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ABSTRACT

The study investigates the role of RUSACCOS omtpmvement of members’ saving behavior
in the study area. Saving is a key component indewelopment and it is believed to be the
surest way of increasing income and enables menmbeesluce poverty. The study had the three
Specific objectives, To analyze the existing RUSBEoerformance, to assess factors
influencing role of RUSACCOs on members’ savingBaWer improvement, to suggest
recommendations to improve member’s savings behawm effectiveness of RUSACCOs.

To achieve the objectives, the study was undertakkére Tigray National Regional State in the
Eastern part of the region in one purposively sieléovoreda, namely Ganta Afeshum Woreda
and used sample of 124 members, 6 promotion dffieiad cooperative experts and 6 from
stakeholders, board and committee members wereomlyd selected. Both primary and
secondary data were collected and used. Based @olifectives of the study, appropriate tools
and techniques of analysis such as descriptivessitst, frequency, mean, minimum, maximum
and percentage were employed. The variables thhteimce improvement of members’ saving
behavior are seventeen: Annual savings, credit fi@adges, savings interest, safety/security,
convenience, liquidity, positive returrsnount of loan borrowedccess to training, distance to
RUSACCOS officegccountability, transparencygducation level, employment, seniority, annual
income and family size. Based on the findings tilndysconcluded that majority of members have
poor saving habit, lack of training, less awarenabsut RUSACCOs are appropriate options
for the rural households, which are providing seed to improve members’ saving in
sustainable manner. Major recommendations were m&IESACCOs should develop varied
products that meet various membership needs, Refwarégular savers by payment of interest
on savings deposits, government and non Governorgahizations should create on saving
mobilization, provide skill and knowledge thougblgem based trainings to improve members’

saving behavior and effectiveness of RUSACCOS.
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CHAPTER —|

1 INTRODUCTION

1.1 General

The Ethiopian agricultural sector is the basis lid economy and which forms the basis of
livelihood for 85% of the population living in threiral areas. It accounts for about 50% of the
GDP. The performance of agricultural sector is atadhte to feed the growing population. Due
to repeated drought, civil war, land degradatiomited uses of modern input, low level of
investment as a result of insignificant domestiirsgs and ill-advised policies have crippled the
development of the economy, (Amaha, 2000).

Governments have drafted and implemented diffestrdategies and programs to back the
economy of the country on track. Among these deueknt programs, organizing different
classes of people through cooperatives that erthbla to solve their common economic and
social problems has assumed as important. The glioduand productivity can be improved
through expansion of cooperative sector as abasddr development.

A system of financial intermediation is necessarghannel the flow of funds from suppliers to
users. An effective and smoothly functioning finahsystem will increase the mobilization of
savings, lower transaction costs, disperse riskisdmect the allocation of resources to the most
productive use (FAO, 2001).

The delivery of financial products and serviceotigh micro-finance institutions in Ethiopia is
one of the policy instruments used to enable ranal urban households to increase their output
and productivity, induce technology adoption, i@ input supply, increase income thereby

helping them reduce their poverty and attain foecusty (Wolday, 2002). Micro finance is one



part of the larger finance sector. The goal of megethe needs of the disadvantaged part of the
population, who in many cases do not have acce$srtaal financial service, as well as the
small amount involved in both savings and credihsactions are characteristic features of micro
finance. These features require specific expettiseeet the demand due to the high cost of each
transaction. There are various types of bankingl, ey differ in the services they offer to
clients. In Ethiopia, there was no modern and weilanized Financial Co-operative until
January 1964 when the workers of Ethiopian Airliesgablished the first SACCOs. Gradually,
the concept of Co-operative becomes realized byynesmployees of private and government
undertakings. During the regime of Haileselasdie, dooperative legislation No 241/1966 was
proclaimed and about 154 different types of codpe¥a were organized. During the Drug
regime, cooperatives that were organized earlieewensidered as unnecessary and discarded.
The newly organized cooperatives under the regianee hpurposefully made instruments of
political power. Their organizational proceduresravaéot based on internationally accepted
cooperative principles.

The recent proclamation No. 147/98 created cona@ueinvironment for the development of
cooperatives. And currently there are 26,128 pryn@roperatives with a total capital of birr
1,003,470,660.00 and total membership of 5,270,8080f this 4,470,081 are male and 800,127
are female. From these, 6,413 are saving and aredjieratives which have 508,817 members
(280,869 male & 227,948 female) with a total cdpfebirr 324,835,045.00. In addition to these,
143 secondary cooperatives (unions) which have52@bnary cooperatives with a capital of
143,631,225.00 are registered. From these 23 urewasRUSACCOs, Federal cooperative

agency (FCA, 2009).



In Tigray region there are 1,410 primary coopeegiwith a total amount of birr 42,334,481.00
Out of these 371 are saving and credit cooperatitesh are have 25,797 members (8,472 men
& 3,897 female) & a total amount of birr 21,860,88& Tigray Regional cooperative promotion
office, (June, 2009)Annual report.

In Ganta Afeshum Woreda there arel9 rural savirtcaedit cooperatives with a total member
ship of 2,014, out of which 580 are female memlzerd 1,434 are male, and having a total
amount of birr 564,461.75 Ganta Afeshum woreda ecatpve desks, (field survey Feb, 2009).
The study focuses on the role of RUSACCOs of memBawings behavior and the level of

savings in the study area specifically Ganta AfesMioreda.

1.2 Statement of the problem

In subsistence agriculture and low income countikesEthiopia, where the smallholder farming
dominates the overall national economy, small p#adarmers often face scarcity of
capital/credit due to low level of production toogatl new agricultural technologies. SACCO
interventions may lead to empowerment of rural pbgrincreasing their income and their
control over that income, enhancing their knowledgd skills in production, trade and service,
and increasing their participation in household islen—making. As a result, the socio—
economic conditions of the rural society may chafiggbeer, 1996).

Cooperatives must begin and continue with an ecasadiy and politically active member ship.
Inactive members are threats to cooperatives bedées inactivity demonstrates their lack of
commitment to cooperative values and principlesthrgicreates conflicts between active and in

active members.



Saving is a key component in any development erateav it is believed to be the surest way of
increasing income and boosting productivity in &erapt to break through the vicioagcle of
poverty. Without saving, people are likely to fessvere problem of survival when they are no
longer able to work. It is also argued that, wheorpghouseholds’ desire and need to save meets,
a safe, easily accessible opportunity to do sar ttagacity to save, commitment to saving, and
the amounts they manage to save are remarkablb.irttigmes lead to alleviation of poverty in
households, ultimately resulting into improved dfyadf life of people in rural communities.
Ethiopian SACCOs lending policies and procedures radimentary and not encouraging the
potential borrowers. Though there is incidence ofrapayment which leads to overdue/bad
debts. The problems of SACCOs could be listed; Lafakfrastructure like office buildings and
equipments, Lack of awareness about SACCOs arizkntsfits among the’ potential members’,
Lack of saving habit among the people, Lack ofnedi manpower, Lack of external funding for
the SACCOs, Limited audit facilities, Small sizensémbership, Lack of members’ participation,
Limited support by the government, and Poor accéeefping. Regional RUFIP Coordination
Office report (June, 2008).

In Tigray regional State, the existing non-bankiimgncial intermediaries are few in number and
cover only small number of household as comparethé¢ctotal demand for the services in the
region. Due to various reasons including legal prieemation of rural savings and credit
cooperatives in the region has started lately dn$ ia new phenomenon. Every financial
intermediary needs injections of capital or funa@lkjch may be owner’'s money or a loan. When
a loan is used, it is someone else who has dongathirgs. Saving services are a key feature for

raising capital and are often tied to receivinganl



In the rural areas of many developing countriesldick of access to effective formal financial
markets may be seen as a severe constraint thaenpse low-income house holds from
improving their lot and leads to the persistentggox The main objective of this study is to find
out how members are mobilizing cash savings andtueeir savings though the institution that
is owned and managed by them and the role of RUSA<@ improvement on members saving
behavior in Ganta Afeshum wereda is not yet studied

Therefore, the research has assessed the role SARUOOs improvement on members’ saving
behavior, factors influencing role of RUSACCOs oembers’ savings behavior improvement
and suggest recommendations to improve member'smgsawehavior and effectiveness of

RUSACCOs in the study area.

1.3 Purpose of the study

The purpose of the study is to assess the roleUBAZCOs on member’'s savings behavior
improvement, to identify the factors influencingetmole and suggest recommendations to

improve the role of RUSACCOs in the study area.

1.4 Objectives of the Study
1.4.1 General objective
The General objective of the study is to assessdlee of RUSACCOs on the improvement

member’s savings behavior in Ganta Afeshum WerEdgay, Ethiopia.

1.4.2 Specific objectives;

1. To analyze the existing RUSACCO performancéedgtudy area.



2. To assess factors influencing role of RUSACCQ@stlee improvement of members’
savings behavior in the study area.
3. To suggest recommendations to improve membershgavbehavior and effectiveness of

RUSACCOs.

1.5 Research questions.

This study will find out the answers to the follmgiresearch questions, such as;
1. What is the existing performance of RUSACCOs inghely area?
2. What factors influence the role of RUSACCOs on mersb savings behavior
improvement?

3. What strategies can possibly improve savings behnavi

1.6 Hypotheses of the Study

There is no direct relationship between member'gsings behavior and effectiveness of

RUSACCO.

1.7 Significance of the Study

Promotion of rural savings benefits both rural rehadds and the financial institutions. The
availability of savings opportunity discourages tgtfuctive household consumption for the poor
while savings increase their capital and resouaseland consequently their bargaining power.
For the financial institutions, savings increasefimds available for loaning. Based on the above
general truth, in addition to other attention psjnthe study pointed out, how RUSACCOS

members’ savings behavior are associated with gavend credit cooperatives’ working



environment. The study identified factors influemginouseholds’ savings culture in the rural
community with available financial intermediarieBhe study will be made available to the
responsible organizations for the promotion andulegn of rural savings and credit
cooperatives, to cooperatives themselves, to catipermembers and other beneficiaries. Since
this area is not investigated in depth before stiidy results might also initiate other researchers
to conduct different research works from differpetspectives, which will again contribute for
strengthening of Rural Savings and credit Coopezatand members’ savings behavior.

The study is also particularly significant at thime, because there is a strong push by the
Government through Rural Financial Services Prog(®RASP) to deliver financial services
through community based and locally owned orgaimnatwith the key objective of supporting
communities to establish a nation wide infrastruetof SACCOs to enable communities to
access financial services, like savings, credithaydransfers and soon.

This study focuses on examining the Role of RUSAGRE@énhancing members’ saving behavior
and examining the influencing factors that hindex effectiveness of the RUSACCOSs role in
member’s saving behavior improvement in the studa.aTherefore, this study has significant
role in designing possible strategies that couldrowe the role and effectiveness of RUSACCOs

in improvement member’s saving behavior in the placa.

1.8 Scope and Limitations of the Study

This study is limited on examining the role of RUSBOs in Ganta Afeshum Woreda and also
limited due to scarcity of resources such as: tifimance, distance between RUSACCOs and
other related resources.

Therefore, the study doesn’t argue to provide amieé findings on the RUSACCOs in the

entire Regional state. The study conducted in bwv@ Woreda can not be generalized to other



parts of Tigray Regional state in particular antigia in general. Despite the limitations of the
study mentioned above, the findings of this redeatan be of much use in finding the
opportunities for RUSACCOs development and desmnpossible intervention strategies

specifically to the study areas.

1.9. Organization of the Thesis

The thesis is organized into five main chapterse Tinst chapter focuses mainly on the
background, statement of the problem, objectiviggificance and scope of the study. Relevant
literatures related to the study are reviewed &gptér two. Chapter three deals with materials and
methods, description of study areas, with samptiegign, methods of data collection and
analytical techniques. And chapter four deals #wailts obtained from the descriptive statistics
and discussion. Finally, chapter five presents taclusion and recommendations parts of the

study



CHAPTER - I

2 LITERATURE REVIEW

2.1Definition of Rural Savings and Credit Cooperative(RUSACCOSs)

A RUSACCO is one form of a cooperative society wehdmisiness is to provide financial
services to its member's .SACCOs are legal insbihgt registered under the cooperative laws.
SACCOs are owned by their members through paymfestiare capital and membership fees to
the institution. In addition to the abqvea savings and credit cooperative (SACCO) is a
democratic, unigue member driven, self-help, nopfofit financial cooperative. It is owned and
governed by members who have the same common BoOBACCO’s membership is open to all
that belong to a group, regardless of race, raligomlor, creed, and gender or job status. These
members agree to save their money together in A@C® and to make loans to one another at
reasonable rates of interest. Interest is chamyedver the interest cost on saving and the cost of
administration .There is no profit paid to any ohke members are the owners and the members

decide how their money will be used for the benafibne another (Bailey, 2001).

Saving and credit cooperatives (SACCOs) which ax@nh as the credit unions in some other
countries are defined as cooperatives which furtigir members with convenient and secure
means of saving money and obtaining credit at regde rates of interest The saving and credit
cooperatives are usually organized within a grodyicivis already join together by a bond of

common interests such as workers in same factorgesnbers of the same community who are

fairly well acquainted with one another. Furtherreyahe savings and credit cooperatives are



cooperative organizations which are guided by treetices, philosophy and principles of the
cooperative movement. They differ from the resptbler cooperatives, because they are financial

cooperative organizations with a social context{iga and Batarinyebwa, 1995).

2.2 Concepts of saving and credit cooperatives.

Germany was the first country in the world to apiblg principles of cooperation in the field of

credit. According to Winfred John A. and V.Kulanslaamy 1986; in 1849, Raiffeise and Union
in Aid of Impoverished Farmers’ organized savingd aredit cooperatives.

The concept of SACCOs has got a great prominenabally in general and in developing

countries in particularly. They are considered las instrument for economic development
particularly in the financial sector, and a meanssocial improvement. Formerly, there was
misconception of the role of SACCOs to the econaseieelopment and improvement of the well
being of the society, rather they were seen aspevadives organized only for short term and self
help purposes. They were thought as instrumentthefstate to achieve its mission. On the
contrary, SACCOs are member owned financial institis, which contribute to development of

human attitude to work, initiative leadership, s#dvelopment, motivation, self-reliance, self-

help, self-control and solidarity. Still there @@me people who could not differentiable between
micro financing (MFI) and SACCOs. It should not bBemisleading concept that MFI and

SACCOs are by far different institutions organized different objectives and the main

difference lies on ownership right. SACCOs are ewvrand controlled by the members
themselves. The definition of SACCOs varies fromspa to person and from time to time. The
Organization and Administration of SACCOs, whichpiepared by ACCOSCA; SACCOs is

defined as "a free association of people with comimond who save and lend money to one
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another at low interest rates for productive arsioviary purpose@bate Mitiku, Abebe Alemu,

1999.

2.4 History of Savings and Credit Cooperatives in Etlopia

Savings and credit cooperatives in Ethiopia haveerg long origin. The first savings and credit
cooperative in Ethiopia was established in 1964ebployees of Ethiopian Airlines by the
initiative of interested individual Ethiopians whave foreign countries exposure and peace core
workers of foreign origins. During the same perigdvings and credit cooperatives were
established by employees of Ethiopian Road Authoaind the Telecommunication Agency
(Dejene, 1993).

Since cooperatives societies’ proclamation Act B41/66 was passed in 1966, the existing
cooperatives were registered under this proclamatity the Ministry of Community
Development and Social Affairs. In order to promstrings and credit cooperative in the
country, in 1970 a national savings and credit eoafives promotion committee, known as the
Ethiopian Thrift and Credit Cooperatives Developmé&ommittee was organized. This
committee was able to host the ninth African Cagriee on the mobilization of local savings and
facilitated Ethiopia’s affiliation with ACCOSCA. kontributed to the increase in the number of
savings and credit cooperatives in Ethiopia, andhg able to secure assistance from a number of
international donor agencies towards the developwieBACCOs

However, this committee was not granted legal stakhat was one reason why it was succeeded
by the Ethiopian National Thrift and Credit Sociatyl973. This society was established by the
already existing credit unions under the 1966 Coaipae Societies Proclamation Act No. 241. It
was administered by a board of directors electethbygeneral assembly of the representatives

of each affiliated society. This national societgsnable to contribute to the further development
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of savings and credit unions in Ethiopia until lkiguidation with the passage of the 1976
Monetary and Banking Proclamation No. 99 and thé818ooperative Societies Proclamation
No. 138. By 1978, there were 60 savings and cremlifperatives in the country comprising
13,020 members with savings amounting to Birr 4lioml The annual rate of growth of
membership over the 1974-78 period averaged 1Z2peand the average savings per member
over the same period was Birr 268. The averageamate of growth in the number of SACCOs
was slightly higher than 14.7 percent (Dejene, 1993

The legal framework of the SACCOs in Ethiopia wasvpled by the Cooperative Societies
Proclamation N0.138/1978. Although the contentshef proclamation was socialist oriented, it
provided ground for the establishment of saving$ emredit cooperatives along with three other
cooperatives, namely, the producers’ cooperativi@eties, service cooperatives and housing
cooperatives. For these different types of cooparsit different governmental institutions were
assigned for promotional and regulatory activiti€mce 1978, the responsible governmental
institution of Sacco’s promotion and regulatoryiaties was the National Bank of Ethiopia,
through establishing an office called Savings anddf Cooperatives Development Office.
Among other shortcomings proclamation No. 138/1@@8 urban SACCOS biased.

Until 1998 the cooperatives proclamation No. 1448 passed, the SACCOs movement in
Ethiopia was not only urban based but also thenieahand regulatory services were offered
only from one center- Addis Ababa, where the offiaes located. This new proclamation is full
fledged with internationally accepted cooperatiyesiciples and also it institutionalizes the
technical support and regulatory activities forfetént types of cooperatives by establishing a
governmental institution with branches up to wordelzel. Although there was difference in

attention and the establishment of the responsitganization, at present there are independent
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institutions which are responsible for promotior@pacity building and regulatory activities of
different types of cooperatives through out thentguin each Administrative region and city
councils including the federal cooperative Agenty.line with this, there are more than 21
different types of cooperative Unions, 19147 primeooperatives with 4.62 million members
and 1475.25 million Birr capital and there are %fedent types of 124 secondary level
cooperatives (unions) with 149.42 million Birr ctgpiand 2495 affiliated primary cooperatives
in the country (FCA, 2006).

Based on the national cooperative proclamation 098, the Tigray National Regional State
established an institution, initially called Cooptres Promotion office and currently
Cooperatives Promotion Department, which is resipg$or cooperatives promotion, capacity
building, and regulatory activities. When the aoffiovas established it had zonal level
cooperatives promotion department and wereda lgu@imotion office. Following the
restructuring of the government sector offices @2 the zonal level Cooperative Promotion
Departments were abandoned and wereda cooperatioastion office was scaled-down to a

desk/team level.

2.3.1. The impact of cooperatives in development

Cooperatives, organized as business enterprisgbddoenefit of their members, offer a model
of enterprise that is particularly relevant in diffit economic times and instances of market
failures. As a self-help group, a cooperative oizition is widely accessible, especially for the
impoverished, offer a model of enterprise thatadipularly relevant in difficult economic times

and instances of market failures.. Where privaterpnise or government is weak, particularly in
remote rural areas, cooperatives enable local pewmpbrganize and improve their conditions.

Cooperatives promote and support entrepreneuriaveldement, creating productive
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employment, raising incomes and helping to redumeefy while enhancing social inclusion,
social protection and community-building. Thus, \etthey directly benefit their members, they
also offer positive externalities for the rest otigty and have a transformational impact on the
economy the International Cooperative Alliance (|2A08).

The cooperatives also provide opportunities foriagdomclusion. In the informal economy,
workers have formed shared service cooperatives agsbciations to assist in their self-
employment. In rural areas, savings and credit emijves provide access to banking services
which are lacking in many communities. Credit caapges in financing the formation of small
and micro businesses, promotes inclusive finanaettle United Nations envisages reaching the
poor in a sustainable way. In many countries, coaipes and mutual benefit societies are
substantial providers of social protection, esgdbciaealth coverage, and they operate as

voluntary community-based schemes. World bank(Wagbn, D.C., 2007).

Cooperatives have also been instrumental in pdagéding and creating bridges of
communication in areas of conflict or ethnic digisi. The success of cooperatives is a function
of capable management and governance and theydbikidapt to prevailing business conditions.
Cooperatives have also been viewed as State insttafities or prostate’s, and as being less
concerned about the genuine needs of their memBerse also view the cooperative principles
and structures as limiting the ability to quickBspond to market changes. Cooperative charters
also often include restrictions on their abilityrise capital. A challenge with the cooperative
structure, based on the conflict of interest betweembers and management is its vulnerability
to management opportunism. This arises when thpeztative membership base is very large so
that individual ember interest is diffused relatteemanagement’s interests and incentives (ILO,

2007)
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2.3.2 Financial cooperatives in development

Financial cooperatives enable members to meet tieeds for financial services, such as
savings and credit, at low-cost and with easy actt@®ugh the pooling of limited capital. The
members’ mandatory purchase of ownership sharéseirtooperative and their deposit/savings
accounts serve as the funding base to enable tpeative to extend credit to members.
Financial cooperatives are often known as credibng) savings and credit cooperatives or
cooperative banks. Membership is typically base@ common bond that helps to establish trust
between net savers and borrowers. Financial cotypesaoperate with a different set of values
and objectives than investor owned banks and asedban a model driven not only by profit
motives but also by social objectives that focussenvice and responsiveness to members’
needs.

Financial cooperatives generally operate at thailretvel and are smaller than large investor-
controlled banks and thus have a limited needis® reapital in wholesale markets. Their credit
underwriting generally requires that a member’sasdé@paccount is well established before credit

is extended, instilling thrift among members.

2.3.3. Savings products

Savings is money put aside by an individual or ebotd for use in the future. A key to good
money management, savings help individuals and dimids manage risk, deal with
emergencies, smooth income, build assets, and fimegicial goals. People save by putting

money aside when it comes in and by spending leesw goes out.

15



For the rural population, their savings are perhfesmost precious asset. The safety of these
assets is their primary concern. Many people wadd entrust their savings to the financial
institutions unless they are assured that theysafe there (Azhar, 1995). Since RUSACCOS
members are owners’ of the institutions, they hsaxged regular savings, to some extent irregular
savings and have purchased shares. Rural SACCO&cHre in promoting savings, since
members’ deposits are the principal sources of &#de funds. Rural SACCOS have two classes
of clients: members and customers. Customers’ laaeess to only limited financial products
(irregular savings for adults and minor or childawings)-saving accounts-and are excluded
from loan products.

Share: every potential member must purchase the speaifi@num share(s) as determined by
the RUSACCO making each member as owner of thearatipe. Purchasing shares is carried
out not only by new members but the existing memslaee also expected to purchase additional
shares from the RUSACCOs in proportion to theinrsgs that would enable to maintain at least
3:5t0 1 and 4:1 savings/share leverage ratio.

Regular savings (compulsory savings)t is the main part of savings in RUSACCOS. Thigety

of savings is the predetermined amount of saviw@ig;h is saved regularly every month without
interruption by RUSACCOS-members. The amount of thmgrmegular savings is decided by the
saver him/herself within the saving range decidgthle cooperative general assembly. Members
can not withdraw this type of savings from the aaragpives unless they decide to terminate their
membership. Every six months, members receiveastdor the saved amount of cash. Regular
savings are required as a precondition of memherahd are used as collateral of loan when
members request and get loan. Although regulamgavin RUSACCOS are preconditions for

receiving loans, unlike savings made in other typlemicrofinance, they are not targeted only
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for loan receiving. It is a continuous financiabguct, which would improve savings culture and
built financial and physical capital for the saveBy insisting on regular savings, RUSACCOS
could screen out some potential defaulters, inerdands available for lending, and develop
among members a degree of identification with tharfcial health of the institution.

Irregular savings (voluntary savings): This type of savings is allowed not only for mensber
but also for non-members. As far as they are istete non-members can use this product.
Irregular savings products can attract idle resesirfrom some clients (both members and
nonmembers) and channel them to others (membersca@mgkratives, which are established
under the same proclamation) in the form of loamsrfvestment in productive activities. Unlike
regular savings, savers are not obliged to saveyementh and its amount is not predetermined.
Moreover, this savings bear interest and the seaerwithdraw his/her savings at any time on

demand. From such type of savings savers do bemdjitfrom interest payment (Teka, 2008).

2.3.4. Credit products

Credit is defined as the power or ability to obtgoods and services in exchange for a promise to
pay for them later. Credit is an exchange of gamdservices for a promise of future payment

In RUSACCO, in addition to other objectives andeintives members are encouraged to save
towards loans. Loans are ratio based on memberisgsaand shares (at present 3:1 or 3 folds of
a member’s share and savings balance is offerduichws the ceiling level). The loan products
offered by RUSACCO are categorized into productmoyident and consumption loans. When
members face bad situation, consumption loanslaceadlowed in the RUSACCO loan policy.
Until this study has been conducted no any RUSAGC&fered consumption loans to the
beneficiaries. The major loan products which amcpeced in a flexible way are production and

provident loans. Rural SACCOs made loans to mendodysin cash (Kefle, 2008).
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Every RUSACCO has an approved loan guideline whidibles the RUSACCO to offer the loan
product to members in a proper and smooth mannbenNRUSACCO members request loan
they are expected to present the type of actitigy tare going to do (practice to develop a type
of business plan). Based on members’ loan reqadt&; loan committee critical evaluation
usually loans are disbursed to members every tweksveThe loan duration vary from six
months to two years. The repayment modality ofltla® depends on the type of the activity the
loans are allocated. The loan disbursed for pediying (grain trade, livestock trade, local drink
and food preparation, etc.), creditors are expedtedepay the loan every month to the
RUSACCO (equal installment) on the saving day alaith their monthly regular savings. The
loan disbursed for livestock development (fattenstieep/goat rearing, bee keeping, etc.), after
six months grace period creditor are expected pay¢he loan every month to the RUSACCO
(equal installment) on the saving day along witkithmonthly regular savings. The loan
disbursed for annual agricultural production inpuieditors are expected to repay the loan to

RUSACCO at the time of harvesting (lump sum on date).

During the period of field survey, the disbursechimum loan amount per member was Birr 300
and the maximum loan amount per member was Bir09%8e loan repayment rate for the last

three consecutives years was 100 percent.

2.4. The Function of RUSACCOs

RUSACCOs have multiple functions but two of thene amndamental. These are financial
intermediation and investment. According to Richawhn Pelrine (2001), the most basic

function of a SACCO is financial intermediation.aths bringing savers and borrowers together
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in a system that covers all of the costs of doingjtess and is profitable / useful to both parties.
Specifically the financial intermediation functioha SACCO is: to take members savings in the
appropriate amounts and at the appropriate tineast them back to the members for use in their
business, with appropriate management; recovef défle loans, on time and with interest; cover
all costs to the SACCO from the interest; and, th@ymembers a premium on their savings from
the profit remaining from the interest after alstohave been paid. The other essential function
of a SACCO is investment. That is to allow memblerform a business (the SACCO itself) by
placing their capital at risk and to receive a met(profit) on that investment. Specifically the
investment function of a SACCO is: selling shaesiembers in the appropriate amounts and at
the appropriate times; using those shares to gtedhe savings and loans of the members, by
providing the correct amount of liquidity in the S&0 to manage risk of withdrawal or late
repayment; retaining some profit from interest edran the lending operation to pay dividend to
the members on the basis of the shares ownedtnibdte the profits to the members as dividend
on the basis of shares owned. Richard John Pe(@f81) reported that saving and credit
cooperatives are cooperatives and voluntary firsdnarganizations owned and operated by
members.

Their purpose is to encourage savings by creatieglldeposit activities and then using the
pooled funds to make loans for productive, consuonesocial purposes to their members. Rural
saving and credit cooperatives operate as farnmgessroots organizations, aimed usually at
meeting the seasonal financial needs of their mesnléhich other financial institutions do not
satisfy. Richard John Pelrine (2001) reported toaiperatives create the opportunity for people
to take responsibility for their own financial orgaation. The democratic process is an integral

part of the cooperative and encourages peopleki® ¢antrol of their own financial affairs.
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Among the many advantages of saving and crediteratipes are: savings are mobilized locally
and returned to members in the form of loans; @dkerate on both saving and loan are generally
better than rates given by banks and the reasongifis that saving and credit cooperatives
have very loan overheads compared to banks; edtiwate members in financial matters by
teaching the handling of money; how to keep trackirances; how to budget and how keep

away from hire purchases and how to be profitable.

2.4.1Saving culture

Through out time, all around the world, house holisve saved: as insurance against
emergencies, for social and religious obligatioos ihvestments and for future consumption
(Rutherford, 1999).

Saving ought to have started before the birth stigeChrist in the Roman Empire. Its adventure
is very much linked with the origin of money whenerchants used to keep (save) their precious
metals with the gold smiths who would give themlbteir gold when they are back after their
businesses (Cox, 1996:84).

Because such precious metals were used as a mediarchange that time, and were mainly
kept with the gold smiths, the merchants would fgoeconsumption; it is from this adage that,
the culture of saving evolved. Also it should beeabthat, from this, formal banking and saving
in general and intermediation between surplus aaficid money holders evolved (Cox,
1996:84).However, can poor people save? Do the people know the importance of saving?
The answer would be yes as elucidated below:

The importance that poor people attach to saviegkemonstrated by many ingenious but often

costly ways they find to save in addition to kegpamall amounts of cash secreted at home.
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Saving constitutes the key elements on which tveldpment of the community depends. Local
savings provide the asset for the community’s itmesit in future. Without it, the community
and the economy at large cannot grow. It is deldrdimt SACCOs’ membership embraces a
saving culture so as to increase their low incontesg]ing to improved quality of life. Further
still, development is induced by saving in thatghilevels of saving leads to capital
accumulation, later on investment leading to higtome levels, ultimately breaking through the
vicious cycle of poverty, hence, development inltng run.

Further still, saving and maintaining that cultuig,an important aspect of life. This is just
because if one saves in a bank, then there is igedar life which serves as a common
denominator, for great variety of people’s lifelegyat both their homes and work places. This
explains why among the operations by banks, anags\accounts to enable people to save funds

to be put to use in times of crisis.

2.4.2. Saving behavior

Saving behavior is fundamental aspect of humaniginparticularly in rural areas where
incomes are unsecured.

He further noted that, agricultural production éasonal because the period of income flows and
expenditure are different. In here, the intervadédwieen income and expenditure and funds
available to carry over from one period to the n@xovides good potential for mobilization of
saving in rural areas.

Recent World Bank household country studies in Sabaran Africa showed that, rural house
holds in Africa have higher average and marginalppnsity to save. Long term financial
security starts with a regular savings plan for mgaecies, un expected bills, replacement of

needed home items and the purchase of special gowtiservices ,such as a boat ,a vacation
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home or college education. Once a saving componasntbeen established, additional money
saved may be used for investments that offer greatential returns. In the same endeavor, one
scholar observes that, a certain amount of savmgs be readily available to meet individual or

family needs (Kapoor et al, 1988:21)

2.4.3. Ways to Save

You can choose to save through formal, semi-formnahformal institutions, and in the form of
cash or non-cash.

Non-cash forms of savingare assets, such as jewelry, consumer durabldiwestock that can
quickly and easily be converted to cash and gelyenetiain their value. Land is also an asset in
which you can invest and hold your savings; itiretds value but is less liquid than livestock.
Informal savingsnclude saving cash at home, which keeps your eashaccessible and allows
you to avoid the transaction costs associated satting at formal savings institutions. This form
of informal savings has two significant disadvaetghe temptation to spend the money and the
risk of theft. You need strong discipline to botroia spending these savings yourself and deny
the pleas of other family members. Furthermore, ega@aved at home does not earn any interest,
and thus may lose value over time. Saving in-kigold, livestock or land) is another form of
informal savings.

Semi-Formal savingsencompass deposit collectors and group savings anexhs, including
rotating credit and savings associations (ROSCAKage banks, solidarity groups and self-help
groups. Familiar and simple, the group mechanisno@mges discipline, scrutiny and support
among members.

The advantage of ROSCAs is that each member recaililegmp sum of money at one time, with

no loan or interest payments. However, a correspgnidnitation is that members typically do
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not earn interest on money they have saved. Memifeself-help groups borrow from their
collective savings with the obligation to repay lwiinterest, but they also receive periodic
dividends.

Limitations of group savings include instability tife groups, disagreements among members,
and limited access to funds.

Formal savingsinvolve financial institutions, including banksediit unions, cooperatives, post
offices or microfinance institutions, and offer #mer widely used option for saving cash.
Savings in these financial institutions are gergrsdfe and earn interest. They offer a range of
savings accounts tailored to different financiaéae However, the requirements for opening and
maintaining an account such as minimum deposi&y;, iges, and withdrawal requirements can
be costly. These requirements are challenging ifi ynake small, frequent deposits or
withdrawals. Limited bank hours may make it difficior you to access your money quickly in
the case of emergency. Finally, where banks halexfgeople tend to lack confidence in them

(Rutherford, 2000).

2.4.4 Characteristics of RUSACCOs

According to theCo-operatives all over the world have common chaergstics such as:

Clients tend to come from low income and lower rfeddincome groups.

* Services are almost exclusively financial in matu

* They provide Self generated capital, typicallytheut any dependence on outside funding to
cover operating costs which are generally kept [bhis is because they are always started on
self-help philosophy.

» Members are united through at least one commienest.

23



 Members pursue the goal of improving their ecommoand social situation through joint
actions.

* Members use jointly owned and operated unit wipobvides them with services or goods
regardless of its physical size and activities, uhés purpose is to use joint resources of the
members to obtain goods or services for membeab(a and Batarinyebwa,1995).

2.4.5.0bjectives of a Savings and Credit Cooperative

The objectives of SACCO are to promote the economierest of their members and in
particular to:

(i) Promote thrift among its members by affordihgr an opportunity for accumulating savings
and paying reasonable interest without risk on Sasings.

(i) Create a source of funds from which it canoadf relief to its members in need by making
loans to them for productive and provident purpcstefair and reasonable rates of interest and
with easy terms of repayment,

(iif) Continuously educate members on how savirgs lee made on regular basis and the wise
use their savings; and

v) Provide service to its members such as finarmainseling so that the members can solve
most of their financial problems, and the risk oArmagement service to ensure the safety of
members’ savings and loans.

vi) To fight poverty through improving the memberstonomic and social conditions by
enabling the access financial services.

To fight exploitation of powerless individuals blye powerful individuals or institutions, by
pooling their own resources to meet their needs.

As a result, the formation of a SACCO has the feligg benefits to members:
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Members are encouraged to save since SACCOsati#yraccessible.

Interest rates on saving and lending is bettar #ise where a fact that sounds idealistic.
Members are taught how to handle their financesnesponsible manner this could be true only
when they effectively economically patronize tHeKCCO.

Loans are insured, so if a member dies, the audstg balance is settled. However, it's not the

practice across board .Besides; other MFIs alsoslae loans for their clients (Fred, 2007).

2.5. The Role of Rural Savings and Credit Cooperates

There are different types of financial institutianghe world. A single institution model suitable

to all countries does not exist- no one structurelat be said to be clearly preferable to others.
What is important is that these institutions shobtl able to adapt to local conditions and
financial flow (Padmanabhan, 1987).

As a short-term solution to the lack of savingsthg households, governments of developing
countries are embarking on micro financing schetnesnable the households to venture into
small business activities. However, these measaamnesot only costly but also not sustainable in
the longer run if the societies are not empoweredave by themselves (Orazio and Miguel,
2000).

Savings and credit cooperatives are voluntary firdnorganizations owned and operated by
members. Their purpose is to encourage savingsrdsticg local deposit activities and then

using the pooled funds to make loans for producto@sumer or social purposes to their
members. Rural savings and credit cooperativesatgers farmers’ grassroots organizations,
aimed usually at meeting the seasonal financiatis\@é their members, which other financial

institutions do not satisfy (FAO, 2001).
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Cooperatives create the opportunity for peopleate tresponsibility for their own financial
organization. The democratic process is an intquaglof the cooperative and encourages people
to take control of their own financial affairs. Amgpthe many advantages of savings and credit
cooperatives are; savings are mobilized locally eetdrned to members in the form of loans;
interest rate on both savings and loan are gegebpaliter than rates given by banks and the
reason for this is that savings and credit coopasithave very low overheads compared to
banks; educate their members in financial mattgrehching prudent handling of money; how
to keep track of finances; how to budget and howeep away from hire purchases and loan
sharks; and pay dividends on share to their memtrecs they are established and profitable.
Members therefore take pride in owning their owwirsgs and credit cooperative.

Cooperatives have the feeling of the local areaf$eating the rural ethos and culture. Farmers
feel at ease with loan agents of cooperativeskenmfi the case of commercial banks. Despite the
potential advantages of the system, effective caapes for financial services delivery have
been facing difficulties in many countries. The anrgproblems of cooperatives specifically in
Africa are: absence of experienced managementpupneac base level units, lack of supporting
infrastructure like extension, training, etc., pooember participation due to hasty launching of
cooperatives, insufficient supervision and auditioig cooperatives, and too much political

disturbance (Padmanabhan, 1987).

2.6. The Nature and Need for Finance Intermediaries

Financial services include loans, savings and arseg services and other related service. These
institutions, which provide financial services, aeged as financial institutions. Financial
institutions are either private or governmentalamigations, which carry out the vital function of

facilitating the flows of savings from those busises and households with surplus funds to
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businesses and households with insufficient fundaeet immediate needs or carry out a central
role in the supply of money and credit. Saverspaoriding with financial assets and borrowers
with the type of financing assistances needed tochase goods and services. Financial
institutions sometimes called financial intermemisy which are primarily engaged in bringing
together ultimate providers and ultimate usersirdrfce. Financial institution can be put either
formal or informal according to the licensing, r&gions and supervision of the national
monetary and financial laws (FAO, 2002).

Finance is one of the most crucial inputs for eooigoactivity, growth and development. If
finance through own accumulates resources or edgiibeither available, nor sufficient either
external debt will assumed a major significance pooductive investment will severally
restricted. Financial institutions play an impottaole in this regard by channeling funds from
surplus sector (savers) to deficit sectors (inws¥tdHowever, these institutions do not show
much interest to put their resources in rural aackround areas for the benefit of poor people,
as these are commercial organization and are steglen profitability and sustainability for two
reasons: a)/ incentive for functioning b) for safagling the interest of stakeholders (Rajarm,

2001).

2.6.1. ROSCAs (Rotating savings and credit assodians) in Africa

Rotating savings and credit associations (ROSCrsalso an important source of credit in most
African countries. These are found in both rurall amban areas as either registered welfare
groups or unregistered groups. They mainly prowdedit to those who would likely be
ineligible to borrow from other sources. ROSCAsdaeveloped mostly in response to the lack
of access to credit by SMEs (small and micro emisgjp forcing them to rely on their own

savings and informal credit sources for their ficiag. It has been found that rural firms use
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ROSCAs more than urban ones. They mostly integgatengs into their credit schemes, thus
mobilizing savings from their members.

However, even for members of ROSCAs, not all ticeedit needs can be satisfied within the
associations. This implies that there is some ptapo of borrowing and lending that is not
catered for by either formal institutions or sudsaciations. This is catered for by personal
savings as well as borrowing between entreprenanisother forms of informal transactions.
Rural firms rely more on ROSCAs since they presasier accesSACCOsalso provide both
savings and credit facilities to their members. Hmeount of credit provided depends on the
amount of the individual members’ savings, butdlse of money is not restricted. In a rotating
savings and credit association, a group of paditip puts contributions into a pot that is given to
a single member. This is repeated over time ur@dhemember has had a turn, with order
determined by list, lottery, or auction. Most mitnance contracts build on the use of groups but

mobilize capital from outside the area (Rosemaigrd, 2001)

2.7. Rural Savings Mobilization

Savings is a mechanism by which economic agentsrdakberate choice to allocate a portion
of their current income for the purpose of makingeistment and their increasing their future
earning capacity. Theory suggests that househadd savings depend on the rate of return on
savings, on uncertainty of future incomes, on ralersion of household, on lifetime or
permanent income or wealth, on family charactesstiFAO, 2001).

The mobilization of domestic savings for economgwelopment is the next century’s challenge
for Africa. Indeed, “no country is too poor to sat¢he available potential is effectively used”

(Adera, 1995).
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SACCOs could be a vehicle for this task becausg #re currently the only formal financial
institutions able to provide financial servicesréanote areas of Africa. The role of financial
markets in mobilizing savings and in channelingdsimto productive investments is central to a
successful strategy for economic and human devedap(Musing Uzi, 2000).

The key for successful approaches to promote doergestings for development purposes lies in
a reversal of the financial and monetary policegtrsue in most of the developing countries
(Fischer et al, 1989). He further notes that, esiwesadministrative interventions into domestic
financial markets like low interest rate policiésgh reserve requirements and selective credit
policies have not only hindered domestic savingbihzation but, also impeded an effective
allocation of scarce capital.

There is good reason to suppose that the potesftishvings institutions to stimulate financial
savings has not yet been exhausted. Moreover ihaeindication that, the propensity to save is
significantly lower for rural than for urban housddts (Fischer, 1989: 118). This is again true for
low income countries in particular, where growthdefzelopment aid as the only major source of
external savings helped recipient countries to ewghternal economic determinants of savings
formation. Private savings especially in the forinfinancial assets are generally far less
restricted by low income than has been assumedeydioth by economists and policy makers.
On the contrary there is strong empirical evidetina, the saving behavior of all private house
holds is highly sensitive towards attractive inoesg to save (Fischer, 1989:119).

He further observes that, higher interest ratesstamnulate financial savings substantially. An
important condition to raise savings in rural areaso initiate price policies for agricultural
products which offer incentives for production apportunities to invest. Banks should provide

open and full access to their savings when eveuired; This would reduce the volume of
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savings kept at home/ place of work purposely ifipuidlity reasons to the levels they require for
meeting an expected expenditure. He further obsemmat, link banks should however
reciprocate by not only giving them open and feltess to their savings, but also good return on
them. however, it's important to recognize the iings revealed by Rural speed study, on saving
habits, needs and priorities in Rural financialtimgons (RFIs) to mobilize saving (Pelrine,
2005).

In households and business sector savings repseentifference between income and
consumption. Income includes earnings from all sesirduring a year and is net of all
costs incurred in producing that income. Consunmpisothe total amount of goods and
services consumed by the rural household duringaa nd include expenditure on food,
clothing, housing, travel, health care, social oergies, etc. Savings may be made in
kind such as jewelry, livestock, grain, or someeottommodities or may be in the form
of currency notes deposited in a bank (or mosindiitgarded) (Azhar, 1995).

A common feature of economic growth theories isghamise that capital accumulation
is a prerequisite of economic growth, and thatgaeings of individual and households
are an essential part of the process of capitalragtation. Savings determine, to a large
extent, the rate at which productive capacity ammbime grow. An effective smoothly
functioning financial system will increase the niaition of savings, lower transaction
costs, disperse risks and direct the allocatiomesburces to the most productive uses

(FAO, 2001).
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2.8. Empirical Studies on Determinants of Savings

The services provided by government, such as seew@lrity, the availability and the quality of
financial services can affect saving rate. Theestap sides of mobilization of rural savings. The
supply side- the circumstances under which rurahtéle are most likely to entrust their savings
to financial institutions- and the demand side- #ffort and range of services of financial
intermediaries to institutionalize surplus fundson@idence is the basis of any financial
transaction. Safety, continuity, and secrecy amesof the factors that further confidence. Some
government intervention may help in creating a savfssafety and confidence. When deposits
are covered by insurance, it increases saversidamde (FAO, 2001).

Rural people are rational in their approach torfoial matters and they do take advantage of
attractive interest incomes on deposits. Accessilid the financial institutions is an important
factor in the promotion of savings. When finandiadtitutions/banks are opened near market
centers and operate at convenient hours, rurall@eopinstitutionalize their surpluses. When
they are confident as in its liquidity, they woudefer to earn something on the surplus other
than keeping it idle. Provision of financial seesgclike money transfer from one center to
another can encourage depositors. Similarly, nantral services like payment for purchase of
crops, payment of bills, etc, can increase depd3agment for crops presents an opportunity for
intermediation because the buyer could establisla@ount payable in favor of the farmer.
When there is a linkage between savings and lendimgl households will be prompted to hold
deposits with a view to availing a loan when needéddmanabhan, 1987).Indicated that
methods of savings are categorized as savings sh, cgaving in bond holding, saving in
agricultural products and saving in livestock. #shdual impact on the household economy,

firstly, as a source of extra income and, seconaljyacting as cash which is always available at
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home. Factors that influence the form and extesaofng are divided into four categories. These
are: economical, psychological, socio-cultural, argfitutional factors Azhar (1995).

According to FAO studies (2001), indicated that awerage; rapidly growing countries have
higher savings rates than slower-growing countfié®se rates are influenced by many factors:
the level of income per capita, the rate of incarawth, the age composition of the population
and attitude toward thrift. Similarly, models steslirevealed that income uncertainty has positive
impact on household savings. The result of theystwthducted by Degu Addis (2007) indicated
that socio economic variables such as age, fanab; dependency ratio, resource ownership and

expenditure pattern affects the decision of houskesavings significantly.

2.8.1Challenges face on rural savings and credit coopetiges

First among these was ability to save which in @epends on a house holds disposable income
and expenditure. The second is the propensity dmgmness to save as influenced by socio
cultural and economic factors like the family oblign to educate children. Last but not least, is
the opportunity to save and returns on savings.

This contradicts Rural SPEED (2005) study whichnfiout that, access and security are the
most important priorities for rural savers as peihout earlier. However, Rural Speed report
hastens to add that, increasingly, people consetarns to their savings. In addition, access to
financial institutions and the type of savings wkmend to determine the decision on the form of
savings held, this is in agreement with Rural Spgtedy (2005) which points out that, access
and security are the most important prioritiesrtoal savers.

The most critical challenges and constraints raradlit and saving cooperative societies face to

expand their outreach and sustainability incluaepr g other, weak capacity of SACCOs, low

32



outreach to rural areas, insufficient loan abledfunadequate support structure at all levels. The
main causes for these are outlined below.

A) Weak capacity of management

The institutional capacity of RUSACCOs is weak hesa of: limited training opportunities
available to RUSACCO management bodies and membensplete dependence of RUSACCOs
on elected members for their day-to-day manageemtsome members’ reluctance to actively
participate in the management of their societiesakvmanagement capacity; unsatisfactory or
inadequate representation of women members in neamagt bodies of the cooperatives; lack of
offices and necessary office furniture and equipmand lack of appropriate working systems
(AEMFI, 2006)

B) Limited Loan able Fund

The loan outreach of SACCOs, particularly, RUSACG®dikely to be constraints by the
shortage of loan able fund. Loan able fund may rbeshort supply for the following main
reasons: small size of saving accounts of RUSAC@@sto the incidence of high rural poverty;
poor saving habits of members; small membership sizRUSACCOs, lack of vertical and
horizontal linkages among cooperatives and as @tyd8USACCOs are not in a position to
mobilize surplus funds, particularly in rural SACE€@nd channel to deficit areas; Poor linkages
with banking and other financial Institutions (Imance, pension, etc.); negligible external
revolving fund to RUSACCOs; rural and agricultucaédit (food security revolving fund) are
directed and managed by multi-purpose cooperatives; net surplus generated and retained
within the RUSACCOs due to small-scale operatidnsaddition they are marked by poor
administrative and financial procedures: outstagdaan amounts and numbers are for example

not always well recorded and portfolio at risk mall known. A recent study noted high levels
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of illiteracy especially in RUSACCOs even among lgneders of these organizations. This puts a
challenge to any training program. Also most RUSAISCwere lacking any basic physical

facilities. (IFAD, 2001)

C) Inadequate support and weak regulation and supetision

Savings and credit cooperative systems in Ethidiae a history of instability. Competent
external regulation and supervision can identifypid, and resolve many common problems.
Because the capacity of the federal cooperativen@gand regional cooperative promotion
bureaus to effectively promote, regulate and super8ACCOs is severely constrained for the
following main reasons: lack of trained manpowecaoperatives in general and in saving and
credit cooperatives promotion, supervision and legn high staff turn-over institutional
instability or frequent restructuring of the coogéeres promotion, limited local training
institutions limited mobility of staff due to shage of vehicles and motor cycles and operating

costs; and poor working systems(AEMFI,January 2006)
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Fig.1Conceptual frame work
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CHAPTER- Il

3. MATERIALS AND METHODS

3.1 Description of the study area.

3.1.1 Location

Tigray National Regional State is the northern partEthiopia, bordering Sudan & Eritrea,
Amhara & Afar region in west, north, south & easspectively has a cultivated area of about
800,000 hectare (BOARD, 2004). Tigray is locatedatween the geographical coordinates of
36027' - 39059' east and 12015' - 14057' nortHroen western to eastern and from southern to
the northern parts of the region respectively.

The capital town of the region is known as Mekelleere are six zones of which the sixth one is
Mekelle town administration. Excluding Mekelle theare 34 wereda and 11 wereda level towns.
It is identified that the mapped number of the asbis 608 currently; Tigray has an area of

54572.6 square kilometers.

3.1.2. Population of the Region

Total population of the region is estimated to @dllion as of (July, 2006). The study will be
conducted in the Ganta Afeshum Wereda, Eastern, Zigeay, Ethiopia. And it is located at

about 120k.ms North from Mekelle.
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3.1.3. Ganta Afeshum woreda

Ganta Afeshum is one of the 36 woredas in the Vigtagion of Ethiopia. Part of the Eastern

zone. Ganta Afeshum is bordered on the south pakdwzien, on the west by the Ahferom

Woreda, on the north by Gulomahda, and on the bpsBaesie Tsaedamba woreda. The
administrative center of this woreda is Adigrat.

High points in this woreda include Mount Alequa $82meters) and Mount Undale, peaks in the

Harat Mountains.

3.1.4. Demographics

Based on figures published by the Central Sta#sistigency in 2005, this woreda has an
estimated total population of 178,835, of whom 92, Are men and 86,723 are women; 68,965
or 38.56% of its population are urban dwellers,alihis greater than the Zone average of 19.6%.
With an estimated area of 525.93 square kilome@asita Afeshum has an estimated population
density of 340 people per square kilometer, whicgreater than the Zone average of 141.59.
Total population; The 1994 national census reported a total populafiiw this woreda of
122,827 of whom 58,398 were men and 64,429 wereempi39,561 or 32.21% of its population
were urban dwellers. The largest ethnic group tepom Ganta Afeshum was the Tigrayan
(98.07%), and Tigrinya was spoken as a first laggudy 98.56%. The majority of the
inhabitants practiced Ethiopian Orthodox Christigniwith 97.28% reporting that as their
religion, while 1.66% was Muslim. Concerning ediumat 29.77% of the population were
considered literate, which is greater than the Zorexage of 9.01%; 47.64% of children aged 7-
12 were in primary school; 8.41% of the childrer@dd.3-14 were in junior secondary school;

and 10.59% of the inhabitants aged 15-18 were niossecondary school. Concerning sanitary
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conditions, about 83% of the urban houses and 37%l ®mouses had access to safe drinking

water at the time of the census; about 22% of tib@aruand about 9% of the total had toilet

facilities.

Altitude and temperature are inversely related. altgude increases temperature decreases.
Majority of the wereda lies on the middle altitudad. (2501-3500).

The annual rainfall of the Woreda varies from 350-6nm and the rain fall pattern is erratic and

unpredictable, from the annual rain fall greatant®0% falls between July and August.

3.1.5 Agriculture

A sample enumeration performed by the CSA in 20@drviewed 20,704 farmers in this woreda,
who held an average of 0.37 hectares of land. ©f7t710 hectares of private land surveyed,
83.38% was under cultivation, 2.67% pasture, 5.1&¥%w, 1.95% in woodland, and 6.86% was
devoted to other uses. For the land under culowait this woreda, 64% was planted in cereals,
8.9% in pulses, 0.61% in oilseeds, and 13 heciargegetables. The total area planted in fruit
trees was 646 hectares, while 78 were plantedshayer2.00% of the farmers both raised crops
and livestock, while 25.63% only grew crops and72o3only raised livestock. Land tenure in
this woreda is distributed amongst 94.88% ownirartland, 3.39% renting, and 1.74% holding

their land under other forms of tenure. (CentraliStical Agency in 2005)

3.1.6. RUSACCOs in Ganta Afeshum woreda

In Ganta Afeshum Wereda there are 15 ROUS@s with a total member ship of 1,691,
out of which, 464 are female members and 1,22hske members having amount of capital

Birr,5,098,993.26 as, (Tigray Regional office RURIBordination Annul report Jun, 2009).).
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Table. 1. Total member of RUSACCOs of the wereda &heir total savings.

Total Saving
Name RUSACCOs Total number of members (savers)
No. (Assets)
M F T

1 Sasun 250 120 370 1,555,683.27
2 Shewit 115 54 169 606,648.00
3 Lemlem 227 124 351 807,895.00
4 Tsigereda 67 10 77 88,673.00
5 Embeba 62 15 77 340,386.00
6 Hibret 82 24 106 364,674.24
7 Meseret 14 14 28 10,705.00
8 Millennium 43 24 67 34,213.00

9 Awet 49 8 57 365,171.25
10 AlTsehay 58 5 63 192,251.00
11 Hiwet 71 22 93 183,290.00
12 Hawelty 68 16 84 23,599.50
13 Weini 35 10 45 175,360.00
14 Sgem 41 10 51 173,070.00
15 Allmat 45 8 53 177,374.00

Total 1227 464 1691 5,098,993.26

Source Tigray Region saving & credit coordinator offi(2009)
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Fig.2. Location of Ganta Afeshum in Tigray, Ethiopia

Tigray Regional State

x Abdboe

Harar

Oromiyq Somall -’/
SMNPR ¥ ;

Ganta Afeshum woreda

Source Bureau of Finance & Economic Development of TygRegion
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3.2.Sampling technique

3.2.1.Selection of RUSACCOs and individual respondents

A multistage random sampling procedure was addateelect the samples of respondents.

In the first stage, Ganta Afeshum wereda was ssleptirposively because it is th& Wwereda
supported by World Bank revolving fund to the RUSZQs, because of having more financial
service transaction in saving and credit activiges it has an experience in providing loan for
the society. There are 15 RUSACCOS in the rurabpzrthe wereda.

In the second stage, to select the target resptsmdi®m the 15 RUSACCOs, by using simple
random sampling method, 4 RUSACCOs was selected.

In the third stage, using probability proportiontdesize of the population (SPPS)from total 620
members, a total sample of 124 members were sdlatt@andom as respondent for the study.

In addition, 6 promotion officials and Cooperatimeperts and 6 from Stakeholders, Board and

Committee member’s thus total 12 were considereébfus group discussion.

Table. 2.Total member of the Woreda & their sample respondets.

RUSACCO/| Total n members (savers) Sample Copps Respondents (size)124
No.
M F T M F T 20%
1 Sasun 250 120 370 * 50 24 74 59.67
4 Tsigereda 67 10 77 * 18 2 1% 12.10
6 Hibret 82 24 106 * 16 5 21 17.00
8 Millenium 43 24 67 * 9 5 14| 11.23
Total 1227 464 1691 4 88 36 124 100%
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3.3.Data source and methods of data collection

3.3.1Secondary data

The studies used secondary data sources from caungtifitistical statements and reports which
complement the primary data with additional infotima. Secondary data were gathered from
annual reports, semiannual & quarterly reportshef wereda & regional Cooperative agency,
SACCO related web sites, published and unpublisteediments, and Research documents from

relevant organizations.

33.2 Primary data

The researcher was collected primary data fromnieenbers of the RUSACCOs members by
using interview schedule. During the collectionpoifnary data, the sources of information were
personal interview of the respondents. Since it matsbe possible to contact all interviewees by
the researcher alone, three enumerators who hav&nibwledge of the local culture, custom,
belief & language of the local people were hireley were given appropriate training about the
objectives of the study, the content of the intwischedule and how to deal with the
respondents when they conduct interviews. Prengpsti the interview schedule were carried out
& depending on the result; some adjustments wergenta the final version of the interview

schedule. The researcher would also guided & wovkigll the numerators through out the data
collection process. The interview schedules wexeld@ed in English then later it was translated

in to local language Tigrygna.
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3.4 Techniques of data Analysis

Based on the objectives of the study, appropriatdstand techniques of analysis such as

descriptive statistics were employed.

3.4.1 Descriptive Analysis

The first objective deals with the past performaatéhe RUSACCOs. Therefore, this could be
analyzed with the help of descriptive statisticedeency; such as; mean, minimum, maximum

percentage, standard deviation ware used.

3.5 Operational Definitions of variables

It is necessary to identify the potential explamateariables that would influence household
decision to join savings and credit cooperativeaee money. Review of literature, past research
findings, experts and author’s knowledge of ru@lgehold’s savings behavior of the study areas
were used to identify potential determinants of deholds’ decision to join rural savings and
credit cooperatives to save money. The followingaldes are selected to analyze whether they
explain households’ decision to join RUSACCO toesav not.

A. Dependant

1. Effectiveness of RUSACCO, (Yi). The dependentalde of this study is Effectiveness of
RUSACCO in improving member’'s saving behavior andasured by the amount of total
savings saved annually in RUSACCO.

B. Independent —.

1. Annual Savings ;( X1)

2. Credit beneficiaries(X2).

3. Savings Interest ;( X3)
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4. Safety/security(X4) -
5. Convenience: (X5)
6. Liquidity(X6)
7. Positive returns(X7)
8. Amount of loan borrowed ;( X8)
9. Access to training (X9).
10. Distance to RUSACCO office; (X10)
11. Accountability ;( X11)
12. Transparency (X12).
13. Education level ;( X13)
14. Employment (X14).
15. Seniority(X15)
16. Annual income(X16)

17. Family size(X17)

1. Annual Savings ;( X1).

Savings defined as portion of disposable incomespent on consumption of consumer goods
but accumulated or invested directly in capitalipoent and it ismeasuring by the amount of
money saved per year.

2. Credit beneficiaries(X2).

Since one of the major objectives of RUSACCOs isfter loan products to the members, those
who have credit use experiences are expected pwbeer in the RUSACCO movement may be

directly related to both decision to join RUSACCOsave cash and the magnitude of savings.
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3. Savings Interest ;( X3)

It is a continuous variable in rate of interedteTexpectation is that the members preferred to
save his/her cash where savings interest rate &AGLOs is fair. Therefore, it is hypothesized
that this variable has a positive relationship vgilvings level of member of RUSACCOs.

4. Safety/security(X4) -

Safety/securityis the most frequent question asked by savers, mestsaeek safety/security
for their savings; they need to know how their sgsiwill be handled and secured from any risk.
Therefore, the SACCO Society need to develop seyatem of handling member’s savings; that
can minimize any risk and ensure security, which build members confidence to save in the
institution.

5. Convenience: (X5)
Convenience is a key factor in savings mobilizati@onvenience is mostly related with cost of
transaction (transport, service charges, other resgs), Risk associated (transport Risk), time
and distance of making deposits or withdrawal ia ®ACCO (financial institution). If the
transaction cost of making deposits or withdrawahigh, time need and distance is long for the
savers, then savers will be less likely to maintdieir savings in that SACCO (financial
institution). Therefore, the SACCO (financial imstion) should open field office or low cost
branches with restricted service hours to serveatrdct more savers and borrowers from the
community. Time consuming procedures will incretmecost of savings for savers; the SACCO
(financial institution) must formalize clear, stamdized and streamlined procedures for
administration of savings accounts to limit thedimecessary for savers to open account, make

deposits and take out withdrawals.
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6. Liquidity(X6)
A SACCO Society’s (any financial institution) albylito capture savings depends on the
confidence of members and the local community (@ members) for the access of their
savings at any time. If the SACCO (financial ingittn) does not have funds to pay out savings
withdrawals at time of need, the savers will autbcadly start to withdraw their savings and quit
their membership totally.
Therefore, the SACCO Society should maintain a mim of 20% of savings portfolio in cash
liquidity reserves to ensure response for withdtaleanands.

7. Positive returns(X7)
Members will have an incentive to save if the iaestrrate for savings is better than the
Commercial banks and other financial institutio@ffering attractive interest rate for Savings is
a fast and efficient way to stimulate savings gtovsecause Savers expect real positive return on
their savings from saving interest, and dividenavaBl as easy accessible loan opportunity.

8. Amount of loan borrowed ;( X8)

It is a continuous variable that the members of ROSO borrow loan from their societies.
Amount of loan is positively or negatively assoedivith savings level of members. Increasing
savings will develop confidence and On the otherdhd members of RUSACCOS have limited
capital to save regularly and have the commitménd oepay the loan, they can’t increase their
savings, then it would be associated negativell tieé savings magnitude of members.

9. Access to training (X9).

It is a discrete variable, usually the trainingegrams focus on organization, management,
objectives, operation system, savings mobilizatiete, of RUSACCOs. Therefore, access to

training would have positive impact on the decisibfarmers to join cooperative to save.
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10. Distance to RUSACCO office; (X10)

It is a continuous variable and distance is measuréerms of Kilo meters. The long distance to
RUSACCOs might discourage members’ participatiothencooperative and it becomes difficult
to follow up and control the operational systentha cooperatives. Therefore, it is hypothesized
that distance to RUSACCOs’ office is negativelyatetl to the household’s decision to join the
RUSACCO to save cash.

11. Accountability ;( X11)
Cooperative governance should be accountable ghtheicapacity to call officials and members
of cooperatives to account for their actions. Hffec accountability has two elements.
Answerability and consequences without which actahility is only a time consuming
formality and both externals and internal accouititglis needed.

12. Transparency (X12).
The function and activities of SACCOs should basparent to all the members. Availability of
reliable and timely economic and financial inforroatis a must for the public. This encourages
members to save.

13. Education level ;( X13)

It refers to the number of years of formal schapliBducated farmers are expected to have more
exposure to the external environment and accuntukatewledge through formal learning which
might enable them to pursue livelihood strategy teads to better income through making use
of available opportunities, which lead to increaBedsehold consumption level. Therefore, it is
hypothesized that education level of the househedldl is positively or negatively related to both

the decision to join the RUSACCO to save cash.
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14. Type of employment (X14).
This refers the type of employment in differenttses with the help of RUSACCOs, this make
members motivate to save.

15. Seniority(X15)
Seniority at the RUSACCO enables members to havee raccess to credit as a result, the in
come of the member will be improved. Hence, thisnsmportant variable, which have a bearing
on the in come of the respondent.
16. Annual income (X16);
It represents the members’ annual income genetdated any activities. It is a Continuous
variable. The higher amount of annual income migfiect households’ strategy of improving its
productivity to secure the members’ basic needs gratlually to change the household
members’ life style and positively related to thedl of savings.

17.Family size(X17);

It indicates the total number of members in theillani\s the members’ family size increases,
the number of mouths to be fed obviously increas®g;h share available income to consume. if
the majority of the RUSACCOS members are productive level of income at household level
will be increased. Hence, it is hypothesized thed household’s family size is directly or

inversely related to the members’ level of savings.
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CHAPTER- IV

4.1.RESULTS AND DISCUSSIONS

This part presents the findings of descriptiveistias in line with effectiveness of RUSACCOs
on improvement members’ savings behavior in ruewlrgs and credit cooperatives. Descriptive
statistical techniques were employed to analyzectiilected Primary data. The results of the
analysis are presented in two categories. Firsigrgeive statistical methods were employed to
assess the demographic and socio-economic chasticieof the respondents to discover the
most important variables which enabled to idenfdigtors that influence the role of RUSACCOs

on improvement of member’s savings of savings ahivers of RUSACCOS.

4.1.1. Existing performance of RUSACCOs

In this section the secondary data and the resei@scbbservation on rural saving and credit
cooperatives’ existing performance on the amountdeposits, progress of membership, the

amount of loan dispersed were assessed.

4.1.2. Growth of Members and RUSACCOS (2002-2009)

The savings behavior of the rural people can beangd through increasing the memberships of
SACCOS and strengthen the saving habit of the Besie
RUSACCOS established in the study area from the2ZW9 and the numbers of total

members’ werel6; 50; 130,345, 883,1089,1294,169hdnyear 2002, 2003; 2004; 2005; 2006,
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2007, 2008 and 2009 respectively. The member's troef the rural savings and credit

cooperative societies in the study area were refg@s follow.

Table. 3. Growth of Members and RUSACCOS (2002-2009

NG of No of members % growth
vear RUSACCO Male | Female | Total RUSACCOs members
2002 1 10 6 16 - -
2003 1 30 20 50 200% 233%
2004 1 70 60 130 133% 200%
2005 3 224 121 345 220% 102%
2006 5 680 203 883 204% 68%
2007 9 864 225 1089 27% 11%
2008 12 1002 292 1294 16% 30%
2009 15 1227 464 1691 22% 59%
103% 88%
Source Computed from the field survey of woreda anneglbrts (2009).
Fig.3. Growth of Members and RUSACCOS (2002-2009)
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4.1.3. Growth of Savings and Share of RUSACCOs (2B{2009)

Saving mobilization is crucial factor of any growahd the growth of total assets is dependent on
the growth of savings. The savings behavior of theal people can be improved through
increasing the memberships of SACCOS and strengtieefinancial structure of the societies.

Table. 4. Growth of Savings and Share of RUSACCO2002-2009)

v No of Total Asset in Birr % growth

* | rusacco Share Savings Total Share | Savingb
2002 1 139,048.00 | 19,345.00 | 158,393.00 - -
2003 1 240,130.00 | 19,875.00 | 260,005.00 73% 3%
2004 1 390,874.00 | 36,210.00 | 427,084.00 63% 82%
2005 3 960,250.00 | 50,420.00 | 1,010,670.00 | 146% 39%
2006 5 1,526,140.00 | 113,495.00 | 1,639,635.00 59% 125%
2007 9 2,576,454.00 | 286,920.00 | 2,863,374.00 69% 153%
2008 12 3,270,450.00 | 360,490.00 | 3,630,940.00 27% 26%
2009 15 4,907,364.00 | 426,499.00 | 5,333,863.00 50% 18%
Total 14,010,710 1,313,254 15,323,964 69% 64%

Source Computed from the field survey annual repor0@.

Fig.4. Growth of Savings and Share of RUSACCOs (2Qe2009)
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4.1.4. Total Amount of Loan Disbursed, repaid, borowers and defaulted

(2002-20009)
The performance of RUSACCOs in the study areaseodihg outreach from the past up to
(2009) years in terms of number of loan borrowgrewths and amount of loan disbursed.

Table.5.Total Amount of Loan Disbursed, repaid, borowers and defaulted(2002-2009)

% growth
Amount
Amount of
Year of loan Loan loan Loan
loan disbursed
loan Defaulted Borrowers disbursed Borrowers
repaid
2002 - -
2003 60,250.00 54,230.00 26 0% 0%
2004 89,889.00 80,460.00 - 34 49% 31%
2005 210,182.00 198,240.00 - 40 134% 18%
2006 378,288.00 354,270.00 - 48 80% 20%
2007 489,850.00 460,245.00 - 52 29% 8%
2008 582,130.00 549,260.00 - 68 19% 31%
2009 749,510.00 740,680.00 - 71 29% 4%
Total 2,560,099.00 2,437,385 0 339.00 49% 16%

Source field survey of woreda annual reports (2009).
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Fig.5. Total Amount of Loan Disbursed, repaid, borowers and defaulted (2002-2009)
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Source Computed from the field survey of Woreda anmegbrts (2009).

4.1.5. RUSACCOSs' Balance Sheet

Even though the report does not show the progreseedRUSACCO starting from the inception

period up to the current performance but one catergtand 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 functembridge between farmers and food security

bureau.

Table.6. RUSACCOs Balance Sheet

Nameof Revolving
Si.No RUSACCOs Asset Liability Capital fund
1 Sasun 1,555,683.2f $ 1,399,283.3 154,729.93 $ 1,670.00
2 Tsgereda 109,704.80 $ 79,907.80 28,558.80 $ 1,239.00
3 Hibret 364,673.00 $ 354,499/086 10,174.00 $ -
4 Millinium 34,213.75 $ 25,225.006 8,988.7% $ -

Source Computed from the field survey of woreda anmegbrts (2009).
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4.2.Result on group discussion.

4.2.1 Discussion on RUSACCOs’ services provided to membgr

The discussion group discussed about service ppdviy RUSACCOs and it play an important

role on providing services to their members. Corspyl savings is a saving that a member is
forced to save on regular basis; it is a memberslayings i.e. must be saved on weekly,
monthly, seasonally basis depending on the incofrteeomember. It is collected to on lend to

members. If members did not save on time theygeitipenalized based on the savings policy of
the society.

Voluntary savings is very important to farmers sirthey don't have regular income they can
save as voluntary saving at any time.. Voluntanyirggs are deposited and withdrawn as the
member interest.

Loan is having some one's money for productive psgpo solve Social problem and that will
pay back at agreed period with additional agre¢er@st. It can be expensive because borrower
will have to pay the loan it self with additionatérest more than or equal to what they produce.
Therefore, loan must be examined and treated dbreiod honestly in the SACCO society. The
SACCO society should assign members as a loan cibeemAll the sample savings and credit

cooperatives ask savings of the members for guaeantollateral for the loan.

4.2.2. Discussion on Loan Policy of RUSACCOs

With respect to the criteria of that qualify a menbor a loan; the discussions committees have
applied based on the society’s loan policy apprdwethe general assembly after fulfill the loan
criteria.

1) Saving regularly, 2) Being a member for requingeriod, 3) Fulfilling his duties and

responsibilities: - having minimum share and corspny savings, active in promoting new

54



members, 4) Personal integrity of the business doighand family, 5) Honest and trustworthy,
honorability to agreements with the SACCO Socigtpbility of the business to repay the loan,
the profitability and viability of the business fahich the borrower applied.

All loan applications must have one or more forrhguarantee attached to them, in order to be
approved. The first and best form of guaranteeaisngs, either for the client individually or
from a guarantor, however, savings will never bfigant to cover the full value of the loan.
The savings, is as guarantee, must be locked amaglg unavailable to a member) during the
full term of the loan. Other forms of collateralncthen be used to guarantee the remaining

portion of the loan.

4.2.3. Discussion on duties and responsibilities tife Sample RUSACCOs.

Types of service provided, organizational statiegn policy, problems and recommendation of
the sample RUSACCOS were discussed.

The SACCO Society needs a key position to be heldeatween the members and hired
management, which represents the members as udevvarer of the SACCO Services. The
Boards of directories have the power and dutiemanaging and controlling the affairs of the
SACCOS in transparent way. The primary respons#sli of the directors are to hire the
manager, other employees, establish operatingamient and direct the SACCOS to wards its
overall objectives.

All the sample savings and credit cooperative smsean the study were managed by Board of
directories elected by the General Assembly (GA)thd societies. As the same time, the
researcher discussed with the focused groups of AC®S on the duties, powers and

responsibilities of the leaders.
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The group discussion committee replied that, esayple societies have control committee,
savings committee, loan committee and educatidarnmation and training committee. Based on
the organizational structure each society has Bpeaales and responsibilities in the over all

operation of the SACCO Society.

4.2.4.Discussion on Problems of RUSACCOs

RUSACCOs in the woreda have been relatively sufiedse to members’ awareness of the
principles and objectives of savings and creditpevatives and strong commitment of the
discussion groupas been confronted with the following problems:

Lack of the necessary operating office facilities;

Limited knowledge of financial management, and Umaio do the recording, posting and
summarizing of accounts as per the standards,

Lack of capital or budget for work,

In adequate promotional activities by the orgamjzbody; and Absence of information and
technical assistance on local investment opporasmit

Problems associated with this also included theadyxtive use of loans and

Farmers do not always spend loans for income géngractivities.

They were often used for emergencies and home weprent purposes.

4.2.5 Discussion on role of cooperative desk (@) and RUSACCOs

The cooperative management concept relates to wlaétyg of the relationship between the
government and the citizens that is cooperativéesysand its members for whom it exists to

serve, and protect. RUSACCOs have no capacity lteeldoan to their members by themselves
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In order to strengthen the material and non mdtbase of RUSACCOs. As the government set
up of cooperative promotion bodies, the districo@erative Promotion Desks are responsible to
organize,prepare to registration, promote, and provide @mgliand inspection services and

properly regulated and supervised primary and s#rgncooperatives at district level. The desk
has mobilized and aware people who are living emgame area and they have similar economic
problems. The desk has organized volunteers abB\RUSACCOs and the desk have believed

that cooperatives are improving saving and plaiad xole in poverty alleviation.

4.2.6.Suggestions of the discussion group to improve sag activities

Most of the currently assigned cooperative orgasiZpersonnel/ is new to the sector, so that
measures must be undertaken to improve their qualdns. The training has to be accompanied
by career development schemes so as to increasentbgvation. The staff should undergo
practical on the job training in cooperatives sdabe acquainted with the day-to-day problems
of cooperatives;

Provision of technical support in the areas of k@®&lping, (recording, posting, summarizing and
reporting transactions); Provision of technicalistasice on identification of small scale local
investment opportunities;. It is therefore recomdesh that the SACCO consider hiring a
manager in the future. Create awareness to mertdsave more because financial cooperatives
had high impact on economic development. Cerateeaveas to members and non members to

be a member of RUSACCOs and to save more.
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4.2.7. Starting and current status of sample RUSACGs
From the total sample RUSACCOS 1, which is Saswerevestablished during 2002. Beginning

from RUSACCOS establishment in the study area, rEsigeestablished, 2006, Hibret, 2007 and
Millennium, 2007, established. Sasun Rural saving eredit cooperative have revolving fund
amount Birr, 970,800.00 received from World bankstn amount distributes for purchasing
specially animals to members and non members widrast rate of 9.0 percent and the interest
rate is for service to official. This cooperatilas access credit from other cooperatives. And
Adigrat Catholic Church offices play an importaoter in the growth and rapid expansion of
RUSACCOs in the study area. It provides fund abbwdlinion Birr to help people establish
permanent socio-economic structure and to encowg@lfereliance and to reduce poverty for all
rural saving and credit cooperatives in the woredas

The numbers of total sample cooperative memberes2 d6; 36; 30; and 37 in the year and now
37, 77, 106, 67, respectively growth. The membgrewth of the sample savings and credit
cooperative societies in the study area were distlby the groups.

Table. 7. Starting and current status of sample RUSCCOs

Current status
RUSACCO Name of Members at Total asset

Si.No of members
establishment RUSACCOs the starting

1 2002 Sasun 16 370 1,555,683(27
2 2006 Tsgereda 36 77 88673.0D

3 2007 Hibret 30 106 364678.24

4 2007 Millennium 37 67 34213.75

Source Primary data collected through field survey (2009
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4.3 Demographic, Socio-Economic and Characteristicoof members of
RUSACCOs

In this section, results obtained by using sta@tiools such as mean, percentage, standard
deviation and frequency distributions are preseatad discussed to asses the role RUSACCOs
on improvement of members saving behavior savirggwor of members in rural savings and

credit cooperatives societies in the study areas.

4.3.1. Sex of the household head respondents

It is observed that the majority of the respond€risO0 percent) are male and remaining (29.00
percent) are women headed households respectively.

Table.8. Sex of the household head (N=124)

Si,No Descriptions Number Percentage
1 Male 88 71.0
2 Female 36 29.0
Total 124 100.0

Source Primary data collected through field survey (2009

4.3.2. Age of the Respondents

The average age of sample respondents was abdi® ¥&ars with the minimum and maximum
ages of 22 and 60 years, respectively. And (39r6ep)was the middle aged from 31-45 ages

are greater opportunities to join the RUSACCO, §83percent) are up to 30 age and only
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(26.60percent)were respondents in the old age agtegvhich are not active in savings

generation activities.

Table. 9. Age of the house holds Respondents (N=)24

Si,No Age group in year Number Percentage
1 up to 30 age 42 33.60 Mean=39.19
2 31-45 49 39.60 Minimum=22
3 46-60 33 26.60 Maximum=60
Total 124 100.0

Source Primary data collected through field survey (2009

4.3.3. Marital Status of the respondents

Table indicates that 4.8 percent and 7.3 percentespondents are divorced and widows

respectively, who are really suffering a lot due tteir low economic status. For such

respondents, membership in RUSACCO has proved ta tening point in responding their

economic status. Only 75% percent are married ahge&cent of respondents are unmarried.

Table. 10. Marital Status of respondents (N=124)

Si,No Marital status Number Percentage
1 single 16 12.9
2 married 93 75.0
3 divorced 6 4.8
4 widowed 9 7.3
Total 124 100.0

Source Primary data collected through field survey (2009
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4.3.4. Educational status of sample respondents

Sample members’ education status helps them torstatiel how to save money and profitably
handle cash in financial institutions, which ararfd in nearby areas. The survey results indicates
that 27 (21.8 percent) of the sample members vigerate while 54(43.5 percent) were 1-up to
6" grade, # grade-10th grade 25(20.2 percent) and 18(14.%peré 1" grade and above.

Table.11. Distribution of sample respondents by theeducational status (N=124)

Si,No Educational level Number Percentage
1 llliterate 27 21.8
2 1-up to 6th grade 54 43.5
3 7 to 10th grade 25 20.2
4 11th grade and above 18 145
Total 124 100.0

Source: Computed from the field survey data (2009)

4.3.5. Distribution of family Size of the Respondds

It is observed from table 4.12 that nearly (23.d)cpnt of the respondents had the family size
that ranges from 1 to 3. While majority (39.6) espondents had 4 to 6 family size, (33.8)
percent of the respondents had the family sizerdrage from 7 to 9. Only (3.2 percent) of the

respondents 10 and above family sizes.
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Table.12. Distribution of family Size of the Respodents (N=124)

Si,No Family Size Number Percentage
1 1-3 29 234
2 4-6 49 39.6
3 7-9 42 33.8
4 10 and above 4 3.2
Total 124 100.0

Source Primary data collected through field survey

4.3.6. Amount of Loan borrowed and loan interest rée

The major formal sources of credit in the studyaarare RUSACCOS, Results of the survey
revealed that about 71 members of RUSACCOS (57t6ept were loan beneficiaries from

RUSACCOs and the interest rate charged by RUSAC@Oke loan 9.0 percent and 112.0
percent the loan distributed minimum Birr 1000.@f@aximum 10000.00 and total 105000.00
amount of loan was dispersed.

Table. 13. Loan beneficiaries, loan interest ratand RUSACCO membership (N =123

Lender Interest | Amount
Si,No Number | Percent| minimum | maximum
RUSACCOs rate of loan
1 borrowers 71 57.0 1000 10000 9%-12% 105,000
2 Not borrowed 53 43.0 - - - -
Total 214 100.0 - - - 105,000

Source:field survey dat2009)
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4.3.7. Security for Savings respondent’s response

Security means protection of against theft or otbsses caused by fire or other natural causes.
Security means income protection in order to detl wnexpected expenses with out disrupting
the family budget..

Majority (67.7 percent) of the respondents saidt tteere is security in RUSACCOs and
members have confidence on their savings and (82<ent) of the respondents said that there is
no secured. So to be members increase savingdrabitonfidence deposits should safeguard.

Table. 14. Security for Savings respondent’s respse (N=124)

Si,No Security Number Percentage
1 Yes 84 67.7

2 No 40 32.3

Total 124 100.0

Source:field survey dat€2009)

4.3.8.Employment status of respondents

They provide them with gainful employment opportymot only to self, but also to others and
yield a stream of income. Growth of business opgms vista of opportunities for the under
privileged to raise them from under employed stabusill employment status.

There is a small amount of change observed witheetso employment opportunity. About 15.3
percent are employed in government offices onlp@&ons which 16.1 percent private workers,
Self employment also (58.1) percent and 10.5 pénsenon business It is observed that this

category of business is either run by responddr@sselves on a part time basis to adjust with
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their other roles in the household or in the elgrmel, which have a very few customers and a
low level of turnover and can not afford to havether employee.

There fore, promotion of rural saving and creditoperatives addresses the problem of
unemployment among the poor and brings to the recahomy to improve members saving
habit

Table.15. Employment Status of the respondents (N24)

Si,No Name of sectors Number Percentage
1 Government 19 15.3
2 Private 20 16.1
3 Self employment 72 58.1
4 Non business 13 10.5
Total 124 100.0

Source Primary data collected through field survey (2009
4.3.9. Access to Training

RUSACCO training facilitates to run the units effeely. Training programs are offered by
Nongovernmental or other specialized agencies. Maginings conducted by SACCO include
awareness creation about cooperative philosoplopeprutilization of credit, improving saving
habit and business diversification.

From the tablel5. it is found that from the total 124 respondents.iB83percent)of the
respondents have received training in saving aeditcarea, where as (66.94 percent) of the

respondents’ not received training. Cooperativesukh provide education, training and
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information to their members, elected leaders, egg#s and to the potential members as well to

improve savings.

Table.16. Sample members’ response about trainingNE124)

Si,No Description Number Percentage
1 Trained 41 33.1
2 Not trained 83 66.9
Total 124 100.0

Source: Computed from the field survey data (2009).

4.3.10. Accountability

Accountability is the capacity to call officialsd members of cooperative to account for their
actions. Effective accountability has two elements answerability and consequences without
accountability is only a time consuming formalityn addition, both internal and external

accountability is needed. The table indicates 125(®ercent) respondents said that RUSACCO

leaders and members they were accountable forabgmms.

Table. 17. Response on accountability (N=124)

Si,No Accountability Number Percentage
1 Yes 115 92.7
2 No 9 7.3

Total 124 100.0

Source:Computed from the field survey data (2009).




4.3.11. Transparency

. Reliable and timely economic and financial infatman is a must for the public. It is essential
not only that information be provided but also tigatransparent, relevant and understandable.
Both the public and members and other externalcaitits should know the economic and
financial information. Field respondents 108(87{dd€rcent) said that rural saving and credit
cooperatives activities were transparent and redgus 16(12.9 percent) said were no
transparent leaders and activities. There forealrsaving and credit cooperatives activities

should transparent to members and non membersptou® savings.

Table.18. Response on transparency (N=124)

Transparency
Si,No Number Percentage
1 Yes 108 87.10
2 No 16 12.9
Total 124 100.0

Source:Computed from the field survey data (2009).

4.3.12. Convenience
Convenience is a key factor in savings mobilizatiBonvenience is mostly related with cost of
transaction (transport, service charges, and @kgenses) and risk associated. If the transaction
cost of making deposits or withdrawal is high, timeed and distance is long for the savers, then

savers will be less likely to maintain their sawsng that RUSACCO. The table indicates that
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respondents 88(71.0 percent) said that there wageogence in terms of distance, dividend, risk,
time consuming and respondents 36(29.0 percent).
Therefore, RUSACCO should open convenient fieldcefor low cost branches with restricted

service hours to serve and attract more saverdamdwers from the community.

Table. 19. Respondent’s response on Convenience (I24)

Si,No Convenience Number Percentage
1 Yes 88 71.0
2 No 36 29.0

Total 124 100

Source:Computed from the field survey data (2009).

4.3.13. Liquidity

Any financial institution’s ability to capture sangs depends on the confidence of members and
potential members for the access of their savingang time. If the RUSACCOs do not have
funds to pay out savings withdrawals at time ofd)ethe savers will automatically start to
withdraw their savings and quit their membershigltp.

The table indicates that 110(88.7 percent) redpots can withdraw savings at any time and
14(11.3 percent) respondents were said that dekddage of cash, can not withdraw savings at
any time. Therefore, to improve members’ savingith&)®RUSACCO Society should maintain a
minimum of 20% of savings portfolio in cash liguidireserves to ensure response for

withdrawal demands.
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Table 20 Respondent’s response on liquidity (N=124)

Si,No Liquidity Number Percentage
1 Yes 110 88.7
2 No 14 11.3
Total 124 100.0

Source: Computed from the field survey data (2009).

4.3.14. Positive return

Members will have an incentive to save if the iaestrrate for savings is better than in other
financial institutions. Offering attractive intetemte for Savings is a fast and efficient way to
stimulate savings growth, because Savers expdgbesdive return on their savings from saving
interest, and dividend as well as easy accesstde lbpportunity. Respondents 110 (88.7
percent) said that RUSACCOs provides dividends éonivers and respondents 14(11.3 percent)

were not get positive return. There fore attraciiverest rate and dividend to members were

used members to save more.

Table. 21. Respondent’s response on positive retu(il=124)

Si,No Positive return Number Percentage
1 Yes 110 88.7
2 No 14 11.3
Total 124 100.0

Source: Computed from the field survey data (2009).
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4.3.15. Credit beneficiaries

Since one of the major objectives of RUSACCQO® igrovide credit to the members, those who
have credit use experiences are expected to begyiam the RUSACCO movement and directly
related to join RUSACCOs to increase savings. Hindetindicates that respondents 111 (89.5
percent) were credit users and 13(10.5 percen® wetr credit beneficiaries.

Table.22. Respondents response on credit benefidies (N=124)

Si,No credit beneficiaries Number Percentage
1 Yes 111 89.5
2 No 13 10.5

Total 124 100.0

Source: Computed from the field survey data (2009).
4.3.16. Saving’s interest

The saving of interest rate charged by the savim@edit cooperatives societies in the study
area were 105 respondents (84.7 percent and) amespOndents were (15.3 percent) said that
3.0 percent and 4.0 percent. The interest ratésrttividuals received from their deposits were
lower than commercial bank and DECSI. The tablecatés majority 92(74.2 percent) of the
respondents said saving interest rate of RUSACC® ned fear. There fore, to motivate for

members and non members on improvement of savenptérest rate of saving should increase.
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Table. 23. Response on saving interest rate of RUSEOs (N=124)

Interest rate of
Si,No Number Percentage
saving
1 Fear 32 25.8
2 Not fear 92 74.2
Total 124 100.0

Source:From the field survey data (2009).

4.3.17. Annual saving’s

Savings mobilization is becoming a crucial factbrm@ny micro finance institutions. Savings is

important for an institution that offers financiaérvices. It provides a source of funds and

income. The members of RUSACCOS can receive a maniezest rate on savings and dividend

from profit of the SACCOS. The study presents tlamannual savings of the respondents were

save Birr 519.03, minimum Birr, 100.00 maximum Bi#;400.00 and the amount of annual

saving is Birr 64,630.00. Respondents 91(73.4 mey@greed that the amount of annual saving

wasn’t enough. This indicates poor saving habitneimbers and members should increase the

amount of savings. Also reasons for saving the datavs to purchase animal and increase

income (54.0 Percent) and to avoid unwanted exp@&@ percent).

Table.24. Amount of annual saving respondent’s digbution (N=124)

Si,No Annual saving Number Percentage Mean=  519.03
1 Enough 33 26.6 Minimum=100.00
2 Not enough 91 73.4 Maximum= 2,400.(

Total 124 100.0 Sum= 64,360.0(

Source:From the field survey data (2009).
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Fig.6 Annual saving
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4.3.18. Annual income

Annual income is the other crucial factor in deteing the well being of improving the

members saving behavior and better in loan repayperiormance of the respondents. The
minimum and maximum amount is 3,120.00 and 16,ZDBifr respectively. The average annual
income of the respondents was 7,649.48 Birr. Tabldelow showed that (46.8 percent) of the
respondents obtain an annual income Sales crop,Rércent) from horticulture trading,(11.3
percent)of the annual income from livestock proauctind (32.3 percent)were from Off-farm
income. Sales crops and off-farm activities are drtgnt income sources for the sample

respondents.
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Table.25. Respondent’s annual income (N=124)

Si,No Sources of income Number Percentage Mean= = 7649.48
1 Sales crop 58 46.8 Minimum=3120.00
2 Horticulture trading 12 9.7 Maximum= 16,200.00
3 Livestock production 14 11.3 Sum= 948,886,
4 Off-farm income 40 32.3 Std.Deviation=2,720,00
Total 124 100.0

Source:From the field survey data (2009).

Fig.7 Major sources of annual income
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4.3.19. Distance to RUSACCO office

The distance (in km) that the beneficiaries haviawel to get financial services from home, the
survey results indicated that the average distariceegeled by the respondents to reach
RUSACCOs offices were about 1.0 km minimum and mmaxn 8.0 km respectively. Distance

influences the improvement of savings behavior e@hbers of RUSACCOs. There fore, the
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nearness of financial institutions to the benefiemwould save resources, time and labor which
otherwise would have been spent to access difféirearicial products and service

Table. 26. Distribution of Distance in Km (N=124)

Si,No Distance to office| Number Percentage Mean=  2.98
1 Fear 85 68.5 Minimum=1.00
2 Not 39 315 Maximum= 8.00
Total 124 100.0

Source:From the field survey data (2009

4.3.20. Seniority

Seniority at RUSACCO enables members to have miwditcas the result the income of the
member will be improve. From the field data majpof respondents (88.7 percent) were believe
seniority helps members to get more credit antease income of the respondents.

Table. 27. Response on seniority (N=124)

Si,No seniority Number Percentage
1 Yes 110 88.7
2 No 14 11.3

Total 124 100.0

Source:Computed from the field survey data (2009).
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44. The problems that have been faced in RUSACCOs dhe improvement of

members saving behavior

Table.26. Response on problems of RUSACCOs

Disagree
Agree
Problems Total
Number | Percent Number Percepnt
1. Lack of Skilled Man Power
110 88.7 14 11.3 124
2. Limited training opportunities
118 95.2 6 4.8 124
available to members
3. Weak management capacity 110 887 14 11,3 1p4
4. Members, board’ weak management
108 87.10 16 12.90 124
and business opportunity capacity
5. Short loan repayment period 104 83.0 20 16/1 124
6. Small account size of loans offered py
110 88.7 14 11.3 124
RUSACCOs;
7. Lack of record keeping system 100 80.6 24 194 24 1
8. Poor saving habits of members 92 74.20 32 258 24 1
9. Loan collateral problems 118 95.2 6 4.8 124

Source:From the field survey data (2009).
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4.4.1. Lack of Skilled Man Power

Respondents were asked to state whether they agisagree regarding the absence of skilled
man power. In response to these statements, alrefigondents (88.7 percent) agreed that
"RUSACCOs do not have professional skilled manpothet fully committed to achieves its
goals for savings, lending, repayment, educati@ahahers. The existing management committee
lack adequate knowledge about the functions anditzes of RUSACCOs.

4.4.2. Limited Training Opportunities to members

It is observed from the table 4.48 that almost(@H.2 percent) of the respondents agreed that
there is limited training opportunity available RUSACCO, so this is one of the problems that
limited knowledge related with saving and creditvezes and to know the over all importance of
cooperatives. Only (4.8 percent) of respondentsgded to the statement, in that training is not
the major problem in improvement of members savivesgavior

4.4.3. Weak Management Capacity

A high proportion of respondents (88.7 percenteadrthat "SACCO board of directors have
weak management capacity. In answering this quesiiomay be that respondents took into
account the management committee’s educationalgoackhd and general knowledge about
cooperatives. Only limited numbers of respondedats3 percent) believed that RUSACCOs
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? Thida be achieved in two ways:

1) Increased the on-going education as fundaméortthe management committee and

2) Recruit train and knowledgeable professionalkaforce in light of the financial conditions of

the RUSACCO.
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4.4.4. Members, board’ weak management and businespportunity

The respondents (87.10 percent) agree that Memidneds board directorshave capacity of
managing

4.4.5. Short Repayment Period

Respondents (83.9 percent) agree and said tha¢pagment period is one year regardless of the
borrowed amount; so this is one problem that form@smembers not to join in RUSACCO. To
encourage to save more and non-members to joila@oSACCO it is better to extend the
repayment periods compared with the other finanogtltutions.

4.4.6. Small account size of Loan Offered

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

4.4.7. Lacks Good Record Keeping System

It is found that (80.6 percent) of respondents edjithat SACCO lack good record keeping about
record showing asset, liabilities, and cash reckmed paid out. (19.4 percent) of respondents
disagreed that RUSACCO have good record keepintgrmgsthat reflect the transaction and
financial position of the SACCO.

4.4.8. Poor Saving Habits of Members

All SACCO members are required to hold share adsofnom the sample respondents (74.2

percent) agreed that SACCO members have poor sénabiy, due to low income source; they
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are not able to increase their share amount. (#8y8(percent) of respondents disagreed that
SACCO members have good saving habit.

4.4.9. Loan collateral problems

The respondents cited (95.2 percent) inflexibtalieg system offered by RUSACCOs as one of
the major problems.

During the survey, it has been observed that mesnka#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 hiséwmnpulsory savings and shares to cover the
loss to the RUSACCO in the event that borrower dagsepay. Otherwise, the borrower would
not get any loan. When a guarantor provides a gteeahe/she can not borrow until the original

borrower’s obligation to the RUSACCO is fully regai
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4.5. Suggestions/recommendations/for improving themembers’ savings

behavior of RUSACCO.

Table.29. Response on Suggestions of RUSACCOs

) Very important
Si. Important Total=

No Recommendations 124
Number | Percent NumberPercent

Promote awareness creation on
1 , o 100 80.60 24 19.40 124
savings mobilization

Provide problem based training for

2 84 67.70 40 3.20 124
members
Strengthen the governance of
3 97 78.20 27 21.80 124
SACCOS
Build autonomous and
4 _ 100 80.60 24 19.40 124
independence of SACCO
5 Increase members participation 98 79.00 26 21.0a24
6 Provide qualified promoters {87 70.20 37 29.8 124

assist the RUSACCO society

The table indicates that respondents response omd® awareness creation on savings
mobilization 100(80.6 percent) very important, aovpde problem based training for members
(67.7 percent) very important, on strengthen theegmance of RUSACCOS 97(78.2 percent)
very important, on build autonomous and indepenedefcRUSACCO 100 (80.6 percent) very
important, on increase members participation 98(ffrcent)very important and on provide
qualified promoters to assist the RUSACCO soci&y78.2 percent)were very important and the
other percentage also shows important suggestanmproving the members’ savings behavior

of RUSACCO.
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CHAPTER-V

CONCLUSION AND RECOMMENDATIONS

5.1.Conclusion

The Ethiopian agricultural sector is the basis lid economy and which forms the basis of
livelihood for 85% of the population living in theiral areas. Production and productivity is
unsatisfactory. The basic objective of agricultuse reducing rural poverty, increasing
agricultural production and productivity.

In Ethiopia, there are two types of non bankingaficial intermediaries: share company
microfinance institutions, and savings and credibperatives. However, as compared to the
demand for the service, their coverage is very kmal

The delivery of financial products and serviceotigh microfinance institutions in Ethiopia is
one of the policy instruments used to enable ranal urban households to increase their output
and productivity, induce technology adoption, i@ input supply, increase income thereby
helping them reduce their poverty and attain foeclusity.

It is an accepted fact that the future economiosvtlr is largely a result of current investment
activities. These investments could be expendethéndevelopment of human resources to
increase efficiency as well as in building up prctiite capacity to exploit its natural resources.
This study was undertaken in one purposively seteatoreda, namely Ganta Afeshum woreda.
From four randomly selected sample cooperatived, m2mber respondents were randomly
selected and 12 management committee cooperatyeEsts members were chosen for focus
groups discussion. Both primary and secondary degee collected and used. Based on the

objectives of the study, appropriate tools andrephes of analysis such as descriptive statistics,

79



frequency, mean, minimum, maximum and percentaggisstal models procedure were
employed. The researcher observed that the differdretween loan interest and the savings
interest rate in the study area was very high. &mt& Afeshum woreda the loan interest rate
ranges from 9.0 percent to 12.0 percent and thegsinterests were 3.0 percent and 4.0 percent
respectively. This difference influences the actaradl potential members not to participate in
increasing share, savings and it will not encourame members to membership.

Poor Saving Habits of Members, all RUSACCO memiagesrequired to hold share accounts
from the sample respondents (74.2 percent) agrhesid SACCO members have poor saving
habit, due to low income source; they are not ablencrease their share amount. Only (25.8
percent) of respondents disagreed that SACCO meantisre good saving habit. Poor saving
should be improved through awareness creation tobaes.

Small account size of Loan Offered, a high proporof Respondents (60.7 percent) agreed that
SACCO offer only small amount of loan to its menshédtr has been ascertained in the field visit,
that many of the members need large amount of loaorder to do business. Another (39.3

percent) responded negatively that is, SACCO ddfiye amount of loan to its members.

The major source of income for the sample farmeas from on-farm and off-farm activities.
About 46.8 and 32.3 percent income of the respasdeas from on-farm (sales crop) and off-
farm activities respectively. Members of rural s@& and credit cooperatives have regularly
deposited their monthly regular savings. The amofimiembers’ monthly regular savings differ
from individual to individual due to their awaresekevel, savings habit, consumption habit,
sources of earning, capacity to save, and accbgstbithe facilities.

The major sources of credit for the respondentsRUISACCOS. From 124 members, (89.0

percent) of the respondents were credit benefesariThe maximum and minimum loan
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distributed in the study area was 10,000 Birr ay@dQ Birr respectively. To identify factors that
influence on improvement of savings of members USRCCOs, descriptive statistics was used.
Seventeen variables influence the members’ saWiagavior and effectiveness of RUSACCO.
During the survey, it has been observed that mesnka#ongly 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 hiséwmnpulsory savings and shares to cover the
loss to the SACCO in the event that borrower da#sepay. Otherwise, the borrower would not
get any loan. When a guarantor provides a guarahtfshe can not borrow until the original
borrower’s obligation to the SACCO is fully repagh this condition resulted in liquidity risk

(too many funds are locked up)

5.2. Recommendation

In order to promote and strengthen rural saving$ enedit cooperatives in Ganta Afeshum
woreda and to assure the beneficiaries of the ruoalseholds from RUSACCOS’ financial
products and services in a sustainable manner, sesenmendations are suggested to be
addressed by the concerned stakeholders.

The focus group and members recommended to stemgivings and credit cooperative, the
government should encourage the promotion of savamgl credit cooperatives, because they are
the surest ways of increasing savings and lowdhagost of living for rural and urban people.
The good running of savings and credit cooperatias affected due to lack of awareness, lack
of general basic knowledge and negative influencexternals. The study has shown that a unit
increment of farmers’ annual on-farm income incesathe probability of members’ increasing
the savings amount of rural members and encourtdgepotential members to participate in

RUSACCOS. The participation rate of rural membarthe RUSACCO movement as compared
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to the potential members and the demand for thecesris very minimal. Therefore, knowledge

gained through training might give a chance tolibeeficiaries to be part of the solution. The
other possible reason is that RUSACCOS’ finanamstifutions owned by the members are
providing financial services, products and net he&neobtained from the operation to the

members themselves. Therefore, problem orientedtargkt focused training programs and
relevant modules should be prepared. The concestag@holders government, religious leaders
and non government organizations should take auneas minimize the expenditure on social

and religious ceremonies in order to increase dengs of the house holds. Therefore,

* Minimize the gap between the loan and savings esterate based on the existed market
interest rate. To improve saving habit of memb#rs,membership is to be increased and
the poor should participate in RUSACCOS and saeé& thcome based on the leverage
ratio.

* RUSACCOS should diversify its lending system in iidd to guarantor compulsory
saving and share, it is better also to give crbgiaccepting a wide range of collateral
from the members such as house and salary if timebeieis civil servant.

* RUSACCOSs should have professional skilled manpothat is fully committed to
achieve its goals for savings, lending, repaymeshication and others by hiring skilled a
manager in the future.

* Focus on deposit mobilization first. Savings aneddrcooperatives with this focus tend
to be stronger and more durable because saverstina®ggest incentive to keep their
cooperatives financially sound. Support with techhiassistance to improve savings

products and information systems.
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Support savings and credit cooperatives that watgarn new techniques to reach poorer
customers. Donors can provide technical assistaiocehelp savings and credit
cooperatives better understand member needs, arlogeand manage credit, savings,
payment, and money transfer services appropriatedorer and more remote clients.
Keep financial standards at the core of internahaiggament and external supervision. To
fulfill their mission of providing members with Heguality services, savings and credit
cooperatives need to run a sound financial business

Most of the currently assigned cooperative managém@mmittee is new to the sector,
so that measures must be undertaken to improvedbaelifications. The training has to
be accompanied by career development schemes teoirmsease their motivation. The
staff should undergo practical on the job trainingooperatives so as to be acquainted
with the day-to-day problems of cooperatives

Provide competent supervision of savings and credlifperatives. Savings and credit
cooperatives are often supervised by the same gmest agency that is responsible for
all kinds of non-financial cooperatives, includiagricultural and marketing.

Concentrate resources on savings and credit caomahat are willing to implement
sound policies and standards. The government andgongernment organizations may
encourage savings and credit cooperatives. Becsagmgs and credit cooperatives
societies are the surest ways of increasing savamgs lowering the cost of living,

mobilize rural finance and create investment inrthral areas.
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5.3. Implication for Future Research

Since no work on the role of RUSACCOS on the improent of member’s savings behavior
has been undertaken in this study area, the seglyitrmight also initiate other researchers to
conduct different research works from different gpexctives, which may contribute for
strengthening of financial intermediaries and ruralisehold savings behavior. The study was
conducted in Ganta Afeshum Woreda only. Similadistsi may be conducted in other zones of

Tigray region.
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Appendixes
Appendix - |

INTERVIEW SCHEDULE; FOR MEMBERS

The role of RUSACCOs on the improvement of membgai\angs behavior in Ganta Afeshum
Wereda, Eastern Zone, Tigray, Ethiopia

1. General information

.Respondnets Name --------=-==-=--emmmmmmeee oo

. Enumerator’s Name Supervibtaree
Location:
REQION = o m o mommeeeeeeeeeee
ZONE mmmeememeemmemee e e e
Woreda  -------m-mmm e
PA e
Village -
.Date of data collected Datepérsision
1.1. Sex of the household head male =1 female =2
1.2. Age of the household head earsy
1.3. Can you read and write? ------ l=esY 2= No

1.4. Are you member of local organizatiod?(IEquib,etc). 1= Yes 2=No
1.5. Do you have any responsibility in nod$RACCO cooperatives?

1= Yes 2=No
1.6. Martial status, 1= Single, 2= Medlt 3 = divorced, 4= Widows,

2. Total family size (including the household head)
2.1 Children less than 8 years of age----------
2.2 Children 8 to 14 years of age--------------
2.3 Men 15-60 years of age----------------- AERAbOVE---mnmmemme-

2.4 Women 15-60 years of age--------------- dabove---------------
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3. Are you credit beneficiary from RUSACCO? = 1Yes 2= No
4. Have you ever been default credit from RUSACQ9? Yes 2= No
5. If yes, to question no, 4 what is the reasorif$d@se encircle one.
1 = crop failure due to natural hazar
2 = Miss used of the loan
3 = due to low market price of produgtoduced
4 = the loan was beyond the capadith® household
5 = other (SPeCify) ------mmmmmm e
6. Did the credit bring significant change in y¢ining standard? 1= Yes 2= No
4. Safety / security

7. Do have confidence on your RUSACCO securityfmr savings 1= Yes 2= No

8. If your answer to question to No. g, 10, is yesy much is your savings secure from any risk?

1 = highly secured 2 =Low secured 3= Id@iitis secured 4 =1don’'t know
5. Conveniences

9. Which financial institutions are convenient tmyto save your money?
1 =RUSACCO
2 =commercial bank branch
3 = Microfinance/DCSI/
4

= Multipurpose cooperative office
10. Why do you prefer the above financial instaatthan others?
1=Takes shortest time to travel,
2= low Transportation cost,
3 = short time of service delivery,
4 = there is low travel associated risk
5 = All the above
6. Liquidity

11. As a member, is it possible to withdraw yowirsgs at any time? 1 = Yes 2=No
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12. If yes, Q, 14, for what purpose money was watch from your saving account?

Reasons for withdrawals Rank according to the measo

1 = Home improvement 3 = Business expansion
2 = Food 4 = Clothing

5 = Health needs 6 = Education

7. Household appliance 8= Celebrations

9= Transportation 10= Other, Specify

13. If your answer to question to No.14, is no, inBdhe reason?
1 = Financial shortage
2 = The RUSACCOs doesn't has cash resarigank

3 = Poor management of the Board
4 =0Others, SPECIfy ---=n=mm e
7. Positive returns

14. Do you get any profit from income generatingvaty after joining the RUSACCQO?

1= Yes 2=No
15. If yes, Q, no, 17, what would you like to seael with the profit funds in your business?
1 = Invest it back to SACCO 2 = Modernization of operations
3 = Financing of new services 4 = Household consumption
5 = Business expansion 6= others specify--------------=---onmmm-- —
16. Did you receive dividends from your savings? 1= Yes 2=No

17. If Yes, Q, no, 19, how much do you receive?

18. What types of benefit have you received fromrymoperatives? Select one or above.
1. able to save cash for tomorrow and gasitess to credit services
2. Understand prudent cash handling anatiore of money
3. Received interest rate for savings amilal patronage dividend payments
4. Increased know how about alternativarasses and business plan development
5. Other (SpecCify) -------mmmmmm oo
8. Distance to the RUSACCOs officeetation to others.
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19. How long is the RUSACCOs office far from youonme? Distance to the nearest
RUSACCO Km

20. Is it appropriate? 1=Yes 2=No
9. Amount of loan borrowed

21. Since joining saving and credit cooperativésydu borrow loan?

1= Yes 2=No
22. If yes Q, no, 25, how much you have borrowadypar? ----------

23. How many times you borrowed? Number of times;
1= First time 2= Second timesTRBird times
4= Fourth times 5= Mahan fourth times
24. If you did not have access service from thepeoatives, how do you equip yourself to meet
the changing needs?
1 = Borrow from families/friends 2 = Borrow from moneylenders
3 =DECSI 4 = Commercial banks of Ethiopia
24. How much is the interest rate RUSACCO chargéhfe loan you borrow? Yearly===%

25. Is it fear? 1=Yes 2=No

26. Are you late in repayments of your loan? 1=Yes 2=No

27. If yes, Q, no, 31, what are the reasons belatedin loan repayment? Reasons for late

repayment;
1= Negligence 3 = Payment period too short
2 = UN foreseen events 4 = UN expected expenses

5 = UN profitable venture
6 = other reason, SPECify------=mmmm e
10. Annual savings

28. What type of saving account do you have inlgaging and credit cooperatives?

1 = Voluntary saving. 2= Compuiseaving. 3= Both.
29. What is the main reason for your savings?
1 =to avoid unwanted expenses = t@have access to credit
3 = To Purchase of animals 4 = to undertaking anew business

91



5 = to Excess income 6 = other,

specify

30. What is the amount of total savings you hawvedannually in RUSACCO? -------------------
31. Do you believe your total annual savings isugin® 1=Yes 2=No
32. When you save your money in the financial itngtins?

1= Monthly 2 =any time 3 = weekly4 = yearly
33. Are you increasing your monthly regular savifrige time to time? 1=Yes 2=No

34. If the answer is no, Q, no, 39, what is themraasons not to increase your annual cash
savings?

1 =income is low 2 = High social commitments

3 = Family expenditure commitment 4 ghhcost of living

5 = debt commitment 6= Lack of confidence on financial institutions

7 = other (SPECIfy) ==mmmmmmmm e e

11. Training
35. Have you received training after becoming a tmeanm RUSACCOs?
1=Yes 2=No
36. If yes, Q, no, 40, what type of training hawel yeceived? Nature of training,
1 = Auditing and accounting 2 = Record keeping system
3 = Risk and investment management 4 = Business plan
5 = Proper use of credit Habit of savingg®and philosophy
6 = others (SPECify) —---=mmmmmm oo
37. Who organized the training?
1 = Cooperative 2 = Government
3 =NGOs 4 = Universities

5 = others, SPeCify----mmmmm oo

12. Savings Interest;
38. How much is the saving interest rate of RUSAGG@arly? ---------- %

39. Do you believe the saving interest rate of RCEMs is fear? 1 =Yes 2=No
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40. Is the interest rate of RUSACCOs for savindseiger than others? 1 = Yes 2=No

13. Accountability;
41. Do you think that the committee members knogirtduties and responsibilities properly?
1=Yes 2=No

42. Are the committee members working accordingthe cooperative bylaw and general
assembly decisions? =Yes 2=No 3=1don’t know
43. Do leaders of the RUSACCOs are accountablehér action to their members?

1= Yes 2=No

14. Transparency;
44. DO you believe RUSACCOs activities transpaterall members and nonmembers?

1= Yes 2=No
45. Is regulations and policies of RUSACCOs likpamts and financial activities are applied

transparently = Yes 2=No Joh'tknow 1= Yes
2=No
15. Seniority

46. How many years have you been as a member ilARE®S? --------------mmmmmmmmmmmmm
47. Do you believe seniority at the RUSACCO enalntesnbers to have more access to credit?
1=Yes 2=No
16. Employment

48. How are you employed? Sectors,

SINO, sectors, Rank
1 Government

2 Private

3 NGO

4 Self employment

5 Non business
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17. Education level

49. What is your formal education received?

SINO, Level of education Remark
1 Up to ¥ grade

2 4" to 7" grade

3 8to 18 grade

4 11 grade and above

18. Annual income

50. What is the total annual in come of the housldd?

51. What is your major means of annual income gdiosr?

1 =sales crop
4= Off-farm income

5 = others (specify)

2 = horticulture trading 3 = Livestock production

51.1 Cash income from crop production last yea®{#0C.).

5/N  [ypes of crop

Amount
Quintal

in

ncome fom crop

Birr per Q

[otal in come in yea
birr
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51.2 Income from livestock production last yearQ28C)

5/N

'ypes of livestoc

Amount

Number

in hcome

livestock birr

from

[otal in come in yea
birr

51.3 Income from off-farm activities last year (2&T)

5/N

ncome from of-farm

lotal

days

working

ncome received in bilfotal in come in yea

daily

birr
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51.4 Horticulture and vegetables production lasiry2001E.C.).

5/N

'ypes of crop

Amount
Quintal

in

ncome from cro

Birr per Q

[otal in come in yea
birr
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Problems of members
52 What types of problems that have been facedd8A&CCOs in the improvement of members

saving behavior?

Problems 2= Agree 1= Disagree

Lack of finance of the RUSACCOs

Limited training opportunities available to member

Weak management capacity

Members’ weak business management capacity|and

lack of business diversification opportunities

Short loan repayment period

Small account size of loans offered by RUSACCOs

Lack of record keeping system

Poor saving habits of members

Others ;
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20. Suggestions/recommendations/
53. What are your suggestions/recommendationgfiproving the members’ savings behavior
of RUSACCS?

Very Import | Less

S. No Recommendations important | ant important
3= 2= 1=

1 Promote awareness creation on savings mobilizatio

2 Provide problem based training for members

3 Strengthen the governance of SACCOS

4 Build autonomous and independence of SACCO

5 Increase members participation

6 Provide qualified promoters to assist the RUSACCO

society

Other7

8

9

10

11

12

13
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APPENDIX — Il

FOCUS GRUPE DISCUSSION (CHECKLIST)

1. What is the existing performance of /Statustilef RUSACCOs From establishment up to the

current year?

2. Discuss the role of rural saving and credit @apves on improvement of members saving

behavior?

3. How RUSACCO leaders and experts motivate to negsndnd nonmembers to save more?

4. What are the loan policies of RUSACCOs?

5. What types of problems that have been influanche improvement of members’ savings

behavior in rural saving and credit cooperatives?

6. What are the suggestions/recommendations/forowmy the members savings behavior of
RUSACCOs?
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