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ABSTRACT
4 lleviating poverty has been an issue of concern the world

over. However, linkages of the causes of poverty are in
diverse. Some do link with the opportunities available in terms of

resources, some the level of technological advancement of the respective

sl country, some on the geographical setting in relation to the people

under assessment, among others. Few literatures have attempted to

link the role of financial literacy in improving income of the people

Dr.Norman Adamson hence alleviating poverty. This paper attempts to present the findings
Siga“a I(il’]g1 of the study on the level of financial literacy among entrepreneurs in six

regions of Tanzania. It used a mixed methodology approach where on
each response an agreed phenomenon was taken as a supra of the
1Teofilo Kisanji University, group. It was a case study design as participants were drawn from six

regions who participated in the training, which entailed to improve the
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ability of the entrepreneurs to save and spend. The sample was 56
entrepreneurs. Purposive sampling was a dominant sampling method
used. Interviews and questionnaires were the only instrument used for
data collection. The findings of the study indicate that only three to six
entrepreneurs are knowledgeable on the amount of money allocated
for wvarious items that were under study. Hence, 94% of the
entrepreneurs are financially illiterate on the amount of funds spent on
the common items namely food, fuel for vehicles, mobile phone,
transport fees, and incidentals. The study concludes that financial
literacy is foundation for improving finance among entrepreneurs and
the people at large. It adds that poverty alleviation depends solely on
how best people are sensitive to various spending, which include ability

to save.
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1.INTRODUCTION reduction of poverty, which is known as National Strategy
The cry for poverty is the unsung song of the  for Growth and Reduction of Poverty (NSGRP). The strategy
world. Nations the world over strive for improving the  “pays greater attention to further stimulating saving and
income of the people. In this regards, measures, plans  private investment response, infrastructure development,
and strategies are put in place for improving the income  human resource development, increased investment in
of the people. In Tanzania for example, the government  quality education, science and technology and use of
has come up with strategy for improving income and information communication strategies, for enhancing a
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competitive based economy and efficient government”
(United Republic of Tanzania, 2005:3). Beside this strategy,
the government instituted a twin strategy with the aim of
registering all business, and accrediting every possible
resource such as land for enabling peasants and farmers
able to collateralize the land when requiring loan from
financial institutions, which is known as Property and
Business Formalization Program (United Republic of
Tanzania, 2009). The program is an initiative of Tanzania
Government seeking to establish a Legal and Institutional
framework of property and entrepreneurial rights which
is accessible to all the people and is largely affordable by
many (United Republic of Tanzania, 2009: 4).

Before we indulge into expounding the rest of
the paper, it is worthy to provide some meaningful
definitions of the terms in the paper. Financial literacy
could mean ability to give reason on every spending. It is
the ability of dictating our wishes on why spend on this,
and leave that. Financial literacy, equal to wise spending,
as it includes the ability to make informed choices on what
one spends.

The importance of wise spending includes ability
to save, and hence invest. Investors suggest that the main
step towards richness is saving (Norman, 2005). The drive
towards saving depends on how much is left after
spending. Henceforth, the key aspect that determines the
amount we save is spending. In this vein, understanding
the behaviour of entrepreneurs on spending, which
include what drives them to spend is crucial for setting
the goals on various policies geared to improving income
and or alleviating poverty. The importance of wise
spending does not end to individuals, but it includes local
government and central governments (Swann, 2000).

Marr (2012), Mannur (1991), and URT (2005;
2009) reveal that development depends on how much is
invested after saving. Hence, income plus saving equals
investment. In this view, it can be noticed that the key to
development of business ventures is the ability to save.
Ability to save depends on complying with the budget set.

In our daily life, challenges that we face in terms
of needs, may suggest that we should attempt to offset
any bill irrespective of whether it stems on the business or
other non-business ventures. In addition, investment
depends on economic principal of saving of funds. In other
words, lack of investment depends on lack of saving, which
is energised through poor spending. The International
Institute of Training Research and Consultancy (2010) in
the study of how households are financially literate, she
noted that only a few people new what was pegged for
mobile phone, food, goodwill, transport fare, and fuel for

vehicles. This study therefore is a replicate of the
previously mentioned study under different setting,
different components, and different culture of
respondents.

The main objective of the study is to find out the
extent of knowledge on various common items that
entrepreneurs incur as purchases. The items as noted
earlier are food, fuel for vehicles, mobile phones, transport

fare, and incidentals.

2. LITERATURE REVIEW

The intent of any entrepreneur is to grow higher
and higher. It is anticipated that a small entrepreneur
today would be big tomorrow. Hence, Warner (2010:16)
notes that the first thing a business does is to raise finance,
the next thing it does is to spend it, usually on assets.
Norman (2011) adds that the amount of money raised
would perish if not spent wisely. Hence understanding
the areas to spend through giving reasons as why not to
spend is critical. It is noted that saving is foundation for
growth of any income. In this vein, White (2011) assert
that the private investor in shares must decide whether
he is aiming for capital growth, income growth, or a
combination of the two. Several authors and studies have
indicated the relationship between saving and business
prosperity. Studies by Owuor et al. (2009), Lahiri (1989),
Edwards (1996), Dayal-Gulati and Thimann (1997), Loayza,
Schmidt-Hebbel and Serven (1998) and Norman(2010)
have proven that the share of working population relative
to that of retired persons is positively related to saving.
Uniquely, some studies have related saving with income.
For example, Lahiri (1989) indicated that the rate of growth
of personal disposable income determines private saving,
while, Schrooten and Stephan (2005) showed that per
capita income to a good extent influences saving.

The two dimensions seem to take for granted
the willingness to save. It can be argued that in some
setting, income is not a determinant of the amount to
save. Ability to save can be influenced by some other factors
such as ambition, which include what one wants to
accomplish through the present income; cultural setting,
which include background or orientation of the person in
spending among others. Hence, eluding entrepreneurs
on the importance of saving remain critical. More
importantly, studying on the behaviour of entrepreneurs
on tendencies of spending and saving is worthy for
creating knowledge base on how to improve economic
ventures of the enterprise. That is the reason in Kenya it
was noted that despite the financial liberalization in
savings rates have generally remained very low (Owour et
al. 2009). The paramount questions remain. 1) Do people
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know and thus budget for food in African setting? 2. Do
people know and thus budget for fuel in African setting?
3. Do people know and thus budget for talk time/air time
in African setting? 4. Do people know and thus budget for
transport fare in African setting? 5. Do people budget for
other charges/auxiliaries in African setting?

3.MATERIALS AND METHODS

This study employed a mixed methodology
approach. In addition, it employed a case study design,
where only entrepreneurs who attended the training which
was organised through the Tanzania Private Sector
Foundation (TPSF) and coordinated through Tanzania
Chamber of Commerce Industry and Agriculture (TCCIA).
The participants were drawn from six regions of Tanzania
that form the Southern Highland zone. The regions are
Iringa, Njombe, Mbeya, Ruvuma, Rukwa and Katavi. The
total number of participants was 56. The entire group was
considered as a focus group. Five questions were subjected
before this group. The questions were on five items. The
study entails to find out whether entrepreneurs were

informed on the amount of funds they use for food per
month, mobile phone(s), transport fare, fuel for their
vehicles, and the amount set a side as incidental. Two set
of questions were made available. The first session was on
responding to questions on agreement of the entire group.
The second was to respond on the questions through filling
the open questionnaires. In second exercise, each
participant was required to fill the questionnaire in relation
to knowledge on the itemised components. The analysis
and presentation of the data have employed excel to come
up with figures and charts.

4. FINDINGS AND DISCUSSION

The findings of the study have indicated
similarity among the business people in Tanzania. The
uniqueness in this study was that all respondents tackled
all questions except one, which required participants to
indicate whether they new the amount of funds set for
fuel in their vehicles. Of the 56 only 40 participants
indicated to own their own vehicles. Hence, on this
question respondents were 40. The summaries on the

responses on the five items are summarised in table 1.

Table 1: The level of knowledge on the funds used in the itemised components

No. Description of items Respondents | Frequency | %

1. Have knowledge on funds for food 56 4 7.14
2. Have knowledge on funds for mobile phone 56 4 7.14
3. Have knowledge on transport fare 56 2 3.57
4. Have knowledge on fuel for vehicles 40 1 2.50
5. Have knowledge on funds for incidentals 56 2 3.57

Source: Researchdata, 2013.

The table indicate that the highest score of
knowledge is 7.14% of the business people running various
businesses in the six regions in Tanzania have knowledge

on varied items. In addition, the highest knowledge is

experienced on food and airtime, and the minimum
knowledge is experienced on fuel for vehicles, which
attained a score of 2.5%.

Figure 1.
Knowledge of funds on spending on common items
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Source: Fieldwork 2013.
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The figure indicate that entrepreneurs in
Tanzania in the named regions are insensitive to spending.
Knowledge to spending stands between 2.5% to 7.2%.

The findings provide a huge knowledge on the
level of sensitivity of our entrepreneurs in relation to
spending. In our daily settings, meals are perceived to
accumulate the highest amount of funds. Nevertheless, in
Tanzania it is noticed that only seven percent of the
entrepreneurs have knowledge on the amount of funds
set for the meals at home. This suggest that entrepreneurs
would use funds in accordance with what they attain-the
less the amount the likely the less the usage. The higher
the gain, the likely the high the usage. Such tendency,
contravene with basic economic principal which advocate
for saving as the basis for investment. An entrepreneur,
which is insensitive to spending, would likely to go poor in
short period. It can be added that even recouping the
bank loan would be difficult for business people who do
not account for their daily use.

The rating for mobile phone/ air time indicates
that it is the second after food in terms of consuming
money. Yet most business people do not know the amount
of money they use for the same. Equally, it suggests that
business people would use mobile phones in accordance
to the available funds. Generally, when business people
fail to account for the money they use, it could mean the
higher the earning the higher the spending and the vice
versa. Mobile phone attained 7% frequency in terms of
level of knowledge.

Transport fare attained 3.5% knowledge of
funds spent for the same. Transport fare is one the
seemingly obvious for knowing it. However, only two
respondents have knowledge on how much they spend
for transport. The danger, business people would face is
responding to travels, which are not linked to the business
ventures. In this world, almost every thing requires money.
Hence, lack of sensitivity to spending may suggest poor
performance of the entrepreneurs.

The corresponding item with transport fare is
fuel for vehicles. Only one out of 40 participants/
interviewee who indicated ownership of vehicles, have
knowledge on the amount of fuel used in the car per
month. The proposition on this matter, could be that
business people fill in fuel pending the need for travelling
even if such movements adds nothing to business. One
participants confessed, “we sometime travel to places that
we could not, had there been observance of budgets
allocated for the same.”

Incidentals refer to amount of funds set a side
to carter for unexpected events. The participants

indicated clearly that they use some funds for incidentals.
However, they confessed for not budgeting for the
incidentals. Of the 56 participants, only two have knowledge
on the amount set aside for the incidentals. Most of them
do deal with such expenses in accordance to the amount
of money needed. One participant responded, “There
seem to have a room for loosing our funds because of not
budgeting for incidentals. At times, we may find ourselves
crying for budget deficits since we do not have funds for
the same. We must change” she insisted.

Poverty is culminated through poor spending.
Generally, when people discuss on poverty issues, the
seemingly easy thing to put on the table is resource
availability and to large extent is the distribution of such
resources. Little emphasis is put on managing spending.
Yet we know, it is appropriate use of what we have that
can dictate the span of control of the entire income. If our
societies do not know how much is used for food in their
households, how could the same be sensitive to the use of
funds which belong to the government?

5. CONCLUSION

The study is now in the position to conclude that
the development of entrepreneurs in Tanzania need
sensitivity on what they spend. This include ability to
weigh various needs of business, assessing the most
pressing needs versus less pressing, differentiating
business needs versus non-business needs, budgeting and
spending within the budget, and acquaintance of customer
care knowledge. The behavioural attributes of the
entrepreneurs in the named six regions, indicate that
they are poor on understanding the amount of funds set
for food, mobile phones/ airtime, transport fare, fuel for
their vehicles, and incidentals. The leading component
that suffers lack of knowledge is awareness of funds set
for fuel, which attained 2.5%. In addition, the awareness
level ranges between 2.5% and 7.2%, which indicate that
the majority of entrepreneurs are spending insensitive. It
is imperative that entrepreneurs realise that the growth
of their capitals for investment starts with ability to save,
and that intelligent saving is promoted by complacence to
the set budgets.
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