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Introduction 
 

This case study forms part of a research study conducted for FinMark Trust and Rooftops 

Canada into the provision of housing support products and services for housing microfinance 

lending in East and Southern Africa.  The study aims to understand the extent to which 

housing support services form part of the housing microfinance process, and whether these 

services can be enhanced and if so, how. Using an action-research approach the study 

examines the kind of housing support products and services accompanying housing 

microfinance in six diverse organisations in Kenya, Malawi, South Africa, Tanzania and 

Uganda.  
 

WAT Human Settlements Trust (WAT-HST) was established in 1989 and has had considerable success in its advocacy 
efforts for land rights, especially for woman. It also successfully established the WAT Savings and Credit Cooperative 
Society (WAT–SACCOS) in 1998 to improve access to financial services in Tanzania. By March 2010 WAT-SACCOS had 
8,138 members, mobilised TZS 940m (USD 713,309)1 in savings, established an outstanding loan portfolio of TZS 793m 
(USD 602,354) and achieved operational self sufficiency of 156%. 
 

Driven by a push for sustainability and a commitment to uplifting the lives of urban poor households, WAT–HST is 
gearing up to provide housing support services and housing microfinance at scale. The organisation has redefined its 
core focus, restructured its operations and is forging new partnerships to achieve this.  
 
WAT–HST previously piloted a Shelter Loan Revolving Fund (SLRF) but was unsuccessful in collecting repayments. They 
have used the lessons from the pilot to conceptualise a new housing microfinance programme. WAT–HST opted for an 
institutional separation model and will provide the housing microfinance through a partnership with WAT–SACCOS 
while WAT-HST focuses on the provision of housing support services. The housing support services and products are 
paid for by the clients and the fees are structured into the loan product.  
 
With the support of the Financial Sector Deepening Trust, Rooftops Canada and The Norwegian Federation of Co-
operative Housing Associations, a three and a half year pilot of the new housing microfinance program started in 2008. 
The first seven loans under the pilot were granted in October 2009.  

 

 

Contextual information 
 

The legacy of colonisation and changes in political ideologies in Tanzania has shaped the 

development context. This is evident in the country’s economic, infrastructural and social 

structures and in its spatial organisation. The contemporary development context is 

characterized by low-medium human development, growing levels of inequality, rapid 

urbanisation of the mainly rural population and weak overall economic performance.  

 

Economic reforms, since the late 1980’s, in the post-socialist era have liberalised the 

economy attempting to stimulate economic growth and although these efforts have 

increased gross domestic product, they have not reduced poverty and have led to inequality. 

Tanzania has a public land ownership policy. Government allocates occupancy rights often 

using long-term land-leases and people with land rights sometimes allocate plots to others 
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on a rental basis. The public land ownership policy promotes security of tenure, encourages 

self-help and keeps land prices down.2  

 

There is a low level of infrastructure development in Tanzania leading to a shortage in the 

supply of serviced land and consequently of formal housing delivery.  Consequently there is a 

trend of self-help housing where households build with the help of local builders (fundis). 

Typically, Swahili houses with several rooms are built using cement blocks and corrugated 

iron roof sheets. Cultural practices influence women’s involvement in house building; in 

some regions women are actively involved and responsible for house building for example, in 

Kagera and the Masaai in Arusha.  

 

The government introduced new legislation to pressurise banks into investing in the housing 

and housing microfinance in an effort to create an enabling environment for private sector 

driven housing development. Investment has not materialised and there has been little 

improvement to housing since the 1970’s.  

 

The policy of public ownership of land has 

prevented banks from taking titles as 

security for mortgages but a new law has 

recently been introduced to facilitate the use 

of mortgage type instruments within the 

public land ownership system. The 

inaccessibility of serviced land and the high 

cost of finance coupled with the absence of 

a clear housing policy further discourage 

private sector involvement. Responding to 

calls for a reform in land laws the Lands 

Laws of 1999 were enacted and though 

some consider that this will be sufficient to 

stimulate private sector investment in 

housing development and housing finance, many argue that this will not. 

 

Large commercial banks are generally disinterested in providing housing microfinance and 

do not have housing loan products for the low-income market. According to the Financial 

Sector Deepening Trust,7 microfinance institutions are small (most have fewer than 100 000 

clients) and have limited reach as they lack human and financial capital. Most have an urban 

bias while 74% of the population is located in rural areas.  Tanzania’s SACCOS’ have a rural 

focus but with only about 800 000 members, they remain smaller than the microfinance 

institutions. These societies need wholesale re-engineering to achieve scale and more 

professional management. Some have addressed these weaknesses with the assistance of 

Dunduliza and Développement International Desjardins. 

 

Despite this many households are investing in their housing using savings and income 

earned from formal or informal economic activities illustrating the high demand for housing 

microfinance. 

Tanzania: Relevant Development Indicators 

Human Development Index3i 0.530 

% Population below the $2 per day poverty linei 96.6% 

GDP4 in USD billions as at 2007i 16.2 

GDP PPP5 in USD billion as at 2007i 48.8 

GDP per capita in USD as at 2007i 400 

Gini Index6i 34.6 

Population size 2009 in millionsii 43.7 

Average population growth rate 2005 -2010ii 2.9% 

% Urban population 2009ii 26% 

Urban population growth rate 2005 -2010
ii
 4.7% 

% Population with a lack of access to drinking 
water on their yard or plotiii 

45% 

% Population with a lack of sanitationiii 54% 

% Population collecting water from points 
located 30 minutes awayiii 

18% 
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Housing support products and services offered 
 

Key role-players providing support  

 

WAT–HST previously piloted a Shelter Loan Revolving Fund (SLRF) but was unsuccessful in 

collecting repayments. They have used the lessons from the pilot to conceptualise a new 

housing microfinance programme but the scope of housing support products and services 

under the new programme has not yet been determined. 

 

In the past, SLRF borrowers obtained support from WAT-HST and used the services of local 

builders who are easy to find in Tanzania’s urban areas. WAT-HST clients report that these 

builders sometimes cheat homeowners and funds are often squandered in excessive waste. 

WAT-HST agrees that quality of workmanship can be problematic at times. They have 

therefore helped clients to combat such problems. 

  

 

The National Housing and Building Research Agency (NHBRA)10 trained ordinary people in 

house construction to work as grassroots building brigades for various development 

agencies. They have also worked with WAT-HST in the past. WAT-HST also has an informal 

working relationship with Ardhi University. WAT-HST plans to provide most of the housing 

support services to individuals and groups that borrow for housing from WAT-SACCOS. 

WAT Human Settlements Trust / WAT Savings and Credit Cooperative Society  

Geographic scope Dar es Salaam, Tanzania. 

Mission WAT-HST’s mission is to promote and facilitate adequate and affordable housing and secure 
tenure for low and middle income groups, particularly women.  

WAT-SACCOS’s mission is to mobilise, sensitise and improve members’ economic condition 
regardless of gender, through the provision of steady and secure sources of financial services 
to achieve a big volume of savings and good large loan portfolio. 

Objectives WAT-HST’s overall goal is to assist low and middle income groups, particularly women to 
have access to adequate and affordable housing and secure tenure.  

WAT-SACCOS’ objectives are to improve the standard of living of its members; provide 
varied financial services to members as per their needs and encourage more members to join 
the SACCOS. 

Type of institution WAT-HST is a provider of housing support products and services which through its 
partnership with WAT-SACCOS also facilitates the provision of housing microfinance. 

WAT-SACCOS is a provider of microfinance products to cooperative members. 

Sector WAT-HST is a non-profit non-government organisation.  

WAT-SACCOS is a cooperative regulated under the Cooperative Act 15 of 1991; it takes 
savings deposits and provides a range of microfinance products to cooperative members. 

Target market WAT-HST’s target group is low and middle income people, particularly women.  

WAT-SACCOS targets all people for membership of the cooperative. Loans are only provided 
to its members. 

Loan book size In the past WAT–HST piloted a Shelter Loan Revolving Fund (SLRF) which had an outstanding 
loan balance of TZS 41m (USD 31,621) at the 2008 financial year end. The new housing 
microfinance programme approved its first loans in October 2009.  

WAT-SACCOS had an overall loan book of TZS 793m (USD 602,354) as at March 2010.8 

Active loans WAT-SACCOS had 848 active loans as at March 2010. 

No. of active savers WAT-SACCOS had 8138 members as at March 2010. 

Total value of savings Total value of savings as at March 2010 was TZS 940m (USD 713,309). 

Annual turnover WAT-HST’s turnover for the year end 31 December 2009 was TZS 621m (USD 471,559). 

WAT SACCOS’ turnover for the year end 31 December 2009 was TZS 283m (USD 215,192). 

PAR9 PAR 30 days for WAT-SACCOS was 7.23% as at March 2010. 
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Nature of support 

 
To ensure regular loan repayments WAT-HST intends for 

its housing support products and services to focus on:  

 Mobilisation and sensitisation education to ensure 

that borrowers can afford the funds they borrow; 

 Organising new groups to start saving with WAT-

SACCOS; 

 Assistance with negotiations for acquisition of land 

and services and for access to water; 

 Design of houses, facilitating the issuance of 

building permits, preparing cost estimates, and with 

self-help construction to ensure good quality 

construction. 

They are reviewing the scope of their housing support 

products and services which has been costly. A new 

housing support package is being developed in 

response to client needs. 

 

Previously, under the SLRF WAT-HST provided the A to Z 

technical support service described below and 

contracted consultants to boost their in-house capacity: 

 

WAT-HST staff assisted clients to access land and 

services. They provided advice on land parcels suitable 

for housing development, liaised with the authorities 

and engaged surveyors to survey land when necessary. 

 

When needed the staff of WAT-HST identified and 

selected professional consultants. They were contracted 

and supervised by WAT to ensure that satisfactory 

quality standards were achieved. WAT-HST also 

supervised the provision of services when clients 

accessed technical support independently. 

 

Engaging architects who could design affordable houses 

for incremental construction was challenging so WAT-

HST developed standard house designs. They trained 

local builders selected by the groups in their house 

design package and engaged a registered architect to 

sign off their designs as is required by the authorities. 

 

The organisation mainly assists clients who are 

geographically dispersed in areas where services and 

township layout already exists. Upgrading and 

infrastructure planning is thus rarely needed but if 

needed WAT-HST would assist groups with planning for 

the overall site. They would survey the site, prepare 

plans and specifications, and obtain permits. 

 

FINANCIAL PRODUCT RANGE 
 
WAT-HST and WAT-SACCOS have developed a 
range of housing microfinance products which will 
be introduced gradually and tested as the pilot 
proceeds commencing with the loans for 
incremental house construction: 

 Loans for the purchase of land (up to TZS 
2,500,000 / USD 1,897). Maximum 
repayment: period 24 months. 

 Loans for land registration (up to TZS 
750,000 / USD 569). Maximum repayment 
period: twelve months. 

 Loans for services: water and sanitation up to 
TZS 300,000 (USD 228); electrical 
connections up to TZS 500,000 (USD 379). 
Maximum repayment period: twelve months. 

 Loans for incremental house construction 
(up to TZS 7,000,000 / USD 5,311). Maximum 
repayment period: 24 months – in the 
following stages: 
o Foundations (up to TZS 1,700,000 / USD 

1,290); 
o Walls (up to TZS 1,800,000 / USD 1,366); 
o Roofing (up to TZS 2,000,000 / USD 

1,517); 
o Finishing, plastering, doors and windows 

(up to TZS 1,000,000 / USD 759); 
o Flooring (up to TZS 500,000 / USD 379); 

 Loans for renovations (up to TZS 1,200,000 / 
USD 910). Maximum repayment period: 
eighteen months. 

 
All loans are secured. At least 150% of the 
principle loan value is required as security for the 
housing micro-loan. This can include household 
assets, land and savings. WAT-SACCOS does not 
register loans against title but when available will 
hold titles until loans are repaid to discourage 
owners from selling the property before repaying 
the loan. 
 
All loans are insured for death and permanent 
disability. The insurance fee is 1.0% of the 
principle loan value and is payable upfront upon 
loan approval. 
 
Loans are granted to individuals within a group. 
Members of the group guarantee each other’s 
loans and social pressure ensures that regular 
repayments are made. If a member is not part of a 
group, at least two guarantors are needed for a 
housing loan. 

 
Loans are only advanced to WAT-SACCOS 
members who have complied with all WAT-
SACCOS by-laws. This includes having saved for 
two months at least 15% of the loan amount in 
addition to the SACCOS shares. 
 
All loans are granted to individuals with a reliable 
income stream from small or micro-enterprises, 
employment or another demonstrable source. 
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WAT-HST provided advice to clients on house construction and facilitated the formation of 

small groups so that clients could assist each other during planning and construction. WAT-

HST assisted groups to identify and select builders or artisans based on their quotations. The 

builders were contracted by the client with a member of the Construction committee 

witnessing the contract. WAT-HST advised clients on the fees to be paid to artisans and along 

with the Construction committee certified payments to the contractors. The clients either 

provided unskilled labour and assisted each other voluntarily or paid local labourers who 

they selected independently.  

 

Materials suppliers were identified by WAT-HST staff working closely with the Construction 

committee. WAT-HST advised the committee on material procurement (quantities and quality 

of materials needed, cost estimates etc.). Groups then elected the suppliers based on quality 

and price. They also took delivery of materials with WAT-HST providing assistance to ensure 

that the appropriate material quality standards were met. 

 

Groups determined whether any particular provision was made for people with special needs 

but it was common that group members assist each other if needed. 

 

Groups were assisted at various stages with training or support provided by WAT-HST. New 

groups were assisted with orientation and formation to establish good practice in running the 

group. Initially when a group formed WAT-HST staff members conducted regular meetings 

during which skills were imparted through advice and training.  This was quite an extensive 

capacity building intervention focused on disseminating information about WAT-HST and its 

products, mobilising savings and clarifying loan terms, building leadership capacity, assigning 

roles and responsibilities, encouraging group discipline and good management of the group 

(including record keeping), and registration and recognition of the group. 

 

Groups established a loan committee and a construction committee which worked closely 

together. Committee members were chosen on skill, availability and commitment. The 

construction committee members were trained by WAT-HST over one or two days at the site. 

They were trained in construction basics (for example, mixing cement, what is plumb, square 

etc.) and played the following role: 

 advising group members on house design, costs and affordability; 

 following up approval of building permits with the local authority; 

 arranging interviews with artisans and advising members on selection; 

 screening, advising and selecting material suppliers based on price and quality; 

 supervising artisans based on advice from WAT-HST; 

 convening monthly meetings with WAT-HST to discuss construction progress. 

 

WAT-HST also actively works with other organisations to lobby on various policy issues to 

create a more enabling environment for housing and housing microfinance in Tanzania. 

 

Location of support and personnel 
 

WAT–HST has eight staff members; one staff member works full-time on the provision of 

housing support products and services and at the interface with clients; several other staff 

also assist in the training. The remaining staff members provide management and 

administrative support to this and other programmes including marketing, fund mobilisation 

and financial management. WAT-HST is recruiting more to provide housing support services.  
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WAT-HST has one office in Kinondoni, Dar es Salaam and does not operate any field or 

satellite offices. They are considering whether to deploy staff to satellite offices depending on 

how geographically dispersed clients are but are aware that this will impact overhead costs.  

 

WAT-SACCOS has fifteen employees and two branches in Dar es Salaam. To support the new 

housing microfinance portfolio they have recruited an additional credit officer and plan to 

recruit a second dedicated credit officer in the second year of the pilot. The WAT-SACCOS 

General Manager and other staff are also involved in activities to support the pilot. 

 

A WAT-HST staff member spends 80% of his time in the field providing the housing support 

services described above. He also advises clients as they plan their improvements, gives 

advice on the value of the loan needed and certifies completion. He is a technical 

professional and WAT-HST intends recruiting more such employees as the portfolio grows.  

 

WAT-HST recruited a civil engineer as Housing Microfinance Programme Coordinator to liaise 

with WAT-SACCOS. The incumbent has experience in construction and is responsible for 

ensuring that housing support products and services are standardised, and that the defined 

quality standards are met. 

 

Ongoing technical support for the pilot is also provided by a long term technical advisor from 

Rooftops Canada.  

 

WAT-HST and WAT-SACCOS staff members jointly train the clients, appraise loan applications, 

and assess the request thus drawing on their respective credit and technical expertise.  

 

Support to individuals or groups 
 

The cooperative model builds on the existing African traditions of group savings and use of 

informal financial services. WAT-SACCOS utilises both group and individual lending 

approaches; the larger housing loans are given on an individual basis.  

 

Similarly, the housing support products and services are provided to both groups and 

individuals depending on the nature of the support. For example, training is given in groups 

and most advice as well but the quality of workmanship is supervised on an individual basis. 

 

The groups are small groups established as a result of training. Cooperative members 

determine who they would like to join in a group. Members save regularly together and 

guarantee loans for each other. 

 

Accessibility of skills  
 

Builders and artisans are readily available in urban areas but are hard to find in rural towns 

where self-help approaches are more common. The artisans, however only tend to achieve 

consistent quality standards when working under supervision.  

 

People with the requisite professional technical qualifications and skills are not readily 

available in Tanzania. Few appropriately skilled university graduates are produced and are 

quickly employed in the lucrative and growing property development sector. Finding 

appropriately skilled technical personnel that are able to work in empowering ways with WAT-

HST’s target group is also difficult. This may be overcome through partnerships with 

institutions such as the NHBRA which has expressed keen interest in supporting community-
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based low-income housing development. It could also be addressed by developing a 

relationship with Building Inspectors employed with the local authorities; many of these 

people have depth of skill and experience and tend to moonlight at reasonable rates. 

 

WAT-SACCOS can more easily access the requisite microfinance skills needed to support the 

expansion of the housing microfinance portfolio. While these staff may not have prior 

experience of housing microfinance, they will be able to apply general microfinance 

experience and lending principles and contribute significantly to the growth of the loan book. 

 

 

Partnerships 

 
WAT-HST provides housing support products and services to the clients of WAT-SACCOS, an 

institution it founded. The partnership is governed by an agreement and institutional linkages 

also exist as WAT-HST’s Executive Director is the Chairperson of the Board of WAT-SACCOS. 

 

 

WAT-HST’s choice to establish the partnership rather than to provide both the finance and 

support service in-house was motivated by their previously unsuccessful attempt at running a 

loan fund, the SLRF. They forged the partnership, in recognition of their clients’ need for 

housing microfinance and WAT-SACCOS’ years of successful lending to the same target 

audience. The partnership allows WAT-SACCOS and WAT-HST to focus on their respective 

areas of expertise.  

 

Implications for operations 
 

WAT-SACCOS adapted its operational and monitoring systems to provide information needed 

to fulfil their obligations in the partnership and manage the increased risks associated with 

housing microfinance. For example, the loan approval process has been adapted and WAT-

HST, as provider of housing support products and services will be involved in the loan 

appraisal process. WAT-HST will assist in determining whether the value of the loan 

requested is adequate for the planned home improvement or purchase. They will also be 

involved in the initial training of groups.  WAT-SACCOS also adapted its client training 

programme as the client is educated about the new loans, the support services available and 

the rationale for providing the services.  

 

The amount of contact with the client after loan approval will also differ. Credit Officers will 

service the loan and maintain contact with the client. WAT-HST staff will also maintain 

contact and provide support services such as advising on builders and materials 

procurement and assessing the quality of the works. 

 

The two organisations have established a work flow to manage these processes and a draft 

operating manual was developed to clarify roles and reduce confusion, miscommunication or 

duplication in the dealings with clients. 

 

As WAT-SACCOS will work closely with WAT-HST appropriate reporting, communication and 

decision-making structures and systems, and effective dispute resolution mechanisms will 

also need to be developed.  
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Pricing of housing support products and services  

 

Costs 
 

WAT-HST was unable to provide historical costs 

or to estimate the likely possible cost of the 

housing support services and products at the 

time of launching the new housing 

microfinance scheme. The cost has been fixed 

arbitrarily for the first year of the pilot and will 

thereafter be reviewed against actual 

expenditure. 

 

The real cost of the housing support products 

and services will be the sum of WAT-HST’s 

labour costs plus the costs of any contracted 

external service providers plus the costs of any 

direct expenses (such as petrol, printing costs, 

registration fees, materials for training or 

supervision, office overheads, etc.).  

 

As no historical or estimated costs were available the overall cost of housing support 

services and products and the costs per client could not be gauged. 

 

Pricing and cost recovery 
 

Under the new housing microfinance programme, the housing support services and products 

will be paid for by the clients. Initially, the fee has been set as a once-off fee structured into 

the loan at 5%, on the principle loan value for new construction, and 4% for upgrading.  

 

In the past WAT-HST did not recover its costs and was reliant on donor funding. It is intended 

that the fee set for housing support products and services enable WAT-HST to recover its 

costs and provide its services on an increasingly sustainable basis as the scale of the 

programme increases.  

 

Client willingness to pay and affordability 
 

The cost of the housing support services and products will be structured into the loan. Since 

interest rates had not yet been determined it was hard to gauge what the actual cost would 

be and client willingness to pay for the products and services at the time of documenting the 

case study. In the focus groups, clients who previously benefited from the SLRF reported that 

they cannot access such services elsewhere as the costs are prohibitive. They expressed 

willingness to pay for the services provided the price would be affordable to them. 

 

WAT-HST and WAT-SACCOS will have to balance the need to offer an affordable product to 

the clients with the organisations’ need to recover costs to sustain its activities and continue 

providing the services. Clients who wish to access the WAT-SACCOS housing micro-loans will 

have no alternative but to pay for and utilise the support services and products available 

from WAT-HST; they will not have the option to forgo the services.  

 

Projections for growth 
 

The partners anticipate high demand for the loans 
and see tremendous growth potential. WAT-
SACCOS plans to issue 753 housing micro-loans 
for approximately TZS 494m (USD 374,810) during 
the three year pilot period. They estimate that 
housing microfinance will represent 10% of their 
overall loan book (TZS 322m / USD 244,310) by 
the end of year three (December 2012). 
 
To achieve this they require more capital and are 
in discussion with several institutions to provide 
the wholesale finance they need. 
 
Their projections relate to increasing volumes of 
loans and clients but the demands this will place 
on the WAT-HST’s human resources still need to 
be estimated. Matching volumes, capacity and 
capital is central to achieving sustainability and 
realising the growth potential.  
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Overall assessment 
 

Successful aspects of the approach 
 

The approach is primarily the institutional separation of the provision of housing support 

services and products from the provision of the housing microfinance. This is made possible 

by the partnership between two institutions. Since the partnership was only recently 

implemented, it is premature to discuss its success or failure. It is clear however, that the 

approach enables both institution to specialise creating strong possibilities for achieving high 

standards of work, expertise and efficiency. This will also enable WAT-HST to provide a level 

of subsidisation (from donor funding) during the product development phase while it explores 

the packaging of the housing support products and services without negatively impacting the 

sustainability of the housing microfinance portfolio.  

 

WAT-HST’s advocacy and lobbying activities have been successful in influencing policy 

affecting the availability of housing and housing microfinance in Tanzania and this is 

expected to continue. 

 

Main benefits of the approach mentioned by WAT-HST, WAT-SACCOS and WAT-

HST clients11 
 

Clients report increased financial security.  Some are realising their financial asset by 

utilising their newly acquired titled properties as security to access other finance such as 

business loans. Others report increased household incomes arising from new or increased 

rentals paid by tenants due to the addition, or improved quality, of rooms.  

 

Some clients have tenure security as WAT-HST provided (and will provide) loans for land 

acquisition, surveying and titling to people who did not own land (who rented or stayed in 

informal settlements). 

 

Clients report that understanding that it is possible to build incrementally and gaining 

knowledge on how to do so has empowered them as they are able to improve their housing 

conditions according to their affordability levels.  

 

WAT-SACCOS is confident that this model will ensure that incremental home building and 

improvements will be undertaken to satisfactory standards. Since clients will pay for the 

service, they believe that WAT-HST will have to set and maintain an appropriate quality 

standard. 

 

WAT-SACCOS also expect that this will help managing the risk of loan diversion and default. 

 

WAT-HST clients report that they are empowered to confidently negotiate with and supervise 

the work of building contractors and artisans which has made the construction process 

easier and improved the quality of the end-product. 

 

Clients also report that the provision of housing support services and products has helped 

them, as women, to forge relationships and to work together on their common problems. 

 

WAT-SACCOS anticipates that the approach will have a positive effect on the overall 

sustainability of the housing microfinance loan portfolio. The provision of education to clients 
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accessing housing micro-loans will ensure that they fully understand the loan product and 

the obligations that arise from accessing the loan. This should impact repayments and 

improve the overall performance of the portfolio. WAT-HST concurs and anticipates that they 

could sustain the service if the fee is determined on the basis of recovering its cost.12 

 

WAT-HST expects that pressure from the clients who will be paying for the housing support 

services and products will ensure that the organisation renders high quality of service. 

 

WAT-HST considers that their development objective: to improve the housing conditions of 

poor and low-income households, especially women, could be achieved using this approach. 

 

WAT-HST is principled in its belief that the poor need assistance to navigate the state 

bureaucracy and to negotiate successfully with builders and suppliers. The approach enables 

them to focus on the provision of such assistance to poor households who, through the 

partnership with WAT-SACCOS, will have access to housing microfinance. 

 

As the loan portfolio scales up, WAT-HST would be able to negotiate for better prices for 

materials for clients taking housing micro-loans. The economies of scale may encourage 

material suppliers to be amenable to offering discounts to clients referred by the partners or 

to making just-in-time deliveries for bulk material purchases. 

 

Challenges and barriers to expanding operations 
 

Resources 

A key barrier to expansion is access to affordable wholesale finance to facilitate loan book 

growth. WAT-SACCOS’ is using its savings deposits to commence borrowing but more capital 

is required to increase the number of clients. Overcoming this barrier requires that cost 

recovery and achieving sustainability be prioritised to improve attractiveness to financiers. 

The pilot program includes, as an incentive, a partial guarantee mechanism to encourage 

capital investments. 

 

For a couple of decades Tanzania has produced low numbers of university graduates posing 

various barriers to the development of the country. Given this and the growing financial and 

property development sectors, finding suitably qualified and experienced human resources 

willing to work in the relatively new housing microfinance sector in service of people with low 

incomes, represents a significant barrier. Both WAT-HST and WAT-SACCOS will require more 

human resources to cope with increased volumes of loans. WAT-HST has a constant turnover 

of staff which already causes organisational setbacks because the skills needed are 

generally acquired on the job and are hard to replace. WAT-HST will have to consider 

implementing a talent management and retention strategy.  

 

Internal systems 

A carefully researched strategy to expand the loan portfolio and housing support services is 

being piloted. The partners need to be rigorous about learning as the pilot is implemented 

and must be flexible enough to make well-timed incremental changes based on ongoing 

performance and results. Organisational learning is central to building and maintaining 

competency in all operational areas. 

 

Both WAT-HST and WAT-SACCOS will have to develop and test new operational and 

monitoring and evaluation systems to manage the partnership effectively and to ensure their 
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success. This should include the application, after the necessary adaptation, of microfinance 

and housing microfinance best practice standards. 

 WAT-SACCOS, the lender, will have to undertake aspects of its operations differently 

to manage the increased risks that come with housing microfinance; this will affect 

for example, the credit granting process, the way clients are educated about the loan 

product and the amount of contact with the client after loan approval. 

 WAT-HST will need to develop and implement systems to extend housing support 

products and services to larger volumes of clients (for example, standardising 

designs for incremental building) and will have to respond to trends as they emerge 

while also monitoring the efficacy of the partnership itself. Both WAT-HST and WAT-

SACCOS will have to carefully monitor the overall performance of the housing loan 

portfolio using various indicators (for example, tracking PAR and other ratios). 

 Where necessary both organisations may need to establish new national and 

international partnerships which enable them to benchmark their performance 

against that of other institutions providing housing microfinance and housing support 

products and services. 

 In the past WAT-HST’s main challenge was its repayment rate. Their clients will have 

to adjust and familiarise themselves with the new loan product which has been 

structured and packaged differently, including the compulsory provision of housing 

support products and services. WAT-HST sees this as an important challenge and 

recognises the need to have good client education from the outset so that the terms 

and conditions of lending are clear and understood by clients.  

 

Strategic positioning 

WAT-HST anticipates that take-up of the new loans will initially be slow as clients will want to 

see how the loans work and what it can finance so as to gauge whether it is worthwhile. To 

overcome this challenge they intend highlighting how home improvements can contribute to 

improved health and create opportunities to generate income through rentals. 

 

The overall growth of the housing microfinance loan book will influence the demand for WAT-

HST’s services. Growth of the loan book will also be influenced by the extent to which the 

target group considers the housing microfinance loan product competitive in relation to what 

is offered by others in the market. Competitiveness will, in turn, be tempered by the push for 

sustainability which is necessary to improve attractiveness to financiers as no growth can be 

achieved without sufficient capital. 

 

External context  

Outdated building regulations may cause delays in obtaining approvals for contemporary and 

innovative construction methods.  Accessing both serviced and unserviced plots are also 

likely to be delayed and complicated by the state bureaucracy which will negatively impact on 

forward planning. Despite new land laws, women are still struggling to ensure their land 

tenure rights and some may therefore struggle to benefit under the new programme.  
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Key lessons arising and potential for replication 
 

As the approach has not yet been tested extracting lessons and replicable elements would 

be premature. This is, however, an important case for Tanzania as it enjoys the support of 

the Financial Sector Deepening Trust and several other international partners (Rooftops 

Canada, NBBL and Développement International Desjardins). If successful, it could be easily 

replicated and implemented through the Dunduliza SACCOS network and elsewhere.   

 

If the housing support services are packaged and priced appropriately, WAT-HST may be able 

to take the product to a broader market. Clients accessing housing finance elsewhere (for 

example, Tanzania Gatsby Trust, Habitat for Humanity Tanzania, Presidential Trust Fund for 

Self Reliance, etc.) may benefit from WAT-HST’s housing support products and services and 

partnerships with these institutions could also be negotiated. 

 

 

Contact details 
 

Address 

WAT – Human Settlements Trust 

Plot 5, Block 37, Kawawa Road  

Kinondoni B 

Dar es Salaam 

Tanzania 

Telephone 

+255 22 2760258 

Email 

wat@raha.com   

swanjalak@yahoo.co.uk  

tsiwale@gmail.com 

 

 

List of acronyms and abbreviations 
 
etc.  Etcetera 

FSDT  Financial Sector Deepening Trust 

GDP   Gross domestic product  

HDI  Human Development Index  

m  Million 

NHBRA   National Housing and Building Research Agency  

PAR   Portfolio at risk  

PPP  purchasing power parity 

SLRF   Shelter Loan Revolving Fund  

TZS  Tanzanian Shilling  

USD   United States Dollar 

WAT-HST   WAT Human Settlements Trust  

WAT-SACCOS  WAT Savings and Credit Cooperative Society  

mailto:wat@raha.com
mailto:swanjalak@yahoo.co.uk
mailto:tsiwale@gmail.com
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Endnotes  
                                                 
1An exchange rate of 1318 has been used throughout the report based on the average United States Dollar / Tanzanian Shilling 

exchange rate between June and December 2009.  
2 Nnkya, Tumsifu Jonas, Why Planning Does not Work?Land-Use Planning and residents’ Rights in Tanzania, 2008 
3 The Human Development Index (HDI) is a composite index measuring average achievement in three basic dimensions of human 

development—a long and healthy life, access to knowledge and a decent standard of living. Countries are classified into four 

categories of achievement in human development: Very high human development (countries with a HDI of 0.900 or more), High 
human development (countries with a HDI of 0.800–0.899), Medium human development (countries with a HDI of 0.500–0.799) and 

Low human development (countries with a HDI of less than 0.500). 
4 Gross domestic product (GDP) is a measure of the economic activity in a country and is calculated, using one of three formulas, to 
find the total value of a country's annual output of goods and services.  
5 GDP has been converted into purchasing power parity (PPP) terms thus enabling comparisons of living standards across countries. 
6 The Gini index measures the extent to which the distribution of income (or consumption) among individuals or households within a 
country deviates from a perfectly equal distribution. The index lies between 0 and 100: a value of 0 represents absolute equality and 

100 absolute inequality. 
7 Interview with Ian Robinson, Technical Director of FSDT, 22 October 2009 
8 In the past WAT–HST piloted a Shelter Loan Revolving Fund (SLRF) which had an outstanding loan balance of TZS 41,676,000 

(USD 31,621) at the 2008 financial year end. They were very unsuccessful in collecting repayments in this fund, but recognising the 
need for housing micro-finance amongst their clients they have used the lessons arising from the pilot to conceptualise a new housing 

microfinance programme which has replaced the SLRF. The new housing microfinance programme approved its first loans in October 

2009 and is being implemented in partnership with WAT-SACCOS. Results and lessons from the new housing microfinance 
programme were not yet evident at the time of writing up the case study. Where appropriate, experience from the SLRF has been 

referenced in the case study. 
9 Portfolio at risk (PAR) is a measure of loan portfolio quality. PAR is the outstanding principle amount of all loans that have one or 
more instalments past due by a specified number of days. Microfinance organisations normally use 30 days, PAR 30. 
10 National Housing and Building Research Agency (NHBRA), formerly Building Research unit (BRU) is a state funded agency with 

a significant assembly of built environment professionals (including two architects, eight engineers and four quantity surveyors). The 
Agency carries out and publishes research, trains Built Environment professionals and lay people in aspects of construction, 

construction technology and building materials production. They also provide professional services to the private and public sectors.  

11 These benefits have been cited in a focus group conducted to inform the study with clients who benefited under WAT-HST’s former 
SLRF which informed the modelling of new housing microfinance programme. 
12 WAT-HS was unable to cost the housing support services and products at the time of launching the new housing microfinance 

scheme. The cost has therefore been arbitrarily fixed for the first year of the pilot and will be reviewed against actual expenditure 
thereafter and adjusted if deemed necessary. 


