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What is Microfinance?
• According to Tanzania National Microfinance
Policy 2017, means the provision of financial
services including micro saving, microloan,
micro insurance, micro leasing, micro
housing, micro pensions, money transfers,
financial education and business
development to the low-income population
(individual, household, enterprises) who are
systematically excluded from the financial
system
• Microfinance business in Tanzania is carried
out by different institutions with varied
institutional forms, including; Companies,
Banks, SACCOS, Parastatals, District Councils
( Youth and women’s Loans), Money Lenders
and Community Microfinance Groups such
as VICOBA, ROSCAS, etc

Practioner’s Voice

• In June 2011, TAMFI started working on the
review of policy, legal and regulatory
framework for MFIs in Tanzania.
• The policy, legal and regulatory
microfinance environment was found by
practitioners to be an obstacle for effective
growth of the microfinance industry
• Microfinance operations in Tanzania were
by then guided the National Microfinance
Policy, 2000 and regulated by the
Microfinance Regulations 2005. The
microfinance regulations were considered
by practitioners to be too rigid and
restrictive for microfinance institutions to
operate competitively and profitably.

Revised National
Microfinance Policy 2017

• Aim was to address limitations,
challenges, emerged issues in
microfinance sector and increased
informality
• Intended to serve as a basis of
enactment of a Microfinance Law

Revised National
Microfinance Policy
2017 - Rationale

• Lack of a comprehensive legal and
regulatory framework for
microfinance sub sector
• Not fully integrated into mainstream
financial system
• Fragmented information flow and
competition
• Lack of Consumer protection
mechanism
(Inefficiency and irresponsible
pricing/collection methods)

Revised National
Microfinance Policy
2017– Rationale contd

• Growth of number of providers with
new technologies and innovation but
with complexities and challenges in
delivery
• Weak institutional capacity of
Microfinance Service Providers
• Poor Management Information System
• Inadequate financial system to
empower low income population to
access formal financial services
• Introduction of New Products and
Services Delivered in Various Models

National Microfinance
Policy 2017– Rationale
contd

• Inadequate compliance with Antimoney laundering laws due to lack
of regulatory body for non-deposit
taking and informal financial
institutions
• Lack of Central Loan Register

Microfinance Act 2018
• GAZETTED IN NOVEMBER 2018
• REGULATIONS 2019
(1) LICENSING
(2) MANAGEMENT OF MICROFINANCE SERVICE
PROVIDERS
(3) LENDING OPERATIONS
(4)SUPERVISION OF MICROFINANCE SERVICE
PROVIDERS
(5) CONSUMER PROTECTION
(6) GENERAL

Tiered Approach
• Situation is complicated by the fact that many institutions are
involved in providing microfinance services under different legal
structures. This presents a challenge in identifying an appropriate
regulatory approach, which is conducive to the development of the
sector while providing services.
• It leaves room for more flexibility to microfinance activities, which are
still in an experimental stage.
• incorporates the fact that it may be necessary to regulate different
intermediaries in a different manner

Tiered Approach contd

• Allows all microfinance players to be active participants in the
financial system.

• The tiered approach provides room for a smooth transition from one
tier to another.

Tiered Approach contd
• Based on size, function, and potential for development:
• Tier 1 comprises deposit taking microfinance service institutions such
as Commercial Banks, Microfinance Banks and Community Banks;
• Tier 2 comprises of non-deposit taking microfinance service providers
such as Credit-taking companies, individual money lenders, and
digital financial services providers
• Tier 3 comprises of Savings and Credit Cooperative Society (SACCOS);
• Tier 4 comprises of Community Microfinance Groups

Conclusion
• It is expected that the formalization
and regulation of the microfinance
sector will result in stability and
security in the sector. The legal and
regulatory framework will entail
development of a vibrant microfinance
industry.
• The legal framework will not only
protect clients, but will also ensure
stability of microfinance businesses.

Conclusion
• The regulatory environment will guide operations in the system thus
solve some of the difficulties the Tanzanian microcredit industry has
been experiencing since the introduction of microcredit in the
country.
• Overall, the legal and regulatory environment will result in the growth
of strong microfinance service providers that delivers inclusive
financial products and services.

