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Abstract

Savings and Credit Cooperatives (SACCO) providectmtal to improve the income of the farm
and non farm sector. Still most of the poorest dd Inave access to the formal financial
institutions in Ethiopia and they depend on infors@urces for their credit needs. SACCO are
evolving as promising intermediaries to enable theor link with the formal financial
institutions. Promotion of SACCO brings in vibranoythe local economy as it unfolds business
opportunities to the poor and marginalized farnaerd enables them to come out of poverty.

The present study primarily addresses the impaBWSACCO on the business, income, family
living conditions and empowerment in the study arBae objectives of the study are: 1) To
study the functions and activities of RUSACCO inlaDfvoreda, 2) To assess the factors
influencing socio—economic changes by RUSACCO, @)eXplore the impact of SACCOs on
socio—economic changes and 4) To suggest measuragsgroving the functions of RUSACCO
in Ofla woreda, Tigray.

The study is based on primary and secondary daeplausible conditions to select Ofla woreda
as the area of the study are: most of well estaddisRUSACCOs are found in Ofla woreda (16
RUSACCOs); relatively in these woreda, books ofbanting system are at good status; most of
the cooperatives in this area have operated moam tiree years and the woreda is
predominantly agricultural area.

The study has adopted random sampling proceduréthéoselection of the members. The data
analysis employed various statistical tools likerelation and regression. Tables and pie-chart

were used to interpret the data.

viii




The correlation analysis reveals that the indepeindariables seniority at the SACCO, savings,
size of loan and number of times loan availed hsigeificant positive correlation with post—
income of the respondents. Similarly, there is ificgnt and positive correlation between
seniority at the SACCO, size of loan and numbermés loan availed and profit from economic
activities, while the variable savings has sigaificnegative correlation with the profit.

The regression analysis reveals that the indepéngerables such as savings and number of
times SACCO loan availed have significant positieationship with the post-SACCO income,
while the variables education and seniority at SAO@ve significant negative relationship with
the post-SACCO income, contrary to what was expe@gid lending system, high interest on

loan etc. were perceived as problems of SACCOs.

Recommendations are furnished for the problemsdfdethe respondents in the study area.
Diversified lending system, training, member ediargt increasing the amount of credit,
extending the repayment period and relaxing thiathl security needs have been suggested to
improve their income, business, living conditiomsl @mpowerment (women) of the members.
Concerted efforts are needed to organize seminaiscampaigns to create awareness about
SACCO. Cooperative Extension Work is to be promdtegersuade the non-members to join
SACCO. The study also points out to the need ofemmumber of SACCOs. The officials
suggested that since most of the currently assignegderative organizeypersonnglare new to

the sector, measures must be undertaken to imphewequalifications.

The training has to be accompanied by career dpnedat schemes so as to increase their
motivation. The staff should undergo practical be job training in cooperatives so as to be

acquainted with the day-to-day problems of coopezat




The implementation of the above suggestions wildld¢o strengthening of the RUSACCO
movement, which will unfold the prosperity to theop members and empowerment of the

women.
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CHAPTER I—INTRODUCTION

1.1. Background

Since the second half of the twentieth centurydtivorld countries have constantly changed
their path of development with the hope of registgreconomic growth. For instance, in the
1950s and 1960s the most important issue thatctdttdhe development agenda of developing
countries was to attain rapid development and byeoatch up with the western world. In these
periods, areas with high potential were selecteteagines of growth” with the assumption that
the benefits of growth would trickle down to thehet sections of the population. With the
passage of time, however, the expected resultarieetard to come by. Instead, the programs
and projects that were envisaged became ratheiglatening dream. As a result, countries
changed their path of development and subscribedhéointegrated Rural Development
Paradigm which was practiced in the 1970s. Before a decaas out, this approach was also
proved to be a failure, as it neglected urban cefiteen the World Bank blamed governments of
developing countries for their inefficiency in aehing economic growth, and advised them to
follow another development path. This was Redistidn with Growth, by which assets were
redistributed to the rural poor, land in Ethiodiar, example (BOA, 1997, cited in Lakest al,
2000 and Solomon, 1994).

The above point could tell us that Ethiopia has atsplemented various projects and programs
that aim at increasing production and food selfisigihcy. For instance, at the beginning of the

1990s, a broad spectrum of reform has been intemtlamong which the Agricultural




Development-Led Industrialization Strategy (ADLI) stood as theme vehicle to address
poverty and food security (Yohannes, 2002). Howeuerthe context of achieving economic
growth, actors of development have not been givendhance to get involved in the whole
process of socio—economic transformation for quaitédong time. As a result, deteriorating
economic conditions started to be observed in tmiry. Rural poverty level in Ethiopia is 45
percent (World Bank, 2006). But, nowadays, it beesma conventional wisdom to argue that
development is understood to be a multi-actor m®cerhere government—owned institutions
alone couldn’t register economic growth. Therefdreconomic growth is to be achieved, NGOs
and private sectors should join hands (Elias, 20Bsum, 2002; Helmsing, 2001 and
Kirkpatrick, 2001). In this regard, microfinancestitutions are integral part of the financial
system by which communities are mobilized to engagaroductive activities so as to generate
income, create employment opportunities, stimuthte economy of a well-defined area and
thereby improve their livelihood situation (GebeyeB002 and Ledgerwood, 1999).

Majority of the rural people are not able to mewsdit day—to—day requiremerft®m their own
sources of income not to speak of investing in offreductive enterprise for improving their
economic conditions. Therefore, they have to depmmdarious financial agencies for getting
funds for making investment. To bring about theraledevelopment in the rural areas, financial
assistance to the rural poor, particularly différstnategies and programs have been drafted and
implemented by government to back the economy ef ¢buntry on track. Among these
development programs, organizing different clagdegeople through cooperatives that enable
them to solve their common economic and social lprob has become imperative. The

production and productivity can also be improvewtigh expansion of cooperativaes a base




line for development. (Richard John Pelrine, 2001).

There are various types of banking and non—bankimancial intermediaries in the world, and
they differ in the services they offer to theiretitele. In Ethiopia in general there are two tyqles
non—banking financial intermediaries: share compargro finance institutions, which are 23 in
number and SACCOs, which are much more numerouseler, as compared to the demand for
the service, their coverage is very small. Spedlifjcin the Tigray National Regional State there
are only 163 rural and 34 urban SACCO, which atabdished based on cooperative law147/98.
Accordingly the SACCO are user—owned financialnmiediaries.

Although these SACCO are newly emerging institigjiomost of them have started providing at
least savings and credit services to their memfddns. study focuses on the assessment on the

impact of RUSACCO on business, income, family lgzconditions and empowerment (women).

1.2. Problem Statement

In subsistence agriculture and low income countriesEthiopia, where the smallholder farming
dominates the overall national economy, small pd#adarmers often face scarcity of
capital/credit due to low level of production tooatl new agricultural technologies.

Hence, short and medium term credits with favordbtens for seasonal inputs like fertilizer,
improved seeds, pesticide and herbicides with & ¢hopping season and to conduct petty
business would generally be favored because lretien would be achieved quickly. Moreover,
achieving household food security remains a malgeative of rural development. This can be
materialized by increasing agricultural productivéind off-farm income and by improving the

ability of households to stabilize their income @&odd purchasing power.




Since the rural people were unable to meet theglitrequirements from their own sources, there
was a need for providing timely and adequate uisbmal credit to improve the economic
conditions to help especially weaker sections. Jinall and marginal farmers and rural artisans
find it difficult to make investment because theyrbt have sufficient funds of their own for this

purpose.

SACCO interventions may lead to empowerment oflrpo®r by increasing their income and
their control over that income, enhancing their wWiealge and skills in production, trade and
service, and increasing their participation in feed decision—making. As a result, the socio—
economic conditions of the rural society may chafigbeer, 1996).

There are 5437 SACCOs with membership of 38121Rtopia. In Tigray, 197 SACCOs with
membership of 9081 are operational. There are 18ARLLCO found in Ofla woreda.

To realize the aforementioned objectives, the @ftaeda RUSACCO have been extending
reasonable amounts of credits to rural poor sifd@22 In addition, RUSACCO were found by
rigid lending policy to the members that resultedied up capital (too much money is locked
up). Moreover, more than half of the disbursed I®ArRUSACCO goes to the purchase of
agricultural input such as fertilizer, improved deend farming oxen. Members do not invest
their loans in self-employment and other off-famaome generating schemes due to lack of

entrepreneurial talent.

Moreover, the impact of RUSACCO in Ofla woreda ist iyet studied. To understand the
contribution of RUSACCO in improving the well beingf the members and the activities
performed by the RUSACCO to the rural people, gigly was carried out which answers the

following research questions:




Productive Credit

» Does productive credit generate profit and incréaseme of the members?

» Are the profits generated by productive credit edaretween the needs of the business and
improved living conditions for the family?

» Does the granting of productive credit lead to tgeampowerment especially for women

Savings

» Do members of the cooperative deposit in ordectiue goods and services for
productive services or for consumer spagavhich would not have taken place
otherwise or at a greater cost?

1.3. Purpose of the Study

A study of the impact of SACCO is vital becausgribvides information that enable assess to

improving the business, income and living condgiam the members.

1.4. Objectives of the Study

SACCOs are integral parts of development, whichbeEngeople to be engaged in economic

activities that enhance self-reliance.

1.5. Hypothesis

#» Productive credit services have a positive impadbasiness expansion.

» The services offered have a positive impact onmreand living conditions of the families
involved.

» Productive credit has a positive impact on the engvment of beneficiaries especially on

women.




Saving and credit schemes increase the productienpal particularly of rural households.
Credit plays a crucial role in agricultural and ragricultural production. It is said to be the
lifeblood of agriculture and hence, the need farcaaate farm finance is obvious.

To generate a substantial income from agricultpratuction, the provision of credit for rural
people must be associated with the provision dfrieal advice and loan advanced should be

repaid in order to have an improvement in livingadition year after year.

Thegeneral objectiveof the study is to assess the impact (or geneedtect) of SACCO on the
socio—economic (or well-being) of beneficiarieifla woreda of the Tigray region of Ethiopia.
Specific Objectives

#» To study the functions of RUSACCO in Ofla woreda.

» To assess the factors influencing socio—econonaa@és by RUSACCO.

#» To explore the impact of RUSACCO on socio—econcchanges.

» To suggest measures for improving the functiorRWEACCO in Ofla woreda, Tigray.
1.6. Scope of the Study

This studycovers membership, socio-economic, and institutionpact of RUSACCO on rural
householdsn Ofla woreda of southern Tigray. In particulasuf RUSACCOs were selected for
the study (in Endodo, Meseret, Embeba Hashenge,Lantelem Korem). The study may

become very useful to the officials and leaderSACCO operating in Ethiopia.




1.7. Limitations of the Study

This study was limited to the household’s levethe Ofla woreda of southern Tigray who are
participating in RUSACCO. Therefore it may not hawescientific justification to assure the
reader that the final conclusion out of this papeepresentative and applicable to all households
who are participating in RUSACCO throughout theiorat Even though efforts were made to
investigate the impact of RUSACCO in Ofla woredhe study is not with out limitations. Due to
the resource and time constraints, the sample guwras carried out only in four RUSACCO in

Ofla woreda, which of course represent Tigray regiut may not represent Ethiopia as a whole.




CHAPTER II—LITERATURE REVIEW

Introduction

As preliminary and preparatory part of the presesearch work, the researcher undertook a
review of literature on micro finance and SACCOeThview enabled the researcher to ascertain
the contribution made by various experts and schofathe field and to identify the promising
virgin field awaiting fresh initiatives.

The collected literature ohiThe Impact of Savings and Credit Cooperativissorganized under

heads namely ‘Concepts related with savings argittesnd ‘Impact of microfinance’.

Concepts Related with SACCO

The Need for Credit

Credit is the key input in every development prograhis is particularly true for rural
development because so long as sufficient credibigprovided to the development programs of
poor sections of the society, the goal of develapneannot be achieved. Access to capital in the
form of either accumulated savings or a capitalkeais necessary in financing the adoption of
many new agricultural technologies (Fedeal, 1985).

The importance of credit facilities to smallholdeo$ less developed countries has been
underlined by several authors (Adams and Grahar@1;1BAO, 1996; Gonzalez-Vega, 1977,
Pischke, 1980). Governments of less developed geardnd aid agencies have extended a large
amount of money in the form of agricultural loaifbe motivation has been the belief that loans

are an essential part of various input packagdstiegprescribed as part of agricultural




investment projects designed to introduce modechn@logies and thus stimulate change and
growth in agriculture.

Kumar etal., (1978) indicated that the need for credit in theecof majority of cultivators arises
from inadequate savings to finance various actision their farm. Moreover, while their income
accrues during limited period of the year, theipenxses are spread throughout the year. This
implies that expenditure on inputs have to be iremimuch in advance of the income from
resulting outputs.

Studies undertaken in Ethiopia show that creditvisgion to small farmers increases their
productivity and improves their standard of livirkgpr instance, Assefa (1987) reported the need
for the expansion of rural credit to all areas loé tcountry. Likewise, Berhanu (1993) and
Getachew (1993) pointed out the need for agricaltwredit to increase productivity and
accelerate adoption rates.

As a result of high population pressure in ruradaar of developing countries like Ethiopia,
bringing of additional productive land under cudtion is difficult, implying the need of
improving farm level productivity through intengiéition. This involves, as pointed out by Jama
and Kulundu (1992), the use of improved farm inpsiigh as fertilizers and selected seeds
besides improved tillage and husbandry practicees@& inputs are not available on the farm and
some farmers are not able to purchase them direitorheager resources. Moreover, most of the
commercial inputs are expensive and hence sma#hddmers can not afford to buy from their
own cash earnings. It is, therefore, generally askedged that rural credit can help improve

smallholders’ farm productivity through use of pugised farm inputs.




MOA (Ministry of Agriculture) (1995) reported thatyedit removes a financial constraint and
helps accelerate the adoption of new technologieseases productivity, and improves national
and personal incomes. In addition, it constitutes iategral part of the process of

commercialization of the rural economy and a corer@means of redressing rural poverty.
The Role of RUSACCO

Padmanabhan(1987) pointed out that there are eliffetypes of financial institutions in the
world. A single institution model suitable to athuntries does not exist. No one structure could
be said to be clearly preferable to others. Whamigortant is that these institutions should be
able to adapt to local conditions and financiahflo

Orazion and Miguel (2000) found that as a shonrteplution to the lack of saving by the
households, governments of developing countriesearearking on micro financing schemes to
enable the households to venture in to small basiaetivities. However, these measures are not
only costly but also not sustainable in the long ifthe societies are not empowered to save by
themselves.

Richard John Pelrine (2001) reported that saving) @edit cooperatives are cooperatives and
voluntary financial organizations owned and opetdtg members. Their purpose is to encourage
savings by creating local deposit activities anehtlusing the pooled funds to make loans for
productive, consumer or social purposes to thembwes. Rural saving and credit cooperatives
operate as farmers’ grassroots organizations, ainse@lly at meeting the seasonal financial
needs of their members, which other financial tostns do not satisfy.

Richard John Pelrine (2001) reported tbabperatives create the opportunity for peopleake t

responsibility for their own financial organizatiohhe democratic process is an integral part of
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the cooperative and encourages people to takeatafttheir own financial affairs.

Among the many advantages of saving and crediterabipes are: savings are mobilized locally
and returned to members in the form of loans; @serate on both saving and loan are generally
better than rates given by banks and the reasanthi®is that saving and credit cooperatives
have very loan overheads compared to banks; edtcaie members in financial matters by
teaching prudent handling of money; how to keegpktiaf finances; how to budget and how keep
away from hire purchases and how to be profitadembers therefore take pride in owning their

own saving and credit cooperative.
The Function of a SACCO

Richard John Pelrine (2001) says that understaralygoperation from a functional perspective
allows seeing the logic in its operation. It allowsfining, with great precision, what the
operation should do and what it should not do. lrartit allows defining what the necessary
inputs to produce the desired outputs are. SACCOnmaltiple functions but two of them are
fundamental. These are financial intermediationiamdstment.

According to Richard John Pelrine (2001), the mmssic function of a SACCO iinancial
intermediation That is bringing savers and borrowers togethex gaystem that covers all of the

costs of doing business and is profitable / usefloth parties.

Specifically the financial intermediation functioha SACCO is: to take members savings in the
appropriate amounts and at the appropriate tine@st them back to the members for use in their
business, with appropriate management; recovef die loans, on time and with interest; cover
all costs to the SACCO from the interest; and, {h@&ymembers a premium on their savings from

the profit remaining from the interest after alstohave been paid.
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The other essential function of a SACCOingestment.That is to allow members to form a
business (the SACCO itself) by placing their cdptaisk and to receive a return (profit) on that
investment. Specifically the investment functioraddACCO is: selling shares to members in the
appropriate amounts and at the appropriate tinesguhose shares to guarantee the savings and
loans of the members, by providing the correct amoft liquidity in the SACCO to manage risk

of withdrawal or late repayment; retaining somefiprisom interest earned on the lending
operation to pay dividend to the members on thesbaisthe shares owned; redistribute the

profits to the members as dividend on the basghafes owned.
Conceptual Framework to Impact Assessment

Impact assessment technique of microenterprisécgesriias been developing substantially in last
few decades, with the emergence of new concephdsdratanding of the household. Drawing on
key concepts from anthropological, economic andrenliterature on the household, Chen and
Dunn (1996) developed a dynamic conceptual; motdeoHousehold Economic Portfolio.

In the conceptual model of the Household Econonortfélio (HHEP), the household is defined
in terms of three components: a) the human, phlysiad financiaresourcesof the household b)
the consumption, production, and investmaciivities of the household; and the circuldows
between resources and activities.

Assessing the Impact of Micro enterprise Servig@BVS) conceptual framework is based on
the HHEP. Specifically, the conceptual frameworlpatés from the conventional approach in
that it starts with the household rather than theerprise. Traditionally, evaluations of small-
enterprise credit programs are typically focuseewoterprise returns and employment creation or

hired labor.
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Figure 2.1: Household Economic Portfolio Model
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Source Chen & Dunn, 1996
This is because historically the target clientekswef a higher socio—economic status and was

typically engaged on a full-time basis isiagle enterprisactivity that usedhired labor.

The AIMS conceptual framework recognizes that dens about micro enterprises can be
understood more clearly when considered in relationthe overall household economic
strategies. It clarifies how micro enterprise im@tions can contribute to household security,
enterprise stability and growth, individual wellHiigp and the economic development of

communities (MkNelly and McCord, 2002).
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The conceptual framework is particularly useful addressing the issue of attributi@md
fungibility (AIMS Team, 2001). The problem of fungibiligan be addressed by widening the
unit of analysis for the impact assessment frorglsienterprise to the entire economic portfolio
within which the fungible capital might be used.e@it is fungible within the household
economic portfolio in the sense that it is interap@able with other monetary units and difficult
to trace. The model recognizes that loan fundg &ky of the household resources, can be
allocated to any activity in the household econopadfolio. The micro enterprise is embedded
in the household economy and represents only onlkeeolfiousehold’s production, consumption,
and investment activities. By treating the micradegprise as part of the larger household

economy, the model deals with the problems of flitity.

The model also helps to build the case for attiilbu¢a basic challenge in impact evaluation in
social sciences) by providing an internally corgistconceptual framework that can be used to
link the micro enterprise intervention to the impaca plausible cause—and—effect relationship.
Another way to strengthen the case for attribuisoto use qualitative research (e.g. case studies)

to identify chain of events that lead from the peog service to impact.

Moreover, in order to see the change in the lifadition of people brought about by any
intervention, one needs to identify a comparisaugr

In cross sectional analysis, one can use “Clientg”’0“Clients and non-clients” or “Mature
clients and incoming clients” as comparison groupee first, though popular, depends only on
clients’ self-reports; and the lack of a comparigooup makes it impossible to know whether

the changes clients describe exist because ofrtigggm or if they simply represent general
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trends in the area. The “Clients and non—clienfstiam is perhaps the most common cross-
sectional design used in evaluation research. &gponses of clients are compared to those of
non-clients through a “with/without” framework. Yat cannot solve the problem of what has
come to be known asélf-selection bias”

“Mature clients and incoming clients”, is the m@sbmising and valid of the cross-sectional
approaches. The comparison group is composed ofptbgram’s incoming clients. They
represent the best comparison group since they havéeen in the program long enough to
exhibit impact; yet they should be similar “typex’people, and selected from the same or very
similar program areas as those in the client sample

In addition, it is easier to select a comparisavugrfrom existing lists of incoming clients than it

is to select non-clients at random from the locgyation.

/Income smoothing \
Building assets
Saving

Access to education

& health service

\Emoowermnt )

Poverty
Reduction

Income
generating
Activities

Program
Lending

Source Hulme (2000)

The above model indicates that the independenaiiariis the program lending. The mediating
variables indicate that there are modified behavaod practices over a period of time.

These behaviors are depicted under the idea thagrgm clients will engage in income
generating activities. Compulsory saving and gnmagmitoring are adjunct variables.

Impact of Micro Finance in Africa

Financial services help the poor cope with a comrfeature to their lives: vulnerability.

Whether they save or borrow, evidence shows thanwoor people have access to financial
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services, it leads to the following: the strengthgnof the poor people security of life, the

formation of material capital and the growth ofitleconomy.
Impact of Savings

Rutherford (1999) noted that access to more aneérbetys of turning savings into lump sums—
helps poor people from sliding deeper into poveatyl helps them lay foundations for their
ambitions to better themselves and their families.

This and other studies by (Graham et.al Uganda )1B88 similar conclusions that show that:
poor do save, have a need to save and use sawvingsvhriety of reasons, which include daily
expenditure, to fix a leaky roof, to pay for healithe, consumption smoothing, accumulation to
meet life—cycle needs and to send children to dchoo

In summary the three studies together with theirigsl from INAFI member institutions
responses during a recent study (Mwaniki, 2006)ehanicated that the poor save to and
accumulate some lump sums for: emergencies, corigumgmoothening, other needs and events
and daily expenditure. The findings clearly indecdhat micro finance programs have had a

positive impact on the livelihoods of poor clietiisough their savings products.

Accumulation for Emergencies

Poor people use their savings to cope with ungaied events such as sickness, theft, fires,

accidents, and deaths, among many others.
Consumption Smoothening

The poor also save during high—income seasonsdier 0 have some money to spend when the

incomes are low-this is common among smallholdenéas due to seasonal fluctuations of
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their incomes. As (Mwaniki, 2006) point out “micfmance helps safeguard poor households
against the extreme vulnerability that characterigeeir daily existence. Loans, savings and
insurance help smooth out income fluctuations aathtain consumption levels even during lean
periods. The availability of financial servicessets a buffer for sudden emergencies, business
risk, seasonal slumps, or events such as a floagath in the family that can push a family into

destitutions.

Accumulation for Other Needs and Events

The studies and the AFRACA/INAFI Africa study intgtions indicated that sometimes the poor
save large sums of money to deal with life cyclerds such as the purchase of plot, construction
or purchase of home, wedding ceremonies, educatiohage, death, and the need to leave
something behind for one’s heirs. This involvesiding up longer-term savings balances in
order to make future large expenditure.

Poor people also accumulate large sums of monsgttap a business, acquire productive assets
or simply to purchase consumer goods such as eefitigrs, cookers, televisions, etc.

This is especially very common among the SACCQantd—sometimes members will save for a
long period of time without taking loans to takeecaf these substantial and usually future needs
and events.

Rutherford (1999) concludes: “Financial servicesvaied on a timely basis are way for poor
people to turn savings into large lump sums thabnthem not only to protect against risks, but

also to take advantage of investment opportunitiesn they present themselves.”

17



Daily Expenditure and Needs

Poor people like all others need to keep cashysafadrder to manage and deal with day—to—day
expenses and occurrences, including financing seralérgencies. These are usually small

amounts held in highly liquid form.

Impact of Credit

Financial Assets

A number of impact studies have demonstrated thatonfinance clients have been able to
accumulate financial assets through the finan@alises offered by the MFIs and other formal
and informal financial institutions. Especially whethe financial institutions are offering a
number of loan products e.g. for emergency, heatlucation many clients tend to use their
productive loans texpand business capital and generate more prdftigss way they are able to
grow their business and generate even more incédmstudy by Muhammad Yunus, 2003
undertaken on the Grameen bank clients stated nittet direct effect of the Grameen bank has

been on the accumulation of capital by the poor".

Working Capital

Many MFIs, SACCOs and informal lenders provide ttlodients with small size loans repaid over
a period of 3—12 months. These loans are therafaialy used tavorking capital This enables
them to increase their working capital, which inntuesults in more sales and profits. The
surpluses are then used to increase the househaddet base and therefore reduce their

vulnerability to risk. The institutions under thedy confirmed this finding. In the area of
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working capital Muhammad Yunus, 2003 Study showweat tthe amount of working capital
employed by members enterprises increased by amage®f three times with a period of 27

months.”
Purchase of Productive Assets

Impact studies have also shown that some borrowetsally use their loans to purchase
productive assetsike sewing machines, welding tools, coolers, bgasdloon equipment,

furniture for hotels, etc. These assets are usumilyght out of the income surpluses as the
enterprise matures. The Muhammad Yunus, 2003 iteticghe investment in fixed assets was
about 2.5 times higher for borrowers with more thtanee years membership than those who

joined during the year of the survey.”

Social Impact of Micro Finance

Education and Health

A number of studies have demonstrated that houdshibat have access to micro finance spend
more on education than non—client households. &uslhows that children of clients of micro
finance programs are more likely to go to schoal stay longer in school. Student dropout rates
are much lower in micro finance client households.

To support this priority, many micro finance pragiaare developing new savings and credit
programs specifically tailored for school fees. TABS study of Zambuko Trust clients in
Zimbabwe found positive impact on enrolment rabbdoys 6-16 years old from 1997-1999.
The data for repeat borrowers suggest that cumalddans increase the likelihood that clients’

children aged 6-21 would stay in school.
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Households of micro finance clients appear to hewetter nutrition, better health practices and
health outcome than comparable non-clients houdshdlarger and more stable incomes
generally lead to better nutrition, living condit®and preventive health care. Increased earnings
and financial management options also allow cliémtseat health problems promptly rather than
waiting for conditions to deteriorate. The spece#widence on health outcomes for women and
children in program households, though sparse, doies to a strong positive impact.

The Uganda study by Graham et.al (1999) concludadnany of the clients of MFIs were using
their productive loans to send their children tbasd and pay for their health services. Many
more studies undertaken in this area have alsarowed that both education and health (and

particularly education) are some of the most valasdlts of access to credit.

Women Empowerment

Traditionally, micro finance programs have targetgmnen as the group that is most vulnerable
to poverty. In most societies, women manage the-tdaglay household budget, and are more
likely to save regularly investing the benefitsoiihe welfare of the family. Besides a number of
studies have shown that they are lesser credis riisan their male counterparts. Hulme and
Mosley (1997) noted that 81percent of female boer@whad no overdue repayment installments
as against 74 percent for men.

In many micro finance programs financial servicppear to strengthen the position of women in
the home. They gain respect from their familiesthrey now are able to contribute towards the
household incomes. They can now be involved insi@eimaking; they are able to purchase

some assets, which give them some level of condielamd security. Furthermore, as in
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Bangladesh, careful examination of the evidencgastg that participation in an MFI's program
also typically strengthens the position of the wom@a her family Hulme and Paul Mosley
(1997).

Not only does the access to credit gives the wotharopportunity to make a larger contribution
to the family business, but she can also depldoy #@ssist the husband’s business and act as the
family’s banker—all of which increase her prestagel influence within the household. As Hulme
and Paul Mosley (1997) notes, “In developing cadestisurvival of low income families may
compel all members to engage in productive actisitin spite of little improvement in total
household earnings, a woman's status is likelyetaffected by the increase in bargaining power

as a result of her crucial contributions to fansilypsistence.”

Relationships of Trust

The Uganda study pointed that micro finance prograspecially those that are using solidarity
or group based delivery methodology has led tddhewing benefits among their membership:
the poor are able to work together and this tendsntcourage learning and knowledge among
members. Some of the learning include; how to saoe,to borrow wisely; how to manage their
enterprise or household expenditures, etc. Oftemtbmbers will assist each other during times
of needs: funerals, weddings, etc which lessens e@mmber’s personal burdens.

Operational Definition of Concepts used in the Stugl

Savings and Credit Cooperatives (SACCO)

Savings and credit cooperatives is a set of firedrsgrvices namely savings, credit and technical
services like training, to the members in rurainserrban, urban and metropolitan areas for

enabling them to build asset, to reduce their walbiity and improve their living standards.
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Rural Savings and Credit Cooperatives (RUSACCO)

Rural savings and credit cooperatives is a seinaintial services namely savings, credit and
technical services like training, to the membersunal areas for enabling them to build asset, to
reduce their vulnerability and improve their livistgandards

Shares

Shares are deposits that represent the net wottie shember’s equity in the SACCO.

Credit/ Loan

Credit is the financial assistance given by SACG@g members out of its own common fund; it
is to be repaid with interest

Compulsory Deposit (Savings)

Compulsory deposit refers to the minimum depositgractually agree to bring to the savings
and credit cooperatives on monthly basis.

Business

Business is an enterprise of production or serproeider or trading which may be in the farm
sector or non farm sector that serving the locaketa

Guarantors

Guarantors or members of rural savings and crexbperatives who pledge their compulsory
savings and shares to cover the loss to the ravahgs and credit cooperatives in the events that
the borrower does not repay.

Asset

Asset comprise of building, equipment, tools, lteek, grain stocks, jewels and consumer

durables.
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Household

Family, a basic unit is the household, which inelsidts different family members, their
resources and capabilities.

Empowerment

Empowerment is building capacity of women to hageeas to and control of resources and
making their voices heard in mainstream institutivousehold.

Rural Area

Rural area is the area, which has a populatiorD60%r less. The main occupations of the rural
people are based on agriculture and petty business.

Loan Diversion

Loan diversion refers to members who tend to diveended credit to either productive or non-
productive purposes.

The following (figure 2.2) provides the concepttraime work developed by the researcher that

shows the effect of independent variables on tipeddent variable (post-SACCO income).
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Figure 2.2: Conceptual Frame Wrk
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CHAPTER Il —MATERIALS AND METHODS

3.1. Description of the Study Area
The study was undertaken in southern part of tigeaViNational Regional State, in Ofla woreda.
Ofla woreda is selected for the study purposivedgduse of the availability of more number of

SACCOs, where the records are all well documented.

Ofla woreda lies in the southern part of the regaod is bounded in the north by Enda—Mehoni
woreda, in the East by the Raya—Azaebo woredddrsouth by the Alamata woreda and in the
West side by Sokota (Amhara Region). The woredaldogearters is at Korem, which is 160
kilometers away from the regional capital Mekelhel %19 kilometers away from national capital
Addis Ababa in the main high way from Mekelle todd&l Ababa.

The total population of the woreda is estimated&ol75815, of which 90045 are female and
85770 are male. The total area of the woreda i§.529square kilometers and the density of the
population come to 135.5 persons per square kilenat of (CSA, 2006). More than 83 percent
of the people depend on agriculture for their livebd. Land and water are important natural
resources for agricultural activities. A large podmpn of the land in Ofla woreda has been
cultivated for many years. Most of the hills areehahe forest resources of the woreda were
cleared for arable land, fuel and construction wolsl a result, the land is severely degraded.
Since the farms and hills of the area are modélyoid of vegetation cover, rainfall results in
erosion of the topsoil, and runoff. Therefore, he lbsence of an appropriate land—-use plan, the
cultivation of steep slopes, deforestation and -eyezing have contributed greatly towards

environmental degradation.
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The main source of water for crop and livestockdpiagion is rainfall. The livestock population
is as follows. Cows—28092, Oxen-23201, Bulls-1443heeps—70691 and Goats—53929.
Farming practice in the woreda is characterizecciop and livestock integration where crops
play the dominant role in terms of contribution farmer’s income. Rainfall distribution is
uneven and more than half of annual rainfall faisJuly and August. The maximum and
minimum rainfall lies between 800 mm during sumraad 180 mm during winter. There are
rivers and perennial streams in the area, used footthe irrigation of farmland, and for the
supply of drinking water for human and animals.

Barley, wheat, teff, bean, and linseed are the majops cultivated on the rain fed farmlands.
Wheat, onion, potato, pea, pepper, and tomatoesalvated under irrigation.

With in the woreda there are 16 multi-purpose coapess, one fishery cooperative, 20
SACCOs, 27construction cooperatives, one mining cooperatiear handcraft cooperatives,
nine irrigation cooperatives, one electricity co@we, eight beekeeping and honey marketing
cooperatives, eight sheep and goat fating coopestand one youth entertainment cooperative.
Although, the RUSACCO members found in Ofla woreaaertake mixed farming, they may
differ from each other by the degree of farmingcpc, potential for different agricultural

activities, types of crops cultivated, access toketa and exposure to technologies.
3.2. Profile of the Study Area

The location of the study areas and the RUSACCOehaiindodo, Meseret, Lemelem Korem

and Embeba Hashenge is presented in figure 3.B.2m@spectively.
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Figure 3.1: Map of Tigray Region
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3.3. Sampling Techniques

Simple random sampling method was used to selecRthSACCO. In Ofla woreda of Tigray

there are 16 RUSACCOs.

Taking in to consideration time and budget for ghésticular study, only four RUSACCOs viz,

Endodo, Meseret, Lemelem Korem, and Embeba Hasheagerandomly selected. All the four

selected RUSACCO had three or more years of fumictipand more than 50 members each.

The following (table 3.1) provide information ongadation and size of sample.

Table 3.1: Sampling Frame

Name of RUSACCO Men Women Total Sample sire
Endodo 101 67 168 42
Meseret 117 29 146 37
Lemelem Korem 129 90 219 55
Embeba Hashenge 109 25 134 34
Total 456 211 667 168

Source RUSACCOs membership profile sheet as of Novergdbeéé

From members of each of the four selected RUSACECiBeoworeda, 25 percent of the members
were selected at random from member’s entry doctsna&ithe cooperative society. Thus, from

the four RUSACCO a total sample size of 168 membeass been selected for this study. The
members from each RUSACCO were selected on the ba$trobability Proportionate to Size

(PPS).

Another sample of 60 respondents has been sel&otadthe non-members of RUSACCO who

belong to the same woreda to ascertain why theg Jaaned the SACCO. A multistage sampling

procedure was followed to select the non- membspaiedents. Multistage sampling refers to a

sampling procedure, which is carried out at sev&eajes.
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The non-member respondents were selected fronothedffferent parts of the woreda, of which
the researcher selected second stage units, thireristhe north, 15 from south, 15 from east

and 15 from west of the woreda, thus making thepdasize to 60.
3.4. Tools for Data Collection

The study employs both quantitative and qualitatdeta collected through primary and
secondary sources. The primary data were colleitted farmers who are members and non-
members of RUSACCO by using structured interviehesitile developed by the researcher, by
including all relevant variables for the study. Tihteerview schedule was developed only after a
thorough review of literature, a pilot study andatlission with experts. The interview schedule
was pretested and suitable modifications were mtdeevise ambiguous and complex
statements. The member respondents and non- meedpemdents have been interviewed using
different interview schedules for collecting primatata. In order to collect the primary data from
the members and non-members, three enumerators reem@ted. They were trained by the
researcher in the techniques of interviewing armbneéing the data. The interviews with the
management members were conducted by the researoislf.

In addition to conducting individual interviews witmembers and non-members respondents,
group discussion was conducted with the key comoatiors /opinion leaders of the village to
have more information about the problems of thepeoative societies with respect to access to
credit. The officials of the four cooperatives haween interviewed using a semi-structured
interview schedule developed for this purpose.

This is needed since the management committee menmbay have a different or deviated

opinion about the impact.
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The total sample size of respondents from managemmembers was 30. The interview
schedules for members and non-member respondents developed in English and later
translated in to local language (Tigrign). Henbe, total sample size is:

a. Member respondents68

b. Non-member responden®

c. Management committe20
3.5. Household Socio—economic & Savings and Credittributes

The variables were selected after a thorough redéWwterature and discussion with experts.

Household variables such as socio—economic, dembgrand savings and credit attributes have
been designed in such a way that the requiredrnrdtion can be extracted from them so as to
reach at the envisaged output. Despite the vatgatflmeasurement for some of the variables, a
base line prototype measurement is shown in thie tablow. The table 3.2 specifies how

variables in the model are coded (maneuvered)rfalyaes in latter chapters in such a way that
the required output can be extracted. In fact @mdyne the variables that require immediate

attention are specified in the table 3.2.
Operational Definition of Variables

Dependent variable:is the post-SACCO income of the respondents. dipisrationally defined
as: the amount of annual income (in Birr) generdtedn economic activities after joining
RUSACCO. These include petty trading, crop andsliwek production, cloth, fruit and vegetable
selling and others.

Independent variables

The independent variables selected for the stuety ar
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Age of the respondentis the period from the respondent'’s birth to theetof the interview.
Educational status:is the nature of formal education completed.

Occupation: is a skill or type of experience respondents engageéither farm or non farm
sector or in both sectors, depending up on thésgdssessed and the resource available in the
household.

Farm size:is the total farm size owned by the respondents.

Seniority: is the length of time respondents joined SACCO.

Livestock holding: is the number of livestock (oxen, cow, sheep, ,gdabkey etclowned by
respondents after joining SACCO.

Training: is the type of training respondents have undergdiee joining SACCO.

Crop cultivated: Refer to the major crops grown by the respondaités joining SACCO.
School age children:is the number of school aged children attendingcation in the
household.

Number of times loan availed:is the number of times respondents avail loansr aftining
SACCO.

Expenditure: is the consumption expenditure per household pfteing SACCO.

Employment: Refers to the number of persons employed in tha &nd non-farm sectors after
joining SACCO.

Savings:is the amount of money deposited by the resposddtdr joining SACCO.

Risk orientation: is the respondents’ orientation to take risk in nv@nture.

Productive credit: is the amount of loan borrowed by the respondentbiis common funds

after joining SACCO.
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Repayment:is respondents’ prepayment behavior on loan.
Money lending: is the amount of money respondents have lentecetabars and non- members
after joining SACCO.

Empowerment: is the role of women in involving in activities 8ACCO and decision making.
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Table.3.2: Variables’ Measurement Calibration

Variable name

Measurement unit description

Post-SACCO income of the respondents

Amount in Birr

Socio-economic and demographic variables

Household head

1if male , 2 if female

Age of household head

Number of years

Marital status

1 if married,2 if uamied,3 if divorced,
4 if widowe&df separated

Household head education

Number of years of schooling

Family size Number of householémfers

Occupation 1 if agriculture, 2tidding, 3 if both
4 Civil sentdnif retired

Farm size In hectare

School age children

Number of School age atafd

Livestock holding

Number of livestock owrtgdhousehold

Seniority

Number of yearsystathe SACCO

Productive credit

1 up to 1000 Birr
2 >1000 to Bd®irr
3> 3000 to BABIrr
4 above 5000 B

Number of times loan availed

First time

Second time
Third time

More than thtese

Repayment

2ifyes, 1 no

Savings

1 up to 1000 Birr
2 >1000 to 198ier
3> 1500 to 208ier
4 above 20060 Bi

Profit

Amount in Birr

Money lending

Amount in Birr

Perception on SACCO

Risk orientation

3 if high,2 if medium, lldw

Training 2ifyes, 1ifno

Expenditure Ranking of consumption exgiture
Employment Number of days employed gr@num
Empowerment women’s perception in decisiaking

2 if agree,lifdgree
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3.6. Methods of Data Analysis & Interpretation

Based on the objectives of the study, correlationh @egressions wengsed to analyze the data.
Tables and pie-chart were used to interpret the. dat

Mean, minimum and maximum: Mean, minimum and the maximum were used to clasbdy
respondents in to above the mean, below the meaminimum and the maximum.

Correlation analyses were used to understand gwciasion between the explanatory variables
and the dependent variable (post- income and jprofit

Regression analysis was used to find out the velathportance of various factors, which were
influencing the socio economic activity in the stadea.

Scale: Three point scoring procedure was used to medkeranterest rate SACCO charges to
the respondents, risk orientation and participatedated attributes and another scoring procedure
using a two—point continuum was used to measurgdneeptions of respondents towards the
functions and activities of SACCO and for the resgents perception about the major problems

that hinder expansion of RUSACCO.
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CHAPTER IV —RESULTS AND DISCUSSIONS

4.1. Performance of RUSACCO in the Study Area

4.1.1. Introduction

Beginning in 2002, with the initiative of VOCA—Lerneen Korem and Endodo, RUSACCO was
organized as pilot study in the woreda. Moreoveg, rest of RUSACCO have been organized in
collaboration with VOCA and woreda cooperative @dfin the middle of 2002. RUSACCO was
organized to meet the broad range of financialisesvneeds among poor and rural populations.
A key initiative in the project was building the S£0O’scapacity to mobilize savings. The major
challenge to savings mobilization was ensuringsé®urity of member savings.

All of the RUSACCO studied were actively engagedavings mobilization and granting loans
for productive purposes like commerce and agriceltliable 4.1 provides a snapshot of the four

RUSACCO members, as of November, 2006.

4.1.2. Progress of Membership

The progress of RUSACCO at the inception up toctireent status member enrolled in the study
areas is presented in table 4.1. RUSACCO was esttallin the study area in 2002.

Table 4.1: Growth in Membership of RUSACCO

SI.No.| Name of RUSACCO| Members at the inceptipn Curstatius of members
1 Endodo 33 272
2 Lemelem Korem 25 230
3 Embeba Hashenge 20 170
4 Meseret 20 140
Total 98 812

Source RUSACCOs profile sheet
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It is observed that at the inception period, memheere less in four SACCOs due to lack of
awareness and education about the importance ofC&AE but gradually on observing the
benefit from fellow members, new members also jgirleis found that the SACCO formed in
Endodo has raised the membership by 239 membars3Bmembers in 2002 to 272 members
in November 2007. The members enrolled in Lemlemeloincreased by 205 members from 25
members in 2002 to 230 members in November 2003.flirther observed that the number of
members in Embeba Hashenge has increased by Id®@flanembers in 2002 to 170 members
in November 2007. The members enrolled in Mesareteased by 120 members from 20
members in 2003 to 140 members in November 2007.

The highest membership growth is observed in End8A&€CO. This may be due to the

commitment of the management committee in awarecresgion on the part of non-members.

4.1.3. Progress of Loan Disbursed

Table 4.2 shows the progress in loan disbursetdirgjadrom the initial period up to the current
status. It is observed from table 4.2 that in Emd8ACCO, the maximum credit offered by the
SACCO at the inception period was 500 Birr but ently the maximum amount of credit offered
by the SACCO is increased up to the level of 5000. B\t the inception period the maximum
amount of loan offered by Lemlem Korem SACCO wa8 B@r where as currently the SACCO
offered up to the level of 6000 Birr to its members

Table 4.2: Growth in Loan Disbursed

SI.No. | Name of RUSACCO Maximum loans offered per member (In Birr)
At the inception Current status

1 Endodo 500 5000

2 Lemlem Korem 2000 6000

3 Embeba Hashenge 800 5000

4 Meseret 600 6000

Source: RUSACCO profile sheet
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It further reveals that in Embeba Hashenge SACCQOtha inception period the maximum

amount of loan has been offered was 800 Birr wiasreurrently the SACCO is offer up to the
level of 5000 Birr to its members. It was obsertieat Meseret SACCO, at the inception period
the maximum amount of loan has been offered wasBa®@vhere as today the SACCO offer up
to the level of 6000 Birr to its members. Even tjlouthe growth reported seems to be
commendable, the SACCO members expressed thatritbarh of loan is inadequate with our

business proposal expectation. Members’ loan denrardased from time to time because of
members starting new business which require mgogatand the increase of consumption of
farm inputs liker fertilizer, chemicals and impraolvgeeds etc.

4.1.4. Total Amount of Loan Disbursed

Table 4.3 shows the performance of sample RUSACIG@Ise study areas on lending outreach
over the past four years in terms of number of laath amount disbursed.

Table 4.3: Total Number of Loan & Amount Disbursed

SI.No.| Name of RUSACC( Loan disbursed( in Birr) Men Womet Total
1 Endodo 109840 94(78.3) | 26(21.7) 120
2 Lemelem Korem 54922 68(89.5) | 8(10.5) 76
3 Embeba Hashenge 35960 41(80.4) | 10(19.6) 51
4 Meseret 26700 32(97.0) 1(3.0) 33
Total 227422 235 45 280

Source RUSACCOs progress report as of November 2006
Note: Figures in parentheses indicate the percentages

As of November 2006 Endodo SACCO has disbursed 4@®8rr loan to its members, out of
this men beneficiaries accounts 78.3 percent, wagn@omen members account 21.7 percent of
the total loan disbursed. It was observed that eemKorem SACCO over the past four year’s

54922 Birr loan was disbursed to its members.
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Of which men respondents accounted for 89.5 peroérthe total loan disbursed and 10.5
percent of the total loan amount availed by womémre Embeba Hashenge SACCO disbursed
35960 Birr loan to its members over the past faarg, out of this disbursed loan, the percentage
of men are 80.4 percent while women accounts 1&éept of the total disbursed loan. Further it
was observed that, Meseret SACCO disbursed 26760d2in over the past four years for its
members. Almost all (97 percent) of the disbursethlgoes to men members. Only 3 percent
women are loan beneficiary from the disbursed lo&he highest amount of loan to women was
offered in Endodo SACCO. This may be due to theterce of number of women members are
available in the SACCO.

4.1.5. RUSACCOs Balance Sheet

Even though the report does not show the progregedRUSACCO starting from the inception
period up to the current performance but one calerstand the progress from the balance sheet
that the RUSACCO capital performance and asset 3ize revolving fund is considered as
liability to the RUSACCO because the fund belonghe food security bureau but in order to

facilitate the credit service the RUSACCO functambridge between farmers and food security

bureau(table 4.4).
Table 4.4: RUSACCO Balance Sheet
SI. No.| Name of RUSACCJ  Asset Liability Capital Revolving fungl
1 Endodo 128199.00| 77469.00 37384.00 13346.00
2 Lemlem Korem 99289.10 | 72713.00 24373.10 2203.00
3 Embeba Hashenge | 67806.41 | 46920.00 19486.41 1400.00
4 Meseret 97924.00 | 35215.00 61154.00 1555.00

Source RUSACCOs progress report as of November 2006
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4.1.6. RUSACCOs Income Statement

As per table 4.5, Endodo SACCO has recorded a highefit level than the other three
cooperatives over the past four year. The bettdopeance as the researcher observed in the
field may be due to the existence of committed rganeent committee members by educated
non-members about the importance of SACCO. The genant committee is working as full
time salaried employees in the cooperatives, whiely be the reason for the higher number of
members as compared with the other RUSACCO in tidysarea. The dividend payment has
been declared two times, even though the cooperahave not distributed dividend for the past
two years due to the absence of auditors.

Table 4.5: RUSACCOs Income Statement (Figures in B

SI.No| Name of RUSACCO Revenue Expense Profi
1 Endodo 18862.40 8219.98 10642.42
2 Lemlem Korem 6262.80 3510.41 2752.39
3 Embeba Hashenge 7519.89 3722.16 3797.73
4 Meseret 3911.04 2652.48 1258.56

Source RUSACCOs progress report as of November 2006

It is further found that the performance at Lemeléarem, Embeba Hashenge and Meseret in

terms of profit was 2752.39, 3797.73 and 1258.568spectively.
4.2. Socio—economic Profile of the Respondents
4.2.1. Introduction

The socio—economic characteristics of the sam@pamdents selected for the study are: period

of participation in SACCO, age, marital status,wgation, educational status, land holding and
number of school age children. Hence, an attemptade in this section to analyze the secio

economic back ground of the sample respondents.
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4.2.2. Respondents Participation in SACCO
The period of participation as a member of a SAGE€@tal factor from the point of the use of
the services for sanctioning loan under the savamgkcredit cooperatives.

Table 4.6: Period of Participation

SI.No.| Period of participation Number of members centage
1 |Two years 74 44.0
2 Three years 53 31.5
3 More than three years 41 24.5
Total 168 100.0

Source Primary data collected through field survey

The respondents can access credit only after sntmsaf inception of SACCO as well as active
existence as they become eligible for credit ratirang term membership enables the members
to harness benefits of various training programsygared to a member, who have joined
recently. Table 4.6 portrays the period of ass@mabf the respondents with SACCO. It is
understood that 44 percent of the respondentsatieipating in SACCO for the period of two
years, followed by 31.5 percent of the respondemi®, were in SACCO for the period of three
years. It is found that 24.5 percent of the respotsl are seniors and, whose participation in
SACCO is more than three years.

4.2.3. Agewise Distribution of Respondents

The average age of sample respondents was ab®&lt y3Fars with the minimum and maximum
ages of 19 and 72 years, respectively. Furthés,abserved that the majority of the respondents
(66.7 percent) are male and remaining (33.3 percamé women headed households

respectively.
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The table 4.7 also reveals that the younger categ¢t8-40 years) constitute the majority (65.5
percent) of the respondents, who are keen to gaatein the service of (RUSACCO), followed
by the middle age category (41-50 years) constR6t8 percent.

Table 4.7:Age-wise Distribution

SI.No. Age of respondents Mé6(7) WomenB3.3) Total
1 18—30 years 29 21 50(29.8)
2 31—40 years 41 21 62(36.9)
3 41—50 years 33 12 45(26.8)
4 Above 51 years 9 2 11(6.5)
Total 112 56 168(100.0)

Source: Primary data collected through field survey
Note: Figures in parentheses indicate the percentages

The old categories (Above 51 years) of the respatsdeonstitute only 6.5 percent. It is obvious
that the young and the middle aged are eager totje RUSACCO and like to seize the
opportunities, where as only a few respondenthéndld age category, who are not active in
income generation activities.

4.2.4. Marital Status

Table 4.8 indicates that 76.2 percent of the redeots are married, which comply with the
existing practice of RUSACCO, as unmarried memlaeesbound to migrate to other villages
after getting married.

Table 4.8: Marital Status

Sl. No. | Marital status Number Percentage
1 Married 128 76.2
2 Unmarried 6 3.6
3 Divorced 18 10.7
4 Widow 16 9.5
Total 168 100.0

Source Primary data collected through field survey
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Table 4.8 indicates that 10.7 and 9.5 percent spoedents are divorced and widows
respectively, who are really suffering a lot due tteir low economic status. For such
marginalized respondents, membership in SACCO hased to be a turning point in responding
their economic status. Only a very meager 3.6 per@erespondents are unmarried.

4.2.5. Respondents’ Economic Activities

Participation in economic activities also deterrsirtbeir economic status. As most of the
RUSACCO members in the study area are owning ldrelr livelihood basically depends on
agricultural activities like crop production andiraal husbandry. Majority (50.6 percent) of the
respondents in the study area are engaged in #graduactivities which are basically land based

activities.

Table 4.9: Classification of Respondents on the Biasof their Occupation

SI.No. | Occupation Number Percentage
1 Agriculture 85 50.6
2 Trade 33 19.6
3 Agriculture & trade 24 14.3
4 Civil servant 20 11.9
5 Retired 4 2.4
6 House wife 2 1.2
Total 168 100.0

Source Primary data collected through field survey

It is followed by the trading activities, which eage 19.6 percent of the respondents. Among the
petty trading activities, most popular activitiesred out by RUSACCO members in the study
area are graiand cereal selling, Kiosk (Small shop), clothisgll fruits selling and utensils trading.
About 14.3 percent of the respondents depend dm tbatle and agriculturénly 11.9 percent of

the respondents are civil servant.
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In Ethiopia’s GDP (Gross Domestic Product), therisersector contributes now 33 percent (WB

2005) of the pie. In the study area also, the sersector is going to be a key driver of growth in

the near term, which is evident from the openingofipnany service sector units recently. For

example, even in a small village like Hugumberd&(@3rom Korem), sherobet, pastry and tea,

and hair cut have come up in the same street withea last one year. Only 2.4 percent and 1.7
percent of the respondents are retired and housea@gpectively.

4.2.6. Educational Status

Out of the total sample respondents, 1.8 percenillderate, 4.8 percent are literate, 48.2 percen

are with elementary level of education, and 26.8¢m® of the respondents completed junior

education. Moreover 10.7 percent are with high etkducation, 2.4 percent and 5.4 percent are

with preparatory and Diploma education respectively

Table 4.10: Educational Status

SI.No. | Educational Number Percentage
1 llliterate 3 1.8
2 Read & write 8 4.8
3 Elementary(1-4) 81 48.2
4 Junior(5-8) 45 26.8
5 High school (9-10) 18 10.7
6 | Preparatory(10 &10"? 4 2.4
7 Diploma(10°3or 12%) 9 5.4
Total 168 100.0

Source Primary data collected through field survey

4.2.7. Land Holding Size
Landis considered as the basis of livelihood for thgomig of the rural populationLandholding
will also lead to some demand for services from E&C In this background on analysis was also

carried out regarding the landholding of the resjamts.
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The average land holding of the sample borrowers @85 hectare. The minimum and
maximum holding sizes were 0.25 and 1 hectarepeotisely. The majority of the respondents
(61.9 percent) are having land. Only 38.1 percénh® sampled beneficiaries don’'t have access
to land. Land ownership serves as a good indicafothe initial endowment position of
participating households in the savings and creddperatives since the household head may
need to borrow loan for input purchasing like fexéir, chemicals and improved seeds.

Table 4.11: Respondents Farm Size

SI.No. Area owned Number Percentage
1 Landless 64 38.1
2 Up to 0.25ha 15 8.9
3 >0.25 to 0.5ha 60 35.7
4 >0.5to 1ha 29 17.3
Total 168 100.0

Source Primary data collected through field survey

For the land holding of the sample respondentsp8rBent of land holdings were under 0.25 ha
and 35.7 percent were in between 0.25 and 0.5 ka&@ Only 17.3 percent of the respondents
the land holding were in between 0.5 and 1 hah@ftbtal sample respondents who owned land
is less than or equal to 1 ha of land. Even thomgist of the respondents own lands, most of
them own marginal and small holdings.

4.2.8. Family Structure of Respondents

The household size of a family indicates the l@felependency in the household, or the number
of dependents in the household. The largest fasig recorded is ten while the smallest is one.
Accordingly, the average family size of the sam@spondents was found to be 4.96 persons.

This was the same with the national average ofrsopes (CS0, 1994).
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The large number of dependents (family size) cexlert pressure on household access for credit
and meager for thrift, since this might lead toafee loan diversion. Loan may be diverted

because household expenditures could be highedavdgbr family size.

Table 4.12: Family Size of the Respondents

SI.No Family size Number Percentage
1 1to3 40 23.8
2 4106 85 50.6
3 7109 37 22.0
4 10 and above 6 3.6
Total 168 100.0

Source Primary data collected through field survey

It is observed from table 4.12 that nearly one tlo23.8 percent) of the respondents had the
family size that ranges from 1 to 3. While major(§0.6) of respondents had 4 to 6 family size,
22 percent of the respondents had the family siaerange from 7 to 9. Only 3.6 percent of the
respondents had more than 10 family size.

4.2.9. Major Crops Cultivated by Respondents

The major crops grown in the study area by samgépandents were wheat, sorghum, teff,
beans, barely, chickpea, maize and onion. The nuiah@ percentage of respondents growing
different crops are depicted in table 4.13.

Table 4.13: Major Crops Cultivated by Respondents

SI.No | Type of crops Number Percentage
1 Teff 58 35
2 Wheat 79 47
3 Barely 54 32
4 Maize 42 25
5 Sorghum 72 43
6 Chickpea 54 32
7 Beans 54 32
8 Onion 44 26

Source Primary data collected through field survey
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From the above table one can see that there issbpldy for a single respondent to grow more
than one crop. Wheat and sorghum are the princigegd grown in the area, and has the dual
function of being both a food and cash crop.

4.2.10. Livestock Ownership by the Respondents

Household head in the study area undertake bothamd livestock production activities. In the
area livestock are kept for various economic andasaseasons. The major economic reasons
include supply of draught power, generation of dasbme and food.

Table 4.14: Livestock Owned by Respondents

SI.No. | Livestock type Number Percentage
1 Cattle 134 80
2 Donkeys 45 30
3 Horse 13 8
4 Goats 17 10
5 Sheep 67 40
6 Chickens 65 39

Source Primary data collected through field survey

From the above (table 4.14) one can see that thexgossibility for a single respondent can be
the owner of more than one livestock. It is alssesieed from table 4.14 that respondents in the
area keep more cattle, sheep and chickens than cdtegories of livestock. Oxen are the most

important source for cultivation of land in the are

4.2.11. Number of School Age Children in the Houseid

The table 4.15 brings out the fact that 40.5 pdroérihe respondents have up to 3 school age
children. Moreover 32.7 percent of the respondamnshaving in between 4 and 6 school age

children. Only 8.3 percent of respondents have altoschool age children.
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Table 4.15: Number of School Age Children

SI.No | School age children Number Percentage
1 None 31 18.5
2 1to3 68 40.5
3 4106 55 32.7
4 Above 6 14 8.3
Total 168 100.0

Source Primary data collected through field survey
The table4.15 brings out the fact that 18.5 percent of tbesehold head does not have school

age children. This may be due to the existenceoofesnumber of divorced and widow women
respondents and it has been informed that duriedield survey some household taken out their
children from the school and sent them for emplayie the near by towns(Korem).

The more the number of school age enrolment in dtoald indicates the improvement in the
awareness of the household members towards thertamge of education; this was proven by
137 of the respondents. Further, the more the numbschool age children in the household
shows the less the burden of the children to workncome generates activity to support their
families.

The researcher has observing that some househadis ke their livestock in grazing only after
sending their children to school. This is an inthcaof the families which understand the
importance of education and equally improved thiing condition compared with before
joining the SACCO.

At times in some poorest families, the householasehtaken out their children from the school
and sent them for employment in the nearby towasgjqularly in the construction company as

daily laborers in the outskirts of the towns andnmall hotels and houses as servants.
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4.3. Functions and Activities of RUSACCO

4.3.1. Introduction

The most basic function of a SACCOfisancial intermediation That is bringing savers and
borrowers together in a system that covers allhef ¢osts of doing business and is profitable
/useful to both parties.

4.3.2. Functions of RUSACCO as Perceived by Members

Respondents were asked to state whether SACCOderonultiple functions to its members. In
response to these statements, all of respondemeecaghat SACCO bringing savers and
borrowers in a system as financial intermediati8ACCOs take members’ savings in the
appropriate amounts and times, and lend loan tontlimbers for their business, and recover all
the loans given as credit with interest. Moreov&CEO charge interest on loans and pay
interest to saving. Further SACCO allow memberitm a business by placing their capital at
risk and to receive a return (profit) on that invesnt.

From the table 4.16, it is found that all the resgents agreed that SACCO as an investment
function, selling shares to members in appropriateount and times. 97.6 percent of the
respondents agreed that SACCO retain some profit fnterest earned on the lending operation.
Finally, 94.6 percent of respondents agreed thaEG@ pay dividend to the members on the

basis of the shares owned.

48




Table 4.16: Functions of RUSACCO

SI.No. | Functions of RUSACCO Agree Disagree | Total

1 Bringing savers and borrowers in a systein 168(200.0 — 168

2 To take members savings in the approprigtd68(100.0) — 168
amounts and times

3 Lend money to the members for use 168(100.0) — 168
in the business
Recover all the loans given as credit 168(10d.0) — 168

5 Charge interest 168(100.) — 168

6 Pay the interest on their savings 168(100{0) — 168

7 To allow members to form a business 168(104.0) — 168

8 Selling shares to member in appropriate | 168(100.0) — 168
amount and times

9 Retaining some profit from interest 164(97.6) 4 (2.4) 168
earned on the lending operation

10 Pay dividend to the members 159(94.6) 9(5.4) 168
on the basis of the shares owned

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage

4.3.3. Activitieg/services of RU SACCO as Perceived by Members

Respondents were asked to state whether they agrdesagree with a series of statements
describing whether the SACCO provide the finans@lices to its members, like open deposits,
fixed deposits, internal transfer facilities, trirsfacilities between the SACCO and the link

Banks, convert cheques in to Birr, credit collectigervices to other institutions, installment
collection on behalf of other institutions or premm collection on behalf of insurance

institutions. In response to these statementxfdlie respondents unanimously (100.0 percent)
agreed that SACCOs currently offer open (demanghosiés and productive credit financial

services to its members.
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Table 4.17: Services Provided by RU SACCO

SI.No | Service provided by RUSACCO Agree Disagree Total
1 SACCOs offer open deposits to its membefs 169(100 — 168
2 SACCOs offer fixed deposits to its membefs — 168 (100) 168
3 SACCOs only offer savings accounts 168(100) — 168

and productive credit
4 SACCOs offer internal transfer facilities — 168 (100) 168
5 SACCOs provide transfer facilities with Bapgk — — 168 (100) 168
6 SACCOs convert cheques in to Birr — 168 (100) 168
7 SACCOs offer credit collection services — 168 (100) 168
to other institutions
8 SACCOs offer installment collection on — 168 (100) 168
behalf of other institutions
9 SACCOs offer premium collection on — 168 (100) 168
behalf of insurance companies

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage

All of the respondents disagreed that SACCO doprovide at all such services (like fixed
deposits, internal transfer facilities, transfagilfies with Bank, convert cheques in to Birr, dite
collection services, installment collection, anémium collection) to the members. Specifically,
members commented that SACCO only provide compylsaving and productive credit service
to the members, but in the future, they are maéstylito need to have time deposit in the service
and product line of SACCO.

All of respondents disagreed that SACCOs do nogroiiiternal transfer facilities between
SACCCO and transfer facilities with Bank. Critigalmembers expressed their opinion that they
need this financial service to transfer money & tif son and daughter as they studied in private
college at Mekelle since currently they transfer thoney by commercial bank of Ethiopia.

In addition to these, all of the respondents disedithat SACCO currently does not offer this
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services such as (convert cheques in to Birr, tredliection services to other institutions,
installment collection on behalf of other instiris and premium collection on behalf of
insurance companies), but they think SACCO woufdrah the future.

In general, respondents strongly agreed that SAC@@ently offer only saving and productive

credit financial services to its members.

In contrast, all of the respondents disagreed 8CCO does not offer entirely any of the
following financial services to its members, namélyed (time) deposits, internal transfer
facilities, transfer facilities with bank, converheques in to Birr, credit collection services to
other institutions, installment collection on béhafl other institutions and installment collection
on behalf of other institutions.

4.3.4. Why Use RUSACCO Services?

When respondents were asked to explain why use $A&&vice instead of other financial
institution service (an open ended question), nitgjoreplied that RUSACCO offers an

alternative and offers advantages.

1. Access to Loans

Access to loans is the first reason invoked forob@nog a member of a SACCO (is respond by
66.7 percent of respondents). In many cases, #rerao formal institutions providing access to
credit for this segment of the population.

2. Security for Savings

Security for savings is a second important reasorb&écoming a member of SACCO. For the
respondents, security means protection of agaiedt br other losses caused by fire or other

natural causes.
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Security also means avoiding unnecessary expenses gash is kept at home. For some others,
security means income protection in order to da#i wnexpected expenses with out disrupting
the family budget.

For other respondents, security means avoidingussons with those holding the money
(parents, friends or merchants) on the amount tooio

All these elements indicate that fundamentallySW&CO service inspires confidence since it is
associated directly with the benefit of security.

3. Proximity and Services

One of the frequently mentioned positive aspecthesproximity of the institution and the type
of services offered. People particularly apprecitiie access and proximity of the SACCO
services.

Majority of the respondents (83 percent) reportet the SACCO is essential when it comes to
borrowing money or to saving up any large amountnohey. For 26 percent of respondents

there are no other options available offering g security and accessibility.

4.4. Factors Influencing Socio—economic Changes

4.4.1. Introduction

The regression analysis was applied for analyeddctors influencing the economic change by
SACCO among members and the Pearson test was tasddtermine correlations between
income and profit and the continuous independenibies such as age, education, land size,
seniority at the SACCO, savings, family size, creainount, number of times loan availed, and

number of days employed.
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Prior to running the regression analysis all thargifiable continuous variables were checked
with multi-collinarity test and it is found thatdhe is no multi-collinarity problem. Hence, no
variable was removed and all the nine continuodependent variables have been used in the
analysis. Likewise, the results of the computatibriPearson test correlation revealed that there
was no serious problem of association among contisivariables. The summary statistics of the
independent variables used in the analysis is thpino table 4.18 and 4.19.

4.4.2. Pearson Correlation Test

The Pearson test (table 4.18) was usedetermine correlations between income as webraft

and the independent variables.

These four variables deserve attention (senios#ying, loan size, and number of times loan
availed). Positive significant correlation have medserved between seniority, saving, size of
loan, number of times loan availed and post incofmine respondents (P=.001, .001, .000 and
.000 respectively).

Similarly for profit, there is significant and ptse correlation between seniority, the size ohloa
and number of times loan availed and profit fronorexmic activities (P=.000, .000 and .000
respectively).While the variable saving had sigumifit negative correlation with the profit
(P=.000). It is therefore possible to explain chleamgy post-income and profit is due to these
variables. No other statistically significant cdateon could be observed among the variables for

income and profit.
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Table 4.18: Meass of Correlation (Pearson Test)

Correlation test for the variableCorrelation test for the variable
post-income of economic activity | profit of economic activity
Variable Correlation | P value Result Correlation | P value Result
Age .057 461 NS -.031 .869 NS
Education -.034 .659 NS .008 916 NS
Land size -.042 593 NS -.019 .809 NS
Seniority at the 246 .001 SF .269 .000 SF
SACCO
Savings .256 .001 SF -.303 .000 SF
Family size -.029 711 NS .041 .595 NS
Credit amount .286 .000 SF .305 .000 SF
No of times loan .339 .000 SF 440 .000 SF
availed
Number of days .055 475 NS -.135 354 NS
employed
NS: Not Significant at the 0.01(2-tailed)
SFE Significant at the 0.01(2-tailed)

Source Result of primary data analysis

It can therefore be concluded from this analyset tthere are some variables that represent
highly significant correlation between income anefip. However, it may be surprising to
observe that age, land size, education, family sizd number of days employed have no
significant correlation to profit and income.

4.4.3. Regression Analysis

Regression analysis (table 4.19) was used to igethe relative importance of various factors

which influence the income of the respondents afieing in SACCO in the study area. As there
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are several factors which contribute to the pos€ES® income of the respondents in varying
measures, linear regression is considered to bentd® appropriate statistical tool to assess the
influence of independent variables on dependerndlviax:

In the linear regression model used in this stpdgt-SACCO income of the respondents is taken
to be the dependent variable and quantifiable blegalike education in number of years, age in
years, number of family members of the respondenits\ber of school age children, amount of
loans, number of times loan availed, savings amdbau of days employed per annum are taken
to be the independent variables.

The joint effect of a group of the independent ables on the post-SACCO income of the
respondents is studied by framing the multiple esgion equation of the variabfg” on the
other independent variables. The following modehwiine independent variables is used.
Justification for Selection of Variables

The nine variables selected as independent vasiakegenerally bound to influence the income
of the respondents. The justification for selectthgse variables in this analysis is presented
herein below.

Education(x,)

It is assumed that education will help memberglamiify the economic opportunities better and
they would deal with the changes in the businesg@mment in a better way.

Age (%)

Age is an important factor in business promotianthe young aged are more dynamic and take
more risk; where as the middle aged are having tantato deal with difficult situations in the

business.
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Family size (%)

Number of children in the family is also to be taka to consideration, as some of the jobs are
performed by children in petty business, most oicWwlare home based.

Credit(x 4)

In rural areas credit remains the largest fundiagrees for launching of petty business by
SACCO members. Since the credit is easily accesaifdl available in time.

Savings(x%)

Saving enables the SACCO members to have accessddit and to cope up with economic

shocks in the business with out selling off thedpiciive assets.

Number of times loan availed(x)

One shot SACCO loan will not help to the membess,ttee need of the business keep on
growing, they require multiple doses of credit @fter another so as to sustain the growth of
their business.

Seniority at SACCO (x)

Seniority at the SACCO enables members to have amwress to credit as a result the income of
the member will be improved. Hence, this is an ingoat variable, which have a bearing on the
income of the respondents.

Land size()

Land size which is directly proportion to incomeasta significant and positive impact on income
performance. This is because those respondentdargér cultivated land earn more income be

it from crop production or livestock rising.
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Number of days employed per annum(y
Number of day’s employed is directly proportionitcome. When the employment in terms of
man-days increase, the income of the respondemgyalsip.

The following model with nine independent variabikessed.

Y=a+ b1X1 + bzXz + b3X3 + b4X4 + b5X5 + b6X6 + b7X7 + b8X8 + ngg
Where
Y= Post-SACCO income of the respondent

a= Intercept (Constant)

b, to b= Regression coefficient

x1= Education ( number of years)
Xo= Age (in years)

x3= Family size(number of family)
X4= Credit amount (in Birr)

xs= Savings (in Birr)

Xs = Loan availed (Number of times)
X7 = Seniority at SACCO (in year)
xg= Land size (in hectare)

Xo= Employment per annum (Number of days)

The values arrived using th®tatistical Package for Social Sciences (SPSS6)200
version 13.0,are presented in the table 4.19. It shows regnessaefficient of the
independent variable estimated through regressiatysis along with theift" values

and co-efficient of multiple determinatigR?).
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Table 4.19: Regression Model

Variable Regression coefficier Std. erro “t” A Sig
Intercept 4675.597 1645.159 2.842 .005
Education(x) -65.286* 37.581 -1.737 .084
Age (%) 6.612 19.606 337 736
Family size(x) -7.579 93.393 -.081 935
Creditamount @ .086 132 .650 516
Savings(x) 762%% 228 345 .001
Number of times(y 359.216** 159.815 2.248 .026
Seniority (%) -321.350* 189.928 -1.692 .093
Land(>g) -773.949 540.532 -1.432 154
Number of days 1.331 4.398 .303 .763
employed(y)

Notes: * Significant at 0.1 lev&tSignificant at 0.05 level*** Significant at 0.01 level

R%.206 F value 3.983df 10 P valve = 0.000

Source Result of primary data analysis

Discussion on the Significant Explanatory Variables

Out of the nine variables hypothesized to influetite economic change by SACCO, four
(education, savings, number of times loan avaided| seniority) were found to be statistically
significant.

The table 4.19 shows that the co-efficient of dateation(R?) is 0.206. It denotes that only 20.6
percent of the total variation of the dependentialde "Y" (post-SACCO income of the

respondents) is explained by the independent Jasaimcluded in the regression analysis.
Therefore, one must look beyond the listed indepehdariables in order to find out factors

influencing economic changes for the increasest-BACCO income of the respondents, who

have taken up economic activities. Hence, the &otasons for the increase of post-SACCO
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income of the respondents in the farm sector mahéelifferent factors such as mixed cropping,
crop rotation, switching to cash crop, proper sypmi agricultural inputs like quality seeds,
fertilizers, pesticides and technology, contropest and diseases and flourishing dairy activities.
The F ratio is also foundsignificant. From the value oft" statistic corresponding to the
regression coefficient, it is found that the foariables x (education), x(savings) % (humber of
times SACCO loan availed) and (seniority at SACCO) are found to be statisticaliynificant,
indicating the importance of these four variabldscl influence an increase in the post-SACCO
income of the respondents.

The independent variables such as savings and mwhkees availed have significant positive
relationship with the post-SACCO income, while teriables education and seniority have
significant negative relationship with the post-SAQ income,contrary to what was expected.
From table 4.19, it can be observed that one unit ofem®e in compulsory savings (share)
cetaris paribusvould increase the post-SACCO income by Birr 0.762

This implies that when the members increase theestapital (monthly compulsory saving) this
enables to absorb large amount of credit sincedardo obtain credit the amount of share capital
is the major determinant factor.

One unit of increased in loan availed timeetaris paribuswould increase the post-SACCO
income by Birr 359.

Number of times SACCO loan availed is found be gnificant variable in increasing post-

SACCO income. Their loan availed time should begased in order to improve the
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performance of the business as well as living dioriof the family. When respondents’ status
in education and seniority increasestaris paribuswill bring down the post-SACCO income by

Birr 65 and 321 respectively.
Interpretation to the Significant Variables

Education

Results of the regression model tell that thisatda had a significant negative influence on the
economic change in responderdsntrary to what was expected. The coefficienttasistically
significant at 10 percent significance level. Thaigght be because of the economic activities
performed by the respondents such as farming atty fpade in the study area may not require
good educational status.

Savings

The model estimates confirm that saving which paxy for post-income, has a significant and
positive impact on the economic change in the stadda. The coefficient is statistically
significant at 1 percent level. This is becauseséhespondents who increase their share capital
will have more loan access than those members ahe $mall share capital in SACCO.

Number of times loan availed

As indicated in the table 4.19 that the post-incOMeé is positively related to the number of
times loans availed by the respondents indicatiag the probability of improvement in post-

income increases with the increase in loan.

The coefficient is statistically significant at ®rpent level. It implies that frequent borrowers

showed higher improvement in post income than neegquient borrowers.
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Seniority

The results of the regression model show thatigble influenced the economic change (post-
income) negatively. This is consistent with thpreori expectation. This variable is statistically
significant at 10 percent level.

This contradict with the higher the number of yeassociated with SACCO, higher will be
exposure through more training and respondents Waee these experiences and more

knowledge to wards business and efficient util@awf their loans in the business also.

4.5. Impact on Business, Income, Family Living Contons & Empowerment

4.5.1. Introduction

In this section, impact of the RUSACCO on the resjmt is analyzed in terms of change in
income, change in family living condition and emmoment over the pre-SACCO period. The
change in business is measured in terms of prefiegated from the income generating activities.
The change in income is measured in terms of chamgest income. The change in family

condition is measured in terms of the amount ofrgpMEmpowerment is measured in terms of
the change in perception of the women on the semmomic aspect.

4.5.2. Impact on Business

Characteristics of the Population

Table 4.20 brings out the fact that the proportémorrowers by gender and level of education
in the study areas.

Out of 168 sample household respondents, 68.5 meofethe respondents availed loans from

SACCO, while 31.5 percent didn’t avail loans. Catégs of borrowers using productive loans
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were mostly men (68.7 percent) and only 31.3 péraesm women. Hence, it can be concluded

that there are significant differences between rmed women in terms of availment of loans

.This difference may be basically due to men dotethanembership.

Table 4.20: Productive Credit Borrowers by Gender

SI.No. | Gender Yes(68.5) No(31.5) Total

1 Men 79(68.7) 33(62.3) 112

2 Women 36(31.3) 20(37.7) 56
Total 115(100.0) 53(100.0) 168

1 llliterate 2 1 3(1.8)

2 Read & write 7 1 8(4.8)

3 Elementary 49 32 81(48.2)

4 Junior 35 10 45(26.8)

5 High school 15 3 18(10.7)

6 Preparatory 3 1 4(2.4)

7 Diploma 4 5 9(5.4)
Total 115(100) 53(100) 168(100.0)

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage

Further, it can be noted that the main distinceomong the borrowers is the level of education.
There are significant differences between the eweéleducation among the borrowers. One can
understand from table 4.20 is that those who haseboerrowed were less literate and less
educated as compared with the borrowed respondents.

Interest on Loan

Interest on savings currently is 2.5 percent pemuanin four sample study area; and for loans,

SACCOs charge between 12 percent and 14.5 pereeahpum.
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Figure 4.1: Interest on Loan

E/Ashenge14.5%

Endodo14.4%

L. Korem 13.2%

Source Primary data collected through field survey

Interest on loans is calculated annually with trenlto be repaid within one year. The interest on
savings is lower than the levels in the commertiahks and Dedebit Credit and Saving

Institution which is 4 and 3 percent respectivdlyt the interest charged on loans is generally

higher than the banks and DECSI.

Figure 4.1 showsthat how SACCO charge interest on loan in the samspldy areas, which is
higher than bank rate (8.5 percent) and micro fieaimstitutes (9-12 percent) but much lower
than the rate charged by money lenders (20-100epBrc This rate has been decided by the

general assembly before three years and seemskdevsome years to come.

Reasons for Not Borrowing

Table 4.21: Reasons for Not Borrowing

SI.No. | Reasons Number Percentage
1 Lack of guarantor 3 5.6
2 No business opportunity 16 30.2
3 Guarantor for other member 16 30.2
4 No need for a loan 18 34.0
Total 53 100.0

Source Primary data collected through field survey
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Out of 168 sample respondents 31.5 percent of égpondents have not availed loan from
SACCO. While analyzing the reason for not borrowiogn, 34 percent of the respondents
reported that they did not face the need for creslitile the remaining were constrained by
different factors including guarantor for other nimmn no business opportunity and lack of
guarantor (Table 4.21).

Purpose for which Borrowed

The loan delivered to the respondents through #wng and credit cooperatives have been
invested in variety of micro enterprise, in agriau, trade and service activities.

Table 4.22: Purpose for which Borrowed

SI.No. Purpose Number Borrowed amount
1 None 53(31.5) -
2 Agriculture 68 (40.5) 127100(59.4)
3 Trade 35(20.8) 68660(32.1)
4 Service 12(7.2) 18300(8.5)
Total 168(100.0) 214060(100)

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage

As shown in table 4.22, 31.5 percent of the respotsdare not availing any credit either for farm
or nonfarm activities. Majority (40.5 percent) difetrespondents in the study area have taken
credit for agricultural activities like crop prodian, vegetable and fruit crops and animal
husbandry. The reason being in remote rural arkes tivelihood depends on agricultural
activities. It is observed that 20.8 percent boedwior trading activities like petty shop, cloth
selling, vegetable and fruit selling, selling readde garment and salt business. Only 7.2 percent
of respondents have taken credit for service dm#vilike tea/coffee shop; hair cut saloon,

blacksmith work, selling of local drinks (tella akdrefe) and sherobet.
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Share of loans for agriculture is higher (59.4 patfthan the other economic activities. This
may be attributed to the fact that the respondeatsowed for the purchase of agricultural inputs
like fertilizer, chemicals and improved seeds. Atb88.1 percent of the loan amount was for
trading activities and only 8.5 percent of the laamount for service sector.

Number of Times Loan Availed

The continued access to SACCO loans has many iatiics for both SACCO as well as to the
members. Due to the continued access to loans, ersndan reduce dependence on out side
borrowing for a high interest rate and as theyigetly and usually a higher repeat loan; they can
seize the emerging business opportunities in @bety.

Table 4.23 presents the number of times loan avéethe sample respondents. It is found that
31.5 percent of the respondents have not avaibad lo

The percentage of respondents who availed loanthéofirst time represent 7.8 percent. 19.6
percent of of respondents have aviled loans for twmeoes.Where as, the percentage of
respondents who availed loans for three times (Bér6ent) are higher than the other category.
Only 3.6 percent of the respondents availed loansbre than three times.

Table 4.23: Number of Times Loan Availed

SI.No. | Number of times loan availed Number Loan amount
1 None 53(31.5) —
2 One times 13(7.8) 8590(3.4)
3 Two times 33(19.6) 42550(16.7)
4 Three times 63(37.5) 175820(69.1)
5 More than three times 6(3.6) 27400(10.8)
Total 168(100.0) 254360(100.0)

Source: Primary data collected through field survey
Note:Figures in parentheses indicate the percentage
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By availing repeated loan, the SACCO members cakenmravestment to start new business and
expansion of the existing business, which will ioyw the performance of the business.
Continued credit access by members creates a d¢rsthry in the SACCO, which will help to
approve the future loans at a short time, and edsoassess the inherent risk in a better way
through the credit history of the members.

Single versus Multiple Activities

Generally, poor household in rural area engage skbms in a variety of small livelihood
activities. For exampte-a poor household head may have a piece of landiewhéhey raise
food and vegetable crop, and also have one or oms ©r have 3 to 4 goats or 5 to 10 poultry
birds and also conduct commercial transaction énrtéar by market, like selling of merchandize
in open market (like fruit and vegetable, clothftpeshop, thread), may also involve in small
service business (like hair cutting salon, repant enaintenance shop, sherobet, and tea / coffee
shop) to diversify their income stream.

As money is fungible, the poor household head heddan interchangeably for production and
consumption purposes according to their needsemetes, constraints and opportunities at the
given point of time. It is found that when they @st the loan in the business, some of them
spread it over multiple activities as a risk mitiga measure. For example, from a loan of Birr
1000, the member may purchase a cow for Birr7GMhesp for Birr 250 and five poultry for Birr
50. Some of the members, who have taken biggers)oaave made investment in distinct
combination of activities such as tea shop and phmwoth or petty shop and hair cut, livestock
fatting and tea shop etc. Respondents were asketharmthey invest loan in either single or

multiple activities and the response obtained fthem are presented in table 4.24.
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Table 4.24: Single versus Multiple Activities

SI.No.| Respondents engaged in Number Percentage
1 None 53 31.5
2 Single activities 35 20.8
3 Multiple activities 80 47.6
Total 168 100.0

Source Primary data collected through field survey

Majority (47.6 percent) of the respondents investednultiple activities. Multiple business
activities include crop production and livestocknrg, petty business, vegetable and fruit selling
and tella or korefe selling and so on. This is thuéhe reason that most of the respondents are
from rural areas and they are used to take up pheiléictivities to boost their household income.
For example, in Hugumberda (Endodo SACCO) respdsdesnduct a petty business in open
market in addition to their regular crop cultivatiand animal husbandry activities. Only 20.8
percent of the respondents conduct single busenssties.

From the result presented in table 4.24, it is tbtimt 31.5 percent of the respondents are not
taking any loan from the SACCO; neither investsrtloan in single nor multiple activities. More
specifically this group includes civil servants grehsioners.

Existing versus New Business

SACCO members invested the loans either in exigigtty business, which are already managed
by them/household members or invested in promatew venture. The table 4.25 shows that the

distribution of respondents according to their loarestments either in existing or new business.
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Table 4.25: Existing versus New Business

SI.No | Particulars Number Percentage
1 None 53 31.5
2 Existing business 94 56.0
3 New business 21 12.5
Total 168 100.0

Source Primary data collected through field survey

It is observed that 56 percent of the respondemssied their loans in existing business; where
as 12.5 percent of the respondents invested thanslin new business, which seems to be good
beginning. The new businesses started are teaddig® shop, wood furniture and petty shop.
Respondent’s Responses on Loan Diversion

Borrowed loans may also diverted for other purpokks house construction, education,
purchasing of household appliances and food. Thédkaffect the enterprise working capital as
well as the profit generated from the venture.

Out of 115 respondents who availed credit for idezhpurpose, 58.3 percent of the respondents
have invested the loan for which it was intended 4b.7 percent of the respondents diverted to
other purposes. The different purposes for whiemIdiverted are presented in table 4.26.

Table 4.26:Respondents Response on Loan Diversion

SI.No. | Loan divert to Number Percentage
1 House improvement 17 35.4
2 Food 15 31.3
3 Cloth 3 6.3
4 Health 2 4.2
5 Education 3 6.3
6 Celebrations 1 2.1
7 Transportation 3 6.3
8 Land tax 4 8.3
Total 48 100.0

Source Primary data collected through field survey
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The researcher identified the cases of diversiérd Bercent and 31.3 percent of the respondents,
diverted for meeting house improvements and fompeetively. Then came in the following
cases of diversion: land tax 8.3 percent, 6.3 pergdoth, education and transportation), health
4.2 percent, and celebrations 2.1 percent. Evengtindhese are basic and urgent needs, the
SACCO managers should follow up the loan utilizagpurpose, otherwise it will take long time
in preventing the diversion of the loan.

Assets Creation

The impact of participation in SACCO on househddeds can be seen from the table 4.27. It is
inferred that 68.5 percent of the sampled respasdmuld made additionaksetsMost of these
assets are shown to be in the form of construationew houses, repairing old ones, livestock
purchase like sheep, goat, cow, oxen, donkey, ehieid purchase of household equipment like
tape recorders, radio, television, chairs, ancetabl

The rest 31.5 percent of the respondents haveauplired any additional assets. It can also be
observed that the asset creations are lower foremaman men.

Majority (31.5 percent) of the borrowers had theeasvorth more than 1000 Birr. It is further
found that 17.9 percent and 19 percent of the lkamre had the asset worth up to 500 and

between 500 and 1000 Birr respectively.
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Table 4.27: Asset Created by Respondents

Sl.No. |Additional assets Men Women Total
1 None 33 20 53(31.5)
2 Up to 500 19 11 30(17.9)
3 >500 to 1000 20 12 32(19.0)
4 >1000 to 1500 17 9 26(15.5)
5 >1500 to 2000 11 1 12(7.1)
6 >2000 to 2500 8 3 11(6.5)
7 Above 2500 4 — 4(2.4)

Total 112 56 168(100.0)

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage

Access to property is one important aspect of engopm&nt for women. The lack of effective

access to and control over important resourcesidyrajority of women in rural areas is a major
obstacle to women’s socio-economic empowerment.

Property is a status symbol underscoring womemnisdocial and economic status (World Bank
1999). For those women whose assets increasedemla of the loan, there is a tendency for
complete or shared ownership of assets by women.

And since power is always related with ownershipae$ets particularly in rural areas these
women are expected to experience a certain levehmgfowerment. But generally the impact of
the SACCO participation on women’'s empowerment ugho extra asset creation is not
significant as compared with men. Overall impacttitoed SACCO participation on additional

household assets is significant

Employment

SACCO loans for members, when they properly utiligerve twin purposes.
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They provide them with gainful employment opportymot only to self, but also to others and
yield a stream of income. Growth of business opepsa vista of opportunities for the
underprivileged to raise them from under employtadus to full employment status. As the skill
base of the poor is low, they can find jobs easilg business enterprise, which need low skilled
persons.

Table 4.28: Employment Status in the Business

SI.No. | Number of persons employ¢d Pre—-SACCO Post—-SACCO
including the respondent Number | Percentage Number | Percentage
1 1 person 134 79.7 118 70.2
2 2—4 persons 31 18.5 42 25.0
3 5 and above 3 1.8 8 4.8
Total 168 100.0 168 100.0

Source Primary data collected through field survey

It is inferred from table 4.28 that there is a dnamhount of change observed with respect to
employment opportunity. About 79 percent of thetasieimployed only one person on an average
during the pre-SACCO period and this figure has edoup to 70.2 percent during the post-
SACCO period.

It is observed that this category of businesstigeeirun by respondents themselves on a part time
basis to adjust with their other roles in the htwade or in the entry level, which have a very few
customers and a low level of turnover and can ffotcato have another employee. It is found
that 18.5 percent of the units were employing 2efspns in their business during the pre-
SACCO period and this figure has moved up to 28gu@rduring the post-SACCO period.

It is further found that 1.8 percent of the pettysinesses have employed more than 5 persons
during the pre-SACCO period and this figure has edoup to 4.8 percent during the post-

SACCO period.
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This 5 and above person activities are seasonalnaor@ commonly true in the agricultural
activities like plowing and harvesting create emypient opportunity for 5 and above persons.
Thus, promotion of rural saving and credit coopeest addresses the problem of unemployment
among the poor and brings vibrancy to the ruraheooy

Training

SACCO training facilitates to run the units effgety. Training programs are offered by Non-
government or other specialized agencies. Majoitrgs conducted by SACCO include
awareness creation about cooperative philosoplogeprutilization of credit, improving saving
habit and business diversification.

From the table 4.29, it is found that 60.7 pera#nthe respondents have undergone training in
saving and credit area, where as 39.3 percenteofdbpondents’ not undergone training. The
respondents reported that during the formationudpnothe contribution of woreda promotion
office and Volunteers in Overseas Cooperative Amsce (VOCA) Ethiopia, they received
training in the area of saving and credit coopeeatias well as business diversification.

Table 4.29: Respondents’ Responses on Training

Sl.No.| Description Number Percentage
1 Trained 102 60.7
2 Not—trained 66 39.3
Total 168 100.0

Source Primary data collected through field survey

Majority of the training participants have confirchéhat they have benefited greatly from the
training. All know their roles and responsibilitieand the manager and board members in

particular work together harmoniously.
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Types of Training

Regarding the types of training, 37.3 percent spoadents have been trained in habit of thrift
and 29.4 percent in proper utilization of credihey were also trained in the following area:

cooperative ethos and philosophy (28.4 percent)oaisthess (4.9 percent).

Table 4.30: Types of Training

Sl.No. | Types of training Number Percentage
1 |Proper use of credit 30 29.4
2 Increase habit of thrift 38 37.3
3 Cooperative philosophy 29 28.4
4 Business diversification 5 4.9
Total 102 100.0
Source Primary data collected through field survey
Do borrowers are late in Repayment of loan?
Table 4.31: Late in Repayment of Loan
1 | Number of respondents loans availed 115
2 | Number of respondents making late payments 15
3 |Percentage of respondents making late payments  13%
Source Primary data collected through field survey
Table 4.32: Reasons for Late in Payments
Sl.No. | Reasons for late in payments Percentage
1 Negligence 6.7
2 Repayment periods too close 33.3
3 Unforeseen events 53.0
4 High family expenditure 7.0

Source Primary data collected through field survey

As per the table 4.31, onlyl3 percent of the redpats stated there was delay in repayment of
their loan. Reasons were unexpected expenses (&&npe less period of repayment (33.3

percent), high family expenditure (7.0 percent) aadligence (6.7 percent).
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Risk Orientation

A special scale was constructed and used to measurerientation of members based on their
awareness on the business, on a three point contirflsigh, medium and low).

Members may face risk at various point of timehas/tare exposed to multi various perils both in
the household and in their business, some of whrehfully beyond their control. Figure 4.2
attempts to present the orientation of the respatsdewards risk.

It is found (figure 4.2) that 58.9 percent of resgents have medium risk orientation to wards
their venture. The percentage of respondents whke kaw risk orientation accounts to 38.1.
Only 3 percent of respondents had high risk origora

Figure 4.2: Respondents’ Risk Orientation

Low
38.1%

Source Primary data collected through field survey

Table 4.33 attempts to present the various copiageglies followed by respondents were: using
the personal savings, borrowing from various saitcially at an exorbitant rate of interest (the
rate of interest increase with the rate of urgeatyaking the loan), interest free loans from

friends and relatives, selling of their assets etc.
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Table 4.33: Coping Strategy Followed By Respondents

SI.No. | Coping strategy Number Percentage
1 Using personal savings 116 69.0
2 Sale of assets 24 14.3
3 Borrowing 28 16.7
Total 168 100.0

Source Primary data collected through field survey

69 percent of the respondents manage risk by ysengonal savings, 16.7 percent of them by
borrowing from other sources, and 14.3 percenthefdorrowed managing the risk by selling

assets

Money Lending

When the lucrative base of the venture generatefit,pmembers lend money to friends and
relatives on condition that they will pay it badkea some time.

It is inferred that majority (69.6 percent) of thespondents didn’t lend money to members and
non-members in the study area.

Table 4.34: Respondent Response to Money Lending

SI.No. | Loan amount Number Percentage
1 None 117 69.6
2 Up to 1000 47 27.9
3 |>1000 to 2000 4 2.4
Total 168 100.0

Source Primary data collected through field survey

Of the 168 respondents in the study areas onlyeSfandents have lended money to members
and non-members. More than one fourth (27.9 percénihe respondents lend money up to 1000
Birr for friends and relatives, while 2.4 perceffttioe respondents lend money on the range of

1000 and 2000 Birr.

75




The profit is due to the nature diversification of activities carried out by thesppndents in the
trading activities after getting credit and somgpandents stated that after taken credit they rent

farm land on lease basis and produce and earrn@ulitncome.
4.5.3. Impact on Income and Family Living Conditiors

One of the primary objectives of the SACCO progiarto improve the income of the members
through the provision of organized financial seegic This is accomplished by engaging
participants in income generating activities athbesehold and community level.

Among SACCO members, there is bound to be incoraquality due to various reasons. This
income inequality is further compounded by the gime@non that various members use the loan
for running their petty business and get incremdantame, where as some respondents use the
credit not for productive purpose and divert it fomproductive purpose, which will not add
further income accruals.

It will be of interest to know whether the SACCQoprotes the income inequality among the
members or paves way for the creation of more drowith equity in the respondents. The
respondents shift from one category in pre-SACCQ@irtother category in post-SACCO period

has been analyzed and results are presents indtaae

Table 4.35: Shift in Income Category

SI.No. | Respondent income categofy Pre—SACCO Post—-SACCO
Number | Percentage Number Percentage
1 Up to 300 12 7.1 6 3.5
2 >300 to 600 141 84.0 124 73.9
3 >600 to 900 15 8.9 38 22.6
Total 168 100.0 168 100.0

Source Primary data collected through field survey
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It is observed (table 4.35) that 7.1 percent of thgpondents were in the 300 Birr income
category during the pre-SACCO period and this eategvas reduced to 3.5 percent during the
post-SACCO period. It is noted that majority (84gemt) of the respondents were in the 300 to
600 Birr income category during the pre-SACCO pebramd this category has reduced to 73.9
percent of the respondents during the post-SACQtwabelt is further found that 8.9 percent of
the respondents were in the 600 to 900 Birr inceategory during the pre-SACCO period and
this category has increased to 22.6 percent ofetsygondents during the post-SACCO period. No
respondents were above 900 Birr income categoherin the pre-SACCO or post-SACCO
period. Hence it can be concluded that the membérs have joined the SACCO, when they
were in lower level of income ladder and moved uplwaluring the post-SACCO period.
Amount of Profit Earned

From the table 4.36, it is inferred that more thao third (70.8 percent) of the respondents’
business do not result in profit, while 25.6 petcehthe respondents have produced profit in
their businesses up to1000 Birr/annum. Only 3.6ceydr of the respondents had the profit
between 1000 and 1500 Birr.

Table 4.36: Amount of Profit Earned By Respondents

SI.No.| Amount transfer Number Percentage
1 None 119 70.8
2 Up to 1000 43 25.6
3 >1000 to 1500 6 3.6
Total 168 100.0

Source Primary data collected through field survey

The reason for this phenomenon may be attributethédfact that the access to credit thereby

increased in sales and profit. But, as there isdatwy barrier and coping process (if one
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economic activity is found profitable by the fiesttrepreneur, the other members and some non-
members in the locality tend to start the sameviggtiater, with out looking in to the demand for
the products) in many microenterprises like peltgps hair cut, fruit and vegetable selling and
sherobet. Hence, the profitability of the unit candown, once the market is crowded with
many suppliers.

Utilization of Profit

From the result presented in table 4.37, it is tbthmt more than two third (57.4 percent) of the
respondents’ business do not produce profit. Ttag be due to their venture have not resulted in
profit since they divert the loan for household siamption like food, clothing and home
improvement.

Table 4.37: Respondents’ Utilization of Profit

SI.No. | Purpose of transfer Number Percentage
1 None 66 57.4
2 House construction 14 12.2
3 Food 12 10.4
4 Cloth 6 5.2
5 Health 5 4.3
6 Education 3 2.6
7 Household appliance 5 4.3
8 Business expansion 4 3.5
Total 115 100.0

Source Primary data collected through field survey
Majority of the respondents’ profit earned durimg tperiod were withdrawn from the business

and transferred for house construction (12.2 peycéwod (10.4 percent), cloth (5.2 percent),
(health and household appliance) 4.3 percent, dodation (2.6 percent). As a result there was
decapitalization of the businesses. Only 3.5 péroérihe respondents retained the profit for

business expansion purpose.
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Consumption Expenditure

Participation in SACCO aims at triggering improMedng conditions of the members. This is

particularly seen in the level of consumption exgime in the family as shown in the figure 4.3,
below.

The consumption expenditure is seen to rise afiging SACCO. It is inferred that 52.98

percent of the respondents perceived increase jafteng SACCO, while 47.02 percent of the
respondents reported that their consumption expaneddid not increase even after joining the
SACCO.

Figure 4.3: Household Consumption Spending

Source Primary data collected through field survey

Hence, it is possible to conclude that more thdh (b2.98 percent) of respondents’ income is
spent on the improvement in living standards, tkenutrition, health and education.

Household Consumer Expenses

Table 4.38 shows the ranks of respondents forréifitehousehold expenses.
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Table 4.38: Household Consumer Expenses

SI.No. | Expenses Pre-SACCO Post-&GaAC
Number Number
1 Food 40 45
2 Health 26 35
3 Appliances 21 34
4 Clothing 16 25
5 Celebrations 11 14
6 Fuel 10 11
7 Transportation 9 12

Source Primary data collected through field survey

It is observedtéable 4.38 that expenses which have increased are for foeath and appliances.
Expenses which grew the least are clothing, andbcatfions. It seems that certain expenses
cannot be reduced and their level is stable (fadl teansportation). This analysis confirms that
growth is felt more for prime necessity goods tfarother items.

Access to Education

An improvement in access to education of the boersvand the borrowers’ family in general is
one important successful impact indicator of SACOXacess to formal education for the
respondents and his household is supposed to im@ifber the issue of loan. One reason is a rise
in income could enable the member to send theldmn or/ and dependents to school or the
capacity to pay for education builds up.

Table 4.39: Respondents’ Response on Education

SI.No. | Response Number Percentage
1 Yes 89 53
2 No 79 47
Total 162 100

Source Primary data collected through field survey
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Majority (53 percent) of the respondents reporteat texpenses for education increased after
joining SACCO; where as 47 percent of the respotsdsaid that educational spending did not
increase even after joining SACCO. From this ihierred that SACCO has led to better access
for education for the household, because lack aieydor living cost is the major cause of non-
enrollment and school dropouts in high school etioca

Savings Behavior

All respondents must have share or deposit accomntSACCO as part of a membership
requirement. Also all respondents have compulsering accounts. Tablé.40 presents the
percentage of sample households which use thegsaservices of SACCO.

Table 4.40: Saving Behavior of Respondents

SI.No. | Saved amount in Birr Men Women Total
1 | uUpto 1000 69(61.6) 42(75.0) 111(66.1)
2 | >1000 to1500 43(38.4) 14(25.0) 57(33.9)
Total 112(100.0) 56(100.0) 168(100.0)

Source Primary data collected through field survey

Note: Figures in parentheses indicate the percentage

The average deposit size of respondent in the stwdg per member is Birr 1080 and the
minimum and maximum deposit amount is Birr 700 Bird 1500 respectively.

From the analysis it is observed tB&t1 percent of the respondents have up to 1000dBposit
and 33.9 percent have between1000 and1500 Birrsttef@ender also plays an important role in
deposit accounts. About 61.6 percent of men angeréent of women deposited up to 1000 Birr,

while 38.4 percent of men and 25 percent of wonespaondents deposited between1000 and

1500 Birr.
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Reasons for Savings

For the great majority of respondents encountetezlmain reason for saving was to start new
business (31.5 percent). Others: to buy livest@ik4( percent), access for credit (22.6 percent)

and for unwanted expenses (18.5 percent), spdbffita drinking of korefeandtella. All the

respondents save at first for the physical secofitheir money.

Table 4.41: Reasons for Saving

SI.LNo. | Reason Number Percentage
1 Access for credit 38 22.6
2 Undertaking new business 53 31.5
3 To buy livestock 46 27.4
4 For unwanted expense 31 18.5
Total 168 100.0

Source Primary data collected through field survey

Scenario without SACCO

The survey also look at the hypothesis in whiclpoeslents did not have access to SACCO
services (table 4.42). In this instance, 43.5 pdroé the respondents stated that they would not

have been able to conduct their economic activisje(s to agriculture, service and trade) with

out the help of SACCO.

Table 4.42: Scenario with out SACCO

SI.No. Responses Number Percentage
1 Not able to acquire goods 73 43.5
2 Would still acquired goods 29 17.3
3 Family and parents 25 14.9
4 Project & DECSI 18 10.7
5 Borrow from money lenders 23 13.7
Total 168 100.0

Source Primary data collected through field survey
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Aboutl7.3 percent of the respondents responded ttieyt would conduct their economic
activities with out borrowing loan from SACCO, 148rcent stated they would have borrowed
the loan from family or friends, 10.7 percent of tiespondents stated they would have borrowed
the loan from project (food security and women’saagations) and DECSI. Only 13.7 percent
would have gone to private lenders.

When respondents were asked to explain why theg wet able to do their economic activities
without recourse to SACCO (an open question), rmbsespondents replied that they would not
have the discipline to keep the money at home hatlthey would have made for unnecessary
expenditure like drinking ofella andkorefe (41 respondents). Similarly, 19 respondents rdplie
that without SACCO, it would be impossible for thémsave. Thirteen persons believed that it
would have been impossible to find the money toarthke economic activities like purchasing of
agricultural inputs.

This data demonstrates that by using savings, mentda@ acquire goods that they would not be
able to acquire otherwise. The SACCO therefore drasnteresting impact on its members
through savings. The results also show that thesefew alternatives for access to savings
services. If it were not for the financial cooperat the respondents would have had to rely to a
large measure on their parents and friends.

Savings deposits procure security for members. fdiess to physical security since the savings
on deposit are safe from theft and from being uUsedousehold expenses. Savings also offer
greater security for households by stabilizing mecand a way to deal with unexpected expenses
caused by climate, the economy or health conc&agngs are also used for business proposals

or to improve living conditions for the family.
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In general, it can be concluded that savings imgramily living conditions. Without savings,
households are more likely to feel the effectsisfulbances that could cause them to lose what
they have acquired. Respondents (43.5 percengdstaat without savings, they could not have

made the required purchases or investments.
4.5.4. Impact on Individuals

Empowerment is tricky concept difficult to measued define properly. It could usually be
identified only when it is experienced. Susy Chesind Lisa Kuhn(2002) defined empowerment
as “a process change by which individuals or gromis little or no power gain the power and
ability to make choices that affect their livesidtabout change, choice and power.

Here the perception of empowerment of the respdasdegfore and after joining the SACCO is
measured in order to assess the progress.

In connection to this the women were asked varguestions regarding decision making in the
household with respect to resources and some bthesehold issue. These are discussed in the
following part

Does Empowerment Grow?

Decision to Borrow

Women were asked various questions regarding decisiaking with respect to economic
activity like decision to borrow, use of profit atgpe of economic activity they undertake, and
decisions on land us&able 4.43 shows that women do in fact feel assetiavith decisions
affecting their economic activity as decision tarav.

When the results of each dimension were studiedast noted that the women respondents stated

that the decision to borrow was some what more bedore, 44.6 percent of them responded
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they decided jointly husband and the wife on decigp borrow during the pre-SACCO period
and this figure has increased to 58.9 percent duhia post-SACCO period.

Table 4.43: Decision to Borrow

SINo. | Responses Pre-SACCO Post-SACCO
o Number Percentag¢ Number Percentage
1 Husband 25 44.6 12 21.5
2 Wife 5 8.9 11 19.6
3 Both 26 46.5 33 58.9
Total 56 100.0 56 100.0

Source Primary data collected through field survey

Another 44.6 percent responded a husband’s fultrebron the decision-making to borrow
during the pre-SACCO period and this figure hasuced to 21.5 percent during the post-
SACCO period. Further, it is found that 8.9 percehtthem responded that wife has full
autonomy over decision-making to borrow during gre-SACCO period and this figure has

increased to 19.6 percent during the post-SACC@ger
Decision Concerning the use of the Profit

Table 4.44 refers to the decision concerning the afsthe profit obtained from the income
generating activities, especially with respecthe farm and non farm sectors. In this respect,
women were asked as to who decideacerning the use of the profit before and afbaming
SACCO. The following table shows their responses.

Table 4.44: Decision Concerning the use of the Piiof

SI.No. | Responses Pre—SACCO Post—-SACCO
Number Percentage Number Percentage
1 Husband 17 30.4 10 17.9
2 Wife 11 19.6 15 26.8
3 Both 28 50.0 31 55.3
Total 56 100.0 56 100.0

Source Primary data collected through field survey
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As can be seen in table 4.44, there is a significhange observed with respect to decision
concerning the use of the profit obtained from wkature. During the pre-SACCO period, 30.4
percent of them responded that husband decideddadit pbtained from the income generating
activities and this figure moved up to 17.9 perahming the post-SACCO period. It is found that
19.6 percent wife had a contribution on the deaisielated with profit obtained from the
business during the pre-SACCO period and this éigauoved up to 26.8 percent during the post-
SACCO period. Further, it is found that 50 percasponded that they decide jointly on family
related activities during the pre-SACCO period #md figure moved up to 55.3 percent during
the post-SACCO period. Hence, it can be conclutiatl after joining SACCO women are now
put at a relatively better decision-making poweidenisions concerning the use of the profit than
previously.

Decision Making in Family

With respect to the decisions made concerning dinaily, family economic activities, family
budget, child education and purchases of foodredleded

Table 4.45: Decision Making in Family

SI.No. Responses Pre-SACCO Post—-SACCO
Number Percentage Number Percentage
1 Husband 12 21.4 10 17.9
2 Wife 18 32.1 17 30.4
3 Both 26 46.5 29 51.7
Total 56 100.0 56 100.0

Source Primary data collected through field survey

Both before and after joining SACCO, 21.4 percdrtusbands had full control on the decision
making concerning the family related activities idgrthe pre-SACCO period and this figure

reduced to 17.9 percent during the post-SACCO devitife had control on the decision making
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on family related activities accounting for 32.1lrqgent during the pre-SACCO period and this
figure reduced to 30.4 percent during the post-S@Qgeriod. It is further found that, 46.5
percent responded that they decided jointly on fam@lated activities during the pre-SACCO
period and this figure increased to 51.7 perceminduthe post-SACCO period. Hence, it is
possible to conclude that joining the SACCO empedevomen respondents with respect to the
decisions made concerning the family.

Decisions on use the Land

No woman had full control on the decision makimgtiee use of the land during the pre-SACCO

period.
Table 4.46: Decisions on use the Land
SI.No. | Responses Pre-SACCO t-B#sCCO
Number Percentage Number Percentade
1 Husband 15 26.8 12 21.4
2 Wife - - 4 7.1
3 Both 41 73.2 40 71.5
Total 56 100.0 56 100.0

Source Primary data collected through field survey

Only 7.1 percent of the wives had control on theislen making on the use of the land during
the post-SACCO period as compared with no wometicgzated in decision making on the use
of the land during the pre-SACCO period. About 7pg&rcent responded that they decided
together with their husbands on the use of the thmthg the pre-SACCO period and this figure
reduced to 71.5 percent during the post-SACCO derio

It is further found that, 26.8 percent of the rewbents reported that the husbands solely decided
on the use of the land during the pre-SACCO pednd this figure reduced to 21.4 percent

during the post-SACCO period. Thus, it is conclutteat the SACCO has not empowered
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women respondents on decision making on the udesdéind.

Dynamics in Household Activities

RUSACCO are supposed to ease women’s domestic tuamtten both by changing people’s
attitude, by diverting their time to other actiesi that are more rewarding. The results of their
responses in accordance with the activities retrestl women take part pre-SACCO and post-
SACCO period are shown is the table 4.47.

The number of women who take part in domestic hooiseactivities is very high both before

and after the loan. During the pre-SACCO period2 Jircent, 16.6 percent, 15.9 percent and
17.2 percent of the women respondents are engagedivities of child- care, cooking, grinding
and cleaning respectively.

In addition, activities related to livestock, fwebod collecting and farming are the predominant
activities women are engaged respectively.

Table 4.47: Activities the women were Participating

SI.No. Pre-SACCO Post—-SACCO
Household activities Number Percentage Number Percentpge
1 Child care 20 13.2 20 14.8
2 Cooking 25 16.6 21 15.6
3 Fuel wood collection 19 12.6 15 11.1
4 Grinding 24 15.9 21 15.6
5 Livestock related 21 13.9 17 12.6
6 Cleaninghomes & clothes) 26 17.2 25 18.5
7 Petty business 5 3.3 14 10.4
8 Farming 11 7.3 2 1.5

Source Primary data collected through field survey

During the pre-SACCO period, only 3.3 percent ofnvem respondents participated in small
income generating activities like petty shop, selliruit and vegetable from a room in her home

and selling gum, detergents and soap at the opétetrand this figure
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increased to 10.4 percent during the post-SACCQogeHowever, there is no comparable
decrease in the share of women involved in thatiomel activities. Thus, it can be concluded

that the SACCO have not resulted in decrease iklaad and responsibilities.

The Major Problems As Perceived By Respondents

Rigid Lending System

When asked "What types of problems have been ttherge hinder expansion of SACCO?".
more than three-quarters (86.3 percent) of theoredgnts cited rigid lending system offered by
SACCO as one of the major problems.

During the survey, it has been observed that mesnkegongly commented that collateral
requirements should be relaxed, for example if or@mber needed credit he/she must have
guarantor from the members who will pledge hisé@npulsory savings and shares to cover the
loss to the SACCO in the event that borrower dagsepay. Otherwise, the borrower would not
get any loan. When a guarantor provides a guarahtgshe can not borrow until the original
borrower’s obligation to the SACCO is fully repald.contrast to the above, only 13.7 percent of
respondents appreciated their SACCO's lending syétee table 4.48).

High Interest Rates

The interest rates charged vary from one SACCOnmtheer in the study area, but generally
ranged from 12 percent to 14.5 percent per yetrdrcase of lending and 2.5 percent per year in

the case of saving deposit

Respondents were asked “Does SACCO charge higtezesh rates on loans than other financial

institution. In response to these statements, p&.@ent of respondents agreed that SACCOs
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charge higher interest rates on loans than DEC&othfer 36.3 percent of respondents disagreed
to this statement.

What painfully clear from the table 4.48 is th&, Gpercent of the members simply do not know
the reason behind the high interest rates on laart®mpared with other financial institutions. If
SACCOs charge higher interest rates than othendmanstitutions, it is to cover all of its costs,
its potential losses and some margin for growthrédweer, the members will receive the loan in
the form of dividend when dividend is declared¢cantrast the moderate interest rates charged by
other financial institutions do not bring any margtbenefit for its clients at the end of the credi
period.

Even though members perceived SACCO charges highest rates, it is one indicator that
members are not fully aware about reasons behmdiitih interest rates charged by SACCO. So
it requires member education by informing membeidaind received has been directly obtained

from the interest rate charged from the borrowers.

Lack of Skilled Man Power

Respondents were asked to state whether they agaisagree regarding the absence of skilled
man power. In response to these statements, altesyondents (100.0 percent) opined that
"SACCOs do not have professional skilled manpowat fully committed to achieves its goals
for savings, lending, repayment, education andrsthighe existing management committee lack
adequate knowledge about the functions and aetsvdaf SACCO.

Limited Training Opportunities

It is observed from the table 4.48 that almos{@l percent) of the respondents agreed that there

is limited training opportunity available in SACCS) this is one of the problems that limit
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members to grasp knowledge related with saving aedit services and to know the over all

importance of cooperatives. Only a very meager rem(i® percent) of respondents disagreed to

the statement, in that training is not the majatpem that hinders SACCO expansion.

Table 4.48: Major Problems of SACCO

Sl.No Variable Agree Disagree | Total
SACCO have rigid lending system 145(86.3) 23(13.7) 168
2 SACCO charger higher interest rates on
loans. 107(63.7) 61(363) 168
3 SACCO lacks skilled man power 168(1000) _ 168
4 SACCO does not give training
" . 163(97.0 5(3.0
opportunities to its members ( ) (3.0) 168
5 In SACCO members not actively
participate in the management of the 144(85.7) | 24(14.3) 168
societies
6 SACCO board of directors have weak 19(11.3)
management capacity 149 (88.7) 168
7 SACCO have inadequate representation 78(46.4)
women members in management 90(53.6) 168
8 SACCO have short loan repayment periq 138(82.6) 29(17.4) 168
9 SACCO lend small amount of loans to it 66(39.3)
members 102(60.7) 168
10 | SACCO lacks good record keeping syst 3(37.5)
105(62.5) 168
11 | SACCO members have poor saving hab
P g 3(1.8) | 165(98.2)| 168

Source Primary data collected through field survey
Note: Figures in parentheses indicate the percentage
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Not Actively Participating in the Management of theSocieties

About 85.7 percent of the respondents agreed withparticipating in the management of the
societies. Only14.3 percent of respondents disdgnéid participating in the management of the
societies.

Weak Management Capacity

A high proportion of respondents (88.7 percenteadrthat "SACCO board of directors have
weak management capacity. In answering this questiomay be that respondents took into
account the management committee’s educationalgbackd and general knowledge about
cooperatives. Only limited numbers of responderit$.3 percent) believed that SACCOs
management committee has good management capacity.

In order to expand saving and credit service, #searcher recognized the need for expertise and
professionalism. How could this be achieved? Thisld be achieved in two ways: 1) increased
the on-going education as fundamental for the mamagt committee and 2) recruit train and
knowledgeable professional work force in light leé financial conditions of the SACCO.
Inadequate Representation of Women

When asked, "Is there inadequate representatiowomien members in management of the
SACCO, 53.6 percent of the respondents agreedaintiie proportion of men to women in the
management is an unequal distribution of seat. Ad6UW percent of respondents disagreed in
that the proportion of men to women in the manageraESACCO is equal in ratio.

Short Loan Repayment Period

When asked "Do you think loan repayment periochmt®” 82.6 percent of respondents agreed

with the statement. Specific suggestions includgdhe repayment period should be two years
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instead of one year, 2) loan amount should be densd in repayment, and 3) loan utilization
purpose, special repayment terms may need to dpgiéarm loans since farmers receive the
bulk of their income in lump sum payments at haruese, rather than at regular monthly
intervals. In contrast to this, only 17.4 percehtrespondents disagreed in that the repayment
period is not too short.

Loan Offered is Small

When asked “Do you think loans offered by SACCQGnsall in amount”, a high proportion of
respondents (60.7 percent) agreed that SACCO offlgrsmall amount of loan to its members. It
has been ascertained in the field visit, that maihthe members need large amount of loan in
order to do business. Another 39.3 percent resgbmagatively that is, SACCO offer large
amount of loan to its members.

Lacks Good Record Keeping System

It is found that 62.5 percent of respondents agtkal SACCO lack good record keeping about
record showing asset, liabilities, and cash receimed paid out. 37.5 percent of respondents
disagreed that SACCO have good record keeping ragstibat reflect the transaction and
financial position of the SACCO.

Poor Saving Habits of Members

All SACCO members are required to hold share adspamd almost all (168 respondents) have
demand deposit accounts. Almost all of respondé®®2 percent) disagreed that SACCO
members have high saving habit, but due to lowrnmegource, they are not able to increase their
share amount. Only 1.8 percent of respondents agheg SACCO members have poor saving

habit.
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4.6. Non-Members’ Perceptions

Obviously, ensuring the ongoing viability and wityalof saving and credit cooperatives is of
utmost importance. This part discusses the impbrissue of increasing saving and credit
cooperatives membership as a means of maintaihiagiability.

The general perception held by non-members is 88&CCO is more people oriented and
friendly than other financial institutions. Theyeaseen as understanding of people‘'s needs,
financial situations and as being willing to helpzerall image held by non members seems to be
a very positive one. Why, then, have these indiislunot joined the saving and credit
cooperatives?

Why Have Non Members Not Joined the SACCO?

Non-members’ replies to this question provided digeand very interesting (table 4.49) and an
overview is provided of the opinions of these rexjents.

Non-Members’ Reasons for Not Joining the SACCO

Table 4.49: Reasons for Not Joininthe SACCO

SI.No. | Reasons Number Percentage

1 No money to save 22 36.7

2 No perceived benefit 10 16.7

3 Lack of information 3 13.3

4 Interest is too high on loan 3 13.3

5 SACCO is inconvenient 4 6.7

6 Satisfied with present 4 6.7
financial institution

7 Miscellaneous opinion 4 6.7
Total 60 100.0

Source: Primary data collected through field survey
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No Money to Save

The table 4.49 shows more than 36.7 percent ofmembers did not have money to save and
therefore, they could see no reason to join the SACNon-members viewed the SACCO as
primarily providing a saving service only.

This may be true in many instances but for sommay be due to a lack of knowledge on the
additional services that the SACCO provides.

No Perceived Benefit

In response to the questiomhy have you not joined the SACCO? 16.7 percentespondents
said that the SACCO had not given any benefit fi@nt; hence, they could see no purpose in
joining. This response although relatively innocsioat face value has many underlying
dimensions. The reply perhaps reflects a basic miestanding of what the SACCO actually
does and why and for whom the SACCO was establishextrve.Basically the SACCO was
established purely for people who needed loanstlaatcthese loans were particularly for people
who are in financial difficulty.

This basic misunderstanding of SACCO and their psepand function with in non-members can
be solved through creating awareness by campasgmsinars etc which would clearly explain
the functions of the SACCO and for whom it wasget-

Lack of Information

This lack of information is further emphasized 8,3 percent of non-members directly stating
that they had not joined the SACCO because thewkrezy little about it. They said that they

might be encouraged to become a member if relaaéorination was made available.
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Interest is too High on Loan
More than 13.3 of non-members who were interviestaded that they had not joined because
the SACCO charges high interest on loan than dihancial institution. This is a very important
point in terms of marketing SACCO services to nogambers. Even though interest is too high
on loan than other financial institutions, it isr ftne benefit of the members in the form of
dividend at the end of the year. So it is importannform the reason for high interest on loan in
order to encourage future membership.
SACCO is Inconvenient
Nearly 7 percent of non-members stated that theeBiednicro finance had more branches than
SACCO, had longer opening hours and provided easieess to their finance. To encourage
these non-members to join the SACCO would certamiglve increasing the working hours.
Satisfied with Present Financial Institution
Almost 7 percent of non-members said that they weatsfied with their present financial
institution (DECSI) either in the form of crediséving or a sense of loyalty to the institutions.
Miscellaneous Opinions
The remaining 6.7 percent expressed a diverse rahg@inions regarding saving and credit
cooperatives. These are some of the opinions:

» Difficulty to withdraw savings from SACCO, in comjison to DECSH1.7 percent

» Dislike for the manner in which a member has ttafly save some money before being

entitled to benefit from the loan facili#yl.7 percent
» Loans offered by the SACCO were too small.7 percent

» SACCO deposit account at Dedebit credit and sawistifutions—1.7 percent
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Problems of SACCO As Perceived By Non-Members

Non-members were asked to point out the factortspiisuade themot to join SACCCO. This
guestion elicits the following problen(ble 4.50).

Table 4.50: Major Problems as Perceived by Non- Mebers

SI.No. | Problems Number Percentage
1 | Rigid lending system 25 41.7
2 | Short repayment period 17 28.3
3 | Interest is too high on loan 9 15.0
4 | Loans offered were too small 4 6.7
5 | Money deposited at Dedebit 3 5.0
6 | Monthly payment is high 2 33
Total 60 100.0

Source Primary data collected through field survey

Rigid Lending System

Almost 42 percent of non members stated that tegding system is one of the major problems
currently SACCO confronts. They said that in ortleborrow loan from SACCO it requires
guarantor from members, getting guarantor is ont@fifficult task since one member may be
a guarantor for other member, in this case ungilfitst person repay the full amount of debt the
guarantor is not the right member to borrow momeynf SACCO.

Short Repayment Period

The percentage of non-members who bring out skpdyment period as problem accounts 28.3
percent. They said that the repayment period isyaae regardless of the borrowed amount, so
this is one problem that forces non-members nggitoin SACCO.

To encourage these non-members to join the SACG@Obketter to extend the repayment period

as compared with the other financial institutions.
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Interest is too High on Loan

Exactly 15 percent of non-members cited the probléimat interest rates are too high on loan.
The replay perhaps reselects a basic misundersgdiwhat the SACCO offer above-market
interest on loan than the other, so it requiresmember education to justify the significant gap
in interest rates charged on loans between the SA@EI other financial institutions.

Money Deposited at Dedebit

It is found that 5 percent of non-members who weterviewed stated that money deposited in
Dedebit credit and saving institution as a probl&uthermore, non-members stated that they
lacked confidence when the SACCO money depositedDedebit since they consider
microfinance as private financial institution. Hyathing happens, they may plunder the SACCO
loans.

Reduce the Monthly Payment

Only 3.3 percent of the non-members stated thatabelar monthly payment is high that is 15
Birr for saving and 5 Birr for share. As non-mensbeaid if the regular monthly payment is
reduced to 10 Birr they will join in to the SACC@therwise, with the existing financial

constraints they are not able to join.

Non-Members’ Suggestions to Solve the Problems

The majority of non-members felt that the SACCO baéen lacking in their efforts to educate
the general public in the potential and benefiSsdiCCO. Furthermore, non-members generally
felt that vast numbers of new members would joirthiéy knew exactly what the SACCO

services and philosophy are. Non- members furtheure that if SACCO relax its lending
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system and extend the repayment period, they wgild This points out to the need of
organizing seminars and campaigns to create awssaimut SACCO. This is the needed role of

Cooperative Extension and also emerging need afdtion of more SACCO.

4.7. Results of the Study on Officials of Cooperate

Perception of Officials on Impact

Using the semi structured interview schedule framitterviews with officials, it was possible to
learn that involvement in SACCO services would seawseful purpose in narrowing the gender
gap and in bridging the gap between the rich aedpibor. In a general manner, savings and
credit cooperatives generate tangible impact orbtlsnesses and individuals and families.
Officials are unanimous in stating that the SACC&veythem access to exclusive financial
services which to a large extent meet their needs.

Often these financial cooperatives are absolutebemtial since equivalent services are non-
existent. They have a possible significant effééhtvoducing banking into the community.

The financial cooperatives also had high impacteoonomic development. Many statements
confirmed the growth of commerce and economic #gtin general in the villages which
enjoyed financial cooperative services. This ecdnomievelopment generated impact on
individual wealth and reduction of poverty.

The officials were unanimous in feeling that theisgs and credit cooperatives increased the
members’ saving behavior and proper credit utilarat In addition, the savings and credit
cooperatives reportedly brought in standards adrriQonesty and equity within the community

which other organization may not be able to meet.
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In terms of granting productive credit, it has beshown that financial savings and credit
cooperatives help individuals undertake or at leasisolidate economic activities which are for
the most part the main income for the family.
Problems of SACCO As Perceived By Officials
The SACCOs in Ofla woreda have been relatively sssftil due to members’ awareness of the
principles and objectives of savings and creditpevatives and strong commitment of the
officials and management committee of the cooperatiHowever, during the last five years of
its life, the SACCO has been confronted with tHefeing problems:
» Lack of timely external audit;
» Lack of the necessary operating office facilities;
» Limited knowledge of financial management, and leaunt able to do the recording,
posting and summarizing of accounts as per thelatds;
» Lack of exposure and skill of board members to aganSACCO,;
» Low educational level of board members;
» Lack of commercial orientation of board members;
» In adequate promotional activities by the orgamgjzioedy; and
» Absence of information and technical assistancdooal investment opportunities. The
problems associated with this also included th@naductive use of loans. Farmers do not
always spend loans for income generating activiié®y were often used for emergencies

and home improvement purposes.
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Suggestions of the Officials to Improve the Functioing Of SACCO

In light of the current problems of the SACCO, tblbowing interventions that would mitigate

them are recommended:

» Most of the currently assigned cooperative orgasiZgersonnel/ are new to the sector, so
that measures must be undertaken to improve thalifgations. The training has to be
accompanied by career development schemes so iasréase their motivation. The staff
should undergo practical on the job training in pem@tives so as to be acquainted with the
day-to-day problems of cooperatives;

» Targeted management members’ training so as tanerttheir management capability,
arrangement of experience sharing events;

» Provision of technical support in the areas of ka@lping, (recording, posting, summarizing
and reporting transactions);

» Provision of technical assistance on identificatbéismall scale local investment
opportunities;

» Conduct external auditing, so as to effect distrdouof dividends timely and prevent frauds;
and

» As the day-to-day management rests with electednutiee members, this could pose a
threat to its outreach and sustainability. It igréfore recommended that the SACCO

consider hiring a manager in the future.
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CHAPTER V—CONCLUSION AND RECOMMENDATIONS

5.1. Introduction

This chapter presents the findings of the study @retlusions drawn from the findings. It also
presents the recommendations for policy changé®aost the momentum of RUSACCO so that
the new solutions can be used to address the kaagmg needs in the emerging SACCO.

The objectives of the study are 1)To study thections and activities of RUSACCO in Ofla
woreda, 2)To assess the factors influencing socmr@mic changes by RUSACCO,3)To
explore the impact of RUSACCO on socio—economicngea and 4)To suggest measures for
improving the functions of RUSACCO in Ofla woredagray.

The study has adopted random sampling procedurdhforselection of the member and a

multistage sampling procedure was followed to sdleznon- member respondents.

5.2. Conclusion

Socio-economic Profile of the Respondents

Social Profile

It is understood that 44 percent of the respondeete participating in SACCO for the period of
two years, followed by 31.5 percent of the respotglewho are in SACCO for the period of
three years. Majority of the respondents (66.7 gq@tjcare male and 33.3 percent are women
headed households respectively. Younger categ(®&d0 years) constitute the majority (65.5

percent) of the respondents, who were keen toggaate in the service of SACCO.
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It is observed that 76.2 percent of the respondargsmarried, which comply with the existing
best practice of RUSACCO. It is observed that 48e2cent of the respondents completed
elementary level of education, 26.8 percent ofrdgpondents completed junior education, 10.7
percent of them completed high school educatiod, gercent of them completed Diploma
education, 4.8 percent of the respondents havaliiti¢y to read & write and 2.4 percent of them
completed preparatory education. Only 1.8 percéttieorespondents are illiterate. This indicates
that, lower is the percentage of respondents ih bagher category. It is indicated that more than
half (50.6 percent) of the respondents had thelyasize that ranges from 4-6, nearly one fourth
(23.8 percent) of the respondents had the fam#dg #nhat ranges from 1-3, 22 percent of the
respondents had the family size that range fromafiebonly 3.6 percent of the respondents had
more than 10 family size. Nearly half (40.5 pergafithe respondents have up to 3 school aged
children. Moreover 32.7 percent of the respondantshaving in between 4 and 6 school aged
children. Only 8.3 percent of respondents have altoschool age children.

Economic Profile
About 38.1 percent of the respondents are land Tgss minimum and maximum holding sizes

were 0.25 and 1 hectare respectively. The majopscgrown in the study area were wheat,
sorghum, teff, beans, barely, chickpea, maize,mgreabbage. It is observed that respondents in
the area maintain more cattle, sheep and chickam ather categories of livestock. Oxen are the
most important source for cultivation of land inetlarea. Majority (50.6 percent) of the
respondents in the study area are engaged in Hgraduactivities like crop production and
animal husbandry. It is followed by the tradingiates, which engage 19.6 percent of the

respondents. Moreover 14.3 percent of the respasdiepend on both trade and agriculture.
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Being relatively risk free and traditional activitggricultural activities are most sought by poor
rural farmers and as trading activities requireeayMow skill level, a low start up capital and

entry barriers are less, many respondents optetthitor
Functions & Activities of RUSACCO

Functions

All of respondents agreed that RUSACCO providesftilewing services: 1) bringing savers
and borrowers in a system as financial intermeniati2) take members’ savings in the
appropriate amounts and times, 3) lend loan tartambers for use in their business, 4) recover
all the loans given as credit with interest; 4argje interest from loans and pay interest to saving
5) allow members to form a business by placing ttapital at risk and to receive a return(profit)
on that investment, 6) selling shares to membeappropriate amount and appropriate times.
About 97.6 percent of the respondents agreed tA&C® retained some profit from interest
earned on the lending operation, where as only@&rdent of respondents said that SACCO did
not retain profit from interest earned on the legdioperation. Finally,94.6 percent of
respondents agreed that SACCO pay dividend to g#ralmars on the basis of the shares owned.
Financial Services

All of the respondents strongly agreed that SACQ®antly offer only saving and productive
credit financial services to its members.

All of the respondents disagreed that SACCO doprovide at all such services (like fixed
deposits, internal transfer facilities, transfagilfaes with Bank, convert cheques in to Birr, dite

collection services, installment collection, andmium collection) to the members.

104



When respondents were asked to explain why use $A&&vice instead of other financial
institution service, majority replied that RUSACQders an alternative and offers advantages.
Specifically: access to loans is the first reasoroked for becoming a member of a SACCO,
security for savings is a second important reaand,proximity of the institution and the type of

services offered.
Impact

Pearson Correlation Test

The Pearson test was used to determine correlaietvgeeen income as well as profit and the
independent variables. Only four variables desettention (seniority, saving, loan size, and
number of times loan availed). Positive significaatrelation have been observed between
seniority, saving, size of loan, number of timean@vailed and post income of the respondents
(P=.001, .001, .000 and .000 respectively).

Similarly for profit, there is significant and pase correlation between seniority, the size ohloa
and number of times loan availed and profit fronoremmic activities (P=.000, .000 and .000
respectively).While the variable saving had sigumifit negative correlation with the profit
(P=.000). It is therefore possible to explain clemy post-income and profit is due to these
variables. No other statistically significant cdateon could be observed among the variables for
income and profit.

Regression Analysis

The regression analysis was used to identify thetive importance of various factors which
influence the income of the respondents after jgnn SACCO in the study area. As there are

several factors which contribute to the post-SAd@€me of the respondents in varying
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measures, linear regression is considered to bentd® appropriate statistical tool to assess the
influence of independent variables on dependerniar.

In the linear regression model used in this stpdgt-SACCO income of the respondents is taken
to be the dependent variable and quantifiable blegalike education in number of years, age in
years, number of family members of the respondenis)ber of school age children, amount of
loans, number of times loan availed, savings amdban of days employed per annum are taken
to be the independent variables. The findings ftbenregression analysis are as follows.

Out of the nine variables hypothesized to influetite economic change by SACCO, four
(education, savings, number of times loan avaigl seniority) were found to be statistically
significant.

Therefore, one must look beyond the listed indepahdariables in order to find out factors
influencing economic changes for the increasest-8ACCO income of the respondents, who
have taken up economic activities. Hence, the acaasons for the increase of post-SACCO
income of the respondents in the farm sector mahéelifferent factors such as mixed cropping,
crop rotation, switching to cash crop, proper sypmi agricultural inputs like quality seeds,
fertilizers, pesticides and technology, contropest and diseases and flourishing dairy activities.
The independent variables such as savings and mwhhkees availed have significant positive
relationship with the post-SACCO income, while teriables education and seniority have
significant negative relationship with the post-S&Q@ income, contrary to what was expected.
Out of 168 sample household respondent, 68.5 peafethe respondents availed loans from

SACCO, while 31.5 percent of the respondents diawétil loans. Categories of using productive
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loans were mostly men (68.7 percent) and 31.3 pemgere women. It is found that those who
have not borrowed were less literate and less ¢edicas compared with the borrowed
respondents.

Interest Rate

The four RUSACCO in the study area charge inteoestoans to its members as follows, 12
percent in Meseret, 14.5 percent in Embeba Hashdrigé percent in Endodo and 13.2 percent
in Lemelem Korem, where as interest on savingdsp2rcent per annum which is similar among
the four RUSACCO. Interest on loans is calculatedually with the loan to be repaid within one
year.

Reasons for Not Borrowing

Out of 168 sample respondents 31.5 percent of égpondents have not availed loan from
SACCO. While analyzing the reason for not borrowiogn, 34 percent of the respondents
reported that they did not face the need for craeslitile the remaining were constrained by
different factors including guarantor for other nt®m no business opportunity and lack of
guarantor.

Repeat Loans

The percentage of respondents who availed loanshéoffirst time represent 7.8 percent,19.6
percent of the respondents availed loans for twmegi where as, the percentage of respondents
who availed loans for three times (37.5 percerg)regher than the other category.

Investment

The respondents have invested in a variety of legses, both in farm sector and non farm sector.

The major activities that have been taken up byespondents in the farm sector activities are
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crop cultivation and livestock rearing.

The major activities that have been taken up byélspondents in the non-farm sector activities
are tea/coffee shop, petty shop; hair cut salodeckbmith work, cloth selling, local drinks
selling (ella andkorefg and sherobet.

Single Versus Multiple Investment

Majority (47.6 percent) of the respondents investednultiple activities. Multiple business
activities include crop production and livestocknrg, petty business, vegetable and fruit selling
and tella or korefe selling and so on. Only 20.8ceet of the respondents conduct single
business activities.

Existing Versus New Business

It is observed that 56 percent of the respondemnssted their loans in existing business; where
as 12.5 percent of the respondents invested thanslin new business, which seems to be good
beginning. The new businesses started are teaddfed shop, wood furniture and petty shop.
Credit Flow

Out of 115 respondents who availed credit for idezhpurpose, 58.3 percent of the respondents
have invested the loan for which it was intended 4b.7 percent of the respondents diverted to
other purposes. The different purposes for whi@n Idiverted are: 1) house improvements, 2)
food, 3) land tax,4) cloth, 5) education, 6 ) gportation, 7) health and 8) and celebrations.
Asset Creation

It is inferred that 62.5 percent of the samplegoesients could made additiorssetsMost of

these assets are shown to be in the form of canstruof new houses, repairing old ones,
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livestock purchase like sheep, goat, cow, oxenkewpnchicken and purchase of household
equipment like tape recorders, radio, televisitrajrs, and tables.

The rest 31.5 percent of the respondents havecqoirad any additional assets. It can also be
observed that the asset creations are lower foremaiman men.

Majority (31.5 percent) of the borrowers had theeasvorth more than 1000 Birr. It is further
found that 17.9 percent and 19 percent of the lre had the asset worth up to 500 and
between 500 and 1000 Birr respectively.

Employment

About 79.7 percent of the units employed only oesspn on an average during the pre-SACCO
period and this figure has moved to 70.2 percennhduhe post-SACCO period. It is found that
18.5 percent of the units employed 2-4 person$éir tusiness during the pre-SACCO period
and this figure has moved to 25 percent duringpib&t-SACCO period. It is further found that
1.8 percent of the petty businesses employed nhare % persons during the pre-SACCO period
and this figure has moved to 4.8 percent during fbst-SACCO period. Hence, it can be
concluded that respondents employed additional @yepk either in the form of par timer or full
timer in their units when their business becamenstr

Training

More than half (60.7 percent) of the respondentse handergone training in saving and credit
related area, where as 39.3 percent of the resptsitiave not undergone training.

Regarding the types of training, 37.3 percent spoadents have been trained in habit of thrift
and 29.4 percent in proper utilization of credihey were also trained in the following areas:

cooperative ethos and philosophy (28.4 percent)oaisthess (4.9 percent).
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Reasons For Late In Repayments

Only13 percent of the respondents stated theredeks/ in repayment of their loan. Reasons
were unexpected expenses (53 percent), less pefioepayment (33.3 percent), high family
expenditure (7.0 percent) and negligence (6.7 péxce

Risk Orientation

It was seen that 58.9 percent of respondents haliumerisk orientation to wards their venture.
The percentage of respondents who have low rightation accounts to 38.1. Only 3 percent of
respondents had high risk orientation. The variooging strategies followed by respondents
were: using the personal savings, borrowing fromows sources usually at an exorbitant rate of
interest (the rate of interest increase with the & urgency of taking the loan), interest free
loans from friends and relatives, selling of tressets etc.

Money Lending

More than two third (69.6 percent) of the responsiehidn’t lend money to members and non-
members in the study are.

Of the 168 respondents in the study areas onlyeSpondents have lended money to members
and non-members. More than one fourth (27.9 perodnihe respondents lend money up to 1000
Birr for friends and relatives, while 2.4 percefttioe respondents lend money on the range of
1000 and 2000 Birr.

Post-SACCO Income

About 7.1 percent of the respondents were in up0®@ Birr income category during the pre-
SACCO period and this category was reduced to 8bemt of the respondents during the post-

SACCO period. It is noted that 84 percent of ttepomdents were in the 300 to 600 Birr income
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category during the pre-SACCO period and this aatednas reduced to 73.9 percent of the
respondents during the post-SACCO period. It ithirrfound that 8.9 percent of the respondents
were in the category of above 600 to 900 Birr ineognoup during the pre-SACCO period and
this category has increased to 22.6 percent ofetsygondents during the post-SACCO period. No
respondent was in the above 900 Birr income caeeitiner in the pre-SACCO or post-SACCO
period. Hence it can be concluded that members fmned the SACCO, when they were in
lower level of income ladder and moved upwardsrauthe post-SACCO period.

Amount of Profit Earned

It is found that more than two third (70.8percenit}he respondents’ business do not result in
profit, while 25.6 percent of the respondents hpraeluced profit in their businesses up t01000
Birr/annum. Only 3.6 percent of the respondentstthe profit between 1000 and 1500 Birr.
Utilization of Profit

It is found that more than two third (57.4 percenftfhe respondents’ business do not produce
profit. This may be due to their venture have msuited in profit since they divert the loan for
household consumption like food, clothing and homerovement. Only 3.5 percent of the
respondents retained the profit for business expamsirpose.

Expenditure

The consumption expenditure is seen to rise afiging SACCO. It is inferred that 52.98
percent of the respondents perceived increase jafteng SACCO, while 47.02 percent of the
respondents reported that their consumption expaneddid not increase even after joining the

SACCO.
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It is observed that expenses which have increaseébafood, health and appliances. Expenses
which grew the least are clothing, and celebratidhseems that certain expenses cannot be
reduced and their level is stable (fuel and trartgion). This analysis confirms that growth is
felt more for prime necessity goods than for oftems.

Education

Majority (53 percent) of the respondents reporteat texpenses for education increased after
joining SACCO; where as 47 percent of the respotsdsaid that educational spending did not
increase even after joining SACCO. From this ihigerred that SACCO has led to better access
for education for the household, because lack afeydor living cost is the major cause of non—
enrollment and school dropouts in high school etioca

Savings

All respondents must have share or deposit accomntSACCO as part of a membership
requirement. All respondents have compulsory sadogounts. The average deposit size of
respondents in the study area per member is BBO Hhd the minimum and maximum deposit
amount is Birr700 and Birr 1500 respectively. Ngawo third (66.1 percent) of the respondents
have up to 1000 Birr deposit in SACCO and 33.9 @atrcof the respondents deposited
between1000 and 1500 Birr.

For the great majority of respondents encountetezlmain reason for saving was to start new
business (31.5 percent). Others: to buy livest@k4( percent), access for credit (22.6 percent)
and for unwanted expenses (18.5 percent), spdbyfima drinking of korefeandtella. All the

respondents save at first for the physical secofitheir money.
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Scenario With Out SACCO

Above one third (43.5 percent) of the respondetated that they would not have been able to
conduct their economic activity with out the help 8ACCO,17.3 percent of the participants
responded that they would conduct their economitvides with out borrowing loan from
SACCO, 14.9 percent stated they would have borrothedioan from family or friends, 10.7
percent of the respondents stated they would hasewed the loans from project (food security
and women’s associations) and DECSI .Only 13.7 gue¢revould have gone to private money
lenders.

Individuals

About 44.6 percent of the women respondents, hushad the wife jointly made the decision to
borrow during the pre-SACCO period and this fighes increased to 58.9 percent during the
post-SACCO period. Another 44.6 percent respontdechtisband’s full control on the decision-
making to borrow during the pre-SACCO period ang figure has reduced to 21.5 percent
during the post-SACCO period. Further, it is fouhdt 8.9 percent of them responded that wife
has full autonomy over decision-making to borrowimy the pre-SACCO period and this figure
has increased to 19.6 percent during the post-SA@&dd. Hence, it can be concluded that
after joining rural saving and credit cooperativeemen have now a relatively better decision-
making power on decisions concerning the use optbBt than previously.

Around 21.4 percent of husbands had full controtfedecision making concerning the family
related activities during the pre-SACCO period #mnd figure reduced to 17.9 percent during the
post-SACCO period. Only 32.1 percent of the wivesl ltontrol on the decision making on

family related activities during the pre-SACCO perand this figure reduced to 30.4 percent
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during the post-SACCO period. Further, it is fouhdt 46.5 percent responded that they decided
jointly on family related activities during the p8ACCO period and this figure increased to 51.7
percent during the post-SACCO period. Hence, ipassible to conclude that the SACCO
empowered women respondents in decisions made rcomgehe family.

Only 7.1 percent of the wives had control on theislen making on the use of the land during
the post-SACCO period as compared with no womencggzated in decision making on the use
of the land during the pre-SACCO period. About 7pg&rcent responded that they decided
together with their husbands on the use of the thimthg the pre-SACCO period and this figure
reduced to 71.5 percent during the post-SACCO derit is further found that, 26.8 percent of
the respondents reported that the husband solelgate on the use of the land during the pre-
SACCO period and this figure reduced to 21.4 pdrdanng the post-SACCO period. Thus, it is
concluded that the SACCO has not empowered wonsgonelents on decision making on the
use of the land

During the pre-SACCO period, 13.2 percent, 16.&¢@a, 15.9 percent and 17.2 percent of the
women respondents were engaged in activities dfl dare, cooking, grinding and cleaning
respectively. In addition, activities related teelstock, fuel wood collecting and farming are the
predominant activities women are engaged respdygtiRairing the pre-SACCO period, only 7.4
percent of women respondents participated in smatime generating activities like petty shop,
selling fruit and vegetable from a room in her hoanel selling gum, detergents and soap at the
open market and this figure increased to 10.4 pé¢rdering the post-SACCO period. However,

there is no comparable decrease in the share oewamvolved in the traditional activities. Thus,
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it can be concluded that the SACCO have not resulte decrease in workload and
responsibilities.
Major Problems
The following are the main problems those hinderdgkpansion of RUSACCO in the study area.
In reality, however, one or more of the followingguld have hindered the expansion.
» Rigid lending system
# High interest rates
» Lack of skilled man power
#» Limited training opportunities
» Not actively participated in the management ofdbeieties
» \Weak management capacity
» Inadequate representation of women in the managesoeieties
= Short loan repayment period
» Loans offered by the SACCO are small
®» Lacks good record keeping system
» Poor saving habits of members
Non-Members’ Perception
1. Non-Members Reasons’ For Not Joining the SACCO
=» NO money to save
% No perceived benefit
» Lack of information

# Interest is too high on loan
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®» No SACCO near by
» Satisfied with other financial institutions
2. Problems Of SACCO As Perceived By Non-Members
» Rigid lending system
#» Short repayment period
» Interest is too high on loan
» Loans offered were too small
» Money deposited at Dedebit
#» Regular monthly payment is high
3. Suggestions of Non-Members
» More number of SACCO needed to facilitate all peaplthe woreda
» Relax its lending system and extend the repaymenigb
#» Organize seminars and campaigns to create awarabess SACCO among the people
» Concerted efforts are needed in the field of Coaiper Extension
Officials’ Perception
1. Problems Of SACCO As Perceived By Officials
» Lack of timely external audit;
#» Lack of the necessary operating office facilities;
» Limited knowledge of financial management, and leamt able to do the recording,
posting and summarizing of accounts as per thelatds;

» Lack of exposure and skill of board members to garBACCO;
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#» Low educational level of board members;

» Lack of commercial orientation of board members;

# In adequate promotional activities by the orgamzmody; and

» Absence of information and technical assistancéooal investment opportunities. The
problems associated with this also included themaductive use of loans. Farmers do
not always spend loans for income generating desvi They were also used for
emergencies and home improvement purposes.

2. Suggestions of the Officials to Improve the Functiming of SACCO

» Most of the currently assigned cooperative orgasiZgersonnel/ are new to the sector,
so that measures must be undertaken to improvedhbalifications. The training has to
be accompanied by career development schemestsaragease their motivation. The
staff should undergo practical on the job trainimgooperatives so as to be acquainted
with the day-to-day problems of cooperatives;

» Targeted management members’ training so as tanerltaeir management capability,
arrangement of experience sharing events;

» Provision of technical support in the areas of ke@ping, (recording, posting,
summarizing and reporting transactions);

» Provision of technical assistance on identificabbsmall scale local investment
opportunities;

» Conduct external auditing, so as to effect distrduof dividends timely and prevent

frauds; and
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#» As the day-to-day management rests with electechatise members, this could pose a
threat to its outreach and sustainability. It isré#fore recommended that the SACCO

consider hiring a manager in the future.
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10.3. Recommendations

During the survey, the researcher came to know natreut the challenges faced by the
RUSACCO members in accessing the loans, in promo#in enterprise and managing or
sustaining the growth of the enterprise. The proklef SACCO were also identified during the
survey work. For these challenges, the recommemtiahave been evolved based on the insights
and perspectives gained during the period of rekestudy through interviews, observations and
interactions with the different stakeholders nan@yCCO members and SACCO management
committee, non-members and woreda cooperative gromstaff.

Challenge

During the survey, it has been observed that mesnke&ongly commented that collateral
requirements should be relaxed, for example if orember needed credit, he/she must have
guarantor from the members who will pledge histt@npulsory savings and shares to cover the
loss to the SACCO in the event that borrower daggsepay. Otherwise, the borrower would not
get any loan. When a guarantor provides a guarahtgshe can not borrow until the original
borrower’s obligation to the SACCO is fully repagh this condition resulted ilquidity risk

(too many funds are locked up)

Recommendation

It is desirable for the SACCO that the borrower afe/ pledges collateral. While the borrower
may not have collateral with immediate cash vaha&/she may pledge some objects of great
personal value that they would rather not lose umag circumstance. The fear of losing such
objects will compel the borrower to repay .So SACS§0uld accept collateral such as house and

the salary of civil servant, this lending systerowdd be included in the by-laws of the society.
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Such diversified lending policies allow membersatosorb large credit which in turn increase
their business development.

In general, SACCO should diversify its lending systin addition to guarantor compulsory

saving and share, it is better also to give cregiaccepting a wide range of collateral from the
members such as house and salary if the membimlisarvant.

Challenge

SACCOs do not have professional skilled manpowat hfully committed to achieve its goals

for savings, lending, repayment, education andrsthighe existing management committee lack
adequate knowledge about the functions and aetsvaf SACCO.

Recommendation

As the day-to-day management rests with electedageanent committee members, this could
pose a threat to its outreach and sustainabitiig.therefore recommended that SACCO consider
hiring a manager in the future.

Challenge

Limited training opportunity in the area of saviragel credit.

Recommendation

Members should get basic training on proper utiliraof credit, habit of saving and market
development through government and non-governmenmganations. The management
committee of the SACCO is to be trained first (@idraining of Trainers program) who will, in

turn train the members.
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Challenge

About 85.7 percent of the respondents in the stwdg agreed with not participating in the
management of the societies.

Recommendation

The management committee should call meeting athpdry laws of the society.

Challenge

SACCO board of directors has weak management dgpaci

Recommendation

Most of the currently assigned cooperative managém@mmittee are new to the sector, so that
measures must be undertaken to improve their eldns. The training has to be accompanied
by career development schemes so as to increasentb@vation. The staff should undergo
practical on the job training in cooperatives sdaabe acquainted with the day-to-day problems
of cooperatives

Challenge

Inadequate representation of women members in neamagt of the SACCO.

Recommendation

Promoting women in the management committee endbtya to have access to information,
education, business training, balancing family dmasiness responsibilities and at large
empowering them.

Challenge

The repayment period is too short.
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Recommendation

SACCO shall extend the repayment period (at leastyears) by considering the investments
made by the members. For example, investment icwdgral sector like animal husbandry and
crop cultivation requires longer gestation perioaider to produce income

Challenge

A high proportion of respondents (60.7 percenteadrthat SACCO offer small amount of loan.
Recommendation

Economic transformation through economic diveratiien is one of the economic policies of the
government. Therefore, SACCO should advise and wage their members to start new
ventures (new activities) besides the traditionebn@mic activities. More loans should be
allocated for micro and small enterprises develagmagricultural product processing, and new
technologies promotion such as water pumps, etc.

Challenge

It is found that 62.5 percent of respondents agtikadSACCO lack good record keeping.
Recommendation

Provision of technical support in the areas of lkealping, (recording, posting, summarizing and
reporting transactions);

Challenge

About 40.5 percent of the respondents in the staha have taken credit for agricultural

activities like crop production, vegetable andtfarops and animal husbandry.
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Recommendation

Savings and credit cooperatives must diversify rthieian portfolios (and hence their
memberships) to include not only farmers, but &taders, processors, civil servants, etc. Using
this strategy, there will be greater stability ve tcredit (and the savings) portfolio.

Challenge

Nearly 41.7 percent of the respondents divertedadde to other purposes.

Recommendation

SACCO should take up credit need study and incloae provisions for product like housing

and durable consumer goods loan

Implication for Further Research

The study was conducted only in Tigray region. Ardepth study is to be conducted on the
functioning of Rural Saving and Credit Cooperatigésther regions of Ethiopia. Case studies of

some declining SACCO on other regions of Ethiopeaveorth conducting.
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Appendix—I

ORGANIZATIONAL STRUCTURE OF SACCO

General Assembly
Management Committe:

Control Committee

Educational Saving Credit Business plan
Committee Committee Committee Committee
All members All members Borrowing Borrowing
and Community and Community Members Members

Source Richard John Pelrin, 2001



Appendix—II
INTERVIEW SCHEDULE FOR MEMBERS

Geographic Information Date:
Zone:Southern Month:
Woreda Ofla Year:
Tabia: Code:

Background Information
1) Name of the respondent:

2) Your family size is in number (Please list the member of your
family including you)

3) Family member Sex Age | Marital | Occupatioh | Educational
starting from (1=M, | (Years)| statud (Rank) statug
household head 2=F)

Code: 1 2 3

1=Married 1=Agriculture 1= llliterate

2=Unmarried 2=Trade 2= Read &write

3=Divorced 3=Both 3= Elementary school

4= Widowed 4=Civil Servant | 4= Junior school

5=Separated 5=Pension 5= High school

6= College preparatory
7=Diploma
8=Religion education

4) How many years have you been membe|:]

5) How did you become member?
a) Self interest
b) Government enforcement
c) Members Persuasion
d) Others (specify)

6) If answer Q5 is self interest, from where did yai the importance of
cooperation?




7) Why did you become a member?

Reason for membership Put a checkv' ) against the statement

Access for credit

Savings

Increase bargaining power

Reduce marketing risks

Other( specify)
Landholding
8) Do youownland? Yes No
9) Owned by the household Thimdi( ha)

10) Since joining SACCO, did you increase farm hol@ing
YeC— ™) No (CO

School Age Children

11)Do you have school aged children who are attensichgol?

Yes No
12)If yesQ11, how many childrer(Please fill the table against age and sex of atilgr
Sex
Name of School ag Age [ 1= Male | 2=Female
children

Crop cultivated & livestock holding

13)The types of crop cultivated and livestock holdinefore and after joining th
SACCO

Crop Before After | Livestock Before After

cultivated holding
Teff Oxen
Wheat Bulls
Millet Cows
Barely Donkey
Maize Horse
Sorghum Mules
Beans Sheep
Lentil Goats
Chick pea Poultry

[¢]



Productive credit

14)Since joining saving and credit cooperatives, did porrow loan

Yeq )

No O

15)If yesQ14 , how much you have borrowed per year

Amount of loan borrowed

( Put a checkv” ) against the amouhnt

Up to 1000 Birr

>1000 to 3000

>3000 to 5000

Above 5000

Number of times loan availed

16)Since joining saving and credit cooperatives, hcamyrtimes borrowed.

Number of times respondents availed log Amount in Birr

First times

Second times

Third times

Fourth times

More than fourth times

17)For what purpose you borrowed the loan.

Reason for use of loans

Rank according to loan utilization purpose

Trade

Processing

Service

Agriculture

Consumption

Other (specify)

18)Have you utilized the loan for the purpose you baed?

Yes(—_J

No (]

19)If yesQ18, for what purpose utilized the loan?

Reasons

Loan utilization purpose

Consumption

Transportation

Home improvement

Celebrations

Land tax

Diversification)

Other (specify)




20) Did you borrow loans for consumption purpose? “— No—J

21)If yesQ20, how much you have borrowed so far?

22)How much is the interest rate SACCO charge foildhe you borrow?

Yoyear
23)Did the credit bring significant change in youritig standard?
Yes No ——
24)If yesQ23, mention some of the observed changgsunliving standard
a)
b)
c)
d)
Repayment
25)Are you late in repayments of credit? Ye(— ) N

26)If yesQ25, what are the reasons behind late inyrapat?

Reasons for late repayment | Put a checkv’ ) against the statement

Negligence

Payment period too short

Un foreseen events

Un expected expenses

Low income

Un profitable venture

High family expenditure

Other reason, specify

27)Major economic activities, being carried out joiiBACCO

Single activity [ ) Multiple activity ()

28)SACCO loan invested in which activities

Existing business () New business (]




Savings

29)Do you have saving account in saving and credipecatives?

Ye

No|

30)If yesQ29, what type of saving account do you have?
Voluntary saving__ ) Compulsory saving(_)

31)If yesQ29, what is the main reason for saving?

Reason for saving

Put a checl¢’) against the statement

To avoid unwanted expenses

To have access to credit

Purchase of animals

Undertaking anew business

Excess income

Other, specify

32)How much you have saved so far in SACCO?

Saving category

Put a checl¢’) against the category

Up to Birr 1000

>1000 to 15000

>15000 to 2000

>2000 to 25000

Above 25000

33) Have you withdraw money from your saving accountas? Yes (] No(_J

34)If yesQ33, how much you have withdrawn in your sgv@ccount?

Amount of withdrawal

Put a checl¢) against the category

Up to Birr 1000

>1000 to 15000

>15000 to 2000

>2000 to 25000

Above 25000




35)If yesQ33, for what purpose money was withdrawn froorpaving account?

Reasons for withdrawals Rank according to the reason

Home improvement

Business expansion

Food

Clothing

Health needs

Education

Household appliance

Celebrations

Transportation

Other, Specify

36)If you did not have access service from the codpes, how do you equip
yourself to meet the changing needs?

Scenario with out SACCOs Put a checl¢’) against the statement

Not able to acquire goods

Would still purchase

Borrow from families/friends

Borrow from money lenders

DECSI

Conventional banks

Revenue

37) Does your income increase after joining the SACC®8s (—J] No ([

38)Annual income before and after intervention.
Pre-SACCO Post-SACCO

Amount in Birr

39)Do you get any profit from income generating atyidfter joining the SACCO?
Ye{ ) No(__ )

40)If yesQ39, what would you like to see done with pinefit funds in your business?
a) Invest it back to SACCO
b) Modernization of operations
c) Financing of new services
d) Household consumption
e) Business expansion




41)If yes Q39 how much money from the profit earned during teeqa was
withdrawn and transferred to the family purpose?
Profit transferred to the family | Put a checl¢”) against the category

Up to 1000Birr
>1000to3000
>3000 to 5000
>5000 to 70000
Above 7000

42)For what purpose the profit transferred to the famvas used?

Purpose of profit transferred to the family | Rank according to the purpose

Home improvement

Food

Clothing

Health

Education

Household appliance

Celebrations

Ceremonies

Transportation

43) Did you retain money from the profit earned durihg period for business
expansion purpose? — Yes N

44)If yesQ43, how much money from the profit earnedrduthe period were
withdrawn from the income generating activity apthimed for business
explanation purpose?

Amount transfer Put a checl¢’) against the category

Up to 1000Birr

>1000t03000

>3000 to 5000

>5000 to 70000

Above 7000

45)Mention some of the changes/improvements that ywe Iseen in your family afte
you became a member

a)

b)

c)

d)

e)

=



Expenditure

46) Average monthhhouseholdexpenditure before and after joining the SACCO.

HouseholdExpenditure

Increased | Decreased Unchanged

Food

Clothing

Health

Appliances

Fuel

Education

Celebrations

Transportation

Other

Risk orientation

47)Do you think your venture faced financial risk? sYC) No 3

48)If yesQ47, what is your orientation to take riskngw venture?

Orientation to take risk

Put a checl¢’) mark

High

Medium

Low

49)How do you manage the financial crisis while lassdcurred?

Loss Recovery Techniques Put a checl¢) against the technique

Using personal saving

By disposing of assets

By borrowing

Purchasing insurance policy

Other, specify

Training

50)Have you received training after becoming a memb&&s —J No ([

51)If yesQ50, what type of training have you receigedar?

Nature of training

Put a checl¢) against the stateme

2Nt

Auditing

Record keeping system

Risk and investment management

Personnel management

Proper use of credit

Habit of saving

Cooperative ethos and philosophy

Legal cases




52)If yesQ50, who organized the training?
a) Cooperative
b) Government
c) NGOs
d) Universities
e) Others, specify

53)If yesQ50, what advantages do you get from the training?
a)
b)
C)
d)

Money lending

54)Have you lent money to some one (members, or nanbakes) after joining
SACCO

Yes () No ()
55)If yes Q54,how much you have lented?
Amount of money Put a checl¢) against the category
Up to 1000Birr
>1000to5000

>5000 to 10000

Above 10000

Employment
56) The number of days employed per annum before aedjafning the SACCO
57)Number of days employed per annum | Pre- SACCOs Post- SACCOs period

period

The number of person employed per
annum before and after joining the
SACCO

58)Number of persons employg Member | Family member | Outside(hired labor)

Pre- SACCOs| Regular

Part-timer

Post- Regular

SACCOs Part-timer




Decision-Making Decision making Pre-SACCO Post-SACCO
59)Who has more Husband
responsibility to make Wife
decision to borrow Both
60)Who decides on the use of Husband
the borrowed funds? Wife

Both
61)Who decides concerning | Husband
use of the profit generated| \Wife
from income generating [ Both

activities?
62)Who decides on selling ownHusband
produce? Wife
Both
63)Who decides on the use of Husband
the land Wife
Both
64)Who decides concerning theHusband
family include family Wife
economic activity, family [ Both

budget, child education an
purchase of food?

)

65)Who decides the purchase

Husband

of input and the quantity?

Wife

Both

66)Do you think your household burden decrease afteirig the SACCO

Yes(J

No C—3

67)If yesQ66, put a che¢kK) against the statement give in the following table

Household Activities

Activities the women were participating

Pre-SACCO

Post-SACCO

Child care

Cooking

Fuel wood collecting

Grinding

Livestock herding

Cleaning( homes and clothes)

Petty business

Farming




Participation
68) How do you perceive your participation in attenckaof training after joining
the SACCO? Decrease ) Unchand___ ] Increase( )
69)How do you perceive your level of involvement inetiegs after joining the
SACCO?
Decrease( ) Unchang(_ ) Increased( ]
70) How did you perceive your participation in socaiglted activities after joining

the SACCO? Decreasel__J Unchar{:] Increasd___J

71) How did you perceive your participation in incogenerating activities after
joining the SACCO? Decread ) Unchd(__J Increasd_ )

Perception of the functions and activities of SAC®Qt a cheql¢’) against the
statement

Functions Agree Disagree
72)Bringing savers and borrowers in a system

73)To take members savings in the appropriate
amounts and times

74)Lend money to the members for use in the
business

75)Recover all the loans given as credit

76)Charge interest

77)Pay the interest on their savings

78)To allow members to form a business

79)Selling shares to members in appropriate
amount and times

80)Retaining some profit from interest earned or
the lending operation

81)Pay dividend to the members on the basis of the
shares owned

Activities
82)Shares

83)Open deposit Fixed deposit




84)Internal transfer facilities

85) Transfer facilities between SACCO and Ban

86)Deposit of cash cheques and cheques made |out
of a members

87)Credit collection services to other institutions

88)Installment collection on behalf of other
institutions

89)Premium collection on behalf of insurance
institutions

90)List all value of additional assets purchase imfhining the SACCO?

a)

b)

c)

Problems of members

So far, what types of problems have been thereethmgler expansion of saving and credij

cooperatives?

Problem

Agree

Disagree

91)Lack of finance of the SACCOs

92)Lack of knowledge in the line of income generat
activities

ng

93)Lack of information in the line of income generati
activities

94)Limited training opportunities available to SACCO

members

95)Members’ not actively participate in the managemer
of their societies

nt

96)Weak management capacity

—



97)Unsatisfactory or inadequate representation of wome
members in management bodies of the cooperative

[72)

X

98)Members’ weak business management capacity an
lack of business diversification opportunities

99)Short loan repayment period

100) Small account size of loans offered by
RUSACCOs;

101) Lack of record keeping system

102) Poor saving habits of members

103’ What are your general suggestions to improve thetiioning of SACCO

a)

b)

9)

d)

e)

)




Appendix—III

INTERVIEW SCHEDULE FOR NON-MEMBERS

Background Information

1) | Respondent Name:

2) | Age:
3) | Sex:

4) | Occupation:

a) Crop production

b) Livestock rearing

c) Both crop & livestock
d) Trading/merchant
e) Manual Worker

f)  Housewife

g) Civil Servant

5) | Marital status:

a) Married

b) Unmarried

c) Divorced

d) Widowed

e) Separated

6) | Educational status:
a) lliterate

b) Literate

¢) Elementary school
d) Junior school

e) High school

f) College preparatory
g) College/University
h) Religion education




Membership

1)

Have you ever thought of joining the SACCO Y I

2)

Could you tell me why you have not joined SACCQaur locality?

a)

b)

<)

d)

e)

3)

Do you perceive that SACCO are helpful to membatss ] No ()

4)

What are the major problems/challenges that thpem@bive faced?

a)

b)

c)

d)

e)

5)

What suggestions you have to make more people nrsrnb&ACCO?

a)

b)

c)

d)

e)
















