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ABSTRACT 

Several studies on saving and Credit Cooperative Societies, have explored the role of 

saving and credit cooperative societies in improving household welfare. However, there 

is still a challenge on how to inculcate the business virtues in the less adopted 

cooperatives to spread the benefits to a wider population. Therefore, the researcher 

aimed to assess the contribution of SACCOS on the improvement of household welfare 

as viewed to be deficiency 

The study used logistic regression analysis to forecast and measure the role of SACCOS 

in improving the welfare of the household. The study data shows that, the value of the 

interest rate of members’ loan is one of the significant influences on the improvement of 

household welfare.  

In addition, the finding shows that, household family size has inverse relationship on the 

improvement of household welfare. Also the study, show that age of the member has 

significant influence on the improvement of household welfare. In addition, the finding 

shows that education of the member has direct relationship on the improvement of 

household welfare. 

Based on gender, the finding shows that gender of the member has substantial influence 

on the improvement of household welfare by 10.6 per cent. In relation to the average 

monthly income the finding, shows that average monthly income has significant 

influence on the improvement of household welfare by 8.2 per cent. 

Based on this study, recommendations proposed will serve as measures to improve 

household welfare within Kinondoni District and any part of the world: By economic 

use of loans borrowed from SACCOS; through enhancing participation of educated 

personnel in widespread of SACCOS; through planning and control of household family 

size; and the maintenance of lower interest rate for SACCOS. 
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CHAPTER ONE 

INTRODUCTION 

1.1 General Background of the Study 

International institutions including the United Nations (UN) and the International labour 

organisation (ILO), within development field have taken key initiatives on the use of 

Cooperative Model in development forum. In 2005, the UN declared ‘The International 

Year of Microcredit’ as an approach to increase access to Banking financial services.  

In 2011, ILO conducted research about the proficiency, which the cooperative model 

had shown in the economic downturn of 2007/8. For the past decade, ‘Financial 

Inclusion’ has been the topic of discussion at every development forum. In Africa and 

Tanzania in particular, poor people normally encounter challenges in accessing credit 

from banking institutions as Individual (Olomi et al., 2008). 

As a means of improving their livelihoods of the poor normally they encounter 

challenges in accessing credits as they have little or no access to acquire credits (Can, 

2007, pp. 361-390). This means that elites have more privilege to acquire loans from 

banking and other non-banking microfinance. In this case, cooperative model was 

viewed as the vehicle to achieve objectives of these lower income earners. Thus, most 

of the poor people finance themselves through their own funds, forming cooperative 

(SACCOS) groups, loan from friends, family, moneylender, relatives and Village 

Community Banks (VICOBA).  

Typically, poor and lower income earners working class are termed as unbanked or 

under banked, because they either do not have the financial resources sufficiently 

enough to maintain bank service or acquire credits. Hence, nowadays people would like 

to borrow and channel their fund through economically financial stable institutions and 

easily accessible where one can negotiate easily. For instance, any SACCOS member 

may borrow up to three times of their deposits unlikely for profit making financial 

institutions.  

The main purpose of establishing SACCOS is to organise and improve the welfare and 

economic interests of its members. Evaluations need to be done to determine to what 
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extent SACCOS have led to the improvement of household income. Tanzania has a 

large number of micro-finance Non-Governmental Organisations (NGOs) which 

provide financial service to the poor. However, most of these NGOs are donor 

dependent (Maziku, 2007).  

Therefore, the opportunities for the poor to access credit through mainstream financial 

institutions have been and are still largely out of reach for most people in Tanzania. As 

a result, SACCOS has emerged to breach the gap by opening to more people the access 

to savings, cheap affordable credit and a chance for securing their future (Akide, 2005). 

This is because most poor people in Tanzania have inadequate access to services 

provided by financial institutions including banks due to inability of having immovable 

assets as collateral. According to Ahmed and Kaleem(2010), Microfinance Institutions 

(MFIs), especially SACCOS are better intrument in reducing poverty. 

Despite the fact that, SACCOS in relations to other micro-finance institutions as well as 

banks, performs abundant number of activities, which are entirely managed and 

controlled by the member themselves. There are still a number of countless challenges 

that SACCOs is facing including; inadequate capacity and strained human resources 

largely due to lack of sufficiency budget allocated for staff specialisation, training and 

recruitment. In addition, sound corporate governance and principles have not been sized 

fully (Owen, 2007). 

Hence, due to this existing gap between SACCOS and improvement in household 

welfare, gives the researcher with a great need of determining the contributions and 

strength of the SACCOS in improving the welfare of its member. 

1.2 Statement of the problem 

According to Wanyama (2008), although there is bright future of the cooperatives in 

liberalised economic environment, but still there is a challenge on how to promote the 

business virtues in the less adopted cooperatives to spread the benefits to a wider 

population. The cooperative movement in Tanzania has become a success story as result 

of reform and modernisation programs throughout the need for cooperative to be 

commercially viable business, but in some instances, coop are still operating 

unprofitable (Andrew, 2006). 
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In dealing with investment policy, it requires clear set of decision to deal with long-term 

objective of sustainable and profitable in cooperative sectors. Through this way 

investment by cooperative, meets the equity objective in relation to income distribution 

proper financial resources utilisation and efficiency objective in terms of increase 

national income and human capital development (MAFSC, 2015/2016). However, in 

meeting this goal, financial intermediaries in Tanzania should provide enough support 

to finance their objectives.  

This is because the Micro-Finance institutions priority is not to improve the life of the 

poor but; these MFIs are subjected to profit strategies (Kobia, 2011). In addressing the 

problem of poverty, through cooperatives, households have an exceptional advantage in 

transformation their families, wealth creation, improvement in social well-being  and 

development  of communities and society in general.  

1.3 Research Objectives 

The objectives for this study entailed both the general objective and the specific 

objectives. 

1.3.1 General objective 

The general objective of this research was to analyse the role of saving and credit 

cooperatives in improving household welfare. 

1.3.2 Specific objectives 

The specific objectives of conducting this research included: 

1. To find out the participation of households in SACCOS. 

2 To investigate the role of SACCOS in household welfare. 

3 To examine the impact of SACCOS in improving household welfare.  

1.4 Research Questions 

The research questions of this study were formulated basing on the specific objectives. 

The following three questions were designed in order to guide on the collection of data; 

 

1. How many Household in Kinondoni participate in SACCOS? 
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2. What are the roles of SACCOS on improving household welfare in Kinondoni? 

3. What are the impacts of SACCOS in improving household welfare? 

1.5 Significance of the study 

The research findings would add value to the body of knowledge on the contributions of 

cooperatives in improving welfare of indigenous people and poverty alleviation in 

Tanzania. Basing on the current emphasis on industrial economic development, it will 

have advantages to the policy makers through taking into considerations determinants of 

household welfare and factors that limit household accessibility on credits and loans. 

The improved household welfare will therefore result in bankable capacity of the poor 

nationwide that will lead to poverty eradication and development.  

However, it will require solutions for critical factors that affect performance of 

SACCOS on provisions of quality services. This research study aimed to investigate to 

the effects of the factors basing on individual financial performance especially to the 

Kinondoni household welfare. Also, this research study has academic importance to the 

researcher as it is among the criteria to be considered on the Master’s Degree award. 

1.6 Scope and limitation of the study 

The scope of this study encompassed the investigation of the contribution of SACCOS 

on improving household welfare focusing in Kinondoni Municipal Council in Mbezi 

beach due to existence of many SACCOS members where information can easily be 

provided by these members. Time constraints and financial insufficiency ristricted the 

study to a small sample of respondents and visits in Kinondoni and Mbezi Beach as 

mentioned above.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This includes the theoretical and empirical literature review. It entails a brief summary 

which guided this study and provides a narrative and visual structure representing the 

logical connections among key elements of the theory. 

2.2 Theoretical Literature Review 

2.2.1 The Relative Income Theory of Consumption 

This theory state that an individual’s attitude to consumption and saving is dictated by 

his income  related with abstract standard of living (Duesenberry, 1949). This theory 

gives understanding on how changes in income, can change aggregate consumption 

pattern.  

The theory in relation to SACCOS provides bases on how individual’s savings and loan 

provision can help poor people to overcome poverty and undertake some investment 

and hence  increase income and self-employment which in turn changes their attitude to 

consumption and savings.  

2.2.2 Life satisfaction, Household Income and Personality Theory 

Individuals with higher Neuroticism score enjoy income more than those with lower 

score if they are poorer and enjoy income less if they are richer (Proto, 2015) 

Personality has an important moderator in income determination, through considering 

how income and life events impact subjective well-being.  

Household income and satisfaction are two-way links, were as result of increase in 

household income the degree of consumption and satisfaction tends to be high. The goal 

of SACCOS is to ensure member satisfaction especially the lower income earners for 

the purpose of attaining individual neuroticism. Therefore, the theory provides 

ideological views, on how SACCOS can achieve member personality. 
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2.2.3 Keynes Theory of Income determination of 1936 

Keynes theory of income and employment states that in the short run, the national 

income and so of employment is determined by aggregate demand and aggregate supply 

in the country (Sammut, 2004). 

Keynes has stressed the existed correlations between income, output and consumption. 

Due to reasons that transactions are two sided meaning that one-person income is other 

person’s expenditure. In relation to SACCOS, Keynes theory gives an insight into how 

individual savings can affect household income and welfare at the short run period 

(Keynes , 2018). 

2.2.4 SACCOS and Agency Theory 

SACCOS are termed as micro-finance institution appropriate to outlet rural and poor 

people. According to Mudibo (2005), people have so far positively responded to the call 

to form SACCOS in both countryside’s.  It might be the reason that facilitated the 

growing of SACCOS in the world and Tanzania  

MAFC (2009); Mataba and Bamanyisa, (2009) found that, around 2009, there were 

5,042 registered SACCOS in Tanzania with membership of 822,685; share capital of 

Tsh. 26.6 million; savings and deposits that amounted to Tsh 107.4 billion. 

Management of  SACCO’s activities, is mainly done by the board of directors who are 

elected by their members to work on their behalf. Due to this reason, they create the 

existence of agency problems within SACCOS (Mataba & Haule, 2011). 

This relationship may create agency problems due to conflicts of interest among them. 

The conflicts affect the growth of SACCOS which also affects household income. 

2.3 Empirical Literature Review 

Different empirical studies have been undertaken to investigate on the role of saving 

and credit cooperatives in improving household welfare. Despite the studies undertaken, 

contradicting evidences have been presented to whether SACCOS contribute to the 

improvement of household income.  

For instance, Kopoka (2006), On his study Poverty Reduction Initiatives in Tanzania 

found that although the effort taken by the government of Tanzania on economic 
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improvement, still the poverty level continuous to be high and worsening, in rural areas 

compared to urban areas. On his study he says, in order to explain income poverty 

attempts must been made on the regional income poverty in Tanzania that will gives the 

bottom line results.  

However, the study examined the role of the Cooperative societies and NGO’s in 

fighting poverty, by determining the essentials of these institutions in creating people 

and gender- oriented macro-economic framework and programmes to improve 

economic growth and development. However, the study focused on the issues of gender 

imbalance of the period as the major hindrances towards SACCOS performance and 

lower household welfare.  

Bass and Henderson (2000) on their study on the benefits of savings in the area of 

Microfinance in Bamako Mali found that, institutions providing deposit services 

especially for poor people require them with capacity for safety and sounding deposit 

operations. This will require sounding institutional structure, good governance and 

ownership that will ensure effective financial intermediation between the borrowers and 

the savers.  

In today’s world members owned organisations, like SACCOS requires control of the 

borrowers in order to ensure savings risks are minimized to ensure safety deposits. On 

the other hand, other requirements include: strong management of credit, liquidity and 

interest rates risks, sound internal controls, appropriate management information 

systems and the financial capacity may hinder SACCOS operation, which need to be 

assessed to determine how they can affect members’ welfare in Tanzania especially of 

Kinondoni SACCOS participants. Anania and Kimaro (2016) on their study SACCOs 

and member Expectations report that Capital base of grassroots financial institutions is 

commonly narrow, thereby diminishing their capacity to lend cash withdrawals. 

USAID (2013)conducted a project titled ‘‘Performance Evaluation for the Coastal 

Regions Pwani Project’’ in which they found that, SACCOS within the Coastal region 

(Tanga, Coast, Dar es Salaam, Lindi, Mtwara and the Exclusive Economic zone 

including the Islands of Mafia, Zanzibar and small Islets) operate under the national 

integrated coastal environmental management strategy. A strategy designed to promote 
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sustainable development of coastal region, poverty alleviation, food security and human 

and institutional capacity. In their study, they found that through participation, Tanzania 

GDP growth rate has been impressive in the recent past, so this study indicates that 

SACCOS plays major role on improving household income.  

However, other previous studies like ‘‘Poverty Reduction initiatives’’ by the Ministry 

of  Finance and Economic Affairs, found that still the incidence of income poverty did 

not decline significantly; because Tanzanian’s depends on agriculture production which 

is highly subjected to climatic changes and decrease in agricultural produces. (Ministry 

of Finance and Economic Affairs, 2010) 

In assessing SACCOS, member savings (Mugeta, 2013), on his investigation says that 

savings deposited by members are not sufficient enough to finance member’s loans 

requirements and as result SACCOS are necessitated to look for other sources of funds, 

to meet demands. This can act as a threat for the most of SACCOs to have a sufficient 

capacity in improving the household welfare and national economic growth as whole. 

This indicates that SACCOS are growing in number but many of the SACCOS in 

Tanzania are financially unstable.  

In assessing member participation, Mwangi, (2011) found that, household cooperate 

because they have realized that, it is extremely difficult to grow and achieve their goals 

by working as individual. According to Verma and Gupta, (2004) found that 

cooperatives have emerged to be one of the potential institutions to provide goods and 

services to areas both in public and private sectors.  

On the other hand, Rock et al. (1998) described that, within SACCOS conflict arise 

between the Board members and their elected management. These conflicts arise due 

governance problem that may affect member’s participation and operations of the 

SACCOS, which may limit member’s participation. The likelihood of membership in 

SACCO programmes and depositing in a SACCOS increased with growth in income. 

Nevertheless, it seems that as the individual’s wealth growth up their financial demands 

changes that can be difficult to be saved by the saving and credit cooperative package 

offered.  
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Inadequate governance and poor management indicates that the management of the 

most SACCOS had been left in the hands of the management committee (Orute, 2004). 

These are the people who possess and use executive power and in most cases, some of 

these people are the elderly whose predisposition was to resist change from all quarters 

and fight for new ideas he added. He continues to argue that these elders were the 

individuals who regard any form of criticism, however genuine, as a conspiracy against 

them.  

He added that, this was not to say elderly people have not tangible things to offer to the 

SACCOS but what he was opposing to was a situation where the whole management of 

the time especially to cooperatives institutions like SACCOS was left in the hands of 

unethical management committees instead of managers with sound knowledge of 

financial management. It was in this era that, saving and Credit Cooperative institutions 

were highly evolved in corruption that led to stagnation and killing of the cooperatives 

in Tanzania.  

According to Bibby (2006), Successful SACCOS in Tanzania was not immune from the 

need to anticipate changes. Bibby argued that Posta na Simu SACCOS Limited was one 

of the Tanzania’s largest SACCOS, which managed to provide a number of services to 

employees of Tanzania Telecommunication Company Limited, Tanzania Postal 

Company (TPC), Tanzania Postal Bank (TPB) and Tanzania Communication 

Regulatory Authority (TCRA). However, after losing their jobs with TTCL, Posta na 

Simu SACCOS was threaten to reduce their members’ participation, which led to the 

drop in her capability strength.  

They were having a great duty of empower their members in terms of entrepreneurial 

skills for the basic goal of making their SACCOS sustainable. Chambo, (2003) argued 

that, internal constraints consist of the national system and micro-level dynamics of 

empowerment inside individual SACCOS. This was due to the reasons that in Tanzania 

there are many areas where the challenges of member’s empowerment manifest. This 

also was due to due to the external and internal constraints facing SACCOS on 

empowering its members.  
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In assessing women participation in MFIs, Maleko, (2013) reports that, while the 

majority of the female participate in informal financial institutions, few participate in 

formal institutions including SACCOS. On the other hand, males found as dominant  in 

asset ownership, membership governance and management. For the purpose of tackling 

these, the calls for liberalisation have encouraged the establishment of private 

microfinance institutions, including SACCOS, NGOs, and government sponsored 

schemes to stabilize gender balance. Moyoux (2001) argued that, the focal point of 

MFIs is to accredit women financial capacity and entitle their position within the 

societies, to have opportunities as men. According to Ofei (2002), SACCOS faces many 

challenges that include the following for sustainable growth and member’s 

empowerment: 

i. A reliance on low interest shares 

ii. A dependence on outside, subsidized funds to provide liquidity; 

iii. Weak credit administration, disregard for the borrower’s repayment capacity and 

an absence of real guarantees 

iv. Financial statements which overstated asset values and were accompanied by 

inadequate provision for loan loss 

v. Delinquency reporting which underestimated loan loss risk 

vi. Low earnings due to subsidized lending practice and  

vii. Low level of institutional capital. 

These challenges limit the ability of SACCOS to improve its efficiency in operation as 

well as improving household welfare. Therefore, assessment on the role played by the 

SACCOS towards improving the member’s welfare especially to the Kinondoni 

SACCOs participant was important.  

Several factors have been put forward to explain the role of SACCOS in improving 

welfare of their members. In assessing interest rate on loan, Grace (2008), entails that, 

deposit rates need to be competitive so that the financial cooperative can attract saving 

and growth. The target was to emphasise the need of improving settings on loan rates 

for the need of having competitive saving and credit institutions. This will provide 

chances for enhancing adequate capital streamline that will ensure the strength of 

financial cooperatives (Ridder, 2010). 
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In his study, he found that, the higher interest rates work against core purpose of 

establishing SACCOS, which is to save the poor. He argued that the higher interest rate 

does not reflect the basic goal of formulating SACCOS, which is to save poor. The 

SACCOS sometimes are charging relatively higher interest in relation to other sources 

of finance including banks. Charging higher interest reduces the rate of borrowing 

among the members. Ondieki et al. (2004) found that, the higher interest was due to 

external funding. External funding always is associated with higher interest rate, which 

becomes burden to the SACCOS members. 

Chikalipa (2014) conducted a study to determine the determinants of MFIs in Sub 

Sahara Africa. The study revealed that basing on the factor that influence lending rates 

in Sub Sahara Africa; finance costs, operating expenses, return on assets and inflation 

are the key but this study did not show clearly whether lending rate influenced 

microfinance institution on their financial performance and improvement on their 

members. Therefore, the need of assessing the general impacts of the interest rate and 

other determinants that may affect the improvement of the household welfare in 

Kinondoni will be necessary. 

According to Kwai and Urassa (2014), though SACCOS have been reported to play a 

significant role in the provision of financial services to the poor, that is, saving and 

credit for funding income generating projects to its members, further prerequisites is 

required for better outcomes. SACCOS must expand the scope of beneficiaries so that 

to increase positive impacts as well as providing credit accordingly to client’s demands 

to enable them invest in income generating activities (IGA’s) that are more productive.  

Magali (2013) applied multivariate regression analysis rural SACCOS sustainability in 

Tanzania using samples from Morogoro, Dodoma and Kilimanjaro. The study show that 

46 per cent of SACCOS in rural Tanzania mainly in Eastern and Central Zone were not 

sustainable because they accumulated large amount of None Performing Loans 

something that can be performed and affect SACCOS within urban areas particularly 

Kinondoni. 

In analysing lending impacts, the World Bank(1995), in their report on ‘Sustainable 

Banking for the poor in Niger’, report that for the aim of improving the ability of 
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donors, governments and participants need to design and implement policies and 

programs that will build sustainable financial institutions, and effectively outreach the 

poor.  

This will present a unique insight into evaluations of the challenges of building a credit 

union from the ground up. World Bank believes that, starting from the bottom will 

provide groups with insightful knowledge that will help them to improve instead of 

crediting them in form of donations.  

In a relatively short time, they have achieved a degree of sustainable and outreach with 

formulation of financial institutions. Izah (2014) conducted a study to examine the 

efficiency and productivity of Cambodian microfinance institutions (MFIs). He found 

that overall efficiency and success of MFIs in Cambodia is partly attributed to the 

effective implementation of regulation for microfinance. This needed to be assessed in 

Kinondoni Municipal Council to see how they can influence the household welfare.  

In analysing formulation of knowledgeable financial groups, Mugeta (2013) found that 

SACCOS member are lacking proper knowledge on cash management, financial 

planning, budgeting, credit use, and consumer decision something that hinders their 

financial decision and impact at large but also their economic growth rate and the living 

standards.  

Hence, this indicates that the role SACCOS has played on improving the economic base 

of poor people still undesirable something that is contradicting in relation to the World 

Bank research study. Caroline (2014), found that most of the farmers sell their produce 

below market price due to the lack of credits to finance their short-term obligation while 

at the long run the price of their commodity tends to be above the market price.  

Saving and Credit Cooperatives Societies through their short loan manage to overcome 

this threat by providing credits and prevent them from selling at below price by lending 

owners and merchants to obtain advances thus increase their welfare. The study 

revealed that, these credits enable people to develop agriculture and other related 

enterprises close to incomes generating programs and manage to improve their 

economic base.  
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The SACCOS members do not expand their income generating activities in order to be 

able to get a better price for their products. Increasing the amount of compulsory saving 

will enrich the long-term success of SACCOS as well. In addition, the SACCOS with 

reasonable amount of capital may decide to invest some of the capital in profitable 

businesses like apartment for rent, agents for supplying farm inputs and other 

investment priorities as per wishes of the member. The aim was to reduce external 

dependency on capital from bank government and other donor. 

Gine (2004) showed that, based on a general equilibrium model of the economy, the 

growth of financial sectors has significantly raised Thailand’s growth rate including 

persistent growth of non-microfinance cooperative institutions. This indicates that 

Micro-financial intermediaries especially SACCOS have contributed much on 

economic growth of the country, per capital income and household welfare.  

Burgess (2005) found that, positive effective on rural poverty, using experiment of new 

branching regulations in India that incentivized banks to underserved area.  

The study found that between 1969 and 1990 rural lending rates were kept below urban 

lending rates but initiatives taken by the Central Bank and after banking nationalization 

lending portfolio meet the lending target with respect to priority sectors. Mazunder and 

Wencong (2013) in Bangladesh found that, loans by SACCOS have a positive impact in 

poverty reduction and household welfare using regression model.  

Also, Nuriuki (2010) found that, the issues that hindering SACCOS performance 

include changes in management, member’s diversity, education and training and market 

risks. Ilemona et al. (2013) conducted a study to evaluate the impact of entrepreneurship 

skills acquisition in poverty reduction in Kogi state Nigeria that found that 65 per cent 

[of respondents accepted that lack of entrepreneurship skills affect performance of the 

SACCOS and household income. 

In assessing the effectiveness of saving on loan delivery to SACCOS, Mugeta (2010) 

found that SACCOS’ members are not aware of the SACCOS operating policies that is 

rules, by-laws, loans and savings policies, which limit them to be clearly aware of their 

responsibilities and rights as member of SACCOS. 
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Nyamsogoro (2010), in studying the factor affecting financial sustainability of rural 

microfinance institution; such as SACCOS found that: age, capital structure, interest 

rate, cost per borrowers, product type, size, number of the borrowers, yield on gross 

loan portfolio, level of portfolio risk, liquidity level, are the key factors that affect the 

effect efficiency and sustainability of rural MFIs in Tanzania.   

In that regard, the need of our study will need to examine the impact of SACCOS and 

other determinants in improving household welfare. The assessment of member 

awareness on loans policies and rules is important due to the changes on the business 

environments in which as a member of SACCOS might affect their improvement on 

welfare. The policies on applications on loans including interest rate policies collateral 

requirements and repayment terms on SACCOS at Kinondoni District in one way might 

have influence on economic growth of their member.  

On the other hand, in Southwest Nigeria using descriptive statistical regression model 

Taiwo (2012) found that, members of MFIs were increasing in terms of number and 

entrepreneurial skills and activities as well through awareness on granted loans. 

Member’s awareness was due to the MFIs training on investment strategies and 

guidance. In relation to Kinondoni training, proper knowledge on loan product and 

policies and other impacts need to be assessed to determine their relationships to the 

improvement on household welfare.  

2.4 Conceptual Framework 

Conceptual Frameworks is the combination of variables on how to explain phenomena. 

It defines the variables required in the research investigation that, therefore act as a map 

in conducting investigations. Figure 2.1entails the relationship of variables, that is 

independent variables and dependent variable that was applied in conducting this 

research. 

2.5 Definition of key terms 

There are several terms used to define the scope of this study. These are observed in 

formulation of the conceptual and theoretical framework and these include: 
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2.5.1 Saving 

According to Keynes (2018), savings are what a person has left over when the cost of 

his or her consumer expenditure, is subtracted from the amount of disposable income 

earned in a given time frame. Hence, it is that amount of disposable income left after 

consumption of consumer’s goods and accumulated or invested into direct capital 

equipment or indirectly to income generating activities like purchase of security.  

Saving plays major role in investments decisions. When a person increase saving 

through consuming less, tends to affect those who depend on him. Samwelson and 

Nordhaus (2009) argue that, the total income in the economy that remains after paying 

for consumption and government purchase refers to national saving or just saving. The 

total investible resources available at any time in the country are made up of domestic 

savings and external resources, which are obtained from, abroad in the form of foreign 

capital (Mankiw, 2008). 

2.5.2 Credit 

Credit is defined  as a contractual agreement in which a borrower receives something of 

value now and agrees to repay the lender at the same later date with considerations, 

generally with interest (Mankiw, 2005). Good credits normally act as a part of financial 

power. It helps individuals to get the things they need at a time, like a loan for a school 

fee, basing on their promise to pay later. Therefore, in order to qualify for loans in case 

of need it requires one to work on the ways to improve it. 

2.5.3 Cooperative 

A cooperative is an autonomous association of persons united voluntarily to meet their 

common economic, social, and culture needs and aspirations through a jointly owned 

and democratically controlled enterprise (Schaars, 1978). Cooperatives have played a 

major part on the development of Tanzania economy for more than 75 years. Since they 

have achieved success as well as failures, no other institution has brought so many 

people together for a common cause (Bibby, 2006).Due to the fact that  SACCOS as 

cooperative institution motivate saving and thrift, where by the government regards 

cooperative financial institutions as an important alternative to the commercial bank. In 

addition, loans provided by these institutions are not tight to collateral requirements as it 

has been performed by commercial banks. 
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2.5.4 SACCOS 

Kiwelu, (2016) define SACCOS as private financial intermediary whereby membership 

is open and voluntary. It is owned by its members who manage it democratically. 

SACCOS therefore are member-based institutions, which transform member’s savings 

into loans independently. The model of business for most of the SACCOS is through 

savings collected from the members. These savings are transformed to loans and then 

enable intermediations flow of money.  

Only SACCOS’ member has an access to the services as stipulated by Tanzania 

Cooperative Act of 2003. Through access to the provided services especially small 

loans believed to rise the welfare of their members which makes SACCOS as basic tool 

for poverty alleviation and the general economic growth of Tanzania. 

2.5.5 Cooperative Banks 

Strong cooperative financial institutions can be achieved through the establishment of 

new cooperative banks and the strengthening of those cooperative banks that are already 

existing. One of these banks initiated include Kilimanjaro Commercial Bank Limited. 

The bank for the people (KCBL) established with two basic objectives that is to 

organise savings from the public, especially cooperatives, and to lending to the public 

especially in rural areas for the purpose of advancement of production, crop market and 

other services activities conducted in rural areas.  

Therefore, the objective of the Cooperative Banks is to enable people at the grassroots 

level by offering adequate financial services. In such a case, SACCOS act as essential 

link between the bank and the rural majority. Within the cooperative bank, SACCOS is 

characterized by limited shareholding and ownership but the services obtainable are for 

all people like any other commercial banks that are open to the public. 

2.5.6 Microfinance 

Microfinance is a financial service that provide loans, savings and insurance to 

entrepreneur and small businesses, owner who doesn’t have access to traditional sources 

of capital, like banks or investors (Schreiner, 2000). The basic goal is to provide 

individuals money to invest in themselves and for their businesses. Therefore, they 
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normally focus on meeting the financial obligations and needs of the populations that 

are financially underserved.  

According to URT (2000), the overall objective of micro finance policy of Tanzania is 

to establish a basis for the evolution of an efficient and effective microfinance system in 

the country that serves the low-income segment of the society, and thereby contributes 

to economic growth and poverty reduction. Barrett et al. (2006) argue that the main goal 

of micro-credit is to improve the welfare of the poor because of better access to small 

loan.  

Inadequate access to credit sources for the poor may have negative impact to household 

living standard especially technological changes, food security, health and welfare 

(Diagne & Zeller, 2001). Therefore, access to credit affect welfare in different means 

including capital difficulties on initiating small microfinance Enterprises, and the 

possible solution to overcome this is through participatory groups including SACCOS.  

Hence, to enable the small business entrepreneurs and the poor in particular to finance 

themselves little credits and through saving, will reduce the opportunity cost of capital-

intensive assets relative to family labour thus encourage stable individual economic 

stability. 

2.5.7 Microfinance Institution 

A microfinance institution is an organisation that provide financial service to the low 

income population that is micro entrepreneur. Historical context explained how 

specialised MFIs flourished over the last few decades. From 1950 to 1970s, the target of 

the government was to providing subsidized agricultural credits to the farmers in hopes 

of raising productivity and income (Ofeh & Jeanne, 2017). 

During the 1980s micro-credit enterprises concentrate on loan provision to the poor 

women so that they can  invest in tiny businesses that will enable them to the 

accumulation of assets and raise household income and welfare (Hashemi et al., 1996). 

Due to need of improving women and poverty alleviation, has largely contributed to the 

emergence of Non-Governmental Organisation (NGOs) that provide financial service 

for the poor. Around the year 1990, many of the informal financial institution 
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transformed themselves into formal financial institutions in order to access and on lend 

client saving thus enhancing their outreach, BOT. 

2.5.8 Poverty 

Poverty is a situation whereby people’s failed to obtain their basic needs such as food, 

clothing and shelter (Mack, 2016). Poverty divided into two types, Absolute and 

Relative poverty. Absolute poverty is the type of poverty in which people cannot obtain 

adequate resources to support a minimum level of physical health, whereas, Relative 

Poverty is the type of poverty in which people cannot obtain a certain minimum level of 

living standard as determined by a government. Ssemogerere (2005) argued that, 

poverty is a multidimensional concept which may include social, economic, and 

political elements. They argue that, poverty can be measured by the proportion of 

population living below the poverty line. 

Chambers and Conway (1992) describe poverty as the lacks a usual or socially 

acceptable amount of money or material possessions. He propose to overcome poverty 

the poor households need to cooperate through formation of participatory groups like 

SACCOS. Therefore, establishment of SACCOS is to increase the accessibility to 

financial services especially to the poor households so that to eradicate poverty or slow 

it down. He says to large extent SACCOS has managed to provide financial credits for 

raising small investment project and paying school fee for their children. 

The poor households have to come together through creating SACCOS due to  the fact 

that they will be  highly adaptable, easily accessible and very flexible with a form of 

insurance to help them to access financial services to cater healthcare, rebuilding social 

network and children education. However, in a real sense, SACCOS can incur positive 

impacts to their members if proper procedures concerning cooperative value and 

principle are proper followed and training about financial management and control 

(ibid). 

2.5.9 Household Concept 

Household is a social unit consisting of home with people in it. Household therefore 

includes all the individuals living within one roof or occupying a separate housing unit. 

According to Goodwin (2006), household perform reproduction by caring for the 
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current and future generation of labour and for others, joint production through division 

of labour, income pooling, risk pooling and joint consumptions.  

2.5.10 Household welfare 

Household welfare can be indicated in terms of  better access to goods and services. The 

determinant of economic well-being of a household is the ability to consume more of 

his basic requirements. Canberra Group (2011) defines household income in broad term 

as the amount, whether in monetary terms or in kind, that is received at annual or more 

frequent intervals and is available for current consumption. Household income provides 

a measure of the resources available to the household for consumption and savings. 

However, income is not the only economic resources available to household. 

The Human Development Index (HDI), indicates progress in growth from 0.493 in 2010 

to 0.538 in 2017 in Tanzania. Although it indicates, growth still put the country in the 

low human development category, positioning it at 154 out of 189 countries and 

territories (United Nation Development Programme, 2018).  

This record indicates that Tanzania from independence up to date remains at the poorest 

economies. The rural areas are the one with lower income level where the poverty live. 

According to NBS (2009) the basic source of income for the rural household are the sale 

of food and cash crops. Oxfam International, (2007), report that, since the 1990s, 

millions of rural people who are reliant on agriculture were having very little chance in 

poverty reduction.   

Since independence, Tanzania has enjoyed political stability and peace and endowed 

with a wealth of natural resource; still the advantages have not been yet translated into 

better life of the population. 

2.5.11 SACCOS and Household Welfare 

In Tanzania poverty incidence remaining to be a big challenge, whereby out of every 

100 Tanzanians 28.2 were poor in 2012 compared to 36 in 2000/01 (HBS, 2012). World 

Bank (1997), report that, social sector reviewed in Tanzania, were indicating that, one 

third of the Tanzanian’s live in Households classified hard-core poverty.  
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Tanzania is committed to reduce by 19.5 per cent the portion of people below national 

basic needs poverty line by the year 2015 (MDG, 2006).  

Among the intervention-established measures for poverty, reduction involves the 

establishment SACCOS through which the government inspires citizens to participate 

on group financing as key efforts to fight against poverty (PRSP, (2000): Cooperative 

Development Policy, (2002, p. 10). This has made SACCOS to be more attractive to its 

members, which makes them to have access in financial sectors (Munyiri, 2006).  

Saving and credit cooperative societies have been basic tool that is appropriate to serve 

rural household in  poverty alleviation and development. However, some of SACCOS 

in rural communities are characterized by inadequate credit monitoring and control 

mechanisms, inefficiency loan collection mechanisms, and in appropriate loan delivery 

system, that leading to poor loan repayment rates high loan defaults and diversion of 

credit to consumption purposes (World Bank, 2017).  

SACCOS is expected much to increase the individuals households awareness of their 

benefits, and the way to get forward out of their financial constraints and instability. 

Credit supports poor people to change their consumption patterns during the lean 

periods of the year’s (Khandker, 1998).  

Household can benefit from SACCOS in variety of ways. They can have a secure place 

to keep their savings, can have ability to transfer money and make payments, and gain 

access to loans in higher amount that is three times of their savings higher amounts and 

with better terms than currents available financial institution in Tanzania. Through 

personal observation as SACCOS member, and savings institutions it is apparent that 

people in Tanzania save in vibrant and diverse informal financial sector (Munyiri, 

2006). 

However, although SACCOS termed as a most appropriate institution in improving 

household welfare, the developments with SACCOS were not different from other 

cooperatives. SACCOS are tied up with limited management capacity, poor supervisory 

and auditing capacity which narrow understanding of member’s need. Due to these, 

makes SACCOS not withstand the increase in member’s demands. To date there are 
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only handful of successful SACCOS, especially in place of work and in the Kilimanjaro 

region of the country where they have been able to re-organise themselves into a bank.  

2.6 Combination of the Variables 

2.6.1 Employment status 

The improvement of the household welfare depends on their employment status. 

Compensation for employment to individuals’ are wages and wages act as a source of 

income to the household, which can be used for savings and spending. The saved 

amount will act as primarily source of financing to a SACCOS. This saving will provide 

a base for members who are in need of borrowing to meet their obligations that will 

improve the welfare. Therefore, the degree of employment-intensity among the 

SACCOS members is extremely important features for achieving the goal of improved 

household welfare. 

2.6.2 Age of Household head 

Members Ages groups can either increase or decrease efficiency of a SACCOS to 

improve the welfare of household through lending. The age group of 60 and above are 

less productive in majority, compared to the youths who have better chances of 

improving their welfare through spending of loans borrowed from SACCOS in 

productive economic activities in relation to the aged groups.  

2.6.3 Gender of Household 

SACCOS members who are married, widows and divorced have limited chances to 

improve the welfare of households due to larger number of dependants on their 

incomes. The possibility of SACCOS to improve the welfare of household who are not 

yet married is easily attained through their access to loans in relation to married, 

widows and divorced one.  

2.6.4 Education level of Household head 

The improvement of individual’s income depends on the level of education largely. 

There is income variation between skilled personnel and unskilled one. If the household 

member is well educated, the ability to raise income will be higher compared with 

individual with low level of education. Hence, SACCOS can improve the household 

income if they are well educated than non-educated household.  
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2.6.5 Economic Use of the Loan 

The improvement of the household income depends on the economic use of the 

borrowed money. Proper allocation of the borrowed amount to income generating 

activities will improve the household income while poor allocation contributes to lower 

household income. SACCOS can easily improve the household income that has 

financial discipline on the amount they borrow. 

2.6.6 Interest rates 

Amount of fees charged to the borrowed loan contributes much to the improvement of 

household welfare. However, higher interest rate charges can lead to worsening 

household welfare while reasonable charges of the amount of money borrowed by 

SACCOS member can contribute to the improvement of the household welfare. 

2.6.7 Household Family Size 

The ability of the SACCOS to improve the welfare of household depends on the persons 

who rely on their income, as they are primarily source of income. The size of the family 

can affect the income and welfare of the people. Therefore, the ability of the SACCOS 

member to save or use the amount of loan borrowed in investment project will be lower 

if he or she has many dependants related to the one with no dependants.   

2.6.8 Average Monthly Income 

Income generated from business, investments and employments can influence the 

success of SACCOS on improving household welfare. If the average income generated 

from these sources is high, the household capacity on loan borrowing will be higher and 

may significantly affect the improvement of the household welfare. 
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Figure 2.1: Conceptual Framework 

Source: Author’s Construct, 2019 
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Figure 2.1 indicates the independent variables and dependent variable. Independent 

variables involves interest rates, Provision of entrepreneur skill and dependant’s level. 

2.7 Research Gap 

The above reviewed literature indicate that, there is a knowledge gap, and several 

questions, which are not clearly covered by these existing literature and studies. These 

include household saving habit, Economic activities of household, Dependant size, 

Cooperative Credit Policy, Loan Procedure and condition required to provide these 

loans, and the Issue of Interest Rate, on improvement of household welfare.  

The issue of whether loan amount provided by SACCOS, savings deposited by member, 

training and advisory services provided to these members are not enough to contribute 

to the improvement of the household welfare especially for Kinondoni District. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

According to Kothari (2004), the methodology of research represent a systematic way 

of solving a research problem. Hence, it is a systematic and scientific way of conducting 

research. This part explain the methodology used in carrying out this study. It involves 

description of research design, area of study, population, sample and sampling 

procedure, data collection methods and data analysis plan. 

3.2 Research Design 

The case study in research design explain characteristics of a particular individual, 

group, outcome, conditions, behaviour and occurrence and investigations on the 

SACCOS in order to find out the extent on its performance and success on improving 

household welfare.  

The choice of case study design aimed to obtain more information and clarifications 

towards the success of SACCOS operations on improving household welfare. Also, due 

to the difficulties on conducting research all over the country hence, the choice of case 

study was much easier.  

3.3 Area of the study 

The study purposively focused in households members involved in SACCOS including 

Employed households and non-employed, who generate their income activities from 

employments, businesses or investments at Kinondoni district in Dar es Salaam. The 

study was specifically be conducted in Kawe ward specifically; Mbezi Beach A and B. 

Also, Kunduchi ward specifically; Mtongani, Tegeta, Ununio, Kondo, Pwani, and 

Kilongawima. 

Kinondoni Municipal council is a district of Dar es Salaam city, with a large number of 

SACCOS members hence can provide relevant information for the study. Also, it was 

due accessibility and familiarity of the researcher to the targeted area. This chosen area 

represents the other parts of the country. 
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Dar es Salaam is largely known as the largest commercial City in Tanzania, which is 

located in the eastern part of the country, bordered by the Indian Ocean. The city is 

highly populated with the estimate of more than five million residents with about 120 

different ethnic groups from other parts of Tanzania.  

3.4 Population of the Study 

Population defined as the set of people to which findings can be generalized (Krieger, 

2012). In assessing the success of SACCOS on improving household welfare, the focus 

was given to various members of SACCOS, which are operating in Kinondoni 

Municipality. Kinondoni district has a population of 1,775,049. The population size of 

Kunduchi ward is 75,016 (National Population and Housing Census, 2012). 

3.5 Sample Size and Sampling Techniques 

3.5.1 Sample Size 

Sample size is the number of items that are selected from the universe to constitute the 

sample (Lavrakas, 2008). Although it is possible to collect data from the whole 

population, the study covered only 80 respondents from five (5) SACCOS. The sample 

size was considered to represent characteristics of the whole population and bring good 

results at the analysis stage. 

3.5.2 Sampling Techniques 

The study use both random and purposive sampling procedure. Household with 

SACCOS members were picked randomly for reducing bias. In addition, individuals 

with vital information including leaders were selected for further relevant information.  

3.6 Data Collection Methods 

Since the number of population is termed to be high. There were two methods used in 

collecting data. This involved questionnaire and documentaries. The questions used 

were structured and unstructured questions. 

3.6.1 Documentaries 

This involved gathering of information from existing SACCO’s report and documents, 

if any. This includes report on credit regulation and system, which the SACCOS 
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members require to follow in acquiring loans and information that included location of 

the SACCOS in the community. 

3.6.2 Questionnaire 

In the process of collecting information from the respondents, closed ended questions 

were applied. This is due to the reasons that it is the easiest method of data collection 

that helped to get the information from the field in time by distributing printed-paper to 

the respondents who are the member of SACCOS and non-members to see the 

differences at Kinondoni district.  

3.7 Mode of Data Analysis 

3.7.1 Logistic Regression Model 

Binary logistic model was opted in this study due to the fact that, logistic regression 

considered the correlation among the exogenous variables. Dependent variable was 

assumed as binary, that is improvement in household welfare, and was termed as with 

value of 0 and 1.  

This means that 0 if household welfare was not improved and 1 if it was improved. 

Application of this model was necessary in data analysis because logistic regression 

model limits the values of the dependent variable to assume a value 0 or 1.  

On the other hand, the disturbance term in linear probability model is estimated to suffer 

from sub-populations that have different variability’s from others. In addition, the 

model assumes that, there is need of not omitting the important variables that means all 

relevant variables are involved in the model.  

Similarly, it assumes that not to include all unnecessary variables, Also, this assumes 

that there is no error in measuring independent variables and the result are not linear 

groupings of one another. In addition, if decision is to be taken in relation to 

improvement into household welfare in the Kinondoni District, among all other factors, 

a probability model was used and the binary dependent variable was termed as dummy 

variable.  

This means that, Yi has two possible values, 1or 0 if SACCOS has improved the 

household welfare or not. Hence; 



 

28 

 

Yi = Xiβ+£...........................................................................(i) 

This indicates that the probability of improvement of household welfare (Yi) 

dependents on the vector of independent variables (Xi), unknown parameters (β) and the 

error term (£).  

The improvement of household welfare indicated as (Yi =1ļ Xi), which empirically 

modelled as function of independent variables such as Cooperative Credit Policy, Age 

of Household head, Household Saving Habit, Gender of Household, Education level of 

household head, Economic Activities, Interest Rate, Marital Status Average Monthly 

Income and Household Family Size. 

Through assumptions that the cumulative distribution is logistic, the probability of 

improvement of household welfare was estimated by the use of logistic probability 

model specified as;  

P (Yi = 1ǀ Xi) = F (X’ β) =  .................................................. (ii) 

F is assumed to be cumulative distribution function. The model above implies that 

changing magnitude of the marginal effects for the independent variable and the 

coefficients gives signs of the marginal effects of each of independent variables on the 

probability that household welfare was improved in relation to the availability of the 

SACCOS. 
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CHAPTER FOUR 

RESULTS AND OF THE FINDINGS 

4.1 Introduction 

This chapter presents the findings and results obtained with reference to the study 

objectives in chapter one and methodology outlined in chapter three. The presentation 

of this chapter has been analysed into four sections that include the demographic 

descriptive analysis; the economic descriptive analysis; discussion on the results basing 

on specific objectives and discussion on the description of the logistic estimations. 

4.2 Demographic Descriptive Analysis 

This section presents respondent distributions based on age, marital status, gender, 

education and household family. It has been necessary to find out demographic 

distribution and characteristics of each respondent as it may affect participations, 

borrowing behaviours and contributions toward SACCOS. 

According to Yanagisako (2001), demographic variable is a variable, which is 

connected by researchers to define the nature and distribution of the sample used with 

inferential statistics. Hence, demographic variable is important in analysis and 

classification of demographics data in statistics, census and survey.  

4.2.1 Age and Household Size of Respondents 

According to Yanagisako et al., (2001) “age at marriage, life expectancy, and fertility 

shape the composition of households at any given time in a population”.  

 

According to URT (2006), population structure tends to be changing in nature that 

means is not static and it changes from time to time as due to changes in ages of 

members in the population of a particular area. In relation to SACCOS, the researcher 

aimed to examine the age categories of each individual in relation to SACCOS’ 

activities participation. The result of this study shows that groups of respondents were 

distributed into three categories that are (18-30) young adults (31-50) middle-aged 

adults and (51-60) were senior adults.  
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Hence, this indicates that SACCOS’ respondents were aged between 25 and 59 years 

with total average of 42.18261 years (see Table 4.1).This result indicates that large part 

of SACCOS members were the middle-aged adult who face various obstacles from 

fulfilling their expectation.  

Therefore, many people in this group within the area of the study are highly matured 

with active working ability, energetic, motivated to performance and efficient in the 

participation in the SACCOS activities to ensure efficient operations of the SACCOS. 

In addition, the middle adult group endowed with high capacity in involvement of 

various economic activities, for the purpose of profit generations for example one of the 

SACCOS group in Kunduchi who engaged in tailoring production activities.  

The theory is supported by some of findings that include; UN, (2017) argued that, a 

relative increase in working-age of the population can help to accelerate increase in per 

capita income and economic growth. Cook-Greuter, (2013) argued that, development is  

possible for adults, but not just a matter of course; that means it could be encountered 

by challenges and supports, but never be forced or guaranteed. 

Table 4.1: Age and Household size distribution of respondents 

S/N Variable or Category Obs. Mean Standard 

Deviation 

Minimum Maximum 

1.  Age 100 42.183 8.863 25 59 

2.  Household family size 100 6.261 1.681 3 11 

Source: Author’s Construct, 2019 

From the results of the findings, most of respondents were between the ages of 25 to 

59years and women are of larger number in participation in relation to men. Hence, this 

result suggests that most of the SACCOS members are middle adults with greater 

number. The researcher wanted also, to examine the marginal effect between the sizes 

of the family and the ability to use SACCOS voluntary savings (See Table 4.1). 

There have been arguments deliberately on whether the number of children or members 

of the family are correlated with the economic well-being of the family. It has been 
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argued that the social settings of less developed countries children make a net economic 

contribution to their parents, especially in the long run (Moore, 1992).  

This means that family with many children are eventually better than those with few 

children. Nevertheless, to this study it was found that increasing in household member 

to the family decreases the ability of the SACCOS member to use voluntary savings. In 

addition, the increase in number of the family increases consumption expenditure, in 

which lowered savings of the SACCOS household. The result of this research reveals 

that the average size of the household family 6.26086 of the respondents while the 

minimum size of the members was 3 and the maximum 11(See Table 4.1). 

The findings agree with Dirar, et al., (2017) who argued that, large household family 

lowers the capacity of the households on voluntary savings. Hence, the findings of this 

study confirm that, family planning is important to SACCOS members in order to boost 

capital formation through enhancing savings. 

4.2.2 Gender distribution among respondents 

Gender balance was necessary for the study for the purpose of establishes and examines 

the composition and relationships of membership participation in SACCOS activities 

and awareness. Gender in this study represent status of the respondents that is male and 

female as a guide from different psychologists who believe that female and males 

argues with differences despite being exposed to the same kind of environment.  

This was aimed to see whether criteria for joining SACCOS segregate or do not 

segregate people basing on their gender status. Findings from this study show that 72.17 

per cent of the SACCOS respondents were female and 27.83 per cent male (See Figure 

4.1). 



 

32 

 

 

Figure 4.1: Gender of respondents in Kinondoni Municipality 

Source: Household Questionnaire, 2019 

The study indicates that in recent year’s female participations towards SACCOS 

activities are high in relation to male participation compared to the year 1960s to 1990s 

in which females was limited in participation of SACCOS activities as they were facing 

challenges in the land ownership. Hence, the active member of SACCOS nowadays are 

females compared to the males in terms of activities and participation in SACCOS (see 

Figure 4.1). 

The study is in agreement with Mandey (2015) who argues that SACCOS model was 

specifically formed for the purpose of accessing loans for improving the poor life, in 

which to the most cases small business entrepreneurs face capital constraints and that is 

why access to credit has been the main demand.  

This finding indicates that women are most affected group with the incidence of poverty 

within families, which makes them more likely to seek out sources of financing that 

lifted their families out of poverty problems by participating in group financing like 

forming SACCOS, which tends to be the best solution to them. 

This is the reason why women participate in SACCOS’ activities more than male. Not 

only this but also the finding is in agreement with Magali, (2013) who argues that 
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Microfinance institutions are well sought out strategy as one among the motivating 

forces toward women empowerment.  

According to Magali (2013), microfinance institutions provide women with 

opportunities to start up their business, out of which the income generated help to 

provide important family needs like taking children to school, providing food and 

clothes among others. It is believed that through providing women with proper 

resources increases women’s ability to secure the whole family and entire community to 

escape poverty.  This is due to the reasons that women are highly tolerant for the sake of 

fulfilling their requirement than how men can do. 

Not only that, but also women have the degree of tolerance but women have higher 

incentive in loan repayment than men. This allows them easily to access SACCOS loan. 

In addition, women have higher ability to save in relation to men, which makes them to 

borrow larger amount for the aim of financing their needs as it is three times of their 

savings. Therefore, from this findings of the study confirms that majority of SACCOS 

member are female.  

4.2.3 Marital Status of respondents 

Marital status was considered in this study represented by respondents who are married 

and not married (single), widow and divorced. SACCOS in Tanzania are typical 

cooperatives institutions that are established, structured and governed according to the 

principles, values and ethical guidelines that are acceptable by International Cooperative 

Alliance (ICA).  

In Tanzania, SACCOS have progressively become primary avenues for financial 

facilitation of Tanzanians to address their respective social-economic challenges and 

poverty alleviation programs without segregating people basing on marital status. The 

basic aim of the researcher was to evaluate and examine the important role of marital 

status on the contribution and success of SACCOS in improving household welfare. 

Also, the researcher wanted to identify the mostly active participating group in 

SACCOS activities and the most contributing group in income generating activities in 

relation to other groups.  
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The findings of the researcher (see Figure 4.3) shows that, 64.35 per cent of the 

respondents were marriage, 20.87 per cent were single, 13.91 per cent where widowed 

and 0.87 per cent divorced. This indicates married couples were the most participating 

group in SACCOS compared to other groups. This is due to the reasons that married 

couples are inspired to change with many responsibilities that require sources of 

financing including constructions of their houses, paying for school fees, taking care of 

their families and financing their business plans. 

Thus, the findings on marital status appear to be consistent with the theory described in 

Gouskova et al., (2010) which states that, economic benefits of the individuals who are 

marriage includes, pool of assets, living in the same household, access to spousal health 

insurance, and shared household labour. Reed and Harford, (1989) observed that, 

individuals who are marriage can  raise their own material goals and enhance the value 

that are comfortable for improving standard of living. 

 

Figure 4.2: Marital statuses of the respondents 

Source: Household Questionnaire, 2019 

Therefore, the finding of this study (see Figure 4.2) indicates that, 64.35 per cent of the 

married respondents participate in SACCOS due to their family responsibilities that 

require extra source of financing. Due to this, reasons they tempt to engage in SACCOS 

for the purpose of solve their financial constraints they are facing.  
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This finding is in support with Backer (1981) who found that, marriage makes families 

better off party by allowing individuals within the families to specialise, which yield 

greater productivity on the part of the mother and father. In addition to specialisation, 

married couples who have permanent settlement have more commitment in economic 

prosperity which makes it easy to borrow and repay back their loan for the need of 

improving their family earning and responsibilities towards economic growth.  

Hence, from the findings, it is confirmed that, married couples who have permanent 

settlement should be more targeted for the success and improvement of the SACCOS as 

due to their need to improvement and commitment. Married couple who have 

permanent settlement are highly committed in repaying there loans which is profitable 

to the success of SACCOS.  

4.2.4 Education qualifications of the Respondents 

Education is presented by respondent academic qualification in this study. Although 

SACCOS does not consider academic qualifications for an individual membership 

acquisition, educations may be good indicator for developing skills, knowledge, 

individual capacity of self-help and self-responsibility.  

Due to this reasons the researcher want to analyse and examine as whether the provision 

of education and training in SACCOs was done in accordance to the present governing 

instruments, and what extent does education has contributed to the success and 

performance of SACCOS operations for the their basic goal of improving household 

income and poverty alleviation in Kinondoni Municipal Council. It is believed that Co-

operative education have served as a source of inspiration in SACCOS performance and 

operations.  

Also, Kunhu (2011) found that, co-operative education and training has been among the 

main areas of intervention by supporting institutions in countries where the co-operative 

movements exist. Kunhu believes that the success of co-operative movement depends 

on co-operative education and training of the member as well as the application of 

cooperative principles. Through members education that was the key success of the 

growth of cooperative societies in the lower developing counties (LDCs).  
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Bwana and Mwakujonga (2013) suggest that, the governments should concentrate on 

building strong member controlled co-operatives, promoting good leadership, 

promoting strong and effective co-operative development support and improving co-

operative education and training including SACCOS. In Tanzania, the government is 

putting various efforts to promote provision of education and training to co-operative 

sector.  

 

Figure 4.3: Education Qualifications of the Respondents 

Source: Household Questionnaire, 2019 

From the finding of this study, it was found that household participating in SACCOS 

from Kinondoni district has various levels of education qualifications status in which 

37.39 per cent have attained secondary education, 47.83 per cent have attained college 

education and 14.78 per cent University education. The results of this study (see Figure 

4.3) indicate that, in Kinondoni many household members who participate in SACCOS 

have attained college certificates and secondary education.  

Murchie et al. (2009) argue that individuals can be successful without academic 

qualification but the road to success would be risky. A proper education gives a head 

start and makes success easier to achieve. Therefore, although large part of the 
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respondents have college certificates there is still an important need to train and educate 

co-operative members especially SACCOS to enhance their capacity in income 

generating activities that bring results within SACCOS and improve sustainability of 

their groups.  

4.3 Economic Descriptive Analysis 

Economic variables are the measure that assist in determination of how an economy 

functions. In this study economic variable includes; employment status and average 

monthly income. 

4.3.1 Household employment status 

Cooperative has been acted as important business entity in enhancing the economic 

condition of their members through creating employment opportunities and income 

generating activities for improving member’s welfare. The researcher in this section 

wanted to examine the variations on household savings and expenditure between 

employed and non-employed respondents.   

 

Figure 4.4: Employment status of the Respondents 

Source: Household Questionnaire, 2019 
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The findings in this study indicate that, 49.57 per cent of the respondents were 

employed in public and private sector while 50.43 per cent were unemployed (See 

Figure 4.4). The implication of this is that the respondents who are employed are the 

ones who have limited chance to engage in business activities something that limits or  

narrows their saving, borrowing and participation in SACCOS while the savings from 

self-employed and borrowing are higher as they save and borrow frequently to finance 

their investments.  

4.3.2 Average Monthly Income 

The average monthly income often has direct relationship to household saving. 

According to Keynes  (2018), the level of income and expenditure influence the saving 

capacity of the individual. In most cases, the low developing countries have always 

faced the problem of development due to inadequate saving capacity of their people. 

Adams (1978 and 1983), argued that, in recent years savings behaviour and habit in 

third world countries, have been made attractive to increase attentions of the researcher 

as  it contributes to the economic growth development.  

Table 4.2: Average Monthly Income 

S/N Variable Obs. Mean Std. Dev. Min. Max. 

1.  Average 

Monthly 

income 

100 785350 137150 500,000 990,000 

Source: Author’s Construct, 2019 

The basic aim of the researcher was to investigate the existed relationship between 

different individual’s earnings with their savings that gives them credit to borrow. From 

this study, Table 4.2 indicates that average earnings was Tsh.785350/= per month where 

the minimum earning was Tsh. 500,000/= while the highest income was 990,000/=.  

Also, the study indicates that the higher income household earners were the ones who 

have higher saving ability in relation to the household members who have lower 

monthly income. Therefore, this study shows that, SACCOS members are of different 

levels of income, and their savings vary according to income differences.  
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4.3.3 Nature of Household Saving 

The researcher wanted to examine the ways in which SACCOS used to encourage its 

members into saving habits and establishing the needs as to why SACCOS member 

engaged into saving with the SACCOS and no other financial sectors. The study viewed 

on some of the factors employed by SACCOS to encourage them to save with their 

organisation.  

The study found that SACCOS in Kinondoni Municipal Council played an important 

role in mobilizing saving to its members and develop the saving culture within them. 

SACCOS administrator establishes respondent’s culture saving strategies through 

creating and encouraging prize giving that is done by one of the SACCOS in Ununio 

area, motivations on reasonable interest rate that are aimed to favour their member and 

good saving product which is accessible. 

 

Figure 4.5: Reasons for saving with SACCOS 

Source: Household Questionnaire, 2019 

The study also found that the needs of the SACCOS member to engage into saving with 

their organisation were viewed as some save with their business entity for future use, 

education, construction, and some for expanding their business. Figure 4.5 indicates that 

48 per cent of the respondents save for future use, 24 per cent save for education and 18 

per cent save for construction, while 10 per cent save for expanding their business.  
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4.3.4 Cooperative credit policy 

Cooperative credit policy in this study is representing the guidelines that aimed at 

securing members’ investments in SACCOS. Co-operative credit policy differs from 

that offer in the market. Normally, this policy is not entailed in the same way as it is in 

marketing banking systems, they have been planned in the way that favoured their 

members for their betterment hence make their loan products become much less 

expensive in relation to other sources of financing and more quickly available. 

However, beside this, entire loan repayment especially in East Africa has noted to be the 

major problem (UNCTAD, 2009). 

The researcher aimed at examine and determine the contributions of co-operative loan 

policy and their effects on loan provision and repayment toward improvement on 

household welfare in Kinondoni District by considering effects on 

Individual capacity to repay, collateral requirement, interest and individual loan size. 

According to Elliot et al. (2013), management should incorporate changes in strategic 

direction and risk tolerance periodically by revising credit policies or market conditions. 

The aim of doing this review is to allow incorporation among the members of SACCOS 

to ensure their preference so that their needs can be met according to their expectation.  
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Figure 4.6: Cooperative Credit policy 

Source: Household Questionnaire, 2019 

The findings of this research (see Figure 4.6) indicate that 43 per cent of cooperative 

credit policies were affected by collateral requirements, 28 per cent repayment capacity, 

21 per cent size of the loan and 8 per cent interest rate. The results of this research 

suggest that, the reforms on collaterals should be considered so as to encourage 

members borrowing that enabled them to finance their gaols since they are willing to 

repay with little burden from the rate of interest.  

4.4 Descriptive analysis on the research objective 

The study had three specific objectives that include to find out the participation of 

household in SACCOS, to investigate the role of SACCOS in household welfare and to 

examine the impact of SACCOS and other determinant in improving household welfare. 

Basing upon these specific objectives the result of findings was as follows. 

4.4.1 Participation of households in SACCOS 

Participation of households in SACCOS was examined by considering economic 

activities and length of participation of the households. Participations of Kinondoni 
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households in SACCOS was examined whereby the respondents were supposed to agree 

or disagree on some several detailed statements that were drafted and intended to assess 

if Kinondoni households participate in SACCOS. 

These detailed statements were as follows; there is many households in Kinondoni that 

participate in SACCOS; being SACCOS member seems to be profitable more than non-

SACCOS member, there is less or no cost at all in acquisition of SACCOS membership. 

There are many registered SACCOS at Kinondoni district and there is limited 

possibility of small business household who are non-SACCOS member to grow or 

finance there development goals. 

 

Figure 4.7: Participation of household in SACCOS. 

Source: Household Questionnaire, 2019 

As observed on Figure 4.7, the result indicate that participation of households in 

Kinondoni is due to the presence of large number of SACCOS, and seems to be 

profitable for households that are members of the SACCOS and easy registrations with 

lower cost to SACCOS member. This participation has been influenced by government 

supports in the formulations of these microfinance groups and their individual 

awareness to the program.  
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4.4.2 The role of SACCOS in household welfare 

To investigate the role of SACCOS in household welfare the need of researcher in 

investigating the relationship between microfinance services and household welfare was 

vital. The researcher asked the respondents if, SACCOS in Kinondoni has largely 

solved the problem of lacking capital for the small business and improve their welfare. 

If SACCOS have tempted to bridge the gap by extending small loans for income 

generating activities and improving the welfare of the household. SACCOS contribute 

to largely improvement and access to human capital by ensuring better access to health 

care, education system and general household awareness on financial stability. Through 

SACCOS many households especially in Kinondoni have been more attracted to 

participate themselves in financial sectors and income generating activities. 

 

Figure 4.8: Role of SACCOS in household welfare. 

Source: Household Questionnaire, 2019 

Basing on the respondents’ reactions on the asked question above as the Figure 

4.8indicates, SACCOS contributions in solving problem of lacking capital, SACCOS 

contributions in improving access to human capital by ensuring better access to health 
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care, education system, and general awareness on financial stability can determine the 

role SACCOS played in improving household welfare. 

4.5 Result basing on Logistic Regression Model and Discussion 

The result basing on logistic regression model was discussed basing on the model 

specification test, the goodness of fit test and the multicollinearity test. With later 

forming the interpretation of the result under logistic regression model. 

Table 4.3: Statistical summarization of variables as per used in the model 

S/N Variable Obs. Mean Std. Dev. Min. Max. 

1.  Policy 100 0.71 0.456 0 1 

2.  Household Size 100 4.87 1.733 3 9 

3.  Age 100 43.36 9.374 25 59 

4.  Education 100 1.47 0.937 0 3 

5.  Economic use of the 

loan 

100 1.31 1.308 0 5 

6.  Gender 100 0.72 0.451 0 1 

7.  Average Monthly 

Income 

100 783350 137150 500000 900000 

Source: Author’s Construct, 2019 

4.5.1 The independent variables used in the model 

Age 

Basing on the above table the average age of the respondents, it represent that, most of 

the SACCOS household was around (30-50) years of old that is the middle adult. The 

minimum age was 25 and the minimum age was 59 years of old. Also, it represents that 

most of the SACCOS members who are the middle adult, have strength and energy to 
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engage in SACCOS activities and other formal sectors for economic growth and 

development. 

Household family size 

The table shows that the average household size of every SACCOS member was 5 

Individuals, with the maximum size of 9 and the minimum size of 3 per person. Based 

on Table 4.3, majority of the respondents were belonging to family of (5-10). 

4.5.1.1 Pseudo R2 

This is the statistic generated in ordinary least squares (OLS) regression that is often 

used as a goodness of-fit measure (Long & Freese, 2006).The test was conducted in 

order to identify if the model has all the relevant variables and if the linear combination 

of them is sufficient. The STATA command link test after regression was used to detect 

a specification error. The test uses the linear predicted value (_hat) and their squares 

(hatsq). The variable _hat has to be a statistically significant predictor, since it is the 

predicted value from the model while variable _hatsq should be insignificant for the 

model to be correctly specified. If _hatsq is significant, then either we have omitted 

relevant variable(s) or our link function is not correctly specified. 

Table 4.4: Model Specification Test 

S/

N IHW Coefficient Std. Err. z P>z [95% Conf.] 

1.  _hat 1.254 0.491 2.56 0.011 0.2920 2.215 

2.  _hatsq -0.060 0.0460 -1.39 0.191 -0.150 0.030 

3.  _cons -0.077 0.869 0.09 0.929 -1.626 1.780 

Source: Author’s Construct, 2019 
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Number of observations = 100 

LR chi2 (2) = 94.69 

Prob.> chi2 = 0.000 

Pseudo R2 = 0.8779 

Log likelihood = -6.5823125 

 

4.5.1.2 Goodness of Fit Test 

Goodness of fit of the model shows how well the model fits the data. There are many 

goodness-of-fit measures such as per cent rightly predicted, pseudo R-square and other. 

The log likelihood chi-square is an omnibus test that tells if our model as a whole is 

statistically significant. Then, the study model is statistically different from the intercept 

model with the probability of 0.000. In addition, a pseudo R-square is the proportion of 

change in terms of likelihood and in the study model, it is 0.8779.  

Moreover, the discrimination of a model indicates how well the model distinguishes 

respondents who are employable and those who are not employable. This can be 

examined using the area under the receiver operating characteristic curve (AUROC). 

The value of the AUROC is the probability that a respondent who is employed has a 

higher predicted probability than the one who is not employed (Bewick, et al., 2003). 
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Figure 4.9: Calculation of AUROC 

Source: Author’s Construct, 2019 

We calculated the AUROC (see Figure 4.10) and got a value of 0.97, indicating that the 

model discriminates well. Given the above tests of goodness of fit, it is generally 

observed that our model fits the data well. On other the hand, we should note that, 

goodness-of-fit is not normally as important as the statistical significance of the 

independent variables (Wooldridge, 2002). 

4.5.1.3 Multicollinearity Test 

Multicollinearity is a linear arrangement when there are high correlations between two 

or more predictor variables, where predictor can use a variable to predict the other 

variable. This model was aimed to predict relationship among the independent 

variables, which were perfect, related. This is due to the reasons that it is difficult to 

find out unmatched estimate of regression coefficients with all predictor variables in the 

model when multicollinearity happened.  

In order to have predictable estimations on logistic regression coefficients, correlation 

analysis was done to identify in case of multicollinearity between variables, between the 

predictor variables (Allison, 1999).Interrelationships strength between variables was 
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also measured by considering tolerance and variance inflation factor and the indications 

was as follows: 

According to Allison, (1999), there is not a strict cut-off for tolerance, but insist that a 

tolerance of below .40 is course for concern. High tolerance indicates that there is low 

multicollinearity (for instance, .86) were as low tolerance for example .14 indicates that 

serious multicollinearity in the model. Therefore, tolerance indicate the percentage of 

multicollinearity that regression analysis in the model that can be tolerated.  

Variance Inflation Factor (VIF) is the reciprocal of tolerance 1/ (1-R2i). VIF normally 

assesses the impact of collinearity among variables in the regression model (Cohen et 

al., 2003). VIF and tolerance is said to be 1 when all of the clarifying variables are 

completely uncorrelated with each other. VIF termed to be very high when one variable 

is very closely related to another and tolerance approach to 0.  

Table 4.5: VIF and Tolerance 

S/N Model Collinearity Statistics 

Variables Tolerance VIF=1/(1-R2i) 

1.  Policy 0.550 1.417 

2.  Household family size 0.659 1.518 

3.  Age 0.712 1.404 

4.  Education 0.960 1.042 

5.  Economic use of the loan 0.797 1.254 

6.  Gender 0.790 1.266 

7.  Average Monthly Income 0.865 1.156 

Mean VIF 1.35 

Source: Author’s Construct, 2019 
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From Table 4.5, the result shows that the tolerance is nearer to 1 and the mean VIF is 

1.35 which is very small showing no multicollinearity problem.  

Table 4.6: Correlation Analysis 

S/

N 

Catego

ry 

IHW PLY HFS AGE ELL EUL GND AMI 

1.  IHW 1.000        

2.  PLY 0.750 1.000       

3.  HHS (0.689) (0.471

) 

1.00

0 

     

4.  AGE 0.510 0.356 (0.69

23) 

1.000     

5.  ELL 0.530 0.393 (0.43

48) 

0.280 1.000    

6.  EUL 0.203 0.203 0.09

37 

(0.181

) 

0.152 1.000   

7.  GND 0.823 0.681 (0.60

24) 

(0.437

) 

0.529 0.217 1.000  

8.  AMI 0.336 0.287 (0.33

42) 

0.211 0.258 (0.19

4) 

0.292 1.00

0 

Source: Author’s Construct, 2019 

4.5.2 Interpretation of the result under Logistic Regression Model 

4.5.2.1 Co-operative Credit Policy 

The Co-operative Credit Policy was found to the significant influence on the 

improvement of household welfare by 10 per cent. On the other hand, the marginal 

effect reveals that, cooperative credit policy can improve welfare of SACCO’s member 

by 47%. The result indicate that if credit policies are friendly to SACCO’s members 
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then will allow them to easily acquire credit and make it possible for member to 

improve their welfare through SACCOS. However, in case the credit policy will not be 

friendly to SACCO’s member the ability to improve their welfare will be minimized.  

Large banking and financial institutions including Tanzania tend to segregate poor 

people in both urban and rural areas Bakari et al. (2014). Hence these policies especially 

credit policies and loan repayment policies  make it possible to  the SACCOS members 

to  repay their loans on time, as terms and conditions have little burden to the them in 

comparisons to other financial institutions.   

4.5.2.2 Household Family Size 

The finding, it shows that household family size has significant influence on the 

improvement of household welfare by 2.9 per cent. Since, the increase of size of the 

household can lead to the decrease in improvement of household welfare. Then, the 

decrease of size of the household can lead to the improvement of household welfare.  

This because, the proportion of the member income has larger dependant due to the high 

size of the household that increase their consumption rate than saving or taking into the 

investment. In addition, large household size might lead to the increase financial burden 

on medications, food and education. An increase in the number of children appears to 

reduce the families’ standard of living (Espenshade et al., 1983). 

4.5.2.3 Age 

Age structure of a population indicates population dynamics in the past. The finding 

shows that age of the member has significant influence on the improvement of 

household welfare by 5 per cent. This shows that the member who has large age has 

achieved improvement of household welfare while, the member who has small age 

leads to low improvement of household welfare.  

Age have significant impacts to the growth of the population and its changes in the 

future (URT, 2006). On the other hand, the respondent’s age group are in very active 

productive age that may require them sources of financing on capital formation that 

enabled them to improve their welfare. 
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4.5.2.4 Education 

The finding, it shows that education of the member has significant influence on the 

improvement of household welfare by 1 per cent. This shows that the SACCOS 

members who have higher education level achieve improvement of household welfare 

while, the member who has low education level achieves low improvement of 

household welfare.  

Williams (2016) revealed that, educational level is one of the important factors in 

coping with poverty especially coping with risk and uncertainties. Education is regarded 

to be a key for better opportunity for employment, accessibility to information, services, 

independent and proper action with regard to survival and improvement (Nkurunziza, 

2006).  

Education can contribute to improve the individual’s capacity on initiating new ideas 

that can enable credit providers to finance them for financial improvement as well as 

welfare. Owen et al. (2010) argued that, education is the state of being knowledgeable 

on something and ability to control one’s livelihood. Reginar et al. (2012) argued that, 

the level of education is important factor in coping with poverty and mostly coping with 

risk and uncertainties in life. Education makes people to be curious and improve their 

eagerness to acquire knowledge. Kimugu and Omiti (2000) argued that education 

provides individuals with capacity on finding skills and information that can be used to 

initiate various projects that can persuade credit provider to disburse loans. There are 

higher chances that people with limited access to education may tend to face challenges 

in copying with loan application procedures. Hence, limit their ability in loan 

acquisitions. On the other hand, educated people have better position of improving their 

wealth fare through managerial and marketing skills that may lead to improved living 

standard. 

4.5.2.5 Gender 

The finding, it shows that gender of the member has significant influence on the 

improvement of household welfare by 5 per cent. The Marginal effect side indicate that 

gender improves their welfare of SACCO’s household by 18%. This study is supported 

by Chan and Mustaffa (2008) who argued that more than 15.5% of Muslims women got 
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divorced in 2008 in relations to 7.19% in the year 2005 due to heavy economic burden 

to the women as they have to work hard to gain income and supply their households and 

children expenditure in Malaysia. Due to that fact, the Government of Malaysia 

established a number of financial programs targeting deprived and low-income 

household with the social mission of women empowerment. And that female members 

have higher position in achieving improvement of household welfare while, the male 

members have low position in relation in achieving improvement of household welfare. 

4.5.2.6 Economic use of the loan  

The findings show that economic use of the loan has significant influence on the 

improvement of household welfare by 10 per cent. This shows that the members who 

have borrowed from the SACCOS and invested in education have higher chances of 

achieving improvement of household welfare. 

This implies that welfare of SACCOs members is decreased if they borrow credit for 

the use of other non-productive purposes like domestic use and purchasing home 

equipment instead of injecting the borrowed amount into business in order to expand it. 

The marginal effect reveals that, the use of borrowed loans on other issues instead of 

directing into businesses may decrease the welfare of members of SACCO’s by 1.3%. 

Table 4.7: Result from Logistic Model 

S/N Explanatory Variable Coefficient Marginal Effects 

(dy/dx) 

1.  Constant 38.73942 

0562 

 

2.  Policy 5.360991* 

0.086 

0.4747* 

0.073 

3.  Household Size (2.8665)** 

0.036 

0.0563 

0.354 
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4.  Education Levels 1.7872*** 

0.007 

0.0351 

0.443 

5.  Economic Use of the Loan 0.7043* 

0.089 

0.0138 

0.396 

6.  Gender 3.37002** 

0.044 

0.18002* 

0.060 

7.  Average Monthly Income (2.3668) 

0.616 

(0.0464) 

0.360 

Number of Observation 100 

Log likelihood -7.0538 

Wald Chi2 (6) 20.79 

Prob. > chi2 0.0020 

Pseudo R2 0.8692 

Source: Author’s Construct, 2019 

Note:  

•Dependent variable is Improvement of Household Welfare 

• Significance value for each variable is located in the brackets and,  

*, **, and *** imply 10%, 5% and 1% significance levels respectively.  

 

4.6 Summary of the Findings 

This part aimed at evaluating the role of saving and credit cooperative Societies in 

improving household welfare.  The study was guided by three specific objectives that 
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were designed together with independent variables. The specific variables were as 

follows: to find out the participation of the household in SACCOS, to investigate the 

role of SACCOS in household welfare, and to examine the impact of SACCOS and 

other determinants in improving household welfare.  

The independent variable of the study was employment status, Cooperative credit 

policy, age, Household saving habit, gender, education, economic activities, household 

size, marital status, interest rate and average monthly income. These objectives and 

independent variables were analysed against 19 research questions aimed to assess to 

what extent they have achieved towards improving household welfare.  

The study used logistic regression analysis to forecast and measure the role of SACCOS 

in improving the welfare of the household. In order to achieve the desired result 100 

respondents were used to obtain desired result in which 67 were females and 33 males. 

The age categories of the respondents were middle adult who are energetic in economic 

activities and other income generating activities. Hence, SACCOS in Kinondoni District 

is largely presented by active members in its operations who are capable and efficiently 

participate in productive activities like investments, business, and other income 

generating activities. 

The study data shows that the Cooperative credit policy found to be significant 

influence on the improvement of household welfare by 10 per cent. Since, most of the 

members of SACCOS agree on the good credit policies adopted by the corporative 

society; this situation makes it possible for increase in participation of SACCOS 

household, so as the members of the society show that they have nothing to lose as 

being a SACCOS member. 

 

The finding shows that, household family size has significant influence on the 

improvement of household welfare by 5 per cent. Also, family has negative relationship. 

Since, the increase of size of the household can lead to the decrease in improvement of 

household welfare. Then, the decrease of size of the household can lead to the 

improvement of household welfare. This because, the proportion of the member income 
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has large number of dependants due to high size of the household that increase their 

consumption rate than saving or taking into the investment. 

On the other hand, the finding shows that education of the member has significant 

influence on the improvement of household welfare by1 per cent. Also, this indicates 

that the member who has higher education level achieve improvement of household 

welfare while, the member who has low education achieve low improvement of 

household welfare. 

Based on the gender, the findings show that gender of the member has significant 

influence on the improvement of household welfare by 5 per cent. This result indicates 

that the female members have higher position on achieving improvement on household 

welfare while, the male members have low position in in achieving improvement of 

household welfare. 
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

From the findings, it is concluded that SACCOS proved adequate in promotion and 

improvement of household welfare in Kinondoni. The study indicates that it is the best 

way of saving and credit cooperative system for improving the welfare of the household 

in both urban and rural societies. Small loans provided by the SACCOS are normally 

used for consumption purposes including taking care of the family that is buying of 

food, clothes or paying school fees and medications, but on the other hand large loans 

can be invested in business and constructions, which leads to the improvement on 

household welfare.  

In regard to the research findings, the researcher concludes that, SACCOS as 

cooperative societies in Kinondoni have benefited the members by improving and 

building strong institutions, decent work and economic growth, quality education which 

in turn leads to building up a nation with a broad economic base.  

SACCOS also are envisioned to contribute in the achievement of sustainable 

development national wide, due to the positive attitude from SACCOS members who 

agree on coordination between government and cooperative sectors, enables stipulation 

of laws on cooperatives that help to create friendly relationship among societies 

themselves. This has contributed to the households in reducing their income poverty and 

led to their improvements.  

Further conclusion can be made basing on the regression analysis that interest rate, 

household size, age education, economic use of the loan, gender and average monthly 

income were significant in determining the contributions and success of SACCOS in 

improving household welfare. Generally, SACCOS in Kinondoni district has played a 

major role on the improvement of household welfare.  

5.2 Recommendations 

Based on the study findings as clearly presented, the following recommendations have 

been proposed which will serve as measures that can improve household welfare. 
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Economic use of loans borrowed from SACCOS 

Economic use of the loan borrowed from SACCOS will be a powerful indicator for 

improving household welfare, adequate and stable cooperative credit policy should be 

implemented under the guide of state cooperative agency. This will assist SACCOS 

members to manage the improvement of their business activities and other social 

responsibilities; thus, enabling clearly the use of the borrowed amount in production 

schemes that will lead to sustainable development within the community.  

Enhancing participation of educated personnel in widespread of SACCOS 

In addition, SACCOS should consider undertaking education to its member to assist 

them in creation of profitable business ideals and skills before loan disbursement in 

order to ensure that the money provided to their members is invested in productive 

projects that will provide courage and assurance against risks of bad debts and loss of 

their money. The economic use of the borrowed loan will eventually works towards 

improving SACCOS members’ welfare. Through this training, they will attain business 

skills that enable them to finance their profitable ideas on economic growth.  

Planning and Control of Household Family Size 

Hence, family planning and control measure should be provided to members through 

training and educations so that the households can have sized family that they can afford 

to take care and control for economic growth and development.  Family planning and 

control will enable households to invest their loans in business activities, paying of fees 

and financing the family requirements that will provide household returns from the 

invested business. 

Promotion and strengthening Good Credit Policies 

The promotion and strengthening good credit policies should be encouraged through 

encouraging establishment of institutional framework with the aim of allowing 

registrations of new member, good interest rate policy, loan repayment policies that are 

simple, affordable and efficient. 

5.3 Further Area for research 

The main objective of the research was to evaluate the role of SACCOS in improvement 

of household welfare in Kinondoni Municipal Council, therefore other study of the 
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same goal can be developed to assess similar objective to other areas. This study 

covered only the urban area of Dar es Salaam, Tanzania and the coverage area is 

narrow. Therefore, different individuals can do the same study in rural areas and in large 

areas as well which will widen up conclusions from a larger selected sample size.
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APPENDICES 

Appendix 1: Questionnaire for SACCOS members 

Dear respondent, 

My names is Victor F. Kilenga, I am a student pursuing Master of Science in Applied 

Economics and Business at Mzumbe University Dar es Salaam campus. Currently I am 

conducting research on ‘THE ROLE OF SAVING AND CREDIT CO-OPERATIVES 

IN IMPROVING HOUSEHOLD WELFARE IN KINONDONI DICTRICT.’ 

Therefore, this questionnaire is designed for academic study to assess the contributions 

and success of SACCOS in improving household welfare in Kinondoni District. Hence, 

the information provided to the questionnaire will be used for the purpose of this study 

only and treated confidentially.  

Background Information 

Please answer the following question by a tick [√] where is appropriate. 

1. Sex of the respondent: Male [ ] Female [   ] 

2. Current marital status of respondent; 

Single                                 [    ] 

Married                              [    ] 

Divorced                            [    ] 

Widowed                           [     ] 

3. What is your education level? 

Primary and below             [     ] 

Secondary level                  [     ] 

College                               [     ] 

University                           [     ] 
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Age....................................years 

4. Employment status of the respondent. 

Employed                             [      ] 

Unemployed   [      ] 

5. What is your average monthly income? 

............................................................... 

6. How many people live in your house?  

.............................................................. 

7. How many member of family who are in school? 

.............................................................................. 

8. Are you a member of  SACCOS 

......................................................... 

9. What type of SACCOS you are participating? 

Community- Based SACCOS         [    ] 

Employee- Based SACCOS            [    ] 

Agriculture – Based SACCOS        [    ] 

10. How long have you participate as SACCOS member? 

0 to 1 year                                       [    ] 

2 to 5 years                                      [    ] 

5 to 10 years                                    [    ] 

11. Have you borrowed any amount from SACCOS?................ 

12. How many times have you borrowed? 
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............................................................... 

13. How much do the SACCOS owe you?  

................................................................. 

14. What was the use of that borrowed loan? 

.................................................................  

15. The following statement will help in determination of the participations of 

Kinondoni household in SACCOS. 

Kindly rate your opinion on whether you agree or disagrees with each of the following 

statement by using a tick in the following boxes AGREE [A] DISAGREE [D] 

S/N DETAILED STATEMENTS SUGGESTIONS 

A D 

i.  There is many household in Kinondoni who participate 

in SACCOS 

  

ii.  Being a SACCOS member seems to be profitable more 

than non SACCOS member  

  

iii.  There is less or no cost at all in acquisition of SACCOS 

membership 

  

iv.  There is many numbers of registered SACCOS at 

Kinondoni district   

  

v.  There is limited possibility of small businesses member 

of are non-SACCOS member to grow or financing there 

development goals.  
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16. The following statement will helps to identify the role of SACCOs on improving 

household welfare in Kinondoni 

S/N DETAILED STATEMENTS SUGGESTIONS 

A D 

i.  SACCOS formed for the basic aim of improving the 

living standard of the poor 

  

ii.  The loan amount provided by the SACCOS has 

contributed to improve the welfare of the people 

  

iii.  SACCOS requires only household membership to 

access loan for the fast improvement of their household 

welfare and no other collaterals. 

  

iv.  Loan amount provide by the SACCOS is larger enough 

to improve the welfare of their member 

  

v.  SACCOS makes decisions that that balance the need for 

profitability with the welfare of their member. 

  

 

17. The following statement helps to explain the impact of SACCOS and other 

determinants in improving household welfare. 

S/N Detailed Statement SUGGESTIONS 

A D 

i.  SACCOS in Kinondoni has largely solve the problem of 

lacking capital for the small business and improve their 

welfare  

  

ii.  SACCOS have tempted to bridge the gap by extending 

small loan for income generating activities and improving 
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the welfare of the household. 

iii.  SACCOS contribute to largely improvement and access 

to human capital by ensuring better access to health care 

education system and general household awareness on 

financial stability.  

  

iv.  Through SACCOS many household especially in 

Kinondoni have made more attractive to participate 

themselves in financial sectors and income generating 

activities.  

  

 

18. The following statement will help to provide information on the effects of interest 

rate and other factor on loan procedures and repayment. 

S/N DETAILED STATEMENT SUGGESTIONS 

A D 

i.  Interest rate imposed by SACCOS are lower in 

relation to other source of financing 

  

ii.  The rate of interest imposed by SACCOS has little 

burden at repayment to the borrowers. 

  

iii.  Challenges on loan repayment arises when 

household use amount borrowed on other non-

income generating issues 

  

iv.  Loan repayment is largely affected with size of loan 

amount borrowed 

  

v.  Gender has no impact on loan repayment to the 

household  
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vi.  There is possible effect on marital status to the 

SACCOS household on loan repayment 

  

vii.  Age of the SACCOS household can affect loan 

borrowing and determine household repayment  

  

viii.  Economic activities of the SACCOS member can 

influence loan repayment behaviour  

  

ix.  Education level towards SACCOS member can 

significantly affect the loan repayment 

  

x.  Duration of the membership to the SACCOS 

member has impact in loan repayment 

  

xi.  Average income earned by household has significant 

influence on loan repayment 

  

xii.  Household saving habit has no significant influence 

on loan borrowing. 
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Appendix 2: Introduction Letters 
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