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ABSTRACT

The study examines SACCOs and the performance afl stale businesses in Uganda a case
study of ATC SACCO in Adjumani district. The dimémss of the independent variable of the
study included loan size, interest rates and savimugile the dimensions of the dependent
variable of the study included sales, liquidity ars$et base. The specific objectives of the study
were to establish the relationship between loae aim performance of small scale businesses,
to establish the relationship between interessratel performance of small scale businesses and

to establish the relationship between savings anbpnance of small scale businesses.

The study used a case study design. Quantitatipeoaph was adopted for the study. A
scientific model for determining sample size depeld by Morgan and Krejcie (1970) was used
to determine the sample size which was 172. Swdtdnd purposive sampling techniques were

used in this study. Questionnaires were used fiar clalection.

The study findings revealed that loan size advartcedmall scale businesses is sufficient
enough, interest rates charge by SACCOs are apate@and does not influence the operations
of small scale businesses and savings by the slesrdble them to access funds in form of credit
from the SACCO and increases capital accumulatfdhesmall scale business practitioners as

the mean responses on the questionnaires were alierage.

The study concludes that there is a relationshipvden SACCOs and performance of small
scale businesses since the services provided AR O inform of loans, interest on loans and
savings directly influences the operation of sreadlle businesses in the area. It can be suggested
that savings and credit cooperatives should conthagting and sensitization for its clients

especially those operating small scale businessgaifposes of client’s satisfaction.

XV



CHAPTER ONE

GENERAL INTRODUCTION

1.0 Introduction
The study aims at studying the role of SACCO’s e performance of small scale businesses in

Uganda. The major dimensions of SACCO include Isae, the interest rates and the level of
savings by the members. The dimension of the pmdace of small scale businesses include;
the level of profits, the level of sales/turnovardathe level of assets. The key writers on
SACCO’s include; Ondieki et al. (2013), Galor (2Dh1@Jkhevi (2013), Bwama and
Mwcokujonga (2013) among others. The key writers tba performance of small scale
businesses include; Tushabomwe (2006), Saleh antisid2006), Martey et al (2013) among
others. Most of these writers have ignored theveglee of SACCOs towards improving the
performance of Small Scale businesses and thertfereeed to investigate the role of SACCOs
on the performance of small scale businesses imdi&#o fill the knowledge gap which has
been left by the previous researchers. This study astablished the relationship between
savings and borrowings/ loans to be issued andh&héigh interest rates reduces borrowings or

increases savings.

1.1  Background to the study

Lingesiya (2012) who studied the performance oflkstale businesses in Sri-Lanka stated that
small scale businesses in Sri-Lanka play crucid fia contributing to overall industrial
production, employment generation and poverty redadn the country. However, in the study
he carried out on identifying factors to indicagrfprmance of small scale industries, he found

out that customer satisfaction with managing chamgewth in business and income level,



growth in turnover and growth in number of emplayege the major indicators of business
performance especially small scale businesses. vwenost of these factors are negatively
implied in Sri-Lanka for example the number of eaygles are low, there is less turnover and
less customer satisfaction hence implying poorgeerénce of small scale industries in Sri-
Lanka which he attributed to increasing numberarhpetition locally and globally, inadequate

funding from government and financial institutions.

Just like the studies in overseas, the performanaamall scale businesses in the sub Saharan
region is also poor. According to Martey et al (2D1the small scale businesses in Accra
metropolitan area in Ghana faces a number of c@ngér and hence implying their poor
performance. Him and his colleagues identifiedrttegor constraints for this poor performance
and among them include the high cost of borrowlagk of credit facilities, high rental and
utilities charges, low demand for products, higlstcof transportation, high cost of inputs,
unfavorable business laws and difficulty in debitemtion. Martey and his colleagues also went
ahead to establish the major determinants of pedoce of small scale enterprises which
includes business ownership status, initial capigésted in business, annual cost incurred,

number of employees, number of years of experianueng others.

In Uganda just like in the sub-Saharan region dedworld at large, the performance of small
scale businesses is not good. According to Tusheleo(2006), the small scale businesses in
Uganda are unable to sustain themselves for loegbd$ed his argument on number of factors
that causes the small scale businesses to failhwdrie both internal and external factors. The
external factors he identified include; taxatiamad shedding, inadequate operating capital, poor
market and high rent charges. The internal fadtariside; wrong pricing of products, negative

cash flows in many enterprises (high cash outflamngared to cash inflows), poor record



keeping, inadequate control of inventory, lack adger planning and conflicts among partners.

These factors entail the poor performance of satalle businesses in Uganda.

According to MoFPED (2008) the performance of MSM@dicro, Small and Medium
enterprises) has been fluctuating from time to timaece implying poor performance of MSMEs
in the country. The ministry identified difficultin accessing appropriate technology, skills,
education, finances, business information and laadthe major constraints to small scale
businesses. Their study also identified factoredaiiig performance of MSMEs which include
the availability of electricity, cost of financinje businesses and the cost of transportation of
products to market place, from producers and rawemnads from suppliers. The ministry
therefore suggested two measures to improve the gerformance of MSMEs which include;
strong public-private partnership with governmemtd abusiness associations and the

establishment of MSMEs authority as a powerful inpint administrative structure.

1.2  Statement of the problem

Small scale businesses in Uganda play a significallet as they employ 81% of the active
population (UBOS 2013). Almosts of the Ugandan population are engaged in entrepréal

activities particularly Micro and Small scale Eqeses (MSE'’s) and there are only few medium
and large enterprises (Nuwagaba and Nzewi, 2018jth&more, small scale enterprises
contribute to the GDP of the country (Sekitolekf1@) and also ensuring the development of
indigenous skill and technology, promotion of eptemeurship and innovativeness and elevating

poverty (Oyat, 2012).



However, Ugandan small scale enterprises stillgperfpoorly as a result of a combination of
factors ranging from internal to external factddBQS, 2012). Compared to large enterprises,
small scale enterprises are less efficient andrihigh cost per unit of revenue. They use labour
intensive technologies to compensate for lack ohneal capacity in order to perform well

(Nuwagaba and Nzewi, 2013). Factors contributintheounimpressive performance of Ugandan
small scale enterprises as mentioned in differardiss are difficulty in accessing appropriate
technology, skills, education and limited capitsloFPED, 2008). Other authors mention high
taxation, load shedding, wrong pricing, inadequaierating capital, poor record keeping, lack

of proper planning and inventory control (Tushab@n2006).

Given small scale business’s lack of access tomaitéinance, their decisions to upgrade their
equipment and machinery by making new investmenet$uaither constrained by limited internal
sources of financing. Several papers indicate dotofs that affect performance of small scale
businesses such as proper risk management (Mw2014), cost of borrowing (Obwokor, 2011)
and impact of taxes on performance of small scanesses (Odongo, 2011). Despite all the
efforts by the government of Uganda such as foggaaifavorable environment for private sector
growth, comprehensive business licensing reformsorgmothers (MoFPED, 2013), the

performance of small scale business is still poor.

Given the roles played by these small scale busases study that specifically addresses access
to finance to these enterprises is very imporfahis therefore puzzles the demand to investigate
further the mechanism that can ensure easy andytmeeessibility of these finances to small
scale enterprises especially in micro finance tustins such as SACCO’s that can easily fund
the operations of small scale enterprises yetdtdeen ignored by other authors and thus need to

investigate the role of SACCO'’s and the performasfcamall scale businesses in Uganda.

4



1.3  Broad objective

The study is aimed at establishing the relationdi@éfpween SACCO and the performance of

small scale businesses.

1.4  Specific objectives

i. To establish the relationship between loan size ted performance of small scale
businesses.

ii. To assess the relationship between interest ratdsttee performance of small scale
businesses.

iii.  To establish the relationship between savings bmbegs and the performance of small

scale businesses.

15 Research Questions

i. What is the relationship between loan size and pleeformance of small scale
businesses?

ii. What is the relationship between interest rates #med performance of small scale
businesses?

iii.  What is the relationship between savings by meméedsthe performance of small scale

businesses?

1.6  Research Hypothesis

There is a relationship between savings and creatits the performance of small scale

businesses in Uganda.



1.7  Significance of the study

The study aims at enhancing the following;

The study will create benchmark for further reskarcto SACCO funding to other different

sectors such as agriculture.

The study will enable the policy makers especitdilyse working in SACCO to improve on the

existing loopholes in their policies in order t@ypide better services to its members.

The study will help the researcher to expand orkh@vledge and experience given the fact that
he will be directly involved in the study of the S&0 funding and performance of small scale

businesses in Uganda.

The study will also be beneficial to the employeeATC SACCO to acknowledge the different

products and services to improve on service defit@its members.

1.8  Judtification of the study

The following reasons prompted the researcherveldp this topic;

The Failure by the past scholars to identify theevance of SACCO funding towards the

performance of small scale businesses in Uganda.

The need to explain clearly the procedures in anegghe SACCO funds that to say how the

members access these funds of SACCO.

Need to combine the different literatures on SACGCEénd the performance of small scale

businesses and relating the variable to one another



19  Scopeof thestudy

1.9.1 Geographical scope

The study is carried out in the northern part ohbldp in Adjumani district at Adjumani Town
Council Sub-county. Adjumani district is 219 milapproximately 352.45km from the capital

city Kampala.

1.9.2 Content and subject scope

The subject of the study is the role of Savings @mwddit Co-operative Organizations and
performance of small scale businesses. The dimensibthe study include interest rates, loans
size and savings by members as the independemtblesiand the dependent variables include
profits, sales/ turnover and asset base. The slsdyincludes a moderating variable that is to
say loan management and government policy butntiii:iot be examined in the study although

they are included in the conceptual frame workhaf study.

1.9.3 Time scope

This study took a period of two years that is tp Bam 2014-2015 as this gave the researcher

enough time to collect the necessary data and zaély

1.10 Conceptual framework

Miles and Hurberman (1994) as cited by Vaughan §2@&fined conceptual framework as a
visual or written products, one that explains, eitgraphically or in a narrative form, the main
things to be studied- the key factors, conceptgoables- and the presumed relationship among
them.William et al (2001), asserted that a conceptual frameworkributes to a research report

because it identifies research variables and ®aritlationships among the variables.
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He and the colleagues continued and said, linkethéoproblem statement, the conceptual
framework sets the stage for presentation of theciip research question that drives the

investigation being reported.

Figure 1.1: conceptual framework

1.V D.V

SACCO funding Performance of small scale
- business.

Loan size

.| Sales/turnover.
Interest rates 7'y >

Savings by members Liquidity

Asset base.

V.V

Loan management.

Government policy.

Source: Kyokutamba (2011) as modified by the researcher in this study

Performance of small scale businesses is considerbd a functional outcome of a variety of
SACCO facilities which is composed of interest sat®ize of loan advanced and saving by the
members. These factors can cause both positivaegmative environment for the performance of

the small scale businesses in term of sales/turnbgeidity and assets base.



In most cases SACCO funding and performance oflssnale businesses are influenced by loan
management by both the SACCOs and the membersiengoand the government policy in
terms of funds granted to both the SACCOs and ssaale businesses. Therefore performance
of small scale businesses is influenced by SACQW@ifg in terms of the interest rates, loan size
and the savings by the members. Low interest mtable small scale businesses to perform well
as this enables them to get high returns on the boarowed and hence increase their asset base,

sales and improve on their liquidity.

1.11 Operational Definition of key terms

1.11.1 SACCOS

Savings and credit cooperatives (SACCOs) are usewned financial intermediaries with

members who are typically share a common bond lmasegeographical area, employer,

community, or other affiliation and have equal ugtrights.

1.11.2 Funding

It refers to providing financial resources to fiocara need, program or project. (Ondieki 2011)

1.11.3 Loans

Loan is an arrangement in which a lender gives marreproperty to a borrower and the
borrower agrees to return the property or repayntbaeey usually along with interest at some

future point in time.



1.11.4 Interest rate

It is a rate which is charged or paid for the usmoney.

1.11.5 Savings

Savings is the amount left over when the cost pémson’s consumer expenditure is subtracted
from the amount of disposable income that is eainea given time. It is the money one has

saved especially through a bank or a scheme.

1.11.6 Performance

Performance is taken to be the functions of arammgtion’s ability to meet its goals and

objectives by exploiting the available resourcearireffective and efficient manner.

1.11.7 Small scale business

Small scale business is one that employees less 3hpeople but with a maximum of 50
employees, with the value of assets excluding l&ndding and working capital of less than

shs50 million and annual income turnover of betwa®n10-50million.

1.11.8 Turnover

It is the annual sales volume net of all discowamd sales taxes. It may also mean the number of
times an asset (such as cash, inventory, and raweriala) is replaced or revolves during an

accounting period.

1.11.9 Asset base

It is the underlying assets giving value to a conypanvestment or loan.
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CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

This section focuses on the relevant and prevideisatures on the role of SACCO funding on
the performance of small scale businesses in Ugdht& composed of existing literatures by
different scholars from journals, books, disseotati and reports. It covers the dimensions of
SACCO funding in relation to the performance of Bnsaale businesses which is arranged

according to study objectives as stated in thé $eestion.

2.1  Savingsand Credit Co-operatives (SACCOs)

SACCOs are user owned financial intermediaries.yTini@ve many names around the world
including credit unions, SACCOs, COOPECs. The memlgpically share a common bond
based on geographic area, employer, communityhar affiliation. Members have equal rights
regardless of how many shares they own (CGAP, 2@R35supported by AMFIU report

2012/2013.

SACCOs in Uganda operate under the national ap&C&CU as the umbrella body. UCSCU is
formed, financed and controlled by SACCOs. The supery committee checks both the board
and management of UCSCU to ensure that they aneingirthe union well and in the best
interest of the SACCOs (UCSCU, 2014). SACCOs ar¢ gfathe financial system in Uganda
which falls under tier IV as grouped by Bank of dda. The other participants in this sector
includes the tier | (banks), tier Il (credit ingtibns) and tier Il (micro finance deposit taking

institutions) as classified by Bank of Uganda (O&w2011).
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According to the WOCCU (2004), credit unions comigaeferred to as SACCOs are member
owned not for profit financial co-operatives thabyide savings, credit and other financial
services to their members. Credit union membershigased on a common bond, linkage shared
by savers and borrowers. Credit unions pool theimimers savings deposit and shares to finance
their own loan portfolios rather than rely on loaared fewer fees. They perform three major
functions which include collecting savings from it®embers, giving loans to its members/
borrowers and giving financial and non-financiaviad to its members in order to facilitate
proper utilization of the borrowed micro loans frone SACCO by its members (Mwakajumilo,

2011).

According to the WOCCU historical credit data, Udais number of SACCOs has been
increasing since 1995. In 2012, there were 2,4fibtered SACCOs as compared to 2,112 in
2011 and 2,021 in 2010. By 2011 there were 4,3@3/@3 SACCOs in Africa. However,

establishing the total number of SACCOs in Ugands been a challenge due to the varying
statistics by the different organizations. WOCCHlistical report indicated that there were 2,414
SACCOs in 2012. Ministry of Trade reported a totamber of 2,417 registered SACCOs by

2009 as compared to WOCCU 2,021 by 2009.

211 The Concept of savings and credit

According to Lord Keynes (1936) a classical ecorspymersonal savings refers to the disposable
income (the income after tax) less consumption edjpere. In other words, it is the income that
is not spent on consumption. The essence of sawngsraining from spending part of one’s

income and putting it on one side.
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In most societies, people are highly conscious ohey and assets and continually strive to
maximize them in one way or the other and one efrtieans to retain money or accumulate

wealth is through savings (Mpiira et al., 2014).

Savings are essential to a community’s economieldpment. SACCOs contribute to economic
development by helping individuals improve theinaincial positions through savings and
borrowing. As a result, members contribute moreldcal economy by purchasing more.
SACCOs lend only to their members so they keepdunthting in the communities where the
savings originate (WOCCU, 2012). Furthermore, sgwiris used to finance emergencies,
consumption smoothing, and capital accumulatioméet life cycle needs and events, financing

opportunities and to finance daily expenditures¢be et al., 1999).

Savings products exist in a wide range of typesclvhnclude, mandatory share where each
member has to purchase one obligatory share iatadsvalue and the deposit is of a minimum
amount which is non-withdraw able, regular saviagsount which is the primary account
offered to the membership and authorization is lyswaquired for a lump sum withdrawals,
organizational or group accounts where any assogiatr group is eligible to open any of the
accounts as long as their membership is made ypriofarily of individuals who meet the
eligibility requirements of individual membershigpecial purpose savings accounts which are
for special purposes such as holidays or vacatiadsusually pay a higher dividend than regular
savings accounts since members cannot make withtawmtil a specific date and lastly youth
savings accounts which is used to motivate andkshiea pattern of savings culture at a younger

age to the youths (WOCCU, 2012).
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According to Aryeetey (1995) as cited by Absantad &eogratius (2013), credit refers to an
arrangement in which a lender gives money to aolaer and the borrower agrees to repay the
money, usually along with interest at some futwatgs) in time. Credit schemes provided by
SACCOs exist in different forms and they includedividual Business Loans, Individual
personal Loans, Mortgage Loans, School fees Laarsany other loans approved by the Board

(Obwokor, 2011).

According to Evans (2002) as cited in Ogendo €R@ll2), many rural micro projects such as
restaurants, taxis, salons, handicrafts, shopkims#t have been started from the loans taken by
members. He further says that SACCOs have enabéedavers to acquire the capacity to build
low cost, yet high quality housing units and to lital household item and put their children
through affordable school system and SACCOs hasbled members to put some of their loans
in agricultural development thereby increasing peityity in the agricultural sector and

enhancing food security.

According to Jazayeri (2012), SACCOs take on a ramolb risks in their activities especially in
saving and lending to their members. He identifteedit risks, interest rate risks, borrowing
risks, fraud and malfeasance risks, insider lodnsjdity, capital adequacy, and port folio
diversification as the major risks SACCOs are imedl in. He continued and defined credit risk
as the risk arising from loan delinquency arisiranf the borrower’s unwillingness or inability
to pay. The risk is particularly serious if therasecurity is insufficient or adequate to cover the
outstanding amounts. Similarly, Safakli (2007)pesed that according to Basel Committee
on Banking Supervision, credit risk is definas the potential that a bank borrower or

counterparty will fail to meet its obligatioria accordance with agreed terms.
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Furthermore, Gakure et al (2012) as cited in Mamid Yang(2014) defines credit risk
management as a structured approach for managdgsuncertainties through risk assessment,
developing strategies to manage it and mitigatad risk using managerial resources. Ross
et al (2010) emphasize that in granting creditfirm should distinguish between customers
who will pay and customers who will not pay usirg tcredit policy and use of effective
guarantor. Correspondingly, Moti et al (2012) firttlat high involvement of credit officers in
formulating credit terms and considering gootaracter and repayment history of a

borrower before issuing loans influenced pesiyi to loan repayment performance in Kenya.

2.1.2 Functionality of savings and credits

According to WOCCU (2012), savings mobilizatioroise of the main objectives of SACCO. It

is the process of gathering amounts from many geiopb a pool that can be put to work in the
economy through lending. Savings combines smaleoumts so members can make larger
purchases than they would otherwise be able tadatiod that saving is liquid in that the full

value is available almost immediately. The repdsbastretched that the SACCO benefits
because savings are the primary means of secuundsfto make loans available to the
members. Furthermore, savings generate incomeytéopaperating expenses, to invest in new

services and benefits and to increase capitaleoSthCCO.

In addition, SACCOs are the most prevalent senmédrsavings device. It offers both the
“saving up” (savings account) and “savings dowmals) swap types (Lwoga et al, 1999). The
deposits made by each member contribute to thesiasiem’s fund (savings pool) in the form of
a fixed minimum sum. This saving pool act as as®waf fund from which it can afford relief to

its members in need by making loans/ credits tontha productive and provident purposes at
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fair and reasonable rates of interest and with @asys or repayment, continuously educate
members on how savings can be made on regular @agiprovide services such as financial
counseling to enable the members solve their fishmroblems and the risk of management
service to ensure the safety of members savingsoang (Kimeli et al, 2012). This statement is
supported by Karuma, 2011 who affirmed that SACC&=ive savings from members in the
form of deposits which act as a pool of funds armf this pool they serve credit needs of
members through loans. The principle underlyinglieg by SACCO is that not every member

will request for a loan at the same time (Ongo@812as cited by Alecia et al 2014).

Lending to members is based on the principle ob Zeterance for loan defaults (Kivumbi,

2013). Individual savings deposits are typicallyamwsmaller than an average loan, requiring
multiple deposits to fund a single loan and thesengs deposits are converted by the SACCO
with an absolute expectation of safety and repayrren credit risky loans to members and
besides the loans advanced carry a fixed interag®t for the entire term as opposed to

commercial banks (Okwee, 2011).

Similarly, Loans to members are granted for alnawst productive purpose but the upper limit
cannot presently exceed four times the memberssits@nd with a maximum repayment period
of 48months (Alecia et al, 2014). The securitylfmns is usually shares and long term deposits
although the law by the regulatory body requirely ¢ang term deposits to be used as security
(SASRA, 2010). However, the circular by the comioissr of co-operatives, 1997 as cited in
Alecia et al, 2014 argues that the security fonto& usually composed of the members own
savings in addition to two or three guarantors vehaensidered shares and those of the member
must exceed the amount of loan applied for. This isnsure that incase of default, the loan can

be recovered fully from the shares of the membdrthose of the guarantors.

16



In addition, the president of the Republic of Ugantbweri Kaguta Museveni, in his speech as
reported by the New vision T2nay 2014 argued and directed SACCO managers poasking
for collateral from people seeking for loans/ banmy from SACCOs stretching that the
government started SACCOs to help ordinary people do not have security to get loans and

develop themselves (Turyakira and Mugasha, 2014).

Further still, the requirements for lending to anmber vary from one SACCO to the other as
there are no uniform requirements nationally. Hosvevaccording to Mwangi, 2012, the

following are the basic lending requirements in f@&CCOs and they include the following;

For a member of a Sacco Society to qualify for aoPerative loan: - a) The Society must have
been in existence and active for a period of nes lthan six months from the date of its
registration. b) A member must have completed attleix months membership and contributed
not less than UGX 50,000/= in shares/ deposit& n)ember who withdraws from the Society
and re- joins later will be treated as a new menfberthe purpose of this loan policy. d)
Savings contribution paid in cash or cheque out#iigecheck- off system shall remain in the
Society for at least six months to qualify for dogn. €) Any amount of savings through the
check-off system in excess of one third of a mersbmsic salary shall remain in the Society for
a period of six months to qualify for any loanAfmember applying for a loan should undertake
to pledge future salary from any employer towaa#lrepayment before such a loan is granted

by the Society.

Further still, a) all loans shall be restrictediembers only and shall be approved by the Credit
Committee or as provided herein. No member of tlam lapproving Committee shall be present

when his/her loan application is being considered.
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b) Employees of the Society shall be eligible foembership but are not eligible to become
members of a Committee or any other sub-committe¢ghé Society. ¢c) An employee who
tempers with his/her monthly share contribution dwah repayment is liable for prosecution

under Section 94 of the Co-operative Societies Act.

The rate of interest on all loans inclusive ofclarges incidental to granting of the loan shall b

as approved by the members/delegates at an ADM/AGRbard.

In addition, a) No members shall leave the commondbby virtue of transfer or retirement,
he/she may continue to be a member of that Societyay transfer all his/her shares to the
Society which he/she intends to join under the remployer. b) All new applicants for
membership must provide written proof from theireypous employer and Management
Committee of the previous Society that they doheote outstanding liability in the Society and
that they are no longer members of same Societyase a member has any outstanding liability
with the previous Society, he shall be requireglexlge future income to repay the loan of the

previous society and show proof of the same tdaisiew society.

Furthermore, a) all applications for loans shallnbade on prescribed forms by the Society and
shall in each case set out the amount appliedHerpurpose of the loan, terms of repayment and
type of security provided. The loan applicatiomficshall be fully completed and supported by at
least one most recent pay slip (or a letter frommd@mployer confirming the applicant’s ability to
repay the loan comfortably). b) It shall be anenffe for an applicant, Society employee or
book- keeping Service employee to give false infdrom regarding shares, loans and

guarantees.
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Loan applications shall be considered in the oidewhich they are received or as shall be

determined by the Board.

The maximum amount of loan granted to a member slwdlexceed three times a member’'s
shares but subject to maximum of 5% of the So@etytal share capital and reserves. Where
total deductions exceed two thirds of a member’'sidbaalary, the loan shall be reduced

accordingly.

The Society shall maintain 10% cash reserve oftdked members’ savings and in accordance
with the By-laws at least 50% of the deposit actcamd shall not be available for granting

loans. Such reserves shall be updated monthly.

Lastly, Provided that a member is qualified, anitaltal loan can be granted by the Credit

Committee.

The major procedures one go through before acagsisnloan/ credit from a SACCO involves
first filling in the application form or the member assisted to fill the necessary forms, second
an internal loans Committee that comprises of seteenembers of within that particular
SACCO consider the loan application, third as sasnthe loan is approved or otherwise,
information is immediately communicated to the a#pit and lastly disbursement of the loan is
done as soon as it is approved by the committdeloAhs approved are communicated to the
Accountant to make necessary arrangements for isiment. The Accountant prepares a
payment voucher and a cheque in the names of tyeepaember. Cheques in the names of a

member are paid or credited directly to the beraies account.
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The cheque could also be cashed by the Accountanth& cash disbursed to the member where
this arrangement is found to be more practicablee Thember must sign all the necessary
documents pertaining to the loan disbursementbubsements can be done in one lump sum or
by installments depending on the purpose of the &oad availability of the funds. Where a loan

is disbursed in installments, interest will be a¢éted only on amounts disbursed from the date

of disbursement. (Mwangi, 2012), supported by Nakay2011.

2.1.3 Loansize

A loan is an arrangement in which a lender gives\@yoor property to a borrower and the
borrower agrees to return the property or repayntbaeey usually along with interest at some
future point(s) in time. Usually there is a predeti@ed time for repaying a loan and generally

the lender has to bear the risk that the borrowar not repay the loan (Tracy, 2009).

According to Akisa (2013), most of the core prodafciicro finance institutions is micro credit;
an extremely small loan to purchase productivetasgs®osting the micro and small enterprises’
revenue allowing repayment over a short periodimietin small installments without the
guarantee of collaterals. The study further exgldhmt the size of the loan is small in three
dimensions, in absolute monetary values as comgarggical business loans, so as to operate
in segment where there is no banking competitidre $cholar also affirms that the loan may
also be in relation to the borrowers’ income sd gayback is easier and finally in respect to the
lenders’ portfolio, so that the default of any d$andporrower has no impact on its financial

soundness.
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Similarly, Bwama and Mwakijilo (2013) explain th&®ACCOs lend both to individual and
groups bases. This view is supported by Roodmaml(28s cited in Akisa (2013) that group
lending has long been a key part of micro credd #rat micro credit initially began with the
principle of lending to individuals. That the udegooup lending was motivated by economies of
scale, as the costs associated with monitoringsl@d enforcing repayments are significantly
lower when credit is distributed to groups ratherm individuals. The scholar further stated that
many times the loan to one participant in grougieg depends upon the successful repayment
from another member thus transferring repaymenpomsbility off from micro credit

institutions to loan recipients.

In addition, Maina (2011) stated that in group legd the financial intermediary reduces the
recurrent costs by replacing multiple small loamsndividuals by large loan to a group. This
enables financial intermediaries to bank with plman applicants who would not receive any
loan under individual loan contracts due to exa@ssinit transaction costs. He continued and
stated that the most important rationale for gréemqing is the information and monitoring

advantages that member based financial institutfttmse compared with individual contracts

between micro finance institutions’ and borrower.

Furthermore, SACCOs offer short term loans and siedacilities. The size of the loan is
limited by the deposits held by a member and selchyeguarantor ship. Some SACCOs offer
group lending usually for manageable group sizesantples of these types of loans are

development loans commonly referred to as nornaaido
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Short term loans are granted for education and genely purposes usually for a period not
exceeding 12months at a specified interest ratéevdrom one SACCO to another) on a

reducing balancing method ( cooperative bank, 26808ted in Nzaywa, 2013).

In relation to the above, Ondieki and Mugambi (204&ted that members of SACCOs have
different purposes for the loans borrowed. Someadwers might want a loan for business
launching/ startup or boosting of an existing gurise, others to pay school fees of their children
while others for improving their socio-economictsta The upper limit of the loan cannot

presently exceed four times the members deposiezighet al., 2014).

2.1.4 Interest rates

Babihuga (2003) considers interest rate as a pheeged to a borrower for the loan (money).
She goes on to distinguish interest rate from atinary price. She writes that “this price is

unique because it is really a ratio of two quassitithe total required fee a borrower must pay to
a lender to obtain the use of credit for a stipgdgteriod and the amount of credit actually made

available to the borrower.”

Similarly, Koegh (2006) affirms that interest isetlsost of the loan to the borrower and the
income to the lending institution. Interest is tbest of money and small scale enterprise
borrowing money should be prepared to pay. He naeti and stated that the types of interest
rate commonly offered by financial institutions lganda include flat rate, declining rate and
variable rate and each one of these types haseitissnand demerits on the side of the borrower
and the lender. The interest rate in this caseaslénding rate that SACCOs charge for loans

advanced to their members.
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Furthermore, Mukoyani (2013) explains that chargmiges high enough to cover cost is an
essential practice for any business enterprise ihi&nds to continue its operations into
foreseeable future. Interest rate therefore mustrcoperational and financial costs and growth.
To achieve the objectives of a sustainable, healttoyving SACCO sector and increase its
membership especially the poor in rural areas, thenlevel of interest rate on loans must be

critically examined.

In addition, interest rate is the main source cbme for SACCOs. The SASRA rules encourage
SACCOs to maximize returns on their assets. Ontheoprincipal assets of SACCOs is the loan
portfolio. The return on assets, determined mahyyinterest charged is used to meet SACCO
recurrent costs. The key factors that determinerést rates are; cost of funds, the operating
expenses, default risks and level of profits neddezkpand the capital base and funds expected

for future growth (Waruiru, 2012 as cited in Mukaya2013).

2.2 Perfor mance of small scale businesses

According to Kasekende (2003) as cited in Kyokutar(®011), a small scale enterprise is an is
one employing less than 5 people but with a maximfi20 employees, with the value of assets,
excluding land, building and working capital ofdethan Ug.shs 50 million (US$ 30,000), and
the annual income turnover of between Ugshs.5-3lomi(US$6,000-30,000) as supported by
URA (2011). This study took Uganda’s definitionswhall scale enterprises since this study was

taken in Uganda.

According to Armstrong (2005), performance is oftifined in output terms- the achievement
of quantified objectives. He further stated thatf@enance is a matter of not only what people
achieve but how they achieve it.
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The oxford dictionary confirms this by includingetiphrase “carrying out” in its definition of
performance; the accomplishment, execution, workiogy carrying out of anything ordered or
undertaken. Further still, Performance of busimes$srs to the ability of business to meet the
required standards, increased market share, imgemil@ies, ensuring returns on profitability,
and total reduction and once this is achieved,sinless is believed to be performing effectively

(Flolick, 2006 as cited in Mugerwa, 2011).

Similarly, performance means both behavior andlt@sBehaviors emulate from the performer
and transforms performance from abstraction tooactihe study further stated that behaviors
are also outcomes in their own right; the proddamnental physical effort applied to tasks and
can be judged apart from results. Therefore thmitieh of performance leads to the conclusion
that when managing performance both inputs (behpwaod outputs (results) need to be

considered (Kiprono, 2012).

In addition, Westover (2008) affirms that perforroanis taken to be function of an

organization’s ability to meet its goals and ohijezt by exploiting the available resources in an
efficient and effective way. John (2004) supplersetiiat performance entails effectiveness,
which refers to the firm’s ability to serve and guce what the market requires at a particular
time and efficiency which means meeting the obyjestiat the lowest possible cost with the

highest possible benefits.

Further still, Campbell (2004) as cited in Kyokutzan(2011) asserts that organizational
performance measures must focus attention on wilakesn identifies and communicates the
drivers of success, support organizational learrand provides a basis for assessment and

rewards.
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Molina (2007) confirms this by saying that as anfincreases in size in terms of level of stock,
sales, level of assets and more skilled employsasomies of scale set in creating a positive

impact on performance.

2.2.1 Sales/turnover asa measure of performance of small scale business

Sales/ turnover are the total amount of goods, yrtsdor ideas sold within a given time frame,
usually 12months. The amount is usually expressaddnetary terms but may also be in total
units of stock or products sold (Tracy 2009). Imidn, John and Tian (2000) considers sales
volume as a good measure of small scale enterpii$ey found out that when sales increase,
revenue turnover of the firm is high which means fiihm is expanding its level of output and

thus an indicator of better performance.

In addition Boles et al (2001) observed that a fian register its better performance if the level
of sales is increasing over time to meet the ptediand targeted sales. They further found out
that if an enterprises’ sales volume is increasihgpeans that the productive capacity of the
enterprise is expanding and eventually a firm beginenjoy economies of scale that enables it

to produce at reduced cost, sales cheaply and l@scoompetitive in the industry.

Furthermore, Bagozzi (1999) as cited in Kyokutani®@l1) argued that a firm is said to be
performing better if its sales volume is increasavgr time. He further stated that in a situation
where there is efficient management of the firmjtsf sales volume is increasing it is an
implication that revenues are also increasing dmsl énables an enterprise to be liquid and

reduces on the capacity of the firm to borrow idesrto meet its debt obligations.
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2.2.2 Liquidity asameasure of performance of small scale business

According to Maes et al (2000) as cited in Kyokuban2011), liquidity relates to the settlement
of short term debts. The study further stated #ghhusiness will face financial problems if the
funds are not available to pay off these debtslidkfls (2004) affirms that liquidity is the degree
to which debt obligations coming due to next 12 thercan be paid from cash or assets that will
be turned into cash. Similarly Mugerwa (2011) defitiquidity as the ability of the firm to meet
its financial obligations as they fall due, withalisrupting the normal ongoing operations of the
business. He further stated that liquidity has pads namely structural liquidity which relates to
the balance sheet items especially the assetsadmlities and operational liquidity which deals

with the cash flow measures.

According to Katz and Green (2009), liquidity lreetmeasure of how quickly a company can
raise money through internal sources by converéisgets to cash. Frreira and Vilela (2004)
assert that the existence of growth opportunitiefirms is an important factor that positively

affects cash levels.

2.2.3 Asset base as a measur e of performance of small scale business

Asset base is the underlying asset giving valua ttompany, investment or loan. It is the
tangible asset held by a company or individual #eeat any point in time. One of the successes
of any business venture is the asset base whiatntamprise is accumulating over time (Bert
2010). Similarly John and Tian found out that th@ansion of an enterprise is measured in
terms of the rate at which its assets are growdotn (2006) observed that as long as the
physical assets of the business are growing oweg, tit is an indication that it is growing to

enjoy the benefits of economies of scale and totmeccompetitive in the market.
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In a related study, Campbell (2004) as cited in k(gamba (2011) argues that it is the increase
in asset base that indicates that the enterpmgfermance is effective and efficient. He further
found out that a firm with strong asset base isabbgp of accessing loans from financial

institutions cheaply since such assets can aatlkgearal security.

2.3  Sizeof loansand the perfor mance of small scale business

Mwangi and Wanjau (2013) affirm that there is a erade positive relationship between
enterprise growth and access to finance. Thus@ease in access to finance by SACCOs would
lead to increase in growth of youth entreprenepfsbusiness. This finding was in agreement
with Obwokor (2011) who asserts that lack of firans one of the major constraints to the
formation of small scale businesses. Further shkjsa (2013) states that most of the
entrepreneurs depend mainly on micro finance utgtits for their working capital and that
majority of the entrepreneurs who depend on migranice institutions for the working capital
had their levels of stock doubling as comparedhtse who rely on different sources of funds for

their working capital whose businesses are stagnant

According to Ondieki and Mugambi (2013), loans gedrby SACCOs have considerable impact
on the performance of small scale businesses. They out that SACCO loans are used by
small scale businesses practitioners to increaseéheim stock with the sole objective of
minimizing stock outs. They also stated that SACQEant relatively similar size of loans in
relation to the savings of the members and thatimedized loans do facilitate the growth of
small scale businesses since they enable the merdbercquire enough operating capital to

cover up their business expenses.
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In relation to the above finding, Karuma (2011)oafbund out that SACCOs do offer affordable
loans to their clients and that the loans are slidesil loans which do support the low income
groups and small scale enterprises by ensuring aasssibility to finance since members can

access loans within limited time that make themettgyand manage their businesses with ease.

Similarly Bwama and Mwakujonga (2013) identifiecattSACCO funds in form of loans are
now the predominant form of external financing famall and micro enterprises in most
developing countries. This is because most findnostitutions especially banks have tight
conditions when granting loans to their clients d@nerefore members of SACCOs do prefer
borrowing from their associations since they careintbe conditions required. The two also
identified that SACCO funding inform of loans existtwo forms that is to say individual and
group loans which do enable the micro and smalksenterprises to increase on their real assets

and thereby improving on their performance.

Contrary to the above views, Tushabomwe (2006)tifilet that the size of loans advanced by
micro finance institutions especially SACCOs arsuificient and too small to purchase major
assets required to improve on the performance aflsuale businesses. His argument is based
on the ground that savings by members is not seffienough to grant big amount of loans and
this therefore leave the SACCOs with no option tugrant the same amount in relation to the
savings of members which does not cause a conbideiraprovement in the performance of
small scale businesses. This implies that the sscalle business practitioners cannot purchase

real assets such as land, buildings among othexgp@and on the scale of their operation.
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Mwangi (2011) argues that Micro businesses terftht@ a poor collateral base and therefore get
excluded from the credit market. The study contthteeassert that even when their asset base is
rich, property rights problems reduce the colldteadue of such assets. He continues to say that
where entrepreneurs can successfully seek outtcriedm formal sources, they may not
bother to borrow because of limited ability domprehend debt management and costs of
borrowings, fear related to potential hiddenstsppreviously disastrous experiences with
financial services, presence surrogates suclsawings and credit associations, and cultura
norms that discourage borrowing. The mere psef financial services even within very
close proximity does not therefore guarantee thmashel for and use of credit. The credit
seeking decision is a three-stage process, indhsesthat enterprises have first to decide on

whether or not they need credit.

Further still, Madaga (2012) asserts that highregerates on loans to small scale enterprise
means that the cost of borrowing is high and thuenef such enterprise make returns there is
the likelihood that the returns may just eodvering the costs of borrowing. The study
further elaborates that sometimes the marketh®BMESs products may be scarce hence even if
the loans have been utilized properly, stile little returns goes back to paying the
micro finance institution and thus little or nsurplus is available for reinvesting in the

enterprise’s operations.

This therefore implies that there is no universabwledge and understanding on whether the
nature and size of loans advanced by SACCOs doowepon the performance of small scale
business in Uganda and hence the need to investilgat further which this study will try to

address.

29



24  Interest ratesand the performance of small scale businesses

According to Galor (2010), SACCOs charge two défdrinterest rates that is to say, Interest
rate on savings by members and interest rates ooviogs/ loans. He asserted that interest
rates charged on loans are usually lower as comgarether commercial financial institutions

and micro finance institutions. He stated thatrede rate is calculated using the total interest
paid on the loans granted by the fund must cowetdtal amount of interest paid to members on
their savings as well as the firms operating cbke lower interest rate charged on loans enable
most members to seek services of their respect@C®s than other financial institutions and

that the lower interest rate is favorable to mosalé scale business practitioners.

Similarly Onwonga and Kabura (2013) identified tB&CCOs charge a relatively lower interest
rates to its members as compared to other micamdi@ institutions and banks as well. These
lower interest rates especially on loans enablellsscale business practitioners to have a
competitive advantage over their competitors whaodoow from other financial institutions.

The two further explained that lower interest radésSACCOs on loans enable businesses to
expand their scale of operation using the borrovitedd and pay the loans in later time.

Therefore most of the small scale business praxtts re-invest such loans in expanding their

businesses.

In contrary to the above scholars, Tushabomwe (RAB&greed with the view that interest rate
charged by SACCOs improve on the performance oflsuoale business. He stated that micro-
finance institutions especially SACCOs do chargghhinterest rate of 2% per month which
when calculated for the whole year it is 24% oa lbans borrowed which is a little bit higher

than that of other micro-finance and commercialkisan
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He further stated that micro and small scale bgsitave little assets that they can sell in order
to pay the loans borrowed because the interest fatee them to pay more than what they had
initially borrowed and this therefore results ifdtmited growth and survival of small scale

businesses.

Similarly Mwangi (2011) argues that the issue ighhinterest rates being charged on borrowers
of funds has posed a great problem to owners whoody borrow in small amounts. This has
led to either closure or stagnation of their bussnand those who have not began the business

end up not starting one because of lack of lactapital.

In addition, Makorere (2014) affirms that most betbusiness ventures were constrained to
growth due to high interest rate. He continues sayb that interest rate imposed on principal
amount seems to be high compared to the market pnd yet the grace period is too short
compared with the nature of the business with @mlyy days to start to pay the first installment

from date loan received is not enough and that nsamll scale business practitioners complains

on interest rate saying it is too high and givessritchallenges during loan repayments.

This therefore implies that there is no generalvidedge on whether the interest rates charged
by SACCOs improve on the performance of small stalsinesses or retards their growth
because most of the scholars have failed to establclear relationship between the interest rate

charged and performance of small scale businedsies this study will try to address.

25  Savings by membersand the performance of small scale businesses

According to DAI (2010) as cited in Odokonyero (2plsavings and credit together should
result in asset accumulation. The study continaeargue that the group savings support the
protection of income and better household mgament of income and assets across time,
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while credit from the group supports increasesigoime. This was affirmed bdyladaga (2012)
who says thaSavings mobilization has been recognized as a nfajge in Microfinance.
Microfinance institutions plays a significant rdle fostering savings amongst the Small scale
business which results in considerable benefith bo the small scale business and Micro
finance institutions. Savings enables the Smallesbasiness to get further loans as Micro
finance institutions use financial statements t® Bew such a small scale business have been
savings. Savings also enables the Micro financetutisn to put the small resources from the
small scale business and thereafter form amounht#rmabe advanced to small scale enterprise in

form of loans.

In relation to the above, Salasala (2013) the moéjective of SACCOs is to mobilize savings
for the purpose of creating credits to its memlztrhe competitive rates of interest. SACCOs
mobilize savings from members in order to createoemmon pool of funds which are then
granted to the members in form of loans at a faldwer interest. The savings enables
households and businesses to store their moneyniora secured manner and allows the money
to be put to use by lending to individuals or epttises to finance investment thus encouraging

capital accumulation and promoting the private@edévelopment like businesses.

Similarly Mwakajumilo (2011) observed that SACCOavé had a substantial role in the
mobilization and allocation of otherwise untappedaurces. That rural-based SACCO schemes
operate under a saving first arrangement wherebgngial borrowers have to pay cash deposit
before they can apply to borrow a maximum of twibe amount they have saved with the
program. This therefore enables the members whe lhégh savings to access a reasonable

amount of loans since loan size is tied to the arhofisavings by each member.
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He further asserted that outreach in providingisesssuch as loans and savings improve on the
performance and growth prospects of enterprises macomes, social welfare and wealth of the
poor (improve the standard of living) and henceirggsimprove on the performance of small
scale businesses by providing a secure savings toembers and charge high interest on saving

of the members.

In relation to the above findings, Galor (2010)etiathat it is a cooperative which encourage its
members to save money and enable them to obtairs [teat they may require for various
purpose from their accumulated savings. This tloeeeprovides an indication of the two main
tasks performed by cooperatives. The first tastoignable members to save their money on
regular basis, or according to their needs. The Ipeesnsave their money within the frame work
of the cooperative while being aware that he/sheregeive a suitable return for his effort in
form of interest on saving. He further stated floatSACCOSs to encourage more savings, it is
desirable to pay members interest at a higher ttetg that obtainable at any other type of
financial institution which will motivate the memiseto preferably save with his/her own

SACCO and thereby increasing savings.

In contrary to the above findings, Muzinduki (20G8%agreed with the view that savings by

members improve on the performance of small scatnbsses. He stated that some SACCO
members are poor and therefore find it difficuliieet the compulsory saving requirements and
those who save less get less amount of credit weadmot help in any substantial investments.
The poor individuals referred to are those withatigely micro sized businesses as compared to
their counter parts within the SACCO. This therefareans that members with low savings are
not entitled to large sums of loans and therefaok lenough capital based to improve on the

performance of their businesses.
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This therefore implies that there is no common wstdeding as far as savings by members and
the performance of small scale business is condeffgs is due to the fact that the previous
scholars have failed to establish the relationsieippveen the two of which this study will try to

rectify these gap.

2.6 Conclusion

The section covered the different scholars who heed to establish the relationship between
SACCO and the performance of small scale busines$@sever, most of the scholars have
failed to clearly establish the relationship betwdlee nature and size of loans, interest rates
charged by SACCOs and savings by members as diamensf SACCO and the performance of
small scale businesses in Uganda. The researcbhefdhe has noted this gap with a lot of
concern and will try to clearly establish the nelaship between SACCO and the performance of
small scale businesses and whether the differenemBions improve or retard the growth of

small scale businesses in Uganda in this study.
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CHAPTER THREE
RESEARCH METHODOL OGY

3.0 Introduction

This chapter deals with the data collection toorevguestionnaires. The questionnaires was
analyzed by use of SPSS and presented inform tEsta@nd figures. The research is based on a
case study and uses descriptive statistics withtgative approach as the basic approach and the
research took a short period of time since crosso®l time dimension is used. The researcher
has cited all the articles used in the study, sbugh formal introduction letter from the

university and ensured confidentiality in the detdlected from the respondents as part of the

ethical considerations in this study.

3.1 Research design

The researcher used a case study design. This giweric description of a part of the
population called the sample on the basis of tha ttabe collected. Bell (1989) says a case
study aims at obtaining information that can belyaeal, patterns extracted and comparisons
made for the purpose of clarification and provis@inbasis for making decision. Quantitative
approach was adopted in this study. Quantitatiy@ageh is adopted in this research because it
will enable the researcher to present data in arg#ise manner and generate a list of figures
and tables in the study. Onchangwa, G and Memig20E2) also used descriptive statistics with
only quantitative approach in their study and walde to get the data required from the

respondents.
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Cross sectional time dimension has been adoptetthifostudy because the study is expected to
take a short period of time and data collectiorglygsis and reporting is done in a single period

and therefore cross sectional time dimension ialide

3.2 Study population

The study was heterogeneous covering both the amefemale clients and staff members of
ATC SACCO and the members and practitioners of Isseale businesses. The unit of analysis
for the study was small scale business in Adjundgstrict that are members of Adjumani Town
Council SACCO and they borrow funds from the SACO®e unit of inquiry included the
respondents to the research tools for example wreers of the small scale businesses and the
staff members of the SACCO. According to the Mama@gdjumani Town Council SACCO
(2015), the SACCO has a total of 10 staff membeid 200 borrowers as it stands. However
from the 900 borrowers only 300 members are regidtevith the SACCO as the practitioner of
small scale business and therefore the reseacimerested in only studying the members who
are operating small scale business and thereftotabpopulation of 310 shall be used for the

study.

3.3 Study area

The study was conducted in Adjumani district lodatethe northern part of Uganda. It is about
352.45km north from the capital Kampala. The cdsdysis based at Adjumani Town Council

SACCO which is next to Adjumani District police sten along Adjumani-Moyo road.

Adjumani Town Council SACCO is a service providingganization offering services like
savings, credit provision, business management skiltl training, safeguarding all kind of
documents, advisory services and mobile money&svi
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The study was based in this area because the cheeavants to interact with the small scale
businesses practitioners directly and staff and agament team of ATC SACCO. Since
Adjumani is the home district of the researcheis thill also help minimize other costs like

transport and accommodation.

34  Samplesize

Scientific model developed by Krejcie and Morga®7Q) for determining sample size was
used in this study. Where N is the total populateodd S is the sample size which will be
estimated and read from the table that the twodeagsloped which is composed of population
size and their corresponding sample size. A tatatlver of 172 respondents shall respond to the

research tools.

Table 3.1: Population and the sample size for the study

Categories Population(N) Samplesize (S)
Staff members 10 10+310x172= 06
Clients with business 300 300-e%172= 166
TOTAL 31 172

Source: Manager ATC SACCO (2015)

3.5  Sampling techniques

The researcher used both probability and non-pibtyagampling technique. Stratified random
sampling and purposive sampling techniques weral.ushkis is because stratified random
sampling will enable the researcher to represeetip groups from the sample proportionally

in form of strata while purposive technique willadte the researcher to ensure balance among
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the sample sizes since multiple groups will be deté for the study such as the management
team and staff members of Adjumani Town Council 8 members of the SACCO and the
practitioners of small scale business. Purposiveptiag also enables the researcher to select
specific staff members who are directing involvadigsuing out loans to the practitioners of

small scale business.

3.6 Data sour ces

The researcher used both primary and secondarysdataes to obtain information. Primary data
is obtained directly from the field by subjectingetdata collection tools to the respondents
which is composed of the employees and practitomérsmall scale businesSome of the
respondents who were able to interpret and follbes questions in the questionnaires were
guided by the researcher to deliver the requiréarmmation. Secondary dats obtained from
available the literatures such as journals, goventrpublications, articles and records of small

scale business practitioners and Adjumani Town CbSACCO.

3.7 M ethods of data collection

3.7.1 Questionnaires

Closed questionnaires were employed so as to nediservariables of the study and because
data is to be collected from a large sample inaatgberiod of time and due to the fact that most

of the respondents could read and write.

3.8 Dataanalysisand presentation

3.8.1 Dataanalysis

The researcher used SPSS 16.0 to analyze theauesties for quantitative data collected.
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All filled questionnaires were entered in SPSSvearfe after reviewing them for completeness,
adequacy and consistency. Because the questiosnagee administered by the researcher
himself, there were no irrelevant data. This wasabee a researcher would leave a respondent
after clarifying on the responses that were narcl&€his made the cleaning exercise during the
data entry and data cleaning after entry easy. whss followed by data analysis. Kyokutamba

(2011) also used SPSS for quantitative data arsadysl was able to obtain the required data.

3.8.2 Data presentation

The quantitative data analyzed was presented in fdrtables and figures. Kimeli et al (2012)
says that quantitative data and qualitative datalsa presented in form of figures, tables and

graphs as this presentation gives clear understgradithe findings of the study.

3.9  Quality assurance

39.1 Validity

The researcher subjected the draft tool such astiQuneaires to experts, his fellow students and
to the supervisor. Some of the experts includeepndineurs who have knowledge in business,
experts in cooperatives management among othergmdhid way validity is attained. According

to Kiprono (2012), validity deals with how accwdhe instrument represent the variables of the
study and that If a method is valid then diffeesn results between individuals or groups or
organizations can be taken as representing trierelifices in the characteristics under study. The
study further asserts that the experts looked atyeguestion in the questionnaire and made

appropriate recommendations which were taken mproving the instrument.
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392 Réliability

The researcher employed a test and re-test methodllecting the data using the same tools for
two consecutive periods so as to achieve relighiitthe study. According to Patton (2002) as
cited in Moshi (2011), a good research study magtgareful attention on how measurement is
being done and therefore test and re-test methoddHte used in order to ensure reliability in

research.

3.10 Measurement of variables

The researcher used Likert model of measuring dr@bles of the study. The variables of the
study were SACCOQO'’s and performance of small scanesses. Bertram (2009) stated that a
Likert scale is a psychometric response scale pilynased to obtain participants preferences or
degree of agreement with a statement or set admstaits. The researcher will use 5 point scale
ranging from “strongly disagree” on one end todatly agree” on the other with “neither agree
nor disagree” in the middle of the scale. Thisasduse the Likert scale is simple to construct, it
is likely to produce a highly reliable scale andyto read and complete for participants. The
scale will be given numbers say 1,2,3,4 and 5. Sda¢e will be composed of strongly disagree,

disagree, neither agree nor disagree, agree anmstragree.

3.11 Ethical issues

All the academic sources used in this study wetredcas a way of acknowledging that the
information herein does not entirely belong to tkeeearcher but other people’s articles and

publications were as well used.
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The researcher got formal permission from the usitieand granted formal introduction letter
from the university introducing him to ATC SACCO astudent of Uganda Martyrs University

in need of information from their organization.

Permission was sought from the general manageif&f BACCO in order to get access to their
information. Consent of the members of SACCOs amders of small scale businesses was first
sought before being subject to interviews and gj\gouestionnaires to them. Oral consent was

obtained from the respondents before inquiring@ata from them as per the study is concerned.

The researcher secured voluntary participationroviding responses to the research tools. A
statement requesting the compliance of the respusdeas clearly stated on top of each

research tool.

Unauthorized people will not have access to the dad word of assurance of confidentiality
that the data being accessed shall be kept cotitadleo the researcher was given to the

respondents. The respondents had the freedomdeeiggems they wish not to respond to.

3.12 Study limitation
Short time dimension, cross-sectional study wasl asel this therefore means the research was
conducted for a short period and thus the reseadide’t get in depth knowledge about the

study.

The research design used may not be appropriaigndesjuired for this study and this therefore
implies that the data analysis and presentationmoaype accurate as well and therefore will lead

to wrong conclusion and findings.

The sample size to be studied may be too smalllwinieans there are high chances of errors and

thus inappropriate conclusions may be reached #idyesearcher.

41



CHAPTER FOUR

PRESENTATION, ANALYSISAND DISCUSSION OF FINDINGS

40 Introduction

This chapter presents the findings of the studg,fthdings relating to the discussion, analysis
and presentation as revealed by the field dateaell by the researcher. Both primary and
secondary data were used. The findings are presengeercentage tables and bar graphs and pie
charts. Discussion and analysis of the differeapoases to some key questions is also done in

this chapter and this is done in reference to tin@ysobjectives.

4.1  Questionnaire Return Rate

In this study, the sample size is172 consequegtlgstionnaires were issued to respondents, out
of which 130 questionnaires were returned tramgja#i return rate of 75.6%. The table below

show the details of questionnaires dispatched anuaded.

Table 4.1: Responserate

Respondents No. ddlivered No. returned Returnrate
Staff members 06 06 100%
Clients operating 166 124 74.7%

small scale businesses

TOTAL 172 130 75.6%

Source: primary data, 2015
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According to Kothari, (2004) as cited in Akisa, {3), any response rate more than 70% is
sufficient to give reliable analysis of the datagented and therefore the response rate of 75.6%

is sufficient enough to give reliable results of thata presented.

4.2  General Background Information

This section presents the general characterisfiaheo respondents. These include; sex, age
brackets, educational level of clients and managenstaff. These are presented in the

subsequent sections.

4.2.1 Background information about clients and practitioners of small scale businesses

The researcher selected both the clients and staffibers of the SACCO for this study as
indicated in the sample size. Background informmatielating to clients and practitioners of

small scale businesses are presented in the sudrdesgpctions below.

4.2.1.1 Gender Distribution of the clients

The study established the extent to which clieseduthe services offered by SACCO. Table 4.2

below shows the results.

Table 4.2: Gender Distribution of clients

Gender Frequency Percentage
Male 45 36.3
Female 79 63.7
Total 124 100.0

Source: Primary data, 2015
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From the table 4.2 above, 36.3% of the respondehts attended SACCO services were male
and 63.7% of the respondents who attended SACCucssrwere female. This implies that
most of the people who attend SACCO services aosktithat operate small scale businesses in
the study area were female.

4.2.1.2 Marital status of respondents

The study also established the marital statusettients who are accessing the services of the
SACCO. The purpose of this is to establish whetharital status have influence especially in
acquisition of loans, loan repayment, having ¢etks to borrow and savings with the SACCO.

Table 4.3: Frequency distribution for marital status of respondents

Marital status Freqog Percentage
Single 31 25.0
Married 73 58.9
Student 20 16.1
Total 124 100.0

Source primary data, 2015

From table 4.3 above, 58.9% of the clients wereiedr25% of the respondents were single and
16.1% of the respondents were students. This isyghat on average, married clients in the
study area were seen to be the biggest categqgrgayle who attend the SACCO services and

are seen as clients with collaterals and have god gepayment records as compared to singles.
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4.2.1.3 Age Bracket of Clients of the SACCO

The study also established the different age btacké the clients of the SACCO who are
involved in businesses. Table 4.4 below showseéhalts.

Table 4.4: Frequency distribution for age groups of clients

Age bracket Frequency Percentage
15-20 06 4.8
21-30 33 26.6
31-40 63 50.8
41-above 22 17.7
Total 124 100.0

Source primary data, 2015

From table 4.4 above, 50.8% represented the aggdiraf (31-40) years, 26.6% represented the
age bracket of (21-30) years, 17.7% represente@ddbebracket of (41-above) years and 4.8%
represented the age bracket of (15-20) years.sigusfies that majority of the respondents in the
study area were in the dynamic, enterprising, tadkng and working class age of (31-40) years.
They have the potential to grow their savings andestment and consequently support

themselves, the company and the economy at large.
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4.2.1.4 Education Background of the Respondents

The study tried to establish whether there is & between SACCO services and educational
levels. The level of education was included to hitl@ researcher find out the ability of the
respondents to interpret information given to th@mcerning savings. The results are shown in

the table below.

Table 4.5: Freguency distribution for educational levels of clients

Education reluency Percentage
PLE 73 8.9

UCE 28 @2.
UACE 17 13.7
Tertiary 06 84.

Total 124 100.0

Source primary data, 2015

From table 4.5 above, 58.9% of the clients wera sedave stopped their education at primary
level, 22.6% of the clients were seen to be in Radi or secondary level, 13.7% of the clients
were seen to be in Advanced or High level and 4d8%e clients were seen to be in tertiary
level of education. This implies that most of thierds in the study area who accessed SACCO
services were falling in the primary level or PLE@gping and thus most of the clients were of a

lower level who never taken higher levels of Edigrat
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4.2.1.5 Period of Joining the SACCO

The period of joining the SACCO helped the researdo know whether the number of

members that join the SACCOs is improving overton@ot. The table below shows the results.

Table 4.6: Frequency distribution for period when clients joined the SACCO

Period Frequency Percentage
1 year ago 22 17.7

2 years ago 18 14.5

3 years ago 55 44.4
Above 3 years back 9 2 23.4
Total 124 100.0

Source primary data, 2015

From table 4.6 above, it can be seen that the lomasber of people who joined the SACCO
was 14.5% while the highest number of clients teehjained the SACCO was 3years ago which
represents 44.4% of the total clients of the SACO®@e reason given was that most people were
enlightened about SACCO services during that peead thus the increase. However the
number of clients with small scale businesses Idokse gradually increasing with 17.7% over

the past one year as compared to two years babkol4.
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4.2.1.6 Clientsoperating small scale businesses beforejoining the SACCO

The study also established the number of clients wére operating small scale business before
joining the SACCO and those clients who never haglriess before joining the SACCO. This is
necessary in order to establish how the SACCOnefideng the clients in terms of business start

ups. The results are shown in the table below.

Table 4.7: Frequency distribution for clients with business ventures

Business Frequency Percentage
Yes 94 75.8

No 30 24.2

Total 124 100.0

Source primary data, 2015

From table 4.7 above, 75.8% of the clients operatade businesses before joining SACCO
while 24.2% argued that they actually had no bssineefore SACCO. This implies that on

average many clients in the study area were agtdalhg business before joining the SACCO.

48



4.2.1.7 Accessto start up capital

The study established the sources of fund thatctiemts used as start up capital for their

businesses. This is to enable the researcher &ablisst whether the clients are familiar with

financial services even before joining the SACC®@e Table below shows the results.

Table 4.8: Frequency distribution for sources of capital used by clients

capital Frequency Percentage
Friends and family 11 8.9
Personal savings 94 75.8
Borrowings from other financial institutions 19 15.3
Total 124 100.0

Source primary data, 2015

From table 4.8 above, 15.3% of the clients argined they accessed start-up capital through

borrowings from other Financial institutions, 75.8¥%the clients argued that they accessed them

through personal savings while 8.9% accessed them friends and family. This therefore

implies that most of the clients in the study dnage got a good savings culture and are familiar

with financial institutions and the services beprgvided.
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4.2.1.8 Type of businesses engaged in by clients

The study also established the type of businesagauyin by the clients as this enables the
researcher to determine which business is mos#yated by the clients on a small scale. The
results are shown in the table below.

Table 4.9: Frequency distribution for types of businesses clients engaged in by clients

Type Frequency featage
Wholesale 04 3.2
Retail shop 50 40.3
Service provider 27 21.8
Agricultural products 24 9.4
Others 19 15.3
Total 124 100.0

Source primary data, 2015

From table 4.9 above, 21.8% of the clients engagedervice provider businesses such as
restaurants, bars, salons, motor cyclists (bodas)pd0.3% of the clients engaged in retail shop
businesses, 3.2% engaged in wholesale busine$d8p bf the clients are involved in selling

agricultural products such as food crops, livestgigs among others while 15.3% engaged in
other businesses such as brick laying, grain mgilloonstruction among others. This implies that
most of the clients in the study area had theieregt in retail businesses before the SACCO
services and thus the business types the clieetsnaplved in are typical of a small scale

business operator. This finding is in line with Muga (2011) who found out that most of the

small scale practitioners actually operate retailps.
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4.2.1.9 Number of People Employed In the Business

The study established the number of employees gmglby the clients in their business. This is
to enable the researcher to establish whetherinidenfis confer to the definition of small scale

businesses. The results are summarized below.

Table 4.10: Frequency distribution for the number of people employed by clients

Number Frequency Perceatag
1-5 72 58.1
6-10 35 28.2
11-15 15 12.1

16 and above 02 1.6
Total 124 100.0

Source primary data, 2015

From the table 4.10 above, 58.1% of the clientd 8wt they employ between 1-5 people in their
business, 28.2% of the businesses employ betwdéhp&ople in their business while only 15
(12.1%) businesses employ between 11-15 peoplealydl.6% of the business employ more
than 16 people. This means that small scale busssesmploy less people and this finding
supports UIA (2015) definition of small scale bwesses that it is one that employs from 5-50

people in the enterprise.
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4.2.1.10 Period spend in operating the business

The study also established the period the cligmgsitsin carrying out their businesses. This is to
enable the researcher to establish the level afrexqce the clients have in operating businesses.

The table below shows the results.

Table 4.11: Frequency distribution for the period clients spent on business

period Frequency Petaga
1-3 57 46.0
4-6 16 12.9
7-10 08 6.5
11 years and above 43 34.7
Total 124 100.0

Source primary data, 2015

From the table 4.11, 46% of the clients have beebusiness for 1-3 years now, 34.7% have
spent more than 11 years in business, while onl9%?2zhave been operating business for the
range of 4-6 years now and only 6.5% have beemsinbss for the last 7-10 years. This implies

that most of the clients at least have got expeésiin operating these small scale businesses.
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4.2.1.11 Annual Turnover in UGX

The study also found out the annual turnover o$ehemall scale businesses. This is to enable
the researcher to determine whether the businesseseally small scale in nature. The table

below shows the results on this.

Table 4.12: Frequency distribution for the annual turnover of small scale business

Turnover Frequency Percentage
1-5million 84 67.7
6-10million 34 27.4
11-20million 06 4.8

Total 124 100.0

Source primary data, 2015

From the table 4.12 it can be seen that 67.7%eotlients realize an annual turnover of between
1-5million, 27.4% realize a turnover of shs 6-7maill yearly while only 4.8% of the clients earn
more than shs11-20million yearly. This finding sagp URA (2011) that a small scale business

is one with a turnover of less than 50million shdk.
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4.2.1.12 Rating Of the L oan Services Provided By the SACCO

The study also established how the clients fourddhn services provided by the SACCO.

Table 4.13: Frequency distribution for rating loan services

Loans Frequency Peragpt
poor 06 4.8
Good 23 18.5
Very good 27 21.8
Excellent 68 54.8
Total 124 100.0

Source; primary data, 2015

From the table 4.13 above, 54.8% of the clienteedjithat the loan services provided by the
SACCO is excellent, 21.8% of the clients agreed tha loans of the SACCO is very good,
18.5% said that the SACCO gives a good loan whilly 4.8% of the clients stated that the
SACCO actually has got a poor loans services. iBhis line with Karuma (2013) who found out

that SACCOs provide appropriate and excellent kemices.
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4.2.2 Background infor mation about staff members of the SACCO

The researcher also issued questionnaires to dffens¢mbers and the information concerning
gender, period of joining the SACCO, interest ratéshe SACCO and criteria for accessing

loans are summarized below.

4.2.2.1 Gender Distribution of staff members

The study established the extent to which staff bemsiare involved in the services offered by

SACCO. Table 4.14 shows the results.

Table 4.14: Gender distribution of staff members

Gendel Freqay Percentage
Male 4 66.7
Female 2 33.3
Total 6 100.0

Source primary data, 2015

From the table 4.14 above, 66.7% of the respondehtsoffered SACCO services were male
and 33.3% of the respondents who offered SACCOaEwvere female. This implies that most

of the people who offer SACCO services in the staicda were male.

55



4.2.2.2 Period the staff membersstarted working in the SACCO

The study also established the period the staff Ineesnjoined the SACCO. The purpose of this
is to track the labour turnover and whether the S8Cis increasing its number of staff. The
table below shows the results.

Table 4.15: Frequency distribution for the period staff membersjoined the SACCO

Period Frequency Percentage
1 year ago 2 33.3

2 years ago 1 16.7

3 years ago 1 16.7
Above 3 years back 2 33.3
Total 06 100.0

Source primary data, 2015

From table 4.15, it can be seen that the SACCOthadame number of staff members who
were recruited 4 years back and those ones who neereited a year ago all standing at 33.3%.
While there were also the same staff numbers wimegbthe SACCO 2 years and 3 years back
standing at 16.7%. This implies that most of theffsinembers in the study area have got
experience in providing SACCO products to the ¢fesnd that the SACCO has got low staff

turnover.
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4.2.2.3 Criterionsfor accessing loansfrom the SACCO

The staff members of the SACCO were asked whetemetwas criteria for accessing loans

from the SACCO and the results are summarizeddrrdguency table below.

Table 4.16: Frequency distribution for criteria for loans

Criterions frequency percentage
Yes 6 0010
Total 6 100.0

Source primary data, 2015
From the table above it can be seen that 100%eo$tif members agreed that the SACCO has
got criterion that are followed when dispatching @accessing loans from the SACCO.

4.2.2.4 Ranking of small scale businessesin the provision of loans by the SACCO

The researcher also subjected the staff membet'edFBACCO to question regarding how they

rank small scale business when providing loanfi¢octients and the results are summarized in

the frequency table below.

Table 4.17: Frequency distribution for ranking SACCO in provision of loans

Priority Frequency Percentage
Priority one 04 66.7
Priority two 02 33.3
Total 06 100.0

Source primary data, 2015

57



From the table 4.17 above it can be seen that 6@f7%e staff members agreed that clients
operating small scale businesses are their fiistity when dispatching out loans while 33.3%
of the staff members had different view that cleeaperating small scale businesses are ranked
second in the provision of loans.

4.2.2.5 Interest rate charged by the SACCO

The researcher also established the interest cagged on business loans by the SACCO and
the results are shown in the frequency table below.

Table 4.18: Frequency distribution for interest rates charged by the SACCO

Interest frequency percentage
3% 6 100.0
Total 6 100.0

Source primary data, 2015

From the table above 100% of the staff membersiomarsly agreed that the SACCO charges
an interest rate of 3% per month on the micro mssirloans granted to the operators of small

scale businesses.
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4.2.2.6 Loans advanced to clients

The researcher also established whether loansdaemeed by the SACCO to its clients and the
results is shown in table 4.19.

Table 4.19: Frequency distribution for loans advanced

Loans Frequency Percentage
Yes 05 3.8

No 01 6.1

Total 06 010

Source primary data, 2015

From table 4.19 above it can be viewed that 83a3%he respondents agreed that the loans
advanced by the SACCO depends on one’s savinge WhilF% of the respondents had opposite
view that loans advance to clients with small s¢alsinesses do not actually depend on one’s
savings.

4.3 Quantitative analysis and presentation of study objectives

The analysis of the study objectives are done gy afsdescriptive statistics. Mean, standard
deviation, maximum values and minimum values aexlis analyse the information provided

by the respondents.

4.3.1 Loan size and the performance of small scale businesses

The average mean for the study was determined ubedikert scale and thus the average is

3.00. The results on the loan size are summarietshb
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Table 4.20: Descriptive statistics for loan size and performance of small scale business

Statements N Minimum Maximum Mean  Std. Deviation

1.the SACCO provides sufficient loans 412 2 5 4.63 727
2. Access to loans is easy 124 1 5 453 737
3. loan repayment influence Operations 24 1 1 5 2.02 1.203
4. loans of the SACCO is a necessity 124 2 5 4.23 1.098
5. the SACCO offers different loans 124 3 5 4.77 527

Source primary data, 2015

4.3.1.1 The SACCO provides sufficient loans

The table 4.20 above shows that majority of th@oadents seem to agree with the statement
that SACCOs provide sufficient loans for small schlisinesses. This can be seen by the mean
of 4.63 which is above the average scale of 3.0afh some of the respondents had different
views as shown by the standard deviation from teamof 0.727. This finding supports Karuma
(2011), who argues that SACCOs do offer afforddtdes to their clients and that the loans are

subsidized loans which support low income groupmbksamall scale enterprises.

This is also supported by Ondieki and Mugambi (30hat SACCOs grant relatively similar
size of loans in relation to the savings of the rbera and that medium sized loans do facilitate

the growth of small scale businesses. However Taghae (2006) content that the size of loans
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advanced by micro finance institutions especialyCEOs are insufficient and too small to

purchase major assets required to improve on tHerpgance of small scale businesses.

4.3.1.2 Access to loans

The table 4.20 above shows that majority of tlepeadents agreed with the statement that it is
easy to obtain loans from SACCOs and this can be bg the mean of 4.53 which is above the
average of 3.00 However some of the respondewtslifferent views as shown by the standard
deviation of 0 .737. This finding supports Mwang012) who argues that the basic procedures
for accessing loans from SACCOs basically depemdshe clients ability to fulfill the required
eligibility and follow all the necessary procedurem filling forms up to processing the

payments.

4.3.1.3 Loan repayment and operations of small scale enterprises

The table 4.20 above shows that most of the respdadad a divergent view on the statement
that loan repayment has influence on the operatdribeir businesses. This can be seen from
the mean of 2.02 which is below the average of & thus implying that they have disagreed
with the statement although some respondents tgdadvn understandings and views as shown
by the standard deviation of 1.203.This finding inscontrary to Madaga (2013) who affirms

that high interest rates on loans to small scalerprise means that the cost of borrowing is high
and thus even if such enterprise make returnsether the likelihood that the returns may

just end covering the costs of borrowing.
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4.3.1.4 SACCO loans ar e a necessity

The table 4.20 above shows that majority of th&poadents had responses related to the
statement that SACCO loans are necessity to swalk Husinesses and this can be traced from
the mean of 4.23 which is above the average of Bdever some respondents had different
views as shown by the standard deviation from tleanmby 1.09. This finding is in support of
Ondieki and Mugambi (2013) who found out that SAC@Gfans are used by small scale
businesses practitioners to increase on their stottk the sole objective of minimizing stock
outs and Akisa (2013) also asserted that most efettitrepreneurs depend mainly on micro

finance institutions for their working capital.

4.3.1.5 SACCOsoffer different loans

The table 4.20 above shows that majority of trspoadents seem to agree with the statement
that SACCOs offer different types of loans to thdients with a mean of 4.77 although some
respondents had different views and this can be Been the standard deviation of 0.527. This
finding is in support of Obwokor (2011), who assdhat Credit schemes provided by SACCOs
exist in different forms and they include; IndivadiBusiness Loans, Individual personal Loans,
asset Loans, salary loans, agricultural loans, 8dees Loans, and any other loans approved by

the Board.

4.3.2 Interest rates and perfor mance of small scale businesses

There was need to find out how interest rates emte the performance of small scale
businesses. Different statements concerning irites#es were subjected to the respondents

through the questionnaires and their response®eoeded in the table below.
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A mean above 3.00 means that the respondents lgaeedawith the statement and any mean

below 3.00 means that the respondents are in @éisagmt with the statements.

Table 4.21: Descriptive statistics of interest rates and performance of small scale business

Statements N Minimum Maximum Mean  Std. Deviation

1.the SACCO charges appropriate interest 4 12 1 5 3.94 1.357

Rates on loans

2. Interest rate Influence on operations 124 1 5 2.19 1.334

3. interest rates influence 124 1 5 4.39 1.124

Borrowings from the SACCO

Source primary data, 2015

4.3.2.1 SACCO charges appropriate interest rates

The table 4.21 above shows that majority of thepoedents agreed on the statement that
SACCOs charge appropriate interest rates as shgwthébmean (3.94) which is above 3.00
however some of the respondents had different viesssshown by the standard deviation
(2.357). This finding supports Onwonga and KabwW@1B) that SACCOs charge relatively
lower interest rates to its members as comparedhir micro finance institutions and banks as
well. However in contrary, Tushabomwe (2006) disad with the statement that SACCOs
charge lower interest rates and he stated thatriitance institutions especially SACCOs do

charge high interest rate of 2% per month whiclenvbalculated for the whole year it is 24%

63



on the loans borrowed which is a little bit high#wyan that of other micro-finance and

commercial banks.

4.3.2.2 Interest ratesand small scale business operations

The table 4.21 above shows that the respondesagmried with the statement that interest rates
of SACCOs have got influence on the operationsnudilsscale businesses. This can be viewed
from the mean (2.19) which is below the averagema#&.00. However some respondents seem
to have different views as shown by the standawiatlen of 1.334 from the mean. This finding

is supported by Galor (2010) who concluded that ithtarest rates charged on loans are usually
lower as compared to other commercial financidalitingons and micro finance institutions and

that that the lower interest rate is favorable tistrsmall scale business practitioners. In contrary
however, Mwangi (2011) argues that the issue dh imgerest rates being charged on borrowers

of funds has posed a great problem to owners wh@gly borrow in small amounts.

4.3.2.3 Interest ratesinfluence borrowings from SACCOs

The table 4.21 above shows that majority of tlspoadents seem to agree on the statement that
interest rate influences borrowing needs from tA€SO. This can be viewed from the mean of
4.39 which is above the average however some ofefigondents had different understanding

and views as shown by the standard deviation @4lfdfom the mean.

4.3.3 Savings and Performance of Small Scale Businesses

There was need by the researcher to establish ehetvings with SACCOs has got a
relationship with the performance of small scalesibesses and therefore statements were

formulated by the researcher in the questionnait@sh was then issued to the respondents to
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answer. The result on whether savings has an mfkieon the performance of small scale

businesses is summarized in the table below.

Table 4.22: Descriptive statistics of savings and performance of small scale businesses

Statements N Minimum Maximum Mean  Std. Deviation
1.savings enable clients to obtain loans 124 4 5 4.81 397
2. borrowings depend on savings 124 2 5 4.66 .649
3. savings enables capital accumulation 24 1 2 5 4.52 591
4. the SACCO has many savings products 124 3 5 72, 534

Source; primary data, 2015

4.3.3.1 Savings facilitates acquisition of loans from SACCOs

The table 4.22 above shows that majority of theardents are in agreement with the statement
that savings enables clients to obtain loans fré@@S0s as shown by the mean of 4.81 which is
above the average mean of 3.00 however some r@spnhad different views as indicated by
the standard deviation of 0.397. This finding supp@/OCCU (2012) report that savings are the

primary means of securing funds to make loans abiglto the members.

In contrary however, Muzinduki (2008) who statedttS8ACCO members are poor and therefore
find it difficult to meet the compulsory saving rtegements and those who save less get less

amount of credit which cannot help in any subsgimivestments.
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4.3.3.2 Borrowings from SACCOs Depends On Savings

The table 4.22 above shows that majority of tlspoadents are in agreement with the statement
that borrowings from SACCOs depends on savingeahdne must save some amount in his/her
account before he/she can borrow and this findengvidenced by the mean of 4.66 which is
above the average mean of 3.00 however some aefipondents had different views as shown
by the standard deviation of 0.649. This findingmarts Mwakajumilo, (2011) who affirms that
potential borrowers have to pay cash deposit betoeg can apply to borrow a maximum of

twice the amount they have saved with the program.

4.3.3.3 Savings and Capital Accumulation

The table 4.22 above shows that majority of tlspoadents are in agreement with the statement
that savings enables capital accumulation as shxythe mean of 4.52 which is above 3.00 the
average mean however some clients had differemtsvées evidenced by the standard deviation
of 0.591. This finding is in support of Lwogaadt (1999) who affirms that savings is used to
finance emergencies, consumption smoothing, anlat@zcumulation to meet life cycle needs

and events, financing opportunities and to finataiéy expenditures.

4.3.3.4 Savings Products

The table 4.22 above shows that majority of thepoadents are in agreement with the statement
that SACCOs have got many savings products as shgwhe mean of 4.72 which is greater
than 3.00 although some of the respondents haveretit views as shown by the standard
deviation of 0.534. This finding supports WOCCUQ12) report which affirms that there are

different types of savings products such as spetaafet savings account, regular/ personal
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savings account, group savings, youth savings atcooandatory share accounts, voluntary

savings, and fixed deposit accounts among others.

4.4 Performance of Small Scale Businesses

There was need for the researcher to establishmimsures of performance for small scale
businesses and therefore the variables of sadgsdiiy and asset base are tested and the findings

are summarized below.

4.4.1 Sales as a M easur e of Performance of Small Scale Businesses

The researcher presented a questionnaire to tHesrake practitioners with different statements
relating to sales as a measure of performance afl sgale businesses and the results on these
are summarized in the table below. A mean abov@ Briplies that the respondents are in
agreement with the statement and a mean less th@nrplies that the respondents are not in

agreement with the statement.

Table 4.23: Descriptive statistics of sales asa measure of performance

Statements N Minimum Maximum Mean  Std. Deviation

1.the business makes sales 124 4 5 481 .397
2. the sales have increased overtime 124 2 5 4.66 .649
3. sales lower costs of business 124 2 5 4.52 .591

Source; primary data, 2015
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4.4.1.1 Business makes sales

The table 4.23 above shows that majority of thepoadents are in agreement with the statement
that their businesses makes sales as shown by ¢a@ wf 4.81 which is greater than 3.00
however some respondents have divergent views@snshy the standard deviation of 0.397.
This finding is in support of Johnson and Tian @0Othat when sales increase, revenue turnover
of the firm is high which means the firm is expamglits level of output and thus an indicator of

better performance.

4.4.1.2 Business Sales I ncreased Overtime

The table 4.23 shows that majority of the respotdle@gree that their business sales have
increased overtime and this can be seen from thennoé 4.66 which is greater than 3.00
however some respondents had different views asrshg the standard deviation of 0.649. The
finding is in of support Bagozzi (1999) as citedkiyokutamba (2011) who argues that a firm is

said to be performing better if its sales volummgseasing over time.

4.4.1.3 Sales Reduces Business Costs

The table 4.23 above shows that majority of thpoadents are in agreement with the statement
that sales reduces their business costs as showrebyean of 4.52 however some respondents

have got different views as shown by the standaxdation.

4.4.2 Liquidity asa Measur e of Performance of Small Scale Businesses

There was need for the researcher to find out vemnelilquidity acts as a good measure of

performance for small scale businesses or not. Méawe 3.00 means that the respondents are
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in agreement and a mean below 3.00 means thaefpemdents are not in agreement with the

statement. The descriptive statistics table beloows the findings.

Table 4.24: Descriptive statistics of liquidity asa measure of performance

Statements N Minimum Maximum Mean  Std. Deviation

1.the business is liquid 124 2 5 411 .998
2. the business meets its costs sufficiently 124 2 5 4.08 1.056
3. business meets its cost when they fall dud 24 2 5 3.94 1.065

Source; primary data, 2015

4.4.2.1 TheBusinessIsLiquid

The table 4.24 above shows that majority of theparedents are in agreement that their
businesses are liquid in nature as shown by thenrokd.11 which is greater than 3.00 however
some respondents had different views as showndgtdndard deviation of 0.998. This finding

supports Maes et al (2000) as cited in Kyokutan2fd 1), who argues that a business will face
financial problems if the funds are not availaldepty off these debts and therefore must be in

position to pay off its debts thus a good meastipedormance.

4.4.2.2 Business M eets | ts Costs Sufficiently

The table 4.24 above shows that majority of tpoadents are in agreement with the statement
that their businesses meet their costs suffigieadIshown by the mean of 4.08 which is greater
than 3.00 however other respondents had differientsvas indicated by the standard deviation

of 1.056.The finding is in support of Mugerwa (20who argues that a firm must be in
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position to meet its financial obligations as tti@y due, without disrupting the normal ongoing

operations of the business.

4.4.2.3 Business M eets Costs When They Fall Due

The table 4.24 above shows that majority of thepeadents are in agreement with the statement
that their businesses meets its costs even whgrfahelue probably because of good planning
and good record keeping and this is shown by thanna 3.94 which is greater than 3.00
however other respondents had different views aw/slby the standard deviation of 1.065 from
the mean. This finding supports Williams (2004)ondffirms that liquidity measures the degree
to which debt obligations coming due to next 12 thercan be paid from cash or assets that will

be turned into cash.

4.4.3 Asset Base as a M easur e of Performance of Small Scale Businesses

The researcher thought it necessary to find outtlvdneasset base can be a good measure of
performance of small scale businesses. The findingahether asset base is a good measure of

performance or not are summarized in the tablevelo

Table 4.25: Descriptive statistics of asset base as a measure of performance of small scale
business

Statements N Minimum Maximum Mean  Std. Deviation
1.the business has assets 124 1 5 3.74 1.349
2. the business assets have increased overtirh24 1 5 3.48 1.259
3. business assets has sufficient value 124 1 5 3.76 1.358

Source; primary data, 2015
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4.4.3.1 Business Has Assets

The table 4.25 above shows that majority of thgpordents seem to have agreed with the
statement that their businesses have got assetsoas by the mean of 3.74 which is greater
than 3.00 however other respondents had differmwss this can be seen from the standard
deviation of 1.349 from the mean. This finding nissupport of Johnson and Tian (2000) who
found out that the expansion of an enterprise iasueed in terms of the rate at which its assets

are growing.

4.4.3.2 Business Assets Have | ncreased Overtime

The table 4.25 above shows that majority of thepoadents are in agreement with the statement
that their business assets have increased ovedsmghown by the mean of 3.48 above the
average mean of 3.00 although some respondents duvdlifferent views as shown by the
standard deviation of 1.259 from the mean. Thiglifig supports Campbell (2004) as cited in
Kyokutamba (2011) who argues that it is the inaeas asset base that indicates that the

enterprise’s performance is effective and efficient

4.4.3.3 Business Assets Possess Sufficient Value

The table 4.25 above shows that majority of tlspoadents are in agreement with the statement
relating to business assets possessing sufficaoe\and this can be seen from the mean of 3.76
above the average mean of 3.00 however some respisndad different views as shown by the

standard deviation of 1.358.

71



CHAPTER FIVE

SUMMARY, CONCLUSIONSAND RECOMMENDATIONS

5.0 Introduction

This chapter presents the summary, conclusions r@edmmendations on SACCO and
performance of small scale businesses based dimthegs of the case study. The basis of the
summary, conclusion and recommendations is to a$srg SACCOs influence the performance
of small scale businesses in terms of loan sizerast rates and savings. The summary,
conclusions and recommendations were based ontudg ebjectives both specific and broad

objectives.

51  Summary of findings

The findings of this study are presented accordmghe study objectives. Summary of the

findings are discussed below;

5.1.1 Loan size and performance of small scale businesses

The findings reveal that loans provided by SACC@slients are sufficient to their businesses.
The findings further reveal that access to loanSSACCOs is easy as well as the SACCOs
provide a wide range of loan products to its cBe@imilarly the findings reveal that SACCO

loans are a necessity to small scale businessitpyaets. However the study discovered that

loan repayment has no influence on the performaheenall scale businesses.
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5.1.2 Interest ratesand performance of small scale businesses

Based on the findings, interest rates charged b &8s are appropriate for the clients. It was
also found out that interest rates on loans dahawe influence on the operations of small scale
businesses. The findings further revealed thatawongs from the SACCO depend on interest
rates as high interest rates discourage client® foorrowings and low interest rate compels

clients to borrow more.

5.1.3 Savingsand perfor mance of small scale businesses

Based on the findings, savings facilitates acqarsiof loans from the SACCO. Similarly it was
found out that borrowings from the SACCO dependsavings and that savings enables capital
accumulation. Furthermore, the findings shows thatSACCO has got many saving products

that client can choose from.

52 Conclusions

Based on the findings, it can be said that the SBC@ovides sufficient loans for the
practitioners of small scale businesses and SAGE20s| are necessary to small scale business
practitioners as it helps them to expand theirkstecale of operation and improve their working

capital since the loan repayment does not haveantie on their operations.

The study found out that interest rates chargeth®ySACCO on loans is appropriate, it does not
have influence on the operations of small scalénlesses and that borrowing from the SACCO
depends on the interest rates charged. This imghlegsthe SACCO charges lower interest rates

as compared to other micro finance institutionthastudy area.
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Savings with the SACCO enables one to borrow infofloans/ credit, savings facilitate capital
accumulation since the members are in positionutoagide some money for future use which
can be used for various purposes such as payirgpkfdes, expanding on the existing stock of

the enterprise and acquisition of assets for tierpnse.

On SACCO and performance of small scale businessean be said the SACCO facilitates

performance of small scale businesses by providuifficient loans that can be used to expand
the stock and improve on the liquidity of the eptese, by providing loans at lower interest rates
to the clients and by providing saving servicest #aables the practitioners of small scale

businesses to accumulate capital and use it tarecouore business assets.

53 Recommendations

Savings and credit cooperatives should carry oaluation on whether the loans it grants to its
clients are really serving the intended purposéss & because the clients sometimes divert the

loan from original purposes and this has an impaaepayment.

Savings and credit cooperatives should conductitrgiand sensitization of the clients especially
those operating small scale businesses and thi® liesin line with business management skills.
This is necessary because most of the clients asenpf people who dropped out of school at

the lower levels and thus lack basic skills concgyitheir business management.

Savings and credit cooperatives should reduce themum requirements for members to access
credit facilities such as having securities, havangertain number of shares to access credit and
having a stated amount in ones savings accountdardo borrow. This is because some

members are not in position to buy more shareshgstare interested in borrowing.
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Based on the research findings, the younger geoer&nds to be ignored. Therefore, it is
necessary that SACCOs target these people as they o bad memories about saving and
hence their willingness to save will always be haglong as they are taught the reasons of

savings.

54  Areasfor further study

Access to finance and performance of small scaknbases this is because the study only
considered a SACCO yet there are other financgltutions such as micro finance institutions

and commercial banks where small scale businesseaacess funds from.

Micro credit and performance of small scale busessbecause small scale businesses need
micro loans in order to improve on their performamot only loans provided by SACCOs but

by other micro finance institutions

Further studies can still be conducted on SACCQk @erformance of small scale businesses

covering a wider area as compared to this studghlwbinly covered one SACCO in one district.
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APPENDIX I: QUESTIONNAIRE FOR THE SMALL SCALE BUSINESS OWNERS

| am Ajugo Richard Severy a student of Uganda Martyrs University-Nkozi pumgu a
bachelor's degree in Business Administration anach&dgment. As a partial requirement for the
award of degree in Business Administration and Menzent, am required to carry out a
research on my area of interest and its upon tackdround that am conducting research on
Savings and Credit Co-operatives(SACCOs) and the Performance of Small Scale Business

in Uganda. You have been selected as one of my key resptsdenthis study because |
strongly believe that you have got the necessdoyrmation required for the study. | request that

you to spare some time and fill in the necessdoramation in this questionnaire.

The information given will be purely for academiarposes and will be treated with a lot of

confidentiality. Thank you for your time and coogison.
SECTION A: BACKGROUND INFORMATION
Please tick in the appropriate box and where plesaibte in the blank space provided.

1 Gender

a) Male b) fema

2) Marital status

a) Single b) marri Cc) studen

3) Age bracket

a) 15-20 b) 21- c) 31-40 d) 41-ubo

4) What is your highest level of education attdihe

a) PLE b) UCH c) UAC d) Tertiar

5) When did you join the SACCO?

a) 1yearag b) 2years ) 3years ag d) above 3years




6) Were you having any business/ shop before jgithie SACCO?

If yes how did you get the startup capital?

7)

a) Yes

a) From friends and famil
Financial institution

d) Others specify

b) N

What type of business are you in?

a) Wholesalg

d) Agricultural products

b) persosaing

b) retail sh

d) borrowings from other

C) service provider,

e) others

If service provider please specify the servicaadpprovided...............cooevvii i,

8) How many people do you employ in your business?

9)

a) 1-5

b) 6-1

c) 11

d) 16 and aboy

How long have you been in this business?

a) 1-3years

b) 4-5ye

6-d)0 year9 d) 11 years and ab

10) What is your current annual turnover in UGX?

a) Less than 5M

b) 5-10

) 1¢-20M d) 21-50

11) How do you rate the loan services providedheySACCO?

a) Poo

b) Gog

c) Very good

d) Excellen




SECTION B: SACCO AND THE PERFORMANCE OF SMALL SCALE BUSINESS

On a scale of 1-5, tick in the appropriate box ow lyou strongly agree or disagree with the

statements given below.

Scale 5 4 3 2 1
Particulars Strongly Agree Not Sure Disagree Strongly
Agree Disagree

OBJECTIVE 1LOAN SIZE AND PERFORMANCE OF SMALL SCALE BUSINESS

STATEMENT

SA A

NS

D SD

The SACCO provide sufficient loans for my business

Access to loans of the SACCO is easy

Loan repayment has influenced my operation

Loans of the SACCO is a necessity to my business

The SACCO offers different types of loans

OBJECTIVE 2INTEREST RATESAND PERFORMANCE OF SMALL SCALE

BUSINESS

STATEMENT

SA | A

NS

The SACCO charges appropriate interest ratesamslo

Interest rates on loans have influence on my legsin

operations

Interest rates influence borrowing from the SACCO




OBJECTIVE 3 SAVINGSAND THE PERFORMANCE OF SMALL SCALE BUSINESS

STATEMENT SA A NS D SD

Savings enabled me to obtain loans from the
SACCO

My Borrowings depend on my savings

Savings with the SACCO enabled me to

accumulate capital for my business

The SACCO has many saving products

SECTION C: PERFORMANCE OF SMALL SCALE BUSINESSES

SALES'TURNOVER ASA MEASURE OF PERFORMANCE OF SMALL SCALE
BUSINESS

STATEMENT SA A NS D SD

My business makes sales

My sales have increased over time

My sales lower my costs

LIQUIDITY ASA MEASURE OF PERFORMANCE OF SMALL SCALE BUSINESS

STATEMENT SA A NS D SD

My business is liquid

My business meets its costs sufficiently

My business meets its costs whether they fal
due




ASSET BASE ASA MEASURE OF PERFORMANCE OF SMALL SCALE BUSINESS

STATEMENT SA A NS D SD

My business has assets

My business assets has increased overtime

My business assets possess sufficient valye

Thank you for your cor poration.



APPENDIX I1: QUESTIONNAIRE FOR THE STAFF MEMBERSOFATC SACCO

| am Ajugo Richard Severy a student of Uganda Martyrs University-Nkozi pumgu a
bachelor's degree in Business Administration anach&dgment. As a partial requirement for the
award of degree in Business Administration and Menzent, am required to carry out a
research on my area of interest and its upon tackdround that am conducting research on
Savings and Credit Co-operatives(SACCOs) and the Performance of Small Scale Business

in Uganda. You have been selected as one of my key resptsdenthis study because |
strongly believe that you have got the necessdoyrmation required for the study. | request that

you to spare some time and fill in the necessdoramation in this questionnaire.

The information given will be purely for academiarposes and will be treated with a lot of

confidentiality. Thank you for your time and coogton (Pleasetick in the appropriate box)

1. Gender a) male b) Female

2. When did you join the organization?

a) lyear bac b) 2years c) 3 years ba

d) 4 years and above a

3. Are the criterions for obtaining your servicesiéy met by the small scale businesses?

a) Yes b) No

4. How does your organization rank small scalermsses in the provision of loans?

a) 1% priority b)" priority c)8 priority d) % priority

5. What is the interest rate offered by your orgation to small scale businesses?..................

Is it a flat rate? a) Yq b)

6. Does the size of loans advanced to members tnyorganization depend on his/her savings

held with your organization?

a) Yes b) Nc




APPENDIX I11: KREJICE AND MORGAN SAMPLING TABLE

N S N S N S N S N S

10 10 100 80 280 162 800 260 2800 338
15 14 110 86 290 165 850 265 3000 341
20 19 120 92 300 169 900 26¢ 3500 246
25 24 130 97 320 175 950 274 4000 351
30 28 140 103 340 181 100¢ 278 4500 351
35 32 150 108 360 186 110¢ 28% 5000 357
40 36 160 113 380 181 120( 291 6000 361
45 40 180 118 400 196 130¢ 297 7000 364
50 44 190 123 420 201 140( 302 8000 367
55 48 200 127 440 205 150( 306 9000 368
60 52 210 132 460 210 160( 31( 10000 373
65 56 220 136 480 214 170( 313 15000 3715
70 59 230 140 500 217 180( 317 20000 317
75 63 240 144 550 225 190( 32( 30000 3719
80 66 250 148 600 234 200( 322 40000 380
85 70 260 152 650 242 220( 327 50000 381
90 73 270 155 700 248 240( 331 75000 382
95 76 270 159 750 256 260( SST 100000384

Note: “N”is population size

Activities”, Educational and Psychological Measuesin1970.

“S” is sample size.
From: Krejcie, Robert V., Morgan, Daryle W., “Dat@ning Sample Size for Research




APPENDIX IV: INTRODUCTION LETTER FROM THE UNIVERSITY

Uﬁda
artyrs
Univcrsity

making a difference

Office of the Dean
Faculty of Business Administration and Management

Your ref.:
Our ref:
Nkozi. 5" January, 2015

To Whom it may Concern

Dear Sir/Madam.
Re: Assistance for Research:

Greetings and best wishes from Uganda Martyrs University.

— P ]
This is to introduce to you AJ‘JW K!U/WL'D\’\(\D So/ErRN who is a student of Uganda
Martyrs University. As part of the requirements for the award of the Degree of Bachelor of Business
Administration and Management of the University, the student is required to submit a dissertation
which involves a field research on a selected case study such as a firm. governmental or non
governmental organization, financial or other institutions.

The purpose of this letter is to request you permit and facilitate the student in this survey. Your support

will be greatly appreciated.

Thank you in advance.

(UGANDA MARTYRS)

UNIVERSITY i
D

Yours Sincerely, OFFICE OF THE DEA

!
E
H
|
{
J A

Uganda Martyrs University P.O. Box 5498 - Kampala - Uganda
Tel: (+256)038-410603 Fax: (+256) 038-410100 E-mail: bam@umu.ac.ug



