the crisis. The recent surge in food prices as well as the need for greater 

diversification towards domestic-oriented production brought about by the financial 

crisis could serve as a wakeup call for the sector to receive due attention, given its 

importance and untapped potential.  

The Tanzanian government under Mwalimu. Nyerere declared agriculture to be the 

backbone of Tanzanian economy. Three decades later, the agricultural sector remains 

to be the backbone of the economy with it contributing about half of the national 

income, three quarters of merchandise exports and is source of food and provides 

employment opportunities to about 80 percent of Tanzanians (Mohamed, 2003). 

However, this sector is mainly dominated by small farmers (peasants) in household 

each cultivating the average between 0.9 hectors and 3.0 hectors farm sizes with 

most of its labor force coming from women. 5.1 million have cultivated annually, of 

which 85 percent is under food crops. Food crops production dominates the 

agriculture economy. There is a poor technological advancement in agriculture sector 

in Tanzanian with 70 percent of Tanzania‟s crop area is cultivated by hand hoe, 20 

percent by ox plough and 10 percent by tractor. There is a heavy dependence on 

unreliable and irregular weather conditions (Somji, 2007). 

The literature suggests that there are three main factors that contribute to agricultural 

growth. These are increased use of agricultural inputs, technological change and 
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technical efficiency. With savings being negligible among the small farmers which 

constitute more than 90 percent of all farmers, agricultural credit appears to be an 

essential input along with modern technology for higher productivity. However, 

there is a major problem with commercial banks (Mohamed, op. cit). 

They do not prefer to give credits to small and marginal farmers. Hence, since 

independence, small farmers have been producing for subsistence rather than profit 

making. The agricultural credit system of Tanzania consists of informal and formal 

sources of credit supply. The informal sources include friends, relatives, commission 

agents, traders, private moneylenders, etc. Three major channels for disbursement of 

formal credit include commercial banks, cooperatives and micro-finance institutions 

(MFI) covering the whole length and breadth of the country (Mohamed, op. cit). 

1.3 Historical Developments and the Evolving Policy Framework 

For most of the period since the late 1960s and 1970s the Tanzanian financial sector 

was mainly government-owned with pervasive government interference in the 

financial system. Credit was directed on the basis of government priorities with little 

regard to credit-worthiness, and banks were convenient agents of fiscal policy. Two 

institutions, the National Bank of Commerce (NBC) and the Cooperative and Rural 

Development Bank (CRDB) were dominant in providing rural financial services. 

NBC provided working capital and other short term finance to agriculture and other 

rural activities while CRDB provided development finance to rural development 

activities.  

Accordingly, the two institutions had virtual monopoly in their functional areas: 

Each institution was governed by its own stature and the Bank of Tanzania‟s (BOT) 

supervisory role had been limited. Finally, the environment in which the formal 

financial institutions operated was also regulated by the state (Wangwe, 2004). 
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Credit was allocated administratively by the BOT which established legal ceiling in 

bank lending and deposits in addition to regulating interest rules. In the prevailing 

environment, the financial sector‟s performance was very poor and savings 

mobilisation was neglected. Loans to cooperatives increased, and no pressure was 

applied on borrowers to repay their loans (Zeller, 2001). 

The Government of Tanzania‟s (GOT) policies resulted in over-staffed and 

inefficient banks. These loan policies led in 1988 to 70% of NBC‟s loan portfolio to 

be in arrears and 95% of this was accounted for a substantial share by cooperatives. 

The Cooperative Rural Development Bank‟s (CRDB) rural sector loan portfolio was 

no better, with 66% of its loan portfolio in arrears as of end 1988. With a non-

performing loan portfolio and unable to attract deposits, the formal financial sector 

was bankrupt, and dependent on financing from the GOT (Mohamed, op. cit). 

In response to the difficult financial position, LART was established in 1991 as an 

institution which would specialize in the recovery of non-performing assets of banks 

and financial institutions in Tanzania with a view to rescuing public banks and 

financial institutions burdened with non-performing assets (NPAs). Most of the loans 

to the rural sector had been controlled through the cooperatives. 

In the recovery process, the experience of LART suggests that loan recovery from 

cooperative unions, where only 44% of the face value was recovered, has been most 

challenging followed by that from Government Corporation where 71% of the face 

value had been recovered by June 2002. The remaining work of loan recovery was 

hindered by the poor quality of collateral attached to the loans (mainly depicted by 

the absence of title deeds on land) and to litigations subsequent appeals made by 

some NPA owners (LART. Annual Report, June 2002). 



5 

GOT reformed the financial sector in 1991 and established the Banking and 

Financial Institutions Act. Banks were restructured and some of them were 

privatised. Interest rates were liberalized, and financial operations were to be 

conducted on a more commercial basis. Along with banking de-regulation, the 

Cooperative‟s Act of 1991 was passed which authorized the re-structuring of the 

Cooperative movement and permitted the establishment of the Savings and Credit 

Cooperatives (SACCOs). Non-Governmental Organizations (NGOs) also started 

micro-credit operations in Tanzania (Wangwe, op. cit). 

1.4 The Legal and Regulatory Framework 

The Banking and Financial Institutions Act of 1991 vested powers on licensing, 

supervision and regulation of banks and financial institution on the BOT. These 

powers are further consolidated under the 1995 BOT Act. Hence, BOT are 

responsible for regulation and supervision of formal financial institutions, including 

community and cooperative banks. The legal and regulatory framework has now 

been extended to cover micro-finance activities (Wangwe, op. cit). 

However, supervision and regulation of SACCOs is the responsibility of the 

Registrar for Cooperatives, who operates through the Regional and District 

Cooperative Departments. These Departments have very low capacity to undertake 

such tasks, part of the problem being that they are very much under-funded, and lack 

adequate facilitation to implement their functions satisfactorily. This has resulted in 

poor supervision, including weak accounting and monitoring. SCCULT, the umbrella 

organization for SACCOs, is currently grappling with this challenge (Wangwe, op. 

cit). 
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1.5 The Policy Framework 

The policy framework has been evolving at various levels. With the Tanzania 

Development Vision 2025 insisting on the need to transform the economy from a 

predominantly agricultural one with low productivity to a semi industrial economy 

with modern rural sector, great emphasis is placed on the role of the private sector in 

stimulating economic growth and developing the rural areas. Thus, the promotion of 

income generating activities, development of a diverse and strong micro and small-

scale enterprise sector, and diversifying the skill base through vocational training is 

an integral part of the strategy for achieving the vision.  

The National Micro-finance Policy covers all policy aspects related to the financial 

instruments and institutions relevant to rural finance. The policy is a framework that 

lays out the principles guiding the operations of the microfinance systems, as it 

covers the provision of financial services to households, small scale farmer and 

micro enterprises in urban and rural areas (Somji, op. cit). 

Cooperatives are a critical institution for facilitating rural finance especially in 

agriculture. Therefore reference to the Cooperative Development Policy (2002) is in 

order. The new Cooperative Development Policy (2002) has repositioned 

government commitment to support cooperatives which are owned and managed by 

their members by creating a conducive environment for their development into 

competitive entities in the context of a market economy. The policy recognizes 

economic groups as important initiatives towards membership based cooperatives 

and emphasises business minded leadership in running the cooperatives (Wangwe, 

op. cit). 

Development Policy (2002) supports the establishment of viable cooperative 

financial institutions. The policy aims to increase participation of marginalized 
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groups in cooperatives and recognizes business groups and commits to assist these 

groups towards attainment of fully registered cooperatives. According to the policy, 

the government will encourage the formation of cooperative financial institutions in 

order to reactivate thrift and saving habits among members. In particular, the policy 

states that the government will encourage formation of SACCOs within the area of 

operation of primary societies and will provide technical assistance to the SACCOs. 

The policy continues to state that the government is committed to encourage and 

assist the establishment of cooperative banks (Mohamed, op. cit). 

1.6 Statement of the Problem 

Until 1999, much of the funds for the agricultural sector in Tanzania came from 

donations and grants from overseas. As for the government, the national bank, Bank 

of Tanzania (BoT) was given money to lend out to other banks in Tanzania. In turn, 

these banks lent out money to agricultural cooperatives. However, the cooperatives 

failed to pay back banks in Tanzania. In 1985/1986 and 1989/1990, CRDB Bank 

(formerly Cooperative and Rural Development Bank) recovered only 29% of the 

loans given out to cooperatives. Yet the banks had to continue paying back credit to 

BoT (AGTIF, 2007). 

Evidently, the scheme was unsustainable as the banks were suffering unrecoverable 

losses. As a result, banks reduced the loans issued to cooperatives, and less credit 

was injected into the agricultural sector. This situation of reduced credit was 

exacerbated in 1991 by the Institutions Act which decreed that those who wanted to 

borrow from banks had to secure collateral and had to be approved of being 

creditworthy. This made it harder for the cooperatives to borrow from banks and 

hence there was even lower monetary input into the agricultural sector in Tanzania 

(AGITF, op. cit). 
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The introduction of the Agricultural Inputs Trust Fund was one of the strategies 

aimed to invest in agriculture. The sector has anyway improved since then, by so 

much that agricultural productivity growth in Tanzania is greater than that in the rest 

of sub-Saharan Africa as a whole (ASDP, 2007). As the productivity could still be 

much higher, the government has been forced to intervene to look for a sustainable 

supply of inputs. Thus, the Agricultural Inputs Trust Fund (AGITF) was established 

in 1994. This proved to be more successful than the previous government policy and 

provides soft loans to farmers, therefore allowing for easier borrowing. Still AGITF 

has had limited success in spurring development in the agricultural sector. A report 

on the fund has found that it has an ineffective loan recovery, and do not have much-

needed funding (AGITF, op. cit). 

The government of Tanzania has been working together with banks such as Exi0m 

Bank in Tanzania to encourage borrowing. In July 2003 the government gave 2.8 

billion Shillings to lend out to farmers through Primary Associations, Savings and 

Credit Cooperatives (SACCOs) and individual farmers. By December 2003, 95% of 

the funds were given out with an interest rate of only 12%. The plan is successful, 

but not sufficient (Exim Bank, 2007). 

The general policy goal of the Tanzania Agricultural policy in a nutshell, is to 

commercialize agriculture in a bid to increase farmers‟ incomes, reduce poverty, 

increase export earnings, support and promote agro-industries. But, agricultural 

development is difficult and it takes time, and in such a situation of lacking heavy 

boosting through credits and subsidies. In Tanzania farmers are facing tremendous 

problem of poor accessibility of credits‟ sources like banks, cooperatives, and other 

governmental and non-governmental sources. Where the accessibility is available the 

conditions of getting those credits always are difficult to be met by poor farmers. 
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Agricultural sources of credits prefer larger interests in order to subsidize the costs of 

operating their firms; on the other hand this affects agricultural productivity (Somji, 

op. cit). 

A widespread concern of authorities in Tanzania is that their banking systems are not 

providing enough support to new economic initiatives, particularly, the expansion of 

agriculture. It is argued that faster economic growth will not be possible without a 

deepening of the financial system and, in particular, more support from the banking 

system. It is noted that banks remain highly liquid in Tanzania and reluctant to 

expand credit other than the most creditworthy borrowers. Also, the interest rate on 

micro credits is very high, due to the large administrative costs in relations to their 

scale of operations (Emilio, 2005). 

Despite the fact that 90 percent of Tanzania‟s population depends on agricultural 

activities, there are no efforts to facilitate credit to farmers which is crucial in rapid 

development of this dominant section of the population. There is no bank which 

caters for the specific credit and saving needs of small- scale producers. The 

available piecemeal credit services are operated by small credit schemes, which are 

limited in scope and have specific target groups. The inadequacy in financing and 

credit arrangements in Tanzania impede development of agricultural sectors. Given 

that these sectors are the mainstay of a large segment of the populace, their poor 

performance makes the fight against poverty even more challenging. 

Given this situation the agricultural sector especially crop farming is the mainstay of 

a large segment of the populace; its poor performance makes the fight against 

poverty even more challenging. This study sought to unveil the puzzle that while 

microfinance institutions (MFIs) have expanded vigorously in Tanzania, the size of 

their credit remains limited, so that their support is not on the scale needed for many 
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small projects, more especially crop farming projects; also the impact of this 

situation to the farmers (Rogerson, 2002). 

 

1.3 Objectives of the Study 

1.3.1 General Objective 

The underlying main objective of this study was to find out how accessibility of 

credit and its flow helps in boosting crop farming productivity in the study area. 

1.3.2 Specific Objectives 

 To find out if farmers have access to bank credits in Kongwa district, in 

Dodoma region. 

 To assess the socio-economic factors important in influencing individual 

chances to access credit in Kongwa district, in Dodoma region. 

 To examine the challenges to access credits and assessment of some important 

credit aspects in Kongwa district. 

1.3.3 Research Questions 

i)  Do crop farmers have access to bank credit in Kongwa district in Dodoma 

region? 

ii) What are the socio-economic factors important in influencing individual 

chances to access credit in Kongwa district, in Dodoma region? 

iii) What are challenges that face crop farmers in the course of crop farming 

production in Kongwa district, in Dodoma region? 

iv) How much are farmers aware of available agricultural credit facilities? 
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1.5 Significance of the Study 

The study will provide useful information on the status of larger and smallholder 

crop farmers in accessing credit from formal and informal credit facilities. This 

information is vital for policy makers in taking appropriate actions toward facilitating 

the establishment of comprehensive and sustainable financial institutions for the 

development of agriculture and rural sectors. The study results will also benefit the 

development partners and civil society organizations involved in the provision of 

credit facilities to farmers and micro- enterprise sector in modifying the lending 

procedures and conditions to better serve the specific credit and savings needs of 

their clients. Moreover, it is also hoped that the study will highlight on the possible 

link between credit use and increase in income and more importantly on its 

contribution to poverty alleviation. Lastly, the study will create new theoretical 

knowledge and areas for future research and literature that have been addressed to 

this topic. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This section elaborates the review of the literature guiding the research topic. The 

section starts with the definitions of various terms, and then it follows the conceptual 

framework, empirical review and lastly the theoretical part of the literature review. 

2.2 Definitions of the Key Terms 

2.2.1 Commercial Bank 

(Invest words, 2012) dictionary defines commercial bank as an institution which 

accepts deposits, makes business loan, and offers related services. Commercial banks 

also allow for a variety of deposit accounts, such as checking, savings, and time 

deposit. These institutions are run to make a profit and owned by a group of 

individuals, yet some may be members of the Federal Reserve System. While 

commercial banks offer services to individuals, they are primarily concerned with 

receiving deposits and lending to business. 

Also (wise Geek, 2012) defines commercial banks as banking institutions that are 

geared more toward the lending of money to customers, rather than focusing on 

generating or raising money. A commercial bank accepts deposits to personal and 

corporate accounts, and then uses the combined strength of the deposits to finance 

loans for individuals and businesses. This is in contrast to an investment bank, which 

focuses on generated revenue through investments (wise Geek, 2012). 

The commercial bank will extend a number of different types of loans to customers. 

For individuals, a commercial bank may loan funds for the purchase of personal 

property, such as vehicles or homes. A commercial bank may also extend a personal 
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loan to an individual for home improvements or to consolidate a number of personal 

debt instruments. Loans of this type are usually extended with interest included, 

allowing the bank to cover the costs associated with extending the loan (Wise Geek, 

op.cit). 

2.2.2 Credit (Finance) 

Wikipedia (2012) defines credit as a trust which allows one party to provide 

resources to another party where that second party does not reimburse the first party 

immediately (thereby generating a debt), but instead arranges either to repay or 

return those resources (or other materials of equal value) at a later date. The 

resources provided may be financial (e.g. granting a loan), or they may consist of 

goods or services (e.g. consumer credit). Credit encompasses any form of deferred 

payment. Credit is extended by a creditor, also known as a lender, to a debtor, also 

known as a borrower (Wikipedia, op.cit). 

Credit does not necessarily require money. The credit concept can be applied in 

barter economies as well, based on the direct exchange of goods and services 

(Ingham, 2004). However, in modern societies credit is usually denominated by a 

unit of account. Unlike money, credit itself cannot act as a unit of account. 

Movements of financial capital are normally dependent on either credit or equity 

transfers. Credit is in turn dependent on the reputation or creditworthiness of the 

entity which takes responsibility for the funds. Credit is also traded in financial 

markets. The purest form is the credit default swap market, which is essentially a 

traded market in credit insurance. 

A credit default swap represents the price at which two parties exchange this risk – 

the protection "seller" takes the risk of default of the credit in return for a payment, 

commonly denoted in basis points (one basis point is 1/100 of a percent) of the 
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notional amount to be referenced, while the protection "buyer" pays this premium 

and in the case of default of the underlying (a loan, bond or other receivable), 

delivers this receivable to the protection seller and receives from the seller the par 

amount (Ingham, op.cit). 

Credit, in commerce and finance, term used to denote transactions involving the 

transfer of money or other property on promise of repayment, usually at a fixed 

future date. The transferor thereby becomes a creditor, and the transfer, a debtor; 

hence credit and debt are simply terms describing the same operation viewed from 

opposite standpoints. 

Investorwords.com dictionary defines credit as a journal entry recording an increase 

in assets. With cash basis, accounting credits are recorded when income is received. 

With accrual basis accounting, credits are recorded and recognized when income is 

earned. Compare to Debit It is a contractual agreement in which a borrower receives 

something of value now and agrees to repay the lender at some later date. When a 

consumer purchases something using a credit card, they are buying on credit 

(receiving the item at that time, and paying back the credit card company month by 

month). Any time when an individual finances something with a loan (such as an 

automobile or a house), they are using credit in that situation as well. 

2.2.3 Agriculture 

Agriculture (also called farming or husbandry) is the cultivation of animals, plants, 

fungi, and other life forms for food, fiber, and other products used to sustain life. 

Agriculture was the key development in the rise of sedentary human civilization, 

whereby farming of domesticated species created food surpluses that nurtured the 

development of civilization. The study of agriculture is known as agricultural 
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science. Agriculture generally speaking refers to human activities, although it is also 

observed in certain species of ant and termite (Hölldobler & Wilson, 1990). 

2.2.4 Agricultural Productivity 

Agricultural productivity is measured as the ratio of agricultural outputs to 

agricultural inputs. While individual products are usually measured by weight, their 

varying densities make measuring overall agricultural output difficult. Therefore, 

output is usually measured as the market value of final output, which excludes 

intermediate products such as corn feed used in the meat industry. This output value 

may be compared to many different types of inputs such as labor and land (yield).  

These are called partial measures of productivity. Agricultural productivity may also 

be measured by what is termed total factor productivity (TFP). This method of 

calculating agricultural productivity compares an index of agricultural inputs to an 

index of outputs. This measure of agricultural productivity was established to remedy 

the shortcomings of the partial measures of productivity; notably that it is often hard 

to identify the factors cause them to change. Changes in TFP are usually attributed to 

technological improvements (FAO, 2001). 

2.2 Related Theories 

2.2.1 Secured Lending Theory 

There is no single efficiency explanation for secured credit, but several explanations 

are convincing in at least some specific circumstances. The need to preventing asset 

substitution at least explains residential home mortgages; reduction of screening 

costs explains pawn broking; and ease of enforcement no doubt also adds generally 

to the attractiveness of secured credit. Screening and monitoring theories become 

more debatable as they are generalized. Monitoring theories in particular seem 
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promising, but a fully satisfactory general theory has not yet been developed. 

Secured credit may be used in part to signal credit worthiness, but empirical evidence 

indicates that this role is marginal at best. Probably the most generally applicable 

explanation is that secured credit is the least expensive means of preventing the 

issuance of subsequent debt. This may explain types of security interests, such as 

inventory and accounts receivable financing, which are less amenable to other types 

of explanation (Siebrasse, 1997). 

However, it may be that alternatives, such as a fully enforced first in time priority 

rule, or even more plausibly a registry oriented debt priority system which is 

unrelated to specific assets, would be more efficient in this respect. This is ultimately 

an empirical matter which depends heavily on the legal and technological 

infrastructure which supports both secured lending and enforcement of covenants. 

No satisfactory evidence is available to resolve the issue. Just as there are some clear 

efficiency advantages to secured lending, there are also some clear efficiency losses. 

There are certainly losses because of the agency costs of secured credit, and it is also 

plausible that security results in suboptimal monitoring (Siebrasse, op.cit). 

It would be comforting to conclude that debtors will only grant security when the 

costs of doing so outweigh the benefits. Even if this is the case, it does not imply that 

the costs of secured lending should be ignored, but only that secured lending should 

not be abolished. However, it is possible that an inefficient regime persists because 

of collective action problems exacerbated by deficiencies in the legislative process or 

simple inertia. Given the variety of lending regimes throughout the world, this must 

be true unless each regime is precisely optimal in view of the technological and 

historical constraints in different countries  
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2.2.2 Financial Theory 

Minsky (1992) proposed theories linking financial market fragility, in the normal life 

cycle of an economy, with speculative investment bubbles endogenous to financial 

markets. Minsky claimed that in prosperous times, when corporate cash flow rises 

beyond what is needed to pay off debt, a speculative euphoria develops, and soon 

thereafter debts exceed what borrowers can pay off from their incoming revenues, 

which in turn produces a financial crisis. As a result of such speculative borrowing 

bubbles, banks and lenders tighten credit availability, even to companies that can 

afford loans, and the economy subsequently contracts (Louis, 1996). 

This slow movement of the financial system from stability to fragility, followed by 

crisis, is something for which Minsky is best known, and the phrase "Minsky 

moment" refers to this aspect of Minsky's academic work. "He offered very good 

insights in the '60s and '70s when linkages between the financial markets and the 

economy were not as well understood as they are now," said Henry Kaufman, a Wall 

Street money manager and economist. "He showed us that financial markets could 

move frequently to excess. And he underscored the importance of the Federal 

Reserve as a lender of last resort (Louis, op.cit). 

Minsky's model of the credit system, which he dubbed the "financial instability 

hypothesis" (FIH) (Minsky, op.cit), incorporated many ideas already circulated by 

John Stuart Mill, Alfred Marshall, Knut Wicksell and Irving Fisher (Kindleberger, 

2000). "A fundamental characteristic of our economy," Minsky wrote in 1974, "is 

that the financial system swings between robustness and fragility and these swings 

are an integral part of the process that generates business cycles (Hyman, 1975)." 

Disagreeing with many mainstream economists of the day, he argued that these 

swings, and the booms and busts that can accompany them, are inevitable in a so-



18 

called free market economy – unless government steps in to control them, through 

regulation, central bank action and other tools. Such mechanisms did in fact come 

into existence in response to crises such as the Panic of 1907 and the Great 

Depression. Minsky opposed the deregulation that characterized the 1980s. 

2.2.3 Monetary Circuit Theory 

Monetary circuit theory is a heterodox theory of monetary economics, particularly 

money creation, often associated with the post-Keynesian school (Zazzaro, 2002). It 

holds that money is created endogenously by the banking sector, rather than 

exogenously by central bank lending; it is a theory of endogenous money. It is also 

called circuitism and the circulation approach.  

The key distinction from mainstream economic theories of money creation is that 

circuitism hold that money is created endogenously by the banking sector, rather than 

exogenously by the government through central bank lending: that is, the economy 

creates money itself (endogenously), rather than money being provided by some 

outside agent (exogenously). Circuitous also models banks and other firms 

separately, rather than combining them into a representative agent as in mainstream 

neoclassical models. 

These theoretical differences lead to a number of different consequences and policy 

prescriptions; indirectly rejects, among other things, reserve requirement as a cause 

of the money multiplier, arguing that money is created by banks lending, which only 

then pulls in reserves from the central bank, rather than by re-lending money pushed 

in by the central bank. The money multiplier arises instead from capital adequacy 

ratios, i.e. the ratio of its capital to its risk-weighted assets. It also emphatically 

rejects the neutrality of money, believing instead that the money supply and its 

growth or declines are critical to the functioning of the economy. 
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2.2.4 Credit Theory of Money 

The Credit Theory asserts in short that a sale and purchase is the exchange of a 

commodity for credit. From this main theory springs the sub-theory that the value of 

credit or money does not depend on the value of any metal. Rather it depends on the 

right which the creditor acquires to “payment.” That is it depends on the right to 

satisfaction for the credit, and on the obligation of the debtor to “pay” his debt. 

Likewise it depends on the right of the debtor to release himself from his debt by the 

tender of an equivalent debt owed by the creditor, and the obligation of the creditor 

to accept this tender in satisfaction of his credit. Such is the fundamental theory, but 

in practice it is not necessary for a debtor to acquire credits on the same persons to 

whom he is debtor. 

All people are both buyers and sellers, so we are all at the same time both debtors 

and creditors of each other. And by the wonderfully efficient machinery of banks to 

which we sell our credits, and which thus become the clearing houses of commerce, 

the debts and credits of the whole community are centralized and set against each 

other. In practice, therefore, any good credit will pay any debt. In theory we create a 

debt every time we buy, and acquire a credit every time we sell. In practice this 

theory is also modified, at least in advanced commercial communities. 

When we are successful in business, we accumulate credits on a banker and we can 

then buy without creating new debts, by merely transferring to our sellers a part of 

our accumulated credits. If we have no accumulated credits at the moment we wish 

to make a purchase, instead of becoming the debtors of the person from whom we 

buy, we can arrange with our banker to “borrow” a credit on his books and transfer 

this borrowed credit to our seller. In doing so, we hand over to the banker the same 
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amount of credit (and something over) which we expect to acquire when we in turn 

become sellers. 

As the greatest buyer of commodities and services in the land, the government issues 

in payment of its purchases vast quantities of small tokens which are called coins or 

notes, and which are redeemable by the mechanism of taxation. We can use these 

credits on the government to pay for small purchases in preference to giving credits 

on ourselves or transferring those on our bankers. So numerous have these 

government tokens become and so universal their use in everyday life -- far 

exceeding that of any other species of money -- that we have come to associate them 

alone with the word “money.” But they have no more claims to the title of money 

than any other tokens or acknowledgements of debt. 

2.2.5 The Austrian Business Cycle Theory 

The Austrian business cycle theory (or ABCT) attempts to explain business cycles 

through a set of ideas held by the Austrian School of economics. The theory views 

business cycles as the inevitable consequence of excessive growth in bank credit, 

exacerbated by inherently damaging and ineffective central bank policies, which 

cause interest rates to remain too low for too long, resulting in excessive credit 

creation, speculative economic bubbles and lowered savings.  

Proponents believe that a sustained period of low interest rates and excessive credit 

creation results in a volatile and unstable imbalance between saving and investment. 

According to the theory, the business cycle unfolds in the following way: Low 

interest rates tend to stimulate borrowing from the banking system (Polleit, 2007). 

This expansion of credit causes an expansion of the supply of money, through the 

money creation process in a fractional reserve banking system. 
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This leads to an unsustainable credit-sourced boom during which the artificially 

stimulated borrowing seeks out diminishing investment opportunities. Proponents 

hold that a credit-sourced boom results in widespread investments. In the theory, a 

correction or "credit crunch"– commonly called a "recession" or "bust"– occurs when 

exponential credit creation cannot be sustained. Then the money supply suddenly and 

sharply contracts when markets finally "clear", causing resources to be reallocated 

back towards more efficient uses (Polleit, op.cit). 

The Austrian explanation of the business cycle varies significantly from the 

mainstream understanding of business cycles, and is generally rejected by 

mainstream economists. The Austrian School's methods of deriving theories have 

been criticized by mainstream economists as a priori "non-empirical" analysis and 

differing from the practices of scientific theorizing, as widely conducted in 

economics (Bryan 2008, Samuelson 1964, Mayer 1998, White 2008). The Austrian 

theory of the business cycle is now rarely discussed by mainstream economists, but 

was more actively debated in the mid-20th century (Block, 2007). 

2.3 Empirical Framework 

2.3.1 Financial Markets in Low Income Countries (LICs) 

Financial Markets in Low Income Countries are characterized by fragmentations and 

imperfect market conditions. Ghate (1992) categorizes the market into two forms: 

formal and informal financial markets. He defines formal financial markets as those 

financial market activities that are controlled by government, which are largely 

urban-oriented in terms of distribution of bank branches and the concentration of 

deposits and lending activities. 
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Informal financial markets are defined as activities of various financial 

intermediaries ranging from farmers, money-lenders, friends, relatives, shopkeepers, 

merchants, traders, and Rotating Savings and Credit Associations (ROSCAs). Quasi–

formal financial intermediaries are therefore falling between these two continuums 

and could include credit unions, village banks and various forms of credit schemes 

run by government or non- governmental organizations. 

The formal and informal financial systems co-exist and operate side by side with one 

another (Kessler, op.cit). The reality of operations of the two forms of market, 

however, is more complex and the dividing line is not so clear-cut (Chandavarkar, 

1987). Zeller (1994) observes that each segment of the financial market provides 

credit services that differ from each other with respect to target group, loan duration, 

amount of loan, its use, interest rates and transaction costs. 

Formal institutions are more inclined to provide its services to the public sector, 

upper-income households, large-scale enterprises and non-agricultural activities, 

while the informal financial institutions tend to match their products and services to 

the characteristics and demand of the predominantly private, low-income, small-scale 

and rural population of most developing countries (Germidis, Kessler and Meghir 

1991). The coexistence of informal finance serving the latter market can be seen as 

“healthy and dynamic, permitting more people to participate in financial markets” 

(Von Pischke, op.cit). 

Literature has viewed the informal sector as the consequence of policy distortions 

and emphasized the negative consequences of financial dualism for allocative 

efficiency, equity and economic development (Taylor, 1983, Roe 1990). However, 

the recent development have seen the informal financial institutions to have a 

comparative advantage in some market segments due to its ability to enhance 
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efficiency in resource allocation by mobilizing household savings and financing 

small business activities that are beyond the reach of the formal system (Ghate, 1988 

and Adams, 1992). 

In Tanzania, like other LICs, the financial market is a complex mix of formal, quasi-

formal and informal lending activities. The financial markets operate not according 

to market forces, a condition that discourages domestic savings and hence a need for 

support to the poor and vulnerable rural producers (Mchujuko, 1991).  

2.3.2 The Role of Credit in Household Economy  

Most LICs‟ economies are agriculturally based and thus credit is as a major 

component of agricultural and rural development programs and also considered as an 

important instrument in helping small farmers and micro- entrepreneurs increase 

their income. Numerous programs have been established to increase the volume of 

credit to serve this purpose. Advocates of credit as a poverty alleviation measure ( 

Howse, 1978, Adam, 1984, Boomgard, 1989, and Mutua, 1996) contend that limited 

availability of credit services has undermined rural micro-enterprise activities due to 

lack of capital for investment and has prevented farmers to adopt improved farming 

practices because of their inability to purchase the necessary inputs required in the 

production. Low productivity in agriculture, livestock and fishing is generally 

attributed to the use of poor technology resulting from limited access to credit. 

Moreover, it is perceived that inadequate credit facilities has to a large extent 

discouraged the entry of youth to the farming and economic activities, and leave 

majority of them unemployed because of lack of investment capital and incentive. 

Fatchamps, (1997) noted that with insufficient funds, farmers and fishers 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, small 
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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 poor entrepreneurs, who may never 

have funds proportional to their ambitions.  

Gilla and Lassalle, (1994) show that rapid development reached in Europe and Asia 

was highly facilitated by the availability of credit to the majority. Countries like 

India, Indonesia, Burma and even China were reported to have recorded a good pace 

of development after managing to solve problems of credit availability for the 

majority. 

However, (Gulli and Berger, 1999) pointed out that access to credit is important for 

micro-enterprise development but not necessarily the main constraint. This view is 

shared by (Von Pischke, op.cit), who observed that lack of funds is not the most 

important problem of small farmers and micro-entrepreneurs noting that product 

prices, poor education system and training, low output, land tenure, modern input 

costs and availability and risk turn out to be more important factors limiting small 

farmers and micro- enterprise development. 

The access to credit by small producers in many African countries is rather 

disappointing. Very few small farmers and rural micro-entrepreneurs have been 

integrated into formal financial markets and many do not use credit or if they do, 

they continue to borrow from informal market lenders (Adams, 1984). Gonzalez-

(Vega, 1983) reported that only a small fraction of farmers in LICs have received 

formal loans. It is estimated that only 15 percent of farmers in Asia and Latin 

America and just five percent in Africa are financed through formal credit sources 

(Gonzalez-Vega, 1980, Braverman and Huppi, 1991). 
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2.3.3 Access to Formal Credit by Small Farmers and Micro- enterprises  

The majority of people in LICs, do not have access to banks and other formal 

financial institutions. The development and commercial banks view the small- scale 

and micro-entrepreneurs as risk borrowers and extending loans to them is to cut 

down their profitability in the transactions and to incur irrecoverable losses to the 

banks (Levitsky 1993). Small borrowers are regarded riskier than large ones for 

reasons often related to the difficulty in obtaining accurate information about them. 

Banks associate small and micro- enterprises to high transaction costs because they 

are widely dispersed geographically and their inaccessibility. Illiteracy and unreliable 

income of small borrowers are also regarded as reasons for the reluctance of banks to 

lend to them. 

Bottomley, argues that the ceiling on interest rates also imposes a considerable 

constraint for banks to advance small loans since they prevent banks to incorporate 

the additional administrative costs involved in processing small loans and not also 

permit banks to offer risk-adjusted interest rates. Thus banks tend to advance loans 

only to those who offer lower risk and better security, which implies that only rich 

and wealthy people receive loans at cheaper rates, leaving the small and poor 

borrowers to seek loans from the unorganized credit market (Bottomley, 1975). 

Mchujuko, reports that in Tanzania, small farmers, though not officially stipulated in 

various bank lending policies, are discouraged by the institutional framework to 

individually apply for loans from the banking system. He notes the situation as 

perpetuated by cumbersome and costly tender formalities and sometimes 

necessitating client to tip a bank official in order for his loan application to be 

processed. Banks also link credit to possession of immovable assets which are taken 
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as loan security. Collateral is considered as an important part in the lending process 

(Mchujuko, 1991).  

Mutua (1994) argues that since lender takes calculated risk, borrowers must 

demonstrate their good faith by showing that they too have something at stake in the 

deal. 

Farmers and rural entrepreneurs in Tanzania, particularly women, are much at a 

disadvantage as far as their ability in offering collateral for loans is concerned (Omar 

and Shaidi, 1992). Poor farmers lack title deeds for the pieces of land they own and 

as a result they do not qualify for bank loans with which they can expand their 

businesses and improve their incomes. 

Tibaijuka, concede that insecurity in land tenure in Tanzania reduces the 

innovativeness and willingness of poor smallholders to invest and as a consequence 

has limited their chances to receive financial support from formal financial 

institutions. Reliance on collateral by banks often, however, excludes many 

otherwise creditworthy small-scale borrowers in many African countries where land 

titles are not well documented or readily transferable (Tibaijuka, 1989). 

Discrimination of women in formal financial market is also widely spoken (FAO, 

1984, Otero and Downing, 1989). It is argued that women‟s lack of control over 

economic resources and the nature of their economic activities restrict their access to 

formal credit more than men‟s. Other factors pointed out as constrains for women in 

accessing credit are related to institutional requirements, cultural and social norms 

and to the type of reproductive activities that women are engaged. McKee observes 

that gender- based credit constraints, such as limited education, inferior legal status 

and unpaid reproductive responsibilities aggravate the problems for women when 

operating small businesses (McKee, 1989). 
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2.3.4 The Experience of Micro- credit Initiatives in LICs 

The inability and reluctance of formal banking sector (private and state- controlled 

banks) to serve the small borrowers‟ credit and saving needs, many governments of 

LICs and development partners have shifted attention to quasi-formal credit 

arrangements. Donor-funded development projects, state– controlled credit schemes 

and various NGOs have over the recent years increased their role in the provision of 

credit to small scale-farmers and rural micro- entrepreneurs. Billions of dollars are 

spent each year in efforts to improve terms and conditions under which small-scale 

producers obtain access to credit and financial services. The majority of these efforts 

focus on ways of extending institutional credit schemes to small farmers and rural 

micro–entrepreneurs, typically aiming to provide credit to finance agricultural inputs 

and other micro–enterprise investments needs (Ghate, 1992). 

Adams and Von Pischke report a number of assumptions behind the move to 

establish targeted credit schemes. Some of the assumptions include: the target group 

is too poor to adopt new technologies without loans and is also too poor to save, 

operators of small farms are thought to be very much in need of training and 

technical assistance in order to progress, informal finance plays little or no positive 

developmental role and that most of the target groups have „credit needs‟ that 

commercial bankers refuse to fulfils for reasons that are neither commercial nor 

economic and that many of the small borrowers have good chances of improving 

their status and to obtain conventional bank loans (Adams and Von Pischke, 1992). 

In Tanzania, the record and image of small targeted credit programs have not been 

very impressive. The majority of small farmers and rural producers have not 

benefited from this credit expansion even when programs are specifically oriented to 

them (Mchujuko op.cit, Krain 1998 and Mohamed, op.cit). Small farmers and rural 
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producers have continued to rely mainly on their own resources occasionally 

supplemented by credit from traditional sources (Mohamed, op.cit). Even targeted 

credit schemes have shortcomings as far as financing agriculture and rural micro–

enterprises is concerned. 

Krain, observes that targeted credit schemes offer only small short-term working 

capital loans and are limited in scope mostly serving the urban and peri-urban clients. 

Further, he observes that credit schemes usually concentrate on financing micro- 

enterprises that have high turned over and generated regular income flows, unlike in 

agriculture where the income flow is seasonal and profitability and turnover is low 

(Krain, 1998). 

Furthermore, many small credit programs tend to concentrate primarily on 

“productive” credit and neither offer easy-access consumption loans or flexible 

savings facilities which would contribute to poorer households coping strategies 

(Hulme and Mosley, 1996). Political influences (particularly in state-owned credit 

schemes) combined with problems of low loan recovery and unrealistic interest rates 

charged, to a large extent, limit the effectiveness of these credit schemes as are left to 

rely on external sources of loan able funds which are difficult to sustain (Krain, 1998 

op.cit). 

Adams and Von Pischke note that most of credit programmers that extend loans to 

farmers and micro- enterprises lost money, and collapsed or were sustained only by 

recapitalization (Zeller op.cit) notes that despite the big effort by the governments of 

LICs and foreign donor agencies in establishing micro-credit schemes, it is estimated 

that only two percent of the population in the developing countries has accessed 

credit from these schemes. 
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2.3.5 Linkage of Credit to Poverty Alleviation 

Many attempts to evaluate the impact of loans on borrowers turned out to be 

notoriously difficult, ambitious and misleading (Adams and Von Pischke 1980). 

Establishing the casual role to credit is complicated by household economics, which 

involve multiple sources of incomes. Feder, point out that the difficulties in getting 

the data and the intrinsic „fungibility‟ of money often obscures an exact link between 

a loan and changes in a household‟s situation. Thus studies that compared changes in 

economic activities between individuals with loans and those without loans 

encountered serious methodological problems. However, it should be noted that 

changes to both individual enterprises and local economies occur gradually and can 

be structural and be sustained over the long term. It is also cumulative rather than 

immediately evident (Feder, 1990). 

Results from several studies attempting to measure the impact have given rise to 

debates over the effects and value of credit. A survey conducted by Khandker, to 

three major micro-credit programs in Bangladesh revealed an 18 percent increase in 

household consumption from micro-credit borrowing by women, and an 11 percent 

increase in consumption when men are the borrowers. He suggests that 5 percent of 

participating families can escape poverty each year because of the increased 

consumption resulting from micro credit. Other impact results of micro credit 

reported by Khandker are consumption smoothing, employment smothering and 

improved child nutrition. Khandker warns, however, that these effects will only be 

sustainable only if micro-credit is targeted at areas and economic activities with high 

growth potential (Khandker, 1998). 

On a more similar situation, Morduch, examines the impact of micro- credit and 

results show no increase in consumption among micro-credit borrowers but find 
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beneficial impacts through consumption smoothing among borrowing households, as 

well as an increased ability to diversify employment. These effects obviously reduce 

the vulnerability of borrowing households compared with non-borrowing households 

(Morduch, 1998). 

Hulme and Mosley (1996) note that credit gives poor people a means of investing 

and breaking out of the “vicious circle” of poverty. He notes that credit has the 

potential of improving credit user‟s income and savings as consequence enhance 

investment and reinforce high incomes. This argument is highly supported by the 

findings of (Kashuliza, 1998) who observe that income of the credit users is 

significantly higher than the income of non-credit users in the Southern highlands 

areas of Tanzania. 

2.3.5 Agricultural Productivity 

Agricultural productivity is one of the key determinants of high and sustained 

agricultural growth, and in fact a key determinant of its growth over the longer term. 

Faster agricultural growth has put countries on the path of a much broader 

transformation process: rising farm incomes raising demand for industrial goods; 

lowering food prices, curbing inflation and inducing non-farm growth, and creating 

an additional demand for workers. Rising on-farm productivity also encourages 

broad entrepreneurial activities through diversification into new products, the growth 

of rural service sectors, the birth of agro-processing industries, and the exploration of 

new export market (Harvey, 2006, World Bank, 2008). 

To sum up, as Gollin, Parente and Rogerson (2002) underscore, rising agricultural 

productivity releases farmers for other activities, leading to structural transformation 

needed for Africa‟s income to catch up with more advanced economies. 
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Countries with abundant land or rapid expansion of off-farm work have expanded the 

area cultivated per worker by adopting labor-saving technologies. Given the relative 

abundance of land in the case study countries, a temporary pectoral growth strategy 

reliant on expansion of area could be considered as consistent with their resource 

endowments (Gordon, 2008). 

It would follow the historic path of other land-rich countries, such as Argentina, 

Australia, Canada, the Russian Federation, and the United States. In those countries, 

labor productivity rose sharply as additional land was brought into cultivation. 

Growth was accompanied by marked structural change in farming and by rapid 

technological adoption, largely in mechanical technology, that reduced labor 

requirements in agriculture. Over the longer-term, technological improvements and 

productivity gains would need to drive the agricultural growth in East Africa as well 

(Rogerson, op.cit). 

2.3.6 Financing Agriculture and Access to Credit 

Developing rural and agricultural finance has been a priority in many countries. Yet, 

agricultural specialized banks, generally created by the state, have become insolvent 

in many countries, or had to be rescued at large public cost. In Western Africa, 

agricultural banks have collapsed through the 1980s in Togo, Benin, Senegal, and 

Côte d‟Ivoire. Agricultural credit in Africa, and in other developing countries, is 

hampered by a number of factors, including land tenure systems that prevent the use 

of land as collateral, the absence of physical collateral, the high risk associated with 

rain–fed agriculture and sharp commodity price fluctuations, and poor transport and 

communication facilities (World Bank, 2008). 

However, the experience of successful agricultural exporting countries, such as Côte 

d‟Ivoire, shows that bank financing is plentiful for bringing export crops to the 
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market, and to finance the production and processing phase. For example, a survey of 

a sample of 344 rural households in Tanzania between May and August 2001 showed 

that half of total rural household income came from farming, 46.6 per cent from 

nonfarm employment (wages and self-employment) and less than 4 percent from 

remittances. Because of the lack of collateral and/or credit history, most farmers are 

bypassed not only by commercial and national development banks, but also by 

formal micro-credit institutions. In addition to own sources, farmers thus rely on 

incomes of friends and relatives, remittances, and informal money lenders (Salami, 

2010). 

Tanzania is one of the poorest countries in the world with a GDP at Purchasing 

Power Parity (a method of using the long-run exchange rates of two currencies to 

equalize the currencies‟ purchasing power. effective for comparing the standard of 

the living between countries
 
) of $800 in 2006 and 36% of its population below the 

poverty line. One reason is that investment in the agricultural sector is too low. 

Farmers themselves have limited access to loans which in most cases are very 

expensive. Here, you can read how agriculture is financed today and before (Somji, 

op.cit). The agricultural sector accounts for approximately half of Tanzania‟s GDP. 

In fact, agriculture is such a large component, that 85% of Tanzania‟s exports are 

from this sector and agro-business is the biggest employer in Tanzania, with 80% of 

Tanzanians working in the field (Tanzania, CIA, 2007). 

However, government fiscal year budgets show that agriculture can be considered, at 

best, underestimated. For fiscal year 2007/2008, the government has allocated only 

6.2% of its budget toward agriculture (3). Although this is an improvement from the 

budget for fiscal year 2006/2007 when it was even lower at 5.9%, it is still 

insufficient for a country where the majority of income comes from agriculture. In 
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comparison, sectors like education are given 10%, roads 12.8%, and health 10% of 

the 2007/2008 budget ("The United Republic of Tanzania Budget Speech 2007 / 

2008." The Citizen 15 June 2007: 22). 

2.3.6.1 Government Investment 

Government investment in Tanzania before the 1990s was a failure. There were 

specific programs targeted toward improving agriculture such as the Agricultural 

Sector Development Strategy (ASDS). ASDS was the national framework for the 

agricultural sector, in which development reforms are set. There are guidelines to 

help spur agricultural development at the district level, the local level, as well as at 

the national level. A host of international organizations have also stepped in to 

contribute to the ASDP Basket Fund (ASDP, 2008). 

2.3.6.2 Farmers and the Collateral 

In Tanzania as a whole, only 6% of people have access to financial loans from banks, 

and the agricultural sector only accounts for 1% of the loans. Borrowing in the 

agricultural sector is an especially large problem because of the inability of farmers 

to secure collateral. The Land Act describes the conditions needed for Tanzanians to 

acquire land. However, few Tanzanians fulfill the needs for land acquisition which 

could be used as collateral (Kasembeli, 2006). As securing collateral is a large 

problem in Tanzania especially for farmers who constitute the rural poor, 

microfinance becomes a greater factor in the provision of funds for the agricultural 

sector. As a study of microfinance in the agricultural sector suggests, microfinance 

greatly helps with development in this sector because the poor can access funds 

without having a large amount of collateral (Rweyemamu, 2007). 
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2.3.6.3 SACCOs as Alternative to Bank Loans 

Saving and Credit Cooperatives (SACCOs) are part of the larger scheme of 

microfinance and are "user-owned financial intermediaries" in which members are 

identical in some aspect such as community, or location. Each member of the 

SACCO has equal voting rights, regardless of the number of shares they own in the 

SACCO because they are rural-based and therefore can access farmers more easily; 

SACCOs seem the most convenient option for the provision of funds in the 

agricultural sector in Tanzania (Somji, op.cit). 

SACCOs also encourage savings by allowing clients to set up a savings account. 

SACCOs not only allow those in the agricultural sector to borrow despite low 

collateral, but they also encourage savings. However, even microfinance has 

problems because there are significant barriers such as high interest rates and 

management problems especially with correlation to inadequate funds (Somji, 

op.cit). It is generally accepted that microfinance and loan financing account for only 

small improvements in the agricultural sector in Tanzania. If more is needed, then the 

government must invest more in agro-business and allot a greater percentage of its 

budget toward agriculture. 

2.3.7 The Role of Micro Finance Institutes (MFIs) 

Networks of MFIs providing rural financing exist in a number of African countries, 

but the financial support they can give to small–scale farmers is limited, and is 

confined to covering the need for working capital. An in depth analysis of the role of 

MFIs in Africa, with particular focus on selected countries experiences (Benin, 

Ghana, Guinea, and Tanzania), is presented in Basu, Blavy, and Yulek (2004). In 

Tanzania there has been a tradition of small-scale agriculture financing, centered on 

the National Bank of Commerce, which had an extensive network of financing to 
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small farmers. After the restructuring of the bank and its division in three segments 

in 1999, of which two were privatized, the rural branches network, encompassing 

200 branches, was assigned to the newly created National Microfinance Bank; the 

average size of its loan is small, and the bank hold large amount of liquidity (Basu, 

Blavy, and Yulek, 2004). 

Rural financing is also provided in Tanzania by: (i) the network of about 400 rural 

savings and credit cooperatives (SACCO), with a total membership of 83,000 in 

2001, and average loan size of about $200; and (ii) the donor-sponsored Non 

Governmental organization with a total of about 130,000 borrowers. The 

contribution of these networks to the modernization of agriculture and the financing 

of needed investment is however very limited, given the small size of the loans 

(Basu, Blavy, and Yulek, op.cit). 

2.3.8 Housing Financing 

Housing financing is adversely affected in many countries by a lack of land titles, 

and/or the slowness in issuing them. In Tanzania the process surveying and titling 

land is now under way, but more than 80 percent of the land is still not titled, 

hampering the use of land to secure credit. This in turn affects the farmers who have 

land but cannot use it as collateral to secure agricultural loans. With the revision of 

the Land Act in 2004 mortgages are subject to less enforcement constraints, but it 

remains to be seen whether the recent simplification in foreclosure procedures will 

be effective in increasing the attractiveness of mortgages as collateral in agriculture 

sector. 
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2.4 Knowledge Gap 

Several studies have been done on agricultural productivity in relation on cash flow 

from commercial banks and subsidies from the government. All these studies aimed 

at improving agricultural productivity in Tanzania. Some researchers conducted 

studies with the focus on the access to formal and quasi-formal credit by 

smallholders farmers and artisanal fishermen in Zanzibar (Mohamed, op.cit); 

Innovation in rural finance in Tanzania (Wangwe, 2004). 

Financing agriculture in Tanzania (Somji, 2007), The Impact of Foreign Direct 

Investment on Agricultural Productivity and Poverty Reduction (Msuya, 2007). All 

these researchers put their emphasis on their respective angles, hence aiming at 

improving the standard of life through agricultural productivity. 

However, boosting agricultural productivity through cash flow from commercial has 

not been given due emphasis by researchers in Tanzania and particularly in Dodoma 

region. This study therefore aims to explore on the boosting agricultural productivity 

through cash flow from commercial banks in Dodoma region. 

2.4 Conceptual Framework of the Study 

Below is the presentation of the conceptual framework of this study. 
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Figure 2.1: THE CONCEPTUAL FRAMEWORK ON AGRICULTURAL 

SUPPORT 

 

SOURCE: The Researchers Field Data, 2012 

Agriculture uses inputs to transform them into final products. In the process of doing 

so it needs support. Agricultural support includes, but is not limited to, agricultural 

implements, agricultural credit support, infrastructure etc. In Tanzania all agriculture 

supports are neither easily available nor accessed. In previous years, banks were 

cautious in investing in agriculture due to its higher degree of risk. As a result the 

banks were forced to ether charge higher interest rates or let this market niche slide 

away. Recently, commercial banks have been interested in extending their services to 

agriculture sector. This has been brought by innovation of new techniques in bank 

lending processes and partly through government support in agricultural sector 

especially with the “kilimo kwanza” notion. 

As noted earlier in the literature, agriculture employs almost 80% of the Tanzanian. 

However its contribution in the GDP is slightly above 50%. This means that there is 

a room for this sector to expand and be more productive than it is now. This study 

specifically seeks to find how credit accessibility in agriculture sector can support 

and hence boost agricultural productivity in Tanzania. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0 Introduction 

The preceding chapter (Chapter II) presents the literature review whilst this one 

discusses the research design, study setting and population together with sampling 

procedures, research instruments, data collection procedures, and validity issues 

taken on board in the course of the study. The Section also elaborates on the results 

of the study together with a brief work plan and budget. 

3.1 The Study Area 

The research was conducted in Kongwa district in Dodoma region where there are 

three commercial banks that offer service within the study area. Dodoma is 

Tanzanian capital city situated in the central part of Tanzania. It is Located at 

6°10′23″S 35°44′31″E. The region host several tribes with the indigenous tribes 

being the Gogo and the Rangi. The population, as per 2002 National Bureau of 

Statistics (NBS) estimate, is 1,692,025 people (National Bureau of Statistics, 2002 

Census
 
) with the annual population growth rate of 2.2%. The majority of the 

populations engage in agriculture. There are several crops cultivated in the area 

particularly grapes and sunflower. Other crops are cereals like maize, millet and 

sorghum. The area is also famous for cattle rearing. By 2007/08 the region had an 

estimate of 1,686,036 people engaging in agriculture, 839,312 (5.6%) being males 

and 846,724 (5.6%) being females (Tanzania in Figures 2010, National Bureau of 

Statistics
 
). 

http://toolserver.org/~geohack/geohack.php?pagename=Dodoma&params=6_10_23_S_35_44_31_E_
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Naturally, Dodoma is a semi arid region with an annual rainfall of 570 mm which 

85% of it falls between December and April. It experiences long dry seasons with 

short periods of unreliable rainfall. 

3.2 Population of the Study 

Out of the total population, 157,469 people (48.5 percent) are male while 166,878 

people (51.5 percent) are female are found Dodoma Municipality. The estimated 

total number of households is 74,914 with an average household size of 4.3 people. 

The study was designed to use are simple random sampling and purposive sampling 

to select individuals in following strata; Vice and/or Deputy Vice Chancellor, Baser, 

Heads of departments, Lecturers and other workers who are working at the 

University of Dodoma in Dodoma Municipal. Kongwa district has population of 302, 

221 people. 

3.3 Research Designs 

The design guiding this study was case study design with a cross-sectional approach. 

This design was used on the grounds that, it allowed collection of data from different 

groups of respondents at a time in a particular area. Specifically, this study adopted 

descriptive case (Yin, 1994). The case design has an advantage of in-depth analysis 

of the problem situation and offers the chance to use multiple data source and 

methods as well. With cross-sectional approach, the researcher tried to find a 

problem/cause just once. The cross-sectional research design On the other hand, tries 

to study a particular phenomenon at a particular time – a “snap short” approach. It 

has a greater degree of accuracy and precision in social science studies than other 

designs (Casley and Kumar, 1998). 

This research was developed from the mixed methods approach point of view. This 

approach allows the use of both quantitative and qualitative methods in data 
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collection and analysis. The purpose of selecting this approach was to try to use the 

compatibility between qualitative and quantitative methods in order to give a 

complete and better outcome. Therefore the two, qualitative and quantitative 

methods, were used for the purpose of complementing each other (Dabbs, 1982, 

Chung, 2000). 

3.4 Sampling 

3.4.1 Sampling Frame 

The sampling frame for this study included all commercial banks in Kongwa district 

in Dodoma region and people involved in agricultural activities; especially crop 

farmers and other stakeholders in agricultural sector. The study involved six banks 

and other informal source of credits that are present in Kongwa district. These banks 

are CRDB Bank, NMB Bank, Postal Bank, Barclays Bank of Tanzania, NBC and 

DTB bank. Among these banks, only NMB bank is found in Kongwa district. It also 

involved 120 crop farmers in Kongwa district. 

3.4.2 Sampling Techniques and Sample Size 

For this study, the researcher intended to use non–probability sampling techniques in 

selecting the sample (respondents). Therefore the researcher used two non–

probability sampling techniques: the accidental sampling (also, known as 

convenience sampling), snowball sampling and purposive sampling. In convenience 

sampling, the respondents are selected where they are found. The researcher 

therefore intended to go near farmers in village communities where most of the 

farmers are relatively easily found. 

In snowball sampling, one respondent introduced the researcher to another and so on. 

This complimented those found by convenience sampling. The researcher intended to 
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use purposive sampling to choose experts in the agricultural sector and bank credit. 

In all cases age, gender and social classes was taken into consideration to reduce 

biasness as much as conditions will allow. 

3.5 Data Collection Techniques 

There are two techniques that a researcher used in data collection. The researcher 

used survey and focus group discussion. 

3.5.1  Survey 

Through survey the researcher used two techniques; structured questionnaire and 

face to face interviews. 

The first technique was the use of questionnaire. This is known for its strength in 

capturing empirical data in both informal and formal settings. The questionnaire was 

divided into five parts. First, the basic personal information regarding the 

respondents‟ profile was developed. The second part was to examine the extent of 

which farmers can access bank credit. The third part of questionnaire consisted of the 

questions that sought to assess the socio-economic factors important in influencing 

individual chances to access credit. The fourth part was to examine the challenges 

that face the farmers to access credits and lastly it will seek the level of awareness on 

available agricultural credit facilities to the farmers. 

Each questionnaire was developed in English language and later was translated into 

Kiswahili language. This is because Kiswahili is the most spoken language among 

people of Tanzania (Bryman and Bell, 2007), suggest that the questionnaires should 

be administered in the primary language of the respondents. Respondents were given 

the chance to fill the questionnaires themselves unless when the respondent cannot 

write where the researcher or assistant read the questionnaire and help filling it.  
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The purpose of this was to try to observe privacy and anonymity. The questionnaire 

was pre-tested before being administered to all respondents. The purpose was to find 

if the questionnaires were understandable, gave out the intended intention and to 

make research assistants comfortable with questionnaires. Whenever possible the 

questionnaire applied the 5 point scale; from very active to not active at all. (Bryman 

and Bell, op.cit). The questionnaire is shown in the appendix . 

Also, the researcher conducted two types of interviews. One was face to face 

interview with operation managers in order to find out the credit facilities for farmers 

and challenges that banks and farmers face in this. Also, the researcher conducted 

interviews with respondents. The interviews were semi structured i.e. prior to the 

interview its content was somehow pre-determined. This enabled the researcher to 

collect intended data and to find in details opinions of the users. 

3.5.2 Focus Group Discussion 

A researcher with the help of an assistant conducted three focus group discussions 

(FGDs) with the average of ten members each. The mode of focus group discussion 

was constantly evaluated and making sure that it goes in hand with the guidelines. 

Prior to that, the assistant was trained to make sure that he/she is familiar with the 

guidelines and topics for discussions. A very little judgment was allowed for 

interviewing initiated focus groups to incorporate their views. The purpose of using 

focus group discussion was to supplement the questionnaire survey. Homogeneity in 

terms of age, sex of the members and status were highly considered in order to get 

successful discussions. 
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3.6 Data Analysis 

There were two types of data collected, quantitative and qualitative. With 

questionnaire and credit accessibility from the banks, quantitative data were 

collected. With FGD and interviews however, qualitative data was collected. The 

researcher analyzed quantitative collected data using statistical programs; Microsoft 

Excel and SPSS. Presentation of data was in tabular and graphical forms. With 

qualitative data, the researcher used recursive abstraction technique; where datasets 

were summarized, and those summaries were further summarized until there was a 

compact summary that is easy to interpret (Marshall, 1998). Another technique used 

was coding, where data were read and be demarcated with segments (called the 

codes). Finally, the researcher discussed the similarities and differences or 

relationship in related codes. The computer assisted software, NVivo 7, was also 

used to assist in data analysis. 

3.7 Reliability and Validity of Data 

Reliability of data refers to the consistency with which repeated measures produce 

the same result across time and across observers (Patton, 2002). For reliability 

reasons, the researcher employed triangulation of methods in evidence collection 

(Kirk and Miller, 1986). 

Validity of data On the other hand, refers to the extent to which the study accurately 

reflects or assesses the specific concept one wishes to measure (Campbell & Stanley, 

1996, Appia-adu, 2000), maintains that, the assessment of both reliability and 

validity are more qualitative in approach than they are quantitative. That being the 

case, to ensure that measures employed in this study were both valid and reliable, the 

following were done: 
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Data were collected using multiple methods (interviews, focus group discussion and 

documentary review); known as triangulation of methods, and from different groups 

of stakeholders in agriculture. This enabled to see same things from different angles. 

The researcher also used pilot test study to check any ambiguities with the research 

instruments. In case there was be deviation, it immediately corrected. Measures were 

also taken to ensure that ethical issues are taken on board to avoid incorrect 

conclusions.
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CHAPTER FOUR 

DATA ANALYSIS, PRESENTATION AND DISCUSSION 

4.0 Introduction 

This chapter describes results analysis and discussion. Generally, the study examined 

the contribution of both formal and informal credits to the crop farming productivity 

in Kongwa district in Dodoma region. 

Specifically this study sought to:- 

 To find out if farmers have access to bank credits in Kongwa district, in Dodoma 

region. 

 To assess credit related socio-economic factors important in influencing 

individual chances to access credit cha in Kongwa district, in Dodoma region. 

 To examine the challenges to access credits and assessment of some important 

credit aspects in Kongwa district. 

Therefore, data presented reflect the above stated specific objectives. The three 

objectives are going to be treated thoroughly. 

4.1 The Profile of the Respondents 

The researcher intended to establish the profile of the contacted respondents. The 

total number of respondent consulted was 120, 60 being men and 60 women. The 

established profile components are age, gender, level of education and occupation of 

the respondents. 

4.1.1  Age and Gender of the Respondents 

Below is the table which shows the age and gender profile of the respondents. The 

age data were grouped into five categories: those who were 18 – 25 years of age; 
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those who were 26 – 35; those between 36 – 45, those between 46 – 55, and those 

who were above 55 years. Below are the results of the respondents who were found 

by their ease of access. 

Table 4.1: Respondents’ Age and Gender 

Age Group 

Male Female Total 

Number Percentage Number Percentage Number Percentage 

18 – 25 12 20.0% 8 13.3% 20 16.7% 

26 – 35 8 13.3% 4 6.7% 12 10.0% 

36 – 45 9 15.0% 7 11.7% 16 13.3% 

46 – 55 17 28.3% 21 35.0% 38 31.7% 

above 55 14 23.3% 20 33.3% 34 28.3% 

Total 60 100.0% 60 100.0% 120 100.0% 

Source: Field Data 2012 

The results of the survey show that the mean ages of the respondents were 44.5 years 

and 49.8 years for male and female respectively. The results show that older people 

(above 46 years) are mostly represented in crop farming taking up 60% of all 

respondents. 

Although youth are the workforce of any country, it can be concluded that most of 

them do not engage in crop farming. 

4.1.2  Marital Status 

The researcher intended to find out the marital status of the study respondents. The 

aim was to establish the relationship between marital status and involvement in 

agricultural activities specifically crop farming. Below are the results 
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Figure 4.2;  Marital Status of the Respondents 

 

Source: Field Data, 2012 

105 respondents (87.5%) were married of which 64.8% were males compared to 

35.2% females. On the other hand 15 respondents (12.5%) were not married. This 

group constituted of single, separated or divorced respondents all together. The result 

shows that among married couples, males do engage more in crop farming than 

female. But on the other side of the coin of unmarried respondents, female have 

shown to participate more than unmarried males in crop farming. In general, married 

respondents who engage in crop farming far outnumber those who are unmarried. 

This can be suggested that the marital status may be the driving force to engage in 

income generating activities and in this case, crop farming is among these activities. 

4.1.3  Main Occupational Activities 

Most communities in Tanzania involve in more than one income generation 

activities. In Kongwa, all respondents who were approached had two main activities; 

farming and livestock keeping. These are not mutually exclusive and exhaustive, as 

all respondents engaged in both occupations in varying degrees. Hence, the survey 

focused on these two main occupational activities with our concern was crop 
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farming. The researcher sought to find out which occupation among the two, the 

respondent was taking it as the main activity. The results are shown here under. 

Figure 4.3: Main activity respondents involve in 

 

Source: Field data, 2012 

Out of 120 household heads, 90 respondents reported crop farming as their main 

occupational activity and the main source of income, while 30 respondents reported 

livestock keeping as their main occupations and major sources of income. 

In Africa, most farmers are subsistent. In a mixed society like that found in Kongwa, 

most of the farmers are subsistence farmers (peasants) hence crop farming can be 

complimented by livestock keeping partly as a cultural activity and as an additional 

income generating activity. 

4.1.4  Farm Size and Land Tenure Status 

The study sought to find out the farm size and land occupation in relation to credit 

accessibility. The result of the farm sizes that were plotted each season as estimated 

by respondents are shown in the figure below: 
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Figure 4.4: Farm Size (in acres) 

 

Source: Field data 2012 

The farm size, was expressed in terms of amount of land actually cultivated in any 

farming season, and 69 (57.5%) were found to work on pieces of land of up to three 

acres, 41 (34.2%) worked on pieces of land ranging between three to six acres and 

only 10 (8.3%) worked on more than six acres plots. That means in our study area, 

the majority of the respondents as shown on the figure above are subsistence crop 

farmers because they own land sizes below 6 acres. Only 10% of the respondents 

cultivate pieces of lands of more than 6 acres. In other words, only ten percents of 

the respondents were the large scale crop farmers. 

On the other hand, 78 respondents (65%) claimed to occupy land and 42 respondents 

reported to have no land. Among those who occupy the land most of them had no 

certificate of occupancy to the land they own. See the table below: 

Table 4.1: Presentation of the Respondent with Title Deeds 

  

With Title Deed Without Title 

Male Female Total Male Female Total 

Land owners 12 2 14 48 16 64 

Source: Field data, 2012 
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From the table it can be observed that, the majority of land owners were males (60 

respondents) compared to females who were 18. The same trend is observed with 

title deeds where most males (12 respondents) have certificates compared to females 

(only 2 respondents)  

In Tanzania, the process surveying and titling land is now under way, but more than 

80 percent of the land is still not titled, hampering the use of land to secure credit. 

This in turn affects the farmers who have land but cannot use it as collateral to secure 

agricultural loans. 

The land tenure system is rather complex as evidenced by the field results. About 

35% (42 respondents) indicated that they have borrowed the land from their 

neighbors, relatives and local government authorities. As part of the conditions in 

borrowing, borrowers were only allowed to grow annual crops. About 46% of land 

owners (n=78) cultivate on inherited pieces of land and about 38% (n=78) reported 

to use family plots to grow food crops with limited tenure security. About 16% 

(n=78) to have bought the land they use. Of those who have bought the land about 

73% (n=13) have land title deeds. It is observed that those who either inherited or use 

family plots are reluctant to find the title deeds. 

4.1.5  Educational Status of Respondents 

Respondents were grouped into four categories with respect to educational 

background. 
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Figure 4.5: Educational Status of Respondents 

 

Source: Field data, 2012 

Those who have not had formal education account for 14.2% of all 120 respondents; 

while those with primary education were 41.7% (n=120). 28.3% of the respondents 

had attained secondary education, 10% had college education and only 5.8% of the 

respondents (n=120) had university level of education. 

The survey found that women without formal education outnumber men in the same 

category by a ratio of 2:1. In addition, the proportion of men (48.3%) who had 

acquired some primary education was slightly higher than that of women (35%). 

However, with secondary and diploma education women excel by outnumbering men 

(31.7% and 25.0% for secondary education respectively and 13.3% and 6.7% for 

college diploma respectively). However, there were more men (6 respondents or 

10%) with a degree and above as compared to women (1 respondent or 1.7%) 

4.1.6 Annual Income of the Respondents 

The researcher also sought to found out the annual income in crop farming of the 

respondents in the study area. 
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Table 4.2: Annual Income of the Respondents 

Annual Income 

Range 

Crop Farming as the 

main activity 

Livestock keeping 

as the main 

activity Total 

# % # % # % 

 < 400,000  21 23.3% 8 26.7% 29 24.2% 

 400,000 - 

800,000  14 15.6% 16 53.3% 30 25.0% 

 800,000 - 

1,200,000  42 46.7% 4 13.3% 46 38.3% 

 > 1,200,000  13 14.4% 2 6.7% 15 12.5% 

Total 90 100.0% 30 100.0% 120 100.0% 

Source: Field data, 2012 

The average annual income of the respondent was Tshs. 969,166.67. About 23.3% of 

crop farmers were found to earn less than Tshs. 400,000 per annum as compared to 

26.7% of livestock keepers. 15.6% of crop farmers earned between Tshs. 400,000 

and 800,000 while 53.3% of livestock keepers earned the same amount. Nearly half 

of the farmers (46.7%) earn between 800,000 - 1,200,000 a year, as compared to 

livestock keepers whom were found to be 38.3%. About 14.4% of farmers and 12.5% 

of livestock keepers earn more than 1,200,000. 

The World Bank identify a person leaving below 1.5 USD a day to be poor and 

below 1USD to be extremely poor. As it can be noted that the majority of the  
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Table 4.3: Farmers Accessibility to Credit in Kongwa District 2012 

Source Amount Responses Percentage 

Informal 

< 500,000 16 51.6% 

500,000 - 1,000,0000 10 32.3% 

1,000,000 - 5,000,000 4 12.9% 

5,000,000 - 15,000,000 1 3.2% 

> 15,000,000   0.0% 

Total 31 100.0% 

Formal 

< 500,000 4 9.5% 

500,000 - 1,000,0000 7 16.7% 

1,000,000 - 5,000,000 6 14.3% 

5,000,000 - 15,000,000 19 45.2% 

> 15,000,000 6 14.3% 

Total 42 100.0% 

Total respondents who accessed either 

type of loan 73 

Percentage (of total 120 respondents) 60.8% 

Source: Field data, 2012 

About 61% of the respondents have accessed loans from both formal and informal 

sectors with 25.8% being from informal sector and 35% from formal sector. The 

average amount received as a loan was Tshs. 782,162.20. About 50 percent received 

loans of less than Tshs. 500,000; 25 percent obtained loans in the range of Tshs. 

500,000 to 1,000,000; 12 per-cent obtained loans ranging between Tshs. 1,000,000 to 

1,500,000. Only 10 (13 percent) of the respondents had obtained loans over Tshs. 

1,500,000. 
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The majority of those who have accessed credit (61 percent) obtained their loans 

between two and five years ago, 30 percent obtained their loans more than five years 

ago and only nine percent got their loans in the past two years. Of those who 

accessed credit only 17 percent were crop farmers. On gender as-percent, only 26 

(22%) of those who accessed credit were women. 

Findings show that none of these crop farmers accessed credits from formal 

institutions like commercial and retails banks because crop farmers are risk averse. 

4.3  Socio-economic Factors Important in Influencing Individual Chances to      

           Access Credit 

Logistic regression analysis was conducted to ascertain factors that contribute 

significantly to credit accessibility by some respondents and not others. Access to 

credit variable (whether an individual has accessed credit or not) was regressed on 

age, number of years of formal education, gender, farm size, land tenurial status, 

income level, location, marital status, main occupation, land title deeds and credit 

awareness. 

Of those factors, only levels of income, gender, age, number of years of formal 

education, credit awareness were found to influence an individual chance to access 

credit from formal and informal credit sources. 

4.3.1  Age 

The results indicate a negative but significant relationship between credit access and 

age. This finding suggests that older people have poor chances to access credit from 

formal and informal financial institutions. This relationship was expected because the 

older people are always risks averse and would not like to enter into debt obligations. 

In addition, the older people find it difficult to understand the operations, and 
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conditions of formal and informal financial institutions and are also afraid of loan 

conditions. 

4.3.2  Gender 

Gender is also significant and had a negative coefficient, implying that women had 

low access to formal and informal credit compared to men. It is evident from the 

results that despite the presence of some targeted credit schemes in favour of women, 

they still face credit access difficulties compared to men. The variable marital status 

was found not significant, implying that being married or single does not matter for 

accessing credit from formal and informal financial institutions. 

4.3.3  Level/Years of Education 

Years of formal education were found significant variable in that it determines ones 

chances to access formal and informal credit. However, the negative coefficient was 

not expected for this variable, as it was believed that chances to access credit from 

formal and informal financial institutions improve with increase in levels of 

education. Nevertheless, the implications of these results imply that the available 

credit services from the small credit schemes targeted the poor and vulnerable people 

in the rural areas and the majority of those who had benefited had low education 

levels. 

4.3.4  Income Levels 

The relationship between income levels and access to credit was also significant but 

the coefficient was negative implying that those with low income had better chances 

to access credit from formal and informal financial institutions. The negative 

coefficient was not expected because most of the credit that was made available to 

crop farmers was from informal financial institutions, targeted to the real poor (those 
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with low income). In addition, most of the available credit schemes had eligibility 

criteria favouring people with relatively low income in rural areas. Also, low loan 

ceiling for credit-assisted activities was a disincentive to comparably better off 

individuals to ask for loans from these credit schemes. 

4.3.5  Awareness 

Awareness on credit availability had a positive significant relationship with access to 

credit, implying that those individuals who are aware of the availability of credit 

services have better chances to access credit than those who are not aware.  

4.3.6  Farm Size 

Farm size related positively to the chances to access credit because the owner of the 

large farm would usually have a higher capital requirement and this could entice 

owner to look for external financing opportunities. However, farm size was not a 

significant variable in the analyzed sample. Land tenure status and having land title 

deeds were also not significant variables. These results were expected since all 

borrowers (those who have accessed credit) obtained their loans from quasi- 

formal/informal financial institutions where no collateral was asked and issues of 

land tenure and ownership were not considered in loan approval and disbursement 

processes. 

4.3.7 Occupational Activity 

The main occupational activity was expected to be significant because it was thought 

that type of activity and investment requirements could influence individual 

decisions to request for additional money and hence access to credit. However, the 

coefficient for the main occupation was not significant. 
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4.3.7  Location 

Location of an individual in (Kongwa district) was also thought to be an influencing 

factor in credit access, but the regression results show that there is no significant 

relationship between location and ones‟ chances to access credit from formal and 

informal financial institutions. In a related study, (Kashuliza op.cit1998) pointed out 

that gender, the level of education and awareness of farmers on the available credit 

facilities in their areas are important factors in determining access to credit. 
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Table 4.4, Results of Logit Analysis on Credit Accessibility in Kongwa District, 

Dodoma Region, 2012. 

Variable B Statistic Standard Error Significance 

Age - 0.1585464* 0.0754659 0.037 

Number of years of formal education - 0.01004* 0.0049231 0.042 

Gender - 0.2669831** 0.063019 0.001 

Marital status 0.012031 0.03006 0.689 

Main occupation - 0.002585 0.025479 0.919 

Farm size 0.0094489 0.0157805 0.550 

Land title deed 0.0201518 0.0149685 0.179 

Land tenure status - 0.0112845 0.120405 0.349 

Annual income earned - 0.3057918** 0.0322302 0.001 

Awareness on credit availability 0.3044144** 0.0411209 0.001 

Constant 6.2888327** 0.5249399 0.001 

Statistics:  

No. of observations = 120       F (11, 288) = 35.19  

Prob   >  F = 0.0000       R – squared = 0.5934  

Adj. R-squared  = 0.5751 

Source: Field data, 2012 

Note: * Significance at 5%, ** Significance at 1% 
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4.4 Challenges Facing Credits Service and Assessment of Some Important     

           Credit Aspects 

Some qualitative information on challenges of the crop farmers in accessing credits 

was also collected and the responses of the respondents on issues raised are 

summarized as follows: 

4.4.1 Attitudes of Respondents towards Credit and Interest  

Table 4.5: Attitudes of Respondents towards Borrowing 

Attitude towards borrowing Respondents 

Positive Attitude 

Formal 29 

Informal 81 

Total 110 

Negative Attitude 10 

Source: Field data, 2012 

Out of all 120 respondents, 110 (92%) showed a positive attitude to credit, some 

pointing out that credit is a very essential element for increased production and that it 

enables the borrowers to get a working capital to start with or expand profitable 

enterprises and were ready to receive it if given an opportunity. However out of 

respondents who support credit flow, 74.4% mentioned that they were not ready to 

take loan from formal sector. Some of the few reasons as to why they were not ready 

to take the loans include stringent conditions accompanied with the loans, high 

interests, difficult repayment schedules etc. 

10 respondents (8%) were completely negative towards borrowing, given any form. 

They showed total reservations on credit especially from formal institutions arguing 
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that conditions attached to such credits are difficult to meet and involve high risks of 

failing to repay, a situation which may lead to confiscation of borrowers‟ properties. 

This group of respondents, even after being given adequate clarifications by the 

interviewers showed reluctance to accept credit from formal financial institutions. 

Figure 4.6: Attitude towards Interest Charged on Loans 

 

Source: Field data, 2012 

When asked about their opinions on interest charged on the loan, 83 respondents 

(69%) had no problem with interest charged on loans but with interest rates most 

were reluctant to accept the higher interest rates on agricultural loans. This group 

understood the fact that public institutions such as banks are operating with interest 

to cover their operational expenses and get some profit. But they claimed that the 

rates were higher. 37 respondents (31%) of the respondents, however, were very 

much against the use of interest claiming that interest is nothing but usury which is a 

condemned act in some religions like Islam and were not going to accept an interest 

charged loan. 

4.4.2 Respondent’s Opinion on Factors limiting Chances to Formal Credit  

The study aimed at capturing respondents‟ views and opinion on factors which limit 

their chances to access credit from formal financial institutions. Prior to survey, five 

factors were established. They included lack of awareness on credit availability, 
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difficult loan conditions, long distances to credit services providers, bureaucratic 

loan processing procedures and favoritism. The results are shown below: 

Figure 4.7: Factors limiting Chances to Formal Credit 

 

Source: Field Data, 2012 

40% of the respondents (n=120) mentioned that lack of awareness on availability of 

credit was the factor that was limiting credit accessibility. 44 respondents (36.7%) 

reported that difficult loan conditions were hindering the process of loan application. 

On the other hand 6 respondents (5%) mentioned that long distances from their 

locations to credit services providers had an implication on loan accessibility. 10 

respondents (8.3%) mentioned that cumbersome and difficult bureaucratic 

procedures were the barriers in loan application. Lastly, 12 respondents (10%) said 

favoritism was the problem in loan provisions. 

4.4.3  Productivity Constraints 

For further analysis, respondents were asked to identify the most important 

constraints limiting increased production (productivity) in their main occupational 

activities. 

Table 4.6 Productivity Constraints 

Major Reason No. of cases Percentage 
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Lack of Capital 61 51% 

Lack of Agricultural inputs 23 12% 

Weather Conditions 7 8% 

Diseases and Pests 4 3% 

Vermin 10 11% 

Lack of working spirit 11 15% 

Total 116 100% 

Source: Field Data, 2012 

51% of the respondents pointed at lack of capital as the main constraint in 

agricultural productivity. Lack of Agricultural inputs was mentioned by 23 

respondents (12%), while Weather Conditions problems (such as drought, floods, 

unreliable rainfalls etc) were mentioned by 7 respondents (8%), Diseases and pests 

problems were indicated by 4 respondents (3%), 12 respondents (11%) claimed that 

vermin (thieves, wild and domesticated animals) and 11 respondents (15%) 

mentioned that lack of working spirit among farmers to be their major problem. 

As it can be observed that a half of the respondents mentioned that lack of capital in 

agriculture sector, and in this case specifically crop farming, is the main hindering 

component in agricultural productivity. By provision of credit to farmers, some of 

other hindering factors like lack of agriculture inputs, diseases and pest, can be 

solved too. 

4.4.4 Credit Impact on Household Income and Expenditure Pattern and     

          Enterprise Operations  
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The total number (75) of respondents who received loan ware asked to register their 

views with regard to changes in their income and expenditure pattern and to the 

changes of their enterprise(s) operations after receiving loans. About 54 (72%) 

indicated that there was an increase in their income and expenditure levels and the 

operations of their enterprises expanded after loan. Whilst 17 (22.7 %) indicated that 

no changes occurred and the remaining 4 (5.3%) complained of declined 

performance in their income and expenditure levels as well as a decrease to their 

enterprise(s) operations. 

4.4.5  Reasons for Borrowers Failing to Repay the Loans 

The study sought to find the reasons for the seemed high rate of loan default. The 

borrowers were approached and asked to mention, in their opinion, which among 

farm management failure, natural disasters, distress consumption, poor loan follow-

up by lending authorities and market trend problems. The results are shown here 

under. 

Table 4.7: Reasons Rendering Loans default 

Major Reason of failure No. of cases 

Farm Management failure 7 

Natural disaster (eg drought, floods, pest diseases) 11 

Distress consumption 3 

Poor loan follow- up system 6 

Market trend problems 4 

Total Cases of Failure 31 

Percentage failure (out of 73 respondents who accessed the loan) 42.5% 
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Source: Field data, 2012 

The reasons given by respondents for the delays and difficulties they face in making 

repayments contradict the information they gave on performance of their incomes 

and expenditure patterns after loan. On one hand, they are proud that the credit has 

improved their welfare fearing that saying otherwise will jeopardize their future 

chances of getting more loans. On the other hand, they indicate several factors 

inhibiting their ability to repay loans in time with belief that contrary information 

may influence the credit staff to demand repayment of their loans. It is therefore 

important that information should be critically assessed to determine the impact of 

credit intervention. The situation is more complex because the recording system of 

most small borrowers is poor and can‟t be relied much. However, during the field, it 

became evident that credit had some observable effect on income and assets values 

of the borrowers. 

5.3  The Impact of Credit Use  

T-test was run to determine the differences between borrowers and non- borrowers. 

Comparison was made on variables: household labor size, farm size, income and 

value of productive assets. Results of the Mean significant T-test indicate that there 

are significant differences between credit borrowers and non-borrowers in relation to 

income level (p £ 0.001) and value of productive assets (p £ 0.001). 

The T-test results show that the income and assets values of borrowers are almost 

twice that of non-borrowers. Nevertheless, lack of baseline data makes it difficult to 

ascertain with full certainty that the observed differences are due to the loans 

obtained by the borrowers. Also it is appreciated that establishing a casual role to 

credit is complex due to multiple sources of income of households and the problem 

of reliability of data and the fungibility of credit funds. However, it was evident that 
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majority of those who accessed credit (67 percent, n = 80) were individuals earning 

income less than Tshs 800,000 per annum. The implication is that the increase in 

income of borrowers who belonged to the low-income groups might have been 

caused by the credit facility. In addition, much of the assets that borrowers had were 

the ones bought through credit and hence the observed differences in assets values 

between borrowers and non-borrowers could be attributed to the credit facility. 

Furthermore, the fact that 61 percent of the borrowers obtained their loans between 

two and five years ago and that 30 percent obtained loans more than five years ago 

show that with time credit had impacted positively on income and assets value of 

borrowers. 

Therefore, the T-test results showing significantly higher annual income levels and 

productive assets values for credit users have the implications that the use of credit 

has a positive role in poverty alleviation. Credit enables the producers to acquire 

more and efficient productive assets and hence contributes to the increase in 

productivity and incomes and thereby contributes to rise the crop farming 

productivity. 

The T-test analysis has shown no credit impact on household labour size and farm 

size. This implies that credit provided had not been able to create an additional 

employment opportunity to the household members or that the benefited households 

had limitations to the household labor supply available. Similarly, with the farm size, 

the implication is that the households may not have accumulated enough amount of 

money to enable them acquire additional land through buying or that households 

were faced with problems of land shortages for expanding their farms, which is a 

common problem in Kongwa district. 
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Table 4.8: T-test Results of Borrowers versus Non-borrowers in a Selected 

Study Population of Kongwa district 

Variable name Mean 

borrowers 

Mean Non-

borrowers 

T-value P-value 

Household labour 

size (No) 

2  2 - 0.2713 0.7863 

Farm size (Acres) 2.8 2.7 0.5527 0.5809 

Annual income 

earned (Tshs.) 

747,077.90 386,923.80 6.9956 0.001* 

Value of productive 

assets (Tshs. 

593,83120 222, 4888.80 6.9956 0.001* 

Source: Field Data, 2012 

Note: * Significance at 1% 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1  Summary 

5.1.1 Accessibility of Credits in Kongwa District 

The study findings revealed that crop farmers in Kongwa district and Dodoma region 

in general have poor access to credit services, a problem which has had hampered the 

agricultural productivity in the study area to such an extent that hinder sustainable 

development of the region and the country at large. At least credits services from 

informal are more accessible by the crop farmers. In case of formal institutions like 

commercial and retail banks there is limited to access their credits. 

5.1.2 Socio-economic Factors Important in Influencing Individual Chances to 

Access Credit in Kongwa District 

The study managed to establish five socio-economic factors important in influencing 

individual chances to access credit from formal and informal financial sources that 

include age, years of formal education, gender, income, and degree of awareness on 

available credit services. The level of education of an individual was found to be an 

stumbling block/factor in influencing an individual chances to access credit as 

evidenced by the borrowers group in the study sample who were found to be better 

educated than the non-borrowers. 

5.1.3  Challenges in Accessing Credits in Kongwa District 

The findings revealed that lack of awareness and difficult loan conditions were the 

major factors that constrained their access to credit from formal sources. Most of the 

respondents (60 percent) in this study claimed that people were not aware of the 

availability of credit and the information on conditions and procedures of getting 
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loans from formal and informal financial institutions was limited among smallholder 

producers, particularly those living in the rural areas. The findings show that 

awareness of people on available credit facilities is an important factor in enhancing 

credit access by smallholder farmers and artisanal fishermen. 

5.2  Conclusion 

Generally, the study results suggest that crop farming in Kongwa have limited access 

to credit services, a situation which has seriously constrained the agricultural sectors‟ 

development and to a large extent floundered attempts to rise agricultural 

productivity in the country. The study results indicate that both formal and informal 

credit institutions are inadequate facilities in meeting saving and credit needs of the 

farming communities. Commercial banks were found to have no credit lines for 

small borrowers and above all, most of the credit conditions are too difficult for poor 

small farmers to meet. Commercial interest rates charged by the banks and collateral 

requirements largely restricted farmers and fishers from seeking loans from these 

sources. 

The existing micro-credit programs were also found to be inadequate. These 

programs had limited scope and many were plagued by serious operational 

inefficiencies. Lending procedures, conditions, scope and target beneficiaries among 

different credit programs differ significantly. While some of these programs target 

their credit services to women, others were found to target unemployed youths and 

organised productive groups. Interest rates charged by these programs also varied 

widely, mostly concessionary. Low loan recovery and interest rates have virtually led 

to gross operational inefficiencies of most of these small credit programs, some of 

which have even collapsed thus escalating the problem of credit availability to the 

target beneficiaries. 
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Furthermore, the study managed to establish five socio-economic factors important 

in influencing individual chances to access credit from formal and informal financial 

sources that include age, years of formal education, gender, income, and degree of 

awareness on available credit services. The level of education of an individual was 

found to be an important factor to influence individual chances to access credit as 

evidenced by the borrowers group in the study sample whose were found to be better 

educated than the non-borrowers. 

On impact assessment, the study revealed that the income and assets values of 

borrowers are almost twice those of non-borrowers but lack of baseline data makes it 

difficult to associate the differences to the loans obtained by the borrowers although 

the changes in income and assets values among borrowers is linked to use of credit. 

5.3  Study Recommendations 

There is recognition of the crucial role played by financial institutions in economic 

growth and improvement of livelihood. It is thus recommended that the credit policy 

for rural and micro-enterprise lending needs to be formulated in order to mobilise 

savings and maximize the opportunity in the availability of credit to the population in 

rural and urban areas of Kongwa district. New legislation is required to enable the 

bank make unsecured loans and to allow loans to be made to potentially productive 

activities. 

The existing commercial banks need to be encouraged to lend to smallholder farmers 

and micro-enterprise sector. The National Micro-finance Bank (NMB), which is a 

government owned bank has to take a leading role in opening up credit facilities for 

the poor and rural producers. The government has to take deliberate initiatives, 

which could include the restructuring of NMB in order to reduce its costs of lending, 

reduced staff, and computerizing bank operational systems in order to reduce 
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overhead costs. This restructuring exercise should make bank loans more accessible 

and affordable to small borrowers. In addition, GoT needs to consider privatization 

of NMB in order to improve efficiency, accountability and profitability. The bank 

should be made to operate commercially by reducing government involvement in 

decision-making processes and in the directions of credit allocation. The government 

in collaboration with various development partners should consider the possibility of 

establishing a specialized credit institution to cater for specific credit and saving 

needs of the small crop farmers. 

The establishment of a wider network of bank branches to serve the farming sector 

may not be possible to the banking institutions thus the formation of cooperatives, 

farmers associations or other forms of group responsibility for the administration and 

supervision of credit programs at the local level should be promoted. Group lending 

approach may not only reduce the high overhead costs associated with small lending 

but may also encourage the establishment of good credit culture and help in 

achieving acceptable loan repayment levels. The emergence of saving and credit 

cooperatives (SACCOs) and saving and credit groups (such as „Finca‟ groups) offers 

an excellent opportunity as a starting point for the use of group mechanism in 

accessing credit to the poor majority. 

Departments of Cooperatives of the region should facilitate the group formation 

process such as assisting in registering and strengthening the existing productive 

organizations and cooperatives through capacity building. Strong cooperatives and 

associations can be a very useful instrument not only for controlling credit but also in 

the mobilization of savings from small producers. 

Furthermore, policies to enhance the role of informal credit institutions to bring 

about closer linkage between formal and informal institutions should be formulated. 
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Better linkages would enable banks to benefit from the outreach and local knowledge 

of informal agents, expanding financial savings mobilization and credit delivery and 

improving the overall efficiency of the financial system. 

Informal credit arrangements need be promoted and encouraged to continue 

providing credit to small farmers, and micro- entrepreneurs. However, suitable 

mechanism should be explored to provide coordination of various fragmented credit 

schemes existing in Dodoma region and Tanzania at large in order to streamline their 

basic operations with a view to instituting common conditionalities and guidelines 

for lending to agriculture and the entire micro- enterprise sector. Proper coordination 

of various credit schemes will not only eliminate the present confusion confronting 

both lenders and borrowers but might also improve operational efficiencies of the 

schemes and bring about good repayment performance. 

Gender differences with respect to access to credit facilities have to be critically 

looked into. Extending credit to women will not only accelerate production in 

agricultural and micro–enterprise sectors but also improve rural livelihood and 

reduce poverty and as such women should be encouraged to form their own credit 

and saving groups and take new viable economic forms of income generation. There 

is also a need to strengthen their capacity of analysis and decision making to improve 

their chances to access credit and to improve their capacity to efficiently utilise the 

credit. 

Provision of training to credit beneficiaries in aspects of credit management, saving 

mobilization, basic accounting, financial management, cash flow management, 

technical and on marketing aspects of agricultural and other micro- enterprise 

products should be enhanced. Beneficiaries also need to be well informed on their 

obligations, particularly in loan repayment needs. 
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Furthermore, for credit to be effective as an agricultural productivity rise measure, its 

provision has to be well supported by relevant research activities and good extension 

services. Research should aim at developing appropriate innovations to improve 

agricultural and micro-enterprise performance. Extension services need to be 

effectively linked to research activities and to the target group in order to facilitate 

smooth flow of developed innovations to farmers and to give feed back to 

researchers for further improvement of the technologies. Promotion of effective 

linkages of researchers, extensionists and producers will, to a large extent, reduce the 

chances of enterprise failures and in so doing will give value to credit through the 

improvement of the performance of assisted enterprises. 

The issue of marketing for agricultural products, produced after the acquisition of 

credit, has to be seen as a critical factor in improving people‟s standard of living. 

Thus the government should aim at improving the necessary infrastructures in the 

rural and urban areas in order to create market incentive to small-scale farmers and 

small rural producers. Improvement has to focus on the road network, 

communication, power and water supply. Also agro-processing cottage industries 

need to be promoted and producers should be trained on quality aspects of their 

products. 

The government needs to develop concrete strategies for mobilising the saving 

culture among the general public, both in urban and rural areas for sustainability of 

financial institutions and poverty reduction. The use of SACCOs, which have proved 

very successful in a number of countries, such as, India and Kenya, needs to be 

promoted and encouraged in order to provide a grassroots instrument for mobilizing 

savings and extending credit. 
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Furthermore, there should be an effort to keep people informed on the availability of 

credit services through village institutions, meetings and in social gathering or 

through mass media such as the radio and TV. In minimizing element of bias in 

credit allocation, it is suggested that credit should be provided in a fairly competitive 

system based on credit worthiness of the proposed investment and the applicant. 

Land ownership issues, though complex in their very nature need also be keenly 

scrutinized and accordingly acted upon to ensure security of land ownership by the 

majority of small-scale agricultural producers. It is thus recommended that land 

registration exercise already approved by the government be immediately carried out 

to benefit majority of poor farmers who remain insecure in the land they use and also 

to give them an opportunity of using their land as collateral to obtain loans from 

formal financial institutions. 

This study focused on the contribution of retail banks and commercial banks credits to 

crop farming productivity in Tanzania specifically in Kongwa district in Dodoma 

region. 

The following researches are suggested: 

 Other studies should be conducted on the contribution of retail banks and 

commercial banks credits to pastoralist productivity in Tanzania specifically in 

Kongwa district in Dodoma region so as to have a better understanding of the role of 

credits on the two important aspects of agriculture (crop farming and pastoralist). 

 The same study (on the contribution of retail banks and commercial banks credits 

to crop farming productivity in Tanzania specifically in Kongwa district in Dodoma 

region) should be conducted on the other parts of the country rather than only 

Kongwa district in Dodoma region. 
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APPENDIX: Questionnaire on how agricultural productivity can be boosted by 

credit flow. 

Questionnaire, English Version 

Questionnaire.................................................................... 

Introduction: This questionnaire has three (3) sections (A-D) consists of 25 

questions. Please read the questions carefully before answering them. In case of 

misunderstanding, don‟t hesitate to seek clarification from the researcher. High 

confidentiality will be assured between the one who fill the questionnaire and the 

researcher. 

SECTION A: Personal Details 

1. What is your gender? 

 a) Male  b) female 

2 How old are you? 

 a) 18 – 25 b) 26 – 35 c) 36 – 45 d) 46 – 55 e) Above 55 

3. What is your level of education? 

a) Informal  b) Primary education  c) Secondary education  d) college 

education  e) university education f) others. (Specify)...................... 

4. What is your marital status? 

a) Married or Living together  b) Divorced/separated  c) Widowed  d) 

Never married and lived together 

5. What is your occupation? 

a) Employed  b) self-employed c) Student  d) farmer  e) housewife f) 

Any other......................................................... 
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SECTION B: KNOWLEDGE ON CREDIT FLOW ON AGRICULTURAL 

PRODUCTIVITY 

6. Do you know sources of the credit flow responsible for in boosting your 

agricultural productivity in Dodoma Municipality? 

a) Yes  b) No 

What are they?............................................................................................... 

7. Do the National Bank of Finance (NBC) and the Cooperative and Rural 

Development Bank (CRDB) dominant in providing rural financial services in 

Dodoma Municipality? 

a) Yes  b) No 

Mention any other............................................................................................ 

8. Does high loan high interest rates from commercial banks an impediment in your 

agricultural productivity? 

a) Yes  b) No 

Give explanation to support.............................................................................. 

 

9. To what extent do commercial banks in Dodoma region play role in cash flow to 

agricultural sector? 

a) Excellent b) Very good c) Good d) fair e) Poor 

Give explanation to support you.................................................................... 

10. Does the Savings and Credit Cooperatives (SACCOs) play the major role in 

financing agricultural productivity more than commercial banks in your area? 
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a) Yes  b) No 

Give explanation to support your answer........................................................ 

11. Is there discrimination of women in financial provision from commercial banks 

and SACCOs in Dodoma? 

a) Yes  b) No 

Give explanation to support your answer........................................................... 

12. Do you prefer SACCOs to commercial banks in credits flow? 

a) I strongly agree b) I agree  c) Do not know d) I disagree e) I 

strongly disagree  

Give explanation to support your answer.......................................................... 

13. Are SACCOs, rural based, more easily accessible to farmers and therefore most 

convenient option for provision of funds in agricultural sector in Dodoma? 

a) I strongly agree b) I agree  c) Do not know d)  I disagree e) 

I strongly disagree  

Give explanation to support your answer....................................................... 

14. Is it true that farmers are more accessible to credit flow from commercial banks 

and SACCOs than pastoralists in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer...................................................... 

15. Most of the agriculturalists have improved their standard of living through credit 

flow from commercial banks and SACCOs in your area? 
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a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer........................................................... 

SECTION C: COMMERCIAL BANKS AND SACCOs OFFICIALS 

16. Is it difficult to evaluate the impact of loans on borrower as it turned out to be 

notoriously difficult, ambitious and misleading in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer...................................................... 

17. Does illiteracy and unreliable income of small borrowers major reasons for the 

reluctance of banks to lend to them in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer....................................................... 

18. Do banks tend to advance loans to those who offer lower risks and better security 

which implies that only rich people receives loans at cheaper rates, but small and 

poor borrowers to seek loans from unorganized credit markets in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I 

disagree e) I strongly disagree  

Give explanation to support your answer.............................................. 

19. Does the major concern of authorities in Dodoma region and Tanzania in general 

being their banking systems are not providing enough support to new economic 

initiatives, particularly, the expansion of agriculture? 
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a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer.......................................................... 

20. Is it true that men are more accessible to the loans from commercial banks and 

SACCOs than women in Dodoma region? 

a) Yes b) No 

Give explanation to support your answer........................................................... 

 

SECTION D: AGRICULTURAL PRODUCTIVITY 

21. Do lack of land titles, and/or the slowness in issuing them hinder house financing 

in Dodoma region?  

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer........................................................... 

22. Does inadequate credit facilities to a larger extent discourages the entry of youth 

to the financing and economic activities in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer........................................................... 

23. Do the majority of the youth unemployed because of lack of investment capital 

and incentive for agricultural activities in Dodoma region? 
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a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer.......................................................... 

24. Is it true that agricultural development is difficult and takes time in a situation of 

lacking heavy boosting through credits and subsidies in Dodoma region? 

a) I strongly agree b) I agree  c) Do not know  d) I disagree e) I 

strongly disagree  

Give explanation to support your answer........................................................... 

25. Is there any relations between credits flow on agricultural productivity and 

vicious circle of poverty in Dodoma? 

a) I strongly agree b) I agree  c) Do not know d) I disagree e) I 

strongly disagree  

Give explanation to support your answer....................................................... 

Appendix 2: Viambatanishi juu ya upatikanaji wa mikopo kutoka benki na SACCOs 

mbalimbali katika kunyanyua uzalishaji wa kilimo na ufugaji mkoani Dodoma. 

KIAMBATANISHI II: 

DOROSO KATIKA LUGHA YA KISWAHILI 

NAMBA YA DOROSO...................................................... 

Utangulizi: Dondoo hili ina sehemu nne (A-D) na linahusisha jumla ya maswali 

ishirini na tano (25).tafadhali unaombwa kusoma kwa makini maswali husika kabla 

ya kuyajibu. Pindi usipoelewa swali vizuri tafadhali usisite kumwuliza mtafiti 

husika. Unahakikishiwa kuwa majibu utakayojibu yatabaki kuwa siri yako na mtafiti 

wa kazi hii. 
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SEHEMU A: MAELEZO YAKO BINAFISI 

Weka tiki kwenye jibu moja tu ambalo unaona ni sahihi zaidi.  

1. Jinsia yako ni ipi? 

a) Kike  b) Kiume 

2. Umri wako ni upi? 

 a) 18 – 25 b) 26 – 35 c) 36 – 45 d) 46 – 55 e) juu miaka 55 

3. Kiwango chako cha elimu ni kipi? 

a) Elimu isiyo rasmi  b) Elimu ya msingi  c) Elimu ya sekondari  d) 

Elimu ya stashahada  e) Elimu ya digrii  f) Nyingine............................... 

4. Hadhi yako ya ndoa ni ipi? 

a) Umeoana au unaishi pamoja  b) umeachana/umetengana  c) 

mjane/mgane  d) hujaoana au kuishi pamoja 

5. Hadhi yako kwenye kazi ni ipi? 

a) Umeajiriwa  b) umejiajiri  c) mkulima  d) mwanafunzi  e) 

Nyinginezo (fafanua)........................................................................ 

SEHEMU B: UELEWA/ELIMU KUHUSU UPATIKANAJI WA HELA YA 

UZALISHAJI KILIMO. 

6. Je unajua vyanzo vya hela ya mkopo kwa ajili ya uzalishaji wa kilimo na ufugaji 

katika mkoa wa Dodoma? 

a) Ndiyo  b) Hapana  

Toa ufafanuzi wa jibu ulilotoa............................................................................ 
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7. Je benki ya CRDB na NBC ndizo pekee zinazotawala kwa ajili ya utoaji wa 

huduma ya hela kwa ajili ya kilimo na ufugaji hasa maeneo ya vijijini mkoani 

Dodoma? 

a) Ndiyo  b) Hapana  

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

8. Je riba kubwa inayotozwa kwenye benki zikopeshazo ni kikwazo katika uzalishaji 

wa kilimo na ufugaji wako? 

a) Ndiyo  b) Hapana  

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

9. Kwa kiasi gani benki za kibishauri mkoani Dodoma zinatoa huduma ya mitaji na 

mikopo kwa ajili ya nyanja ya ufugaji na kilimo? 

a) Vizuri kupita kiasi  b) Vizuri sana  c) Vizuri  d) Kawaida  e) Vibaya 

Toa ufafanuzi wa jibu ulilotoa........................................................................... 

10. Je SACCOs mbalimbali zinatoa huduma zinazokidhi haja kwenye uwezeshaji wa 

kilimo na ufugaji kuliko benki za biashara mkoani Dodoma? 

a) Ndiyo  b) Hapana  

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

11. Je kuna ubaguzi wa wanawake katika huduma za benki za kibiashara na 

SACCOs za ukopeshaji na uwezeshwaji katika kilimo mkoani Dodoma? 

a) Ndiyo  b) Hapana  

Toa ufafanuzi wa jibu ulilotoa............................................................................ 
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12. Je unapenda zaidi huduma za kipesa zinazotolewa na SACCOs kwa ajili za 

uzalishaji wa kilimo na ufugaji kuliko na benki za kibiashara mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

13. SACCOs ziko kwa ajili ya huduma ya vijijini, ni rahisi kupatikana na kufikika na 

kwa hiyo ni mbadala wa kuaminika kwa ajili ya uzalishaji wa kilimo na ufugaji 

mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

14. Je ni kweli kwamba wakulima wanapata hela ya mkopo na uwezeshwaji kutoka 

benki na SACCOs kiurahisi zaidi kuliko wafugaji mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

15. Je ni kweli kwamba wakulima na wafugaji wameboresha maisha yao kutokana na 

huduma za mikopo wanazozipata kutoka benki za kibiashara na SACCOs katika 

maeneo unayoishi? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa....................................................................... 

SEHEMU C: DOROSO KWA AJILI YA MAOFISA WA BENKI ZA 

BIASHARA NA SACCOs 

16. Je ni vigumu kutathimini faida na hasara ya mikopo kwa wakopaji kwa zoezi hili 

limekuwa gumu sana na la kuparanganya kwa sababu ya elimu duni na mazingira 

magumu mkoani Dodoma? 
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a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa........................................................................................ 

17. Elimu duni na kipato dhaifu cha waazimaji wa hela kutoka benki na SACCOs 

mkoani Dodoma ni sababu kubwa inayofanya benki na SACCOs zisite kuwapatia 

mkopo? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

18. Je ni kweli kuwa banki hutoa mikopo ya riba nafuu kwa watu tajiri kwa sababu 

ulinzi na uhakika wa hela zao na hivyo kufanya maskini kwenda kukopa sehemu 

zisizo rasmi mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa........................................................................... 

19. Je ni kweli kuwa changamoto kubwa kwa mamlaka zinazohusika na ukopeshaji 

hela mkoani Dodoma na Tanzania kwa ujumla, huduma zao hazikidhi mahitaji ya 

wananchi katika sekta ya kilimo na ufugaji? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa........................................................................... 

20. Ni kweli kuwa wanaume mkoani Dodoma wanapata fursa kubwa kukopa kwenye 

benki na SACCOs kuliko wanawake? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 
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SEHEMU D: UZALISHAJI WA KILIMO NA UFUGAJI 

21. Ni kweli kuwa kukosekana kwa hati ya kumiliki ardhi na ucheleweshaji katika 

upatikanaji wake unakwamisha mikopo katika familia na kaya mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

22. Je huduma hafifu za mikopo kwa vijana kunawakatisha tamaa ya kujiingiza 

kwenye shughuli za utafutaji hela na uchumi mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa........................................................................... 

23. Ni kweli kwamba vijana wengi hawaajiriwa na kujiajiri kutokana na kukosekana 

kwa mitaji ya kuwekeza na miamko katika uzalishaji wa kilimo na ufugaji mkoani 

Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

24. Ni kweli kwamba maendeleo ya kilimo na ufugaji hayatafikiwa kwa kukosekana 

kwa fedha za mikopo na ruzuku kwa wakulima mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa............................................................................ 

25. Je kuna uhusiano kati ya upatikanaji mzuri wa mikopo kwa wakulima na 

kujikwamua katika nira ya umaskini mkoani Dodoma? 

a) Nakubali kabisa b) Nakubali c) Sielewi d) Sikubali e) Sikubali kabisa 

Toa ufafanuzi wa jibu ulilotoa........................................................................... 
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