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A 'ﬁnancial institution is a business firm whose
Principal assets are financial assets or claims such
as stocks, bonds, and loans, instead of real assets
such as buildings, equipment, and raw materials.
Financial institutions make loans to customers of
purchase investment securities in the financial
Market place. They also offer wide range of
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other financial services ranging from insurance
protection and the sale of retirement plans to the
safekeeping of valuables and the provision of a

" mechanism for making payments and transferring

funds.
Financial institutions are part of a vast financial

management system that serves the public. The
financial management system is composed of a
network of financial markets, institutions

households and governments tha;

participate in that system and regulate its .

operation.
Table 1 providesa list of all financial institutions

which were operating in Tanzania by December
1998 and comprised of 44 institutions, including
the central bank. There were 20 licensed
commercial banks, of which 17 were operational.
Of the total 9 were foreign owned, 6 were joint

ventures, and 5 local.
As a product of economic reforms these

financial institutions are not strictly specialized,
as was the case prior to 1991. Major weaknesses
of the pre-1991 financial system constituted in
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Table 1; Financial Institutions in Tanzania

Bank Financial Institutions

Non-Bank Finandal InsGtutions

97) Ltd 1.Tanzania Postal Bank Ltd
;l;]:tcx:o(tz M)icro-Finanoc Bank Ltd _ 2.Tanzania. Investment Bfmk Ltd
3.Peoples Bank of Zanzibar Ltd 3.Croyvn Finance & Leasin gltd
4.Trust Bank (T) Ltd 4 National Bm de Change Ltd
5.Standard Chartered Bank (T) Ltd 5.Savin aa'nd Finance Ltd
6.Eurafrican Bank (T) 6.Fura.ha Fxf)ance Ltd
7 Mufindi Commercial Bank Ltd 7.Capital Finance Ltd.
8.Kenya Commercial Bank Ltd13 8. Karadha Company Ltd
9.Exim Bank (T) Ltd10 9. Ulc ('I:) Lt.d . .
10.Stanbic Bank (T) 10.Stanbic Financial Services Ltd

11.Akiba Commercial Bank Ltd9

11.1 Adili Bancorp Ltd

12.International Bank of Malaysia (T)

Other Finandal Institutions

13.Citibank (T) Ltd 1.Heritage Insurance Corporation
14.Diamond Trust Bank (T) Ltd 2.Jubilee Insurance Corporation
15.Habib African Bank Ltd2 3.National Social Security Fund
16.CRDB (1996) Ltd 4 Parastatal Pension Funds
17.Mwanga Rural Community Bank J.Alliance Insurance Corporation...
18.Greenland Bank (T) Ltd 6.Tudor Insurance Corp oration

19.Kilimanjaro Cooperative Bank Ltd

7.Reliance Insurance Comp any

20. Agro Credit & Export Bank Ltd

8.Imperial Insurance Co mpany

9.Lion Insurance Company of T anzania Ltd

10.Royal and Sun Alliance Tnsurance
Company

11.National Insurance Corporation

12 Zanzibar Insurance Corporation

the specialized nature of publicl)t owned banks
and their monopoly positions, which m.ac.ie them
become less responsive to opportunities and

constraints in the market as they did not face any

competitive pressures. This was cc?mpoundgd by
government interference in their d?y-to-day
operations symbolizing lack of cl.amy of 'the
distinction between fiscal and ﬁna.nc1al activities.
Above all, widespread managerial we.aknesS.es
undermined the performance of financial
mstllf]ut:;:;Sﬁ the damage to the financial sector
was caused by; first, losses suffered by pl.jbllc
sector institutions (parastatals, qooperatlves,
marketing boards), which l.lad heavn.ly bf)rrowed,
from the financial institutions, owing in part to
government pressure. Second, was an amblthus
branch expansion program and cor{lm%rcm]
bank' s reliance on central bank financing.

Impact of Economic Reforms on the Financial
Sector

In order to reform the financial sector ‘for
competition in the delivery of financial services
the Banking and Financial Institutions Act, 1991
provided the legal and regulatory framework. The
role of the central bank was redefined in the B' .
of Tanzania Act of 1995 to focus on price stability
and soundness of the financial system. Thenc®:
the central bank has relied on indirect monetary
policy instruments rather than the direct. '1jh6
central bank's previous role of allocating fore1g"
exchange and directing credit and administering
interest rates was relinquished ¢
The Loans and Advances Realization Truse
was put in place in 1991 to take care of the 1arg°

3 Ibid
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nqn-performing loans of financial institutions. To
this effect LART bonds were issued to NBC and
CRDB in 1992 and 1993 respectively in place of
non-performing loans.

Restructuring and recapitalisation of publicly
owned banks was conducted in phases, with
CRDB being fully restructured and privatized in
1996. THB was closed in 1995 following huge
losses, while NBC was split into two banks in
1997 to improve efficiency. The new banks are
NBC (1997) Ltd, and National Micro-Finance
Bank (NMB). Recapitalisation of NBC and NMB
also took place in 1997.

Liberalization of insurance business was
achieved in 1997 with an act of Parliament. Since
then, 8 private insurance companies have been
licensed.

_ The net overall impact of economic reforms
in the financial sector can be assessed in terms

. of declining annual inflation from 28.8 % at the

time of starting financial sector reforms to an
average of 6% to date. About 270 public
enterprises were divested by December 1999
through the Parastatal Sector Reform
Commission (PSRC). Divested firms will pro_wde
areliable customer base for financial institutions.
Last, but not least, economic reforms in Ehe
financial sector have reversed the disincentive
of negative real interest rates into positive real
interest rates in terms of time value of money.
Positive real interest rates provide an enabling

* environment for savings mobilization. Lendingto

the private sector improved substantially during
the reform period. The share of domestic cre .lt
to the private sector increased from 21.8% mn
1991 10 36.4% in 1994, 38.2 % in 1997, and 41.8
% in 1998, Conversely, the share of f:redlt to
Publicly owned commercial enterprises an
Cooperative unions declined drastically from a
P?ak 0f53.5%in 1991 to 1% in 1997 and 1998 lll
View of their poor track record and thelr
Subsequent privatization. The share of credit to

€ government also declined, falling fromap o
O£ 66.7 % in 1996 to 56.4 % in 1997 and t0.54.5%
In 1998,

As regards lending to the productive sectors,
using figures for medium and long-term lending
as a proxy, some improvement has been
observed. While term lending accounted for 18%
of all domestic credit in 1990, the same declined
to 10.3 % in 1995 and further to 3.3% in 1997
because of reforms. The lending to productive
sectors scenario improved slightly whereby in
1998 term lending accounted for 13.2 % of all
domestic credit.

The main factors which constrain lending to
the productive sectors are: first, the risk averse
attitude of commercial banks, gives priority to
investment in risk free government securities,
through the treasury bills market, even at a lower
interest rate rather than lend to their customers.
Second, lack of bankable projects and the low
credibility of potential borrowers most of whom
have poor track records. Third, new banks are
concentrated in Dar es Salaam and have a bias
against small-scale borrowers and savers. Fourth,
publicly owned banks took their time in
restructuring restricted their lending operations
and gave priority to loan recovery activities. Fifth,
high lending rate charged by commercial banks
are due to high operating costs of the dominant
commercial banks. Last but not least the
bureaucracy in the legal machinery slows down
the settlement of commercial disputes especially,
foreclosure of mortgages.

The tendency for financial institutions to limit
their lending to productive sectors is one indicator
that they play a limited role in indirect poverty
alleviation through employment generation.

Academicians, researchers, and consultants
may have to assist financial institutions in the
designing of new financial products to enable them
address the current agenda of poverty alleviation.
Such stakeholders 's inputs would also contribute
to a reduction in financial institutions' high

operating COSts.

s Ibidp 11-12
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Table 2: Commercial Bank Lending by Percentage Shares

Year Short Long | Govt | Public | Private
Term | Term Enter
1980 358 |47 596 [335 62
1981 238 |143 620 | 320 54
1982 26 |128 647 | 287 6.3
1983 205 |135 660 | 277 6.0
1984 218 | 122 655 | 321 37
1985 250 |102 648 | 325 438
1986 357 102 540 | 327 49
1987 524 |83 393 [515 65
1988 458 1174 368 |408 11.2
1989 526 | 140 334 (439 138
1990 563 | 180 257 |49 23
1991 671 1169 160 [535 21.8
1992 565 | 16.8 268 [120 294
1993 419 1178 403 ]100 29
1994 419 1170 368 |90 364
1995 376 1103 517 |69 30.2
19% 259 173 666 |17 263
1997 406 |33 564 |10 38.2
1998 25 132 545 109 418
Table 3: Deposits to GDP Ratios
Year Deposits GDP %
1986 32,828.2 224,464.0 0.15
1988 59,332.2 481,100 0.12
1989 76,938.0 582,166 0.13
1990 110,939.9 760,005 0.15
1991 151,459.7 989,594 0.15
1992 211,907.3 1,275,917 0.17
1995 535,700.3 2,796,642 0.19
1996 582,283.7 3,452,558 0.17
1997 668,489.6 4,281,600 0.16
1998 744,591.5

THE STATUS OF POVERTY IN TANZANIA

Tanzania's Poverty Reduction Strategy Paper
(PRSP) defines poverty to include "income* e}nd
"non-income" human development attributes.” A
detailed conceptual framework is given in
Annexes I and II. The characteristics of income
poverty can be typified as: first, poverty is
predominantly a rural phenomenon. Second, the

poor are concentrated in subsistence agriculture.
Third, urban poverty is also widespread and
increasing. Fourth, the youth, the old and large
households are more likely to be poor. Fifth,
although female-headed households are not
necessarily poorer than male-headed households,
women are generally perceived to be poorer than
men. The incidence of poverty appears to havé
declined during 1983-1991 and 1991-1993 and
risen during 1993-1998. The more recent
deterioration in the poverty situation is probably
attributable to worsening income inequality, and
relatively low rate in economic growth
particularly in the rural areas. Non-incom®
poverty is a function of access to educatio
survival of infants, nutrition, clean and S.a‘fe
drinking water, social well-being and vulnerability
todisease.” The causes of poverty may be global

or local depending on one's analysis.

- Global Context

Some observers see the radical liberalization of
trade under WTO agreements as likely to furthef
polarize the rich and poor both within and between
developed and developing regions and countries-
Tanzania's Development Vision 2025 correctly
assesses that the current position of Tanzania I
the world economy is characterized bY
marginalisation in trade, investment an

technology flows. This is manifest in the formo

not only a small share in world trade but also 2

- declining one. The couritry's presence in worl

trade is largely confined to primary exports and
importation of non-primary products.

The fast growing world investment flows and
rapid technological advances have virtually by-
passed Tanzania, Marginalisation in terms of
investment flows is manifest in the low level of
foreign direct investment (FDI), partly histofi‘f“‘“.y
determined. The colonial history of Tanzania 15
associated with the periphery position to Keny2
where most colonial investments occurred-ln_t_hf

s URT (2000) “Poverty Reduction Strategy Paper” Dar
es Salaam, October p.5

$ Ibid p. 6-11
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POS.t~colonial period Tanzania did not pursue
policies attractive to FDL. It is only recently that
efforts have began to put in place an environment
C(;lducive to FDI, which in turn has began to pay
of1,

Relative to the world economy, productivity
growth and technological learning has been low
In Tanzania compared to most countries.
Tanzania's abundant labour is largely unskilled,
and_hence cannot form a reliable and sustainable
basis for international competitiveness.

Local Context

From research work done by Research on Poverty
Alleviation (REPOA), it is generallyaccepted that
the main local causes of poverty include the
following factors: liberalization of agricultural
Markets; abolition of traditional land rights; export
Incentives; misuse and embezzlement of funds
and tax evasion; food security and malnutrition;
unemployment and underemployment; lack of
appropriate property rights; low productivity in
agfiCUIture; the distance to the nearest road;
d1§m0e to the nearest crop markets; access to
Private market institutions; prevalence of AIDS ,
Polygamy and regional dimension of poverty.

Liberalization of Agricultural Markets

The internal liberalization of agricultural markets
under Structural Adjustment Programmes (SAPS)
Mirrors the global policies of the international
financial institutions (IFIs), the multinational
Corporations, the USA and its major trading
Partners. The negative aggregate impact of export
Promotion on the terms of trade for tropical
Products is often cited as a major weakness of
SAPs in Sub - Saharan Africa.

Abolition of Traditional Land Rights

Other poverty-relevant elements of the
liberalization strategy are the recent abolition of
traditional land rights, which is leading to land

87

grabbing for agriculture, ranching, hunting,
tourism, mining or speculative purposes.

Export Incentives

Similarly, increasing export incentives may have
serious environmental consequences, tobacco
growing being one obvious example. Since market
liberalization has so far largely failed to improve
export incentives for traditional crops - coffee,
tea, cotton, tobacco and (partially) cashew nuts -
the environmental impact of the policy is yet to
be fully appreciated.

Some environmentalists argue that present
forms of economic development may be
fundamentally incompatible with environmental
conservation. This issue should be a major focus
of future "poverty" research, including sustainable
agricultural practices and technology, forestry, and
water management. Which section of the poor
stands to lose or gain most under a more market-
oriented economic regime should also be a subject

for future research.
Misuse of Funds and Tax Evasion

Anecdotal evidence and press reports indicate a
huge misuse of donor import support funds and
widespread tax evasion by both the private and
public sectors. The accumulated losses of state
industries, marketing boards and cooperative
unions represents an enormous drain on national
resources and continue to stall further efforts.

Low Agricultural Productivity

Agriculture is the mainstay of the Tanzanian
economy, employing more than 80% of its labour,
and producing more than 60% of GDP, and
merchandise exports. High population pressure
and lack of incentives have resulted in serious

“distress to the sector, in spite of evidence,

especially in China, that small holder farmers can
be relied upon to contribute to sound growth of

the economy.
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There are two million hectares of high potential
agricultural land still available. Smallholder
farmers are known to respond positively to
changes in incentives. Measures to improve
smallholder access to the cash economy can have
a decisive impact on fostering agricultural
development and speeding the transition from a
rural economy to an industrial economy. Only
when the agricultural sector grows enough to
supply adequate food, foreign exchange and
financial savings, can non-agricultural
development - with high returns to labour fully
blossom. Only then will Tanzanians currently
employed in the agricultural sector be brought out
of poverty.

Distance to the Nearest Road and Crop
Markets

A World Bank study (1995) found that reducing
the distance to the nearest road from the current
average of 0.5 kms to 50-100 metres would
increase household income by more than three
percent. Decreasing the distance to the nearest
crop market will also raise household income.

Access to Private Market Institutions

However, physical infrastructure is not the only
factor that influences people's ability to trade.
The institutions of the market also matter.
Connection to the national market, especially
marketing of traditional export crops, is the major
factor in raising the welfare of large numbers of
agricultural households. Several models of rural
poverty show that involvement in the production
of traditional export crops raises expenditure by
approximately 16%. Conversely, it is the regions
and households that lie beyond the network of
private market institutions, and which do not grow
cash crops that are most likely to be poor. In other
words, a combination income creates a high level
of relative poverty. While policy may not be able
to address the problem of infertile soils, it is
possible to reduce isolation and to bring
impoverished areas nearer to alternative sources

of income.

Food Security and Malnutrition

Food security has to be considered at two distinct”
levels: the national level and the household level.
A survey of six farming systems in Kilimanjaro,
Mtwara and Dodoma regjons revealed complex
food security patterns. In Newala District -
considered to be a poor area - the majority of the
surveyed households produced enough cassava
to fulfill year-round needs. However, in the
coffee-banana farming system of Hai District -a
better-off area - households reported the need to
buy food before harvest. Households in Dodom2
region, also a relatively high-income area, Were
able to produce enough food to last for only about
9 months. Yet Hai District and Dodoma areas
should be better off if higher income levelsand
reasonable level of integration into the mar ket
economy are favourable to food security. This
tempts one to conclude that these households ar
fposi insecure due to low levels of income an
limited off-farm income opportunities. In rain-
fed agriculture, poor households that are
flependent on food crop production to generat®
Income are very vulnerable to external shocks
such as drought and are likely to be food insecure:

Unemployment anq Underemployment

Recently conducted interviews with farmers reveal
fhat while unemployment per se was not v isible
in t!le surveyed areas, there seemed tO be
persistent underemployment in terms of working
hours. Suggested causes include shortage ©
accessible land, lack of capital to expand farm
production and limited off-farm opportunities-
The slow development of the private sectoh
retrenchment in the public sector, and sIOW
employment generation in the rural sector, MY
be contributing to increases in unemployment a%
underemployment. This imbalance betwee"
growth in the labour force and expansion ©
economic activities does not seem to be improving
In spite of land availability, the absence of basi®
infrastructure coupled with a long time heavily
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l'egula.ted economy, may have constrained the

fag)aclty of the rural sector to absorb surplus

jgbour, and of the private sector to create new
s.

Lack of Appropriate Property Rights

in rural Tanzania, the absence of certain property
ﬁ'ghts dlrp;mshes the capacity of smallholders to
aclll: the right labf)ur—capital intensity or torespond
of quately to price incentives. Traditional forms
W.Pr.operty ownership cari work extremely well
th'th"‘ that group, but they can be a hindrance to
an‘;emnqr{lic integration of the country. Informal
bas trad.'tloflal systems also reinforce gender-
ed discrimination and can be particularly
OPpressive to the weak or poor.
o Widespread formal property rights allow for
s w Lcost exchange of titles, thus fostering
orf’,eiclal lzat.ion and greater productivity in the case
ho and, with more than 80% of rural Tanzanian
i ll‘ISeholds owning some, the fact the property
8ts are not protected by formal title may
Constitute a serious threat to economic gro
?:3 an obstacle to efforts in alleviating poverty-
estments to improve the soil or reduce erosion
are less likely to be made when people do not
ave formal titles. Similarly, irrigation schemes
(I:lfiy not look like attractive investments because
he insecurity associated with the abs
Pr Operty ri gh ts.
o The widespread uses 0
Wnership, in traditional systems and under the

Village governments, increases the incentive for
arge families and use of children as hunters/

8atherers/vendors because land is free and

abundant, The result is reduced investment not

only in Jand and agricultural capital, but also In
Uman capital.

f common land

AIDS/HTY

Th‘? National Aids Control Programme (NACP)
SStimates that HIV prevalence rates are at 7.'
b % and higher in some regions, the worst hit

©ing Kagera. Out of 800,000 victims In 1992,

ence of
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160,000 developed AIDS. The prevalence of
AIDS imposes financial constrain on limited
resources and thus intensifies poverty.

Polygamy

Polygamy has been found to be mostly associated
with the traditional lifestyles of rural areas.
Polygamy is relevant for social welfare analysis
due to its strong correlation with other poverty
factors. It is always the case that polygamous
households have large families in comparison to
monogamous ones. Having a large family strains

family incomes.
Strategies for Alleviating Poverty

Different authorities have come up with various
strategies for alleviating poverty. The following
are proposed for Tanzania:

Extend Social Services 1o Poor Households

The government and other agencies should target
subsidies to poor households. They should move
resources closer to the poor and promote
household investment in human capital. This
egy represents a full departure from the
supply-side approach to the social sector. In the
long run, it will be the most effective way to
finance important inputs into human capital.

In the short term the government should,
firstly, design and test mechanisms through which
investment in human capital for the poor may be
delivered. Secondly, it should undertake studies
to determine appropriate modalities for the type
of investment in different sections of the society,
based on gender and other social groups. Thirdly,
it should design and test mechanisms for facility
pased management, in which the beneficiary
oup (being assisted) can see how they can

gr :
affect decisions and, ultimately, lrave a say on

the assistance provided.

strat

Accelerate Economic Growth
There is ample example from around the world,
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particularly from East Asia, to show that poverty
can be effectively reduced through accelerating
economic growth. This is mainly so if growth is
generated in the labour intensive sector of the
economy. Economic growth policies have to be
couples with income redistribution policies so that
the poor households may acquire their own capital
base.

Raise the Return on Assets

Subject to further research, raising the return on
assets, especially land, labour and livestock, has
been found to have a great potential in alleviating
poverty, as opposed to increasing access to the
productive assets per se. As shown in a World
Bank Report (1993), the rural poor own assets,
so raising the returns to agricultural production
by reducing taxation on the rural sector and
liberalizing markets should have a strong and
immediate impact on the poor. Also, emphasis
should be on increasing the quality of assets.

Diversify Employment

Diversification from farm employment to non-
farm employment can raise the incomes of the
rural poor. Alternative employment can either be
sought in rural industries, rural informal sector
activities or in urban centers.

Institute Property Rights

Where formal property rights are absent,
ownership arrangements are defined by informal
agreements since the formal law has no way to
connect them. Clearly, the government is
responsible for fostering change and formalizing
ownership arrangements. The first step may
encompass policies to strengthen indigenous
tenure systems, e.g. recording of contractual
arrangements, or security of water rights and dry
season grazing for pastoralists. However, this will
not solve the problem to ensure that, as land
markets further develop, women are not
increasingly disadvantaged since traditional

tenure arrangements and customary laws are
clearly biased against them.

Conduct Focused Research

One of the ways to increase understanding of
the nature and cause of poverty in Tanzania is to
undertake research and improve methodological
issues, particularly data collection. Furthermore,
a set of sub-themes on poverty should be
identified and research undertaken in these areas
(REPOA strategy). From these, policy measures
can be proposed and designed to attack poverty
with targeted interventions on the basis of
available knowledge about its nature, spatial
distribution, incidence and rate of change.

Involve Targeted Households

This approach was developed in the late 19705
and early 1980s by South Asian sociologists and
economists searching for ways to reach out to
the rural masses of India, Sri Lanka, Bangladesh
and Pakistan. The approach, also known as
“change agent" methodology, is concerned solely
with micro-development processes although it has
the potential to affect macro-processes in the long
run. The methodology is most effective when
macro-economic and macro-political policies favor
small-scale initiatives and democratic
participation. In the long run, this methodology
ensures sustainability; to some extent rules out
continued injection of external capital and does
not involve top-down decision-making. This
methodology works well with both on-farm and
off-farm activities such as artisanal, service and
small scale industrial employment.

All in all, poverty is a very complex and
prevalent social malaise in Tanzania. It has SO
many dimensions, operating at different levels and
varies across time and space. It also varies
according to the social, economic, political and
cultural development of the respective section of
the society. Strategies to combat poverty include
properly targeting the poor in terms of providing
social services; accelerating economic growth;
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Instilling effective redistributive policies; raising
returns on the poor's assets (including land);
encouraging non-farm employment; ensuring fair
inheritance rights and finally, making sure that the
poor fully take part in planning their developmental
activities and decision making.

ROLE OF FINANCIAL INSTITUTIONS IN POVERTY
ALLEVIATION

In order for a sound banking system to make
S‘gn{ﬁcant contribution to the economy, banking
Z‘:ches ought to be accessible to the majority of

€ population. At present this is not the case.

€ majority of Tanzania’s population lives in rural
greas while most banks are located in Dar es
Salaam and few other regional towns as shown
In Table 5.0. As hitherto indicated the status of
Poverty in this country is characterized asa rural
P henQmenon among other.

It is therefore true that the rural poor do not
have access to financial services offered by the
f; anking system. This also translates to another

act that financial institutions have so far made
1o tangible direct contribution to poverty
Alleviation in rural Tanzania. i

A review of the assets structure of financial
Wstitutions indicate that lending is mainly
concentrated on short term financing such as
OVerdrafts and advances with only little 7pomon
SSued as long and medium term loans- At the
Same time high lending interest rates make
00rr.owing very expensive and has adverse effect
sn Investments particularly in the productive

€ctor. This can be seen in Table 6.0. .,
b Only about 17% of total resources melhzed
Y banks in Tanzania is allocated to medium an

tong'tef m projects. Mest of the funding Was given

O trade-related activities.8 This means major

®neficiaries of financial services © ered by the

" —
€€ also Table 2. .

: C.S.Kimei (1999) “The Role and Bxpcri?"c“‘:ft'h“ﬁ"f'ﬂ

Dstitutions in Financing of Economic Gro o,
Conference of Financial Institutions, AICC Arus

e b .r vu af
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majority of financial institutions are traders.
Lending to the agricultural sector by commercial
banks has been in the range 0f 41% in 1990 down
to 9% in 1997. During this time interval
percentage lending to agricultural productign per
se ranged between 8 to 12 percent. The

- immediate interpretation of this statistic is that

financial institutions have an indirect contribution
to poverty alleviation to the minimum magnitude
out of the total loanable funds. In simple terms
out of every 100 shillings of loanable funds, the
financial system, which is highly bank-centered,
devotes about 12 shillings towards agricultural
production, and hence the same amount towards
indirect poverty alleviation in general.

As a natural law “nature abhors a vacuum.” A
mushroom of Savings and Credit Cooperative

Societies (SACCOS), ‘"Non-Government

Organizations (NGOs) and other local and
informal money lenders substituted financial
institutions in the fight to eradicate poverty. To
date there are 500 urban and 228 rural SACCOS
with a total membership |9f 133,700 and share
capital of Tshs 5.1 billion.

NGOs have been very instrumental in
reaching the poor and difficult- to- serve clients.
They have also been important in developing and
testing innov?ltive products and service delivery
mechanisms.  Some countries like Bolivia have
managed to transform NGOs into financial
institutions. .

There is still need for research to establish
who has access to micro-credit facilities. Along
the same lines, the argument is to establish to
what extent the poor have made use of micro-
credit facilities. Recent action plans have two
funds under the Vice President's Office (VPO);

namely the Poverty Alleviation Fund and the

9 geeBank of Tanzania (1999)“ Soundness of the Banking
Systemand Sustainable Financing of Economic Growth”
Directorate of Banking Supervision, 11* Conference of
Financial Institutions, AICC Arusha, February, mimeo

10 g..(l:?Rubambe (1999)“The Role of Micro Finance in
Sustainable Financing of Economic Growth” 1]1®
Conference of Financial Institutions, AICC Arusha,

February, mimeo p.6.
11 bid p. 7
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Table §: Licensed Banks and Financial Institutions and Branch Distribution

Name Number of branches | Branch location
1.NBC (1997) Ltd 35 All regional towns and some
district towns
2. National Micro-Finance Bank Ltd 95 All regional towns and some
' district towns and also in some
3.Peoples Bank of Zanzibar Ltd 3 e
: Pemba & i
4.Trust Bank (T) Ltd 3 Dar, Mw%f’g pT
5.Standard Chartered Bank (T) Ltd 2 Dar and Mwarza
6.Eurafrican Bank (T) 1 Dar
7 Mufindi Commercial Bank Ltd" - N
8.Kenya Commercial Bank Ltd13 1 Dar
9.Exim Bank (T) Ltd10 1 Dar
10.Stanbic Bank (T) 4 Dar.
11.Akiba Commercial Bank Ltd9 1 Dar Aushe & Mwanza
12.International Bank of Malaysia (T) 1 Dar
13.Citibank (T) Ltd 2
14 Diamond Trust Bank (T) Lid T Y wanza and Dar
15.Habib African Bank Ltd2 1 Dar
16.CRDB (1996) Ltd 21 :
17.Mwanga Rural Community Bank - 1-\Iearly all regional towns
18.Greenland Bank (T) Ltd" ) -
19-Kflimanjaro Cooperative Bank Ltd T Proad Zanzibar
20. Agro Credit & Export Bank Ltd’ - -
Non-Bank Finandal Institutions
1.Tanzania Postal Bank Ltd ™ 3 Dar
2 Tanzania Investment Bank Ltd 1 Dar
3.Crown Finance & Leasing Ltd 1 Dar
4.National Bureau de Change Ltd’ - -
5.Savings and Finance Ltd 1
6.Furaha Finance Ltd 1 g::. & Mwanza
7.Capital Finance Ltd . z =
8. Karadha Company Ltd 1 Dar
9. Ulc(T) Ltd 1 Dar
10.Stanbic Financial Services Ltd 1 Dar
11.1st Adili Bancorp Ltd 1 Dar

* Ceased operations in 1999.

** The institution operates in postal offices all over the country under agency

* The institutions had not started operations by December, 1998

Source: Bank of Tanzania
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Table 6: ia
Tarnzania's Interest and Inflation rates 1976-1997

YEAR
‘I’}nga?i:x Rac | Interest Rate Annual inflation

3 4?)0 g %Lending | rate (%) '

78 ‘;g 105 116

7% ! 115 6.60

) ?g 1.5 12.90

] 20 :2.00 3020

% ] 2.00 25.70

1983 _7120 12.50 289

Eo d 0 950 27.10

085 .S 9.50 36.10

T 10.00 16.00 3330

gt 000 16.00 3240

o 29.00 30.00

5% 2-50 29.00 3120
(T 26-00 31.00 3040

%] .00 31.00 35.90

553 g.oo 31.00 28.80

%5 .00 31.00 21.90

957 34.00 31.00 25.20

5% 6.00 39.00 33.10

o5 27.00 45.00 2840

%5 230 46.00 21.00

12.78 28.00 1640 ]

Sources-

a
) Bank of Tanzania “ Economic and Operations

2) ’Ile‘eportvj 1984, 1996’ 4 Quarter Report, 1997
Aa"zama Bureau of Statistics: Statistical
G bstracts; 1992

) IMF Year Book, 1996

Hi .
ghest interest rates were taken

Wo .
men Micro Credit Facility. 2 The later is linked
d although

to th
Othi‘Equal Opportunities Trust Fun
inanunds fall under the VPO and are meant to
ce the National Income® Generating

Iy
Ogramme (NIGP).

CONCLUSION

POV
erty alleviation is the current agenda.
to be fine-tuned

anz 1ot .
ania's financial system has
nda so that 1t

to I
e . :
COntjEOHd to this economic ag°
| ibutes more to economic Srowth through
2
LRT & UNDP(2000) “ Optime! Modaliies Tovere3
p. ;eas’“g Access of the Poor to Micro-credit facilities
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lending for agricultural production. This impli
that there should be a shif’c in ﬁnancia'lrh A;:tnsgg::
assets structure to favour more long-term lending
to productive sectors of the economy than focus
on short and medium term to traders. This would
be partly achieved by reducing long-term interest
rates to slightly above 6%, the current average
annual inflation rate. Due to central bank focus
on price stability and soundness of the financial
system expectations ought to be positive that the
good inflation record shall be sustained.

Currently a big portion goes to investment in
ecurities; this has the direct
ffect for investment in the infant
The more financial institutions
bills the less they lend to the

government S
crowding-out €
private sector.
invest in treasury
private sector.
Financial institutions in Tanzania can use
selected SACCOS and NGOs to reach the urban
and rural poor. Though financial institutions are

-secking enterprises, they nonetheless, have

profit

a social responsibility in contributing towards

poverty alleviation.

Annex I: List of Poverly and Welfare Indicators
(Nation-Wide)

L Food Secwrity

2 Income and Production

3. Education

4. Health Status

5. Water and Sanitation

6. Health Services

7 Malnutrition

8. Transport and Communication

9. Housing

j0.  Environment

11 Household and Family Relations
12. Energy
13. Empowerment and Participation
14. Tradition and Norms
e
9) " Poverty and Welfare Monitoring

source: URT (199

Indicators” Vice President's Office, November, Ch.2
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Annex II: Conceptual framework for Reducing Human Poverty in Tanzania
REDUCING HUMAN POVERTY

Major manifestations

Access to \basic needs

|
Food (1), water (5), housing (9) Care and Basi
and energy (12) <«—] protection from abuse . An(;(;dHuﬁtt:)?
€)
A
- $
[ I
Income and assets (2), | Participation in decision- Information
Trensport & N (“1“1““3) g knowledge
and skills (3,8)

Structure, process and resources 1

Q1ltural and social
structure and
process

Political structure and process
(1)

Natural and human
resources (10)
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