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CHAPTER ONE 

1.0. Background of the study 
Savings and Credit Co-operatives (SACCOs) are community membership based financial 

institutions that are formed and owned by their members in promotion of their economic interests 

(Nuwagaba, 2012). According to Owen (2007), SACCOs offer a much broader range of services 

to broader clientele. Deposit services offered typically include business accounts, savings 

accounts, and fixed deposits. SACCCOs also offer both non-financial and financial services to its 

members. Its non-financial services are critical to the sector. These services include 

representation, advocacy, education and training, and business plan development and 

consultancy services. Its financial services include savings, credit and insurance products. 

The small fanners who have limited access to commercial bank deposit and credit, other private 

banks and the high interest rates charged by non-institutional lenders were important factors that 

lead governments and donors to promote alternative rural saving and credit institutions 

(cooperatives) in developing countries. In many countries, government support and significant 

donor involvement helped set up specialized agricultural financial institutions such as 

development banks, agricultural banks and land banks. However, the expectation that these 

institutions would provide easier access to smaller farmers has often not materialized. The 

distribution of credit by government owned or sponsored rural financial institutions have 

frequently been skewed in favor of the wealthier and more influential fanners. 

The agricultural development banks and other rural lenders, frequently failure to reach low

income producers with affordable credit have led to a search for other anangements to achieve 

this objective. Saving and credit cooperatives have been ascribed the potential to reach low

income producers with affordable credit because the processing of one large loan rather than 

numerous small loans may' allow for savings in administrative costs (Huppi and Feder, 1989). In 

recent years, economists, international organizations, and governments in developing countries 

have placed increasing emphasis on the mobilization of deposits, not only to increase domestic 

savings to achieve sustained economic growth and development, but also to strengthen domestic 

financial intermediaries (Admass and Vogel, 1986; Besley, I 995). 
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Germany was the first country in the world to apply the principle of cooperation in the field of 

saving and credit. The cooperative saving and credit movement was staited in Ge1111any in the 

middle of the I 9th century. At that time, the economic condition of German was extremely 

deplorable and the peasants and aitisans felt crushed under the heavy weight of indebtedness. 

Jews rule over the market and the poor laborers and farmers had no way out to buy aiticles of 

their requirement from them and sell their product to them. Hence, German laborers and peasants 

were passing such bad time. Raiffeisen tries to reduce the suffering of the people who are living 

in rural areas while Schulze adopted the new measures for giving relief to the people in the urban 

areas (John, l 986). 

SACCOs are promoted not only for money; they contribute to the promotion of total human 

development. SACCOs develop people's minds by providing motivation, creating initiative, 

promoting self-development and self-reliance and providing leadership. They also develop 

material well-being by raisin6 the living standards of members, making possible regular savings 

and wise use of money, providing loans at low interest rate and by making possible economic 

emancipation of members (Dejene, 1993). 

The first SACCO Society, in Africa, was introduced in Ghana in I 959. The SACCO was 

intended to assist villagers improve their economic conditions (Ng'ombe &amp; Mikwamba, 

2004). English speaking nations were the first to adopt SACCOs. The first entrants into SACCO 

community include Ghana, Uganda, Nigeria, Tanzania, and Kenya. Most of the Non-English 

speaking nations in Africa started appreciating SACCOs in 1960s, with major influx into 

SACCO community in 1970s (Mwakajumilo, 201l). Cooperatives have been an impo1tant part 

of development of DRC since 1956. But cooperatives have recently started to growth and 

nowadays serve around the same number of clients as conuncrcial banks. 

For several years the financial sector in the Democratic Republic of the Congo (DRC) has been 

expanding. New microfinance institutions and savings and loan associations are being formed, 

and a number of commercial banks are gradually discovering micro, small and medium-sized 

ente1vrises (MSMEs) as a target group. Even so. the financial sector is still severely 

underdeveloped. The total capital of the Congolese banking sector is about half the average for 

sub-Saharan Africa. The range of financial services is also extremely narrow, and only 5% of the 

population have a bank account. According to the World Bank's Doing Business Report 2013, 
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the DRC ranks 176 of 185 countries in the category 'Ease of getting credit'. This rating is based 

mainly on available credit information and the legal rights of financial institutions and their 

customers. 

Goma is a city in the eastern Democratic Republic of the Congo. It is located on the n011hem 

shore of Lake Kivu, next to the Rwandan city of Gisenyi. The lake and the two cities are in the 

Albcrtme Rift, the western branch of the East African Rift system. Gama Ees only 13 to 18 km 

due south of the crater of the active Nyiragongo Volcano. The recent history ofGoma has been 

dominated by the volcano and the Rwandan Genocide of I 994, which in turn fuelled the First 

and Second Congo Wars. The aftem1ath of these events was still having effects on the city and 

its smTOundings in 2010. The city was captured by rebels during the M23 rebellion in late 2012, 

but has since been retaken by government forces. 

Goma is the capital of the No11h Kivu province, which is ethnically similar and neighboring to 

South Kivu (with the capital Bukavu); together the two provinces are known as "the Kivus. 

SACCO's play an imp01tant role in the development of •~conomy of DRC in general and Goma 

town in particular. There have been concerted efforts by government to improve livelihood of 

citizens of Gama. One of the strategies employed by government to improve livelihood of 

citizens was the promotion of Savings and Credit Cooperatives so that people can have access to 

loans easily. Although the existence of numerous SACCO's and merits attributed to SACCO's 

poverty still high in the town with a majority of the population living below the poverty line that 

is one dollar a day. 

1. 1. Statement of the problem 
In the Democratic Republic of Congo (D.R. Congo), SACCO's are rapidly developing. The 

country counts currently 120 Savings and Credit Cooperatives (SACCO) with about 759,100 

clients who have access to microfinance services that have a credit po11folio of USD 63.1 

millions of majority clients' /beneficiaries low-income earners (Schwarz, 2011 ). Despite the 

numerous merits attributed to SACCO services, the level of poveity in D.R. Congo is still high, 

with more than 70 percent of the population living below the poveity line (iess than USD 1 a 

day). In 2005, the DRC ranked 1_ 67th out of 177 countries; in 2008, it ranked 168th out of 177 

countries, and from 2010 to 2012, it ranked 186th out of 187 countries (Human Development 

Repmi, 2012). In Goma, microfinance institutions are rapidly developing, although the level of 
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poveiiy is still high with 64 percent of the population liv ing in conditions of extreme pove1iy 

(DSCRP, 2011 ). Households are the main sector for the consumption of an economy. They 

supply the facto r services to the firm in the form of production like land, labor, capital. They 

purchase all the final goods and services produced by the firms from the markets directly. 

Therefore, the research will investigate the impact of SACCO ' s on the growth of incomes and 

consumption of household ~n Goma, DRC. 

1.2. Objectives of the study : 
The study examined the impact of SACCO's on growth of incomes and consumption of people 

in DRC, a case study of Goma town. 

1.3. Specific objectives 
I. To examine the impact ofSACCO's on income and consumption of members 

2. To identify the purpose of loans given by SACCO ' s to its members 

3. To examine the relationsh,ip between income grow th and consumption growth. 

1.4. Research questions 
I. What is the impact of SACCO 's on income and consumption growth of members? 

2. What is the purpose of loans given by SACCO 's to members? 

3. What is the relationship between income growth and consumption growth? 

1.5. Scope of the study 
Content scop e, the study was mainly based on the impact of SACCO's on income and 

consumption growth. Geographical scope, the study was carried out in Goma town, located in 

the eastern part of DRC. Time scope, the time period fo r w hich the study covered was from 

January to march 201 7. 

1.6. Significance of the study 
The study ~uggested some way ,of using SACCO 's financial services to enhance the level of 

income and consumption of people. It will help the government and po licy makers to recognize 

the importance of SACCO's in the amelioration of the economy. 

To students and scholar who intend to widen their knowledge in the study of the impact of 

SACCO' s on econom y growth, this study will help as reference. 
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CHAPTER TWO 

LITERATURE REVIEW 

Saccos have risen from being rural-based financial institutions to organizations with loan books 

translating into billions of shillings. Saccos have played an important role in uplifting lives in the 

community through financial inclusion. Their existence cannot be pointed to development, but 

they exist as a result of robust economic growth oppo1tunities like an informed youth population 

and flexible ·laws, easing the admission of members to societies (Lasches, 200 l ). 

The Sacco system is believed to grow faster in the next 5-10 years. The vision 2030 blue print in 

DRC recognizes Sacco societies as impo1iant players in deepening financial access to mobilize 

savings for investments in enteq,rises and personal development. The Sacco business, like the 

banking business thrives on trust and confidence of the depositors and investors. The growth of 

Saccos shows how imp01ian1 they are in providing affordable financial services to DRC ns. 

Regardless ofDRC 's eco110mic status, Saccos have made access to savings and credit easier, for 

the middle and low income segment for both house hold and ente1vrise development (World 

Bank, 2011 ). 

Saccos in the country have accumulated 35% of the countries national savings, clearly the need 

more recognition for the role they play in DRC. Sasra (Societies Regulatory Authority) is a 

statutory body by the government formed in 2009 through the societies Act (CAP 490), and has 

played a vital role in licensing, regulating, and supervising deposit taking microfinance 

institutions (Mamman, 20 I 0). The existence of Saccos has been made possible by cheap loans it 

offers to members, for instance a small scale farmer is able to educate his children and invest on 

new fam1ing techniques to improve their lives. Saccos have helped members save and borrow in 

tum, therefore empowering their social economic stand. From farmers, employees to the DRC ns 

living in diaspora they are now able to be par! of this organization. The transp011 sector also 

joined the hand wagon by registering their own societies (Awoke, 2004). 

According to Bharadwaj (2012), Cooperative was founded from Latin word "co-operari" where 

'co' means together and 'operari' means working together. Working together for member is the 

initial concept of cooperatives. The Cooperative is a member centered business. SACCOs refer 
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to those financial institutions that offer small scale financial services, primary credit and savings 

services especially to people who operate or own small enterprises which produce, recycle, 

repair or sell goods or services to other individuals and groups at the local level of 

developing countries both rural and urban (Robinson, 2006). 

According to Getachew (2006), SACCOs or Credit Unions have been developed to meet the 

fundamental human need to find a way of saving and borrowing methods without taking risks 

and without handing over too much power to a moneylender. They were invented in south 

Germany in 1846 at the time of agricultural crisis and continues heavy drought in Europe, by two 

community business leaders: Freidrich W. Reifeisen and Herman schultze- Delitsche, who are 

considered as the founding fathers of the saving and credit cooperatives (SACCO) movement: 

Herman schultze Delitsche, who established a saving and credit cooperatives for miuor m1isans 

and the urban middle classes, and Freidrich Reifeisen, the founder of the rural saving and credit 

cooperatives. 

In Italy, Luigi Luzzatti established saving and credit cooperatives, which combined the 

principles established by his two German predecessors. Both forms spread rapidly all over 

Europe, northern America, Latin America, and Asia from 1900 to 1930 and to Ghana by one 

Catholic Bishop. Today SACCO societies have significant role in empowering their members 

Socio-Economic Status all over the world. The International Cooperative Alliance (!CA) (I 995) 

defines a cooperative as "an autonomous association of persons united voluntarily to meet their 

common economic, social, and cultural needs and aspirations through a jointly-owned and 

democratically controlled ente1vrise··. The two fundamental function of a SACCO Society are 

financial intermediation and investment. 

As !CA ( 1995), the most basic function of SACCO Society is financial intermediation. That is 

bringing savers and borrowers together in a system that enables them to pool their money as 

savings and shares, and after capturing funds transforming into loans by calculating all of the 

costs of doing this business to make profitable/useful to both parties (the SACCO Societies and 

its members). SACCO Societies. as financial institutions can raise their funds internally (self

financing) and externally ( outside financing). However, SACCO Societies are basically advised 
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to finance themselves internally from members Savings, share mobilization and retained 

earnings, to avoid interference of decision on SACCO issue by fund owners, to be self-secured 

and sustainable in the future. 

Cooperative principles are guidelines by which cooperatives put their values into practice. 

According to Baarda (2006), cooperative principles are fondamental and immutable doctrine or 

tenet that defines and identifies distinctive characteristics of the cooperative organization. They 

are the settled mies of action and are identified as the coordinates that go to make a cooperative 

society and as such are indispensable. 

They were evolved out of experiments and practices, and represent the cooperative's philosophy, 

evolved by Rocha dale Pioneers, improved and embellished by movement and are recognized by 

the !CA congress. According to !CA ( 1995) the seven internationally recognized cooperative 

principles are: voluntary and open membership; democratic member control; member economic 

participation; autonomy ahd ·independence; provision of education, training and information; 

cooperation among cooperatives; and concern for the community. 

That means cooperatives are organizations for mutual benefit, where members own, control and 

benefit from the co-operational output. The objective is to first and foremost serve members' 

interests, rather than that of capital invested and to adopt democratic control for socio-economic 

output, to make distinctions between cooperatives and other forms of business. Cooperatives are 

based around the concepts of self-help, self-responsibility and self-organization (Cooperative 

Futures, 2006). 

Cooperative is community based business. The basic characteristics of cooperative that 

differentiate it from other type of business are its principle, values and norms. This basically 

orients general business toward community focused, member centered, democratically controlled 

and voting right assigned in membership rather than staking of shares (Birchall, 2003). 

Laidlaw ( 1974) examines the difference between cooperatives and other businesses in relation to 

three main groups of people responsible for bringing them into existence and keeping them in 

operation. The three groups are: the persons who own them (the shareholders, the investors), the 
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persons who control them (the effective decision makers) and the persons who use them (the 

customers). 

According to him, in typical capitalist business, especially large enterprise and multinational 

corporations, these three are separate and distinct groups. 

In small private business the sihrntion is generally much better because of the close connection 

between shareholders (investors) and control. In a small retail business, for example, the first two 

components are often ide11tical. ,But still the users, the customers, are a separate group. In a 

cooperative, all three are coming together to form a unity; those who own, those who control, 

and those who use are one. 

Cooperative touches no man's fortune, it seeks no plunder, it causes no disturbance in the 

society, it contemplates no violence, it subverts no order, it envies no dignity, and it asks no 

favor, it keeps no terms with the industrious. It means, self-help, self-dependence, and such share 

of the competence as labor, skill or thought can win and this it intends to have (ILO, 1997). 

Primitive concept of cooperative is related with religious, cultural, and political conditions. It is 

not formal. But the modem concept of cooperative is related to special way of doing business. It 

is formal (ICA, 1992). 

Development International Desjardins (2005), asserts that the fundamentals objectives of 

cooperative 'are to maximize "user" benefits to all members of the certain cooperatives according 

to their laid down principles and not to maximize profits as the case for profit making 

organizations. 

Savings and Credit Cooperative Society (SACCOS) is one type of cooperative societies with the 

principal objective of accumulating savings and create a source of credit to its members at a fair 

and reasonable rate of interest (URT, 2004). 

Credit: The terms loan and credit.are used interchangeably. The study adopts the credit definition 

of credit as an arrangement in which a lender gives money to a borrower, and the borrower 

agrees to repay the money, _usually along with interest, at some future in time (Aryeetey, 1995). 

Saving: A Savings is a program designed to encourage savings through small but regular 

deposits or automatic deduction from salaries or wages. Savings and credit scheme aims at 

poverty alleviation to the poor and law income families (Peace, 20 I I). 
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Savings and credit cooperatives are becoming a beacon of hope to the developing countries. 

These institutions grant loans to members at reasonable rates of interest in times of need. The 

lent money helps entrepreneurs in impoverished societies to start essential businesses in their 

communities (Guilford, 2007). 

Concept of consumption 

Consumption is the value of goods and services bought by people. Consumption is normally the 

largest GDP component. Many persons judge the economic performance of their country mainly 

in terms of consumption level and dynamics. In microeconomic terms, total consumption 

expenditure of one household is the sum, over a span of time and across all categories, of the 

value (i.e. price times quantity) of all varieties of goods and services purchased, where the 

quantity purchased depends on the consumption average dose times the number of consumption 

occasions (i.e. seized consumption opportunities). Macroeconomic consumption is the sum of the 

consumption of all households, keeping into account that households are not independent from 

each other but rather communicate and co-variate. 

Composition of consumption 
First, consumption may be divided according to the durability of the purchased objects. In this 

vein, a broad classification separates durable goods (as cars and television sets) from non-dnrable 

goods (as food) and from services (as restaurant expenditure). These three categories often show 

different paths of growth. Second, consumption is divided according to the needs it satisfies for 

example food, clothing, construction, health, education, etc. 

Determinants of consumption 
Current income level and dynamics is the most relevant determinant of consumption. Income 

comes from labor (employment and wages), capital (e.g. profits leading to dividends, rents, etc.), 

remittances from abroad. Income from consumer's cumulative bundle (including dividends and 

interests on wealth) provides an additional flow to available income. 

Cumulated savings in the past can be squeezed in case of necessity and give rise to a jump in 

consumption, similarly with what happens with wealth increase, due for instance to stock 

exchange boom or house prices boom. Family debt can be boosted to fund consumption, while 

repayments brake its dynamics. Expectations on future income, especially if concerning sho1t

term credible events, may also play an impo1tant role. 
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Concept of income 
In economics, "factor income" is the return accruing for a person, or a nation, derived from the 

"factors of production": rental income, wages generated by labor, the interest created by capital, 

and profits from entrepreneurial ventures. According to John Hicks'· definitions, income "is the 

maximum amount which can be spent during a period if there is to be an expectation of 

maintaining intact, the capital value of prospective receipts (in money terms). The estimation of 

income provides an extent to which a person or families can, on an ongoing basis, meet their 

cuiTent needs for goods and services. 

Role of SACCOS in income and consumption growth 
It is estimated that there are now over 760 million individuals who have chosen the cooperative 

advantages. Values, principles, ethics, and business competence constitute the cooperative 

advantages both for rnemb,er and forth the community in which they operate. Since cooperatives 

are member owned and ~ember controlled under democratic principles, they ce11ainly put 

people first. In many countries, cooperatives are in for front in the production and marketing of 

food staffs, electricity, and consumer goods as well as financial insurance and social services. 

Both directly and indirectly cooperatives help both member and employees to escape from 

poverty or to protect those of them who may be facing the risk of poverty (Imoisili, 200 I). 

According to Burt (1997), the b~nefit that cooperatives provide can be direct or indirect. Direct 

benefits may include better assurance of supply and access to markets, both of which can directly 

increase a business net income. The indirect benefit may include a great influence on input and 

output markets, improved qualities, better serv ices, increased business knowledge and 

participation in research and development. The cooperatives can increase members ' return in 

many ways such ways are, reducing cost and pricing. 

Moreover, as TCA ( 1997), state; the role of cooperative is to provide greater benefit to the 

members such as: increasing in9ividual income or enhancing a member' s way of living by 

providing impo1tant needed services. The cooperative may be a vehicle to obtain improved 

market or providing source of supply or other services, otherwise unavailable if members act 
; . ' 

alone. 
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II 

Relationship between income and consumption 

According to Hansen (1947), consumption is a function of income in the long as well as the sho11 

run. In his opinion, there is an upward secula:· drift of the consumption function. He concludes, 

however, that this upward drift could not occur except as a result of a secular rise of income. 

The new consumption theorists l have produced a theory of the consumption function that unifies 

the effects of asset holdings and measured income through the concept of normal or pem1anent 

income. 

Cave ( 1950) concludes that the consumption function varies cyclically, also has ce11ain 

theoretical implications relating to Keynesian theory. Brown (1952) states that the consumer 

theo,y finally selected is fitted to the observed Canadian data by first building around it a small 

macro model of the economy followed by simultaneous estimation of parameters. The goodness 

of fit is studied of first, the individual equations and then of the model treated as a whole. 

Finally, sho1t-run and long-nm multipliers are estimated for the complete model. Friedman 

( 1957) states that permanent consumption is a function of permanent income in the long-run. 

Farrell (1959) conclude that the hypothesis also has implications for the use of budget studies 

to throw light on conswnption behavior. 

We have seen that where the Friedman Effectis present and the Nonna! Income Hypothesis 

holds, a simple consumption. Heckman (1974) view earnings as resulting from a life cycle labor 

supply decision. If individuals are free to set their hours of work, and if wage rates change 

systematically over the life cycle, the path of consumption of market goods will depend on the 

wage rate at each age unless goods and leisure are independent of each other in utility. 

Davidsonet ·al. (1978) conclude.-that it is wo11h while trying to explain the completes of 

existing findings; that restrictions derived from economic theories can be valuable m 

econometric modeling incoITectly implemented to rc:strict the model but not the data; that 

seasonal adjustment of data can, confuse the selection of an appropriate dynamic 

specification; that "multicollinearity" 1s not necessarily resolved by restricting the 

parameter space rather than by enlarging it, and that econometric relationships can 

predict accurately over periods in which the behavior of the regressors is sufficiently 

different that mechanistic time-series methods will fail. 
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Cerroll (1996) conclude that ma\lY consumers ensure that retirements is taken care ofby joining 

a pension plan, buy a house, and then subject the post-pension-plan, post-m01igage-payment 

income and consumption streams to buffer-stock saving rules. Buffer-stock savers have a target 

wealth-to-permanent-income ratio such that, if wealth is below the target, the precautionary 

saving motive will dominate impatience and the consumer will save, while if wealth is above the 

target, impatience will dominate prudence and the consumer will disserve. 

Hall ( 1979) have the strong implication that beyond the next few quarters consumption should 

be treated as an exogenous variable. There is no point in forecasting future income and then 

relating it to income, since any information available today about future income is already 

incorporated in today's pennanent income. Cutler (2005) finds a stable relationship between 

consumption, labor income and wealth with plausible long-run estimates of the implied marginal 

propensity to consume out of income and wealth. 

Since independence, Cooperative movement in DRC has experienced tremendous growth and is 

actually ranked first in Africa (Sacco Societies Regulatory Authority, 201 1 ). It is entrenched in 

vi1iually all the sectors of the economy. Through the support of the government, the movement 

has produced some of the biggest players in provision of credit facilities to the rural and the poor 

population. In the mral areas, there has been an upsurge of SACCOs that are now playing an 

imp01tant role in enhancing economic growth and development. Since the f01malities involved in 

the formation of the SACCOs are simple, and due to their popularity, the government has 

continued to register more of these forms of organizations. 

Hanson et al., (2003) noted that although Cooperatives have been there for a long pove1iy is still 

prevalent amongst the rural population in DRC. These people still struggle to pay school fees for 

their children and some cannot afford the basic facilities like school fees and foodstuff 

(Wanyama, 2007). A SACCO is a form of organization registered under the Cooperative 

Societies Act. This Act was first enacted in parliament in 1966 but reviewed in 1997 and in 

2004. The Act allows at least ten people with a common objective to come together and register 

a Cooperative Society. A SACCO being one of the several types of Cooperatives is registered by 

at least ten people with a common objective of saving and then obtaining loans out of their 

savings (Kibaanga, 2003). 
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The main reason for the formation of a cooperative is to pull resources together with an intention 

of empowering their members. economically hence reduces poverty in general. In the developed 

countries like the United States, Cooperatives are mainly workers based where they have 

ventured into businesses in many different sectors and industries which include retail, healthcare, 

manufacturing, technology and education among others. They generate revenue for their 

members and hence create wealth. (Durden, Haight, Hanson et al., 2003). 

Cooperatives began by enabling people to raise themselves out of poverty and reduced the risks 

of vulnerability by providing pooling mechanisms for their resources and building up collective 

approaches to social protection. As the movement developed it became a means by which low 

and middle-income people continued to accumulate economic advantages (Smith, 2004). 

Cooperatives raised whole classes of people out of poverty and prevented them from slipping 

back into it. What of the experience in developing countries? The cooperative form was 

established early in the twentieth century by colonial governments who passed Cooperative 

statutes and set up cooperative registrar departments. 

Different scholars have different opinions as regards to the SACCOs as vehicles of wealth 

creation but have not really provided us with the real mason why these organizations have not 

succeeded in their task in rnral DRC and more so in Limuru Sub County. Turtiainen, (2008) 

observed that Cooperatives may prove to be a channel able to reach the poor. They provide 

facilities for savings enabling savers to gradually accumulate financial resources, purchase goods 

and make investment. Nembhard, (2005) asserts that Cooperatives have income and wealth 

benefits and spillover effects for their communities that include economic stability, recirculation 

of resources and accumulation of assets. This is a clear indication that SACCOs do not only 

benefit their members but aL,o the community through the "spill over" effect. Cooperatives are 

not designed to help the poor but are rather a chance of the pooling their resources (Munkner, 

2012). 

In the emerging economies, Cooperatives are entrenched in many sectors of the economy and 

have succeeded in creating wealth for the rural poor. In India, rural Cooperatives serve as a tool 

for providing a sustainable livelihood for millions of rural Indians who don't have a means of 

livelihood. Cooperative credit was perceived as a powerful tool for enhancing production, 
' 

productivity and for poverty alleviation (Chakraberty and Ghosh, 2009). A well-lmit and 
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efficiently organized Cooperative Society certainly promotes the economic standard of the rural 

masses. Cooperatives play a very significant role in the process of rural development (Porkodi 

and Aravazhi, 2013). 

In Goma town, the Peoples Housing Process (PHP) implemented in 1998 is conceptually a 

housing Cooperative which lead to Cooperatives being included as pa1i of the strategies for job 

creation in the Presidential Growth and Development summit of 2003 (Jacobs, 2011). Ghosh 

(2009) observed that the government has put in place various policies and resources to fight 

against poverty. Cooperatives are major players in poverty reduction and wealth creation. Kuria 

(2012) observes that Cooperatives have immense potential to deliver goods and services in areas 

where both public and private sectors have not ventured. 

They are recognized by the government to be major contributor to national development since 

they are found in all sectors of the economy. Cooperatives are found vi1iually in all sectors of the 

economy iii DRC. In some parts of the country, they have succeeded in empowering the 

members developed the area. A 'success story is Githunguri Dairy Farmers Cooperative Society 

in Kiambu County which'has transformed people's lives and has been used as a channel for 

creating wealth (Wanyama, 2007). 

A study by DRC Bankers Cooperative concluded that SACCOs are a tool in economic recovery 

and poverty reduction since they enable ease in accessing credit and other financial services in 

marginalized areas (Ntothia. 200 I). DRC Rural Enterprise Programme (K.rep) highlighted that 

micro and small enterprises hav'.e proved to empower and reduce poverty. Al eke ( 1995) as 

sighted by Tumaini (2011) observes that financial services give poor people the means to 

increase their assets and improve their living standards. 

Members usually invest in shares and also deposits in the SACCO. The level of investment for 

each member determines the size of loan which such a member will qualify. In many SACCOs, 

the maximum amount of loan will be the total shares plus the deposits multiplied by a factor. 

This then means that a member who has invested more in the SACCO will get a bigger loan 

which in return will create more wealth to him/her. If the average level of investment in the 

SACCOs is high in a certain region, then the wealth level will be high as compared with an area 

where the average investment level is low. Financial Cooperatives provide safe facilities for 
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savings, enabling savers to smooth consumption, prepare for emergencies, gradually accumulate 

financial res·ources, self-finance the purchase of durable goods, and make investments (Turto, 

2008). 

Savings and: credit cooperatives are the far most common financial cooperatives in rural areas 
' 

both in developed and developing countries. In SACCOs, the economic strength of members is 

determined by the share capital Qf each of them and also the amount of loans they bonow, thus, 
I 

the larger the share capital of each member in a SACCO the stronger the member economically. 

Therefore, the SACCO should continuously encourage members to increase their share capital 

and also to increase their borrowings so as to increase their economic strength. 

This is done through regular education meetings where members are educated on the products 
' 

and services offered by the SACC0. They are also educated about the benefits of the SACCO 

loans as compared with those from banks and other financial institutions since SACCO loans are 

always cheaper. Most SACCOs charge an interest rate of l % per month which is far below what 

banks charge on their loans (Nembhard, 2005). 
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CHAPTER THREE 

3.0 Research design 

This study followed a descriptive research desi!:,'11, whereby qualitative and quantitative research 

approaches were used to gain insight to variables; savings and credit cooperatives and growth of 

incomes. It was descriptive in that it desc1ibed the characteristics of respondents. The descriptive 

cotTelational design was used t,o dete1mine significant relationship between the savings and 

credit cooperatives and growth of incomes. It was cross-sectional in that data was collected from 

all respondents at one time. According to Cohen et al (2010), correlational research design is one 

in which measures of association are used to examine the relationship between the research 

variables. 

3.1 Study population 
The study or target population is the total number of all the items in the field inquiry therefore 

the study population was people of Gama. The target population in this study involved 500 

citizens in Goma town. 

3.2 Sample size 
The study used Slovene's fonnu la to arrive at the sample size. The sample size was computed 

using the Slovene' s formula below. 

\\'here: - (n) = N 

, 1 + N (e) 2 

Where: 

n = sample size 

' 
N = total population 

e = level of confidence, 0.05 

Using random sampling, a target population of 500 respondents will be taken. 

n will be =222 and e=0.05 
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Thus 

N 

n= l+N (a)2 

n= 

3.3 Sampling procedure 

500 

1+500 (0.05) 
n=222 

Simple random sampling and purposive sampling was used to select the respondents. Purposive 

sampling was used to select staff from Goma town and these included business people at 

difforent levels including sub-county levels. Simple random sampling was used to select the staff 

working in stores. This ensured 'that all top business people and lower level procurement staff 

were represented in the study and all had a chance of being selected to participate in this study as 

respondents. 

3.4 Research instruments 

3.4.1 Questionnaire 

A questionnaire was the rnaJor method used for dat,1 collection. The questionnaires were 

prefe1i-ed for this study because it enables the researcher reach a larger number of respondents 

within a short time, thus car make it easier to collect relevant information. The first section in 

the questionnaires was the face sheet to collect data on profile of respondents. The second 

section in the questionnaires was savings and credit cooperatives. 

The third section of the questionnaires had questions on growth of incomes and expenditures. 

All the questions were Likert Scaled on four points ranging from 1 = strongly disagree, 2 = 

disagree, 3 = agree, and 4 = strongly agree. 

The questionnaires contained close-ended questions to collect quantifiable data relevant for 

precise and effective correlation '6f research variables. They were preferred to save time, enable 

respondents;to easily fill out the questionnaires and keep them on the subject and relatively 

objective. 
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3.4. 2 Interviews 

The interv iew guide was used to collect key information about the study from key respondents 

who were some of the business people of Goma town. The respondents were asked questions 

including opinions on the subject matter. This aimed at collecting information that cannot be put 

down in writing. 

3.5 Validity and reliability of the instrument 

3.5.1 Validity 

Here the questio1maire was given to the lecturer ( expert) to judge the validity of questions 

according to the objectives. Aftei· the assessment of the questi01maire, the necessary adjustments 

was made bearing in mind the objectives of the study. Then a content validity index (CVI) was 

computed using the following formula, 

CVl=Number of items declared valid 
Total number of questions in the questionnaire 

A minimum of0.75 of CVI will be used to test validity of the research instrument 

3.5.2 Reliabi_lity 

To ensure the reliability of the instrument, the researcher used the test-retest method. The 

questi01maire was given to 10 people and after two weeks, the same questionnaire was given to 

the same people and the Cronbatch Alpha will be computed . using SPSS. The minimum 

Cronbatch Alpha coefficient of 0.75 was used to declare an instrument reliable (>0. 75). 

3.6 Data Analysis 

The frequency and percentage distribution were used to determine the demographic 

characteristics of the respondents. The mean and standard deviations were applied for the extent 

of savings and credit cooperatives and growth of incomes. An item analysis illustrated the 

strengths and weaknesses of the respondents based on savings and credit cooperatives and 

growth of incomes in terms of mean and rank. 
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3. 7 Limitations of the study 

In view of the following threats to validity, the researcher allowed 0.05 level of significance. 

Measures were also indicated in order to minimize if not to eradicate the threats to the validity of 

the findings of the study. 

I. Extraneous variables which were beyond the researcher's control such as respondent's 

honesty, personal biases, and uncontrolled setting of the study, this was solved by trying 

to read more literature concerning savings and credit cooperatives and growth of 

incomes. 

2. Testing the use of research assistants can bring about inconsistency in the administration 

of the questionnaires in terms of time of administration, understanding of the items in the 

questionnaires and explaiiations given to the respondents. To minimize the threat, the 

research assistants, were oriented and briefed on the procedures to be done in data 

collection. 

3. Attrition/Mmiality: Not all questions were returned completely answered nor even 

retrieved back due to circumstances on the part of the respondents such as travels, 

siclmess, hospitalization and refusal/withdrawal to participate. In anticipation to this, the 

researcher reserved more respondents by excetding the minimum sample size. The 

respondents were also reminded not to leave any item in the questionnaires unanswered 

and were closely folkwed up as to the date of retrieval. 
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CHAPTER FOUR 
DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF RESULTS 

4.1 Profile of Respondents 
Respondents in this study were described according to their age, gender, level of education 

qualification and work experience. In each case, respondents were asked through a questionnaire 

to provide their respective profile information to enable the researcher classify and compare 

them accordingly. Their responses were analyzed using frequencies and percentage distributions 

as summarized in table 4.1 below; 

Table 4.1: Profile of respondents 

Cate!!ory Freouencv Percentage 
Gender 
Male 137 6? 
Female 85 38 
Total 222 100 
A!!e 
20-30 years 65 29 
31-40 years 85 38 
41-50 vears 57 26 
51 and above vears 15 7 
Total 222 100 
Education oualification 
Ceriificate 22 10 
Dioloma 61 27 
Bachelor 75 34 
Master 49 22 
PH.D 15 7 
Total 222 100 

Working exnerience 
Less than one vear 49 2) 
I - 3 vears 9? 41 
4 - 6 vears 64 29 
7 - 9 vears 11 5 
IO Years and above 6 3 

' Total 222 100 

Source: primary data, 2017 

The results from the above table indicated that majority of respondents in this sample were male 

(62%) and yet female respondents were 38%. This therefore implies a gender gap among the 

members of these SACCOs. The findings of the study showed that 29% of the respondents were 

20 



less than 20-30 years, while 38% were between 30-40 years, 26% were 40-50 years, and Biso 

finally 7% of the respondents were 51 years and above, this therefore implied that majority of 

respondents in lhis sample were in their middle adulthood. 

With respect to education background, I 0% of the respondent were ce1iificate holders, the 

second group of the respondents were diploma holders (27%), 34% of the respondents were 

bachelors' degree holders, 22% were master's degree holders and finally 7% of the respondents 

were PhD holders. This implies that the majority of respondents in this sample were relatively 

qualified in academics since the researcher was interested in those respondents who could feel 

the questionnaire. In the case of working experience 22% of the respondents was worked less 

than one year, 41 % had an experience of I to 3 years, 29% of the respondent worked for 4-6 

years, 5% had an experience 7 to 9 years, while 3% of the respondent had a working experience 

of IO years and above in the same field. 

Table 4.2: Objective one; Impact of SACCOs on income and consumption of members 

Items on the impact of SACCO's on income and consumption of Interpretation 
members Mean 

High interest rates are alwa) s charged by savings and cooperatives on 
3.43 

Very satisfactory 
money borrowed by small and medium enterprises in Goma Town 

It is a policy of savings and cooperatives to assess collateral security 
3.39 

Very satisfactory 
such as land, building and cars before advancing loans to borrowers 

The collateral security always determines the size of a loan given to 
3.20 

Satisfactory 
your business by financial institution and money lenders 

The collateral security always determines the size of a loan given to 
3.19 

Satisfactory 
your business by savings and cooperatives 

The level of profit in your business determine the collateral security to 
2.79 

Satisfactory 
be acquired from savings and cooperatives 

The requirement of collateral security by savings and cooperatives has 
2.65 

Satisfactory 
been administered well on you 

The savings and cooperatives give your business loans according to the 
2.47 

Unsatisfactory 
amount on your application 

The savings and cooperatives give your business loans less than what 
2.32 

Unsatisfactory 
you request on your application 

You have always borrowed money from savings and cooperatives 
1.62 

Very 
which has favorable interest rates unsatisfactory 
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Items on the impact of SACCO's on income and consumption of 
members 
High interest rates are always charged by savings and cooperatives on 
money borrowed by small and medium ente1prises in Goma Town 

It is a policy of savings and cooperatives to assess collateral security 
such as land, building and cars before advancing loans to borrowers 

The collateral security always determines the size of a loan given to 
your business by financial institution and money lenders 

The collateral security always determines the size of a loan given to 
your business by savings and cooperatives 

The level of profit in your business determine the collateral security to 
be acquired from savings and coo'peratives 

The requirement of collateral security by savings and cooperatives has 
been administered well on 'you 

The savings and cooperatives give your business loans according to the 
amount on your applicatio11 

The savings and cooperatives give your business loans less than what 
you request on your application 

You have always borrowed money 
which has favorable interest rates 

Average mean 
Source: primary data, 2017 

Key to interpretation of means 

Mean range 
3.26 - 4.00 
2.51 - 3.25 
1.76 - 2.50 
1.00 - 1.75 

Response range 
strongly agree 
Agree 
Disagree 
strongly disagree 

from savings and cooperatives 

Interpretation 
Very satisfactory 

Satisfactory 
Unsatisfactory 
Very unsatisfactory 

Interpretation 
Mean 

3.43 
Very satisfactory 

3.39 
Very satisfactory 

3.20 
Satisfactory 

3.19 
Satisfactory 

2.79 
Satisfactory 

2.65 
Satisfactory 

2.47 Unsatisfactory 

2.32 
Unsatisfactory 

1.62 Very 
unsatisfactory 

2.78 Satisfactory 

Results in table 4.2 indicated the extent of impact of SACCO's on income and consumption of 

members, and this was rated as satisfactory which was indicated by the average mean of 2. 78, 

implying that the SACCO's have a strong impact on income and consumption of citizens in 

Goma town. Still results indicated that the following items were rated very satisfactory; high 

interest rates are always charged 'by savings and cooperatives on money borrowed by small and 

medium enterprises in Gama Town (mean=3.43), it is a policy of savings and cooperatives to 

assess collateral security s'uch as land, building and cars before advancing loans to b01rnwers 

(mean=3.20); the following items were rated satisfactory. 
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The collateral security always determines the size of a loan given to your business by financial 

institution and money lenders (mean=3 . l 9), the collateral security always detem1ines the size of 

a loan given to your business by savings and cooperatives; the level of profit in your business 

detennine the collateral security to be acquired from savings and cooperatives (mean=2.79), the 

requirement of collateral security by savings and cooperatives has been administered well on you 

(mean=2.65). 

The following items were rated as unsatisfactory; the savings and cooperatives give your 

business loans according to the amount on your application (mean=2.47), the savings and 

cooperatives give your business loans less than what you request on your application 

(mean=2.32); the following items were rated very unsatisfactory; you have always borrowed 

money from savings and cooperatives which has favorable interest rates (mean= 1.62). 

Table 4.3: Purpose of loans given by SACCO's to its members 

-
Mean l Interpretation Items on purpose of loans given by SACCO's to its members 

Business incubators have been introduced by SACCOs and this has Very satisfactory 
increased management skjlls in your business 3 .31 

Financial g rants have been established by Savings and cooperatives in Very satisfactory 
order to give loans to people 3.28 

SACCOs always provide a curriculum of entrepreneurial skill s Satisfactory 
development to small and medium entrepreneurs. 3.2 1 

SACCOs have established support centers which provide over consult and Satisfactory 
on site professional assistance to ·busines~ people 3 .01 

Savings and cooperatives do provide financial assistance to citizens 2.88 Satisfactory 

The credit risk control attached to loans from SACCOs are reasonable 2.6 l Satisfactory 

The installments payable by loan .clients are affordable 2.52 Satisfactory 

The most common finance progranunes given by Savings and Satisfactory 
cooperatives are credit gua~·antee ,schemes and equity capital financi ng to 
people 2.39 

The payback period allowed for loans by SACCOs is realistic 2.21 Satisfactory 

The SACCOs continually review their terms to make them as friendl y as Unsatisfactory 
possible ' 1.36 

Average mean 2.67 Satisfactory 

Results in table 4.3 indicated that the loans given by SACCO's to its members are of great 

pu1pose on peoples' incomes and expenditures and this was indicated by the average mean of 
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2.67. The following items were rated as very satisfactory; business incubators have been 

introduced by SACCOs and this has increased management skills in your business (mean=3.31), 

financial grants have been established by Savings and cooperatives in order to give loans to 

people (mean=3.28), SACCOs' always provide a curriculum of entrepreneurial skills 

development to small and medium entrepreneurs (mean=3.21 ). 
' 

SACCOs have established supp011 centers which provide over consult and on site professional 

assistance to business people (mean=3 .01 ), savings and cooperatives do provide financial 

assistance to citizens (mean=3.0 1), the credit risk control attached to loans from SACCOs are 

reasonable (mean=2.61), The installments payable by loan clients are affordable (mean=2.52), 

the most common finance progra1m,1es given by Savings and cooperatives are credit guarantee 

schemes and equity capital financing to people (mean=2.39), the payback period allowed for 

loans by SACCOs is realistic (mean=2.2 l ), the SACCOs continually review their terms to make 

them as friendly as possible (mean= 1.36). 
I 

4.4 Relationship between income growth and consumption growth 
The last objective in this study was to establish the relationship between income growth and 

consumption growth among members in Goma di strict Congo, to achieve this objective the 

researcher used the Pearson's Linear Co1Telation Coefficient as indicated in table 4.4; 

Table 3: Significant relationship between income growth and consumption growth 
Variables correlated r-value . Sig Interpretation Decision on Ho 
Income growth 

.896 .000 Significant correlation Rejected 
Vs 

Consumption growth 

Source: Primary Data, 2017 

Results in table 4.4 indicated a positive significant relationship between income growth and 

consumption growth among members in Goma town, since the sig. value (0.000) was less than 

0.05 and which is the maximum level of significance required to declare a significant 

relationship. This implies that high levels of income growth contribute to consumption growth 

among members in Goma town. 
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CHAPTER FIVE 
DISCUSSIONS, FINDINGS, CONLUSIONS AND RECOMMENDATIONS 

5.1 Discussions 
This study was set to find out the impact of SACCO' s on growth of incomes and consumption of 

people in DRC, a case study of Goma town, three specific objectives guided this study and these 

were i) examining the impact of SACCO's on income and consumption of members; ii) 

identifying the purpose of loans given by SACCO's to its members and (iii) examining the 

relationship between income growth and consumption growth. 

5.1.1 Objective one; impact of SACCO's on income and consumption of members 
The findings indicated that the SACCOs have a strong impact on income and consumption of 

citizens in Gama town. This finding agrees with (!LO, 1997) where it was indicated that 

cooperative touches no man's fortune, it seeks no plunder, it causes no disturbance in the society, 

it contemplates no violence, it subverts no order, it envies no dignity, and it asks no favor, it 

keeps no terms with the industrious. It means, self-help, self-dependence, and such share of the 

competence as labor, skill or thought can win and this it intends to have. Saccos have played an 

important role in uplifting Ii ves in the community tlu·ongh financial inclusion. Their existence 

cannot be 'pointed to development, but they exist as a result of robust economic growth 

opportunities like an infonned youth population and flexible laws, easing the admission of 

members to societies. 

5.1.2 Objective two; identifying the purpose ofloans given by SACCO's to its members 

The second objective in this study was to identifying the purpose of loans given by SACCO's to 

its members, the findings ,indicated that loans given by SACCO's to its members are of great 

pmvose on peoples' incomes and expenditures. The existence of SACCO's has been made 
I 

possible by cheap loans they offer to members, for instance a small scale farmer is able to 

educate his children and invest on new farming techniques to improve their lives. 

SACCO's have helped members save and borrow in turn, therefore empowering their social 

economic stand. SACCO's offer small scale financial services, primary credit and savings 
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services especially to people who operate or own small enterprises which produce, recycle, 

repair or sell goods or services . to other individuals and groups at the local level. 

5.1.3 Objective three; examining the relationship between income growth and consumption 
growth 

The third objective in this study was to exami!1c the relationship between income growth and 

consumption growth. But the findings of this study proved a positive significant relationship 

between income growth and consumption growth among members in Goma town, hence 

implying that high levels of loans provided by SACCOs contribute to income growth among 

members in Goma town. Saccos have made access to savings and credit easier, for the middle 

and low income segment for both house hold and enterprise development. 

5.2 Conclusions 
The researcher concluded that the SACCOs have a strong impact on income and consumption of 

citizens in . Goma town. The repearcher concluded that the loans given by SACCO's to its 

members are of great purpose on peoples' incomes and expenditures. The researcher concluded 

that high levels of loans p1;ovided by SACCOs signi ficantly contribute to income growth among 

members in Goma town. 

5.3 Recommendation 
The SACCOs should continually review their terms to make them as friendly as possible to the 

members. 

The researcher recommends to the SACCOs to make sure that the six C's of credit such as 

character, capacity, collateral, conditions, control and capital of applicant arel 00% evaluated. 

The researcher recommends to the management of SACCOs in Goma town to maintain the legal 

contract document as a source and references for future c laim to defaulters and this will increase 

on the level 'of purpose of loans given by SACCO's to its members. 

The SACCOs in Goma town should keenly follow and monitor the receivable and obtain the 
I 

client payment on past due accounts, hence also improving on the collection procedures. 
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The SACCOs in Goma town should make sure that they borrow money to the members with 

favourable interest rates. 

5.4 Areas for further research 
Prospective researchers and even students are encouraged to research on the following areas; 

I. Impact of SACCO's on performance of small scale businesses in Goma town. 

2. Loan size and profitability of small and medium sized enterprises in Goma town. 
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APPENDICES 
APPENDIX 1: RESEARCH INSTRUMENT 

SECTION A: DEMOGRAPHIC CHARACTERISTICS OF RESPONDENTS 

Fact Sheet 

DirP,ction: please tick one 

Al. Your sex; a) Male, b) Female 

A2. Age (a)--20--30, (b)--31-40, (c)--41-50 and (d)--51 years and above 

A3. Education level---(a) Ce1iificate (b)----Diploma (c). ---Bachelors (d) --Masters (e) --PhD 

A4. N1;1mber of years spent as a member in the SACCO 

. Less than one 

_2. !year- 3years 

_3. 4years-6years 

_4. 7years- 9years 

_5. IO years and above 

SECTION B: Questionnaire on impact of SACCO's on income and consumption of 
members. 

Direction: Please tick your rating on the scale space below each option which corresponds to 
your best choice. Kindly use the scoring system below 

Interpretation Guide (Numerical Guide) 

Mean Range Description Interpretation 

3.26-4.00 strongly agree very satisfactory 

2.51-3.25 agree satisfactory 

1. 75-2.50 disagree fairly satisfactory 

1.00-1. 76 strongly disagree unsatisfactory 
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Scale 

Items 1 2 3 4 

Impact of SACCO's on income and consumption of members 

1 High interest rates are always charged by savings and cooperatives on money 

borrowed by small and medium enterprises in Goma Town 

2 The collateral security always determines the size of a loan given to your 

business by financial institution and money lenders 

3 The savings and cooperatives give your business loans less than what you request 

on your application 

4 The savings and cooperative·s give your business loans according to the amount 

on your application 

5 The level of profit in your business determine the collateral security to be 

acquired from savings and cooperatives 

6 You have always borrowed money from savings and cooperatives which has 

favourable interest rates 

7 The requirement of collateral security by savings and cooperatives has been 

administered well on you 

8 It is a policy of savings and cooperatives to assess collateral security such as 

land, building and cars before advancing loans to borrowers 
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9 The collateral security always determines the size of a loan given to your 

business by savings and cooperatives 

SECTION C: Questionnaire to determine the purpose of loans given by SACCO's to its 
members. 

Direction: please tick your rating on the scale space below each option which corresponds to 
your best choice. Kindly use the scoring system below. 

Interpretation Guide 

Mean Range 

3.26-4.00 

2.51-3.25 

l. 75-2.50 

1.00-1.76 

Description 

strongly agree 

agree 

disagree 

strongly disagree 

Interpretation 

very satisfactory 

satisfactory 

fairly satisfactory 

unsatisfactory 

The purpose of loans i:iven by SACCO's to its members 

Items 

Savings and cooperatives do provide financial assistance to citizens 

Financial grants have been established by Savings and cooperatives in order to 

give loans to people 

The most common finance programmes given by Savings and cooperatives are 

credit guarantee schemes and equity capital financing to people 

SACCOs have established support centers which provide over consult and on site 

professional as'sistance to business people 

33 

Scale 

I 2 3 4 



SACCOs always provide a cuniculum of entrepreneurial skills development to 

small and medium entrepreneurs. 
' 

Business incubators have been introauced by SACCOs and this has increased 

management skills in your busin~ss, 

The SACCOs continually review their terms to make them <!S friendly as possible 

The installments payable by loan clients are affordable 

The payback P,eriod allowed for loa;1s by SACCOs is realistic 

The credit risk control attached to loans from SACCOs are reasonable 

Thanks 
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