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EXECUTIVE SUMMARY

This is an Evaluation Report of Tanzania Development of Rural Finance Windows (RFW), a 
European Union funded project implemented by CIDR in partnership with the MFI PRIDE 
Tanzania, The overall objective in this evaluation is for the consultants to give an opinion on the 
performance and impact of the program, as well as a mid -term perspective of the initiative, see 
Appendix A - Terms of reference (ToR).

Rural finance Windows is a rural microfinance project which was transferred to PRIDE Tanzania 
by Centre for Research and Development (CIDR) in January 2007. The transfer of the project 
was preceded by nearly four years of collaboration in piloting the project in Iringa region. Upon 
the transfer, the project came under the direct management of PRIDE RFW, an autonomous 
entity span-off from PRIDE Tanzania to manage the project, while CIDR changed its role to 
become the project’s technical support partner. Following the successful pilot test of the 
project in Iringa, a second branch was established at Morogoro in 2008 and eight additional 
branches were opened in Korogwe in Tanga region, Babati in Manyara region, Kyela in Mbeya 
region, Ifakara in Morogoro region, Singida and Shinyanga in 2010. Two other branches were 
established in Dodoma and Njombe in 2010 as part of the plan to roll out RFW in various parts 
of the country.   

The PRIDE RFW in Tanzania was launched in 2007 through funding from CIDR, PRIDE Tanzania 
and Tanzania Investment Bank (TIB) Limited, as follows in TShs:-

GRANTS: CIDR 472,146,362

PRIDE Tanzania 2,941,189,645

LOANS:   TIB 2,000,000,000

In 2009, CIDR received a grant from the European Union (EU) under its two-year Food Facility 
Programme. This evaluation covers CIDR support to PRIDE RFW from November 2009 to 
October 2011 through the EU funding. 

The overall objective of the evaluation is for the consultants to give an opinion on the 
performance and impact of the programme and the mid-term perspective of the initiative. This 
report is based on surveys of 100 clients, interviews with managers and staff of PRIDE RFW in 
four branches and the headquarters and on analysis of the PRIDE’s own financial and
operational data.

PRIDE’s objective is to provide microfinance services to smallholder farmers and operators of 
microfinance enterprises in rural areas. It is meeting that objective satisfactorily. As at 31st

October, 2011 it had a loan outstanding portfolio of Euro 1,123,795 to over 16,060 borrowers. 
It had disbursed 23,948 loans worth over TShs 5.1 Billion.

Currently PRIDE has 10 branches and 29,122 registered clients. It has reached a fiscal point 
where true sustainability is realistically possible in the next three years.

PRIDE has a strict loan security criterion (25% cash collateral) and a progressive approach to 
lending. The large demand for small loans allows PRIDE to be selective. To some extent these 
criteria do provide a bottleneck to poorer clients who cannot meet cash collateral 
requirements. PRIDE fills a credit niche that no institution is meeting in Tanzania. Because the 
demand of these loans is so high, PRIDE faces little competition.

There is ample evidence that clients in the 4 branches visited have experienced positive impacts 
from the loans they received from PRIDE RFW. These impacts include increase of land under 
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cultivation, increased production of crops per acre of land, increased income from agribusiness 
activities, and increased enterprise and household assets.

PRIDE clients report a very high rate of satisfaction with PRIDE RFW’s credit services. This 
evaluation has established that 80% of the clients are satisfied with the quality services they 
receive from PRIDE RFW. This is further supported by the fact that 100% of the clients 
interviewed intend to take a subsequent loan once they finish repaying the current one. It is 
further consistent with the evidence indicating that up to 88% of the 100 clients who were 
interviewed during the evaluation feel that the quality of life of their families has become 
better.

Despite this high level of customer satisfaction and the positive impact the programme has had 
on their families, there is evidence that some clients are unhappy with delays in processing 
loans (mentioned by 29% of the clients), the rate of interest on loans (mentioned by 26% of the 
clients) and cash collateral (mentioned by 26% of the clients).These findings indicate that PRIDE 
RFW is providing credit products that meet clients” need.

Overall this evaluation determined that most of the Verifiable Objectives Indicators (VOI), as 
outlined in the log frame and program documents were accomplished. It found PRIDE RFW 
credit administration to be well conceived and effectively executed. It covers all phases of the 
credit cycle from client selection to account termination supported by policy and procedures 
manuals. It is therefore administratively easy to replicate in other rural areas. 

CIDR has been supporting PRIDE RFW since its inception, and that support has been a major 
factor for its satisfactory performance. PRIDE RFW has evolved into an important and credible 
player in rural microfinance sector in Tanzania. This achievement has been made possible 
because of the commitment of its management and staff.

The evaluation assessed the PRIDE RFW programme with regard to its relevance, effectiveness, 
efficiency and sustainability. It found that PRIDE RFW met all the criteria to a very high degree. 
The programme has had a significant impact in the overall development of the rural financial 
sector in Tanzania and in its role in poverty reduction and promotion of growth. PRIDE’s credit 
programme to smallholder farmers and rural households is well aligned with Tanzania 
Government’s national strategies and policies as described in various Government of Tanzania 
strategy and policy documents.

With regards to operating systems, a number of staff are unhappy with the existing 
Management Information System. Other areas of concern to staff include; using motorbikes to 
transport loan repayments which sometime amount to TShs 5 million from field offices to 
PRIDE RFW bank accounts in towns. The evaluation established that notwithstanding these 
limitations, staff are hardworking and dedicated. The simple most important source of their 
inspiration is the mission of the organisation. They also feel that they have a competent, 
knowledgeable and dynamic senior management team in Arusha.

Based on the findings of the evaluation, it is recommended that PRIDE RFW should identify and 
discuss the factors leading to delays in processing loans. One of this is the workload of field staff 
and the long distances they have to travel to reach clients.

It is recommended that measures be taken to enhance the systems and processes currently in 
use, as well as to improve some of the products, and finally introduce performance 
management systems.

With respect to the business model, it is recommended that the existing one be enhanced so as 
to direct and influence the future development and growth of PRIDE. Specifically, the model 
should address the following Long Term Institution Strategy, Balance Sheet Structure, Future 
Funding Plan, Branch Profitability Model and standardisation of processes for delivering loan 
product
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It is recommended that PRIDE RFW establishes a web-based MIS system and network all the 
branches so as to have real time data delivery.

With respect to staff allowances, PRIDE RFW should consider providing some allowance for 
Field Agents (FAs) to facilitate communication with clients. Consideration should also be made 
to increase monthly fuel allowance for field staff.

In conclusion, the evaluators are of the opinion that the programme has accomplished all its 
goals and broken through in terms of Venturing where conventional MFIs shy from rural 
finance. The program has demonstrated that the FRW design and process have potential in 
rural finance and has product offering acceptable by rural small holder farmers. Most of the 
verifiable objective indicators have been accomplished.



1-1

TABLE OF CONTENT

1. INTRODUCTION & BACKGROUND..........................................................................................................1-1

1.1 APPRECIATION ...................................................................................................................................1-1
1.2 BACKGROUND ....................................................................................................................................1-1
1.3 METHODOLOGY .................................................................................................................................1-1
1.4 STRUCTURE OF THE REPORT ...................................................................................................................1-3

2. THE OPERATING ENVIRONMENT...........................................................................................................2-4

2.1 CHARACTERISTICS OF THE ECONOMY OF TANZANIA ......................................................................................2-4
2.2 AGRICULTURE AND RURAL ECONOMY ......................................................................................................2-4
2.3 THE FINANCIAL SECTOR.........................................................................................................................2-5
2.4 THE POLICY ENVIRONMENT ...................................................................................................................2-6
2.5 ASSISTANCE TO THE FINANCIAL SECTOR IN TANZANIA ...................................................................................2-6

3. PRIDE RURAL FINANCE WINDOW..........................................................................................................3-8

3.1 INTRODUCTION ..................................................................................................................................3-8
3.2 CONTEXT ..........................................................................................................................................3-8
3.3 EVOLUTION .......................................................................................................................................3-9

3.3.1 The Model ..............................................................................................................................3-9
3.3.2 Methodology & Products Offering...........................................................................................3-9
3.3.3 Features – Loan Products ......................................................................................................3-10

4. FINDINGS ............................................................................................................................................4-12

4.1 VERIFIABLE OBJECTIVES INDICATORS ......................................................................................................4-12
4.1.1 Overall Findings ....................................................................................................................4-12
4.1.2 Log Frame and comments specific VOI ..................................................................................4-12
4.1.3 Key Findings and Obervations ...............................................................................................4-13

4.2 CLIENT SATISFACTION ........................................................................................................................4-14
4.2.1 Determinants of customer satisfaction..................................................................................4-15
4.2.2 Level of Client Satisfaction ....................................................................................................4-15

4.3 IMPACT ..........................................................................................................................................4-15
4.3.1 Impact of Loans ....................................................................................................................4-15
4.3.2 Increase in agricultural produce (rice) ...................................................................................4-15
4.3.3 Observation on Education Level ............................................................................................4-15

4.4 RELEVANCE .....................................................................................................................................4-16
4.5 EFFECTIVENESS .................................................................................................................................4-16
4.6 INSTITUTIONAL ASSESSMENT ...............................................................................................................4-17

4.6.1 Form & Organization ............................................................................................................4-17
4.6.2 People – Staff Competence & Training needs.........................................................................4-17
4.6.3 SWOT Analysis – Positive & Negative Aspects........................................................................4-17
4.6.4 Financial sustainability..........................................................................................................4-19

5. RECOMMENDATION............................................................................................................................5-20

5.1 DEVELOP OBJECTIVES THAT IMPROVE THE QUALITY OF THE PROGRAM ............................................................5-20
5.2 SYSTEMS, PROCESSES, PRODUCTS & PERFORMANCE MANAGEMENT .............................................................5-20
5.3 BUSINESS MODEL .............................................................................................................................5-20

5.3.1 Long Term Institution Strategy ..............................................................................................5-20
5.3.2 Balance Sheet Structure & Funding Plan................................................................................5-21
5.3.3 Operations structure & organization .....................................................................................5-21
5.3.4 Products ...............................................................................................................................5-22
5.3.5 Branch Profitability Model ....................................................................................................5-22

5.4 PROGRAM ASSUMPTIONS ...................................................................................................................5-22

6. OPINION..............................................................................................................................................6-23

6.1 OPINION.........................................................................................................................................6-23



1-2

Figure 1-1 : Evaluation Method: Process & Components ................................................................................1-2

Table 2-1: Tanzania: Key Economic Indicators 2007 & 2011............................................................................2-4
Table 3-1: Product Features.........................................................................................................................3-11
Table 4-1: Verifiable Objectives Indicators ...................................................................................................4-12

ANNEXES

Appendix A  Terms of References
Appendix B  LOG FRAME
Appendix C-1 Institutional Assessment Tool
Appendix C-2 Branch Staff Assessment Tool
Appendix C-3 Client Assessment Tool
Appendix D List of staff interviewed

ABBREVIATION

ABOs Agribusiness Officers
CB Community Based
CIDR Centre International for Development and Research
EU European Union
FA Field Agent
GoT Government of Tanzania
MFIs Microfinance Institutions
MIS Management Information System
PRIDE Promotion of Rural Initiative and Development Enterprises
RFW Rural Finance Windows
SACCOs Savings and Credit Cooperative Society (ies)
SML Sub-Village Micro finance Leaders
ToR Terms of Reference
VICOBAs Village Community Banks
NFSP Non-Financial Service Provision



1-1

1. INTRODUCTION & BACKGROUND

1.1 Appreciation

The Evaluation team would like to thank CIDR for according it the opportunity to evaluate this 
programme, and learn very interesting initiatives in the sector. We would also like to thank 
PRIDE RFW, for making this exercise pleasant and smooth. All information required was availed 
in time and all questions answered. In particular we want to thank Paul and James Obama for 
their leadership in this exercise.

1.2 Background

This is an Evaluation Report of Tanzania Development of Rural Finance Windows (RFW), a 
European Union funded project implemented by CIDR in partnership with the MFI PRIDE 
Tanzania. 

The evaluation was conducted by a team1 led by Kimanthi Mutua, pursuant to a consultancy 
contract with CIDR (Centre International For Development and Research), represented by Paul 
Picot, East Africa Microfinance program regional coordinator, P.O. Box 45253 – 00100, Nairobi.

The overall objective in this evaluation is for the consultants to give an opinion on the 
performance and impact of the programme, as well as a mid -term perspective of the initiative;
see Appendix A - Terms of reference (ToR).  In summary, the evaluators were tasked to assess:-

i. Relevance of the credit methodologies implemented, as well as financial products offerings.

ii. Client satisfaction levels and assess impact on agricultural production and food security,

iii. Efficiency of PRIDE RFW’s structure and organization.

iv. Relevance and efficiency of the technical assistance provided by PRIDE RFW and external 
consultants. 

1.3 Methodology

This evaluation was conducted between November 7th and December 12th 2011, and covered 
the period through October 2011. Four branches namely, Babati in Manyara region, Korogwe in 
Tanga region and Morogoro and Ifakara in Morogoro region were selected for the evaluation 
because they represented:

 a mix of newer and older branches that had experienced varying degrees of 
challenges and successes;

 a good mix of the two credit methodologies being implemented by PRIDE FRW; 
and,

 a good proximate to three general areas; Northern Region -Babati, Coastal 
Region-Korogwe and two in Southern Region - Morogoro and Ifakara.

During the field visits, from 12th to 24th November, a range of key informant interviews were 
undertaken with branch staff and branch managers as well as management staff at the head 
office in Arusha. A total of 100 borrowers from the four branches were interviewed using a 
questionnaire. Two focus group discussions were held in Mnyuzi for borrowers of Korogwe 
branch and Minepa for clients of Ifakara branch. Discussions were also held with actors along 
the value chains of sesame in Babati and dairy in Tanga. It was recognized at an early stage that 
it would be impossible for the evaluation, in assessing the impact on the clients, to include a 
theoretically and statistically robust counterfactual analysis -i.e. an analysis of what would have 
happened in the absence of the RFW credit program. The following diagrams demonstrate the 
methodology in this this evaluation.

1 Evaluation team- Kimanthi Mutua, Aleke Dondo and Jackson Obare
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Figure 1-1 : Evaluation Method: Process & Components
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1.4 Structure of the report

The report is organized under six sections, Section 1- Introduction and background; Section 2 -
About PRIDE Rural Finance Window; Section 3 - The Environment; Section 4- Findings; Section 5 
- Recommendations, and Section 6 - the Evaluation Opion & Conclusion. 

Successful Dairy Farmers in Tanzania
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2. THE OPERATING ENVIRONMENT

2.1 Characteristics of the economy of Tanzania

In the last decade, the Government of Tanzania (GoT) has initiated Macroeconomic and 
standard reforms which have resulted in strong macroeconomic performance, characterised by 
high economic growth rates. Real GDP growth rate have steadily remained above 6% since 
2002. The GDP grew at 7% in 2010 and is projected to grow at 7.1% in 2011 and at 7.5% in 
2012.

Inflation is shown to be generally high and erratic, annual headline inflation increased to 7.5% 
in February 2011 as compared to December 2010, mainly due to the increase in food prices as 
well as the 18% rise in electricity tariff starting January 2011.

Despite the country’s high economic growth rates, income poverty statistics show a stubbornly
high proportion of the population in Tanzania living below the basic needs poverty line. 
According to the 2007 Household Budget Survey (HBS), the population below the basic needs 
poverty line reduced marginally from 35.7% in 2000 to 33.6% in 2007, and the population 
below the food poverty line from 19% to 17%.

Table 2-1: Tanzania: Key Economic Indicators 2007 & 2011

YEAR 2007 2011

Population (estimates) 40.4 million 42.7 million

Annual growth rate 2.5% 2.5%

Poverty as a % of the population 36%

Rural population 75% 72.4% (FinScope 2009)

GDP growth rate 7.5% 7.1% (Delloitte)

Agriculture as % of GDP 2010 25.5% 26.5%

Source: 

1. Delloite: A New Twist Economic Outlook 2011.
2. World Bank Country Data and Statistics. http://go.worldbank.org/1548T48T4010
3. FinScope 2009 survey.

2.2 Agriculture and Rural Economy

Agriculture is a major source of income, employment and food security for the rural population. 
It accounted for 25.5% of the country’s GDP in 2010 and is the main source of livelihood for 
80% of Tanzanians2. Farming and agriculture in Tanzania are characterised by high degree of 
subsistence. According to the National Bureau of Statistics (NBS), approximately 93% of the 
total area under crop cultivation is by smallholder farmers.

Although agriculture continues to play a central role in Tanzania’s economy, the sector faces a 
number of problems such as underdeveloped potential for irrigation (only 1% out of an 
estimated 29 million hectares of land is irrigated), limited capital, inadequate extension 
services, poor rural infrastructure, vulnerability towards infestations and outbreaks of crops 
and animal pests and diseases, limited technological capacity and high dependence on rain. 

2 Kilimo kwanza, preface by his excellency Dr. Jakaya Kikwete, President of Tanzania

http://go.worldbank.org/1548T48T4010
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Moreover, the agricultural sector is also constrained by external trade shocks, dysfunctional 
marketing arrangements and weak backward and forward linkages that distort prices along the 
whole value chain3

At the present, the low degree of mechanization amongst most rural households and 
enterprises underlines the observed dominance of subsistence farming in the rural areas. Very 
few rural households own or have access to a tractor. Farmers face significant constraints in 
producing and selling their agricultural produce. Their dependence on agriculture as a major 
source of income exposes them to the risk of not being able to generate enough income to 
support household consumption.

The low income levels and irregularity of income received by most rural households make them 
vulnerable to sudden changes in the economic environment. Their limited access to financial 
instruments such as savings and insurance schemes makes it all more difficult for them to 
protect themselves from shocks and other adverse changes in their income flows.

2.3 The financial sector

FinScope 2009 data shows that access to financial services in Tanzania is low. Fifty six per cent
(56%) of the Tanzania adult population are financially excluded and do not use either formal or 
informal financial products; 87.6% of the people do not have a bank account. The FinScope 
survey also highlighted the gap between the urban and rural populations: 22.1% of the urban 
population had access to formal financial services, compared to only 8.3% in rural areas.

In terms of the supply of financial services to the rural areas, commercial banks and other 
formal financial institutions tend to have a very low level of penetration. This is primarily driven 
by the tendency for most bank branches to be located in areas with high population densities 
and high market activity. A number of commercial banks (e.g.CRDB) provide wholesale funds 
for on-lending via SACCOs or regional community banks, though this is more common in urban 
or peri-urban areas. Similarly, NGO Microfinance institutions (NGO-MFIs) are more 
concentrated in the urban and peri-urban microfinance markets. The success of their business 
model relies heavily on the delivery of certain volume of services, which makes it difficult for 
NGO-MFIs to set up sustainable operations in rural areas.

In terms of the numbers and spread of institutions that are physically present in rural areas, 
SACCOs tend to be the key players. However, rural SACCOs face a set of interrelated challenges, 
including;

i. Limitations in the scale of their operations, both in terms of the numbers of members 
reached and the amount of savings mobilized

ii. The poor portfolio quality; and,

iii. Limitations in their professional quality.

Despite there being more than 5,000 SACCOs across Tanzania, the majority of these institutions 
are small and vulnerable. While a limited number of them are showing promise of becoming 
significant providers of financial services (in terms of scale and efficiency), this vast group of 
SACCOs are still unable to make a significant contribution to address the problem of financial 
service access in the country.

There are also numerous informal organizations that are typically community based, such as 
Rotating Savings and Credit Associations (ROSCAs), Accumulating Savings and Credit 
Associations (ASCAs) and Village Community Banks (VICOBAs)

3 Ditto Kilimo Kwanza
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2.4 The Policy Environment

Tanzania has over the years developed an extensive framework of complementary strategies 
and policies covering:

 Economic and poverty reduction;

 Agricultural and rural development ;

 Financial sector;  and,

 Cooperatives including SACCOS.

Strategies for growth and for poverty reduction in Tanzania have been envisaged as inter-
dependent.  This close link was maintained in two founding documents of the strategy 
framework produced in 1998 – the National Poverty Eradication Strategy and the National 
development Vision 2025 – through the Poverty Reduction Strategy Paper (PRSP) of 2000 to the 
National Strategy for growth and Reduction of Poverty (NSGRP) of 2005. Each of the documents 
has a financial sector component. 

All policies and strategies recognise the importance of the rural agricultural sectors, which 
make up a very large proportion of the Tanzanian economy. The Ministry of Agriculture, Food 
Security and Cooperatives in the 2006 Agricultural Sector Review, points out two fundamental 
challenges that need to be addressed in the sector: the need to shift from subsistence to 
commercial agriculture and the need for growth in the activities of commercial enterprises.

In 2000, GoT adopted a national Micro- Finance policy “to establish a basis for the evolution of 
an efficient and effective Micro- Financial system in the country that serves the low-income 
segment of the society and reduction of poverty”

It aims to inter alia: 

 Increase access of the low-income population to financial services.

 Mobilise resources, including domestic savings; and,

 Strengthen the link between the informal and the formal economy.

It also recommended that MFIs be registered as limited liability companies; obtain a licence, as 
well as be subject to regulation & supervision, before accepting deposits from the public. This 
recommendation however exempted:-

 Primary co-operative societies; and, 

 MFIs only taking collateral deposits.

In view of the low capacity and standards of most NGO-MFIs, the policy strongly recommends 
adequate capacity building measures to address their weaknesses.

Commendably, Tanzania was one of the early countries to establish legislation for licensing
MFIs, in 2005. Regrettably, however, no MFI has been licensed since the amendment. This 
could be because, unlike in most countries, the provision for licensing MFIS to take deposits 
was made by way of an amendment to the existing banking ACT, as opposed to enacting a 
special legislation. This may have the effect of making the legislation less friendly to MFIs. The 
BOT is however revisiting this decision, in addition to working on a number of financial inclusion 
policies of regulations that will create a better environment for MFIs in the near future. PRIDE 
RFW, which is already active in policy advocacy, is advised to monitor these developments
closely and prepare to take full advantage of the changes coming soon. 

2.5 Assistance to the financial sector in Tanzania

GoT’s role in development of the financial sector as in other sectors of the economy is to create 
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macroeconomic stability and a conducive regulatory environment that will enable the 
development of sound financial institutions that can offer the kind of services needed by 
households and enterprises. Since the early 1990s, GoT has implemented financial sector 
reforms to facilitate the creation of an effective and efficient financial system. The Bank of 
Tanzania (BOT) played a lead role in coordinating government efforts to develop strategic 
options for improved access to financial services in the country. GoT also implements a number 
of specific projects and programmes aimed at improving access to financial services. These 
include;

i. Women Development Fund

ii. Youth Development Fund

iii. Small Enterprise Loan Facility (SELF) project

iv. Small Industries Development Organisation (SID)

Apart from the government, donor agencies also play a crucial role in assisting the development 
of the financial sector in Tanzania, for example, donors are currently providing the main source 
of capital for a number of institutions. They provide support for capacity building for many 
providers of financial services and their networks. Among the donor active in supporting 
activities in the financial sector includes; the Financial Sector Deepening Trust (FSDT), the World 
Bank, the African Development Bank (AfDB), the Gatsby Charitable foundation, the Grameen 
Foundation, Stromme Foundation; The Mtaji Fund (SNV), Norad and Oiko Credit (World Council 
of Churches). Their support is often provided in the form of wholesale loans or equity 
participation in financial institutions and or grant funds to support institutional capacity 
building, such as staff training and product development. In carrying out projects and 
programmes to support the financial sector, both GoT and donors work with individual financial 
services providers, such as banks, NGO, MFIs, SACCOS and their networks or federations.

Rice Farming in Korogwe
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3. PRIDE RURAL FINANCE WINDOW.

3.1 Introduction

The European Union provided CIDR (through its restricted call for proposals) a grant to partner 
with MFI PRIDE Tanzania. The purpose of the grant is to implement the “Development of Rural 
Finance Windows (RFW). This is part of EU’s initiative to expand adapted financial services to 
small farmers and rural poor households. A Facility for rapid response to soaring food prices in 
developing countries. The period under review is November 2009 to October 2011 and this 
external evaluation is part of the planned review. 

CIDR, has been implementing the development of systems for participative microfinance 
programmes in East Africa (Ethiopia, Tanzania and Kenya), since 2003. This is part of its initiative
to support MFIS, with the aim of deepening rural outreach on a sustainable basis.

PRIDE RFW is an arm of a leading MFI group in Tanzania. Its sister organization PRIDE MFC is 
provides conventional microfinance service services and is in the process of transforming into a 
regulated MFI.  PRIDE RFW was hived off to focus on rural financial services.

The key assumptions in this rural finance approach are:-

a. Participation of clients in design & provision of rural financial services is a key success 
factor.

– It facilitates sustainability of the systems set up, through ownership & adaptation of 
the services to the needs of the clients.

– Reduces operational costs.

b. The most effective way to expand rural financial services to rural households is to assist 
existing sustainable Financial Intermediaries to:-

– Adopt participatory methodologies and 

– Develop “rural finance windows” with sound institutional and financial linkages with
communities and farmers groups 

This evaluation comments on these assumptions in its findings.

3.2 Context

Providing financial services to rural areas of Tanzania, as elsewhere in sub-sahara Africa, 
remains a challenge to the Microfinance sector, in spite of remarkable progress in sector over 
the past twenty years. The Tanzania rural economy is dominated by smallholder agricultural 
activities. These agricultural activities are characterised by non-uniform cash flow, poor 
capitalisation, dispersed producers in many regions and seasonal cash flows. Price and market 
risks differs substancially from businesses conventionally supported by traditional finance and 
Microfinance.

Further, the supply of financial services to the rural areas by commercial banks and other formal 
financial institutions is of very low penetration. SACCOs, which have the presence in rural areas, 
suffer from many limitations that render them ineffective. The majority of the 56% of the 
population that are financially excluded (or the 87.5% without bank accounts), are in rural areas.

These challenges make it difficult to develop a systematic and prudent financing of smallholder 
agriculture. Nevertheless, given the fact that the majority of Tanzanians (about 80%) are 
smallholder agricultural producers and the well being of themselves, the food security of the 
country and the development of Tanzania’s national income depend on their continued and 
improved performance,  it is crucial that the rural agricultural sector be developed. 

Today, any evaluation of a conventional MFI would be very strict on financial and institutional 
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performance parameters, such as financial sustainability, assets quality, core and information 
systems, processes and organization as whole. However, to subject a rural finance microfinance
initiative to these standards, would be inappropriate. This evaluation therefore has taken into 
account the above challenges in assessing the nascent initiative.   

3.3 Evolution

Since 2003, CIDR has been implementing the “Programme for the development of participative 
microfinance systems in East Africa”, which covers Ethiopia, Tanzania and Kenya, in support to 
financial institutions which aim at deepening their rural outreach on a sustainable basis.

In Tanzania, CIDR started piloting the programme in Iringa region in collaboration with the 
leading Tanzanian MFI-PRIDE Tanzania in 2004. In 2007 the programme was transferred to 
PRIDE Tanzania. Since the transfer, CIDR changed its role to become the programme’s technical 
support partner. PRIDE Tanzania, on its part, span-off a new entity called PRIDE RFW to provide 
financial services in rural areas, with specific focus on financing of small holder agricultural 
producers and agricultural value chains. PRIDE RFW therefore took over the management of 
RFW programme. After the successful pilot of the programme in Iringa, it established a second 
branch in Morogoro in 2008 and subsequently six additional branches were established in 
Korogwe in Tanga region, Babati in Manyara region, Kyela in Mbeya region, Ifakara in Morogoro 
region, Singida in Singida region and Shinyanga in Shinyanga region in 2010. Dodoma in Dodoma 
region and Njombe in Iringa region were established in 2011. A longer term perspective is to 
establish a network of 18 branches by 2015. The roll out in 2010 and 2011 is being financed by 
European Union under its two-year food Facility Programme.

3.3.1 The Model

The PRIDE RFW model is a welcome innovation to the Microfinance sector in Africa. It has 
introduced a systematic and prudent financing of smallholder farmers in Tanzania which as 
mentioned earlier has been a major challenge to the Microfinance sector. The methodologies 
and products that have been developed were in collaboration with the local entity PRIDE 
Tanzania and with the participation of clients. The products developed therefore reflect the 
demand for financial services by smallholder farmers and rural poor households. The model has 
established methodologies and products that match the cash flow of the clients.

3.3.2 Methodology & Products Offering

The methodology and products are two folds:-

a. Community Based Networks

A network of community based savings and credit facilities, decentralised in remote rural areas, 
to serve rural households with a variety of simple savings and loan products, adapted to their 
needs and their management capacities, linked to a regular branch of a financial intermediary.

b. Adopted Products & Delivery System

Adapted products and delivery systems to serve more entrepreneurial rural people involved in 
profitable and structured value chains, in linkage with agro processing /export firms or other 
mechanisms for more effective access to markets.

These two approaches and products may be applied individually or in combination, depending 
on the local contexts and opportunities.

i. Community Based Financial Products.

The “community-based” methodology target mainstream rural population, and provides loans 
through groups established at the sub-village level, which elect Sub-village Microfinance Leaders 
(SML). Services are decentralized at district level, field offices being set up and managed by 
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salaried Field Agents (FAs). The SMLs collaborate with the scheme for the loan screening, 
repayment and recovery, notably through a credit committee composed of the SMLs and FAs. 
They are also involved as part of the field office bookkeeping and for the cash keeping together 
with the FA, which allows to set up a dual control, and for products sensitization in the villages. 
They are remunerated through a performance based incentive system.

Through this CB methodology, financial services are provided to farming activities not related to 
value chains, these include rain-fed farming and non-farm micro enterprises located in PRIDE 
RFW’s are as of operation.

ii. Agri business / Value Chain finance products

Agri business or value chain financing is targeting various actors of profitable value chains. This 
involves financing groups of farmers and other actors along a chain of activities related to 
agricultural production, processing and distribution specifically pre-established market/buyers. 
The aim is to increase output and enhance value of the end product in order to generate stable 
and reliable incomes for the agricultural producers and other actors along the chain. Hence the 
selection of a product for value chain financing depends on availability of the product’s market 
and its potential for profitability.

The linkages between actors of the chain are used to secure the loans (for instance through 
tripartite agreement between the agribusiness company purchasing the product, the producers 
and the financial institution), which allows for the provision of relatively big loan amounts.

A national exploratory study on the opportunity for value chain financing in Tanzania has 
highlighted a high potential, thanks to conducive climatic conditions, diversity of the value 
chains, and increasing involvement of the private sector in agri business. Currently, the different 
value chains financed by PRIDE RFW are rice, sunflower, sesame, onion, cotton, chick peas and 
dairy. Prospective value chains under study are organic cocoa, sugar cane and grapes / wine.

There are two kinds of value chains:

 Organized or structured value chain, where it is possible to use existing 
contractual relations between actors of the chain to secure the loans (for 
instance by deduction of the loan repayments at source by the agribusiness 
company purchasing the produce, or thanks to provision of adequate technical 
support to producers, either by the agribusiness company of other institution):  
sugar cane, wine, dairy and cocoa;

 Un-organized value chain, usually multi buyers, where absence of contractual 
relations between producers and buyers does not allow entering into agreement 
for deduction of the loan repayment (e.g of rice). However, in some cases, 
agreement can be signed with technical services providers (case of Farm Africa 
for sesame), which guarantees “technically” guarantees the loans.

3.3.3 Features – Loan Products

PRIDE RFW is offering four loans products, piloting a housing loan scheme, but does not provide 
either savings products, or micro insurance and money transfer. The features of the different 
products are shown below.
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Table 3-1: Product Features

For Agri business loans financed with TIB “subsidized” loan, different conditions are applied:

 Lower interest rate: 8%

 Loan application fee: 4%

Marketing Farming 
Loan

Irrigation Loan Business Loan Agribusiness Loan Housing Loan

Interest rate 30% p.a 30% p.a 30% p.a 30% p.a 24% p.a

Calculation method Flat Flat Flat Flat Declining

Grace period 0 0 1 month 0 0

Repayment

Frequencies

Variable,
depending on 
cashflow of clients. 
Usually 3 
installments

Variable, 
depending on 
cashflow of clients 
2 instalments

Monthly Variable, depending 
on cash flow of 
clients Usually 3 
installments

Monthly

Cash Collateral 25% upfront 25% upfront 25% upfront 25% upfront 0%

Term 8 to 9 months 5 to 6 months 6 months 7 to 9 months 60 months

Insurance (death) 1.5% upfront 1.5% upfront 1.5% upfront 1.5% upfront 1.5%upfront



4-12

4. FINDINGS

4.1 Verifiable Objectives Indicators

4.1.1 Overall Findings

Overall this evaluation determined that most of the Verifiable Objectives Indicators (VOI), as 
outlined in the log frame and program documents, were accomplished, as outlined in the table 
below. It was however noted that most of these VOIs are quantitative, and do not provide 
qualitative aspects, important for gauging progress towards institutionalization of the 
programme. These will be addressed in the second phase and is discussed under 
recomendations. This notwithstanding, overall the project has accomplished its goals.

Table 4-1: Verifiable Objectives Indicators

Amounts in Millions TShs 2009 2010 October 2011
Number of RFW in operations 2 4 10
Number of groups end of year 529 706 1,176

- Community based methodology 440 550 875
- Agribusiness methodology 89 156 301

Number of registered clients end of year 14 154 19 566 29,122
- Community based methodology 9 932 13 218 18,509

Females 4,271 5,684 8,037
Males 5,661 7,534 10,472

- Agribusiness methodology 4 222 6 348 10,613
Females 1,815 2,730 4,621
Males 2,407 3,618 5,992

Number of loans disbursed during the period 6 727 7 467 9,754
Females 2,893 3,211 4,209
Males 3,834 4,256 5,545

Amount of loans disbursed during the period 1 779.5 1 962.3 1,327.7
- Market Farming loan 442 606.8 429.3
- Small business loan 166.9 165.9 210.05
- Irrigation loan 110.7 116.5 94.9

Females 281.0
Males 453.3

- Agribusiness loan 1 040.2 1 073.1 593.4
Females 252.3

Males 341.1
- Housing loan 19.8 - -

% of the loan amount disbursed to women 42% 38.5% 40.2%
Average amount of the loans disbursed 0.264 0.263 136.1

- Community based methodology 0.226 0.240 136.6
- Agribusiness methodology 0.293 0.285 312.3

Number of active borrowers 10 431 11 542 16,060
Outstanding balance of loans end of period 1 540 1 813 1,123.8
Portfolio At Risk at 3 months end of period 5.1% 16.6% 13%

Exchange Rate: € 1 = TSH 1,900 (Dec 2010), € 1 = TSH 2,045 (Oct 2011)

4.1.2 Log Frame and comments specific VOI

Peformance evaluation, under each verifiable objective indicator (VOI), is presented under 
Appendix B – The Log Frame

PRIDE RFW established ten branches in eight regions of Tanzania, as at end of October 2011, 
eight of which were established with finding from the EU. A total of 29,122 clients organised 
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under 1,176 groups were registered as of the end of the same period. As shown in table 4-1 
above, 875 or 74% of the 1,176 groups are being provided services under the community based 
methodology. In terms of the individual clients, a total of 18,509 or 63.5% are being served 
through this (CB) approach. This compares to 10,613 or 36.5%, being served under the 
agribusiness product methodology. Over 23,945 worth Tsh 5.1b were disbursed, with women 
accounting for 40.2%. The outstanding loan portfolio was Tzs 2,357,057,738.

Women clients accounted for 43.4% or 12,658 of the total as at the end of October 2011. Of the 
23,948 loans disbursed since 2009, 10,313 or 43% went to women borrowers. This is marginally 
less than their proportion in the programme. In terms of amounts of loans disbursed, women 
treceived 40%,  indicating that women clients are taking small loans when compared to male 
clients.

It is clear that the growth in terms of number of clients is faster than that accomplished by many 
other NGO-MFIs. This is all the more exciting because PRIDE operates in rural areas not reached 
by commercial financial institutions and NGO-MFIs. The areas PRIDE RFW is operating in are 
remote, some more so than others. From the branches visited, the evaluation team’s subjective 
impression is that the areas were poor and the clients were also poor.

One caution though, this fast growth pace was largely fueled by availability of donor funding 
and does not take into account sustainable-managed growth.

Tomato & Rice Farming in Tanzania

4.1.3 Key Findings and Obervations

a. PRIDEs areas of operations are remote, some more so than others. The evaluation oberved 
that PRIDE has clearly extended the ‘Financial Service Frontier’ in Tanzania. The team also 
formed an impression that PRIDE RFW was reaching small holder farmers and poor rural 
households.

b. Clients of the four branches visited are not in the remotest parts of Tanzania, but 
nonetheless they are in areas largely beyond the reach of commercial financial institutions 
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and conventional MFIs. Farming and remmittances from relatives, who have moved away, 
are the biggest sources of income. 

c. It is important to note clients in these areas have experienced confusing and often harmful 
array of services in the past. These include fraudulent schemes that dissappeared with 
depositors money, such as Deci and well intentioned non-profit operattions promised
services bur disappeared __ for example Wopato in Dahombe-Morogoro branch. There are 
of course, other players such as Care Tanzania who have made significant impact in some 
communities and to PRIDE. They established the Village Community Banks (VICOBAS) which 
converted to PRIDE groups when it started its outreach. The failed schemes left rural 
people with understandable suspicious attitudes. This experience adds significant challenge 
to establishing sustainable financial services in rural areas, but also brought PRIDE an added 
benefit ; Rural people value its services and trust it.

d. In less than three years and with relatively low costs, finanacial services have been made 
available to a large number of people who would not have had access. At the same time, 
the programme has created a foundation or platform through which a large number of 
people could be educated on, good crop husbandry techniques, financial management, 
best practice dairy animal cow husbandry techniques, and even civic responsibility. 
Furthermore PRIDE RFW branches represent a network through which PRIDE can, in 
partnership with corporations, and donors implement a range development products that 
may or may not be based on credit. From table 4.1 below, the following numbers show the 
level of activity achieved by RFW as at 31st October 2011.

e. At the time of this evaluation 60% of the 100 clients interviewed had taken more than one 
loan. This evaluation established that the loans have been used to increase area under 
cultivation of crops, acquire fixed assests, purchase farm inputs, and even to start another 
enterprise. The loans were also used to build or renovate residential and business premises 
and to pay school fees.

f. The manner in which loans were used contributed to a positive impact on the agricultural 
activities of farmers and businesses of rural micro entrepreneurs and to living standards of 
the families of borrowers. Eighty eight percent of the 100 clients who were interviewed 
report that the living standards of their families have improved after investing the loans in 
their agricultural and micro enterprises. This state of satisfaction is further supported by 
the fact that all clients interviewed intend to take another loan.

g. Despite the high rates of satisfaction by clients and the positive impact experienced some 
clients are concerned about, the high amount of cash collateral, the high interest rate and 
delayed processing of loans.

h. With respect to staff competence and motivation, this evaluation established that the field 
staff are trained for their jobs. They were also found to be very hardworking and dedicated 
to the cause of the organisation. However, their is a strong demand for training in debt 
collection and bankers realm. For data entry clerks, there is demand for further computer 
training and in bankers realm.

4.2 Client Satisfaction

Information about whether or not PRIDE RFW has created a strong client loyalty is presented in 
this section. Customer retention is a good proxy for customer loyalty and a very important asset 
for MFIs. There are many gains of customer retention. Economies of scale, better credit risk 
management, proxy for service and product satisfaction amd others. In group-based lending 
method, MFIs invest heavily, over two to three months, in identifying and building a group. Lack 
of customer retention is costly and a vote of client dissatisfaction. Evidence from studies,
looking at the impact of MFI loans, tend to show that customer retention varies by the number 
of loans, with impact is more pronounced with more subsequent loans. PRIDE has therefore 
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recorded impressive results in this regard, which are likely to have good impact in savings 
mobilization, in future.

4.2.1 Determinants of customer satisfaction.

Low income people just like the rich members of society, assess the quality of financial services 
based on the transaction costs and friendliness of the service providers. Transaction costs are 
made up of three components.

 Ease and proximity (both physical and psychological) of the MFI to clients;

 Efficiency of the MFI in serving customers; and

 Convenience and security of the services.

4.2.2 Level of Client Satisfaction

Eighty percent (80%) of the clients interviewed for this evaluation are happy with the services 
given by PRIDE RFW. This is further supported by the evidence that all clients interviewed plan 
to take a subsequent loan once they finish repaying the current one. However, 29% of the 
clients mentioned delays in processing loans as an area that is of concern to them. Another 26% 
of the clients are concerned about the interest rate which they feel is high, while 26% were 
concerned about the cash collateral.

Whether or not PRIDE RFW clients are satisfied with the services is also analysed indirectly by 
looking at the general advise offered by clients towards the end of the interviews on how the 
programme could be improved, While the range of suggestions given by clients for improving 
the services is wide, there was considerable consensus amongst them to four major areas, 
namely; reduce interest rates, improve loan processing time, introduce new financial products 
and reduce cash collateral.

4.3 Impact

4.3.1 Impact of Loans

By end of October 2011, PRIDE RFW had disbursed 23,948 loans worth Euro 5 million. Forty 
three percent (43%) of clients receiving loans were women who received 40.2% of the money 
disbursed. Loan size has increased gradually: rising from an average of Tzs 185,000 for first loans 
to Tzs 350,000 for third loans. In terms of distribution, 44% of the current loans are above Tzs 
250,000 in size.

3.15. Impact of the loans

When asked about the status of the living standards of their families, 88% stated that it has 
become better. From their own words clients point to changes in their sales, increased 
agricultural production, cash flow patterns, profits and increased assets. Many of the clients 
have added wealth in the form of cows, housing for their families, and investments in the 
education of their children.

4.3.2 Increase in agricultural produce (rice)

Thirty two percent of the clients interviewed reported that they had increased the acreage of 
the land they were cultivating as a result of the loan they had received from PRIDE. Fifty eight of 
the clients interviewed were involved in producing rice. Of these, forty eight reported having 
increased their production of rice per acre from an average of 8 bags to 10 bags. Reasons for 
this increase are; being able to afford adequate amounts of herbicides and pesticides to control 
weeds and pests and being able to deploy adequate labor for rice cultivation.

4.3.3 Observation on Education Level

Education level has impact on uptake of knowledge & product complexities. This evaluation 
determined that most of clients have at least primary education and rated this as an important 
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asset that could be exploited to the benefit of the project.

Years of formal education %

No formal education 0

Up to four years of formal education 4

7 (primary level) 82

8- 10 years (2-3 years of secondary education) 5

11 years completed secondary school 9

Total 100

4.4 Relevance

As indicated in section two above, the PRIDE RFW is well aligned to the GoT policies and 
strategies for poverty reduction, promotion of agricultural productivity and general rural 
development. PRIDE RFW represents the biggest effort in extending financial services to small 
holders farmers and poor rural households in Tanzania. The project is also aligned to the EU 
policy of increasing food production in the country and reducing food insecurity among poor 
rural households.

The programme contributes to improving the living standards of rural households which is the 
goal of most development programmes promoted by GoT, bilateral and multilateral donor 
agencies, private philanthropic organizations and NGOs.

PRIDE RFW and its partner CIDR have ensured the relevance of the programme to both poverty 
reduction and rural development.

The internal documents reviewed and interviews with PRIDE RFW senior management during 
the evaluation confirm that CIDR’s technical support has been entirely consistent with the 
business priorities and objectives of PRIDE RFW. CIDR has facilitated the formulation of these 
priorities and objectives, helping to ensure a rigorous approach to the work of PRIDE RFW.

In conclusion, 

a. Technical Assistance provided by CIDR was found to be relevant judging from the products 
introduced and value chain initiatives, as evidenced by client uptake

b. The methodolgy is also considered relevant by this evaluation, as evidenced by client 
responses. There are challenges with respect to the business model, when it comes to 
massification. 

c. The relevance of the products is also vindicated by the demand and uptake demonstrated 
by clients.

4.5 Effectiveness

Extending financial service to rural area of Tanzania, as elsewhere in sub-sahara Africa, remains 
a challenge to the microfinance sector. In Tanzania, despite the clear large and fast growing 
demand for financial service in rural area, few attempts have been made to extend financial 
service there. The  Tanzania rural environment is characterised by poor  communications 
infrastructure, low population density, low profitability and for high risk of most rural economic 
activities, and relatively undiversified economies. This is unattractive to NGO-MFIs let alone 
commercial banks. As a result people in the rural areas in need of financial services tend to go to 
locally based informal sources of financial services, such as ROSCA,VICOBAs  and Money lenders. 
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Such sources however, tend to be limited in scale (both geographically and financially), only 
lend for short periods of time and in most cases charge very high interest rates.

PRIDE RFW has been effective in delivering its services to the target clientele. It has registered 
29,122 clients and disbursed over 23,000 loans worth over TZS 5.1 Billion in rural areas of
Tanzania. The credit products and methodology adopted by PRIDE are appropriate to the 
financial needs of the poor rural households and small holders  farmers.

4.6 Institutional Assessment

Under this section, the evaluation looks at some institutional aspects to identify strengths and 
weaknesses, in the current operational structure, products and services offered. 

4.6.1 Form & Organization

From an institutional type perspective PRIDE RFW is appropriately established as an NGO, with a 
fairly permissive environment to test different and experiment on different aspects of the 
program. However, recognizing the importance of this changing this form in future, PRIDE RFW 
has already established a private, limited by Shares Company. This will enable it to attract 
investors. Judging from its mission, vision and goals statements, one can deduce that the board 
and management are committed to rural finance.

4.6.2 People – Staff Competence & Training needs

Staff competence is assessed based on the quality of the work being done by staff as well as 
from their own assessment of where they are strong or weak with regard to their work. 
Generally, the field staff of PRIDE RFW are trained in their work. They are also very hardworking 
and dedicated.

This general level of competence not withstanding, staff are now beginning to feel the need for 
further training in a number of skills areas. With respect to Field Agents (FA) and Agribusiness 
Officers (AGBO), most of them disclosed during the interviews that they require training in debt 
collection and how to manage bad loans. The officers also require some training in good crop 
and animal husbandry to be in a position to advice their clients who seek information from 
them. The FAs and AGBOs also expressed the desire to acquire knowledge about the MIS 
package -bankers realm. Data entry clerks experienced the desire for further computer training 
and on bankers realm.

a. Staff Remunerations

Except for two AGBOs and one FA, all the other staff seemed satisfied with their current 
remunerations. However, all FAs felt they need allowance for airtime to be able to communicate 
with their clients. Currently they spend their own money to call their clients and this happens on 
a daily basis.

They also felt the allowance for fuelling motorbikes, TZS 75,000 per month, is inadequate given 
the recent increase in fuel prices and the long distance they have to travel.

b. Working Environment

Most staff felt their working environment was good. However, four staff complained about their 
heavy workload.

4.6.3 SWOT Analysis – Positive & Negative Aspects

A SWOT Analysis as well a list of positive and negative aspects is provided in the table and 
narrative below.
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STRENGTHS WEAKNESSES
 PRIDE RFW is part of PRIDE Tanzania which 

is the leading MFI in Tanzania
 MIS system not centralised and interlinked

 It has strong supportive board  Lack of online banking

 It has competent and experienced senior 
management

 inadequate training to staff

 Good relationships with donors and other 
suppliers of capital e.g TIB

 lack of internal audit department

 Wide and reliable networks locally and 
internationally

 lack of insurance (except in case of death) for 
money in safe, money in transit, fidelity etc

 Has developed credit products with terms 
that are suitable for small holder farmers

 Lack of savings products.

 Staff turnover 

 Simple procedures for accessing loans 
easily understood by its rural clientele

OPPORTUNITIES THREATS
 Huge untapped market  Potential competition from FINCA and other 

MFIs

 Advanced MIS Technology available  High covariant risk associated with lending for 
agricultural activities

 There are many donors and suppliers of 
debt capital in Tanzania

a. Positive Aspects

The evaluation determined the following positive aspects that could be exploited to the benefit 
of the programme. These include:-

 Strong and focused board and senior management

 Committed to rural finance

 Committed clients, 

 Educated staff 

 Good rapport with commercial and investment banks Tanzania(TIB). Rural 
Finance is an attractive niche for PRIDE RFW to exploit.

 Strong position in lobbying for amendments of Banking Act to support MF 
operations

 Affiliation with PRIDE- MFC, endears potential clients

b. Negative Aspects

On the other hand, the evaluation also determined some negative aspects that need to be 
addressed, lest they undermine the success of the programme. These include:-

 Limited experience in micro finance amongst many Field Agents have. This 
presents a big challenge for the organization to address since success of credit 
programmes is highly dependent on the skills and competence of the staff
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 Operational weaknesses, exemplified by lapses, fraud cases, core-operations 
systems, inter-connectivity, loan processing delays, cash management and
banking challenges.

 Weakness in core operating & Management Information Systems

 A good core banking system, but only installed at head office

 Systems at the branches are stand alone spreadsheet based, not 
interconnected.

 This introduces data integrity issues, and the

 Process susceptible to fraud.

 Poor Interface with Bank, making it difficult to reconcille bank statements.

4.6.4 Financial sustainability

The program is likely to be sustainable by early 2013, since at current growth rate, expenses 
have been well managed and incomes are increasing. The rate of increase in income more than 
the rate of growth of expenses hence OSS is increasing. Also worth to note are the ROE and 
ROA, which are decreasing, indicating that net income is increasing and net loss reducing hence 
ROE going down. Similary it is the same with ROA.

a. Effeciency and Productivity 

Portifolio yield has been increasing from 18.8% in 2009 to 46% by September 2011. This is an 
indication that, there is growth in disbursed loans and performance is being checked well. With 
more disbursements and high performing loans, the yield will go up hence accelerating the rate 
of capital formation internally thus avoiding more external funding

Cost of loan processing has been managed well, the cost of making one loan has reduced from 
Tzs 259,100 per loan in 2009 to Tzs 122,451 in 2011.

The average size of loans disbursed is decreasing, an indication of many new clients accessing 
loans in the organization, but the pace of disbursements in terms of amounts does not match 
with demand for loans from clients, thus there is urgent need to ensure that funds are made 
available for disbursement. Liquidity maybe a challenge for now.

Also of key concern is to increase the number of loans per loan officer. The reducing numbers of 
loans per officer is an indication of diminishing disbursements and this increases operation costs 
as little income is flowing in, but costs remain the same. The organization needs to secure more 
funds for disbursement and be able to increase number of loans per loan officer to enhance 
financial sustainability. This number is low since many staff  are new. 

b. Portfolio Quality

Though the quality of the portfolio looks good, it is risky for future growth since the program is 2 
years old. Howeve, PRIDE has managed to keep the rate below 5% though increasing. More 
efforts needs to be put in place for ensuring that arreas of 1-30 days are minimized and 
reducing the risks of more than 365 days since the older the arreas, the more will be losses in 
terms of provisions.
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5. RECOMMENDATION

As mentioned above, the programme has accomplished all its goals and proven the concept of 
rural financing in Tanzania. The next level is to expand and institutionalize the program. The
following recommendations may help towards accomplishing this goal.

5.1 Develop Objectives that improve the quality of the program

As of now most of the quantitative objectives have been accomplished. It is now recommended 
that the verifiable objective indicators be stretched, by introducing appropriate qualitative 
performance targets/indictors. For example, efficiency targets such as cost ratios; and 
productivity targets such as client and loan portfolio load per staff and branch. 

5.2 Systems, Processes, Products & Performance Management

It is recommended that measures be taken to enhance the systems and processes currently in 
use, as well as to improve some of the products, and finally introduce performance 
management systems. Some of the recommended action is listed below:-

 Invest in training of staff to improve staff Capacity at branches.

 Improve staff retention through training, capacity building and incentive 
schemes, such as allowances for travel and communication.

 Improve performance by introducing performance management system and 
parameters,

 Address weaknesses in processes at branches level, and standardize processess 
aspects 

 Explore the need for an increase in the loan capital fund and improve liquidity.
PRIDE-RFW will need to look into additional funding sources, both to 
accommodate the growth of existing clients, and to be able to serve additional 
clients in the future.

 Improve core-operating and management information systems, as well as inter-
branch connectivity.

 Consider using ‘cloud-based’ system to facilitate connectivity.

 Explore other technology based solutions to improve the loan processes.

 Based on the findings of the evaluation, identify, discuss and solve factors 
leading to delays in processing loans. One of this is the workload of field staff 
and the long distances they have to travel to reach clients.

 Explore opportunity of insuring live-stock assets, along loan insurance.

 Enhance value chain through linkages with agro-vet techies

5.3 Business Model

With respect to the business model, it is recommended that the existing one be enhanced so as
to direct and influence the future development and growth. Specifically, the model should
address the following areas:-

5.3.1 Long Term Institution Strategy

Articulation of PRIDE RFW’s long term institutional strategy, including 

 Further articulation of the type of financial institution that PRIDE RFW will be in 
future, especially on whether:-
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 Regulated or not

 Relationship with PRIDE MFC

 Ownership of the organization. Will it be shareholding, trusteeship, membership 
or a subsidiary of which organization? If shareholding what structure 

 Individuals, institutions or both. If both in what proportions.

 Foreign, or local or both, if both in what proportion

 Role and protection of founders in ownership   

 Governance and Management structure

 Funding Model – How will PRIDE RFW be funded, equity, grants, borrowed 
funds, deposits – or a combination. If combination, proportions and role of each 
source.

5.3.2 Balance Sheet Structure & Funding Plan

The long term plan should be complement with good plan of the desired Balance Sheet 
Structure as well as a funding plan for branch expansion. 

a. Funding Plan

With respect to the funding plan, it should be noted that, is quite feasible to fund the 
establishment of new branches with Grant Capital, and its loan operations with borrowed funds. 
This will however become difficult to manage when the program grows and is institutionalized. 
Matching loan disbursements outflows with inflows from grants and borrowed funds will 
become very difficult. This will cause customer dissatisfaction and disloyalty. It is important
therefore that the plan clearly determines where funding will come from, preferably deposits 
and or very long-term borrowed funds.

b. Balance Sheet Structure

As for the Balance Sheet Structure, a number of issues need to be considered and planned 
ahead of time. Herewith some suggested areas for consideration

 Capital Structure – Source of capital. Equity, Grants or combination. 

 If Equity – structure & relationship with governance and management

 If Grants – Identify sources, future growth strategy, relationship with 
governance and management. (NB: Grants as a source of capital is difficult 
to sustain) 

 If combination, identify proportions, as well as above issues.

 Capital Adequacy definition, monitoring and management, especially if not 
regulated. This is an important risk management tool. 

 Liabilities structure – Borrowed funds, Deposits or combination. If combination
what proportion in each year of the plan. Sources and policies on types, costs
etc. 

 Assets Classes – Types and classes of assets to invest in, pricing policy, 
proportion and risk appetite for each class.

5.3.3 Operations structure & organization

The program is expanding fast and will shortly be spread over the whole country, which is vast. 
It recommended that the operations structure & organization be assessed and realigned with 
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the processes. For example:-

 Consider centralizing some aspects of credit decision making to ensure better
management of the risks. 

 Revisit the roles of the sub-village microfinance leaders to ensure that critical credit 
risk management functions are not delegated to the committees. Experience has 
shown that such arrangements may work well in a program whose scale is small. 
However, when practices in a large institution they pose serious structural and 
organization problems. 

5.3.4 Products

Consider standardisation of processes for delivering loan product, without affecting the 
uniqueness of each product. Standardization is very important in managing growth in large 
organization. Also eexplore the opportunity of insuring live-stock assets, along loan insurance, 
and enhance the value chain process through linkages, for example with agro-vet techies.

5.3.5 Branch Profitability Model

In future branch expansion may depend more on internal resources that donor funds. It is 
therefore instructive that a Branch Profitability Model is developed, to define:-

 The strategy for branch expansion, big-bang or incremental. 

 How many new branches can/should be opened each year

 How new branches are expected to perform in the first and subsequent years. 

 Desired or minimum size of branch balance sheet, loan portfolio, client load, staffing 
relative to the age of the branch.

 Profitability plan or timetable for new branches.

 Transfer pricing & funding plan for branches.

 Productivity and efficiency performance standards for branches and its staff.

5.4 Program Assumptions

A review of the program assumptions, which have been proved correct, is recommended, 
specifically following assumptions:

a. The Participation of clients in design & provision of rural financial services is a key success 
factor.

 This assumption is largely true but the evaluation determined that there are 
limitations to this assumption. Where clients are involved in risk management 
functions such as loan appraisal/review, approval, development of the terms or 
others, it impacts on the performance.

b. The most effective way to expand rural financial services to rural households is to assist 
existing sustainable Financial Intermediaries to:-

 This assumption is also true, but in the case of PRIDE RFW, this is not true 
because PRIDE MFC was not suitable after at the establishment of RFW and 
therefore this assumption could not be tested.
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6. OPINION 

6.1 Opinion

The evaluators are of the opinion that the programme has accomplished all its goals and broken 
through in terms of:-

 Venturing where conventional MFIs shy away from.

 Demonstrating that the design, methodology and process used, have immense 
potential in rural finance.

 Created new product offerings for rural small holder farmers

 Accomplished most of the VOI set at the on set

As a Program it is very successful and is commended.




