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TEACHERS’ CHOICE OF ENGLISH LANGUAGE
TEACHING AND LEARNING STRATEGIES AND THE
IMPACT ON LANGUAGE LEARNING IN TANZANIAN
SECONDARY SCHOOL CLASSROOMS

Omary M. Yahaya
Department of Education Foundation and Teaching Management,

Mzumbe University-Morogoro, Tanzania
Abstract
The official medium of instruction in Tanzanian secondary schools is English
language. However the teaching and learning of the language as a subject is
also strengthened. This paper is a result of the study whose purpose was to
explore the Teachers’ choice of English language teaching and learning
strategies used in Tanzanian secondary school classrooms and their impact on
language learning. The study was conducted in secondary school classrooms of
the two sampled schools in Mbeya region. The sample involved a total of four
streams/classes of Form three students which were randomly selected in the
two sampled schools (making a total of 140 students in all the four
streams/classes selected) and eighteen English language teachers who were
purposively selected from the two sampled schools. Survey design was used.
The main data gathering techniques used include documentary review,
questionnaire with students, classroom observations and interviews with
teachers. Teacher-centred and student-centred approaches to language
teaching/learning were thus used to guide this study.
Overall findings from this study indicated that secondary school teachers of
English language mostly opted for teacher-centred teaching strategies. Very
rarely student-centred strategies were used. This tendency made the strategies
to be ineffective in improving language learning in the classrooms. Teachers’
choice of language teaching strategies was determined by many factors
including availability and non-availability of teaching and learning facilities,
class size, teachers’ personality, interest and linguistic background of students,
teachers’ training, sociolinguistic situation of students and the students’
learning strategies. Lastly it was noted that the major constraints to effective
use of the relevant teaching and learning of English language in the classrooms
included lack and inadequacy of teaching/learning facilities and teachers’
perception of the students. Other constraints were teachers’ training
background and class sizes.
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It is recommended in regard to the conceptual framework of this study that the
secondary school teachers of English language should choose appropriate
language teaching strategies which enable all students in the classroom and
not few to learn, student-centred strategies are thus highly recommended.
English language teachers should be trained on how to use effectively the
relevant teaching and learning strategies which suit the Tanzanian secondary
schools’ scenario. Lastly it is also recommended that the government and nongovernmental organisations should make a closer follow-up of the
teaching/learning process of the language in secondary school classrooms so
as to minimize the revealed constraints.

Introduction
English language in Tanzania is used as the medium of instruction
for secondary schools, tertiary institutions and in some colleges
(URT, 1995). But English has been a disadvantaged language as
far as the teaching/learning environment in the classroom in
particular is concerned. This disadvantaged position is due to lack
of support from the school and home environments which do not
fully encourage the English language use. This was also observed
by Vuzo (2005) who points out that English language is not part
of day to day out of school life, and has to be learnt through
formal channels. She further reveals that the students lack the
opportunity to speak English because the environment, both at
home and school, is predominantly Kiswahili speaking with very
few exceptions.
Accordingly, English language is indeed a language confined to
the classroom. Teachers use it only in class and most often mix
English and Kiswahili. In comparing the teaching and learning
activities of students when studying the English language in and
out-of-class activities, Mushi (1989) found that secondary school
students have a tendency to do only necessary reading to enable
them to do their written exercises or assignments well. Reading
for the sake of improving one's own English language competence
was not favoured.
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The Status of English Language in Tanzania
English Language in Tanzania is not only supposed to be used as
the medium of instruction but also as language of international
business, newspapers and textbooks (URT, 1997). English is also
theoretically a second language (L2) but in practice it is gradually
becoming a foreign language (FL). As a second language, it is
expected to serve day-to-day affairs (social, official, education,
business etc) but English in Tanzania is not doing so (URT, 1998).
This was also observed by Vuzo (2007) who points out that
English remains a foreign language and has ceased to be a
necessary language for the majority of Tanzanians. She further
adds that in Tanzanian homes and society English language
proficiency is usually not required and in fact in the average
community, using English appears artificial as it is not common
practice. Stern (1983) presented a distinction between a foreign
language and a second language. He said that L2 is used within
the environment in which it is learnt e.g. Kiswahili to most
Tanzanians whereas Foreign languages lack environmental
support. This is the case of English in Tanzania. Teachers and
students do not use the English language frequently outside the
classrooms where it is taught because Kiswahili and vernaculars
are used instead. Therefore, this justifies the fact that English is
acquiring the status of a foreign language rather than retaining a
second language status in Tanzania.
The fact that Kiswahili is the official and national language; the
medium of instruction in primary schools and the language of
daily life affairs to the majority of Tanzanians reduces the
enthusiasm in students to learn a foreign language. Currently,
there is lack of English language exposure to Tanzanian students.
The lack of exposure is due to the fact that Kiswahili is growing
rapidly and extensively (URT, 1998). It is increasingly
undermining the use of other foreign languages especially
English. Hence, the students and teachers depend entirely on
3

classroom interaction for the foreign language mastery something
which is very difficult. The demands for effective pedagogical
measures are, therefore vital if successful English language
learning is to be achieved. One of the measures is to emphasize
the technical know how in the teaching and learning processes in
the classrooms. The effective use of relevant language teaching
strategies and the students learning strategies is one of the
"technical know how" in the teaching and learning of the language
that can be enhanced in the classroom. The only place where the
learning of English language would take place effectively is in the
classroom (Mbise, 1991; Emmanuel, 2003). Therefore emphasis
on the teaching and learning of the FL in the classroom is vital.
English Language Teaching and Learning Situation in
Tanzania Secondary Schools
The English language teaching and learning situation in Tanzania
is that the classrooms are overcrowded with not less than (40-49)
students (Kibogoya, 1988; Emmanuel, 2003). This is also revealed
by Ministry of Education and Vocational Training that, most of
the classes in the country are above the stated national standards
of 40 pupils per class (URT, 2006a). In this case, attention to
individual pupil’s needs might be difficult (Baker and Westrup,
2000). Furthermore there is low readability of the available
materials (Kapinga, 1982). The teacher is the most important
single resource for promoting language mastery (Mbise, 1991;
Emmanuel, 2003). Some teachers are not well trained and some
were trained for teaching Literature in English but are forced to
teach English structure while they lack English structure
methodology knowledge (Roy-Campbell, 1990). Due to this
situation, there is necessity to study the choice and use of
teaching/learning strategies in the English language classrooms so
as to improve the teaching and learning processes of the language.
The teaching/learning of different language skills is emphasised in
Tanzanian classrooms (URT, 1998). In language teaching, the
4

mode or manner in which language is used is what is referred to as
language skill (Widdowson, 1978). The four language skills are;
listening, speaking, reading and writing. The listening skill refers
to the art of making one receive what another person is verbally
conveying. It is a receptive skill which is highly connected to
perception of ideas. Speaking skills refer to the production of
meaningful sounds of a language through the vocal organs.
Reading skills refer to the ability to recognise sentences of a
written discourse and comprehending issues from the text. The
writing skills refer to the psychomotor activity whereby the
learner uses his/her hand or any other device to put words and
sentences on a flat surface (Stern, 2002). What is emphasised in
writing skills is to make the learner write meaningful strings of
sentences. The four skills as understood in this study are
represented in Table 1 below.

Table 1: The Four Linguistic Skills
Aural medium
Visual medium

Productive/Active
Speaking
Writing

Receptive/Passive
Listening
Reading

Source: Widdowson (1978:57)
Table 1 above illustrates vividly the classification of the four
language skills. This denotes that teaching/learning strategies also
would differ according to the type of skills which are being taught
in the classroom (Thompson, 2001). The productive/active skills,
for instance could be taught through language teaching/learning
strategies which call for classroom activities like group
discussion, role playing and writing situational compositions, to
mention just a few. On the other hand the Receptive/Passive skills
would be taught through language teaching/learning strategies
which call for self-reliance on the part of the students under
guidance of the teacher (Stern, 2002). Most of the classroom
5

activities should be done by the students. Activities like listening
to a tape recorded model speech and discussing, reading a passage
and raising questions and interesting issues from it and discussing
it are conducive for teaching/learning language skills in the
classroom (ibid).
Statement of the Problem
There are very few studies which have been carried out
specifically on English language teaching and learning processes
in secondary schools in Tanzania. Many of the studies and
publications, as Numi (1991) and Emmanuel (2003) states, have
been "product" oriented. This means that researchers have tended
to focus on the outcomes such as national examination results,
falling standards of English language sensed in passing or failing
national examinations and performance in examinations.
Researchers have not investigated what goes on during the
"process" of learning the four language skills, that is, the nature of
the teachers' and students' involvement. For instance, little
attempt has been made to investigate teachers' strategies in
teaching the above said language skills, factors determining the
choice of teaching strategies and students learning strategies when
learning the said skills and more importantly, the studies are silent
on the need to investigate the effectiveness of teaching and
learning strategies opted and used in English language classrooms.
Many of the studies and publications have dealt with general
issues such as the theoretical perspective of English language
teaching and learning problems. These include Mlekwa (1977),
Criper and Dodd (1984), Kibogoya (1988) and Emmanuel (2003).
As a result there is a gap to be filled, that is, the "practical" part of
teaching and learning processes in secondary school classrooms.
This study attempts to investigate the choice and the effectiveness
of English language teaching/learning strategies used by teachers
and their impact on students' language learning in the Tanzanian
6

secondary school classrooms. The need to study the choice and
the effectiveness of English Language teaching strategies and the
students learning strategies used in Tanzanian secondary school
classrooms arose from the need to understand the actual language
classroom activities and to improve English language teaching
and learning processes.
The Purpose of the Study
The purpose of this study was to explore the English language
teaching/learning strategies used in Tanzanian secondary school
classrooms and their impact on language learning.
Objectives of the Study
The specific objectives of this study were to:
1. Identify the teaching strategies used by English language
teachers in the classrooms.
2. Investigate the factors which determine teachers’ choice of
teaching strategies of English language.
3. Examine the effectiveness of English language
teaching/learning strategies used in the classrooms and
their effect on language learning.
4. Find out if there are any constraints to effective use of
relevant teaching/learning strategies in English language
classrooms.
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Literature Review and Theoretical Framework
Language Teaching and Learning Strategies
Language teaching strategies is a set of operations consciously
planned for imparting linguistic skills and knowledge on the
learner, under specific objectives (Stern, 1983 & 2002). For
example, planning to direct pair reading in a reading
comprehension lesson. And language learning strategies are
cognitive operations and techniques entailed for solving language
learning problems (Stern, 1983 & 2002). This can also be
conceived as intentional behaviour and thoughts used by learners
during learning so as to better help them understand, learn, or
remember new information (Richards and Platt, 1992). This could
be for example, a student repeating a new sentence several times
in a spoken language.
Thus the terms “teaching strategy” and “learning strategy” as
used in this paper is based on the assumption that all language
learners use language learning strategies either consciously or
unconsciously when processing new information and performing
different tasks in the language classroom (Brown, 2007). Since a
language classroom is like a problem-solving environment in
which learners are likely to face new inputs and difficult tasks
given by their teachers, learners’ attempts to find the quickest and
easiest way to do what is required, that is using language learning
strategies, a thing which is inescapable (ibid). Under this scenario
a language teacher ought to consider the language teaching
strategies that integrate with the learners’ learning strategies in
order to improve the language learning in the classrooms (McKay,
2002).
Factors Determining the Choice of Language Teaching and
Learning Strategies.
Brumfit (1985) suggests that there are many environmental factors
which influence the teaching and learning process specifically the
choice of teaching/learning strategies. The factors cover the use of
8

time, space, human and material resources in order to increase the
efficiency of teaching and learning. Besides, interaction affects
pupil/teacher behaviours and content matter because it is not just
the teacher’s transmission strategies but the pupil’s reception
strategies which influence pupil performance (Child, 2004). Here
Child (2004) is trying to point one factor which affects the choice
of teaching strategies that is student’s cooperation in the
classroom. According to him there are many sub-factors within
the nature of the student which affect teacher’s choice of teaching
strategies. The student’s linguistic background for example can
affect the teacher’s choice of teaching strategies. Student’s interest
on the target language can also affect the teachers’ choice of
teaching strategies. This is further cemented by Harmer (2005)
who points out that, some evidence has revealed a positive
correlation between student’s interest in a subject and the level of
achievement in the subject. Thus interest and achievement are
mutually enhanced. Therefore the student co-operation, interest
and attitudes are crucial factors which affect the choice of
teaching strategies.
The nature of the teacher himself/herself is also a factor which
affects the choice of language teaching strategies in the following
ways (ibid). Teacher’s social expectations (to do with the
behaviour and grooming of children-the well behaved and bettergroomed child being favored ) teachers’ academic expectations of
the students ( the students’ perceived academic ability), teachers’
tendency to entertain such expectations in mass instruction, by
interacting with the few able students and neglecting the majority
in the classroom, the teachers’ personality qualities such as
mastery of language, teaching experience and self-confidence
matter in the choice of teaching strategies ( Mackey, 2000).
Sociolinguistic context is another factor which affects the choice
of teaching strategies. Child (2004) argues that conducive
9

sociolinguistic environment provides the student with
opportunities for rehearsal of good practices. He says lectures,
tutorials and seminars help to give theoretical background but
good practice after classroom sessions are important. In the
environment like the one in Tanzania where English language
practice does not exist outside the classroom, the teacher may face
difficulties in choosing language teaching strategies suitable for
language skills. It is most likely teachers would opt for teachercentred strategies which do not demand students’ practice out of
the classroom (Thompson, 2001).
The teaching/leaning materials availability, adequacy and
sufficiency also determine the teacher’s choice of teaching
strategies (ibid). Smith (1981) revealed the importance of these
materials which, long before the advance of instructional
technology they were called “teaching aids” but currently they are
called “technological media”. This study calls them
“teaching/learning materials” because Tanzania’s secondary
schools are far from having language laboratories, computers and
other linguistic technological media. Smith (1981) said that these
materials can serve four purposes namely, to help simplify the
choice of teaching strategies, teacher’s work is simplified, the use
of mother tongue by the students can be avoided and the materials
act as instruments of motivation. Hence, the teaching/learning
materials stimulate the learning process and simplify the teaching
process.
The class size is another determinant of the choice of language
teaching strategies (Baker and Westrup, 2000). The smaller the
class (10-20 students) the greater the tendency to choose studentcentred language teaching strategies (ibid). Also the smaller the
class the greater the chance of using effectively the relevant
language teaching and learning strategies in the classrooms (Stern,
2002). Thus, there is a causative relationship between the
language teaching strategies used and the size of the class, that is a
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big class ( above 20 students) causes the preference of use of
teacher-centred language teaching strategies like lecturing and
talk-chalk, which would enable all students and not few students
to learn.
Sebatane (1991) study in Lesotho primary school classrooms also
revealed almost similar factors determining the teachers’ choice of
the teaching strategies as pointed above. The factors included the
school management, teacher’s qualifications, physical facilities,
class size, shortage of staff, pupil/teacher ratio, adequacy and
quality of teaching materials and equipments and general school
climate. Writing on the classroom instruction in general, he argues
that the only way to improve the situation despite all these factors
is to improve the classroom interaction strategies and not clinging
to the chalk-and-chalk pedagogical strategies employed by many
third world teachers.
The above mentioned factors by Sebatane (1991) are also in line
with Oxford (2002) who points out five criteria which affect the
choice and the use of teaching strategies to be considered by a
foreign language teacher. Firstly is the attitude of the teacher
towards the language. For instance, is the teacher fluent? how
familiar is he/she with the people’s culture? is he/she confident
orally, or will he/she depend on written form? And, is his/her
confidence maimed by personality factors in front of the class?
Secondly is the attitude of the teacher towards the aims of learning
a foreign language; Is it merely for passing exams?, or for
communicative purposes?. Thirdly is the attitude of the teacher on
how he/she thinks a child should learn a foreign language in the
class, for instance, is it book bound? passive or active? by making
a learner a slave to the method? by allowing some working noise
and to get learners communicate? or by making them work in
groups to act out situations in which language is the practical
vehicle for communicating and conveying messages?. Fourthly is
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the attitude of the pupils to the language. And lastly are the local
conditions in the school; for example, the availability of the
language room with attractive posters and atmosphere projecting
the feeling of that country, the availability of audio-visual aids,
overhead projector, availability of language laboratory, nature of
the class, such as, is it mixed class or streamed?, co-operation
from head of department and fellow staff and the attitude of the
parents and the entire community on the foreign language being
taught.
Theoretical Framework
The English language teaching/learning strategies in this study
will therefore be viewed and be determined in broader context of
teacher-centred and student-centred approaches. The key scholar
for this concept as shall be used in this study is Brady (1985).
Brady (1985) in his models and methods of language
teaching/learning, views these approaches in terms of underlying
principles which could be translated into actual language teaching
and learning strategies as detailed later in this part. He
summarized the principles underlying the teacher-centred and
student-centred approaches as shown in table 2 below.
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Table 2: The Difference between Teacher-Centred Approach
and Student- Centred Approach.
Teacher-Centred

Pupil-Centred

-Views learning as acquisition of
knowledge, intellectual development
-Teacher’s main function is to instruct
-Emphasises teacher as judge and
censor
-Teacher selects learning experiences
-Encourages teacher-pupil interaction
-Emphasis on tests and grades
-Does not encourage group work
-Evaluation is a teacher responsibility
-Emphasises teacher control

-Views learning as acquisition of
experiences ,affective development
-Teacher’s main function is to evoke
-Emphasises teacher as facilitator, or
supporter
-Pupils contribute to selection of
learning experiences
-Encourage pupil-pupil interaction
-Emphasis
on
less
traditional
evaluation
-Encourages the use of group work
-Evaluation is jointly determined
-Emphasises pupil participation

Source: Brady (1985:5)
As shown in table 2 above, Brady (1985) puts the two types of
approaches in a continuum in which on the left there are
assumptions underlying the teacher-centred approach. Under the
teacher-centred approach, teaching/learning is viewed as
imparting knowledge for students’ acquisition and mental
development. The teacher mainly instructs and commands as a
judge. There is no teacher-pupil interaction, whereby the pupil is
assumed to be tabula rasa expecting to get knowledge from the
teacher. In teacher-centred approach, the teacher controls every
bevaviour and activity in the classroom. The approach warrants
the teacher to schedule activities and make adjustment according
to his/her objectives and not necessarily students’ needs (Weimer,
2002). Therefore, in this approach the language teaching/learning
strategies used are those which are characterized by the teacher
planning the content, choosing the techniques of handling the
13

subject matter, setting the assignment and directing the classroom
activities (Harmer, 2005).
Teacher-centred strategies according to Weimer (2002) and
Brown (2007) are those which induce high teacher dominance in
the language classrooms. To them the strategies thus include
instructing, that is giving instructions on a certain language item.
Others are talk-chalk that is the teacher speaking while using
chalk to write some points on the chalkboard, explaining, that is
the teacher elaborating a language item and lecturing, that is the
teacher speaking through out the teaching and learning session. To
mention just a few.
On the other hand, in the student-centred approach,
teaching/learning is viewed as free acquisition of knowledge by
the student through metacognitive, cognitive and socioaffective
teaching and learning strategies (Brown, 2007). Hence, free
practice activities and group discussions would prevail. The
teacher mainly supports the learning as an advisor or facilitator.
There is pupil-pupil interaction whereby the pupils exchange their
experiences and learn from one another and from the teacher, who
also learns from them. This is also supported by Sheri and Alison
(2007) who views student-centred teaching as an active approach,
since it represents a fundamental shift from the teacher being the
centre of attention in the classroom to the students as the centre of
learning. In student-centred approach pupil self evaluation and full
participation dominate in the learning process.
Under student-centred (learner-centred or pupil-centred) approach
the language teaching/learning strategies used, are therefore those
which allow the teacher and the learners working together to
determine the content and learners’ techniques of handling the
subject matter. Thus facilitating the growth of learners’ cognitive,
metacognitive and socioaffective abilities (Thompson 2001 and
Brown 2007). This approach also encourages high degree of
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student verbal and physical participation in the language
classroom (ibid).
As pointed out by O’Malley et al. (1985) cited in Brown (2007),
Metacognitive teaching/learning strategies are kinds of strategies
that involve teachers and learners in planning for learning,
thinking about the learning process itself as it is taking place,
monitoring of learner’s production or comprehension, and self
evaluation of teachers and learners themselves. These strategies
include pictorial demonstration that results into students
transferring the knowledge from the picture to the skill they learn,
and then the students internalize the knowledge. A teacher can
enter the classroom and display T/L materials like manila sheets
or video show and demonstrate a topic, at this moment students
pays attention to the demonstration, which also serves as a
learning strategy (Brown, 2007).
Patterning of items is another teaching/learning strategy under
Metacognitive category. This strategy results to students pairing
some parts of sentences, arranging and matching of the language
items. This can be achieved by a teacher providing his/her
students with a variety of classroom activities within a lesson like
puzzles and numerous games. While categorization
teaching/learning strategy under the same category results into
students arranging language items according to sub topics as well
as characterizing the language items (Thompson, 2001). For this
to be achieved the teacher as well can provide his/her students
with a variety of classroom activities such as games and puzzles
which would enable them discover the target language items for
themselves.
Cognitive teaching/learning strategies on the other hand are those
which allow learners to use previous knowledge to solve some
new language learning problems. Thus are more limited to
15

specific learning tasks and involve more direct manipulation of
the learning materials itself (Brown, 2007). The specific strategies
under this category include imitation teaching/learning strategy
which results into students practicing the language items. A
teacher can enter a classroom and display some new words for
students to practice. This can also be achieved by the teacher
involving his/her students actively in other classroom activities
like role playing and singing (Riddle, 2002). Whereas
contextualization teaching/learning strategy which also follows
under cognitive category allows for students to retrieve and relate
language items done in the classrooms to daily life. This is by
teacher providing them with the T/L materials that are familiar to
them.
Repetition is another language teaching/learning strategy under
cognitive category that can result into students attending to the
language items more than once. In so doing it enables them to
internalize the language items acquired in the lesson. This can be
through the teacher allowing his/her students to constantly revise
some words and other language items done in the classes (Riddle,
2002). The teacher directing oral drills as another strategy under
cognitive category is interrelated to practicing and repeating
teaching/learning strategies whereby all students repeat words or
sentences said by the teacher. When they repeat several times,
they are practicing them, hence, the learning process is assumed to
be taking place.
The socioaffective teaching/learning strategies are those which
have to do with social-mediating activities and interacting with
others. Thus, these kinds of strategies allow learners to ask native
speakers to correct their pronunciations, or asking a classmate to
work together on a particular language problem. These strategies
include personification and dramatization. They result into
students role playing as well as relating language items to living
things. The teacher can achieve this by allowing students in the
16

class to talk about themselves, their home, school and local
environment trough group or class discussions (Thompson, 2001).
Another strategy under this category is question for clarification,
which allows students to ask a teacher or other native speaker for
repetition, paraphrasing, explanation, and/or examples (Brown,
2007). In the classroom scenario this can be achieved by the
teacher guiding students to use their language experiences by
asking them situational questions.
Unlike the teacher-centred teaching and learning strategies,
developing English language skills through metacognitive,
cognitive and sociaffective teaching/learning strategies which
according to Brown (2007) are student-centred strategies can
therefore help the foreign language learner even in Tanzanian
secondary school build up learner independence and autonomy
whereby he/she can take control of his/her own learning if used
effectively and appropriately in their language classrooms.
Justification for the Theoretical Framework
The use of Brady (1985) teacher-centred and student-centred
approaches on language teaching and learning is based on truth
that, there has been a prominent shift within the field of language
teaching and learning over the last twenty years with greater
emphasis being put on learners and learning rather than on
teachers and teaching (Murat, 2000). In parallel to this new shift
of interest, how learners process new information and what kinds
of strategies they employ to understand, learn or remember the
information in the language classrooms, has been the primary
concern of the researchers dealing with the area of foreign
language learning (ibid).
Since the amount of information to be processed by language
learners is high in the language classrooms, learners use different
language learning strategies in performing the tasks and
17

processing the new input they face (Brown, 2007). Language
learning strategies are thus good indicators of how learners
approach tasks or problems encountered during the process of
language learning (ibid). In other words, language learning
strategies, while none observable or unconsciously used in some
cases, give language teachers some valuable clues about how their
students assess the situation, plan, select appropriate skills so as to
understand, learn, or remember new input presented in the
language classrooms (McKay, 2002).These learning strategies in
turn serve as a potential tool for teachers as they enable them
choose the appropriate language teaching strategies that relate
with students’ learning strategies.
According to Murat (2000) the language teacher capable of using
a wide variety of language teaching/learning strategies
appropriately can improve his/her learners’ language skills in a
better way. The consideration of Brady’s approaches (teachercentred and student/learner-centred), as discussed above was
therefore used to guide the study in determining whether the
English language teaching/learning strategies used in Tanzanian
secondary school classrooms are either teacher-centred,
student/learner-centred or integrate both approaches. Furthermore,
the approaches was used in examining the factors and constraints
which affect the choice of such strategies and the effectiveness of
the strategies used and the effect on English language learning in
Tanzanian secondary school classrooms.
Study Methodology
This study used survey design. The design was opted for two
major reasons. First is the fact that the study required a breadth of
view which is rather demanding, an argument which is also
supported by Denscombe (2003) that, data from survey studies are
greatly comprehensive and reliable because of their ability to
explore instances in a breadth of view. In so doing, they enable
the researcher to get information, which is purposive and
18

comprehensive (Bryman, 2004).The second reason for opting
survey design is because largely the study intended to collect
information through questionnaires and interviews, an idea which
is also supported by Denscombe (2003) that researchers who
adopt survey approach should be able to use a whole of range of
methods within it, including questionnaire, interviews, documents
and observation. These methods therefore, helped the researcher
in seeking for the necessary detailed information about the
teaching and learning strategies used in English language
classrooms of Tanzanian secondary schools and their
effectiveness in improving the language learning.
The Context of the Study
The study was conducted in Mbeya region. The area was
purposefully selected because it is one of the regions with many
secondary schools in Tanzania, being the fourth in the rank out of
twenty one regions (URT, 2008: 77). The region has 265 schools
which have more than 45 pupils per class (ibid).There are eight
districts in Mbeya region, out of them Mbeya city and rural was
selected by the simple random sampling method.
In the selected districts there are thirty secondary schools (The list
of these secondary schools of the selected districts was obtained in
the Regional Education Office) out of which, two schools were
randomly selected to be studied which is a representation of all
schools. Two secondary schools were chosen on the assumption
that they would have all the characteristics observable in other
secondary schools
Target Population
The target population in this study was of two categories, the first
category being Form Three government secondary schools’
students in Mbeya region who were observed in their classrooms
and who also filled the questionnaires (see appendices A and C).
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The choice of Form Three students was deliberate, because at this
level there is high concentration of all language skills in
comparison to Form one, two and four (URT, 2005). For that case,
they were thought to be in a good position of revealing the
characteristics representing mastery of the overt learning
processes of all language skills to be observed. It was hoped that
such students could tell useful things about their learning
strategies during learning the four language skills. Their views
would be used to discuss the teaching/learning processes of the
English language as demanded in the research. The second
category of participants included all English language teachers in
the selected government secondary schools.
Their
behaviours/activities during classroom interactions revealed the
language teaching strategies used. It was hoped that these
teachers could provide first hand information during interviews.
Such information could be useful for the analysis and discussion
of the findings.
The Sample and Sampling Procedure
Sampling is essential for all studies. Likewise in this study two
sampling procedures (purposive and simple random sampling)
were employed. The purposive sampling method was applied to
select teachers to be included in the sample. This non-probability
sampling is appropriate because it allows the researcher to select
respondents deliberately to meet resource constraints and
accessibility of respondents (Leedy, 1989). Furthermore the
method enables the researcher to select people who meet certain
important requirements for the research (Denscombe, 2003;
Kothari, 2009). This method was applied to teachers because they
were assumed to be well informed about the teaching and learning
strategies going on in their English language classes. Simple
random sampling on the other hand was used for selecting
students. The researcher assumed that these students had equal
chance of providing the required data.
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The sample of the study was selected out of 30 government
secondary schools in Mbeya city and rural districts. Government
secondary schools were opted purposely as they have a uniform
curriculum and the government is the single institution
responsible for preparing, supervising and implementing the
secondary school curriculum and syllabus. I did not include
private secondary schools deliberately to avoid findings from
schools with different administrative set ups. The schools were
assigned consecutive numbers. Thereafter, by using a table of
random numbers two different random numbers that lie in the list
was selected as advised by Bryman (2004). In so doing two
secondary schools were then selected to be involved in the study.
One of the selected schools is from Mbeya city district (School A)
which is located in the centre of Mbeya city (the headquarter of
Mbeya region) and the other selected school is from Mbeya rural
district (School B) about 22 kilometres away from Mbeya city.
Therefore school A is an urban school with Forms 1-6 and school
B is a rural school with Forms 1-4. Hence, from each school, two
Form three streams/classes were chosen for the study. The choice
of Form three was deliberate. As said in the earlier parts, in this
Form three there is highest concentration of the teaching of all the
language skills in comparisons to Form one, two and four (URT,
2005).
As it was for choosing the study schools, the Form three streams
of the respective schools were assigned consecutive numbers.
Thereafter, by using a table of random numbers two different
random numbers that lie in the list of the respective schools was
selected, which made four classrooms for observations. The list of
streams was obtained in the Academic Offices of the respective
schools. Thus, in total the sample of the study involved 140
students in all the four streams/classes selected and eighteen
English language teachers who were purposively selected from
the two sampled schools
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Data Collection Techniques
According to Goetz and Lecompte (1984) as well as Kane (1994)
there is no any method of data collection, which is the best in all
situations. Therefore in this study, the researcher used multiple
methods of data collection, commonly known as triangulation,
which has the advantage of gathering more and wide information,
hence helping to cross-validate the authenticity of information
from a single source. For that case several data gathering
techniques were employed in this study, including documentary
review, questionnaire, observations and interviews. The
documents reviewed included teachers' lesson plans that gave a
hint of language teaching strategies. The English language
inspector's report was also reviewed. This gave in-depth
information of English language teaching and learning going on in
the schools. Some factors influencing the teaching and learning
processes were also obtained from this report. Other sources
including books, pamphlets and journals, containing information
on language teaching/learning processes which covered
experiences of the processes from Tanzania and other countries
were reviewed.
The purpose of using questionnaires were that they might provide
more information on the issue of study. Questionnaire which
contained open-ended and closed-ended questions was therefore
designed and used for students (see appendix C). The
questionnaire thus, had questions which probed into students’
views on the teaching and learning strategies used in their
language classrooms. The questionnaire also probed into students’
constraints in learning the four language skills. Furthermore
according to Goetz and Lecompte (1984) observations are used to
acquire first hand data and enable the researcher (observer) to
examine incidents as they occur during the study. Thus, two
observation instruments were used to observe the teaching
strategies in relation to the students learning strategies in the
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English language classrooms. The first one was the observation
form (see appendix A) adopted from Flanders’ (1970) and
Bellack’s (1966) models cited in Harmer (2005) where
behaviours/activities which depicted a certain language teaching
strategy or learning strategy were tallied to provide the dominant
language teaching strategy and students learning strategy after
every five minutes. The second one was a tape recorder which
was used to tape the verbal interactions in the lessons observed.
Lastly face to face interviews that were semi structured were
administered to teachers. Data obtained from interviews were on
the prevalent language teaching strategies used by the teachers,
how the teachers attempted to use effectively the relevant English
language teaching and learning strategies in the classrooms and
the constraints which they faced, if any.
Data Analysis Procedure
The concept data analysis refers to examining what has been
collected in a survey or experiment and making deductions and
inferences (Orodho, 2003). It involves uncovering underlying
structures, extracting important variables, detecting any anomalies
and testing any underlying assumptions. It also involves
scrutinizing the acquired information and making inferences
(Kombo and Tromp, 2006). The analysis of data for this study,
therefore involved the use of both qualitative and quantitative
techniques. Finally as Bryman (2004) recommends in analyzing
data in social science research, the data that were collected
through all the instruments were summarized in a descriptive
and/or tabular form. Then they were analyzed in order to find the
relationship of the variables.
Findings of the Study and Discussions
In regard to Brady (1985) approaches to language teaching and
learning (teacher-centred and student-centred), the overall
findings in this study shows that the dominant teaching/learning
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approach in the studied secondary schools were teacher-centred.
This was because the number of sessions the teacher-centred
strategies dominated in the English language classrooms was
more than those in which student-centred strategies dominated. It
was observed that teachers’ instructing, that is giving instructions
on a certain language item, talk-chalk, whereby the teacher
speaking while using chalk to write some points on the
chalkboard, explaining, that is the teacher elaborating a topic and
lecturing whereby the teacher speaking throughout the
teaching/learning session were the dominant strategies in teaching
the language skills. It was noted that student-centred strategies
were rarely used in the classrooms. The noted strategies included
the teacher guiding reading aloud, silent reading which was
accompanied by listening and writing drills and pair/group/class
discussion were the student-centred strategies at least rarely used
in teaching the language skills. Therefore, it was noted that the
learning process was taking place for only a few students and not
the whole class.
In regard to the factors which determine the choice of language
teaching strategies, the study established that such factors
included availability and non availability of T/L facilities, class
size, students' linguistic background and interest, teachers’
training, teachers’ personality qualities such as teaching
experience and language competence, students' learning strategies
and sociolinguistic situation of students. In regard to Brady
(1985) approaches to language teaching strategies (teachercentred and student-centred) it was observed that such factors
made the teacher choose the teaching strategies’ approach
according to the situation. It is therefore argued that due to these
factors there was a need to train teachers to improve the choice of
language teaching strategies right from the teachers’ colleges and
in the subsequent in-service trainings. Attention should be
directed at use of student-centred strategies which involve all the
students and not some in the learning processes (Murat, 2005).
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Regarding the question on the effect of the English language
teaching/learning strategies used in the English language
classrooms on language learning, the findings reveal that to a
large extent the strategies used were not effective in improving the
language learning in the classrooms. As has already noted above
this is because largely the strategies used were teacher-centred.
Very rarely student-centred strategies were used, even when used
they could not involve all students in the learning process due to
inadequacy and insufficiency of teaching/learning materials in the
studied secondary schools. This implies that the dominant use of
teacher-centred language strategies made teachers control more
the learning sessions and their main roles in the classrooms were
just to instruct, to explain, to elaborate and to lecture. The
situation which made the sessions to be one sided (teacher sided)
and also became a barrier to participatory learning, a kind of
learning which is the pillar in improving language learning in the
foreign language classrooms (ibid).
The study also indicated that there were some constraints to
effective use of relevant teaching/learning strategies in the English
language classrooms. The constraints observed included lack of
teaching/learning facilities, teachers’ perception of students'
abilities, those teachers misperceive that the majority of students
just cannot learn the English language as a consequence they
employ teaching/learning strategies which make them interact
with very few and not all students in the class, students' lack of
motivation and interest because of their linguistic background and
teachers being bad models. Thus these constraints were barriers
to teachers in using effectively the relevant teaching/learning
strategies in the English language classrooms. It is therefore
suggested that the government should enlighten students, teachers,
parents and other members of the society on the importance of
teaching and learning English language in secondary schools.
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This would reduce some constraints to the effective use of
relevant teaching and learning of English language in the
classrooms. In general, the findings reveals that the English
language teaching and learning strategies used in the secondary
school classrooms observed was not effective for language
learning.
Conclusion and Recommendations
On the basis of the research findings, analysis and discussion, the
following conclusions were drawn:
Secondary school teachers of English language mostly use
teacher-centred teaching strategies in their English language
classrooms. These strategies have proved to be ineffective for
English language learning in the classrooms. Very rarely studentcentred strategies are used, which according to Brady (1985) and
Murat (2005) are recommended to be effective for language
learning in a foreign language classroom.
The choice of language teaching strategies was not much
determined by the guidelines like the syllabus but by many other
factors including availability and non availability of
teaching/learning facilities, class size, teachers’ personality
qualities like language competence and teaching experience,
interest and linguistic background of students, teachers’ training,
sociolinguistic situation of students and the students’ learning
strategies.
The dominant use of teacher-centred teaching strategies and the
tendency of English language teachers rarely using the studentcentred teaching strategies in the secondary school classrooms,
leads to the ineffectiveness of these strategies in improving
language learning in the classrooms. This is because the teacher
dominance in the classrooms becomes high making the learning
sessions lack participatory kind of learning. It is suggested that
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proper use of the language teaching and learning strategies which
are effective in improving language learning in the classrooms,
should be intensified in the teachers' colleges and in the
subsequent in-service teachers’ trainings.
The major constraints to effective use of the relevant
teaching/learning strategies of English language in the classrooms
included lack and inadequacy of teaching/learning facilities and
teachers’ perception of the students. Those teachers have
preconceived idea that the students just cannot learn the English
language just because of their poor linguistic background. Other
constraints included teachers’ training background and class sizes.
On the basis of the research findings and discussion of results the
following recommendations are made:
In regard to the conceptual framework of this study, first the
secondary school English language teachers should choose
appropriate language teaching strategies which enable all and not
few students in the classroom to learn; student-centred strategies
thus are highly recommended.
Secondly, English language teachers should be trained on how to
use effectively the relevant language teaching and learning
strategies which have a good effect on language learning of all the
students in the classroom. This should be more emphasized in the
teacher training courses.
Lastly, the government and non-governmental organizations
should make a closer follow-up of the teaching/learning processes
of English language in the secondary school classrooms. The
findings and experience have shown that there are many
constraints to the effective use of the relevant teaching/learning
strategies of English language. Some of the constraints, for
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example include the provision of teaching/learning facilities and
the proper training of English language teachers. These constraints
ought to be rectified.
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Outcomes of Rural-out Migration as Livelihood Strategy to
the Rural People:
The Case of Iringa and Njombe regions, Tanzania
Rwechungura, F.A1
Abstract
This study assessed whether rural-out migration as a livelihood strategy
enhanced livelihoods of rural households in Iringa and Njombe regions in
Tanzania. Specifically, the study tried to examine what were the outcomes of
rural-out migration and remittances from it to household assets. The study used
cross-sectional data involving 272 migrant and non-migrant households which
were analyzed purely descriptively to generate the information sought out of it.
Findings revealed that out of 272 households, 93(34%) had out-migrants. On
the outcomes of migration to the households’ assets, migration did not have any
significance to the households; instead it had more detrimental outcomes,
including withdrawal of productive human resource/labour from the migrant
households; family abandonment; erosion of social morals; spread of
HIV/AIDS; increasing number of vulnerable children; and school drop-out.
The main conclusion from these findings is that unlike what many other studies
had found (in other countries), out-migration did not have better outcomes to
the livelihoods of rural households in the studied districts. The policy
implication of these findings is that unless rural livelihoods are improved, ruralout migration will continue, as rural dwellers continue searching for ‘greener
pastures.’ As this continues, poverty is perpetuated. Consequently, not only
will this affect urban and other economically vibrant areas where migrants
continue flocking to by saturating these destinations’ capacity to handle the
migrants, it will also affect poor rural areas negatively by draining their
energetic and productive human resource.
Key words: Rural Livelihoods, Rural Livelihoods diversification, rural-out
migration, Remittances & Rural Development
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Introduction
Understanding peoples’ poverty and their livelihoods, whether
they are sustainable or not, has become an important focus within
international development literatures and policy debates
(Waddington, 2003). The Sustainable Livelihoods approach
advanced (mainly) by the Department for International
Development of the United Kingdom, defines livelihoods as ‘the
capabilities, assets (including both material and social resources)
and activities required for a means of living’ (Carney 1998: 213).
According to Ellis (2000:10) “a livelihood comprises the assets2,
the activities, and the access to these (mediated by institutions and
social relations) that together determine the living gained by the
individuals or households”. The very much known broad and
basic categories of livelihood strategies that a household located
in a particular context and economy may choose from includes
three major bunches of livelihood options which involve
agricultural intensification and extensification, income
diversification, and migration (Scoones, 1998). More importantly,
De Haan and Rogaly (2002), in their significant collection on
labour mobility and rural society, argue that migration is much
more common as a livelihood strategy for the poor than is
frequently suggested.
Various literatures on livelihood diversification strategies
acknowledge that rural-out migration is one of the major possible
strategies open to rural households to diversify their portfolio of
activities and thus alleviate their poverty. Migration includes
people who move for different reasons across different spaces (see
Skeldon, 2002). This paper defines rural-out migration which is
2

Natural assets, physical assets, financial or economic assets, social assets and
human assets
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undertaken by households and individuals with a purpose of
gaining returns or enhancing their livelihoods as the “departure of
an individual(s) or households, for more than a week or so, from
the small, primarily agricultural communities in which they live
and move out to reside in another locality in order to engage in
one or more livelihood activities” (Adapted from Ellis, 2000). In
this case I focus on voluntary migration (mainly involving
jobseekers who move rom their locality to another locality for
better economic opportunities) rather than all other types of (e.g.
forced) migration. However, in migration studies it is worth
noting that the term “voluntary” needs to be thought of advisedly
since the majority of rural dwellers live so close to livelihood
failure such that the actions they take towards preventing such
failure can hardly be described as free choices (Ellis, 2003). I also,
propose that, the forms of migration patterns or options which are
open to poor rural people and which are considered to be part of
their livelihood diversification strategies takes place within
national borders (i.e. internal migration) or can be cross-border
(i.e. moving to neighboring countries, the move that does not
require strict conditions to be fulfilled). I believe these types of
movements form a major part of livelihood diversification
strategy due to their ease accessibility to the rural poor as
compared to those which take place far beyond national borders.
Rationale for the study

Throughout the literature, it is widely acknowledged that the
effects of rural-out migration are more controversial and least
clarity exists on its developmental outcomes to sending
households and areas of origin. This controversy has become an
issue of concern for development studies and policy makers
(Ghatak et al., 1996). It is conceived that there may be a two-way
relationship between improved household income and migration,
resulting in mixed verdicts on this point (Deshingkar and Start,
2003). For instance, a study conducted in Palamur labour in India,
Chakrapani and Vijaya Kumar (1994) noted that there was an
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increase in migrants’ incomes compared to before migration.
Also, research on migration in Dungarpur by Haberfeld et al
(1999) found that households that were sending migrants had
higher income levels than those not sending migrants. But on the
other hand, Kothari’s (2002) review of migration studies found
that migration can both reduce and perpetuate poverty. More
specifically, internal migration which involves people moving
from one community or administrative unit to another community
of the same cultural space for settlement or for work is not widely
addressed in the current literature. For that case its effects on the
livelihoods of the sending households or communities is
uncovered or remains unclear. For example in the case of Punjab,
India, an area with a long tradition of out-migration, very few
studies trace the effects of migration and remittances on the
villages of origin (Helweg, 1993).
Various authors have
acknowledged that rural-out migration does exist and can be an
important parameter in population change, but there are neither
the data nor the techniques to deal with it adequately, either in its
own right or in its relationship with other aspects of population
dynamics (Ayiemba, 1990).
While from the literature we note that a lot of scholarly work in
the area of rural-out migration has been undertaken in Asian
countries (e.g. India, Bangladesh and China) and some African
countries (e.g. Egypt, Kenya and South Africa), very scant by way
of serious research has been undertaken in Tanzania. Even in
cases where migration has been observed or studied, the outcomes
of rural-out migration to the sending (migrant) households or
areas of origin has not been adequately investigated. The few
existing Tanzanian studies include for example that of Mbonile
(1996) entitled “Towards Breaking The Vicious Circle of Labour
Migration in Tanzania: A Case of Makete District” that explored
a few options which people from former labour reserve areas such
as Makete District could use to reduce overdependence on labour
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migration. The study suggested establishment of small businesses
to address the problem. Katalyeba’s (2002) ”Study on rural - rural
movements in East Africa: A study of Rwandan and Southern
Ugandans in Karagwe District, Tanzania” suggests that there are
unattended movements especially by researchers and
academicians which have a significant contribution in population
dynamics and of course that can have varying outcomes to
sending households. However, with these attempts to study ruralout migrations, the puzzle of “the outcomes of rural-out migration
as rural households’ livelihoods option to enhance the livelihoods
of sending households” has been left unresolved. Based on the
existence of this ambiguity of the outcome of migration to sending
households and having less done towards solving it, this paper
attempts or rather augments previous studies to contribute towards
solving it by investigating the outcomes that rural-out migration
have had to the sending households in Tanzania, particularly in
the research areas.
Data and Methods

The data for this study was collected from 12 villages of Makete
District in Njombe Region and 12 villages in Iringa Rural District
of Iringa Region of Tanzania during August – September 2012. A
mixed sampling procedure was adopted whereby while on the one
hand the regions and districts were selected purposively, on the
other hand fishbowl draw simple random sampling technique was
used to select wards.
Based on village registers, a partial-random (systematic) sampling
procedure were adopted to select a sample of 272 households that
were covered throughout the study. In order to cover the
information on migration, a modified definition of a household as
put forward by Agesa and Kim (2001) and Hossain (2001) was
modified and adopted for the purpose of this paper. A household
was defined as “a dwelling unit where a group of persons usually
live together in the same home or compound (commonly referred
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to as the “extended” African family) and takes food from common
kitchen and are bound by ties of kinship in that they are
answerable to the same household head.” By employing this
definition, the study also included household members who live
outside the village but claim the household to be their own.
Persons of this category are those who work outside the villages
and often send remittances. Such persons are called migrants or
the migrated members of the household and such households are
known as migrant household (Hossain, 2001). This households’
definition fits exactly to Tanzanian context and serves the purpose
of this paper because without incorporating household members
living outside it would be difficult to associate migrants with
sending (migrant) households. For that case this definition
properly links migrants and sending (migrant) households which
makes possible to trace the remitting behavour of migrants.
Rural-out migration as a livelihood strategy
From the livelihood approach context, sustainable livelihoods are
achieved through access to a range of livelihood resources which
are referred to as ‘assets’ or ‘capitals’. Moreover, it is worth
noting that the things that people or households do by using the
asset base owned or accessed in pursuit of a living are the ones
referred to in the livelihood context as livelihood ‘activities or
strategies’(Ellis, 2000; Scoones, 1998 and Chambers and Conway,
1992). Consequently, migration as an undertaking done by
households in the study areas was considered to be one of the
main activities or strategies that households in Iringa Region
undertake in order to enhance their living. According to Ellis
(2003), people’s livelihood efforts conducted in order to improve
their living result in outcomes: higher or lower material welfare
(human capital), reduced or raised vulnerability to food insecurity
(physical capital), improving or degrading environmental
resources (natural capital), and so on. Equally important, this
context applies to rural-out migration (the subject under study)
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undertaken by rural households in the study areas, it may as well
result into improved or worsened livelihoods of sending
households.
Drawing on this approach, the outcomes of rural-out migration to
migrant households in the study areas were assessed based on
whether their asset base had improved or impoverished as a
consequence of sending out a migrant(s). The asset base or
portfolio of the studied households was composed of five (make
use of asset pentagon) types of capital assets i.e. human, social,
natural, physical, and financial as suggested by Scoones (1998:4)
and Carney (1998:5), which are owned, controlled, claimed and/or
in some other means accessed by rural households and
individuals. For that case, this study focused on assessing whether
rural-out migration practiced as the households’ livelihoods
strategy had contributed to improving or impoverishing the
household’s asset base. In other words the study was about
investigating what was the outcomes of rural-out migration to
these household’s capital assets in their totality or singly. Each of
these household assets was treated/assessed separately so as to
easily identify the contribution of migrants in building up or
eroding them. As stated previously, the study aimed at assessing
the outcomes that rural-out migration might have to sending
households through the actual contribution of migrants in order to
create or improve household assets such as widening their social
networks, to supporting agricultural activities and opening up new
non-farm employment opportunities. It was assumed that income
from remittances sent back home by migrants would enable
households to invest in farm and non-farm activities and
entrepreneurial endeavours which may in turn create employment
opportunities for other villagers. Other ways that migrants were
assumed to contribute to households and the development of their
place of origin was through collective donations of time, business
networks, investments and the transfer of skills, culture,
knowledge and experience obtained from destinations.
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Results and Discussion
a) Migration attributes

A total of 272 households were surveyed, out of which 93(38%)
had migrants i.e. they were migrant households and these had a
total of 187 migrants, while 179(78%) surveyed households did
not have migrants i.e. they were non-migrant households.
However, the study recognized the fact that migrants were not
expected to contribute or remit uniformly to their remaining
households. It was assumed that migrants’ contribution could be
affected by factors (migration attributes) such as migrants’ places
of migration or destinations, duration of stay, educational
achievement and occupations at destinations. Based on these
migration attributes, the results show that 147 (79%) out of the
total 187 migrants had migrated to urban areas (to cities,
municipals and towns) while only 40 (21%) had migrated to rural
areas. Furthermore, out of 147 urban migrants, 86 (59%) were
male and 61 (41%) were females, while out of 40 rural migrants,
27 (67%) were males and the remaining 13(33%) females. Having
more migrants moving to urban areas as compared to rural areas
signified the potentiality of urban areas in attracting rural
populations arguably due to vibrant economic activities found
there which acts as pull factors to them. This finding is supported
by the results on the reasons for migration which show that, a
large proportion of migrants (90%) of the 187 had migrated from
their areas of origin due to economic reasons while only 10% had
migrated due to other reasons. None of the migrants had crossed
borders to neighbouring countries for search of better livelihoods.
Most migrants (81%) had stayed for more than one year while
only 19% had stayed for a period of between 1-12 months. The
main point drawn here is that urban migration is dominant over
rural one due to reasons mentioned previously and thus economic
reasons were the major motive for most households to send out
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migrants. These findings seem to be consistent with other studies
mentioned previously for instance Ellis (2003) and. Francis. and
Hoddinott, (1993).
Furthermore in terms of occupations, the findings show that
migrants were engaged in different occupations both at origin and
destination. The essence for analysing migrant’s occupations was
mainly to find out what were migrants’ occupations at destinations
which could suggest migrants’ earnings and subsequently their
remitting power. Table 1.1 provides more information and
particularly shows that at destinations migrants were engaged into
the same kinds of jobs they were engaged in at origin but at
varying proportions or extent.
Table 1.1: Migrants' occupations
Nature of occupation

Number of migrants at
origin in ac occupation

Students
Farming/livestock (wage)
Off-farm (agricultural)
Non-farm wage (non-agricultural)
Non-farm (self-employment)
Total

34(18%)
31(17%)
33(18%)
51(27%)
38(20%)
187(100%)

Number of
migrants at
destination
in an
occupation
15(8%)
13(7%)
12(6%)
65(35%)
82(44%)
187(100%)

From Table 1.1, it is obvious that the number of migrants per
occupation category at destination decreased compared to origin
with the exception of two which include non-farm wage i.e. non46

agricultural and self-employment. For instance, the number of
migrants engaged in non-farm wage (non-agricultural related
activities) increased from 27% at origin to 35% at destination,
while non-farm (self-employment) increased more than twice
from 20% at origin to 44% at destination. These results are
actually telling us that most migrants had shifted from the
occupations they were engaged in at origin to the two types of
occupations which were non-farm wage (non-agricultural) and
non-farm (self-employment) at destination. More importantly,
these results revealed that this occupational shift had no impact on
migrants’ earnings i.e. it did not make them different from what
they originally were in terms of earning power. More specifically,
this occupational shift did not enable them to remit more at home
as was expected of them, and thus suggesting that migrant’s
remitting behaviour might be highly dependent on the nature of
occupation at destination (this study has shown that most migrants
are engaged in poorly paying jobs at destination).
Additionally, the results on the analysis of migrants’ occupations
at destination are also telling us that the two sectors at destination
are attracting more migrants than others. According to the
responses obtained from surveyed households and key informants
was that these kinds of occupations were the easiest to get
compared to professional ones which required high levels of
education attainments. Table 2.1 shows that migrants’ education
levels were very low (low human capital) such that this was an
entry barrier to professional jobs and thus poor earning potential.
In simple terms, migrants were switching from agricultural related
activities which are the main engagements in rural areas where
migrants originate to non-agricultural activities at destination
which are more dominant in urban areas as compared to areas of
migrants’ origin.
Table 2.1: Migrants’ educational levels
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Variable

Education attributes

Education level

Never schooled
Primary school
Secondary school
Others

No. of
migrants
8
146
28
5

%age
4
78
15
3

According to sending households and key informants, the kinds of
occupation migrants are engaged in at destinations are mainly low
paying jobs such as selling hand held items “machingas”, working
in shops (shop keepers), house helpers (maids), bar maids,
conductors in commuter buses, feeding animals especially for
those who migrate to urban areas. For those migrating to rural
areas they were mainly engaged in planting crops (for wages),
weeding, harvesting especially in areas where large farming
agricultural activities takes place such as Usangu rice farms, tea
plantations, and so on. None of the migrants were engaged in
public/private sector employment both at origin and destination.
Another interesting finding was that the number of those who left
home for schooling was found to be 34(18%), but it was only
15(8%) who were in school at the time of field work. It was later
found that the other 10% had quitted school for work. In this way
migration had contributed to school dropout and therefore
depletion of households’ human capital. Generally, since there
were no major changes in the occupations migrants were engaged
in at origin and destination, certainly migration did not add value
in terms of occupational advancement, suggesting low or no
earnings that could be obtained from them.
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b) Outcomes of migration
In order to get insights on how rural-out migration had contributed
to build up various assets owned or accessed by the households,
firstly households were asked if they owned or had access to a
certain type of asset. Secondly, households were asked if
migrant(s) had contributed anything to the creation or
maintenance or development of that particular asset at least within
the past one year. For that case, the following section presents the
findings on selected attributes of household asset portfolio and
forms the core of the paper.
a) Human capital
i) Skills development

Responding to a question as to whether the household had
benefited/gained in anyways in the form of skills brought back by
a migrant member, a total of 13(14%) out of 93 total migrant
households responded to have in some extent gained while a total
of 80(86%) households responded not to have gained. The
composition of the kinds of skills gained is presented in Table 3.1.
Table 3.1: Type of skills gained by migrants
Type of skills gained
Carpentry
Driving
Cookery
Animal keeping
Total

No. of households
benefited
7
4
1
1
13

Percentage (%)
54
30
8
8
100

From Table 3.1, one could see that in terms of skills gained from
migration, it was only a small proportion of them (less than 1/4th)
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that had benefited from migration. Since the number of
beneficiary households was far below half the total number of
migrant households, this means our assumption was not met and
this means migration did not potentially contribute to building
household’s human capital. It was further revealed that, migrants
had acquired these skills as a result of the occupations they were
engaged in at destinations (i.e. in the industry that had absorbed
them). Moreover, the information obtained from the households
showed that the skills acquired were completely new, since at
origin the migrants concerned were farmers and had no any other
skills. In this case, at an individual level, migration had slightly
contributed to building human capital; but not at household level.
In a way, this had shown a direct relationship between the nature
of occupation at destination and skills that might be acquired by
migrants and thus its potentiality to building this household asset.
ii) Household health status

When respondents were asked whether for the past one year there
was any household member (at home) who had suffered from any
illness or injury which required to spend money for treatment, out
of 93 migrant households, 59 (63%) responded to have had
members who had suffered from various illnesses and needed
assistance in getting treated for some illness while 34 households
(37%) responded not to have any suffered members. The incidents
of household members falling sick varied from one household to
another and for the purpose of the study only the first two
incidents were considered. But also the kind of sickness differed
from one household to another and within the household, and this
had the implication for the amount of money required for
treatment and therefore the amount to be contributed by a migrant
member(s). The (most common) types of sickness included high
and low blood pressure, coughing, delivery, eye problems, fever,
fire burn, flu, hand injuries, HIV/AIDS, insanity, lame, leg
injuries, leukemia, malaria, stomach operation, pneumonia,
respiratory tract problems, running stomach, skin diseases,
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stomach problems, tuberculosis,
problems, and wounds.

asthma,

headache,

heart

To get insights of how migration had contributed to the betterment
of the household health status, the 59 households whose members
had fallen sick were asked if there were an incidence where they
had contacted a migrant member to help with the treatment
expenses of the suffering household member. Out of 59 migrant
households with suffered household members only 15(25%)
responded to have sought and received assistance from their
migrant members while 44(75%) households responded to have
sought but not received any assistance. These results showed that
it was only a quarter (25%) of total households with suffered
members that had received assistance from migrants while three
quarters (75%) sought for assistance but could not be assisted.
This number of households which benefited from migration again
falls far below the assumption made earlier (i.e. below halfway of
total migrant households that sought assistance from migrants).
Once again, this shows how migration did not potentially
contribute to building up the health status of sending households.
Since there were several incidences household members had
fallen sick, respondents from these households were further asked
how often migrants were approached for help. Out of 15
households which responded to have received help from migrants,
ten (10) of them responded to have contacted and received
assistance from migrants every time a household member fell sick
while five (5) responded to have received assistance from
migrants once in a while when a member of household fell sick.
Furthermore, 44(75%) households which had responded not to
have received any assistance from migrants were further asked
what the reasons for their migrant member(s) failing to assist with
the treatment expenses of the sick members were. All 44
households responded to this question and it was found that
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26(59%) households reported to have informed the migrant(s) but
they failed to assist on the grounds that they were willing to assist
but they had no money, 12(27%) households responded to have
informed migrant members who simply promised to assist but
they did not , and 6(14%) households responded to have informed
the migrant but never received any assistance and did not know
what might have been the reasons for them not to assist. Again,
these findings reveal that migration and remittances from it did
not have any significant contribution to building up of the
household asset base/portfolio.
b) Financial capital (assets)
Economic or financial assets of households were defined by this
study to include attributes such as cash, savings facilities (types
and number of savings facilities accessible to households e.g.
bank accounts), credit facilities (number and credit facilities
accessible to household) and claims (number and quantities of
claims that either institutions or individual owe the household). In
order to get insights of the outcomes of migration on various
attributes of household assets, migrant households were asked to
respond to questions as to whether they had access to the above
mentioned facilities and if a migrant member had in anyway
helped the household to get access to the facilities. For example,
households were asked if there were any member(s) who were
operating bank accounts and if a migrant member had helped to
open and/or run the account.
The results showed that out of 93 migrant households which
responded to this question, it was only 6(7%) households which
had bank accounts, three (3) households from each district. But
due to the importance of this information about how rural people
accessed financial services, it was of interest to know from which
wards and villages these households were coming from. It was
found that, the three households in Makete district, two of them
were from Lupalilo ward in Ilevelo and Ugabwa villages. These
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villages are located close (around 25-30kms) to Makete district
headquarters where the National Micro Finance Bank has its
branch. The last household from Makete District was from
Matamba ward in Ndapo village, a village located very far from
the district headquarter (=>60 kms one way). The remaining three
households were from Iringa Rural district, two were from Ismani
Tarafani village of Kihorogota ward while the last one was from
Nzihi village of Nzihi ward. This distribution of households
assessing bank services basically were suggesting that modern
financial services in the study areas and possibly many other rural
areas in the country were missing or rather inaccessible by the
poor rural households for the reasons that are not well explained.
Data from the field revealed that the low rate of using banks was
caused mainly by the long distances between where the banks
were located (mainly in towns) and the rural areas. This could be
translated into higher transport costs which if included to other
costs involved to opening and running bank accounts, lead to rural
people using other unsafe traditional ways of keeping the little
money they have. But also it was learnt that rural people had less
cash to deposit in banks, since in economic terms any banked
money is idle money, therefore these rural people had no idle
money to keep in the banks. When responding to the question as
whether migrant member(s) had contributed to the opening and
running of the bank accounts, out of the six (6) households with
bank accounts, only one (1) household responded to have received
some money once in year 2008 from a migrant member to
maintain or run the account. This household was from Makete
district, Lupalilo ward in Ilevelo village and the amount received
was Tanzanian Shillings 50,000/= (equivalent to USD 30). The
possible reasons provided as to why migrants were not sending
money which they ultimately save into bank accounts, most of
them responded that their migrant members had no money to send
back home. However, very interestingly one respondent from
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Matamba ward responded by posing a question that, if migrants
could not send back home money for taking care of the remaining
families, how could they send money to save/keep in the bank
account?
Furthermore, we wanted to get an idea if Makete and Iringa Rural
people had saved their money in non-productive assets such as
gold and jewelry (another form of households’ financial asset) and
if migrants had contributed for the possession of these items. The
results were not much surprising as none of the 93 migrant
households that responded to this question had received any
contribution from a migrant member. The main reason we could
draw out of this was that, these items are very expensive for rural
households to afford and probably less valued like in urban areas
but also migrant members mostly those in urban areas could not
send them back to their families in form of gifts. Thus, the study
concludes that, migrants (rural-out migration) had not contributed
in building the financial asset of households by enabling them
possess any wealth in savings in non-productive assets such as
gold and jewelry which in time of need could be transformed into
cash to meet various the households’ needs.
c) Physical capital

Selected physical assets attributes which were addressed under
this construct (variable) were basic household infrastructures
which included transport facilities, shelter, communication
facilities, and production equipment, being the major means that
enabled people or households to pursue their livelihoods. In order
to get an insight of the contribution of migration to this household
asset, all of the above mentioned household infrastructures were
assessed one after another and the contribution from migration to
the creation and/or maintenance of the asset was identified and
assessed. To some infrastructures the contribution of migration
was magnificent but to some it was very insignificant. But the
main objective was not to calculate how much migration had
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contributed to building this capital asset; instead it was to assess
the potential of migration to building the capital asset in terms of
how many households had benefited from migrants’ contribution
against those that did not benefit.
i)

Contribution to transportation

In order to get insights of the contribution of migration to the
provision and maintenance of transport services to the household,
a list of transport facilities were identified and respondents were
required to respond as to whether they were present in their
household and whether migrant(s) had contributed to their
acquisition and maintenance. Transportation facilities included
bicycles, tricycles, motorcycles, cars/vehicles, donkey carts,
tractors and trailers and wheel barrows owned by the household
concerned. The results revealed that, none of 93 migrant
households were found to own tricycles, cars/vehicles,
motorcycles, and tractor and trailers. Since these transport
facilities are the ones used in other areas for transporting people,
goods and harvests from the farms and for other transport needs,
their absence in the study areas portrays the extent of
transportation problems in the research areas and possibly this
could also apply to other rural areas of developing countries and
Tanzania inclusive.
For example, only a total of 31 (33%) households out of 93
migrant households were found to own bicycles and one
household (1%) were found to own a donkey cart all of which
were acquired by purchasing. However, none of these households
had received contribution from migrant member(s) for acquiring
these facilities. The only explanation for migrants not contributing
to acquisition of transport facilities was that, when migrants were
approached for assistance some would say they had no money to
send back home while others would just keep quiet and others
would promise to assist but never assisted. This might be
suggesting that either the earnings migrants were getting were not
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enough to sustain themselves and send back home for keeping the
remaining household i.e. for purchasing transport facilities, or if
they were getting enough earnings to retain some savings, then
there were no willingness to remit home. However, this is the area
where this study would propose further research to study migrants
remitting behaviour. More importantly this study found that most
migrants were self-employed or employed in very low paying jobs
and which were very much informal such as street vending of
goods, feeding animals for food and little pay by the end of the
month and others of the like, these kinds of engagements at
destination did not enable migrants to remit anything back home.
This could initially possibly explain the reason for poor remitting
behaviour amongst migrants in the study areas. These results
shown that migration had not potentially made any significant
contribution to household’s transportation services and therefore
suggesting that there were no potentialities for rural out migration
to build this component of household’s physical capital asset.
ii)

Contribution to shelter

Another attribute of physical capital was shelter which basically
meant buildings or houses where household members find their
shelter. On this aspect, the main concern was on how migration
had contributed to building houses (if the members were living in
own built houses), purchasing houses (if members were living in
purchased houses), renting houses (if members were living in
rented houses), but also if migration had contributed to the repair
and maintenance of houses built, purchased and/or rented. The
results shown that out 93 migrant households, 85 households
(91%) reported to live in own built houses, six (7%) households
reported to live in inherited houses from their parents while two
(2%) households reported to live in purchased or bought houses.
None of the households were found to live in rented houses
suggesting that renting houses is more applicable in urban than in
rural areas.
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Moreover, the results shows that out of 85 households which were
living in own built households, only seven (8%) households had
received contribution from migrants to build their houses. The
minimum amount contributed by migrants was Tshs 20,000/=
(equivalent to USD 15) (8%) for a household which required a
total of Tshs. 250,000/= (USD 150) while the maximum amount
contributed by migrant was Tshs. 1,500,000/= (USD 897) (60%)
for a household which required a total of Tshs. 2,500,000 /= (USD
1495) for building a living house. None of the households
reported to have received assistance from migrant(s) for
maintenance and repairs of their houses. These results were telling
us that migration had not potentially made any significant
contribution to household’s shelter provision and therefore there
were no potential for rural-out migration to build this component
of household’s physical capital.
iii) Contribution to communication facilities
Communication services or facilities were also addressed under
this household capital asset. Mainly the facilities assessed under
this attribute were equipment for information sharing and
communication, in which included radios, television sets, mobile
phones and fixed/landline phones. Respondents were required to
respond to a question as to whether they owned these facilities and
if migrants had contributed to their acquisition and maintenance.
Out of 93 migrant households, 91 (98%) of them responded to
own at least one of the communication and information sharing
equipment listed above. More specifically, 59 (65%) households
responded to own mobile phones while 31 (34%) households
reported to own radios and one (1) household (1%) reported to
own television set. No single household reported to own fixed
phone lines, this was mainly due to the nature of the rural setting
where the only service provider (Tanzania Telecommunication
Company Limited) hasn’t reached the locality.
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The results revealed that two (3%) out of 59 households which
reported to own radios reported to have had received assistance or
contribution from migrant members for their acquisition. Also,
three (10%) households out of 31 which reported to own mobile
phones had received contribution from migrant members for their
acquisition. These results were telling us that, as whole the
contribution of rural-out migration was very marginal such that it
was insignificant to the acquisition and maintenance of the
communication facilities and thus had no potential to promote
rural-livelihoods for rural households. However, for those
households which received migrant’s assistance, it was obvious
that this contribution was significant at individual household level
as revealed by the results above.
iv) Contribution to production facilities/equipment/inputs
The last attribute to be assessed under this construct (physical
capital/assets) was production facilities which included production
equipment and agricultural inputs. The essence was to assess the
contribution of migration to assets which were used to create cash
directly or indirectly by creating items which could be later
converted into cash for the household. For example, shops create
cash directly by selling items to customers while power saws are
used to produce timbers which later are sold to create cash for
households. Production facilities included hand hoes, oxen
ploughs, power saws, sewing machines, shop/kiosk, pit saw
blades, spraying machines, milling machines, fishing equipment,
fertilizer distributors, planter & harvesting machines, incubators,
power tillers, animal feeding & milking machines, hand milling &
coffee pulping machines, fertilizers, improved seeds, herbicides
and pesticides.
In order to get insights of the contribution of migrants to the
ownership of particular production assets, respondents were
subjected to a couple of question. For production equipment
respondents were required to answer whether the household owns
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a certain asset and whether the migrant member(s) had contributed
to their acquisition. But for agricultural inputs, households were
required to answer whether in the past two seasons they had used
certain agricultural input and whether migrant member(s) had
contributed to their acquisition. The results showed that all 93
migrant households responded to own hand hoes, and there were
between one to seven hoes per households. This asset was the one
owned by all migrant households because most of them were
peasant farming households whose main farming implement was
hand hoes and also possibly due to its low purchase price as
compared to other farming equipment and the nature of farming
scale.
However, the results revealed that only six (6%) households out of
all 93 migrant households reported to have received contributions
from migrants for hoes acquisition. Moreover, four (14%) out of
29 households reported to have received migrant contributions for
purchasing fertilizers, while two (8%) out of 24 households
reported to have received migrant contributions for purchasing
improved seeds. The rest equipment and inputs were reported to
be used by households but no any contribution from migrant
members was obtained for their acquisition. These included Oxen
Ploughs (7 households), Power saws (4 households), Sewing
Machines (3 households), Shop/Kiosk (2 households), Pit saw
blades (2 households), Spraying Machines (1 household),
herbicides (3 households) and pesticides (2 Households). These
results were showing that rural-out migration had not made any
potential significant contribution to the acquisition and/or access
to production assets/facilities for the households. Therefore, this
meant that there were no potential for rural-out migration to
enhance the livelihoods of the rural households by contributing to
build up this component of capital asset of rural households.
Conclusion
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With respect to asset creation, accumulation and maintenance in
rural households and rural areas in totality, this study concludes
that rural-out migration to surveyed households had mostly
contributed to impoverish their asset base or portfolio instead of
improving them. And for this reason, the study has found
migration to have contradicting outcomes with other existing
empirical studies which have shown migration to have diverse
positive ways of enhancing households’ asset portfolio and thus
livelihoods enhancement. Some of the various positive ways that
earnings and remittances from migration can strengthen
livelihoods have been found to include; investment in land, or
land improvements, including reclaiming previously degraded
land (Tiffen et al, 1994 provided ‘The Machakos, Kenya Case
Study’ as one of the better-known examples of this); purchase of
cash inputs to agriculture (hired labour, disease control etc),
resulting in better cultivation practices and higher yields (Carter,
1997); investment in agricultural implements or machines (water
pumps, ploughs etc); investment in education, resulting in better
prospects for the next generation (Francis & Hoddinott, 1993;
Hoddinott, 1994); and investment in assets permitting local nonfarm income to be generated (bicycle taxi, motorbike, milling
machine, kiosk etc.(Ellis, 2003)).
Various sources of literature have indicated that, in order to move
out of poverty, poor households have to increase the assets (asset
portfolio) that they can deploy productively in order to generate
higher incomes. This study has acknowledged that numerous
studies have observed that moving out of poverty is a cumulative
process, often achieved in tiny increments. This meant that assets
are traded up in sequence, for example, chickens to goats, to
cattle, to land; or, cash from non-farm income to farm inputs to
higher farm income to land or to livestock (Ellis & Mdoe, 2003).
It is also well established that a critical constraint slowing down or
preventing such ‘virtuous spirals’ is the inability to borrow or to
generate cash (often discussed under the rubric of credit market
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failures). Earnings and remittances from migration therefore can
play a pivotal role in initiating and sustaining such cumulative
processes. Nor do the cash flows in order to do this have to be
large. In the context of so-called dollar-a-day poverty i.e. when
the poor are defined as those getting by on under the equivalent of
a dollar per day worth of consumption per person, very small
amounts of additional cash can make huge differences to the
options available to people to get a toehold on ladders out of
poverty.
Various empirical studies on migration have shown how various
researchers attempts to display the fundamental ways that
migration and remittances from it can help to reduce vulnerability
and poverty for people trying to put together adequate and
improving livelihoods. They tend to display that migration is
having more benefits to sending households and communities than
evil ones. The existing literature on migration very seldom
identifies negative attributes of migration and when they do, they
consider the adverse experiences of migrants themselves at
destinations such as weak social status, harassment, violence, debt
bondage, lack of redress against mistreatment by employers and
public officials (Ellis, 2003) as compared to the positive roles that
migration can play in reducing the vulnerability and poverty of the
resident group, as detailed above. None of the existing literatures
or studies apart from identifying the positive roles of migration
and the adverse effects of it to migrants, have attempted to explore
the negative attributes of migration to sending households as well
as sending communities. This study augments these studies by
identifying the negative outcomes of migration to sending
households as well as sending communities at large by examining
the contribution of migration on building up selected household
assets.
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The study also concludes that despite some of surveyed
households in the study areas do send out some of its members
elsewhere for earning additional income, none of the household
was found to have significantly benefited from migration and
remittances from it. None of the five household assets (human,
physical, financial, natural and social) studied were found to have
been significantly created, improved and/or maintained as a result
of the contributions from migration. More importantly, it was
found that, even though households have continued to practice
migration expecting that it would be economically helpful to the
sending households, this expectation has never been met.
Contrary to migrant households’ expectations, rural-out migration
was found to have more detrimental outcomes to sending
households as well as communities. Migration was found to be
associated with the spread of HIV/AIDS as result of family
abandonment by married migrants, school drop-outs,
underutilization of government funded development projects, and
reduced household/community productive human resource,
erosion of morals especially amongst the youths, increasing
number of orphans and children living in harsh conditions are
amongst the many detrimental effects of rural-out migration.
Even though in the literature there are evidences that migration
can contribute positively to the livelihoods of sending households
elsewhere, in Iringa Rural and Makete Districts, rural-out
migration did not seem to be of any good to these (migrant)
households. Respondents reported that the reasons why they keep
sending out household members while knowing that it will not
work for better, was due to the fact that during non-farm seasons
most human resource in the areas finds itself lying idle with less
opportunities to engage them, as a result they decide to let them
go. They think and believe that, by having a vast majority of idle
youths in the areas may render them vulnerable to bad social
behaviour such as theft, use of drugs, prostitution and so on. As a
result they decide to let them try their luck elsewhere though they
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know success history is not in their favour. For that case,
households in these areas choose to migrate not because it is the
next best alternative for their livelihoods it was rather chosen or
undertaken on the basis of “the lesser of two evils principle”. In
this case, surveyed households had two bad choices available to
them i.e. staying idle in the village or migrating out. In their
situation they saw that migrating was not as bad as staying idle.
As a result the lesser evil i.e. migrating-out was chosen instead of
staying in the villages the evil that was seen to be of greater threat
to households and the society at large. For this case, this study
strongly concludes that rural-out migration currently does not
seem to offer any potential as a households’ livelihood
diversification strategy, instead it offer more as a households’
“livelihoods devastation” strategy.
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IMPACT OF WORKING CAPITAL MANAGEMENT ON THE
PROFITABILITY OF SMEs IN TANZANIA
Mr. Deogratias Kibona, Assistant Lecturer, School of Business,
Mzumbe University, Tanzania
Abstract
A well designed and implemented working capital management is expected to
contribute positively to the SMEs profitability. The purpose of this paper is to
examine the relationship between working capital management and SMEs
profitability and determine the impact of working management on SMEs
profitability. The dependent variable, gross operating profit is used as a
measure of profitability and the relation between average collection period,
inventory conversion period, cash conversion cycle and average payment
period to the SMEs profitability is investigated for a sample of 38 Tanzanian
SMEs, using annual financial statements data analysis for the period 2006 –
2011. This study employs Regression analysis to determine the impact of
average collection period, inventory conversion period, cash conversion cycle
and average payment period on gross operating profit taking current ratio, size
of the firm, financial debt ratio as control variables. The results indicate that
there is a significant negative linear relationship between average collection
period, inventory conversion period and cash conversion cycle on one hand
and profitability on the other hand. There is also negative correlation between
average payment period and gross operating profit. The relationship between
two control variables viz; current ratio, financial debt ratio and gross
operating profit indicate the expected negative relationship whereas the firm
size indicate unexpected negative relationship.
KEY WORDS
Average collection period, Average payment period, Cash conversion cycle,
Inventory conversion cycle, SMEs Profitability
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1.0 Introduction
Small businesses are viewed as an essential element of a healthy
and vibrant economy in developing countries. They are seen as
vital to the promotion of an enterprise culture and to the creation
of jobs within the economy (Bolton Report, 1971). Small
Medium-Sized Enterprises (SMEs) are believed to provide a
momentum to the economic progress of developing countries and
its importance is gaining widespread recognition. In Mauritius the
SMEs occupy a central place in the economy, accounting for 90%
of business stock (those employing up to 50 employees) and
employing approximately 25% of private sector employees
(Wignaraja and O’Neil, 1999). Working capital management
plays a pivotal role in the efficient functioning of SMEs. Most of
the SMEs for their working capital funds depend on short term
financing like bank loans over drafts etc. However, given their
reliance on short-term funds, it has long been recognized that the
efficient management of working capital is crucial for the survival
and growth of small firms (Grablowsky, 1984; Pike and Pass,
1987).
Effective management of working capital facilitates the increase
the size of the business activities by increasing total sales
consequently increasing recycling of funds and generating higher
profitability. As against this, if management fails, it results into
long average collection period (ACP), inventory conversion, cash
conversion cycle and average payment period (APP), leading to
reduced recycling of funds, ultimately effecting profitability and
liquidity of the enterprises. A large number of business failures
have been attributed to inability of business managers to plan and
control properly the working capital of their respective firms. In
Tanzania very little have been done concerning working capital
management practices in SMEs. However SMEs in Tanzania
contribute significantly to employment creation, income
generation and stimulation of growth in both urban and rural
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areas, in-turn contributing to the development of the country as a
whole economically. MSEs employ more than 2.4 million people
(Nchimbi, 2003) while contributing about one third of the
Tanzanian GDP (IFC 2009) and about 20–30% of the labour force
(Mittah, 2009). Keeping this in view and wider recognition of the
potential contribution of SME sector to the economy of Tanzania,
it motivates to attempt a study on the impact of working capital
management on the profitability of SMEs in Tanzania.
The purpose of this study is to provide an econometric impact of
average collection period, inventory conversion period, cash
conversion cycle and average payment period on gross operating
profits of SMEs in Tanzania. The paper deals with presentation of
a review of the empirical literature, Methodology in terms of
sample size, data source, variables used measurement of variables
and estimation techniques. It also presents analysis and results of
the study, conclusion and suggestion for improvement and scope
for future research.
2.0 Literature Review
This study provides clear meaning of terms and concepts and also
reviews the findings of the previous researchers. This helps to
clearly identify the gap and therefore justify the need of doing the
study on the impact of working capital management on SMEs
profitability in Tanzania.
2.1 Conceptual Reviews
Concept of SMEs: According to the ministry of industry and
trade in Tanzania, small businesses are collectively defined under
nomenclature SMEs. SME is used to mean micro, small and
medium enterprises. It is sometimes referred to as micro, small
and medium enterprises (MSMEs). In Tanzanian context micro
enterprises are those engaging up to four people in most cases
family members or with an investment not exceeding 5 million
TSHs the majority of which fall under the informal sector. Small
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enterprises are mostly formalized undertakings engaging 5 to 49
employees or with capital investment of TSHs 5 million to TSHs
200 million. Medium enterprises employ about 50 to 99
employees and capital investment from about 200 to 800 million
TSHs (Tanzania SMEs policy 2002). This definition was used in
this work keeping in mind that the population of interest was
Tanzania SMEs.
Working capital (WC) is a financial metric which represents the
amount of current assets that have not been supplied by the
current, short term creditors (Van Horne (1977). Working capital
is one of the defining factors of business profitability and it has
four main elements; receivables, inventories, payables and cash
conversion cycle. Putting into consideration the four elements of
WC the firm’s profitability is influenced by the time required by
the firm to collect its receivables (Average collection period), time
required to convert inventory into cash (Inventory conversion
period), time required to pay the outstanding accounts (Average
payment period) and time required by the firm to circulate cash
(Cash conversion cycle). In this study the management of Average
collection period, Inventory conversion period, Average payment
period and Cash conversion cycle is expected to impact the SMEs
profitability.
Working Capital Management (WCM) is the administration of
current assets in the name of cash, marketable securities,
receivables and inventories (Van Horne (1977). This study based
on assessing the impact of each component of WCM on SMEs
profitability, the components of WCM are average collection
period (ACP), Average payment period (APP), Inventory
conversion period (ICP) and Cash conversion cycle (CCC). As
stated by Lazaridis and Tryfonidis (2006), Mansoori and
Muhammad (2012) and Mathuva (2010), Average collection
period is inversely proportional to profitability, this implies that
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if average collection period comparatively decreases over a
period of time it enables higher turnover in sales and increase in
profitability. And according to Charitou et.al. (2010), Nazir and
Afza (2009), Mohammad and Saad (2010) and Deloof (2003),
inventory conversion period is inversely proportional to
profitability i.e. when inventory conversion period relatively
decreases over a period of time it enables higher turnover in
sales and increase in profitability. On the other hand Padachi
(2006) and Nwaeze et.al. (2006) argued that average payment
period and cash conversion cycle are inversely proportional to
profitability, which implies that when average payment period
and cash conversion cycle decrease the profitability of a firm
increases and the vice versa is true.
2.2 Empirical Literature Review
Management of working capital was found to have a significant
impact on profitability in studies from different countries
Raheman and Nasr (2007) studied the effect of different variables
of working capital management including average collection
period, inventory turnover in days, average payment period, cash
conversion cycle, and current ratio on the net operating
profitability of Pakistani firms. They selected a sample of 94
Pakistani firms listed on Karachi Stock Exchange for a period of
six years from 1999 - 2004 and found a strong negative
relationship between variables of working capital management
and profitability of the firm. They found that as the cash
conversion cycle increases, it leads to decreasing profitability of
the firm and managers can create a positive value for the
shareholders by reducing the cash conversion cycle to a possible
minimum level.
Mathuva (2010) examined the influence of working capital
management components on corporate profitability by using a
sample of 30 firms listed on the Nairobi Stock Exchange (NSE)
for the periods 1993 to 2008. He used Pearson and Spearman’s
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correlations, the pooled ordinary least square (OLS), and the fixed
effects regression models to conduct data analysis. The key
findings of his study were that: i) there exists a highly significant
negative relationship between the time it takes for firms to collect
cash from their customers (accounts collection period) and
profitability, ii) there exists a highly significant positive
relationship between the period taken to convert inventories into
sales (the inventory conversion period) and profitability, and iii)
there exists a highly significant positive relationship between the
time it takes the firm to pay its creditors (average payment period)
and profitability.
Shin and Soenen (1998) researched the relationship between
working capital management and value creation for shareholders.
In their study, Shin and Soenen (1998) used net-trade cycle (NTC)
as a measure of working capital management. NTC is basically
equal to the cash conversion cycle (CCC) where all three
components are expressed as a percentage of sales. NTC may be a
proxy for additional working capital needs as a function of the
projected sales growth. They examined this relationship by using
correlation and regression analysis, by industry, and working
capital intensity. Using a COMPUSTAT sample of 58,985 firm
years covering the period 1975-1994, they found a strong negative
relationship between the length of the firm's net-trade cycle and its
profitability. Based on the findings, they suggested that one
possible way to create shareholder value was to reduce firm’s
NTC.
To test the relationship between working capital management and
corporate profitability, Deloof (2003) used a sample of 1,009 large
Belgian non-financial firms for a period of 1992-1996. By using
correlation and regression tests, he found significant negative
relationship between gross operating income and the number of
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days accounts receivable and inventories of Belgian firms. Based
on the study results, he suggested that managers can increase
corporate profitability by reducing the number of day’s accounts
receivable and inventories.
Garcia-Teruel and Martinez-Solano (2007) collected a panel of
8,872 small to medium-sized enterprises (SMEs) from Spain
covering the period 1996 - 2002. They tested the effects of
working capital management on SME profitability using the panel
data methodology. The results, which were robust to the presence
of endogeneity, demonstrated that managers could create value by
reducing their inventories and the number of days for which their
accounts are outstanding. Moreover, shortening the cash
conversion cycle also improves the firm's profitability.
Falope and Ajilore (2009) used a sample of 50 Nigerian quoted
non-financial firms for the period 1996-2005. Their study utilized
panel data econometrics in a pooled regression, where time-series
and cross-sectional observations were combined and estimated.
They found a significant negative relationship between net
operating profitability and the average collection period, inventory
turnover in days, average payment period and cash conversion
cycle for a sample of fifty Nigerian firms listed on the Nigerian
Stock Exchange. Furthermore, they found no significant variations
in the effects of working capital management between large and
small firms.
The results from above studies show that average collection
period, inventory conversion period and cash conversion cycle
have negative relationship with profitability, which means when
these three variables increase the profitability decreases and vice
versa. These studies have created a base for this paper where the
study has been done to test relationship between the three
independent variables and the dependent variable (Profitability)
among Tanzanian SMEs. On the other hand the reviewed studies
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have shown conflicting results on the relationship between
average payment period and profitability. While Mathuva (2010)
found positive relationship between average payment period and
profitability, Falope and Ajirole (2009) and Garcia-Teruel and
Martinez-Solano (2007) found negative relationship. This has
motivated the author of this paper to study on the impact of
elements of working capital on SMEs profitability in Tanzania.
3.0 Methodology
The study was done through a sample of 38 SMEs from two prime
regions of Tanzania. It consisted 18 SMEs from Morogoro and 28
SMEs from Dar Es Salaam. Data was obtained from the financial
statements of the selected SMEs for a period of five years from
31st March 2006 to March 2011. Apart from annual reports,
required relevant data is sourced from websites.
3.1 Key Research Variables
The key variables used in identifying the impact of receivables
and payables management on profitability of SMEs of Tanzania
include average collection period, average payment period, gross
operating profit, current ratio, firm size and financial debt ratio.
The independent variables are average collection period and
average payment period and dependent variable is gross operating
profit. The remaining are control variables. The type, expected
coefficient sign and rationale or relationship between dependent
and independent and control variables are shown in the following
table followed by explanation of relationships
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Table 3.1: Key variables and the expected impact on Gross
Operating Profit (GOP)
Variable

Type

Expected
coefficient
sign
Negative

Rationale

Average collection period
(ACP)

Independent
variable

Inventory conversion
period (ICP)

Independent
variable

Negative

ICP↑⇒GOP↓

Cash conversion cycle
(CCC)
Average payment period
(APP)
The current ratio (CR)

Independent
variable
Independent
variable
Control variable

Negative

ICP↑⇒GOP↓

positive

APP↑⇒ GOP ↑

Positive

CR ↑⇒ GOP ↑

Firm size (FS)

Control variable

Positive

FS ↑⇒ GOP ↑

Financial Debt Ratio
(FDR)

Control variable

Positive

FDR↑⇒GOP ↑

ACP↑⇒GOP↓

Independent variable
An independent variable is the variable which the researcher has
control over, what he/she can choose and manipulate (Leroy
2011). It is usually what the researcher think will affect the
dependent variable. In some cases, the researcher may not be able
to manipulate the independent variable. It may be something that
is already there and is fixed, something he/she would like to
evaluate with respect to how it affects something else, the
dependent variable. In this study the independent variables are the
Average collection period (ACP), Inventory conversion period
(ICP), Cash conversion cycle (CCC) and Average payment period
(APP)
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Dependent variable
A dependent variable is what the researcher measures in the
experiment and what is affected during the experiment (Leroy
2011). It is dependent because it “depends” on the variations in
independent variable. In this study the gross operating profit ratio
(GOP) is used as the measure of Profitability of the firm and
therefore it is the dependent variable in the study. The reason for
using this variable is because the study aimed to associate the
company’s operating ‘success’ or ‘failure’ with an operating ratio
and relate this variable with other operating variables .
Control variables
A control variable is the variable that is held constant in order to
assess or clarify the relationship between two variables (Trimpe
2003). A control variable is not the independent variable in an
experiment but it may affect the outcome of an experiment. It
refers to the variable that is fixed or eliminated in order to clearly
identify the relationship between an independent variable and a
dependent variable. In this study the control variables were; the
current ratio (CR), financial debt ratio (FDR) and Firm size (FS).
3.2 Variable Measurements
The following below are the measures pertaining Inventory
management and SMEs profitability:
No. of Days A/R = (Accounts Receivables/Sales) x 365
No. of Days A/P = (Accounts Payables/Cost of Goods Sold) x 365
No. of Days Inventory = (Inventory/Cost of Goods Sold) x 365
Cash Conversion Cycle = (No. of Days A/R + No. of Days
Inventory) – No. of Days A/P
Firm Size = Natural Logarithm of Sales
Financial Debt Ratio = (Short-Term Loans + Long-Term
Loans)/Total Assets
Current Ratio = Current Assets/Current liabilities
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GOP = (Sales - Cost of Goods Sold) / (Total Assets - Financial
Assets)
3.3 Estimation Technique (Regression Analysis)
Regression model is used to predict one variable (dependent
variable) from one or more other variables (independent
variables). In this part the researcher presented the empirical
findings on the relationship between average collection period,
inventory conversion period, cash conversion cycle and average
payment period on one hand and profitability of the Tanzanian
SMEs on the other hand. To investigate the impact of average
collection period, inventory conversion period, cash conversion
cycle and average payment period on profitability, the four
models used for the regressions analysis are expressed generally
as
1.
2.
3.
4.

GOP = ƒ (ACP, CR, FS, FDR,)
GOP = ƒ (ACP, CR, FS, FDR,)
GOP = ƒ (ICP, CR, FS, FDR,)
GOP = ƒ (CCC, CR, FS, FDR,)

Regression Model one
ACP – Average collection period influences the GOP in a
negative way i.e. as the number of days increases, the GOP
decreases and the vice versa is true. In this model the ACP
coefficient was negative (-ve)
GOP = α0 + α1CRit + α2FSit + α3FDR it + α4ACPit
Regression Model two
ICP – Inventory Conversion Period influences the GOP in a
negative way i.e. as the number of days in the ICP increases the
GOP decreases and the vice versa is true. In this model the
coefficient of ICP was negative (-ve)
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GOP = α0 + α1CRit + α2FSit + α3FDR it + α4ICPit
Regression Model three
APP – Average payment period influences the GOP in a positive
way i.e. as the number of days increases, the GOP also increases
and the vice versa is true. The APP coefficient was positive
GOP = α0 + α1CRit + α2FSit + α3FDR it + α4APP
Regression model four
CCC – Cash Conversion Cycle influences the GOP in a negative
way i.e. as the length of the cash conversion cycle increases the
GOP decreases and the vice versa. In this model the coefficient of
CCC is negative (-ve)
GOP = α0 + α1CRit + α2FSit + α3FDR it+ α4CCCit
In all the above regression models, the subscript “i” denotes
number of observations and the subscript “t” denotes the
number of years i.e. 5 years.
α0, α1, α2, and α3 are regression parameters which stand for the
coefficients of the independent variables
α4 in model one, two, three and four stands for ACP, ICP, APP
and CCC respectively
CR is the current ratio
FS is the firm size
FDR is the financial debt ratio
4.0 PRESENTATION OF FINDINGS
The variables were calculated using balance sheet (book) values.
The book value was used because the firms did not provide any
market value related to the variables that were used in this study.
In addition, the measurement of profitability could only be based
on income statement values, not on so called market values. The
explanatory variables are all firm specific quantities and there is
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no way to measure these variables in terms of their market value.
And also when market values are considered in such studies, the
knowledge of the date for which the market value refers becomes
unsolvable challenge. This is rather subjective; hence book values
were put into the use. The findings are enumerated from two
points of view a) descriptive analysis in terms of mean, standard
deviation and correlations and b) applying multiple regressions
(OLS).
4.1 Descriptive Analysis
Descriptive analysis shows the mean and standard deviation of the
different variables of interest in the study. It also presents the
minimum and maximum values of the variables that help in
getting a picture about the maximum and minimum values a
variable can achieve.
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Table 4.1 Descriptive Statistics of Variables (2006-2011).
N

Range

Minimum Maximum

Mean

Std. Deviation Variance

GOP

38

1.38

0.07

1.45

0.6932

0.34529

0.119

ACP

38

232.42

1.18

233.60

65.9274

59.51356

3541.864

ICP

38

337.29

0.00

337.29

124.1339

77.68863

6035.524

APP

38

364.62

0.48

365.10

93.8024

85.46713

7304.630

CCC

38

277.50

3.65

281.15

93.6108

75.00486

5625.730

CR

38

19.45

0.06

19.51

4.6392

6.04419

36.532

FDR

38

2.14

0.00

2.14

0.6163

0.49987

0.250

SIZE

38

6.12

15.94

22.06

19.1642

1.57545

2.482

The following observations can be made from the table which was
prepared on the basis five year data from 2006-2011 for 38 SMEs.
The average financial debt ratio is 61.6%
The average current ratio is 4.6
The average size of SMEs recorded the logarithm of sales at
19.16.
The credit period granted by SMEs to their customers ranged at
65.93 days
The average payable period is 93.80 days
Inventory took on an average 124.13 days to be sold.
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Firms that were included in the sample had an average of 69.3%
gross operating profit.
The average CCC of all was 93.61 days; the maximum ACP
recorded was 233.60 days
The minimum ACP recorded was 1.18 days
The maximum ICP recorded was 337.29 days
The minimum ICP was zero days.
The maximum APP recorded was 365.10 days
The minimum APP was 0.48 days
The maximum CCC recorded was 285.15 days while the
minimum was 3.65 days
4.2 Correlation between Variables
An attempt is made here to find the relationship between
independent variables and dependent variable used in the model
given in the methodology chapter so as to know the direction of
the impact of components of working capital on the profitability
of the SMEs.. For the purpose, Pearson’s Coefficient of
correlation analysis is applied to find the relationship between the
effect of management of independent variables of working capital
and gross operating profit (SMEs’ profitability). The study
analysis and results are presented hereunder objective wise i.e the
relationship between ACP and GOP; ICP and GOP; APP and
GOP and CCC and GOP.
Relationship between ACP and GOP
As stated in review of literature, if average collection period
comparatively decreases over a period of time it enables higher
turnover in sales and increase in GOP reflecting effective use of
investment made on receivables. Hence the expected relationship
should be negative. In addition the relationship between GOP and
control variables as well as ACP and control variables is also
calculated. This is because change in ACP impacts control
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variables like CR.FDR.SIZE. The calculated relationship between
these two variables along with control variables is presented in the
following table.
Table 4.2 Correlation between ACP, control variables and
GOP

GOP
CR
FDR

GOP

CR

FDR

SIZE

ACP

1.000

-0.130

0.294

-0.089

-0.176

1.000

-0.542

0.008

-0.290

1.000

-0.063

0.281

1.000

-0.220

SIZE
ACP

1.000

From the analysis of the above table the following observations
can be made:
The correlation between ACP and GOP is -0.176 which indicates
that decrease in ACP results into increase in GOP and vice versa.
This it is as per the expected relationship. The correlation between
ACP and CR is -0.290, which indicates that decrease in ACP is
resulting into increase in CR and vice versa. This it is as per the
expected relationship. The correlation between ACP and FDR is
0.281, which indicates that decrease in ACP is resulting into
decrease in FDR and vice versa. This it is as per the expected
relationship. The correlation between ACP and SIZE is -0.220,
which indicates that decrease in ACP is resulting into increase in
SIZE and vice versa. This it is as per the expected relationship.
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Relationship between ICP and GOP
As stated with other researchers, if inventory conversion period
relatively decreases over a period of time it enables higher
turnover in sales and increase in GOP reflecting effective use of
investment made on inventories. Hence the expected relationship
should be negative. In addition the relationship between GOP and
control variables as well as ICP and control variables is also
calculated. This is because change in ICP impacts control
variables like CR.FDR.SIZE. The calculated relationship between
these two variables along with control variables is presented in the
following table.
Table 4.3 Correlation between ICP, control variables and
GOP

GOP
CR
FDR
SIZE
ICP

GOP

CR

FDR

SIZE

ICP

1.000

-0.130

0.294

-0.089

-0.394

1.000

-0.542

0.008

0.048

1.000

-0.063

-0.080

1.000

-0.130
1.000

From the analysis of the above table the following observations
can be made:
The correlation between ICP and GOP is -0.394, this shows that
decrease in ICP is resulting into increase in GOP and vice versa.
This is as per the expected relationship. The correlation between
ICP and CR is 0.048, this shows that decrease in ICP is resulting
into decrease in CR and vice versa. This is as per the expected
relationship. The correlation between ICP and FDR is -0.080, this
indicates that when ICP decreases, the FDR increases and vice
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versa. This is unexpected relationship, but it might be implying
that the managers have failed to use effectively the resources
generated due to decreased ICP in reducing debts. The correlation
between ICP and SIZE is -0.130, which indicates that decrease in
ICP is resulting into increase in SIZE and vice versa. This is as
per the expected relationship.
Relationship between APP and GOP
As stated in review of literature, if average payment period
comparatively decreases over a period of time it leads to increase
in GOP reflecting effective use of investment made on payables.
Hence the expected relationship should be negative. In addition
the relationship between GOP and control variables as well as
APP and control variables is also calculated. This is because
change in APP impacts control variables like CR.FDR.SIZE. The
calculated relationship between these two variables along with
control variables is presented in the following table.
Table 4.4 Correlation between APP, control variables and
GOP

GOP
CR
FDR

GOP

CR

FDR

SIZE

APP

1.000

-0.130

0.294

-0.089

-0.051

1.000

-0.542

0.008

-0.343

1.000

-0.063

0.336

1.000

-0.175

SIZE
APP

1.000
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From the analysis of the above table the following observations
can be made:
The correlation between APP and GOP is -0.051 which indicates
that decrease in APP is resulting into increase in GOP and vice
versa. The correlation between APP and CR is -0.343, which
indicates that decrease in APP is resulting into increase in CR and
vice versa. The correlation between APP and FDR is 0.336, which
indicates that decrease in APP is resulting into decrease in FDR
and vice versa. The correlation between APP and SIZE is -0.220,
which indicates that decrease in APP is resulting into increase in
SIZE and vice versa. All these observations are as per the
expected relationship.
Relationship between CCC and GOP
As stated in review of literature, if cash conversion cycle
comparatively decreases over a period of time it enables higher
turnover in sales and increase in GOP reflecting effective use of
investment made on receivables. Hence the expected relationship
should be negative. In addition the relationship between GOP and
control variables as well as CCC and control variables is also
calculated. This is because change in CCC impacts control
variables like CR.FDR.SIZE. The calculated relationship between
these two variables along with control variables is presented in the
following table.
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Table 4.5 Correlation between CCC, control variables
and GOP

GOP
CR
FDR

GOP

CR

FDR

SIZE

CCC

1.000

-0.130

0.294

-0.089

-0.440

1.000

-0.542

0.008

0.166

1.000

-0.063

-0.198

1.000

-0.120

SIZE
CCC

1.000

From the analysis of the above table the following observations
can be made:
The correlation between CCC and GOP is -0.440 which indicates
that decrease in CCC is resulting into increase in GOP and vice
versa. This it is as per the expected relationship. The correlation
between CCC and CR is 0.166, which indicates that decrease in
CCC is resulting into decrease in CR and vice versa. This it is as
per the expected relationship. The correlation between CCC and
FDR is -0.198, which indicates that increase in CCC is resulting
into decrease in FDR and vice versa. This it is as per the expected
relationship. The correlation between CCC and SIZE is -0.120,
which indicates that decrease in APP is resulting into increase in
SIZE and vice versa. This it is as per the expected relationship.
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4.3 Multiple Regressions Analysis
In this section, the empirical findings on the relationship between
working capital management and profitability of the Tanzanian
SMEs were presented. Each of the four components of WCM was
treated independently along with the control variables. Four
regression models were employed and below are the results
obtained
Impact of ACP on GOP
As the other reviewed researchers’ findings stated; if average
collection period comparatively decreases over a period of time
the GOP would increase. Therefore the expected relationship
should be negative. The relationship between GOP and control
variables as well as ACP and control variables was calculated
using multiple regressions. The calculated relationship between
these two variables along with control variables is presented in the
following table.
Table 4.6 OLS Regression estimates on impact of ACP on
GOP
R2 = 0.177, F = 1.769

Model
(Constant)
CR

Unstandardized
Coefficients
B
Std.
Error
1.234
0.716

Standardized
Coefficients
Beta

t

Sig.

Co linearity
Statistics
Tolerance VIF

1.723 0.094

-1.407E-03

0.011

-0.025

-0.129 0.898

0.682

1.465

FDR

0.249

0.132

0.361

1.894 0.067

0.688

1.453

SIZE

-2.962E-02

0.036

-0.135

-0.833 0.411

0.947

1.056

ACP

-1.824E-03

0.001

-0.314

-1.836 0.075

0.851

1.175

The following observations can be made from the table:
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The coefficient of ACP in the regression was -0.314 which
implies that an increase in the number of days of accounts
receivable by 1 day is associated with a decrease in profitability
by 31.4%. In other way round, when the ACP decreases by one
day then the profitability increases by 31.4%. The regression
coefficient of CR was -0.025, which implies that an increase in
CR by 1 is associated with a decrease in profitability by 2.5% and
vice versa. However the influence of CR on GOP (profitability) is
low. The coefficient of FDR in the regression was 0.361 which
implies that an increase in FDR by 1 is associated with an increase
in profitability by 36.1%. In other way round, when the FDR
decreases by 1 then the profitability decreases by 36.1%
The regression coefficient of SIZE was -0.135, which implies that
an increase in SIZE by 1 is associated with a decrease in
profitability by 13.5% and vice versa. However this is unexpected
relationship which may be a result of management failure in the
firms. The VIF ranged from 1.056 to 1.465, starting from SIZE =
1.056, ACP = 1.175, FDR = 1.453 to CR = 1.465. This implied
that each variable had some correlations with other independent
variables. The tolerance range from 0.682 to 0.987, where CR =
0.682, FDR = 0.688, ACP = 0.851 and SIZE = 0.987. This implies
that there was no problem of Multicollinearity. It should be kept
in mind that Multicollinearity problem is observed when the
tolerance is less than 0.1
The ascertained regression equation is:
GOP = 1.23– 0.135LnS + 0.361FDR – 0.025CR– 0.314ACP
In this multiple regressions other tests were used; the R square test
(R2 ) and the F-test. The R2 found to be = 0.177, which implies
that impact of the independent and control variables included in
the model on GOP was weak. The impact of ACP and the control
variables included in the model was only 17.7%, the rest 82.3% of
the impact on GOP was due to other factors out of the model.
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The F – test was 1.769 which indicates that the significance of the
model was low. The F – test shows the existence of linear
relationship between the independent and dependent variable.
Impact of ICP on GOP
When the researcher used the Inventory conversion period (ICP)
as the proxy for working capital management along with control
variables the coefficient of the variable ICP was negative. The
regression results were as shown in the table below:
Table 4.7 OLS Regression estimates on impact of ICP on GOP
R2 = 0.241, F = 2.614
Unstandardised
Coefficients

Standardised
Coefficients

t

Sig.

Collinearity
Statistics

Model
B

Std. Error

1.294

0.681

2.258E-03

0.010

0.040

FDR

0.191

0.125

SIZE

-2.684E-02

ICP

-1.732E-03

1
(Constant)
CR

Beta

Tolerance

VIF

0.219 0.828

0.705

1.418

0.276

1.523 0.137

0.699

1.431

0.034

-0.122

-0.798 0.431

0.977

1.024

0.001

-0.390

-2.537 0.016

0.975

1.025

1.902 0.066

The following observations can be made from the table:
The coefficient of ICP was negative (= -0.390). This implied that
when the ICP decreases by 1 day then the profitability increases
by 39%. The regression coefficient of CR was 0.040, which
implies that an increase in CR by 1 is associated with an increase
in profitability by 4% and vice versa. The coefficient of FDR in
the regression was 0.276 which implies that an increase in FDR
by 1 is associated with an increase in profitability by 27.6%. In
other way round, when the FDR decreases by 1 then the
profitability decreases by 27.6%.
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The regression coefficient of SIZE was -0.122, which implies that
an increase in SIZE by 1 is associated with a decrease in
profitability by 12.2% and vice versa. However this is unexpected
relationship which may be due to the inefficiency of SMEs
resources management. The VIF ranged from 1.024 to 1.431,
starting from SIZE = 1.024, ICP = 1.025, CR = 1.418 to FDR =
1.431. This implied that each variable had some correlations with
other independent variables. The tolerance range from 0.699 to
0.977, where FDR = 0.699, CR = 0.705, ICP = 0.975 and SIZE =
0.977. This implies that there was no problem of
Multicollinearity. It should be kept in mind that Multicollinearity
problem is observed when the tolerance is less than 0.1
The regression equation is:
GOP = 1.294 - 0.122LnS + 0.276 FDR + 0.04CR– 0.39ICP
In this multiple regressions other tests were used; the R square test
(R2 ) and the F-test. The R2 found to be = 0.241, which implies
that impact of the independent and control variables included in
the model on GOP was weak. The impact of ICP and the control
variables included in the model was only 24.1%, the rest 75.9% of
the impact on GOP was due to other factors out of the model
The F – test was 2.614 which indicate that the significance of this
model was at least higher in ICP regression than in ACP
regression model. The F – test shows the existence of linear
relationship between the independent and dependent variable.
Impact of APP on GOP
When the researcher used the Average payment period (APP) as
the proxy for working capital management along with control
variables the coefficient of the variable APP was negative
although its impact on GOP was insignificant. The regression
results were as shown in the table below:
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Table 4.8 OLS Regression estimates on impact of APP on
GOP
R2 = 0.121, F = 1.136
Unstandardized
Coefficients

Standardized
Coefficients

t

Sig.

Co linearity
Statistics

Model
B

Std. Error

Beta

Tolerance

VIF

1.035

0.731

-2.658E-04

0.011

-0.005

-0.023 0.981

0.674

1.484

0.240

0.137

0.348

1.757

0.088

0.680

1.471

-2.182E-02

0.036

-0.100

-0.599 0.553

0.965

1.036

-7.525E-04

0.001

-0.186

-1.037 0.307

0.825

1.212

1.417

0.166

(Constant)
CR
FDR
SIZE
APP

The following observations can be made from the table:
The coefficient of APP was negative (-0.186). This implied that
when the APP decreases by 1 day then the profitability increases
by 18.6%. This is too small to show any notable impact, in other
ways it was insignificant. The regression coefficient of CR was 0.005, which implies that an increase in CR by 1 is associated
with a decrease in profitability by 0.5% and vice versa.
Nevertheless this influence of CR on GOP (profitability) is too
low and therefore its impact is almost insignificant. The
coefficient of FDR in the regression was 0.348 which implies that
an increase in FDR by 1 is associated with an increase in
profitability by 34.8%. In other way round, when the FDR
decreases by 1 then the profitability decreases by 34.8%.
The regression coefficient of SIZE was -0.1, which implies that an
increase in SIZE by 1 is associated with a decrease in profitability
by 10% and vice versa. However this is unexpected relationship
which may be a result of poor business management. The VIF
ranged from 1.036 to 1.484, starting from SIZE = 1.036, APP =
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1.212, FDR = 1.471 to CR = 1.484. This implies that each
variable had some correlations with other independent variables.
The tolerance range from 0.674 to 0.965, where CR = 0.674, FDR
= 0.680, APP = 0.825 and SIZE = 0.965. This implies that there
was no problem of Multicollinearity.
The regression equation is:
GOP =1.035 + 0.348 FDR–0.1LnS – 0.005CR– 0.186APP
In this multiple regressions other tests were used; the R square test
(R2 ) and the F-test. The R2 found to be = 0.121, which implies
that impact of the independent and control variables included in
the model on GOP was very poor. APP and the control variables
included in the model had impacted the GOP by only 12.1%, the
rest 87.9% of the impact on GOP was due to other factors out of
the model
The F – test was 1.136 which indicates that the significance of the
model was almost negligible. The F – test shows the existence of
linear relationship between the independent and dependent
variable.
Impact of CCC on GOP (SMEs profitability)
When the researcher used the cash conversion cycle (CCC) as the
proxy for working capital management along with control
variables the coefficient of the variable CCC was negative. The
regression results were as shown in the table below:
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Table 4.9 OLS Regression estimates on Impact of CCC on
GOP
R2 = 0.257, F = 2.855
Unstandardized
Coefficients

Standardized
Coefficients

T

Sig.

Co linearity
Statistics

Model
B

Std. Error

1.276

0.669

4.102E-03

0.010

0.167

Beta

Tolerance VIF
1.906

0.065

0.072

0.401

0.691

0.702

1.424

0.125

0.242

1.339

0.190

0.689

1.452

-2.734E-02

0.033

-0.125

-0.822

0.417

0.977

1.023

-1.928E-03

0.001

-0.419

-2.704

0.011

0.939

1.065

(Constant)
CR
FDR
SIZE
CCC

The following observations can be made from the table:
The coefficient of CCC was negative (α = -0.419). This means
that when the CCC decreases by 1 day then the profitability
increases by 41.9% and on the other hand when CCC increases by
one day the profitability decreases by 41.9%. The regression
coefficient of CR was -0.072, which implies that an increase in
CR by 1 is associated with a decrease in profitability by 7.2% and
vice versa. The coefficient of FDR in the regression was 0.242
which implies that an increase in FDR by 1 is associated with an
increase in profitability by 24.2%. In other hand, when the FDR
decreases by 1 then the profitability decreases by 24.2%. The
regression coefficient of SIZE was -0.125, which implies that an
increase in SIZE by 1 is associated with a decrease in profitability
by 12.5% and vice versa. However this is unexpected relationship
which may be a result of poor business management.
The VIF ranged from 1.023 to 1.452, starting from SIZE = 1.023,
CCC = 1.065, CR = 1.424 to FDR = 1.452. This implies that each
variable had some correlations with other independent variables.
The tolerance range from 0.689 to 0.977, where FDR = 0.689, CR
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= 0.702, CCC = 0.939 and SIZE = 0.977. This implies that there
was no problem of Multicollinearity.
The regression equation is:
GOP = 1.276 + 0.167 FDR–0.027LnS – 0.004CR – 0.002CCC
In this multiple regressions other tests were used; the R square test
(R2) and the F-test. The R2 found to be = 0.257, which implies that
impact of the independent and control variables included in the
model on GOP was very poor. APP and the control variables
included in the model had impacted the GOP by only 12.1%, the
rest 87.9% of the impact on GOP was due to other factors out of
the model
The F – test was 2.855 which indicate that this model was
significant and implying that there was a linear relationship
between the independent and dependent variable.
5.0 Conclusions and Suggestions
Previous researches predicted negative relationship between
average days of accounts receivables and SMEs profitability. The
results of this research are in line with the previous findings. The
findings indicate that average collection period has an inverse
relationship with SMEs profitability i.e. when the ACP days
increase the profitability of firms decreases and vice versa. These
results complied with those from studies by Raheman and Nasr
(2007), Deloof (2003), Garcia-Teruel and Martinez-Solano (2007)
and Falope and Ajilore (2009) who found negative relationship
between ACP and profitability of firms.
The researcher found negative relationship between ICP and GOP
(profitability). The results comply with other studies done by
Raheman and Nasr (2007), Deloof (2003), Garcia-Teruel and
Martinez-Solano (2007) and Falope and Ajilore (2009) who found
the negative relationship between ICP and profitability.
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On the other hand the coefficient for accounts payable days was
negative, it confirmed the negative correlation between SMEs
profitability (GOP) and the number of days accounts payable
(APP). This implies that less profitable firms take longer to settle
payment to creditors. So when profitability falls, less cash is
generated from operations and SMEs choose to postpone
payments to creditors for survival. The results comply with the
studies done by Falope and Ajilore (2009) and Raheman and Nasr
(2007) who found negative relationship between APP and
Profitability.
Previous theoretical researches predicted negative relationship
between cash conversion cycle and SMEs profitability. In the
regression model (4) it was found that; CCC had a negative
relationship with GOP (profitability) which implies that
profitability decreases with the cash conversion cycle. This means
that SMEs owner-managers can increase profits by shortening
their cash conversion cycle. The results comply with the studies’
results done by Raheman and Nasr (2007), Shin and Soenen
(1998), Garcia-Teruel and Martinez-Solano (2007) and Falope
and Ajilore (2009)
Finally the firm size, current ratio and financial debt ratio are the
variables which appear in all four regression model as control
variables. In all four regression models it was found that, the
firms’ profitability as measured by GOP has a positive
relationship with financial debt ratio. This implied that
profitability increases with increase in financial debt ratio.
Furthermore in this study the impact of firm size and current ratio
on the GOP was insignificant i.e. size and CR had no reasonable
and notable impact on the profitability.
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Suggestions for improvement:
The lack of knowledge in financial management to the owner
managers of SMEs, which was endorsed by many studies, is yet to
be addressed by the government
Too much resource tied up in Inventories and receivables
consequently failing to pay suppliers and other related
commitments.
Proper financial management education and training facility
initiated by government and financing bodies may help them to
address the problem of inventory management.
The managements should concentrate on reducing the present ICP
of more than 4 months and ACP of about 2 months so as to
improve the financial performance.
6.0 Scope for further Research
Future research should investigate generalization of the findings
beyond the Tanzanian SMEs. The scope of further research may
be extended to the working capital components management
including cash, marketable securities, receivables, and inventory
management and to the different sectors such as Manufacturing,
trading, service and agriculture. Further more the scope should be
extended to industries like food processing, milling, poultry and
even farming just to mention some of them
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ANALYSIS OF INFLATION ON EXPORT
PERFORMANCE IN TANZANIA:
GRANGER - CAUSALITY ANALYSIS
Abstract
The objective of this study was to determine empirically the causal relationship
between inflation and export in Tanzania. Annual time series data covering the
period between 1971 and 2012 was used. The Augmented Dickey Fuller (ADF)
test was conducted to find the existence of unit root in each of the time series
variables and the maximal order of integration (d) for both variables and it was
found that there was no unit root. The Engle and Granger test and Johansen’s
Cointegration test were used to test for cointegration and it was revealed that
there was no long-run relationship between the variables.
Furthermore, the directions of causality between the two variables were studied
based on the Granger Causality test and found that there was one way causality
from export to inflation (i.e. Export granger-cause Inflation). The study
therefore, proved that there was unidirection causality from export to inflation
in Tanzania for the period from 1971 to 2012.
Key Words:
Inflation (Average consumer prices),
Cointegration, and Granger Causality.
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1.0 Introduction
Inflation is a sustained increase in the general price level of a
national economy measured either at the retail or wholesale level.
The annual rate of change in this price level, commonly expressed
in index numbers, is the inflation rate (Houck, 2001). Gokal and
Hanif, (2004) found that inflation not only reduces the level of
business investment, but also the efficiency with which productive
factors are put to use.
According to the Economic and Social Research Foundation
(ESRF) (2009), Tanzanian economy continued to experience
inflationary pressures originating from the lagged effects of
soaring world oil prices in 2007 and 2008, compounded by severe
food supply shocks in the region and poor short rains in some
areas of Tanzania in the first half of 2009. During this period the
annual inflation rate reached a peak at 13.5 percent in December,
2008 which was driven by food inflation of 18.6 percent while
non-food inflation was at 6.0 percent. Moreover, in May, 2011
Kagira (2011) shows that Tanzania put export bans which have
been motivated by concerns relating to food security, where the
Government issues export restriction to safeguard the economy
from depleting its foods stock. It had halted food exports to tame
rising prices of staple goods, which have pushed its inflation rate
higher for six consecutive months. Tanzania’s inflation rose to 8.6
per cent in April, 2011 from 8.0 per cent in March, 2011 on higher
food and fuel prices, reflecting rising inflation across east Africa.
Furthermore, Kagira (2011) noted that export ban has impact for
instance in Sumbawanga, before export ban prices were higher.
For example price were 35,000/= to 38,000/= per bag of maize at
farmers residence but following export ban closure the price is
25,000/= per bag at farmers residence and 35,000/= per bag at
National Food Reserve Authority (NFRA). In other development,
following cross border trade ban on maize from Tanzania, price of
one bag of maize in Democratic Republic of Congo (DRC) has
gone up to Tsh 80,000 - 100,000 of which farmers in Rukwa
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region would have benefited since the ban does not guarantee
food security to fellow Tanzanian since cost of transport is
prohibitive because of poor road network.
Following a study by Prachowny (1970), one of the alleged costs
of inflation is loss of competitiveness in international markets if
the rate of change of prices is higher in domestic country than in
the rest of the world. This external cost of inflation is severe for
countries which rely heavily on foreign markets.
Since 1966 the trend of inflation in Tanzania shows inflation has
always been a two-digit. According to Solomon and Wet (2004),
inflation in the 1970s has been limited to fluctuate between 10 per
cent and 20 per cent. At the end of the 1970s and the beginning of
1980s, a radical increase was recorded. Inflation rose to the level
of 30 percent. It stabilised at this level, only dropping to 20 per
cent at the end of 1980s.
The government of Tanzania's strategy for reducing inflation and
increasing economic growth has, since 1986, focused on tight
monetary policy and increased output production. According to
Kilindo (1997) these strategies were formulated followed
recognition of the perverse impact of the inflation on output and
productivity, purchasing power of wages, balance of payments,
real interest rates and government fiscal operations. The combined
effects of these reforms have generally had a positive impact on
the economy.
2.0 Literature Review
2.1 Inflation and Export
Various studies show that there is less agreement about the precise
relationship between inflation and export performance, and the
mechanism by which inflation affects economic activity at the
macroeconomic level which creates significant debate both
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theoretically and empirically. According to Gylfason (1998), high
inflation may be a symptom of economic mismanagement,
imperfect institutions, and other factors that together help
undermine export performance and economic growth. Rapid
inflation can retard exports and growth through one or all of these
channels. Furthermore, Houck (2001) examined that with fixed
exchange rates, the exports of the rapidly-inflating nation would
tend to dwindle, and their imports would tend to rise. However, if
a time lag exists in the rate at which exchange values adjust in
response to differential inflation, then the nation with the more
rapid inflation will find its exports slipping and its imports rising.
Because the value of its currency will not be falling fast enough to
maintain equal commodity price relatives. However, Edwards
(1985) empirically examine that a resource-based export boom
will typically result in a balance of payments surplus and in the
accumulation of international reserves. If this increase in reserves
is not sterilized, the monetary base will increase and an excess
supply of money may develop and the final effect will be
inflation. Thus, commodity export booms generate short run
increases in inflation. Study by Prachowny (1970) in six
developed countries explore that both the theoretical conclusions
and empirical evidence point to the possibility that aggregate
export prices rise more slowly than GNP prices if the inflation is
cost push or domestic demand-pull, with opposite results for
foreign demand-pull inflation.
Since, there was limited literature on the link between inflation
and export in Tanzania, and still there was no clear agreement
between scholars about inflation and export relationship. This
study therefore embarks on this analysis to empirically determine
the relationship between inflation and export for Tanzania from
1971 to 2012.
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2.2 Conceptual Framework
The conceptual framework in Figure 1.0 shows the link that exists
between Inflation and Export.

Figure 1: Conceptual framework

Figure 1 depicts that; inflation can lead to uncertainty about the
future profitability of investment projects. This leads to more
conservative investment strategies than would otherwise be the
case, ultimately leading to lower levels of investment and
economic growth. Inflation may also reduce a country’s
international competitiveness, by making its exports relatively
more expensive, thus leads to worsening of balance of payments
and ultimately low economic growth. When inflation is higher, it
implies that more money is used to fetch few goods, this leads to
low saving rate thus little money available for investment
purposes. This situation leads to failure of many enterprises and
fall of productivity hence few outputs for export.
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For the case of export, as it increases lead to promotion of
investment and increase of job opportunities. Furthermore, export
cause transfer of technology and skills from advanced countries to
least advanced countries which results to more production hence
balance of payment (BOP) improvement.
2.3 Theoretical Framework
This study employed two econometric models in the procedure
followed by Ahmed and Mortaza (2005). The first econometric
model examined the short-run and long-run relationship between
inflation and export by applying the Johansen (1990)
cointegration test and the associated Error Correction Model
(ECM) and the second applied the Granger causality test to
determine the direction of causality between the two variables of
inflation and export.
3.0 Data and Methodology
3.1 Data
The relationship between inflation and export was captured.
Average consumer prices were used as a proxy for inflation while
export growth rate was used as a proxy for Export. Statistical
study design was used to analyse data covering the period from
1971 to 2012. The data was accessed from the International
Monetary
Fund
database
at
http://www.imf.org/external/pubs/ft/weo/2012/02/weodata
and
Africa
Development
Bank
database
at
http://www.afdb.org.database.
3.2 General Econometric Model
The primary model showing the relationship between inflation
and export was specified as follows: EXPO = f (INFL)
-------------------------------------- (1)
EXPO =  o + 1 INFL +εt -------------------------------- (2)
Where:
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EXPO is Export growth rate as a proxy for Export
INFL is Average consumer prices as a proxy for
Inflation
 o is the constant term, ‘t’ is the time trend, and
‘ε’ is the random error term
3.3 Regression Model
In order to test for Inflation influence on Export, Export growth
rate data was regressed as a function of Average consumer prices
and in order to test for Export influence on Inflation, Average
consumer prices data was regressed as a function of Export. The
granger causality test was done after co integration test. If the two
variables are co integrated the following estimation models would
be employed: -

Where:
EXPO is the Export growth rate
INFL is the Average consumer prices
ECT is Error correction term
 Indicates variable differenced once
If the co integration relationship between the variables INFL and
EXPO does not exist the ECT would be removed and the
equations (1) and (2) now would became;
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Where:
EXPOt, is the Export growth rate,
INFLt, is the Average consumer prices,
k is the optimal lag order, d is the maximal order of
integration of the variables in the system and  1t and
 2 t are error terms that are assumed to be white noise,
and
 Indicates variable differenced once
Equation (3) postulates that current EXPO is related to past values
of itself as well as that of INFL and equation (4) postulates a
similar behaviour for INFL.
The following four cases can be distinguished from the two
equations: 1. One direction causality from INFL to EXPO exists if the
estimated coefficients on Inflation in equation (3) are
statistically different from zero as a group (i.e. Σγ1i≠ 0) and
the set of estimated coefficients on EXPO in equation (4)
are not statistically different from zero (i.e.Σγ2i = 0).
2. Conversely, one direction causality from EXPO to INFL
exists if the estimated coefficients on INFL in equation (3)
are not statistically different from zero as a group (i.e. Σγ1i
= 0) and the set of estimated coefficients on EXPO in
equation (4) is statistically different from zero (i.e.Σγ2i ≠
0).
3. Two way, or bilateral causality, is suggested when the sets
of INFL and EXPO coefficients are statistically
significantly different from zero in both regressions.
4. Finally, independence i.e. neither INFL nor EXPO causes
one another, is suggested when the sets of INFL and EXPO
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coefficients are not statistically significant in both
regressions.
Generally, since the future cannot predict the past, if variable
INFL (Granger) causes variable EXPO, then changes in INFL
should precede changes in EXPO. Therefore, in a regression of
EXPO on other variables (including its own past values) if we
include past or lagged values of INFL and it significantly
improves the prediction of EXPO, then we can say that INFL
(Granger) causes EXPO. A similar definition applies if EXPO
(Granger) causes INFL.
3.4 Estimation Techniques
We used the Seemingly Unrelated Regression (SURE) technique
in estimating the Bivariate Time Series Model. SURE was used in
this case in order to estimate the two equations together. However,
since each regression contains the same number of lagged
endogenous variable, the OLS estimation of each equation
separately produces identical (and efficient) estimates (Gujarati,
2004).
4.0 Regression Results and Discussions
The estimation results are presented in five steps: The first step
was to find the existence of unit root in each of the time series
variable and to find the maximal order of integration (d) for both
Inflation and Export. This was done by the use of Augmented
Dickey Fuller (ADF) unit root test. Secondly, the optimal lag
order (k) was found by using Likelihood Ratio (LR), Forecast
Prediction Error (FPE) Criteria, Akaike Information Criteria
(AIC), Hannan Quinn Information Criteria (HQIC) and Schwartz
Bayesian Information Criteria (SBIC). Thirdly, Cointegration and
the associated Error Correction Model were conducted to test if
there was short run and long run relationship between Inflation
and Export. This was done by using the Engle and Granger
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method and Johansen's test for cointegration. Fourthly, the
established maximal order of integration and the selected VAR
length was used to estimate the model by using the Seemingly
Unrelated Regression technique. Lastly the Granger Causality test
was performed to test the stated hypotheses.
4.1 The Augmented Dickey Fuller Unit Root Test
The Augmented Dickey Fuller (ADF) test was conducted on
Export growth rate (percentage) as a proxy for Export and
Average consumer prices (percentage) which was diffenced once
as a proxy for Inflation. This was done in order to find the
existence of unit root in each of the time series variable and the
maximal order of integration (d) for both Inflation and Export.
The ADF test results in Table 1(a) implies that the coefficient of
average consumer prices compared with the critical values 1%,
5% and 10% was stationary at first difference thus, the null
hypothesis of non-stationary is rejected and it is safe to conclude
that the variable is stationary and integrated at order one, i.e. I(1).
Likewise , results in Table 1(b) implies that Export growth rate is
stationary even at 1% level of significance at order zero i.e. I(1).
Thus, the maximal order of integration for the two variables is one
i.e. I(1).
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Table 1(a): The ADF test for Average consumer prices differenced once
(INFLd1)
dfuller INFLd1, trend regress lags(1)
Interpolated Dickey-Fuller
Number of obs = 39
Critical values
Test statistic
Z(t)

-5.317

1%

5%

10%

-4.334

-3.580

-3.228

MacKinnon approximate p-value for Z(t) = 0.0002
Table 1(b): The ADF test for Export growth rate (EXPO)
dfuller EXPO, trend regress lags(0)
Interpolated Dickey-Fuller
Number of obs = 41
Critical values
Test statistic
Z(t)

-5.198

1%

5%

10%

-4.233

-3.536

-3.202

MacKinnon approximate p-value for Z(t) = 0.0001

4.2 Optimal Lag Order (k)
Furthermore, the Likelihood Ratio (LR), Forecast Prediction Error
(FPE) Criteria, Akaike Information Criteria (AIC), Hannan Quinn
Information Criteria (HQIC) and Schwartz Bayesian Information
Criteria (SBIC) were conducted to find the optimal lag order (k).
Table 2 provides the output of the choice criteria for selecting the
order of VAR model.
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Table 2: The Selection Order Criteria of VAR model
Varsoc EXPO INFLd1
Selection order criteria
Sample: 1976 – 2012
Number of obs = 37
lag
0

LL
-298.74

LR

Df

P

FPE

AIC

HQIC

SBIC

39359.2*

16.2562*

162869*

16.3433*

3.612
4 0.461 44345.5
16.3748 16.4669
296.934
2
2.6368 4 0.620 51396.8
16.5198 16.6733
295.616
3
1.494
4 0.828 61640.3
16.6956 16.9105
294.869
4
8.1529 4 0.086 62044.7
16.6915 16.9678
290.792
Endogenous:
EXPO INFLd1
Exogenous:
_cons
Key:
* means zero(0) lag order of the VAR model is acceptable by
respective choice criteria.
1

16.636
16.9551
17.3051
17.4752

Based on Table 2 results, the FPE information criteria, AIC,
HQIC and SBIC all selects zero (0) lag. Thus, zero (0) lag order of
the VAR model is selected in order to preserve some degree of
freedom for the estimation.
4.3

Co integration Test and Associated Error Correction
Model
The Engle and Granger method and Johansen's test for
cointegration were performed to test if there was short run and
long run relationship between Inflation and Export.
4.3.1 Engle and Granger Method
In order to test for cointegration, the Engle and Granger method
was performed as follows:- The differenced average consumer
prices was regressed on export growth rate and vice versa there
after the obtained residues were plotted on graph to see if there
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was a pattern between errors and lastly the residues were tested
for stationarity. Figure 2 and Table 3 provides result for residues
graph and regression of average consumer prices differenced once
on export growth rate respectively, while Table 4 provides the
ADF test for residuals. Results for Table 4 indicates that the
residues were not stationary since test statistic coefficient is
greater than the critical value at 1%, 5% and 10% therefore it
proved that there was no cointegration on the two variables.

50
0
-50

Residuals

100

150

Figure 2: Residues scatter plot

-50

0

50
Residuals, L

Table 3:Regression of INFLd1 on EXPO
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100

150

Source

SS

Df

MS

Model

53.9050225

1

53.9050255

Residual

1515.26027

39

38.2291322

Total

Number of obs
F( 1, 39)
Prob > F
0.2460
R-squared
0.0344
Adj R-squared
0.0096
Root MSE
6.2332

= 41
= 1.39
=
=
=

1569.16529

40

39.2291322

INFLd1

Coef.

Std. Err.

t

P>|t|

[95% Conf. Interval]

EXPO

-.0388621

.0329931

-1.18

0.246

-.105597

.0278727

_cons

.6989569

1.043323

0.67

0.507

1.411363

2.809277

Table 4: ADF test for residuals
dfuller res, lags (15)
Interpolated Dickey-Fuller

=

Number of obs = 25
Critical values

Test statistic
Z(t)

-1.519

1%

5%

10%

-3.750

-3.000

-2.630

MacKinnon approximate p-value for Z(t) = 0.5240

4.3.2 Johansen's Test for Co integration
The Engle and Granger method shows that there was no
cointegration. Thus, a more powerful test of Johansen’s was
introduced to check for cointegration. This test was based on
maximum likelihood estimation and two statistics: maximum
eigenvalue and a trace-statistics.
Table 5 indicates that the maximum rank is zero since the
coefficient of trace statistic is smaller than critical value.
Therefore, the Null of having no rank (rank = 0) accepted and
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conclude that there is no co integration i.e. no long run
relationship.
Table 5: Johansen's Test for Cointegration
Vecrank EXPO INFLd1, trend(constant) lags(6)
Johansen tests for cointegration
Trend: constant
Number of obs = 35
Sample: 1978 – 2012
lags =
6
5%
maximum
trace
parms
LL
eigenvalue
critical
rank
statistic
value
0
22
.
12.3992*
15.41
274.74614
1
25
0.21240
4.0425
3.76
270.56783
2
26
0.10908
268.54655
* Indicates acceptance of Null hypothesis (r = 0) i.e. No co integration

4.4 Model Estimation (Seemingly Unrelated Regression)
From the results obtained in Section 4.3.1 and 4.3.2 it is proved
that there was no co integration relationship between the variables
INFLt and EXPOt therefore the ECT was removed and the
equation (1) and (2) became;
1

1

i 1

i 1

EXPO t   0   1i EXPO t 1   1i INFLt 1   1t ...........................................(3)
1

1

i 1

t 1

INFLt   0    2i INFLt 1    2i EXPO t 1   2t .....................................(4)
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Using the established maximal order of integration (dmax = 1) and
the selected VAR length (k =0) the following augmented VAR (1)
model was estimated using the SURE technique:
Table 6(a) and 6(b) give a summary of the output from the
Seemingly Unrelated Regression:
Table 6(a): Seemingly Unrelated Regression (SURE)
Equation
Obs
Parms
RMSE
"R-sq"
EQN1
39
2
29.27016
0.0521
EQN2
39
2
4.015126
0.5960
Source: Own estimation

chi2
2.14
57.53

P
0.3427
0.0000

Table 6(b): Seemingly Unrelated Regression (SURE)

4.5 Granger-Causality Test and Hypothesis Testing
Lastly the Granger Causality test was conducted using F-test and
chi2 to verify if the coefficients  1i and  2i of the lagged
variables are significantly different from zero in the respective
equations (3) and (4). The results of the granger causality test are
as follows:
1)
ΔINFLt-1
EXPOt, lag (1)
H0: Δ INF Lt-1 does not Granger-cause EXPOt,
F( 1, 39) = .14544427, Prob > F = .705
Chi2 (1) = .46989688, Prob > chi2 = 0.4930

2)

EXPOt-1

Δ INF Lt, lag (1)
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H0: EXPOt does not Granger-cause Δ INF L,
F( 1, 39) = .53703081, Prob > F = .468
Chi2 (1) = 1.7350226, Prob > chi2 = 0.1878
From the results above it is clearly seen that the computed F
values (.14544427) in case (1) is less than critical values ( .705),
this implies that the null hypothesis was accepted that there was
no causality between Inflation and Export, while for case (2) the
computed F values (.53703081) is gretaer than critical values
(.468), this implies that the null hypothesis was rejected, therefore
there was causality between Export and Inflation. Thus, it is
clearly evidenced that there was a unidirection causality from
export to inflation; no bi-direction causality and also the variables
were not independet to each other.
5.0 Conclusions and Policy Implications
The objective of this study was to find out if there is existence of a
relationship between Inflation and Export in Tanzania. The
methodology employed was the Cointegration and Granger
causality test. The average consumer prices (INFL) was used as a
proxy for Inflation and the export growth rate (EXPO) was used
as a proxy for Export to examine the link. The studys’ scope was
from 1971 to 2012.
The Augmented Dickey-Fuller test (ADF) was carried out to test
for the stationarity of the investigated variables. The null
hypothesis being that there is presence of a unit root was rejected
at all levels for export and inflation which was differenced once.
The result for cointergration test found that for the periods 1971 to
2012, there was no co-integrating relationship between Inflation
and Export for Tanzania data. Thus, we could not found any longrun relationship between Inflation and export for Tanzania.

119

This study tried to find out evidence on the existing relationship
between Inflation and Export by testing whether inflation grangercause export; export granger-cause inflation; export and inflation
granger-cause each other; and if there was independence between
inflation and export.
The Granger causality test revealed that there is a relationship
between inflation and export of unidirection from EXPO to INFL
and there is no causality from INFL to EXPO. Therefore these
findings confirmed the postulated theory that export leads
inflation in the case of Tanzania. Thus it is a high time to
bringforth policy measures that will regulate export so that to
control inflation.
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Appendix 1
Data Used in the Analysis
Year

INFL (percentage)

EXPO (percentage)

1971

4.77

4.72

1972

7.64

8.77

1973

10.40

-5.95

1974

19.60

-2.82

1975

26.06

-9.27

1976

6.86

32.18

1977

11.60

-9.78

1978

6.57

-24.27

1979

12.95

0.20

1980

30.20

-4.21

1981

25.65

-15.64

1982

28.93

-24.62

1983

27.06

-31.96

1984

36.15

0.70

1985

33.28

17.67

1986

32.43

-10.33

1987

29.95

155.08

1988

31.19

59.39

1989

25.85

7.09

1990

35.83

7.69

1991

28.70

-10.52

1992

21.85

22.93

1993

25.28

33.74

1994

34.08

-0.49

1995

27.43

48.49

1996

20.98

1.04
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Year

INFL (percentage)

EXPO (percentage)

1997

16.09

-11.98

1998

12.80

9.85

1999

8.80

19.97

2000

6.00

17.56

2001

5.15

17.15

2002

5.32

7.70

2003

5.30

19.47

2004

5.40

8.34

2005

5.03

13.54

2006

7.25

-3.27

2007

7.03

16.84

2008

10.28

19.60

2009

12.14

5.09

2010

7.20

30.28

2011

12.69

19.10

2012

15.30

32.10
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DETERMINANTS OF HOUSEHOLDS’ WILLINGNESS TO
PAY FOR PUBLIC HIGHER EDUCATION IN DODOMA
MUNICIPALITY, TANZANIA.
CHAPTER 3 ABSTRACT
The study assessed the extent to which parents’ socio-economic
conditions and students’ education backgrounds influence
households’ ability and willingness to pay (WTP) for public
higher education in Dodoma municipality, Tanzania. The unit of
analysis was the household composed of at least one parent and
one university student. Since the response to willingness to pay
question was binary demanding a “Yes” or “No” answer, we used
probit model to examine more rigorously whether or not
households were different between the two lines of choices. The
main finding was that, on average, parents were able and willing
to pay 335,000 Tsh. per student per annum. It was further found
out that if user fee continued to be used as the policy option in the
country, special attention needs to be paid on parents’ education,
income, marital status and family size. This is because this study
showed that these factors significantly conditioned households’
WTP in different directions.
Key words: Socio-economic conditions, Education background,
WTP, Public higher education,
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1.0 Introduction
Financing and affordability of higher education is currently a
public debate agenda in Tanzania. Higher education in Tanzania
was historically free before the late 1980s, with the public
covering both tuition and living expenses (Msolla, 2007).
However, with economic difficulties and the increase of
population and number of students completing secondary
education, it became a burden for the government to provide free
quality education, and hence the introduction of cost-sharing
(Cutter, 2001). Funding of higher education in the context of
cost-sharing policy is, therefore, supposed to be a shared
responsibility between different stakeholders and beneficiaries of
higher education products, but to an extent that they are able and
willing to pay (Ishengoma, 2008; Ekanem et al 2012).
The main objective of this paper was, therefore, to establish the
extent to which socio-economic conditions of the parents and
students’ education background influence ability and willingness
to pay for higher education. Several studies had previously
examined the impact of parents’ socio-economic status and
students’ education background on willingness to pay. For
instance, Zainal et al (2009) established that socio-economic
status of a family was a benchmark for students in Malaysia to get
financial aid in higher education, on top of their academic
performance. To our knowledge, however, this is the first study
for the case of Tanzania to investigate determinants of
households’ ability and willingness to pay for higher education of
their children particularly in Dodoma Municipality. This study
therefore, contributes to the filling of the gap and hence added
knowledge to the literature.
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2.0 Some briefs from Literature
2.1 Theoretical framework
Willingness to pay for a good or service is the maximum amount of
money an individual would be willing to pay for a good or service
(Niringiye et al, 2010). The study employed contingent valuation
method (CVM) to elucidate households’ willingness to pay user
fees. A typical CVM involves a clear description of a good or
service marketed to a sample of individuals, followed by
questions on respondents’ WTP for that good or service
(Zilberman and Mara, 1993). In contrast to other inductive
methods, respondents are not asked to rank or rate different
alternatives, but are asked to choose one of the two scenarios
presented. The choices observed from the experiments are
analyzed using discrete (limited) choice models (Sanga and Hella,
2009).
CVM has been widely used (Carson, 2004), but has also been
subjected to a number of criticism. It is argued that value
mentioned by respondents is likely to be smaller in hypothetical
situations compared to actual market situations. This is mentioned
to lead to unrealistic values because uncertain respondents who
are willing to pay something but do not have a precise estimate of
their WTP may accept any reasonable suggestion (bid) offered in
a dichotomous choice survey (Brown et al., 1996).
To resolve the bias arising from the use of hypothetical market,
the study used close-ended questions as suggested by Cameron
and James (1987) and Cameron (1988), followed by certainty
follow-up questions. Furthermore, to reduce bias associated with
close-ended questions, the study used cheap talk script to explain
the consequence of not being truthful and certainty questions to
make sure that only certain “Yes” is considered.
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2.2 Conceptual framework
In this study a conceptual framework within which the probability
of a respondent to say “Yes” or “No” to the WTP question was
conceptualized to be conditioned by households’ income level,
occupations, family size, education level, marital status and
students’ former school background (See appendix 1).
2.3 Related empirical literature
Ability and willingness to pay fees for higher education of a child
is jointly determined by socio-economic conditions of a family
and students’ education backgrounds. Hassle and Vesper (1993)
established that parental saving for higher education of the child is
determined by family income, family size, gender, race, parental
education levels, marital status and students’ academic strengths.
Wenli and Weifang (2001) found that willingness to pay for
higher education of a child is positively affected by households’
total income. They also established that parents who obtained
more years of schooling pay more attention to children’s
education and have higher willingness to pay than those who
spent few years.
Steelman and Powell (1991) established that probabilities of being
able to pay for higher education decreased by 57% if the parent
was unmarried and decreased by 14% for each additional child.
They also found that parents whose occupations were well paid
were more willing to invest in education of their children than
those who were poorly paid.
Furthermore, it is assumed that parents who already provided
financial support for their children to attend a private school were
financially capable and willing to continue with this support in
college. However, Steelman and Powell (1991) found no such
effect.
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3.0 Methodology Applied
3.1 Estimation model
The response to WTP question was binary which took the value of
1 if the response was “Yes” and 0 if the response was “No”.
Therefore, the study employed un-observed latent variable as an
underlying propensity to WTP. To get consistent results, we
employed probit model as suggested by Green at al., (1995) to
examine more rigorously whether or not households were
different between the two lines of choices. The probit model was
used instead of logit model because the conditional probability
approaches zero or one at a slower rate in logit than in probit.
However, many researchers choose the logit model because of its
comparative mathematical simplicity (Gujarati, 2004)
The model used was of this form:
1 if yi* > π
yi =

……………………………………(1)

*

0 if yi ≤ π

Where: π is the threshold of being different between the two lines
of choices and yi* is the latent variable. As revived by Green
(2003), the latent variable yi* is assumed to be linearly related
with observed variables (x’s) in the structural model, and is
presented as:
yi* = βxi + εi

……………………………………… (2)

Where: x is a vector of variables hypothesized to influence WTP,
β is a vector of parameters estimated and εi is the random error
term which is assumed to be normally distributed with zero mean
and unit variance (i.e. ε ≈ N(0, σ = 1)
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The probability of observing household saying “Yes” (i.e. y = 1)
was expressed as suggested by Long (1997)
Pr (yi = 1|xi) = Pr (yi* > 0|xi)

Pr (yi = 1|xi) = Pr (xiβ+ εi > 0|xi) … (3)

The probability of an individual to be willing to pay fees for
public higher education was estimated by using probit model such
that;
Pr (y = 1) = exp (xiβ) / (1 + exp (xiβ)) = 1 / (1 + exp (xiβ)) ………… (4)

The parameter estimated were interpreted as marginal effects,
which indicate the effects of a marginal change of the variables
conditioning willingness to pay user fees on the probability of say
“Yes”.
Therefore, the marginal effects were estimated as follows;
δPr (y = 1|x) = ø (xiβ) βi …….………………………………………… (5)
δxi

Where: y is WTP taking the values of 0 and 1, x is a vector of
factors that condition individual WTP, and β is a vector of
variables estimated (Griffiths et. al1993; Wooldridge, 2001)
To get consistent and robust results, Maximum Likelihood (ML)
was used for estimation as suggested by Green (1995). The ML
estimates maximize the value of the probability density function
f(x, β) and assumes normality of the disturbance term (Griffiths et
al, 1993). ML estimates of coefficients estimated this way become
consistent and asymptotically normally distributed. The
assumption of asymptotic normality of distribution and
consistency is known to give satisfactory results (Maddala, 1987).
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3.2 Description of variables and model specification
Our dependent variable was WTP. The probability of a respondent
to say “Yes” or “No” to the WTP question was conditioned by
several factors including parents’ income level, family size,
occupations, education level, sex, marital status, students’ former
school background and the entire costs of schooling. These
variables are described as follows:
Parents’ education levels (PED) measured as (none, primary,
secondary, tertiary) was included as a proxy for the capacity of the
household to understand the importance of contributing user fees.
WTP was expected to be positively related to parents’ education
levels.
Family income level (INC) measured in Tanzanian shillings per
year was also included in the model to assess the financial
strengths of the households. Family with high income
backgrounds were expected to be more WTP than those with
relatively low income and thus, a positive relationship was
anticipated.
Family size (FAM) measured as the number of dependants was
included because it was hypothesized to influence allocation of
family income. Households with large number of dependants were
anticipated to spend more on daily basic needs and probably less
in education than households with small number of dependants.
Parents’ marital status (MAR) measured as (married, widowed
and divorced) was also included to assess if married parents differ
from unmarried parents in matters related to education of their
children. We anticipated married parents to be more WTP than
unmarried.
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The nature of parents’ occupations (POC) measured as
(entrepreneurs, employed, peasants) was also thought to influence
WTP. We expected that parents with occupations that yield more
earnings per year will be more likely to respond “Yes” to the
WTP question than parents with occupations that yield few
earnings.
Students’ former school background (SCH) measured as (private
or public) was also included in the estimation because it was
hypothesised to influence WTP. Parents registered their children
in private school were expected to contribute more for higher
education of their children than those sent their children to public
schools.
Sex of the respondents (RSEX) measured as (male or female) was
included in the model to examine if fathers differ from mothers in
financing higher education of their children. We anticipated males
headed households to be more willing to pay than females.
The variable tuition fee (FEE) measured in Tanzania shillings per
year was also included in our estimation as a payment vehicle. A
negative link was expected between WTP and the amount of fees
charged.
Our empirical model was therefore specified as:
WTP = β0 + β1 (PED) + β2 (INC) + β3 (FAM) + β4 (MAR) + β5
(POC) + β6 (RSEX) + β7
(SCH) + β8 (FEE) + ε........................................................ (6)
Where:
WTP = willingness to pay part of college fees not covered by
HESLB
β0 = Intercept
βi = parameters to be estimated
ε = Random error term
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4.0 Data
4.1 The study area
The research was conducted in Dodoma municipality in
2012/2013. Dodoma municipality covers an area of about 2,669
square kilometers of which 625 square kilometers are urbanized.
It is subdivided into 4 divisions which in turn are divided into 30
wards and 42 villages.
4.2 Data collection
We employed both purposive and simple random sampling
techniques to select 120 household heads. Purposive sampling was
used because only households with children in higher learning
institutions were required to constitute a sample and simple
random sampling was used in order to avoid bias and to ensure
that each household with children in higher learning institutions
had an equal chance of being selected.
Then we used self-administered questionnaires for data collection.
We filled in a questionnaire by asking a respondent series of
closed-ended questions. This typical questionnaire reduced the
problem of low rate of return experienced in mailed
questionnaires and it consumed less time and costs. Additionally,
the closed- ended questions were preferred because they are easy
to fill, save time and keep the respondents focused on the subject
matter.
4.3 Descriptive Results
Descriptive results showed that out of 120 household heads
interviewed, 107 (89%) were willing to pay for public higher
education. In contrast, 13 (11%) were not able and willing to pay
fees for college education of their children due to income poverty.
These results were consistent with those of Ekanem et al (2012),
who established that parents of graduating students were willing
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to pay for the cost of schooling of their children in proportion to
their socio-economic status.

Figure 1: WTP for higher education

The mean WTP per student per annum was found out to be
335,000 Tsh. The mode and median were 240,000 and 300,000
Tsh. respectively. Moreover, the minimum and maximum fees
that parents were able and willing to pay per student per annum
were 70,000 and 900,000 Tsh. respectively as shown in Figure 2.
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Figure 2: Measures of Central Tendency

5.0 Estimation Results and Discussion
Table 1 shows probit model estimation results. The signs of the
estimated coefficients were generally consistent with our
expectations. The coefficients for respondents’ sex, marital status,
income, education, family size, and tuition fees were statistically
significant. In contrast, the coefficients for parents’ occupations
and schools attended by a child (private vs. public) were not
statistically significant at 0.05 levels.
As shown in Table 1, the likelihood of being able and willing to
pay for public higher education was significantly increased with
income levels. Holding all other factors constant, the probability
of being able to pay by households with relatively high income (36million) was higher by 0.08 percent as compared to households
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with low income (less than 3million). The higher the incomes of
the parents were, the higher the amount they were able and willing
to pay. These outcomes were consistent with the outcome of Bank
(2004), which revealed that parents of higher education students
were willing to pay for the cost of schooling of their children in
proportion to their earnings.
Ability and willingness to pay for university education was also
affected by marital status of the parents. As depicted in Table 1,
being widowed significantly decreased the likelihood of being
able to pay for higher education of a child. Holding other factors
constant, the probability of being able to pay was lower for
widowed parents as compared to married parents by 7.0 percent.
Therefore, loss of either parent or both of them implied not only
social but also economical deprivation. Our results were
correlated with the study by Steelman & Powell (1991) who
asserted that probabilities of being able to pay for higher
education are decreased by 57% if the parent is unmarried.
Table 1 also shows that sex of the respondents significantly
influenced ability and willingness to pay for higher education of a
child. The likelihood of being able and willing to pay for public
higher education was higher for female headed households than
their male counterparts. In other words, the probability of being
able and willing to pay for mothers was higher by 0.03 percent as
compared to fathers. However, this was inconsistence with Doss
& Morris (2001) who established that male headed households are
more probable to adopt or accept change due to resources
ownership. Therefore, our findings present a challenge to current
social scientific accounts that contend that fathers are more
willing to pay for education of their children than mothers.
As depicted in Table 1, there was a significant relationship
between costs of schooling and households’ willingness to pay.
Household heads were less likely to pay when tuition fees were
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held at high rate (1.0-1.5 mil) than at relatively low rate (less than
1 mil), ceteris paribus. These findings were consistent with other
findings by Ekanem et al (2012) who declared that when school
charges increased by 200 percent, a higher percentage of parents
under very poor income group are not willing to pay this increase
for their children.
As depicted in Table 1, parents’ education levels significantly
influenced their willingness to sponsor their children. Holding all
other factors constant, the probability of being able and willing to
pay for higher education was lower by 95 % for parents with no
formal education as compared to graduate parents. In the same
vein, the likelihood of being able to pay was lower by 7.4 % for
parents with primary education as compared to graduate parents.
In overall, none graduate parents were less likely to pay than
graduate parents. These results were also supported by Steelman
& Powell (1991) who asserted that parents who pursued higher
education themselves, their own experience in higher educational
funding positively affect willingness to sponsor their children.
Parents’ ability and willingness to contribute fees for higher
education of their children was also affected by the size of a
family. As displayed in Table 1, holding other conditions
constant, the probability of being able to pay was higher for
households with small family size of 2-5 members by 0.7 percent
as compared to households with large family size of 10+
dependants. These findings were in line with Steelman & Powell
(1991) who established that probability of being able and willing
to pay for higher education is decreased by 14% for each
additional child. This is because it is generally agreed that large
family size coupled with low incomes restrict the opportunities of
parents to educate all their children. Thus, population growth
intensifies and exacerbates the economic and social problems
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associated with the conditions of underdevelopment (Todaro,
2008).
The findings of the study confirmed that parents’ occupation did
not influence willingness to pay for children’s education. It was
how much a person received from his job (income) and not the
type of job that conditioned ability and willingness to pay. These
findings are not unique but rather support previous findings by the
European Union (2001) that parents with occupations that yield
more earnings per year are more willing to pay for college
education than parents with occupations that yield fewer earnings.
Furthermore, findings of the study have shown that parents’
ability and willingness to pay for university education was not
affected by type of school attended by a child (private or public).
These outcomes were consistent with Steelman & Powell (1991)
who also found no such effect. These results present a challenge
to the higher education students’ loans board (HESLB) that
contends that parents whose children had been to private schools
are more capable and willing to pay for college education than
parents whose children had never been to private schools.
Table 1: Probit Model Estimation Results: The Regressant is WTP
Regressors

Coefficients

P-values

Marginal
effects

Sex
R
Male
Female

1.8085

0.021**

0.00030

Marital status
R
Married
Divorced
Widowed

-1.1828
-3.4202

0.230
0.001**

-0.00070
-0.07000

Occupation
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Regressors

Coefficients

P-values

Marginal
effects

Peasant
Entrepreneur
Employed

-0.3244
-0.5824

0.727
0.732

-0.00003
-0.00006

Income (Tsh)
R
< 3mil
3-6mil
7+mil

2.5870
0.2790

0.036**
0.836

0.00080
0.00001

Education
R
Tertiary
Secondary
Primary
None

-5.0553
-5.0142
-6.5228

--------0.002**
0.000**

-0.21410
-0.07400
-0.94640

2.9437
1.1062

0.023**
0.268

0.00740
0.00004

-2.2210
-1.8404

0.016**
0.113

-0.00288
-0.00433

1.9475
6.3203

0.124
0.000**

0.00030

R

Family size
2-5
6-9
R
10+
Fees per year (Tsh)
R
<1mil
1.0-1.5mil
>1.5mil
School
R
Public
Private
Constant
No. of observations =
120
LR chi2 (15) =
54.07
Prob > chi2 =
0.0000
Log likelihood = 14.1252
Pseudo R2
=
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Regressors

Coefficients

P-values

Marginal
effects

0.6568
Note: R reference category and ** significant at 0.05 level

6.0 Concluding Remarks and Recommendations
This paper investigated determinants of households’ willingness
to pay for public higher education in Dodoma Municipality,
Tanzania. The results showed that parents’ marital status, income,
education and family size significantly influenced WTP while
parents’ occupations and students’ former school background
were not found to change parents’ WTP in neither direction. In
addition, the results showed that, on average, parents were able
and willing to pay Tsh. 335,000 per student per annum regardless
of their socio-economic conditions.
It is thus recommended that the government through the Higher
Education Students’ Loans Board (HESLB) should not
concentrate on parents’ type of job as a major criterion for
allocation of loans. Alternatively, it is recommended that the
HESLB apply households’ income levels as a major condition for
loan allocation to the needy students. It is further recommended
that the HESLB to abandon allocation of loans to applicants based
on their former school background. Instead, it may wish to
incorporate parents’ education levels as a criterion for loan
provision.
Moreover, except for the orphans, disabled and other deserving
students who may be given scholarship (full higher education
financing) in order to cushion the effect for equity in the
university system, statistics from the study suggest that each
student to contribute not less than Tsh. 70,000 and not more than
Tsh. 900,000 per annum depending on socio-economic conditions
of his/her family. Alternatively, all parents of the higher education
students regardless of their socio-economic conditions and their
children’s education backgrounds may each uniformly and
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affordably contribute an equal amount of Tsh. 335,000 per student
per annum for education of their children.
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