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Abstract 

Research on performance of Microfinance Institutions (MFIs) has attracted a great attention as the demand for 
microfinance services increases. One of the popular microfinance models is reaching the poor through Savings 
and Credit Cooperative Societies (SACCOs). A critical area is to assess what drives the SACCOs performance. 
Most research on SACCOs concentrate on assessing their performance without looking at the contribution of key 
performance drivers such as growth strategies. Little research has been done on the influence of intensive growth 
strategies (product development and market development) particularly on the SACCOs outreach performance in 
Tanzania. This study investigates the contribution of both product development and market development on 
outreach performance (increased number of SACCOs’ members). Through a multiple regression analysis, the 
study tests seven hypotheses which are geared towards finding the contribution of both product development and 
market development on outreach performance. A cross-sectional survey design and multistage probability 
sampling technique enabled the participation of 167 key SACCOs’ managers (loan officers) from three zones of 
Tanzania whose views were collected through questionnaires. The study has revealed the significant contribution 
of both product development and market development on outreach performance. SACCOs need to design growth 
strategies which suit the needs of their clients and their characteristics. Although an outreach performance can be 
driven by intensive growth strategies, we suggest that, the SACCOs’ growth should also be harmonized with 
their financial performance.  

Keywords: outreach performance, growth strategies, product development, market development, microfinance 
institutions, SACCOs, Tanzania 

1. Introduction 

For years, microfinance has been receiving a great deal of positive publicity (Lieberman, Anderson, Grafe, 
Campbell, & Kopf, 2008). It has evolved as popular development aid tools and a major component of most 
financial systems in many less developed countries (Bogner & Koivulehto, 2008; Gonzalez, 2007). Worldwide, 
Microfinance Institutions (MFIs) have grown at a burgeoning pace. There is a growth in outreach in terms of 
borrowers, Gross Loan Portfolio (GLP) and total assets (Commonwealth Secretariat, 2007). Microfinance is the 
type of financial services offered to poor and low income clients, where the unit size of the transaction is usually 
small. It operates in poor areas, offering financial services to low-income people through MFIs (Li, 2010). Its 
aim is to serve individuals who would face difficulties to access finance from banks, thought not to need 
financial services, considered un-creditworthy or too costly to serve. It can be offered, often without collateral, to 
an individual or through group lending (Hien, 2008). 

MFIs are non-bank microfinance providers specializing in provision of microfinance services (Haq, 2008)to the 
low income people (Mori & Munisi, 2009). In Tanzania, microfinance service providers include banks, 
non-governmental organizations (NGOs), SACCOs and a range of non-bank financial institutions (Rubambey, 
2005). These institutions can also be grouped as NGOs; member-based microfinance institutions (MB-MFIs); 
and formal financial institutions (FFIs). The SACCOs fall under MB-MFIs (Nyamsogoro, 2010). SACCOs are 
institutions that play the role of a financial intermediary and are user-owned financial intermediaries (Zoom 
Microfinance, 2005; The Consultative Group to Assist the Poor [CGAP], 2005). SACCOs draw their 
membership from the local community or from a similar employer (Klinkhamer, 2009). Their members may 
share a geographic area, community, an employer, or other affiliation (CGAP, 2005). They can also target all 
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community members in a given locality irrespective of their social and economic status (Shrestha, 2009). The 
members are the sole beneficiaries, sole savers and sole decision-makers (Mwakajumilo, 2011). The level of 
involvement of the members indicates the extent to which the institution is owned by the community (Duursma, 
2004). In SACCOs, savings are linked to credit and they are both SACCOs’ principal services. Their sources of 
fund come mainly from members’ saving deposits (Shrestha, 2009). Mainly, these institutions offer savings and 
credits having members with equal voting rights, regardless of the number of shares they own. Cooperatives do 
provide affordable loans and insurance as well (Mwakajumilo, 2011; Almeyda & Branch, 1998). They do 
sometimes join together for the purposes of building capacity, liquidity management, and refinancing (CGAP, 
2005). This study concentrates on community-based SACCOs (those drawing members from communities 
irrespective of members’ characteristics). 

The demand for microfinance services has rarely been met by the formal financial sector (Delfiner & Peron, 
2007). From millions of micro entrepreneurs around the world, there is a large need for microfinance services 
(Lopez & Rhyne, 2003; Lim, 2006). The global microfinance market is now offering a variety of services such 
as deposit accounts, housing finance, insurance, and money transfers (Sloand, 2010). Research indicates that 
MFIs need to go beyond offering traditional financial services such as credit (Campion, Ekka, & Wenner, 2010). 
They need to modify existing products to better fit microenterprise clients (Westley, 2006). For instance, it is 
observed that customers consider service, speed and agility a much more important issue than the cost of a 
microloan (Delfiner & Peron, 2007). In countries like India, Philippines, Sri Lanka, Thailand, and Vietnam, 
cooperatives constitute the major providers of microfinance service (Thapa, 2007). The microfinance sector in 
Tanzania is fast growing. There is a general increasing trends on both outreach and financial performance in the 
microfinance industry since 2002. Tanzanians provide potential growth opportunity for the MFIs (Nyamsogoro, 
2010). Little research is done on the influence of intensive growth strategies (product development and market 
development) on outreach performance of Tanzania-based SACCOs. We therefore investigate whether there is a 
positive relationship between this growth and the growth strategies. The aim of this study is to find the 
contribution of intensive growth strategies on the outreach performance of SACCOs in Tanzania. Two intensive 
growth strategies adopted by SACCOs namely; product development and market development are linked with 
the outreach performance (increased number of SACCOs’ members). Specifically it investigates the influence of: 

1) product development on the outreach performance of SACCOs in Tanzania; 

2) market development on the outreach performance of SACCOs in Tanzania. 

This study is organised as follows; we first review various literatures on intensive growth strategies and MFIs’ 
outreach performance. We also review theories explaining the use of intensive growth strategies and relate them 
with SACCOs’ operations. We therefore find two theories; the Product Life Cycle and the Model of Competitive 
Advantage. These two theories are found to be useful in this study as they reveal the role of product development 
and market development to business performance. We therefore define SACCOs’ product development, market 
development and outreach performance. Supported by literature, we formulate seven hypotheses which are tested 
using multiple regression analysis. 

2. Theoretical Development 

2.1 The Product Life Cycle Theory 

Product Life Cycle Theory explains the introduction, growth, maturity, and decline stages of the products. The 
process of innovation and diffusion of a new product causes an industry growth to follow an S-shaped curve (Wit 
& Meyer, 2004). It is a graph showing time against sales from introduction to decline (Wheelen & Hunger, 2006). 
The service product lifecycle stages comprise of service innovation, service modification, differentiation of 
services and elimination of services (Bruhn & Georgi, 2006). In the introduction phase, the firm’s objective is to 
establish the brand in the market (Cravens, 2000) that is why this stage comprises of high production and 
marketing costs, and low profits (Peter & Donnelly, 1998; Jobber, 1998). In the growth stage, there is an 
increased profit which has a positive relationship with sales (Peter & Donnelly, 1998). Profit growth is fostered 
by swift market acceptance (Jobber, 1998) as many buyers rush into the market (Wit & Meyer, 2004). In 
maturity stage and because of competition, profits for the initiating firm do not keep speed with sales as the 
product matures (Wit & Meyer, 2004). The firm may be forced to initiate both product development and market 
development(Peter & Donnelly, 1998; Jobber, 1998). During the decline phase, sales decline, and the firm 
decides whether to drop the product, change the product, change its use, develop markets or not(Peter & 
Donnelly, 1998). In this stage, features of the product may also be modified (Cravens, 2000).  

The SACCOs’ products can also pass various stages of the PLC. For instance, in the introduction stage, heavy 
promotions and campaigns are required to raise awareness on the SACCOs, types of loans and their benefits, 
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how to become a member, a borrower; and the importance of saving. These campaigns play a vital role in 
increasing the number of members, borrowers and savings. In the growth stage, the SACCOs’ sales and profit 
increase. This is due to the fact that the savers, borrowers and the public in general have ‘accepted’ the services 
which were/are not fully provided by some commercial banks. The profit gained plays a vital role in sustaining 
the SACCOs’ operations. At maturity stage, the SACCOs are not usually experiencing the rapid sales as 
witnessed during the growth stage. Reasons may be many including the competition. At this stage, the need to 
modify the services such as the existing loans is required. The SACCOs may also be required to reduce the 
interest rate and the time to process loans, promote its services and strive to recruit more members and borrowers. 
At the decline phase, the level of savings from members, the trend of borrowing, profits and sales turn down. 
Here, the marketing expenditures in the campaigns to raise awareness on the SACCOs and their products and 
heavy costs during recruitment of more members and borrowers are cut down sharply. The SACCOs may decide 
to change the location of its business and find new members and borrowers, close its businesses or concentrate 
on few members and borrowers it has. However, strategies to modify the services provided by the SACCOs may 
be adopted to prevent the SACCOs from falling. 

2.2 The Model of Competitive Advantage 

When a firm applies strategies that cannot be duplicated or easily imitated by rivals, it is said to have a 
competitive advantage. This concept is achieved when there is value addition for customers (Papulova & 
Papulova, 2006)or if a business system creates superior value for buyers (Wit & Meyer, 2004). So, competitive 
advantage is achieved when a firm is able to increase economic value than its competitors (Rothaermel, 2008). 
Therefore, if a firm wants to achieve a position of competitive advantage, it must focus on cost and value. There 
is a relationship between competitive advantages and the resources firms hold and how they are managed. These 
resources must be managed to allow efficiency. The core of any competitive strategy is to derive customer 
satisfaction (Thompson & Strickland, 2003) and the business will survive if the company gains an advantage 
(Papulova & Papulova, 2006). 

The model of competitive advantage helps SACCOs to plan for effective utilization of its resources. For instance, 
SACCOs can institute various low cost strategies in raising awareness to the public about their products, and 
recruit more members and borrowers. The low cost services offered by SACCOs can also enable them to price 
competitively. For instance, MFIs in Pakistan reported poor yield on GLP which was the result of poor pricing of 
their loans(Hussein & Khan, 2009). On the other hand, a SACCO can use the competitive advantage model to 
offer its services differently from others and compete effectively. It may include the modifications on the existing 
loans such as time to process loans which is shorter than the time used by other SACCOs. These strategies can 
result into an increased number of savers, borrowers and members. The SACCOs can also concentrate on the 
segment which they can perform better. For instance, they may target farmers, micro and small businesspersons, 
and small scale miners and serve them better than serving the whole market which cannot easily be defined. 

2.3 Product Development 

The firm implements product development when it creates new products or improves the present products to suit 
the current markets. For services, it is a strategy that introduces new services for current market segments (Bruhn 
& Georgi, 2006). We therefore define SACCOs’ product development as frequent introduction of new types of 
loans, flexibility in changing the types of loans depending on the circumstance, frequent reduction of time to 
process and deliver the loan to the borrowers, and frequent changing of loan requirements. 

2.4 Market Development 

This refers to seeking new customers for current products. This strategy is used when current products are sold in 
new markets (Jobber, 1998). It is a strategy that utilizes present products. It may involve moving into new 
geographical markets or by moving into new market segments (Jobber, 1998).For services, a firm follows market 
development strategy if it focuses on new markets with the existing services. Here, the firm strives for customer 
acquisition by offering its new services to market segments which were not its previous customers (Bruhn & 
Georgi, 2006). We define SACCOs’ market development as a frequently raising awareness about the SACCOs 
and their products, frequently encouraging non members to join the SACCOs and frequently encouraging 
members to increase their savings. By encouraging members to increase their savings, it is assumed that, the 
SACCOs will increase their GLP which will eventually attract non members (prospective borrowers) to join the 
SACCOs. 

2.5 Outreach Performance 

Outreach is to extend microfinance services to the people who are underserved by financial institutions 
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(Lafourcade, Isern, Mwangi, & Brown, 2005). It refers to provision of financial access to a large number of 
borrowers who had previously been denied such service (Rahman & Luo, 2010).It can be measured in terms of 
breadth; the number of clients both borrowers and savers (Barry & Tacneng, 2009). The number of active clients 
includes borrowers, depositors, and others who are currently accessing any financial services (Rosenberg, 2009). 
Active clients are the ones having an outstanding loan balance with the MFI. They can also be the ones 
responsible for repaying any portion of the GLP (Frank, 2008). In this study, we define outreach performance as 
an increased number of SACCOs’ members. 

2.6 Product Development and Outreach Performance 

Product development is needed to increase outreach (Lafourcade, Isern, Mwangi, & Brown, 2005). Developing 
new products is valuable for SACCOs since it increases revenues. Product development creates additional value 
and reduces transaction costs associated with accessing financial services (Amha, 2008). According to Brand 
(1998), product development may include loan application time, criteria to access loan, and improvement on 
interest rate. There is an impact created by product development on SACCOs’ performance. Due to this impact, 
additional products are offered. These products include emergency loans, insurance, and training (Brau & Woller, 
2004). Product development can reduce lending costs and increase the demand for loans (Amha, 2008). 
SACCOs can use this experience and that is why The International Bank for Reconstruction and Development 
[IBRD] (2004) proposes the need to think innovatively to increase rural outreach and to understand rural clients’ 
needs, risks, and opportunities and develop specialized products. The role of product development can be seen in 
markets where varieties of services are preferred by poor people (Mulunga, 2010). These services include 
savings, insurance, and cash transfer depending on circumstances. 

While some microfinance service providers are very innovative in introducing new products, others are satisfied 
with a single product. Those who focus only on loans are less efficient and are less productive than their 
counterparts. They are also less operationally self-sufficient and thus, can be deduced that they are less 
sustainable (Barry & Tacneng, 2009). As the case in Asia and some parts of Africa, in Namibia for example, 
clients focus entails the provision of services that are needed by the microfinance clients (Mulunga, 2010). The 
same case is also happening in Ethiopia where the microfinance products lack diversification (Amha, 2000). 
They only depend on credit as their main financial product (Mulunga, 2010). The importance of product 
diversification is realized (Brau & Woller, 2004) and it has led to higher number of borrowers and savers(Barry 
& Tacneng, 2009). Modification of the products is needed to increase outreach. Failure to do so can lead to 
inefficiencies and poor productivity (Barry & Tacneng, 2009). In this context, we therefore propose the 
following hypotheses; 

i. There is a positive relationship between frequent introduction of new types of loans and an increased 
number of SACCO’s members; 

ii. There is a positive relationship between flexibility in changing the types of loans depending on the 
circumstance and an increased number of SACCO’s members; 

iii. There is a positive relationship between frequent reduction of time to process and deliver the loan to the 
borrowers and an increased number of SACCO’s members; 

iv. There is a positive relationship between frequent changing of loan requirements and an increased 
number of SACCO’s members. 

2.7 Market Development and Outreach Performance 

For the MFIs to ensure accessibility to the poor, they need to be located within reach. The positive impact of 
market development will be realized if clients with economic business ideas to borrow for income generating 
projects are targeted (Mulunga, 2010). Market awareness must be balanced with its ability to meet client needs 
(Brand, 1998).  Focus can be placed on a particular customer base, building strong relationships with customers 
and secure the larger market share (Brand, 1998) so that a new and loyal generation of clients can be realized as 
done by most Egyptian commercial banks (Segrado, 2005). The same strategy is adopted in Philippines where 
SACCOs are trusted by thousands of low-income people by receiving their deposits. 

SACCOs must compete. They can compete well by developing the market through diversifying into niche 
market that banks cannot reach. They can also actively pursue niche markets and do much more proactive 
marketing of services (IBRD, 2004). However, upon doing market development, there are some challenges 
associated with serving the poor such as the increasing need for capital and the need for suitable infrastructure in 
very poor areas (Valdemar, Encinas, & Imperio, 2007). The promotion of the MFI and its products to new or 
prospective members or users such as the campaign to raise awareness, to encourage them to become members, 
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to persuade new members to save their money and take loans, can attract and increase more new users of 
microfinance products (Matul, Szubert, Cohen, & McGuinness, 2006; Wright, Cracknell, Mutesasira, & Hudson, 
2003). In this context, we therefore propose the following hypotheses: 

i. There is a positive relationship between frequently raising awareness about the SACCO and its products 
and an increased number of its members. 

ii. There is a positive relationship between frequently encouraging non members to join the SACCO and 
an increased number of its members. 

iii. There is a positive relationship between frequently encouraging members to increase their savings in 
the SACCO and an increased number of its members. 

3. Methodology 

3.1 The Study Area 

This study was conducted in all the regions of Tanzania Mainland. The regions are classified into eight 
geographic zones: Western: (Tabora, Kigoma), Northern: (Kilimanjaro, Tanga, Arusha), Central: (Dodoma, 
Singida, Manyara), Southern Highlands: (Njombe, Iringa, Ruvuma), Lake: (Kagera, Mwanza, Mara, Shinyanga, 
Geita, Simiyu), Eastern: (Dar es Salaam, Pwani, Morogoro), Southern: (Lindi, Mtwara) and Southwest 
Highlands: (Rukwa, Katavi, Mbeya). 

3.2 Target Population 

All community-based SACCOs took part in this study. Accessing the latest total number of these SACCOs, age, 
size and their operations was challenging. However, a list of SACCOs that was used in the sampling procedure 
was established from different institutions in Tanzania such as the Ministry of Agriculture, Livestock and 
Cooperatives (Tanzania), Regional Offices (Tanzania) and The Savings and Credit Cooperative Union League of 
Tanzania (SCCULT).  

3.3 Sample Size 

To have a minimum variability, we assume that about 50 percent of these SACCOs operate so that to obtain the 
optimum number of SACCOs (n) sampled. This assumption gives the optimum sample size that could be taken. 
It is also assumed that the committed error is 7% and the significance level, α of 5%. The conservative sample 
size is computed as follows: n ൌ ௓మಉ/మ		୮୯௘మ                                       (1) 

Where: α ൌ 0.5							p ൌ 0.5							q ൌ 1 െ p ൌ 0.5							e ൌ 0.07			Z஑/ଶ		 ൌ 1.96 

The optimum number of SACCOs selected for the sample is 196. 

3.4 Sampling Procedure 

This study makes use of cross-sectional survey design. A multistage probability sampling technique is adopted. 
All the regions of Tanzania are stratified into eight (8) zones as shown above. Five zones are purposively 
selected followed by a random selection of three zones: Eastern, Northern and Central. Thereafter, systematic 
sampling is used to select the required number of SACCOs from each zone as shown in Table 1. Probability 
Proportional to Size (PPS) is therefore used to determine the number of SACCOs to be included in the sample 
from each zone. 
 
Table 1. Number of SACCOs selected among the 8-zones 

Zone  Number of SACCOs selected (Sample size) 

Eastern   119 

Northern 47 

Central 30 

Total  196 

 
3.5 Data Collection and Analysis 

Data were collected through one hundred and ninety six (196) questionnaires with SACCOs’ managers (loan 
officers) from three zones as shown in Table 1. Each manager represented his/her SACCO by filling one 
questionnaire. One hundred and sixty seven (167) questionnaires were returned and found useful for the purpose 
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of the study. This represents 85.2% of the total questionnaires distributed (see Table 2). A multiple regression 
analysis is used to find the influence of intensive growth strategies (product development and market 
development) on the SACCOs outreach performance aided by a statistical tool PASW 16 (SPSS 16). 

4. Results 

It is observed that, members take loans to meet their agricultural, education, construction, business and other 
unforeseeable needs. On average, surveyed SACCOs set aside Tanzanian Shilling (TZS) 697.62 million annually 
for lending their borrowers. The average number of members in surveyed SACCOs is 554 per SACCO. The 
number of SACCOs that filled and returned the questionnaires is as follows; 

 

Table 2. Number of questionnaires returned 

Zone Questionnaires returned Response rate (%) 

Eastern Zone 99 out of 119 83.1933 

Northern Zone 42 out of 47 89.3617 

Central Zone 26 out of 30 86.6667 

Total 167 out of 196 85.2041 

 
4.1 Hypothesis Testing 

4.1.1 The Influence of Product Development on Outreach Performance 

In determining the influence of product development on the outreach performance of SACCOs in Tanzania, we 
have the following hypotheses; 

H0: βଵ ൌ0  
H1: βଵ ്0 
 
H0: βଶ	 ൌ0  
H1: βଶ	 ്0 
 
H0: βଷ ൌ0  
H1: βଷ ്0 
 
H0: βସ ൌ0  
H1: βସ ്0 
 
Where β଴, βଵ, βଶ	, βଷ andβସare coefficients for Constant, X1, X2, X3 and X4 respectively: 

X1 denotes “frequent introduction of new types of loans”. 

X2 denotes “flexibility in changing the types of loans depending on the circumstance”. 

X3 denotes “frequent reduction of time to process and deliver the loan to the borrowers”. 

X4 denotes “frequent changing of loan requirements”. 

Y denotes “increased number of SACCO’s members”. 

SACCOs’ managers were asked to rate their level of agreement with X1, X2, X3 and X4 using a five-point scale (1. 
Strongly disagree, 2. Disagree, 3. Neither agree nor disagree, 4. Agree, 5. Strongly agree). The dependent 
variable (Y) was determined based on number of members of the latest five consecutive years by 2012 in order 
to establish an increased number of members in the SACCO. We therefore put Y in terms of percentage increase 
in SACCO’s members. From these variables, a multiple regression equation is formulated as ܻ ൌ ଴ߚ ൅ ଵߚ ଵܺ ൅ ܺଶ	ଶߚ ൅ ଷܺଷߚ ൅  ସܺସ                               (2)ߚ
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Table 3. Multiple regression output for a linear relationship between Y and X1, X2, X3, X4 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .595a .354 .338 24.76243 

a. Predictors: (Constant), X1, X2, X3, X4. 

 

ANOVAb 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 54393.421 4 13598.355 22.177 .000a 

Residual 99334.854 162 613.178   

Total 153728.275 166    

a. Predictors: (Constant), X1, X2, X3, X4;  

b. Dependent Variable: Y. 

 

Coefficientsa 

Model 

Unstandardized Coefficients Standardized Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 125.549 59.901  2.096 .038 

X1 -30.627 4.539 -.491 -6.747 .000 

X2 13.623 3.416 .269 3.989 .000 

X3 -12.429 5.348 -.172 -2.324 .021 

X4 14.672 5.336 .180 2.750 .007 

a. Dependent Variable: Y. 

 
As shown in Table 3, X1, X2, X3 and X4 statistically significantly predict Y, F(4,162)ൌ 22.177, p<0.05. We can 
also see that X1, X2, X3 and X4 explain 35.4% of the variability of Y. We therefore set a new regression equation 
as; ܻ ൌ 125.549 െ 30.627 ଵܺ ൅ 13.623ܺଶ െ 12.429ܺଷ ൅ 14.672ܺସ																																								(3) 

From the first hypothesis (H0: βଵ ൌ0, H1: βଵ ്0) we reject H0 since βଵ(െ30.627) is statistically significantly 
different from 0 (p<0.05). Regarding the second hypothesis (H0: βଶ	 ൌ0, H1: βଶ	 ്0) we reject H0 since βଶ(13.623) is statistically significantly different from 0 (p<0.05). From the third hypothesis (H0: βଷ ൌ0, H1: βଷ ്0) we also reject H0 since		βଷ	(െ12.429) is statistically significantly different from 0 (p<0.05). Also, 
regarding the fourth hypothesis (H0: βସ ൌ0, H1: βସ ്0) we reject H0 since βସ (14.672) is statistically 
significantly different from 0 (p<0.05). 

4.1.2 The Influence of Market Development on Outreach Performance 

In determining the influence of market development on the outreach performance of SACCOs in Tanzania, we 
have the following hypotheses; 

H0: λଵ ൌ0  

H1: λଵ ്0 

H0: λଶ ൌ0  

H1: λଶ ്0 

H0: λଷ ൌ0  

H1: λଷ ്0 

Where λ଴, λଵ, λଶ andλଷ are coefficients for Constant, X11, X12 and X13 respectively: 

X11 denotes “frequently raising awareness about the SACCO and its products”. 

X12 denotes “frequently encouraging non members to join the SACCO”. 

X13 denotes “frequently encouraging members to increase their savings”. 
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Y denotes “increased number of SACCO’s members”. 

SACCOs’ managers were asked to rate their level of agreement with X11, X12 and X13 using a five-point scale (1. 
Strongly disagree, 2. Disagree, 3. Neither agree nor disagree, 4. Agree, 5. Strongly agree). Again, the dependent 
variable (Y) was determined based on the number of members of the latest five consecutive years by 2012 in 
order to establish an increased number of members in the SACCO. We therefore put Y in terms of percentage 
increase in SACCO’s members. From these variables, a multiple regression equation is formulated as ܻ ൌ ଴ߣ ൅ ଵߣ ଵܺଵ ൅ 	ଶߣ ଵܺଶ ൅ ଷߣ ଵܺଷ                          (4) 

 

Table 4. Multiple regression output for a linear relationship between Y and X11, X12, X13 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .590a .348 .336 24.79132 

a. Predictors: (Constant), X11, X12, X13. 

 
ANOVAb 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 53546.899 3 17848.966 29.041 .000a 

Residual 100181.376 163 614.610   

Total 153728.275 166    

a. Predictors: (Constant), X11, X12, X13. 

b. Dependent Variable: Y. 

 

Coefficientsa 

Model 

Unstandardized Coefficients Standardized Coefficients 

t Sig.B Std. Error Beta 

1 (Constant) 190.840 22.042  8.658 .000

X11 14.968 5.205 .328 2.876 .005

X12 -12.243 5.652 -.248 -2.166 .032

X13 -31.647 3.968 -.520 -7.975 .000

a. Dependent Variable: Y. 

 
As shown in Table 4, X11, X12 and X13 statistically significantly predict Y, F(3,163)ൌ 29.041, p<0.05. We can 
also reveal that X11, X12 and X13 explain 34.8% of the variability of Y. We therefore derive the new regression 
equation as: ܻ ൌ 190.840 ൅ 14.968 ଵܺଵ െ 12.243 ଵܺଶ െ 31.647 ଵܺଷ																																										(5) 

From the first hypothesis (H0: λଵ ൌ0, H1: λଵ ്0) we reject H0 since λଵ(14.968) is statistically significantly 
different from 0 (p<0.05). Regarding the second hypothesis (H0: λଶ ൌ0, H1: λଶ ്0) we reject H0 since λଶ	(െ12.243) is statistically significantly different from 0 (p<0.05). Also, from the third hypothesis (H0: λଷ ൌ0, 
H1: λଷ ്0) we reject H0 since λଷ(െ31.647) is statistically significantly different from 0 (p<0.05). 

5. Discussion 

After testing the seven hypotheses of this study, it is revealed that, both product development and market 
development (intensive growth strategies) lead to outreach performance of SACCOs in Tanzania. These findings 
show that frequent introduction of new types of loans, flexibility in changing the types of loans depending on the 
circumstance, frequent reduction of time to process and deliver the loan to the borrowers and frequent changing 
of loan requirements influence the SACCOs outreach performance. The findings further reveal that frequently 
raising awareness about the SACCOs and their products, frequently encouraging non members to join the 
SACCOs and frequently encouraging members to increase their savings are key drivers of the outreach 
performance of Tanzania-based SACCOs. In Tanzania, SACCOs frequently introduce new types of loans to 
attract their borrowers. The types of loans are defined by their purposes or the role they play to improve lives of 
many SACCOs’ borrowers. These purposes include agriculture, education, construction and business. SACCOs 
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are also flexible in changing these purposes time after time by aiming at satisfying their borrowers. These 
strategies have led to increased number of members. When the number of members increases in these SACCOs, 
their performances increase too. 

SACCOs are also modifying their loans to tap with the changes in the microfinance industry. These include the 
changing of loan requirements or criteria to access the loan as well as frequent reduction of time to process and 
deliver the loans to the members (prospective borrowers). When the SACCOs reduce ‘barriers’ to their members 
in accessing loans and soften the criteria, the possibility of increased number of loan applications becomes very 
high. However, SACCOs should also consider the expected profit before they introduce this strategy since 
softening the criteria may lead to increased number of loan defaulters and hence weaken their financial 
performance. Many users of SACCOs’ services prefer less time in processing and receiving the loans. This is 
most of the time influenced by their needs’ urgency. As already seen, the number of members increases as the 
modification continues. The modification of existing loans and the introduction of new loans to the members 
form an intensive growth strategy (product development) which plays a vital role in driving the outreach 
performance of SACCOs. 

Again, the strategies used by the SACCOs in attracting people to the SACCOs and their services, in encouraging 
non members to save their money in SACCOsand take loans from the SACCOs are key drivers of their outreach 
performance in Tanzania. Many people would become members of the SACCOs should the campaign to raise 
awareness on the services particularly the loans be carried out. For instance, once the promotion on the 
importance of saving money in the SACCOs is well implemented, the possibility of an increased number of 
SACCOs’ members becomes obvious and eventually the outreach performance increases. Also, once the 
campaign to attract new members and insist the old members to save money in their SACCOs is well 
implemented, the GLP of these SACCOs increases and eventually attracts the outsiders (non members) to join 
and hence an increased outreach performance. These strategies are part of an intensive growth strategy (market 
development) which when effectively implemented leads to an increased outreach performance of the SACCOs 
in Tanzania. 

6. Conclusion and Recommendations 

It has been revealed that SACCOs develop their products to attract their borrowers who use the money in 
running various projects in the areas of agriculture, education, construction and business in Tanzania. When 
product development is well implemented, it drives better outreach performance of SACCOs in Tanzania. 
Attracting more members and borrowers in the SACCOs is possible when SACCOs make developments on their 
services to meet the needs of their clients provided that the new developments do not affect their financial 
performance. Non members are also attracted by various marketing campaigns dedicated to raising awareness on 
the benefits of joining the SACCOs and their products. 

SACCOs need to frequently carryout research in order to realize the needs of their clients. This will enable them to 
design effective strategies on how to increase their outreach performance. Through research, SACCOs will be able 
to understand the possible ways that suit the delivery of microfinance services to their members and eventually 
satisfy their needs. These researches should be undertaken successively so that they bring to light the current needs 
in such competitive markets. Carrying out studies regularly may become difficult to some SACCOs with weak 
financial muscles but it should be an inevitable exercise in the today’s business environments where information 
has become one of the organization’s assets. 

SACCOs may concentrate on product development processes such as the reduction of time to process and deliver 
the loans to the borrowers and changing or ‘softening’ the criteria to access the loans aiming at increasing the 
outreach performance. However, SACCOs should take care of these strategies because the possibility of ‘attracting’ 
loan defaulters and increasing Non Performing Loans (NPL) may be higher due to ‘loose’ requirements/criteria. 
SACCOs may enjoy an increased number of members who borrow but unpleasant effects may be reflected on the 
financial performance such as poor yield on GLP especially when NPL increases. The modifications of the 
existing loans should not only focus on attracting non members but on the profit of the SACCOs as well. SACCOs 
should design their promotion strategies based on the nature of their services, prospective clients (the community), 
location, and communication channels. They should regularly perform these campaigns to remind the community 
about the products offered and their benefits to increase their client portfolios. SACCOs should carefully study and 
understand how best to manage and implement the required promotional mix in order to reach different remote 
clients. 
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