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1. Introduction

Reported that young people constitute the fastest-growing population globally; by 2030, approximately 2
billion young people are estimated to seek employment (UNICEF, 2025). Asserted that globally, youth aged
15-35 years constitute 34% of the total population (Kimaro, 2017). Tanzania population of approximately 60
million, more than 50% are under 18 years, and over 70% are under 30 years. In Tanzania, youth constitute
1/3th of the Tanzanian population (UNICEF, 2025). Reported that the youth unemployment rate in Tanzania
was 6.5% for ages 14-25 and 9.9% for ages 15-35 (Haji, 2015). The data indicated the critical problem of youth
underemployment. Reported that youth unemployment in Tanzania is approximately 13.7%, with urban areas
most affected (Balvanz et al., 2019).

Asserted that youth in middle- and low-income countries face formal unemployment and therefore opt for self-
employment (Iseselo et al., 2019). That many youth in Tanzania lacked formal employment and therefore
worked in the informal sector (Mkama.S, 2015). Despite youth constituting the largest share of Tanzania's
labour force, they experience unemployment due to limited access to entrepreneurship education and limited
participation in decision-making processes (Kimaro, 2017). Poverty and lack of employment tempted youths
in various areas in Tanzania, such as Arusha city, Tanzania, to fall into sexually risky behaviours by practicing
unsafe sex to meet their mandatory household needs (Banks, 2016).

Tanzania National Youth Policy (2007) recognizes youth as the primary drivers of economic growth. Despite
Tanzania’s development Vision 2025 recognizing youth as a major component of Tanzania’s workforce, it
acknowledges that youth are unable to participate actively in the formal sector economy because they are
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denied access to resources and opportunities (FSDT, 2021). The vision recognizes the financial sector's role in
providing investment, credit access, savings, banking, and insurance services to promote the livelihoods of
youth and other disadvantaged groups, such as women and people with disabilities . The government’s fiscal
policies in Eastern African countries are not effective enough to reduce unemployment for youths and people
with disabilities (Hatibu and Hafidh, 2021). Stated that microfinance globally increases clients’ incomes,
expands asset ownership, and improves the standard of living for disadvantaged groups, including youth,
women, and people with disabilities (Madonda, 2018). Therefore, this article reviewed the causes of youth
unemployment in Tanzania and strategies to overcome it, with particular emphasis on the role of microfinance.

2. Literature Review

2.1 Youth

NBS (2022) defined Tanzanian youth as those aged 15-35 years. This definition also applies to all member
states of the East African Community. However, the United Nations defines youth as persons aged 15-24.
Table 1 presents statistics on youth in Tanzania, indicating that youth constitute the majority of the population.

Table 1: Youth Information as per 2022 census

Youth Population (15-35 years) 21,312,411 34.5 20,612,566 34.4 699,845 37.0
Male 10,159,205 |16.5 9,827,426 164 331,779 17.6
Female 11,153,206 |18.1 10,785,140 |18.0 368,066 |19.5

Source: NBS (2022)

2.2 Youth empowerment

Youth empowerment can be assessed through well-being growth, relational, educational, political,
transformative and emancipation of youth (Ucar Martinez, 2017). That youth empowerment can be examined
by considering access to resources and opportunities to attain self-esteem, build self-confidence, raise
consciousness, and enhance participatory competence (Jennings et al., 2006). The Government of Nigeria
conceptualized youth empowerment as the provision of jobs for youth following training in various skills
across different education levels (Ibrahim et al., 2023).

2.3 Microfinance

According to the Tanzania Microfinance Act 10 of 2018, microfinance institutions provide financial services
to disadvantaged and poor groups in the population. Microfinance activities include deposit and lending
services and provide services such as microcredit, microsavings, microinsurance, microleasing, micropension,
and microhousing finance, as well as transfer and payment services. The microfinance institution may,
moreover, undertake commodity services and provide financial education, as well as any other services
specified in its regulations. Microfinance service providers are classified under the law into four Tiers. Deposit-
taking microfinance institutions form Tier 1. Tier 2 is a non-deposit-taking microfinance service provider in
which individual moneylenders are categorized. Tier 3 comprises savings and cooperative societies
(SACCOS), while Tier 4 comprises community microfinance groups.

2.4 Poverty alleviation

Poverty alleviation is associated with reducing income disparities between the poor and the well-off. Hence,
poverty alleviation stabilizes incomes among citizens and mitigates the effects of economic shocks (Liu et al.
2023). That poverty alleviation is concerned with ensuring that the citizens meet the essential needs, such as
shelter, healthcare, education, food, and social inclusion (Amofah and Agyare, 2022). That poverty reduction
involves not only improving income but also education, healthcare, security, land tenure, and freedom from
vulnerabilities (Bununu, 2021).

2.5 Livelihood improvement

Livelihood improvement is contingent on economic prerequisites, including the creation of microbusinesses,
higher income levels, savings, productive investments, consumption, and capital expenditures. Moreover,
livelihood improvement is viewed as a social indicator, including educational attainment, health status,
women's empowerment, and clients’ social networks following participation in microfinance (Dhungana,
2023).
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2.6 Empirical literature review

Causes of youth unemployment in Tanzania asserted that youth in Dar es Salaam, Tanzania, lived in poverty
due to a lack of adequate entrepreneurial skills and other hindrances, including insufficient capital, limited
business knowledge, and weak youth-enabling policies (Mgumia, 2017). The findings further revealed that
youths’ engagement with entrepreneurial ventures was influenced by youth aspirations, family dynamics,
belief systems, and the nature of entrepreneurship programs. Contended that the lack of formal employment
and informal employment, such as agriculture, petty business, and day labour, has prompted some youth in
Dar es Salaam to engage in begging and theft (Outwater et al., 2015).

Found that youth employment, proxied by youth business formalization, in Gongo la Mboto and Mchikichini
in Dar es Salaam was constrained by the requirement of a business premises. Access to business premises was
further constrained by limited access to financial services, including microfinance, uncertainty about premises
tenure, and failure to secure a business license. These challenges catalyzed youth unemployment and
threatened the sustainability of youth businesses in Dar es Salaam (Awinia, 2014).

Socioeconomic factors, including education, experience, and marital status, influenced youth welfare in
Tanzania. Moreover, the institutional factors, including business ownership category, risk management
framework, and business running costs, influenced youth participation in mobile financial services and hence
decreased their welfare (Sesabo and Mkuna, 2025). Lack of entrepreneurial and innovation skills led youth
street food and handicraft vendors to compete with one another due to oversupply. This scenario reduced the
profitability of youth vendors by diminishing the sustainability of youth businesses (Seetanah et al., 2019).
Gender (male), geographical location (urban residence), education, possession of skills, and marital status
(single) were determinants of urban youth formal employment in Tanzania (Msigwa and Kipesha, 2013).

Poor financial inclusion leads to poverty (Koomson et al., 2020). Financial inclusion enables youth to use
financial products to generate income and create jobs, reported that 33 percent of youth aged 16-24 are
excluded from the financial system (FSDT, 2021). Youth entrepreneurs’ financial inclusion in Dar es Salaam,
Mwanza, Arusha, Mbeya, and Morogoro was influenced by age, gender, education level, financial knowledge,
awareness of financial institutions, and intention to borrow an entrepreneurial loan. The study demonstrated
that low business revenue, lack of awareness of business-facilitating services, and fear of bank charges
discouraged youth from opening bank accounts (Isaga, 2025).

2.7 Livelihood curbing strategies for youths

Small and medium-sized enterprises provide employment for youth and contribute to Tanzania's Gross
Domestic Product (Nade, 2021). Out-of-school youth in Kagera, Tanzania, were taught livelihood strategies,
including agricultural activities, groundnut sales, secondhand clothing sales, and tailoring(Morris and Krause,
2024). Youth entrepreneurship programme in Tanzania promoted livelihood-related variables, including
savings capacity, employment opportunities, and personal finance management(Krause et al., 2016).
Entrepreneurial skills training for youth in Nangowe ward in the Lindi region improved their income levels
for a short period. Youth groups were involved in cashew nut processing, tailoring, and quarrying(Ngowi,
2020). However, meaningful livelihood improvements were not achieved due to the project's short duration
and insufficient funding .

Motorcycle-riding business played an essential role in promoting youth employment in Morogoro
Municipality. However, this business was associated with challenges such as community unrest, crime, road
accidents, schoolgirls' pregnancies, and informal riots (Msangi and Pesha, 2023). Business management skills
and entrepreneurship training were recommended to foster professional conduct in the motorcycle-riding
industry. that an income-generating group focused on beekeeping, entrepreneurship training, and improving
recognition of youth health. The findings indicated that group activities improved customer care and social
and financial capital, thereby increasing youth self-employment (Iseselo et al., 2019).

2.8 Microfinance and youth livelihood and Tanzania

Contended that mobile financial services enhance not only users' economic well-being but also their
empowerment in African countries, including Tanzania (Sesabo and Mkuna, 2025). Compared the role of
BRAC microfinance in Uganda and Tanzania and revealed that BRAC youth women clients in Uganda realized
the impacts in economic, social and health outcomes (Buehren et al., 2015). However, the findings did not
reveal the impacts of youth in Tanzania’s settings. Microfinance in the Masasi district council improved
youths’ income, ownership of assets and generally improved the standard of living of the beneficiaries. The
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finding indicated that microfinance, particularly microcredit, promoted agricultural and small-business
activities (Madonda et al., 2020).

Population growth in Tanzania is associated with poverty and unemployment among youth and women. To
address these challenges, the Tanzanian government, particularly local government Authorities, has expanded
access to loans for youth and women (Mambosho and Chole, 2024). Further established that the local
government's provision of start-up capital and training in financial literacy and business management largely
contributed to poverty reduction among youth and women’s groups (Mambosho and Chole, 2024).
Entrepreneurship training for youth microfinance facilitated the proper use of microcredit in the Masasi district
and thereby enabled youth to recognize its impacts (Madonda et al., 2020). The findings indicate that few
studies have assessed the role of microfinance in improving youth livelihoods in Tanzania.

2.9 Microfinance and Youth Empowerment in Tanzania

Microloans were a tool for preventing STI infection in Dar es Salaam, Tanzania. Microloan repayment and
entrepreneurial success among youth in Dar es Salaam, Tanzania, were influenced by education level, business
experience, the number of children residing with the youth, peer members’ business training, and peer leaders'
repayment habits (Balvanz et al., 2019). Conducted a comparative assessment of the enabling environment for
youth SMEs and found that, in India, youth receive better financial, training, and material support than in
Tanzania. In India, financial support includes grants, low-interest and free credit schemes, whereas in Tanzania
it does not. Moreover, in India, SMEs are provided with startup facilitation, including reimbursement of
training costs and the provision of startup equipment (Nade, 2021).

Demonstrated that financial inclusion through microfinance services for rural youth in the Iramba district in
Tanzania has improved their overall living standards, particularly in social capital, economic empowerment,
networking, and access to social and healthcare services (Israel, 2024). That entrepreneurship and business
management training, savings and credit services, and business venture start-up tools promoted youth
employability in [lala Municipality, Dar es Salaam, Tanzania (Magali and Mbagwa, 2021).

Microfinance promoted the youths’ economic empowerment. The finding revealed that microfinance increased
youth income, enabling the acquisition of assets such as carpentry equipment, houses, land, sewing machines,
power tillers, milking cows, goats, poultry, beds, motorcycles, and water wells. The findings indicated that
business and entrepreneurship training promoted effective use of loans among youth, thereby enhancing youth
business performance and employment (Madonda, 2018). The Youth Employment Development Fund in
Kilosa District, Morogoro Region, provided capital for business investment. The findings indicated that
income generated, youth experience in business, marital status (being married), and age positively influenced
the youth employment creation (Sehaba and Nyanda, 2023).

The most microcredit institutions in the rural areas of the Arumeru District in the Arusha Region were hesitant
to provide microcredit services due to higher loan default risk and higher transport costs resulting from poor
infrastructure. The poor operating environment in rural areas forced the government to charge an annual
interest rate of 10% (Kihulya, 2007). The remoteness and high operational costs of MFIs forced them to charge
interest rates of 20%-40%. Weak loan repayment conditions threatened the sustainability of the revolving
microfinance group by reducing youth repayment rates (Issa, 2021). However, the youths and women realized
the increase in income and the establishment of self-employment generating activities and the enhancement of
children's education.

Loan repayment among youth in Bukombe district was influenced by youth income, family size, marital status
(being married), lending location and years of schooling. The findings indicated that group conflict, loan
disbursement delays, and improper loan use hindered the youth's ability to repay their loans (Nestory et al.,
2022). Despite the Tanzanian government disbursing loans to youth in the Tanga region to alleviate poverty
and promote livelihoods, most youth failed to repay on time, resulting in widespread loan defaults. This
situation made the sustainability of funds low and the loans serve only a few youths. The findings from the
studies do not provide a comprehensive assessment of the impact of microfinance services on addressing youth
unemployment in Tanzania. The studies that also consider the influence of control, moderating and control
variables are missing (Komba, 2002).
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2.10 Microfinance and youth poverty alleviation and Tanzania

Microfinance, including microloans, is widely used globally to alleviate poverty (Balvanz et al., 2019).
Financial inclusion through bank account opening, deposits, and microcredit promoted financial inclusion and
poverty alleviation among youth in the Misenyi district of the Kagera region(Stanslaus and Mmari, 2021).
Bank accounts and access to credit catalysed youth involvement in entrepreneurial activities. Studies assessing
the role of microfinance services in reducing youth poverty are scarce(Kazungu and Njau, 2023). The studies
also need to consider a broader conceptualization of youth poverty by assessing deeply how the microfinance
services, such as microcredit, savings and deposits, microinsurance, funds transfer, and non-financial services,
such as training and social services, contribute to youth unemployment. The use of moderating, controlling,
and mediating variables could broaden the conceptualization of how microfinance contributes to the alleviation
of youth poverty.

2.11 Youth and Agriculture activities

Agriculture is the primary economic activity and a major source of employment for people living in Sub-
Saharan Africa (Dimnwobi et al., 2023). National Youth Agriculture Policy of 2016-2021 reflects low youth
participation in agricultural activities (FSDT, 2021). Farm size, education level, and land dispute practices
influenced youth involvement in agricultural activities (Msangi et al., 2024). Y outh participation in agricultural
production can be a strategy to address high youth unemployment in Sub-Saharan Africa, which reached
13.1%. The findings indicated that youth participation in agriculture in Morogoro Municipality was influenced
by prior engagement in agriculture, access to credit and extension services, farm size, participation in youth
agricultural workshops, education levels, and farming experience (Kamuzora, 2025).

Youth participation in agriculture in the Njombe region was influenced by land ownership, age, and extension
services (Ng’atigwa et al., 2022). Similarly, reported that in Makambako, Njombe Region, Tanzania, youth
identified agriculture as their primary occupation (Nyamba and Sanga, 2022). Agriculture is considered a
major industry that promotes employment in Sub-Saharan African countries, including Tanzania, the number
of youth participating in the agricultural sector is not convincing (Lindsj0 et al., 2020). The findings indicate
that the studies did not link youth unemployment to microfinance or other youth employment-enabling
resources.

2.12 Youth Policy and Unemployment in Tanzania

Policies are an important engine to overcome the challenge of youth unemployment in Tanzania (Khalfani &
Ndumbaro, 2024). Tanzania have not adequately addressed youth unemployment. The study further found
that the policies have not allocated sufficient funding to create youth employment opportunities (Babeiya,
2024). Youth engagement in policies process is low. Hence, the author recommended the employment of youth
community advisory boards to promote effective youth participation in policy matters in Tanzania (Chow et
al. , 2024). Youth in Tanzania have limited awareness of policy matters. This hinders youth from acting on
opportunities stipulated in the policy (Khalfani and Ndumbaro, 2024). Youth initiative for the Agribusiness
programme failed to create more than 1.5 million jobs for youth and women due to an unsupportive legal
framework in Tanzania. The study found that the legal framework inadequately supports land and financial
distribution, youth economic growth, and the sustainable implementation of structured plans and broader
agricultural impacts (Bullu and Omar, 2025).

Despite Tanzanian agricultural policy promising to boost youth economic empowerment and poverty
alleviation, the policy does not guarantee youth access to subsidized inputs, production capital, reliable
agricultural marketing, extension services, and market information (Mdemu and Tatu, 2024). Despite the
establishment of employment-enhancing policies in Tanzania. The study asserted that policies related to the
labour market, financial services, and entrepreneurship support have not effectively reached many women and
youth (Lambin and Nyyssold, 2022). Therefore, much needs to be done to promote women's and youth's access
to assets, skills training, and better-quality employment.

The national financial Inclusion Framework encourages capacity-building for youth to improve their financial
literacy in Tanzania. The National Employment Policy prioritizes youth employment, emphasizing the role of
financial access in overcoming youth unemployment. The National Microfinance Policy (2017) recognizes
microfinance as a powerful tool to promote livelihood improvement and empowerment among marginalized
and disadvantaged groups, particularly youth, women, and people with disabilities. However, access to
financial services among these marginalized groups remains low in Tanzania.
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3. Methods

This critical review study applied the Google Scholar and Scopus databases which are recognized for their
variety of quality articles (Arshad & Ameen, 2017). The study employed four steps to identify the articles. An
initial search was conducted by entering the keywords into Google Scholar and the database, yielding 620
articles and Scopus yielded 58 articles. The second step involved filtering the articles to include only those
published in English, from the 2000s, and from Tanzania. In this step, 246 articles were retained. In the third
step, the researcher removed duplicate and redundant articles. These are the articles with similar results and
those appearing more frequently than on the database’s pages; this step yielded 190 articles.

Then, the final step considered articles with at least two keywords in the title, i.e., “youth unemployment” or
“employment” and “livelihood improvement* or “poverty alleviation” or “youth empowerment” or “youth
policies”. Moreover, to reveal the impacts of microfinance on youth, the researcher searched for
“microfinance” or “microcredit” combined with “youth unemployment,” “livelihood improvement, “or
“poverty alleviation,” or “youth empowerment,” or “youth policies.” This step retained the 81 articles used in
writing this critical review paper. To avoid skipping articles, the term “microfinance” was sometimes replaced
with “microcredit,” and “poverty alleviation” with “poverty reduction.” Moreover, “unemployment” was
replaced by “employment to enhance the comprehensive retrieval of the articles. Figure 1 demonstrates the
search framework.

Google Scholar Database
Search Keywords: “Microfinance” and “youth livelihood” and
“Tanzania. “Microfinance” and “youth Empowerment” and “Tanzania,
“Youth” and “poverty alleviation” and “Tanzania “, “Youth Policy” and

“Tanzania”
L I}

Step 1: Initial Search/Typing 620 results: Scopus 58
Without considering inclusion &
exclusion criteria

¥ 2

Step 2: Considering English Google Scholar 205
Language articles, Year of articles; Scopus 41
publication and articles from

Tanzania ‘
Step 3: Removing duplications Go?gle Scholar 123_
and redundancies articles: Scopus 25

2 ]

Step 4: Considering articles with at Google Scholar 65

least two keywords in the title articles: Scopus 16
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4. Conclusion and Recommendations

The findings revealed that the causes of youth unemployment were lack of entrepreneurship training, lack of
capital, low business revenue, lack of business knowledge, financial illiteracy and poor youth enabling policies.
The studies demonstrated that strategies to overcome youth unemployment in Tanzania, such as
entrepreneurship training programmes, include selling merchandise such as groundnuts, cashewnuts, and
secondhand clothes. Moreover, youth participate in income-generating activities, including agriculture,
sewing, beekeeping, quarrying, and motorcycle riding.

The findings indicate that various youth policies have been formulated to address youth unemployment in
Tanzania. These include the National Financial Inclusion Framework, the National Employment Policy, the
National Youth Agricultural Policy (2016-2021), the Tanzania Agricultural Policy, and other government
fiscal policies. The findings indicated that the policies have not effectively addressed youth unemployment
due to limited youth awareness and weak government enforcement. The findings indicate that the agricultural
sector has substantial potential to employ the majority of Tanzania's youth. However, the findings demonstrate
that agricultural activities have not sufficiently addressed the challenges of youth unemployment.

The findings further disclose that scholars contextualize the role of microfinance by focusing on youth
employment, poverty alleviation, and livelihood improvement. The findings revealed that microfinance has
played a great role in promoting youth employment, poverty alleviation, and livelihood improvement. The
findings showed that microfinance improved clients’ microbusinesses, income levels, savings behaviour,
investment, consumption, and capital expenditures. The findings further demonstrated that youth and women
face poverty and unemployment challenges. The findings also revealed that microfinance promoted increases
in youth income, with assets acquired including carpentry equipment, houses, land, sewing machines, power
tillers, milking cows, goats, poultry, beds, motorcycles, and water wells. The findings revealed that
microfinance improved youth education and health status. However, the findings indicated that the
sustainability of microfinance was constrained by loan repayment delays. Moreover, the study has revealed
the scarcity of studies that have assessed the role of microfinance in addressing youth unemployment in
Tanzania.

The findings generally indicate that there are few studies that recommend how to address youth unemployment
in Tanzania. Moreover, the study has revealed that research on youth unemployment, the most renowned and
reliable income-generating activities such as agriculture, the role of microfinance, and policy is scarce.
Therefore, the researcher recommends that empirical studies that integrate youth-unemployment curbing
strategies, the roles of youth projects (e.g., agricultural activities), the roles of policy, and microfinance services
provide holistic recommendations for overcoming youth unemployment in Tanzania.
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