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ABSTRACT

The purpose of this study was to assess the effects of unemployment on the contributions collection performance of NSSF, Tanzania. Specifically to determine the relationship between members loss of job and the contributions collection performance of NSSF, to analyze if members low wages affect the contributions collection performance of NSSF, to evaluate whether employers’ low compliance has effect on the contributions collection performance of NSSF, to identify the extent closure of businesses affects the contributions collection performance of NSSF. The study used both qualitative and quantitative approaches to a population of NSSF with sample size of 104 respondents. Questionnaires and Interviews, have been used as data collection tools, data analysis was done through a special programme known as SPSS. Findings revealed that the major aim of social security funds is to help members to live a better life while he/she is working and after retirement. Social Security Funds can be threatened by members’ loss of jobs as these social funds depend much on members’ contribution to fulfill their operations, when members lose their jobs automatically the contribution collection performance of NSSF must drop. Closure of businesses in the country leads NSSF members to lose jobs. It is recommended that the board and other stakeholders should ensure better management of the pension funds so that adequate returns are obtained on the monies received and invested by the fund. The company/firms must ensure that   qualified professionals are recruited to manage the fund at all times. The authorities should be responsible to ensure that any internal changes required including administrative, staffing are carried out at the earliest.
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CHAPTER ONE

INTRODUCTION

1.1   Background of the study 

In the recent past, many countries around the globe have experienced rapid establishment and growth of social security funds. The growth of these institutions is one development that countries have given considerable attention because of the sensitivity of the transactions involved in social security funds. Social security funds act as an important stimulus to capital markets in most countries where they exist through financial intermediation. Social security funds tend to complement, and hence stimulate development of capital markets, while acting as substitutes for banks.
The main aim of social security is to help individuals maintain a reasonable standard of living when faced with social and economic contingencies, there has been an increasing recognition of the need to understand the adequacy of benefits. A study done by Mwerinde (2013) about the role of social security schemes in Tanzania shows among others that there are challenges facing NSSF and members amid Government failure to confine withdrawal. Moreover, these schemes are faced with a host of other challenges such as low members’ coverage, poor compliance of some employers, the delaying of benefits payments to members and disparities in risks covered. NSSF is the leading social security provider in Tanzania in terms of members’ coverage, benefits offered and net worth which faces similar challenges.
1.1.1    Establishment of NSSF

The National Social Security Fund (NSSF) was established by the Act of Parliament No.28 of 1997 to replace the defunct National Provident Fund (NPF).NSSF is a compulsory scheme providing a wider range of benefits which are based on internationally accepted standards. NSSF covers categories of employers and employees from private sectors, government ministries and departments, parastatal organizations, self employed and any other category declared by the Minister of Labour.

1.1.2 Objectives of NSSF

NSSF objectives are registration of employers and members, collections of contributions, investment in viable ventures, payment of benefits to members and advising Government on matters related to social security.

 1.1.3 Operation of NSSF

To ensure that NSSF services are provided effectively to the members, the Fund is spread all over Tanzania. The services include registration of employers and employees, receiving of contributions from employers and payment of benefits to the members. These services are available in all regional and district offices: there are 23 regional offices, 14 district offices and 12 sub district offices. Also members living in Zanzibar can access the Fund’s services through the offices of the Zanzibar Social Security Fund (ZSSF) since there is cooperation between NSSF and ZSSF on matters related to benefit payments.
There are studies done concerning NSSF but the effects of unemployment on the contributions collection performance of NSSF in Tanzania are researchable. Among of the objectives of NSSF is to collect contributions from employers and members, these contributions are then invested with the promise to pay members pension, which expresses all long term benefits paid periodically to a retired member, invalid persons and survivors of the deceased member to replace the loss of income resulting from old age, disability or death (NSSF Operation guide, 2013).

However, things are not going as per rules and regulations of NSSF due to some members appear to claim their contributions before retirement after being unemployed so as to replace loss of income through withdrawals, the latter is the practice which is only found in Tanzania. Since the performance of NSSF depends on contributions collected from members particularly employees then understanding factors affecting behaviors of their members is important for making informed decision.

Mwerinde (2013) in his paper about challenges facing NSSF and members amid government failure to confine withdrawal, through NSSF corporate plan 2009 revealed that number of withdrawals increase by 150% in 2009 only. According to Dau (2012) failure of the government to expel this benefit has a negative impact to members in a very near future when social security schemes will no longer be able to take care of the members withdrawn earlier who are now old and have no social security. Most of the withdrawal cases occur after members being unemployed to replace income losses and therefore affects ability of NSSF to offer better services to present members following huge amounts paid to withdrawal claimants. NSSF Annual report 2008/09 revealed 54,647 members lodged withdrawal claims in 2008/09 only, where TZS 71,021,142,000.00 was paid out.

Contributions Collection is among of the objectives of NSSF after registration of employers and members, these contributions are collected after deductions from employees’ monthly salary. Much efforts and resources are used by NSSF to meet annually targets set to collect contributions but the performance is not satisfactory, at the same time the country is facing a rampant unemployment problem.  Hence, it is within great interest of this study to explore the effects of unemployment on the contributions collection performance of NSSF. Due to contributions of NSSF in the economic and social developments of Tanzania, then variables affecting its performance should be identified and studied in details so as to aid in improvements.

Negative effects of unemployment are also obvious to other countries such as U.K, U.S.A, Greece and Portugal; however these countries reduce the effects through offering unemployment benefit. Moffitt (2014) explained the aim of all unemployment benefit schemes is to make up some fraction of the lost income for unemployed workers and thereby allow them to maintain their consumption at a reasonable level despite the loss of wages.  

There is no doubt that existence and performance of NSSF depends much on the employments of members whose contributions are deducted monthly from their wages, and therefore unemployment of its members should draw attention of Board of Trustees of NSSF, management of NSSF, working staffs and other stakeholders including the government. Literatures about the problem are not exhaustive enough since mostly concentrate on challenges facing NSSF partially through focusing on withdrawals without considering unemployment as the root cause, therefore this study goes far to examine effects of unemployment on the contributions collection performance of NSSF to reduce the research gap and provide contributions for further researches.

1.2 Statement of the Research Problem

Despite the upward trend of annual contributions collection performance of NSSF, the records show since the financial year 2010/2011 has never reached the targeted contributions collection of the year (NSSF Corporate Plan 2013/14-2015/16). A good number of its members withdraw their contributions daily, monthly and yearly following unemployment which clearly complicates ability of NSSF to achieve the target.

While NSSF contributions collection depend much on the monthly deductions from employed members wages, Tanzania has 68 per cent of the population of young people aged between 15 to 35 years (National Bureau of Statistics, 2011).The estimates of employed persons for year 2011 are 2,368,672 persons which is equivalent to 10.7% of the labor force population (National Bureau of Statistics, 2011). The total number of labor force population is estimated to be 22,152,320 persons, of whom 19,783,648 are estimated to be employed, among the employed, 2,502,327 persons are estimated to be employed in the formal sector (National Bureau of Statistics, 2011).  Further, it is estimated each year 700,000 graduates entering the labor market but only 40,000 (5.7%) get employment into formal sector. The incidence of unemployment among the youth is relatively high. The youth constitute 60 per cent of all people who are unemployed. 

According to Ackson (2010), 10.5% of the labor force population in Tanzania is employed but its only 1.8% that are in a formal sector with social protection, the rest 91.2 % are self employed which social security sector has not covered. Actually it is very small part of the labor force population with social protection and contributes, which is then shared by other pension funds of which NSSF has market share of 51% of the total membership by 30th June 2012 (NSSF Corporate Plan 2013/14-2015/16).

Seminars about the importance of being a member of NSSF are done, advertisements go on air to public eye and ear about products of NSSF through mass media, for the financial year 2013/14 a total of tzs 1,166,214,000 was budgeted for seminars and tzs 550,000,000 was budgeted for public educations of NSSF functions, products and services (NSSF Plan and    Budget, 2013/14). 

Various schemes such as Wakulima, Wavuvi, Madini and WESTADI are introduced to increase members’ size. Furthermore, in 2014 through its highly commendable performance NSSF has been recognized internationally as the best social security provider and awarded an ISO 9001:2008 certificate of quality management and performance due to noble services to its members. All these initiatives are made to increase members’ size and contributions collection base to achieve the target set, yet there is another problem of low compliance of these members and their contributions are not enough to top up the amount to achieve the target.

The effects of unemployment seem to be a threat to NSSF as some of previously employed members stop contributing after being unemployed and withdraw their contributions to replace their income loss and achieving target becomes even more a challenge.

This study analyzed the effects of unemployment on the contributions collection performance of NSSF so as to understand how the effects of unemployment affect the Fund.

1.3   Research Objectives

Objectives of this study were divided into general objective and specific objectives.

1.3.1 General Objective

The general objective of this study was to analyze the effects of unemployment on the contributions collection performance of NSSF.

1.3.2 Specific Objectives

In more specific terms, this study aspired to:

i. To determine the relationship between members loss of job and the contributions collection performance of NSSF. 

ii.  To analyze if members low wages affect the contributions collection performance of NSSF.

iii. To evaluate whether employers’ low compliance has effect on the contributions collection performance of NSSF. 

iv. To identify the extent closure of businesses affects the contributions collection performance of NSSF.

1.4      Research Questions

Research questions of the study were divided into general question and specific questions.

1.4.1    General Research Question

The general question of the study was what are the effects of unemployment on the contributions collection performance of NSSF.

1.4.2    Specific Research Question

The study expected to come up with answers of the following specific research questions:-

i. Do members loss of job has the relationship with the contributions collection performance of NSSF?

ii. Do members’ low wages affect the contributions collection performance of NSSF?

iii. What effect does employers’ low compliance has on the contributions collection performance of NSSF?

iv. To what extent closure of businesses affects the contributions collection performance of NSSF?
1.5      Significance of the Study
This study was meant to provide valuable findings concerning the effects of unemployment which affect contributions collection performance of NSSF. It was essential to expose the variables as among challenges affecting the contributions collection performance of NSSF to the general and all other stakeholders for informed decision making. The study would be used as a guide for setting up strategies in advance for the fund to respond effectively to various risks facing the contributions collection performance of NSSF. For example due to unemployment following closure of the business/end of contract, decline in contributions collection is predictable and hence the fund can focus on registration of new employers and voluntary members to reduce the decline in collections. 

The study would add more literature to the prevailing knowledge about the effects of unemployment on the contributions collection performance of NSSF and other pension funds in Tanzania. Therefore it would be used as a reference for academic purposes in further researches on the subject matter. The empirical results of this study can be used to provide some policy implications to the regulatory authorities, the government and non government organizations in general as it would analyze the effects of unemployment on the contributions collection performance of NSSF.

1.6     Scope of the Study
This study was confined to NSSF head office. The study explores NSSF contributions collection performance as far as the effects of unemployment in the country are concerned. Therefore analysis of the effects of unemployment on the contributions collection performance of NSSF were conducted through the review of NSSF corporate plan, annual reports and other related publications to achieve research objectives to cover the period of five financial years from 2010/11 to 2014/2015. Also the study surveyed other research works and National Bureau of Statistics website to obtain data pertaining to unemployment.
1.7     Organization of the Study
The structure of the study was organized into five chapters.

Chapter one introduced background of the study, problem statement, objectives of the researcher, significance, scope and organization of the study. 

Chapter two reviewed literatures on the effects of unemployment and contributions collection theoretically and empirically, the chapter also identifies research gap, conceptual and theoretical frameworks.
 Chapter three described the research methodology used in this study, which comprised of research design, area of the study, survey population, sampling design and sample size, variables and measurement procedures, methods of data collection, validity and reliability of data and finally data processing and analysis.  Chapter four gave interpretation of the findings.
Chapter five was summary of findings, conclusion and recommendation made according to the specific objectives                                                   

CHAPTER TWO

LITERATURE REVIEW

2.1      Introduction

This chapter was based on the literature review of the effects of unemployment and the contributions collection performance, through theories and empirical studies relating to the subject matter. The chapter also involved the conceptual definitions of terms pertaining the effects of unemployment and contributions collection performance, research gap identified, conceptual framework and theoretical framework. Review of different sources which in one way or another are related to the topic of the study and contained a comprehensive knowledge, which enabled to obtain sufficient theoretical and empirical information about the problem and issues surrounding the subject internationally and in Tanzania.

2.2       Conceptual Definitions
This section described the basic terms, which are unemployment, contributions collection, performance and NSSF.

Unemployment can simply be defined as the number of people who are willing but are unable to find employment (Molefe, 2011). Official governmental statistics, however, express unemployment as a percentage of the total available workforce, and this varies greatly on the basis of economic and social circumstances. And therefore there are two definitions of unemployment which are the narrow definition of unemployment including only those who are willing to work and are actively searching for employment and the broad definition of unemployment which includes those who are willing to work but are not searching, this includes those who may have given up hope of finding employment (Molefe, 2011). 

The International Labor Organization (ILO) defines unemployment as comprising all persons above a certain age without paid work or self-employment, who at the time of assessment were available for work (in paid employment or in self-employment),and who at the specified time of assessment had taken specific steps to seek employment or self employment.

Contributions may either be statutory or voluntary, statutory contribution refers to mandatory monthly contributions payable to the Fund in respect of insured persons registered under Sec. 6 of the NSSF Act while voluntary contributions refer to contributions paid by registered voluntary member which should be not less than 20 % of the applicable statutory minimum wage (NSSF Compliance code, 2014).These contributions are collected from employers and voluntary members every month by NSSF officials and the process is termed as contributions collection. These absolute amounts of money usually are deductions from employee monthly salary, received and recognized by NSSF from members so as to cover social protection.

Performance is a set of financial and non financial indicators which offer information on the degree of achievement of objectives and results (Lebans & Euske, 2006). NSSF is the abbreviation of National Social Security Fund which is a compulsory scheme providing a wider range of benefits which are based on internationally accepted standards (NSSF Operations guide, 2013).
2.3 Theoretical Literature Review


There were various theories regarding unemployment, however for the purpose of this study the theoretical review depended on Keynesian and classical views of unemployment.

2.3.1 Keynesian Theory of Unemployment

Keynes (1936) introduced the theory that the equilibrium is determined by aggregate demand. Aggregate Demand is the amount of goods and services all buyers demand at various prices (Sayre and Morris, 2009). According to Keynes, when there is increase demand in the economy, firms will be encouraged to produce more goods or provide more services. As the production increases, it will help the economy out of recession/depression and unemployment. In other words, with the absence of aggregates demand for goods and services, there will be no production and hence the situation will lead to firing of some workers and even closing the plant. This implies that, contributions collection performance to pension funds may also decline since the contributions are deductions from employees’ monthly salaries who are now fired and therefore this theory indicates that, unemployement may lead to multiplier effects such as loss of income and consumption, decline of production activities and closure of plants.
However, Keynes believed that Government interference is beneficial to an economy. He agreed that Government spending reduces the price for goods and services, and this will increase demand and consumer spending. Companies will need to produce more and therefore more workers will be hired. This implies that, the newly hired workers will have more income and deductions from their wages will be done as contributions to be submitted to the respective pension fund of their choice. 

Also Davidson (1998), a representative of Post Keynesian economics, argues that involuntary unemployment is caused by shortage of effective demand, instability of exchange rates, and international mobility of finances which create uncertainty that weakens entrepreneurial confidence to make investments to reduce unemployment. Other Keynesians think that the unexpected increase in price level, or a higher rate of inflation, will reduce the real wage and increase demand for labor. That is, the rate of unemployment will decline but the old proposition of Phillips curve suggesting there is a trade-off between the rate of unemployment and the rate of inflation. 

From the Keynesian view of unemployment, it was found that when unemployment  occurs due to insufficient aggregate demand, the effects will be low production,low spending, hence closure of plant or firing some workers to match production.
2.3.2The Classical Theory of Unemployment

Ackerman et al, (2006) discussed the classical theory of unemployment with diagrams.

Figure  2.1  :  A Supply and Demand Model for Labor. 

Source: GDAE, 2006  

In Figure 2.1 the classical approach assumes that the labor market is a single, static market, characterized by perfect competition, spot transactions, and institutions for double-auction bidding. In this case workers supply labor, while employers demand it. It is assumed that every unit of labor services is the same, and every worker in this market will get exactly the same wage. The equilibrium wage in this example is WE and the equilibrium quantity of labor supplied is at LE.

And the Figure 2.2 is used to show adjustment of free market causes unemployment through government interferences such as a legal minimum wage.






Figure  2.2  :  Classical Unemployment.
 Source: GDAE, 2006
In Figure 2.1, where the market is free to adjust, there is no involuntary unemployment. There may be many people who would offer their services on this market if the wage were higher as the portion of the supply curve to the right of LE demonstrates. But, given the currently offered wage rate, these people have made a rational choice not to participate in this labor market and hence occur voluntary unemployment. 

But the classical model in figure 2.2 suggests that involuntary unemployment can exist due to interferences such as presence of a legal minimum wage, where employers are required to pay a minimum wage of W* which is above the equilibrium wage and the model predicts that they will hire fewer workers. At an artificially high wage W*, employers want to hire only LD workers while at that wage   LS people want jobs. And therefore surplus of workers occurs; in this case the market is prevented from adjusting to equilibrium by legal restrictions on employers. Now there are people who want a job at the going wage, but can’t find one. That is, they are unemployed. In a Classical (idealized) market for labor,  true unemployment occurs only due to interference such as legal minimum wage  which tends to adjust free markets, and classical economists suggest other market interferences to be reasons for unemployment as well.

(Karl Marx,1956) explained how low wages follow unemployment within unstable capitalist system where labor market is determined by demand and supply forces, he argued that employers tend to keep a reserve army of labor that fight themselves at lower and lower wages through creating a downward pressure on wages and eventually low wages  prevail in the labor market. And therefore Classical view suggests that interferences cause unemployment and low wages prevails within unstable capitalist system due to unemployment. Consequently, the low wages will determine the amount of contributions to be deducted for old age pension.
2.3.3 Theory of Contribution Density
Contribution density is defined as the share of (the present value of) earnings in the active phase of life on which the individual contributes to some contributory pension system for old age (Prieto, 2008). The contribution theory suggests that the adequacy of contributory pensions for middle classes depends on density of contribution and therefore it presents a model where individuals choose whether to bundle saving for old age in a covered job or to save independently while choosing an uncovered job. This is due to the fact that the state is unable to enforce in all jobs a mandate to contribute based on all labor productivity such as home production and other self employments and therefore only some jobs are covered specifically those at large employers. From this theory, it was clearly found that in many countries to meet target of contributions collection performance is a challenge since the coverage for pension funds is not 100% due to presence of informal jobs which are uncovered as there is no a mandate to force them to contribute and therefore a good performance of contributions collection is expected from large employers compliance.Top o
2.4 Empirical Literature Review

This part reviewed and discussed similar studies done worldwide, Africa and Tanzania so as to get insight of what has been found or not to identify the research gap. Also results of empirical studies done were used as a guide in developing conceptual framework.
2.4.1 Empirical Literature Review Worldwide
Persistently high unemployment lead to huge costs to workers and to the economy at large, some of these costs are difficult to value and measure, especially the longer-term social costs. Among of the effects of unemployment is the loss of income and consumption, during great recession family incomes fell 40% or more for long term unemployed workers (Johnson & Feng, 2013).Browning and Crossley (2001) found that families with an unemployed worker have consumption 16% lower after six months of unemployment, but 24% lower if the sole worker in the family became unemployed relative to those who do not lose employment. From those empirical studies then a decline of income and consumption due to unemployment accounts for   a drop in the living standards which is experienced through the decline in spending power and the rise of falling into debt problems. Holtz, Horn and Zukin (2010) showed that the long term unemployed borrowed money from friends spent down savings and missed mortgage or rent payments. 

Low wages also prevail in the labor market when unemployment persists, Hamermesh (1989) summarized prior empirical work on dislocated and displaced workers showing that reemployed workers earned about 5 to 15 percent less than similar workers who did not lose jobs and that half of displaced workers finding jobs in some samples had been unemployed as long as nine months. Also workers displaced in the early 1980s suffered declines of 30% or more in wages of reemployment (Jacobson et al, 1993) and had earnings 20% lower than otherwise comparable workers even 15 to 20 years after displacement (Watcher, Song and Manchester 2009).This means steadily declining of mean reemployment wages occurs as unemployment duration increases and the persistence of reemployment wage discounts. Displacement increases employment instability and lead to repeatedly lowering wages and reducing accumulated job tenure and experience, Stevens (1997) showed that displaced workers are more likely to leave their subsequent jobs than non displaced workers .Brand(2004) and Rosenfeld(1992) documented long term reductions in career prospects for job losers resulting in lower wage growth over time. These findings show that when unemployment persists, reservation wages will decline as workers expectations degrade and their needs increase. 

Unemployment involves a loss of potential national output i.e. GDP operating well below potential which is a waste of scarce resources. Umair and Raza (2011) wrote that, in many countries whether advanced capitalist economies or developing countries have experienced very high rates of unemployment since the Great Recession of December 2007, American economy faced unemployment rate of 9.2 percent in June 2011, and Egypt had a rate of unemployment of 19 percent. The Saudi economy faced a rate of unemployment of 10 percent and this economically represents a loss in the Gross Domestic Product (GDP).This is due to the fact that some people leave the labor market permanently during unemployment because they have no more motivation to search for job, this situation can have a negative effect on long run aggregate supply and thereby damage the economy’s growth potential. 
When unemployment is high, an increase in spare capacity occurs due to a decline of production activities as the group of non producing labor force increases and therefore the output gap will become negative and this can have deflationary forces on prices, profits and output resulting to the closure of a local factory with the loss of hundreds of jobs.

On the other side, contributions collection performance is not satisfactory in many countries due to low coverage despite being mandatory for employers to pay contributions due of employees, important examples are China where 48% of urban employees contributed in 2005(Salditt et al, 2007).In Poland 68% contributes, South Korea-only 58% of the labor force contributes (World Bank, 2000).In Brazil only 49% of the employed contribute and Mexico only 38% of employed contributes every two months (Rofman & Lunccheti, 2006).

Collection performance of social security contributions in many countries is plagued by poor compliance and weak, inefficient administration (Rofman & Demarco, 1999).High contributions rates is reported to be among the factors which causes poor compliance of both, employers and employees regardless of the best systems of collection and control where in some countries the contribution rates exceed 25% of gross earnings. However, In Argentina for example a progressive reduction in employers’ contributions of 15% of gross wages since 1995 has not increased collection performance (Rofman & Demarco, 1999). Furthermore, the Chilean and Argentine systems compared, and there is no clear evidence regarding whether Chile’s decentralized model or Argentine’s centralized system is more efficient but compliance seems to be higher in Chile due to a stronger tradition of tax compliance and hence the self employed contribute voluntarily while in Argentine there is high rates of non compliance and this group is forced to contribute ( Rofman & Demarco, 1999).And therefore this comparison shows that, there is a need for incentives to contribute to be set to ensure compliance, for example through establishing a closer link between benefit and contribution whereby contributions collected by the pension fund should relate to  the adequacy of the benefits offered.

2.4.2 Empirical Literature Review in Africa

Kingdon and Knight (1999) investigated the relationship between local unemployment and wages in South Africa and suggested that high unemployment regions need to have higher wages in order to compensate potential migrants for the costs of job-search. But this view is opposite to the evidence of a negative relationship between local unemployment and local wages in many economies such as US, UK, and several other OECD countries (Blanchflower and Oswald, 1994). Wages are found to be negatively related to unemployment, and the unemployment elasticity of the wage (the responsiveness of the wage to local unemployment rate) is approximately -0.1. In other words, a 10% increase in the local unemployment rate (say, from 10% to 11%) leads to a 1% decrease in wages. The data showed that the non-searching and the searching unemployed in a locality exerts a downward pressure on wages, suggesting that local employers consider them to be genuine labor force participants. Thus, there is no distinction between the searching and non-searching unemployed persons that would warrant the exclusion of the non-searching from the measure of unemployment. This finding has important policy implications not only in South Africa but also in many countries where the narrow measure (which uses a search-test) has been made the official definition of unemployment. Essentially, this study found that unemployment leads to a decline of wages as a result of pressure of both searching and non searching unemployed considered by the local employers. So then, low will be deductions of contributions from the wages of employees for old age pension.

Nwankwo and Ifejiofor (2014) examined the impact of unemployment on Nigerian Economic Development and found the negative relationship of unemployment and GDP in the long run, this means high unemployment rate contributes to low GDP due to reduction in the potential which exists in spurring country’s GDP (Njoku & Ihugba,2011) .This is actually the fact as the high unemployment creates a large group of non producing labor force who were previously working in various economic activities such as tourism, business, manufacturing, imports and exports . As the production becomes low, costs will raise until it will be no longer profitable to produce and some workers will be fired to check the costs. When this happens, there will be loss of income for fired workers and loss of contributions collection to the pension fund.

Poor contribution is among the problems and challenges of pension fund in Nigeria (Chidozie, 2012) and the National pension fund scheme on the contributory aspect of the scheme still witnesses low contribution from workers. And according to Adesina (2006) there is a need for increase in pension payment following salary increases so as to increase the assets and portfolio of pension fund in Nigeria. This means low contribution leads to poor investments and low returns which will not be sufficient to offer adequate benefits to members and therefore incentives to contribute decrease even more.

Also according to Danish trade union (2014) labor market profile of Uganda shows that Uganda lags behind on social security compared to its East African neighbours,with membership coverage of equivalent to 1.3%  of the population as of June 2011 and this made a low contribution of equivalent to 1.3% of GDP.This report emphases existence of low contribution performance in African countries which is closely related to poor membership coverage, since most of the contributors are employees in the formal sectors who form  small part of the labor force and leaving large group of unemployed with no source of income to contribute.

A World Bank study of formal contributory pension programs in a sample of 37 African countries including Tanzania found that only a median of 4.8% of those aged 15-19 actively contributed to a mandatory pension scheme. Median pension spending was about 0.9% of GDP in the 2000s, with large variations between countries depending on the design, coverage and target replacement rates of the schemes. Apart from Mauritius whose coverage is 35% of its population, other African countries don’t exceed 19.2% of their working population coverage (World Bank,2005).This shows that in Africa, formal pension schemes are often characterized by very limited membership coverage which leads to poor contribution collection performance.

2.4.3 Empirical Literature Review in Tanzania

Awinia (2014) found that the growing rural-to-urban migration which is dominated by young people aged 15–35, is increasing the urban youth unemployment rate and driving the escalation of urban poverty in Tanzania. Using the national definition, the employment rate for urban youth aged 15–24 and 25–35 was 39.1 per cent and 69.5 per cent, respectively, in 2006 (National Bureau of Statistics, 2007). In Dar-es-Salaam, the country’s main urban centre, the total unemployment rate for those aged 15 and above was 31.5 per cent. Urban unemployment rates are consistently and significantly higher in urban areas compared to the national average of 11.7 per cent. Youth unemployment rates were also higher among those aged 15–24 (14.9 per cent) and 25–34 (11.8 per cent), versus those aged 35–64 (9.6 per cent) and 65 and above (9.2 per cent).As the rural to urban migration increases, urban unemployment rate increases then it is clear that Annual GDP will drop since the achievements in GDP growth depends much from improved performance in agriculture which employs about 80% of the total labour force as the 2005/06 Intergrated Labour Force Survey  showed that employment in agriculture ( crop farming, livestock keeping, fishing and forestry) decreased from 80.9% (2000/01) to 75.1% .
Peter (2013) in his paper of the nature of urban youth unemployment in Tanzania discussing about challenges and consequences mentioned occurrence of commercial sex workers, excessive alcoholism and narcotics drugs cartels as the researcher observed presence of brothels in Manzese area commonly known as Uwanja wa Fisi whereby about 70 rooms accommodate commercial sex workers. Also about 62 youths reported that they engage in drug use, excessive alcohol as a way to comfort themselves to the extent that became addicted to alcoholism which has deteriorating effects to the user’s personal and social life among urban youths. Youths interviewed report showed that there are many gangs in Dar es Salaam in general that engage in antisocial or illegal behaviors such as theft, rape and murders, usually divided by age or specialty among common gang groups in the area include Komando Yosso,Kiboko Msheli,Begi Bovu and Mbwa Mwitu. The in-depth interviews revealed that approximately half of the youths knew of gangs operating in Dar es Salaam, but only seven admitted to being members of a gang. In the focus group discussions the youths were quite reluctant to admit to being a member of a gang, but would willingly talk about the gangs and their activities. Currently there is another famous youth delinquent gang known as Panya roads in Dar es Salaam as a result of unemployment. This accounts for potential loss of GDP in the economy from these addicted urban youths who are unemployed.
Nangale, 2012 wrote about employment challenges in Eastern Africa-the case of Tanzania and found that employment situation remains one of the key challenges in Tanzania which can be characterized by imbalance between supply and demand for labor in the labor market, increasing of urban employment pressures with outflow of rural surplus labor to non-agricultural sectors, new entrants in the labor market (estimated between 800,000 – 1,000,000 school and college graduates each year) resulting to high number of unemployed youth, there is a good number of laid-off employees - some faced with difficulties of reemployment, a number of youth remaining in the labor market for long period without accessing employment, freezing employment by the Public Sector (minimum recruitment of new entrants),limited capacity of the Private Sector in absorbing a bigger number of new labor entrants, and low labor productivity at enterprise level including in rural settings. He also explained the relationship between unemployment and fall of GDP since 1970s whereby the country went through economic crisis reflected by the fall in the annual GDP from growth rate of 5% to an average of 2.6% in the early 1980s and 1% in the beginning of 1990s (URT: Economic Survey 2000).

Watson et al (2005) studied about social protection in Tanzania and through household budget survey found in 2001, some 19% of individuals were below the food poverty line (FPL) and 36% were below the higher basic needs poverty line (BNL).Around 6.1 million individuals were below the FPL and 11.6 million individuals below the BNL (using revised population estimates).Also it was found poverty is highest in rural areas where majority lives which is about 88% of the total population, the study identified that only 3% of the Tanzanian labor force is covered leaving behind 97% of the population. These statistics indicate limitation of pension scheme to collect contributions from this majority due to lack of financial ability to contribute as most of them are poor who fail even to meet their basic needs. This lack of financial ability is closely related to unemployment problem in the rural area.

According to Baruti (2008) there is adequacy of benefits offered by pension scheme in Tanzania which are characterized with low package and some delays in computation and payments. This experience demoralizes other people to join and contribute to the pension schemes. 

The empirical evidences above show the extent to which unemployment is the challenge as the macroeconomic variable which tend to affect financial affairs of the individuals, institutions and nation. NSSF being financial institution is likely to be affected by the effects of unemployment and it is within the great concern of this study to explore the effects of unemployment on the contributions collection performance of NSSF.

2.5    Research Gap Identified
From empirical review of literature, it is seen that the effects of unemployment have been well investigated and documented worldwide in developed countries like U.K where there is availability of data which are reliable, consistent and timely. But in developing countries like Tanzania the study is not yet exhaustive and therefore more researches should be done to fill the gap by empirically highlighting the effects of unemployment and relate them to the contributions collection performance of NSSF.

Furthermore, level of economic affairs such as unemployment rate and its effects among countries differ and hence there was a need for research work to justify the effects of unemployment on the contributions collection performance of NSSF in Tanzania. The research reduced information and knowledge gap as the theories were tested to justify the validity of the results of empirical studies carried out in other countries in Tanzania context.

2.6     Conceptual Framework

This part explained the relationships which exist between variables in the model, which were dependent and independent. The pictorial presentations below were used to give clear meaning of the variable relations.

         Independent variables




Dependent variable






Figure  2.3  :  Conceptual Framework
Source: Researcher

2.7    Theoretical Framework
A theoretical framework is a conceptual model on how one theorizes or makes logical sense of the relationship among the several factors that have been identified as important to the problem (Sekaran, 2003).It is also viewed as conceptual constructed after a literature review, it aims at indicating the most important areas to be covered by the study. A research without a conceptual framework cannot be focused since the researcher does not know what data to collect (Adam and Kamuzora, 2008).Determining the variables is important as the theoretical framework itself targets at elaborating the relationships among variables, explaining the theory underlying these relations, and describing the nature and direction of the relationships (Sekaran, 2003).

In the investigation of the research problem of this study, the variables considered in the conceptual framework were used. These were independent variables which tend to affect another variable; in this study the independent variables were effects of unemployment which include members’ loss of job, members’ low wages, employers’ low compliance and closure of businesses. Another variable was the dependent variable which depended on independent variable; this variable was contributions collection performance. 

Members’ loss of job which was independent variable occurs due to decrease of aggregate demand which leads to low production and necessitates companies to fire some workers to reduce production costs. Once this happens will directly impact the contributions collection of NSSF which is 20% of members’ wages deducted monthly from their salaries, since the fired workers are no more employees of a particular company then contributions collection performance will also be in question as the dependent variable.

Closure of businesses was also expected when excessive decreases in aggregate demands occur, this result to excessive low production, firing workers and closing of plants since any more production will lead to more losses. This means NSSF will be missing contributions of workers from closed businesses which were previously submitted and effected collections.

Members’ low wages, wage is the independent variable from which 20% deductions is collected by NSSF and therefore the higher the wages the higher the contributions collection and the lower the wages will lead to lower contributions collection. And therefore when unemployment persists, it exerts downward pressure on wages which will affect contributions collection of NSSF.

Employers’ low compliance, compliance relates to adherence to the rules and regulations as stipulated within NSSF Compliance Act, of which being registered with NSSF and submission of employees deductions monthly to NSSF as per requirements, being inspected and registering new employees with NSSF.As unemployment occurs due to decrease in aggregate demands, then low production is expected which will reduce ability and willingness of employers to comply with NSSF rules and regulations and eventually employers will either submit deductions untimely, will avoid inspection or  will not register new employees with NSSF and submit deductions partially. It is obvious then employers’ low compliance will affect contributions collection of NSSF.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1   Introduction 

Research methodology refers to a systematic way applied to solve the research problem (Kothari, 2004). It involves procedures and methods for collecting and analysis of data in a systematic manner.

This chapter provides the research methodology that was used for this study, the chapter explain research strategies, survey population,  area of the research, sampling design and procedures, variables and measurement procedures, methods of data collection, data processing and analysis. 

3.2    Research Design
 Kothari (2004) the formidable problem that follows the task of defining research problem is the preparation of the research design of a research project, popularly known as “the research design”. Based on that, this research study was analytical which was a system of procedures and techniques of analysis applied to quantitative data (Krishnaswami, 2003).

The descriptive study was chosen since the study describes the state of affairs as it exists at present. This method involves surveys and fact findings and therefore the researcher had no control over the variables, he can report only what has happened or what is happening and attempt to discover the causes (Kothari, 2004). Since the study focused on in-depth analysis of data and examining relationships in the analysis, then a case study is adopted as a technique. Aaaker et al (2002) define a case study as a comprehensive description and analysis of a single situation. In addition, case studies place an emphasis on a full contextual analysis of fewer events or conditions and their interrelations (Cooper and Schnindler, 2003).

The merits of the case study save both time and cost and also a fairly exhaustive method which enables the researcher to study deeply and thoroughly different aspects of the phenomenon (Kothari, 1990). NSSF was chosen as a case study since it was the largest social security fund in Tanzania on both numbers of members and contributions collection which faces effects of unemployment as it is shown by the large number of withdrawal cases. However, the case study was highly criticized that the findings can not be generalized due to over reliance on a single unit of data collection. 

3.3   Area of the Study
The study was conducted in Dar es Salaam at the head office of NSSF. The reasons behind this choice  was that, the place was easily accessible at reasonable cost, hence it save both time and money in conducting research, also the place provide needed and abundant information since all branch offices send reports monthly, quarterly and annually head office for audit purpose, record keeping, reviewing and improvements.

3.4    Survey Population
Survey population refers to any object of interest under investigation, for this study involves NSSF staffs, NSSF premises/offices, NSSF website, NSSF members’ details, NSSF official documents and publications, magazine and newspapers, others research works and national bureau of statistics website. Managerial level staffs from NSSF headquarters responsible for compliance and records, contributions accounts, plans and budgets, actuarial risk and benefits administration because of being familiar and knowledgeable of the subject matter than normal officers were inquired to provide required data at their working stations. These were identified through inquiring appointment with the managers of a particular department, staff identification card and introduction. Also other normal staffs were selected randomly. Characteristics of this survey population were managers of the departments of the subject matter of both genders, married and single, with certicate educational level and above who are aged from 20 years to 60 years.

3.5    Sampling Design and Sample Size
3.5.1 Sampling Design
A sample design is a definite plan for obtaining a sample from a given population (Kothari, 2004). It refers to the technique or the procedure the researcher would adopt in selecting items for the sample. Sample design identifies the number of items to be included in the sample i.e., the size of the sample. 
Usually, sample design is determined before data collection. For this study, purposive sampling was used to select samples deliberately that was best enable to answer research question(s) and to meet objectives. This sample design was often used when working with very small samples such as in case study and when you wish to select cases that are particularly informative (Neumann, 2005).

3.5.2   Sample Size
When using samples, production of the sampling frame is the first step (White, 2002). Sampling frame is a list of all objects from which a sample is drawn, it is extremely important for the list to be representative of the population as possible (Kothari, 2004).

Table 3.1  :  Sample Size

	S/N
	Sampling frame
	Number
	Technique used
	Tool used

	1.
	Management Offices
	4
	Purposive sampling
	Questionnaires/

Interview

	2.
	NSSF Staffs
	100
	Random sampling
	Questionnaires

	Total
	
	104
	
	


Source: Researcher

Sample size of this study were four management offices which are directorate of operations, directorate of planning investments and projects, directorate of finance and directorate of actuarial and risk management out of 12 management offices .Out of 567 headquarter staffs, 100 staff  from NSSF were involved in the study.

The sample was used instead of the whole population because the sample is the representative of the population, it involved informative offices which enabled to provide secondary data and enable to learn most and to answer   research questions and finally to meet research objectives effectively. Also the sample was achievable at reasonable cost as compared to the whole population.

3.6   Variables and Measurement Procedures
Secondary data relating annual contributions collection performance, members’ low wages and high wages, annual members’ withdrawal, low and high complying employers, and annual operating and closed businesses were collected from NSSF relevant official reports. Independent variables that were used to collect data are members’ loss of job, members’ low wages, employers’ low compliance and closure of the businesses. Dependent variable was contributions collection performance. This secondary data collection method was precise to answer research questions and to meet research objectives since the data were reliable, adequate and appropriate for this research, also the method was less time consuming and relatively cheap, also nature, scope and object of enquiry involved data of five financial years from 2010/11 to 2014/15 which are already available. 

3.7    Methods of Data Collection
There were two types of data to be collected which are the Primary data and the Secondary data. These data were expected to supplement each other.

3.7.1  Primary Data

Primary data refers to the data a researcher obtains from the field that is a subject in the sample (Mugenda, 2003). Guest (2003) argues that a primary source of data provides the word of witness or first record of an event. They include a broad range of materials such as diaries, letters and other documents produced by the participants in an event. In this study, primary data were collected through the use of self administered questionnaires, in depth-interview, and direct observation. 

3.7.2  Secondary Data

During the study the researcher gathered further information through internet and reading various publications, reports from NSSF.  Researcher collected secondary data by reading regulations and laws used. This method influenced data collection since it involves researcher ability to access, select, record and analyze required data to meet research objectives 
3.8   Data Collection Methods

Three types of data collection methods were employed in this study. These included questionnaires, interview and direct observation.  

3.8.1  Questionnaire

The questionnaire method is the method that permits the use of a set of questions to collect data and carry out the social research. Kothari (2004) argues that a questionnaire consists of a number of questions printed or typed in a definite order on a form or set of forms. This method of data collection was used for collecting information from NSSF ordinary staff. 

3.8.2 Interview

Interview refers to the verbal interaction between interviewer and interviewee. This is designed to collect information, views and opinions from respondents (Kothari, 2004)..  Interviews were used to top management from NSSF.
3.9   Reliability and Validity of data

3.9.1 Reliability of data 

Reliability defined as the extent to which results are consistent overtime (Saunders, Lewis & Thornhill, 2012). Reliability has to do with accuracy and precision of measurement procedures. Reliability refers to the extent to which data collection techniques or analysis procedures used yield consistent findings. Therefore the researcher constructed questionnaires himself and supervisor approved them, the data collection instrument interview guide was pretested to a few selected NSSF employees to test their responses, with the aim of testing the reliability and validity of the instruments. Testing the acceptance  and  efficiency of  the data  collection  instruments  before  actual  data  collection and understanding  of the questions in  the instruments is of paramount for any  research work. The comments, views and suggestions from pretesting exercise were used to modify the instrument before actual data collection to the 104 respondents.

Furthermore, the study calculated the Cronbanch's Alpha to test the reliability of the data. In this study Cronbanch's Alpha test was used to assess the reliability of the scale where a cut-off point of 0.70. was used and therefore the researcher used a 20-question questionnaire to measure the effects of unemployment on the contributions collection performance of NSSF. (Note that a reliability coefficient of .70 or higher is considered “acceptable” in most social science research situations.)

3.9.2   Validity of Data
Validity implies applicability and usefulness of the data obtained through such reliable design and all the way to conclusive findings, hence if the available data are found to be unsuitable they should not be used by the researcher (Kothari, 2004)
3.10
Data Analysis 
During field work at the end of each day questionnaires were reviewed; this provided a room for identifying any errors. Data were double entered in an electronic form and specially designed computer checks were utilized to identify data errors. Analysis is the process of turning data into information (Lancaster, 2005).Thereof this part involves summarization, classification and identification of the collected data. Also statistical and logical techniques were used to describe, organize, summarize, compare the data collected and divide them into small manageable portions.  
CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND DISCUSSION OF THE FINDINGS
4.1    Introduction

Data gathered from the field are presented and analyzed, then the findings are organized and discussed according to the themes corresponding to each research task accompanied with questions. The research questions were answered by using the information collected through interviews and direct observations.

4.2    Response Rate 

The sample size of 104 respondents was included for the study in which 100 respondents were ordinary employees and 4 were top management officials. Out of the 104 questionnaires and interview conducted to the respondents, 102 responses equal to 98.1% were obtained from the questionnaires and interviews conducted to ordinary and top management officials from NSSF.

4.3   Presentation of the Study Findings
The characteristics of the respondent were based on sex, age distribution, education level, duration of employment and working experience. 

4.3.1 Gender of Respondents
The question was asked to the respondents about their age. The findings show that 56(53.8%) of respondents were female and 48(46.2%) of respondents were male as shown in table 4.1. The findings from table 4.1 indicate that the difference between males and females was not high as 53.8% of respondents were females and 46.2% of respondents were males. This implied that National Social Security Fund (NSSF) is trying to ensure gender balance among its employees. Gender balance has been considered to be a responsibility for every individual, institution, organization and governments in all aspects of life that is to say socially, economically, politically and culturally. While the government is struggling much to ensure gender balance in education matters, political issues by setting aside special seats for women in parliament also NSSF is supporting this notion by ensuring gender balance when providing employment. NSSF has no employment biasness because it considers qualifications and then gender balance is considered among those qualified personnel. 

Table 4.1  :   Gender of Respondents

	Gender
	Frequency (N)
	Percent (%)

	Valid
	Male
	48.0
	46.2

	 
	Female
	56.0
	53.8

	 
	Total
	104.0
	100.0


Source:  Researcher
4.3.2 Age of Respondents
The question was posed to the respondents about their age. The findings show that 32(314%) of respondents were aged between 36-45 years, 29(28.4%) of respondents were aged between 26-35, 22(21.6%) of respondents were aged between 46-55 years, 15(14.7%) of respondents were above 55 years and 4(3.9%) of respondents were aged between 18-25 years. (Table 4.2) The findings from table 4.2 show that most participants in this study were between 26-55 years old as 81.4% of respondents revealed. This implied that a number of respondents belong to working labor force age group that can increase levels of service delivery and make a serious follow up to employers seeking monthly employees contribution to the National Social Security Fund (NSSF) when there is a delay of employers to submit contributions in time. Contributions may either be statutory or voluntary, statutory contribution requires every registered employer to remit to NSSF 20% of the employees’ gross salary as joint contribution between the employer and the employee (NSSF Operations guide, 2013) while voluntary contribution involves members from schemes such as hiari,wakulima ,wavuvi and madini which requires member to remit Shs.20,000 each month as minimum but can pay more according to his or her wish (NSSF 50th anniversary publication 2014).

Table 4.2  :  Age of Respondents

	Age
	Frequency (N)
	Percent (%)

	Valid
	18-25
	4.0
	3.9

	 
	26-35
	29.0
	28.4

	 
	36-45
	32.0
	31.4

	 
	46-55
	22.0
	21.6

	 
	Above 55
	15.0
	14.7

	 
	Total
	102.0
	100.0


Source:  Researcher
4.3.3  Education of Respondents
The respondents were asked about their education. The findings show that 64(62.7%) of respondents were degree holders, 31(30.4%) of respondents were post graduate, 6(5.9%) of respondents were diploma holders and 1(1.0%) of respondents was certificate holder. See table 4.3). The findings from table 4.3 indicate that the majority of participants in this study had a high level of education as 64(62.7%) of respondents were degree holders and 30.4% of respondents were postgraduate level. This implied that NSSF can perform well since its workers possess high level of education that enables them to be creative and perform according to their professional skills. NSSF as a successor to the defunct National Provident Fund (NPF) since 1997 has become the leading social security provider in Tanzania in terms of members’ coverage and benefits offered due skilled personnel who are able to compete with opponents through creativity, accountability, integrity and working as a team. High education among NSSF staff has enabled them to set proper ways collecting contributions from employers and members and these contributions are then invested with the promise to pay members pension which expresses all long term benefits paid periodically to a retired member, invalid persons and survivors of the deceased member to replace the loss of income resulting from old age, disability or death (NSSF Operation guide, 2013).

Table 4.3  :   Education of Respondents

	 
	 Education
	Frequency (N)
	Percent (%)

	Valid
	Certificate
	1
	1.0

	 
	Diploma
	6
	5.9

	 
	Degree
	64
	62.7

	 
	Post graduate
	31
	30.4

	 
	Total
	102
	100.0


Source:  Researcher
4.3.4  Members’ loss of Job and the Contribution Collection Performance of NSSF
The first objective from the study aimed at finding the relationship between members loss of Job and the Contribution Performance of NSSF, the respondents were asked various questions that were intending to reach at above specific objective as they are indicated below with their responses (Table 4.4).
4.3.5   :  Types of Pension Funds
The question was posed to the respondents on the type of pension funds available in Tanzania. The finding show that 87(81.3%) of respondents said NSSF followed by 60(56.1%) of respondents who said PSPF, 51(47.7%) of respondents said PPF, 48(44.9%) of respondents said LAPF and 47(43.9%) of respondents said GEPF see table 4.4. The findings from the table 4.4 show that most participants knew various social funds operating in Tanzanian as 81.3% of respondents revealed. 

Table 4.4  :  Types of Pension Funds
	Types of pension funds
	Frequency (N)
	Percent (%)
	Total

	NSSF
	87
	81.3
	107

	PSPF
	60
	56.1
	107

	PPF
	51
	47.7
	107

	LAPF
	48
	44.9
	107

	GEPF
	47
	43.9
	107


Source:  Researcher
4.3.6 The Aim of Pension Funds
The question was posed to the respondents whether they know the major aim of pension funds. The finding show that 102(100%) of respondents agree of knowing the main aim of pension funds. (See Table 4.5). The findings from table 4.5 indicate that all participants of this study knew the aim Social Funds as 100% of respondents revealed. 
Table 4.5   :   The Aim of Pension Funds
	 The aim of Pension Funds
	Frequency (N)
	Percent (%)

	Valid
	Yes
	102.0
	100.0

	 
	No
	0.0
	0.0

	 
	Total
	102.0
	100.0


Source:  Researcher
4.3.7  Member’s loss of jobs and contribution collection 
The respondents were asked if there is a relationship between member’s loss of jobs and contribution collection performance of NSSF. The findings show that 86(84.3%) of respondents agree that there is a relationship between member’s loss of jobs and contribution collection performance of NSSF and 16(15.7%) of respondents said there is no relationship between member’s loss of jobs and contribution collection performance of NSSF (Table 4.6). The findings from table 4.6 show that a big number of participants agreed that there was a relationship between members’ loss of jobs and contribution collection performance of NSSF as 86(84.3%) of respondents revealed. 

Table 4.6  :   Member’s loss of jobs and contribution collection
	Relationship between member’s loss of jobs
	Frequency (N)
	Percent (%)

	Valid
	Yes
	86.0
	84.3

	 
	No
	16.0
	15.7

	 
	Total
	102.0
	100.0


Source:  Researcher
4.3.8  High rate of members’ loss of jobs 
The question was asked to the respondents if high rate of members’ loss of jobs leads to low contributions collection performance of NSSF. The findings show that 60(58.8%) of respondents were strongly agree that high rate of members’ loss of jobs leads to low contributions collection performance of NSSF, 20(19.6%) of respondents agreed, 14(13.7%) of respondents disagree and 8(7.8%) of respondents were strongly disagree (Table 4.7). The findings from table 4.7 indicate that most of participants agreed that high rate of members’ loss of jobs leads to low contributions collection performance of NSSF. 
Table 4.7  :  High Rate of Members’ Loss of Jobs 
	 High rate of members’ loss of jobs
 
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	60
	58.8

	 
	Agree
	20
	19.6

	 
	Disagree
	14
	13.7

	 
	Strongly disagree
	8
	7.8

	 
	Total
	102
	100.0


Source:  Researcher
4.3.9 Upward trend of members’ withdrawal 

The question was posed to the respondents if there is upward trend of members’ withdraw from NSSF. The findings reveals that 60(58.8%) of respondents agree that there is upward trend of members’ withdraw from NSSF, 25(24.5%) of respondents were strongly agree, 12(11.8%) of respondents disagree and 5(4.9%) of respondents were strongly disagree (Table 4.8). The findings from table 4.8 indicate that most of participants of this study agreed that there was upward trend of members’ withdraw from NSSF as 85(83.3%) of respondents revealed. 
Table 4.8  : There is upward trend of members’ withdraw from NSSF

	Upward trend of members’ withdraw
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	25
	24.5

	 
	Agree
	60
	58.8

	 
	Disagree
	12
	11.8

	 
	Strongly disagree
	5
	4.9

	 
	Total
	102
	100.0


Source:  Researcher 
 4.3.10  Withdrawal cases 

The respondents were asked if withdrawal cases occur due to members’ loss of jobs. The findings reveals that 79(77.5%) of respondents agree that withdraw cases occur due to members’ loss of jobs and 23(22.5%) of respondents disagree that withdraw cases occur due to members’ loss of jobs (See Table 4.9). The findings from table 4.9 show that cases of withdrawal occur due to members’ loss of jobs as77.5% argued. 

Table 4.9  :  Withdrawal cases

	 Withdrawal cases
	Frequency (N)
	Percent (%)

	Valid
	Yes
	79.0
	77.5

	 
	No
	23.0
	22.5

	 
	Total
	102.0
	100.0


Source:  Researcher 
4.3.11  High rate of unemployment 

The question was asked to the respondents if high rate of unemployment in the country affects the contribution collection of pension funds. The findings show that 92(90.2%) of respondents agree that high rate of unemployment in the country affects the contribution collection of pension funds and 10(9.8%) of respondents said that high rate of unemployment in the country does not affect the contributions collection of pension funds (See table 4.10). The findings from table 4.10 show that the high rate of unemployment affects the contribution of pension funds as 92(90.2%) of respondents revealed. 

Table 4.10  :   High rate of unemployment 

	High rate of unemployment 
	Frequency (N)
	Percent (%)

	Valid
	Yes
	92.0
	90.2

	 
	No
	10.0
	9.8

	 
	Total
	102.0
	100.0


Source:  Researcher
4.4 Low Wages 
To attain this objective, respondents were asked several questions that were intended to depict the extent Low Wages Affect Contributions Collection Performance of NSSF

. 

4.4.1 Low Wages 

The question was asked to the respondents if Low wages affect contributions collection performance of NSSF. The findings show that 89(87.3%) of respondents agree that Low wages affect contributions collection performance of NSSF and 13(12.7%) of respondents disagree that Low wages affect contributions collection performance of NSSF (Table4.11). The findings from table 4.11 show that low wages affect contributions collection performance of NSSF as 87.3% said. 

Table 4.11  :  Low Wages 

	 Low Wages Affect Contributions
	Frequency (N)
	Percent (%)

	Valid
	Yes
	89.0
	87.3

	 
	No
	13.0
	12.7

	 
	Total
	102.0
	100.0


Source:  Researcher
4.4.2 The Higher the Wages 
The question was asked to the respondents if higher the wages the higher the contribution amount of NSSF and the vice versa. The findings show that 61(59.8%) of respondents were strongly agree that the higher the wages the higher the contribution amount of NSSF and the vice versa, 32(31.4%) of respondents agree, 6(5.9%) of respondents disagree and 3(2.9%0 of respondents were strongly disagree that The higher the wages the higher the contribution amount of NSSF and the vice versa (Table 4.12). The findings from table 4.12 indicate that the higher the wages the higher the contribution amount of NSSF and the vice versa as 93(91.2%) of respondents revealed. 

Table 4.12  :. The Higher the Wages
	 The higher the wages
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	61
	59.8

	 
	Agree
	32
	31.4

	 
	Disagree
	6
	5.9

	 
	Strongly disagree
	3
	2.9

	 
	Total
	102
	100.0


Source:  Researcher
4.4.3 Firms pay low wages 

The question was asked to the respondents if firms pay low wages to reduce labour costs associated with pension contribution. The findings show that 52(51%) of respondents agree that firms pay low wages to reduce labour costs associated with pension contribution, 33(32.4%) of respondents were strongly agree, 12(11.8%) of respondents disagree and 5(4.9%) of respondents were strongly disagree (Table 4.13). The findings from table 4.13 indicate that firms pay low wages so as to reduce labour costs associated with pension contribution as 85(83.4%) of respondents revealed. 

Table 4.13  :   Firms pay low wages 
	 Firms pay low wages
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	33
	32.4

	 
	Agree
	52
	51.0

	 
	Disagree
	12
	11.8

	 
	Strongly disagree
	5
	4.9

	 
	Total
	102
	100.0


Source:  Researcher 
4.5 Employers’ Low Compliance
Third objective aimed at finding if Employers’ Low Compliance has Affected the Contributions Collection Performance of NSSF The question below were asked to fulfill the need for the entire objective

4.5.1 The amount payables 

The respondents were asked to the respondents on the amount payable for social security contribution influences compliance with regulations. The findings show that 89(87.3%) of respondents agree that the amount payable for social security contribution influences compliance with regulations and 13(12.75) of respondents said the amount payable for social security contribution does not influence compliance with regulations (Table 4.14). The findings from table 4.14 indicate that most of participants agreed that amount payable for Social Security contributions influences compliance with regulations as 89(87.3%) of participants said. 

Table 4.14  :  The amount payables 
	 The amount payables
	Frequency (N)
	Percent (%)

	Valid
	Yes
	89.0
	87.3

	 
	No
	13.0
	12.7

	 
	Total
	102.0
	100.0


Source:  Researcher
4.5.2 Penalty for delaying
The question was posed to the respondents if penalty for delaying to submit contributions reduce low compliance. The findings show that 55(53.9%) of respondents agree that penalty for delaying to submit contributions reduce low compliance followed by 34(33.3%) of respondents were strongly agree, 9(8.8%) of respondents disagree and 4(3.9%) of respondents were strongly disagree (table 4.15). The findings from table 4.15 indicate that penalty for delaying to submit contributions reduce low compliance as 89(87%) of respondents revealed. 
Table 4.15  :  Penalty for delaying 

	 Penalty for delaying
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	34
	33.3

	 
	Agree
	55
	53.9

	 
	Disagree
	9
	8.8

	 
	Strongly disagree
	4
	3.9

	 
	Total
	102
	100.0


Source:  Researcher
4.5.3 Some employers do not comply due to lack of knowledge
The question was posed to the respondents if some employers do not comply due to lack of knowledge about the period of payment, contributions rate and contribution base (basic wage/gross wage). The findings show that 65(63.7%) of respondents agreed that some employers do not comply due to lack of knowledge about the period of payment, contributions rate and contribution base (basic wage/gross wage) followed by 27(25.5%) of respondents were strongly agree, 6(5.9%) of respondents were disagree and 4(3.9%) of respondents were strongly disagree(Table 4.16). The findings from table 4.16 indicate that a big number of participants agreed that some employers do not comply due to lack of knowledge about the period of payment, contributions rate and contribution base (basic wage/gross wage) as 92(90.2%) of respondents revealed. 

Table 4.16  :   Some employers do not comply due to lack of knowledge 

	  Lack of knowledge
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	27
	26.5

	 
	Agree
	65
	63.7

	 
	Disagree
	6
	5.9

	 
	Strongly disagree
	4
	3.9

	 
	Total
	102
	100.0


Source:  Researcher (2016)

4.5.4 The lower the compliance 

The question was asked to the respondents if the lower the compliance the lower the contribution collection performance of NSSF and the vice versa. The findings show that 78(76.5%) of respondents agree, 10(9.8%) of respondents disagree, 9(8.8%) of respondents were strongly agree and 5(4.9%) of respondents were strongly disagree. (See table 4.17). The findings from table 4.17 indicate that most of participants agreed that the lower the compliance the lower the contribution collection performance of NSSF and the vice versa as 87(85.3%) of the participants said. 

Table 4.17  :   The Lower the Compliance 
	 The lower the compliance
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	9
	8.8

	 
	Agree
	78
	76.5

	 
	Disagree
	10
	9.8

	 
	Strongly disagree
	5
	4.9

	 
	Total
	102
	100.0


Source:  Researcher
4.5.5 Poor follow up and inspection of employers 

The respondents were asked if poor follow up and inspection of employers by NSSF staff is one of the main reasons for low compliance. The findings indicated that 78(76.5%) of respondents agree that 78(76.5%) of respondents were strongly agree that poor follow up and inspection of employers by NSSF staff is one of the main reasons for low compliance followed by 12(11.8%) of respondents who agrees, 11(10.8%) of respondents disagree and 1(1%) of respondent was strongly disagree (Table 4.18). The findings from table 4.18 show that most of participants argued that poor follow up and inspection of employers by NSSF staff is one of the main reasons for low compliance as 90(88.3%) of respondents revealed. 

Table 4.18  :   Poor follow up and inspection of employers

	 Poor follow up and inspection of employers
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	78
	76.5

	 
	Agree
	12
	11.8

	 
	Disagree
	11
	10.8

	 
	Strongly disagree
	1
	1.0

	 
	Total
	102
	100.0


Source:  Researcher
4.5.6 There are legal actions taken 

The question was asked to the respondents if there is legal actions taken to employers who do not submit NSSF members contributions. The findings show that 98(96.1%) of respondents agree that there are legal actions taken to employers who do not submit NSSF members contributions and 4(3.9%) of respondents said there is no legal actions taken to employers who do not submit NSSF members contributions as shown in Table 4.19. The findings from table 4.19 indicate that a large number of participants of this study agreed that there are legal actions taken to employers who do not submit NSSF members contributions as 98(96.1) of respondents said. 

Table 4 19  : There are legal actions taken 

	Legal actions taken
	Frequency (N)
	Percent (%)

	Valid
	Yes
	98.0
	96.1

	 
	No
	4.0
	3.9

	 
	Total
	102.0
	100.0


Source:  Researcher
4.6 The Extent Closure of Business 
Forth objective from this study intended to find out the extent closure of business affects the contributions collection performance of NSSF. The following question was asked as per the objective.

4.6.1 Closure of businesses in the country 

The question was asked to the respondents if closure of businesses in the country leads NSSF members to lose jobs. The findings from the respondents show that 69(67.6%) of respondents agree that closure of businesses in the country leads NSSF members to lose jobs followed by 14(13.7%) of respondents who were strongly agree, 11(10.8%) of respondents disagree and 8(7.8%) of respondents were strongly disagree (Table 4.20). The findings from table 4.20 indicate that a big number of participants agreed that closure of businesses in the country leads NSSF members to lose jobs. 

Table 4.20  :  Closure of businesses in the country leads NSSF members to lose jobs

	 Closure of businesses
	Frequency (N)
	Percent (%)

	Valid
	Strongly agree
	14
	13.7

	 
	Agree
	69
	67.6

	 
	Disagree
	11
	10.8

	 
	Strongly disagree
	8
	7.8

	 
	Total
	102
	100.0


Source:  Researcher
4.6.2 Low level of economic activities
The question was asked to the respondents on the low level of economic activities is the reason for business closure. The findings reveal that 74(72.%%) of respondents agree that Low level of economic activities is the reason for business closure and 11(10.8%) of respondents said no that is low level of economic activities is not the reason for business closure (Table 4.21). The findings from table 4.21 show that many participants agreed that low level of economic activities is the reason for business closure as 74(72.5%) of respondents indicated. 

Table 4.21  :  Low level of economic activities 

	 Low level of economic activities
	Frequency (N)
	Percent (%)

	Valid
	Yes
	74.0
	72.5

	 
	No
	11.0
	10.8

	 
	I don’t know
	17.0
	16.7

	 
	Total
	102.0
	100.0


Source:  Researcher
4.6.3 The most preferable way for learning  
The question was posed to the respondents on the most preferable way for learning through about social security funds. The findings show that 82(80.4%) of respondents agree that radio is the most preferable way for learning through about social security funds followed by 55(53.9%) of respondents who said newspaper, 44(43.1%) of respondents said seminar, 42(41.2%) of respondents said television, 39(38.25) of respondents said leaflets and 24(23.5%) of respondents said public rallies (Table 4.22). The findings from table 4.22 indicate that there were various ways for learning through about social security funds but radios being the leading one as 82(80.4%) of respondents revealed. 
Table 4.22  : The most preferable way for learning

	Response
	Frequency (N)
	Percent (%)
	Total

	Radios
	82
	80.4
	102

	Newspapers
	55
	53.9
	102

	Seminars
	44
	43.1
	102

	Television
	42
	41.2
	102

	Leaflets
	39
	38.2
	102

	Public rallies
	24
	23.5
	102


Source:  Researcher (2016)

4.7 Discussions of Findings

4.7.1 Discussion on  members’ loss of Job and the Contribution Collection
 It was found that Social Security Funds are more important in saving employees during their age of retirement since employees fail to make preparation for their life after retirement. Social Funds play a great role in helping retired persons to live a better life. This is the one among many reasons why various governments support the initiation of Social Security Funds and encourage workers to seek membership. A study of World Bank (2005) shows that formal contributory pension programs are conducted in a sample of 37 African countries including Tanzania. In Argentina for example a progressive reduction in employers’ contributions of 15% of gross wages is being taken. Also in Chile self employed contribute to Social Funds voluntarily (Rofman & Demarco, 1999). This indicates that Social Funds have been initiated in many countries.
Social Security Funds have the same goal that is to help members to live a better life after retirement. Also this means that Social Security Funds give education about their goals and objectives which makes public aware and informed. Seminars about the importance of being a member of NSSF are done, advertisements go on air to public eye and ear about products of NSSF through mass media, for the financial year 2013/14 a total of Tzs 1,166,214,000 was budgeted for seminars and Tzs 550,000,000 was budgeted for public educations of NSSF functions, products and services (NSSF Plan and    Budget, 2013/14). 

With regard to survival of Social Security Funds,  Social Security Funds depend much on members’ contribution to fulfill their operations. For example, every registered employer has to pay to NSSF 20% of the employees’ gross salary as joint contribution between the employer and the employee (NSSF Operations guide 2013). Also there are voluntary contribution that involves members from schemes such as wakulima, wavuvi  etc which require members to submit Shs.20,000 each month as minimum but can pay more according to his or her wish ( NSSF 50th anniversary publication,2014). This procedure can be affected directly if members of Social Security Funds lose their jobs. 

On the other hand NSSF can get high contributions only when many people become employed and seek membership. When members lose their jobs automatically the contribution collection performance of NSSF must drop and situation applies to any pension fund. According to Danish trade union (2014) labor market profile of Uganda shows that Uganda lags behind on social security compared to its East African neighbours, with membership coverage of equivalent to 1.3%  of the population as of June 2011 and this made a low contribution of equivalent to 1.3% of GDP. This report emphases existence of low contribution performance in African countries which is closely related to poor membership coverage, since most of the contributors are employees in the formal sectors who form  small part of the labor force and leaving large group of unemployed with no source of income to contribute.  Some African countries don’t exceed 19.2% of their working population coverage (World Bank 2005). This shows that loss of unemployment leads to poor contribution collection performance.

It was found that much loss of jobs among NSSF members. Mwerinde (2013) in his paper about challenges facing NSSF and members amid government failure to confine withdrawal, through NSSF corporate plan 2009 revealed that number of withdrawals increase by 150% in 2009 only. According to Dau (2012) failure of the government to expel this benefit has a negative impact to members in a very near future when social security schemes will no longer be able to take care of the members withdrawn earlier who are now old and have no social security. Most of the withdrawal cases occur after members being unemployed to replace income losses and therefore affects ability of NSSF to offer better services to present members following huge amounts paid to withdrawal claimants. NSSF Annual report 2008/09 revealed 54,647 members lodged withdrawal claims in 2008/09 only, where TZS 71,021,142,000.00 was paid out.

NSSF incurs unintended costs due to withdrawers who suffer unemployment after losing their jobs. Most of the withdrawal cases occur after members being unemployed to replace income losses and therefore affects ability of NSSF to offer better services to present members following huge amounts paid to withdrawal claimants. NSSF Annual report 2008/09 revealed 54,647 members lodged withdrawal claims in 2008/09 only, where TZS 71,021,142,000.00 was paid out. This kind of sudden payment which occurs before the intended period has got serious consequences on better performance of NSSF in  service delivery.
It was noted that unemployment is not only a problem to individuals who suffer that situation but also to Social Security Funds which intend to collect contributions from members who are employed. Unemployment is a great problem as Browning and Crossley (2001) states that families with an unemployed worker have consumption 16% lower after six months of unemployment, but 24% lower if the sole worker in the family became unemployed relative to those who do not lose employment. This means that a decline of income and consumption due to unemployment accounts for   a drop in the living standards which is experienced through the decline in spending and the rise of falling into debt problems. Also Holtz Horn and Zukin (2010) showed that the long term unemployed forces people to keep on borrowing money from friends which spend down savings and missed mortgage or rent payments. 

4.7.2 Discussion about the Low Wages 

It was noted that that loss of jobs among NSSF members is a great problem that hinders the development of the scheme.  Rosenfeld (1992) documented long term reductions in career prospects for job losers resulting in lower wage growth over time. These findings show that when unemployment persists, reservation wages will decline as well as workers expectations will degrade. (Karl Marx,1956) argues that within unstable capitalist system where labor market is determined by demand and supply forces the employers tend to keep a reserve army of labor that fight themselves at lower and lower wages through creating a downward pressure on wages and eventually low wages  prevail in the labor market. And therefore Classical view suggests that interferences cause unemployment and low wages prevails within unstable capitalist system due to unemployment. Consequently, the low wages will determine the amount of contributions to be deducted for old age pension. Tanzania has 68 per cent of the population of young people aged between 15 to 35 years (National Bureau of Statistics, 2011).The estimates of employed persons for year 2011 are 2,368,672 persons which is equivalent to 10.7% of the labor force population (National Bureau of Statistics, 2011).

However, the contributions to NSSF depend much on availability of employment with high wages. Contributions may either be statutory or voluntary, statutory contribution requires every registered employer to remit to NSSF 20% of the employees’ gross salary as joint contribution between the employer and the employee (NSSF Operations guide, 2013) while voluntary contribution involves members from schemes such as “hiari, wakulima ,wavuvi and madini” which requires member to pay Tzs 20,000 each month as minimum but can pay more according to his or her wish ( NSSF 50th anniversary publication, 2014). Members with high wages contribute much as twenty percent of sh. 3million cannot be the same with the percentage of sh. 400,000.00. Therefore employed persons with higher wages contribute much than those of low wages

Firms create an environment for paying low wages so as to reduce costs since a certain firm/employer has to contribute a half of each employee. For example every registered employer has to pay to NSSF 20% of the employees’ gross salary. This means that an employee contributes 10% and his/her employer add on 10% to get a total of 20% (Karl Marx 1956) argues that within unstable capitalist system where labor market is determined by demand and supply forces the employers tend to keep a reserve army of labor that fight themselves at lower and lower wages through creating a downward pressure on wages and eventually low wages prevail in the labor market. Low wages always determine the amount of contributions to be deducted for old age pension from monthly salary of the members of Social Security Funds.

4.7.3 Discussion on the Employers’ Low Compliance 

It was found that benefits payables such as monthly pension and terminal lumpsum pension after retirement to insured persons provide incentives for employers and employees to comply. Also compliance can occur when employers are well mobilized and create a habit of paying collected contributions for Social Security as a status quo. According to Rofman & Demarco (1999) compliance seems to be higher in Chile due to a stronger tradition of tax compliance and hence the self employed contribute voluntarily.

Employers fear to incur unnecessary costs that reduce their profits. When an employer is taken to court due to the delay of submitting his/her employees’ contribution, can be forced to pay the penalty and also this situation can affect the reputation of the firm. With this regard sometimes employers remit contributions deductions of their employees timely due to fearing penalty hence comply with Social Security principles and regulations. This means that there should be various strategies that must be used to encourage or enforce employers/ firms to pay social security contributions of their employees and education should be provided regularly in order to ensure compliance among stakeholders becomes their status quo.

It was prominent that a big number of participants agreed that some employers do not comply due to lack of knowledge about the period of payment, contributions rate and contribution base (basic wage/gross wage) as 92(90.2%) of respondents revealed. This implied that there was lack of awareness among employers and this situation was realized by NSSF management and tried to take action to resolve it.  The scheme decided to organize seminars about the importance of being a member of NSSF by disseminating information to educate people and them aware through advertisements that go on air to public eye and ear about  NSSF and mass media.  This is due to the fact that lack of knowledge can hinder compliance among NSSF members to avoid such situation the scheme has set the budget for seminars and public education as stated in financial year 2013/14 that a total of tzs 1,166,214,000 was budgeted for seminars and tzs 550,000,000 was budgeted for public educations of NSSF functions, products and services (NSSF Plan and Budget, 2013/14). 

A big number of respondents were aware that high contribution can only be obtained when there is compliance between NSSF and employers. Also low compliance has negative consequences as it reduces the contributions from employers as stated in Rofman and Demarco (1999) that Collection performance of social security contributions in many countries is plagued by poor compliance and weak, inefficient administration .High contributions rates is reported to be among the factors which causes poor compliance of both ,employers and employees regardless of the best systems of collection and control where in some countries the contribution rates exceed 25% of gross earnings. However, In Argentina for example a progressive reduction in employers’ contributions of 15% of gross wages since 1995 has not increased collection performance. Poor contribution is among the problems and challenges of pension fund in Nigeria (Chidozie, 2012) and the National pension fund scheme on the contributory aspect of the scheme still witnesses low contribution from workers due to low compliance.

On the other hand, there was inactive and laziness among NSSF members that lead the decline of compliance among employers. Reminding peoples on agreed principles and regulations always is very important in ensuring compliance among partnerships/stakeholders. There should be serious follow up by NSSF staffs and inspection of employers since some of them consider security contributions for their employees as loss that minimizes their profits. Contributions may either be statutory or voluntary. Statutory contribution requires every registered employer to remit to NSSF 20% of the employees’ gross salary as joint contribution between the employer and the employee (NSSF Operations guide, 2013).  This means that NSSF responsible officials should make thoroughly follow ups and inspection to ensure all employers submit a total monthly deductions of 20% from gross wages of their employees timely and keep records properly.

Nevertheless, NSSF being a Social Security Fund which was legally initiated by the Act of Parliament No. 28 of 1997 as a successor to the defunct National Provident Fund (NPF) is operating under certain regulations whereby it has a mandatory to take legal actions against any registered member who does not comply. This enables the scheme to achieve its objectives where one of them is to collect contributions from employers and members, these contributions are then invested with the promise to pay members pension, which expresses all long term benefits paid periodically to a retired member, invalid persons and survivors of the deceased members to replace the loss of income resulting from old age, disability or death (NSSF Operation guide, 2013).

4.7.4 Discussion on the Extent Closure of Business 

It was found that NSSF needs employee when there are customers to serve. Customers of NSSF are the employers who register their firms to become NSSF members with the aim of submitting monthly deduction contributions of their employees for old pension. NSSF staff could have activities to perform when these employers are operating their business but when the business be closed this would mean that loss of employment among NSSF members. Keynes (1936) states that closure of plants lead to unemployment which may lead to multiplier effects such as decline of production activities, loss of income and consumption. According to Keynesian view of unemployment it is obvious insufficient aggregate demand will lead to low production due to low spending, hence closure of plant or firing some workers to match production. Business closure would mean unemployment and loss of income and consumption that limits contributions for social security.

It was also noted that firms/employers can only survive when there are stable economic activities in the country. Keynes (1936) states that closure of plants lead to unemployment which may lead to multiplier effects such as decline of production activities, loss of income and consumption. According to Keynesian view of unemployment it is obvious insufficient aggregate demand will lead to low production due to low spending, hence closure of plant or firing some workers to match production. Business closure would mean unemployment and loss of income and consumption that limits contributions for social security.

Social Security Funds try to provide education to the public through different sources by setting aside enough budgets for it. For example NSSF as one among social security fund in Tanzania conducts seminars about the importance of being a member of NSSF are done, advertisements went on air to public eyes and ears about products of NSSF through mass media. According to the financial year 2013/14 a total of tzs 1,166,214,000 was budgeted for seminars and Tzs 550,000,000 was budgeted for public educations of NSSF functions, products and services (NSSF Plan and    Budget, 2013/14). 

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents and discusses research findings from observation, interviews and questionnaires, then provides recommendations and conclusions on the effects of unemployment on the contributions collection performance of NSSF. The discussion was based on major research questions articulated in chapter one.

5.2 Summary of the main findings

The study aimed at analyzing the effects of unemployment on the contributions collection performance of NSSF.  In this study the researcher adopted the following specific objectives, to determine the relationship between members loss of job and the contributions collection performance of NSSF, to analyze if members low wages affect the contributions collection performance of NSSF, to evaluate whether employers’ low compliance has effect on the contributions collection performance of NSSF, to identify the extent closure of businesses affects the contributions collection performance of NSSF.

The researcher reviews various sources of information written and presented by different scholars about the importance and effect of unemployment on the pension funds.  Review of related literature such as in text books, journals, and internet sources have been done. All these sources provided necessary background to the study, there after the research gap was identified.
A research design which adopted a case study research design was used to a population of NSSF. The study included 102 respondents whereas employees and customers were included, sampling techniques and methods of data collection (Primary data and secondary data) tables were drawn by using special program known as SPSS. The researcher presented analysis and discussed the findings of the study. This chapter segmented into four objectives based to the study. 

5.2.1 Members’ loss of Job and the Contribution Collection .
Based on the objectives the summary of findings from the first objective was presented below, the finding from the table 4.4 show that most participants knew various social funds operating in Tanzanian as 81.3% of respondents revealed like wise table 4.5 indicate that all participants of this study knew the aim Social Funds as 100% of respondents revealed. The findings from table 4.6 show that a big number of participants agreed that there was a relationship between members’ loss of jobs and contribution performance to NSSF as 86(84.3%) of respondents revealed also findings from table 4.7 indicate that most of participants agreed that high rate of members’ loss of jobs leads to low contributions collection performance of NSSF. The findings from table 4.8 indicate that most of participants of this study agreed that there was upward trend of members’ withdraw from NSSF as 85(83.3%) of respondents revealed and the findings from table 4.9 show that case of withdraw occur due members’ loss of jobs as77.5% argued. The findings from table 4.10 show that the high rate of unemployment affects the contribution of pension funds as 92(90.2%) of respondents revealed. 

5.2.2 Low Wages 

The findings from table 4.11 show that low wages affect contributions collection performance of NSSF as 87.3% said, loss of jobs among NSSF members is a great problem that hinders the development of the scheme however, the findings from table 4.12 indicate that the higher the wages the higher the contribution amount of NSSF and the vice versa as 93(91.2%) of respondents revealed. The findings from table 4.13 indicate that firms pay low wages so as to reduce labour costs associated with pension contribution as 85(83.4%) of respondents revealed, firms create an environment for paying low wages so as to reduce costs since a certain firm/employer has to contribute a half of each employee.
5.2.3 Employers’ Low Compliance
The findings from table 4.14 indicate that most of participants agreed that amount payable for Social Security contributions influences compliance with regulations as 89(87.3%) of participants said and table 4.15 indicate that penalty for delaying to submit contributions reduce low compliance as 89(87%) of respondents revealed as employers fear to incur unnecessary costs that reduce their profits. The findings from table 4.16 indicate that a big number of participants agreed that some employers do not comply due to lack of knowledge about the period of payment, contributions rate and contribution base (basic wage/gross wage) as 92(90.2%) of respondents revealed. The findings from table 4.17 indicate that most of participants agreed that the lower the compliance the lower the contribution collection performance of NSSF and the vice versa as 87(85.3%) of the participants said but the findings from table 4.18 show that most of participants argued that poor follow up and inspection of employers by NSSF staff is one of the main reasons for low compliance as 90(88.3%) of respondents revealed and the findings from table 4.19 indicate that a large number of participants of this study agreed that there are legal actions taken to employers who do not submit NSSF members contributions as 98(96.1) of respondents said.
5.2.4 The Extent Closure of Business affects Collection 

The findings from table 4.20 indicate that a big number of participants agreed that closure of businesses in the country leads NSSF members to lose jobs as NSSF needs employee when there are customers to serve. The findings from table 4.21 show that many participants agreed that low level of economic activities is the reason for business closure as 74(72.5%) of respondents indicated and the findings from table 4.22 indicate that there were various ways for learning through about social security funds but radios being the leading one as 82(80.4%) of respondents revealed. 

5.3 Implications of the Findings

Research findings have shown that unemployment can be detrimental factor in improving the contributions collection performance of pension funds. Findings of the study suggested that there should be investment friendly policies which create employment opportunities and therefore registration of employees with pension fund of choice resulting to improving contributions collection performance of pension funds in general. 
The study implies that NSSF managers should be aggressive but friendly to ensure employers compliance. Any form of non compliance should be identified and followed up to make sure that employers remit contributions as required. Managers should always provide incentives and rewards their potential employers in a variety of incentives packages such as acknowledgement by letters or e-mail and others. Similarly, recognition can also be extended to NSSF staffs responsible in various forms based on his /her contributions towards contributions collection performance. This will encourage employers to comply willingly and NSSF staffs be motivated to work harder to help managers to achieve their branch contributions collection targets and hence improving corporate performance.

The findings also have implications that there should be introduction of unemployment benefit to members who tend to withdraw contributions after being unemployed. This will be kind of incentives to members so that they can survive during time of unemployment  

5.4 Conclusion 

From the study, it was discovered that the major aim of social security funds is to help members to live a better life while he/she is working and after retirement. Social Security Funds can be threatened by members’ loss of jobs as these social funds depend much on members’ contribution to fulfill their operations. Every registered employer has to pay to NSSF 20% of the employees’ gross salary as joint contribution between the employer and the employee. The high rate of members’ loss of jobs leads to low contributions collection performance of NSSF. When members lose their jobs automatically the contribution collection performance of NSSF must drop and situation applies to any pension fund. Closure of businesses in the country leads NSSF members to lose jobs. NSSF needs employee when there are customers to serve. Customers of NSSF are the employers who register their firms to become NSSF members with the aim of submitting monthly deduction contributions of their employees for old pension. NSSF staff could have activities to perform when these employers are operating their business but when the business be closed this would mean that loss of employment among NSSF staffs. 

NSSF incurs unintended costs due to withdrawal who suffer unemployment after losing their jobs. Most of the withdrawal cases occur after members being unemployed to replace income losses and therefore affects ability of NSSF to offer better services to present members following huge amounts paid to withdrawal claimants. NSSF depend much on availability of employment with high wages. Contributions may either be statutory or voluntary, some employers do not comply due to lack of knowledge about the period of payment, high contributions rates is reported to be among the factors which causes poor compliance of both, employers and employees regardless of the best systems of collection the inactive and laziness among NSSF members lead the decline of compliance among employers. 

5.5 Recommendations

Based on the findings of this study, the following recommendations raised, the board and other stakeholders should ensure better management of the pension funds so that adequate returns are obtained on the monies received and invested by the fund. This could be in the form of holding top management accountable and also ensuring an effective supervision of the company’s activities.   

The   company/firms   must   ensure   that   qualified professionals are recruited to manage the fund at all times. This will help the company meet its obligation to its clients and regain the confidence of the people.

It is also recommended that the authorities responsible to ensure that any internal changes required including administrative, staffing are carried out at the earliest to ensure the company  meets  its obligation and  primary responsibility to  collect  contributions to  pay pensions and other benefits in the future.

Generally, there is need to include the needs of the different age brackets in the management of the pension schemes. While the older pensioners are satisfied with stable old age income, the younger want their funds to be used in more income generating activities. The fact that age did not seem to affect the returns of the pension funds indicates that the pension fund managers have equated the needs of all contributors to old age income needs. There is therefore no need of investing funds in more productive investments.

5.6 Limitations of the Study

Time factor posed a challenge to a researcher as the time allocated for the submission of the dissertation was not enough to obtain every needed material. Also the study was associated with some expenses which increased difficulty to the researcher to proceed smoothly so as to organize for finances. Those expenses incurred in conducting the study included stationeries, transport, internet and consultation fee which was very high.
It was also difficult to reach certain potential people with valuable information for this study. For instance, it had been a long process to obtain an appointment and even when the appointment was secured the researcher could not meet with some of those people. At the same time some documents were not reachable due to bureaucracy and some respondents delayed to fill questionnaires. Due to being unfamiliar with the SPSS software, it took time and energy of the researcher to study it.
5.7 Suggestions for further Research

This research was about the effects of unemployment on the contributions collection performance of NSSF, there should be further research on the returns on employee pension fund investments and their impact on future benefit payments. 
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APPENDICES
Appendix 1: Questionnaire

QUESTIONNAIRE FOR NSSF STAFFS

My name is Issa Ally Kiparamoto, student at Open University Of Tanzania pursuing Master’s degree in Project Management. Please assist me to fill this questionnaire for the purpose of collecting data regarding my research work titled “To analyze the effects of unemployment on the contributions collection performance of NSSF”.Your cooperation is highly appreciated and I assure that your personal information will be confidential.

SECTION A: PERSONAL INFORMATION

Please tick in the box where is appropriate

1. Gender

a) Male


(
)

b) Female


(
)

2.  What is your age?

a) Below 18

(
)

b) 18-25        

(
)

c) 26-35      

(
)

d) 36-45      

(
)

e) 46-55 


(
)

f) 56-65


(
)

g) Above 66     
  
(
)

3. What is your educational level?

a) Degree  

(
)

b) Diploma

(
)

c) Certificate

(
)

d) Secondary

(
)

e) Primary

(
)



f) Other (please specify)………………………………………………………….

SECTION B: THE RELATIONSHIP BETWEEN MEMBERS LOSS OF JOB AND THE CONTRIBUTIONS COLLECTION PERFORMANCE OF NSSF. 
Please tick in the box where is appropriate

4.  What types of pension funds are you familiar with? 

a) NSSF 


(
)

b) PSPF


(
)

c) PPF


(
)

d) LAPF


(
)

e) GEPF


(
)

f) If any other please specify…………………………………………………

5. Among the above pension funds which one are you a member?

a) NSSF 


(
)

b) PSPF


(
)

c) PPF


(
)

d) LAPF


(
)

e) GEPF


(
)

f) If any other please specify……………………………………………….

6. Do you know the main aim of pension funds?

a. Yes


(
)

b. No


(
)

7. Is there any relationship between members’ loss of jobs and the contributions collection performance of NSSF? 

a. Yes                   
(
)

b. No
                     (          )

8. High rate of members’ loss of jobs leads to low contributions collection. performance of NSSF.

a. Strongly agree


(
)

b. Agree



(
)

c. Neutral



(
)

d. Disagree


(
)

e. Strongly Disagree

(
)

9. Recently, there is an upward trend of members’ withdrawal from NSSF.

a. Strongly agree


(
)

b. Agree



(
)



c. Neutral



(
)

d. Disagree


(
)

e. Strongly Disagree

(
)

10. High unemployment rates in the country affect the contributions collection performance of pension funds.

a. Yes



(
)

b. No



(
)

11. Most withdrawal cases occur due to members loss of jobs

a. Yes



(
)

b. No



(
)

c. If Yes, what should be done to stop withdrawal…………………………….

…………………………………………………………………………………………………………………………………………………………………..

LOW WAGES AFFECT THE CONTRIBUTIONS COLLECTION PERFORMANCE OF NSSF.

12. Is the wage determinant of the contribution amount of NSSF members?

a. Yes


(
)

b. No


(
)

c. If No, what is the determinant ………………………………………………

………………………………………………………………………………....

13. The higher the wages, the higher the contribution amount of NSSF member and viceversa

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

14. Firms pay low wages to reduce labour costs associated with pension contribution amount.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

EMPLOYERS’ LOW COMPLIANCE HAS EFFECT ON THE CONTRIBUTIONS COLLECTION PERFORMANCE OF NSSF. 

15. Do you think low compliance of employers affects the contributions collection performance of NSSF?

a. Yes




(
)

b. No




(
)

16. High contribution rate of NSSF is amongst the reasons for low compliance of employers.

a. Yes




(
)

b. No




(
)

17. The amount payable in terms of social security contribution influences compliance with regulations of social security

a. Yes




(
)

b. No




(
)

18. Penalty imposed to the organization when delays to submit contributions reduce low compliance.

f. Strongly agree 

(
)

g. Agree


(
)

h. Neutral 


(
)

i. Disagree


(
)

j. Strongly disagree 

(
)

19. Most employers fail to comply with NSSF regulations through deducting contributions from basic wages instead of gross wages.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

20. Some employers do not comply due to poor knowledge about period of payment, contribution rate and contribution base (basic wage/gross wage). 

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

21. The lower the compliance, the lower the contributions collection performance of NSSF and viceversa.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

22. Poor follow ups and inspection of employers by NSSF staffs is one of the main reasons for low compliance.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

23. There are legal actions taken to employers who are defaulters i.e. do not submit NSSF members contributions.

a. Yes

           (          )

b. No


           (          )

THE EXTENT CLOSURE OF BUSINESSES AFFECTS THE CONTRIBUTIONS COLLECTION PERFORMANCE OF NSSF.

24. NSSF depends largely on workers contribution.

a. Yes



(
)

b. No



(
)

25. The closure of businesses affects the contribution collection performance of NSSF to a large extent.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

26. The more closure of businesses leads to low contributions collection performance of NSSF.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

27. When closure of businesses of occurs in the country, NSSF members also loose jobs.

a. Strongly agree 

(
)

b. Agree


(
)

c. Neutral 


(
)

d. Disagree


(
)

e. Strongly disagree 

(
)

28. Low level of economic activities is the reason for closure of businesses.

a. I do not know 


(
)

b. No; 



(
)

c. Yes



(
)

29. Which is the most preferable way to you for learning about social security among the following?

a. Radio 



(
)





b. Newspapers 


(
)

c. Leaflets 


(
)

d. Seminars 


(
)

e. Television 


(
)

f. Public rallies/road

(
)

g.  None of the above
           (
)

30. In your opinions, suggest ways through which NSSF can raise contributions collection…………………………………………………………………………

INTERVIEW GUIDE

1. What are the main aim of pension funds?
2. Is there any relationship between members’ loss of jobs and the contributions collection performance of NSSF? 
3. Do you think high unemployment rates in the country affect the contributions collection performance of pension funds
4. Is the wage determinant of the contribution amount of NSSF members
5. Do you think there are firms which pays low wages to reduce labour costs associated with pension contribution amount.
6. Do you think low compliance of employers affects the contributions collection performance of NSSF
7. Is amount payable in terms of social security contribution influences compliance with regulations of social security

8. Is the penalty imposed to the organization when delays to submit contributions reduce low compliance.

9. Is  lower the compliance, the lower the contributions collection performance of NSSF and viceversa.

10. Is Poor follow ups and inspection of employers by NSSF staffs is one of the main reasons for low compliance.

11. Is there any legal actions taken to employers who are defaulters i.e. do not submit NSSF members contributions.

12. The closure of businesses affects the contribution collection performance of NSSF to a large extent.
13. Do you think low level of economic activities is the reason for closure of businesses.

Contributions
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Quantity of Labor





Demand





Supply





Wage





WE





LD





LS





Quantity of Labor





Quantity of Labor





LS





LD





WE





Wage





Labor Surplus (Unemployment)





Demand





Supply








