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ABSTRACT

The Higher Education Loans Board (HELB) has been experiencing a problem of
uncertainty when allocating funds and when recovering the loans from students who
pursue higher education. This study sought to determine the effect of the Credit
Reference Bureaus on loan advancement and recovery at the HELB, in Kenya. The
study adopted a case study design. The study used an interview guide to collect data
from the managers of departments at the HELB headquarters in Nairobi. The study
found that the information obtained from the CRBs facilitates easy verification of the
students loan details, certification of the guarantors, helps in assessing the ability of the
loanees’ guarantors to pay in case the loanees defaults the loan, and saves time when
processing loans. The use of CRBs services has been very beneficial to the HELB as it
has increased efficiency while saving time consumed when processing loans. The CRB
services have also been of great value to the HELB as it avails information which would
otherwise be hard to get. This helps in loan processing and determination of the amount
of funds to be award to students. The use of the CRB services facilitates has also led to
increase of recovery figures, helps to identify hidden and unidentified loan defaulters
and reduces credit risks associated with loan defaults at the HELB. The study
recommended that the CRBs create awareness to other financial institutions on the
importance of adoption of their services, in order to make consumers aware of their role
in increasing price competitiveness of credit facilities by adopting good credit

behaviour among consumers and lowering default rates on loans.
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CHAPTER ONE: INTRODUCTION

1.1 Background on the study

The Resource Based Theory has been criticized for lacking sufficient focus on how and
why certain firms have competitive advantage in situations of rapid and unpredictable
change (Eisenhardt and Martin, 2000), and for overlooking the managerial coordinative
processes by which firms assemble and leverage knowledge assets. In response, strategy
researchers have offered an extension of the Resource Based View (RBV) and other
strategy perspectives in the form of a ‘dynamic capabilities’ view of competitive
strategy (Kogut and Zander, 1992; Teece et al., 1997). Dynamic capabilities refer to
capabilities by which managers ‘integrate, build, and reconfigure internal and external
competencies to address rapidly changing environments’ (Teece et al., 1997). Kogut
and Zander, (1992) refer to ‘combinative capabilities’ as the ability to acquire and
synthesize knowledge resources and build new applications from those resources,

especially in a changing environment.

Expanding access to higher education has been a vital task to most countries. Access to
higher education has been essential not only for national development, but also for
individual advancement (Altbach, 2006). However, governments in many countries
have been under financial constraints to adequately support their higher education
institutions (HEIs). Higher education has had to compete for limited public revenue
with other compelling needs of the economy, such as basic education, social welfare,

public health and public infrastructure (Johnstone, 2007).

This study uses the RBV theory to conceptualize the operations of the HELB. As used
in the study, the Resources Based View theory argues that collections of resources
within a firm enable it to have unique attributes and hence better performance (Barney,
1991). The resources for HELB include individual and group resources. The group
resources include organizational resources, physical resources and human resources
(Barney, 1991). The theory of RBV is developed in the field of strategic management,

and constitutes a theory about the nature of the firm, rather than seeking to explain why



firms exist. In effect, the RBV is a concept of how firms actually operate. (Lockett et al,
2009). This theory informs on how a country such as Kenya uses her resources (loans)
to generate more man power (intellectuals). The HELB gives loans to students to pursue
higher education who later acquire knowledge (human capital). The students are ideally
supposed to repay the loans later after they are through with their education. Thus a
country can create human capital using resources within the country. RBV theory is
based on the assumption that resources are heterogeneously distributed across firms,

and that this distribution is long lasting.

A key strategy to increase access to higher education in many countries has been to
implement a student loans scheme as a means of sharing the costs involved in the
expansion of higher education (Albrecht and Ziderman, 1993; Woodhall, 2004). Loans
scheme transfers higher education costs from a significant reliance on governments and
taxpayers to parents and students, based on the rationale that greater equity in access to
higher education is achieved through the user-pay system (Johnstone, 2004). When
students and parents assume the costs of higher education through tuition fees, the
government can spend the excess funding resulting from this shift in cost burden on
financial aid to needy students. In this way, loans schemes have the potential to reform

financial efficiency and accessibility of higher education.
1.1.1 The concept of credit referencing

The credit referencing concept is when the major lending institutions agree to share
details of their customers’ credit performance. This means that when someone applies
for credit, the lender can check how they have repaid other lenders in the past and how
they are repaying their current credit facilities. They can also check how much the
consumer already owes to other lenders and how they are managing these existing
credit agreements, to help them decide if the consumer is a good candidate to advance
further credit. To enable the lenders to see each other’s information, the information is

stored with an agency called Credit Referencing Agencies or bureaus (Heider, Bolafios,

and Lupiac, 2000).



This information however, can only be shared with their customers’ permission. When a
consumer applies for credit, they usually give the lender permission to share
information with other lenders through the Credit Reference Bureaus (CRB’s). The
information shared includes details about the application and about any credit the new
lender grants. These lenders update the database of the bureaus regularly under the strict
rules (Principles of Reciprocity) which have been agreed by the lenders who share
information as members of the scheme. These rules clearly say how the information

may be used (Heider, Bolafios, and Lupiac, 2000).

1.1.2 Credit Reference Bureau

Credit Reference Bureaus (CRBs) are companies that collect information from various
sources and provide consumer credit information on individual and corporate
consumers for a variety of uses. The organization provides detailed information on a
person’s credit history, including information on their identity, credit accounts and
loans, bankruptcies and late payments, as well as recent credit inquiries. Other
information shared include: proven frauds and forgeries; cheque kiting; false
declarations and statements; receiverships, bankruptcies and liquidations; credit default
and late payments; use of false securities; and misapplication of borrowed funds. The
borrower could be individuals, businesses, companies, sole proprietors and Government
entities. The information provided by CRBs helps lenders assess the credit worthiness
of the borrower, their ability to pay back a loan. The information provided can affect the
interest rate and other credit terms. Prospective lenders access the information only
when they have permissible reason as defined in law, to determine the borrower’s
creditworthiness (Sullivan and Sheffrin, 2003). The individual information collected by
CRBs is made available on request to customers of the credit bureau for the purposes of
credit risk assessment, credit scoring or for other purposes such as employment

consideration or leasing an apartment.

In a nutshell, CRBs plays three roles: first, they enable lenders to lend to more and
better credit risk clients and to better determine the bad loan spread that they need to

cover arising from expected losses of credit. Second, CRBs reduce the borrowing cost



by forcing creditors to be more competitive for good borrowers. The reduced cost for
good credit risks clients motivates the borrowers to be more diligent with their loan
repayments. Third, CRBs reduce moral hazard by developing a good credit culture
where they operate as borrowers become aware that the credit market becomes aware of
their credit history and rewards or punishes them accordingly (Sullivan and Sheffrin,

2003).

Lending and recovery of debt is a challenging proposition in any setting particularly in
the developing world, where the legal or judicial enforcement is weak, where
information about the ability and willingness to repay of applicants is not readily
available and where many of the prospective lenders are from a poor household/ firms;
many of whom have never before borrowed and cannot pledge collateral to guarantee

repayment (Levine, 1997).

In Kenya, the Banking (Credit Reference Bureau) Regulations, 2008 was
operationalised effective 2nd February 2009. The legislative supplement number 31 of
the Banking Act of 2008 outlines the activities the CRB may engage in limited to:
Obtaining and receiving customer information, store, manage, evaluate, update and
disseminate the customer information to subscribers in accordance with the set
regulations in the act, compile and maintain databases and generate reports from
customer information databases, address creditworthiness of a customer, sell to
institutions specialized literature and other information materials related to these
activities, carry out market and statistical research relating to matters covered in the act,
and carry out any other activity as may be approved by central bank from time to time

in accordance with the act, (The Kenya Gazette, 2008).

CRBs therefore complement the central role played by banks and other financial
institutions in extending financial services within an economy. They help lenders make
faster and more accurate credit decisions. They collect, manage and disseminate
customer information to lenders within a provided regulatory framework. Credit
histories not only provide necessary input for credit underwriting, but also allow

borrowers to take their credit history from one financial institution to another, thereby
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making lending markets more competitive and, in the end, more affordable. Credit
bureaus assist in making credit accessible to more people, and enabling lenders and
businesses reduce risk and fraud. Sharing of information between financial institutions
in respect of customer credit behavior, therefore, has a positive economic impact,
(http://www.centralbank.go.ke/index.php/bank-supervision/credit-reference-bureaus,

2013).

Recent research based on information from several countries across the globe
(Singapore, Iraq, China, Romania, Vietnam, Cambodia, Brazil, Hong Kong etc.) has
supported these views that the existence of credit reference bureaus is associated with
increased lending volume, growth of consumer lending, improved access to financing
and a more stable banking sector (Larrain, Reisen, and von Maltzan, 1997; Reisen and

von Maltzan, 1999)

1.1.3 Student Loan Advancement and Recovery

Student Loans are part of the Government’s financial support package for students in
higher education in the public universities. They are available to help students meet
their expenses while they are studying. Albrecht and Ziderman, (1993) claims that loan
programs existed in over 50 developing and industrial countries (then), and have most
commonly been introduced to assist students to pay their living expenses. In some
cases, they are used to support direct payments of instructional costs, and thus to expand
the resource base of institutions. They suggest that in order to improve financial

effectiveness, programs should be targeted toward the neediest students.

International comparisons of loans schemes abound in academic literature (Johnstone &
Marcucci, 2010), with a focus on the differences in higher education accessibility and
loans systems among OECD countries (Organization for Economic Co-operation and
Development, 2009), developing countries in Sub-Saharan Africa (Johnstone, 2004b),
Latin America (Murakami & Blom, 2008) and South Asia (Chapman, 2006). In
addition, other studies have focused on countries that have successfully implemented
Income Contingent Loan (ICL), such as Australia (Chapman &Ryan, 2002) and the
U.K. (Greenaway & Haynes, 2003); and countries that have implemented ICL as an



option, such as the U.S. (Schrag, 2001) and Canada (Finnie & Usher, 2006). While most
of these studies analyze the impact of specific loans schemes to higher education
accessibility in order to inform the planning of an effective loans policy, they largely do
not discuss student loans policies in relation to the expansion of higher education from a
historical perspective. One reason may be that a causal relationship between loans
policy and higher education expansion cannot be assumed or even established due to the

lack of appropriate data.

Student loan schemes in developing countries, including Kenya, have not been
effective, while several such schemes have been abandoned altogether (Albrecht, 1995).
Efficiency has been jeopardized by pressure to maintain social equity. The loan scheme
in Kenya has had very high rates of default and evasion and tracking down past
beneficiaries has been painfully slow with not much success. Cases of irregularities in
loan disbursement are not rare. Whereas the recovery rate in Kenya has lately
significantly increased, administrative costs have been on the rise, even as the loan
agency aims at maximizing monthly recoveries. Though the loan scheme now recovers
approximately Kshs. 200 million (about 50% of monthly loan disbursements) every
month, the realization of a fully self-financing loan scheme is still farfetched, and the
revolving fund may not be established as soon as previously targeted. This is because

for the revolving fund to be established, annual recoveries must exceed disbursements.

Maintaining credibility of information provided by the students applying for the loans
has been a major challenge to the loan agency. In addition, many eligible and
disadvantaged students have been unable to get loans and bursaries while others who
are not genuine cases have benefited. It is therefore very important that cost-sharing
should be implemented with careful targeting of the very needy students (Albrecht,
1995).

1.1.4 Higher Education Financing In Kenya

The genesis of financing higher education in Kenya through loans dates back to 1952
when the then colonial government started giving out selective loans under the Higher

Education Loan Fund (HELF) to Kenyans pursuing education in universities outside



East Africa, notably Britain, the USA, the former USSR, India and South Africa. This
was later on revised after independence with the establishment of a new loan scheme in
1974 after the establishment of the University of Nairobi (UoN). The main aim of the
new loan scheme was to assist students finance their university education while at the
same time reducing government expenditure in higher education. University students
were then obligated to pay part of their tuition while the government covered other
expenses. The Ministry of Education (MoE) prepared annual budgets, managed the loan
scheme in liaison with the disbursing bank (the National Bank of Kenya) and was solely

responsible for the recovery of loans from graduates.

Following recommendations by the Ndegwa Report (1992) and the Presidential
Working Paper on Education and Manpower Training for the Next Decade and Beyond
(Government of Kenya, 1988), a new strategy for the selection of needy students was
adopted. As part of the reform, a direct fee of Kshs 6,000 was introduced in 1991,
alongside a university bursary scheme. This however was not received well by the
students, as had happened in other countries such as Uganda, Nigeria and Botswana

(Kipsang’, 2002).

In reality it was a reactivation of the old program, which was not discontinued in
essence, as it was only the funding from the government that was stopped. The program
was renamed the University Students’ Loan Scheme (USLS), and was a division under
the Ministry of Education known as the Loan Disbursement and Recovery Unit. Its
main functions at that time were to promote equal opportunity to qualified students
irrespective of their backgrounds, to reduce drop-out rates by providing economic
incentives to university students, to provide a continuous source of finance through a
fund that would eventually become self-sustaining and to complement the government’s
financial commitment to university education. This unit however did not have any
clear-cut policies guiding its operations. Despite outlining such impressive objectives,
nothing was practically done to ensure that they were achieved. No attempts were made
at recovering the funds that were literally dished out to university students whose

number grew rapidly. The budgetary allocation from the Ministry of Education to the



loan scheme grew from 3% to 6% in ten years from 1974, and was the fastest growing

component of university education (Otieno, 2002).

According to Owino, (2003) there are several factors which accounted for this poor
performance of the loan scheme. First it was started in an unplanned approach; hence no
precautionary measures were taken. Second, the programme lacked trained personnel,
who were mostly drawn from the Ministry of Education, instead of staff that were
experienced and skilled in debt management such as those from banks. Third, the
beneficiaries were neither educated in their obligations nor the benefits resulting from
repayment. The extent to which students rioted every time changes were introduced to
the scheme is testimony to this. Fourth, the loan scheme lacked a legal basis, making
loan recoveries unenforceable, as should be the case with other forms of lending. Other
legal obstacles prevented recovery of the loans. For instance, the Limitations of Actions
Act, which renders any debt not claimed within six years from the time it is due,
unrecoverable. The new loan scheme has however been exempted from this law with

the enactment of the HELB Act in 1995.

Faced with such hurdles, a rapidly growing university student population and more
constrained resources, the government was forced to rethink its university financing
policy. Subsequent to recommendations from the World Bank and the IMF, a semi-
autonomous agency was established through an Act of Parliament. The Higher
Education Loans Board (HELB), henceforth referred to as the Board, was established in

1995 to manage the revised student loan scheme (Owino, 2003).

The Board was to initially get funding from the government, though it would eventually
become self-sustaining through funds obtained from the loan scheme. Currently, the
Board receives approximately 100,000 applications annually from students in both
public and private chartered universities. Funds received from the Exchequer stand at
50% of the total loans that the Board gives out to students annually, but tops up this
loan portfolio from monthly recoveries to the tune of 200 million Kenya shillings

(Owino, 2003).



1.1.5 The Higher Education Loans Board

Various loans schemes have been in operation in around 75 countries, with the largest
loans schemes found in advanced economies such as the United States and Australia
(Shen & Ziderman, 2009). Two basic forms of student loans exist, with variations of
each or hybrid versions of the two (Johnstone, 2004), and the type of repayment
schedule being the major difference among them (Salmi & Hauptman, 2006). The
conventional mortgage-type loan is characterized by fixed interest rate and repayment
period, with the burden of repayment being the varying element; while the progressive
loan type — income contingent loans (ICL) — requires an obligation to commit a fixed
proportion of the borrower’s future earnings until the loan is repaid. ICL was introduced
in Australia in 1989 and the UK in 1997, and more recently in transition and

developing economies (Albrecht & Ziderman, 1991; Johnstone, 2007).

The Higher Education Loans Board (HELB) was established in 1995 to manage the
student loan scheme in addition to formulating sound policies that would assist the
government in financing higher education (Government of Kenya, 1995a). The Board
was to initially get funding from the government, though it would eventually become
self-sustaining. Currently, the Board receives approximately 100,000 applications
annually from students in both public and private chartered universities. Over 90% of
the applicants are usually successful and get varying amounts of loans and bursaries.
Funds received from the government stand at 50% of the total loans that the Board
gives out to students annually, but tops up this loan portfolio from monthly recoveries

to the tune of 50% (or 200 million Kenya shillings) of the total loans given out.

The Board derives its functions from the Act and has the following main objectives:
Disbursement of loans, scholarships and bursaries to needy Kenyan students in
institutions of higher learning both locally and abroad, Recovery of loans from students
who were beneficiaries of Kenya government loans since 1974 to date, Establishment of
a viable revolving fund for future sustenance of student loans, bursaries and
scholarships. The Board’s other activities include among others: ¢ Formulation of
policies for regulating the management of the education fund, Setting criteria and

conditions governing the granting of loans including the rate of interest and recovery of
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loans, Processing loan applications and determining the maximum number of eligible
applicants to be awarded the loan, Recovery of matured loans and investment of surplus

funds (Ayoo, 2002).

Due to financial constraints, the Board is eligible to award loans to needy Kenyan
students admitted to the public universities through the Joint Admissions Board and also
needy Kenyan students who attend public and private universities and other institutions
recognized by the Commission for Higher Education. According to the cost-sharing
policy, a student currently pays about Kshs 120,000 per annum to train at a public
university. Of this amount, the HELB awards a maximum loan of Kshs 60,000 and a
bursary of Kshs 8,000 to very needy students. Other loan amounts awarded are Kshs
35,000, Kshs 40,000, Kshs 45,000, Kshs 50,000 and Kshs 55,000. The students are
expected to raise the difference from other sources. For the 2002/2003 academic year,
the minimum loan awarded was raised from Kshs 20,000 to Kshs 35,000 due to

complaints from students, (Gathuru, 1991).
1.2 Problem Statement

Off shoring, both as internal process and business strategy, could be an outcome of
successful management of resources, and may itself represent a direct application of
firm-level capabilities as envisioned by the RBV. At the same time, however, off
shoring may reflect the commoditization of a production function and erode benefits
derived from management of resources and capabilities if it becomes an activity that is
widely imitable and not unique to a firm or confederation firms. The Dell example, and
others unreported, may argue that there are real limits to the competitive benefits of off
shoring, at least for some industries and companies. The focus of the dynamic
capabilities perspectives on rapid change captures the environment in which firms
consider — often under intense pressure from competitors and the external environment
—how and where to deploy and redeploy assets across geographic space. As both Farrell
and Levy acknowledge, this process is at the core of the motivations for outsourcing. As

is the case under the RBT framework, some firms’ combinative capabilities lie in their
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ability to arrange, organize, and coordinate offshore outsourcing for others, (Farrell,

2005; Levy, 2005).

In the last eighteen (18) years, HELB has supported many Kenyans who could not
afford to pay fees for university education and training through provision of loans,
bursaries and scholarships. However, today the number of students pursuing higher
education is very high which burdens the HELB. Thus some reforms are required to
restructure HELB to become a financial institution in order to mobilize resources in the
financial market, solicit government funding, manage endowments, foundations, trusts
and other initiatives, prudently invest funds not required immediately, and recover loans
advanced to students. The resource base from these sources should enable it to establish
and manage a revolving fund. Also measures should be put to ensure that funds
mobilized from various sources, revolving fund and investments are used to adequately
respond to the demand for financial assistance by students (Task force on education,

2012).

Previous studies done in Kenya provide scanty information on the effect of credit
referencing on the HELB operations. For example, Otieno, (1997) did a study on
programme performance evaluation using a case of University students loan programme
in Kenya. The study found that the loan programme in Kenya exhibited elements of
inefficiency and ineffectiveness. The failures of the loan programme were seen in the
low loan recovery ratio, restrictive admission policies and a traditional, non-innovative
curriculum offered by institutions not responsive to labour market incentive and
distinctive structure and over-dependence on one source of revenue, (Ayoo, 2002). The
study established that the transfer of funds by way of the education system was
generally progressive between regions but regressive between socio-economic groups

and economic sectors.

From the above studies it is evident that there had been no known study on the impact
of credit referencing on the loan advancement and recovery in Kenya. This study sought
to determine the influence of Credit Reference Bureaus on the loan advancement and

recovery at the HELB in Kenya?
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1.3 Research Objectives

This study had three objectives:
1. To determine the influence of Credit Reference Bureaus on the loan
advancement and recovery at the HELB in Kenya.
il. Establish the extent of adoption and use of the Credit Reference Bureaus at
the HELB in Kenya
iil. To assess the effectiveness of adoption of credit reference bureaus at the

HELB in Kenya.
1.4 Value of the Study

The findings of this study are of great importance to various stakeholders. These include
the government of Kenya, the HELB, the ministry of higher education in Kenya, CBK,

the students and the scholars among others.

The government will get important information on how to develop policies and
regulations on use of CRBs in Kenya. The ministry of higher education will also benefit
as it will use the findings in structuring regulations pertaining students financing in

Kenya.

HELB will use the findings to formulate more procedures and come up with effective
mechanism of tracking loanees. This will serve to increase the level of recovery and

effective equity ascertainment.

CBK will use the findings to formulate and regulate on credit referencing in Kenya. It
can increase the number of the firms or formulate new laws on the existing ones. This

regulation will be helpful as it will enhance the level of credit information in the market.

To The Scholars and Academicians, the findings will provide a benchmark upon which
more studies can be undertaken. Moreover, the findings will add value to the existing
knowledge on credit referencing in Kenya. This will be useful to the future researchers

as it will act as a reference.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents the theoretical review which includes the enforcement theory of
strategic management. The chapter also discusses the rationale of the strategic

management practices and finally the Higher Education Loans Board of Kenya.
2.2 Theoretical foundation of the study

The issue of firm performance has been central in strategy research for decades and
encompasses most other questions that have been raised in the field, for instance, why
firms differ, how they behave, how they choose strategies and how they are managed.

In the 1990s, with the rise of the resource-based approach, strategy researchers’ focus
regarding the sources of sustainable competitive advantage shifted from industry to firm
specific effects (Spanos and Lioukas, 2001). Initiated in the mid-1980s by Wernerfelt
(1984), Rumelt (1984) and Barney (1986), the Resource-Based View (RBV) has since
become one of the dominant contemporary approaches to the analysis of sustained
competitive advantage. A central premise of the RBV is that firms compete on the basis
of their resources and capabilities (Peteraf and Bergen, 2003). Most RBV view
researchers choose to look within the enterprise and down to the factor market
conditions that the enterprise must contend with, to search for some possible causes of
sustainable competitive advantages holding constant all external environmental factors
(Peteraf and Barney, 2003). This inward-looking approach has proven to be both
influential and useful for the analysis of many strategic issues (Foss and Knudsen,
2003), among which the conditions for sustained competitive advantage and

diversification.

The Resource-Based View (RBV) emphasizes the firm’s resources as the fundamental
determinants of competitive advantage and performance. It adopts two assumptions in
analyzing sources of competitive advantage (Barney, 1991 and Peteraf and Barney,
2003). First, this model assumes that firms within an industry (or within a strategic

group) may be heterogeneous with respect to the bundle of resources that they control.
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Second, it assumes that resource heterogeneity (or uniqueness) may persist over time
because the resources used to implement firms’ strategies are not perfectly mobile
across firms (i.e., some of the resources cannot be traded in factor markets and are
difficult to accumulate and imitate). Resource heterogeneity is considered a necessary
condition for a resource bundle to contribute to a competitive advantage. The argument
is that if all firms in a market have the same stock of resources, no strategy is available
to one firm that would not also be available to all other firms in the market (Cool,

Almeida Costa and Dierickx, 2002).

The RBV is an efficiency-based explanation of performance differences (Peteraf and
Barney, 2003): performance differentials are viewed as derived from rent differentials,
attributable to resources having intrinsically different levels of efficiency in the sense
that they enable the firms to deliver greater benefits to their customers for a given cost
(or can deliver the same benefit levels for a lower cost) (Peteraf and Barney, 2003). The
assumed heterogeneity and immobility are not, however, sufficient conditions for
sustained competitive advantage. According to Barney (1991), a firm resource must, in
addition, be valuable, rare, and imperfectly imitable and substitutable in order to be
source of a sustained competitive advantage. In her 1993’s paper, Peteraf presents four
conditions underlying sustained competitive advantage: superior resources
(heterogeneity within an industry), ex post limit to competition, imperfect resource
mobility and ex ante limits to competition. Peteraf and Barney (2003) make clear that
Barney’s (1991) and Peteraf’s (1993) frameworks are consistent once some terms are
unambiguously defined. The RBV has developed very interesting contributions, among
others, with regard to imitation with the concepts of isolating mechanisms (Rumelt,
1984), time compression diseconomies, asset mass efficiencies, and causal ambiguity
(Dierickx and Cool, 1989). Recently, much resource-based research has focused on
intangible assets, which include information (Sampler, 1998), knowledge (Spender,

1996), and dynamic capabilities (Teece, Pisano and Shuen, 1997).

As work on the resource-based view has progressed, it has become clear that the
resource based view extends not only to the assets of an organization but also to its

capabilities (Henderson and Cockburn, 1994). For purposes of this analysis, we define
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organizational resources and capabilities as follows; A resource refers to an asset or
input to production (tangible or intangible) that an organization owns, controls, or has
access to on a semi-permanent basis. An organizational capability refers to the ability of
an organization to perform a coordinated set of tasks, utilizing organizational resources,

for the purpose of achieving a particular end result.

Both resources and capabilities may evolve and change over time in important ways.
This analysis focuses on the evolution of capabilities, deferring an analysis of resource
evolution to another time and place. We also classify capabilities as either ‘operational’
or ‘dynamic,” while recognizing that other categories may prove useful in future
analyses. Winter (2000) defines an operational capability as ‘a high-level routine (or
collection of routines) that, together with its implementing input flows, confers upon an
organization’s management set of decision options for producing significant outputs of
a particular type.” In this definition, the term routine refers to a repetitive pattern of
activity. An operational capability generally involves performing an activity, such as
manufacturing a particular product, using a collection of routines to execute and

coordinate the variety of tasks required to perform the activity.

Dynamic capabilities, do not involve production of a good or provision of a marketable
service. Instead, as noted above, dynamic capabilities build, integrate, or reconfigure
operational capabilities. Dynamic capabilities do not directly affect output for the firm
in which they reside, but indirectly contribute to the output of the firm through their
impact on operational capabilities. Zollo and Winter (2002) also note that, like
operational capabilities, dynamic capabilities consist of routines. For example, a
dynamic capability such as post-acquisition integration is composed of a set of routines

that integrates the resources and capabilities of the merged firms.
2.3 Strategic Management Practices

HELB has adopted various strategic management practices. One of the most recent and

significant is the use of credit reference bureaus (HELB Review, 2002).
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Strategic management has gained importance in recent years. During last century
organizations focused on long-term planning. Long-term planning supposed that
external and internal environment will remain stable for long period of time and thus
they made plans for long duration. Today it is clear to the managers and entrepreneur’s
that environment can change at any point of time (David, 2004), and their plans should

follow a strategy that includes contingency planning too.

Strategic management is an ongoing process of formulating strategies for the
organization that bring profit to the organization and create harmony between
organization and its environment. It lists the strengths that the organization already
possess for the achievement of its objectives; weaknesses that hinder in goals
accomplishment; opportunities and markets that can be exploited in favor; and threats
that are present in external and internal environment: this is in short called SWOT
analysis. While making decisions about the strategy the organization analyzes what are
the distinctive competencies the company already possesses. Distinctive competency
can be a valuable asset for the company. Distinctive competencies make the process of

strategy formulation much more directional and successful (David, 2004).

Money lending is one business which is almost as old as time. In the different eras of
world history, money lending had existed in one form or the other. In the present
dispensation, lending institutions have modernized the money lending business and this
has made it a lucrative and extremely well organized industry. HELB discovered that
strategic management is the pathway to success. It has been generally noted in the
business environment that more organizations succeed using business strategy and those
organizations that do not use strategic management meet with failure and ruin. It allows
a business to use forward thinking. In this process, it shows a business where they are
currently, where they want to be and how to get where they want to be. Strategic

management sets the goals of the business.

When strategic management is implemented the management team, executive officers,
and stockholders identify the goals of the business. They identify where the business is

now and what the business want to accomplish in approximately the next five years.
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When making these decisions the strategic management team must set realistic goals.
They need to consider the current market and the direction that the market is navigating
towards, the competitors of the business, as well as the resources afforded to the
business. Within this scope they must be open to new technology and new products and
or services being offered and or developed. A primary concern is how the decisions
made will affect the business and the consumer. An organization must consider what the
consumer desires that they can offer within the scope of their business and how to win
the consumer away from their competition. At the same time the business needs to
factor in the desires of the stockholders within the organization. Strategic management
spends a lot of time and resources balancing the objectives of the organization, the

stockholders objectives, and the desires of the consumer, (Mohd, 2005).

24 Overview of Strategic Management

Strategic management is the process and approach of specifying an organization’s
objectives, developing policies and plans to achieve and attain these objectives, and
allocating resources so as to implement the policies and plans. In other words, strategic
management can be seen as a combination of strategy formulation, implementation and
evaluation (David, 2005; Haim Hilman Abdullah, 2005; Mohd Khairuddin Hashim,
2005; Zainal Abidin Mohamed, 2005). Based on the Management Theory

The strategic management theories stem mainly from the systems perspective,
contingency approach and information technology approach. In light of this
background, following David (2005) and Mohd Khairuddin Hashim (2005), among the
common strategic management theories noted and applicable are the profit-maximizing
and competition-based theory, the resource-based theory, the survival-based theory, the

human resource based theory, the agency theory and the contingency theory.

2.4.1 The Profit-Maximizing and Competition-Based Theory

The theory was based on the notion that business organization main objective is to
maximize long term profit and developing sustainable competitive advantage over

competitive rivals in the external market place. The industrial-organization (I/O)
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perspective is the basis of this theory as it views the organization external market
positioning as the critical factor for attaining and sustaining competitive advantage. In
other words, the traditional I/O perspective offered strategic management a systematic

model for assessing competition within an industry (Barney, 1995).

Agency theory, for example, examines the relationship between ownership structure and
profit maximizing behavior. This perspective posits that the split between ownership
and control in the modern corporation can lead to non-profit-maximizing behavior if the
incentives of those in control (managers) are not aligned with those of owners. Thus,
utility maximization at the individual level may impede profit maximization at the firm
level. In the absence of aligned incentives, managers act to maximize their individual
utility not organizational profit; i.e. if the decision makers in the firm do not share the
goals of owners, individual utility maximizing behavior can lead to non-profit-

maximizing behavior on the part of the firm (Barney, 1995).

2.4.2 The Resource-Based Theory

This theory stems from the principle that the source of firms competitive advantage lies
in their internal resources, as opposed to their positioning in the external environment.
That is rather than simply evaluating environmental opportunities and threats in
conducting business, competitive advantage depends on the unique resources and
capabilities that a firm possesses (Barney, 1991). The resource-based view of the firm
predicts that certain types of resources owned and controlled by firms have the potential
and promise to generate competitive advantage and eventually superior firm

performance (Ainuddin et al., 2007).

The Resource Based View of the firm suggests that valuable, rare, imperfectly imitable,
and non-substitutable resources can lead to sustainable competitive advantage and
superior performance (Barney, 1991). Sirmon and Hitt (2003) provide arguably the
most encompassing application of RBV to family businesses. They distinguish between
five sources of family firm capital: human, social, survivability, patient, and governance
structures, and argue that family firms evaluate, acquire, shed, bundle, and leverage

their resources in ways that are different from those of nonfamily firms. Overall, they
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believe that these differences allow family firms to develop competitive advantages. In
support of this, Carney (2005) describes three characteristics of family firm governance
parsimony, personalism, and particularism—that may lead to cost advantages, help in
the development of social capital, and encourage entrepreneurial investments.
Expanding on Sirmon and Hitt's (2003) proposal of patient capital as a family business
resource, Miller and Le-Breton-Miller (2005) show in a study of large, long-living
family firms that continuity and the power to institute changes without outside
interference or control enables these firms to generate and make exceptional long-term

use of patient strategies and relationships with stakeholders.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter provides information the research design methodology that was used in the
study. The chapter is organized into subheadings which include research design, target

population, sampling design, data collection and procedures and data analysis.
3.2 Research Design

This study adopted a case study design. Basically, a case study is an in depth study of a
particular situation rather than a sweeping statistical survey. It is a method used to
narrow down a very broad field of research into one easily researchable topic. Whilst it
would not answer a question completely; it gives some indications and allow further

elaboration and hypothesis creation on a subject.

The case study design was deemed the most appropriate where a detailed analysis of a
single group of respondents is desired (Mugenda & Mugenda, 2003) as it provides
focused and detailed insight to phenomenon that may otherwise be unclear (Mugenda &

Mugenda, 2003).
33 Data Collection

The data was collected through an interview guide and analyzed through content
analysis. The interview guide had open-ended questions. This helped the researcher to

collect more qualitative data from the respondents.

The interview guide was used to interview five senior managers from the department of
Loan Advancement and Recovery at the HELB head office in Nairobi, who were

interviewed. The key informants of the study are shown in table 3.1.
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Table 3.1 Key informants

Position Frequency
Head of Operations 1
Lending Manager 1
Recovery Manager 1
Assistant Lending Manager 1
Assistant Recovery Manager 1
Total 5

The interviews were done at the HELB by research assistants contracted to undertake
the interviews. The information was collected from the Head of Operations, Lending
Manager, Recover Manager, Assistant Lending Manager and Assistant Recovery

Manager.

The importance of using an interview guide was to obtain detailed information about
respondents’ feelings, perceptions and opinions, allow more detailed questions to be

asked and achieve a high response rate.
3.4  Data Analysis

Proper procedures and methods of analysis need to be adopted so as to make valid,
accurate and reliable conclusions. This study collected data by interviewing the relevant
respondents to acquire high quality and reliable information. Part of the data collected
was qualitative in nature. This data was analyzed using qualitative content analysis
consisting of mean scores, standard deviations, frequencies analysis acquired using
SPSS version 17 tool. Qualitative content analysis is a process designed to condense
raw data into categories or themes based on valid inference and interpretation. This
process uses inductive reasoning, by which themes and categories emerge from the data
through the researcher’s careful examination and constant comparison (Patton, 2002).

The findings are presented in tables and charts.
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According to Patton, (2002), qualitative research is fundamentally interpretive, and
interpretation represents personal and theoretical understanding of the phenomenon
under study. Thus care will be taken to make the findings a readable report by making
sure that it provides sufficient description that allows other readers to understand the
basis and the interpretation, and understand the description of the study. The results of
qualitative content analysis will be compared with previous findings with a view of
supporting the development of new theories and models or even validate existing
theories, while providing thick descriptions of particular settings or phenomena and

objectives of this study.

22



CHAPTER FOUR: DATA ANALYSIS AND PRESENTATION FINDINGS

4.1 Introduction

This chapter presents the findings of the data collected from the respondents of this
study. The chapter has information on the demographics of the managers at the HELB
loan advancements and loan repayments departments. The data is in prose form and in
tables. A brief description of the findings accompanies the tables for clarity of the data

details.
4.2 Demographic information

The study interviewed three (3) males (60%) and two (2) females (40%). This gave a
good representation of the gender balance and representation in the leadership position.
According to the Kenyan constitution, there should be no more than two thirds (2/3)

persons of the same gender in leadership.

The age of a person reflects the maturity and experience of a person. Age of a person is
used to calculate the dependence ratio of a country. This study collected information on

the age distribution of the managers interviewed as shown in table 4.1.

Table 4.1 Age of the respondents

Age Frequency Percentage (%)
30-40 years 1 20%
40-50 years 3 60%
Above 50 years 1 20%
Total 5 100%

From the findings, three (60%) of the managers interviewed were in the age bracket of
40-50 years. One person was in the age bracket of 30-40 years and one person was in
the category of those with more than 50 years. The age structure indicated a workforce

with capacity to work efficiently without fatigue of old age.
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The duration a person stays in a particular position or trade influences his/her efficiency
in doing the activities of the designated post. The study collected information on the

duration the interviewees worked at HELB.

Table 4.2 Duration of years worked at HELB

Duration Frequency Percentage (%)
5-10 years 1 20%
10-15 years 3 60%
Above 15 years 1 20%
Total 5 100%

The findings shown in table 4.2 indicates that majority of the people in the management
had stayed in HELB for a period between 10-15 years. Others had worked in HELB for
more than 15 years (20%) while others have worked in HELB for a period between 5-
10 years (20%). This indicates that the management is made of people with very good

experience on loan advancement and recovery.
4.3 Influence of CRBs on the loan advancement at the HELB in Kenya

The study sought to get establish the number of applicants who had applied to be
considered for loans by the HELB and the number of applicants who were awarded

HELB loans. The findings are shown in table 4.3.

Table 4.3 Number of loan applicants awarded HELB loans

Number of loan Number of applicants
applicants awarded
Number | Percentage Number Percentage
Self-sponsored 37,272 28.72% 31,635 26.68%
GOK sponsored students 92,499 71.28% 86,937 73.32%
Total 129,771 100% 118,572 100%
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The total number of students who had applied for loan assistance was 129,771.
However, the study shows that more GOK sponsored students than self-sponsored
students applied for the loans. From the findings, 71.28% of the total applicants were
GOK sponsored students while the rest 28.72% were self-sponsored students. This
differential gap could be explained by the fact that self-sponsored students are in most
cases able to finance their education unlike the GOK sponsored students who are

selected based on meeting a certain cut off point.

The findings show that out the 129,771 loans applicants 118,572 were assisted by
HELB, representing a proportion of 91.37%. This shows that most of the loans
applicants got assisted. The number of GOK sponsored students was 86,937
representing a percentage of 73.32% of the total students assisted while the self-
sponsored students were 26.68%. This shows that majority of those who had applied for
the loan from the HELB got assisted. The total amount of loan advanced to the students

amounted to Kshs. 5,514,305,000.
4.4 Effects of using CRBs services on the loan advancement process

The study has established that HELB had adopted the services of a CRB at the time of
the study. The study established that the services at the HELB were a bit slow before
the adoption of the CRBs services by the HELB.

The use of CRB in loan advancement by the HELB has had various advantages
compared to the old method where the HELB determined the validity and the
authenticity of the loan applicants’ information through the information the students

supplied to them.

According to the findings, the use of CRBs was of prime importance to the process of
loan advancement as it helps the HELB loan assessment team to process the loans for
the students effectively and within a short period of time. The use of CRB by the HELB
has made the process to be more efficient and quicker in ascertaining the truth of an

applicant’s information. Since the credit information is supplied to the HELB upon
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request, the HELB can ascertain the ability of the guarantors of the loan applicants to

pay the loan in case of default from the applicant.

The findings also shows that through use of the CRBs services the HELB have
benefited the HELB assessment team in their loan advancement processes and
procedures on credit information of the applicants to be more accessible. The ready
availability of the information helps to make quick assessment and avoids the risk of
making and arriving at wrong conclusions. The CRB services have made information
for the loan applicants readily available especially for those seeking funds to take post
graduate studies. This is because their information can be accessed easily on the spot
and from reliable source thus the certification of the information at the HELB becomes

easy.

The HELB also benefit from use of the CRB as they use the information to determine
the loan applicant’s amount they are supposed to be awarded. The information gotten
from the CRB shows the loan repayment history of the loan guarantors and this
provides the loan processing team at HELB with the right information that helps them

determine the exact amount to award to a loan applicant.
4.5 Effectiveness of adoption of CRBs at the HELB in Kenya

The findings indicate that the use of the CRBs has enabled the HELB to be effective in
loan recovery. This is because most of the loanees are well known and their information
is available in the CRB. This has led to increased compliance by the loanees and less

defaults.

According to the interviews conducted, HELB was able to collect a figure of about
Kshs. 2.5 Billion. The study also noted that the Board had since inception supported
more than 380,000 Kenyans with loans amounting to more than Kshs. 40 Billion to
access higher education. On recoveries HELB recovers Kshs. 208 Million per Month
[Compared to Kshs. 5 Million in 1995]. This increase in recovery figures was

attributable to the penalty charges introduced and use of CRB services.

26



The process of the loan repayment processes and procedures using CRBs has helped
HELB to trace loan defaulters according to the study findings. This is because the
information of the loanees is now found in the CRBs and can be easily seen and the
defaulters easily reached. The management team interviewed stated that the use of CRB
services had been of great help to the HELB because the loan repayment processes and
procedures were improved in preventing defaulters thus the use of CRB services at

HELB reduced the credit risks associated with loan lending.

The managers interviewed perceived the use of CRB services as being very important
and crucial in that apart from actually apprehending the defaulters, the awareness of the
loanees that HELB was using the CRB services influenced them to pay their dues to
avoid being listed by the CRBs. Use of CRB services in loan assessment and loan
recovery has been a very successful and has generally brought efficiency and

effectiveness in the loan assessment, allocation and even loan recovery processes.
4.6 Discussion of the findings

The study findings indicate that the HELB loans are applied for by more than 120,000
students each year. This agrees with Owino, (2003) findings that HELB receives
approximately 100,000 applications annually from students in both public and private
chartered universities. A case in point is the year 2012/2013 where a total of 129,771

students applied for the loan assistance.

There is however noticeable difference in the numbers of those seeking the funds based
on the self-sponsorship and Government sponsorship. Majority of the funds seekers are
GOK selected students (71.28%). According to Gathuru, (1991), the HELB is eligible to
award loans to needy Kenyan students admitted to the public universities through the
Joint Admissions Board and also needy Kenyan students who attend public and private
universities and other institutions recognized by the Commission for Higher Education
but does not state how much to be given to private or public universities (Gathuru,

1991).
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HELB allocates loans and award bursaries to those students based on the level of need
of the applicants. Those students who come from poor backgrounds are awarded the
highest amount of loan and bursary. This is indicated by the high number of GOK who
got assisted (73.32%) compared to the self-sponsored students (26.68%). According to
the cost-sharing policy, HELB awards a maximum loan of Kshs 60,000 and a bursary of
Kshs 8,000 to very needy students while students are expected to raise the difference
from other sources (Gathuru, 1991). The In total the amount given out to students for

assistance is above Kshs. 5.4Billion.

The study findings indicated that HELB has adopted the use of CRB services to
improve their processes of loan assessment, allocation and loan recovery. According to
Dankwah, (2012) under reciprocity agreements, CRBs obtain data from lenders and
other sources, consolidate and package information into individual reports, and

distribute it to creditors for a fee.

The student loan performance in Kenya exhibited elements of inefficiency and
ineffectiveness. Albrecht and Ziderman (1995) report that average rates of loan
recovery were as high as 67% in Sweden and Barbados, but as low as 10% in Kenya
and Venezuela. From the study findings, the use of CRB services has increased the
effectiveness of the process of loan assessment, allocation and recovery. This is because
the information of the loan applicants is gotten very fast from the CRB and this has
hastened the processes and made it more efficient for the loan processing and recovery

teams at HELB.

Use of CRB service by the HELB has also made available the information which could
otherwise be scanty, inaccessible or hard to get readily available. This has made the
processes of loan to be quicker and more efficient. This is in line with the policies
which provide the CRBs to store, manage, evaluate, update and disseminate the
customer information to subscribers in accordance with the set regulations in the act

(The Kenya Gazette, 2008).

The HELB loan assessors and allocators are able to certify the information given by the

loan applicants with much ease as compared to when they were not using the CRB
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services. This is because the information is gotten at a glance and also from a reliable
source. According to The Kenya Gazette (2008),CRBs compile, maintain databases,
generate reports from customer information databases and address creditworthiness of a

customer.

Through the use of the CRB services, the allocation of loan funds to students depending
on their needs has been very easy and without much strain. This is so because the credit
histories not only provide necessary input for credit underwriting, but also allow
borrowers to take their credit history from one financial institution to another, thereby
making lending markets more competitive and, in the end, more affordable (CBK report

on CRBs 2012)

HELB has been effective on loan recovery as a result of the use of the CRB services.
The study established that HELB recovers Kshs. 208 Million per Month (Compared to
Kshs.5 Million in 1995). This is due to the fact that the information of the defaulters is
well known and circulated among the major financial institutions. This gives other
services fair chance for a sustainable development as the money collected is enough to
cater for others students. Johnstone, (2007) stated that Higher education competes for
limited public revenue with other compelling needs of the economy, such as basic
education, social welfare, public health and public infrastructure as 50% has been
provided by the Government. The use of the CRB has enabled HELB recovery team to
easily trace the hidden and unidentified defaulters. This is because the information is

circulated within every major financial institution which uses the CRB services.

There is a reduction of loan defaults which is highly attributable to the integration and
use of the CRB services at HELB. This facilitates a lot of people to get assisted and to
access the higher education which would otherwise be costly for poor students.
According to Johnstone, (2004), when students and parents assume the costs of higher
education through tuition fees, the government can spend the excess funding resulting
from this shift in cost burden on financial aid to needy students. In this way, loans
schemes have the potential to reform financial efficiency and accessibility of higher

education.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter provides information on the findings, conclusions of the study and the
recommendations of the study. Lastly there is a section on the suggestions for further

studies related to the current study.

5.2 Summary of the findings

The study found that HELB loans are applied every year by more than 120, 000
students. The latest figures for the year 2012/2013 indicate a total of 129, 771 students
who applied for the loan assistance. Majority of the loan seekers are government

sponsored students.

The HELB awards loans to students with regard to their need where students from poor
backgrounds are awarded highest amount of loan and bursary while those from able

backgrounds get relatively less amount per year.

The study established that HELB has adopted the use of CRB services to improve their
processes of loan assessment, allocation and loan recovery. The CRBs get data from
other lenders and sources store and keep the information which they distribute to

creditors at a fee.

The HELB loan assessors and allocators are able to certify the information given by the
loan applicants with much ease as compared to when they were not using the CRB
services. This has made it possible to co-ordinate and distribute credit information in the
financial sector increasing the financial sector. The use of the CRB has enabled HELB
recovery team to easily trace the hidden and unidentified defaulters. This is because the
information is circulated within every major financial institution which uses the CRB

services.

Use of CRB service by the HELB has also made available the information which could

otherwise be scanty, inaccessible or hard to get readily available. This has made the
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processes of loan to be quicker and more efficient. There is also increased effectiveness
of the process of loan assessment, allocation and recovery. This is because the
information of the loan applicants is gotten very fast from the CRB and this has
hastened the processes and made it more efficient for the loan processing and recovery

teams at HELB.
5.3 Conclusions

The study concludes that HELB has adopted the services of CRBs to increase
efficiency, quicken loan processes, allocation and even loan recovery. This is because
the use of CRBs has been established to have more benefits and to be more accurate,
easy and effective. The use of the CRB services influences the processes of loan
advancement in several ways: the information obtained from the CRB facilitates easy
verification of the students loan details, certification of the guarantors, helps in
assessing the ability of the loanees’ guarantors to repay the loan in case the loanees
defaults, saves time, avails information which would otherwise be hard to get and in

determination of the loan amount to award to students.

The adoption of the CRB services has been of great importance since the information
and the services have brought positive contribution on recovery efforts. The use of the
CRB services facilitates: increase of recovery figures, helps identify hidden and

unidentified loan defaulters, reduce credit risks of loan defaults at the HELB.

The study concludes that the adoption of the CRB services at HELB has been of great
importance to the loan advancement and loan recovery sections. This has had a positive
influence and has been very effective in the loan awarding and recovery processes and

procedures.
5.4 Recommendations

This research found out that the relevance of the CRBs cannot be over-emphasized
within the financial industry in Kenya. The researcher finds it expedient to make the
following suggestions after the findings and recommendations. To reduce cases of

default of the loan at the HELB, financial institutions must make it as part of their duty
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to educate customers about the functions of the bureau and how it will help in
addressing the problem of the informative asymmetry between lenders and borrowers

regarding the creditworthiness of the latter.

The study findings shows that use of CRB services facilitates: increase of recovery
figures, helps identify hidden and unidentified loan defaulters and reduces credit risks
of loan defaults. It is recommended that HELB and the CRBs should offer business
advice to organisations lacking experienced board and management personnel who can

help streamline their operations to enable them track the loans defaulters.

The study established that CRBs share credit information of the people in the country.
To enhance the effectiveness of CRB it is recommended that there be constant
collaboration and sharing of information between the financial institutions and the

CRBs. This would improve the reports provided by CRBs to the financial institutions.

The study findings show that CRB share credit information of people, investors and
entities which is very sensitive. The sensitivity of the credit information can scare away
many institutions from sharing their credit history of their customers. To help customers
understand and appreciate the work of the CRBs, it is recommended that CRBs
develops a credible plan and adopts procedures to ensure that: questions, concerns and
complaints of customers or financial institutions are treated equitably and consistently
in a timely and efficient manner. There is also need for more education and sensitization
be done by the already established CRB organizations in the country, to make
consumers aware of their role in improving good credit behaviour among consumers,

lowering default rates and increasing price competitiveness of credit facilities.
5.5 Suggestions for further research areas

The study focused on the use of CRB services and their effect on the processes of loan
advancement and recovery at HELB. The case could be different in other financial
intuitions which offer lending services to the public. It is thus recommended that similar
studies be done in other financial institutions which offer lending services to their

customers.
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The study recommends that a similar study be done to determine the effect of use of
CRBs services in the financial sector. This includes effects on default rate, payment of

nonperforming loans in banks, SACCOs and other micro financial institutions.

33



REFERENCES

Adeyemi S.L. (1992) Strategic Management in Selected Banks. An Unpublished Ph.D.
Thesis.

Ainuddin, R.A., Beamish, P.W., Hull and, J.S. and Rouse, M.J. (2007): Resource
attributes and firm performance in international joint ventures. Journal of World
Business, 42 (2007) pp. 47-60.

Albrecht, D, (1995).Financing Universities in Developing Countries, Stanford Series on
Education and Public Policy. London: Falmer Press.

Albrecht, D., & Ziderman, A. (1991):Deferred cost recovery for higher education:
Student loan programs in developing countries. Washington, DC: The World
Bank.

Albrecht, D., & Ziderman, A. (1993), Student loans: An effective instrument for cost-
recovery in higher education? World Bank Research Observer, 8(1), 71-90.

Alli, J.0. (1992), New Product Development a Strategic Management Approach to
Marketing of Bank Services: A Case Study of Trade Bank Plc,A Unpublished
MBA Thesis.

Altbach, P. (2006), Financing higher education. Rotterdam, the Netherlands: Sense

Altman, E.L., Sabato, G. (2007), "Modeling credit risk for SMEs: evidence from the US
market", Abacus, Vol. 43 No.3, pp.332-57.

Ansoff, H.I. and McDonnell, E. (1990) Implanting Strategic Management (2nd Edition)
Prentice Hall.

Ayoo, E. A. (2002), Effects of the current university loan scheme on the food
consumption patterns of public university students in Kenya: Kenyatta
University, Kenya

Bain, Olga (1997), Cost of higher education to students and parents in Russia: Tuition
policy issues, Buffalo, NY: The Centre for Comparative and Global Studies,
State University of New York at Buffalo [unpublished paper].

Barney, J.B. (1986). Strategic factor markets: Expectations, luck, and business strategy.
Management Science. Vol. 32, No. 10, pp. 1231-1241.

Barney, Jay, (1991) “Firm Resources and Sustained Competitive Advantage”, Journal

of Management, , Vol. 17, No. 1, 99-120.

34



Barney, J.B. (1995), Looking inside for competitive advantage. Academy of
Management Executive, Vol. 9, No. 4, pp. 49-61.

Carney, M. (2005).Corporate governance and competitive advantage in family-
controlled firms. Entrepreneurship Theory and Practice, 29, 249-2635.

Central Bank of Kenya Press release available at (http://www.centralbank.go.ke)

Chapman, B. (2006), Income contingent loans for higher education: International
reforms. In E. Hanushek & F. Welch (Eds.), Handbook of the economics of
education (Vol. 2, pp. 1435-1503). Amsterdam, the Netherlands: North-
Holland.

Chapman, B. and Ryan, C. (2002), ‘Income Contingent Financing of Student Higher
Education Charges: Assessing the Australian Innovation’, The Welsh Journal of
Education, Vol. 11, 64-81.

Cole, G.A. (2004), Management Theory and Practice, Sixth Edition. Thomson
Learning, United Kingdom.

Cool, Karel, Almeida Costa, Luis and Dierickx, Ingemar, (2002) “Constructing
Competitive Advantage”, in Pettigrew, Andrew, Thomas, Howard and
Whittington, Richard (Eds), Handbook of Strategy and Management, Sage
publications.

Dankwah, Eric (2012): The relevance of credit reference bureau and its effects on the
financial industry in Ghana; Kwame Nkrumah University of Science and
Technology.

David, F.R. (2004), Strategic Management: Concepts and Cases, Tenth Edition.
Prentice Hall, Pearson Education International, 2005.

David, F.R. (2005). Strategic Management: Concepts and Cases, Tenth Edition.
Prentice Hall, Pearson Education International.

Dierickx, I. and Cool, K, (1989) “Asset Stock Accumulation and Sustainability of
Competitive Advantage”, Management Science, Vol. 35, No. 12, 1504-1513.

Du Brin, A.J. (2006), Essentials of Management, 7th Edition. Thomson South-Western,
U.S.A.

35



Eisenhardt, K. M. and Martin, J. A. (2000). ‘Dynamic capabilities: what are they?
Strategic Management Journal, 21, Special issue, 1105-21.DOI: 10.1002/1097-
0266(200010/11)21:10/11<1105::AID-SMJ133>3.0.CO;2-E

Erb, B.C., Harvey, C.R., Viskanta, T.E., (1996): Political risk, economic risk, and
financial risk. Financial Analyst Journal, 29—45.

Farrell, D. (2005). ‘Offshoring: value creation through economic change. Journal of
Management Studies, 42, 3, 675-83.

Finnie, R., & Usher, A. (2006), The Canadian experiment in cost-sharing and its effects
on access to higher education, 1990-2002.In P. N. Teixeira, D. B. Johnstone,
M. J. Rosa, & J. J. Vossenteijn (Eds.), Cost-sharing and accessibility in higher
education: A fairer deal? (pp. 159-188). Dordrecht, the Netherlands: Springer-
Verlag.

Foss, N.J. and Knudsen, T. (2003). The resource-based tangle: Towards a sustainable
explanation of competitive advantage. Managerial and Decision Economics,
Vol. 24, pp. 291-307.

Gathuru, A. (1991), Ministry of Education national universities ex-student loans
recovery system: University of Nairobi, Kenya

Government of Kenya (1988), Sessional Paper no. 6: Education and Manpower
Training

Greenaway, D., & Haynes, M. (2003), Funding higher education in the U.K.: The role
of fees and loans. The Economic Journal, 113(485), F150-F166

Haim Hilman Abdullah (2005), Pengurusan Strategik. McGraw-Hill (Malaysia) Sdn.
Bhd.,2005

Hauptman Arthur M. (1999), “Ideas on Higher Education Funding: Internal Financing
of Student Loans” in International Higher Education, Summer

Heider, E., Bolafios, G., and Lupiac, L., (2000) Credit Bureaus: Leveraging Information
for the benefit of Micro enterprises by, in Microenterprise: Report on
Developments, January 2,000

HELB Review, August (2002)

HELB, Last Updated on Tuesday, 23 October 2012 22:27

36



Henderson R, Cockburn 1. (1994). Measuring competence: exploring firm effects in
pharmaceutical research. Strategic Management Journal, Winter Special Issue
15: 63-84.

Johnstone, D. B. (2004a), The applicability and income contingent loans in developing
and transitional countries. Journal of Educational Planning and Administration,
18(2), 159-174.

Johnstone, D. B. (2007).Financing in higher education: Cost-sharing in international
perspective. Rotterdam, the Netherlands: Sense

Johnstone, D. B., & Marcucci, P. N. (2010). Financing higher education worldwide:
Who pays? Who should pay? Baltimore, MD: Johns Hopkins University Press

Kipsang R. B. (2002), “Financing Higher Education in Kenya”

Kogut, B. and Zander, U. (1992). ‘Knowledge of the firm, combinative capabilities, and
the replication of technology. Organization Science, 3, 383-97.

Lawrence, R.J. and William, F.G. (1988), Strategic Management and Business Policy.
3rd Edition, McGraw-Hill Inc. U.S.A. p. 4.

Levine, R. (1997): Financial development and economic growth: Views and agenda.
Journal of Economic Literature, 35(2), 688-726

Levy, D. (2005).‘Offshoring in the new global political economy. Journal of
Management Studies, 42, 3, 685-93.

Lockett, A., Thompson, S. and Morgenstern, U. (2009) The development of the
resource-based view of the firm: A critical appraisal. International Journal of
Management Reviews, 11, 9-28.

Miller, D. & Le-Breton-Miller, I. (2005).Managing for the long run: Lessons in
competitive advantage from great family businesses. Boston: Harvard Business
School Press.

Mohd Khairuddin Hashim (2005), Strategic Management. Thomson Learning,
Singapore.

Mugenda, O. M. & Mugenda, A. G., (2003), Research Methods, Quantitative and

Qualitative Approaches, Acts Press, Nairobi, Kenya.

37



Murakami, Y., & Blom, A. (2008).4ccessibility and affordability of tertiary education
in Brazil, Colombia, Mexico and Peru within a global context (Policy Research
Working Paper No. 4517). Washington, DC: The World Bank

Nag, R.; Hambrick, D. C.; Chen, M.-J (2007), "What is strategic management, really?
Inductive derivation of a consensus definition of the field" (PDF).Strategic
Management Journal 28 (9): 935-955.d01:10.1002/smj.615.

Organisation for Economic Co-operation and Development (2009):The policy
determinants of investment in tertiary education. Paris, France: Author

Otieno Wycliffe (2002): Student Loans in Kenya: Past Experiences, Current Hurdles
and Opportunities for the Future; International Comparative Higher Education
Higher Education Finance and Accessibility Project. Centre for Comparative
and Global Studies in Education, State University of New York at Buffalo.

Otieno, W. B. (1997), Programme performance evaluation: University students loan
programme in Kenya. Kenyatta University, Kenya

Owino, E. (2003), Financing higher education in Kenya: The Case of Student Loans.
Addis Ababa University

Patton, M.Q. (2002), Qualitative Research and Evaluation Method; Thousand Oaks,
CA: Sage.

Peteraf, Margaret and Barney, Jay, (2003) “Unraveling The Resource-Based Tangle”,
Managerial and Decision Economics, , Vol. 24, 309-323.

Raduan, C. R., Jegak, U., Haslinda, A., Alimin, 1. L., (2009). European Journal of
Social Sciences — Volume 11, Number 3.

Reisen, H. and J. von Maltzan (1999), “Boom and Bust and Sovereign Ratings”, OECD
Development Centre Technical Paper No. 148 and International Finance,
Vol.2.2, July 1999.

Rumelt, R.P. (1984) Towards a strategic theory of the firm. IN B. Lamb (Ed.),
Competitive Strategic Management: 556-70. Englewood Cliffs, NJ: Prentice
Hall.

Salmi, J., & Hauptman, A. (2000), .Innovations in tertiary education financing: A
comparative evaluation of allocation mechanisms. Washington, DC: The World

Bank.

38



Sampler, Jeffrey, (1998) “Redefining Industry Structure for the Information Age”,
Strategic Management Journal, Vol. 19, No. 4, 343-355.

Schrag, P. G. (2001), The federal income-contingent repayment option for law student
loans. Hofstra Law Review, 29, 733—862.

Shen, H., & Ziderman, A. (2009), Student loans repayment and recovery: International
comparisons. Higher Education, 57(3), 315-333.

Sirmon, D. & Hitt, M. (2003).Managing resources: Linking unique resources,
management, and wealth creation in family firms. Entrepreneurship Theory and
Practice, 27, 339-358.

Spanos, Y.E., Lioukas, S. (2001). An examination into the causal logic of rent
generation: contrasting Porter's competitive strategy framework and the
resource-based perspective. Strategic Management Journal 22 (10), 907-934.

Spender, J.-C., (1996) “Making Knowledge the Basis of a Dynamic Theory of the
Firm”, Strategic Management Journal, Vol. 17, Special Issue, 45-62.

Sullivan, A., & Sheffrin, S.M. (2003). Economics: Principles in action. Upper Saddle
River, New Jersey 07458: Pearson Prentice Hall

Task Force on the re-Alignment of the Education Sector to the Constitution of Kenya
2010 (2012) Towards a globally competitive quality education for Sustainable
development.

Teece, D. J. (1986). ‘Profiting from technological innovation: implications for
integration, collaboration, licensing and public policy; Research Policy, 15,
285-305.D0OI: 10.1016/0048-7333(86)90027-2

Teece, D. J., Pisano, G. and Shuen, A. (1997).° (1997) “Dynamic capabilities and
strategic management”, Strategic Management Journal, Vol. 18, No. 7, 509-533

The Kenya Gazette (2008); The banking (Credit reference regulations); the legislative
supplement no. 31 of the Banking Act, Legal notice no. 97, Kenya Gazette
supplement no. 52, Government of Kenya.

Wernerfelt, B. (1984) A resource-based view of the firm. Strategic Management
Journal, 5, 171-180.

Winter SG. (2000). The satisficing principle in capability learning. Strategic
Management Journal 21(10-11): 981-996.

39



Woodhall, M. (2001), Financing Higher Education; The Potential Contribution of Fees
and Student Loans. .International Higher Education: Washington, DC: The
World Bank.

Woodhall, M. (2004), Student loans: Potential, problems, and lessons from international
Experience. JHEA/RESA, 2(2), 37-51.

World Bank, (1983), Student Loans as a Means of Financing Higher Education:
Lessons from International Experience, by M. Woodhall, Staff Working Paper
No. 599,Washington DC.

World Bank, (1984a), Education Costs and Financing in Africa: Some facts and
possible lines of action, by A Mingat and G. Psacharopoulos. Washington DC.

Zainal Abidin Mohamed (2005). Strategic Management. Series Management and
Administration perspective. .Publications & Distributors Sdn. Bhd., Kuala
Lumpur.

Zollo M, Winter SG. (2002). Deliberate learning and the evolution of dynamic
capabilities. Organization Science 13(3): 339-351

40



APPENDICES

Appendix: Interview Guide

The following sections provide sample questions to be used in evaluating the influence

of credit reference bureaus on loans advancement and recovery performance by the

higher education loans board.

Section A: Demographic information

1.

2
3.
4

What is your gender

What is your age?

How long have you worked with HELB
What is your position in HELB?

Section B: Loan advancements

1.

S v kW

What is the number of loan applicants this year?
a. Self-sponsored
b. GOK sponsored students
How many of the applicants were assisted?
a. Self-sponsored
b. GOK sponsored students
What is the total amount of loans advanced to students?
Has HELB adopted the services of CRBs to ascertain loan advancement?
How effective is the use of CRBs in loan advancement?
Have CRBs on the loan advancement processes and procedures saved time spent
in the process of the loans?
Have CRBs on the loan advancement processes and procedures increased the
efficiency in time management?
Have CRBs on the loan advancement processes and procedures quickened the
loan awarding procedures?
Have CRBs on the loan advancement processes and procedures made credit

information of the applicants accessible?
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10. Have CRBs on the loan advancement processes and procedures helped HELB to
certify the information of the loan applicants?

11. Have CRBs on the loan advancement processes and procedures helped HELB to
certify the information of loan guarantors?

12. Have CRBs on the loan advancement processes and procedures helped HELB to
ascertain the appropriate amount to give to loan applicants?

13. Apart from the above mentioned effects what other benefits have CRBs brought

to loan advancement?
Section C: Loan repayment

1. How effective is the use of CRBs on loan recovery?

2. What is the total of loans recovered last year?

3. Have CRBs on the loan repayment processes and procedures helped/influenced
HELB to trace loan defaulters?

4. Have CRBs on the loan repayment processes and procedures helped HELB to
prevent loan defaults?

5. Have CRBs on the loan repayment processes and procedures helped the
improvement of recovery figures?

6. Have CRBs on the loan repayment processes and procedures influenced many
defaulters to pay their monies since its adoption?

7. What other ways has the use of CRBs helped HELB in recovery of loaned
amounts to students?

8. What is the general performance of CRBs on loan advancement and recovery?

What comments/suggestions do you have on the use of CRBs on loan advancements

and recovery?
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