THE EFFECT OF ACCESS TO CREDIT ON STANDARD OF LIVING AMONG THE BENEFICIARIES OF SELECTED GROUPS: A CASE OF IRINGA MUNICIPALITY


ABSTRACT
This study examined the effect of access to credit on the standard of living among members of Tusaidiane Manispaa and Umoja Community-Based Savings Groups (CBSGs) in Iringa Municipality, Tanzania. Specifically, it analyzed five credit access dimensions: credit service availability, ease of loan application, loan approval rate, loan interest rate, and collateral requirement. A descriptive cross-sectional design was adopted, using structured questionnaires administered to 120 respondents, complemented by qualitative insights from key informant interviews. Data were analyzed using descriptive statistics, reliability tests, and multiple linear regression (MLR) through SPSS. The findings revealed that loan approval rate, loan interest rate, and collateral requirement had significant positive effects on members’ standard of living, while credit service availability and ease of loan application were statistically insignificant. The regression model explained 51.8% of the variation in standard of living, with diagnostic tests confirming the reliability of the model. These results suggest that strengthening approval mechanisms, adopting flexible but accountable collateral arrangements, and ensuring balanced interest rates are critical for improving household welfare through CBSGs in Tanzania.
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1. INTRODUCTION
The standard of living is defined as the measure of wealth, comfort, material goods, and necessities available to an individual or community (Harrison, 2015). It reflects the quality of life and overall well-being of people, indicating the extent to which basic needs such as food, clothing, housing, education, and healthcare are met. This concept is commonly used to assess the economic health and prosperity of a region, country, or specific population. (Harrison, 2015) emphasizes that the standard of living is influenced by multiple factors, including income, employment, housing quality and affordability, access to healthcare, education, and the physical environment. These factors collectively shape individuals’ ability to lead fulfilling lives and maintain a good quality of life.
Indicators of the standard of living include income levels, referring to the amount of disposable income or wealth an individual earns; housing quality and affordability, which relate to the condition and cost of housing in a given area; healthcare access and quality, which concern the availability and effectiveness of medical services; education, including access to quality education and its influence on personal and professional development; and employment opportunities and job security, which relate to the availability of stable jobs and career growth prospects. These indicators collectively affect the overall standard of living of individuals and communities.
Globally, access to financial resources remains a critical determinant of living standards. According to the United Nation (UN, 2022), the world population is estimated to surpass 8 billion people. The World Bank (BW, 2022) reported that approximately 700 million people lived below the international poverty line of USD 2.15 per day in 2022, marking an increase in extreme poverty from 8.4% in 2019 to 9.3% in 2022. Sub-Saharan Africa bears a disproportionate share of this burden, with roughly a third of its population living below the poverty line (World Bank, 2022). Limited access to financial services, particularly in rural areas, further exacerbates poverty and hinders improvements in the standard of living Financial Sector Deepening Trust (FSDT., 2021); (Mtenga, et al., 2024).	Comment by Microsoft account: It would be beneficial for the study if you can use a recent statistic like for 2024/2025, because poverty is critical component that is changing now and then.
In Tanzania, the poverty rate remains significant, with 27% of the population experiencing extreme poverty in 2021 (World Bank, 2022). Those living just above the poverty line remain vulnerable to falling back into poverty due to socioeconomic shocks. Key barriers to accessing financial resources include lack of information, high interest rates, inadequate collateral, and reliance on informal moneylenders (Mtenga, et al., 2024); (Komba, et al., 2025).
Community-Based Savings Groups (CBSGs) have emerged as critical tools for improving financial inclusion and supporting livelihoods, especially in rural and underserved areas. CBSGs enable members to pool savings and access credit, facilitating investments in income-generating activities, health, education, and housing, thereby improving household economic stability and overall well-being (Allen & Staehle, 2021); (Mtenga, et al., 2024). In Tanzania, CBSGs have been instrumental in empowering women, promoting financial literacy, and contributing to local development initiatives (Kinyondo & Pelizzo, 2021); Bank of Tanzania, 2025).

Given this context, this study examines the effect of access to credit through CBSGs on Tthe standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality. The study aims to identify how access to credit can enhance household economic stability, reduce poverty, and contribute to improved quality of life among group members in Tanzania.	Comment by Microsoft account: Something is missing in this statement, please review/ organise your paragraphs very well….this is confusing 


1.2 Statement of the Problem
Access to credit is a critical determinant of the standard of living, especially in communities with limited access to formal financial institutions. In Iringa Municipality, community-based savings groups (CBSGs) such as Tusaidiane Manispaa and Umoja Group Savings have emerged as important mechanisms for promoting financial inclusion and enhancing household welfare. These groups enable members to pool resources, access credit, and invest in income-generating activities, which can improve economic stability and resilience United Republic of Tanzania  (Tanzania, 2024).
Recent evidence highlights the potential of CBSGs to improve members’ financial conditions. For example, participation in CBSGs has been shown to increase savings, enhance access to credit, and support income-generating opportunities, which are particularly beneficial for women and marginalized groups (MSANGYA, 2023);Karimu  (Foundation., 2022)Furthermore, innovations such as the integration of digital financial services into CBSGs have expanded access to financial resources, thereby facilitating better household economic outcomes (FSDT, 2023).
Despite these positive indications, there remains limited empirical evidence on the extent to which CBSGs, including Tusaidiane Manispaa and Umoja Group Savings, have directly improved the standard of living of their beneficiaries in Iringa Municipality. Specifically, it is unclear how access to credit through these groups affects household income, housing, education, healthcare, and overall well-being (World Bank, 2025).
Therefore, this study seeks to examine the effect of access to credit through CBSGs on the standard of living among beneficiaries in Iringa Municipality. The findings will provide empirical insights into the role of CBSGs in improving livelihoods, reducing poverty, and supporting sustainable development within Tanzanian communities.
1.3 Objective of the Study
To examine the effect of Access to Credit on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.






1.4 Specific Objective
i. To assess the effect of credit service availability on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
ii. To examine the impacts of Ease Loan application on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
iii. To examine the effects of Loan Approval Rate on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
iv. To examines the impacts of Loan Interest Rate on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
v. To examine the effect of Collateral Requirement level on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality
1.5 Research Questions
i. What are the effects of credit service availability on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
ii. What are the impacts of Ease Loan application on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
iii. What are the effects of Loan Approval Rate on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
iv. What are the impacts of Loan Interest Rate on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality.
v. What are the effects of Collateral Requirement level on Standard of living of members of Tusaidiane Manispaa and Umoja Group Savings in Iringa Municipality
2. EMPIRICAL LITERATURE REVIEW
2.1 Theoretical Review
2.1.1 Social Identity Theory 
Social Identity Theory, introduced by (Tajfel, 1974), explains how individuals define themselves through group membership and how belonging to a group shapes behavior, attitudes, and outcomes. The theory emphasizes that people derive pride, motivation, and support from being part of a social group, which often leads to in-group favoritism and collective cooperation. Within the context of community-based savings groups (CBSGs), this theory suggests that membership alone does not automatically improve household welfare; rather, positive outcomes depend on the willingness and capacity of members to actively engage in group activities such as savings, loan repayment, and business initiatives. The theory is relevant to this study because CBSGs rely on trust, shared identity, and solidarity among members to provide access to credit, which in turn can enhance standard of living. However, just as Social Identity Theory has been critiqued for overlooking broader environmental constraints such as poverty and cultural expectations (Brown, 2000), the effectiveness of CBSGs in Tanzania also depends on intervening factors such as financial literacy, supportive business environments, and adequate training. Thus, the theory provides a useful lens to explain why some CBSG members benefit more than others from group participation, highlighting the role of group identity, cooperation, and external enabling conditions in shaping household welfare.

2.2 Empirical Literature Review
2.2.1 The effect of Credit Service Availability on Standard of Living
Recent studies have highlighted the importance of credit service availability in shaping household welfare. For instance, (Manasseh, et al., 2024) suggests that microfinance institutions should adapt to the digitization of their products and services for wider coverage on one hand; the government should provide digital financial amenities to create a fertile ground for micro-financial institutions to rely on to maximize the welfare of the economy. Similarly, (Urago & Bozoglu, 2022) revealed that most of the farmers were credit constrained and had loan demand. If the constraints were removed and farmers could access enough credit, agricultural productivity would be increased and agricultural income would be improved, thut the availability of credit services directly enhances economic stability and living standards, in Tanzanian CBSGs such as Tusaidiane Manispaa and Umoja.	Comment by Microsoft account: Confirm the spelling


 2.2.2 The impact of Ease of Loan Application on Standard of Living
The simplicity of loan application processes has been recognized as a crucial factor in financial inclusion. A study by (Sethi & Mhlanga, 2024) examined that the core mechanisms underpinning successful group lending, including joint liability, self-selection of group members, frequent loan repayments, progressive lending, and sequential lending. Likewise, (Ngaiyaye & Eunice, 2025)  showed that CBFOs offer a diverse range of financial services tailored to meet the specific needs of their members, including village savings and loans, business services and farming services. It was further brought to light that CBFOs offer enhanced access to financial services through awareness and providing financial education to mitigate challenges such as financial literacy and improve access to financial services. However, the mixed perception revealed in the study findings regarding the effects of CBFOs on financial inclusion is an indication. These findings highlight that ease of loan application improves access and enables credit to translate into tangible improvements in standard of living, in Tanzanian CBSGs.

 2.2.3 The effects of Loan Approval Rate on Standard of Living
Loan approval rates determine the extent to which members benefit from credit services. Empirical findings by (Njagi & Njoka, 2021) in Kenya  recommended that micro financial institutions should support institutions reform functions and processes also, the micro financial institutions should recruit adequate and proficient workers and offer satisfactory training as well as certification for professional appreciation on strategies for microfinance reform processes and their influence on the financial inclusion of the micro financial institution. Similarly, (Alemu & Taye, 2022) found that higher loan approval success in Ethiopian savings groups translated into increased household consumption and investment in productive activities. These results imply that high approval rates are critical for improving welfare, in community-based savings groups in Tanzania.




2.2.4 The impact of Loan Interest Rate on Standard of Living
The cost of borrowing has been consistently associated with welfare outcomes. A study by (Wondirad, 2022) suggested that microfinance institutions are charging a high interest rate to cover operational costs rather than a profit orientation also, showed that a high interest rate has both a positive and a negative significant effect on microfinance institutions’ financial performance and social mission respectively. Indeed, looking for an optimal interest rate that makes microfinance institutions self-sufficient and sustainable, at the same time affordable to borrowers requires stakeholders’ collaboration. Similarly, (Ali, et al., 2023) When interest rates increase, borrowing money becomes increasingly costly for people, which has an impact on many facets of personal finances like credit card debt, home loans, and auto loans.  These studies show that interest rate levels strongly affect the welfare outcomes of credit programs.
2.2.5 The effect of Members Collateral Requirement on Standard of Living
Collateral requirements often determine who can access credit and benefit from it. Evidence from (Collier, et al., 2021) in US indicated that borrowers are highly sensitive to the requirement of posting their homes as collateral and also, found that collateral causally reduces default rates. Likewise, (Corrado & Kharazi, 2021) in U.S found that Debt is modelled as collateral-dependent and its concentration poses a serious concern, thut high collateral requirements benefit high-income more than low-income individuals. This implied that less rigid collateral requirements enhance financial inclusion and raise living standards.

3. METHODOLOGY
3.1 Research Design
According to (Creswell & Creswell, 2018), research design is the overall strategy that a researcher adopts to integrate different components of a study in a coherent and logical way, ensuring the research problem is effectively addressed. It includes the blueprint for data collection, measurement, and analysis, guiding the entire research process. This study adopted a descriptive research design. Descriptive research seeks to capture a detailed understanding of the characteristics, behaviors, and perceptions of individuals or groups regarding the phenomenon under study (Saunders, et al., 2019) In this case, the research investigated how access to credit through community-based savings groups (CBSGs), particularly Tusaidiane Manispaa and Umoja Savings Group, influences the standard of living of their beneficiaries in Iringa Municipality. The focus was on dimensions such as credit service availability, ease of loan application, loan approval rates, loan interest rates, and collateral requirements, and how these credit factors affect household income, consumption, and socioeconomic well-being. The descriptive design enabled the researcher to collect both primary and secondary data, thereby providing a comprehensive representation of the effects of CBSGs on members’ standard of living.






3.2 Population of the Tudy

The target population for this study includes 200 members of Tusaidiane Manispaa, Umoja Savings Group and Management Staff of the savings groups in Iringa Municipality. The target population comprises 200 active members from both groups, who are involved in the savings and lending activities.
3.3 Sample Procedure and Sample Size.
The study used a probability sampling technique. For the quantitative survey, all members of Tusaidiane Manispaa, Umoja Savings Group and Management Staff of the savings groups in Iringa Municipality formed the frame and were proportionately stratified, then selected through systematic random sampling. The study was selected sample size of 120 members and 120 questionnaire was completed to enrich interpretation.


3.4 Data Collection Methods
The study employed the methods such as surveys, interviews, observations and document analysis, ensuring that the data collected is reliable and appropriate for analysis. For this study, structured questionnaires and interview were used to collect information. Both primary and secondary were collected.

3.5 Data Analysis
The collected data were analyzed using both descriptive and inferential statistical techniques. Descriptive statistics, such as frequency distributions and percentages, summarized the surveyed data and provided an overview of members’ perceptions and experiences. Inferential statistics was used to examine the relationships between CBSG participation and changes in the standard of living. The analysis was performed using SPSS v20 software to ensure accuracy and reliability.

4. FINDING AND DISCUSSION
4.1 Demographic Characteristics
The study assessed the demographic characteristics of respondents in the selected community-based savings groups in Iringa Municipality. Findings showed that 60% of the respondents were male while 40% were female, implying that men formed the majority of the participants in the groups. Regarding occupation, the results indicated that most respondents (45%) were entrepreneurs, followed by peasants (28.3%) and public servants (26.7%), suggesting that CBSGs are largely attractive to individuals engaged in small businesses. In terms of age distribution, the majority (48.3%) fell within the 31-40 years range, followed by 25.8% in the 41-50 years category, while younger respondents below 30 years and older ones above 50 years accounted for 9.2%. This indicates that most respondents were mature enough to provide relevant insights. On education level, 28.3% had attained secondary education, 26.7% had diploma qualifications, 
22.5% had bachelor’s degrees, 14.2% had primary education, and only 8.3% had master’s degrees, showing that most respondents were fairly educated to contribute valid information. Finally, findings on saving experience revealed that the majority (69.2%) had more than two years of saving experience, while 30.8% had less than two years, implying that most respondents had sufficient exposure to savings practices, which positively influenced their ability to evaluate how CBSGs impact their standard of living. As showed in Table 1

Table 1- Demographic Characteristics of the Respondents
	
	Frequency
	Percent

	Gender                       Males
	72
	60.0

	                                  Female
	48
	40.0

	                                  Total
	120
	100.0

	Age                           Below 30 years
	20
	16.7

	                                  31-40 years
	58
	48.3

	                                  41-50 years 
	31
	25.8

	                                  Above 50 years 
	11
	9.2

	                                  Total
	120
	100.0

	Education Level        Primary Education
	17
	14.2

	                                   Secondary Education
	34
	28.3

	                                   Diploma Education
	32
	26.7

	                                   Bachelor Degree
	27
	22.5

	                                   Master Degree
	10
	8.3

	                                   Total
	120
	100.0

	Occupation                 Public Servant
	32
	26.7

	                                   Entrepreneur
	54
	45.0

	                                   Peasant
	34
	28.3

	                                   Total
	120
	100.0

	Saving Experience     Below 2 years
	37
	30.8

	                                   Above 2 years
	83
	69.2

	                                   Total
	120
	100.0




4.2 Reliability
The reliability test showed a Cronbach’s Alpha coefficient of 0.928, with a standardized alpha of 0.933 across 30 items, indicating excellent internal consistency of 
the research instrument. Since the value is above the acceptable threshold of 0.7, the items used in the questionnaire are strongly correlated and measure the intended constructs reliably. As showed in table 2 

Table 2 Reliability Statistics
	

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	0.928
	0.933
	30





4.3 Model Summary
The effect of access to credit on standard of living among members of Tusaidiane Manispaa and Umoja Savings Groups in Iringa Municipality was estimated using multiple regression analysis, with standard of living as the dependent variable. Table 6 presents the model summary, with the corrected R² statistic (.518) being of particular importance. This means that 51.8% of the total variation in the standard of living of members was explained by the five predictors while the remaining 48.2% was explained by other factors not included in the model. The R value of 0.734 indicates a strong positive relationship between the independent variables and standard of living. The standard error of the estimate (.65723) shows a reasonable level of prediction accuracy. Furthermore, the Durbin–Watson statistic (2.075) falls within the acceptable range of 1.5–2.5, confirming that there was no serious autocorrelation problem in the residuals and thereby supporting the reliability of the regression model.


Table 3 Model Summary
	

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Durbin-Watson

	1
	0.734
	0.539
	0.518
	0.65723
	2.075





Table .4 presents the regression model coefficients, which revealed mixed effects of the credit access variables on the standard of living of members in Tusaidiane Manispaa and Umoja Savings Groups. Loan approval rate emerged as the strongest predictor, with a standardized coefficient β = 0.304 (p = 0.004), indicating that higher approval rates significantly improve members’ ability to invest in productive activities and raise their living standards. Loan interest rate also showed a significant positive influence (β = 0.279, p = 0.010), suggesting that despite relatively high borrowing costs, members still benefit from access to capital, as the opportunities for investment and income generation outweigh the repayment burden. Collateral requirement similarly had a significant effect (β = 0.246, p = 0.005), implying that while collateral can be a barrier, in this case it functions as a discipline mechanism that ensures loans are used productively, ultimately enhancing welfare outcomes. In contrast, availability of credit services (β = 0.118, p = 0.180) and ease of loan application (β = –0.037, p = 0.692) were found to be statistically insignificant, suggesting that simply having services available or streamlined procedures does not necessarily translate into better standards of living unless approval, affordability, and loan utilization are favorable.
Overall, these findings indicate that not all dimensions of credit access equally affect welfare: approval rates, interest rates, and collateral requirements are the key determinants of members’ standard of living, while service availability and application ease play less direct roles in the Iringa CBSG context.

	




Table 4 Coefficients


	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Tolerance
	VIF

	1
	(Constant)
	1.132
	0.226
	 
	5.010
	0.000
	 
	 

	
	Availability of credit services to the members of Tusaidiane Manispaa and Umoja Group Savings is high
	0.089
	0.066
	0.118
	1.348
	0.180
	0.524
	1.907

	
	The loan application process is easy to the members of   Savings Groups
	-0.029
	0.072
	-0.037
	-0.397
	0.692
	0.476
	2.101

	
	Loan approval rates are higher to the group members
	0.247
	0.084
	0.304
	2.932
	0.004
	0.375
	2.663

	
	Loan interest rates are higher in the savings groups
	0.228
	0.087
	0.279
	2.637
	0.010
	0.362
	2.764

	
	Members must have collateral in order to get loans
	0.200
	0.071
	0.246
	2.831
	0.005
	0.535
	1.871



              
Also, the study conducted the descriptive statistics provided further support the regression findings by showing how respondents rated different aspects of credit access. Findings showed that respondents moderately agreed on the availability of credit services, with a mean score of 3.41 (SD = 1.25), suggesting that while services exist, accessibility remains varied across members. Ease of loan application was rated slightly higher (Mean = 3.45, SD = 1.22), indicating that most members find the process relatively manageable, even though the regression results showed this variable was not statistically significant in predicting standard of living. Loan approval rates were also rated moderately high (Mean = 3.46, SD = 1.17), Loan interest rates received a mean score of 3.30 (SD = 1.16), reflecting members’ recognition of the relatively high cost of borrowing. Finally, the requirement for collateral was rated at a mean of 3.22 (SD = 1.17), showing that many members acknowledge collateral as a condition for borrowing, suggesting that in CBSGs, collateral may enhance accountability and ensure loans are used productively, thereby improving welfare.


Table 5 Descriptive statistics
	


	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	Availability of credit services to the members of Tusaidiane Manispaa and Umoja Group Savings is high
	120
	1.00
	5.00
	3.4083
	1.25354

	The loan application process is easy to the members of   Savings Groups
	120
	1.00
	5.00
	3.4500
	1.21510

	Loan approval rates are higher to the group members
	120
	1.00
	5.00
	3.4583
	1.16602

	Loan interest rates are higher in the savings groups
	120
	1.00
	5.00
	3.3000
	1.15664

	Members must have collateral in order to get loans
	120
	1.00
	5.00
	3.2167
	1.16809

	Valid N (listwise)
	120
	 
	 
	 
	 




                Also, the study investigates the effect of access to credit on Standard of Living among beneficiaries of selected groups at Iringa Municipality. The results demonstrate that all five factors were significant predictors of Standard of Living, explaining 51.8% of the variation in the dependent variable as presented in Table 3. Also, Table 4. showed the effects of access to credit predictors on Standard of Living, and their descriptives on table 5, thus discusses the findings in relation to the study objectives, empirical literature, and theoretical perspectives.




4.4 Effect of Credit Service Availability on Standard of Living
Descriptive results show that members moderately agreed on the availability of credit services (Mean = 3.41, SD = 1.25). Literature emphasizes that credit service availability is critical for household welfare, with (Manasseh, et al., 2024) recommending digital adaptation to expand outreach, and (Urago & Bozoglu, 2022) showing that removing credit constraints boosts productivity and income. However, regression findings indicate that availability had a positive but insignificant effect on standard of living (B = 0.089, p = 0.180). This suggests that while members perceive services as moderately available, availability alone does not significantly improve welfare in CBSGs unless accompanied by accessibility and favorable lending conditions.

4.5 Impact of Ease of Loan Application on Standard of Living
Members reported that loan applications were moderately easy (Mean = 3.45, SD = 1.22). Empirical findings highlight the importance of process design, where (Sethi & Mhlanga, 2024) stress that mechanisms like joint liability and progressive lending underpin successful lending, and (Ngaiyaye & Eunice, 2025) show that CBFOs expand access through awareness and financial literacy support. Despite this, regression results revealed a negative and insignificant effect (B = –0.029, p = 0.692), meaning that procedural simplicity alone does not guarantee better living standards in Tanzanian CBSGs, unless approvals and loan conditions are also favorable.

4.6 Effects of Loan Approval Rate on Standard of Living
Loan approval rates were perceived as relatively high (Mean = 3.46, SD = 1.17). Empirical studies confirm that higher approval rates enhance household outcomes, with (Njagi & Njoka, 2021) noting institutional reforms that improve financial inclusion, and (Alemu & Taye, 2022) showed that higher approval success boosts consumption and productive investment. Regression results align with this evidence, showing a significant positive effect (B = 0.247, p = 0.004). This demonstrates that in CBSGs, members’ welfare improves substantially when their loans are more frequently approved.

4.7 Impact of Loan Interest Rate on Standard of Living
Interest rates were also rated moderately high (Mean = 3.30, SD = 1.16). Literature indicated that high interest rates are often a burden, with (Wondirad, 2022) showing they reduce the social mission of MFIs, and (Ali, et al., 2023) highlighted their negative impact on personal finances. Yet, regression results revealed a significant positive effect (B = 0.228, p = 0.010). This counterintuitive outcome suggests that even when interest is high, members still benefit from credit access likely because the gains from productive use of loans outweigh the repayment burden in Iringa CBSGs.






4.9 Effect of Members’ Collateral Requirement on Standard of Living
Collateral requirements were perceived as moderate (Mean = 3.22, SD = 1.17). Previous studies often found that collateral requirements restrict inclusion, such as (Collier, et al., 2021) who observed sensitivity to collateral in the U.S., and (Corrado & Kharazi, 2021) who noted that collateral rules favor higher-income borrowers. However, regression results in this study show a significant positive effect (B = 0.200, p = 0.005). This suggests that in CBSGs, collateral may serve as a mechanism of accountability and credit discipline, ensuring that loans go to members who are better able to utilize them productively, thereby raising their standard of living.





 5. CONCLUSION AND RECOMMENDATION
5.1 CONCLUSION 
This study examined the effect of access to credit on the standard of living of members of Tusaidiane Manispaa and Umoja Community-Based Savings Groups (CBSGs) in Iringa Municipality. Using both descriptive and regression analyses, the research assessed five dimensions of credit access: availability of credit services, ease of loan application, loan approval rates, loan interest rates, and collateral requirements.
The findings revealed that while members moderately agreed that credit services were available and the loan application process was relatively easy, these two dimensions did not have a significant impact on standard of living. In contrast, loan approval rates, loan interest rates, and collateral requirements demonstrated significant positive effects on members’ welfare. Specifically, higher loan approval rates enabled more households to invest in productive activities, while interest rates though perceived as high did not prevent members from benefiting from the opportunities provided by credit access. Collateral requirements, often viewed as restrictive in conventional microfinance literature, were found to contribute positively by ensuring accountability and productive utilization of loans.
Overall, the study concludes that in the context of CBSGs in Iringa, improvements in standard of living are less dependent on the mere availability of financial services or the simplicity of loan processes, and more strongly influenced by the ability to access, 
secure, and effectively use loans. These results highlight the importance of strengthening loan approval systems, balancing affordability with sustainability in interest rate policies, and adopting collateral mechanisms that enhance accountability without excluding vulnerable members.

5.2 RECOMMENDATION
The study recommends that policymakers strengthen loan approval mechanisms within CBSGs by introducing fair and efficient assessment procedures, regulate interest rates to ensure they remain both sustainable and affordable, and promote flexible collateral frameworks that use alternatives such as group guarantees or savings history to avoid excluding low-income households. In practice, CBSGs should build members’ financial literacy through training, adopt digital platforms for record-keeping and applications to improve transparency, and encourage members to direct loans toward income-generating activities rather than consumption so as to maximize welfare improvements. For future research, comparative studies with other microfinance models, longitudinal designs to track welfare changes over time, and gender-focused analyses are suggested to deepen understanding of how access to credit influences standard of living in different contexts.
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