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ABSTRACT 

 

This study is concerned with establishing the causes and effects of early withdrawal 

from retirement saving accounts. The specific objectives of the study were to 

examine the causes and effects of early withdrawal to members from social security 

schemes and examine the members understanding over the impact/effects of the early 

withdrawal. 

 

The study was conducted in NSSF Dar es salaam offices to include Kinondoni, 

Temeke, Ilala and Head office. About 100 respondents participated in the study.  

Research method that was used in this study is case a study. In the study, the 

information was obtained through questionnaires that were distributed to the 

respondents in Kinondoni, Temeke, Ilala and Head office. The analysis has been 

done by the help of a Statistical Package for Social Sciences (SPSS). 

 

From the study it was revealed that early withdrawal is associated with a number of 

life changing circumstances. A need for housing, capital, job loss, on set of poor 

health and education needs compel members to make early withdrawal. 

As from the findings it‟s also revealed that there are effects of early withdraw to both 

members, social security institutions and also to the government. Such effects are 

increase number of elderly dependents due to loss of pension and old age benefit, 

Non qualification of old age pensions, and reduction of investment ability to the 

funds institutions. 

 

Study findings bring to light the fact that early withdrawal needs to be controlled or 

even put to an end. But unless an alternative source of income to accommodate these 

other life changing circumstances is established. 

To regulate members‟ early withdrawal behaviour, the study recommends  the 

introduction of unemployment benefit for members who experience job loss, 

provision of affordable loans to members, the introduction of integrated saving 

policy and the improvement of benefit and services provided by the social security 

institutions. 
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CHAPTER ONE 

A BACKGROUND TO THE STUDY 

1.0 Introduction 

In this chapter, the focus is made on the general understanding of the concept of 

social security and its importance, over the premature withdrawal concept and its 

impacts to the withdrawing member and the fund. The chapter also contains the 

study‟s statement of the problem, objectives and significance of the study.   

1.1 The Rise of Pension Schemes 

At the beginning of the twentieth century, few workers possessed the security of an 

old age pension. In developed countries, most of the people died early or worked 

until they were in their late 60s, spent a brief retirement living with their children, 

then died in their early 70s. To be old generally meant to be poor. Becoming disabled 

signifies that poverty began earlier. 

 

For developing and middle-income countries, older people faced much worse 

prospects. Incomes were substantially closer to subsistence levels and the capacity of 

children to support their parents was less. Death came earlier, and the famous 

expression applied more;”Life was nasty, brutish and short” (ISSA, 2004). 

At the beginning of the twenty-first century, the situation has dramatically changed. 

In developed countries, the incidence of poverty in old age is now comparable to 

levels in the reminder of the population. Life expectance is longer and most workers 

can expect a significant period of retirement with reasonable income. Disability 

pensions and the possibility of early retirement have reduced the financial risks of 

incapacity to work. 

1.2 Social Security Defined   

The social security concept has been changing with time from the traditional ways of 

security to modern ones. Some of the insecurities were often less drastic in earlier 

times than they are today. In the past, children began to earn their up keep at an early 
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age and large families were usually an economic asset. Sick people and victims of 

accidents who were temporarily unable to work were provided with food and other 

necessaries by members of their families, by neighbours in their village who knew 

them well, by monastic or other religious institutions or by the local lord of the 

manor (Richardson, 1960). Invalids, widows, orphans and the aged were similarly 

sustained. Local communities and tribes were knit together for mutual support and 

security. This was the ancient or the traditional social security system. 

 

With industrialization, the traditional social security system collapsed. As societies 

became more industrialized as a result of industrial revolution in the 19
th

 century, 

Members of the same family start to move towards different areas in pursuance of 

work in industries or for trade in different trade centres that emerge, resulting in 

family disintegrations. Under this circumstance, then it was no longer possible to rely 

upon the traditional system of social security. Social security then changed its status, 

and from then it was the responsibility of the state. 

 

Social security, being the responsibility of the state, “is the system established by 

legislation, which entitle specified categories of persons in specified contingencies to 

receive benefits” (Richardson, 1960).  Much of the literature on social security in 

Tanzania has defined social  security as the  protection provided by society to its 

members through  public measures against the economic and social distress which 

otherwise would be caused by the stoppage or reduction of earnings arising from 

contingencies. In most cases the contingencies are associated with either the 

temporary or the permanent loss of income (Omari 1994, Mallya 1994). 

 

According to Dau,R.K  (2003) and (URT, 2003), social security means any kind of 

collective measures or activities designed to ensure that members of the society meet 

their basic needs and are protected from contingencies to enable them to maintain a 

relatively decent standard of living consistent with social norms. 

In its broadest meaning, social security has been defined by the International Labour 

Organization (ILO) as: - "The protection measures which society provides for its 

members, through a series of public measures against economic and social distress 
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that would otherwise be caused by the stoppages or substantial reduction of earnings 

resulting from sickness, maternity, employment injury, unemployment, disability, old 

age, death, the provision of medical care subsidies for families with children.”  

To provide social security for the elderly and those who suffered disabilities in one 

way or another, various social security schemes were established. The schemes were 

established with the major purpose of pooling funds together from various sources, 

and the accumulation of fund thereafter created is referred to as Social Security 

Funds. 

1.3 Why Pensions. 

The essential purpose of social security is to ensure freedom from want by collective 

or community provision for those who, because of misfortune are temporarily or 

permanently without sufficient resources for their subsistence and essential health 

services (Richardson, 1960). Any social security measure, aims at giving individuals 

and their families the confidence that, their level of living and quality of life will not 

erode by social or economic eventuality.  

 

The contingencies of social security as delineated by ILO are medical care, sickness 

benefit, unemployment benefit, old age benefit, employment injury benefit, family 

benefit, maternity benefit, invalidity benefit and survivors benefit. Therefore, in 

general, pension is there to ensure that, the living standard of the retired people is 

maintained.  

1.3.1 Welfare considerations: Equity.  

The essential purpose of social security is to ensure by collective action that the 

members of a community shall be protected against undue hardship and poverty, and 

also provided with health services, when their own resources are insufficient to 

maintain them and their dependants at the standard recognized by the community as 

the minimum, below which no one should fall (Richardson, 1960).  
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1.3.2 The Ageing of the Population  

Though less of an issue currently than for other regions of the world, Africa too will 

age. Today, 365 million people over 60 live in developing countries.  By 2050 the 

figure will be 1,500 million (Gorman, 2004).  According to Petersen (2000), older 

people are the fastest growing population group.  By 2050, one in five persons will 

be over 60 and for the first time in history, people in this age group will outnumber 

children. This is especially apparent in developing countries.  A demographic “age 

quake” is being experienced - a global transition from high birth and death rates to 

low fertility and mortality.  

 

The effects of HIV and AIDS, leading to high mortality in the 15 – 49 age group, are 

exacerbating the shift and leaving countries  with a declining total population within 

which the proportions of the very young and the elderly are increasing. The 

developing world faces the harsh reality that it is growing old before it is rich, with 

potentially traumatic consequences for older people, their families and societies. 

With this trend, the need for Social Security, particularly for the elderly is not an 

option. 

1.3.3 Poverty Alleviation 

Pensions play an important role in poverty alleviation of the elderly - one of the most 

vulnerable groups in any society, particularly older women. According to Richardson 

(1960), old age is the greatest cause of poverty, because of their own incapacity due 

to infirmities of age or because of the rigidities of the employment market, large 

number of people does not work for the last eight to ten of their lives. They have to 

be maintained during this period. They are low income earners, as their income stop 

at retirement. At this point then, the SSIs are of much important to maintain the 

living standard of the elderly at the level acceptable to the society.  

1.3.4 Strengthen Social Relation for the Elderly 

Receiving and sharing a pension cements intergeneration relationships and makes the 

elder more integrated into communities, rather than feeling like a burden on their 

families. The following examples of the positive social impact which pension can 
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have are taken from Help Age International„s Social Protection Facts and Figures 

(Help Age International, 2006b); 

Pensions reduce the poverty gap ratio by 13% in South Africa and increase the 

income of the poorest 5% of the population by 50%; 

In South Africa, families receiving a pension are 11% less like to become poor. 

1.4 Early Withdrawal 

Early withdrawal is the withdrawal of funds from a fixed-income investment before 

the prescribed time. Early withdrawal may come from a certificate of deposit before 

its maturity. More often, however, withdrawal refers to a condition where by member 

is allowed to take all his/her contributions in one lump sum from a retirement 

account before the appropriate age (usually 55years for voluntary retirement or 60 

years for compulsory retirement).   

 

An early withdrawal is also called an early distribution or a premature distribution. 

Premature withdrawal can also be defined as an early withdrawal from a pension 

fund, for purposes other than retirement, by a contributing member who is under the 

retirement age. It is therefore the situation where by individuals /workers cash out 

their retirement account when leaving their jobs before the retirement age. 

As it has been identified earlier, the purpose of pension is to ensure that the life 

standard of the retirees is maintained upon reaching the retirement age. Allowing 

premature withdrawal would defeat this purpose of the pension schemes.  

1.5 Statement of the Research Problem. 

The ILO, defines social security as protection that the society should provide for its 

members through a series of public measures against social and economic distress, 

which otherwise would have been caused by sudden stoppage or substantial 

reduction of an income, accruing from specific contingencies such as sickness, 

employment (workplace) injury, maternity, invalidity (disability), old age, death and 

the provision of medical care subsidies for families with children. 

The objectives of Social security is “to ensure that members of the society meet their 

basic needs and are protected from contingencies to enable them to maintain a 

http://financial-dictionary.thefreedictionary.com/Withdrawal
http://financial-dictionary.thefreedictionary.com/Funding
http://financial-dictionary.thefreedictionary.com/Certificate+of+Deposit
http://financial-dictionary.thefreedictionary.com/Maturity
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relatively decent standard of living consistent with social norms”. Dau (2003) and 

(URT, 2003). 

Much of the literature on social security in Tanzania has identified social  security 

objectives as the  protection provided by society to its members through  public 

measures against the economic and social distress which otherwise would be caused 

by the stoppage or reduction of earnings arising from contingencies. In most cases 

the contingencies are associated with either the temporary or the permanent loss of 

income (Omari 1994, Mallya 1994). 

 

Therefore; according to ILO social security measures in their conventional form are 

intended to provide a decent standard of living to people who are unable to earn an 

income due to the mentioned contingencies. “Social security firms are not banks, and 

their task is to provide old-age pensions.”  Irine Isaka (2012) The major domains of 

social security are: poverty prevention, poverty alleviation, social compensation and 

income distribution. 

 

As it has been noted earlier, any social security measure, aims at giving individuals 

and their families the confidence that, their level of living and quality of life will not 

erode by social or economic eventuality. In developing countries like Tanzania, 

Social security objectives are said to be attained if individual members meet his/her 

daily life needs/expenses such as buying food, supplies, proving clothes and school 

materials for their children plus taking care for relatives infected with HIV/AIDS, as 

well as look after their orphaned grandchildren even though he/she face the social 

economic distress. 

 

Unfortunately, early withdrawal goes against the underlying objectives for 

establishing the social security systems.  Early withdrawal refers to a condition 

where by member is allowed to take all his/her contributions in one lump sum from a 

retirement account before the appropriate age (usually 55years for voluntary 

retirement or 60 years for compulsory retirement).     
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“The public views social security funds as savings institutions that are supposed to 

refund their contributions with interest at any time when they lose employment, 

regardless of their age”. Kabwe Zitto (2013).Usually if a person gets withdraw (lump 

sum) payment, then that person is disqualified from receiving old-age pension; 

unless he re-employed and gets enough contribution credits to qualify for old age 

pension.  “By allowing members to execute early withdraw pension contributions 

from social security schemes would impact negatively on their security when they 

retire” SSRA (2012) If that is the case, then this study is going to investigate the 

reasons for the members‟ early withdrawal from retirement savings accounts and the 

effects after.  

1.6 Research Objectives  

The main objective of this research was; to investigate and understand the causes and 

effects of the early withdrawal from their retirement saving accounts. 

The specific objectives of the research were; 

 

 To examine the cause and effect of early withdrawal to members from social 

security schemes.  

 To examine the members understanding over the impact/effects of the early 

withdrawal 

1.7 Research Questions 

The aims of this research were; to understand the cause and effects of early 

withdrawal from the retirement savings. Therefore the research questions to this 

study were; 

 

 What are the cause and effect to members from early withdrawal benefit? 

 How the stakeholders/members do affected from early withdrawal benefits?  
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1.8 Significance of the Study 

The retirement savings plays important part in sustaining the living standard of the 

retirees and those with disabilities resulting from their works. Early withdrawal of 

the retirement savings is currently a problem facing the social security system in 

Tanzania and it goes against the underlying objectives for establishing the social 

security systems. 

 

Therefore the significance of this study rests on its attempt to unveil the causes and 

effects for the member‟s early withdrawal of their retirement savings.  

Academically, this will improve our understanding on the causes and the effects of 

premature withdrawal of the contributing members. The researchers and students 

dealing with social security studies will find this study a usefully type of literature 

relevant to their career. The study also might be used as a useful tool for future 

researches that might be trying to cover probable gaps which might arise from this 

study due to some scope and limitations of the study. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction 

In this chapter, a selective theoretical and empirical literature review is carried out. 

The review is not exhaustive, but nonetheless summarizes some of the findings in the 

field. 

2.1 Theoretical Literature Review 

The theoretical literature review on the investigation of the causes for the members‟ 

premature withdrawal of their retirement savings originates from the Life Cycle 

Theories of Savings and Consumption, Time value of money and Demand and 

Supply theory. The three are discussed in detail in the paragraphs that follow; 

2.1.1 Life Cycle Theories of Savings and Consumption 

This is made up of three theories, the Life Cycle Hypothesis (LCH), Permanent 

Income Hypothesis (PIH) and Relative Income Hypothesis. These are the three 

popular economic theories explaining the individual‟s consumption and saving 

behaviour. All three theories have their conceptual roots in the microeconomic 

theory of consumer choice. These theories are explained hereunder; 

2.1.1.1 The Life Cycle Hypothesis 

The life-cycle hypothesis (LCH) by Modigliani and Brumberg (1954)  is the first 

theory. Life-cycle hypothesis analyzes consumption pattern of individuals. Life-

cycle hypothesis, suggests that individuals desire and try to maintain a constant 

standard of living throughout their lifetime. Since after a certain age, individuals may 

retire from active work, they have to ensure enough funds to sustain their standard of 

living beyond retirement age. 

 

 

http://www.economypedia.com/wiki/index.php?title=Consumption
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 People maximize utility of their future consumption, postulating that the main 

motivation for saving is to accumulate resources for later expenditure and in 

particular to support consumption at the habitual standard during retirement (Jappelli, 

2005).  Early withdrawal goes against these findings. Early withdrawal reduces the 

stock of wealth that a person may accumulate for consumption at retirement. 

2.1.1.2 The Permanent Income Hypothesis (PIH) 

The permanent income hypothesis (PIH) is a theory of consumption that was 

developed by the American economist Milton Friedman. In its simplest form, the 

hypothesis states that the choices made by consumers regarding their consumption 

patterns are determined not by current income but by their longer-term income 

expectations (Jappelli and Modigliani, 1998). The key conclusion of this theory is 

that transitory, short-term changes in income have little effect on consumer spending 

behaviour. However, the life-cycle and permanent income hypotheses are the most 

similar; both theories assume that individuals attempt to maximize their utility or 

personal well-being by balancing a lifetime stream of earnings with a lifetime pattern 

of consumption.  

2.1.1.3 Relative Income Hypothesis 

The relative income hypothesis is quite different. It theorized that individuals are less 

concerned with their absolute level of consumption than with their relative level. 

Relative income hypothesis states that the satisfaction (or utility) an individual 

derives from a given consumption level depends on its relative magnitude in the 

society (e.g., relative to the average consumption) rather than its absolute level 

(Jappelli and Modigliani, 1998). It is based on a postulate that has long been 

acknowledged by psychologists and sociologists, namely that individuals care about 

status.  

 

Relevance of the Theory 

Of the three “life cycle theories of savings and consumption”, the life cycle 

hypothesis (LCH) is of concern in this study. The life-cycle model predicts that 

individuals save while they work in order to finance consumption after they retire. 

http://en.wikipedia.org/wiki/Consumption_%28economics%29
http://en.wikipedia.org/wiki/Economist
http://en.wikipedia.org/wiki/Milton_Friedman
http://en.wikipedia.org/wiki/Consumer
http://en.wikipedia.org/wiki/Present_%28time%29
http://en.wikipedia.org/wiki/Expectation
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This means that, under normal circumstances, it is not expected for a person to 

withdraw and consume his retirement saving before reaching the retirement age, but 

early withdrawal goes contrary to this goal. Therefore this study tries to identify 

factors which influence members to make early withdrawer to social security 

savings. 

2.1.2 The concept of time value of money 

One of the basic concepts of business economics and managerial decision making is 

that the value of an amount of money to be received today is not equal to the value of 

money to be received in the future depends.  Most individuals value the opportunity 

to receive money now higher than waiting for one or more periods to receive the 

same amount (Pandey, 2004).  

 

The time value of money means that money can be invested today to earn interest 

and grow to a larger amount in the future (Spiceland, Sepe and Tomassini, 2004). 

The only requirement for this concept to be valid is that there be a positive rate of 

interest at which funds can be invested. The time value of money affects a wide 

range of business decisions. According to Pandey (2004), there are three reasons why 

a cash flow in the future is worth less than a similar cash flow today.  

 

i. Most people have subjective preference for present consumption over to 

future consumption. People would have to be offered more in the future to 

give up present consumption.  

ii. When there is monetary inflation, the value of currency decreases over time. 

The greater the inflation, the greater the difference in value between a cash 

flow received today and the same cash flow to be received sometimes in the 

future. 

iii. Any uncertainty (risk) associated with the cash flow in the future reduces the 

value of the cash flow.  
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Relevance of the study 

The time value of money might be of use in explaining the causes of early 

withdrawal from retirement saving accounts. There is a possibility that the members 

are influenced by the time value of money in making early withdrawal decisions. As 

a result of the member‟s understanding over the concept of „time value of money‟, 

then there is a possibility that members are making early withdrawal either to get 

cover from the rising inflation rates or to avoid the risk that the money they are 

saving may not be delivered to them personally, particularly in case of death. 

2.1.3 Demand and supply theory. 

The theory state that “when other things remain constant, the price of things are 

determined by the forces of demand and supply”. 

Thus, the forces of demand and supply are determining the prices of things but this is 

possible only under assumption of “when other factors remain constant”. In our study 

specifically the forces of demand and supply of man power (labour market) are 

determine the rate of un-employment or employment level. Hence leads the 

determination of pre-mature/early withdrawal. 

 

Therefore, other possible influences on workers‟ retirement decisions remain 

unchanged, such factors are macroeconomic factors like national wealth, social 

factors and political factors remain constant. For example, from a supply side 

perspective, when unemployment rates reflect the chances of finding new 

employment, higher unemployment rates lead to more early retirement through 

discouragement (Walker 1985, Blöndal and Scarpetta 1999). Similarly, from a 

demand side perspective, changes in unemployment rates are indicators of demand 

shocks (Duval 2003, Dorn and Sousa-Poza 2004, 2005a)  

 

Relevant of the theory; 

The demand and supply theory try to shows that the forces of supply and demand of 

labour will lead to have highly or low rate of labour mobility as a result the early 

withdrawal also become either high or low. 
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Therefore, this theory is relevant to our study since it shows the possible causes of 

early withdrawal of members from social security schemes   

2.2 Empirical Studies  

This is concerned with finding out what others have done so far in establishing the 

causes for early withdrawal of retirement savings. Therefore, under the empirical 

studies, we are going to examine the findings for United States of America, India and 

Tanzania. 

2.2.1 United States of America  

Many Americans do not save outside of Social Security for retirement. In 2009, only 

20 percent of private sector workers under age 65 were enrolled in employer pension 

plans that will pay a defined benefit in retirement. Another 43 percent worked for 

employers that offered retirement savings plans such as 401(k)s, but only 70 percent 

of them  elected to participate. Pension coverage and participation for public sector 

workers is much more common. Workers can also contribute to Individual 

Retirement Accounts (IRAs), but only about 10 percent did so in 2004 (Butrica, 

Zedlewski and Issa, 2010).  

 

Despite the fact that many Americans save in social security, policymakers are 

searching for ways to increase retirement savings outside of Social Security, such as 

by promoting automatic enrolment in employer 401(k) plans and individual 

retirement accounts (IRAs). Setting aside funds regularly is not enough, however, to 

guarantee sufficient retirement savings (Butrica, Zedlewski and Issa, 2010).  

2.2.1.1 Early Withdrawal   

In USA, it has been found that, early withdrawals are infrequent but represent a 

significant loss to retirement savings. Withdrawals represented a relatively large 

share of savings for those who withdrew. Average withdrawal amounts accounted for 

20.9 percent of average account balances. Those with lower assets withdrew 

significantly higher shares of their assets than those with higher assets. 

Unfortunately, more vulnerable individuals, especially those with no other financial 
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assets and those with less education, not only have the least amount of savings in 

retirement accounts, but also the highest withdrawal rates 

This combination helps explain why these groups typically end up with little else 

than Social Security in retirement. The results highlight the need to strengthen the 

retirement and general savings policies. 

2.2.2 India 

India has developed a fairly complex system of social security since the 1950s. It has 

a defined benefit (DB) pension system for the civil servants. For the private sector 

workers, a mandatory defined contribution (DC) scheme has existed since 1952, but 

the coverage is confined to firms employing 20 or more workers. This has remained 

unchanged since then. In 1995, a DB scheme was implemented for the private sector 

workers. Its coverage, however, is somewhat lower than for the DC scheme, but the 

membership in the two schemes exhibits substantial overlap (Asher, 2009). 

2.2.2.1 Early Withdrawal 

In India, withdrawal of mandatory savings before retirement is very common. This 

reduces the period over which retirement savings can earn compound interest, 

adversely impacting the level of accumulated balances at retirement (Asher, 2009).  

The employees‟ Provident Fund Organization (EPFO) has urged the government to 

bar workers from pulling out their PF balances on changing jobs. Partial withdrawals 

by way of advances are allowed to members for specified purposes, including 

housing, marriages, etc. A member‟s full account balance is paid out in the case of 

normal retirement, total and permanent disablement, death in service, and early 

retirement. The benefit is paid in lump-sum form only. 

2.2.3 Tanzania 

Withdrawal is the type of benefits previously offered by the Provident Fund 

Schemes. It is the condition where by a member is allowed to withdraw all his/her 

contributions in one lump sum. Usually if a person gets withdraw (lump sum) 

payment, then that person is disqualified from receiving old-age pension; unless he 

re-employed and gets enough contribution credits to qualify for old age pension.  
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The historical genesis of withdraw benefit goes back during the colonial era. This 

system has existed in Tanzania well before independence; whereby various policy 

statements were made and Acts passed in regard to the protection of the population 

against contingencies like injury, loss of employment and old age where by payment 

were made only in one lump sum.  

 

These include among others; the Master and Native Ordinance Cap 78 as amended 

by Cap. 371, Provident Fund (Government Employees) Ordinance Cap 51, Provident 

Fund (Local Authorities) Ordinance Cap. 53, and the Workmen‟s Compensation 

Ordinance Cap 262. After independence new legislations were enacted and others 

amended. These include the Severance Allowance Act No. 57 of 1962; the National 

Provident Fund Act No. 36 of 1964 amended by Act. No. 2 of 1975 which was later 

repealed and replaced by the National Social Security Fund Act No. 28 of 1997.  

The Provident Fund is a defined contribution scheme, the lump sum is calculated at 

retirement or at termination of employment on the basis of the absolute former 

contribution payments and the contribution payments are based on the absolute 

amount of the salary. 

 

However, one of the original features of the Provident Fund permitted members to 

withdraw their contributions from the Fund in a lump sum if they became 

unemployed for at least 6 months. This was always a popular provision, which 

accounted for the majority of benefit claims. NSSF members have sought retention 

of this right to withdrawal benefit up to the present regardless of the transformations 

made from Provident scheme to Social Security Scheme and wide range of benefits 

offered with the current scheme which conforms to the ILO standards. 

2.2.3.1 Causes of early withdrawal 

There are several studies that have tried to explain the causes of early withdrawal. 

These are studies with regards to developments of social security in Tanzania during 

the period of structural adjustment. Structural adjustment policies have led to the loss 

of members from the social security schemes such as the Parastatal Pension Fund and 

the National Social Security Fund because of retrenchment. “The reason withdrawals 
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are more common to NSSF and PPF is that both schemes have majority membership 

drawn from the private sector, where the labour market is volatile compared with the 

public sector,”  Shemliwa, Sadi (2013). 

“Most of the victims of retrenchments and job losses lack alternative benefits. 

Difficulty in accessing credit from banks and financial institutions make social 

security savings an easy target for capital needs, contrary to its objective of life 

insurance contingencies,” Kabwe Zitto (2013). 

 

Some of the members withdrawing from pension funds were using the cash to meet 

basic financial obligations, like paying school fees for their children, in the wake of 

high inflation.  Shemliwa Sadi (2013). 

Another study shows that the possible causes for early withdraw from social security 

house in Tanzania is the inadequate benefit. Since the main aim of social security is 

to help individuals maintain a reasonable standard of living when faced with social 

and economic contingencies, there has been an increasing recognition of the need to 

understand the adequacy of benefits. Studies by Mangangila (1976), Mataba (1983) 

and Mlyansi (1991) show that the amount of benefit provided by various formal 

security schemes in Tanzania are insufficient to avert poverty and they have thus 

failed to provide adequate social protection to members in distress. 

 

Early withdrawal from social security in Tanzania has led to the drain on the 

resources of the social security schemes due to the payment of benefits to thousands 

of workers who were withdrawn prematurely. “By allowing members to withdraw a 

total of Tsh119.66 billion ($74.788 million) in 2011, schemes were denied the 

opportunity to increase pensions in payment by five per cent to the detriment of 

pensioners, This amount of money is equivalent to five per cent of pension paid in 

2011”. Shemliwa  Sadi (2013). 

 

Some studies are concerned with the adequacy of social security in Tanzania in terms 

of coverage. This includes the study by Tungu (2010) and Baruti (2007b). The study 

by Tungu (2010) analyses the status of community social well-being in Tanzania. 

The study found out that social safety net requirement in Tanzania is more 
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conspicuous in rural and that most of the Tanzanians are vulnerable to social and 

economic insecurity, and so vulnerable to poverty. On the other hand, from Baruti 

(2010), it is evident that despite the existence of several social security arrangements 

in the country, the majority continues to remain without formal social protection. 

 

There are other studies that have focused on the benefits provided by the pension 

schemes. The study by Mutero, Bishota, Kalema and Kayiira (2010) indicates that, in 

Uganda, some retirement benefit schemes allow members to borrow to finance their 

housing, but that is not the case for Tanzania. In Kenya, The Retirement Benefits 

(Mortgage Loans) Regulations of 2009 allow a retirement benefit scheme to assign 

up  to sixty per cent (60 per cent) of a member‟s accumulated benefits to guarantee a 

similar amount to an approved lender, including microfinance institutions (Mutero, 

Bishota, Kalema and Kayiira, 2010). Still this is not the case for Tanzania. Lack of 

these services might be another factor that contributes to the early withdrawal of 

retirement savings in Tanzania. These findings suggest that, the Tanzania SSIs are 

not matching together with other East African SSIs. 

 

Also there are studies which try to show SSIs efforts in solving the housing problems 

in Tanzania and East Africa at large. The rationale for SSIs to participate in the 

development of housing schemes is explained by the fact that housing loan facility is 

among the most preferred benefit by respective members (Baruti, 2007b). 

 

Generally, payment of withdraws to insured persons has far reaching negative 

impacts both to individual members and the nation at large. withdraw of members‟ 

contributions operated under Provident System is not recommended by the 

International Labour Organization (ILO) as it defeats the meaning of principles of 

social security which requires steady distribution of income for entire life of the 

member, and  also the system was considered to be inadequate as the amount paid to 

member in a form of withdraw is usually affected by inflation; that is why social 

security schemes in Tanzania and other developing countries has gone into reforms 

to provide a wide range of benefits which conforms with the ILO standards. 
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2.2.3.2 Impact of early withdrawal to an individual insured person.  

Non qualification to old age pension 

A person withdrawing his contributions is unlikely to qualify for old age pension 

leave alone other benefits. Payment of withdraw focus exclusively on retirement and 

do not include other benefits. “They operate as individual savings accounts, with 

beneficiaries entitled to a lump sum payment”. Shemliwa Sadi (2013) 

 

Failing to meet the beneficiary needs. 

Amount paid as withdraw is always eroded by inflation and this is the major 

disadvantage of benefit withdrawal system operated under Provident Schemes; Also 

it is one of the reasons for transformations from Provident Scheme to a Pension 

Scheme. The amount paid under withdraw system does not meet the needs of the 

beneficiary. The beneficiary enjoys cash in the short run but becomes insolvent in the 

long run leading to a begging community. 

 

Poor or unplanned expenditure. 

Experience shows that money paid as withdraw does not last longer due to poor or 

unplanned expenditure. The beneficiary always becomes insolvent just after very 

short period due to changes in the expenditure pattern after having received the lump 

sum payment. 

 

Speculation over personal investment opportunities. 

“Majority of members who opt for withdrawal benefits are always dreaming or 

speculating to have their own personal investments out of the withdrawn money”. 

Shemliwa Sadi(2013) Practically, only very few succeed in personal investments, 

majority do not succeed due to lack of basic business knowledge and expertise and 

end up seeking new employment for sustaining their daily living. 

 

Beneficiary bear the Risk. 

Withdrawal benefit comprises accumulated contributions plus accrued interests. 

Interest rates offered depend on the investments returns. When there is poor 

performance on the investment; the interest rates pegged to the amount withdrawn is 
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also affected (lowered). That means under withdraw system; beneficiaries also bear 

the risk. The beneficiary is guaranteed with the amount contributed but not the 

interest rates. 

2.2.3.3 Impact of early withdrawal Benefit to the Nation. 

Apart from withdraw system having negative impact to the individual beneficiaries; 

the same has also some negative impact to the nation as a whole. 

 

Increasing number of dependent elderly people. 

Majority of members pressuring for withdraw of contributions are young at the age 

ranging between 30 and 45 years. The impact of withdraw to such people cannot be 

observed now but in future it will lead towards having good number of old people 

who cannot fend for themselves and the same people will blame the government for 

not taking necessary steps to assist them. Take an example of Ex Employees of East 

African Community. 

 

Increasing burden to the government. 

Currently, there is an outcry and social groups are putting much pressure to the 

government to introduce Universal Pension to all old people without exception. And 

indeed; the Government is planning to introduce universal pension to all. The future 

outcry for universal pension and the burden to be placed to the government shoulder 

is so big taking into considerations that there is a good number of young people who 

are now pressuring to withdraw their pension contributions from the Pension Funds. 

By withdrawing their contributions; these people are going out of coverage of the 

social security protection 

Thus the aim of this study to investigate over the causes of early withdrawal from 

retirement savings in Tanzania. 

2.3  Hypothesis 

Hypothesis is a formal question that he intends to resolve. Thus a hypothesis may be 

defined as a proposition or a set of proposition set forth as an explanation for the 

occurrence of some specified group of phenomena either asserted merely as a 
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provisional conjecture to guide some investigation or accepted as highly probable in 

the light of established facts. Kothari (2002). 

As it has been identified earlier, the purpose of pension is to ensure that the life 

standard of the retirees is maintained upon reaching the retirement age. Allowing 

premature withdrawal would defeat this purpose of the pension schemes.  

2.3.1 The causes of early withdrawal on retirement savings. 

There are several possible explanations for the drop in retirement ages in OECD 

countries in recent decades. It has coincided with increased affluence, and higher 

incomes could have increased the demand for leisure at older ages. It has also taken 

place against the background of deteriorating labour market conditions in most 

OECD countries, which have arguably put older workers at a disadvantage in 

competition for jobs. 

 

 Moreover, in some countries, the expansion of occupational pension schemes 

voluntarily negotiated between employers and employees, may have made early 

departures from the labour market an attractive option for some workers. Finally, the 

increase in the financial incentives to early retirement embedded in public social 

security systems, including old-age pensions and other non-employment benefits, has 

also been identified as an important factor. In developing country like Tanzania there 

are various reasons put forward regarding payment of withdrawal benefit before 

retirement age. Reasons are detailed here-under,    range from ignorance of social 

security to volatility of labour market in the country. 

 

Lack of awareness of social security 

One of the major challenges Social Security institutions are facing is lack of 

awareness of social security among Stakeholders. The Public view Social Security 

Funds as savings institutions which are supposed to refund back their contributions 

with interest at anytime when they lose employment regardless of their age.  

Lack of alternative means after loss of employment 
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The key argument put forward to support withdrawal is lack of alternative means of 

survival after loss of employment especially for low skilled labourers. This reason is 

augmented further by the volatility of the labour market where demand do match the 

supply. The proponents of this argument, which sounds „real‟, do not even accept 

partial withdrawal as mitigation factor to reduce the impact of withdrawal with its 

associated risks. 

 

Current needs versus future needs 

Advocates of withdrawal benefits argue that, people cannot think of future needs 

while they are encountered with current needs. The current needs range from housing 

needs to educational needs among others. In other words, there are ready to 

contribute on condition that when such needs arise social security savings should be 

utilized instead of waiting for old age benefits. 

 

Limited accessibility of credit facility 

Difficult conditions for accessibility of credit from Banks and Financial institutions 

make social security savings an easy target for capital needs contrary to its objective 

of life insurance contingencies. Any point of departure from this fact however 

attractive may be is not supported at all by proponents of withdrawal benefits. 

 

Bad history of pension in the Country 

The history of pension in this Country does not paint good picture to the current 

generation. Before establishment of PPF in 1978, conversion of NPF to NSSF in 

1998 and establishment of PSPF in 1999 to pay pension, pension was only paid to 

civil servants from the tax collections. The amount of pension was very small and 

unattractive. Therefore, this notion has remained in the people‟s mind as they witness 

their grandparents and parents relinquishing in absolute poverty. 

2.3.2 The Impact of Early Withdrawal on Retirement Savings. 

Early retirees and those changing jobs can now fully access their pension savings. 

Though it offers a lifeline to thousands of Tanzanians living in poverty with billions 

of shillings of their savings frozen in pension accounts, but to allow premature 
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withdrawals under the pension scheme would defeat the purpose of accumulating a 

corpus large enough to generate a reasonable pension. 

The impacts of allowing early withdrawal from social security savings will include 

the following; 

 

Reduction of benefit at retirement 

The provision of liberal non-refundable withdrawal facility from provident funds 

during the employment period significantly reduces the quantum of benefit at 

retirement.  Unfortunately, more vulnerable individuals, especially those with no 

other financial assets and those with less, not only have the least amount of saving in 

retirement accounts, but also the highest withdrawal rates. This combination helps 

explain why these groups typically end up with little else than social security in 

retirement (Butrica, Zedlewski and Issa, 2010). 

 

Inadequate Benefits 

The ILO (2008) found out that, in Tanzania, scheme benefit levels are inadequate 

due, in the main, to the practice of allowing early withdrawal of contributions plus 

interest upon scheme members becoming unemployed and the taking of a lump sum 

upon retirement. This greatly reduces the effectiveness of these types of provisions as 

a poverty alleviation tool and results in the schemes not operating as originally 

intended. With early withdrawal, the pool of pension savings look set to reduce or 

grow at slower pace hurting the investment market and the fund management 

business that has been relying heavily on pension savings. 

 

Lack of Income at Old Age 

Also, there is a need to review policies concerning withdrawal of accumulated 

balances. Present system of liberal non-returnable lump sum withdrawal often results 

in inadequate provision during the old age.  Concern is also rising over the fact that 

labour market volatility that forces individuals to change employment frequently 

could see individuals squander their retirement savings leaving them with nothing at 

the end of their working life. 
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2.4 Research Gap 

The trend of premature withdrawal is on the rising, yet, it‟s not known for sure what 

forces people to make premature withdrawal in the developing countries. The 

literature addressing the issue of early withdrawal, are mostly concerned with the 

developed economies, like the USA and UK and little have been done for poor 

economies like Tanzania. These studies, which have been done in the developed 

economies, may not be representative of the developing economies situation for a 

number of reasons to include the following; 

 

i. Knowledge gap over  the impact of early withdrawal on retirement saving 

accounts  

ii. Difference birth and death. 

iii. Wealth difference between developing and developed country members. 

iv. Difference level of employment/un employment. 

v. For this reasons, then there is the need to conduct similar studies to find out if 

similar reasons hold for the developing economies like Tanzania as well. 

Therefore, this study is going to establish the reasons for premature 

withdrawal and their effects in the context of Tanzanian environment.  

2.5 Conceptual framework. 

The conceptual framework in this study considered both independent and dependent 

variables. Thus, the causes of early withdrawal of member from social security 

institutions in Tanzania depend on the forces of labour market through demand and 

supply theories and the concept of time value of money theories, both of these 

theories may leads members to lose jobs hence reduction of income, as a result 

failure to meet life expenses like heath cost, education and capital, the said may 

cause early withdrawal of members from social security. The withdrawal caused by 

these factors may also cause the effects of early withdrawal, such as leads to have no 

old age benefit hence increase poverty to old people and society due to increase on 

dependents elders. From this ground the researcher designed below conceptual 

framework. 
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Figure 2.1 Conceptual framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Researcher findings, 2013 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0 Introduction 

The purpose of this section is to discuss the research methodology that will be 

applied for this study. The research paradigms, research design, area of the study and 

its justification, the population of the study, sample size and sampling procedures, 

data collection methods and analysis and data validity and reliability will be included 

in the discussion. 

3.1 Research Methodology and Methods 

“Everywhere, our knowledge is incomplete and problems are waiting to be solved”. 

The role of research is to provide a method for obtaining those answers by 

inquiringly studying the evidence within the parameters of the scientific method” 

(Leedy, 1997). 

 

Research methodology is then a way to systemically solve the research problem 

(Kothari, 2002). Unrau, Krysik and Grinnell (1997) viewed the research 

methodology as the use of qualitative or quantitative approaches to find an answer to 

a specific problem. De Vos (2002) elaborates on this definition and suggests that the 

descriptions of participants, research design, sampling, methods of data collection 

and measuring instruments be included as part of the research methodology. 

 

But, research methods refer to all those methods or techniques the researcher use in 

performing research operation Kothari (2002). Research methodology has many 

dimensions and research methods do constitute a part of research methodology. The 

scope of research methodology is wider than that of research methods. 
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3.3 Research Design  

Research design is the framework or plan for a study used as a guide in collecting 

and analyzing data. It is a design used to structure the research, to show how all of 

the major parts of the research project work together to try to address the central 

research questions. Research design presents the links that hold the research project 

jointly. Kothari (2002), viewed research design as the conceptual structure within 

which the research is conducted. It further constitutes the plans for collection, 

measurement and analysis of data. 

 

The research method/technique to be used by this study is case study. Case study 

seek to describe a unit in detail, in context and holistically. In case study, a unit is 

studied across many variables. This design is recommended because it is 

comparatively less cost and data collection is more manageable than in other 

research designs. Also, the case study design is proposed due to its flexibility in 

collection of data during the actual field work and in depth study rather than breadth 

study (Kothari, 2002). National Social Security Fund (NSSF) is intended for this 

study as the case study, given that the researcher is working in that organization thus 

it has a cost advantage on the side of the researcher 

3.4 Study Area 

The study will be conducted in Dar es Salaam rergion, with its corresponding offices 

such as Kinondoni, Temeke and Ilala. These are the offices that can be easily 

accessed, with the present constraints of fund and time required, if the study is to 

cover a wider geographical area. Furthermore, the three offices are the leading 

offices through which members are making early withdrawals. 

3.5 Population of the Study 

The population is the entire set or universe, of people, objects or events of concern to 

research study, from which a sample is drawn (Unrau, Krysik and Grinnell, 1997). 

The population of this study consist of two entities, the contributing members of 

NSSF and the staffs of NSSF. 
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3.6 Sampling Technique 

A sample is the representative of the population. Two samples will be used for the 

purpose of this study, Simple random sampling and systematic sampling. The first 

sample will be a sample taken from the population of the contributing members and 

the second sample will be a sample taken from the population of the NSSF staffs. 

These techniques will cover almost all cadres, since the withdrawals affected by all 

members.  

 

Both samples will be selected by using purposive sampling technique. This type of 

sampling will be adopted for this study as it allows the researcher to target a group of 

people believed to be reliable for the study. Furthermore, members of the population 

under the study are difficult to reach, with this situation purposive sampling is more 

useful as it allow the researcher to uses his/her judgement in selecting respondents 

based on the population parameters.  

3. 7 Sample size 

A sample size consults 100 respondents who were found in Kinondoni, temeke and 

Ilala NSSF offices. The sample size determined modes to enhance representation and 

maximizes objecting of the study and ensuring reliability of the data collected, the 

100 respondent by been selected based on the fact that the study are a small scale 

research and conducted in limited reserves . The sample will distributed into two 

categories of respondents of whom are the NSSF staff and contributing members of 

NSSF.  

3.8 Data Collection Methods 

The study will use primary sources of data collection. Primary data is data collected 

from the original source of information. Under this study, the methods that will be 

used for collecting primary data are interview and the questionnaire. The two 

methods are explained in details in the next paragraph. 
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3.8.1 Interview 

An interview is a purposive discussion between two or more people (Kahn and 

Cannel, 1957). Interview involves presentation of oral-verbal stimuli and reply on 

terms of oral-verbal responses (Kothari, 2002). Personal interview require a person 

known as interviewer asking questions, generally face to face – at times interviewee 

may also ask questions and interviewer responds. 

 

Interview will be the most functional and practical way of conducting this study for 

the reason that it allows the researcher to have the personal contact with the 

respondent personal experiences. The interview will consist of both, structured 

questions and semi-structured questions, that is, a semi-structured interview. The 

structured questions will resemble those in the questionnaires, in this case the 

interview will be used as an alternative means for respondents to provide 

explanations and more detail information on issues which questionnaire fail to 

capture. 

 

Furthermore the use of structured questions ensures that answers can be reliably 

aggregated and that comparisons can be made with confidence between sample 

subgroups or between different survey periods. In other words, this type of research 

method is easy to standardise, thus provides a reliable source of data. 

3.8.2 Questionnaires 

A questionnaire is a research instrument consisting of a series of questions and other 

prompts for the purpose of gathering information from respondents. A questionnaire 

is sent to the respondent with a request to answer the questions and return the 

questionnaire (Kothari, 2002). According to Saunder (2007), the way in which 

questionnaire is administered, help to maximize responses. To maximize responses 

for this study, the questionnaire will include both, close-ended and open-ended 

questions in gathering data. The close-ended questions will be in the form of multiple 

choices where respondent picked answer which they feel to be correct while the 

open-ended questions, will require the respondent to fill in the empty spaces by 

giving their feelings, experiences and opinions. 

http://en.wikipedia.org/wiki/Research
http://en.wikipedia.org/wiki/Question
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This study will employ the questionnaire method as it assures confidentiality upheld, 

time saving and absent of bias since they are provided in the paper format. On top of 

that, questionnaires can be used to collect data quite quickly and data can be 

processed easily by software packages, such as Excel.  

3.9 Data analysis 

According to Neuman (1997), data analysis involves “examining, sorting, 

categorizing, evaluating, comparing, synthesizing and contemplating coded data as 

well as reviewing the raw and the recorded data”. 

The data collected will be analysed both quantitatively and qualitatively. Tables and 

figures will be used to present findings. Statistical Package for Social Scientists 

(SPSS) will analyse quantitative data. Content analysis will be used to analyse open-

ended questions. Content analysis emphasizes an integrated view of speech/texts and 

their specific contexts.  
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CHAPTER FOUR 

DATA ANALYSIS AND PRESENTATION 

4.0 Introduction 

The purpose of this chapter is to present data that was collected from the study area. 

Data is then analyzed and discussed based on the research objectives and research 

questions. The main objective of this research is to investigate the reasons for the 

subscribers early withdrawal from their retirement saving accounts (that is, from the 

pension funds) and the effects after.  

 

The analysis has been done by the help of a Statistical Package for Social Sciences 

(SPSS) also known as statistical product and service solutions which is social 

program software for managing and analyzing social scientific data. Furthermore, 

findings on qualitative administered questionnaires are given here as a confirmation 

of quantitative performance as analyzed.  Lastly, discussion of results is provided in 

this chapter too. 

4.1 The Analysis  

4.1.1 Members Characteristics based on gender, age, education and family size 

It is necessary to know the characteristic of the interviewed members so as to know if 

it is appropriate to generalize the findings to the whole population, or it is just related 

to a certain particular group. 

The analysis of data that led to the finding which are in this report has been done by 

the help of SPSS data analysis software. All table and figures have been 

automatically generated from the software according to responses obtained. 

4.1.1.1 Gender  

In this study, 52% of the members interviewed were women and the remaining 48% 

were men. The number of women and men were almost equal (see table 4.1 and 

figure 4.1 below). This indicates that, both, men and women equally participate in 
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retirement saving plans. With this findings it is then possible to say that early 

withdrawal equally affect men and women.  

Table 4.1: Gender of members interviewed 

 

Gender Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 48 48.0 48.0 48.0 

Female 52 52.0 52.0 100.0 

Total 100 100.0 100.0  

 

Source: Field Data 

Figure 4.1: Gender of members interviewed 

 

Source: Field Data 
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Furthermore, it was revealed that there is no direct relation between gender and 

making early withdrawal. Of all the respondents, 25% male respondents were willing 

to make early withdrawal, while the female respondents with the same standing were 

30%. On the other hand those who were not willing to make early withdrawal stand 

at 17% for male and 19% for female respondents. The remaining 9% of the 

respondents remain silence as to whether they are ready to make early withdrawal or 

not. (See Table 4.2) 

Table 4.2: Relationship between Gender and Early withdrawal Decision 

  

 

Making Early Withdrawal 

Total 

No 

response Yes No 

Gender Male 6 25 17 48 

Female 3 30 19 52 

Total 9 55 36 100 

 

Source: Field Data 

4.1.1.2 Age  

The age distribution of the interviewee shows that, the majority of the pension 

scheme members are aged between 18 years to 29 years old, which account for 47% 

of all the respondents. This means, most of them are fresh graduates, and therefore 

they have just entered the employment market. One of the characteristic of this group 

is high demand for housing, and thus the temptation to make early withdrawal to 

satisfy their housing needs.   

 

Those aged 30 to 39 years old are 17%, this age group shares much of its characters 

with the previous age group, that is the 18 to 29 years age group, therefore , about 

64% of the respondents share almost the same characters. The 40 to 49 years are 

27% and those above 50 years old are 9%. People above 50 years of age are very 

few; it might be a result of the countries low life expectance, and this might affect 
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passion of this age group to wait for retirement savings. The age distribution of the 

respondents is shown in Table 4.3 and Figure 4.2 below. 

Table 4.3: Age distribution of the Interviewee 

 

Age Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 18 to 29 Years 47 47.0 47.0 47.0 

30 to 39 Years 17 17.0 17.0 64.0 

40 to 49 Years 27 27.0 27.0 91.0 

50 Years and Above 9 9.0 9.0 100.0 

Total 100 100.0 100.0  

 

Source: Field Data 

Figure 4.2: Age distribution of the Interviewee 

 

Source: Field Data 
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4.1.1.3 Education  

From the study it is found that most of the respondents have a post secondary 

education. 72% of the respondents have a college or university education, and 

another 22% have a postgraduate education. This means that, more than 94% of the 

respondents have higher than a college or university education. With these findings, 

it can be said that almost all of the Fund members who make early withdrawal are 

aware of the outcomes and therefore are ready consequences of their acts. Also it can 

be said that, those with higher education are the ones most likely to make early 

withdrawal. (Refer Table 4.4 and Figure 4.3). 

Table 4.4: Distribution of the Interviewee based on level of education 

 Level of education 

attained Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Primary School 1 1.0 1.0 1.0 

Secondary School 5 5.0 5.0 6.0 

College/University 72 72.0 72.0 78.0 

Graduate School 22 22.0 22.0 100.0 

Total 100 100.0 100.0  

 

Source: Field Data 
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Figure 4.3: Distribution of the Interviewee based on level of education

  
 Source: Field Data 

4.1.1.4 Family size 

Under normal circumstances, the greater the family the higher the expenditure. Of 

the members interviewed, 37% were single, 20% were married with no kids or 

dependants, 13% were married with one kid or dependant, 15% were married with 2 

kids or dependants while the remaining 15% were married with more than 2 kids or 

dependants.  

 

 

 

 

 

 

 

 

 



 

36 
 

 

Table 4.5: Distribution of the Respondents based on Family size  

 

Family size Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Single 37 37.0 37.0 37.0 

Married with no 

kids/dependants 
20 20.0 20.0 57.0 

Married with 1 

kid/dependants 
13 13.0 13.0 70.0 

Married with 2 

kids/dependants 
15 15.0 15.0 85.0 

Married with more than 2 

kids/dependants 
15 15.0 15.0 100.0 

Total 100 100.0 100.0  

Source: Field Data 

4.1.2 The Overview of the Early Withdrawal Behaviour 

The Researcher assessed the interviewee response on how they passive the early 

withdrawal behaviour. Their responses were as detailed here under; 

41% of the respondents viewed the early withdrawal behaviour as a bad behaviour 

46% of the respondents view the early withdrawal behaviour as a good behaviour 

11% of the respondents do not know whether the early withdrawal behaviour is good 

or bad 

2% of the respondents were silent over the behaviour. 

These findings are depicted in Table 4.6 below and Figure 4.4; 
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Table 4.6: Respondents View over Early Withdrawal Behaviour 

 Peoples view over 

early withdrawal 

behavior  Frequency Percent Valid Percent Cumulative Percent 

Valid  2 2.0 2.0 2.0 

Good 46 46.0 46.0 48.0 

Bad 41 41.0 41.0 89.0 

I don‟t know 11 11.0 11.0 100.0 

Total 100 100.0 100.0  

Source: Field Data 

Figure 4.4: Respondents View over Early Withdrawal Behaviour  

 

Source: Field Data 

 

Table 4.6 and Figure 4.4 above suggested that, the people who say that early 

withdrawal behaviour is a good behaviour is almost the same to those who say early 

withdrawal is a bad behaviour. 
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4.1.2.1 Awareness on the existence of Early Withdrawal 

The study tried to identify members‟ awareness of existence of make early 

withdrawal. This will help to understand the probable early withdrawal and its 

magnitude. 

Of all the respondents, 98% knew the existence of a premature withdrawal in 

Tanzania while 2% were not. The findings are clearly indicated in Table 4.7 and 

Figure 4.5 below; 

Table 4.7: Awareness of the existence of Early Withdrawal 

 Awareness in 

Making Early 

Withdrawal Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

      

Yes 98 98.0 98.0 98.0 

No 2 2.0 2.0 100.0 

Total 100 100.0 100.0  

 

Source: Field Data 
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Figure 4.5: Awareness of the existence of Early Withdrawal  

0 20 40 60 80 100

yes

no

 

Source: Field Data 

These findings suggest that, almost all of those respondents have a knowledge 

concerning the existence of early withdrawal from social security institutions in 

Tanzania.  

4.2 Employment status of the respondents  

Ceteris Paribas, unemployed personal with no other alternative means of income 

have a greater possibility of not meeting daily running expenditure of his/her family. 

Of the members interviewed, 39% were unemployed, 15% were self employed and 

46% were employee. Out of those employee respondents 18% seems early 

withdrawer as a good thing, 23% is a bad thing centrally out of those un employed 

respondents, 28% see early withdrawal as a good thing while 7% they see it as a bad 

thing, more over those who are self employed 9% accept that early withdrawal as a 

good thing and only 4% see it as a bad thing. The remaining 11% to both groups they 

don‟t know whether early withdrawal is a good or bad. 

 

 



 

40 
 

 

Table 4.8: Employment status of the respondents  

 Employment 

status of the 

respondents Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

      

Employee 46 46.0 46.0 46.0 

Self employed 15 15.0 15.0 61.0 

Un employed 
39 

           

39.0 
39.0 100.0 

Total 100 100.0 100.0  

Source: Field Data 
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Figure 4.6: Employment status of the respondents  
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Source: Field Data 

4.3 Events Associated with Early Withdrawal 

A number of events were examined to see their influence on early withdrawal 

behaviour. These factors includes Housing needs, Education needs, Health, Job loss, 

Low income, High income and Investment reasons. 

4.3.1 Housing  

The researcher established the relationship between the Housing needs and the 

decision to make early withdrawal. From the data it appears that 36% of the 

respondents, were willing to make early withdrawal should they find a chance to, and 

also accepted that the need for housing is a very important factor influencing early 

withdrawal decision 
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4.3.2 Education needs  

The study tried to establish the impact of education needs on early withdrawal 

decision. From the research data, it was observed that of the respondents who are 

willing to make early withdrawal, 12% weighted educational needs as a very 

important factor inducing the decision to make early withdrawal. 

4.3.3 Health Problems 

Medical costs have been one of the toughest obligations to many families in 

Tanzania. For example, “out of pocket” purchases of most medicines is not 

affordable to the majority of the population (Medicine Prices In Tanzania - WHO). 

Matters are even worse when the required medical service(s) is not available within 

the country. To finance these medical costs, a person may be tempted to make early 

withdrawal. 

 

Therefore, the research tried to establish if there is any relationship between 

members‟ health problems (medical needs) with the decision to make early 

withdrawal. The results indicated that those who stand ready to make early 

withdrawal, and either valued health problems as an important or a very important 

factor influencing the decision to make early withdrawal. This means that, should 

this group of individuals experience health problems, they will use their retirement 

savings to pay for their medical expenses.  

4.3.4 Job loss  

When a person experience job loss, usually they tend to lose a substantial amount of 

their income if not all of their income. Under this circumstance, they are then forced 

to look for alternative source(s) of income to compensate for the lost income. 

Therefore, the aim of establishing the relationship between job loss and early 

withdrawal decision was to see if retirement account is among the alternative source 

of income. 
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In this study it was observed that, those who were willing to make early withdrawal 

and at the same time considered job loss as an important or a very important factor 

inducing the decision to make early withdrawal, were 31%. 

4.3.5 Low monthly income  

Among the pension funds members, there is a group of members that have a low 

monthly income. This means monthly contribution from this group is also low; as a 

result they are subjected to very low payments at retirement. Therefore, there is a 

possibility for this group to have little appreciation over the pension arrangements, 

thus they might prefer to receive their contribution early i.e. making early 

withdrawal, than to wait for retirement period. 

 

The study revealed that more than 4% of the respondents were willing to make early 

withdrawal and at the same time weighted low monthly pay as not important factor, 

or as a slightly important factor influencing early withdrawal.  

Based on the above results, it is evident that there is no any direct relationship 

between early withdrawal decisions and low monthly income. 

 

If all the respondents are considered altogether, about 62% are of the opinion that 

high monthly income is either not important or a slightly important factor influencing 

the decision to make early withdrawal. Therefore, high monthly income, which also 

means higher contribution amount do not influence members to make early 

withdrawal. Most of those who were willing to make early withdrawal also rated 

high monthly salary is not a reason to make early withdrawal. 

4.3.6 Investment Activities (Capital needs) 

In most cases, people tend to engage themselves in other activities (small business 

normally) apart from their full time employment so that they can create additional 

income and also create a certain level of income assurance should they lose their 

current employment. Small business is the most probable venture nearly for everyone 

of the full time employee. Capital source to finance such activity appear to be a 

hindrance in most cases.  
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Therefore, the study tried to establish if pension fund members make early 

withdrawal to obtain capital to finance their business activities. The results showed 

that, 9% of the respondents who were willing to make early withdrawal also viewed 

the need for investment capital as either important or a very important factor 

influencing early withdrawal decision. These findings are depicted in Table 4.9 and 

Figure 4.7 below; 

Table 4.9: Influence of Housing, educations, health, jobless, low income and 

investment (capital needs) on Early Withdrawal Decision. 

     

 Making Early 

Withdrawal Frequency Percent 

Valid 

Percent Cumulative Percent 

Valid No response 1 1.0 1.0 1.0 

House 36 36 36 37.0 

Education 

Health 

Jobless 

Low income 

Investment  

12 

7 

32 

4 

9 

 

12.0 

7.0 

32.0 

4.0 

9.0 

 

12.0 

7.0 

31.0 

4.0 

9.0 

 

49.0 

56.0 

87.0 

91.0 

100.0 

 

Total 100 100.0 100.0  

 

Source: Field Data. 
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Figure 4.7: Influence of Housing, educations, health, jobless , low income and 

investment (capital needs) on Early Withdrawal Decision. 
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Source: Field Data 

4.4    Members appropriate age to have retirement saving 

The study tried to identify members‟ appropriate age to consider on having 

retirements savings, here a researcher access the age on which members they think 

it‟s important to have the retirement savings and to relate those early withdrawal 

making behaviour of the members. 

 

Of all the respondents, 9% said that the age between 25 to 30 years is the appropriate 

time to have retirement savings, 11% said that age of 31 to 35 year, 23% said the age 

between 36 to 40 years, 16% of the respondents think that the age between 41 to 45 

years is appropriate and 41%think that it‟s appropriate to have retirement saving on 

the age above 45 years. Reasons behind these are as follow; 

Age between 25-30years; “higher rate of labour mobility in the market” 
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Age between 30-35years; “high rate of labour mobility and risk takers age” 

Age between 36-40 years; “the needs for capital to initiate new business as an           

alternative income” 

Age between 41-45years; “wise on running business and the capital needs” 

Age above 45 years; “Aims of social security is to provide benefit after retirement 

(old age)” 

 The findings are clearly indicated in Table 4.10; 

Table 4.10: Distribution of the Respondents based on Family size  

 

Appropriate age Frequency Percent Valid Percent 

Cumulative 

Percent 

 Between 25-30 yrs 9 9.0 9.0 9.0 

Between 30-35 yrs 11 11.0 11.0 20.0 

Between 36-40 yrs 23 23.0 23.0 43.0 

Between 41-45 yrs 16 16.0 16.0 59.0 

Above 45 yrs 41 41.0 41.0 100.0 

Total 100 100.0 100.0  

 

Source: Field Data 

4.5 Members perception on the Quality services offered by social security 

institutions 

Of the members interviewed, 14% value the benefit offered by social security 

institutions excellent, 31% were valued that services as good, moreover 34% were 

valued them as fair, while 11% seemed to not accept them by terming them as poor, 

the rest 10% were in the position of not accepted it at all by referring them as very 

poor. Generally, majority of members accept and satisfying of the services provided 

by social security i.e. 79% while 21% not satisfied by the service provided by social 

security services in terms of benefit offered. This might be also a cause as to why 

members prefer to make early withdraw from social security schemes. 
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Table 4.11:  Members perception of the Quality services offered by social 

security institutions 

 

 

Family size Frequency Percent Valid Percent 

Cumulative 

Percent 

 Excellent 14 14.0 14.0 14.0 

Good 31 31.0 31.0 45.0 

Fair 34 34.0 34.0 79.0 

Poor 11 11.0 11.0 90.0 

 Very poor 10 10.0 10.0 100.0 

Total 100 100.0 100.0  

Source: Field Data 

 

The Researcher assessed the respondents on how they rate the performance of the 

social security institutions in terms of benefits offered. Their responses were as 

detailed here under; 

14% of the respondents viewed the benefit offered by social security institutions as 

Excellent 

31% of the respondents viewed the benefit offered by social security institutions as 

good. 

34% of the respondents viewed the benefit offered by social security institutions as 

Fair. 

11% of the respondents viewed the benefit offered by social security institutions as 

poor and  

10% of the respondents viewed the benefit offered by social security institutions as 

Very poor. 

4.6       Effects of early withdrawal 

From this study it is revealed that, there are many effects to a withdrawer members 

and social security pensions. Such effects which are faced by the withdrawer 

members direct are; 
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“Non qualification of old age pensions” a person withdrawing his contributions is 

unlikely to qualify for old age pension leave alone other benefits. Payment of 

withdraw focus exclusively on retirement and do not include other benefits.  

Also “members  fail to meet their expectation”, Amount paid as withdraw is always 

eroded by inflation and this is the major disadvantage of benefit withdrawal system 

operated under Provident Schemes; Also it is one of the reasons for transformations 

from Provident Scheme to a Pension Scheme. The amount paid under withdraw 

system does not meet the needs of the beneficiary. The beneficiary enjoys cash in the 

short run but becomes insolvent in the long run leading to a begging community. 

 

Withdrawal members also “increase poverty at their old age”, Experience shows that 

money paid as withdraw does not last longer due to poor or unplanned expenditure. 

The beneficiary always becomes insolvent just after very short period due to changes 

in the expenditure pattern after having received the lump sum payment. As a result 

members disqualified for pension at old age hence fail to meet his/her daily needs 

and become a dependant. 

 

“Withdrawal reduces investment ability of the fund” Withdrawal benefit comprises 

accumulated contributions plus accrued interests. Interest rates offered depend on the 

investments returns. When there are high rate of withdrawal, fund also reduce its 

liquidity stability hence poor performance on investment, as a result a reduction of 

old age benefit. 

 

From the findings “increase number of elderly dependants” Majority of members 

pressuring for withdraw of contributions are young at the age ranging between 30 

and 45 years. The impact of withdraw to such people cannot be observed now but in 

future it will lead towards having good number of old people who cannot fend for 

themselves and the same people will blame the government for not taking necessary 

steps to assist them. Take an example of Ex Employees of East African Community. 
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4.7 Necessary Changes 

The study assessed the needs of the customers and established the necessary 

improvements needed to make the services offered by the social security funds much 

better. The findings suggest that there are changes that need to be made by the 

Pension Funds and others to be made by the government; 

4.7.1 Changes by the social security funds 

A number of changes or rather improvements were proposed to be made by the 

pension funds.  The suggested improvements include the provision of loans to 

members, increase in pension amount and customer services improvements. 

 

Loans to members 

 Of all the respondents, 15.4% called for the Social Security Funds to Offer loans to 

its members. There were a number of reasons that supported this claim from the 

respondents. Some believed that there is a need for members to enjoy the fruits of 

what they saw as early as possible. 

 

 “The money in the retirement account is ours, therefore we need to enjoy the 

benefits of our savings even before reaching 60 – and the best way for that matter is 

through loans that we can use to finance our present obligations”.  

Also, some of the respondents claimed that the loans from commercial banks are 

difficult to access and they attract very high interest rates. One of the respondents 

narrated that, 

 

“The pension funds should give low cost loans to its members and use their 

retirement accounts as collateral”. 

 

Improve the Pension amount 

Another 27.7% want an increase in the pension amount offered. The members further 

claimed that the current pension paid to members do not reflect the current cost of 

living. This is evidenced by the response of some members, to include the following; 
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“As you know, the money today worth more than the money tomorrow, and since the 

pension paid do not consider the time value of money, then, pension amount should 

be increased otherwise more people will opt for early withdrawal”. 

Another respondent also suggested that,  

“For those who receive pension from the fund, the pension amount is not reviewed 

regularly to reflect changes in inflation rate”.  

 

Customer Service Improvements 

Customer services improvements is another suggested area for improvements. 13.8% 

of the respondents require improvement in customer services. Generally, the 

customer desks do not give satisfactory services to members. Also payments take a 

longer period than expected unreasonably as it was narrated by some respondents. 

“Every time I went to collect my pay cheque I was told it’s not ready and I should 

come back after two weeks. It was on the third visit that I collected my cheque, 

almost two months from the day I opened my claim.” 

 

The benefit offered by the Fund was another area mentioned to need some 

improvements, in particular the Social Health Insurance Benefit (SHIB). Most of the 

respondents mentioned it as one of the benefit that make them happy with the 

pension Funds, but they were of the opinion that the cost limit and accredited 

medical providers should be reviewed. For example, one of the respondents narrated 

the following; 

 

“To make medical services provided by NSSF much better, they should make effort 

to include the hospitals with the highly qualified medical practitioners within the 

respective area.”  

 

Others  

Contrary to that, 24.6% did not give any response while the remaining percents 

constitute of those who proposed for the increase in membership coverage, reduced 

retirement age, provision of general social security education and a uniform pension 

calculation formula for all pension funds. 
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4.7.2 Changes by the Government  

The respondents from this study also proposed some changes that need to be done by 

the government to improve the services of the social security institutions.  

Review laws and regulations 

 

Most of the suggested changes have a policy implication. For example, 24.6% of the 

respondents urged the government to review social security law and regulations, so 

as to fill a numbers of gaps in law. For example, one of the respondents said that  

“People with the same salary, same contribution will receive different benefits at 

retirement if they were contributing in different pension fund. This is not fair; 

therefore, the government should revise the law to have one benefit formula across 

all pension funds so as to remove this unfair treatment.” 

 

Also, the law forces people to contribute to a certain pension fund without their own 

free will. Therefore, it was argued that, the law should be revised to allow members 

to contribute to Pension Scheme of their choice. 

Investment guidelines 

 

Of all the respondents, 6.2% requires the government to institute general investment 

guidelines for pension funds. Currently, the pension funds investments have no edge. 

They can invest in any ventures that come on their way; as a result it is possible to 

find themselves in the risky investment areas. One of the respondents argued that,  

“Pension funds investment should be regulated, as the money invested is members’ 

money and therefore pension funds should not be free to temper with it the way the 

wish” 

 

Another respondent narrated that,  

 “There should be a regulation directing pension funds to concentrate a certain 

percent of its income in the socially responsible investment, like the establishment of 

universities, for the investment of this nature will benefit the general public”. 

c) Government interference  
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10.8% of the respondents called for an end in government interference on social 

security schemes. The money in the pension funds are owned by the respective 

members who contribute to that Pension Fund, therefore, there is a need for the 

members to have a say on the management of the Pension Funds. One respondent 

narrated that, 

 

 “The members of the Social Security Fund should select the Board of Directors and 

the Chief Executive officers of the Pension Fund, and not the President.” 

Furthermore, it was argued that, the pension funds should concentrate on improving 

benefits offered to members rather than engaging in activities that are a direct 

responsibility of the government. One respondent asked that, 

 “if the pension funds are building the Kigamboni bridge and the power plant for 

Tanesco, what will the government be doing?” 

 

d) Others  

Contrary to that, 24.6% of the respondents gave no response and the remaining 

percents require a reduction in retirement age and amalgamation of the pension 

schemes to increase efficiency. These findings are depicted in table 4.12 below; 
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Table 4.12: Suggested changes to Improve Benefits offered by Social Security       

Institutions 

  

Frequency Percent Valid Percent 

Cumulative 

Percent 

Vali

d 

No response 17 17.0 17.0 17.0 

Increase Socially 

Responsible 

Projects/Investments/Activiti

es 

3 3.0 3.0 20.0 

Formulate One Uniform 

Formula for Pension 

Calculations for all Social 

Security Institutions 

7 7.0 7.0 27.0 

High-yield investment 

programs 
2 2.0 2.0 29.0 

Improve Customer 

care/Satisfaction 
13 13.0 13.0 42.0 

Provide Social Security 

Education 
3 3.0 3.0 45.0 

Reduce Retirement age 4 4.0 4.0 49.0 

Increase Pension Amount 26 26.0 26.0 75.0 

Offer Loans 23 23.0 23.0 98.0 

Increase Coverage 2 2.0 2.0 100.0 

Total 100 100.0 100.0  

Source: Field Data 

 

Therefore, from this study, the findings obtained bring to light the fact that early 

withdrawal needs to be controlled or even stopped, but a way out of early withdrawal 

is not such a trouble-free scenario. The policy makers should not expect just to wake 

up and put an immediate end to early WD, unless they have already established 

alternative ways to cater for members‟ needs that force them to withdrawal, 

otherwise, they should stand ready to deal with members‟ anger and resistance. 
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CHAPTER FIVE 

SUMMARY OF THE FINDINGS, CONCLUSION AND 

RECOMMENDATIONS 

5.1 Introduction 

This chapter presents the summary, conclusions and recommendations of the study 

based on the analysis of the research data described in Chapter IV above. Data that 

was collected from the field are then analysed and discussed based on the research 

objectives and research questions.  

 

 More specifically, the study examined the causes and effects of members‟ early 

withdrawal from retirement accounts. The findings could be useful to policy makers 

(government), the pension funds and the individual members at large. Of all the 

pension schemes operating in Tanzania, National Social Security Fund (NSSF) was 

selected for this particular study.  

5.2 Summary of the findings 

The objective of the study was to investigate the reasons for the members‟ early 

withdrawal of their retirement saving accounts and the effects after. The study 

focused on National Social Security Fund (NSSF) as its case study, and was 

conducted in Dar es Salaam NSSF offices of Kinondoni, Ilala, Temeke and Head 

office.  

5.2.1 Causes of early withdrawal 

From the study it was revealed that withdrawals were more likely to three (3) groups, 

such as the group of  members with a college/university education, the group of  

members with small family size (single or married with no kids) and the group of  

members of middle age (ie. Below 40yrs of age). For example, more than 81% of the 

respondents with a college/university education accepted that they will make early 

withdrawal should they find a chance to; 31% of those who are single accepted to 

make early withdrawal, while 38% of those who are under 30 years of age were also 

found to be willing to make early withdrawal. 
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Furthermore, it was revealed that, early withdrawal is associated with a number of 

life changing circumstances/situations. A need for housing, capital and education 

(higher education mostly) compel/induce members to make early withdrawal. 

Therefore, there is a good number of pension fund members who are willing to 

withdrawal their retirement savings so that they can have a home, or to pay for the 

school fees or for using it as a capital to establish a business. 

 

On the contrary, some adverse events, such as the onset of poor health and job loss, 

are also strongly related to early withdrawal. Members are willing to make 

withdrawal to finance their medical expenses, or to sustain their life in the event of 

job loss. 

Furthermore, the fact that people rely on their retirement saving to finance other 

needs, other than retirement itself, it‟s an indication that people do not have the 

ability to save on their own, or what they earn e.g. salary, is very low that they can‟t 

accommodate some of their needs.    

 

On the other hand it was revealed that, almost equal number of members viewed 

early withdrawal behaviour on the warpath.  Of all the respondents, 41% viewed 

early withdrawal as a bad behaviour and another 46% viewed it as a good behaviour. 

Therefore it is quite difficult to say as to whether early withdrawal is a good or a bad 

behaviour in the eyes of the contributing members‟ altogether 

5.2.2 Effects of early withdrawal 

From this study it is revealed that, there are many effects to a withdrawer members 

and social security pensions. Such effects which are faced by the withdrawer 

members direct are; 

“Non qualification of old age pensions” A person withdrawing his contributions is 

unlikely to qualify for old age pension leave alone other benefits. Payment of 

withdraw focus exclusively on retirement and do not include other benefits.  

 

Also “members  will fail to meet their expectation” Amount paid as withdraw is 

always eroded by inflation and this is the major disadvantage of benefit withdrawal 
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system operated under Provident Schemes; Also it is one of the reasons for 

transformations from Provident Scheme to a Pension Scheme. The amount paid 

under withdraw system does not meet the needs of the beneficiary. The beneficiary 

enjoys cash in the short run but becomes insolvent in the long run leading to a 

begging community. 

 

Members also face a “poverty at their old age” Experience shows that money paid as 

withdraw does not last longer due to poor or unplanned expenditure. The beneficiary 

always becomes insolvent just after very short period due to changes in the 

expenditure pattern after having received the lump sum payment. As a result 

members disqualified for pension at old age hence fail to meet his/her daily needs 

and become a dependant. 

 

“Withdrawal reduces the ability of the fund to invest” Withdrawal benefit comprises 

accumulated contributions plus accrued interests. Interest rates offered depend on the 

investments returns. When there are high rate of withdrawal, fund also reduce its 

liquidity stability hence poor performance on investment, as a result a reduction of 

old age benefit. 

 

From the findings “increase a generations of elderly dependents” Majority of 

members pressuring for withdraw of contributions are young at the age ranging 

between 30 and 45 years. The impact of withdraw to such people cannot be observed 

now but in future it will lead towards having good number of old people who cannot 

fend for themselves and the same people will blame the government for not taking 

necessary steps to assist them. Take an example of Ex Employees of East African 

Community. 

 

5.3 Conclusion 

The reasons that force people to make early withdrawal are strong and logical. On 

top of that, early withdrawal sounds to be bad to some of the members but good to 
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others. But if we look at the main reasons of establishing Social Security Schemes, 

early withdrawal appears to be an obstacle towards fulfilling that objective.  

Therefore, In this case, it is clear that early withdrawal needs to be stopped or rather 

regulated, but unless an alternative source of income to accommodate these other life 

changing circumstances is established, then it is difficulty and questionable if it is 

right to get rid of, or even discourage early withdrawal. 

5.4 Recommendations  

In consideration of the findings of this study, a number of measures should be taken 

to regulate members‟ early withdrawal behaviour without neglecting the interests of 

both groups, those who believe it to be good versus those who believe it to be bad. 

These measures are addressed here under; 

5.4.1 Provide Affordable Loans To Members: 

Social security laws and regulations should be amended to allow loan advancement 

to members of the pension schemes. The loan could be in monetary form, or in form 

of items/services. 

If the need of the particular member is housing for example, then a house loan should 

be provided (it should be a readymade house in this case). The practice is in place, 

and its success can be seen in the Kinyerezi Housing Project in Dar es salaam. The 

houses in Kinyerezi project were of a reasonable price and quality, and the monthly 

loan repayment amount is between Tshs. 150,000 to Tshs. 250,000.  

 

But the current trend shows unpromising future. The affordable houses price set is 

very high, posing a question if the low salaried members will afford them. For 

example, there is a sale of “affordable houses” by NSSF, with a price starting at more 

than Tanzania shillings sixty million (TZS 60 mill.) for a two (2) bedroom house to 

more than Tanzania shillings One hundred million (TZS 100 mill) for a four (4) 

bedroom house. These prices are very high for the houses to be termed as affordable 

houses. Though the Fund claim that the higher price is a result of some other costs 

that are not directly related to particular house costs, but they should bear  I mind 
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that, an average Tanzanian will not build a two (2) bedroom house for more than 

Tshs. 60 mill. 

If a member‟s need is medical assistance, then the fund should cover that member‟s 

medical bills, and the member will repay that amount later. If a member needs 

capital, then a loan should be provided after thorough investigation of the particular 

investment proposal.  

5.4.2 Introduce Unemployment benefit for members who experience job loss 

An unemployment benefit is a term used to explain payments made by the state or 

other authorized bodies to unemployed people. Unemployment benefit or 

unemployment compensation as it is called in other countries is available only to 

workers who have lost their jobs  and they are registered as unemployed, and often 

on conditions ensuring that they seek work and do not currently have a job. The term 

unemployment benefit is also termed as unemployment insurance. 

 

Tanzania also needs to institute unemployment benefit/insurance. Employees who 

lose job will then be entitled to unemployment benefit for a period they are seeking 

for another job, instead of cashing out their retirement saving account. 

The arrangement can be run as a separate insurance arrangement in which employees 

and employers will contribute sum amount as a premium in return for benefit if they 

lose job.  

 

If it sound difficult for employer and employees to make another contribution for this 

arrangement, then the required amount can be deducted from the current pension 

contribution amount to finance unemployment benefit arrangement, for example, the 

Social Security laws can be amended so that of the total 20% retirement contribution 

for NSSF members, 16% should finance retirement account and the remaining 4% 

will finance unemployment benefit. Therefore, unemployed benefit will be financed 

to the tune of 4% so contributed plus its respective interest/return. The good thing 

about the arrangement of this type is that, the retirement savings will be properly 

secured, but by being separated its operations might require separate institution. Also 
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it is subject to criticism from the policy makers who figured out 20% to be 

appropriate for retirement savings, thus it is not proper to reduce it to 16%. 

Contrary to that, the unemployment benefit can instituted in the current NSSF system 

as a new benefit, but there should be a set limit to the respective benefit amount and 

time of particular benefit payment, for example a maximum period of 8months  or 12 

months. By treating it as a new benefit under the pension schemes sound better, as an 

improvement to the pension schemes services, thus no criticism are expected from 

the policy makers. 

 

Unemployment benefit has been provided in different countries and in different 

forms, depending on the needs and wealth of the particular economy. The following 

economies have been taken as an example: 

 

Canada  

In Canada, the system is known as Employment Insurance (EI).  In 2011, Canadian 

workers pay premiums of 1.78% of insured earnings in return for benefits if they lose 

their jobs. Employers contribute 1.4 times the amount of employee premiums.  

EI is especially important in the Atlantic Provinces, which have higher rates of 

unemployment. Many Atlantic workers are also employed in seasonal work such as 

fishing, forestry or tourism and go on EI over the winter when there is no work. EI 

also pays for maternity and parental leave, compassionate care leave, and illness 

coverage.  

 

The system was sometimes called the 10/42, because one had to work for 10 weeks 

to get benefits for the other 42 weeks of the year. It is noted that 80 percent of 

insured job-losers do initially receive EI benefits in Canada.  

 

Greece 

Unemployment benefits in Greece are administered through OAED (Labor Force 

Employment Organization) and are available only to laid-off salaried workers with 

full employment and social security payments during the previous two years. The 

self-employed do not qualify, and neither do those with other sources of income. The 

http://en.wikipedia.org/wiki/Canada
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monthly benefit is fixed at the "55% of 25 minimum daily wages", and is currently 

454 euro per month, with a 10% increase for each under-age child. Recipients are 

eligible for at most 12 months; the exact duration depends on the collected social 

security payment during the 14 months before being laid off. 

 

Japan 

Unemployment benefits in Japan are called "unemployment insurance" and are closer 

to the US or Canadian "user pays" system. It is paid for by contributions by both the 

employer and employee. On leaving a job, employees are supposed to be given a 

"Rishoku-hyo" document showing their ID number (the same number is supposed to 

be used by later employers), employment periods, and pay (which contributions are 

linked to). The reason for leaving is also documented separately. These items affect 

eligibility, timing, and amount of benefits. The length of time that unemployed 

workers can receive benefits depends on the age of the employee, and how long they 

have been employed and paying in.  

 

It is supposed to be compulsory for most full-time employees. If they have been 

enrolled for at least 6 months and are fired or made redundant, leave the company at 

the end of their contract, or their contract is non-renewed, the now-unemployed 

worker will receive unemployment insurance. If a worker quit of their own accord 

they may have to wait between 1 to 3 months before receiving any payment. 

United States 

 

Unemployment compensation is money received from the United States and a state 

by a worker who has become unemployed through no fault of their own. In the 

United States, this compensation is classified as a type of social welfare benefit. 

According to the Internal Revenue Code, these types of benefits are to be included in 

a taxpayer's gross income. 

 

 

 

Federal-state joint programs 
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Through the Social Security Act of 1935, the federal government of the United States 

effectively encouraged the individual states to adopt unemployment insurance plans. 

Unemployment insurance is a federal-state program jointly financed through federal 

and state employer payroll taxes.  

For most states, the maximum period for receiving benefits is 26 weeks. There is an 

extended benefit program (authorized through the Social Security Acts) that may be 

triggered by state economic conditions.  

 

Eligibility and amount 

Americans out of work who do not qualify for unemployment insurance include part-

time, temporary, and self-employed workers, and school graduates. There are five 

main reasons unemployment benefits would be declined: not being able or available 

to work, voluntary separation from work without a good cause, discharge connected 

to misconduct, refusal of suitable work, and unemployment resulting from a labour 

dispute.  

 

Unemployment benefits are based on reported covered quarterly earnings. The 

amount of earnings and the number of quarters worked are used to determine the 

length and value of the unemployment benefit. The average weekly payment is 36 

percent of the individual's average weekly wage.  

As a result of the American Recovery and Reinvestment Act passed by Congress in 

February 2009, many unemployed people can receive up to 99 weeks of 

unemployment benefits; this may depend on State legislation. Before the passage of 

the American Recovery and Reinvestment Act, the maximum weeks one could 

collect was 26 weeks 

5.4.3 Integrated Saving policy 

To reduce members‟ reliance on retirement savings, then there is a need for 

integrated savings policy that will encourage members to save for both, pre-

retirement and retirement needs. This includes the establishment of an additional 

individual development account in social security funds that will cater for other 

needs, other than the retirement benefits.   

http://en.wikipedia.org/wiki/Social_Security_Act
http://en.wikipedia.org/wiki/Federal_government_of_the_United_States
http://en.wikipedia.org/wiki/American_Recovery_and_Reinvestment_Act
http://en.wikipedia.org/wiki/99ers
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5.4.4 Improve Benefit and Services Offered  

The pension funds should make efforts to improve the benefits currently offered. The 

benefit should be adjusted to reflect the current members evolving needs. 

The working environment of the funds should be customer oriented and focus on 

improving customer satisfaction. It is quite difficult for a member to receive his/her 

dues without a delay, and in unfriendly environment. Members complaints on the 

service delivery has become a normal issue and those members‟ complaints have 

been aired by several news rooms several times. 

 

Social Health Insurance Benefit (SHIB) is among the benefit that requires some 

improvements so that it can help in eliminating those members making early 

withdrawal for medical reasons. SHIB coverage should be improved in terms of 

SHIB service providers and the cost limit set. The service providers should include 

some of the highly respected hospitals, if not in a full time coverage, and then it 

should be on a referral coverage basis. On top of that, the cost limit that can be 

covered through SHIB arrangements should be increase, and if that is not practical, 

then any cost beyond the set limit should be treated as a loan to a particular member 

and the member will be required to repay the amount in future and in case of failure 

to settle the amount, then it should be settled against members retirement saving 

account. 

5.5 Areas for further Research: 

Savings is critical for all of us, but it is especially so for those of us getting ready to 

retire. Retirement is getting more and more expensive as the cost of living -especially 

medical care- and inflation continue to grow. Under these circumstances, the need 

for Social Security Funds that help people to serve for retirement is necessary.  

But early withdrawal from retirement saving accounts goes against the overall goal 

of establishing social security funds. The practice exposes members to poverty 

threats at retirement, thus the need to study the factors behind this behaviour to be 

able to find a solution to retirement accounts leakage. 
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This study has tried to establish the causes of early withdrawal, with the focus of 

National Social Security Fund (NSSF), mainly in Dar es Salaam. Under this 

environment, the findings from this study cannot be generalized to indicate NSSF as 

a whole. Likewise, they cannot be used to explain as to why early withdrawals from 

retirement savings accounts exist in other pension schemes/funds in Tanzania. 

Therefore, the researcher recommends further studies (on early withdrawal reasons) 

of the same nature to be conducted in other regions were NSSF is operating. To 

increase the accuracy of the findings, the study should be extended to include other 

social security schemes like PPF, PSPF, LAPF and GEPF. The extended study can 

be of the same nature or otherwise. 
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APPENDIX I: QUESTIONNAIRE FOR RESPONDENTS 

 

TOPIC: UNDERSTANDING THE CAUSES AND EFFECTS OF EARLY 

WITHDRAWAL FROM RETIREMENT SAVING ACCOUNTS IN TANZANIA – 

THE CASE OF NATIONAL SOCIAL SECURITY FUND (NSSF) 

The retirement savings plays important part in sustaining the living standard of the 

retirees and those with disabilities resulting from their works. Currently, members 

are making early withdrawal of the retirement savings – and this goes against the 

underlying objectives for establishing the social security systems, therefore, it affect 

the pension amount a member receive upon retirement. 

Due to this fact, this study aims to establish the causes and effects of early 

withdrawal of retirement saving accounts in Tanzania.  

In this regard, your cooperation is kindly requested to assist the researcher to 

accomplish the above task. Please respond to the questionnaire (as accurately as 

possible). The questions are purely for academic purpose only and any information 

obtained there from will be kept confidential and not otherwise. 

I wish once again to express my sincere appreciation for your time and assistance in 

accomplishing this study. 

Best regards, 

 

Chwaya, Ally B. 
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APPENDIX I: QUESTIONNAIRE FOR RESPONDENTS 

Please fill in the space or put a tick in the appropriate to each questions. 

Research Question 1. What are the causes and effects to members from early 

withdrawal benefit? 

Gender  

Male         

Female         

Age  

 18 to 29 years        

 30 to 39 years        

 40 to 49 years        

 50 years and above       

 

Family size 

Single         

Married with no kids/dependants     

Married with kid(s)/dependants      

 

What is your education level? 

Primary school        

Secondary        

College/University       

Graduate School        

Other specify ……............................. 

 

What is your employment status? 

Employee 

Self employee 

Un employed 

 

Are you aware of the existence of social security services in Tanzania?  

Yes 
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No 

 

For how long have you been making social security contributions 

1 to 5 years        

6 to 10 years        

11 to 15 years         

More than 15 years       

 

What is your total monthly contribution (20%) into social security institutions saving 

accounts? tick whatever appropriate.      

Between  Tzs  20,000.00 and Tzs. 100,000.00    

Between  Tzs. 100,000.00 and Tzs. 200,000.00    

Between  Tzs. 200,000.00 and Tzs. 300,000.00    

Between  Tzs. 300,000.00 and Tzs. 400,000.00    

Above Tzs. 400,000.00        

 

How do you consider the practice of making early withdrawal from retirement saving 

accounts?  

Good         

Bad         

I don‟t know        

 

Which age do you consider to be appropriate to have your retirement saving? 

Between 25 to 30       

Between 31 to 35       

Between 36 to 40       

Between 41 to 45       

Above 45        

 

Give reasons 

…………………………………………………………………………………………

……………………………………………………………………………… 
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Does the benefits offered by the social security institutions meet your demands/ 

requirements/ expectations ……………………….. 

Why?  

…………………………………………………………………………………………

…………………………………………………………………………….. 

How would you rate the performance of the social security institutions in terms of 

benefit offered? 

Excellent        

Good         

Fair          

Poor            

Very Poor         

13. In your opinion which of the following item influences members to practise early 

withdrawal from retirement saving accounts (please ticking the appropriate item(s)). 

Housing 

Education 

Health 

Jobless 

Low income level 

Investment reasons 

Research question 2. How the stakeholders/members do affected from early 

withdrawal benefits?  

 

14. In your opinion is there any effects will you or fund get while practising early 

withdrawal? 

Yes 

No 

 

15. If the answer is yes, what are they? 

.............................................................................. 

................................................................................ 

................................................................................ 
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16. What should be done by SSRA to improve the benefits offered by the social 

security   institutions? 

…………………………………………………………………………... 

…………………………………………………………………………… 

…………………………………………………………………………… 

   

 

 

 

 

 

 

 


