Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) J'—,i,!
Vol.4, No.9, 2014 IIS E

Financing of Higher Education: an evolution of Cost Sharing
approach in Tanzania
Yuda Julius Chatama

Mzumbe University — Dar Es Salaam Campus Colleg®. Box 20266 Dar Es Salaam, Tanzania
E-mail of the authorchatyu77 @yahoo.co.uk

Abstract

Higher education has more private than public retuiNational Higher Education Policy, 1999). Witkist
argument, it is rational for each beneficiary ty fpar its costs. To the contrary, students and miaran Tanzania
believe that financing of Higher Education usedé is and has to remain the state responsibéilly,(2009).
Although their stance might have emanated from pgg\and socialist mindset; it is supported by sahglwork.
For example; Bruce Johnstone (2004) as well asnk@al@harafeddine (2006) argues that, replacing putith
private financing in developing countries is wrobgcause of the nature of services rendered by highe
education and the state responsibility to provitese services as to promote sustainable developkvihttwo
antagonistic arguments, there are three questiinst; is it feasible to leave financing of higheducation
entirely with the government alone owing to bureaag and competing priorities on its insufficienidget?
Second, is it feasible to leave financing of highducation entirely with beneficiaries whom puldfiterest may
not be their priority? And third, what has been ghactice with regard to financing of higher edimat This
paper aims at answering these questions by pray@inunderstanding of frameworks which have beed s
finance higher education in Tanzania from coloeia to date. It specifically highlights drawbacKse cost
sharing scheme which was officially adopted in 1884 managed by the Ministry of Science Technology
Higher Education. And finally, it point out suceeand challenges faced by the current cost shaghgme
which was established in 2004 and managed by Higtlecation Students Loan Board (HESLB).
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1. Introduction

Education is the process by which an individualuiiess knowledge and skills necessary for apprexagind
adapting to the environment and to the ever-changatial, political, and economic conditions of Hueiety. It
is regarded as the key to human development amdsftiie backbone of any national development (Edutat
and training Policy, 1995). Higher education on tiker hand, refers to the scope of knowledge &iits s
imparted within the tertiary level of education.98d on Higher Education Policy (1999), there are ¢t¥early
distinct levels of training institutions in higheducation provision, namely; the University whishtlie highest
level of institutions dedicated to professional amellectual development of mankind and societgémeral as
well as the non-University professional trainingtitutions which are devoted to human resource |dpueent
for the middle and intermediate level of the ocdigueal structure of society.

The goal of any educational system is to providel@relop a balanced individual capable of survivimdnis
environment and contributing meaningfully towardse tsurvival of the society to which he belongs
(Onyenemezu, 2012). Different scholars have shdwahhigher education is of particular importanceational
development in Tanzania as it is elsewhere in thedyFor example; Akinleye (2002) assessed tHebgtween
indigenous knowledge systems and sustainable dawelot and concluded that, knowledge and skills eghin
through teaching, learning, research and consuyitgnovided by higher learning institutions is neszy in
developing appropriate human resources for buildingial, economic and political organizations aiagryc
forward national development.

Being one of the least developed countries; the ashgifor education in general and higher education i
particular has always been high. Policy documelds aupports increased demand for higher education,
example; the National Higher education Policy (19@%ued by the Ministry of Science Technology &figher
Education of Tanzania reveals that, there has stlidébeen rapid change in the world of Science and
Technology which necessitates higher educatiorrdwigle answers to such aspects as; the need foratiped
skills, the need for new emerging areas of Sciemu# Technology such as Biotechnology, Environmental
Science, Genetic engineering, micro-electronics iafokmatics, the need for entrepreneurship, thednfr
globalization and international competitiveness theed for social democracy and good governanee, th
increased social demand for higher education, dkagethe need for sustainability of higher edumatand
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resources allocation.

Since the demand for education in general and higbecation in particular has been increasing [edrad
changes within the economic and social dimensions,is tempted to believe that there has always hewlid
plan to facilitate a good proportion of studentsatyjuire education to such higher level. To thetreoyn
enrolment of students in higher education sectar iegen very low. According to both the Review ofliir
Education System and the National Higher Educdgolicy (1999), the gross enrolment ratio has resiat
around 1%. Furthermore, despite being the biggesize and higher population, Tanzania had fewghéri
education students compared to other East Africaimtries. While Uganda had 92,605 as per Ugandaduof
Statistics (2008), and Kenya 101,000 as per Ecan@uivey report (2008), Tanzania had only 55,6&jhdri
education students in 2008 as per Higher Educ&iodents Loan Board strategic plan (2008-2011).

Low enrolment can be explained by lack of prepagedrto finance higher education on part of parants
guardians as well as lack of financial resourdeshéuld be noted that, due to both poverty anéhistmindset
at individual and national level, students in higlearning institutions in Tanzania has been hgadépendent
on government to finance their higher educatiodistias most parents and guardians were not pcefaréat.
There are two school of thoughts which attemptqalan students dependency, first; financing higbducation
has to remain the state responsibility and secbndncing higher education should not be left tveayoment
alone, but should be shared with other stakeholoetause it is too important to leave it entiréthier with the
state bureaucracy or with those stakeholders famwvpublic interest may not be the priority.

Fahima Charafeddine (2006) argues that, those whpast replacing public financing as a whole witiivate

financing are unaware of the nature of the serveselered by the education and the state respatsitul

provide this service. They forget that higher edioca in particular is the source of developmenti@veloping
countries. The arguments brought forward by Brua®ngdtone (2004) reflects the same idea with antiaddl

remark that, following the nature and the risk agged financing higher education through studéass due
to absence of collateral that can be recovereldarevent of non-repayment, increasing likelihoodefult and
cost of collection. Such a risk calls for eithewgmment guarantee or government itself beingehddr. That is
to say government should institute and managest@sing process in higher education sector.

The framework and motives which lead to cost slgaiin financing higher education differs greatly amgo
countries. In Kenya for example; the first initiegiwas started way back in 1963 when studentsestaetting
bursaries and grants. By 1974, however the demasdse high that the government introduced the Usitye
Student Loan Scheme, managed by the ministry otathn. The beneficiaries were the students pugsuin
higher education in east African Universities. Tharas no recovery due to lack of legal framewaotkvds in
1995 that the government established the Highec#&thn Loan Board (HELB) with mandate to disbunseds
and recover the loans. On the other hand; in Ugacmit sharing came into being due to harsh sociaeuic
and political conditions prevailing in 1970’s anéi8D’s. There was no cabinet paper nor was thegmaglnt to
declare that time ripe for cost sharing. In 199%kktere decided on its own to start charging feggrivate
students so as to reduce dependence on govermaasitity, and diversify its financial base.

2. Financing Higher Education and the evolution of Cost sharing concept in Tanzania

Cost sharing means the shift of at least part loofahigher education costs from Government to fieiaies
including parents, students and communities (HESeBding manual, 2007). This term has also beemelf
differently be other scholars. For example; Bruobn¥tone (2004), define it as the world wide phesmoom in
which the burden of costs of higher education iftesh from exclusive or near exclusive of indepamcke of the
government / or Tax payer to some reliance on #drergs and or students, to cover the living cobsumlents.
Ishengoma (2004) defines it as the process ofisfiftart of the burden for financing higher edumataway
from the state and into students and families.tRerpurpose of this paper cost sharing is taketh@smount
spent by the government to finance higher educatibich has to be re-paid by the beneficiary eittieectly
through salary deduction or indirectly through wogk with the government under specified contractual
arrangement which has a re-payment feature.

The United Republic of Tanzania, which in this pajsereffered to as Tanzania, is one among fiventes
within the East African great lakes region; othkesng Kenya, Uganda, Burundi and Rwanda. Tanzaaia w
formed on 28 April, 1964 as a result of the Union between twaumtries, Tanganyika and Zanzibar.
Tanganyika got her independence and became a Spvétate on 9 December, 1961 and a Republic in 1962,
while Zanzibar got her independence and becamevar&gn State in December, 1963 and the People’s
Republic after the Revolution of ¥2anuary, 1964. Although there is a good proportibpeople who believe

87



Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) J'—,i,!
Vol.4, No.9, 2014 IIS E

that financing of higher education in Tanzania utsebe, is and will remain the state responsihilibe country
has a long history of cost sharing in higher edaooaflshengoma, 2004). The evolution of Higher edian
financing frameworks shows six distinct stages.hEatthese stages indicates the presence of ashasing
feature in financing of higher education as highiégl below.

2.1 Colonial period to early years of independer{@é850’s - 1964)

In Tanzania, cost sharing was started way bacl%® vhen bursaries were given to poor studentssistathem
to pay for their studies. During this period, witifees in higher education applied to all studeagmrdless of
socioeconomic class or race and the colonial gowent provided bursaries to students who could fiotdato

pay for higher education. According to Ishengon0@), the responsibility of determining studentowtere in
need of the bursaries was entrusted to local aitit®rSo bursaries reached beneficiaries throtghlacal

authorities and they were recovered in full fronstpgraduation salaries which was again coordinbtetbcal

authorities. This set up reveals that, financindpigher education was neither the responsibilitgabnial rule
nor the local authorities. It is not clear why adgroportion of Tanzanians believe otherwise.

2.2 The National Services Scheme (1964 - 1974)

After independence the government abolished cdlorigt sharing mode and introduced bursary system.
Theoretically there was no cost sharing but “buiddihe nation”. Through building the nation philphgy, it was
compulsory for all graduates of higher learningitotions to attend six months National servicenirag and on
completion they were guaranteed employment. Intieige$eature of building the nation philosophy wast,
graduates were not paid for the six months hardkwbibuilding the nation. Furthermore, these graesavere
paid only 40% of normal pay for 18 months aftemigeemployed. So in practice the six months hardkvemd

the 60% out of salary for 18 months was intendetttmver Government loan (bursary) which the stuties
benefited from their study (Ishengoma 2004).

2.3 Musoma Resolution Scheme (1974 - 1988)

In 1974 the government abolished the bursary systedhtook all the responsibilities of paying thestsoof
higher education. During this period the previdos National Service was extended to 12 months. tiuhdil
feature of this arrangement was that, all entrahtigher learning institutions were required torkvéor at least
two years after high school before joining highearhing. The government started paying tuition;feaslents
travel costs; off pocket allowances; students uci@mtribution, caution money as well as other higdcation
allowances and students started signing contracivdtk with the government for at least five yeams o
graduation before they could be released to waskvethere. For sure this is how they paid the cdstsgher
education (Ishengoma 2004).

2.4 Cost Sharing Policy Phase | (1988 - 1994)

In late 1970’s and 1980's Tanzania faced a majonewic crisis resulted by Idd Amin War 1978-1979 éts
aftermaths. This lead to falling government reveane the government had to re-think its policy tolgehigher
education financing. In 1988 Tanzania through disicet endorsed cost sharing policy as the wagnpyave its
suffocating budget (NHEP 1999). In January 1992z&@aia made its formal enouncement of the cost shari
policy. In phase (1) which became operational i®2/2993 academic year, students were required ydrpan
their own sources such items like; their own tramsgosts from their places of domiciles to theispective
higher education institutions, money for coveringdkage and loss of institutions properties (cautimney),
registration fees, application fees, student urdad entry examination fees. It should be noted, timeat two
consecutive academic years 1992/93 and 1993/94ikeaa transitional period; although the governmeas
yet to produce a statement on how to provide assistto the needy students who fail to pay forghtesns; it
stopped paying directly to the University the suhmoney related to identified items. This phase wasaged
by the Ministry of Science Technology and Higheu&ation (MSTHE, 2004).

2.5 Cost Sharing Policy Phase Il (1994 - 2004)

This framework became operational in 1994/95 acédemar. During this period in addition to all whic
students had to pay in phase (I), students wenegirestjto pay for food and accommodation and oypaifket
allowances. The government observed the fact tbagalh students could afford the required costg)ceethe
government introduced the student’'s loan schemeugir which eligible needy students could borrow the
required amount to cover meals and accommodatitie. dmount was given through interest free income
contingent loans guaranteed by the governmentveryestudent admitted in public higher learningitngons
under its sponsorship. During this period an oupaofket allowance paid to every student under govent
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sponsorship in public higher education institutieves also eliminated. This phase was managed bistirof
Science Technology and Higher Education (MSTHE 4200

2.6 Cost Sharing Policy Phase IIl (2004 to date)

This phase was graced by establishment of Highecc&ibn Students Loan Board (HESLB). The Board was
established under the Act of Parliament No. 9 dd4&@s amended by Act No. 9 of 2007 CAP 178. It was
inaugurated by Hon. Minister for Higher Educatidd¢ience and Technology on 30th March 2005 and
commenced its operations in July 2005 (HESLB sfjiatplan 2008-2011). Among other things the Boaad h
been entrusted by the Government with the respiibsito disseminate loans to Tanzanian students ate
eligible and needy as defined by the Act No. 9 @4 It was also entrusted to collect repaymentafbloans
issued to beneficiaries since 1994 so as to makescheme successful and sustainable (HESLB strapdayn
2008 — 2011).

3. Rationale for establishment of Higher Education Sudents L oan Board

Following the endorsement of cost sharing policythy cabinet in 1988 and its formal announcemenogR;
from 1992/93 academic year, students enrolledghdri learning institutions were required to paytfair own
transport costs, caution money, registration fapplication fees, student union fees and examinaiury fees
(MSTHE, 2004). But it was learnt that, due to péyend socialistic mindset; parents and guardiagsewot in
position to participate in cost sharing. Owing tee tsensitivity of the matter, in 1994 the Governimen
institutionalized students’ loan scheme so as $tsathe needy students. Statistics shows that, laaging from
1.7 billions in 1994/95 to 9.9 billions in 2004/0&s provided to students in ten consecutive yddES(B
Loan Repayment reports 2009). However, the schaifexlfto recover loaned funds from beneficiariesthe
entire period of ten years. Hence there was a te@uroduce a legally protected students’ loanesa which
will facilitate recovery of loan from beneficiaries

On the other hand, the students’ loan scheme wastimlents who were enrolled in public higher |&zgn
institution. As years pass by, there was a growiiticism as to why the loan scheme is for student®lled in
public Higher Learning Institutions only. Criticegaied that, since the loan scheme was being firhbgeublic
funds derived from Tax and other statutory paymeans because parents and guardians of studertifeenin

private higher learning institutions are liable fiiax and other statutory payments the same wayeen{s and
guardians of students who are enrolled in publghér learning institutions, then there has beenmeasons
whatsoever for the scheme to provide loan to stisdenrolled in public higher learning institutioosly. From
that, stand point, there was a need to reformdha scheme for the purpose of establishing egnifyrovision
of loan.

Furthermore, the percentage share of educationrseatiget allocated to higher education betweer/B#and
2004/05 was declining. Statistics shows that in4188 when the loan scheme was institutionalized the
percentage of total education budget allocatedigben education sector was 24% while that of 20D4i@s
16.7% (Public Expenditure Review, 1994/95 to 208%/0n other words, there was a growing under-fugaf
higher education which undermined the governmentenaf improving access and quality of higher ediocat

in the country. The growing under-funding was lyagexplained by failure of the government to ratibire its
level of contribution to higher education due tokaf legal framework which would ensure that lodfiends
were recovered. Hence there was a need to cometbdoan scheme which facilitates improved access a
quality of higher education.

Also in the past, there were no private higherrigsy institutions in the country. But it becamedaiit that, the
number of private higher learning institutions vgaswing, and it was in the government interestaidilitate the
growth of such institutions by enhancing their ément through provision of loan to students enwbiie such
Institutions. However, the students’ loan scheméckhvas for students who were enrolled in publighleirr

learning institution only was not facilitating thehievement of government objective. As pointedeautier, the
socialistic mindset coupled with poverty among ptseand guardians diminished their preparednepsydor

costs of higher education. Hence there was a neeghaing up with a loan scheme that will enablevision of

loan to needy students in a way that improves aciebligher Education, thereby facilitating grovathprivate

Higher Learning Institutions.

4. Higher Education Students L oan Board and its Operations

As pointed out earlier, Higher Education Studentarn. Board (HESLB) was established under the Act of
Parliament No. 9 of 2004 as amended by Act No. 206f7 CAP 178 and commenced its operations inZQ0b
(HESLB strategic plan 2008-2011). Its aim was toparly manage students’ loan scheme which wasestant
1994 (National Higher Education Policy, 1999). TBeard has been entrusted by the Government with the
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responsibility to disseminate loans to students afgoeligible and needy as defined by the Act Nof 2004. It
was also entrusted to collect repayment for alh$osssued to students since 1994 so as to makscti@mnme
successful and sustainable in a way that impragesffiectiveness and efficiency in provision ofdeao needy
students (HESLB strategic plan 2008 — 2011).

In the first year of its operations the criteria §panting loan were not yet developed. At minimalnstudents
admitted in any accredited higher learning ingtitut(public or private) within the country and tleogursuing
their undergraduate studies outside the countryemudateral agreement were eligible for the lokiigher
Education Students Loan Board (HESLB) collectedrimiation about these students for the purpose dfing
out the possibility of providing them with necessévans based on the financial capacity of the BoAs the
matter of fact, the funds allocated by the Boardirtance Higher Education through provision of losere far
less compared to the actual need of the studeht.i3 to say, some students were paid part by HE® loan
and were required to pay the remaining balance. Mamable items included; tuition fees, meal and
accommodation, books and stationary, special facidtjuirement, field practical experience and redea
expenses.

Students who pursued their studies within the agunere paid 100% loan for all loanable items aodthose
who pursued their studies under bilateral agreemveng given 3,000,000. Quantitatively, during tinstfyear of
HESLB operations students who pursued their studitsn the country under the sponsorship of HESt#&e
paid TZS 2,500 per day to cover meal and accomrmdand 120,000 and 500,000 to cover books and
stationary for undergraduate and postgraduate c@gply. This resulted into mismatch between theoant
allocated for that year as pay out and the amoertied to be provided to students as loan. Followhis
mismatch the Board decided to suspend the spongdesfresh postgraduate students.

In the second year of HESLB operations; the ye@62W/, the Board continued with provision of loaing the
same generalized criteria. So at minimum all sttsledmitted in any accredited higher learning fostin
(public or private) within the country and thoseaquing their undergraduate studies outside the tcpumder
bilateral agreement were eligible for the loan.&hen statistics, students pursuing their undetgr@dstudies
within the country were paid 100% loan for meal aedommodation 3,500 per day and 120,000 for baakls
stationery. The rest of the loanable items werd pabo of the specified amount as stipulated bycttre of fee
and other cost issued by their respective institigti This amount 60% was paid to all students tdgss of their
socioeconomic background. Because of that, theme welot of complaints over income inequality among
students. Considering such complaints, the Boaddtdavork out on the criteria which would take irtocount
the income inequality among loan applicants so thase who are able to pay should not be grantecgdime
amount of loan as orphans or those with permanisabiity or those with genuine reason for low fical
capacity and hence inability to finance their stégdiThe Board came out with new criteria for altogastudents
loans which was called Means Testing.

Means Testing is the system of determining the eyeege of loan to be awarded to students depermudirthe
socioeconomic status of students, parent or guauaid the maximum loan amount allowable for eaah item.
Means testing refers to the measure of studentsaic ability to share costs of higher educationthe
context of Higher Education Students’ Loan, Meassting as defined by HESLB lending Manual 2007reete
assessment of the applicants’ ability to rais@apart of funds to finance tuition fees, field grdctical training
as well as special faculty requirements cost. Olieenable items given under the Act are not sulifeeheans
testing. In the context of HESLB the applicantdligbto raise all or part of the education cogtderived from
assessing the following factors; Educational levalgarents / guardians; Occupation of parentstdjaas;
owned assets of parents/ guardians; as well astgaiguardians standard of living (guidance antkgé for
insurance of loans 2008)

Since 2007/08 to date students were loaned in eaésy and students, parents or guardians werdregqto
contribute the difference and it is the practicatthmount of loan to be awarded to each individuatlent
depends on means testing results as well as theszbupper limit for each item provided to studess loan.
For example; in 2007/08 the upper limit for tuitibee for student enrolled in undergraduate studies
2.6Milion. During 2007/08 and 2008/09 Means testi@sults have been categorized as “A” (100%), ‘80%),
“C" (60%), “D” (40%), “E” (20%), and “F” (0%). Thais to say 100% means full loan and 0% means no doa
means tested items. On these two academic yeafs ar@haccommodation raised from 2,500 to 5,00Qpgr
field practical raised from 6,000 to 10,000 per;ddgok and stationery remained 120,000 per yeastiadents
enrolled in undergraduate studies; and the scope exéended to cover tutors and lecturers from publi
universities who wishes to pursue 2nd and 3rd degreany public university within the country (HESL

90



Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) J'—,i,!
Vol.4, No.9, 2014 IIS E

guideline and criteria for granting loan 2008/08he means testing results for 2007/08 and 2008/6& \as
presented by table 1&2 below.

Table 1. Means testing results for 2007/08 Acadefear

% Loanissued | % Contribution | No. Student loaned % in Category
Category A 100 ] 22,407 40.31%
Categorv B 30 20 15,266 34.66%
Category C a0 40 12,518 23.24%
Categorv D 40 el 926 1.67%
Categorv E 20 20 67 0.12%
Categorv F 0 100 0 0%
Total 55,584 100.009%%

Source: Loan Disbursement report 2008

Table 2. Means testing results for 2008/09 Acadefear

% Loanissued | % Contribution | No. Student loaned % in Category
Category A 100 0 3342 15.53%
Category B 30 20 29,647 36.60%
Category C 50 40 12,778 24.40%
Category D 40 a0 1538 254%
Categorv E 20 30 74 0.14%
Categorv F 0 100 0 0%
Total 52,379 100.00%

Source: Loan Disbursement report 2009

In 2009/10 academic year the means testing readte categorized as “A” (100%), “B” (90%), “C” (80%
“D” (70%), “E” (60%), “F" (50%), “G” (40%), “H" (30%), “I" (20%), “J" (10%), “K" (0%) and the scope
extended to cover teaching staff (tutors and lecg)rfrom all Universities (private and public) whashes to
pursue 2nd and 3rd degree in any public univergiithin the country (HESLB guideline and criteriar fo
granting loan 2009/10). Based on legal frameworgagment of loan was compulsory, and students yeen

a grace period of one year after completing theeidiss before they start repaying their due lodosfacilitate
the process; a link has been established with grapdp employer associations, Tanzania Revenue Aitytho
(TRA), National Social Security Fund (NSSF), Pulfiectors Pension Fund (PSPF), Parastatal Pensiwh Fu
(PPF), Local Authorities Pension Fund (LAPF), Besis Registration and Licensing Agency (BRELA), and
many other entities who help in tracking loan benafies (HESLB repayment and recovery manual 2007)

5. Success of Higher Education Sudents L oan Board

The previous loan scheme had legal and operatlon@tions which were compromising the sustaingpibf
the scheme itself as well as its ability to supploet growing number of Higher Learning Institutiqeespecially
private) in the country. Since it was in the goweemt interest to facilitate growth of Higher Leami
Institutions by enhancing their enrolment througbvsion of loan to students, HESLB was establisteecarter
for that. In other words the success of the Boad lse gauged against its achievements in faaidasiuch
issues as; increase of Higher Learning Institutiamsrease of Higher Education allocation from ktetducation
sector budget, growth in enrollment, increase & #&mount of loanable funds, equity in provisionladn,
recovery as well as sustainability of loan schetselfi

5.1 Increase of Higher Learning Institutions

One of the foremost achievements of Higher Edunafitudents Loan Board (HESLB) was to facilitatevgio
of private Higher Learning Institutions through prating enrolment via provision of loans to studestsolled
in these Institutions. Based on higher educati@m Istatistics (2009), the number of private Highearning
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Institutions has grown to 28 including; Agha Khamikérsity, Hurbert Kairuki Memorial University,
International Medical and Technological Universi®, Joseph College of Engineering, Tumaini Uniigiar

es Salaam College, Muslim University of Morogoroakdmira University College, Mount Meru University,
University of Arusha, Ruaha University College, Taim University Iringa College, St. Johns Univeysif
Tanzania, Bugando College of Health Sciences, Saigustine University of Tanzania, College of Edima
Zanzibar, Zanzibar University, New Man InstituteSxfcial Work, Sebastian Kolowa University Collelyayeka
University, Stephano Moshi Memorial University Gale, Kilimanjaro Christian Medical Center, Mwenge
University and Teophile Kisanji University.

On the other hand, another equally important aement was the growth of public Higher Learning itosibns.
Based on Higher Education Loan Statistics (2001 ,number of public Higher Learning Institutions fggown
to 23 including; Ardhi University, College of Engiering and Technology, College of Business Educafiar
es salaam University College of Education, Dar &aasn Institute of Technology, Dar es salaam Muasti
institute, Institute of Journalism and Mass Comroation, Institute of Finance Management, Instinfté\dult
Education, Institute of Social Work, Mwalimu Nyezdviemorial Academy, Muhimbili University of Healénd
allied Sciences, National Institute of Transpompe® University of Tanzania, Tanzania Institute atéuntancy,
University of Dar es salaam, Sokoine UniversityAgfriculture, Mzumbe University, Institute of Accotamcy
Arusha, Community Development of Tengeru Institu#kwawa University College of Education, Primary
Health Care Iringa, Institute of Rural Developmeant Planning, University of Dodoma, State Univgrsit
Zanzibar, Zanzibar Institute of Finance and Adntmison, Moshi University College of Cooperativesda
Business Studies and Mbeya Institute of ScienceTantinology.

5.2 Increase of budgetary allocation for Higher Edation Sector

Public Expenditure Review (1995-2012) shows a garniacrease of education sector budget in Tanzawis
the years. From 1998/99 to 2007/08 the Ministryisl@et has increased from 2.9 % of total budget3d# and
also its share to GDP has increased from 1.7 %3t&% However, despite increasing trend in thel tedacation
sector budget; there has been a decreasing treildeirpercentage share of Higher Education in thal to
education sector budget. It should be noted thfier dormal announcement of cost sharing policy the
government started granting loans to students.ngakian as the portion of Higher Education Buddpatk of
legal framework to ensure recovery of loan mad#fiicult for authorities to justify an increasirghare. Since
HESLB was legally entrusted to recover the loaregablishment arrested the decreasing percentege of
Higher Education budget in 2004/05 as shown byet&bl

Table 3. Budgetary allocation for Higher Educatsetor (1995/96-2011/12)

Total Education Sector Higher Education
Financial Year ({ TZS millions) (TZS millions) %% Share
1995/1996 76504 16,836 22.0%
1996/1997 02631 19320 20.9%
1997/1998 102,343 22914 22 4%
1998/1999 107457 19,000 17.7%
19992000 138,583 32494 23 4%
2000/2001 218,051 46,679 21.4%
2001,2002 323,864 37.013 17.6%
20022003 396780 70,540 17 8%
20032004 487,729 86,140 17.7%
2004/2003 04,743 84313 16.7%
2003/2008 669 337 138,059 20.6%
20062007 058,819 209,859 21.9%
20072008 1,100,188 287876 26.2%
20082009 1430372 305431 21.4%
2009/2010 1,743,900 376,659 21.6%
2010/2011 2,045,400 342,774 26.3%
20112012 2,283,000 621,603 27.2%

Source: Public Expenditure Review 1995/96 11202
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5.3 Growth of enrolment and increase of funds allded for students’ loans

HESLB reports (2009) shows a sharp increase inlriertt after its establishment as illustrated byifegl
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Figure 1: Higher education enrolment stizg1994-2009)

Loan repayment reports also show a sharp risesimttount loaned to students as illustrated by Eigur
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Figure 2: Higher education loan Statss{it994-2009)
5.4 Recovery of loan from beneficiaries

Apart from showing the sharp increase in both tih®lenent and the amount loaned by students fronBtiard;
the HESLB loan repayment reports (2009) shows iceytdor recovery of loan. It should be remembetieat,
the loan scheme which was officially adopted durogt sharing policy phase Il in 1994 and oper&beden
consecutive years (1994-2004) had no legal framlewdrich enabled it to enforce repayment of loamTfro
beneficiaries; as a result loan was granted toestisdbut nothing was repaid for the entire peribde
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establishment of Higher Education Students Loanr@@amabled the Government to rationalize an ineréas
the amount of funds allocated to students’ loarabse the Board was entrusted with legal power forem
repayment of loan from beneficiaries. That is wigsed on loan issuance statistics, while enrolimenéased
from 16,345 to 42,729 and the amount loaned toestisdincreased from 9.9 to 56.1; the first sunpahlto be
re-paid to the financier was recorded immediatéigrahe establishment of the Board as illustrdigdable 4
below.

Table 4 Loan Issuance and Recovery Statistics

Number of % Loaned % Recovered Yoto

Years Students Loaned | increase | (TZS billions) | increase | (TZS billions) | loaned
199495 6.061 - 1.7 - - -
199596 6.780 11.9% 18 7.3% - -
1996/97 7.951 17.3% 2.0 14.7% - -
199798 7.701 -3.1% 2.8 37 4% - -
1998/99 8227 6.8% 36 29.4% - -
1999/00 2101 10.6% 38 6.1% - -
200001 10,008 10.0% 4.1 6.8% - -
200102 12,376 23.7% 34 31.1% - -
2002/03 13.223 6.8% 73 36.4% - -
200304 15467 17.0% 88 20.1% - -
200403 16,343 3.7% 99 12.3% - -
2005/06 42,729 161.4% 36.1 167 8% 0.001 0.001%
2006/07 7.554 11.3% 76.2 35.8% 0.0534 0.070%
200708 53,687 17.1% 122.5 60.8% 0.913 0.743%
2008/09 58121 6.2% 139.7 14.0% 2.088 1.493%

Source: MOEVT and HESLB Loan Repayment rep@@99)
6. Challenges facing Higher Education Sudents L oan Board.

As a matter of fact; some challenges facing High#ucation Students Loan Board are categorizedhesént
due to monopolistic nature of the Board in the ¢pyrother challenges are in-build within its admtrative
structure while other challenges emerge from tiongnbe in the course of accomplishment of its amperations.
Based on both primary and secondary sources, émtifiéd challenges have been categorized intdalf@ving
groups.

6.1 Challenges related to loan application process

Based on study done by Ally (2009), generally 92%espondents were not happy with the way HESL Bratt
and provide services to its customers, and 84% wgeeific that the process of loan application essdance is
not time effective. Their arguments centered onhstacts as, the availability and accessibility ofn
application forms is neither good nor user friendhe loan forms are too long hence time consunmirfding it
and it requires too many documents to be attachddtahas to be passed through different governroffites
as well; lack of new Technology (the Internet) ame of the areas especially remote areas, whichl dmuused
to download the forms; centralization of HESLB witiés hence lack of branches in other regions tvisiould
be used to submit forms; many students fail to rdeatllines; inadequate information about HESLB lzmd to
fill the forms and the requirements as delay ining the mean testing grades.

6.2 Challenges related to loan eligibility criteria

Although loan eligibility criteria were based omamber of factors guided by section 17 of the HESdB No.

9 of 2004 and have been subject to review, 77%espandents were of the opinion that the existingjbélity

criteria for granting loans do not assist the nestthgents (Ally, 2009). They argue that, it is appropriate to
apply the same criteria to all students while theyne from different backgrounds. For example; Herring

criteria used in 2008/09 and 2009/10 apart fronmdp@i Tanzanian as per HESLB Act No. 9 of 2004 dbage
being admitted to an accredited (recognized) Hidlearning Institution, in Tanzania as a candidatedf first
degree or advanced diploma on full time basis; extlfp means testing results, first time applicantst have
excelled in form six examinations by attaining digh one or two obtained in a single sitting. meliwith this,
first time applicants with equivalent qualificatmmust possess an ordinary diploma of at leastnsectass
grade or an average of “B” scores (if the diplomadt graded) or Full Technician Certificate witreege of
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“C” scores in the case of technical courses.

Furthermore, to qualify for loan; first, a contingi student must have passed the examinations sacge®
enable him to advance to the following year or stafystudy, but this criterion was set knowing ttheg results
of supplementary examinations from which the decisin whether students advance to the following pea
not do come out late, hence necessitates delayl®aon application and issuance. Secondly, entryltes
obtained (form six or otherwise) must be for théjsats relevant to the degree or advanced diplomoases
applied for; however the Board have twisted thetenadnd gave special considerations for the apmica
pursuing what they called ‘priority causes’. In 80@0 and 2009/10 for example; the priority courisetuded
all science programmes and Teaching professionagrammes. The question remains, are students
knowledgeable about this criterion enough to sededt undertake science subjects? Or even if treegware of
this criterion, are there adequate resources thautgthe country in terms of skilled workforce structure
and facilities for teaching science subjects whicluld enable students to get division one or twe @reet loan
requirements.

6.3 Challenges related to space, equipments antf sta

With regards to space and equipments; there hame t@mplaints levelled against adequacy of worlspagce.
In general the entire space used by Higher Edut&tadents Loan Board was claimed to be small coadpi@
the demand of its operating functions. It shoutdnioted that, the Board didn't have its own buiddilly,
2009). Likewise, there has been a shortage of wgrkbols; especially computers and accessoriesedetx
institutionalize information system necessary iogassing Board'’s transactions effectively and ieffitty.

With regards to staffing level; manpower has beegurablem in loan disbursement, loan allocation &ah
repayment divisions. Operating staff were very favalmost all divisions of the Board. For examptes Board
had only 8 loan disbursement officers and only @lallocation officers in 2009 while the numberHigher
Learning Institutions to be served was as highlagMly, 2009). Inadequacy of the number of staffsyjustified
by comparable data. For example; it was revealatl ih a similar Board (Higher Education Loan Bdard
operating in Kenya which was ahead of the Highardations Students Loan Board of Tanzania in terid€®
and computer systems the number of loan officeteérioan disbursement and allocation divisions 2&gAlly
(2009).

Generally, the Board being ineffective in solicififunds from the public to supplement the loandhleds
provided by the government has been the opinio878t of respondents (Ally, 2009). It should be notieat,
soliciting funds needs sensitization which woultleat companies as well as individuals to starpsupenting
loanable fund from the government via donationdntroduce Higher education Tax/levy as it has beéeme in
EWURA where every customer pays 1% for consumptibrvater and electricity respectively; or approach
companies as to provide sponsorship e.g. Commumicatompanies to sponsor students pursuing
telecommunication studies; Accounting and auditimgponsor students in those lines; establish faigng
centers and committees. So in other words, thel@mlstems from inadequate space, equipments afithgta
level needed to accomplish the task.

Similarly, with inadequate number of staff and guuénts, the Board has failed to increase the spéémhn
application and disbursement process, via decérdtimn and establishment of centers which wouldbémn
applicants to submit the filled forms within thélistrict, region or to the representative at eacivérsity. The
Board has also failed to increase speed of loaovezg. As presented on table 2 earlier; based oSLHEoan
issuance and repayment statistics (2009); the lmaaled funds from 1994/95 to 2008/09 amounts t8 #42.7
billions, and the recovered sum after four yearthefBoard’s operations was only TZS 3.056 billiegsivalent
of 0.69%. It was argued that, one of the clearaeds this was the number of staff in repaymentsitim which
was not enough to efficiently support tracing aridoeneficiaries scattered all over the countryaurtdide.

Other features which have been caused by inadequatber of staff, and equipments includes; faitoréssue
loan to applicants on-time; failure to establisadieack mechanism, as to enable students who ate get loan
be informed on whether the application is in pregrer they will not get the loan as well as failtwadentify
neediest students resulted by failure of the Bdardvork on correctness and genuineness of infoomati
presented to them by loan applicants. It shoulddneembered that, establishing a proper and realiséians
testing process requires the board through iteesgmtative to assure that parameters used for nestivgy have
a direct relationship with the current ability bktparent/ guardian. This is to say, the absenetE&L B staff to
validate responses or issuing of the same set e$tiouns used as means testing to applicants framrss
background is both unrealistic and misleading.
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7. Conclusion

Cost sharing in financing of Higher education imZania has a very long history. The paper has shbatnit is
dated way back in 1956 during colonial era and dwasved over time in different frameworks to thareat
student’s loan scheme managed by Higher Educatiethets Loan Board (HESLB) which was established in
2004. The origin of the belief that financing ofgHer Education in Tanzania used to be, is anddeanain the
state responsibility has been identified and sujipevidence have been presented as to verifythigabelief
itself is baseless. The paper has also pointedli@vitbacks which necessitated restructuring of sbating in
the course of its evolution. Furthermore, it haghlighted remarkable successes which have beemdet@s
well as challenges to be worked upon as to enhant®nly effectiveness and efficiency of the cutreost
sharing scheme but also its sustainability.
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