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[bookmark: _Toc468120198]ABSTRACT
The main purpose of this study was to explore on the role of SACCOS in financial intermediation. The study employed a survey study design within a framework of mixed methodology whereby purposive and random sampling procedures were used to select a sample of 60 respondents which involved SACCOS members and SACCOS members of management team in three different SACCOS of Kinondoni Municipality. Data were collected through the use of questionnaire and documentary reviews. Quantitative data were analyzed statistically by the use of computer software (MS Excel) giving frequencies and percentages. The findings of the study concur with findings obtained from the studies by different researchers that revealed the role played by SACCOS in financial intermediation through mobilizing funds from the members with excess cash and channel the excess funds to the borrowers. The findings of the study also highlighted the challenges that are faced by SACCOS in their role in financial intermediation including their perceived significance by public. Based on the research findings, the study recommends that the government and SACCOS should address the challenges crippling the optimal performance of SACCOS.  Other recommendations from the study include SACCOS should play a pivotal role in identification of viable investment opportunities for their members and introduction of additional strategies aiming at attracting savings from their members.
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[bookmark: _Toc468120204]CHAPTER ONE
1.0 [bookmark: _Toc446943724][bookmark: _Toc468120205] INTRODUCTION AND BACKGROUND INFORMATION
[bookmark: _Toc446943726][bookmark: _Toc468120206]1.1 Background Information
Financial intermediation according to Mishkin et al (2009) is the process of indirect finance using financial intermediaries. A financial intermediary does this by borrowing funds from the lender-savers and then uses the funds to make loans to borrower-spenders.  Modern world would not have been so modern without financial intermediaries. Financial intermediation has won savers confidence by protecting their assets while providing efficient services to manage their assets. The pooling of household savings from savers enabled financial intermediaries to emerge as one large lender who can lend money to businesses and various other borrowers. 

Financial intermediaries include investment intermediaries, contractual savings institutions and depository institutions like banks, and credit unions. Mishkin et al (2009) argue that financial intermediaries can substantially reduce transaction costs that can be defined as the time and money spent in performing financial transactions for instance the exchange of assets, goods or services. The provision of credit has increasingly been regarded as an important tool for raising the income of population by mobilizing resources to more productive uses.  

Financial intermediaries with respect to credit unions operate mostly through SACCOS. The idea of SACCOS originated in Germany in 1849 by the poor people who wanted to fight the exploitation by money lenders (ACIST, 2003).  The SACCOS emerged out of the credit system of the old cooperatives. They began as ROSCAs in 1920 and they were common in cash crop producing areas.  For some times Tanzania relied to foreign NGOs such as FINCA and PRIDE to give credits to the people.  SACCOS are made up of the local people themselves.  In order to co-ordinate effectively the conduct of SACCOS,  the Cooperative Societies Act, 2013 was passed in parliament and came into effect in 2014 to enable the revival of cooperative societies in Tanzania.  Members of cooperatives are free to decide whether or not to form middle level structures (i.e. secondary and tertiary cooperatives) depending on their needs. The Cooperative Development Policy was formulated in 2002 to facilitate cooperative efforts in Tanzania (URT, 2013).

According to BoT Financial stability Report, 2013 (Tanzania) as at the end of March 2013, there were 5,559 SACCOS operating in Tanzania of which 3,043 were in rural areas.  Membership stood at 1.15 million of which 1,13 million  were individuals and 24,631 were community based organizations including VICOBAs indicating outreach to unbanked population.   The aggregate volume of savings amounted to TZS 356.0 billion in March 2013 up from TZS 311.0 billion recorded in June 2012 while deposits were TZS 47.9 billion compared to TZS 44 billion recorded in the same period (Ibid). 

The importance of the SACCOSs in poverty alleviation and the general economic growth of Tanzania should not be under rated.  Special features of the SACCOS which make them important and special financial institutions  include accessibility to all areas, flexibility and  being not complicated  due to the fact that  they have been established by people themselves and encourage saving from its members. Other attributes of SACCOS are fair pricing of the loans, targeting the poor and screening of good clients by members themselves (URT, 2013).
1.2 [bookmark: _Toc331507676][bookmark: _Toc446943727][bookmark: _Toc468120207]Statement of the Problem
The most important economic function of financial intermediaries is to enhance mobilization of savings and provide loans to its clientele. Mobilization of savings must be accompanied by providing a safe place for both members and non-member savers.  Saving is a key component in any development endeavor as it is believed to be the surest way of increasing income and boosting productivity in an attempt to break through the vicious cycle of poverty. The provision of credit has increasingly been regarded as an   important tool of raising the incomes of third world countries mainly by mobilizing resources to more productive uses.  

As development takes place, arising question is the extents to which credit can be offered to the developing countries to enable them take advantage of developing entrepreneurial activities. The generation of self-employment in non-formal activities requires investment in working capital. However, at low levels of income, the accumulation of such capital may be difficult. Under such circumstances the provisions of loans can help the poor to accumulate their own capital and invest in employment-generating activities (Mwangi, 2011).

The significance of financial sector is paramount because financial institutions facilitate financial intermediation between savers and borrowers, execution of the monetary policy and provision of smooth avenues for the payment systems.  As custodians of savers funds the institutions forming the banking sector must be sound in order to foster confidence in the country’s financial system. Although informal credit institutions have proved relatively successful in meeting the credit needs of the people in some countries, their limited resources and the effects of existing institutional problems, especially the lending terms and conditions on access to credit facilities restrict the extent to which they can effectively and sustainably satisfy the credit needs of these populations (Ibid) Thus it is in this background this study sought to investigate the role SACCOS play in financial intermediation.

[bookmark: _Toc446943728][bookmark: _Toc468120208]1.3 Research Objectives
[bookmark: _Toc446943729][bookmark: _Toc468120209]1.3.1 General Objective 
To explore on the role of SACCOS in financial intermediation. 

1.3.2 [bookmark: _Toc446943730][bookmark: _Toc468120210]Specific Objectives
In order to accomplish the general objective the study focused on the following specific objectives:-
i. To determine the public perception on the significance of SACCOS
ii. To determine the strategies used by SACCOS to mobilize savings and to enhance the saving culture.
iii. To examine the role of SACCOS in encouraging borrowing and Loans provision as means to enhance the investment culture for its members.
iv. To determine the challenges being experienced by SACCOS in their efforts to save members.

1.4 [bookmark: _Toc446943731][bookmark: _Toc468120211]Research Questions
i. What is the public perception on the significance of  SACCOS?
ii. What are strategies used by SACCOS to mobilize savings and to enhance the saving culture?
iii. What is the role of SACCOS in encouraging borrowing and Loans provision as means to enhance the investment culture for its members?
iv. What are the challenges being faced by SACCOS in their efforts to save their members?

1.5 [bookmark: _Toc446943734][bookmark: _Toc468120212]Significance of the Research
1.5.2 [bookmark: _Toc446943735][bookmark: _Toc468120213]SACCOS
The Board of Directors and branch managers of the various SACCOS would use the findings of this study to develop strategies focused on encouraging mobilization of savings and adequate lending by SACCOS.

1.5.3 [bookmark: _Toc446943736][bookmark: _Toc468120214]Academicians
The study will   contribute to the existing knowledge and provide literature to scholars in the field of savings mobilization and credit lending with interests on the subject of SACCOS services.

1.5.4 [bookmark: _Toc468120215]Policy Makers
The information to be acquired from this study will be useful to policy-makers both in the government and SACCOS, especially in strengthening policy considerations in this sector. Such policy improvement may be useful in enhancing the guidelines on how to improve the performance of SACCOS in their intermediation role.

1.6 [bookmark: _Toc468120216]Limitations of the Study
[bookmark: _Toc180210859]The underlying concepts examined in this study are complex and could be subject to further examination and challenge through rigorous research. Time was another limiting factor because the researcher was a busy man at his workplace and worked during odd hours throughout the week. Limited resources, especially finance had impact in this study as the researcher himself handled all the costs associated with the study. Furthermore, some of the respondents were reluctant and unwilling to give out the correct information.

1.7 [bookmark: _Toc446943737][bookmark: _Toc468120217]Delimitations
Given the fact that the time that was available for the study was too short, the researcher tried his level best to make sure that valid, accurate and relevant data were made available, analyzed and interpreted in order to be able to prepare a relevant research report.  The researcher used efficiently and conveniently the minimum time and limited resources to facilitate this study. Since the researcher did not have enough resources to conduct the study in a wide area across mainland Tanzania, the researcher confined his research in Kinondoni Municipality.

1.8 [bookmark: _Toc446943738][bookmark: _Toc468120218]Organization of the Dissertation
This dissertation is presented in five chapters. Chapter one is introductory part of the research report, chapter two explains literature review , chapter three provides a brief description on research methodology, chapter four provides data analysis, results and discussions while chapter five provides the summary of findings, conclusion and recommendations.



[bookmark: _Toc460761376][bookmark: _Toc468120219]
CHAPTER TWO
[bookmark: _Toc446943739][bookmark: _Toc468120220]2.0 LITERATURE REVIEW
2.1 [bookmark: _Toc446943740][bookmark: _Toc468120221]Overview
This part of the study provides a discussion and analyses the theoretical and empirical framework in relation to the role of SACCOS in financial intermediation in Tanzania.  The purpose is to offer detailed discussions and the theoretical explanation of SACCOS and their impact in Financial Intermediation.

2.2 [bookmark: _Toc446943741][bookmark: _Toc468120222]Conceptual Definitions
2.2.1 [bookmark: _Toc446943742][bookmark: _Toc468120223]Financial Intermediation and Financial Intermediary
The Business dictionary defines a financial intermediation as the process performed by bank and other financial institutions of taking in funds from depositor and then lending them out to a borrower. The banking business thrives basing on the financial intermediation abilities of financial institutions that allow them to lend out money at relatively high rate of interest while receiving money on deposit at relatively low rate of interest. Financial intermediary is an institution which takes deposits or loans from individuals and lends money to clients (Collin, 1991).

According to Mishkin, et al (2009) financial intermediaries are financial institutions that engage in financial asset transformation. They  purchase one kind of financial asset from borrowers,  generally some kind of long-term loan contract whose terms are adapted to the specific circumstances of the borrower (e.g., a mortgage)  and sell a different kind of financial asset to savers, generally some kind of relatively liquid claim against the financial intermediary (e.g., a deposit account). In addition, unlike brokers and dealers, financial intermediaries typically hold financial assets as part of an investment portfolio rather than inventory for resale (Mishkin, 2009). According to Sullivan and Sheffrin  (2003), a financial intermediary is a financial institution that borrows from savers and lend to individuals or firms that need resources for investment. Types of financial intermediaries include: Depository Institutions (commercial banks, savings and loan associations, mutual savings banks, credit unions); Contractual Savings Institutions (life insurance companies, fire and casualty insurance companies, pension funds, government retirement funds); and Investment Intermediaries (finance companies, stock and bond mutual funds, money market mutual funds).

2.2.2 [bookmark: _Toc446943743][bookmark: _Toc468120224]Savings and Credit Cooperative Society (SACCOS)
Savings and Credit cooperative Society means a registered society whose principal objectives are to encourage thrift among its members and to create a source of credit to its members (URT, 2013).

2.2.3 [bookmark: _Toc446943744][bookmark: _Toc468120225]Role of Financial Intermediaries
According to Mishkin et al (2009) Financial intermediaries are so important in the financial markets due to their important role in transaction costs, risk sharing and information costs. Sullivan, et al (2003) argues that financial intermediaries’ bears risk on behalf of investors by investing their savings across various sectors of business. They transform risk-by-risk spreading and risk pooling; they can spread risk across a range of institutions. In turn institutions can pool risk by spreading investment across firms and various projects. Diversification allows a financial intermediary to allocate assets and bear risk more efficiently. Financial intermediaries do risk screening, risk monitoring and risk evaluation. It is more efficient for institution to screen investment opportunity on behalf of individuals than for all individuals to screen the risk.  

2.3 [bookmark: _Toc446943745][bookmark: _Toc468120226]Theoretical Analysis of Financial Intermediation
According to Franklin et al (1998) The Financial intermediation theory is discussed under the modern theory and amended theory. The amended theory emanates from the critical discussion of the modern theory which is perceived not to be able   to show the real behavior under the world market of imperfection.

2.3.1 [bookmark: _Toc446943746][bookmark: _Toc468120227]Modern Theory of Financial Intermediation
According to the modern theory of financial intermediation, financial intermediaries focus on transaction costs and asymmetric information.  The Financial intermediaries are active because market imperfections prevent savers and investors from trading directly with each other in an optimal way. The most important market imperfections are the informational asymmetries between savers and investors. Financial intermediaries fill as agents and monitor information gaps between ultimate savers and investors. This is because they have a comparative informational advantage over ultimate savers and investors (Franklin, 1998).

Financial intermediaries screen and monitor investors on behalf of savers. This is their basic function, which justifies the transaction costs they charge to parties. They also bridge the maturity mismatch between savers and investors and facilitate payments between economic parties by providing a payment, settlement and clearing system.  Financial intermediaries position themselves as agents (“middlemen”) between savers and investors, alleviating information asymmetries against transaction costs to a level where total savings are absorbed by real investments at equilibrium real interest rates ( Franklin, 1998).

2.3.2 [bookmark: _Toc446943747][bookmark: _Toc468120228]Amended Theory of Financial Intermediation
Theory of intermediation was reviewed in an attempt to reconcile it with the observed behavior of institutions in modern capital markets. They argue that current theory of financial intermediation too heavily focuses on the functions of financial institutions that are no longer crucial in mature financial systems. They suggest that the emphasis on the role of intermediary’s i.e. reducing the frictions of transaction costs and asymmetric information is too strong; while these factors may once have been central to the role of intermediaries, they are increasingly less relevant. 

[bookmark: _Toc468120229]Table 2.1: Contemporary and Amended Theory of Financial Intermediation
	(Stylized) Contemporary Theory
	Amended Theory

	Static: perfect market 
	Dynamics: market development and market differentiation

	Market imperfections -Product innovation and market Development
	Product innovation and market Development

	Financial intermediary is an agent - Financial intermediary is between savers and investors, monitors entrepreneurial provider of financial loans on behalf of depositors.
	Financial intermediary is between savers and investors, monitors entrepreneurial provider of financial loans on behalf of depositors services.

	Efficient allocation of savings
	Qualitative asset transformation; risk Transformation

	Transaction costs
	Value creation

	Asymmetric information
	Customer orientation, both to real investors and savers

	Adverse selection, moral hazard, - Risk management; risk/reward credit rationing and  auditing
	Risk management; risk/reward credit rationing, auditing optimization

	Disintermediation
	Dynamics of intermediation (new markets, new products, new agents)

	Regulation as market imperfection
	Regulation for institutional and systemic risk control


Source: Scholtens and Van Wensveen (2000)
Amended theory suggests a view on financial intermediaries that centers on two of their roles. First, they are the facilitators of risk transfer and deal with an increasingly complex maze of financial instruments and markets (Franklin, et al, 1998). Key differences between contemporary and amended theory of financial intermediation is summarized under table 2.1 

2.4 [bookmark: _Toc446943748][bookmark: _Toc468120230]Advantages and Disadvantages of SACCOS
Qin et al (2013) highlighted advantages and disadvantages of SACCOS as explained below:

2.4.1 [bookmark: _Toc446943749][bookmark: _Toc468120231]Advantages of SACCOS
Easy to Form: The formation of a SACCOS is very simple as compared to the formation of any other form of business organizations. Any few adults can join together and form a cooperative society. The procedures involved in the registration of a cooperative society are very simple and easy. 

No Obstruction for Membership: Unless and otherwise specifically stated the membership of SACCOS is open to everybody. Nobody is obstructed to join on the basis of religion, caste, creed, sex and color etc. A person can become a member of  SACCOS at any time he likes and can leave the society when he does not like to continue as  member.

Limited Liability: In most cases, the liability of the members of the SACCOS is limited to the extent of capital contributed by them.
Service Motive: SACCO’s members are provided with better good and services at reasonable prices. The society also provides financial help to its members at the concessional rates.

Democratic Management: SACCOS are managed by the elected members from and among themselves. Every member has equal rights through its single vote but can take active part in the formulation of the policies of the society. Thus all members are equally important for the society.

Stability and Continuity: A SACCOS cannot be dissolved by the death, insolvency, lunacy or permanent incapability of the members.  SACCOS possesses a separate legal existence. New members may join and old members may quit the society but society continues to function unless all members unanimously decided to close the same. 

Economic Operations: The operation carried on by the SACCOS is economical due to the eliminations of middlemen. The services of middlemen are provided by the members of the SACCOS with the minimum cost (Ibid)

Surplus Shared by the Members: SACCOS sell their products (Financial services) to its members on a nominal profit. In some cases, the society sells goods to outsiders. This profit is utilized for meeting the day-to-day administration cost of the society. The procedure for distribution of profit that some portion of the surplus is spent for the welfare of the members, some portion kept reserve whereas the balance shared among the members as dividend.
2.4.2 [bookmark: _Toc446943750][bookmark: _Toc468120232]Disadvantages of SACCOS
[bookmark: _Toc446943751][bookmark: _Toc456341438][bookmark: _Toc456345142][bookmark: _Toc458763009][bookmark: _Toc458767471][bookmark: _Toc459105038][bookmark: _Toc459877147][bookmark: _Toc459890026][bookmark: _Toc460761389]Despite many advantages, SACCOS suffer from certain limitations. Some of these limitations, which a SACCOS form of business has are as follows:

Limited Resources: SACCOS’ financial strength depends on the capital contributed by its members and loan raising capacity from state cooperative banks. The membership fee is limited for which they are unable to raise large amount of resources as their members belong to the lower and middle class. Thus, SACCOS are not suitable for the large scale businesses which require huge capital.

Inefficient Management: SACCOS are managed by the members only. They do not possess any managerial and special skills. This is considered as major drawback of this sector. Inefficiency of management may not bring success to the societies (Ibid).

Lack of Secrecy: SACCOS does not maintain any secrecy in business because the affairs of the society are openly discussed in the meetings. But secrecy is very important for the success of a business organization. This paves the way for competitors to compete in more better manner (Ibid).

Cash Trading: SACCOS sell their products to outsiders only in cash. But, they are usually from the poor sections. These persons require to obtain credit facilities which is not possible in the case of SACCOS.

Absence of Motivation: The members may not feel enthusiastic because the law governing the cooperatives put some restrictions on the rate of return. Absence of relationship between work and reward discourage the members to put their maximum effort in the society.

Disputes and Differences: The management of the society constitutes the various types of personnel from different social, economic and academic background. Many times they strongly differ from each other on many important issues. This becomes detrimental to the interest of the society. The different opinions and disputes may cripple the effectiveness of the management (Ibid)

2.5 [bookmark: _Toc446943752][bookmark: _Toc468120233]The National Policy on SACCOS
There is no specific policy on SACCOS in Tanzania but the policy relating to SACCOS is reflected in Co-operative Development Policy, 2002 (URT, 2002). The main policy statement of The Co-operative Development Policy is the support of government on the cooperative vision of eliminating social and economic injustices in the society. Moreover, the government recognizes the diverse nature of the cooperative section which includes SACCOS.  The policy strategy on the growth of SACCOS is the general promotion of savings and Credit Co-operative Societies which will provide financial services pertaining to deposits, interest and loans.

2.6 [bookmark: _Toc446943753][bookmark: _Toc468120234]Contribution of SACCOS in National Economy
Mumanyi (2007) highlighted major contributions posed by SACCOS as follow:-
i. Gaps identification in the poverty reduction strategic programs. SACCOS  in the country provide means of fighting poverty.
ii. Capacity building among members themselves through advocacy of participation, improving literacy and information sharing.
iii. SACCOS help learning from best practices and up-scaling the members/society by using the success of the fellow member one stage success as the model in running their business.
iv. SACCOS provide experience in critical analysis of problems and identify the stockholders’ weakness so that they can be in strengthening policy advocacy role
v. Innovations to improve of income of members and benefits.
vi. Facilitation of micro-financial services. Different studies revealed that SACCOS are the most significant forms of participation in financial markets available in rural Tanzania.

2.7 [bookmark: _Toc468120235]Background History of SACCOS
SACCOS 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 money lender. SACCOS were invented in south Germany in 1846 at the time of agricultural crisis and  heavy drought in Europe, by two community business leaders: Freidrich W. Reifeisen and Herman schultze- Delitsche, who are considered as the founding fathers of SACCOS movement. Herman schultze-Delitsche established a saving and credit cooperatives for minor artisans and the urban middle classes while Freidrich Reifeisen, was the founder of the rural saving and credit cooperatives (USAID, 2006). 

Today SACCOS have significant role in empowering their members Socio-Economic status all over the world.  In Western Europe there are around 11,000 local and regional saving and credit cooperatives banks, with over 56,000 outlets, a 33 million strong membership and a staff of more than 400,000. Their market share is 17 percent of savings, ranking third after the commercial and savings banks (Ibid).
SACCOS are participatory and responsive to local needs and able to mobilize communities’ fund and help particularly vulnerable groups of people. SACCOS enable farmers to create economies of scale in bargaining with urban banks and other financial institutions; they provide access to sustainable financial services; and, they provide low-income families with safe place to save their income at their area or village and reasonably priced loan (USAID ,2006).

According to Sulivan and Shefrin (2003), financial intermediaries bear risk on behalf of investors by investing their savings across various sectors of business. They transform risk by risk spreading and risk pooling. Diversification allows a financial intermediary to allocate assets and bear risk more efficiently. Financial intermediaries do risk screening, risk monitoring and risk evaluation. According to Zeller (1998) unlike formal finance, informal lenders ie SACCOS often attach more importance to loan screening than to monitoring the use of credit. Screening practices often include group observation of individual habits, personal knowledge by individual money lenders and recommendation by others and creditworthiness. 

[bookmark: _Toc446943756]In group lending programs members are made jointly liable for the loans given. The joint liability and the threat of losing access to future loans motivates members to perform functions of screening loan applicants, monitoring borrowers, and enforcing repayment. Investigation of effect of intragroup pooling of risky assets shows that groups exploit scope and scale economies of risk by pooling risks and entering into informal insurance contracts. This confirms the role of social cohesion in group repayment.

2.8 [bookmark: _Toc468120236]Empirical Literature Review
[bookmark: _Toc459105043][bookmark: _Toc459877152][bookmark: _Toc459890031][bookmark: _Toc460761394][bookmark: _Toc468120237]This section provides empirical literature reviews from the studies in Africa and Tanzania on the role of SACCOS in financial intermediation.

2.8.1 [bookmark: _Toc468120238]The Studies in Africa
In 2011 Maina John Mwangi conducted a research that aimed at assessing the role of  SACCOS in financial intermediation in Nairobi County in Kenya. The research adopted a survey approach in design that sought to investigate the study variables in an attempt to understand, describe and explain well the role of SACCOS in financial intermediation. The target group constituted 1,790 SACCOS in Nairobi County. Findings indicated the role played by SACCOS in Nairobi to include saving mobilization, loan provision to its customers including encouraging its members to borrow, enhancement of saving culture, loan screening, monitoring, contract enforcement and reducing transaction cost by replacing multiple small loans to individuals by a large loan to a group.  Mwangi concluded that the major emphasis in cooperative is on self-help, thus people cooperate because they realize it is difficult to achieve some goals by working alone ( Mwangi, 2011).  

Kadagi and others conducted a study at  Fundilima SACCOS in Mombasa in 2015  aiming  at analyzing the Role played by SACCOS in Financial  intermediation in the improvement of the welfare of members. The researcher adopted a case study   research design that investigated the study variables in an attempt to understand, describe and explain well the role played by SACCOS in Financial intermediation in the improvement of the welfare of their members. The researcher collected data through questionnaire by targeting a group of 2,352 members of  Fundilima SACCOS. 

Findings by Kadagi  showed that SACCOS had major contribution to the access to cheaper loans through reduced interests. Similarly risk diversification had a positive impact to the members welfare. Risks were diversified through intra guarantees and loans based on the level of savings  that a member has  accumulated with SACCOS (Kadagi, 2015). Nahayo and others conducted a study in Nyabihu District in Rwanda in 2013 on the assessment of contribution of  Umurenge SACCOS to the household income. The researcher adopted descriptive survey in research design. The survey questionnaire was prepared in English and Kinyarwanda. Formal interview was done through structured questionnaire.  The researcher sampled 95 SACCOS  members that were randomly selected. 

Findings from Nahayo research showed that SACCOS was easy way of organizing a community to save and recycle savings in a given locality. Since the nature of SACCOS is local, SACCOS mobilize savings locally within the community and then the profits are returned to members in the form of loans. This mutually achieved success helped not only build a sense of ownership and pride in the area but also created a culture of saving and investing (Nahayo, 2013). A  study conducted by Tadele in 2014 at Biftu Batu Rural Savings and  Credit Cooperatives in Oromia region of  Ethiopia aimed at exploring the role of Rural Saving and Credit Cooperatives in enhancing financial inclusion. The research adopted a case study approach. Data were mainly collected through the structured questionnaire that was administered to 13 respondents of Biftu Batu SACCOS and through unpublished documents like inter-office memorandum.

Findings from Tadele research showed that only 8% of Ethiopians have been absorbed into the formal banking sector. In this regard SACCOS play key roles in financial access to the majority poor people in rural areas.  Since SACCOS have a potential to serve as agents because of their presence at grass root levels, they are regarded as economic agents appropriate for extending financial services in locations for which bank branches would be uneconomical. The researcher also observed that SACCOS helped reduction in the cost of financial services and made it affordable to the community. Similarly SACCOS enable secure, prompt, easy, accessible and affordable financial services to the society (Tadele, 2014).

A study conducted by Mumanyi in 2014 in Mombasa County aimed at exploring the Challenges and Opportunities facing SACCOS in the current devolved system of government of Kenya. The research adopted a case study approach. The findings from the study highlighted some major challenges facing SACCOS that include limited product diversity, inadequate governance and management, unfavorable image, lack of performance standards and weak official supervision and regulations (Mumanyi, 2014). 

2.8.2 [bookmark: _Toc446943757][bookmark: _Toc468120239]The Studies in Tanzania
Qin and others conducted a study in 2013 on the role of financial intermediation in domestic savings: Evidence from Savings and Credit Cooperative Societies in Tanzania. The researcher adopted panel data regression model in the survey approach involving 21 regions in Tanzania. The findings showed the contribution of SACCOS in financial intermediation and households’ savings are commendable. Number of SACCOS and number of members are positively affecting the level of savings.  Likewise, external source of funds showed negative and significant effect to savings (Qin, 2013).

Gerda  Piprek  conducted a research in  2007 that aimed at assessing the CRDB Bank on Linking with Savings and Credit Cooperatives (SACCOS) to expand financial access in rural areas.  The researcher adopted a case study approach in his study that provided a description and critical review of CRDB and its microfinance linkage strategy with two selected SACCOS of Dodoma and Morogoro. The findings indicated that there were benefits accruing from the CRDB Bank on linking with SACCOS. These benefits include expansion in mobilization of savings and providing lending services to its customers who were members of SACCOS in rural areas. 

CRDB adopted this strategy of linking with SACCOS as the way of  cost effectively increase the supply of financial services in the rural country side. Similarly, it was found that operational costs, lack of collateral and infrastructure were major factors hindering commercial banks to take active and frontal role in financial service provision in rural areas. It has been observed that over a long tern CRDB will also reap financial benefits of investing in SACCOS (Piprek, 2007) Ndiege, Haule and Kazungu in 2013 conducted a study aiming at assessing relationship between sources of funds and outreach in savings and credits cooperatives societies. The main objective of the study was to examine the linkage between sources of fund and the level of outreach as performance indicator of SACCOS and its financial intermediation. The researcher employed panel data obtained from the Ministry of Agriculture, Food and Cooperatives between 2005-2012 and the analysis was based on panel data regression model.

Findings from the study by Ndiege, Haule and Kazungu indicated that both external and internal sources of funds were positive and significantly related to outreach. The results indicated that external sources of funds were central part of the SACCOS loan portfolio as compared to internal sources of funds. In this regard funds flowing from commercial banks and other financial institutions play a key role of credit provisions to the SACCOS members hence enhancing the SACCOS role of financial intermediation through lending (Ndiege, 2013).

2.9 [bookmark: _Toc446943758][bookmark: _Toc468120240]Research Gap Identified
Empirical evidence from literature has shown that assessment on the role of SACCOS in financial intermediation was carried out in Kenya and rural Tanzania but little is known about similar research in in Tanzania urban particularly in Kinondoni Municipality.  Since there is no any documented evidence of the research on the role of SACCOS in financial intermediation in urban Tanzania especially Kinondoni Municipality,   in this regard that is the research gap identified for study.

This research was guided by the analysis of various variables that were deemed to be the components of an effective financial intermediary towards the realization of satisfactory services to its customers. Some of these factors, as shown in figure 2.1, include factors such as fund mobilization, credit provision and share investment. Independent variables demonstrate the opportunities and services SACCOS offer that have a bearing on members financial accessibility (dependent variable).
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[bookmark: _Toc468120242]Figure 2.1: Conceptual Framework
Source: Researcher’s Own Source

Independent variables in the conceptual framework include: financial services in form of fund mobilization (savings products), credit provision (loan products) and investment opportunities in form of shares. The dependent variables depict the likely effects on member’s financial access as result of the activities of the SACCOS highlighted above (independent variables). It is expected that SACCOS and its associated activities mentioned above are independent variables, members will save regularly and frequently, being liable to credit and thus assets ownership will increase.


[bookmark: _Toc446943760][bookmark: _Toc468120243]
CHAPTER THREE
[bookmark: _Toc257199301][bookmark: _Toc295899688][bookmark: _Toc300650162][bookmark: _Toc468120244]3.0 RESEARCH METHODOLOGY
3.1 [bookmark: _Toc446943762][bookmark: _Toc468120245]Overview
This chapter gives details about the methodology used to conduct this study.  This chapter presents the research design, study area and population, sample size, sampling procedures, research instruments and data analysis procedures that were used in the study.

3.2 [bookmark: _Toc446943763][bookmark: _Toc468120246][bookmark: _Toc257199302]Research Approach
The study adopted qualitative and quantitative research approach. This type of research was concerned with qualitative and quantitative phenomenon ie phenomena relating to quality and or quantity.  This kind of research aimed at discovering the underlying motives and desires using in depth interviews for the purpose (Kothari, 2004).

3.3 [bookmark: _Toc468120247]Research Design
Regarding to the research design, the study  adopted a  descriptive survey that seek to investigate the study variables without manipulating any of them  in an attempt to understand, describe and explain well the role of SACCOS  in financial intermediation.  A research design is the conceptual structure within which research is conducted. The research design stands for the advance planning of the methods to be adopted for collecting the relevant data and  techniques to be used in their analysis, keeping in view the objectives of the research and the availability of staff, time and money (Kothari,2004). The research design was needed because it facilitated the smooth sailing of various research operations, thereby making research efficient as possible yielding relevant information with minimal expenditure of effort, time and money. The design helped the researcher to organize his ideas in a form whereby it was possible to look for flaws and inadequacies. Such a design can even be given to others for their comments and critical evaluation.  Therefore, a survey research design was used since the researcher intended to gain a deep and thorough understanding of the different aspects of the phenomena. Other reason for using a survey design was its flexibility in respect of data collection methods and helped the researcher to collect data from a large number of variables (Kothari, 2004).

3.3.1 [bookmark: _Toc446943764][bookmark: _Toc468120248]Survey Population
Study population is the totality of objects under investigation. As such, the study population included all SACCOS’ members and management team and staff  in Kinondoni Municipality  because they were affected directly or indirectly by  activities of their respective co-operative societies.

3.3.2 [bookmark: _Toc446943765][bookmark: _Toc468120249]Area of the Survey
This study was conducted in Kinondoni Municipality using three (03) SACCOS as a survey approach.

3.4 [bookmark: _Toc257199305][bookmark: _Toc295899694][bookmark: _Toc300650167][bookmark: _Toc446943766][bookmark: _Toc468120250]Sampling Design and Procedures
A more representative study required that the whole population or as big as possible be studied. However, due to lack of time and resources the researcher  sampled  about 3%  of the population (100 SACCOS). The researcher through questionnaires interviewed  57 respondents selected from three SACCOS (about 20 questionnaires  were distributed to each of three SACCOS and  the number  of   returned questionnaires was 57) .   The main factor that was  considered  in determining the sample size was the need to keep it manageable enough in order to derive the  detailed data at an affordable cost in terms of time, finances and human resource. Since  the  operations of the SACCOS  were  deemed to be very related the sampling of only 3% which was  a representative of the SACCOS operations would  be enough (Mugenda, et al, 1999).

Random sampling method was used in selecting the 3% of the SACCOS from the list of Kinondoni Municipal Council.  In data collection the researcher selected the sample to represent the general picture of population in the study area.  Sampling techniques refer to the procedure adopted in selecting items (respondents) for the study. It is a process that constitutes the selected respondents Kothari (2004). Thus,   purposive sampling and simple random sampling techniques were used for data collection.  

Simple random technique    helped the researcher to select only those respondents he believed were capable of delivering the required information. Whereas the reason for choosing simple random sampling technique lied on the fact that all members and SACCOS  management team  had equal chances of been  selected as  a sample (Dawson, 2002). Moreover researcher’s choice of simple random technique depended on the research questions, objectives and the need for face to face contact with respondents and the geographical area over which the population is spread Saunders, et al, (2009). 
3.5 [bookmark: _Toc300650169][bookmark: _Toc446943767][bookmark: _Toc468120251]Variables and Measurement Procedure
[bookmark: _Toc257199309]Both primary and secondary data were obtained in order to determine the adequacy of dependent variable (financial access) and independent variables (share investment, fund mobilization and credit provision). To find out to what extent the SACCOS play a role in financial intermediation. 

3.6 [bookmark: _Toc446943768][bookmark: _Toc468120252]Sources of Data 
In order to get accurate and reliable data, the study used both primary and secondary data. Primary data are data that were collected as fresh and thus happened to be original in character. These data were collected directly from study respondents. While secondary data are those which have already been collected by someone else and from different SACCOS related reports which have already been passed through the statistical process. These kinds of data were collected to supplement primary data (Kothari, 2004).

3.7 [bookmark: _Toc468120253]Data Collection Methods
The researcher adopted questionnaires and documentary review as data collection instruments.  The researcher used questionnaire data collection method to collect primary data (fresh data) from   respondents and documentary review to collect already processed data through reports and memo.

3.7.1 [bookmark: _Toc257199311][bookmark: _Toc295899699][bookmark: _Toc300650174][bookmark: _Toc334083489][bookmark: _Toc446943769][bookmark: _Toc468120254]Questionnaires Technique
[bookmark: _Toc257199312]The researcher   used structured questionnaires to collect data for this research. The appended set of questionnaires contained both closed and open-ended questions. Closed ended questions were formulated because they are easy to administer and easier to analyze.  Similarly open ended questions were used because they permitted a greater depth of response and expression. The questionnaires were administered to obtain data from those categories with numerous respondents.  Questionnaires have the advantages of being cheap, the questions can be made as easy as possible, easier to administer, and results in data were suitable for analysis as designed by the researcher. Structured questions were mainly used in the instrument but open-ended questions were also used where widely varied views on an issue were expected (Kothari, 2004)

3.7.2 [bookmark: _Toc295899700][bookmark: _Toc300650175][bookmark: _Toc446943770][bookmark: _Toc468120255]Documentary Review Technique
A number of documents including annual and quarterly reports, addendum in relation to the problem matter were reviewed to supplement the primary data collected by the researcher.  

3.8 [bookmark: _Toc295899701][bookmark: _Toc300650176][bookmark: _Toc446943771][bookmark: _Toc468120256][bookmark: _Toc257199313]Data Processing and Analysis 
All data collected were organized and checked before they are presented and analyzed to ensure completeness, accuracy, and validity. By completeness, it means all questionnaires were checked to see whether all questions were answered and handed over.  Either, questions were checked for assurance of completeness and the meaning correspondence with data needed.  By clarity it means data were checked to determine whether they were correct and corresponded to the questions’ requirements.  By validity, data were checked in terms of time reported and if they conformed to the objectives of the study.  This facilitated proper presentation in terms of tabulation and computation of percentage and frequencies through Microsoft Excel. Discussions and analysis were handled in accordance with percentage and frequencies generated and interpreted accordingly (Kothari, 2004).

3.9 [bookmark: _Toc468120257]Ethical Issues and Data Reliability
3.9.1 [bookmark: _Toc468120258]Ethical Issues 
Ethics are norms or standards of behavior  that guide moral choices about our behavior and our   relationships  with others, with main goal in research to make sure that no one suffers adverse consequences from research in one way or another. In order to ensure internal viability and accuracy of the results the research was guided by ethics and standards of research from the early stage to the final stages of the study. The researcher introduced himself to the chair persons and managers of   three SACCOS explaining the purpose of study and  requested  the management of SACCOS to assist in identifying potential  respondents.  After  identifying the potential respondents  the researcher  requested respondents to fill  in the questionnaires  without any coercion  and assured them the information given would  be kept  at the high level of  confidentiality and  would be used  for   intended purpose and not otherwise  (Collin, 2010)

3.9.2 [bookmark: _Toc468120259]Data Reliability
Data reliability was highly maintained by the study.  In making sure that the data collection tools were reliable to provide the intended data pre-testing of the data collection tools ( i.e questionnaires) were done prior to the commencement  of  data collection exercise. The findings from the pre-test enabled the researcher to address some difficulties observed in the data collections tools prior to the beginning of  official data collection (Saunders, 2009).
[bookmark: _Toc468120260]CHAPTER FOUR
4.0 [bookmark: _Toc468120261]DATA ANALYIS, RESULTS AND DISCUSSIONS


4.1 [bookmark: _Toc468120262] Introduction
This chapter presents and analyses data collected from the field regarding the role of SACCOS in financial intermediation focusing on views of 57 respondents in three different SACCOS from Kinondoni Municipality. The analysis and discussion of findings have been presented in line with specific research questions that guided the study.

4.2 [bookmark: _Toc468120263]Respondents Background Characteristics
A clear understanding of the socio-economic characteristics of the respondents involved in the study is of significant value in exploring on the role of SACCOS in financial intermediation. In light of this fact, the social background of the respondents in terms of gender, level of education and membership’ duration was investigated.

4.2.1 [bookmark: _Toc468120264]Gender of the Respondents
Global development   outlook emphasizes on gender equality as an important consideration in almost all spheres of life. As a result it was necessary for the study to establish the gender balance in the organization because it was guided by the logic that many psychologists believe  that females and males argue differently despite been exposed to the same kind of environment. According to the findings shown in Table 4.1 majority respondents 31 (54.39%) were females with 26 (45.61%) being males.
4.2.2 [bookmark: _Toc468120265]Respondent Level of Education
Education was considered to be one of the most important factor in the conceptualization, understanding and in implementation of ideas. As a result it was important for the study to find out the level of education attained by each respondent. The findings in Table 4.1 show that most 33(57.89%) of respondents  had certificates and diplomas with 16(28.07%) having bachelor degrees while 8 (14.04%) had master’s degrees.

4.2.3 [bookmark: _Toc468120266] Duration of Membership
[bookmark: _Toc456345028]It was important for the researcher   to establish the length the members of the SACCOS had been with respective SACCOS.  It is perceived that experience is a key component in organizational stability and performance. From the study the information shown in Table 4.1 indicated  majority of the respondents had been members of SACCOS for between 5 to 10 years  21(36.84%) , members of SACCOS  for less than 5 years  were 15 (26.32%),  members of SACCOS  between  11 to 15 years  were 14(24.56%) and  above 15 years were  7 (12.28%).

Table 4.1: Respondents Background Characteristics
	Variable or Category
	Frequency
	Percentage (%)

	Sex
Male
Female
Total
	
26
31
57
	
45.61
54.39
100.00

	Level of Education
Certificate/Diploma
Bachelor Degree
Master’s Degree
Total
	
33
16
8
57
	
57.89
28.07
14.04
100.00

	Duration of membership
Less than 5 years
5-10 years
11 –15 years
Above 15 years
Total
	
15
21
14
7
57
	
26.32
36.84
24.56
12.28
100.00


Source: Field Data, (2016)
4.3 [bookmark: _Toc468120267]The Role of SACCOS in Loan Provision to its Members and in Encouraging Borrowings
4.3.1 [bookmark: _Toc468120268] The Role of SACCOS in Loan Provision to its Esteemed Members
Provision of loan is a core component of SACCOS or any other financial intermediary. The researcher sought from the members if SACCOS were playing their part in providing loans and probably adopt strategies that are geared to encourage borrowings.  Using questionnaires the respondents were required to rank the proposed five strategies that are aimed at assessing the role of SACCOS in loan provision and encouraging borrowing. 

The findings presented in Table 4.2 showed that  50(87.72%)  respondents were in agreement that SACCOS enabled the required amount of money to be availed to their customers on time while only 7(12.28%) were of contrary opinion. Similarly 50(87.72%) respondents were in agreement that SACCOS enabled easy access of loans to their esteemed clients compared to 7(12.28%) respondents who opined otherwise. Another significant majority 50(87.72%) of the respondents were of the idea that SACCOS offered easy requirements for the access of the loans to their esteemed clients compared to 7(12.28%) who thought otherwise.  

Majority 50(87.72%) of respondents were of the idea that SACCOS was stable and reliable center for saving and borrowing for their members while 7 (12.28%) had different views.

[bookmark: _Toc456345029][bookmark: _Toc468120269]
Table 4.2:	Whether SACCOS Play any Role in Loan Provision to its Esteemed Customers
	The role of SACCOS  in loan provision to its esteemed members
	Strongly disagree
	Disagree
	Undecided
	Agree
	strongly agree

	
	F
	%
	F
	%
	F
	%
	F
	%
	F
	%

	Your  SACCOS enables the required amount of money to be availed to their clients at the right time
	
1
	
1.75
	
1
	
1.75
	
5
	
8.77
	
35
	
61.40
	
15
	
26.32

	The SACCOS enables easy access of loans to their esteemed clients
	
1
	
1.75
	
1
	
1.75
	
5
	
8.77
	
37
	
64.91
	
13
	
22.81

	The SACCOS offers easy requirements for the access of the loans by their esteemed customers
	
1
	
1.75
	
1
	
1.75
	
5
	
8.77
	
36
	
63.16
	
14
	
24.56

	The SACCOS is stable, and a reliable center for savings and borrowing for their members
	
1
	
1.75
	
1
	
1.75
	
5
	
8.77
	
36
	
63.16
	
14
	
24.56


Source: Field Data, (2016)

4.3.2 [bookmark: _Toc468120270]Screening Practices that are offered by SACCOS in Loan Provision
Loan advancement is the process involving two parties coming into the agreement of giving out and receiving money. Thus, it was important for the researcher to establish ways in which SACCOS screen their customers before lending. According to the findings majority of respondents 40(70.18%) acknowledged credit worthiness of the applicants was the most used screening strategy when advancing loan to customers with 12(21.05%) and 5(8.77%) citing recommendation by other members and observation of individual habits respectively.
[bookmark: _Toc456345030][bookmark: _Toc468120271]Table 4.3: Screening Practices that are offered by SACCOS in Loan Provision
	
	Frequency
	    %

	Observation of individual habits
	       5
	   8.77

	Recommendation by other members
	      12
	  21.05

	Credit worthiness of the applicants
	      40
	  70.18


Source: Field Data, (2016)

4.3.3 [bookmark: _Toc468120272]Whether SACCOS Encourage Borrowing
Since borrowing is a major component in the formation of SACCOS it was important for the study to establish from respondents whether their respective SACCOS encouraged them to borrow. The findings in the Table 4.4 showed that majority 55(96.49%) of SACCOS   members were in acknowledgement that their SACCOS encouraged them to borrow while only 2(3.51%) were of the opinion that their SACCOS did not encourage borrowing.
[bookmark: _Toc456345031]
[bookmark: _Toc468120273]Table 4.4: Whether SACCOS Encourage Borrowing
	
	Frequency
	    %

	Yes
	       55
	96.49

	No
	        2
	   3.51

	Total
	        57
	   100


Source: Field Data, (2016)

4.3.4 [bookmark: _Toc468120274]To What Extent does the SACCOS influence you to Borrow
[bookmark: _Toc456345032]After establishing that majority of SACCOS encouraged their members into borrowing from SACCOS, the researcher found it important to find out the extent to which the SACCOS influenced the borrowing from members. The results from the study indicated that majority 28(50.91%) of respondents thought the influence from the SACCOS into borrowing was at high extent while 18(32.73%) was moderate and  9 (16.36%) was low.
[bookmark: _Toc468120275]Table 4.5: To what Extent do the SACCOS influence you to Borrow?
	
	Frequency
	%

	Low extent
	9
	16.36

	Moderate extent
	18
	32.73

	High extent
	28
	50.91


Source: Field Data, (2016)

4.4 [bookmark: _Toc468120276]Strategies Adopted by SACCOS to Mobilize Savings and in Enhancing the Saving Culture
4.4.1 [bookmark: _Toc468120277]Role of SACCOS in Fund Mobilization
In order to provide the conducive environment of borrowing SACCOS must create an avenue to the access of fund.  In this study the researcher sought to know the opinion of SACCOS members on the role of SACCOS in fund mobilization. As appears in Table 4.6 majority 28 (49.12%) of respondents strongly agreed that SACCOS play important contribution in saving mobilization with 19 (33.33%) agreeing and 5(8.78%) undecided. On other hand  4 (7.02%)  respondents  were in  disagreement  that SACCOS  play important contribution in fund mobilization  with  only 1(1.78%) strongly disagreeing.

[bookmark: _Toc456345033][bookmark: _Toc468120278]Table 4.6: Whether SACCOS Play Important Contribution in Mobilizing Saving and Creation of Saving Culture
	
	Frequency
	    %

	Strongly disagree
	         1
	1.75

	Disagree
	         4
	7.02

	Undecided High extent
	         5
	8.78

	Agree
	        19
	33.33

	strongly agree
	        28
	49.12

	Total
	        57
	100.00


Source: Field Data, (2016)
4.4.2 [bookmark: _Toc468120279]Strategies that are used by SACCOS to Encourage Members to Save their Money with Them
It was important for the researcher to establish strategies used by SACCOS to encourage its members into saving with them. The researcher looked at some of the factors employed by SACCOS to attract its members into saving with their organization. According to the findings in Table 4.7 majority 34(59.65%) of respondents were in  agreement that dividend payment based on the amount saved were the  motivating strategy to save with them compared  to 5(8.77%) respondents who strongly agreed and 4(7.02%) respondents who were undecided. The study also noted that majority 32 (56.14%) of respondents were in agreement that  reasonable interest rates on loan was the   motivation enough  to the SACCOS members to save with them  while 18(31.58%) respondents strongly agreed and 5(8.77%) respondents were undecided.  Similarly 2(3.51%) disagreed that reasonable interest rate on loan was a motivating strategy used by SACCOS to encourage saving.

Another significant majority 33(57.89%) of respondents were in strong disagreement that prize giving and recognition motivated SACCOS members while 5(8.77%) respondents disagreed and 7 (12.28% were undecided.  It was also noted that  8(14.04%) respondents agreed  that prize giving and recognition was a motivating strategy to save while  only 4(7.02%)  respondents strongly agreed.  Similarly  most  29 (50.88%) of  respondents viewed  provision of loan based on or tied to the amount saved by members the motivating strategy to save with SACCOS while 16 (28.05%) respondents strongly agreed and  8(14.03%) were undecided.  Moreover, 2 (3.51%) respondents disagreed that provision of loan based on the amount saved was a motivating strategy to save while 2(3.51%) respondents strongly disagreed.

[bookmark: _Toc456345034][bookmark: _Toc468120280]Table 4.7: Possible Strategies that are used by SACCOS to Encourage Savings
	Strategies
	Strongly disagree
	Disagree
	Undecided
	Agree
	Strongly agree

	
	F
	%
	F
	%
	F
	%
	F
	%
	F
	%

	Dividend  payment based on the amount saved
	
1
	
1.75
	
0
	
0
	
4
	
7.02
	
34
	
59.65
	
18
	
31.58

	Reasonable interest rate on loan
	1
	1.75

	2
	3.51
	5
	8.77
	32
	56.14
	17
	29.82

	Prize giving and recognition
	
33
	
57.89
	
5
	
8.77
	
7
	
12.28
	
8
	
14.04
	
4
	
7.02

	Provision of  amount of loan based or tied to the amount saved by members
	


2
	


3.51
	


2
	


3.51
	


8
	


14.03
	


29
	


50.88
	


16
	


28.07


Source: Field Data, (2016)


4.4.3 [bookmark: _Toc468120281]Major Reason for you Saving with SACCOS?
The researcher found the importance of establishing the reasons as to why the respondents engaged into saving with SACCOS. Results from the study presented in Table 4.8 showed that a significant majority 45(78.95%) of respondents were saving with SACCOS for future investment while the rest were saving to cater for emergencies 4 (7.02%), smoothen cash flow 4 (7.02%) and accumulation of wealth 4(7.02%).

[bookmark: _Toc456345035][bookmark: _Toc468120282]Table 4.8: Major Reasons for Saving with SACCOS
	
	Frequency
	%

	Emergencies
	4
	7.02

	Smoothens cash flow
	4
	7.02

	Accumulation of wealth
	4
	7.02

	Save for future investment
	45
	78.95


Source: Field Data, (2016)
4.5 [bookmark: _Toc468120283]Perception on the Significance of SACCOS
Since SACCOS have  been established  to serve majority poor Tanzanians  by provide means of access of funds in the areas where by banking and other formal financial institutions that are governed by profit motives do not exist, the researcher wanted  to assess  how SACCOS  members perceive the importance of SACCOS in  fund mobilization and  loan provision.  According to the findings  shown  in Table 4.9  majority 26 (45.61%)  of respondents were in agreement that SACCOS were viewed as leading MFIs that mobilize funds and channel them for investment purposes compared  to 21(36.84%) who  strongly agreed and 8 (14.05%) who  were undecided.  

[bookmark: _Toc456345036][bookmark: _Toc468120284]Table 4.9: Perception on the Significance of SACCOS
	How do you perceive  SACCOS
	Strongly disagree
	Disagree
	Undecided
	Agree
	Strongly agree

	
	F
	%
	F
	%
	F
	%
	F
	%
	F
	%

	SACCOS are viewed as the leading  Microfinance Institutions (MFIs)  that mobilize funds and channel them for investment purposes
	


1
	


1.75
	


1
	


1.75
	


8
	


14.05
	


26
	


45.61
	


21
	


36.84

	SACCOS are the  lenders of choice by majority poor Tanzanians
	
1
	
1.75
	
1
	
1.75
	
8
	
14.04
	
27
	
47.37
	
20
	
35.09


Source: Field Data, (2016)

The findings also showed that 1(1.75%) respondent disagreed with the view that SACCOS are leading MFs that mobilize funds while 1 (1.75%) respondent strongly disagreed. Also it was noted  that  majority 27(47.37%)  of respondents perceived SACCOS as the lenders of choice by majority Tanzanians while  20 (35.09%) respondents strongly agreed and 8(14.04%)  respondents were undecided.  It was also noted that only 1 (1.75%) respondent disagreed with perception that SACCOS were lenders of choice while 1 (1.75) strongly disagreed.

4.6 [bookmark: _Toc468120285]Challenges Being Faced by SACCOS
Like any other business establishments, SACCOS face operational and strategic challenges in their day to day operations.  The researchers pointed out the likely major challenges that hamper satisfactory performance of  most  SACCOS in Tanzania. According to findings presented in Table 4.10 majority 7 (58.33%)  of respondents out of 12 respondents who were members of the management team, were in agreement that  major challenges  that were  faced by SACCOS include Limited product diversity, inadequate governance, unfavorable image,  lack of performance  standards  and weak supervision and regulations while 4 (33.33%) strongly agreed.  It was also found that   1(8.33%) respondent was undecided on   major challenges being faced by SACCOS.

[bookmark: _Toc456345037][bookmark: _Toc468120286]Table 4.10: Challenges Being Faced by SACCOS
	Challenges being faced by SACCOS
	Strongly disagree,
	Disagree
	Undecided
	Agree
	Strongly agree

	
	F
	%
	F
	%
	F
	%
	F
	%
	F
	%

	Limited product diversity
	0
	0
	0
	0
	1
	8.33
	7
	58.33
	4
	33.33

	Inadequate governance and management,
	0
	0
	0
	0
	1
	8.33
	7
	58.33
	4
	33.33

	Unfavorable image 
	0
	0
	0
	0
	1
	8.33
	7
	58.33
	4
	33.33

	Lack of performance standards 
	
0
	
0
	
0
	
0
	
1
	
8.33
	
7
	
58.33
	
4
	
33.33

	Weak official supervision and regulations
	
0
	
0
	
0
	
0
	
1
	
8.33
	
7
	
58.33
	
4
	
33.33


Source: Field Data, (2016)
[bookmark: _Toc468120287]CHAPTER FIVE
[bookmark: _Toc468120288]5.0 SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1 [bookmark: _Toc468120289]Introduction
This chapter presents the conclusions in relation to the objectives of the study. It also gives the implication of the study. The recommendations and suggestions for further research is also given.

5.2 [bookmark: _Toc468120290]Summary of Findings
This section looks at findings obtained from the research, comparison to what other scholars say as reflected under literature review.  The analyzed results are compared against the objectives of the research to assess how far these objectives have been achieved. 

5.2.1 [bookmark: _Toc468120291]The Role of SACCOS in Loan Provision to its Members and in Encouraging Borrowings
According to Mwangi, (2011) the basic role of financial intermediaries is transforming financial asset that are less desirable for a large part of the public into other financial assets that are more preferred by the public. The findings of this study showed that SACCOS played an important role in loan provisions to its members and encouraging borrowing in all three variables assessed. These variables include Loan provision 50 (87.72%) respondents, screening practice 40 (70.18%) and  the extent to which SACCOS encourage borrowings 28 (50.91%). The findings concur with the research findings by Mwangi, (2014) that concluded that SACCOS have a significant role in loan provision to its members and in encouraging borrowings.
5.2.2 [bookmark: _Toc468120292]Strategies adopted by SACCOS to Mobilize Savings and in Enhancing the Saving Culture
Originally, SACCOS have been created   in order to collect cash from its members and issuing loans to the same members. In order to do so they must establish some strategies geared to attract members to save with them rather than saving with other financial intermediaries.  The study required respondents to indicate possible strategies that are used by SACCOS to mobilize savings and enhancing saving culture. The results from the findings showed that major strategies adopted by SACCOS include dividend payment based on the amount saved, reasonable interest rates and loan provision of amount of loan based or tied to the amount saved by members.

5.2.3 [bookmark: _Toc468120293]Perception on the Significance of SACCOS
Formulation of National Co-operative policy and enactment of Co-operative act in which SACCOS are its main part was the government effort to usher in  a new era of speedy  economic development through alleviation of household poverty. The  researcher tested  how  members of SACCOS perceived on the significance of SACCOS by assessing two important variables that included the  views on SACCOS  as the leading  Microfinance Institutions (MFIs)  that mobilize funds and channel them for investment purposes and SACCOS are lenders of choice by majority poor Tanzanians. 

The findings showed that more than 82% were in agreement that SACCOS were the leading MFIs that mobilize funds, channel them for investment and lenders of choice.
5.2.4 [bookmark: _Toc468120294][bookmark: _Toc446943772]Challenges Being Faced by SACCOS
Since SACCOS are formed and managed by its members or management team controlled by members there are major challenges crippling the performance efficiency of these SACCOS. The findings showed that 11(91.66%)   respondents who were members of  SACCOS management team were in agreement that major challenges facing SACCOS includes limited product diversity, inadequate governance and management, unfavorable image, lack of performance standards and weak official supervision and regulation . The finding of the study concurs with the research findings by Mumanyi (2014) who highlighted similar challenges facing SACCOS in Mombasa County.

5.3 [bookmark: _Toc468120295]Conclusion
The study established   that promotion and strengthening of SACCOS are the best strategies that will enable members and the allied   parties such as banks to realize benefits accruing from existence and operations of SACCOS in our communities and the nation as a whole.  SACCOS have persistently continued to play the traditional role of mobilizing funds from the members with excess cash and lend them   to the members for investment purposes and other requirements.  

Since existence of  SACCOS  had enabled majority poor people to get  avenues  to the  access of funds especially in the environment  where the profit motive driven commercial banks are unwilling to operate,  ignoring the role of SACCOS  in financial intermediation  will be detrimental in the economic development of  Tanzania and other third world developing countries.
5.4 [bookmark: _Toc468120296]Recommendations
Contribution of SACCOS in financial intermediation in Kinondoni and Tanzania as a whole can be maintained  and strengthened by implementation of the following recommendations:
i. Strengthening of good governance is a necessity for sustaining the cooperative legacy and in the quest for excellence that will build on the strong foundation of cooperative societies.
ii. Elimination of challenges crippling the impressive performance of SACCOS by reviewing  the current policy and laws  governing co-operative societies in Tanzania.  The enactment of specific act on SACCOS and creation of SACCOS   supervision authority will improve performance of SACCOS.
iii. SACCOS should introduce additional strategies aiming at attracting   savings and deposits from their members. The possible strategies to be introduced include prize giving and recognition because they conducted study did not show   prize giving and recognition as one of strategies in encouraging savings.  Other strategy is   payment of interest to members on members savings using the prevailing banking market rate. Payment of interest on members deposits will likely influence some members with excess cash to deposit with SACCOS. 
iv. SACCOS should not only encourage their members to borrow cash from   them but also must assist in identifying the best and viable investment opportunities in order to minimize risk from business failures.

5.5 [bookmark: _Toc468120297]Areas for Further Research
This study aimed at exploring on role of SACCOS in financial intermediation in Kinondoni Municipality. There is a need to carry out similar study in  other  urban areas  of   upcountry Tanzania and broaden the sample size  in order to get further insight on the topic  because  the environment where upcountry SACCOS are operating is not necessarily similar to Dar es Salaam due to demographic differences.
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APPENDIX

QUESTIONNAIRE ON THE ROLE OF SACCOS IN FINANCIAL INTERMEDIATION
I take this opportunity to thank you in advance for taking your invaluable time to complete this questionnaire. The purpose of this questionnaire is to aid research on the role of SACCOS in financial intermediation. I wish to assure you that all information submitted will remain anonymous, and will be used purely for the purpose of this dissertation and will not be passed on to any third party. Kindly answer the questions as truthfully as possible.

SECTION A: 	Background Information
1. 	Please indicate the name of SACCOS __________________
2. 	Gender? Please tick. Male [    ] Female [    ]
3. 	Highest level of Education and training attained?  Certificate/Diploma [    ]
       Bachelor Degree [     ] Masters Degree [     ] Any others _______________
4 	How long have you been an administrator/Board Members/Member in the SACCOS?
	Less than 5 years [   ] 5-10 years [    ] 11 –15 years [    ] Above 15 yrs [    ]

SECTION B:	The Role of SACCOS in Loan Provision to its Members and in Encouraging Borrowings
1. The following are ways by which SACCOS encourage   members into borrowing from them.
Does your SACCOS  provide  the services to its members? Below statements will help you answer this question.
Key: 1 = strongly disagree, 2 = disagree, 3 = undecided, 4 = agree and 
5 = strongly agree.
	The role of SACCOS  in loan provision to its esteemed members
	1
	2
	3
	4
	5

	Your  SACCOS enables the required amount of money to be availed to their clients at the right time
	
	
	
	
	

	The SACCOS enables easy access of loans to their esteemed clients
	
	
	
	
	

	The SACCOS offers easy requirements for the access of the loans by their esteemed customers
	
	
	
	
	

	The SACCOS is stable, and a reliable centre for savings and borrowing for their members
	
	
	
	
	



2. In loan provision which of the following screening practices are offered by your SACCOS?
 Observation of individual habits [  ]   Recommendation by other members [   ] Credit worthiness of the applicants [   ]  None of the above [   ] 
Any other, please specify …………………………………………………..
3. Does your SACCOS encourage you to borrow? Yes [    ] No [     ]
4. If yes to what extent does the SACCOS influence you to borrow?
Low extent [   ] Moderate extent [    ]High extents [    ]


SECTION C:	Strategies Adopted by SACCOS to Mobilize Savings and in Enhancing the Saving Culture
1. SACCOS plays important contributions in mobilizing saving and creation of the savings culture.
 Strongly disagree [   ] Disagree [  ] Undecided [  ] Agree  [  ] strongly agree [   ]
2. What are the possible strategies that are used by your SACCOS   to encourage members to save their money with them. Below statements will help you answer this question
  
Key: 1 = strongly disagree, 2 = disagree, 3 = undecided, 4 = agree and 
5 = strongly agree
	Possible strategies that are used by SACCOS to encourage  members to save their money with them
	1
	2
	3
	4
	5

	Dividend  payment based on the amount saved
	
	
	
	
	

	Reasonable interest on loan
	
	
	
	
	

	Price giving and recognition
	
	
	
	
	

	Provision of  amount of loan based or tied to the amount saved by members
	
	
	
	
	



3. What is the major reason for you saving with SACCOS? (Please tick all applicable options)
Emergencies [   ] Smoothens cash flow [   ] Accumulation of wealth [   ] Save for future investment [    ]      Others (specify)………………………

SECTION D:	Public Perception on the Significance of SACCOs

Key: 1 = strongly disagree, 2 = disagree, 3 = undecided, 4 = agree and 5 = strongly agree
	How do you perceive the significance of SACCOS
	1
	2
	3
	4
	5

	SACCOS are viewed as the leading  Microfinance Institutions (MFIs)  that mobilize funds and channel them for investment purposes
	
	
	
	
	

	SACCOS are the  lenders of choice by majority poor Tanzanians
	
	
	
	
	



SECTION E:	Challenges Being Faced By SACCOS In Their Effort To Save Their Members
(This section to be completed by members of management of SACCOS )
Key: 1 = strongly disagree, 2 = disagree, 3 = undecided, 4 = agree and
5 = strongly agree
	Challenges being faced by SACCOS
	1
	2
	3
	4
	5

	Limited product diversity
	
	
	
	
	

	Inadequate governance and management,
	
	
	
	
	

	Unfavorable image 
	
	
	
	
	

	Lack of performance standards 
	
	
	
	
	

	Weak official supervision and regulations
	
	
	
	
	










