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Abstract

In this paper we examined the long and short run relationship

between real money demand (M1, M2 and M3), real income,

inflation rate, real interest rate and real exchange rate between

2000:1 and 2010:4 in Tanzania using ARDL approach.  Estimation

results indicated that in the long run real income, inflation rate, real

interest rate and exchange rate have significant impact on money

demand in Tanzania. The paper found equilibrium in the long run

and a stable money demand function. We found that the real income

elasticity coefficients for M1, M2 and M3 were positive while in

long run inflation rate elasticity and exchange rate were also positive.

This indicates that depreciation of domestic currency increased

the demand for money. In the long run, inflation rate was positive in

Tanzania because demand for money was high when inflation rates

increased. In the short run period, both inflation and exchange rate
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1.0 Introduction

The demand for money is and has been at the centre of monetary

economics. Research on the demand for money has been an

important source of inspiration for innovations in both monetary

theory and econometric techniques. Through monetary policy, the

Bank of Tanzania continues to influence the rate of growth of money

supply through targeting reserve money (MO), Broad Money

supply (M2) and Extended broad money supply (M3) and narrow

money (M1) through open market operations (OMO) as its main

policy instrument. Other indirect instruments include Foreign

Exchange Market Operations (FEMO), discount rate, and the

statutory reserve requirements.

In 1995 the government of Tanzania amended the 1965 central

bank charter through the central bank by the Bank of Tanzania Act

(1995) that revived use of indirect monetary policy instruments.

Later in 2006, the 1995 Act was also amended, due regard having

been, among others, to “provide for more responsive regulatory
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were negative.  After incorporating the CUSUM and CUSUMQ

tests, the results indicated that, both money demand functions were

stable between 2000:1 and 2010:4. The results still found that when

cointegration existed, the CUSUM and CUSUM of Squares

statistics indicated stability of money demand  function.

Keywords: Demand for money, ARDL cointegration, Money

Demand Stability.
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role of the Bank of Tanzania (BoT) in relation to the formulation

and implementation of monetary policy” (United Republic of

Tanzania, 2006, p. 119).

Stability of Money demand in Tanzania is important because the

Bank of Tanzania (BoT) uses a monetary aggregate as its

intermediate target for monetary policy. This is important because

money demand function is used for the purpose of controlling the

total liquidity in the economy and for controlling inflation rate

(Oluwole & Olugbenga, 2007).

Money demand is divided into two aspects, short-term and long-

term. The growing production relates to the long-term aspect of

money demand or the need for money (transaction demand). This

means that the increased issue of money which is consistent with

price stability may solely be achieved in the long run if it follows the

growth of output. In the short term, a decreasing rate of money

circulation may cause the money demand to rise irrespective of the

movements in real production. However, the ongoing increase in

money supply, regardless of the trends in production, leads to the

stronger inflatory pressures (Maravić and Palić, 2010).

According to Hamori and Tokihisa (2001), if money demand

function is stable, the monetary policy matter that is the money

supply will have a certain amount of expected influence on real

variables and that money supply controlled by the central bank is

an effective macroeconomic policy.
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Although stability of money demand function in Tanzania has been

studied by different methodologies (e.g. Randa, 1999;  Adam et

al., 2011; Mgonya, 1997; Maje, 1992; and Kihaule, 1994) among

others, Randa (1999) used Johansen and Julius Cointegration

techniques for sample size of quarterly data (1974q1-1996q4).

He found evidence of stability in terms of existence of a cointegrated

long-run money demand relationship for real money balances (MO,

M1 and M2), real GDP, inflation and depreciation using Johansen

cointegration method. But a limitation of this early literature is that

cointegration among these variables does not necessary confirm

stability of money demand function. In the modern econometric

techniques, stability of money demand function can be estimated

by using CUSUM and CUSUM squares rather than cointegration

(see Pesaran, 2001).

Moreover, some early literature that applied annual data includes

Maje (1992); Kihaule, (1994); and Mgonya (1997). Estimation

samples started in 1967 and ended in 1995 or earlier, which means

the sample size ranged within 20 to 30 observations. In addition to

that, Adam et al., (2011) used quarterly data started from 1998 to

2010, which also still within 50 to 60 observations. Based on these

samples, using any cointegration technique whether it is the  Julius

(1990) or Engel and Granger (1987) does not address proper

results due to its small size in nature. Adam et al, (2011) have

largely used the maximum likelihood test based on residual-based

cointegration test associated with Engle and Granger two step

methods (1987), a techniques which may not be suitable when the

sample size is too small (see Odhiambo, 2009).
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While the demand for money has been the subject of considerable

research within Tanzania, data constraints are severe and the

published literature is relatively small. Econometric models currently

do not play as prominent role in policy formation as the bank desires

(Christopher et al., 2011).

A considerable body of literature has investigated the stability of

money demand in Tanzania and other developing countries. The

results of these studies clearly depend on the data frequency, the

econometric methods for stability tests and the stage of a particular

country development. The majority of studies have used ARDL

cointegrating technique in examining the long run relationship

between the demand for money and its determinants. Some of

these studies are: Bahmani-Oskooee and Rehman (2005) for seven

Asian countries, Akinlo (2006) for Nigeria, Halicioglu and Ugur

(2005) for Turkey, Achsani (2010) for Indonesia, Samreth (2008)

for Cambodia and Nikolaos Dritsakis (2011) for Hungary.

Randa (1999) investigate whether there exists a stationary long-

run equilibrium relationship between real money balances (M0,

M1 and M2), real income, inflation and expected depreciation in

Tanzania which can be identified as a money demand function using

Johasen cointegration. He found stable money demand function in

the long run equilibrium. These findings imply that, even though

economic liberalization and relaxation of controls could have induced

instability in the money demand function, such instability was not

significant enough to inhibit the estimation of short- and long-run

demand for money.
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Maje (1992) and Mgonya (1997) all implemented Chow tests to

assess the stability of the money demand function in Tanzania, as

did Kihaule (1994) who applied a broader battery of tests using

data from 1967 to 1990. Results were mixed; Mgonya was unable

to reject parameter stability, while Maje and Kihaule found evidence

of instability.

Adam et al. (2011) estimated long-run demand for M2, for samples

beginning in 1994q1 and 1998q1. In all specifications a Dickey-

Fuller test rejects the hypothesis of a unit root in the residuals.

Since the variables themselves are I (1), this is evidence of

cointegration. A limitation of this study is that, the variable to be at

1(1) is not enough evidence to support cointegration in the modern

time series data. Bahmani-Oskooee and Rehman (2005) used

quarterly data from 1973 to 2000 to estimate the demand for money

for seven Asian countries: India, Indonesia, Malaysia, Pakistan,

Philippines, Singapore and Thailand. Using ARDL approach and

CUSUM and CUSUMSQ tests, they found that in some Asian

countries even though real M1 or M2 monetary aggregates are

cointegrated with their determinants, the estimated parameters are

unstable.

Akinlo (2006) used quarterly data over the period 1970:1–2002:4

and the ARDL approach combined with CUSUM and CUSUMSQ

tests, to examine the cointegrating property and stability of M2

money demand for Nigeria. The results show M2 to be cointegrated

with income, interest rate and exchange rate. Moreover, the results

revealed somewhat stable relation mainly with the CUSUM test.
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Samreth (2008) estimated the money demand function in Cambodia

using monthly data over the period 1994:12-2006:12. For the

analysis of cointegration, the autoregressive distributed lag (ARDL)

approach was employed. Their results indicate that there was a

cointegrating relationship among variables (M1, Industrial

Production Index, Consumer Price Index, and Nominal Exchange

Rate) in money demand function. CUSUM and CUSUMSQ tests

roughly support the stability of estimated model. Halicioglu and

Ugur (2005) analyzed the stability of the narrow money demand

function (M1) in Turkey using annual data over the period 1950-

2002. They estimated stability of Turkish M1 by employing a recent

single cointegration procedure proposed by Pesaran et al, (2001)

along with the CUSUM and CUSUMSQ stability tests. They

demonstrated that there is a stable money demand function and it

could be used as an intermediate target of monetary policy in Turkey.

Dritsakis (2011) examined the demand for money in Hungary using

the autoregressive distributed lag (ARDL) cointegration framework

over the period between 1995:1 and 2010:1. The results based on

the bounds testing procedure confirm that a stable, long-run

relationship exists between demand for money and its determinants:

real income, inflation rate and nominal exchange rate. The empirical

results show that there is a unique cointegrated and stable long-run

relationship among M1 real monetary aggregate, real income,

inflation rate and nominal exchange rate. Furthermore, after

incorporated the CUSUM and CUSUMSQ tests, M1 money

demand function was stable for the period examined.
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For the purpose of this study in Tanzania, our paper differs from
that of John Randa  (1999); Adam et al. (2011); Mgonya (1997);
Maje (1992); and Kihaule  (1994) among others in 3 aspects:
i)  The sample size and the examined time period for the money
     demand function.
ii) The econometric model that we applied (ARDL model).
iii) The stability test used (CUSUM and CUSUM square Tests)

Since we know that in Tanzania no study has used the autoregressive

distributed lag approach (ARDL) to examine the stability of the

money demand function and its determinants, there is the need to

fill this gap in the literature.

The main objective of this paper was to empirically re-investigate

whether there exhibits a stable long-run demand for money (M1,

M2 and M3) function and its determinants such as real income,

inflation rate, real interest rate and exchange rate over the period

2000:1-2010:4. We adopted the bounds testing procedure

developed by Turner (2006) to assess if there is a stable long run

money demand function and its determinants in Tanzania.

2.0  Model Specification, Econometric Techniques and Data

In order to analyse the money demand function in Tanzania, this

study followed the standard money demand specification informed

by Friedman (1963) which built on Fisher’s quantity theory of

money as indicated below:-

��∗ = �(�, �, ��)    (1) 
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Where;  = desired real money balances, obtained by

dividing nominal money balances by the consumer price index,

 y = real income

 R= real interest rate

 = the expected inflation

To capture the influence of foreign variables in determining an

appropriate money demand function, some studies have considered

the impact of the exchange rate and foreign interest rate (Carruth

&  Sanchez-Fung, 1997; Choudhry, 1995; Chowdhury, 1997).

The exchange rate variable captures the impact of currency

substitution on money demand, where an expected depreciation

of the exchange rate leads to a decline in the demand for domestic

money (McKinnon, 1983).

Therefore, equation (1) can be modified as follows:-

��∗ = �(�, �, ��, ��)        (2)      

Where ER is defined as Real Exchange rate.

As noted in the earlier section, we use the Autoregressive Distributed

Lag (ARDL) – Bounds testing approach to examine the long-run

cointegration relationship between money demand and its

determinants. The ARDL modeling approach was originally

introduced by Perasan and Shin (1999) and later extended by

Perasan et al . (2001).

The ARDL cointegration approach has numerous advantages in

comparison with other cointegration methods. Unlike other

cointegration techniques, the ARDL does not impose a restrictive
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assumption that all the variables under study must be integrated of

the same order. In other words, the ARDL approach was applied

regardless of whether the underlying regressors are integrated of

order one I (1), order zero I (0) or fractionally integrated. However,

it requires that the dependent variable to be 1(1) and none of the

explanatory variables is 1(2) or higher. Secondly, while other

cointegration techniques are sensitive to the size of the sample, the

ARDL test is suitable even if the sample size is small (between 30

to 80 observations).

Thirdly, the ARDL technique is not only capable of distinguishing

between dependent and explanatory variables (i.e. it avoids the

problem of endogeneity) but can also simultaneously estimate long

run and short run parameters of the model. This approach also

removes the problems associated with the omitted variables and

autocorrelation. The estimates obtained from the ARDL approach

to cointegration are unbiased and efficient since they avoid the

problems that may arise to due serial correlation and endogeneity

(Pesaran et al., 2001). Finally, all variables entered to the model

are assumed to be endogenous.

In estimating the ARDL, the test involved the asymptotic critical

value bounds, depending whether the variables are 1(1) or 1(0).

Two sets of critical value are generated which one set refers to

1(1) series and the other for 1(0) series. Critical values for 1(1)

series are referred to as upper bound critical values, while the critical

values for 1(0) series are referred to as lower bound critical values.
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According to Perasan (2001), the lower bound critical values

assumed that the explanatory variables are intergrated of order

zero 1(0) while the upper bound assumes that explanatory variables

are integrated of order one 1(1).  If the F test statistic exceeds

their respective critical values, we can conclude that there is evidence

of a long run relationship between the variable regardless of the

order of integration of the variables. If the test statistic is below the

upper critical values we cannot reject the null hypothesis of no

cointegration. On the other hand, if the computed F-statistic falls

between the lower and upper bound values, then the results are

inconclusive. In order to test for cointegration using bounds testing

procedure, the ARDL representation of demand for money

(M = M1, M2, M3), real GDP (Y), inflation rate (  real

interest rate (R) and real exchange rate (ER) can be constructed

as:

Mwoya Byaro & Romanus L. Domoso / Uongozi Journal of Manage-
ment Dynamics Vol. 25 (2) (2014) 1 - 36



12
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Where denotes the first difference operator, L is the natural

logarithm and q is the optimal lag length while other variables are

defined in equation 1. The left hand side of the equation is the

dependent variable. The first until fifth expressions (  ) on

the right-hand side correspond to the long-run relationship. The

remaining expressions with the summation sign

represent the short-run dynamics of the model.
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From equation 3 up to 7, each variable is considered as a dependent

variable, because the ARDL method distinguishes itself the

dependent and independent variable to be estimated. The procedure

estimation is based on the F or Wald – statistics as the first stage of

the ARDL cointegration method. The null hypothesis was tested

by considering the unrestricted error correction model (UECM) in

the equation above. The null and alternative hypotheses tested

between the examined variables are:-

HO: �1 = �2 = �3 = �4 = �5 = 0  means no cointegration relationship between the 

variables or (no long-run relationship). 

 H1: �1  ≠ �2  ≠ �3 ≠ �4 ≠ �5 = 0  means cointegration relationship between the 

variables or (a long-run relationship exist).  

This can also be denoted: FΜ (Μ│Υ, IFL, R and ER). 

In view of data sources, the present study uses quarterly data over

the period 2000:1 –2010:4 to test the null of no cointegration against

the alternative hypothesis. Real money demand (M1, M3, and

M2), real GDP, real interest rate and inflation rate are obtained

from the Central Bank of Tanzania. Real exchange rate is obtained

from International Macroeconomic Data. All variables are quarterly

except for the real exchange rates which are extracted annually. In

the absence of quarterly real exchange rate data for the estimation

period, we converted the real exchange rate data into quarterly

series using Lisman and Sande (1964) of linear interpolation method

by smooth decomposition of the annual data.
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3.0   Empirical Results

In order to test the null of no cointegration against the alternative

hypothesis, the first practice was to determine the degree of

integration of each variable. This is important to ensure that, the

variables are not intergrated in order 1(2).  For this reason, both

ADF and DF-GLS test was employed. The test results are

presented  in Table 1 below.

Table 1: Unit Root Test for the Variables

 

 
Variable 

                    ADF test statistic DF-GLS test statistic 
At level 
(constant and 
trend) 

At first 
difference  
(constant and 
trend) 

At level  
(constant and trend) 

At first difference 
( constant and trend) 

LGDP -6.408663* -  -6.56465*  -7.50338* 
LM1 -3.084934 -8.602656* -3.25554 -8.83163* 
LM2 -3.265599 -7.284421* -2.78747 -7.42587* 
LM3 -2.509076 -5.853617* -2.47496  -5.84613* 
R 5.310054*   - -1.45523 -3.84307* 
IFL 1.888380 4.694060* -1.93797 -4.74535* 
ER 0.416580 -5.064337* -0.401981 -3.44888** 

 

Note: L is logarithm, ADF is Augmented Dickey Fuller and DF-GLS is

Dickey Fuller Generalized Least /Square. Asterisk *, ** and *** indicate

significance at the 1%, 5% and 10% levels respectively.

The results of Table 1 indicate that, most variables are stationary in

first difference, except real GDP and real interest rate, thus the

variables are integrated at order I (0) and I (1). For this reason

ARDL approach is used for the cointegration of the model.
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According to Pesaran (2001), the lower bound critical values

assumed that the explanatory variables are intergrated of order

zero 1(0) while the upper bound assumes that, explanatory variables

are integrated of order one 1(1).  If the F test statistic exceeds

their respective critical values, we can conclude that there is evidence

of a long run relationship between the variable regardless of the

order of integration of the variables. If the test statistic is below the

upper critical values, we cannot reject the null hypothesis of no

cointegration. On the other hand, if the computed F-statistic falls

between the lower and upper bound values, then the results are

inconclusive.

The ARDL cointegration test, assumed that only one long run

relationship exists between the dependent variable and the

exogenous variables (Pesaran, Shin and Smith, 2001, Assumption

3). To test whether this is really appropriate in the current application,

we change the entire variable to be dependent variable in order to

compute the F-statistic for the respective joint significance in the

ARDL models (Ahmad Abd Halim et al. 2008). According to

Bahmani-Oskooee and Brooks (2003), the F-test is sensitive to

the number of lags imposed on each first differenced variable. Given

that we are using quarterly data (observations), we experimented

up to six lags (1.5 years) on the first- differences and computed F-

statistics for the joint significance of lagged levels of variables in

each equation (3) to (7). We specify the optimal lag length for the

model fit (we impose the same number of lags on all variables as in

Pesaran et al. (2001). Therefore, we impose one to six lags on

each first differenced variable in each equation described above.
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It is also important to know that, the lag length for each variable

should not be identical except for the identification purpose as

described in Table 3. Lastly we select a more parsimonious model

for the long run money demand using Schwartz-Bayesian Criteria

(SBC) and Akaike’s Information Criteria (AIC). SBC is known

as the parsimonious model, selecting the smallest possible lag length,

whereas AIC is known for selecting the maximum relevant lag length.

The results of the bounds test reported in Table 3 were compared

with critical values cited from Table 2.

Table 2: Bound test for long run relationship

Critical value     F- statistics 

 Lower bound   Upper bound  

 1(0) 1(1) 

1% 5.14 6.87 

5% 3.57 4.92 

10% 2.92 4.11 

 

N.B: Critical values derived from the Turner (2006) Response Surface

          Producer.

           Unrestricted intercept and no trend (k = 4).
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Table  3: The Result of Bound - Test for Cointegration

Dependent  
Variables 

Independent 
variables 

 
             Computed  F-statistics with lag order          

 
Relationship 

1 2 3 4 5 6 

FM1 (M1 Y,RE, IFL,R) 7.95262* 3.1625 0.9000 0.8658 0.4606 0.5753 Cointegration 
FM2 (M2 Y,RE,IF, R) 8.41360* 3.2899   0.8575 0.8974 0.5366 0.4756 Cointegration 

FM3 (M3 Y,RE,IFL,R) 7.91173* 3.6234  0.9549 0.9420 0.5777 0.4454  Cointegration 

      FY  (Y M1,R,IFL,RE) 0.61033 0.9544    1.9080 2.9477 0.7634 4.1901***  Cointegration 

FY (Y M2,RE,IFL,R) 0.60796 0.9524    1.8981 3.0529 0.8650 0.3427 No cointegration 

FY ( Y M3,RE,R,IFL) 0.60435 0.9788    1.9597 2.9462 0.9343 2.0982 No Cointegration 

FRE (RE M1,Y,R,IFL) 3.97408 2.4298    1.4046 1.1345 2.2754  227* Cointegration 

FRE (RE M2,Y,R,IFL) 3.90807 2.2906    1.3898 1.0892 1.9158 37.56*  Cointegration 

FRE (RE M3,Y,R,IFL) 3.96501 2.0936    1.4118 1.0792 1.9817 14.76*  Cointegration 

FR  (R M1,Y,RE,IFL) 6.12356** 8.1919* 5.2339** 4.1232*** 6.04** 1.9939  Cointegration 

FR (R M2,Y, RE,IFL) 6.11614** 8.3689* 5.1543** 3.9379 5.67** 2.4497 Cointegration 

FR (R M3,Y,RE,IFL) 6.16833** 9.2515* 5.0051** 3.5532 5.07** 2.9516 Cointegration 

 

N.B : The computed F-statistic for each lag-length is reported in Table-3

along with the critical values at Table 2. The asterik *, ** and ***

indicates 1%, 5% and 10% significance levels respectively.

From Table 3, the bounds test demonstrates that the null hypothesis

of no cointegration against its alternative is easily rejected at 1%,

5% and 10% significance levels respectively. The computed F-

statistic of significant variables are greater than the upper critical

bound value cited from Turner, thus indicating the existence of a

long-run relationship among money demand (MI, M2 and M3),
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inflation rate, real interest rate, real exchange rate and real GDP.
The results show that the long run relationship was found between
money demand and its determinants. When saving deposit rate
serves as dependent variable, the long run relationship also exist
with explanatory variables as shown in equation (6). After examining

the cointegration among the variables, then long run relationship

from equations (3) and (6) are estimated using the selected ARDL

model.

Table  4:  Estimated Long Run Model Based on Equation 3

OLS estimates using the 40 observations 2001:1-2010:4

Dependent variable: d_logm2

Variable Coefficient Std. Error t-statistic p-value 
Const 3.15406 0.736274 4.2838 0.00022*** 
logm2_1 0.0055633 0.00694138 0.8015 0.43012 
loggdp_1 -0.0808834 0.0141968 -5.6973 <0.00001*** 
sdr_1 0.0110959 0.0095177 1.1658 0.25427 
ifl_1 -0.000641134 0.00138361 -0.4634 0.64695 
logre_1 -0.163844 0.053126 -3.0841 0.00479*** 
d_sdr_1 0.035199 0.0198155 1.7763 0.08738* 
d_sdr_2 0.0706507 0.0200793 3.5186 0.00162*** 
d_logre -1.06032 0.266805 -3.9741 0.00050*** 
d_ifl_3 -0.00717148 0.00133562 -5.3694 0.00001*** 
d_loggdp_1 0.0506389 0.012891 3.9282 0.00056*** 
d_loggdp_2 0.0252245 0.00722833 3.4897 0.00174*** 
d_logm2_1 -0.232086 0.129077 -1.7980 0.08379* 
d_logm2_2 -0.611529 0.0876634 -6.9759 <0.00001*** 

 

The asterisk *, ** and *** indicates significance at the 10, 5 and 1

percent respectively.

Unadjusted R2 = 0.678452

Adjusted R2 = 0.517677
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Diagnostic Tests:

F-statistic (13, 26) = 28.4552 (p-value < 0.00001)                 Normality [0.93]

Durbin-Watson statistic = 2.38                                                RESET Test [0.67]

Akaike information criterion = -193.425      White’s test for heteroskedasticity

           [0.13]

Schwarz Bayesian criterion = -169.781      [ ] refer to p- values

Hannan-Quinn criterion = -184.876

From the unrestricted error correction model (UECM) based on

the assumption made by Pesaran et al. (2001), the long- run

elasticities are the coefficient of the one lagged explanatory variable

(multiplied with a negative sign) divided by the coefficient of the

one lagged dependent variable. In equation (3), the long-run income

variable indicated by real GDP, real interest rate, real exchange

rate and inflation rate elasticities on money demand (M2) are

(  ), ( / ) ,  and  /) respectively. The estimated

coefficients of the long-run relationship between Money demand

(M2), real GDP), real interest rate, real exchange rate and inflation

rate elasticities computed from table 5 are:-

∆�(��)� = 3.15 + 14.5 ����� − 1.99 �� + 29.45������   + 0.12 ����                  

In the long run, both income and real exchange rate coefficient

have positive impact on Money demand (M2) in Tanzania. The

Real exchange rate coefficient is positive meaning that depreciation

of domestic currency increases the demand for money, supporting

the wealth effect argument. The coefficient of inflation rate is positive

in Tanzania because demand for money is more when inflation rates

more (in the long run people buy more units of food items for future).

The cost of holding money (real interest rate) has a negative influence

on money demand (M2) as expected. A high coefficient of long
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run income elasticity for broad money is due to definition of broad

money which includes time deposits and savings.

From the simple UECM, the short run coefficient indicates that

real GDP has a positive impact on M2 monetary aggregates and

strongly significant at 1%. Real interest rate/saving deposit rate

have positive impact on money demand (M2) in the examined

period. This show that saving deposit rate increases money demand

(M2). The coefficient of real exchange rate is negative and statistical

significant at 1%.  The significant negative coefficient of real exchange

rate indicates the existence of currency substitution in Tanzania. In

general, movements in the exchange rate have significant impact

on the demand for broad money. In the short run period, inflation

is also statistically significant at 1% and negatively affects real

demand for money, implying that the higher the inflation rate the

lower is the demand for money.
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Table   5:  Estimated Long Run Model Based on Equation 3

OLS estimates using the 39 observations 2001:2-2010:4

Dependent variable: d_logm3

Variable Coefficient Std. Error t-statistic p-value 
Const 1.9633 0.61515 3.1916 0.00379*** 
logm3_1 0.0436102 0.0167723 2.6001 0.01542** 
ifl_1 -0.0036436 0.00198533 -1.8353 0.07839* 
l_re_1 -0.145293 0.0823338 -1.7647 0.08983* 
loggdp_1 -0.0866213 0.0163817 -5.2877 0.00002*** 
sdr_1 0.0731771 0.0179665 4.0730 0.00041*** 
d_sdr_2 0.100145 0.0378523 2.6457 0.01389** 
d_loggdp -0.0244105 0.00617791 -3.9512 0.00056*** 
d_loggdp_1 0.0403573 0.0101083 3.9925 0.00051*** 
d_loggdp_2 0.0242938 0.00730119 3.3274 0.00271*** 
d_l_re_4 0.772685 0.328115 2.3549 0.02668** 
d_ifl_2 0.0054436 0.00270866 2.0097 0.05537** 
d_logm3_1 -0.506424 0.0939179 -5.3922 0.00001*** 
d_logm3_2 -0.507239 0.108663 -4.6680 0.00009*** 

 

Unadjusted R2 = 0.687483

Adjusted R2 = 0.524974

F-statistic (13, 25) = 11.7876 (p-value < 0.00001)

Durbin-Watson statistic = 2.55426

Akaike information criterion = -176.4

Schwarz Bayesian criterion = -153.11

Hannan-Quinn criterion = -168.044

Diagnostic Test:

Normality [0.39]

RESET test [0.005]

White’s test for heteroskedasticity [0.08]

[ ] refer to p- values
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From Table  5, the estimated coefficients of the long-run relationship

between Money demand (M3), real GDP), real interest rate, real

exchange rate and inflation rate elasticities are:-

∆�(��)� = 1.96 + 1.98����� − 1.68�� + 3.33������   + 0.08����                  

In the long run, both income and real exchange rate coefficient
have positive impact on Money demand (M3) in Tanzania. The
Real exchange rate coefficient is positive meaning that depreciation
of domestic currency increases the demand for money, supporting

the wealth effect argument. The coefficient of inflation rate is still

positive because demand for money is more when inflation rates

more (in the long run people buy more units of food items for future).

The cost of holding money (real interest rate) has a negative influence

on money demand (M3) as expected.

From the simple UECM, the short run coefficient indicates that

real GDP has a positive impact on M3 monetary aggregates and

strongly significant at 1%. Real interest rate/saving deposit rate

have positive impact on money demand (M3) in the examined

period. The coefficient of real exchange rate is positive and statistical

significant at 5%.

The significant positive coefficient of real exchange rate indicates

that in the short run period depreciation of domestic currency

increases the demand for extended broad money (M3). In the short

run period, inflation rate is also statistically insignificant and positively

affects real demand for money, implying that the higher the inflation

rate the more demand for money.
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Table  6:  Estimated Long Run Model Based on Equation 3

OLS estimates using the 40 observations 2001:1-2010:4

Dependent variable: d_logm1

Variable Coefficient Std. Error t-statistic p-value 
Const 2.66802 0.87195 3.0598 0.00523*** 
logm1_1 0.027013 0.0125626 2.1503 0.04140** 
ifl_1 -0.0120793 0.00217419 -5.5558 <0.00001*** 
logre_1 -0.20531 0.0616996 -3.3276 0.00271*** 
loggdp_1 -0.0709127 0.0175362 -4.0438 0.00044*** 
sdr_1 -0.0205883 0.0142021 -1.4497 0.15958 
d_sdr 0.112889 0.0408886 2.7609 0.01064** 
d_loggdp_1 0.0471619 0.0151678 3.1093 0.00464*** 
d_loggdp_2 0.0374383 0.010835 3.4553 0.00197*** 
d_logre_1 -1.83844 0.469911 -3.9123 0.00062*** 
d_logre_2 1.30135 0.50441 2.5799 0.01615** 
d_logre_3 -1.36287 0.358516 -3.8014 0.00082*** 
d_ifl -0.0150438 0.00292734 -5.1391 0.00003*** 
d_logm1_1 -0.180171 0.0788841 -2.2840 0.03113** 
d_logm1_2 -0.801562 0.0850365 -9.4261 <0.00001*** 

 

Unadjusted R2 = 0.735164

Adjusted R2 = 0.586856

F-statistic (14, 25) = 46.4376 (p-value < 0.00001)

Durbin-Watson statistic = 2.36492

Akaike information criterion = -160.314

Schwarz Bayesian criterion = -134.981

Hannan-Quinn criterion = -151.154

Diagnostic Test:

Normality [0.06]

White’s test for heteroskedasticity [0.39]

RESET test [0.37]

[ ] refer to p- values
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From Table  6,  the estimated coefficients of the long-run relationship

between Money demand (M1), real GDP), real interest rate, real

exchange rate and inflation rate elasticities are:-

∆�(��)� = 2.7 + 2.63����� + 0.76�� + 7.6������   + 0.45���� 

In the long run, both income and real exchange rate coefficient

have positive impact on Money demand (M1) in Tanzania. The

Real exchange rate coefficient is positive meaning that depreciation

of domestic currency increases the demand for money. The

coefficient of inflation rate is positive because demand for money

is more when inflation rates more (in the long run people buy more

units of food items for future). The cost of holding money (real

interest rate) has a positive influence on money demand (M1).

From the simple UECM, the short run coefficient indicates that

real GDP has a positive impact on M1 monetary aggregates and

strongly significant at 1%. Real interest rate/saving deposit rate

have positive impact on money demand (M1) but statistically

insignificant in the examined period. The coefficient of real exchange

rate is negative and statistical significant at 1%.  The significant

negative coefficient of real exchange rate indicates that in the short

run period depreciation of domestic currency decreases the demand

for narrow money (M1). In the short run period, inflation rate is

statistically significant at 1% and negatively affects real demand for

money, implying that the higher the inflation rate the lower the

demand for money.
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After investigated the long run and short run relationship of the

variables from the simple UECM, the batteries of diagnostic tests

were conducted on the final ARDL models as described above.

The Ramsey RESET test indicates that both models are free from

the specification error problem. The white Heteroskedasticity

indicates that the residual are homoskedastic. Moreover, the

normality test shows that the estimated residuals are normally

distributed for all money demand functions.

The existence of a stable and predictable relationship between the

demand for money and its determinants is considered a necessary

condition for the formulation of monetary policy strategies based

on intermediate monetary targeting. Based on CUSUM and

CUSUMSQ tests, the stability of money demand are shown in

Figure 1
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Figure 1: Cumulative Sum of Recursive Residuals (M1)
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Figure 2:  Cumulative Sum of Squares of Recursive Residuals (M1)
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Figure 3: Cumulative Sum of Recursive Residuals (M2)
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Figure  4:  Cumulative Sum of Squares of Recursive Residuals (M2)
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Figure  5: Cumulative Sum of Recursive Residuals (M3)
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Figure  6:  Cumulative Sum of Squares of Recursive Residuals (M2)

The result from Figure 1 to 6 shows that the plotted statistics stay

within the ±5 percent boundaries during the investigated period.

The recursive statistics move within the boundaries, suggesting that

the narrow money (M1), broad money (M2) and extended broad

money (M3) demand functions are stable. However the

CUSUMSQ statistic for M2 is marginally to critical value lines, it

is still safe to conclude that M2 money demand is stable.

4.0 Conclusions

In this study, the demand for money in Tanzania has been estimated

using ARDL modeling approach to cointegration developed by
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Perasan et al. (2001) in analyzing the demand for narrow money

(M1), broad money (M2) and extended broad money (M3).

The main objectives of the study are to examine the long run

equilibrium and short run relationship between the variables included

in the money demand function and to examine the stability of the

money demand function in Tanzania. The empirical results have

shown that, most of the variables in the model are statistically

significant and consistent with the demand theory both in the long-

run as well as in the short-run. However, inflation and real interest

rate variables are found to be slightly inconsistent with the demand

theory and there is explanation for that case.

The empirical results suggest the existence of the long run money

demand for M1, M2 and M3 with its determinant included in the

model. In both long run and short run period, the results show that

real income variable (GDP) is positively associated with M1, M2

and M3. Inflation rate and real exchange rate are positive in the

long run while in the short run are negatively affected both M1 and

M2. However for M3, inflation rate and real exchange rate have

positive impact on the long run and short run period. The negative

effect of real exchange rate on M1, M2 and M3 indicates that

depreciation of domestic money decreases the demand for money

while the positive effect indicates that depreciation of domestic

currency increases demand for money.

Finally, by incorporating CUSUM and CUSUMSQ tests into

cointegration analysis for money demand function, the result shows
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that M1, M2 and M3 money demand are stable for the examined

period. Therefore we concluded that M1, M2 and M3 are better

monetary aggregate in terms of formulating monetary policy and

central banks control in Tanzania. Since the money demand

functions in case of both monetary aggregates are stable in their

parameters, the central bank of Tanzania can continue with the

monetary targeting strategy as a policy in achieving the major

macroeconomic policy goals. BOT can use the narrow monetary

aggregate, broad monetary aggregate or extended broad monetary

aggregate as an intermediate target in conducting the monetary

policy.
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Abstract

 A survey conducted in Tanzania determines the farmers’ willingness

to apply genetically modified (GM) rice technology. The study

collected data on the assumptions that genetically modified rice is

authorised for use in Tanzania. The findings show that where

productivity of GM rice is the same as conventional rice, and that

the market price for GM rice is the same as conventional rice, 40%

of respondents agreed definitely to adopt GM rice in their

production. This implies that farmers are willing to adopt the

technology only when production increases relative to technology

adoption. When asked; assuming that rice is authorised for use, the

cost per hectare of GM rice is the same as conventional rice and

the market price for GM rice is the same as conventional rice, the

results showed 67.5% of responded farmers would not be willing

to adopt the technology if it has 5% minimal effect on yield; but

would be willing to adopt the technology with effect difference on

yield by 10% and above. Furthermore, the study found that farmers

would be willing to grow GM rice if nutritional value increases by

15% from the conventional rice. The willingness to adopt the
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technology increased to 88% if the nutritional value increases to

20%.

Since the Government of the United Republic of Tanzania has a
policy as well as institutional framework for developing and
regulating biotechnology development, biotechnology awareness
needs to be promoted so as to increase the level of willingness for
the adoption of biotechnology where science has proven yield
increase by 15% or more. Nonetheless, the policy incoherence
that exist across institutions such as the Vice-President’s Office,
Ministry of Agriculture Food security and Cooperatives and the
Ministry of Science and Technology needs to be harmonised in
order to give room for the science to inform the policy decision
making and the public to be well informed.

1.0 Introduction

Agriculture in Tanzania plays a predominant role of employing over

80 percent of the work force (National Bureau of Statistics, 2012)

living in the rural areas. It is the main source of food and raw materials

for the manufacturing industries. The sector contributes 26% of

the country’s GDP, 30% of export earnings and it employs about

75 percent of the total labour force (Ministry of Agriculture, Food

Security and Cooperatives, 2013).  The fact that over 50 per cent

of Tanzanians are defined as food poor, meaning that  they are

food insecure, agriculture  has become an important sector for

providing staple and cash foods  required for attaining food security.

Farmers in Tanzania cultivate a variety of cash and food crops.

Food crops include cereal such as maize, paddy, sorghum, millets;

root and tuber crops comprise of cassava, sweet potatoes, and

yams; pulse crops including beans, chick peas, cow peas; oil seed

such as groundnuts, sunflower, sesame, oil palm, and soya;
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vegetables like tomatoes, cabbage, onions, water melon, spinach

(FAO, 1991). However, food insecurity is persistent in the country.

According to Food and Agriculture Organisation  (FAO), food

security is attained “when all people, at all times, have physical and

economic access to sufficient, safe and nutritious food to meet their

dietary needs and food preferences for an active and healthy

life”(ibid). This implies that a household is food secure when it has

access to the food needed for a healthy life for all household

members. Despite the agricultural sector producing food, the

nutritional status of the women and children is alarming.

According to the demographic and health survey (DHS); the

prevalence of stunting in children 0-59 months is  42%, prevalence

of underweight in children 0-59 months  16%, and prevalence of

anemia in women  is 40% (URT, 2010). The non-adoption of bio-

technology in agriculture shows the effect on food and nutrition in

Tanzania. The study was therefore conducted to assess the

willingness of rice farmers for the adoption of bio-technology as a

solution for food and nutrition security. Food security is among the

critical development concerns in Tanzania and agriculture has been

singled out as the key sector with capability to address food security

problems.  Bio-technology is considered a critical development

pathway for enhancing food security (URT, 2011).  The application

of agricultural technology is very low (Mtui, 2011; Virgin, 2007)

such that the agriculture sector has failed to meet the local food self

sufficiency to the growing population of 44 million people. One of
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the major causes for the food insecurity is the low agriculture

productivity by adoption of bio-technology.

2.0 Methodology

A survey was conducted to determine the willingness to apply GM

technology among rice smallholder farmers in Tanzania. The survey

on GM Rice for producers was conducted in the rice producing

regions of Mbeya (Mbalali district) and Morogoro (Kilombero

and Mvomero districts) between June and August, 2014 to

determine the willingness for the adoption of genetically modified

organism technology. Data were collected using a standardized

survey instrument which was developed by a multi-disciplinary team

working on the Templeton Foundation GM rice at the University

of Arkansas, USA. The Tanzania national Principal Investigator

(P.I) recruited two research assistants; one for Mbeya region in

the southern highlands and another for Morogoro region which are

geographically dispersed as can be referred in Figure 1.
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Figure 1: Data Collection Regions in Tanzania

 

Source 1: Google maps, 2014

The survey sample was conducted to 147 (73.5%) males and 53

(26.5) females.  Although females are the majority participating in

agricultural activities, few participated  in the survey due to cultural
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orientation that women are educationally behind and therefore they

do not participate in many opportunities.

The study collected data on the assumptions that GM rice is
authorised for use in Tanzania, and that productivity is the same as
conventional rice. It was further assumed that the market price for
GM rice is the same as conventional rice, and no production cost
saving is on GM rice. Data were entered in the qualtrics software
which were, then analysed using the statistical package for social
sciences software. The results show 40% of respondents agreed
definitely yes to adopt GM rice in their production.

The  question asked; assuming  that GM rice is authorized for use,
the  productivity of GM rice is the same as conventional rice, and
the  market price for GM rice is the same as conventional rice,
would you agree to grow rice if it provides 15% cost saving?  The
results showed that 166 (83%) of the respondents agreed definitely
yes meaning they are positive to adopt the technology at 15% cost
saving. The same question was asked at the 20% cost saving. The
results showed 180 (90%) of respondents would agree to adopt
the technology if it provides 20% cost saving.

When asked; assuming that rice is authorised for use, the cost per
hectare of GM rice is the same as conventional rice and the market
price for GM rice is the same as conventional rice, would you
grow GM rice if yield increases at  5%? The results showed 67.5%
of responded farmers would not be willing to adopt the technology
if it has 5% minimal effect on yield; but would be willing to adopt
the technology with effect difference on yield by 10% and above.
The willingness to adopt the GM rice increased to 89% when the
yield increase by 15% or more.
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Genetically Modified (GM) rice uses modern bio-technology to
introduce foreign genetic material into the rice DNA with the goal
of conferring a certain desirable characteristic. For example; golden
rice contains a gene which increases the Vitamin A from rice to
prevent night blindness and vitamin A deficiency and iron-rich rice
that increases the availability of iron in rice to reduce stunting in
children and improve the probability of healthy mothers and children.
Farmers were asked; assuming that GM rice is authorised for use,
and that GM rice has all the same production characteristics as
conventional rice and the market price for GM rice is the same,
would you grow GM rice if nutritional value increases at 15%?
The results showed that 175 (87.5%) respondents  would be willing
to adopt the GM technology on the nutritional value benefits even
if it increases by 15%. The willingness to adopt the technology will
increase to 88% if the nutritional value increases to 20%.

3.0 Discussion

Tanzania’s legislation for genetically-modified organisms (GMOs)

can be referred to the National Biotechnology policy (URT, 2010),

which formed the national authority for regulating and controlling

the release of GMOs. The National Bio-Safety Policy is the

fundamental policy instrument for the biotechnology research and

development in Tanzania; that realises the contribution of the

agricultural sector to food security in the country.  Much as the

biotechnology adoption depends on the existence of a policy

landscape, farmers’ willingness for the technology and innovations

uptake depends on the awareness creation.

The National Biotech Advisory Committee (NBAC) was

established (2002) to advise the government on biotechnology

development and applications. However, the pace for the adoption
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of bio-technology in agriculture is de-accelerated due to policy

impediments associated with the strict liability and limited public

awareness (Ministry of Agriculture and Food Security and

Cooperatives, 2013).

The National Biotechnology Policy (2009) was approved with the
policy goal to promote the safe biotechnology application that
contributes to the realisation of poverty reduction strategies
To mitigate food insecurity in the South of the Sahara region, the
African governments, including Tanzania have adopted food
sufficiency policies (Seck, et al., 2008). The Government of the
United Republic of Tanzania has put an agricultural policy in place
to increase food production for the major food crops including
rice (MAFC, 2010).  Policies for biotechnology and agriculture
are among the measures to improve agriculture, food and nutrition
security. The government of Tanzania, therefore, continues to use
the Agricultural Sector Development Programme (ASDP) as the
main policy framework for increasing technology adoption so as it
contribute to the 11% agricultural annual growth CAADP target
(African Union, 2003).

The Agriculture policy (2013) recognises the importance of
biotechnology and it has set policy objective statements as follows;

Biotechnology development in the country is hindered
by limited public awareness on this modern
technology and bio-safety issues; bio-safety
regulations that do not facilitate genetic engineering;
limited physical infrastructure; and inadequate trained
human resources and facilities for management of
biotechnology.”  The objective therefore is to increase
“Production, productivity and profitability from
utilization of agricultural biotechnology techniques”
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through; Development and application of agricultural
biotechnologies that address national priorities shall
be promoted in line with the National Biotechnology
Policy and  Bio-safety Framework; New and
emerging research areas that promise to mitigate low
production and productivity in agriculture shall be
promoted; these include the development of
Genetically Modified Organisms; Public awareness
on biotechnology applications, benefits, risks and
environmental implications shall be enhanced (URT,
2013).

Despite of the scientific evidence of no harm on GMOs, the

Government of Tanzania has not yet legally accepted the use of

genetically modified foods.  Partly this is caused by unawareness

and disconnect between research and policy decision making

(Lewis , Newell, Heron & Nawabu, 2010). However, there is a

political will for advancing biotechnology applications such as in

agriculture. The URT has developed a Biotechnology policy (2009).

This is evidenced in the National Biotechnology Policy mission

statement that is “to create a strong infrastructure both for research

development and commercialization in biotechnology so as to ensure

a steady flow of bio-products, bio-processes and new

biotechnologies for socio-economic development of Tanzania”

(Ibid).

Furthermore, the Five Year Development Plan 2011/12 – 2015/

16 as a roadmap for transforming Tanzania into a middle income

country, recognizes the importance of biotechnology and therefore

it has set a goal to establish a biotechnology center at Sokoine
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University of Agriculture (SUA) for addressing agricultural related

problems (URT, 2011).

The government announced in the Parliament that it had allowed

research into GMO technology on crops to promote research for

better yields and not the use of the products of GMO technology

because the research were vital for development of the country.

They have allowed biotechnology research on major food and cash

crops including banana, coffee, rice, cotton and cassava. The

political domain embraces the scientific evidence that scientific

research on GMOs promotes productivity and counter global food

challenges resulting from climate change. The political

pronouncements over a period of time show political contexts to

accept biotechnology, yet, to-date no crop product of genetically

modified (GM) rice has been authorized.

Paarlberg (2006) asks “What risks might Africa face if it decided

to plant genetically modified (GM) agricultural crops?  A similar

question could be asked to Tanzania, What risks might Tanzania

face if it decided to plant genetically modified (GM) rice? Paarlberg

represents the many evidence that calculate few risks as compared

to many benefits for the adoption of genetically modified crops

(Mtui, 2012).

Scientists have developed and attested that Genetically Modified

(GM) crops including GM rice has potential to improve productivity

to overcome food security problems (Pahlavan, 2011, AATF &

COSTECH, 2010).  The major challenges of attaining food and
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nutrition security, particularly in the Sub-Saharan Africa (SSA)

include access to nutritional foods at all times.

According to the 2010 Tanzania Demographic and Health Survey
(DHS), 42% of children under five are stunted, or too short for
their age, which indicates chronic malnutrition. Wasting, or thinness
is a sign of acute or periodic malnutrition and is far less common, at

a prevalence rate of 5%. Finally, 16 to 20 % of Tanzanian children

under five are underweight, a composite index of stunting and

wasting, taking into account both chronic and acute malnutrition

(TDHS, 2010). Since the GM rice uses biotechnology to introduce

foreign genetic material into rice DNA for increasing agronomic

and nutritional characteristics, the critical malnutrition problems

could be addressed with the adoption of the genetically modified

rice which is rich in micronutrients of iron, zinc and vitamin A

(Zimmermann & Qaim, 2004).

The application of GM for attaining food security has little

acceptance by the political domain. The major cause for the non-

acceptance is twofold; the first is the discontent of the political

sphere on the safety of the biotechnology for public consumption.

Science has generated evidence for safe biotechnology use for food

security. A review of 1783 scientific researches has failed to find

any credible evidence demonstrating that GM foods pose harm to

humans or animals. (Nicolia, Manzo, Veronesi & Rosellini, 2013)

provide a  review of the scientific literature on genetically modified

crop safety for  the last 10 years based on classified  scientific

published literature. The selected research papers and reports

address  the major issues that emerged in the debate (Juma, Mugabe
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& Mbote,1995) on genetically modified crops . They ascertain

that scientific research conducted so far has not detected any

significant hazards directly connected with the use of genetically

modified crops. This is also supported by Tanzania national scientists

who confirm through their research evidence there are no reported

adverse effects that have been reported from the consumption of

food products derived from GM maize (AATF & COSTECH,

2010).

Yet, there is little political domain acceptance that limit public

awareness (Lewis et al., 2010). In addition, the policy incoherence

within the institutional framework limit the adoption of biotechnology

for agriculture, food and nutrition security. For example, Tanzania

has the National Biotechnology Policy, but its implementation is

slowed by the strict liability in the Environmental Protection Act

which limits the application of biotechnology and acceptance of

GMOs in the country. Tanzania has a potential of becoming a food

basket in the Eastern  Africa (Anderson,  Ja ckson & Nielsen,

2005). It is much acknowledged that the unreliable rainfall and

drought has resulted to drought that lead to low crop production in

Tanzania because it is predominantly rain-fed.  There are 44 million

hectares suitable for agriculture, however, only 29.4 million hectares

are suitable for irrigation, whereby 2.3 million hectares are classified

as having high potential; 4.8 million hectares as medium potential;

and 22.3 million hectares as low potential. Consequently, the

agriculture sector has failed to meet the local food self sufficiency

thus contributing to food insecurity to the growing population of

44.9 million people  (URT,2012) of which 31.6 million (70%) of
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the population live in the rural areas and rely on agriculture for their

employment and income.

For example, the most devastating pest of rice in Tanzania is the

yellow mottle virus (RYMV). Although indigenous to Africa, the

disease was reported in Tanzania in 1980s and now has spread to

all the major growing areas notably in Morogoro, Mbeya and

Mwanza (Banwo, et al.,2001). The disease can cause up to 92%

yield loss on “super”, the most popular rice variety in Tanzania

(Ibid). The only viable control option for the disease is by planting

resistant varieties developed through the application of

biotechnology.  This problem could be addressed by the adoption

of genetically modified crops that have resistance to drought and

diseases.

4.0 Conclusion and Policy Implications
The biotechnology policy and the institutional framework in the
United Republic of Tanzania allows for limited development due to
the strict regulation. The Biosafety  Regulations and the National
Environmental Policy (1997) are the fundamental policy  instruments
for advancing biotechnology and adoption in the country. Whereas,
the Vice President’s Office (VPO)  is the designated National
Biosafety Focal Point  (NBFP) for  facilitating  the transfer, handling,
and use of GMOs, the Ministries of Science and Technology,
Agriculture Food Security and Cooperatives with their associated
R&D institutions have the role for developing and promoting the
adoption of biotechnology of food and nutrition security in the
country. Our review shows that despite the existence of structural
and policy framework, biotechnology adoption of the biotechnology
for agricultural development, food and nutrition security is low
amongst farmers due to the political domain incoherence and
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acceptance. On the other hand, willingness for the adoption of the
technology amongst rice farmers is high where science has proven
yield increase by 15% or more. The study further observed there
is willingness for biotechnology adoption if it provides 20% cost
saving or when the technology increase the nutritional value by
20% or more.

The paper argues that despite the policy existence, the adoption
for genetically modiefied technology in Tanzania is low. The national
agricultural policy objective statements for biotechnology state that
“development and application of agricultural biotechnologies to
address national priorities shall be promoted in line with the National
Biotechnology Policy and Bio-safety Framework;  and the emerging
research areas that promise to mitigate low production and
productivity in agriculture shall be promoted to include the
development of Genetically Modified Organisms; and public
awareness on biotechnology applications” (MAFC, 2013) hasn’t
been implemented adequately. This is attributed by the weak
linkages between research and policy decision making, which
eventually become the barriers for farmers’ adoption to
biotechnology for attaining food and nutrition security.

The study therefore, bring forward four policy implications informs
the policy decision.

Firstly, farmers are willing to adopt biotechnology when there
proved scientific evidence on safety of the technology, labour cost
saving on the technology and nutritional value on the crop products

Secondly, the policy incoherence across institutions such as the
Vice-President’s Office, Ministry of Agriculture, Science and
Technology needs to be ironed out in order to give room for the
science to operate.

Francis Mwaijande / Uongozi Journal of Management Dynamics
Vol. 25 (2) (2014) 37- 53



51

Thirdly, biotechnology awareness embedded in the National
agricultural Policy needs to be practically implemented across the
communities of practice. For this to happen, the Strict Liability in
the Environmental Protection Act needs a review to allow the
adoption of the proven biotechnology and fourthly, national
biotechnology scientists should be informing the policy decision
process regarding biotechnology safety, efficiency and effectiveness
in achieving food and nutrition security.
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Abstract

Human resource has been suggested to be one of companies’ sources
of competitive advantage if they are managed effectively and efficiently.
Taking this into considerations, Multinational Corporations (MNCs
are struggling in designing the human resource strategy that helps them
gain competitive advantage in host countries. In a globalized world
however, MNCs are in the complex pressure of finding appropriate
balance between global, home country and local practices especially
in the area of human resource management due to the fact that cultural
contexts differ significantly among nations. According to theories of
ethnocentricity, MNCs tend to transplant the dominant business strategic
practices of the country of origin into their subsidiaries and apply them
wherever they operate. Country-of-origin effect on firm’s strategic
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behavior however, can be mediated by a strong regulatory framework
in the host country. On the other side, permissive business environment
and policies that characterize developing countries give MNCs a
window of opportunity to implement their home country business
cultures. However, little is known about the influence of country-of-
origin effect on human resource strategy of MNCs operating in
developing countries by considering the permissive business
environment and policies that characterize these countries. This is a
theoretical paper based on reviews from previous empirical and
theoretical studies conducted in developed countries. Thus, this paper
provides a conceptual basis for an empirical work in filling out the
empirical gap on the influence of country of origin effect taking developing
countries context into considerations. To our knowledge there are few
studies on this specific subject that have been undertaken in developing
countries. This paves the way for further empirical work taking into
account the mushrooming of Multinational Companies in developing
countries.

Key Words:  Developing Countries; Country of Origin Effect; Human
Resource Strategy.

___________________________________________________

1.0  Introduction
Human resource can be one of  company’s sources of competitive
advantage if it is managed effectively and efficiently (Wocke, Bendixen,
& Rijamampianina, 2007; Lado and Wilson, 1994). This implies that
when human resource  is  aligned with a firm’s competitive strategy
there is a high possibility for a firm to position itself in a niche area, and
thus attain competitive advantage. Taking this into considerations,
MNCs are struggling in designing human resource strategy that helps
them gain competitive advantage in host countries. MNCs’ human
resource strategy is built by a number of factors that include home and
host country features, type of industry in which MNCs operate, their
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competitive strategy and parent companies’ top managements attitude
towards foreign subsidiaries operations. However, country’s influence
(both host and home country) in the international business depends on
how strong it is in terms of economic and geopolitical factors (Sethi &
Elango, 1995).

On the other hand, human resource strategy especially in the case of
human resource flow is culturally dependent. For instance, some scholars
argue that criteria that are used in recruitment and selection of employees
are culture-bound (Aycan, 2005). In the same vein home country
business cultures have a pivotal influence on MNCs  international human
resource strategies of their subsidiaries and due to the nature of
developing countries’ business environments and policies, most  MNCs
subsidiaries introduce the country-of-origin patterns into host country
operations. MNCs human resource flow are extremely local due to
the fact that two-thirds of their employees especially in top management
positions are nationals of their home country (The Economist, 2000).
In this paper human resource strategy of MNCs comprise four areas
as identified by Bae, Chen and Lawler, (1998); these  are; reward
systems i.e. wages and performance assessment; human resource
flow i.e. recruitment, selection, training and development; work system
i.e. control, teamwork, job specificity; and employees influence i.e.
employees participation and ownership.

This paper is divided into three sections. Section one gives an
introduction to the subject and describes the structure of the article.
Section two provides a brief introduction on what is country-of-origin
effect. Section three is devoted to give a discussion on the three
components that influence a choice of  MNCs  human re source  strategy
in host countries, the paper ends with a conclusion remarks.
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2.0 Methodology
Critics have argued that the field of human resource management
(HRM) lacks a coherent theoretical framework (Wright &
McMahan, 1992). This is a typical theoretical paper based on
reviews of previous studies with the aim of deducing propositions
and developing theoretical framework in order to fill-in the
theoretical gap that is said to exist in the field of strategic human
resource management. This paper attempts to further theoretical
developments in the field of human resource management by shifting
its focus to developing countries contexts.

3.0 Country-of- Origin Effect
Despite the argument that national differences are diminishing in the
world of global economic and technological activities, it is important to
take into considerations the dynamics of nationality as a factor affecting
the strategic behavior of MNCs in the host countries (Ferner, 1997).
With regards to this, the impact of national business culture on MNCs’
strategic behavior in host countries has been documented by various
scholars (cf. Hofstede, 1993; Rosenzweig & Nohria, 1994; Yuen &
Hui, 1993; Horwitz & Smith, 1998; Ngo, Turban, Lau & Lui, 1998).
This is what is  referred to as a country-of-origin effect and is defined
by Huang (2000) as the influence of home country business culture in
determining the strategic behavior of multinational companies in the
host countries. There are several reasons explaining why MNCs
transfer their home country business cultures to their subsidiaries. One
of them is to maintain managerial consistency among its branches
towards sustaining their competitive advantage (Huang, 2000). This is
due to the fact that standardisation of parent MNCs practices across
its subsidiaries helps to smooth the transfer of its competencies to its
subsidiaries in different countries with minimal localization to
accommodate a culture diverse from that of the MNCs original country
(Aycan, 2005) towards creating and maintaining competitive advantage
wherever they operate. In this paper, three factors are discussed which

Ashatu Kijaji & Muhajir Kachwamba/ Uongozi Journal of Management
Dynamics Vol. 25 (2) (2014) 54 - 70



58

provide the basis for the rationale behind the influence of country-of-
origin effect on MNCs’ human resource strategy in host countries.

4.0 Factors Influencing the Choice of MNCs Human Resource
      Strategy
4.1 Home country business culture
In a globalised world, MNCs are in the complex pressure of finding
appropriate balance between global, home country and local practices
especially in the area of human resource management due to the fact
that cultural contexts differ significantly among nations. Nevertheless,
according to theories of ethnocentricity, MNCs tend to transplant the
dominant business strategic practices of the country of origin (Zeira &
Harari, 1977) into their subsidiaries and apply them wherever they
operate.  This is due to the fact that companies’ management have a
notion in their mind that, a company’s competitive advantage starts at
home through the support of the country’s institutional environment as
Gomez and Sanchez (2005) document that a key to firm’s competitive
advantage is a home country’s regulatory framework. On the same
vein Hofstede et al. argue that, the home country’s cultural values have
a noteworthy consequence on the companies’ strategic behavior and
performance of subsidiaries (Hofstede, Neuijen, Ohayv & Sanders,
1990). Thus a lot of multinational companies are operating with a culture
derived from their country of origin. Similarly Lao and Ngo (2001)
present inform that MNCs country of origin have significant impacts
on how their subsidiaries operate in other countries.

Countries are heterogeneous in terms of national endowments, unique
cultural features, and deliberate policy options. Therefore, a combination
of these factors helps firms from one country to differentiate themselves
from firms originating from other countries towards creating competitive
advantage. Countries heterogeneity in terms of these factors leads
different countries to have a distinct home country business cultures
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from one another. Due to theories of ethnocentricity as presented above,
MNCs tend to move with their home country business cultures and
apply them wherever they find a strategic option in host countries. This
is due to the fact that MNCs top management have the impression
that country’s physical resources, political institutions, culturally based
traits and human resources provides them with superior competitive
advantage (Sethi and Elango, 199).  Since most of the MNCs operating
in developing countries are originating  from developed countries and
these countries have strong economic and geopolitical influence
internationally, the following proposition is formulated;

Proposition 1: Home country business cultures of
MNCs operating in developing countries have strong
and positive influence on MNC’s human resource
strategy

4.2 The influence of industry structure on MNCs human resource
       strategy
Industry structure in which MNCs operate is important towards
determining its human resource strategy. The importance of industry
structure is based on the structure-conduct-performance paradigm of
industrial organization economics by Bain (1956) and Mason (1939).
The structure-conduct-performance model suggests that the structural
conditions of each industry determine the conduct of firms within such
industry, and the conduct in this case is the strategy which a firm follows
towards creating a unique position in a given industry. The theoretical
perspective of this paradigm is concerned with identifying the structural
characteristics of each industry which in particular is Porter’s five forces
which ranges from bargaining power of buyers, bargaining power of
suppliers, pressures from the substitute products, threats of new entrants,
and intensity of rivalry between firms within a single industry (Porter,
1989).
The  importance of industry structure derives from the competitive
nature of the industry with respect to Porter’s five forces namely; threat
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of new entry, buyer power, threat of substitution, supplier power and
competitive rivalry in which MNC is operating. For those companies
operating in non competitive industries they might usually adopt the
local ways of operating their subsidiaries if and only if these local patterns
are in favor of the company like paying low wages to their employees.
Nonetheless for the companies operating in the highly competitive
industry, have to find a differentiated human resource strategy towards
recruiting and retaining potential high competitive employees. In so
doing, MNCs operating in a competitive industry introduce country-
of-origin patterns in running their companies towards positioning
themselves in a niche area which finally help them creating and
maintaining competitive advantage in such industry. For instance,
attracting the best, qualified and skilled workers together with combating
absenteeism and labour turnover is one of the traits of the competitive
labour market. In implementing this feature of the competitive labour
market, most companies in competitive labour market have introduced
various ways like providing fringe benefits to their employees as a way
of differentiating themselves from their rivals in the market (Musoke,
1989). From this discussion the following proposition is formulated:

Proposition 2: The industry structure in which  multi
national companies operate moderates the influence
of  home country business culture on MNC’s subsidiary
human resource strategy

4.3 Host country influence on MNC’s human resource strategy
It  has been argued in the literature cf. Ferner, Quintanilla, and Varul,
2001;  Kijaji, 2013; Myloni 2003 to mention but a few that, country-
of-origin effect on firm’s strategic behavior can be mediated by a strong
regulatory framework in the host country. Despite the fact that developed
countries are characterized by strong regulated environments still the
impact of national cultures on MNCs’ strategic behavior in these
countries have been documented by various scholars. As Ferner et al
document, even in the strong regulated environments some MNCs
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are able to create some sufficient flexibility to preserve some features
of their home country business cultures (Ferner, Quintanilla, & Varul,
2001) in determining their strategic behavior. Strategic behavior is
defined as a set of activities that firms take to manipulate the business
environment in order to develop and maintain their position in the market.

Contrary to this, developing countries are characterized by weak or
permissive regulatory frameworks together with the sparse capacity
of trade unions towards monitoring the MNCs strategic behaviors
(Patel and Baboo, 2003). This situation gives a window of opportunity
to MNCs operating in developing countries to practice and implement
their home country business cultures. With respect to this, Ferner (1997)
documents that organisations have  two primary strategic options where
management finds strategic choices in host countries,

The first is to adapt to the environment of the host
country, adopting local patterns which may differ
significantly from those of the country of origin. The
second alternative is to attempt to create what might
be called ’cross-national isomorphism’; that is, to
introduce country-of-origin patterns into host country
operations1.

As presented above the first option is usually the choice for the
companies operating in non competitive industries while the second
option is for the companies operating in high competitive industries.

On the other hand one might ask ‘why should developing countries
opt for the permissive business environments?’ The permissiveness of
developing countries business environment can be said to be  a result
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of the global force to these countries towards opening up their economies
with conditions of operating with global rules but forgetting that these
global  rules  are  formulated by the developed countries with the
influence of their MNCs as Ramamurti, (2004) argues that;

…in the last 10-15 years MNCs have become particularly
adroit at working through home governments and
international institutions to rewrite global rules to suit their
own interests, as a result, developing countries have found
themselves with less and less policy wiggle-room for
regulating MNCs2

Another possible explanation to this is the degree to which developing
countries are dependent on foreign MNCs. It has been argued that in
countries where this level of dependence is high, the possibility of foreign
MNCs to have a substantial collective impact on the nature of the
business system in host countries is high (Kijaji, 2013; and Gunnigle,
et al., 2003). Most of developing countries depend heavily on
multinational companies since MNCs provide employment
opportunities for the citizens of these countries, thus, most of these
countries worry of losing employments for their citizen if they put tight
restrictions on how MNCs should behave.

On the other hand, as a result of the open market policies, developing
countries in the last decade have experienced a rise in foreign direct
investment (FDI) inflows and mostly these FDI flows through
multinational companies (MNCs). The high rate of FDI inflows in
developing countries together with the permissive business environment
in these countries as shown above present the needs of understanding
the impact of country-of-origin effect in MNCs human resource strategy
in host countries in this case developing countries. In recognition to

Ashatu Kijaji & Muhajir Kachwamba/ Uongozi Journal of Management
Dynamics Vol. 25 (2) (2014) 54- 70

1 Ramamurti, R. R. (2004) “Developing Countries and MNEs: Extending and

Enriching the Research Agenda” Journal of International Business Studies



63

this, Ramamuti (2004) and Kijaji (2011) pay attention that there is a
need for the international business (IB) scholars to study the impact of
developing countries business environment on MNCs behavior in these
countries. Thus, the third proposition is formulated as follows:

Proposition 3: Permissive business environments that
characterize developing countries influence
MNCs subsidiaries positively to adopt home country
business cultures in designing and implementing their
human resource strategy.

Reciprocating to this, some scholars argue that rewards system of
MNCs operating in developing countries are different from one another.
This results into huge divergence when comparing total pay-packet of
the same employee with the same qualifications and position in the two
different MNCs’ subsidiaries (Hussein, 2010; Ryen & Habi, 1999).
In this regards, MNCs do design and implement their human resource
strategy for their subsidiaries in ways that are different from those of
their host countries (Brewster, Wood, and Brooks, 2008). However,
little is known about the reasons for these divergences of the MNCs
human resource strategy in developing countries.

Bae, Chen and Lawler (1998) argue that most studies on the
international human resource management have not focused on the
overall human resource strategy of the MNCs’ subsidiaries. Instead,
they mostly concentrate on a single type of employment practices.
Hence this paper is designed to serve this purpose by looking on the
influence of country-of-origin effect on human resource strategy of
MNCs operating in developing countries by considering the permissive
business environment and policies of these countries. From the above
discussion the following conceptual framework is developed;
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Figure 1 Conceptual Framework

The above figure illustrates that home country business culture has
a direct relationship to MNCs human resource strategy. As pointed
out earlier human resources of any organisation is one of the sources
for the company’s competitive advantage if they are managed well.
In such a case MNCs are willing to export their home country
business culture to host countries in the argument that it is this culture
that has helped them nurture well in their home country assuming
that it will also work in the host country. The figure also postulates
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that host country business environment moderates the relationship
between home country business culture and MNCs human
resource strategy. In the laxity host country business environment
as the case in most developing countries it is assumed that MNCs
business culture might have a high influence on MNCs human
resource strategy in host countries. On the other hand, in the strong
business environment, it is very unlikely for the MNCs export their
home country business culture to the host country. Furthermore,
the figure also suggests that host country business environment has
the direct relationship with MNCs business strategy.

The figure also hypothesizes that industry structure in which the
MNCs operates moderates the relationship between MNCs
business culture and its human resource strategy in the host country.
In a situation where there is high competition in the industry then,
MNCs has to find a way on how to manage the competitions locally
and thus its human resource strategy in a way may differ significantly
from that of the home country. Accordingly, the industry structure
has a direct relation with MNCs human resource strategy. In so
doing MNCs assess the supplier power, threat of substitution, the
threat of new entrants and competitive rivalry in the industry they
operate so that they choose the optimal human resource strategy.
For instance, if the number of competitors is quite high then a MNC
would wish to find a way of differentiating itself in the market so
that it can be able to recruit best brains in that specific industry. In
so doing it might deviate from the home country business culture.

5.0 Conclusion

Critics have argued that the field of human resource management
(HRM) lacks a coherent theoretical framework. This paper attempts
to further theoretical developments in the field of human resource
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management by shifting its focus to developing countries contexts.
Human resource has been suggested to be one of companies’
sources of competitive advantage if they are managed effectively
and efficiently. Taking this into considerations, Multinational
Corporations (MNCs are struggling in designing the human resource
strategy that helps them gain competitive advantage in host countries.
In a globalized world however, MNCs are in the complex pressure
of finding appropriate balance between global, home country and
local practices especially in the area of human resource management
due to the fact that cultural contexts differ significantly among nations.
This is a theoretical paper based on reviews from previous empirical
and theoretical studies conducted in developed countries. Thus,
this paper provides a conceptual basis for an empirical work in
filling out the empirical gap on the influence of country of origin
effect taking developing countries context into considerations. To
our knowledge there are few studies on this specific subject that
have been undertaken in developing countries. This paves the way
for further empirical work taking into account the mushrooming of
Multinational Companies in Developing Countries and the
permissiveness of their institutions. The suggested propositions form
a basis for an empirical work on how MNCs operationalize their
human resource strategies in developing countries contexts.
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Migration and Origin-Destination Interactions:

Potential or Constraint to Development?

The Lesson from Ileje and Mbozi Districts, Tanzania
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_________________________________________________

Abstract
This paper discusses the Ileje-Mbozi interactions as potential or

constraints to development in both districts, based on a study that
was conducted in 2011. A sample of 496 and 551 heads of households

was drawn from villages that have a good number of migrations in
Ileje and Mbozi Districts respectively. To achieve the above

objective, this paper used a combination of qualitative and quantitative
methods. The study draws on data from field survey, interviews,

questionnaires and focus group discussion. The analysis focuses on
the return migration and socio-economic interactions. Generally, the

study observed that the study area has a long history of interactions
between Mbozi and Ileje in terms of information flows or contacts,

trade, flow of resources, transmission of language, norms and
traditions, remittances in cash or in kind. Finally, its implications to

development. This article is divided into four sections. The first
introductory section is followed by section two that present research

design. The third section is about results and discussion, and the last
one draws the conclusion and provides lesson implications to

development.
_______________________________________________________
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1. 0 Introduction

Tanzania, like its neighbouring countries has had a long history of

internal migration as people had freedom to move where they wanted

to without restriction, until when they were colonized at the end of

the 19th Centuary. The freedom to move was affected by the

introduction of colonial policies that restricted ‘native Tanzanians’

to rural under developed areas. Furthermore, after independence

in 1961, the decentralization process created new town capitals

and increased migration to these destinations (Oucho, 2014). The

theme of “origin-destination interactions” has drawn a great attention

in research and development due to its significance in development

discourse. On the one hand, migration poses certain challenges

and on the other provides opportunities for the migrants themselves

as well as for areas of origin and destination (Sokoni, 2011).

With increasing globalisation, local contexts of development are

more influenced by interactions within wider districts. In this context,

interactions can be divided into two broad categories, spatial and

sectoral interactions. Spatial interactions include flows of agricultural

commodities from one area to another, and in the opposite direction

flow of manufactured and imported goods from one point to another.

They also include flows of people commuting between two districts

either daily or seasonally to destination-based services and

administrative centres. Flows of information on markets, price

fluctuations between destination and original areas are also other

types of interactions. Finally, the financial flows including remittances

from migrants to relatives and communities. The  flow of goods

and services involve the transfer of income, people and capital

from one place to another among house holds dispersed in the

Christopher A. Mulungu/ Uongozi Journal of Management Dynami cs
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settlements villages and towns, origin and destination, and continue

to circulate between Ileje and Mbozi. Moreover, World Bank

(2011) found that changes in national migration policies that increase

the flow of migrants even minimally bring significant economic

benefits to sending and receiving areas, in addition to transforming

the lives of individual migrants and their families.

The aim of this paper is to assess the origin-destination interactions

to the development of both districts. It analyses the nature of

interactions between two areas and traces the development impact

associates with them, types of interactions and remittances

associated with migrants. The discussion analyses the out-migration

interactions between Ileje and Mbozi in terms of information flow

or contacts, remittances in cash and goods to their families back

home and their implication to fuelling development in the area of

origin and destination.

2.0 Methods and Materials

The study was conducted in Ileje and Mbozi Districts. Ileje district

is one of the least developed in Mbeya Region. It is also one of the

leading District in out-migration in the Region and the country as a

whole (Mbonile, 2008). Ileje people are spread out in almost all

districts in Mbeya Region, with Mbozi being relatively the leading

one. Hence, Mbozi District has been chosen because most Ileje

people migrate Mbozi than to other Districts. Generally, Mbozi

receives migrants from Ileje and Rungwe Districts, who move to

the area primarily to establish new settlements. Almost every

household in Ileje District has experienced out-migration.

Christopher A. Mulungu/ Uongozi Journal of Management Dynamics
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Ileje District is located in the south Western part of Mbeya Region.

It lies between latitudes 9o 14'-9o 37' South and longitude 32o 80'

and 33o 45'. It is bordered by Kyela District in the East, Rungwe

District in the North East, Mbozi District in the North West and

Mbeya District in the North. Also, River Songwe in the South marks

the boundary with Malawi (Fig.1). Mbozi District is located in the

South Western corner of Mbeya Region, between Latitudes 80

and 90 12' South of the Equator and Longitudes 320 7' 30" and

330 2' 0" East of Greenwich Meridian. With Songwe River to the

North, Mbozi District extends to Lake Rukwa where it shares

borders with Chunya District. To the West, it shares borders with

Rukwa Region and Zambia (Fig 2).
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Figure.1: The Location of Ileje District
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2.1 Study Design

This is an exploratory study design and was not guided by any

pre-assumptions such as hypotheses but rather used research

question. Qualitative information were collected through the use of

interviews, observation and Focus Group Discussions. Quantitative

data was collected through questionnaires and documentary

reviews. Generally, information on the number of divisions, wards,

villages, accessibility and population of each district was obtained

from respective district offices.

2.2 Sampling Procedure and Sample Size

Several stages of sampling were employed in this study. The first

stage involved the selection of the area of study. Two districts namely

Ileje and Mbozi were purposefully selected because of their

proximity to each other. The next stage was the sampling of divisions,

wards and villages the research were conducted was randomly

selected. To achieve the overall objective in obtaining the target

population based on the discussion with Ileje district officials and

key informants. It was established that most of wards in Ileje were

facing the problem of out-migration. The heads of households were

randomly sampled from the selected division, wards and villages

for interview. Whereas migrants in Mbozi District were captured

using snowball sampling method. The researcher made initial

contacts with a small group of people (known individual migrants)

and used them to establish more contacts with other potential heads

of households. The sample size was drawn from Ileje and Mbozi

Districts, depending on the number of heads of households at the

place of origin (Ileje) and the place of destination (Mbozi). The

total numbers of 1047 heads of households were involved in the
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study, where 496 heads of households were covered in Ileje and

551 heads of households in Mbozi: The sample was drawn using

Kothari’s formula. The household survey conducted among heads

of households between July 2010 and December 2010 in Ileje

and Mbozi Districts.

3.0  Results and Discussion

3.1 Demographic and Socio-economic Aspects of Surveyed

      Heads of Households

The age distribution of the heads of households in the study areas

is presented in Table 1. In Mbozi District, 0.9 percent of the heads

of households were aged less than 25 years. The majority heads of

households were aged 41-50 (32 %). In terms of sex, 57 % of the

heads of households were males and 43 % were females. In Ileje

District, on the other hand, 4.6 % of the heads of households were

aged less than 25 years. Whereas 34.4 % of heads of households

were aged 41-50 years. And 14.5 % heads of households were

aged 21-30 due to high youth out-migration in Ileje District. In

terms of sex, 83 % of heads of households were males and 17

percent were female.
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Table 1: Age Distribution of the Heads of Households in Ileje

             and Mbozi Districts

Generally, males dominated as a heads of households in the largely

patriarchal settings. Out of 496 heads households in Ileje District,

40 % were female headed households and 60 % were male-headed

households. This concurs with FAO (1997) reported 30 % of

female-headed households for Ileje District in Mbeya. These female-

headed households were largely composed of divorced, widows,

separated or left behind women due to heavy seasonal out-

migration. Again, this observation concurs with the 2007 NBS

which indicated that women heading households tend to be

widowed, divorced or separated (NBS, 2007). In Mbozi District,

the situation was different. In Mbozi District, out of 551 heads of

 
Ileje District 

 
Mbozi District 

 
Age 

 
Heads of Households 

 
Percentage 

 
Heads of Households 

 
Percentage 

 
< 21 

 
23 

 
4.6 

 
5 

 
0.9 

 
21-30 

 
72 

 
14.5 

 
85 

 
15.4 

 
31-40 

 
74 

 
14.9 

 
178 

 
32.3 

 
41-50 

 
171 

 
34.4 

 
117 

 
21.2 

 
51-60 

 
167 

 
33.6 

 
72 

 
13.1 

 
61-70 

 
43 

 
8.6 

 
49 

 
8.9 

 
> 70 

 
18 

 
3.6 

 
45 

 
8.2 

 
Total  

 
496 

 
100 

 
551 

 
100 
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households (93 %) were male-headed households and only 7

percent were female headed-households.

Table 2: Heads of the Households in Ileje and Mbozi District

 
Ileje District 

 
Mbozi District 

 
Heads Status 

 
Heads of Households 

 
Percentage 

 
Heads of Households 

 
Percentage 

 
Adult men 

 
298 

 
60 

 
512 

 
93 

 
Adult female 

 
198 

 
40 

 
39 

 
7 

 
Total 

 
496 

 
100 

 
551 

 
100 

 

Marriage is an important factor in determining the stability of a

family. Slightly the majority of the heads of households in Ileje

(89.5 %) were in union at the time of study (Table 3). The remain-

ing 7.6 percent were divorcees, or those living in separation and

widows. Only 2.8 percent of the heads of households were single.

This is in line with the observation noted during the 2007 NBS

where it was indicated that, while the majority of male household

are married, women who head households tend to be widowed,

divorced or separated (NBS, 2009).
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Table 3: Marital Status of the Heads of Households in Ileje

              and Mbozi Districts

 
Ileje District 

 
Mbozi District 

 
Marital Status 

 
Heads of Households 

 
Percentage 

 
Heads of Households 

 
Percentage 

 
Married  

 
444 

 
89.5 

 
431 

 
78.2 

 
Divorcees  

 
15 

 
3 

 
44 

 
7.9 

 
Widowed  

 
23 

 
4.6 

 
69 

 
12.5 

 
Single  

 
14 

 
2.8 

 
7 

 
1.3 

 
Total  

 
496 

 
100 

 
551 

 
100 

 

From Table 3 above, it can be observed that only 1.3 percent of

the heads of households in Mbozi District were single, 78.2 %

were married and 12.5 % were widowed. The divorcees accounted

for 7.9 percent of the heads of households. Marriage is common

and expected of every one as more than 50 % of the heads of

households were married before age of 25. By age of 49 assumed

that every man and woman was already married. On the contrary,

the proportion of women who were widows, divorcees or living in

separation was higher than that of males.

Education is a key determinant of the life style and status an

individual enjoys in a society. It provides people with knowledge

and skills that can lead them to better quality of life (NBS & Macro,

2000). Table 4 below shows that about 60.5 % of the heads of
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households in Ileje completed primary education; followed by 20.2

% others with no formal education hence illiterate. Also, 10 % of

the heads of households had secondary school. Those who had

attended other courses were 9.3 percent. The proportion of those

who attended university education was almost absent. The findings

show that, the high proportion of those who had not attended any

schooling was in the older age groups of above 50 years. These

grew up in a period when schools were few in the colonial and

early post-independence periods. Education levels impact the ability

of a person to be economically productive by accessing

employment opportunities and/or engaging in economic production

which may increase or decrease out-migration.
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Table 4: Education Level of the Heads of Households in Ileje

              and Mbozi Districts

 
Ileje District 

 
Mbozi District 

 
Education Level 

 
Heads of Households 

 
Percentage 

 
Heads of Households 

 
Percentage 

 
Non-formal 

 
100 

 
20 

 
77 

 
14 

 
Primary 

 
302 

 
61 

 
314 

 
57 

 
Secondary 

 
49 

 
10 

 
94 

 
17 

 
Other courses 

 
45 

 
9 

 
66 

 
12 

 
Total 

 
496 

 
100 

 
551 

 
100 

 

Source: Ileje-Mbozi Migration Survey, 2010

It was found out that in Mbozi District, 57 % of the heads of

households had completed primary education; followed by 17 %

with secondary education and 14.5 % with no formal education.

Those who had attended other courses were 12 %. Diploma holders

and graduates in both districts were absent because the majority

of them had migrated to major urban areas to seek employment.

In terms of gender, many females in both Districts had no formal

education, or had just been up to primary school. In fact, most of

the people who migrated from Ileje to Mbozi District completed

primary education; hence participate in rural-rural migration. It was

also found that the heads of households in Ileje district were more
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disadvantaged in terms of secondary education and other courses

attainment. About 19 % of heads of households in Ileje District

had secondary education and other courses; compared to 29 % of

those in Mbozi District. Similarly, there were many heads of

households in Ileje District than in Mbozi District who had no formal

education (20 % and 14 %, respectively).

3.2 Socio-economic Interactions

Information from Focus Group Discussions showed that Ileje

migrants in Mbozi maintained socio-economic interactions and

information flows with the people at the place of origin through

letters only, both letters and visits and both visits and telephones.

Social interactions include visiting patterns, social group interactions

between Ileje people in the place of origin and Ileje migrants in the

place of destination, religion and culture particularly in maintenance

of language. Economic interactions include market patterns, raw

material flows, production interactions and technological transfer.

On the whole, many households in the areas of origin and destination

use socio-economic interactions as a survival strategy, whereas

wealthier households use it as a part of capital accumulation strategy.

Douglas (1998) asserts that, the landscape of daily life for rural

households includes both the origin and destination elements. Thus,

interactions are an integral part of local reality for migrant household

members carrying out diverse tasks of generating income on and

off-farm. These linkages are crucial for the livelihood of the poor in

both the areas of origin and destination. Socio-economic interactions

can be divided into two broad categories; spatial and sectoral

interactions. Spatial interactions refer to flows of agricultural
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commodities from one area to another and the flows of manufactured

and imported goods from one point to another in the opposite

direction. Such interactions also include flows of people commuting

between two districts, either on daily or seasonal to destination-

based services and administrative centres. The flow of goods and

services involve the transfer of income, people and capital from

one place to another among households dispersed in the settlements

(Mushi, 1994). Consequently, the exchange of goods and services

cumulatively bring about multiplier effects that contribute to

enhanced livelihoods in both areas of origin and destination in the

long run. Understanding socio-economic interactions provides the

basis for establishing measures that can improve the livelihoods of

both areas. Migrants can effectively link villages and towns, places

of origin and destination by a continuous to circulation of migrants.

3.2.1 Return Migration and Socio-Economic Development

This study was intended in determining where migration has ceased

to be an agent of socio-economic change in Ileje. The results of

the study indicated that in wards, returnees have better houses

than non-migrants. Indeed, migration may have a positive impact

on poverty alleviation if the migrants return to their area of origin

and when they remit capital and other resources to that area

(Chilivumbo, 1985). The study established that Ileje migrants in

Mbozi still maintain their links with households in Ileje through

visitations at least once or twice per year. They also remit their

earnings to help to alleviate poverty back home. They also remit

home consumer goods such as sugar, clothes, soap and salt. Such

remittances amount to a partial survival strategy of Ileje households.

Others remit money for paying school fees and buying school
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uniforms, and items such as fertilisers, which slightly help to improve

agricultural production in the district. In terms of fixed assets, a

proportion of migrants in Malawi have also invested in houses and

farms back home, what may have a big impact on development

and survival strategy in the district. Seasonal migration in the district

appears far more important in terms of returns than permanent

migration.

Asked to give their view on the role of migration in the development

of the District, most of the heads of households (94.7 %) stated

that migration at the community and District level had both positive

and negative impacts on the development of Ileje (Table 5) and

their contention was that out-migration drains manpower from the

area and migrants concentrate on developing the area of destination

more than the area of origin in terms of participation in village

activities as well as making development-oriented contributions as

well as a remittances and investments from return migrants. As

Eshlemn (1978) observed that out-migration also have profound

effects on the lives of migrants’ family members remaining at home.

Indeed the migration of close family members, especially spouses

and a dear child, significantly increases depression and loneliness

among members left behind. In the case of resulting female-headed

households, they are more likely to be poor than those of their

male counterparts. However, in Kenya and Malawi there were

cases where female-headed households with access to resources

and remittances were better off than male headed households

(Dungumaro, 2007).
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Table 5: The Role of Migration in Development of Ileje

                District

3.2.2 Maintenance of Social Relations

Despite the fact that Ileje migrants in Mbozi District are confronted

by a lot of problems, this does not stop them from maintaining links

with their areas of origin through different measures such as phoning,

letter writing, visitations and sometimes remittances. In terms of

visitations, the majority of migrants visit the area of destination once

or twice in a year. In terms of remittances they furnish their home

villages with luxury goods such as clothes, sugar, soap, and salt.

Only small proportions remit agricultural inputs such as fertilisers.

Generally, Ileje migrants in Mbozi District maintained social relations

with their relatives in Ileje through visitations, traditional rites such

as burials and marriages, normal communication and trade.

Migrants also link up with their families through remittances in cash

or in kind. Remittances sent back by the migrants lead to significant

increases in heads of household’s income and help to improve the

quality of life for those left behind in the family. Migrants interact

 
The Role of Migration  

 
Heads of Households 

 
Percentage 

 
Old people, young and women left  

 
280 

 
65.5 

 
Wealth and other resources  

 
145 

 
29.2 

 
Remittances help the development  

 
20 

 
4.0 

 
The status is raised 

 
51 

 
10.3 

 
Total  

 
496 

 
100 
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with their home families largely for cultural reason. Informants at

Malangali ward reported that it is common practice to bury a dead

at his area of origin, and it is a requirements for migrants to attend

such social/cultural functions in their original homes as it is the case

in other parts of the country These functions include burial, initiation

ceremonies and religious celebration. Also, migrants play part in

accessing and developing resources in their home villages. Indeed,

in the case of Ileje migrants in Mbozi District, that the existence of

relatives and friends is sometimes more important than economic

motives simply because most prospects migrants must have a base

before being self-reliant after arrival in the District.

Table 6: Maintenance of Social Relations

 
Types of Relations 

 
Heads of Households 

 
Percentage 

 
Visitations  

 
140 

 
25.4 

 
Socio-cultural issues  

 
292 

 
53 

 
Remittances 

 
18 

 
3.3 

 
Normal communication 

 
80 

 
14.5 

 
Trading  

 
21 

 
3.8 

 
Total  

 
551 

 
100 
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3.2.2.1 Visitation

This study showed that Ileje migrants in Mbozi District maintain

social links with their areas irrespective of difficulties they face.

Similarly, Collier et al., (1986) observed that visits and remittances

were major factors which link migrant households in the area of

origin and the migrants’ home in the area of destination. The findings

show that 25 % visits their home twice a year, 22.9 % once in two

years, 19.1 % once every year and 27 % make frequent visits only

6 percent indicate that they make no any visit (Table 7). Visits to

Ileje in turn increase cases of out-migration due to the exchange of

information between these migrants and those left behind in the

place of origin. As it was convinced that life in Mbozi was relatively

better than in Ileje, those who remained behind were prompted to

migrate as well. Ileje people who migrate in the contemporary period

are received by their relatives who had migrated earlier. The

prospect of getting enough land in Mbozi District is tempting for

some Ileje residents. Such interactions act as a positive stimulus of

of migration and therefore, more and, more leave Ileje for Mbozi

District.
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Table 7: Number of Visitations of Migrants

 
Number of Visits 

 
Heads of Households 

 
Percentage 

 
Once every year 

 
105 

 
19.1 

 
Twice every year 

 
138 

 
25.0 

 
Once in two years 

 
126 

 
22.9 

 
Frequent 

 
149 

 
27.0 

 
No visits 

 
33 

 
6.0 

 
Total  

 
551 

 
100 

 

This study showed that (27 %) frequent visit their home villages.

Frequent visits by migrants to their home villages are important as

it enhances the migrants’ affiliation to their home communities. A

migrants’ visit is a medium of channeling resources to the home

village as the migrants is likely to support the family during ones

stay in the home village. Through such visits a migrant is informed

about current needs and issues for development of the home vil-

lage. Also, the migrants establishes claim to the family resources,

and may use the visit to perform supervisory role on the manage-

ment of resources one owns in the village. Informants indicated

that low income is a major reason for migrants less frequent visits

to their village homes. The ability of migrants to commit resources

for visits to and development of, their home villages if often limited.
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A migrant’s visit involves taking various responsibilities that often

discourage their frequent visit and commitment of resources to their

home villages. On the whole, there were continuous visitations

between the people of Ileje and Mbozi Districts due to close ties

between the people with some ancestral and ethnic roots. As dis-

cussed earlier, Ileje people are confronted with a lot of problems

in the area of origin and migrate to seize that opportunity to help in

whatever they can to make a difference back home. Visitations

and remittances help to strengthen the Mbozi-Ileje link. Swilla (2005)

also observed that many Ileje migrants in the district, particularly

the aged middle groups, made regular contacts with close relatives

in Bundali (parents, siblings) whom they visited. Conversely rela-

tives in Bundali reciprocated those visits and sometimes decided

to settle in Mbozi. In fact, a few heads of households had brought

their ageing parents to live with them in Mbozi. Another important

factor for the maintenance of visits sterns from the fact that, the

migration of the Ndali people from Bundali to Mbozi does not

appear to have disrupted their way of life. Hence on reciprocal

visits where in Mbozi or Ileje they feel very much at home. Indeed,

there is a close interrelationship between households in the area of

origin and destination evident through visitations and remittances

(Collier et al., 1986; Adepoju, 1989; Hazelwood, 1989).

3.2 .2 .2 Socio-Cultural Linkages

This study showed that 53 % of the migrants from Ileje maintain

social links with their people in the place of origin by attending

burials and marriage ceremonies. In fact, those who did not migrate

with their family usually go back to Ileje to marry. They also still

attend different ceremonial occasions at home such as burials and
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clan meetings. Migrants interact with each other largely for cultural

reasons, key informants at Ihanda (Mbozi) reported that it is

common practice to bury a dead mature person at the area of

destination and it is a requirement for dwellers from the area of

origin to attend such social/cultural functions in the area of

destination of the migrants. These functions include burial, initiation

ceremonies, etc. also, migrants play part in accessing and developing

resources in the area of origins.

3.2.2.3 Trading Interactions

The availability of a good road network and reliable railway line,

telecommunication links and potential business opportunities makes

Mbozi a good partner for Ileje district. Most of food crops, forest

products and livestock from Ileje are brought and sold in Mbozi

District. Moreover, the vegetables, fruits, bananas, avocado,

bamboo goods and timber are carried to the border town of

Tunduma for sale. These commuters from Ileje find accommodation

with their migrant relatives in Mbozi District. Similarly, Ileje people

in Mbozi District travel to Ileje to sell commodities or buy agricultural

produce and animal products to sell in Mbozi and other areas. The

high travel frequency between the two areas suggests that the

linkages between two districts are fundamental and significant. Many

households in the two districts depend on these linkages to sustain

their livelihoods. Furthermore, Ileje traders use migrants in Mbozi

District as agents, locally known as ‘dalali’ in buying and selling

goods from farmers and other traders/buyers. This study revealed

the supplies of wood timber to Mbozi markets for furniture and
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construction. The booming construction industry in district centres

such as Mlowo, Vwawa, Tunduma and Ihanda, has benefited from

access to this resource. On the whole, it was established that Ileje

business people have a large commercial link with Ileje business

migrants in major commercial centres in Mbozi District such as

Vwawa, Mlowo and Tunduma and exchange goods and services

(Table 8).

Table 8: Areas Where Goods are marketed from Ileje in

Mbeya Region

 
Areas where Goods are Sold  

 
Heads of Households 

 
Percentage 

 
Weekly markets 

 
40 

 
22.6 

 
Isongole 

 
30 

 
16.9 

 
Tunduma 

 
27 

 
15.3 

 
Vwawa 

 
12 

 
6.8 

 
Kyela 

 
6 

 
3.4 

 
Tukuyu 

 
8 

 
4.5 

 
Mbalizi 

 
10 

 
5.6 

 
Mbeya City 

 
44 

 
24.9 

 
Total 

 
177 

 
100 
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Although doing business within Ileje district is limited (as cited 39.5

% of the heads of households) it has to a certain extent promoted

the growth of internal trade. Various goods are generally marketed

in major trading centres or in weekly markets and at Isongole. The

main markets of goods from Ileje District are Tunduma and Vwawa

(22.1 %). Others were Kyela, Tukuyu, Mbalizi and Mbeya City

(38.4 %).

3.2.3 Migrants Contribution to Development of their Home

          Villages

In this study, about 51.5 % of the heads of households remitted

soap, salt, sugar, fertilisers, corrugated iron sheets and home utensils

while others managed to send money for building houses for their

parents. Another 19.6 % of the heads of households did not remit

any substantial amount of cash to the district but maintained links

with home. Similarly, Parnwell (1993) observed that in most cases

people left behind in the villages often look found to remittances

for their support. Nevertheless, the out-migration remittances were

spent on a variety of goods such as houses, weddings, rituals, kinship

networks, agricultural production and technology, clinics, schools,

education and healthcare. Although not all of these aspects have a

macro ‘economic development’ effect (i.e. in increasing GDP), they

had a symbolic value, and were critical to the well-being of poor

people in Ileje. Historically, out-migration has been a key factor in

shaping sub-Saharan Africa’s settlement pattern and in contributing

to household livelihood (Takoli, 2002). As observed by Clark

(1986) and Stark (1991) across Sub-Saharan Africa there is

evidence that out-migration forms part of a rural household strategy

to diversify their sources of income. Rural households or extended
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families will seek to reduce the risk of their income streams by

sending one or more of their family members to work in cities.

Furthermore, the study has revealed that remittances form a very

crucial means of linkages between Ileje migrants in Mbozi District

and their family members living in Ileje district. The remittances

received are of two types, that in cash and kind or physical items.

This pattern of receiving remittances from migrants shows that

linkages between Ileje and Mbozi do not only and just in contacts

but also in form of material assistance and support.

3.2.4 The Extent and Nature of Remittances

The study has revealed that remittances form a very crucial means

of linkages between Ileje migrants in Mbozi District and their family

members living in Ileje District. The remittances received are of

two types, that in cash and kind or physical items. This pattern of

receiving remittances from migrants shows that linkages between

Ileje and Mbozi do not only and just in contacts but also in form of

material assistance and supports. Historically, out-migration has

been a key factor in shaping sub-Saharan Africa’s settlement pattern

and in contributing to household livelihoods (Takoli, 2002). As

observed by Clark (1986) and Stark (1991) across sub-Saharan

Africa there is evidence that out-migration forms part of a rural

household strategy to diversify their sources of income. Rural

households or extended families will seek to reduce the riskiness

of their income streams by sending one or more of their family

members to work in cities
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Table 9: Cash Remittances Received by Ileje People from

   Ileje Migrants in Mbozi District and Uses

However, the monetary remittances received in the District from

migrants tend to be small as 51.5 % of the heads of households in

Ileje received less than Tshs.100, 000 per annum. In fact, older

people tend to express generally their dissatisfaction with young

migrants who go out seasonally and return with nothing to show

for except clothes for themselves, having spent all their income just

to feed themselves. Nevertheless, out-migration has been proven

to be of substantial benefits to individual migrants and their families

in addition to bearing a significant impact on economic development.

Because of the poor economic strata of Ileje people, it is necessary
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Amount Earned Per Year 
(Tshs.) 

Head of Households Percentage 

<100,000 50 51.5 
Between 101,00-200,000 30 30.9 
>201,000 17 17.5 
Total 97 100 
Types of Remittances   
Fertilizers 12 12.3 
Money 35 36.1 
Sugar, clothes, salt, soap etc 50 51.5 
Total 97 100 
Uses of Remittances   
Buying domestic utensils 55 56.7 
Buying agricultural inputs 
i.e. fertilizers, pesticides 

20 20.6 

Paying school fees and 
uniforms 

10 10.3 

Building of houses 12 12.4 
Total 97 100 
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for some members of the households to migrate to generate income

for the survival of these households. As observed by Nyberg–

Sorenson (2002), migration can have a direct effect on poor

peoples’ livelihoods, as migrants remit money to their families to

sustain their livelihoods and social relations. Moreover, migration

can act as a social security mechanism for poor households

(Schrieder and Knerr, 2000; Sabates-Wheeler and Waite, 2003).

Indeed, for many poor households and individuals across the world,

remittances now constitute a major source of income, insurance

and capital accumulation.

The remittances can directly flow into the pockets of the poor but

benefits can also be indirect. For example, a research in Mexico

indicated that benefits may even accrue for households that do not

receive remittances (Taylor, 1999). The households remit money

for the construction of houses or upgrading the village huts into

modern structure. In the place of origin, the resultant construction

jobs would benefit neighbours without migrants. Furthermore,

studies conducted in Lesotho revealed that, migration is a very

important source of income for the population. Information data

revealed that remittances were made through various channels such

as different pay visitations made by miner workers to the families a

well as friends. Such remittances were used in purchasing farm

implements, clothes and merchandise (Oucho, 2010). Moreover,

the study conducted by Van (1960) in Zambia reveals that among

the Tonga people, migration had a positive impact as it strengthen

the economy of society and provide the income needed to the

household level.
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This was also true in Ileje where house construction due to

remittances provided jobs for builders in the villages of the migrants.

Indeed, the livelihood outcome depends on a number of issues.

First, the outcome depends on how much it is remitted and into

what kind of context. This relies on whether the migration is a survival

or accumulative strategy (Deshingkar and Start, 2003). Secondly,

the outcome depends on how the remittances are spent and over

what period. For example, some investments might only pay

dividends to future generations. The debate revolving around

migration’s impact on development and poverty reduction usually

seeks to propose policy which encourages fairer flows of people,

money, skills and knowledge. The positive effect of migration in

the area of origin (Ileje District) is relatively limited, but out-migration

did help to transform poor areas. Although remittances are thought

to contribute relatively little and the absence of the most productive

members of households might have a negative effects on agricultural

development, contributions of migrants are more significant than

this suggests. First, analyses of continuing poverty in areas of out-

migration (Ileje District) need to consider mitigating factors. Poverty

in Ileje could have been worse if out-migration opportunities not

existed for respondents of the District. Second, migration can help

to reduce poverty through remittances and cushion the lives of those

left behind, even though in many cases it does not radically improve

the living conditions.

However, the ability of migration to transform social and economic

situations of the area of origin should not be overstated. Yet a focus
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on tangible monetary returns neglects other aspects that help to

reduce vulnerability in poverty-stricken rural areas. As observed

by Haan (1999), absent young men do not eat from the common

pot hence households may cope with periods of food insecurity.

Moreover, earnings by young women may not contribute directly

to the household income, but the accumulations from marriage

expenses imply significant household savings. Finally and more

significantly, the seasonal out-migration in the district of youngsters

helps to reduce tensions within households over land and scant

monetary rewards that may be almost non-existent. In this regard,

seasonal out-migration helps households to improve their social

and economic situation albeit in a limited manner for most families.

On the whole, a distinction may be made between situations where

remittances contribute to a livelihood survival strategy as opposed

to accumulative. For the remittances to constitute a survival strategy,

households meet basic needs and sustain family members they

should help. An accumulative strategy, remittances enable migrants

lend or save money, thus enabling households to overcome abject

poverty or live significantly above the poverty line. In fact,

remittances help to improve the physical conditions or assets of

the family left behind (Campbell, 2008). This improvement in living

conditions is reflected in the type of housing, clothing, and food

available to the families of migrants.

Furthermore, heads of households in Ileje district explained during

interview on how they benefited from the migrants/relatives in Mbozi

District, 17.5 % of the heads of households said that they received

skills of building modern houses and new knowledge of farming.
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Other indicated clothes (43 %), and monetary remittances (19.6

%). A good number of the heads of households received nothing

from their relatives in the district (19.6 %). On the whole, however,

remittances allow rural populations to gain additional income outside

the traditional subsistence agricultural farming. This paper found

that cash remittances sent by Ileje migrant in Mbozi District to the

place of origin are used in a variety of ways by receiving households.

Household receiving remittances use a large proportion of

remittances on purchasing basic household needs, social services

and financing socio-economic activities. The specific use of

remittance includes purchasing food and consumer goods paying

for medicine and health services, purchasing farm inputs and living

labour.

Table 9: Benefits from Migrants/Relatives from Mbozi

District

 
Benefits  

 
Heads of Households 

 
Percentage 

 
Skills and knowledge 

 
87 

 
17.5 

 
Clothes  

 
215 

 
43.3 

 
Remittances  

 
97 

 
19.6 

 
Nothing  

 
97 

 
19.6 

 
Total  

 
496 

 
100 
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3.2.5 Education of Children from Area of Origin

In an area with few secondary schools like Ileje the road to out-

migration begins at early stages of formal education. Due to this

problem it is only in primary education and few secondary schools

where most people are educated in Ileje. Nevertheless, even this

low proportion in secondary education is achieved only recently

after opening of community secondary schools. Furthermore, the

desire to be educated outside Ileje District in secondary education

is manifested by the fact that since the district was formed in 1975

only one private secondary school named Kafule opened in 1983

which in most cases admitted students from outside the district and

one public secondary school named Ileje opened in 1989. This

small number of secondary schools in the district makes the parents

send children to relatives living in Mbozi District where there are

better chances of being selected to form one or being admitted in

private secondary school. Since secondary schools and vocational

training are more abundant in Mbozi district. Findings on this issue

revealed that, in most cases, Ileje people make arrangements with

relatives living in Mbozi district so that they can accommodate their

children while pursuing their studies. Many of these students decide

to remain in Mbozi after graduation. Similarly, Mbonile (1995)

observed that migrants pick relatives from home to be educated in

the area of destination with more secondary schools.

3.2.6 Knowledge of Language

The study established that both generations of Ileje migrants in

Mbozi maintained the Chindali language in the area of destination.

All migrant respondents in Mbozi District communicated in Chindali.

Nearly all heads of households related themselves as having a good
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command of the language. Similarly, Swilla (2005) observed that

the maintenance of Chindali language in the area of destination has

created a second heartland of Chindali in Mbozi District. Indeed,

important concentrations of Chindali speakers are found in several

areas in Mbozi especially where family members, relatives or people

from the same neighbouring villages in Bundali have settled. These

migrant Chindali speakers had in several cases named areas where

they have established settlements in Mbozi after villages in Bundali,

an important symbolic link with the Bundali homeland also, which

serves as an identification for different ethnic groups. Furthermore,

one of the most significant factors facilitating the maintenance of

Chindali is the constant migration of speakers of Chindali to Mbozi,

mainly retirees from formal employment in other parts of Tanzania

(Swilla, 2005). Accustomed to relatively easy access to social

services such as transport, education and health facilities these

retirees are generally reluctant to return to Ileje where social

amenities and infrastructure are comparatively poor. Mbozi also

offers the advantage of being near Ileje, making it easy to maintain

contacts with homeland. Some household respondents explained

that Chindali culture was taking root because its speakers did not

feel intimidated by their hosts and were proud of their linguistic and

cultural heritage. The study findings established that in deferent

situations and places such as farms, village paths or roads, burial

and marriage ceremonies both languages, Nyiha and Ndali, are

spoken. In fact, areas such as Vwawa Mlowo, Ihanda and Igamba

Nyiha and Chindali are used interchangeably in a diglossic situation.

In Mbozi, the Nyiha and Ndali often communicate with each other

in Nyiha, Chindali and Kiswahili.
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On the whole, Nyiha, the host language, did not appear to offer

any socio-economic advantages over Chindali and, thus, there was

no compelling reason for Chindali speakers to abandon their mother

tongue for Nyiha. Furthermore, many Nyiha speakers apparently

learn Chindali, particularly in areas where the Ndali were dominant

as a linguistic group. Speakers of Nyiha and Chindali often interact,

speaking her/his language as the two languages are not mutually

intelligible. In fact, the speakers of Chindali understand Nyiha and

vice-versa. On the whole, the in-migration of Ileje people has

resulted in language integration and, hence, contributes to the

dynamic social and cultural changes taking place in Mbozi District.

Out-migration is an integral part of the survival strategies that involve

the geographic dispersal of some household members in search of

livelihoods away from the areas of domicile. This is relevant in two

aspects. First, the role migration plays in linking different socio-

economic areas, leading to a conception of origin and destination

as a single economic space (De Haan, 2000).

3.2.7 Communication between Migrants in Mbozi and their

         Kin in Ileje

The extent to which heads of households interact over both

geographic and social space is an important measure of Ileje–Mbozi

links and reciprocity. The frequency of visits by Ileje migrants in

Mbozi with the people of origin and the reasons for those visits is

another important indicator of the extent of social linkage between

the two districts. On the whole, visits maintain and foster kinship

and friendship. With the proliferation of mobile telecommunication

technology, contacts are maintained through phoning. Through this
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normal communication, Ileje people obtained information from

others who had already migrated, were informed about business

and employment opportunities, space for settlement and agricultural

production. Indeed, the decision to migrate is often based on the

available information about the conditions prevailing in the area of

destination, including income generating possibilities and the

anticipated standard of living (Holm, 1992). Communication

between Ileje migrants and their kin in Ileje was also influenced by

the availability of transport and proximity to Mbozi. Specifically,

Bulambya division is near to Mbozi District, with a relatively good

connection and high a frequency of vehicle transportation between

the two areas.

4. 0 Conclusions and Lesson Implication to Development

The analysis in this paper has addressed research question on the

socio-economic interactions between area of origin and destination.

It is established that despite transport limitations, interaction

between the sending area (Ileje) and the receiving area (Mbozi)

has been maintained through visitations and use of modern

communication means such as mobile phones. Other socio-cultural

factors such as burials and marriage ceremonies also help to

reinforce these linkages. The remittances from Ileje migrants in

Mbozi District to their place of origin (Ileje District) in the form of

cash and goods play a very important role in subsidising Ileje

households livelihoods as they are used to purchase food and

consumer goods, paying for medicine and health care, paying for

education of the young as well as investing in enhancing production

activities such as crop farming and livestock keeping. Therefore,

Ileje people views migration as a survival strategy for even the
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people remaining behind in Ileje contributing to the development

of the district in terms of remittances. As a result, Ileje residents

generally consider out-migration as responsible for their survival.

As a whole, the analysis observed that interaction between Ileje

and Mbozi are central to socio-economic survival as they influence

incomes and livelihoods as well as instill the sense of responsibility.

These interactions are manifested through various forms of contacts

made between two places. These forms of contacts include personal

visits to their place of origin, letters and cellular phones. Furthermore,

Ileje people visit their children and relatives/friends in Mbozi District.

The migrants from Ileje District, particularly from Ikinga, Malangali

and Kafule wards, have also passed skills of making bamboo goods

such as decorated and non-decorated winnowing baskets,

decorated and non-decorated bamboo tray and baskets In fact,

few villages in Vwawa, Mlowo, Isandula and Ihanda wards in

Mbozi have diversified into making bamboo goods as a means of

survival. Bamboo goods making skills have been acquired through

apprenticeship with migrants in their neighbourhood. Ileje migrants

have also introduced various varieties of avocado fruits and banana

plants which are common in Ileje District. The remittances from

Ileje migrants in Mbozi District to their kin in place of origin (Ileje

district) in the form of cash and goods play a very important role in

subsidising Ileje households livelihoods as the movies are used to

purchase food and consumer goods, paying for medicine and health

care, paying for education of the young as well as investing in

production activities such as crop farming and livestock keeping.

This paper has also established that most of the heads of households

of Ileje migrants have plots and houses in Mbozi District. Since
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their investments are concentrated in the area of destination as their

primary residence. On the whole, out-migration is potential to the

development in Mbozi District, while raising concern in the area of

origin where remaining residents fears continued youth out-migration

from Ileje would be detrimental to the future development of the

District.
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Abstract

A study was conducted to understand whether and in what
ways microfinance services had empowered rural women in
China using the Pucheng County Women’s Sustainable
Development Association (PCWSDA) as a case study. The
study focused on the role of microfinance in women’s decision
making power, their ability to contribute to household income,
ownership and control of resources and assets, and their sense
of worth and recognition. The study employed qualitative
methods including interviews, focus group discussions and
observations. A total of 21 women borrowers, five loan officers
and a PCWSDA leader comprised the study sample. The
findings revealed that microfinance services had empowered
rural women in the study area by improving their household
incomes, and enhancing their abilities to own and control
resources and assets. This in turn had improved their decision
making power in households and given them self-confidence,
self-worth and recognition. Lessons learnt from this study
include the importance of providing microfinance along with
other services such as trainings and expert support in order to
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build borrowers’ capacities to run their income generating
activities. Another key lesson is the need to involve male
partners and considering other gender characteristics in
providing loans to poor women.

Keywords: Microfinance, Empowerment, Women, China

_________________________________________________

1.0 Introduction

Microfinance sector has grown tremendously in the past few

decades and it has become an important development strategy

around the globe. It is estimated that there are more than 10,000

microfinance institutions with more than 150 million people

worldwide (Plane Finance Group, 2013). There are many types

of microfinance institutions including formal financial institutes such

as commercial banks, donor agencies and NGO1-type microfinance
institutions. Microfinance empowers the low-income people by
providing loans, savings and other basic financial services. In
addition, many microfinance institutions provide social
intermediation services such as group formation, entrepreneurial
skills, financial literacy and management capabilities among group
members (Ledgerwood, 1999). Furthermore, microfinance has
been recognized as an essential way to increase incomes of women
and bring them together to address gender related issues. As a
result, many microfinance institutions in the developing world focus
on women with the explicit goal of empowering them (Sarumathi
and Mohan, 2011) by enhancing their socio-economic conditions
and improving their status and self-esteem in terms of how they
value themselves and their contributions in the community. This in

1 Most microfinance institutions around the world started as Non-
Governmental Organization
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turn alters their gender relations (Goetz and Gupta, 1996; Kabeer,
1999; Mayoux, 2006).

Empowerment is a participatory process through which poor people
gain mastery over their affairs and realize power relations in the
society (Rappaport, 1987; Mayoux, 2002). Specifically, women’s
empowerment is the process whereby women acquire the ability
(which they have been denied) to make strategic life choices
(Kabeer, 1999). Malhotra (2002) identified common dimensions
for understanding women’s empowerment at different levels. These
include economic, familial/interpersonal, and psychological
dimensions, among others. At the household level, economic
dimension includes women’s control over income; relative
contribution to family support; and access to and control of family
resources. The familial/interpersonal dimension includes
participation in domestic decision-making; control over sexual
relations; ability to make childbearing decisions; use of
contraception; control over spouse selection and marriage timing;
and freedom from domestic violence. The psychological dimension
focuses on self-esteem (how one values oneself and one’s
contributions in the community), self-efficacy (ability to succeed in
specific situations), and psychological well-being.

Even though China has experienced rapid overall development,
there is evidence that there are still socio-economic gaps among
different groups such as the rich and the poor as well as males and
females. The gap between urban and rural women continues to
widen as well (Jacka and Sargeson, 2011). Women’s participation
in China is concentrated in informal unpaid sectors and they often
occupy low-wage sectors. In rural China, many women are
restricted to unpaid labour mainly in the agriculture and in the
domestic activities such as childcare. Generally, rural women have
remained vulnerable to poverty and gender inequalities, making
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them suffer the double disadvantage of being both “rural” and
“women”. In addition, women’s financial dependence on male family
members has exposed them to male rules and gender discrimination
(Wang and Wening, 2006). Consequently, most civil society-based
microfinance such as NGO-type microfinance institutions target
women in poor villages with the goal of enabling them to establish
income generating activities and access agricultural inputs. Local
women’s NGOs in China have often focused on supporting
disadvantaged groups of women to fight against domestic violence,
improving their participation in decision making as well as enhancing
women’s economic conditions (Shen, 2011).

2.0 Statement of the problem

Despite the growing microfinance sector in China, most existing

literature focuses on the performance, financial sustainability and

the impacts of microfinance on poverty reduction (Nichols, 2004;

Bunning, 2004; Li, 2011; Hofmockel, 2005). The role of

microfinance on women’s empowerment in Chinese context is not

well documented. This study therefore explored whether and in

what ways microfinance services have increased women’s

empowerment in rural China using the Pucheng County Women’s

Sustainable Development Association (PCWSDA) as a case study.

The study focused on three dimensions of empowerment namely

economic, familial/interpersonal and psychological aspects. This

was necessary because economic indicators alone such as the

repayment rate, income level or loan totals do not constitute reliable

empowerment indicators. Specifically, women’s empowerment was

assessed in terms of improvement of women’s decision making/

bargaining power, increased ability to contribute to household

income, increased ownership and control of resources and assets,
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and an improved sense of worth and recognition (i.e. women’s

contribution is being appreciated in the community). This paper is

a part of larger study (master thesis at Beijing Normal University)

on microfinance and women’s empowerment in rural China.

3.0 Literature review

Available literature around the world indicate that microfinance is

one important method for empowering poor women. In India,

activities linked to microcredit programs such as the Self Employed

Women Association (SEWA) and Working Women Forum have

given women the opportunity to be part of larger social processes

and helped them to overcome restrictive socio-cultural barriers.

Microcredits have also widened women’s opportunities to get

information, become less dependent on their in-laws, and gain social

recognition from the community (Hoffmann and Gnanou, 2003,

ctd ADA 2007). In a survey of 1300 clients in Bangladesh, credit

program participants exhibited higher levels of empowerment than

non-participants. These results were linked to higher rates of

physical mobility, ownership and control of assets, and greater

involvement in decision making (Hameshi and Rojas-Garcia, 2004).

Studies conducted in Africa have also shown positive impacts of

microfinance on the lives of poor women. In Ethiopia, studies

(Aregawi, 2003; Tsehay and Mengistu, 2002; Meehan, 2001) have

shown that most women clients of microfinance experienced

increased household income; improved household consumption,

living standard conditions and medical services; and increased

savings. Women borrowers had also experienced better positions

in terms of improved attitude and respect from their spouses as
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well as increased self-confidence. Likewise, in a study conducted

in South Africa, women borrowers reported increased assets and

expenditures, higher levels of autonomy in decision making, greater

valuation of their household contribution by their partners, improved

household communication, better relationships with their partners

as well as higher levels of participation in social groups and

collective action (Kim et al., 2007). In Uganda, Lwako (2007)

reported that women had gained wider access to livelihood assets

and strategies as they have invested in previously male domains

such as fishing and retail trade. It is therefore argued that such

women had gained ‘power within’ to live a more fulfilling marital

life and they have attained ‘power over’ means of livelihood using

their inspiring ‘power to’ engage in microenterprises. In a study

conducted in Tanzania, Kato and Kratzer (2013) revealed that

women borrowers had more control over savings and income

generated from the business; had greater role in decision-making,

self-efficacy and self-esteem, and freedom of mobility; and

increased activities outside their homes.

On the other hand, the literature indicates that microfinance has

negative impacts on women including domestic violence. For

instance, Goetz and Gupta (1996) reported that most of the loans

granted to women were directly controlled by males while the

females were responsible for repayment. Similarly, a survey of 69

Bangladesh villages found that female borrowers who had little or

no control over their credit experienced significantly more domestic

violence. This led the authors to hypothesize that female borrowers

faced more domestic violence than non-borrowers (Aktaruzzaman

and Guha-Khasnobis, 2007). In another study, Hameshi and Rojas-
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Garcia (2004) observed that women who received microfinance

loans often served as conduits for loans to men, had little control

over their loans, and were vulnerable to coercion with respect to

repayment. Consequently, Kashf (2004) argued that even if

empowerment resulted in women having more of their own income,

freedom of mobility, and equal participation in decision making,

women were still subject to many kinds of domestic violence such

as dependence on their husbands, the restriction of basic rights by

their spouse, and general lack of security.

The pressure exerted on some women for loan repayment can

often lead to conflicts, misappropriation, exclusion, disappointment

and frustration among women themselves, resulting in the

breakdown of groups (Guerin and Palier, 2007 cited in ADA,

2007). Additionally, the pressure of repayment and fear of social

sanctioning from other members in the group lending can weaken

their courage and desire to accept the loans and risk of starting

businesses themselves (Chowdhury, 2008). The failure to repay

loans is considered a shame for women and may result in their

social ostracization and expulsion from the village (Harper, 2007

cited in Chowdhury, 2008). Chowdhury concludes that access to

credit in this sense is not likely to empower women. As a result,

Mayoux (30) suggests modifications in the conditions surrounding

microfinance delivery. These include the need for complementary

services and gender training for both male and female to enable

them overcome gender challenges they face.
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4.0 Methods

This study employed qualitative methods to gain a deeper

understanding of the role of microfinance on empowering rural

women. The collected information was grounded in the participants’

experiences and perceptions. The study was conducted in Pucheng

County in China using the experience from PCWSDA, which is an

NGO-type microfinance provider. Pucheng County is primarily an

agricultural region with an arid climate. In 2011, Pucheng County

had a population of approximately 760,000 in 24 townships and 365

villages (The 1990 Institute, 2011). PCWSDA had been one of the

most influential NGO-type microfinance targeting poor people in

rural China. Its central goal is to empower women and lift them out

of poverty.

Data were collected through interviews; focus group discussion

(FGD), and unstructured observations. Six villages (Yuexing,

Liuhe, Hancun, Xicao, Chenzhuang and Wujia) were randomly

selected for this study. The sampling frame of the villages was

compiled on the basis that microfinance services introduced by

PCWSDA were operational for at least one year. This requirement

was necessary in order to obtain data from respondents who had

received loans for a relatively longer period of time; thereby

determine the impact of loans on their lives. Since this was a

qualitative study, the sample size comprised of only 21 respondents

for interviews and 13 respondents for FGD. Of the 21 respondents,

15 were loan recipients, five were loan officers and one respondent

was a manager from PCWSDA. Three different interview guides

were developed, one for each of the three groups. Data were
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analyzed qualitatively by deriving categories to code the data directly

and inductively. All recorded interviews were transcribed and coding

was done by identifying prominent themes related to the research

problem. Many codes were inductively developed from the data

and classified into categories related to different themes. Finally,

identification of relationships among the coded themes was done.

5.0 Results and discussions

5.1 The PCWSDA microfinance delivery model

This study found out that PCWSDA provided microcredit and

trainings to women borrowers. New women borrowers were trained

on the process of securing and repaying the loans. Apart from the

training sessions on microcredit, PCWSDA often brought agricultural

experts to train the women on how to grow crops such as peas,

apples, cotton and wheat, and raising of livestock such as pigs, sheep

and poultry. PCWSDA also provided basic educational manuals with

instructions on how to care for livestock and disease prevention. In

addition, PCWSDA provided training sessions for women who aspire

to be entrepreneurs; providing them with skills related to running

small factories such as assembling boxes/packages for peas and

apples.

Loan officers ensured that women applying for the loans met the

required criteria that were mainly based on the credibility and

personality of the applicant and her family. This study revealed that

men played a significant role on women’s access to the loans. When

loan officers approve the loans for borrowers, they considered the

family’s property including land, house, and any other family
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investment and whether household members (male or female) were

physically and mentally fit and capable of earning income.

Nevertheless, it was not obligatory for applicants to indicate in

their application that they would use the loan strictly for income

generating activities. This condition had enabled many women to

access the loans. The PCWSDA loan was delivered by the loan

officers to the women’s groups (composed of 3 to 5 people) and

each member of the group received the same amount. During this

study, the loan amount available to each borrower ranged from

1000 to 5000Yuan. It was observed that due to inflation pressures,

most women took a 5000 Yuan loan from the project.

The borrowers were required to repay the loan in four installments

of three month intervals and must be repaid in full within the maximum

of 12 months. For example, if the borrower received a 3000 Yuan

loan, she was expected to pay back 750 Yuan per installment,

including an interest of 81 Yuan. Loan officers were responsible

for collecting repayment from the borrowers. During this study,

PCWSDA had already extended loans to groups of women in five

out of 17 towns in Pucheng County. Furthermore, the number of

women borrowers had increased from 311 to 2,256 while the loan

outstanding had grown from 291,000 to 5,763,000 Yuan since the

establishment of PCWSDA in 2005 (Pucheng Funxie, 2011).

The study also found out that there was relatively high demand for

the microcredit service at PCWSDA mainly because there were

no similar organizations providing microcredit to poor women in

the area. The only organization which provided loans to women

was the Shaanxi Rural Credit Cooperatives (RCCs) but the
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procedure for obtaining loans was reported to be complicated and

the loans required collateral. Furthermore, women could not turn

to private lenders because their interest rates were very high.

5.2 The role of microfinance on women’s empowerment

This study employed three of the six basic empowerment

dimensions - economic, familial and psychological dimensions -

identified by Malhotra (2002) to measure women’s empowerment.

Within the three dimensions, the study focused on contribution to

household income, ownership and control of resources and assets,

participation in household decision making as well as women’s sense

of self-worth and recognition by other household members.

5.3 Contribution to household income

All respondents declared that access to microcredit has given them

opportunities to invest in income generating activities such as

agriculture, animal keeping as well as running small factories and

shops. These in turn had enabled them to obtain earnings to increase

their household income. The respondents reported that before they

had opportunities to access the loans, only men used to work for

cash. Upon receiving the loans, women started to invest in agriculture

independently and expand the farms for peas and apples, cotton

and wheat. Selling additional outputs had increased household

incomes which had been recognized by household members. For

example, woman borrower #17 responded that:
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“Now I run the factory and my husband is doing

another job. The income from my factory is higher

than that of my husband. Prior to obtaining the loan,

the household income was only from my husband”.

The findings also revealed that access to trainings had empowered

women by building their capacities to generate household’s income,

which had in turn improved their bargaining power within the

household. The respondents reported that prior to accessing the

loans, only men were able to work for cash to support the families.

These findings are consistent to those from similar studies (Hameshi

and Rojas-Garcia, 2004; Kim et al., 2007; Kato and Kratzer

(2013) which reported improved incomes of women borrowers.

Access and ownership of resources and assets

The interviews revealed that although women borrowers had access

to land, none of them owned a piece of land. All respondents

disclosed that before investing their loans in the land, they had to

discuss with their husbands and reach mutual understanding about

how to proceed. Since PCWSDA provided the women with skills

on cultivating crops, raising livestock and entrepreneurship, it is

concluded that women’s access to microfinance services increased

the utilization of family lands. This study also found that household

assets were owned by both men and women. Although some newly

acquired assets were purchased using the money from women’s

investments, they still belonged to the couple. Most respondents

insisted that the assets did not belong to either; rather they belonged

to the family. This suggests that access to microcredit had enhanced

shared ownership of assets in the households. Generally, income
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generating activities had enhanced women’s ability to make strategic

choices to improve their livelihoods. This is in line with Kabeer’s

(1999) definition of empowerment which is the expansion of

people’s ability to make and exercise strategic life choices.

5.4 Participation in household decision making

This study focused on how women were involved in making

decisions particularly on how to use the loans and how to spend

household incomes. This dimension was particularly important

because decision making power influences other dimensions such

as asset ownership, resource control as well as sense of self-worth

and recognition. All respondents declared that access to loans had

improved their decision making power in households. It was

reported that previously it was very rare for women to discuss

with their husbands on how to use the husband’s money.

Nonetheless, since they started accessing microcredit, they were

involved in deciding how to spend the household income. Some

women responded as follows:

 “Now I can make more decisions in the family such
as deciding what to buy for the family.” (Woman
borrower #4)

“In this family I make decision because money comes

from my investments” (Woman borrower #10)

“…the power in making decision has increased because

the household income comes from the loans investment.

I usually discuss with my husband but I give more

suggestions” (Woman borrower #8)
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Some respondents reported that they had been involved in making

decisions about household financial matters prior to receiving the

loans. Nonetheless, accessing the loans appears to have given more

power and confidence to the women in making decisions and

negotiating with their husbands, particularly with respect to how to

spend household income and manage assets. For instance, woman

borrower #9 responded that “…I have been making decisions in

this family before and after taking the loans, but now I feel more

confident in making decision”. This response shows that income

generated from the loan investment was transferred to the family

expenditure and contributed to recognition of woman in the

household. Moreover, most respondents declared that access to

microcredit has elevated their status to one of greater equality with

their husbands in the process of household decision making.

“Access to microcredit has influenced my decision

making in the house, I and my husband are equal and

our living standard of living has increased” said woman

borrower # 19 .

Therefore, the study findings confirm that at least to a certain extent,

microfinance had improved women’s decision making and

bargaining power within their households. It has also improved

women’s recognition in their households as well as in their

communities.

5.5 Psychological dimension

With regard to this dimension, the study focused on exploring

whether the women had experienced any improvement in sense of

worth, self-confidence and recognition within their households since
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they joined PCWSDA. All the respondents reported to feel more

self-confident and experienced a greater sense of self-worth in their

households since joined PCWSDA. Other respondents felt being

able to express their opinions and negotiate on matters such as

where to send their children to school, what to eat, what to buy,

and other household decisions.  Having greater say in these matters

led to better feelings of pride, increased self-esteem and improved

sense of self-worth. This study therefore confirms what was found

by other studies (Kashf, 2004; Hameshi and Rojas-Garcia, 2004;

Hoffmann and Gnanou, 2003) that microfinance services

successfully lifted up women’s self-esteem, confidence and

recognition by the family members and relatives.

6.0 Conculsion and recommendations

The findings in this study have indicated that microfinance has

empowered rural women in terms their household income through

income generating activities such as agriculture, animal keeping as

well as running small factories and shops. Microfinance has also

improved women’s ability to own and get control over resources

and assets. This in turn has improved their decision making power

in households and given them self-confidence, self-worth and

recognition. Surprisingly, this study did not find any negative impacts

of microfinance services to women borrowers as experienced

elsewhere. This is perhaps because male partners were involved in

the process of getting loans; and the fact that women borrowers

were provided with technical services such as training. Key lessons

learnt from this study include the importance of providing

microfinance along with other services such as training and expert

support in order to build the borrowers’ capacities to run their
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income generating activities. Another important lesson is the need

to involve male partners and considering other gender characteristics

in providing loans to poor women.
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