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ABSTRACT 

This study aimed to investigate factors affecting good performance of issuing the 

students‟ loans using the Higher Education Students‟ Loans Board (HESLB) in Dar es 

Salaam as a case study. The population of the study involved HESLB personnel, 

students and staff in Higher Education Institutions (from IFM, CBE, IMTU, DUCE and 

UDSM main campus). Judgemental / purposive and simple random sampling 

techniques were used to get a representative sample. The sample size of 300 

respondents was used. Data were collected from both primary and secondary sources 

using questionnaires, interview, observation and documentary review. Collected data 

were carefully checked and edited to ensure completeness accuracy, clarity and 

uniformity and finally analyzed using SPSS. 

 

It was revealed that the existence of HESLB facilitates the growth of both a public and 

private universities. The scheme however is shown to be flooded with a number of 

challenges including; difficulties of identifying clearly the eligible and needy students; 

lack of proper means testing instrument, poor means of verifying the correctness and 

genuineness of the information submitted by the beneficiaries, issuance of interest free 

loans, period taken to process loans is to long as a result students received their 

payments while is too late and long repayment period. Although the legal frame work 

seems to be clear, its enforcement is not impressive for stakeholders to comply with. 

The study recommends that a well planned sensitization campaign need to be instituted 

in order to bring awareness and the need for the public to contribute to the loanable 

fund pool. The criteria for granting students‟ loans should consider other qualitative 

factors to eliminate discrimination and effectively apply the “Equity Principle”. HESLB 

should also institute effective enforcement of the existing legal frame work and 

governed by the existing HESLB Act.  
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CHAPTER ONE 

INTRODUCTION 

1.0 Introduction 

This chapter introduces the study and presents the problem and its context. Section 

one gives the background information of the study, followed by the problem 

statement, research objectives, significance and limitations of the study.  

 

1.1 Background Information 

According to Macmillan (2006), it has been noted that, within the last thirty years 

there has been a remarkable increase in the financing of higher education (HE) in 

many developed countries. However, Macmillan (2006) continues to argue that 

beneficiaries of the respective financial support should indeed make a larger 

contribution to support educational costs. Studies done across Africa have revealed 

that by 1991 students loan programmes existed in Ghana, Kenya, Lesotho, Malawi, 

Nigeria and Zimbabwe, which have resulted into an increase in the higher education 

enrolments, i.e. from 4 to 18 per cent between 1965 and 1988 (Woodhall, 1992). 

Moreover, Woodhall (2002) posits that increasing pressure on public budgets, 

whereby real expenditures per student have raised up as a result of economic crisis. 

Higher rates of inflation and external debts have also led to severe reduction in 

public spending.  

 

Most public universities are highly subsidized, but private higher education is very 

important in some countries, whereby 60 per cent of students are in private 

institutions, and since 1980 the private sector has grown very rapidly in developing 

countries, and now accounts for 50 per cent of enrolments for example in Colombia 

(Woodhall, 1992). Both the decline in public budget and the demand for private 

education have led to the need to establish funds for the support of needy students.  

Hence, many countries in developing countries especially in Asia, Africa and Latin 

America have embarked on establishing the students‟ loans schemes. 
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According to Ishengoma and Johnson (2004), financing of higher education in 

Tanzania existed in the form of cost sharing which emphasizes the concept of 

partnership and cooperation in meeting the expenses for delivering education. 

 

In Tanzania, cost sharing policy has existed even before independence. For 

example, in 1956, the colonial government established the Tanganyika Education 

Trust Fund which had a mandate to receive money and real property provided by 

public authorities, other organizations and private individuals for the higher 

education of inhabitants of Tanganyika. After independence in 1961 and until 1964, 

students in public higher education institutions continued to pay tuition fees, but 

students from poor families were assisted by government bursaries.  

 

The United Republic of Tanzania started to implement cost sharing policy in social 

services towards the end of 1980s. Due to the importance of education, particularly 

higher education, together with the economic status of people in the country 

(Tanzania),   the government observed the fact that not all students could afford the 

required costs; hence, the government introduced students‟ loan scheme through 

which eligible needy students could borrow the required amount to cover a part or 

all direct costs from their respective institutions, through its agent known as Higher 

Education Students‟ Loans Board (HESLB).  HESLB was established for the 

purpose of administering and managing students‟ loans in Tanzania. Hence, this 

research sought to make a critical analysis of all procedures of issuing loans and the 

participation of stakeholders in facilitating the issuance of loans so as to identify 

factors affecting good performance of issuing the students‟ loans.  

 

According to URT (1992), cost sharing in higher education was planned to be 

implemented in three phases. Phase one started in 1992/1993 where students and 

parents were required to pay for their transportation costs to and from their 

respective universities. In phase two, which started in1994/1995, students were 

required to pay for meals and accommodation in addition to the first phase items 

through a loan which was administered by the government to all Tanzanian students 

admitted in public accredited higher education institutions. 
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 The last phase, i.e. phase three, started in 2004/2005. In this phase, parents and 

students were required to meet partial payments through loans to cover the 

following additional costs: tuition fees, books and stationeries, special faculty 

requirements, teaching practices/field practical training and research. The Higher 

Education Students‟ Loans Board (HESLB) was established through the HESLB 

Act No. 9 of 2004 and commenced operations in July, 2005.The board is mandated 

to extend loans and collect repayments for all loans issued to students since 1994 so 

as to make the scheme successful and sustainable, and to advise the government on 

matters relating to issuance and recovery of loans (URT, 2004b).  

 

Section 6 (b) of the Act gives powers to the board to formulate mechanisms for 

determining eligible students for payment of loans; to keep the register and other 

records of  loan beneficiaries under the board; to advise the minister on matters of 

policy and of the law concerning issuance and recovery of loans to and from 

students; and to establish operational links between the Board and higher education 

institutions, student loan beneficiaries and employers of loan beneficiaries for 

facilitating a smooth, efficient and effective administration and recovery of the 

loans. 

 

Despite the fact that the aim for establishing  the loans Board was to solve the 

problems of financing higher education, the Board still faces several difficulties 

such as budgetary constraints (receipt of insufficient loanable funds from the 

government); poor system of identifying eligible needy students; introduction of 

government priority programs by majority of the existing higher learning 

institutions so as to access HESLB loans; delayed payment of students‟ loans; low 

amount of money which cannot sustain the basic needs of students which most 

often results into strikes, demonstrations and class boycotting; and the declining 

quality of higher education and generally a deterioration of the accessibility to 

higher education for the majority, especially the poor and rural neediest.  
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Among other reasons, the criteria and conditions used to select eligible Tanzanian 

students for loans seem to be inadequate and discriminatory, hence defeat the 

intended idea of streamlining the access to higher education through provision of 

loans. However, it is important to note that the inception of the Higher Education 

Students‟ Loans Board in April 2005 culminated in the mushrooming of private 

Universities as well as a substantial increase in enrolment patterns of Higher 

Education Institutions (HEIs) and the number of students given loans rose from 

16,345 in the academic year 2004/2005 to 42,729 in the academic year 2005/2006 

and 47,554 in the academic year 2006/2007. A clarification on the large increase of 

loaned students noted in 2004/2005 and 2005/2006 was that prior to the 

establishment of HESLB, only students in public accredited higher education 

institutions were loaned.  

 

With the establishment of HESLB, loans were given to students in all accredited 

higher learning institutions (both private and public). HESLB, being a public 

institution, is financed by the government of the United Republic of Tanzania 

(URT) to cover both loanable funds and operating costs (OC) at a tune of 100% 

coupled with a lot of interference by both politicians and the parent Ministry of 

Education in its daily operations. HESLB is indeed facilitating the implementation 

of government policies and strategies for promoting higher education in Tanzania 

with the aim of improving the economic and social wellbeing of Tanzanians as 

enshrined in the Tanzania National Development Vision 2025 (URT, 1999), 

National Strategy for growth and Reduction of poverty or MKUKUTA 

(URT,2005), National Strategy for Growth and Reduction of poverty in Zanzibar or 

MKUZA.(RGZ, 2006) and other sectoral policies and strategies including the 

Secondary Education Development Programme (SEDP) (URT,1999). 

 

 

 

 

 



5 
 

1.2 Statement of the Problem 

Although many countries have introduced or thought of introducing loan schemes, 

the schemes have been largely unpopular and in many countries have failed with 

exception of few including South Africa, and to a certain extent Kenya (Johnstone 

and Teferra, 2004).  Apparently, there is no single model used for financing higher 

education that has satisfied all circumstances in all countries. The experiences show 

that they range from purely private to heavy government subsidy on students‟ costs 

and then to cost sharing with a loan scheme.   

 

Tanzania, being one of those countries, has experienced almost the same pattern in 

controlling and managing the loans. Despite the various strategies employed by the 

board to collect the loans due from the beneficiaries, the recoveries are still very 

low. This resulted in the formulation of students‟ loan schemes.  The formulated 

schemes were however flooded with a number of problems  and uncoordinated 

policies to enforce repayment and recovery, poor administrative and management 

capacity, high administrative costs, complicated loans procedures, poor 

measurement of means-testing, very low and small loan recovery rate, 

inadequate/limited loanable funds pool and other resources, i.e. personnel, systems 

and equipment, etc. For example, currently the main financier of the loanable funds 

in Tanzania is only government through its budgetary allocation which is 

supplemented by the low repayment amount from the outstanding loans issued to 

the graduate students as well as the interest from investment. 

 

For the students‟ loan schemes to be successful, all problems associated with the 

players/stakeholders on the one hand, and all problems associated with the steps/ 

procedures governing the issuance, repayment and recovery of loans (popularly 

referred to as students‟ loan cycle) on the other hand, need to be addressed and 

managed properly by utilizing the opportunities and responding to challenges so as 

to mitigate, if not all them, to a greater percentage in order to achieve the intended 

objectives of their establishment. 
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References show that many researches that have been conducted addressing cost 

sharing in higher learning institutions did not take into account the question of 

service provider (HESLB); therefore, this is a research gap which needs to be 

bridged. It is from this back ground that the researcher intends to study the factors 

affecting good performance of issuing the students‟ loans from the viewpoint of a 

service provider (HESLB), by assessing loan procedures and the extent to which 

students and other stakeholders are served. 

 

1.3 Research Objectives 

The study objectives were divided into general and specific objectives. 

 

1.3.1 General Objective 

The main objective of this study was to investigate the factors affecting good 

performance of issuing the students‟ loans using the Higher Education Students‟ 

Loans Board (HESLB) in Dar es Salaam as a case study. 

 

1.3.2 Specific Objectives 

Specifically, the study aimed:  

(i) To assess the criteria used by HESLB in providing loans to students fulfil 

the objectives of its establishment.  

(ii) To assess the HELB‟s implementation and monitoring of loan process 

performance. 

(iii) To assess the factors that hinders effective performance of HESLB 

services. 

(iv)  To recommend the strategic alternatives for effective loan management by 

HESLB. 

 

1.4 Research Questions 

(i) What are the criteria used by HESLB in providing loans to students? 

(ii) What is the current mode of implementation and monitoring of loan process 

performance? 
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(iii)What are the impacts of the legal framework on issuance and recovery of 

students‟ loans? 

(iv) What are the factors that hinder the good performance of HESLB services? 

 

1.5 Significance  

It is expected that the outcomes of this research will gauge the need for a review of 

the eligibility criteria for granting loans and criteria for identifying needy students. 

The outputs of this study would thus contribute inputs to the role of higher 

education financing and add knowledge. Moreover, the outputs are expected to 

furnish stakeholders (policy makers, the management of HESLB, students in higher 

learning institutions, higher learning institutions and the public at large with crucial 

information regarding the financing of higher studies. The research outputs would 

help in analyzing, evaluating and rectifying the initiatives taken by the government 

and other stakeholders in finding out the solutions and establish a reliable loan 

delivery mechanism. 

 

1.6 Limitations  

Given the exploratory nature of this research, the sample used concentrated on 

dispersed Higher Learning Institutions and Universities in Dar es Salaam. Findings 

generalization and references made should be used with caution in the context of 

the sample frame employed.Likewise, information confidentiality syndrome seemed 

to be prevalent across the whole spectrum of society, which  reflected poor 

cooperation from respondents, incomplete responses and inaccurate answers.In 

addition, some empirically captured evidence was in the form of stories instead of 

more systematic information.  

 

1.7 Delimitation 

The study was conducted in Dar es salaam, Tanzania. The major emphasis of the 

study was to assess HESLB performance in managing higher education students‟ 

loans. The fact that the topic was a bit wider; the study concentrated on elements 
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that provided answers or responses relating to the research questions in which a 

selected sample represented the intended entire targeted population. 

 

1.8 Operational Definition of Terms 

1.8.1 Cost Sharing 

Is a worldwide phenomenon in which the burden of the cost of higher education is 

shifted from exclusive or near exclusive dependence on the government and/or tax 

payer to some reliance on the parents and/or students, to cover the living costs of 

students. It is the process of shifting part of the burden for financing higher 

education away from the state and onto students and families. In the context of this 

study, means the shift of at least part or all of higher education costs from the 

government to the beneficiaries, i.e. parents, students and communities (HESLB 

Lending Manual, 2007; Johnstone, 2004; Salerno, 2003). 

 

1.8.2 Means Testing 

Is the system of determining the percentage of loans to be awarded to students 

depending on the socio-economic status of a student, parent or guardian, and the 

maximum loan amount allowable for each loan item. Also, means testing refers to 

the measure of students‟ economic ability to share costs of higher education. In the 

context of Tanzania Higher Education Students‟ Loans Board, means testing refers 

to assessment of the applicants‟ ability to raise all or part of funds to finance tuition 

fees, field and practical training as well as special faculty requirement costs. Other 

loanable items given under the Act are not subject to means testing. The applicant‟s 

ability to raise all or part of the education cost is derived from assessing the 

following factors: an applicant‟s educational background, social status of an 

applicant, educational level of parents/guardians, occupation of parents/guardians, 

parents/guardians assets, parents‟/guardians‟ standard of living (Guideline and 

Criteria for Issuance of Loans, 2008). 
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1.8.3 Loans Allocation 

Means the whole process of receiving application forms, analysis and appraisal of 

application to eligible applicants. 

 

1.8.4 Loans Disbursement 

Loan disbursement means paying out of the approved loans to the successful loan 

applicants. 

 

1.8.5 Loans Repayment 

Loans repayment generally takes place when a loan beneficiary pays his/her due 

loans on maturity or on due dates regularly or when an instalment is paid on due 

date agreed upon. 

 

1.8.6 Loans Recovery 

Loans recovery is the process which takes place when a loan becomes past due, that 

is when loan(s) not paid on maturity or on due dates regularly or when an 

instalment is not paid on due date agreed upon (HESLB Loans Repayment and 

Recovery Manual, 2007). In this case, where a loan beneficiary without good cause 

fails to repay instalments due to  repayment as indicated in the repayment schedule 

for consecutive identified period (in the case of  HESLB  is three months ), the 

authority (Board) is supposed to have power to recover the whole loan or part of the 

loan. 
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.0 Introduction 

This chapter covers the review of the literature related to the subject studied. The 

chapter is organized according to the study purpose on global perspectives relating 

to students‟ loans performance and finally provides summary of literature reviewed 

and research gap identification. 

 

2.1 Students’ Loan: Theoretical Perspective 

Students‟ loans have been advocated by economist and higher education policy 

analysts for nearly fifty years, but the idea has always raised fierce controversy 

(Woodhall, 2002). According to Woodwall (ibid), the theoretical justification for 

loans is that higher education is a private investment, offering graduates high return 

in the form of better job opportunities and higher life time earnings. Loans give 

potential students from poor families, who would otherwise be denied access to 

higher education on grounds of poverty, the chance to invest in their own future by 

providing them with financial aid when it is needed and allowing them to repay it 

when they can afford to do so. Arguments in favor of repayable loans are based on 

both efficiency and equity.  

 

Efficiency arguments for loans rather than grants are that, loans will reduce demand 

on the government budget and on tax payers; provide additional resources to 

finance expansion of higher education; and increase the motivation of students by 

making them aware of the cost of higher education and acquiring them both costs 

and benefits in the light of the obligation to repay their loans. The equity argument 

focuses on cost and benefits by concluding that since most higher education 

graduates can look forward to substantially higher life time, earning high income as 

a result of their education, those who benefit higher than average earnings should 

not be subsidized by tax payers with average or below average earnings. Such 

arguments formed the basis of the World Bank‟s conclusion: too great a share of 

public resources goes to higher levels of education, relative to lower‟ (World Bank, 
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2003). Since higher education systems are financed by the entire population but 

available only to a small minority, they have a regressive fiscal impact (World Bank 

2003). Cost sharing cannot be implemented equitably without a functioning student 

loan program to make funds available to all students who need to borrow for their 

education, and without scholarship programs that guarantee necessary financial 

support to academically qualified poor students.  

 

Given the fact that in every developing country students attending higher education 

represent an elite group with income earning potential significantly higher than that 

of their peers, it is appropriate that the major form of students‟ financial assistance 

offered by the government guarantee students‟ loans rather than grants. Therefore, 

improving the efficiency and broadening the coverage of the existing student loans 

programs are major challenges of the governments of the developing countries 

(World Bank, 1994). 

 

2.1.1 Loans’ Eligibility Criteria 

According to Johnstone (2006), any form of students‟ loan programme needs to 

answer the following seven questions, and in so doing can be fully and 

unambiguously described: Who is eligible to borrow? are loans generally available 

to all students who want them, or are there limiting criteria such as full-time 

students‟ status, study only in certain institutions, or in certain academic 

programmes; are loans to be available to students only in the public sector, or can 

eligibility for governmentally sponsored students loans be one of the ways that 

government can support and indirectly subsidize a private sector of higher 

education?; of special importance are criteria of „financial need‟ (usually 

determined according to financial means of the parents), or „academic merit‟ 

(which may refer either to academic promise or actual performance. 
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2.1.2 Loan Beneficiaries’ Roles 

Johnstone (2009) summarized the points implied by the theory of cost sharing, the 

potential role of students‟ loans, and examples (good and less good) of student 

lending practices in a variety of countries. Students‟ loans have the potential both to 

increase higher educational accessibility and to allow some portion of the cost of 

instruction and of students‟ maintenance, or costs of living, to be shifted to students, 

to be paid as he or she enters the work force. In this way students loans, at least in 

theory, can provide additional revenue to higher education for the purpose of 

enhancing capacity, quality and participation.  

 

Also, students‟ loans serve a variety of purposes, namely:  putting money in the 

hands of students, thus promoting access; Shifting a portion of higher educational 

cost onto the student (and presumably increasing the total amount of revenue 

available to higher education); supporting (or purposefully declining to support) 

certain sectors of higher education, including private and even proprietary, or profit-

making institutions; influencing post graduation behavior by the conversion of 

grants to loans, or vice versa, depending on whether the graduate, with a potential 

repayment obligation, pursues certain occupation or practices in certain venues.  

 

Students‟ loans are essential ingredient to any comprehensive policy of cost sharing 

to being shared with parents and students. For most countries and institutions of 

higher education, the absence of some way for students to share in the cost of 

higher education means that such costs will have to be covered by tax payers and 

parents alone. In such case, higher educational accessibility is likely to be limited to 

the very academically talented and the children of the affluent. 

 

2.1.3 Forms of Cost Sharing 

Salmin (2006) defines cost sharing as the process of shifting part of the burden for 

financing higher education away from the state onto students and families; it is a 

phenomenon that has taken on global proportions.  
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Student loans may take one of the two basic forms with many variations of each 

and with „hybrids‟ of the two also possible.  

 

The first is the fixed-schedule or conventional mortgage loan. This loan carries a 

rate expressed as annual percentage of the amount borrowed, a repayment period, 

or the amount of time the borrower has to repay the loan and repayment terms such 

as whether the payments are to be in equal instalments that begin small and 

increase over time or some other arrangements that yield a stream of payments 

sufficient to amortize the loan at the contractual rate of interest. An interest rate can 

also be variable as long as neither party, that is, neither borrower nor lender can 

unilaterally set or manipulate the rate.  

 

A typical variable rate, then, might be pegged to the market-determined rate on, 

say, 90 day US Treasury bills sold at auction.  The fluctuating rate would 

presumably be beyond manipulation by either the lender or the borrower. The 

second form of student loan is the income contingent or contingent repayment loan.  

This type carries a contractual obligation to repay some percentage of future 

earnings generally until the loan is repaid at a contractual rate of interest, or until 

the borrower has repaid either a maximum amount (which can release the high 

earner), or for a maximum number of years (which can ultimately release the low 

earner). What is stipulated in the loan contract is the annual repayment burden, or 

the percentage of earnings that must go to loan repayment (which may be fixed for 

all income levels, or progressive, applying to earning only above some threshold 

and/or increasing as incomes rise). What varies according to income or earnings is 

the repayment period and, at least for some low-earnings borrowers, the ultimate 

cost of the loan.  The Swedish, Australian, New Zealand, South African, and 

Scottish loans programmes and those UK students loan programmes scheduled to 

begin in 2006, all feature income contingent repayments.  In addition, the US has 

an income contingent repayment option within its Direct Loan Program. 
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2.2 Empirical Literature Review 

The current literature indicates that, though, has it received greater endorsement in 

developed than in the developing world and particularly in sub-Saharan Africa. A 

shortage of public funding, rapidly expanding enrolments, and strong endorsement 

from international aid agencies like the World Bank have all worked in concert to 

push cost sharing as the way for such nations to strengthen their fragile higher 

education sectors and spur economic growth. As a public policy of financing social 

services, it is very complex and often not very well understood by all parties which 

have to participate in perfection of this policy. As a result, many countries which 

attempt to use this approach have failed outright, and some have partially succeeded 

to fulfil the objectives of cost sharing policy which among others include expansion 

and equitable accessibility to higher leaning institutions.  

 

Cost sharing is more acceptable in the presence of programs for means-tested grants 

and student loans. Means testing is difficult in the absence of verifiable measures of 

family income and family assets, a situation that characterizes nearly all of sub-

Saharan Africa. Therefore, estimates of "family financial means" and "family 

financial need" will probably have to be used with sufficient auditing and penalties 

for misreporting, to yield acceptable levels of compliance. Such estimates might 

include the parents' occupations and educational levels and whether the family 

owns a car, is from a remote region, or belongs to a linguistic, ethnic, or other 

historically disadvantaged population. Countries are presently experimenting with 

such measures.  

Communicating experiences will help policy makers arrive at and share fair and 

cost-effective methods of judging "family financial need."  

 

2.2.1 Cost sharing in Africa 

Apparently, there is no single model for cost sharing that has satisfied all 

circumstances in all countries surveyed. The evidence shows that there is a range 

from purely private to heavy government subsidy on students‟ costs and then to 

cost sharing with a loan scheme. The following is the review of some countries:  
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2.2.1.1 South African’ Experience  

In South Africa, an organized cost-sharing scheme came with the liberation of the 

country from apartheid that witnessed the majority of the people failing to access 

higher education due to financial constraints.  It all started in 1991 when the 

Tertiary Education Fund of South Africa (TEFSA) was formed. In 1999, the 

National Student Financial Aid Scheme (NSFAS) Act of 1999 was passed by the 

parliament and in 2000 TESFA became NSFAS. The objective of the scheme was 

to give loans to the needy students, and grants to most academically able but 

students. The capitalization of the scheme is provided by the government for 

NSFAS to fund students through loans and bursaries scheme.  Interest accrues on 

loans at a rate of 2 percent after correction for inflation so as to get the real rate of 

interest.  However, in most cases, up to 40 percent of loans are converted into 

bursaries.   

 

The extent of the conversion is determined by the students‟ academic results.  Thus, 

the scheme is also meant to induce competition for quality improvement. NSFAS 

allocates funds to institutions where it has its own officials in financial aid bureaus.  

It is these bureaus which invite applications and conduct means testing and assess 

the academic potential of applicants. They finally determine the size of the award, 

ensure correct filing of application forms and send batches of the forms to NSFAS 

for payment.  Payments are processed by NSFAS, which also tracks down loan 

holders to places of employment, as loan recovery in an income contingent one.  

The recovered money is re-injected into the scheme to form a revolving fund. 

NSFA receives repayments from loanees directly from the banking sector into the 

loan management system.   

 

All payments are made to the institutions electronically, thus eliminating the need 

for hard cash. Transfer of data files is via the Internet to institutions and other 

stakeholder organizations.  Loan agreement forms are stored in electronic rather 

than paper form. 
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Currently, student loans are given by the governmentally sponsored Tertiary 

Education Fund of South Africa (TEFSA).  Loan amounts range between R1100 

and R13, 000 (US$200-2364), and are need-based.  The interest rate is a relatively 

high inflation-plus-two-percentage-point, with no „in-school‟ interest subsidy.  

However, fully 40 per cent of the amount borrowed can be converted to a grant if 

all subjects are passed, with this „forgiveness‟ prorated for only some subjects 

passed.  Repayment is income contingent, beginning with 3 per cent on the first 

R26, 300 (US$4782) of income, progressively adding an additional 1 percent. A 

maximum of 8 percent of income must be paid for student debt retirement at annual 

income of R59,300 (US$10,782) and above.  The national tax and pension 

contribution systems are not used for collection, but the government has authorized 

the tax agency to report borrower incomes to TEFSA for purposes of income 

verification (Jackson, 2002). 

 

2.2.1.2 Experience from Uganda 

According to Johnstone (2004), Uganda is a peculiar case, which is different from 

other countries. Cost sharing in Uganda came into being due to harsh socio-

economic and political conditions prevailing in the1970s and 1980s. There was 

neither cabinet paper nor the parliament to declare that time ripe for cost sharing. In 

1993, Makerere decided on its own to start charging fees to private students so as to 

reduce dependence on government treasury, and diversified its financial base. Other 

means of income and sources for the university included the establishment of 

consultancies, proper space utilization and commercialization of service units, 

creation of limited liabilities companies and commercial units, and hiring out 

university facilities and therefore, between 1996 and 1999 the income at Makerere 

University had increased greatly. This income was used to increase salaries of 

academic and non-academic staff, infrastructure, construction of new sites, and 

research. 
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Out of the current admitted students, private students constitute 80 percent while the 

government sponsors 2000 out of over 10,000 students. When implementing these 

initiatives, the following problems emerged: privatization at Makerere is a success 

in some faculties but not in all. It is a success in areas like law, commerce, 

education and humanities and it has been difficult in some science fields, and 

especially medicine. Surprisingly, there is also a problem of balancing public and 

private funds. The government has a major role to play in formulating and 

monitoring, ensuring equity and quality of outcomes. The long-term impact of these 

reforms is still questionable. The impact on quality of the graduates and research 

has still to be ascertained.  

 

The other problem experienced is the over-stretching of the infrastructure. 

However, there are some successes of the initiative: the internal efficiency has 

increased; there is good space utilization; proper use of university facilities; and the 

introduction of university flexible system (semester) to reduce wastage. Graduates 

are produced according to the needs of the society (value for money). However, 

there is still a shortage of science graduates. Access has increased but has created a 

gap in equity as only 40 percent of students come from peasantry background while 

the peasants form over 80 percent of the national population. Gender inequity has 

lessened as female students have increased to 34 percent of the total enrolment. The 

sustainability question is that, for how long will the communities continue to pay? 

Do the graduates have jobs after they finish school? Hence, the plan to introduce a 

students‟ loans education. 

 

2.2.1.3 The situation in Kenya 

Johnstone (2006) reviewed the status of cost sharing and student loans based on 

experiences with student loans in Kenya. He observed that the Higher Education 

Loans Board of Kenya was established by an Act of parliament number 3 of 1995, 

and came into existence on the 21st day of July, 1995 through Kenya gazette 

supplement (Cap 213A), resurrecting a student loan program that had failed in the 

1970s through a combination of extremely high defaults and apparent 
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administrative incompetence or at least absence of readiness to administer such a 

programme. Kenyan students who were pursuing higher education in universities 

outside East Africa and were not on scholarships were advanced loans by the then 

governments against securities such as land title deeds, insurance policies and 

written guarantees.  

However, by 1974, provision of education in general had expanded dramatically as 

a result of the heavily subsidized primary and secondary education and the general 

yearning for education by most Kenyan families. 

 

Consequently, the number of students seeking university education had grown to an 

extent that it was becoming increasingly difficult to adequately finance university 

education by providing full scholarship and grants by the government. The 

government, therefore, introduced the university students‟ loans scheme (USLS), 

which was managed by the ministry of education. Under the scheme, Kenyan 

students pursuing higher education at Makerere, Nairobi, and Dar es Salaam 

Universities received loans to cover their tuition and personal needs, which they 

would repay on completion of their education. 

 

The University Student Loans Scheme (USLS) however, was plagued with a 

number of problems right on the onset. It lacked the legal basis to recover matured 

loans from loanees. In addition, the general public and University students wrongly 

perceived that loan was a grant from the government, which was not to be repaid. In 

order to address this problem, in July 1995, the government through an act of 

parliament established the Higher Education Loans Board to administer the student 

loan scheme. The board is empowered to recover all outstanding loans given to 

former university students by the government of Kenya since 1952 through HELB 

and to establish a Revolving Fund from which funds can be drawn to lend out to 

needy Kenyan students pursuing higher education.  
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The establishment of a revolving fund was expected to ease pressure on the 

exchequer in financing education, which currently stands at 40% of the annual 

national budget. Applied loan amounts are means tested, and the interest is 4%. The 

key to the loan programme is the extraordinary effort to recover payments, aided by 

the new legislation that mandates employers to deduct amounts due from employees 

in repayment. The new law also mandates employers to collect outstanding loans 

from the earlier 1974 Kenyan student loan programme. Non-payment is supposed to 

bring severe penalties to both borrower and employer. Capital is provided by the 

government with the hope that repayment on the „old loans‟ would soon capitalize a 

revolving fund. 

 

2.2.2 A Lesson from Australia 

The Higher Education Contributions Scheme (HECS) in Australia is a combination 

of tuition plus income contingent loan available to most Australian students.  The 

loan covers the full amount of tuition as established by the university up to limits 

set by the government within three bands.  The upper limits in 2005 have been set at 

A$4808 (US$3509) for Band No 1(Humanities, Social and Behavioural Sciences, 

Languages and Visual and Performing Arts); A$6849 (US$4999) for Band No 2 

(Engineering, Science, Computer Science and Business/Economics); and A$8018 

(US$5853) for Band No 3 (Medicine and Law).  Up to 20 per cent of the tuition due 

is discounted for paying up front.  The interest rate, as in Sweden and the UK, 

mirrors the rate of inflation, that is, a zero real rate of interest.  Repayments are 

income contingent on annual incomes above A$ 30,000 (US$24,898).  Interest rates 

range from 3 per cent to a maximum of 8 per cent on annual incomes in excess of 

A$64,999 (US$47,445).   

 

Repayments due are collected as income surtax by the employer or are paid along 

with estimated or year-end taxes due.  There is no forgiveness after a certain age or 

passage of years since the borrowing took place.  According to the definitions 

above, HECS is not a true graduate tax as individual accounts and balances owed 

are maintained on each borrower.  However, enlistment of the national tax system 
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gives HECS the appearance of a graduate tax and assures both a low administrative 

cost of servicing as well as a very low default rate.  There is also a loan programme 

for non-Commonwealth supported, that is, non-HECS eligible students collected in 

the same way and with zero real interest, but without the „in-school‟ (university) 

and grace period interest subsidies (Chapman and Ryan, 2002). 

 

2.2.3 Experience from Western Europe and USA 

Woodhall (1990) reviewed the status of cost sharing and students‟ loans based on 

experiences with students‟ loans in Western Europe and USA. He observed that 

several countries were introducing reforms in student support system in the 1990s 

for the following reasons:-Concern about increasing cost and inadequacy of the 

existing systems of student aid; changes from highly selective systems of higher 

education to mass higher education; desire to expand higher education participation 

without imposing an excessive burden on public fund and concern about fairness of 

the existing system. In several countries, the consensus has been that a mixture of 

grants scholarship and loans are more desirable. Others use 50% grants and 50% 

loans. 

 

2.2.3.1 Cost Sharing Modality: United Kingdom Perspective 

The UK student loan programme began in 1989/90 as a small and conventional 

(that is, mortgage-type). Strictly, „top up‟ loan programme as the government began 

to freeze, then lower, its once generous means-tested maintenance grants.  The 

private sector never embraced the programme, however, and in 1998/99, a much 

expanded programme was announced by the government to replace the former 

maintenance grants and to accommodate the inauguration of means-tested tuition. 

Some borrowing is generally available to most students with maximum loan means-

tests, but 75 percent of the maximum is available to all students regardless of family 

income.  As in Sweden, loans carry an interest rate that mirrors the rate of inflation, 

that is, a zero real rate of interest.   
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Loans are administered by the government‟s Student Loans Company.  Repayment 

is income contingent to be repaid at 9 per cent of marginal income above £15,000 

(US$16,181) (increased from £10,000 in April 2005), which is  deducted by the 

employer as though it were an income surtax and passed to the government 

treasury.  Any indebtedness remaining after 25 years is to be forgiven.  In 2006, 

England joined Scotland (as presumably for Wales and Northern Ireland) in 

converting the tuition fees up to £3000 (US$5700) to an additional income 

contingent loan obligation along the same terms as the current maintenance loan, 

thus converting what had been a means-tested parental obligation to an additional 

student obligation-albeit one, that is, deferred and repayable income contingent 

(Johnstone, 2006). 

 

2.2.4 An Evidence from China 

China‟s loan programmes have undergone many modifications since their 

experimental beginnings in 6 cities in 1999.  The Government Subsidized Student 

Loan Scheme (GSSLS), as modified in 2004, provides student loans in amounts up 

to ¥ 6000 (US$109) a year to needy students (officially acknowledged to be 20% of 

the enrolment). Interest rates are paid by the government during the „in-school 

years.   

 

Borrowers pay one-half of the commercial interest rate after graduation, which is 

deferred (but not forgive) for up to a two-year grace period.   Repayment periods 

are six years, which is an increase over the prior four-year repayment period that 

required far too high monthly payments.  The loans are disbursed by participating 

banks and the risk is shared by the university, the government, and the bank.  Co-

signatories are not required for the GSSLS.  There is also a non-subsidized student 

loan programme, the General-Commercial Student Loan Scheme (GSSLS), 

available for children of the more affluent families and requiring a parental co-

signatory (Psacharapoulos,G 2002). 
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2.2.5 General Concepts on Cost Sharing: Global Perspectives 

Student loans have been widely used all over the world with specific examples of 

Latin America, Canada, Scandinavia, Japan and some countries in Africa and Asia. 

They have been successful in increasing enrollment of students in many countries 

and have enabled poor students to enroll who could not otherwise have afforded 

higher education. One significant benefit is that many students‟ loan institutions 

have been successful in attracting funds from such new sources as commercial 

banks and business enterprises. Thus, the important thing to be noted here is that no 

student loan scheme is self financing (World Bank, 2003). If rich nations are 

finding it difficult to support higher education (Johnstone, 2004), it is much more 

difficult for developing nations. Education is one of many worthwhile investments 

in life. According to the human capital theory, higher education enhances 

productivity, raises the earnings of individuals and contributes to economic growth 

(Cohn and Geake, 1990).  

 

The rationale for student borrowing is well known. At the level of individual 

decision-making, the human capital model views post-secondary education as an 

investment that yields financial (and non-financial) returns over the lifetime of the 

individual. Student loans have been widely advocated as a way of financing the 

private costs of investing in higher education and more than fifty countries now 

have loan schemes which enable students to borrow from government agencies or 

commercial banks in order to finance their tuition fees or living expenses, and to 

repay the loans after graduation. Most loan schemes offer government guarantees 

and some form of interest subsidy, and in many countries students receive financial 

support through a combination of loans, grants, scholarships or bursaries 

(Woodhall, 1992). Modes of payment also differ from one country to another, but 

the purpose of all loan schemes is to finance all or part of the costs of education by 

borrowing while studying, and to repay this, at a later date. The payment might be 

that of income contingent loan, that is, from the future salary or service loans that 

are re-paid through public service provision (Chapman, B 2002).  
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A number of developing countries are now seriously considering student loans as a 

means of financing higher education. The World Bank has advocated loans on 

grounds of both efficiency and equity (World Bank, 2003) and the Commonwealth 

Secretariat and the World Bank have published guidelines for developing countries 

considering how to design a student loan programme (Woodhall, 1969). There are a 

number of student loan schemes running in Africa. In Kenya, Malawi, Lesotho, 

Rwanda, Tanzania, Nigeria and South Africa, the loan schemes have been of 

mortgage type, while that in Ghana is income contingent. Programmes in Nigeria 

and Tanzania have since been abandoned (Albrecht and Ziderman, 1992).  

 

Similar programmes are run in Australia (income contingent), Sweden (income 

contingent), Morocco (mortgage), Sri Lanka (mortgage), Philippines (mortgage) 

and the UK (mortgage). Ghana was one among the countries that established the 

loan scheme, but only shortly lived because of the political circumstances. Ghana‟s 

experience is interesting because it is one of the examples of a government 

introducing loans, together with fees as a way of reducing the costs of higher 

education. As such, it was a courageous departure in the field of student loans. Loan 

programs elsewhere in the world have tended to lighten the financial contribution of 

students and their parents to the costs of higher education, but surprisingly Ghana 

was asking them to pay more (Williams, 1974).  

 

The ultimate goal of cost sharing was to relieve the government of the burden of 

higher education costs. This would be done by allowing private participation in the 

delivery of higher education. Loans give potential students from poor families, who 

would otherwise be denied access to higher education on the grounds of poverty, 

the chance to invest on their own future with the idea that they would repay when 

they are able to do so (Woodhall, 2002).  

Cost sharing would only work equitably if there was a functioning student program 

that availed all the needy students with funds for their education (World Bank, 

2002).  
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Albrecht and Ziderman (1992) carried out a study of the role of student loans in 

financing higher education which examined experience in both developed and 

developing countries and proposed a number of reforms designed to improve the 

effectiveness of loans as a means of cost recovery. Woodhall (2002) maintains that 

student loans can only help facilitate recovery and improve quality only if they are 

efficient and well-designed. Though many student loan programs in Africa may 

have been well-designed, they generally lack efficiency. She provides certain 

criteria that student loan programs should meet while trying to promote equity and 

efficient cost recovery. These are: efficient institutional management; effective 

financial management; effective criteria used in determining eligibility; provision of 

information on terms and conditions of loans; adequate legal frameworks; and 

effective loan collection.  

 

The experience in Kenya, as in other African countries, shows that student loan 

schemes are facing considerable problems; however, the government is attempting 

to solve these problems by improving collection mechanism, rather than 

abandoning the loan scheme or scapegoat students by setting qualifying criteria 

which are hindrance to equal loan accessibility among the needy students simply 

because the funds are not enough. Thus, speaking of efficiency, there is good 

evidence that students receiving education credit will be more apt to complete their 

education than those who do not receive credit.  The credit enables the student 

borrower to continue with his/her education in the first instance, or to devote more 

time to it if he has had to be self-supporting. His assumption of an obligation to pay 

for the education gives him the motivation to qualify himself for better paying 

employment and to complete his course of study as quickly as possible, thus 

keeping his total obligation to a minimum (Johnston 2009).  

 

2.2.6 Students’ Loans in Tanzania 

In Tanzanian context, the term higher education embodies all organized learning 

and training of the tertiary level leading to the award of higher/advanced diploma 

and/or bachelor degree and above.  
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This includes conventional and non-conventional universities, specialized 

universities, polytechnics and colleges. The higher education system is sub-divided 

into general higher education (offered in universities) and technical education 

(offered in non-university higher education institutions). Cost sharing in higher 

education in Tanzania is not a new educational financing policy. The policy has 

existed even before independence in 1961 (Ishengoma, 2004). Galabawa (1991) 

also points out that a student revolving loan scheme used to operate in Tanzania in 

the 1960s and 1970s but collapsed because of lacking supervision and commitment. 

In 1974, the government abolished the bursary system and took all the 

responsibilities of paying costs of public higher education. In the 1980s following 

the severe economic crisis as part of a wide ranging of socio-economic reforms, 

Tanzania officially reinstated cost sharing. The Tanzanian government first adopted 

cost sharing in higher education in 1988 and the cabinet endorsed that policy in the 

same year and the formal announcement of the policy was made in January, 1992.  

 

Cost sharing in higher education was implemented in three phases, while phase I 

and II were managed by the then Ministry of Science, Technology and Higher 

Education (MSTHE), phase III was managed by Higher Education Students‟ Loans 

Board (HESLB). Higher Education Students‟ Loans Board (HESLB) is a body 

corporate established under the Act of Parliament No 9 of 2004, as amended by Act 

No 9 of 2007, CAP 178 and commenced its operation in July, 2005 (HESLB 

Strategic Plan, 2008-2011). The board was established following the adoption of the 

National Higher Education Policy (NHEP) of 1999.  

 

Among other things, the board has been entrusted by the government with the 

responsibility to disseminate loans to Tanzanian students who are eligible and 

needy as defined by the Act no 9 of 2004 pursuing Advanced Diplomas and/or 

degree studies at accredited higher learning institutions in and outside the country, 

and to collect repayment for all loans issued to students since 1994 so as to make 

the scheme successful and sustainable (Act No 9 of 2004; HESLB Strategic Plan, 

2008-2011).  
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One of the successes of cost sharing in higher education in Tanzania is an increased 

access to higher education. Currently, a good number of higher learning institutions 

have been established and today there are so many accredited higher/advanced 

learning institutions. 

 

2.2.6.1 HESLB and its Establishment 

The board was established following the adoption of the National Higher Education 

Policy of 1999. Among other things, the board has been entrusted by the 

government with the responsibility to disseminate loans to Tanzanian students who 

are eligible and needy as defined by the Act no 9 of 2004 pursuing Advanced 

Diplomas and/or Degree studies at accredited higher learning institutions in and 

outside the country and to collect repayment for all loans issued to students since 

1994 so as to make the scheme successful and sustainable (Act No 9 of 2004; 

HESLB Strategic Plan, 2008-2011). In the context of this dissertation, HESLB has 

sometimes been referred to as the “Board”. The Higher Education Students‟ Loans 

Board gives out the application forms to students to be filled, and the Board use 

such application forms to establish the eligibility of the individuals to get loans.   

 

The loans are given at varying rates, depending on socio-economic status of 

students and students‟ family (HESLB, Manual, 2007). Students are given a grace 

period of one (1) year after completing their studies before starting repaying their 

due loans.  Deductions have to last within ten years. Both loan beneficiaries and 

employers of loan beneficiaries have the obligation to do in order to facilitate 

repayment and recovery of the loans as stipulated by Act No 9 of 2004. Currently, 

the Board is not recovering a significant rate compared to what is being disbursed. 

It is planning to collect 5.1 billion per year but disburses more than 100 billion per 

year (HESLB Budget, 2008). A  link has been established with employers, 

employers associations, revenue authority (TRA), National Social Security Fund 

(NSSF), Public Sectors Pension Fund (PSPF), Parastatal Pension Fund (PPF), 

Business Registration and Licensing Agent (BRELA) and many others which help 

in tracking loanees (HESLB Repayment and Recovery Manual, 2007).  
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The government is the main source of funding.  Some community organizations 

contribute funds to support students from their areas.   

 

HESLB Strategic Planning (2008–2011) clearly states HESLB vision, mission and 

core values. In order to achieve and sustain its objective of assisting, on loan basis, 

needy Tanzanian students to meet the costs of their education, has to play a much 

more significant role in identifying eligible needy students, issuance of loans and 

effective recovery of the loans so as to sustain the Board.  It is in this context, 

therefore, that HESLB‟s vision is to be a centre of excellence for the provision of 

loans to needy and eligible Tanzanian students of higher learning institutions. The 

HESLB‟s mission is closely related to its vision which is to put in place a well 

managed and sustained revolving students‟ loan fund to enhance needy and eligible 

Tanzanian students‟ access to higher education. In this context, the HESLB mission 

is to enhance not only eligible needy Tanzanian students‟ access technical and 

higher education but also ensure that the disbursed loans are recovered through a 

well managed and sustained revolving loan fund. 

 

In striving to achieve its vision, mission and fulfilling its objectives, HESLB will 

subscribe to the following core values; Team-work by ensuring that there is an 

existence of team spirit and team work in the provision of quality services, 

Transparency by ensuring that the provision of quality services is rendered fairly 

and with openness, Accountability by ensuring that the provision of quality services 

is done in strict abidance to the rule of law and to the agreed regulations and 

procedures, Commitment by ensuring that there is maximum staff committed in 

rendering quality services, Integrity by striving to deliver quality services 

professionally and honestly. Equity by ensuring that delivery of quality services is 

not discriminatory. 

 

2.3 The Conceptual Framework 

A conceptual framework explains, either graphically or in a narrative form, the 

main things to be studied, including the key factors that are constructs or variables 

and the presumed relationship among them (Miles and Huber man, 1998).  
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This study adopted the conceptual framework which covers three dimensions: the 

predicting variables, mediating variables and outcome variables. A predictor 

variable is the one whose values are used to determine the values of the outcome 

variables. It is analogous to the independent variables.  

 

Outcome variable is the one whose values are to be modelled and predicted by other 

variables, and mediating variables describe how, rather than when effects will occur 

by accounting for the relationship between the independent and dependent variables 

(ibid). Relationship of independent variables and dependent variables is shown in 

the figure 2.1. 

 

Figure 2.1: The Conceptual Model 

 

 

 

 

 

 

 

Source:  By researcher, 2014 

 

Predicting variables comprised of workers‟ participation, technology, resources and 

the level of professional grade. The mediating variables included administration and 

communication, and the outcome variables were the section performance on 

services delivery in HESLB. The predicting variables can directly influence 

outcome variables, though the same predicting variables can be influenced by the 

mediating variables consequently, there could be interplay of both predicting and 

mediating variables on the outcome variables. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Introduction 

This chapter provides insights into the methods and practical ways employed to 

conduct the study. The chapter starts with a brief description of the adopted 

research design, location of the study area, population and sampling, sample size, 

data collection methods, reliability and validity, ethical consideration and data 

analysis. 

 

3.2 Research Design 

Research design is a detailed plan of work to be done to achieve the research 

objectives. It is a detailed plan that guides the researcher in the whole process of 

collecting, organizing, analyzing and interpreting data. Kothari (2007) defines 

research design as the conceptual structure within which research is conducted. The 

research design adopted in this study was a cross sectional  due to its ability to 

explain the prevailing conditions as perceived by the respondents and the studies 

are carried out once at a particular point in time, are present oriented and not 

repetitive in nature (Kothari, 2008). Also the researcher has no control over the 

subject and it is possible to obtain information on variables in different contexts at 

the same time. As argued by Neuman (2000), a cross sectional survey design is a 

snapshot of an ongoing situation, provides external validity of the results so that the 

findings can be effectively generalized. It allows the possibility to collect data from 

a sizeable population using standardized instruments and control over the research 

process (Miller,P, 1982).   

 

Due to exploratory nature of this study, qualitative paradigm was used to gain an 

insight into the research problem and to identify contributory factors that may 

contribute to managing the student‟s loan performance. The researcher was able to 

suggest some recommendations that would help to improve HESLB performance in 

managing the Students Loans. According to Strauss and Corbin (1998), qualitative 

research is the research about persons‟ lives, lived experiences, behaviours, 
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emotions and feelings as well as about organizational functioning, social 

movements, cultural phenomena and interactions between nations.  

This method is used to explore substantive areas about which little is known or 

about which much is known to gain novel understanding. Rowley J (2002) define 

qualitative research as intrigued with the complexity of social interactions as 

expressed in daily life and with the meanings the participants themselves attribute 

to these interactions. This interest takes qualitative researchers into natural settings 

rather than laboratories and fosters pragmatism in using multiple methods”.   

 

3.3 Area of the Study 

The study was conducted in Dar es Salaam because it is a place where HESLB, as a 

case study, is located. HESLB was chosen as the case study on the following 

grounds: currently it is the only organization entrusted by the government with the 

responsibility to disseminate loans to students pursuing Advanced Diplomas and/or 

degree studies in accredited higher education institutions in and outside the country, 

and collect repayments for all loans issued to students since 1994, so as to make the 

scheme successful and sustainable. In other words, HESLB is the only organization 

which manages higher education students‟ loans, it has about eight years since its 

establishment with lots of complaints from its major stakeholders e.g. continuing 

students, former students, parents and other stakeholders on the existing loans 

procedures/processes of issuance of loans, implementation, evaluation, monitoring 

and control of loans. Also, the researcher is one of the loan beneficiaries during his 

studies at the then the Institute of Development Management Mzumbe (IDM) from 

academic year 1996/1997 to 1998/1999 which is currently known as the University 

of Mzumbe.  

 

3.4 Population and Sampling procedure 

The population of the study involved HESLB personnel (both management, officers 

and other staff) as the loans provider; students and staff in Higher Education 

Institutions (these included Institute of Financing Management students and staff, 

College of Business Education students and staff, International and Medical and 
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Technological University students and staff, Dar es Salaam University Centre of 

Education students and staff, and University of Dar es Salaam main campus 

students and staff). Because of financial resources and time constraint, the 

researcher was unable to cover the whole population; instead, two sampling 

techniques were used to determine and get the required respondents. Due to the 

nature of the study, judgemental/purposive and simple random sampling techniques 

were used to get a representative sample.  

 

Judgemental/purposive sampling technique was used because it was considered to 

be the most reliable technique by which key respondents, by virtue of their position 

or any other characteristic, could be obtained. On the other hand, simple random 

sampling technique which gives the equal chance to every element in the population 

to be included in a sample was used because of being easier and tends to provide 

the representative sample. 

 

3.4.1 Sample size 

The number of items to be selected from the universe or population to constitute a 

sample in which its adequate size should; neither be excessively large nor too small, 

must be optimum,   be representative enough, not less than 10% of the entire 

population, should be central to sampling theory based on degree of accuracy, 

precision and standard error as it takes into account whether the parameters of the 

population are expected to lie within a specified degree of confidence and the level 

of significance (Kothari, 2007).  The sample size from each stratum will be 

determined as;  ni   =  (Ni / N)n, Where;  ni  represents stratum  size required, Ni 

represents the total number of students in each stratum, N  represents total study 

population and  n = ∑ni  represents total sample size. As Kumar (2005) argues that, 

the issue of sampling in qualitative design does not matter. The main aim of most 

qualitative inquiries is either to explore or describe the diversity in a situation, 

phenomenon or issue. A researcher targets the respondents he/she thinks will 

provide the information needed to achieve the objectives (Creswell, 2003).The 

sample size of 300 respondents was purposively selected as it is shown in table 3.1. 
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Table 3.1 Sample Distribution 

Source: Study Findings, (2014). 

 

3.5 Data Collection Methods  

In order to select the appropriate method of data collection for this study, the 

following factors were considered: the financial and time constraints; type of data to 

be collected, i.e. primary and/or secondary data; the reliability of the method to be 

employed; and the sensitivity of the research. This study used questionnaires, 

interview, documentary review and observation as the methods of data collection; 

and interview guide, questionnaire, observation schedule and documentary review 

schedule were prepared and used as data collection instruments because of their 

reliability for qualitative (descriptive) approach. Therefore, these methods helped 

the researcher to collect both primary and secondary data 

 

3.5.1 Questionnaire 

According to Creswell (2003), a questionnaire is defined as a form used in 

survey design that participants in a study complete and return questionnaires to 

the researcher and that participants choose answers to questions and supply 

basic personal or demographic information about them. A questionnaire was both 

the main data collection method and instrument. This method was considered as the 

main method of data collection due to its comparison with other methods. The 

method enabled the researcher to collect as much data as possible from the selected 

sample within a reasonable period of time as it covers a wider area within a short 

time. It also encouraged respondents to give free opinions without any external 

influence.  

 

S/no Institution Targeted Pop. Sample 

1 HESLB staff 207  20 

2 IFM students and staff 503   50 

3 CBE students and staff 411 40 

4 IMTU students and staff 390 40 

5 DUCE  students and staff 402 50 

6 UDSM 1108 100 

 TOTAL 3021 300 
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3.5.2 Interview 

Kumar R (2005) define interview as questions of various forms that are asked 

orally. Cohern E and Geske,T (1990) argue that interview allows subjects to 

provide their interpretations of the world in which they live, and to express how 

they regard the situation from their own point of view.The interview method 

enabled the researcher to talk to several officials in and outside HESLB. An 

interview guide was prepared as an instrument for data collection. From all 

interviewees; views, ideas and comments about the study were collected. The 

interview data were used to supplement the data obtained by means of 

questionnaire. 

 

3.5.3 Observation 

Observation is the most commonly used method in studies relating to behavioral 

science, and it simply means viewing or seeing. It involves systematic recording of 

observable phenomena or behaviour in a natural setting. The researcher decided to 

use this technique because it allows the researcher to study people in their natural 

setting without their behaviour being influenced by the presence of a 

researcher.Both participatory and non-participatory observation techniques were 

used. In the case of participatory technique, covert participatory was much used so 

that respondents could not have the opportunity to change their normal behaviour. 

 

3.5.4 Documentary Review 

Documents consist of public and private records that researchers obtain about a 

site or participants in a study.The review schedule was prepared to enable the 

researcher to review different published and unpublished materials concerning the 

issuance, repayment and recovery of already issued loans, financing of higher 

education, management of HELB loans, and cost sharing. Documents such as 

operational manuals, budget reports, audited financial reports; strategic plan and 

organizational structure were reviewed. 
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3.6 Data analysis 

Qualitative data analysis technique was employed since it involves free format of 

responses in which words and observations were used to get in-depth information 

from different cases (Adam J,2008). The qualitative paradigm has a tendency to be 

process oriented, subjective, and descriptive based on feelings and attitudes. This 

enabled the researcher to understand and describe a particular event, allowing 

participants to freely express their feelings and its analysis involved examining 

perceptions in order to understand the social phenomenon. It is a scientific method 

of evaluation that concentrates on numbers and yields charts and tables in turn from 

a given population to represent viewpoints and opinions. This involved a clear 

interpretation, grouping, classifying examining perceptions, free format responses 

which words and observations were used to get information from different cases 

with the aid of Statistical Package of Social Sciences (SPSS).  

The analysis depended on logic and use of evaluation on numbers to yield charts 

and tables to represent view points and opinions.  
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CHAPTER FOUR: 

 DATA PRESENTATION, ANALYSIS AND DISCUSSION OF FINDINGS 

 

4.0 Introduction 

This  chapter  presents  analysis  and discusses  the  research  findings  on  the  

factors influencing the performance management of students‟ loans . The chapter 

presents respondents views as gathered through the questionnaire and also reviews 

of documentation and archival records.  The chapter is divided into three sections; 

section one presents characteristics of the respondents, section two presents the 

findings and section three presents the discussion of findings. 

 

4.1 Demographic characteristic of respondents 

The demographic characteristics of the respondents included their gender, level 

education and years of experience. The demographic information covers both 

HESLB staff and students (current and ex-students).  

 

4.1.1 Respondents characteristics by gender 

Gender and age dominations are important parameters in social analysis because, in 

most societies different genders and ages perform certain sets of activities, possess 

different traits and behave differently with specific experience that influences 

performance. The respondents‟ gender characteristics are captured, summarized and 

reported in Figure 4.1. 

 

 

 

 

 

 

 

 

 



36 
 

Figure 4.1: Respondents’ characteristics by gender 

 

 
Source: Study Findings, (2014). 

 

Figure 4.1 presents gender of respondents for HESLB staff and students (both 

current and past beneficiaries). The data shows the number of male respondents 

being higher than that of the female with males accounting for 67.74% of staff and 

64.41 % of students, this shows that more male for HESLB and students 

participated in responding to questionnaire .32.26% of the staff and 36% of the 

students were female. The higher percentage of the male respondents could be 

attributed to the fact that HELSB employs more males than females. More over 

more males respondents from the students could also be attributed to the fact that 

more males perform well in academics hence more are enrolled in higher learning 

institutions. 

 

4.1.2 Respondents characteristics by level of education 

The level of education was selected as an important parameter since it has a 

significant influence on an individual‟s performance. Education is valued as a 

means of liberating individuals from ignorance and it enables them to execute non-

traditional activities. The respondents‟ characteristics based on their level of 

education are captured and summarized in Figure 4.2. 
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Figure 4.2: Respondents characteristics by level of education 

 

Source: Study Findings, (2014).  

 

Figure 4.2 presents level of education of HESLB staff which indicates 39% has 

second degree, 26% has first degree, 19% advance diploma and 16% has other 

qualification. From this analysis it shows that most of HESLB employees had the 

necessary knowledge to respond intelligently to the researcher‟s questions.  

Most of the beneficiaries from the respondents were first degree holders at 86% 

followed by masters at 11% and diploma holders at 2%. The higher percentage of 

the first degree holder includes the current students who are still in university.  

 

4.2 Loan Granting Criteria and Identification 

The first specific objective of the study was to evaluate the criteria used for 

identifying and granting loans to needy Tanzanian students. Data regarding the 

loan granting criteria and identification were captured and summarized in figure 

4.3 below,  
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Figure 4.3: Identification of Loan Granting Criteria 

 

Source: Study Findings, (2014). 

 

From Figure 4.3  above, 93% of the students said the criteria used in selecting the 

needy students is not   satisfactory  as compare to  only 7% who were of  the view 

that is it satisfactory. Surprisingly, 55% of the staff affirmed that the criterion is 

satisfactory against 45% who reiterated that it required improvement. There were 

varied reasons given as to why students were not satisfied with the criteria such as 

mean testing tool not capturing important dimensions such as single parent, rural 

dwellers, education background of the parents and students from the same family 

receiving different loan awards. Interestingly, the staff who praised the system did 

not give any conclusive reason as to why the system is satisfactory as compared to 

45% of the staff who affirmed to system as not satisfactory citing ineffectiveness 

with the mean testing. 

 

4.2.1 Weakness identification mechanism 

Identification of data regarding system weakness as put forward by the 

respondents were collected and summarized in the figure 4.4 
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Figure 4.4: Weakness Identification mechanism 

 
Source: Study Findings, (2014). 

 

The students‟   were asked to identify weaknesses in the mechanism for 

identification and granting loans to needy students.   83% of the respondents   

pointed out in effective mean- testing as a biggest weakness. This has led to poor 

recipient identification. Other weakness pointed out included bureaucratic 

procedures in HESLB and poor data management (67%) ; lack of public awareness 

(56%;) delays in feedback amongst HELSB stakeholders 44% mostly to students; 

gender biasness in identification and allocation of the loan 33% and  multiple 

allocation to students (17%). 

 

4.3 Challenges faced by students 

It was imperative to assess the challenges faced by students as key beneficiaries 

and stakeholders of HESLB.  Data regarding challenges were collected and 

summarized in figure 4.5 below. 
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Figure 4.5: Challenges faced by students  

 

 
Source: Study Findings, (2014). 
 

 

The Figure 4.5 above shows 50% of the students confirming that ineffective mean 

testing is the most important problem they face in loan application process 

followed by too much information at 40%. Those who indicated that the major 

challenge was due to high application cost 15%, delayed feedback 10% and 

discrimination 10% were also some of the problems cited. Misplacement of forms 

in the process of application was cited as minor problem at 5% yet the researcher 

views it as a big problem. Other problem cited by the students included 

bureaucratic procedures in the application process leading to corruption. 

 

4.3.2 The Impact of Loan Scheme on Enrolment 

The another  objective  of  the  study  was  to  assess  the  impact or effects of  loan  

fund  on  students‟ enrolment on Higher Education Institution. Data were collected 

through documentary reviewing about the students‟ enrolment the following table 

shows the trend as follows: 
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Figure 4.6: Students Enrolment  

 

 
 

Source: TCU, (2013). 

 

The above Figure 4.6 shows a steady increase in the number of students enrolled in 

selected universities increasing from academic year 2005 / 2006 to 2008 / 2009. In the 

academic year 2005 / 2006 the student enrolment was 19,899 students as compared to 

the following year 2006 / 2007 - 25,882 progressing till the academic year 2008 / 2009 

at 33, 326 students. The research was to establish whether the loan fund could have an 

impact on this positive enrolment. 

 

Table 4.1: Amount Disbursed 

HEI 2006‐2007 2007‐2008 2008‐2009 

No Amount in 

‘000,000’ 
No Amount in 

‘000,000’ 
No Amount in 

‘000,000’ 

UDSM 11,296 18,183 11,370 20,570 12,937 20,755 

UDOM 0 0 1113 1,875 6,996 14,484 

MZUMBE 2,014 4,625 2301 4,936 2,680 3,968 

IFM 1,980 3,272 4002 5,758 3,781 9,574 

IMTU 412 2,521 780 2,849 834 2,095 

 

Source: HESLB AnnualReport2009/2010. 
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Analysis of table 4.1 above; reveal that the number of students granted loans in the 

selected institutions was growing tremendously in every academic year due to 

establishment of HESLB in 2004 and commencement of operation in July 2005. The 

trend was so because before establishment of HESLB, only students from public Higher 

Learning Institutions were granted loans. It can be pointed out from table 4.1 above; 

there is a positive relationship between the amount disbursed to the universities and the 

student enrolment.  

 

Table 4.2: Loan Recipients and Amount Loaned (2005/06 to 2008/09). 

 
Year No. of 

Student enrolled in HEI 
No. of 

students 

accessing 

loans 

Amount Loaned 

           

‘000,000’ 

Actu

al 

requirement 

‘00

000

0’ 

%Deficit from 

actual 

requirements 

 
2005/2006 

 
48236 

 
42729 

 
56,111 

 
56,111 

 
43.74% 

 
2006/2007 

 
55134 

 
47554 

 
76,072 

 
76,194 

 
22.24% 

2007/2008  
75346 

 
55687 

 
122,509 

 
127,000 

 
7.87% 

2008/2009  
85000 

 
58798 

 
139,841 

 
142,107 

 
15.05% 

 
Source: HESLB Annual Report (2009/2010) 

 

As evidenced in table 4.2 above shows, there were tremendous increases in the number 

of students given loans as well as the amount of money loaned by the HESLB since its 

establishment in the academic year 2005 / 2006 and 2006 / 2007. The average yearly 

increase in the number of students given loans over the period was 11.2% and the 

average yearly increase in the amount required was 37.6% which indicates that the 

demand for loanable funds has significantly increased. 

 

Out of five Higher Learning Institutions selected by the researcher, all institutions 

showed tremendous increase in student‟s enrolment. Therefore it can be stated that 

HESLB Loans had contributed to the increase of the number of student‟s enrolment. 

This Conclusion is apparently supported by critical examination of funds disbursed to 

the above mentioned institutes from theacademicyear2005-2006 to the academic year 

2008-2009 and the corresponding increase in enrolment as indicated in the tables 

above. 
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4.3.3 Service delivery efficiency  

The  third  objective  was  to  assess  the  efficiency  of  service  delivery  of  HESLB  

in administering loan Scheme. The following Figure 4.7 illustrates students‟ 

responses: 

 

Figure 4.7: Service Efficiency 

 

 
 

Source: Study Findings, (2014). 

 

 

It can be noted from the above figure 4.7 that 61% of the students‟ are not happy with 

the service provided by HESLB and think it should be improved. 24% are neutral while 

only 15% said they were satisfied with the service level provided. It can be concluded 

that most (61%) of the respondents are not satisfied with the service provided by 

HESLB. 

 

4.3.4 Administrative Challenges 

It was imperative that, like other students loan schemes world over, HESLB faces a 

number of challenges in administering the students‟ loan scheme. The figure 4.8 

illustrates the respondents‟ results. 



44 
 

Figure 4.8: Administration Challenges 

 
 

Source: Study Findings, (2014). 

 

From Figure  4 .8 above  it is clearly evident that there are a number of challenges 

HESLB as an organization is facing. The most cited challenge by the respondents was 

the low pace of loan repayment 70% as the board inherited loans which were issued to 

students from 1995 to 2004 by the government and had not been claimed. Budget 

constraints (65%) as there is a mismatch between the demand for loans and availability 

of funds due to the ever increasing number of application. Poor technological 

infrastructure (55%) and presentation of poor information management by the applicant 

at 45% as the board is not able to verify information provided by the loan application as 

well as information needed for repayment of aforementioned loans due to lack of 

national identification system. 

 

Other challenges that were pointed out also included; the time value of money which 

has no interest Non-standardized tuition fee among different HEI (30%), Resistance to 

cost sharing by parents and students (21%) and the orphan cut-age which ia not 

specified in the criteria (13%).The findings indicate that the loan scheme is Tanzania is 

facing a number of problems that can be mainly summarized as financial management 

challenges, operational, administrative and identification of beneficiaries. 
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4.3.5 Loan Collection 

Theoretically, loan collection is among the critical factor to be considered when issuing 

the loan. It was therefore important to find out the factors used by HESLB in collecting 

their loans. Tables4belowillustratetheamountduefor collection versus the amount 

collected. 

 

Table 4.3: Loans Installments due  

 
 

YEAR 

 

LOAN DISBURSED 

(‘000,000’) 

 

 
REPAYMENT 

DUEDATE 

 
LOANS 

INSTALMENTSDU

E  

(‘000,000’) 

LOANS 

INSTALMENTS 

NOTDUE 

(‘000,000’) 

 
1998/1999 

 
3,610 

2001/2002- 

2008/2009 
 

2,888 
 

722 

 
1999/2000 

 
3,830 

2002/2003- 

2008/2009 
 

2,681 
 

1,149 

 
2000/2001 

 
4,091 

2003/2004- 

2008/2009 
 

2,455 
 

1,637 

 
2001/2002 

 
5,363 

2004/2005- 

2008/2009 
 

2,681 
 

2,681 

 
2002/2003 

 
7,309 

2005/2006- 

2008/2009 
 

2,924 
 

4,385 

 
2003/2004 

 
8,777 

2006/2007- 

2008/2009 
 

2,633 
 

6,144 

 
2004/2005 

 
9,883 

2007/2008- 

2008/2009 
 

1,977 
 

7,907 

 
2005/2006 

 
56,111 

2008/2009- 

2008/2009 
 

5,611 
 

50,500 

 
2006/2007 

 
76,072 

2008/2009- 

2008-2009 
 

7,607 
 

68,465 

 
2007/2008 

 
122,509 

2008/2009- 

2008/2009 
 

12,251 
 

110,258 

 
2008/2009 

 
139,668 

2009/2010- 

2009/2010 
 

13,967 
 

139,668 

 
TOTAL 

 
445,464 

  
51,669 

 
393,794 

 

Source: HESLB Repayment Report (2008/2009). 

 

This function carried out by loans repayment section which involves the process of 

retrieving the schedule of outstanding loans due, bills the recipients and sends the bills 

to the employer or individuals. Individuals or employers in turn either deposits loan 

installments in the collections account or writes a cheque and brings a cheque to 

HESLB offices. Reconciliations are done by the accounts section and repayments 

section.  
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Table 4.3 above shows that the amount of loans due for repayment as at 30th June 2008 

was TZS 51,669,278,184.30 and keeps on increasing. Hence a challenge to HESLB 

repayment and recovery section to strengthen repayment efforts so as to make a 

revolving fund and strengthen HESLB to become sustainable. 

 

Table 4.4: Loans Collected (2008/2009) in (‘000,000’) 

 

 
MONTH 

 
DUELOANS 

OPENING 

BALANCE 

 

 
PROJECTED 

COLLECTION 

 
%ACTUAL VS 

PROJECTION 

 
TOTAL OUTSTANDING 

DUELOANS 

 
Jul-08 

 
50,191 

 
425,864 

 
12.13 

 
50,139 

 
Aug-08 

 
50,140 

 
425,864 

 
19.79 

 
50,055 

 
Sep-08 

 
50,055 

 
425,864 

 
21.58 

 
49,963 

 
Oct-08 

 
49,963 

 
425,864 

 
13.16 

 
49,907 

 
Nov-08 

 
49,907 

 
425,864 

 
23.41 

 
49,808 

 
Dec-08 

 
49,808 

 
425,864 

 
22.54 

 
49,712 

 
Jan-09 

 
49,712 

 
425,864 

 
24.96 

 
49,605 

 
Feb-09 

 
49,605 

 
425,864 

 
24.29 

 
49,502 

 
Mar-09 

 
49,502 

 
425,864 

 
27.55 

 
49,384 

 
Apr-09 

 
49,384 

 
425,864 

 
34.77 

 
49,236 

 
May-09 

 
49,236 

 
425,864 

 
23.67 

 
49,136 

 
Jun-09 

 
49,136 

 
425,864 

 
28.39 

 
49,015 

 
Source: HESLB Repayment Report2008/2009 
 
 
 

From table 4.4 above, it is evident that the percentage of collected loan due versus 

monthly targets is still very low. That is below 50% of the target. This is a very serious 

challenge that HESLB needs to look into urgently if the institution is to remain 

focused to achieving her vision of becoming a sustainable provider of loans to needy 

Tanzanian students for meeting the cost of Technical and Higher education. 
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It was further revealed that something must be done because little has really been 

collected.  While the amount outstanding and due for repayment is 51,669,278,184.30 

only 3,914,273,952.67 were collected at the close of May 2010. 

This represents only 7.6% of the amount due. HESLB staff faces several challenges in 

the collection process. The respondents were asked to name the various problems 

encountered in the loan collection process. One among the challenges faced in 

collection of the due loan is lack of a well developed database for loan beneficiaries 

(73%) as most of the procedures are still in manual form hence difficult to identify due 

loans. 

 

4.4 Strategic alternatives for improved performance 

The respondents were also asked about the ways they conceive could be used to 

improve loan collection process. Their views are summarized in the figure 4.9 below 

 

Figure 4.9: Strategic alternatives 

 

 
Source: Study Findings, (2014). 

 

The Figure 4.9 above shows the staff suggestion list on what needs to be done to improve on 

the loan collection process. The highest on the respondents‟ suggestion list include the 

introduction of the national identification system 64% which would help in the identification 

and follow-up of the beneficiary. Another suggestion was the automation of the database 

60% which is currently manual, followed by decentralization of loan repayment centres 51% 

to allow easy access and collection.  
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Interestingly, employment of more staff ranked lowest at 20% although the researcher 

thought it was one of the suggestions that could go a long way in improving the collection 

process to keep pace with the ever increasing number of applicants. 

 

4.4.1 Debt Collectors 

Since there has been as a pressure from government to increase loan collection ratio due to 

the fact  HESLB staff cannot cover the entire country. The work of debt collectors is simply 

to track beneficiaries whose loans are due for payment. The evaluation of performance of 

the debt collectors for the period of operation between. September 2008 and 31st August 

2009 is displayed in the below mentioned table 4.5. 

 

Table 4.5: Beneficiaries Traced by Debt Collectors 

Debt Collector 

 

Actual No ofLoan 

beneficiaries 

 

Target of No. of 

loan beneficiaries 

Loanbeneficiaries 

tracing in (%) 

Nakara Auction Mart 440 1,838 24 

Dodoma Universal Trading 208 836 25 

Majembe Auction Mart 37 
1,040 

4 

Yono Auction Mart 0 
572 

0 

Coast Auction Mart 0 
439 

0 

Total 685 4,725  

 

Source: HESLB Loan repayment and recovery section. 

 

It is undisputable fact that from the analysis‟s Table 4.5, generally the performance of debt 

collectors during the period under review was not all that impressive. Out of a target of 

4,725 loanees to be traced for example, without standing loans of Tzs. 3,534,835,200 only 

685 Loanees with outstanding loans of Tzs. 1,132,990,000 were traced by debt collectors as 

seen in table 4.5. Out of a target of Tzs. 425,864,049.00 to be collected during the same 

period Debt Collection agents collected only Tzs. 63,365,414.07 or 15% as shown in table 9 

above .The method of debt collectors faced a number of problems and challenges, as 

reviewed in the loan repayment and recovery report for 2008 / 2009:  Reluctance of some of 

the employers to cooperate with Debt Collectors in respect of furnishing them with 

information of HLI graduate employees and collection of payments. 
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Debt Collectors have not introduced themselves to the beneficiaries‟ employers and 

public at large. The cost involved in the operation of loan repayment is too high to be 

covered by debt collectors. The exercise of preparation of deduction schedules to the 

identified loanees is taking place at low pace the exercise of effecting payment of a 

commission to Debt Collectors is taking too long contrary to what has been stipulated 

in the contract. 

 

In view of the mitigation factors of the foregoing challenges, the following measures 

were proposed to be taken: Embark seriously in the creation of loan repayment 

awareness to the loanees, employers and public at large what will concurrently be 

done with the introduction of Debt collectors are to speed up the exercise of searching 

indebted graduate employees traced by debt collectors. Commission payment for Debt 

Collectors should be paid within 14 days from the date of submission as stipulated in 

the contract. Frequent communication between the Board and Debt Collectors should 

been hanced for loan repayment operations. 

 

Obtaining information of students admitted for postgraduate studies in Higher 

Learning Institutions: it has been noted that most  of  students  who  secure  admission  

for postgraduate  studies  in  Higher  Learning  Institutions  have  in  one  way  or  the  

other benefited from Higher education student‟s loans while undertaking their 

undergraduate studies. In this ground, the Board shall liaise with all Higher Learning 

Institutions to get information of their postgraduate students that will be relevant to the 

Board in tracing loan beneficiaries. Early Recovery of loans: the board has found it 

imperative to have the loans recovered within a relative short period of time than the 

actual planed repayment period. Intensify inspection for compliance and listing of 

beneficiaries one shall initially positively list all beneficiaries who have cleared their 

loans to increase their credit rating and in the same footing list negatively all those not 

repaying the loans. The board is still employing the self- collection method as 

mandated by the Act establishing it (Act no.9 of 2004). Though such institutions may 

possess comparative advantages in selecting students and targeting, their capacity for 

effective repayment, collection is less evident as argued by Ziderman (2004) this is the 

case with HESLB. 
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HESLB lacks the necessary infrastructure and human resources to effectively recover 

the loans due.   This is in addition to high costs of loan collection and recovery that are 

not transferred to borrowers. As are suit this may inhibit the ability of the institution in 

future to be sustainable. Other respondents also mentioned improvements  such  as  

increasing  of  the  public  awareness  (61%)  through  education  of parents, students 

and other stakeholders. Surprisingly, a few of the respondents 28% saw the need of 

periodic verification of the applicant information as necessary although the researcher 

thought verification of the information provided by the applicant as an important 

element for improving the allocation and granting of loans. 

 

4.4.2 Staff Improvements 

The figure 4.10 below shows the staff response on how to improve loan application and 

granting process. (30%) of the respondents believe the process can be improved by 

creating awareness  among  both  the  parents  and  students on  the  application  

procedures  and  the granting criteria which is very important for HESLB. 

 

Figure 4.10: Staff Suggestions 

 
Source: Study Findings, (2014). 
 

 

Other suggestions included the improvement and utilization of technology (28%) which 

is used in the application process and allocation, followed by the introduction of the 

nationalization identification (24%) having all the information to be used in mean-

testing process.  
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Other staff also suggested decentralization of centers (8%) where the applicants can 

submit their filled forms  in  their  respective  regions;  and  improvement  of  loan  

allocation  and  granting procedures (10%.) 

 

4.4.3 Service delivery improvement 

Students were asked to give suggestions they conceived could improve service delivery 

by HESLB. The figure below summarizes their responses. 

 
 

Figure 4.11: Service delivery improvements 

 
 

Source: Study Findings, (2014). 
 

 

From the Figure 4.11 above use of website/online communication to notify and post the 

results on the website is most though by the students as  possible  solution  to  efficient  

service delivery  (76%).This  would  help  students  to   easily  access  the  information  

other  than travelling all the way to HESLB offices which is costly and time consuming. 

The automation of the data bases (68%) and provision of the loan on time (68%) also 

received high response as the wish-list for service improvement. Computerized database 

management system could facilitate tracking and retrieval of information efficiently. 

Other suggestions included provision of loans on time by sending money to students on 

time and making follow up to Students who have applied for loans. Generally, the 

respondents wished HESLB could keenly focus on being efficient and effective in their 

service delivery.  
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The findings therefore point out that the service delivery of HESLB is still low pace and 

improvements are necessary in the areas of customer care; information flow, and 

transparency.  

 

4.4.4 Improvement for application procedures 

The students were also asked to suggest possible solution they perceive could improve 

the loan granting and application process. Figure 4.12 below illustrates the results  

 

Figure 4.12: Improvement for application procedure 

 
 

 

Source: Study Findings, (2014). 

 

From Figure 4.12 above it can be concluded that automating of the loan granting and 

application process could go a long way in improving the process. 80% of the 

respondents suggested automation, followed by online application (75%) which they 

conceived could lead to effective mean testing 68%. Interestingly, only 34% of the 

students suggested immediate feedback could add improvement of the system as the 

research believed immediate feedback was one of the important elements in the system. 

 

 

 

 

 

 

 



53 
 

CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

5.0 Introduction  

This chapter provides the summary of the research findings, conclusion and 

recommendations. The chapter is organized into the following sections; objectives of the 

study, methodology, design, and summary of findings from the empirical part, conclusion 

and recommendations. 

 

5.1 Summary 

This study aimed to investigate on factors affecting performance management of the 

students‟ loan using a case of higher education students‟ loans board (HESLB). 

Specifically, the study aimed: to assess the criteria used by HESLB in providing loans to 

students fulfil the objectives of its establishment; to assess the HELB‟s implementation 

and monitoring of loan process performance; to assess the factors that hinder effective 

performance of HESLB services and to recommend the strategic alternatives for effective 

loan management by HESLB.The research design adopted in this study was a cross 

sectional survey due to its ability to explain the prevailing conditions as perceived by the 

respondents and the studies are carried out once at a particular point in time, are present 

oriented and not repetitive in nature. Also the researcher has no control over the subject 

and it is possible to obtain information on variables in different contexts at the same time. 

It is a snapshot of an ongoing situation, provides external validity of the results so that 

the findings can be effectively generalized and allows the possibility to collect data from 

a sizeable population using standardized instruments and control over the research 

process.   

 

The population of the study involved HESLB personnel, students and staff in Higher 

Education Institutions (from IFM, CBE, IMTU, DUCE and UDSM main campus. 

Judgemental/purposive and simple random sampling techniques were used to get a 

representative sample. The sample size of 300 respondents was used. Data were collected 

from both primary and secondary sources using questionnaires, interview, observation 

and documentary review. Collected data were carefully checked and edited to ensure 

completeness accuracy, clarity and uniformity and finally analyzed using SPSS. 
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5.2 Conclusion 

5.2.1 Loan Granting Criteria 

The study found that the mechanism used to identify needy Tanzanian students is 

technically called Means Test. The findings of the study reveal that the mechanism used 

to identify needy Tanzanian students is not satisfactory. The criteria for identifying and 

granting is associated with the following major challenges which include-  ineffective 

mean testing,  poor data management and bureaucracy,  lack of public awareness,  poor 

of two way information flow. Other challenges include gender imbalance and multiple 

allocations. These challenges inhibit the attainment of the goals the student loan scheme 

was set for. The researcher attributes this to failure of making a clear definition of 

objective.  HESLB and other stakeholders need to address this issue urgently if the 

mission and vision of the loan scheme is to be achieved. 

 

5.2.2 Impact of Loan on Enrolment 

The study found that the expansion in enrolment of students in Higher Education 

Institutions is mainly attributed to the establishment of the Higher Education Students 

Loans Board which commenced operations in July, 2005.Since its inception, the number 

of students in higher education has tremendously increased. In 2009 for example, the 

percentage of students accessing loan was 69% which is a significant justification of the 

role of loan fund in improving enrolment in higher learning institutions; However the 

students‟ loans fund is not enough to cover all eligible applicants. Other factors 

contributing to enrolment were assumed to be constant in this study. The researcher 

therefore concludes that the students‟ loans fund has a positive impact on enrolment. 

 

5.2.3 Service Efficiency   

The findings reveal that the services offered by HESLB to stakeholders were not 

satisfactory. The major issues include information flow among stakeholders, 

inconsistence in guidelines and criteria. Efficient service delivery is paramount to the 

success of any students‟ loan scheme. It has an implication on the stakeholders 

perception of the whole students loan scheme thus implication on loan recovery and 

collection. Suggested solutions include- improve transparency, automation of databases, 

improve customer care, provide loans on time, use consistent awarding criteria and use 

of online application. 
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5.2.4 Administration Challenges 

The findings reveal that HESLB loan scheme is facing various challenges in 

administering it. The major challenges identified were low pace of loan repayment due 

to lack of co operation between loan beneficiaries and employers, lack of national 

identification, constraints, infrastructure and information management. The study 

concludes that the major challenges emanate from external as well as external factors. 

For example the attitude of parents and students towards repayment reflects a culture 

values embedded in a society that mismatch of loan demand that reflects the economic 

and political situation of the country 

 

5.2.5 Collection and Recovery 

The use of self-collection method of loan collection and recovery. While this method 

has proved successful in countries like Hong Kong, it has not yielded good results in 

case of HESLB. The researcher attributes this to internal factors and country conditions 

that mismatch with the intention of making loan scheme sustainable. HESLB has 

inadequate human recourses and low expertise in addition to high administration costs 

which are not transferable to the loan beneficiaries. This has contributed to low loan 

collection ratio. Factors such as lack of national identification system, political 

influence, attitude of parents and students are responsible for low collection ratio. 

Therefore the study concludes that the success of the method of loan collection and 

recovery will not only depend on the institution responsible for loan collection and 

recovery but also on country condition therefore it‟s a national policy issue. 

Use of online application. Efficient service delivery is paramount to the success of any 

students‟ loan scheme. Efficient service delivery has an implication on the stakeholders 

perception of the whole students loan scheme thus implication on loan recovery and 

collection. 

 

5.2.6 Lending Challenges 

According to Johnstone (2002), factors which lead to the failure of loan schemes in many 

countries in the world include: the underlying extremely high per student cost of higher 

education at the university and particularly relative to the underlying per capital income 

of less industrialized or developing countries, exacerbated by pressures to greatly expand 

these already costly enrolments. Another factor is the high rates of unemployment and 
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low paying jobs in some countries, among higher education graduates, making loan 

payments difficult (even with an otherwise well conceived and well administered loan 

program). 

 

5.3 Recommendations 

In view of improving performance in tracing loan beneficiaries and collection of loans, 

the Board revised its strategies for tracing loan beneficiaries whose loans were due for 

repayment and ensured that all loans issued were repaid accordingly. The revised 

strategies were as follows:- Enhancement of public awareness in respect of loan 

repayment: the Board would continue with advertising, promotions and publicity as 

have proved to have positive impact on public mind-set towards loan repayment. In 

addition to the conventional approach of sensitizing programmes to loanees, employers 

and the public at large through TVs, Radio, Newspapers, promotional materials and 

physical follow ups; loan repayment notice would be flushed in the form of “screen” 

scrolls during the televised  mass attracting programs such as UEFA cup football 

matches, Original Comedy etc. 

 

A “sweeping” approach should be adopted in all employing institutions within the pre-

determined localities with a view of tracking down their loan beneficiary employees. 

Sweeping approach shall also be used to trace self-employed beneficiaries where by the 

Village executive Officers (VEO) shall be contacted to provide vital information of 

graduates residing or working in their respective wards. Publishing names of none 

complying employers: the board will publish names of employers who do not comply 

with the requirement of disclosing information of their graduate employees to the board 

and those who do not remit to the Board loan repayments for their loan beneficiary 

employees. Legal measures shall be instituted against all those who will remain defiant. 

 

Publishing names of untraced Loan Beneficiaries: the Board should publicize all 

untraced loan beneficiaries whose loans are due for repayment in the print media and 

upload them into HESLB website requiring them to liaise with the Board for 

arrangement of repayment of the loaned moneys. By this way all employers will be 

required to go through the published list and notify the Board, should they have any one 

listed in their employment for identifying their employees who are indebted? 
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Concentrating on high employing sectors when tracing beneficiaries: according to the 

existing records of loan beneficiaries who are currently repaying their loans, the 

government sector followed by the education sector lead in terms of numbers of 

beneficiaries who repay their loans. The Loan Repayment division will thus put much 

emphasis in these sectors when tracing loan beneficiaries. Based on the findings and 

conclusion of the study a researcher comes out with following recommendations. This 

specifies the findings and suggests the steps to be taken to make the loan scheme 

sustainable as it stated in the vision of HESLB.  

 

The Government which is a policy maker and HESLB an implementer of the policy, it 

should put more effort in attending the challenges facing the loan scheme which are 

associated with the low pace recovery and mismatch of fund and students enrolled in the 

Higher Education Institutions. Failure to work on those two big challenges, the 

sustainability of the scheme which aims at efficient provision of loans to needy Tanzania 

students will not be achievable. 

 

It is therefore recommended that; the criteria for identifying and granting loans to needy 

students should be redesigned to consider other qualitative factors to eliminate 

discrimination and the need to achieve equity. The HESLB and policy makers should 

clearly define the objective of the students‟ loan scheme. This will streamline the criteria 

for identifying and granting loan to right recipient. Introduction of National 

identification system should be made priority by the URT. This will solve a number of 

problems facing HESLB in terms of recipient identification, granting, loan collection 

and recovery and general administration so as to achieve good performance in managing 

the students loans. 

 

HESLB and policy maker should look into alternative sources of finance to make the 

scheme finance viable. Due to the demand of loanable fund as a result of increased level 

of enrolment, with low level of recoveries, there has been a persistent budget constraint 

facing the scheme. It‟s high time the government looks into other sources like bank 

loans while the government provides guarantee. It is recommended that to improve the 

level of efficiency service delivery, HESLB should improve information flow, customer 

care, ICT facilities, transparency and inconsistence guidelines and criteria.  
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This can be achieved by increasing budget allocation and make it a priority. 

 

It is recommended that extensive publicity campaigns should be promoted with an aim 

of changing the mind-set of the public about cost sharing. Worldwide there has been 

resistance to cost sharing as there is pervasive belief that education is a public good. 

Public awareness is perceived to be long-term strategy that will solve various problems 

facing the scheme starting from identification, granting, administering and collection of 

the loans. To improve loan collections and recoveries it is recommended that in the 

long-term the national identification system will ease tracking of beneficiaries. In the 

short run HESLB should consider implementing a computerized data base management 

system for easy tracking of beneficiaries. 

 

Decentralization of loan repayment and recovery should be implemented. Hong Kong 

being a small country facilitated easy collection and recovery of loans. Tanzania being a 

very big country has contributed to in effective administration of loan collection. 

Establishment of strategic partnership with other National boards like NSSF, TRA, PPF, 

PSPF and LAPF should be encouraged to assist HESLB in loan collection and recovery. 

 

In any case, very many potentially talented students are likely to be left out – to the 

detriment of the society, the economy and the cause of opportunity and social justice. 

If students‟ loans are to be part of a comprehensive package of cost sharing, the loans 

should be provided in sufficient amounts to cover tuition fees plus some percentage (say 

80%) of a minimal cost of student living – less any grant and any expected parental 

contribution. The goal is to provide sufficient lending to permit higher educational 

participation without lessening a reasonable expected parental contribution. The 

repayment obligation should be spread over just enough time for the monthly payments 

to be manageable. Benchmarks should be established as to what constitutes „manageable‟ 

loan repayment, but something like a maximum of 10–15% of earnings might be 

considered for a start.  

The fixed schedule of repayments may be graduated to increase over time at the option of 

the borrower. If the loan form is a fixed-schedule, that is, not income contingent, the 

scheduled repayment should be automatically deferrable in the event of unemployment, 

prolonged illness or loss of work, maternity and other such demonstrated criteria. 



59 
 

Borrowers so needing repayment deferment should be placed on an extended repayment 

period and the monthly repayment lowered. Provision should be made to forgive the 

remaining indebtedness of a borrower after some period of extension beyond the 

originally scheduled repayment period if he or she is still unable to repay the initial debt 

at the required rate of interest. Thus, low earners will pay for most of the life of the loan 

more-or-less income contingently. 

 

Students‟ loans will always be expensive, and a program should not be launched in a 

mistaken notion that it will ever become self-funded, that is, with repayments sufficient 

to finance all new lending. In fact, all student loan programmes that are generally 

available are costly to the government. These costs include: the cost of necessary 

guarantee to cover the inherently high risk of default; the cost of subsidization to bring 

the effective interest rate down below, say, the prevailing rate of consumer debt 

generally, or near the government‟s own borrowing rate; the cost of administration, 

including cost of Means–Testing, origination and collection; and the cost of any debt 

forgiveness, whether such debts are given to encourage academic success or post 

graduation behavior, or to reflect low life time earnings or the failure of the higher 

education to „pay off‟ sufficiently to repay the indebtedness without undue burden.  

 

It is imperative to minimize costs, consistent with the policy objective of the student loan 

programme, as they can be very large and as excessive costs of student lending carry 

implicit opportunity cost in the forms of, for example, the larger number of loans or some 

number of grants that might have been possible for the same amount of tax payer 

subsidization with more cost effective students loan programme. The three costs that 

many students loan programmes can almost certainly lessen without compromising the 

goals of the programme are: reducing the base rate interest subsidization to a range closer 

to the government own borrowing costs; minimizing servicing and collection costs with 

good practices (possibly through privatization of this portion of students lending); and 

minimizing default by assuring that the initial loan is viewed by the student borrower as a 

real obligation, by requiring some form of a repayment plan to be agreed upon prior to 

graduation, by engaging in good collection practices, and possibly requiring or 

encouraging repayments to be made through employer deduction at the time of wage or 

salary payments. 
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The risk of default should be shared between the government and, if necessary to lessen 

the government financial exposure, co-signatories. Co-signatory requirements, however, 

may need to be limited to moral persuasion and loss of credit reputation so as to avoid 

losing those parents – and thus losing their children from those able to borrow – that may 

have no assets to pledge as well as parents who will be reluctant to divulge their full 

assets. The origination of the loans should be vested in the governmental agency, with 

servicing and contracting possibly contracted out to a bank or any other private entity. 

Universities and other higher learning institutions should also be involved and 

committed, with responsibilities for means testing and mandatory repayment. 

 

5.3.1 Areas for future research 

Based on the findings of this study, it is recommended that the following areas for 

further research. This study was predominantly qualitative in nature; further research 

can be carried out to establish the impact of loan fund on enrolment quantitatively. 

Further research can also be done on comparative study methods of loan collection and 

recovery across the globe an investigation of the alternative sources of financing higher 

education in Tanzania should be looked into.  
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APPENDICES 

 

APPENDIX  I: INTRODUCTION LETTER 

 

This questionnaire is meant to collect your opinion which will enable the researcher to 

evaluate factors affecting good performance of issuing the students’ loans: The research 

will be under supervision of the University of Mzumbe, and it is purely for academic 

purposes and in no circumstances should it be viewed otherwise. All information given 

and views expressed shall be treated with maximum confidential. It is expected that the 

findings of the study will be useful to the academicians and the public at large. Your 

cooperation by filling in this questionnaire promptly is kindly requested 

 

Sincerely Thanks 

 

Mwinyi Dunia 

Mob: 0755902971 

Email: duniamwinyi@gmail.com 
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APPENDIX  II: THE QUESTIONNAIRE FOR CURRENT STUDENTS OF 

ACCREDITED HIGHER LEARNING INSTITUTIONS 

 

Please answer the following questions as honestly as possible. 

 

1. In what year of study are you?   

 

Which programme are you enrolled to pursue?..................................................................... 

 

 

3. Are you in favour of Loans granted by the Higher Education Students Loans 
Board? 

 

 

 

 

4. Are you aware that you will have to repay the loan upon completion of your 
studies? 

 

 

 

5. Are you informed that the loan is meant to be a revolving fund? 

 

 

 

6. Are you willing to repay the loan upon completion of your studies? 

 

 

I     II     III   IV    

Yes                       No 

Yes                       No 

Yes                       No 

Yes                       No 
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7. Are you aware of how the loan will be repaid?  
 

 

 

8. Do loans granted by the Higher Education Students Loans Board meet targeted 

objectives? 

  

 

9. In your opinion, what strategies should HESLB employ to ensure that loans are 
recovered? 

..............................................................................................................................................

..............................................................................................................................................

..............................................................................................................................................

...... 

1. How effective do you consider HESLB services? 
 

Level of effectiveness Tick the most appropriate box 

Very effective  

Effective  

Satisfactory  

Poor  

 

11. Why do you consider HESLB services in the category you ticked above? (Give   

reasons) 

..............................................................................................................................................

..............................................................................................................................................

.... 

 

2. How effective is the mechanism used by HESLB to identify needy Tanzanian 
students 

 

Yes                       No 

Yes                       No 
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Categories Tick the appropriate category 

Very effective  

Effective  

Satisfactory  

Poor  

  

13. In your view, what should be done to improve the mechanism used to identify 

needy students?.................................................................................................................. 

………………………………………………………………………………… 

14. How effective do you consider HESLB Guidelines and Criteria for Granting 
Loans in the academic year 2012/2013? 

 

Level of effectiveness Tick the most appropriate box 

Very effective  

Effective  

Satisfactory  

Poor  

 

15. Give reasons for your response in question no.14 above 
…………………………………………………………………………………
…………………………………………………………………………………
…………………………………………………………………………………
…………………………………………………………………………………
………………………… 

 

 

 

Thanks a lot for sparing your valuable time to fill this questionnaire 
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APPENDIX  III: THE QUESTIONNAIRE FOR STAFF OF THE HIGHER 

EDUCATION STUDENTS LOANS BOARD (HESLB) 

Please answer the following questions as honestly as possible. 

1. In which Department are you working?  

…………………………………………………………………………………………

…………………………………………………………………………………………. 

2. What is your designation?........................................................................................... 

3. Do loans granted by the Higher Education Students Loans Board meet targeted 

objective?  

Yes No 

  

 

4. Give reasons for your response in question number 3 above 

……………………………………………………………………………………

…………………………………………………………………………………… 

5. How effective do you consider HESLB services? 

Level of effectiveness Tick the most appropriate box 

Very effective  

Effective  

Satisfactory  

poor  

 

6. Why do you consider HESLB services in the category you ticked above? (Give   

reasons)………………………………………………………………………………… 

.............................................................................................................................................. 

7. How effective is the mechanism used by HESLB to identify needy Tanzanian 

students 
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Categories Tick the appropriate category 

Very effective  

Effective  

Satisfactory  

poor  

Segregative  

 

8. Give reason for your response in question number 7 above 

……………………………………………………………………………

………………………………………………………………………… 

9. In your view, what should be done to improve the mechanism used to identify 

needy 

students?..............................................................................................................................

.............................................................................................................................................. 

10. Is HESLB employing enough efforts to recover loans granted to beneficiaries 

since 1994? 

Yes No 

  

 

11. In your opinion, what strategies should HESLB employ to ensure that loans are 

effectively recovered? 

..............................................................................................................................................

............................................................................................................................................. 

 

 

Thanks a lot for sparing your valuable time to fill this questionnaire 

 


