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ABSTRACT 
 

A large percentage of people living in the developing countries, Tanzania in 

particular face some constraints in accessing financial services. These are in the form 

of distance to the financial service and the minimum requirements required by these 

financial institutions. The breakthrough of the mobile money has been able to reach 

many people. Thus, this study was carried out to assess the role of mobile money to 

the increase of financial inclusion in Tanzania. The study was guided by the specifics 

of analyzing the status of mobile money usage and challenges that face the user of 

mobile money. 

 

A sample of 92 respondents was used for data collection in the city of Dar es Salaam. 

Convenient sampling procedure was used to collect the data from the respondents. 

The logit model was used to perform analysis for the study with the help of the 

statistical program STATA. 

 

The findings indicate that income level, mobile money and the bank are very 

significant factors which influence the increase in financial inclusion in Dar es 

Salaam. The findings revealed a high level of mobile money usage in Tanzania. There 

are however some restricting factors like theft, high charges for withdraw, limit to 

withdraw and deposit and liquidity with the agents.  

 

Conclusively, the mobile money has a big role in increasing financial inclusion in Dar 

es Salaam. It is recommended that the regulators of these services should review the 

limits in holding funds in the account and transaction amount to enable performance 

of big transactions. 
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND OF STUDY 

 

1.0 INTRODUCTION 

Mobile money is the technology that allows people to send, receive and make 

payments by the use of the mobile phone. It involves a conversion of cash into 

electronic money, and electronic money into cash through a mobile money agent 

(World Remit, 2017). All the transactions are authorized and recorded using the SMS. 

Through mobile money financial services can be accessed through the mobile phones 

(GSMA, 2010). The services can be referred to as similar concept to a bank account 

which uses the phone number as one account number and funds can be stored in that 

account.  

 

The accounts are protected by local financial regulators. The mobile money services 

are available in a large number of countries especially in places where people are 

unlikely to have bank accounts. Mobile money has been successful as the mobile 

network operators have invested heavily ensuring the network reach further and 

deeper in the rural area. There is also a wide range of cheap mobile phones which are 

affordable to a wide range of the population (UNCTAD, 2012) 

 

1.1 Background of the Study 

Financial inclusion is the availability and equality of opportunities to access financial 

services (Nanda et al., 2016). This involves not only accessible financial services but 

also the services that are affordable and of quality, timely and adequate. These are 

accessible financial services that meet the needs of the people without discrimination 

is the main objective of financial inclusion. It signifies delivery of formal financial 

services at an affordable cost. The actual cost of operating the financial service and 

the distance or time wasted to commute to access that service is part of the effective 

cost of using a certain financial service.  

 

The main goal of financial inclusion is to improve the range, quality and availability 

of financial services to the underserved or financially excluded. Access to financial 
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services, usage of financial service and the quality of services are the three 

dimensions which financial inclusion can be measured with. In the year 2013, it was 

estimated that about 2 billion working age adults in the world have no access to the 

types of formal financial services delivered by regulated financial institutions 

(Mizigiti& Schmidt, 2013). The developed countries have better access to the 

financial services and the provision of quality financial services is common as 

opposed to the developing economies where many people do not have access to the 

basic financial services (CGAP, 2011). 

 

Financial inclusion is significant in the communities as it enables the reduction of 

inequalities within the society thus can help to drive the economic growth. It 

facilitates investment within the community and enables the community to be able to 

handle uncertain events that may occur. The accessibility of the credit enables the 

enterprises to make changes and expand their businesses. Even though currently they 

do not have enough capital that could be invested in, the loan may enable the people 

to finance the activities where there was discrepancies which in the future leads to the 

economic growth as it increases the scope of one’s business.  

 

Through the financial inclusion attribute people are able to save and safe keep their 

funds for later use. This helps to combat the unforeseen events that may occur in the 

future. Some of the financial services enable one to save funds which in turn could be 

used for reinvestment into different economic activities which influences the rate of 

economic growth. When a country’s financial inclusion increases by placing the 

financial institution near the people and reaching many more people than they could 

previously reach, this leads to the growth of the financial sector. By reaching many 

people in the country, the financial institution is able to attain higher rate of 

profitability.  

 

The government will earns from this if more people are linked to the financial 

services. It increases the velocity of money and the performance of different 

economic activities. When many people are not financially included, the velocity of 

money contracts as they prefer to hold money.  Where it is not used it cannot be 
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accessed by any other person. This implies that the amount of money in circulation 

reduces and affects the growth of the economy. In this sense, the appropriate money 

in the circulation influences the economic growth of the people in the country.  

 

Africa lags behind in terms of peoples’ access to the financial services as compared to 

other developing economies. In Africa less than a quarter of adults have an account 

with a formal financial institution and many use informal means to access credits and 

store savings example saving in the house or storing it in places that no one can be 

able to find (Klapper&Kunt, 2012). The SME’s in the country are dependent on 

internal funds. These institutions are constrained in accessing external formal 

financing. In sub-Saharan Africa financial inclusion has increased from 23 percent in 

the year 2011 to 43 percent in 2017 (Kunt et al., 2017). Many African countries have 

experienced positive development in the in the access of financial services through 

the help of new technologies such as mobile money which have helped to broaden 

financial service provision. 

 

In Tanzania, 19% of the population has attained account with a formal bank. A 

significant portion of the population in the country is unbanked. However, due to the 

digital financial services like the mobile money the number of population accessing 

the financial services has increased to 60%. The fast expansion of financial inclusion 

in the country is almost entirely due to the proliferation of the mobile banking 

services. Currently, over half of the Tanzanian population has access to the financial 

services (World Bank, 2017) 

 

Mobile money services are a range of financial services that are accessible to the 

people through a device known as the mobile phone. The most popular functions of 

mobile money are depositing and withdrawing cash, balance checks, funds transfer, 

savings, accessing credits, bill payments and purchases (Kasseah &Tandrayen-

Ragoobur, 2012). Mobile money providers are not banking institutions they do not 

undertake banking business but it does compliment the banking services. Through the 

partnership with the banks it provides cost effective way to provide common services. 

According to GSMA (2015), mobile money has done more to extend the financial 
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services to the population in the last decade than the banking sector has done in the 

last century.  

The mobile money financial services brought about a range of financial services to 

the poor people and the people who were formerly unable to access the financial 

services that were previously available. 

 

Chibango (2014) viewed that, mobile money plays a complementary role in 

developed countries. In the developing world (especially in Africa) it is an alternative 

to the lack of formal financial system. The mobile money services have the potential 

to eliminate financial exclusion among the poor. The mobile money services have 

been able to fulfill the aspects of access, usage and quality which are the three 

important dimensions of financial inclusion. The features of mobile money are so 

promising considering its scale and impact. Thus the government, donors and the 

entire industry have a solid reason to support the creation of vibrant mobile money 

services Donovan (2012). 

 

Mobile money was first launched by Safaricom in Kenya in 2007 when it introduced 

the Mpesa brand which provided electronic transfer of money through the means of 

mobile phone. It captured a significant market share of the cash transfer thus leading 

to adoption of it by other countries like Tanzania where Mpesa was introduced in 

2008. Before the introduction of mobile money, financial services about 20 percent of 

the adult Kenyan population had access and were using the financial services that 

were available and there were very scarce means of saving and receiving money. 

Here, most of the services were very expensive and took a lot of time to reach the 

intended audience. For example sending the money through the buses that travel to 

different regions took a lot of time, increased risk of not reaching the intended end 

was expensive as the bus operators had to charge the fee for transporting what is 

termed as the luggage. Currently mobile money is used by over 17 million people in 

Kenya alone and about more than 14 million users are the Mpesa subscribers (Hughes 

&Lonie, 201).  
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Since the introduction of mobile money in Kenya there has been introduction of over 

a hundred mobile money companies across the globe. Kenya is one of the most 

successful market for the mobile money financial services and the leader of the 

mobile money revolution. Previously, the mobile money financial services were 

meant to connect the urban people and to send money to their relatives in the rural 

areas. This means it was intended for most of the workers in the Kenyan cities to send 

money to the rural areas and to their loved ones. The services were mostly used by 

the people in the urban areas and later on to other areas of the country. 

 

Tanzania is one of the leaders of mobile money transfers across the world. Mpesa was 

the first mobile money brand that was introduced in the country in the year 2008. 

Since then over forty million accounts have been registered in different networks. 

About ninety five million transactions are occurring in a period of one month. 

Approximately 43 percent of the customers use mobile money to pay bills and make 

transfers. Currently there are about six mobile money operators in the country whose 

top operating networks being Vodacom (Mpesa), which has 43 percent of the market 

share, Tigo (Tigopesa) with a market share of 36 percent and Airtel (Airtel money) 

with a market share of 17 percent.  

 

The mobile money providers will continue to strengthen the customer experience and 

in turn attract more people and facilitate more use of the mobile money services. 

Tanzania is currently one of the countries that have been able to achieve full 

interoperability through the connection of different mobile money subscribers where 

the users can be able to send money directly to the customers which are subscribed to 

the other different network. Internationally the mobile money providers have linked 

up with the western union and money gram to enable to transfer money to the other 

countries. Some of the mobile money service providers have also been able to transfer 

money to other countries with instant conversion of the currency.  

Thus this study was undertaken to assess the role of mobile money towards the 

growth of financial inclusion in the country. 
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1.2 Statement of the Problem 

Despite an increase in distribution of different financial institutions throughout the 

country, the access to most financial institutions and their services is still limited. A 

number of individuals in the country face difficulties like long distance to service 

point, lack of minimum requirements to acquire the service and delays in attaining 

financial services provided by different institutions and the inaccessibility of such 

services. These have tended to minimize the capability of people to save and invest 

on new ventures. 

 

Currently, almost 56 percent of the adult population is financially included 

(InterMedia, 2018). Though the level of financial inclusion is increasing in the 

country, the rate of financial inclusion is still relatively low. Seventy (70) percent of 

Tanzania’s population has little access to financial services and that almost 33 percent 

have no access to the financial services. A 29 percent of the population are using non-

regulated or informal source for their borrowing needs (Tanzania invest, 2016).  

 

The registered population users of bank accounts remains stable as the proportion of 

the population and their customers are upper or middle class Tanzanians who can be 

able to pay high fees and be able to meet the KYC (Know Your Customer) entry 

standards while its active use has remained relatively low. Although the concept of 

financial inclusion has widely been discussed, there are limited number of studies that 

discussed the amount of contribution of mobile money to the growth of financial 

inclusion in Tanzania. Although mobile money is considered the core of financial 

inclusion in Tanzania, t it is mostly used for sending and receiving money. There is 

limited number of individuals who engage in using the mobile money services for 

saving and acquiring credit. The present study therefore assessed the challenges of 

using mobile money for financial inclusion. 

 

1.3 Objectives of the Study 

1.3.1 Main objective 

The main objective of the study was to assess the role of mobile money services 

towards the growth of financial inclusion in Tanzania. 
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1.3.2 Specific objectives 

I. To analyze the status of mobile money usage in Dar es Salaam 

II. To assess the role of mobile money services towards the growth of financial 

inclusion. 

III. To assess challenges in using mobile money financial services for financial 

inclusion. 

 

1.4 Research Questions 

This study was guided by the following research questions 

I. What is the status of mobile money usage in the city of Dar es Salaam 

II. What is the role of mobile money towards the growth of financial inclusion? 

What are the assessed occurring challenges in using mobile money financial 

services for financial inclusion? 

 

1.5 Scope of the Study 

The study was limited to the role of mobile money services towards the growth of 

financial inclusion in the country. The main focus was on the role of mobile money 

services and the challenges of using the services for the financial inclusion. The study 

was confined in the urban area of Dar es Salaam. 

 

1.6 Significance of the Study 

The results obtained provide valuable information to the stakeholders of mobile 

money services provision. The information in this study will enable the stakeholders 

to know the challenge of using the service by the people in the urban area. The study 

is a point of reference for future researchers who will be interested in conducting 

research on mobile money services. 
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CHAPTER TWO  

REVIEW OF RELATED LITERATURE 

 

2.0 Introduction 

This chapter reviewed the existing literature relevant to the study on mobile money 

services in relation to the financial inclusion with the specific theoretical review on 

the related matter study. This chapter presents the literatures related to the study and 

examines the prevailing situation in the area of focus. 

 

2.1 Definition of Terms 

This sub-section contains a list and definitions of the terminologies frequently used in 

the study. These terminologies have a relationship with the prevailing study. Such 

terminologies include 

 

2.1.1 Financial Services 

Financial services are the services or products provided by the institutions whose 

main aim is to manage money and be able to intermediate the funds. The financial 

services include credits, loans, insurance, credit card services, and deposit and 

withdraw of funds (IMF, 2012). 

 

Through the presence of financial services it has builds the product demand and 

enables the promotion of the investments and the savings of funds from the economy. 

The financial services like the insurance help to minimize the risk of a certain 

uncertain event. Various types of risks are covered by the insurance service which 

does not only cause protection from fluctuations of the business activities but also 

protects its customers form natural calamities. Financial services do promote the 

foreign trade, through the availability of means to exchange and the funds transfer 

ensures continuous exchange of goods and services within the country and to the 

foreign country. 
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2.2 Theoretical Review 

2.2.1 Diffusion of Innovation 

This is the theory constructed by Everett Rogers in 1962 which highlighted the 

relation between adoption of the innovation among the individuals and organization. 

Diffusion is referred to as the process by which an innovation is communicated 

through certain channels overtime among the members of the social system. The 

theory assumes that the individuals or organizations that makes use of the innovation 

portrays a bell shaped distribution curve which can be categorized into five portions 

which are innovators, early adopters, early majority, late majority and laggards 

(Rogers, 1962). 

 

Rogers displayed the four elements which lead to the spread of the new idea being 

innovation itself, communication channels, time and the social system. It was 

identified there are attributes that can explain the adoption behaviors of individuals 

are relative advantage is one of the attribute which explains that if the making use of 

the new idea is perceive better and offering more value in comparison to the idea it 

replaces, the more perceived relative advantage the faster its adoption will be. Its 

compatibility is when the innovation is recognized as consistent with existing values, 

past experiences and needs of potential adopters.  

 

Complexity refers to difficulty in understanding or using the innovation, the 

innovation that are simpler and easy to use are likely to be adopted more quickly. 

Trialability is the extent to which the innovation maybe experimented with on limited 

basis. An innovation that is assessed signifies less doubts and therefore more likely to 

be adopted. Observability is the degree to which the results of the innovation are 

more visible to others. The easier it is for individuals to see results of the innovation 

the more likely that they will adopt it (Rogers, 1995). Thus the organization takes part 

in adoption of innovation so as achieve comparative advantage, minimize cost and 

defend their position strategically. 

 

Although this theory focuses on the process of new technology adoption, it also 

determines the factors for the adoption. These are the factors that also determine the 

rate of use. Thus this study support the variables to be used in this study. 
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2.2.2 Technology Acceptance Model 

Technology acceptance model (TAM) is considered as one of the most important in 

technological innovation of information system (Verkatesh et al., 2003) as it seeks to 

understand the varieties of factors that determines users intention to adopt to the 

technology and the actual technological usage behavior. Davis (1989) developed this 

model to explain user acceptance of the new computing technologies in an 

organizational context. 

 

TAM suggests that, when an individual is presented with a new technology, there are 

a number of factors that influence the use of that particular technology. These factors 

are perceived usefulness which is the degree in which a person believes that using a 

particular technology will enhance their performance and perceived ease of use is the 

extent to which using a certain technology would be free from effort. Perceived 

usefulness and ease of use jointly affect the person’s attitude towards using a system 

and behavioral intention to use the same and are affected by external factors.  

 

The main external variables which influence the two main variables of adoption of 

the technology are social factors, cultural factors and political factors (Surendran, 

2012). Social factors include factors like language, skills and facilitating conditions, 

Cultural factors include factors like traditions and Political factors include factors are 

mainly the impact of using technology in politics and political crisis. The attitude to 

involve the user’s evaluation of desirability of employing particular technology and 

behavioral intention is the measure of the likelihood of a person employing a 

technology. 
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Figure 2. 1: Technology Acceptance Model 

 

Source: Davis et al. (1989) 

 

2.3 Role of Mobile Money to the Growth of Financial Inclusion 

The main objective of this study is to assess the role of mobile money services 

towards the growth of financial inclusion in the country. The focus was on the 

analysis on the service provision of the mobile money services along with the other 

financial institutions that provide financial services. The following factors contribute 

to the growth of financial inclusion in Tanzania 

 

2.3.1 Mobile Money 

Mobile money has been the main driver of financial and digital inclusion in the 

country they are services aimed to serve the un-served or under-served market of 

financial services. It is mostly used as the transactional tool. It is estimated that 

almost 94 percent of the adult population can name a mobile money provider that 

they are aware of. 85 percent of the adult population uses mobile money exclusively. 

Most of the low income earners access mobile money services largely as compared to 

other financial institutions (Cherwon & Samuel, 2016). It is expected a large number 

of the population should have easy access to useful and affordable financial products 
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and services that meets their needs and having an increased number of non-cash 

payments. 

 

The availability of the services of financial nature by individuals is the basis of 

financial inclusion. Mobile money is the most accessible financial service as 

compared to the other financial services provided by other institutions. Mobile money 

services are popular to the households which have reduced access to the bank 

accounts but have high demand for sending and receiving money. In a paper by 

Lwanga & Andong (2016) it has been shown that though it is uncommon practice for 

people to save through the means of mobile phone but being a registered mobile 

money user increases the likelihood of using mobile money to save and acquire 

financial services through the mobile phone. 

 

Several studies such as GSMA (2015) have identified that the mobile money services 

providers have taken more initiative to extend the financial services to the SADC 

community in the last few years than the traditional banking institutions have in the 

last century. Furthermore, the study done by Boro (2017) proved the correlation 

between the high number of mobile money agents and the financial inclusion to be 

strong and positive. 

 

In the study conducted by Giriyan (2017), it is estimated half of the population in 

Kenya must travel for more than thirty minutes to get to the nearest bank while in 

Nairobi county while it estimated to have more than ten thousand registered mobile 

money agents which is a large number showing the mobile money services are easily 

accessible (Kirimi, 2018) which makes the service available to the people and 

influence the attainment of the financial services which leads to the growth of 

financial inclusion. The average distance to the nearest Mpesa agent is 1.4 km even 

the sparsely populated area are within reach to at least one mobile money agent this 

results to significant and wide spread adoption of the services leading to an increase 

in the financial inclusion. 
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GSMA (2017) reported that the channel and distribution of the mobile money 

services in the sub-Saharan countries has grown in the few years. The number of 

registered agents grew by 17 percent by which 55 percent of these have facilitated at 

least one transaction. 

Many individuals are more likely to use certain technology which is easy to use and 

which requires minimum or no training to adopt while maintaining the quality of the 

service. They are more likely to make use of that particular technology provided that 

the use of that particular technology provided that the use of its yields more benefits. 

The study conducted by Meena (2014) indicated that the SMEs were satisfactorily 

using the mobile money services due to the way it was simple and useful in the day to 

day activities.  

 

Chirchir & Simiyu (2016) observed that a lot of small business enterprises were using 

the mobile money for financial services offered because mobile money services offer 

the services timely and quicker thus enabling the improvement of profits. Mobile 

money payment services were not complex and confusing to use and clients could 

easily pay bills through the mobile money payment services without queuing. 

 

In a study conducted in Ghana, mobile money was experiencing a rapid growth since 

its introduction in the country in the year 2009 with the accounts registration doubling 

to 40 percent by the year 2016. The women in Ghana value convenience when it 

comes to their finances. Mobile money was proven to have that fundamental benefit 

thus making them to make use of the services provided by it (Muhura, 2018) 

 

The mobile money providers invest largely on the advertisement to educate the 

customers and the potential customers on variety of services offered by them. 

Financial literacy is the first step towards financial inclusion. It is one of an important 

step for promoting financial inclusion as it helps the people be able to make informed 

decisions on their finances (Ramakishnan, 2011). The mobile money providers do not 

only invest heavily on the marketing but also the way they communicate with their 
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customers. This has actually been simplified by using the line brand driving initiative 

thus the educational campaigns oriented to a specific product service. 

 

In the study conducted by Fanta et al. (2016), it was analyzed that inadequate 

information serves as a major barrier to making use of a certain service. This implies 

that, financial education programs aimed at enhancing people’s understanding of 

mobile money will be important in promoting increased adoption among the 

financially excluded segments of the population. It was suggested that the mobile 

money literacy programs that educate people about various mobile money and their 

effective usage are important. 

 

Mobile money providers have been continuously introducing new products to the 

market thus enlarging its product portfolio. It needs to prove that it is capable of 

supporting wide variety of products and use cases. 

 

In the study conducted by Mas &Almazan (2014), it was obtained that the mobile 

money providers have been innovating many products as an opportunity to strengthen 

the value proposition. The innovation and experimentation around the manageability 

of saved balances and payments ought to be the core focus in the future especially 

with the transition that is occurring with the technology. It was also suggested that 

innovation should be leveraged to make customers feel more in touch with their 

money. 

 

Mobile money has consistently focused on how to be able to integrate more 

sophisticated financial services in order to develop these services businesses must 

actively innovate on top of the existing mobile money deployments. Innovation of 

new products like mobile money payments with the appropriate customer education 

the target design innovation can the powerful for financial inclusion (GPFI, 2015) 

 

2.3.2 Bank 

Bank is the one of the financial intermediation institution that accepts the deposits 

from the public and creates credit to the public. A bank is an institution where 
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individuals and business can invest or borrow funds, attain foreign currencies and be 

able to attain financial assistance. It accepts deposits from the public and creates 

credit to the people in need of it. Banks earn revenue through charging interest, 

transaction fee and financial advice (Obringer, 2019). The different types of banks are 

commercial, community banks, community development banks, postal banks and the 

central bank. Most of the banks are regulated by the government entities like the 

central bank and requires special bank license to operate. 

 

The functions of the banking system are to accept deposits from the community, also 

issuing the utility function which includes providing services like provision of drafts, 

locker facility, underwriting of share, dealing in the foreign exchange and other 

exchanges. Granting loans and advances through services like overdrafts, loans, 

discounting bills of exchange and credits. 

 

Individuals must travel a distance and use a lot of time to get to access a bank service 

at the nearest bank. A lot of waiting time is wasted due to queues that increase the 

transactional cost for the users. This may serve as the prohibitive factor for the 

frequent use of the service (Kyungay, 2007). In Tanzania many banking institutions 

had the overall branch network of 702 branches by the year 2014. Most of them are 

located across major cities of Dar es Salaam, Arusha, Mbeya, Mwanza and Moshi 

(Tanzania invest, 2014). 

Different banks have been innovating different services that can ease the use of the 

banking services. The innovation of mobile banking entails user access the account 

information through the use of mobile phone and the internet banking where the 

customer can access their own account and perform some of the services through the 

use of internet. In a study conducted by Ngando (2017) it was concluded that these 

technological innovations ease the use of the services provided by the banks. 

However, they do not determine the performance of the bank and not necessarily 

attract new users. It was further noted that, these innovations increase the cost to the 

customers as the banks obtain more income away from the traditional sources like 

interest and assed financing. 
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In the study conducted by Al-Smadi (2012), the findings showed that the perceived 

usefulness and perceived ease of use are important factors that influence the adoption 

of banking services such as the electronic banking services. Thus if the banking 

services are perceived to be useful and easy to use the services will attract more 

people and enable the inclusion of more people. Mostly the banking services are 

perceived to be complicated as one is supposed to go through a lot of process to attain 

a certain service, example to attain a loan from the bank an individual has to go 

through a lot of scanning and other processes just to acquire that particular service. 

The whole process becomes exhausting and time consuming. 

 

Most of the banks in the country function as commercial institutions that it aim at 

maximizing profit of the firm and minimize cost. This works in the competitive 

environment that the banks are in it requires differentiation of their services to capture 

the large market share. The banks also function as agent for different institutions. For 

example, the banks are currently super agents for the mobile money agents where 

they get to deal with the liquidity issues of the mobile money agent.  

 

Banks are the agents for the government were they accept the payments that are made 

to bank for different government payments; for example, the payment of taxes, bills 

payment. The banks also store large amount of money and safe keeps them. Most of 

the financial institutions safe keeps the money but they are not in the large amount 

but the banks have the ability to safe keep large amount of money. 

 

2.3.3 Microfinance Institutions 

These are the institutions that provide financial services for the low income 

individuals or to the individuals who run the small income generating activities. 

There are different types of microfinance institutions one of them being the micro 

enterprise credit this is a microfinance institution which involves itself in the 

provision of loans to small entrepreneurs and the low income earners. Micro saving is 

another type of microfinance institution which safe keeps the deposits from their 

clients for a given period of time. The microfinance services have more incentive to 

reduce the poverty in the society. In the microfinance institutions it is common that 
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women are the main focus in attaining the services due to a mere reason that women 

are less likely to default the loan as compared to men and this is most common in the 

developing countries where there seem to be gender inequality in attaining some other 

financial services in the country. Most of the established microfinance institutions 

they are mostly containing most women.  

 

The microfinance institutions were solely introduced for the collection of the funds 

and the provision of credit. Microfinance institution have innovated new ways to 

deliver their products to their clientele. These institutions begun to offer additional 

products like emergency loans and the micro credit. They innovated the provision of 

loans by disregarding the traditional collateral because the borrowers do not have 

physical collaterals. As such the focus was shifted to social collateral which is based 

on the principal of joint liability to enable a larger pool to be able to access the 

service (Woolcock, 2001). 

 

The benefit of the microfinance institution is that the institutions provide small loans 

for the low income earners at a very considerable interest rate. The banks most of the 

time do not provide the small amounts loans and it takes a lot of processes to 

complete the necessary procedures. The microfinance institutions are one of the 

pillars in the society which can enable the creation of employment in the country. 

Most of the people seek loan from a microfinance institution and are more likely to 

create the employment in the society. 

 

2.4 Conceptual Frame Work: 

The conceptual framework below shows the relationship between financial inclusion 

and the factors that influence its increment. The focus is on the contribution of mobile 

money services to the increase of financial services in Tanzania. Increase in financial 

inclusion is the dependent variable which is influenced by mobile money, banks and 

microfinance institutions which are the dependent variables. 

 

Mobile money is expected to have positive and a very significant relationship to the 

increase of financial inclusion considering its convenience, accessibility and 

marketing of its products and services. Bank is perceived to have positive relationship 
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with the increase in the financial institution. As the banks expand their services 

through diversification and expansion of the geographical location, they increase of 

financial inclusion. The presence microfinance institutions is expected to have a 

significant effect on the increase of financial inclusion in Tanzania 

 

Figure 2. 2: Conceptual Framework  

Independent Variables    Dependent Variables 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

2.4 Challenges of using Mobile Money for Financial Inclusion 

In analyzing the constraints faced by the customers to fully utilize the mobile money 

services in rural area of Kenya and in Tanzania, Otieno et al. (2016) & Raphael 

(2016) revealed that there is an insufficient number of mobile money agents with 

little e-float and insufficient cash amount.. The study also presented some delays due 

to problems with the service network and majority of the rural population who lacked 

education on the wide range of services that are provided by the mobile money 

services. Singh et al. (2013) observed the same situation that most of the users do not 

fully understand the services that are provided by the mobile money means as there 
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are variety of service which makes it hard to understand all of them at the same 

period of time. 

 

The mobile money has security challenge were most of the mobile money services 

subscribers are exposed to the fraud (Gaber et al., 2012). Most of the mobile money 

users are exposed to risks associated with fake transactions request and fake money 

which is a result of the users being illiterate and lack awareness on the occurring 

events (Raphael, 2016). 

 

Mobile money transactions are projected to be expensive, in comparison with the 

banks where users are charged comparatively little for performing such services and 

double charging in both transfers and withdraw transaction. This raises a question as 

to why the sender is charged and at the same time the recipient is also charged for the 

same transaction (Senso & Venkatakrishnan, 2013). In Kenya the mobile financial 

services are projected to be expensive as a lot of fees are charged upon the transfer of 

funds. For example, when the user of the financial services transfer amount equal or 

near to 800 Ksh it estimated that the charges with that particular transaction is 

observed to reach seven percent of the amount which for an individual with low 

income may perceive these charges to be super high.  These charges which are 

charged upon the transactions may be reasonable as the whole process of performing 

the transactions involves a lot of resources and goes through a lot of channels for the 

whole system to work.  

 

In Kenya it is estimated that the cost involved in performing one transaction reach up 

to $3 this cost includes all the resources including the infrastructure, the labor force, 

marketing and compliance. Thus since the providers have to make sure that all these 

costs are financed through the whole operation then the price for the services have to 

be relatively high compared to the other financial services providers (Mohapatra, 

2011). 

 

In a study done by Munongo & Bizah (2017) the reversal of transaction is a challenge 

because in some of the networks it takes up to seventy two hours to reverse a wrong 
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transaction and at times the money is irrevocable if the wrong beneficiary has 

withdrawn the funds transferred. The process involved becomes long and tiring to the 

user, to make a call to the mobile money customer service respondent may take up to 

five minutes to reach. There may be a risk of the wrong receiver to withdraw that 

amount of cash when you are just taking your time just to reverse the transaction. 

Sometime restricted by network that transaction may not be fully restricted thus when 

this occurs the mobile money user may lose their money. 
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

3.0 Introduction 

Research methodology is a way to systematically solve a problem. It is a framework 

used in attaining the objectives stated in the study. To undertake this study the 

research methodology and the methods or techniques with their criteria were applied 

for better consensus. This chapter presents research design, study area, targeted 

population, sample size and sampling techniques that used to accomplish this study. 

 

3.1 Research Design  

The conceptual structure within which the research was conducted in the scheme is 

known as the research design. It also refers to the overall strategy that the researcher 

chooses to integrate within the different components of the study in a coherent and 

logical way thereby ensuring effective execution of the research problem. It 

constitutes a blueprint for collection, measurement and analyzing the data (Kothari, 

2004). This study adopted the descriptive research design in which quantitative 

method of research was applied to attain the data needed from the chosen sample. 

 

3.2 Study Area 

The present study focused on the urban areas of Tanzania that is the Dar es Salaam 

city, which is one of the fastest growing cities in the Sub-Saharan Africa. The city has 

plenty of the informal activities taking place in the city. Kolumbia (2017) reported 

that majority of the urban workers in Africa are informally employed in businesses 

and majority of these informal businesses do not make use of the formal banking 

system. 

 

3.3 Targeted Population 

Targeted population refers to the entire group of individuals from which the 

researcher is interested in generalizing conclusions. It can also be referred to the 

group of individuals to whom the results will apply (Burskirk, 2008). The targeted 

population for this study is the users of different financial services. The main focus is 
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on the users of the services within the Dar es Salaam City. Through this targeted 

population the researcher was able to attain relevant data that is useful for the study. 

 

3.4 Sample Size 

Sample size refers to a particular number of observations from the targeted 

population. It is necessary to choose a sample because it is impossible to investigate 

the whole population in searching for population for a particular study. Thus a sample 

size needs to be chosen for this particular study in order to be able to fulfill it. The 

number of mobile money subscribers by March 2018 was about 19,314,067 

throughout the whole country (Lamtey, 2018). It is however not clear how many of 

the subscribers reside in the city of Dar es Salaam.  

 

Thus due to the large population and the unknown exact population for the proportion 

of the intended population, this study adopted the unknown population sampling 

technique. According to Polaris Marketing Research Company (2015), the criteria 

involved in choosing the sample size for infinite population is the desired level of 

confidence, mostly at 95% and error margin free. The percentage proportion and if 

not known 50% can be used and normally the confidence interval ranging from 90% 

to 99% which are able to indicate reliability of the estimates. The researcher used the 

following formula 

 

n  

 

Where; 

Z is the given z-value 1.96 

e is the error margin 10% 

p is the proportion of the population which is 50% for the unknown 

n is the required sample size 

n= 92 

The study will collect data from 92 respondents 
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3.5 Sampling Procedures 

A mere size alone does not ensure representativeness (Gupta, 2008). This research 

study adopted the non-probability sampling procedures. Here, the researcher 

randomly chose the respondents who are the users of the mobile money services in 

Dar es Salaam. The sampling technique which was used was convenient sampling 

technique. This involved acquiring the respondents that can easily be reached which 

enabled to save time as the researcher would not take a lot of time pursuing one 

respondent. This sampling technique also helped the researcher to be able to 

minimize the expenses. 

 

3.6 Sources of Data 

The study used both secondary and primary data. Secondary data is the information 

that has previously been collected and analyzed which can be obtained from reports, 

articles, books, reports, publications and journals which contributes to this study. The 

other source of data which that was used is the primary source. These are data sources 

obtained directly from the field. Primary data was obtained through the questionnaires 

which were prepared and distributed by the researcher. 

 

3.7 Data Collection Procedures 

The primary data was collected through the questionnaires which was prepared in 

relation to the study. The questionnaires were prepared in two languages English and 

Swahili and they were distributed by the researcher. 

 

3.8 Data Analysis and Presentation 

The data collected was analyzed by the researcher with the help of a statistical tool 

known as STATA. The presentation of findings was in form of tables, numerals and 

the graphs.  

 

The study adopted the logit regression model which is the statistical model which 

uses logistic function. Normally it is applied when the dependent variable has two 

values which take the value of 0 and 1. It was adopted in the study because the 

dependent and independent do not necessary need to have a linear relation between 
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the two of them and it can determine the strength of the predictor, forecast the effect 

like how much the dependent variable changes with a one or more independent 

variables.  

 

The assumptions that guide this model require little or no multicollinearity among the 

independent variables. This signifies that the independent variables should not be 

highly correlated with each other. In other words, the observations should not come 

from repeated measurements; the independent variables should be independent of 

each other. It also assumes the dependent variable to be binary or ordinal, linearity of 

independent variables and it requires large sample size (Lani, 2019). Log odds is the 

other assumption of the logit model that, it assumes that linearity of the independent 

variables relates to the log odds.  

 

The logit model analysis was conducted to assess the role of mobile money towards 

the increase of financial inclusion in the country. The model examined individual 

factors which are mobile money, banks and the microfinance institutions and linked 

them to the increase in financial inclusion. 

 

Let  

Y- Increase in Financial Inclusion 

X1- Mobile Money 

X2- Banks 

X3- Microfinance Institutions  

 

The logit model assumes that all variables which will be involved in the model whose 

outcome are independent are calculated with the error term 

Y= x + ε…………………….. (i) 

Y variable represents the chances of increase in financial inclusion in the country 

which relies on independent variable X with its unknown coefficients β with the error 

term. Thus the chances of increase in financial inclusion is  contributed by three main 

variables which are mobile money, banks and microfinance institutions 

Y=1/X………………………………(ii) 

Thus  
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P(Y=1/X)=F (β0 +β1X1+ β2X2+ β3X3+ βpXp)…………. (iii) 

The increase in financial inclusion in the country will be calculated assuming the 

cumulative distribution as follows 

P(Y=1/x)= F(xβ)  ………………(iv) 

 

Where xβ is assumed as a random variable which predicts the probability of 

increasing financial inclusion and Y ranges between 0 and 1 the logit ranges between 

minus and plus infinity and F represents the cumulative distribution function. The 

model applied log odds of the outcome variable as follows: 

     ……………………….(V) 

Odds=  ………………………………(Vi) 

Where P is the probability of success and 1-P is the probability for failure and we let 

λ=β0+β1X1 

   …………………………………………….(vii) 

Thus  

The above holds for a unit change in X the odds are expected to change by a factor of 

expβ holding all other variables constant 

Through the use of natural logarithm on both sides logit regression can be done 

through  

 ………………………………………….. (ix) 

 

Through the above the model it provided probabilities of retention for combinations 

of independent variables and the best predictor variable. Usually the model deals with 

the binary dependent variable but the coding change to predict the targeted category 

which is the influence of the factors to the increase in financial inclusion.  

The coefficient of determination and the fitness of the model (R-squared) were used 

to show the extent to which the independent variables jointly lead to the increase of 

financial inclusion. 
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3.9 Ethical Consideration 

The respondents’ information was kept confidential and protected by the researcher. 

The researcher is bound to ethical considerations when conducting the study in order 

to avoid any harm to the respondents. 
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CHAPTER FOUR 

 

4.0 DATA ANALYSIS AND INTERPRETATION 

This chapter presents the findings and its interpretation along the study objectives and 

questions. The chapter first describes the demographic characteristics of the 

respondents and then presents the analysis of the data collected from the sample of 92 

respondents. 

In line with the research objectives, the questions were asked to elicit the measures of 

mobile money towards the increase of financial inclusion were analyzed together with 

the measures of other different variables that were determined that to have a chance to 

cause an increase in financial inclusion in the Tanzania. 

 

4.1 Descriptive Statistics 

The study included the following demographic characteristics of the respondents 

which were used to show the individual characteristics of users of different financial 

services.  
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Table 4. 1: Descriptive Statistics 

Variable observation Mean  Std.  

deviation 

Min  Max 

  Age  92 38 13.10041 18 74 

Gender 92 0.85 0.35887 0 1 

Income  92 565,052.1 533115.7 50000 3,000,000 

Usage of mobile money 92 0.98 0.10 0 1 

Frequency of usage 92 0.80 0.40 0 1 

Distance to access 

mobile money 

92 0.28 0.45 0 1 

Duration for attaining 

mobile money service 

92 0.34 0.47 0 1 

Accessibility of mobile 

money  agents 

92 0.87 0.33 0 1 

Mobile money 

accessibility in many 

areas 

92 0.87 0.33 0 1 

Fulfillment of Financial 
needs 

92 0.93 0.24 0 1 

Ease of use of mobile 

money 

92 0.95 0.20 0 1 

Introduction of new 

services 

92 0.83 0.37 0 1 

Knowledge on services 92 0.68 0.46 0 1 

Ownership of bank 

account 

92 0.84 0.36 0 1 

Access of Banks 92 0.46 0.50 0 1 

Duration to acquire 
service within a bank 

92 0.60 0.49 0 1 

Knowledge on the 

services 

92 0.68 0.46 

0 

1 

Introduction of new 

services 

92 0.66 0.47 0 1 

Accessibility of 

Microfinance institution 

92 0.62 0.48 0 1 

Duration for attaining 

services 

92 0.60 0.49 0 1 

Knowledge on services 92 0.55 0.49  0 1 

Source: Field data (2019) 

4.1.1 Age 

The mean age of the respondents is 38 where the minimum age of the respondents 

was 18 and the maximum age being 74 years. This specifies that the large number of 

these respondents is in the youthful. The findings also show that most of the users of 

the financial services are middle aged people. The age may affect the process of 

financial inclusion as an increase in individual’s age may increase the use of the 

mobile money.  The findings relate to GPIF’ observation that, the need for one to use 

financial services increases with an increase in age of  individual users. These aspects 
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do have a positive relationship with the each other. In the less developed countries the 

adults are seen to be less aware of the services provided by the financial institutions. 

This has effect on the access of the financial services given the problems of the 

infrastructure which culminate to inaccessibility of the services in most of the time. 

 

4.1.2 Income 

An average mean of the respondents is 565052.1 with the maximum of 3,000,000 

TZS while the minimum being 50000. The implication is that all income levels do 

require to make use of the financial services of the country. It has been revealed that 

the use of different financial services offered by different financial institution can 

vary depending on the income level of an individual.  

 

The people who earn high income are more likely to engage in the use of the financial 

services. In contrary, people with low income are more likely to not make use of the 

available financial services because they perceive these financial services cost like the 

charged fees may reduce the amount of their money. Thus the perception with the low 

income earners is that the financial services do minimize the value in amount of 

money. 

 

The income earners who earn low mostly perceive that the people who can normally 

make use of financial institutions like bank are the people who earn a lot and that the 

money which is saved in the account currently has no use at present. However, since 

all their income is used on the current expenditure they do not see the need to make 

use of the financial services. 

 

The country with higher income earners are likely to experience high level of 

financial inclusion and the opposite for countries with low income earners. 

4.1.3 Gender 

The financial inclusion is inclusive for both women and female, regardless of the 

gender. The access and usability of the financial services is the same and does not 

change with the gender of the individuals. Out of 92 respondents, 43 respondents 

were male and 49 respondents were female. This is equivalent to 46.8% and 53.16% 
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respectively. The almost equal gender representation suggests that both females and 

males do make use of the different financial services that are available and that the 

increase of financial inclusion in the country is not influenced with one’s gender.  

 

This finding concurs with a study done by Fin Sight (2017) that observed a small 

gender gap from the sampled population and that both male and female make use of 

the different financial services. The study revealed a 9% male and female gap in 

using the bank services and a gap of 11% for the male and female gap in the use of 

the mobile money services. 

 

Figure 4. 1: Proportion of Respondents’ Gender Information 

 

Source: Field data (2019) 

 

4.1.4 Education 

In the current space of living education is one of the most prioritized agenda as the 

knowledge attained can make one to be aware and understand different things that do 

occur in the economy. The financial inclusion and usage of financial services can be 

influenced by how knowledgeable the community is about the different services 

provided. Out of 92 respondents, 54  respondents attained the higher learning 

education, which is equivalent to 58.6 percent of the surveyed respondents; 34 

male female
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respondents have secondary education which is equal to 36.9% of the sampled 

population and; 4 respondents attained primary education level, which is equivalent to 

5.2 percent.  

 

Educated individuals are more aware of what the financial services are meant to do 

and therefore make use of them. On contrary, people with low level of education are 

more reluctant to make use of the financial services because they are not aware of the 

benefits of the services. .  

 

A study conducted in Australia observed that countries with low level of financial 

inclusion are characterized by majority illiterates. It further indicates that the years in 

school has positive relationship with the access of bank and most of the financial 

services. This means that, the more years one invests in education the more they are 

exposed to acquire financial services (Ratnasiry, 2016). Thus the education level of 

individuals in the community can highly affect the rate of financial inclusion in that 

community. 

 

4.1.5 Employment 

The employment of the individuals in the community has influence on the likelihood 

of individuals to be more included in the financial services usage system. Through the 

survey done in this study the respondents who were employed in the informal sector 

are 30, equivalent to 32.6 percent of the total respondents. The number of respondents 

employed in the public sector is 18 which equates to 19.5 percent; 44 (47.8%) 

respondents were employed in the public sector .  

 

The people who are employed in the formal sector are more likely to make use of the 

financial services as there income is directly transferred to the account by a certain 

financial institution. They are obliged to have an account which will help them 

acquire their earnings. Though they are directly connected and have an account with 

the financial institution, their use of the services is mostly limited to withdrawing 

cash as most of them do  not make use of other available services. For example, when 

the workers’ salary is deposited to the account most of the people withdraw the 
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amount they need and keep the remaining for later use and not to invest in means that 

could help them earn more like investing in fixed deposits.  

 

People working in the informal sectors are mostly not involved in the financial 

institution like banks because they are not forced to with the circumstances of their 

work place. To them, it is an option and mostly prefer to keep their money within 

their own reach. This suggests that, the usage of the financial institution may vary 

depending on where one is employed. 

 

4.1.6 Status of Mobile Money Usage 

This is the first objective of the study which sought to examine the status of mobile 

money usage in the country. This study was conducted in the Dar es Salaam city 

where there is a greater usage of mobile money services. Most of the adults residing 

in the city of Dar es Salaam have access to mobile phones and its relevant financial 

services. The findings revealed that, 98.96% of the total surveyed population was 

using mobile money services. At least 1.04 percent of the population was not using 

the mobile money services at all. The results reveal that, the mobile money services 

are used at a higher percentage because the requirement to get mobile money account 

is to have a registered number with the mobile network operators with a minimum of 

1000 TZS as an account opening balance, which is a manageable condition.  

 

This is supported by a study done by Intermedia (2013), which found 63% of the 

households owned or had access to a mobile phone and 56% had a minimum of one 

active Sim Card. This is one of the necessities to attain a mobile money account 

which is directly connected to the mobile money account. 

 

Almost 80.21% admitted that they do use the services frequently in their daily 

financial needs. The study revealed that mobile money services are most commonly 

used to facilitate transaction of different purposes related to daily financial needs of 

the respondents. The mobile money network operating companies keep diversifying 

their services that meet everyday demand for transaction through payments options, 

transfers, making purchases example purchase of airtime and bundles. 
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Figure 4. 2: Mobile Money Usage 

 

Source: Field Data (2019) 

 

The findings in the pie chart highlight that the services that are utilized by the mobile 

money service users which include saving and accessing loans. Mobile money 

services providers offer the saving services through the use of the account and 

through the use of the mobile established services like the M-pawa which finances the 

savings of an individual. This is different from the savings set aside from the normal 

mobile money account. It can be able to borrow money which is sent directly to the 

mobile money account for the user to access and which is supposed to be paid in a 

certain amount of time. Other mobile money network operators have other similar 

services which provide the same type of service. 

 

The customer may be able to access a loan of up to 500,000 depending on how good 

one’s score is. Thus this study has analyzed the respondents that use mobile money 

services to access savings and loans, who are 7% of the total respondents. This makes 
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it the least used service in the country, which may be due to the little information 

about the service or the reluctance to use the service because of mistrust in the 

system. 

 

Bills payments, the mobile money services do provide options for paying the bills in 

our normal daily routine. According to the data obtained, about 40% of the total 

respondents used mobile money to pay for the bills, making it the highest used 

service. This is because the mobile money has been able to cover the bill payments of 

different utilities like electricity and water bills are the most common bills that are 

paid through the means of mobile money. The payment for Tv subscriptions, 

insurance and other services have also joined in on the mobile money system. These 

have all made the mobile money the commonly used mobile money service as most 

of the bills can be paid for through the means of mobile money transactions. 

 

Deposits, transfer and cash withdraw are the second most commonly used mobile 

money services and the first services that were provided by the mobile money means 

which where the base of the mobile money. Deposit is when one is able to deposit a 

certain amount of money to the own account. Transfer is done through the exchange 

of funds from one user account to another user account and withdraw of cash occurs 

which a certain amount of money is deducted from their own account thus they are 

able to attain the cash from the mobile money agent. The findings established that the 

depositing, transfer and withdraw of money was used by 36% of the total 

respondents. 

 

Mobile payments are payments that are made to the merchants which the customer 

can pay the merchant through the use of the pay number. In order to use this, a 

merchant has to be registered with a certain mobile money operator to attain the pay 

number. This service has been able to reduce the risk associated with carrying around 

a lot of money when you want to go attain products or service. It digitizes the 

economy as it enables the economy to employ cashless transactions in most places. 

This service is most commonly used in the recreational business like restaurants, bars, 

fuel stations, Movies Theaters. It has also been seen that some hospitals and other 
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service have been putting up this option to make the payment easy. Lately a major 

mobile money network has established the master card service which allows the 

mobile money customer to be able to purchase different goods and services from 

businesses across the world.  

 

Although this service is associated with several benefits it is not a commonly used 

service. This may be because most people are reluctant to use it as they think that this 

would make spending money a lot easier and therefore make one spend much more 

than when that person makes payments through the means of cash. Some people also 

do not have much knowledge on these types of services provided within their phone. 

 

Buying airtime and bundles is a service that involves the purchase of airtime through 

the use of the mobile money account. This service has made it easier to obtain the 

airtime where in the past one had to go to access a nearby shop that would be able to 

provide that particular airtime through the means of voucher. This service is used by 

9 percent of the total respondents, though the airtime and purchase of bundles is 

mostly used by the mobile phone users, it is not normally obtained from the mobile 

money because there are other options like a purchase of bundle some offers.  

 

The usage of mobile money presented in the table and chart show that most of the 

users of mobile money use it to make transfer deposits and cash withdraws. All 

together accounts for 40.2% of the sampled population and only seven respondents 

(7.6%)  indicated to make use mobile money for mobile payments only.  

 

A similar study was conducted by Ndiwalana et al. (2010) and it was observed that 

most of its population used mobile money to transfer money and buy airtime. The 

emerging new transactions of making payment of bills and the newly introduced 

payment of school or tuition fees made the use of mobile money to be more than the 

other financial institution as a faster and reliable. This has made mobile money to be 

used more often because it meets daily demand of the people. 
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It is also evident that the mobile money services usage play a critical role to the 

growth of financial inclusion in different countries. The possession of an account 

alone is not significant enough. The study conducted by Mbidde (2017) indicated that 

most of the rural community in Uganda utilized the mobile money services through 

the cash deposit and cash withdraw and bills settlement. This promoted the financial 

inclusion in the country. It further indicated that, 70% of the households used the 

mobile money services for the cash deposit and withdraws. Up to 60% of the 

household used the mobile money services to settle bills to ensure mobile money 

services position to increase of the financial inclusion in the rural areas of Uganda. 

 

4.1.7 Accessibility of Mobile Money Services 

The study revealed the mobile money services are accessible because 71.88 percent 

of the respondents did not have to travel a long distance just to access the nearby 

mobile money agent. Up to 28.13 percent of the total population had to travel a long 

distance to access the nearby mobile money agent. In the city of Dar es Salaam the 

mobile money agents are located in most of the areas be it around the CBD (Central 

Business District) or parts away from it. The mobile money agents are widely 

distributed in most of the places making them easily accessible to the community. Up 

to 87.50 percent of the surveyed population revealed that the mobile money agents 

were easily accessible in many areas. in the findings concur with the study performed 

by GSMA (2015) in Kenya on the mobile money services which established that, the 

mobile money network had widened across the whole country with the network of 

48,524 agents. This makes the bank agents lag behind by having only 7052 agents 

across the country. This network of the mobile money agents has helped to reduce the 

financial exclusion of the people in the country.  

 

The study also connects with FinScope Tanzania (2017) which confirmed that many 

people in the country have access to financial services within the 5km radius. The 

most available service within that particular distance are the mobile money services 

where 55% of the mobile agents in the country are providing services from multiple 

providers. Three in five adults know where the nearest mobile money agent is the 

proximity of one kilometer of reach. 
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4.1.8 Duration for Attaining Mobile Money Service 

Findings reveal that it does not acquire a lot of time to attain the mobile money 

services from the mobile money agent. Up to 65.63 percent of the respondents 

revealed that they did not have to spend a long time to acquire service from the 

mobile agent. Otherwise, 34.83 percent did respond that they would use a lot of time 

to access services from a mobile money agent. This implies that, mobile money 

services are fast and do not demand a lot of time to process transactions.  

 

4.1.9 Ease of Use 

Most of the respondents agreed over the ease of use of the mobile money services and 

that it does not require a lot of processes to finalize the transaction and the 

instructions are very clear on what is to be done to transact. Thus 95.83 percent 

agreed that the mobile money services are easy to use and do not involve complicated 

process to use it fully; while 4.17 percent revealed that the services are not easy to 

use. 

 

4.1.10 Fulfillment of the Financial needs 

Mobile money do have a wide variety of services to choose from which suit the needs 

of people. The needs may be transfers, payments through mobile money services, 

paying bills, accessing petty loans and many others. The findings revealed that 93.75 

percent of the surveyed population did see that the mobile money services do fulfill 

their daily financial needs. It is evident in a study conducted by Fin Mark Trust 

(2016) that the adoption of the mobile money system was based on the suitability of 

the services to the financial needs of the people in five countries. The study also 

indicated that the convenience of using mobile money and its suitability was the 

reason people used mobile money. For the part of individuals, it was the only way 

available to conduct financial transaction. 

 

4.1.11 New Mobile Money Services 

The mobile money services network providers usually introduce services that can be 

able to diversify their market to fulfill the needs of the people. Based on the findings 
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of this study,  83.33 percent of the respondents agreed that the mobile money network 

operators frequently do introduce new services which cater for their increasing needs 

of transaction.  

 

The study concurs with the findings by GSMA (2017) that the use of mobile money 

services has changed because of the new services that are introduced daily. In the 

year 2011 mobile money was predominantly being used to make transfers and 

purchase airtime. When the time went by the mobile money started to be used for the 

provision of its new services such as paying bills together with the newly introduced 

services as a getaway from the credit, saving and insurance. These have widened the 

scope of mobile money and have has led to the increase usage of the mobile money 

services. 

 

4.1.12 Knowledge on the Mobile Money Services 

The financial literacy is one of the major factors that hinder individuals to use certain 

services. The mobile money services are widely communicated through 

advertisements and mobile phone texts that provide information about a certain 

products. At least 69.79 percent of the total respondents shows that they have 

knowledge on most of the services that are part of the mobile money service and; 

30.21 percent  do not have much knowledge on most of the services which are a part 

of the whole mobile money service. 

 

The findings connect with the study conducted by Cherwon & Samuel (2016) which 

revealed that almost 94 percent of the adult population could name a mobile money 

provider that they are aware of. Otherwise, 85 percent of the adult population used 

mobile money exclusively. Most of the low income earners access mobile money 

services largely as compared to other financial institutions as they attain the 

knowledge on the services provided through their different advertisements. 

 

4.1.13 Ownership of Bank Account 

Ownership of a bank account is a step further towards financial inclusion of the 

population. About 84.3 percent of the population revealed that they had ownership of 
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any bank account that was provided by the banks and 15.63 percent of the surveyed 

population revealed that they did not have ownership of any bank account. This 

suggests lack of necessary requirements to open up a bank account and the long 

process which are involved. The banks have recently tried to reduce their minimum 

requirements in order to accommodate more people and to keep up with their 

competitors through minimizing their procedures. 
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Figure 4. 3: Ownership of Bank Account 

 

Source: Researcher’s Own Survey 2019 

 

4.1.14 Access of Banks 

Access to a financial institution at ease is one of the major factors leading to the 

financial inclusion in the country. About 62.50 percent of the respondents did agree 

that they had to travel to a distance to access the nearby bank branch with which they 

own an account. Nevertheless, about 37.50 % of the respondents did not have to 

travel a distance to acquire the nearby bank branch.  

 

The results suggest that bank branches are not easily accessible in most area. The 

current study supports the findings by Giriyan (2017) which established that an 

estimated half of the population in Kenya must travel for more than thirty minutes to 

get to the nearest bank. The findings also relate with Intermedia (2017) where most of 

the banks accessibility has reduced in the recent years due the closure of the bank 

branches with the banking sector consolidation  

 

4.1.15 Duration in Acquiring Service at the Bank 

The findings show that it takes a long time to acquire services in the bank. About 

60.42% agreed that it takes a long time to acquire services at the bank due to the 

queues of people seeking similar services and the length of transaction process. Up to 

Yes No
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39.58% of the respondents revealed that they do not spend a lot of time to acquire 

services in the bank. This is due to the newly introduced ways to serve. For example, 

agents are present within the banks to perform low amounts transactions, usually less 

than 1,000,000 TZS.  

 

4.1.16 Knowledge on Bank Services 

Most of the respondents are aware of the services provided by the bank. This 

accounts for 68.75% of the population who have the knowledge in most of the 

services that are provided by the bank. The rest, 31.25% of the respondents do not 

have knowledge on most of the services that are provided within the bank. This is 

because, although the banks do create advertisement, they often do not communicate 

their services to the community of prospective users.  

 

The study done by Dobbels (2015) revealed that the households were not taking the 

opportunity to make use of the banking system that was previously available to them 

because they lacked knowledge on the service offered. The findings also noted about 

60 percent of the sampled respondents who knew that there were different bank 

branches in their neighborhood. Majority of the respondents, however, did not know 

about the available accounts. 

 

4.1.17 Introduction of New Services 

The findings reveal that about 66.67 percent of the total respondents agree that the 

banks currently have been introduced new services which can be able to move with 

the pace of everyday changing competitive environment. That will enable to capture 

new market and new customer while securing the previous market. The findings 

connects with the study  conducted by Ngando (2017) which observed that the banks 

usually introduced new services which are in line with  technological innovations that 

was meant to ease the use of the services provided by the banks but they do not 

determine the performance of the bank and do not necessarily attract new users. It 

was further noted that these innovations increase the cost to the customers as the 

banks obtain more income away from the traditional sources like interest and asset 

financing 
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4.1.18 Accessibility of Microfinance Institutions 

Most of the microfinance institutions are community based. That is to say, the 

workers who are in the same work space may become members of that microfinance 

institution, some of whom may neighbors. About 39.5% of the respondents revealed 

that they do not have to travel a long distance to access the nearby microfinance 

institution, whereas 62.5% revealed that they have to travel a distance to access the 

nearby microfinance institutions.  

 

The findings are in line with the Fin Scope (2017) observation that most of the people 

in the community do not know where the microfinance institutions are located 

because they are not big institutions to guarantee inclusion of majority. 

 

4.1.19 Duration for Acquiring Service in a Microfinance Institution 

 Findings revealed that 39.58% of the population does not take much time to acquire 

services at the financial institution. Up to 60.42% of the respondents revealed that it 

does take a long time to acquire services at the microfinance institutions compared to 

other financial institutions. This may be a result of the fact that most of the 

microfinance institutions do not provide a wide range of financial services and that 

the services they provide usually take a while to process and finalize. 

 

4.1.20 Knowledge of Services by Microfinance Institution 

The findings reveal that, 55.21% of the total respondents agreed that they have 

knowledge on most of the services provided by the microfinance institutions. This is 

based on the reason that microfinance institutions have the same services and only 

rarely are new services introduced. These institutions are mainly started and perform 

with a purpose and it is normally  regulate along the same purpose. The rest 44.7% do 

not have knowledge of what the microfinance institutions has to offer. The results are 

similar with those by Fin Scope in the study which observed that most of the people 

fail to make use of the micro finance institutions because they lack awareness of how 

they operate. 
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4.2 Logit Regression Analysis Model 

Table 4. 2: Logit Regression Model 

Explanatory variables  Coefficient Marginal Effect (dy/dx) 

Constant 2.956** 

[0.004] 

 

Age 0.006 

[0.855] 

0.001 

[0.850] 

Income 0.0001*** 

[0.000] 

1.58* 

[0.075] 

Employment 0.889 

[0.196] 

0.013 

[0.354] 

Mobile money 4.652*** 

[0.000] 

0.570** 

[0.003] 

Innovation of mobile 

money 

0.6338 

[0.652] 

-0.008 

[0.599] 

Banks 2.575** 

[0.012] 

0.0657* 

[0.092] 

Microfinance institutions -1.497 

[0.110] 

-0.021 

[0.171] 

Number of observations 92  

Log Pseudo likelihood -22.415047  

Wald Chi2 (13) 29.54  

Prob> Chi2 0.0001  

Pseudo R2 0.4613  
 

Note: 

Dependent variable is Increase in financial inclusion 

Robust Standard error in brackets  

* indicates Significance level at 10%, ** Significance level at 5% *** Significance 

level at 1% 

dy/dx is for discrete change of dummy variable from 0 to 1 

 

The overall significance of the study is 0.0001 which is very significant and which 

asserts that the variables in the model are significant enough to present the 

relationship with the dependent variable that is presents. 

According to the findings the income of people has positive relationship with the 

financial inclusion of the community. In other words, the income of the people in the 
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community increases most likely with increase in financial inclusion. This variable is 

significant enough to cause a significant effect on the increase in financial inclusion 

with a p-value 0.075 which makes the variable significant at 10%.  

 

The findings imply that, an income influences the increase of financial inclusion of 

the people in the country. The findings are in line with the study by Dienillah et al. 

(2018), which observed that higher income countries have higher financial inclusion 

and that its effects are large compared to the lower income countries. The coefficient 

estimate of the variable income has a positive increase using the marginal effect. This 

indicates that a change in the level of income by one unit it will bring about 7.5 

percent change. Thus the marginal effect indicates the contribution of the level of 

income to the increase of financial inclusion in Tanzania at 7.5 percent. 

 

Age has a positive relationship with the increase in financial inclusion as its 

coefficient is positive (0.001). Although the variable has a positive relationship with 

the increase in financial inclusion, its significant level is not significant enough to 

cause a major effect as its p-value of 0.850 which is greater than the alpha at any 

significance level. 

 

The sector of employment towards the increase of financial inclusion is minimal with 

a p-value 0.354 which is greater than the alpha at all the significant levels. This 

makes it not significant enough to represent any changes to the increase in the 

financial inclusion. People working in the different sectors of employment in the 

country may have differences in choice of the financial services. However, this has 

effect to the increase of the number of people accessing a certain financial service. 

 

Mobile money is one of the most significant factors that lead to the increase in the 

financial inclusion in the country. The findings reveal the mobile money has a 

differentiated coefficient of 0.570 and the p-value of 0.003 which makes the variable 

very significant to play a major role to increased financial inclusion in the country. 

The study conducted by Mbidde (2017) supports the argument in that mobile money 

services has promoted financial inclusion and that the services have been utilized by 
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the community in Uganda including the rural areas where other financial services are 

not commonly present. Ssonko (2010) has a different insight regarding the 

relationship between the mobile money services and the financial inclusion.  

 

It was finalized that the mobile money services do provide crucial services especially 

to the unbanked population. The mobile money accounts do not necessarily increase 

the number of bank account holders in the financial system of the country and does 

not have services like saving. This makes its contribution to the financial inclusion 

limited. This argument may be on the difference in time that the mobile money 

services through the recent innovation has enabled the saving of the funds though not 

as large as the banks and that it enables to store fund for specific objectives. 

 

Bank is also one of the variables which are significant enough to lead to the increase 

in the financial inclusion in the country as it has a p-value of 0.092 which is 

significant at alpha 0.1. This makes the role of mobile money towards the increase in 

financial inclusion very significant. In a study by Iqbal & Sami (2017) it was 

observed that banks play a crucial role to the increase of financial inclusion in the 

country because they are used as  means to save and to attain credit. The financial 

inclusion initiatives have been taken and were successful to open up large number of 

bank account to increase financial inclusion in the country.  

 

The positive relationship with the dependent variable asserts that, the more initiatives 

banks take to increase its customers the more likely to increase financial inclusion in 

the community. These results are in line with the current situation in the country as 

the banks have taken initiative to have agents who make the banking services nearer 

to the community than the bank branches. Such initiatives have made the service 

more accessible and therefore increased the financial inclusion. 

 

The microfinance institutions in the country are one of the commonly used means to 

provide small loans and savings. This variable has a negative relationship with the 

increase in the financial inclusion in the country as its coefficient being -0.021 with 

the p-value of 0.17 which is greater than the alpha at all the significance level. It will 
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bring about minimal effect on the increase of financial inclusion as compared to other 

factors. Thus the role of microfinance institutions towards the growth of financial 

inclusion is minimal.  

Thus the results from the logistic model provide an answer for the second objective. 

The study was designed to assess the role of mobile money services to the increase of 

financial inclusion in the country. The increase of financial inclusion is attributed by 

many variables. That is why the role of mobile money is assessed along with the 

other variables. The role of mobile money services has a critical role to the increase 

of financial inclusion together with the other variables like income and banks. They 

significantly cause an increase in financial inclusion in Tanzania. 

 

4.3 Challenges in Using Mobile Money for Financial Inclusion 

The third objective of the study was to assess the challenges of mobile money. In 

other words, these are factors that minimize the ability of the customers to fully 

utilize the services provided.  Challenges faced by the people in using mobile money 

are analysed: Although mobile money services are always reliable and accessible, the 

network problem at times affects the performance of the transaction. Most of the 

times the network of the mobile money services experience overload, which leads to 

slow performance of the transaction and late confirmation of the transaction. 

,Respondents also complained of incidences where one sends the money which does 

not reach the intended recipient. 

 

 A common experience shows that, mobile network may be down/weak for more a 

relatively longer time. In such scenario, people are disconnected not only from the 

mobile money services but also the communication processes. The findings support 

the observation by Otieno et al. that the delay of the transactions gets users irritated as 

they were forced to wait a long time to complete the transaction.  

 

Furthermore the respondents also were concerned that the network with bill payments 

companies is mostly affected, especially when paying for power and water among 

other utilities.  
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The findings of the current study confirmed several challenges related to liquidity 

insufficiency and agents’ lack of enough funds to perform the transactions that 

involve large amount of money. Although there are many agents in the city of Dar es 

Salaam, majority do not have cash when one wants to withdraw large amount of 

money and do not have enough floats when one wants to deposit a large amount of 

money. In this state, a person has to make several small transactions involving many 

agents which require some time wasted.  

 

Customers are limited to transfer a huge sum of money by mobile money. People use 

mobile money to make transfers for small amount and other means for large sum of 

funds. This creates a feeling that the system is inconvenient to perform financial 

transactions. The findings support a study done in Zimbabwe, where mobile money 

agents had difficulties related to liquidity and thus led people to spend more time and 

resources traveling to access distant mobile money agent. 

Customers see mobile money fees as relatively high especially when withdrawing 

cash. It is seen to be regressive and proportionally high when one is withdrawing a 

small amount of cash and proportionally low when one withdraws a large sum of 

cash. The below table shows the fee structure of mobile money cash withdraw used 

by majority mobile money network operators. 

 

Table 4. 3: Fee Structure for Cash Withdraw 

Amount to Withdraw Fee per cash withdraw Proportion of the fee to 

the amount of cash 

withdrawn 

100-999 - - 

1000-1999 350 17.5% 

2000-2999 350 11.6% 

3000-3999 600 8.75% 

4000-4999 600 12.0% 

5000-9999 800 8.0% 

10000-19999 1300 6.5% 

20000-39999 1650 4.1% 

40000-49999 2250 4.5% 

50000-99999 2600 2.6% 

100000-199999 3500 1.7% 

200000-299999 5000 1.6% 



48 

300000-399999 6000 1.5% 

400000-499999 6500 1.3% 

500000-599999 7000 1.1% 

600000-799999 7500 0.93 

800000-1000000 8000 0.8% 

1000000-3000000 8000 0.2% 

Source: Researcher’s Survey 2019 

 

Details in table 4.3 represent the proportion of the fees charged to the amount 

withdrawn. The lower the amount withdrawn, higher the proportional fee for the 

withdrawal. When the amount withdrawn is high then the proportion of the fee to the 

amount is decreases and therefore the charges are considered to be regressive.  

 

The high fees and charges limit the active use of the mobile money account as the 

usage of the account becomes costly for one to perform transactions. Though having 

access to the account is one step further for financial inclusion, the active usage of the 

financial account is a greater step further to the achievement of successful financial 

inclusion.  

 

Thus the mobile money providers should lower their fees and charges in order to 

promote more and frequent use of the account. It is evident in the study by Siddik et 

al. (2014) that high financial cost is a significant factor affecting mobile money 

service adoption.  

 

The amount of money used to pay for the service should be less than the amount that 

will be used to pay for other services. Service providers should therefore lower fees in 

relation to other competitors. the cost effectiveness of the service will enable one to 

adopt the service at a greater scale (Ramsamy, 2009). It is also proved by Cooks 

(2017) that Tanzania charge twice as compared to the nearby country Kenya on the 

cash out transaction because of the direct deposit of the customers. Transfer fees have 

been observed to discourage the use of mobile money account. This challenges the 

mobile money providers to make up for the lost revenue. 
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Another challenge analyzed by the respondents is that the reversal of the transaction 

takes a long time. The reversal of a wrongly performed transaction takes a long time 

to be completed. It takes up to a maximum of 72 hours for the reversal of transaction 

to be completed in some networks. Of course, in other networks it may take from 24 

to 12 hours to reverse the transaction. In some mobile money networks the reversal of 

transaction may take up to two hour.  That is mostly the case for transactions which 

are less than 100,000 TZS. The transaction whose amount is greater than 100,000 

TZS may take up to 72 hours for the reversal to be completed.  

 

In order to address the delays in transaction reversal, the major mobile money 

network operators have recently introduced the self-reversal option. There is however 

a challenge that these services are not well communicated to the public such that 

many users are reluctant to use the service on their own. Many opt to use the old 

method of making a call to customer service, which takes longer time to address the 

transaction fault. The sender of the transaction will be able to initiate the reversal of 

transaction two hours after the transaction was successfully sent while the receiver 

can initiate the reversal of that particular transaction at any time. 

 

The mobile money system in the country is faced with serious theft and fraud. There 

are different types of extortion occurring in the country. The most common means is 

the extortion through the messages randomly sent to people that they should send the 

intended money to a specified number. Others would call you and tell you know that 

you won a certain competition and that you would have to follow instructions like 

telling them your account balance which they will later use to send you the won 

balance. Others may tell you they they have wrongly sent a transaction to your phone 

that they seek a help from you to reverse the transaction back.  

 

Conmen also extort money from people by sending out text messages that your kid 

has been badly injured that they need some money to admit the child to a hospital. 

They want you to send some money that can enable them to do the first necessary 

procedures before you are able to reach the hospital. Alternatively, when one’s phone 

is stolen the network number is used to extort money from the contact list of that 
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phone. In the most recent article by Zacharia (2018), it was reported there have been 

an increasing existence of thieves through the mobile money. These people keep 

introducing new with ways to extort money from the users of mobile services.  The 

TCRA have tended to advise the community to take precaution before sending the 

money to new numbers and that such incidents should be reported to them.  

 

The fraud through the mobile money has made the police to take some initiatives to 

create awareness to the community. They sent SMS requiring everyone to be 

responsible and not send money to unknown number just because you received 

messages instructing you to do so. Through these activities of theft through the 

mobile money services most of the people limit their use to transfers and paying bills 

only and not diversify the use for it like getting into saving through the mobile money 

services because they are unsure of the security of their money in long term.  

 

In some cases the theft through this service is done by people who are close to each 

other. They give out their security Pin to each other for handling their transaction. 

This is mostly common with the elderly people or some provide their Pin to the 

mobile money agents to assist them to withdraw money. They end up getting 

scammed by either being given smaller amount of money or being lied to that the 

network is not good and that the transaction was not successful. The mobile money 

agents are said to be mistrustful especially when one sends the money to another 

person. They may end up sending smaller amount of money than the intended. Such 

practices have made mobile money to be perceived as the easiest means for scam. 

 

The outcomes of the fraud are evident in the mobile money services. They affect the 

credibility of the service because the individual subscribers will be discouraged from 

using the mobile money services because they do have fear of losing their money. 

The brand image will be ruined as the people associate that particular brand with 

fraud. Other effects include losing customers and failing to expand the business 

because the potential customers are not ready to take on a service that they can easily 

be scammed.  
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The high rate of fraud will discourage the mobile money agents to invest much in the 

liquidity because of the increased risk of getting scammed with a lot of money. The 

numbers of subscribers are more likely to go down as the subscribers want to access 

the service which is secured. The fraud will therefore affect the number of 

transactions and the customer base growth. 

 

The cash limit to put into the mobile money account in most of the mobile money 

operators is TZS 5,000,000. The limit to transfer money from one user to another at 

once or per one transaction is TZS 3,000,000. In other network operators, the 

maximum transfer per one transaction is TZS 5,000,000. Such limits for mobile 

money transfer of large amount of money make people to adopt other means for the 

large sum of movement. For example a bank account can hold very large sum of 

money as there is no limit to the amount that one can put in the account. That leaves 

the mobile money to be used only for the petty amount transaction as it cannot 

perform transactions for the large amount of funds.  

 

The limit to transaction and saving through the mobile money also affected the 

growth of the mobile money services in Ghana. Mobile money services users were 

allowed to make payments or transfer exceeding a certain amount of money. The 

transfer from one user to another was not allowed to exceed GH¢ 1000per day and 

the balance to one’s account should not exceed GH¢. Putting these limits was a 

hindrance to promoting cashless transactions thus affecting the increase of financial 

inclusion in the country (Bruce, 2016). 

 

The mobile money network operators often put out so many services that are not 

clearly understood by the people. This is one of the major hurdles because some 

services cannot be used by the targeted people as they are not sure of what the 

services are meant to.. For example network operators have recently introduced a new 

service called the overdraft. The service enables the customer to complete the 

transaction even when their accounts do not have enough balance. Despite the 

ongoing advertisement, some people may not know about because there are 
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promotions of other services by the same network operator, thus presenting a 

challenge for people to understand the service.  

 

The mobile money service providers should increase the time span when they are 

trying to release new services in order to make users aware of what the service is 

meant to perform. This will allow even the late adopters of new services to be able to 

adopt the services. The promotional activities that are operated by providers of these 

services advertise the product when the services are new and cease when they in the 

market in a short time.  

 

Service users do not meet the minimum requirement for the registration. Some users 

of the mobile services operate through the name of other persons, some of which 

belong to relatives or friends because they are unable to meet the minimum 

requirements for registration. Some of the requirements include possession of 

government identity card.  

 

This is a challenge to many people in the rural and the urban areas of Tanzania. This 

makes them use a number registered under someone’s name and which is risk in case 

of any problem with the network card. Some of cases which present typical risk are 

scenarios where one forgets a mobile service password. In such circumstance, one is 

forced to possess an ID in order to get the problem addressed.  

Tanzania is currently implementing biometric registration of the mobile phone by 

using NIDA identification number. This is expected to register the phone number 

which is the same as the one registered with NIDA and that it will connect the 

information  to the mobile phone number. Since May 1st 2019 this registration has 

been ongoing. The major aim is to restrict and tighten the rules on the SIM card 

registration. This registration is aimed to reduce forgery of the information used in the 

mobile money system and the criminal activities that usually occur through the 

mobile phone and mostly the mobile money accounts.  

 

The process is implemented along the aims to minimize criminal activities and ensure 

security of the mobile phone usage in general. It is however believed that it will 
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decrease in the amount of subscribers as most of the Tanzanians do not have the 

identification card and some are not even bothering for the biometric registration. 

When this has become a rule, many people are expected to lose access to their mobile 

phone numbers. Some of the users are below the age to obtain the governmental 

identification. The biometric registration is expected to result into many numbers 

which do not meet registration requirements and therefore reduce the number of 

mobile service subscribers. 

 

 

 

 

CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.0 Introduction 

This chapter presents the summary of the study on the role of mobile money to the 

increase of financial inclusion in Tanzania. The chapter also presents the conclusion 

based on the findings of the study, the policy implication and the recommendations 

based on the findings and the areas for further studies. 

 

5.1 Summary and Conclusion 

Summary 

A significant number of the respondents in the study area had little access to most of 

the financial institutions. This has led to the low usage of these financial services. 

Most of the people in the country had to travel to a certain distance to access the 

nearby financial services. The recent  evolution of mobile money has made the 

financial services available in close proximity to individuals and can be accessible at 

a walking distance. 

 

The present study analyzed the role of mobile money to the increase of financial 

inclusion in the country. The study was guided by the specific objectives of analyzing 

the status of mobile money usage in the country; assessing the role of mobile money 
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to the increase of financial inclusion in Tanzania and; to identify the challenges that 

limit the use of mobile money services for financial inclusion. 

 

Data was collected from a sample of 92 respondents in the city of Dar es Salaam. The 

analysis was done by using descriptive analysis. The logit regression model was also 

used..  

 

The mobile money services are widely used across country. Large number of the 

sampled respondents agreed that they do make use of the mobile money services to 

cover their day to day needs of transactions. Some evidence also indicates that the use 

of mobile money has expanded because the minimum requirements to attain the 

mobile money account are low compared to the other financial institution. 

 

The role of mobile money toward the increase of financial inclusion in the country 

was analyzed by using logit model. The mobile money services were observed to be a 

significant factor that influences an increase in the financial inclusion. The bank as 

one of the financial institution had a positive and a significant effect to an increase of 

the financial inclusion in Tanzania. The microfinance institutions constituted the 

variable whose effects were analyzed on the increase of financial inclusion in the 

country. The findings indicated that there is insignificant relationship between the 

microfinance institutions with the increase in mobile money services as the variable 

being significant enough to enable increase in the mobile money services. 

 

The third objective of the study was to identify challenges faced by the mobile money 

users. The findings indicate some serious challenges including network problems 

which limited the number of transactions which caused delays in the transactions. The 

findings also indicated a liquidity problem where the mobile money agents did not 

have enough float to deposit and enough cash to withdraw money.  

 

The other challenge faced by the mobile money users is the large amount of cash 

withdrawal charges by the mobile money operators and extortion through the mobile 

money. The reversal of transaction takes a long time to be finalized and hence serve 
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as a challenge to use of the mobile money. The limit of the amount to deposit and 

transact also limits the usage of the mobile money services to certain amount. 

Furthermore, some of the mobile money operators provide many services which are 

not clearly understood, thus limiting their authenticity 

 

 

Conclusion 

It is concluded in this study that, mobile phones per take a very crucial role in 

influencing the increase of the mobile money services in Tanzania as a form of the 

financial services that are mostly accessible to the people regardless of their income 

state. Banks present a significant factor that leads to the increase of the financial 

inclusion in Tanzania. Various efforts have been taken to make the bank services 

available to people through the use of agents. Banks have spread out services to many 

people has and thus led to an increase of financial inclusion in the country.  

 

5.2 Policy Implication 

Making reference to the Bank of Tanzania it is reported through its monetary policy 

issue of 2019 that up to 83.4 mobile money transactions were done, with equivalent 

worth 2.1 billion USD. This represents an increase of 85.7 increase, which is the 

greater than the reported figure in the previous years. Thus the use of mobile money 

keeps increasing as many services are connected to the mobile money system to ease 

its use and payment. The BOT is advised to lift or minimize most of the restrictions 

on the mobile money financial services providers. The proper regulations of the 

services should be done to reduce the risks  

 

The bank of Tanzania has linked other services provider for their payment to go 

through the mobile money system. This is caused by the high demand for the 

interoperability of the financial services providers through the system known as the 

Tanzania Instant Payment System (TIPS). The system is meant to integrate the 

payment system into one system which will provide means for cost effective 
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transactions and security. The system is also expected to promote the digital 

payments thereby increase in financial inclusion. 

 

This study has very important policy implication to the policy makers and the 

regulators of financial services. The government should support the efforts of the 

mobile money made by raising the limit set as the maximum limit to enable more 

people to rely on the mobile money for savings. Such a raise may increase the users 

of the mobile money system. 

 

5.3 Recommendations  

The issue of promoting financial inclusion is still a relevant concern to the country. 

Along that view, the current study makes the following recommendations:  

 

The mobile money should keep introducing new services and spread the knowledge 

on the services that they do provide in order to make the people more knowledge on 

the established services and how to integrate them in the everyday use. Emphasis 

should be put more on educating people to diversify their use of the mobile money. 

The findings indicated that a large percentage of the mobile money users use a few 

number of services from many. The mobile money operators should invest more on 

promotion on services like mobile payment which serves as the base for cashless 

transactions and the digitization of the economy. 

 

The financial sectors like banks should encourage the uptake of agency business by 

the mobile money agents. This is from the fact that, large number of the bank agents 

are also the mobile money agents with all the required minimum requirements to be 

registered for that particular business. This will make the bank services to be more 

accessible to many more people in the country.  

 

The microfinance institutions should be more focused in making people to know the 

type of services they do provide to their community. Microfinance banks should 

reduce their interest rates to make the people with low income to access the services 

which will promote its use among the people. 
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The mobile money operators should focus to provide the best network base through 

the investment in the network coverage to avoid the over jammed transactions and 

long waiting time to finalize a single transaction. In case of any disruptions that may 

occur on the network, experts should be able to resolve it instantly.  

 

The network providers should invest in their staff training such that they can operate 

without depending on expatriates to come from. This will address the losses and 

waste a lot of time and will address the cost of operations to the network providers.  

 

The mobile money regulators should review the limit of amount in transaction and 

save money through the mobile money account.  The users of the mobile money 

system should be made aware of the transactions that they are performing to avoid 

any possible scams. They should take precautions provided by the police seriously 

and be able to practice self-protection against these scams that are always trying to 

find people to extort money from.  

 

Mobile money providers should provide the charges on the withdraw fees that are 

proportional to the amount being withdrawn by ironing out the withdraw charges 

such that they are not proportionally regressive.  

 

The mobile money network operators should provide some incentives to the agents in 

order to maximize the earnings. For example, these may be increased monthly 

bonuses which will enable the mobile money agents to increase their capital. This will 

help the mobile money agents to have enough float and cash to serve customers with. 

The mobile money service providers should communicate more often on the new 

services that are introduced to avoid confusion and  hence increase knowledge on 

what the services are about. 

 

5.4 Areas for Further Research 

The present study analyzed the role of mobile money on the increase of financial 

inclusion in Tanzania. The researcher proposes that future researchers should do 
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analysis of the role of mobile money to the increase in financial inclusion in the other 

East African regions. There is also a need to investigate on the effects of the growth 

of mobile money services on the performance of other financial institutions. 
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APPENDICES 

Questionnaire 

Dear respondents my name is Specioza M. Kavalo student from Mzumbe 

University Dar es salaam Campus College pursuing a Master’s Degree in 

Applied Economics and Business. This questionnaire is for academic purpose 

aimed to investigate the role of mobile money towards the increase of financial 

inclusion in Tanzania. The data gathered is vital for completion of my course the 

information will be kept confidential. 

Please tick in the box provided fill in the space provided in the questions. 

PART A: Demographic Data  

Age…………..      Gender; Female (  ) Male (   ) 

Education Level: 

 Primary Education (  ) Secondary Education (  ) University Educatio (   ) 

Average Income per Month ……………… 

Employed  in: 

Public sector (  ) Private Sector (  ) Informal Sector (  ) Unemployed (  )  

PART B: Assessing the Role of Mobile Money Towards the Increase in Financial 

Inclusion in Tanzania 

1.Do you use mobilemoney services Yes (  ) No (  ) 

2 Do you use mobile money often? Yes (  )  No  (   ) 

3Which services do you usually acquire through Mobile money services?................... 

4 Do you have to travel a long distance to access the nearest mobile money agent?  

Yes (  )  No (  ) 



65 

5 Do you spend a lot of time to access services from a mobile money agent? Yes(   ) 

No( ) 

6 Mobile money agents are easily are easily accessible Yes (  ) No (  ) 

7. Mobile money agents are easily accessible in most areas Yes (    ) No (   ) 

8. Does mobile money fulfill your daily financial needs?  Yes (   )  No (   ) 

9.It is easy to use mobile money service. Yes (  ) No (  ) 

10 Mobile money providers usually introduce new services Yes (  ) No (  ) 

11 Do you have knowledge on most provided mobile money services Yes (   ) No (   ) 

12 Do have ownership of any bank account? Yes (  ) No (  ) 

13. Do you travel a long distance to access a nearby bank? Yes (  ) No (  ) 

14. Are banks easily accessible in most of the areas? Yes (   ) No (   ) 

15 It takes a long time to acquire service in a bank. Yes (   ) No (   ) 

16. Do you have knowledge on most of the services provided by the bank?  Yes (  ) 

No (  ) 

17. Do banks normally introduce new products? Yes (  ) No (  ) 

18 Do you need to travel a distance to access nearby microfinance institution? Yes(  ) 

No      (  )_ 

19 It takes a long time to acquire service of microfinance institution. Yes (  ) No (  ) 

20 Do you have knowledge on the most of the services provided by the microfinance 

institutions? Yes (  ) No (  ) 

  



66 

21 What are the challenges you face when using mobile money services? 

…………………………………………………………………………………………

…………………………………………………………………………………………

………………………………………………………………………………………… 

 

 


