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ABSTRACT 

 

The focus of the study was to examine factors influencing financial performance of SACCOs in 

Tanzania. The specific objectives in this research were: To establish how loan repayment 

influence financial performance of  ten studied SACCOS in Dar es Salaam; to determine how 

interest rate charged influence financial performance of ten studied SACCOS in Dar es Salaam; 

to assess how membership enrollment influence financial performance of ten studied SACCOS 

in Dar es Salaam; to establish how duration of loan processing influence financial performance 

of ten studied SACCOS in Dar es Salaam; and to identify how management of loan defaulters 

influence financial performance of ten studied SACCOS in Dar es Salaam. 

.The sample of 50 respondents was used in this study. Data were collected through interview, 

documentary review and questionnaires.  

 

The study found that there are different factors influences the financial performance of the 

SACCOS. These involves institutional The key elements of SACCOS financial performance 

such as loan repayment, interest rates, membership enrollment, duration of loan processing and 

management of loan defaulters were used as the variables of this research. Ten selected 

SACCOS were studied were affected by these variables on its financial performance. 

The study concludes that repayment methods used by some of SACCOS caused difficulties in 

the whole process of repayments of loans. Respondents faced the problems while using the 

repayment system.  Also the study concludes that the interest rates they charge on loan to their 

members as compared to other financial institutions because it was featured as the major 

challenge to financial performance. Moreover, the study concludes that the duration taken to 

process loan also affects the financial performance of financial institutions because borrowers 

approach lenders for loans when sometimes they are faced with urgent financial needs. 

 

Finally the study concludes that that the management of the loan defaulters did affect the 

growth of the ten studied SACCOS because this was group challenge and can affect the growth 

of the ten studied SACCOS. 
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND TO THE PROBLEM 

 

1.1 Introduction 

This part displays foundation of the issue about components affecting monetary execution of 

Savings and Credit Cooperative Societies (SACCOS) as one among kinds of Microfinance 

Institutions in Tanzania. It likewise discloses issues identified with foundation of the issues 

identified with money related execution of these SACCOS. It anyway features issues identified 

with proclamation of the issue, inquire about goals both general and particular targets, centrality 

of the investigation and research constraint. The part gives, additionally, the exploration inquiries 

to be replied by the examination.  

 

1.2 Background to the Problem  

Financial development opens the conceivable outcomes of enhancing the expectation for 

everyday comforts of the needy individuals on the off chance that it is by and large went with 

proper favorable arrangements that chop down pay imbalance among its kin. It ought to likewise 

prompt expanding the segment of individual wage gotten by the poor class among family units. 

Amid autonomy of 1961 both wage and non-wage neediness among most Tanganyika 

individuals by then was awful.  

 

Bevan et al (1988) indicated that there was fast development of open segment and parastatals 

joined by both essential and auxiliary redistribution arrangements. The macroeconomic irregular 

characteristics that were experienced from the mid-1980s made the administration to dispatch its 

own started National Economic Survival Programs (NESP) and Structural Adjustment Program 

(SAP) somewhere in the range of 1981 and 1986, preceding later on receiving the IMF and 

World Bank financial change approach in 1986 which included adjustment and basic 

modification programs (Ramadhani, 2000).  

 

The rise of microfinance organizations in a large portion of creating nations including Tanzania 

went for empowering poor family unit to acquire fund to infuse to their venture openings 

(Claessen, 2006). This has helped the poor family units to raise their monetary prosperity as it 

has empowered them to lessen wage changes, secure them against dangers and increment their 

profitable open doors as the credit acquired has helped the larger part who had no work to do to 
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ended up independently employed by attracting on that cash to put resources into their innovative 

exercises (Houssen and Hassen, 2011).  

 

Be that as it may, in spite of the fact that there are a decent number of the microfinance 

organizations in Tanzania which manages sparing activation, salary dispersion and neediness 

decrease to poor families, the quantity of poor in Tanzania is expanding every year. This might 

be expected to, as Nkuru (2015) notes, poor and wasteful tasks of the specific MFI in the nation 

bringing about poor development rate as far as money related capital and number of customers to 

be served. As indicated by Magali (2014), the development of MFIs faces huge difficulties which 

impede them from battling against destitution. The MFIs faces issues, for example, ill-advised 

administration and administration, robbery, poor capital, business abuse of assets and poor 

performing credits. These difficulties which caused a number of SACCOS prompted not 

performing in this manner fiscally.  

 

This investigation, assed factors impacting budgetary execution of SACCOS in Tanzania with an 

emphasis on ten SACCOS including Posta na Simu Savings and Credit Cooperative Society 

Limited, Hazina SACCOS Limited, Ngome SACCOS Limited, TRA SACCOS Limited, 

Magereza SACCOS Limited, IFM SACCOS Limited, DIT SACCOS Limited, URA SACCOS 

Limited, TENESCO SACCOS Limited and AZANIA SACCOS Limited in Dar es Salaam 

Region.  

 

1.3 Statement of the Problem  

Microfinance Institutions are exceptionally critical in giving credits to poor salary individuals 

from the social orders. The poor in light of the fact that restrictive ties forced by business banks 

neglect to get to credits. One among the greatest contingency is arrangement of pledges of which 

most poor families don't have. Business banks can't cover these gatherings of residents who don't 

have insurances.  

Rather SACCOS and other Micro budgetary instincts give miniaturized scale credits to these 

poor families who regularly need access to money related administrations (Thrikawala, Locke 

and Reddy, 2013).  

 

From the season of their compelling foundation in Tanzania which goes back to 1980s, MFIs 

especially SACCOS, have tended to requests of their individuals by gathering investment funds 

from their whole individuals and conceding advances to these individuals. Tragically, these 
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SACCOS simply like some other Micro back establishments have not possessed the capacity to 

demonstrate great execution. SACCOS have neglected to aggregate enough money to back non-

withdrawal capital supported resources, give credits and recouping of misfortunes of individuals 

'reserve funds (Olando and Mbewa, 2013).  

 

Mvula (2013) issues influencing execution of SACCOS in Malawi and called attention to that the 

issues influencing execution of SACCOS are lacking capital, poor resource quality, poor 

administration, poor productivity, poor liquidity and rebelliousness. Once more, Mudibo, (2005) 

talked about a portion of the elements influencing execution of SACCOS as feeble control, 

restricted item and administrations, low advertising and poor picture. Anyway the impact of 

financing cost charged and the rate of credit reimbursement on SACCOS execution is yet to be 

set up.  

 

 

Additionally, the administration of credit defaulters with the neighborhood SACCOS isn't great. 

This is on account of SACCOS fund individuals of low salary and problematic businesses thus 

the odds of default are high. SACCOS have not been performing at the normal models set by 

their individuals. Poor monetary exhibitions among SACCOS have not possessed the capacity to 

address their operational misfortunes. The majority of observational writings have focused on 

issues like dangers and their alleviation (Magali, 2013), Loan default (Maina and Kalui, 2014), 

Efficiency and Profitability (Marwa &Aziakpono, 2014), Poverty decrease (Okibo and Makanga, 

2014) and Financial execution (Chijoliga, 1997). There has been no adequate writing about how 

and to what degree the rate of advance reimbursement, loan fees, enrollment enrolment and 

administration of advance defaulters have influenced the monetary execution of reserve funds 

and credit helpful social orders among SACCOS in Tanzania.  

 

This proposes more experimental investigations are required to look at variables affecting money 

related execution of Microfinance Institutions in Tanzania as a rule and SACCOS specifically. 

This investigation endeavored to fill both hypothetical and observational holes on what really 

makes MFIs in Tanzania not performing at expected measures.  
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The emphasis was on ten SACCOS which were Posta na Simu Savings and Credit Cooperative 

Society Limited, Hazina SACCOS Limited, Ngome SACCOS Limited, TANESCO SACCOS, 

Mlimani SACCOS, Jiji SACCOS, TRA SACCOS Limited, Magereza SACCOS Limited, DIT 

SACCOS Limited, URA SACCOS, and AZANIA SACCOS Limited in Dar es Salaam Region. 

 

 

1.4 Research Objectives 

This research was guided by both general and specific objectives as follows: 

1.4.1 General Objective 

The general objective of this study was to examine factors influencing financial performance of 

SACCOS in Tanzania  

1.4.2 Specific Objectives  

This study was guided by following specific objectives: 

i. To establish how loan repayment influence financial performance of  ten studied 

SACCOS in Dar es Salaam 

ii. To assess how membership enrollment influence financial performance of ten studied 

SACCOS in Dar es Salaam 

iii. To establish how duration of loan processing influence financial performance of ten 

studied SACCOS in Dar es Salaam 

iv. To identify how management of loan defaulters influence financial performance of ten 

studied SACCOS in Dar es Salaam 

1.5 Research Questions 

In order to achieve the stated specific objectives, the study answered the following questions: 

i. How do loan repayment influence financial performance of ten studied SACCOS in Dar 

es Salaam? 

ii. How do membership enrollment influence financial performance of ten studied SACCOS 

in Dar es Salaam? 

iii. How do duration of loan processing influence financial performance of ten studied 

SACCOS in Dar es Salaam? 

iv. How does management of loan defaulters influence financial performance of ten studied 

SACCOS in Dar es Salaam? 
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1.6 Significance of the Study 

The study would be significant in the following different ways:  

First, providing theoretical as well as empirical understanding and knowledge which would help 

policy makers, potential investors, government authorities, MFIs managers and other stake 

holders on issues related to the growth of MFIs, particularly the SACCOS.  

Second, the study would help the government and other sector players to devise means for which 

the sector can maximize its participation in economic growth and poverty reduction.  

 

Lastly, the study would add a body of knowledge from which more other researchers will be 

attracted to engage in the same issue.  

 

1.7 Scope of Study 

This research assessed factors affecting the financial performance of SACCOS based on ten 

SACCOS. These SACCOS are Posta na Simu Savings and Credit Cooperative Society Limited, 

Hazina SACCOS Limited, Ngome SACCOS Limited, TRA SACCOS Limited, Magereza 

SACCOS Limited, IFM SACCOS Limited, DIT SACCOS Limited, URA SACCOS Limited, 

TENESCO SACCOS Limited and AZANIA SACCOS Limited in Dare Salaam Region financial 

performance. It involved respondents from the existing SACCOS in the Dar es Salaam region. 

These include managers, employees and customers. The study also covered the duration of three 

years from 2013 to 2015. 

 

1.8 Limitation of the Study 

This examination confronted the accompanying restrictions. Detachment of a few authorities like 

administrators of SACCOS and different officers may oppose to give classified data which were 

required and were fundamental for the examination. Inability to translate inquiries as different 

respondents may neglect to decipher a portion of the inquiries in the survey. Congested road in 

this city of Dar es salaam may cause delay during the time spent information accumulation. 

Monetary imperatives as research require cash for printing and transport among others.  
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1.9 Delimitations of Study  

In this examination the specialist utilized two research associates who helped with gathering 

information and from there on scientist dedicated more often than not on research and burn 

through all end of the week in doing research.  

 

Latency of authorities to give secret data, specialist attempted to persuade the authorities on 

reasons for research and it was simply improved the situation scholarly purposes and research 

expected for development execution of MFIs by distinguishing the shortcoming and qualities of 

these microfinance associations and the association everywhere in this way discover the 

arrangements including creating bolster strategies to the association concerned.  

 

For the individuals who neglected to translate questions, scientist, led a pilot contemplate which 

limited misjudging. Additionally look into associates were utilized to help respondents to 

decipher for them a few inquiries.  On having congested road scientist and analyst associates 

announced toward the beginning of the day at information gathering stations and stayed for the 

entire day gathering polls from respondents of morning and night to guarantee that they spend 

few days of information accumulation.  With the end goal to limit monetary limitations analyst 

limited the expenses as most reduced as conceivable by limiting number of days in the field by 

remaining and working in the region for every working hour.  Once more, the specialist 

guaranteed the respondents that this examination was just for scholastic reason and that the data 

would be treated with classification and for no other reason.  

 
1.10 Organization of the study 

 

The study is organized into five chapters where Chapter one is the introduction of the study. The 

introduction covers background of the study, statement of the problem, purpose of the study, 

objectives, research questions, significance of the study, basic assumptions, and limitations of the 

study, delimitations of the study and definition of significant terms used in the study. The 

theoretical review and empirical review of related literature are covered in chapter two.  

Chapter two presents a brief introduction of the chapter, the concept of financial performance of 

SACCOS, theoretical framework, conceptual framework, knowledge gap and a review of 

literature related to all the independent and dependent variable in the study. Chapter three covers 

the research methodology while chapter four presents the analysis of data, presentation and 

interpretation.  
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 Chapter three entail an introduction of the chapter, research design, target population, sampling 

procedure, data collection methods and instruments, pilot study, operational definition of 

variables, data analysis and summary. Chapter four presents a brief introduction of the chapter, 

the profile of the respondents and a report on the findings on how the independent variables of 

the study affect the dependent variable.  Chapter five presents the summary of findings, 

discussion, conclusion and recommendations. 
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CHAPTER TWO 

 
LITERATURE REVIEW 

 
2.1. Introduction 

This part speaks to an audit of writing that is identified with credit reimbursements, loan cost charged, 

and participation enrolment, length of advance preparing and administration of advance defaulters in 

connection to budgetary execution of SACCOS. It additionally displays the reasonable system and the 

factors under thought.  

2.2 Definition of the Key Terms  

2.2.1 SACCOS  

SACCOS is an acronym for Savings and Credit Cooperative Society. It is an agreeable money related 

foundations claimed and controlled by its individuals. It is administered through vote based standards 

to encourage reserve funds and in this way utilizing the pooled subsidizes gathered from its 

individuals to give credits to individuals at sensible rates of enthusiasm for most cases bring down 

rates than those rates offered by business banks. The principle point of SACCOS is normally giving 

budgetary related administrations to empower individuals to enhance their monetary and economic 

wellbeing (Chijoriga, 2001).  

 

SACCOS are business substances. They work based on interest and supply. They are not worried 

about the presence of poor people or non-poor. What makes a difference to them is customers' 

capacity to satisfy the necessities that is giving out credits to its individuals and individuals having the 

capacity to reimburse inside a set period. SACCOS are network based and claimed instead of other 

small scale credit establishments. Anyway the administrations offered by SACCOS are not master 

poor. The issue of network possessed isn't dismissed here anyway it is emotional. The facts confirm 

that each SACCOS is found in the network with participation of network individuals who spare and 

get credits. The main issue is that the degree of network responsibility for SACCOS. As indicated by 

Harper (2013) SACCOS don't contrast much from other microfinance foundations as far as credit 

administration.  

2.2.2 Membership Enrolment 

 Membership is the state of being a member or the total number of members in a group in this study 

SACCOS. A member is a person who belongs to a social group or an entity such as a company or 

nation for that case SACCOS.  
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2.2.3 SACCOS Financial Performance 

This is the SACCOS financial operation measured in monetary form. 

 
2.2.4 Duration of Loan Processing 

This is the period taken by a financial institution in this SACCOS to process a loan application and 

disbursement. A process by which a borrower applies for a loan from a lender and all the steps taken 

from taking the application form, appraising applicants up to disbursed of funds. 

 
2.2.5 Loan repayment  

This is to pay back a loan given by a lender. This includes the principle loan given plus the interest 

charged on the loan. 

 2.2.6 Micro Finance  

Microfinance is a wide range of budgetary intermediation administrations suppliers. These budgetary 

administrations incorporate reserve funds, credit, subsidize exchange, protection and annuity 

settlements to name the few. Microfinance gives these money related administrations for the most part 

to low-salary workers and SMES in both urban and country zones. Be that as it may, microfinance 

gives monetary administrations to representatives in general society, private divisions and the 

independently employed (Harper, 2013).  

2.2.7 Micro Credit  

Hartarska (2005) characterizes smaller scale credit is the arrangement of little advances to poor 

individual inside gatherings as a capital speculation to empower pay producing through independently 

employed. Microcredit is given without traditional types of insurance, rather, gathering (common 

assurance systems, for example, peer observing and peer weight are utilized as a type of social 

security.  

2.2.8 Micro Finance Institutions (MFIs)  

Satyamurt and Haokip (2000) characterize smaller scale fund establishment as an association that 

offers money related administrations to the needy individuals. Record wood (1999) says that it is the 

arrangement of monetary administrations for the most part investment funds and credits to low salary 

customers.  

2.2.9 Performance  

As indicated by the Honohan (2004) execution can be characterized as being the way well or gravely 

something works or how you accomplish something. Encourage (1986) says that the estimation of 
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execution of the SACCOS is reflected in the money related proclamations which are the result of a 

different arrangement of interest and supply compel.  

Money related proclamation give a bookkeeping image of the organizations (SACCOS) tasks and 

budgetary position., individuals and other partners utilize the data gave in settling on monetary 

choices.  

2.3. Advance Repayment and Financial Performance of SACCOS  

The job of credit is to cross over any barrier between SACCOS part's budgetary resources and the 

required monetary resources of the part. Because of industriousness of this awkwardness individuals 

are compelled to interest for credit. With the development of the quantity of SACCOS in Tanzania 

particularly in Dar es Salaam city, access to credit isn't troublesome. In any case, the test is on 

reimbursement (,Besley and Coate, 2005). 

 

 Banks of assets in the formal monetary segment utilize the stores of their customers while 

moneylenders working in the casual budgetary part utilize for the most part their own assets to propel 

cash to borrowers. The loan specialist is required to recover the money related capital after the 

concurred timeframe. Borrowers will profit to the detriment of banks. On the off chance that it 

happens that credit reimbursement falls flat and this proceeds with, at that point bankrupt will be 

extreme happen in that specific SACCOS.  

 

In Africa, credit reimbursement execution has been exceptionally basic issue. Bagachwa (1997) found 

that in Africa credit reimbursement has been poor. He discovered that in Tanzania 14% to 20% for 

business banks confronted the issue and around 45% for little agrarian credit in Ghana. Besley (2003) 

found that authorization of advance reimbursement comprises a noteworthy distinction between 

provincial credit advertises in creating nations and credit showcases in created nations. Most loaning 

organizations did not have encountered work force. These unpracticed staff was not equipped for 

creating examination methodology for various classifications of borrowers. The reimbursement of 

advances by the poor is perceived as a standout amongst the most troublesome issue confronting 

SACCOS in Africa. Critical instruments to implement credit reimbursement incorporate guarantee, 

access to fundamental data and suitable advance system 
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2.4. Interest Rate Charged and Financial Performance of SACCOS 

Financing cost is the sum charged per unit of time communicated as a level of the sum acquired. The 

expense of getting cash estimated in shillings every year per sum acquired is the loan cost. Financing 

costs contrast chiefly regarding development. A wide range of money related instruments thus a wide 

range of financing costs will develop together with different elements are viewed as ( Anyanwu 

,1997).  

 

Loan costs can either be ostensible or genuine. Ostensible financing cost can be estimated on fiscal 

terms not regarding merchandise. The ostensible loan fee estimates the yield in cash every year per 

the sum contributed while the genuine financing cost is figured as the ostensible loan fee less the rate 

of swellings (Pandey, 1999).  

 

Felicia (2011) utilized relapse examination to explore the determinants of business banks loaning 

conduct in Nigeria. The examination found that loan fees charged had most prominent effect on the 

loaning conduct. People are spurred by low financing cost charged to take more credits. Rasheed 

(2010) utilized blunder rectification model to research loan costs, determinants and the examination 

discovered that as the monetary segment incorporates more with worldwide markets, returns on 

remote resources will assume a noteworthy job in assurance of local financing cost.  

 

Monetary foundations choices to loan out cash are impacted by numerous components, for example, 

the common financing cost, the volume of store, the level of their local and remote speculation, 

liquidity proportion, distinction and open acknowledgment. Loaning rehearsed on the planet can be 

followed to the time of modern upset which expanded the pace of business and generation exercises in 

this manner achieving the requirement for extensive capital expenses for undertakings. Loan costs 

assume a noteworthy job in upgrading monetary exercises. Fiscal experts ought to guarantee suitable 

assurance of loan fee level that will break the twofold edge impact of financing cost on savers and 

nearby speculators (IJBMR, 2013).  

 

Monetary frameworks of a large portion of creating countries have gone under worry because of the 

financial stuns of the 1980s. The monetary stuns generally showed through unpredictable contortions 
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of budgetary evaluating. These included intrigue which had a tendency to diminish the genuine rate of 

development and genuine size of monetary frameworks with respect to nonfinancial extents. The 

particular loan costs dependent on the suspicions that the market rate would reject a portion of the 

need divisions. 

 Premium ought to be balanced occasionally with noticeable hands to advance increment in the level 

of interest in the diverse parts of the economy (Adebiyi and Babatope-obesa, 2004).  

 

Loan fee hazard is the hazard to income or capital emerging from development of financing costs. It 

emerges from contrasts between the planning of rate changes and the planning of money streams from 

changing rate relationship among yield bends that influence banks exercises, from changing rate 

relationship over the range of developments and from financing cost related choices implanted in 

bank items. The development of loan costs influences the money related foundations detailed profit 

and book capital by changing net premium pay, showcase benefit of exchanging accounts and other 

premium delicate salary and costs (Interest Rate Risk Comptrollers' Hand Book, 2012).  

 

 

Changes in loan fee additionally influence banks fundamental financial esteem. The estimation of 

banks resources, liabilities and premium related, cockeyed sheet contracts is influenced by an 

adjustment in financing cost in light of the fact that the present estimation of things to come income 

themselves is changed. In budgetary establishments that oversee exchanging exercises independently, 

presentation of profit and cash-flow to those exercises on account of changes in market factors is 

value hazard. This hazard emerges from market, making managing and position taking exercises for 

loan cost, outside trade value and item advertises. Each money related exchange that a bank finishes 

may influence its loan cost hazard profile (Interest Rate Risk Comptrollers' Hand Book, 2012).  

.  

 

Monetary establishments vary in their level and level of loan cost hazard introduction by evolving 

speculation, loaning, financing and valuing procedures and by dealing with the developments and 

repeating of these portfolios to accomplish a coveted hazard profile. A bank ought to likewise 

consider how loan fee hazard may act mutually with other hazard confronting the banks (Interest Rate 

Risk Comptrollers' Hand Book 2012).  
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2.5. Participation Enrollment on Financial Performance of Savings and Credit Cooperatives  

A SACCOS part is a man who has a place with that SACCOS enthusiastically by filling in the 

participation shape and paying the required enrollment expenses. Most SACCOS individuals have a 

typical bond both of word related or creation nature. This trademark influences a SACCOS to be a 

relationship of individuals who to have met up with shared objective adapted at enhancing their 

occupation particularly financially (Sacco's tasks report, 2006).  

 

Improvement International Desjardins (2005) finds that Tanzania was the principal nation in Africa to 

have a National Associations of credit Union. This is the reserve funds and credit association group of 

Tanganyika (SCULT) Ltd enrolled in 1964.  

 

SACCOS includes with the general population having some type of normal securities, for example, 

living in a similar network, working in a similar association or field, and consenting to set aside extra 

cash together and loaning it to each other more often than not at moderately low financing cost for 

their individuals. (Chijoriga and Cassinnon, 1997)  

 

Every SACCOS has its very own constitution represented by the helpful and social orders Act, 1997, 

and alteration 2003.Saccos report at District level to the agreeable and society's officer. The greater 

part of the SACCOS offer exceptionally restricted item, which incorporate a necessary investment 

funds as a condition for accepting advances. Loan fees change with the hazard related to the borrower 

and organization costs.  

 

The quality of SACCOS can be surveyed as contributed by their ability for assets preparation and 

exhibited by powerful development. As of late Tanzania has encountered expanding number of 

SACCOS. As per Economic Survey Report,(2007), there has been significant development of 

SACCOS from 2028 in December,2006 to 4445 in April,2008 with capacity to prepare about 

Tanzanian shillings 76.4 billion as investment funds and expanded advances worth Tanzanian 

shillings 186.6 billion.  

 

SACCOS is one of the MFIs which are assuming a job of activating assets and offer credit to SMEs. 

As indicated by Simanowitz and Brody (2004), small scale credit is a key methodology in achieving 
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the MDGs and in building worldwide money related frameworks that, address the issues of the most 

needy individuals with the point of lessening destitution. Since larger part who are poor claims the 

majority of these SACCOS, with the end goal to guarantee presence and nonstop giving credit to poor 

people, the issue of maintainability is exceptionally critical. Thus the investigation was planned to 

discover the factor which confronting SACCOS not to develop to meet its goals and to see the money 

related limit with the end goal to recognize issues and feature answers for encourage the execution in 

SACCOS. 

 
 
 
2.5.1. Major Challenges leading to Poor enrollment in SACCO S 

The real difficulties intrinsic in the SACCOS in Tanzania are the poor administration and constrained 

straightforwardness in the administration of cooperatives. Most agreeable pioneers are chosen 

politically without the required capability required to deal with a monetary foundation. These pioneers 

will just utilize staff from their political line up ignoring the important aptitudes for administration of 

cooperatives. Due to this poor administration the enrollment will fall on the grounds that the 

individuals won't pick up certainty with administration (International Monetary Fund, 2007). There is 

likewise restricted foundation, high organization and upkeep cost, insufficient financing, absence of 

mindfulness in the country territories (Okello, 2006).  

 

JCC think about (2006) says that it is conceivable to achieve a considerable lot of the monetarily 

dynamic individuals however this requires sufficient subsidizing. Subsidizing would by and large be 

required to take care of the expense of achieving the rustic regions where destitution is common. The 

parts of subsidizing anyway have a test particularly for SACCOS without solid capital base. For this 

situation absence of satisfactory effort opens SACCOS to moderate development. SACCOS were 

created with the point of improving social and financial states of poor people.  

 

2.6. Span of Loan Processing on Financial Performance of Savings and Credit Cooperative 

Societies  

A few reasons may cause delay in credit preparing in a money related establishment and this 

postponements may make restlessness the customer on the grounds that the advance has taken longer 

period than anticipated. On the off chance that one presents a credit application two weeks prior and 

one has not heard once again from one's loan specialist one may start pondering (Blakley, 2013).  
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Blakley (2013), inward coordination is one of the reasons for advance deferral. Amid credit preparing 

the application shape goes through the hands of a few experts and therefore it is simple for the 

handling to get multiplied. These procedures include the checking of candidate documents by the 

preparing group. Another reason for deferral in advance handling is the impact of deluge of advance 

applications. At the point when financing costs are nearly to go down the bank may consider securing 

some new credit terms.  

 

This will absolutely compare to a more drawn out handling time for your advance. Confirmation is 

likewise another enormous reason for credit preparing delays. Banks need to completely survey the 

borrowers’ chance before favoring or deny an advance demand. In addition to other things this 

implies checking work with supervisors, getting financial record from credit authorities and gaining 

rental records from past proprietors. Affirming this data can take long time particularly if your 

references are hard to contact.  

 

The execution of SACCOS relies upon their operational proficiency, Nyanjwa(2008) and is 

extraordinarily hampered by low ability to work and deal with their exercises. It is essential to expel 

all the jug necks that reason wastefulness thus influencing the general execution of SACCOS. There is 

no institutionalized execution estimation apparatus to assess the status of a SACCOS. Dan Green 

(2013) found that many advance components are outside the ability to control of borrowers who need 

to close rapidly. 

 

2.6.1. Factors Influencing duration of Loan Processing 

There is mounting weight from the market for SACCOS to change. Rivalry and inside weight from 

individuals requesting refined items and benefits and conveyed in time implies SACCOS must be 

overseen in a more expert way couple with patterns in the market (Hoffmann, 2009).  

 

The execution of SACCOS relies upon their operational proficiency, Nyanjwa (2006). Execution of 

SACCOS is enormously hampered by low ability to work and deal with their exercises. There is no 

institutionalized execution measure instrument to assess the status of SACCOS. Estimations utilizing 

certain pointers, for example, benefit, resources, quality and rate of return can be found. High rate of 

these pointers are achievable if client eminence is fabricated. The present clients are occupied 

individuals due to the current rivalry thus they require on time benefits and less entangled procedures 

and systems in accepting subsidizing.  
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2.7. Administration of Loan Defaulters and Financial Performance of Savings and Credit 

Cooperative Societies  

Defaulting on installment is a genuine offense and ought to be kept away from at all expense. More 

often than not defaulting on installments is transitory in nature caused by customers loss of 

occupations, a brief additional consumption that left no cash to make the compensation or delayed 

disease which may cause the customer budgetary misery or keep him in healing center for couple of 

months. In extremely uncommon cases individuals default in light of changeless disappointment or 

sudden demise of person who wasn't protected or did not have enough assets left for his or her family. 

Transitory causes can be overseen through close supervision and observing and assessing the 

activities financed by the credit.  

 

Legitimate preparing of credit candidate is essential before advance payment. In created nations like 

Germany credit default isn't visit a result of the system they use to control and oversee advance 

default. They offer credit administration tips to their customers who have different advances with 

various specialist organizations. They offer preparing, guidance and directing to borrowers to 

guarantee that they stay in the way of reimbursement. Overseeing default takes a strong blueprint 

(TG'S Default a variant experts, 2011).  

 

Yashwant(2014) was worried about the mounting non-performing resources in the corporate loaning 

fragment when contrasted with different parts. Various back foundations have been credited to have 

administrative disappointments as a result of their powerlessness to capture the rising non-performing 

resources. Various business elements have been arranging for rebuilding their obligation to escape 

bank activity on non-installment. 

 

2.8. Theoretical Frame work 

The first SACCOS in Africa was introduced in Ghana in 1959. The SACCOS was intended to assist 

villagers improve their economic conditions (Ng’ombe& M’Kwamba, 2004).  

2.8.1 Agency Theory 

Abdullah et al (2009) contend that office hypothesis clarifies the connection between the principals 

and operators. In this hypothesis individuals who are the proprietors are viewed as principals of the 

SACCOS contract by yearly gathering race after at regular intervals the SACCOS administration 

board that thus are viewed as their specialists (Mitnick 2006). The proprietors who are presently 

viewed as principals delegate their stewardship of the matter of SACCOS to the administration board. 

The SACCOS administration board thusly procures and gives specialist to SACCOS administrators 
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(Clark 2004). These SACCOS chiefs are required by law to be utilized. The hypothesis limits the 

association to two members principals (proprietors) and specialists (directors). In such manner 

investors envision the specialists to act and settle on choices to the greatest advantage of the principals 

or proprietors (Padilla 2002).  

 

Specialists are probably going to have distinctive intentions to principals(Odhiambo, 2012).They 

might be affected by components, for example, monetary advantages, work advertise openings, and 

associations with different gatherings that are not specifically significant to principals. This can, result 

in a propensity for specialists to be more hopeful mindset about monetary execution of the SACCOS 

in especially money related execution. SACCOS execution under such contract will in the truth would 

infer duty to the proprietors. Operators may likewise be more hazard disinclined than principals and 

because of these contrasting interests, specialists may have a motivating force to predisposition data 

streams. Principals may likewise express worries about data asymmetries where specialists are in 

control of specific data to which principals don't approach (Institute of Chartered Accountants 2005).  

 

The hypothesis displays that that distinctive inspirations and data asymmetries prompt the unwavering 

quality of data. These effects on the level of assume that principals will have in their specialists. The 

SACCOS have an assortment of components that might be utilized to endeavor to adjust the interests 

of the specialists to the principals and to enable the principals to quantify and control the conduct of 

their operators and strengthen trust in operators. Nonetheless, the less trust is in a specialist the more 

probable it is that principals will choose certain execution related pay measures and motivating forces 

that will adjust interests. 

 

 SACCOS are probably going to set fundamental pay at a generally low level however this would run 

as one with a bundle of other workers' advantages which may incorporate rewards and offer choices. 

Such systems, as a rule make potential new organization issues identified with the estimation of 

execution. These organization issues may plan against the SACCOS' performance subsequently 

justifying the requirement for basic change to switch general choice and pattern. Obligations in 

contracts and are made can likewise prompt implementation and punishments for any apparent 

deviation from the SACCOS targets (Institute Chartered Accountants 2005).  
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2.8.2 Stakeholder Theory  

Freeman (1984) states that partners are bunches individuals, people, organizations or accomplices that 

have authentic right in regards to the association undertakings. Donaldson et al (1995) say that this 

hypothesis shows three measurements. These viewpoints are graphic, instrumental and standardizing 

measurement. The distinct angle uncovers that the organization utilizes the model to speak to and 

comprehend its connections and its jobs in inward and outer condition. The instrumental perspective 

is prove when the model is utilized as administration apparatus for heads and chiefs. Regulating 

viewpoint rises when administration and directors perceive the interests of the considerable number of 

partners given to them with natural significance.  

 

SACCOS accept commitments with different partners whose requests may not be met totally. Partner 

administration is customized to reduce the negative impacts of interests among the partners which 

may come full circle in smothering significant execution of SACCOS. Freeman (1984) SACCOS 

contend that assemble better associations with their important partners with the end goal to acquire 

more prominent returns. 

 

 SACCOS are seen as socially capable have more noteworthy capacity to enroll qualified workers 

(Turban 2000). The SACCOS with socially capable exercises fabricate moral capital among their 

partners. It will advance specific sort of wellbeing against lost the organization's notoriety amid risky 

periods (Godfrey, 2000). Partner administration is a vital part of a SACCOS' procedure and it 

establishes a variable that impacts monetary execution (Berman et al, 1999).  

 

Freeman (1984) says that partner administration includes the SACCOS' capacity to recognize who its 

partners are and their separate advantages, goals and capacity to impact the SACCOS to comprehend 

the procedure that might be utilized by SACCOS to identify with these partners, and to find what 

choices best permit the partner interests to be lined up with the SACCOS' forms. However, Donaldson 

et al (1995) battle that all gatherings take an interest in a business to get benefits. This suggests that all 

SACCOS individuals have pooled their assets together for their common additions and these assets 

ought to be kept an eye on well by supervisors. Donaldson et al (1995) set that this hypothesis centers 

around administrative basic leadership and the interests everything being equal. SACCOS' chiefs 

should value their job of basic leadership with the end goal that the choices made should take 

awareness of interests of partners. Get the job done it to state partner interests have inherent esteem 
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and no arrangements of intrigue are expected to command others in the association (Odhiambo, 

2012). 

 
2.9 Empirical Literature Review 

Experimental study demonstrates that some credit plans experience the ill effects of poor 

reimbursement rates, low operational productive rates and high regulatory costs (Chijoriga, 2000). An 

investigation done by Monyo (2004) and Temu (1998), has demonstrated a portion of the components 

that prompts hardness in advance reimbursement to be; absence of satisfactory credit gathering 

systems by the MFIs, poor data and correspondence organize for evaluation of indebted individuals, 

absence of legitimate development and supervision, absence of business instruction to the Small and 

Micro Enterprises (SMEs) before advances are broadened, account holders' fumble of assets acquired 

to exercises that don't have quick returns, or have no profits at all and high loan fee being the 

significant weight to borrowers that defers the reimbursement of the central or make it unthinkable.  

 

Defaulting on payment is a serious problem and should be avoided at all cost. Most of the time 

defaulting on payments is temporary in nature caused by clients loss of jobs, a temporary extra 

expenditure that left no money to make the pay or prolonged illness which may cause the client 

financial distress or keep him in hospital for several months. In very few cases people default because 

of permanent failure or sudden death of individual who wasn’t insured or did not have enough 

resources left for his or her family. Temporary causes can be managed through close supervision and 

monitoring and evaluating the projects financed by the loan (Hartarska, 2005) 

 

Proper training of loan applicant is necessary before loan disbursement and infact should be a 

necessary condition for one to get loan.. In developed countries like Germany loan default is not 

frequent because of the mechanism they use to control and manage loan default. They offer loan 

management tips to their clients who have multiple loans with multiple service providers. They offer 

training, advice and counseling to borrowers to ensure that they remain in the path of repayment 

(Hartarska, 2005) 

 

When SACCOS’ manager is evaluating member loan application, he or she wants to know whether by 

lending member money he or she can get his money back and earn some profit on it from the member. 

Before institution approves a loan application they need to evaluate if the business can repay the loan 

with interest for the period in question to avoid loan default. Debt collection is an expensive operation 

and is an expense to the finance institution. The banks not only assess the clients ability to pay but 
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also would want to know how risk your business might be, and these shows the bank its chances of 

losing money. 

 

Loan defaults have caused a lot of nonperforming assets (NPAs) in SACCOS and other financial 

institutions in India. Banks especially those in public sector are in a mess owing to the mounting 

nonperforming assets. Public sector banks hold 95% of these defaulting loan accounts. The net 

nonperforming assets of the 26 public sector banks in India rose to 2.02 percent during the year 2012-

2013 from the 1.53 in the previous year. That means loan worth big amounts of money are at the risk 

of default. Even borrowers who are in a position to pay back the loan are not doing it. 

 

 This shows a weakness in the governance of the public sector banks in India. The willful defaulters 

are not treated the same way with the genuine defaulters. There are adequate provisions to deal with 

willful defaulters although the public sector banks have not been aggressive in implementing. He was 

particularly concerned about the mounting non-performing assets in the corporate lending segment as 

compared to other sectors. A number of finance institutions have been attributed to have managerial 

failures because of their inability to arrest the rising non -performing assets. A number of business 

entities have been lining up for restructuring their debt to escape bank action on nonpayment 

(Chijoriga, 2000). 

 

 

The investigation done by Chijoriga, (2000) on small scale back operational execution, uncovered 

those customers reimbursement rates demonstrate that casual business administrators have high 

reimbursement rate pursued by men. She contends that the general execution was poor with low 

reimbursement rates to some MFIs. 

 

 

On the off chance that the miniaturized scale fund framework is to stay practical and work effectively, 

data concerning how the issue of advance default can be attached ought to be at the transfer of 

existing and expanding administrators of credit programs (Olomola, 1999). In urban SACCOS, 

programmed stores and advance reimbursement through payrolls is one key factor that offer quality to 

the organization (Temu et al, 1997). However, repayment issues can be as advance wrongdoing and 

default, at whatever point issue emerges it is essential to look at the degree to which the two 

borrowers and banks conform to the advance contract and also nature of the obligations, duties, and 
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commitments of the two gatherings as reflected in the plan of the credit program instead of stacking 

every one of the issues on borrowers (Olomola, 1999).  

 

Sabhatu (2011) discovered that number of dynamic individuals with remarkable advance rose in the 

period from 2007 to 2010 by 25.08% and the draw factor that pulled in new individuals to join the 

SACCOS was discovered to be cost or exertion sparing experienced by the before individuals from 

their alliance, better yield costs, bring down information costs, and profits acquired from enrollment 

additionally contributed their very own offer in drawing in new individuals.  

 

Wingerden and Levelink (2012) in their organization appraisal Rungwe Smallholder Tea Growers 

Association SACCOS and discovered that Net advances or aggregate resources which credit to 

individuals proportion was 86% above International models for magnificent execution (70-80%). This 

esteem was high, it implied that the majority of the SACCOS' capital was put resources into advances, 

a too high esteem could cause liquidity issues. Reserve funds stores/Total resources proportion was 62 

% underneath gauges set by World Council of Credit Unions (70-80 %). For the instance of 

SACCOS, Capital is spoken to by individuals' reserve funds stores (Njoroge, 2008).  

 

Working costs or normal resources was working cost proportion, rose to 17% higher than 

International benchmarks (≤ 5%) in light of the fact that the SACCOS was in a time of development 

and once the SACCOS develops it regards audit this proportion. Advancement International 

Desjardins (2005) finds that Tanzania was the primary nation in Africa to have a National 

Associations of credit Union. This is the investment funds and credit association class of Tanganyika 

(SCULT) Ltd enlisted in 1964.  

 

Tito (2005) finds that funds and credit cooperatives social orders (SACCOS) divisions in Tanzania is 

still low and their development being solid in Urban regions and money crops developing territories. 

Zones delivering nourishment trims as yet encountering low development of investment funds and 

credit cooperatives social orders (SACCOS). Chao-Beroff et al (2000), noticed that advances 

conceded by reserve funds and credit cooperatives social orders (SACCOS) in Tanzania were not very 

many with further described by low level of expanded speculations.  
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Agri-systems (2003) finds that the rustic monetary administrations program (RFSP) set up in 1999 in 

Tanzania, has focused on country poor house holders in Tanzania which are cultivate house holders 

non-cultivate households, network based associations (CBO), Rotating Savings and Credit 

Associations (ROSCAs) and Solidarity gatherings. Other essential wellspring of financing for 

emergency hazards in a few zones is business cash moneylenders.  

 

Rutherford (1999), Lwoga, (1999), Mugwanga (1999) and Mutesasira, (1999) recommend that there 

are not very many cash money lenders in Tanzania. Bagachwa (1995) recommends generally taking 

note of that there was low profile supposedly expected by cash loan specialists in directing credit 

could be a disguise. This reflected partially the customary view that business loaning is exploitative. 

Given the somewhat antagonistic condition. Most cash moneylenders don't confess to participating in 

this training.  

 

SACCOS have numerous jobs regardless of its restrictions and huge weaknesses, the casual area 

assume a critical job in financing emergency hazard circumstances. SACCOS as a major aspect of 

casual area mirrors its responsiveness to customer's administration necessities. 

 

These perspectives incorporate effectively reasonable methodology, adaptable loaning courses of 

action, the nonappearance of limitations on how advances are to be utilized, credit at short notice, 

constrained or no printed material, nearness to borrower and nearby versatility.  

 

At last, casual money related establishments confront low exchanges costs. Because of solid nearby 

learning and social weight, there are low expenses for surveying the borrower's financial soundness 

and gathering credits, (Bagachwa 1996). Rutherford (1999) says that East African banks and MFIs 

require go past the constrained gathering based small scale endeavor credit. They have to create and 

pilot test new items and fortify their item advancement ability to deliver smaller scale money related 

administrations that address customers' issues and from which the MFIs can collect charges that allow 

gainfulness. 
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Figure 2.1: Conceptual frame work 

 
The study was guided by the following framework. 

 
Independent variable Moderating variable  

 
SACCOS loan repayment 
 

• Grace period on loans  
• Installment periods  
• Cases of late payment 

 
 
 

Interest rate charged 
 

• Percentage of lending rate  
• Mode of calculating interest  
• stability of interest charged 

 

 

Membership enrollment  
• Number of active members  
• New members  
• Members 

withdrawing from 

the SACCOS 

 
 
 
 
Duration of loan processing  

• Number of days taken 

to process loans  
• Accumulation of 

loan application 

forms 
 

• Amounts disbursed per day 
 
 

 

Management of loan defaulters 
 

• Cost on debt collection  
• Number of default cases  
• Collaterals needed 

 
 

 

Government policy 
 
 
 
 
 
 
 

 
Dependent variable 

 
 
 

 

SACCO Financial Performance 
 

• Profitability  
• Liquidity  
• Growth and expansion  
• Assets quality 
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Source: Mirit, J (2014) 

 

SACCOS credit reimbursement SACCOS loan specialist money related administrations to its 

part who in most case are the minimized poor who can't bear to get to these administrations from 

the standard banks. The SACCOS confront a ton of test in light of the fact that the borrowers 

don't respect their commitments in time consequently causing postponement in taking care of 

monetary demand of the considerable number of borrowers. Credit reimbursement covers the 

enthusiasm on the advance and primary sum acquired. Default of advance or postponement in 

credit reimbursement lessens the benefit of the SACCOS in light of the fact that these are 

nonperforming advances  

 

Loan costs charged - Interest rate is the measure of intrigue paid per unit of time communicated 

as a level of the sum acquired, Anyanwu (1997). High intrigue charged on credits expands the 

expense of advance to the borrower consequently demoralizing acquiring. Low intrigue charged 

on credits diminishes the SACCOS benefits. Consequently for the interests of both the borrower 

and the SACCOS money related execution to be met, loan costs ought to be settled suitably. 

Most SACCOS in Tanzania are presently charging between 1.6 – 2.0% pm interests to every one 

of their items when contrasted with 1.5 – 2.5% charged by other back organizations.  

 

Participation enrolment - SACCOS individuals are people who have a place with that SACCOS 

readily by filling in the enrollment shape and paying the required participation expense. All 

SACCOS depends generally on their individuals commitments to meet their money related 

requests. This is the reason SACCOS have increment their grumble to build their enrollment 

base by including individuals from various parts of the economy. The future and budgetary 

execution of a SACCOS relies upon the quality of its individuals.  

 

Span of credit reimbursement - Some SACCOS individuals measure the execution of their 

SACCOS by the quantity of days it takes to process their advances. SACCOS have presented 

distinctive advance items whereby a few items like crisis credits take as meager as one day to be 

handled. Deferrals in credit handling make the borrower fretful and they may select to move to 

other fund foundations that can give auspicious administrations.  
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Administration of credit defaulters - An advance defaulter is a man or an organization who 

neglects to respect his or her advance commitment acquired from a budgetary establishment. In 

all ways credit default is a cost to the moneylender paying little mind to if the advance was 

protected against default or not. On the off chance that the advance is protected, the protection 

premium are a weight to the SACCOS and on the off chance that it isn't guaranteed the firm 

stands to lose the sum in default. Obligation accumulation is another costly exercise that calls for 

obligation gatherer on contract. In the event that a money related organization is capable wipe 

out default case or decrease it by a high rate then it can support its budgetary administrations.  

 

2.11. Research Gap  

SACCOS in Tanzania are a main wellspring of the helpful credit for social financial 

improvement. The current SACCOS have encountered an extensive variety of issues halfway 

inferable from the way that they target low wage workers. A great deal of research has been done 

on issues experienced by SACCOS in Tanzania and the examination has assessed administration, 

level of instruction and market chance as components influencing SACCOS execution. Scarcely 

any investigations have been done about the impact of term of advance preparing, administration 

of advance defaulters and loan fee charged on execution of SACCOS. This examination will 

explore the impact of these elements on monetary execution of SACCOS and to achieve this 

objective, ten SACCOS situated in Dar es Salaam, city Tanzania will be considered. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Introduction 

This chapter presents  the design of the study, the area of the study,  the sample and sampling 

techniques , source and types of data, how data were collected and data analysis techniques 

which were employed.  

 

3.2 Research Design 

 In this study the researcher used a case study design due to among other things it was in terms of 

serving time as well studying an aspect in depth and accurately using minimal resources.  

 

3.3 Area of Study 

Study territory is alluded to as the geographic place where the examination has been completed 

(Kothari, 2010). For the instance of this examination, the Posta na Simu Savings and Credit 

Cooperative Society Limited, Hazina SACCOS Limited, Ngome SACCOS Limited, TRA 

SACCOS Limited, Magereza SACCOS Limited, IFM SACCOS Limited, DIT SACCOS Limited 

and AZANIA SACCOS Limited in Dare Salaam Region. It ought to be noted here that all the 

inspected SACCOS were specialists based due to setting up regular qualities of their individuals 

and method of advance installments.  

 

3.4 Population of the Study  

The examination contained a sum of 7000 members. The objective populace comprised of board 

individuals, administration individuals, individuals and workers of Posta na Simu Savings and 

Credit Cooperative Society Limited, Hazina SACCOS Limited, Ngome SACCOS Limited, TRA 

SACCOS Limited, Magereza SACCOS Limited, IFM SACCOS Limited, DIT SACCOS 

Limited, URA SACCOS Limited, TENESCO SACCOS Limited and AZANIA SACCOS 

Limited in Dare Salaam Region.  
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3.4 Sample Size and Sampling Techniques  

3.4.1 Sample Size  

In this examination, test included 20 board individuals from Posta na Simu Savings and Credit 

Cooperative Society Limited, HAZINA SACCOS Limited, Ngome SACCOS Limited, TRA 

SACCOS Limited, Magereza SACCOS Limited, IFM SACCOS Limited, DIT SACCOS 

Limited, URA SACCOS, TENESCO SACCOS Limited and AZANIA SACCOS Limited in Dare 

Salaam Region, 40 workers. The board individuals were picked on the grounds that they were the 

ones who control and settle on choices on the administration of the inspected SACCOS. Workers 

were incorporated into the example since they were the ones who managed everyday activities of 

examined SACCOS.  

 

3.4.2 Sampling Techniques  

Examining is the way toward picking various components from the number of inhabitants in the 

equivalent, whereby investigation of the example and a comprehension of its properties or 

conduct could make and empower for us to sum up such properties to the populace components 

(Saunders and Thorn hill, 2009).  

Purposive is otherwise called judgmental inspecting system. This was utilized in this 

investigation to choose respondents. Purposive examining was utilized to choose all respondents 

to take an interest in the examination; the strategy was utilized because of the way that a portion 

of the respondents were not be there for the season of information accumulation and others were 

allocated out of the workplace obligations. Purposive inspecting is the one in which the 

individual who is picking the example attempts to make the example delegate, depending on his 

feeling or reason, along these lines making the portrayal abstract.  

 

3.5 Data Collection Methods and Instruments  

3.5.1 Documentary Review  

This instrument was utilized to gather optional information from, went along budgetary 

proclamations, change in value, stamen of money related positions, explanations of complete 

salary and condition of income for three monetary years.  

The accompanying money related years were assessed 2016 to 2015, 2015 to 2014 and 2014 to 

2013 of Posta na Simu Savings and Credit Cooperative Society Limited, HAZINA SACCOS 

Limited, Ngome SACCOS Limited, TRA SACCOS Limited, Magereza SACCOS Limited, IFM 

SACCOS Limited, DIT SACCOS Limited, URA SACCOS Limited, TENESCO SACCOS 
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Limited and AZANIA SACCOS Limited in Dare Salaam Region. The instrument was utilized in 

light of the fact that it allowed the specialist to acquire data applicable to the examination which 

couldn't be accumulated specifically from different sources 

3.5.2 Questionnaires 

White (2002) says a survey is basically a device for gathering and recording data about a specific 

issue of interests. It is for the most part comprised of a rundown of inquiries. These inquiries can 

be either shut finished or open-finished. It additionally incorporates clear guidelines and space 

for answers. Surveys had distinct reason that is identified with the destinations of the exploration 

of this examination. They were obvious from the beginning how the discoveries were be utilized. 

Respondents were made mindful of the motivation behind the examination wherever 

conceivable, and were told how and when they would get criticism about the discoveries. Poll 

addresses both closed and open ended were managed to workers in the ten studied SACCOS.  

Copies of the study were managed to the respondents and Likert scale was used to evaluate the 

understanding of respondents to exhibit how unequivocally they agree or can't resist repudiating 

meticulously created clarifications that range from to a great degree positive to negative toward 

as attitudinal dissent (Zikmund, 2003).  

3.6 Data Management  

Research information administration is the arranging, association and conservation of the proof 

that supports all examination ends. Great information administration guarantees information is 

securely put away, findable and can be utilized to recreate discoveries. In this examination 

information administration included information altering, information coding, information 

legitimacy and information unwavering quality.  

3.7 Data Analysis Procedure  

Information was broke down subjectively. Information examination according to Zikmund 

(2003) is a use of logical strategy with the end goal to comprehend and decipher the information 

that was gathered in the exploration.  

Information from meeting and narrative audit was investigated spellbindingly and content 

examination was done to get precise understanding of the discoveries. Subjectively, information 

was investigated by utilizing substance examination. Information from survey was broke down. 

Information was displayed utilizing tables and charts.  
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3.8 Accuracy and Reliability of Data  

3.8.1 Accuracy of Data  

As indicated by Saunders and Thornhill (2009) precision of information alludes to whether the 

information models put away for a thing are the right principles. Consequently, with the end goal 

to guarantee the gathered information were right, information gauges ought to be spoken to in a 

predictable, and right esteem and ought to be exhibited in an unambiguous methodology. To 

guarantee exactness, the poll was pre-tried utilizing pilot concentrate to build the precision of the 

information gathered. In this way, exactness of the information accumulation was set up by 

utilizing test re-test strategy.  

3.8.2 Validity and Reliability of Data  

Legitimacy is the level of accomplishment of an instrument in estimating what it is intended to 

gauge with the goal that distinctions in individuals' scores might be taken like speaking to 

genuine references in the attributes under examination. It is likewise noticed that legitimacy is 

the degree to which instruments catch what they imply to gauge (Kothari, 2010). The substance 

legitimacy was utilized in deciding the legitimacy of the instruments.  

A pilot thinks about was led to determine dependability of instrument in gathering required data 

for the examination. Likewise, the dependability of the information accumulation instrument was 

set up utilizing test re-test technique.  

3.9 Ethical Considerations  

Respondents were given data on the point of the investigation and that their cooperation was 

intentional. Additionally, data given by the respondents were dealt with secretly and utilized for 

the proposed target as it were. The analyst guaranteed secrecy, obscurity and protection to the 

respondents. The analyst was in charge of the security and capacity of data made and told the 

respondents that no other individuals could get to the information given by them. 
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CHAPTER FOUR 

DATA PRESENTATION AND ANALYSIS OF THE FINDINGS 

4.1 Introduction  

This part introduces think about discoveries of the investigation. The initial segment of the 

section gives foundation attributes of respondents regarding sexual orientation, age, level of 

instruction, work understanding and position in the association. This is imperative as it gives the 

general portrayal of the respondents that were utilized in this exploration. The section 

additionally introduces information in connection to the investigation destinations. The 

examination targets incorporated the general target that is to analyze factors impacting budgetary 

execution of SACCOS in Tanzania. The particular targets in this exploration were: To build up 

how advance reimbursement impact budgetary execution of ten examined SACCOS in Dar es 

Salaam; to decide how loan cost charged impact monetary execution of ten contemplated 

SACCOS in Dar es Salaam; to evaluate how participation enlistment impact money related 

execution of ten considered SACCOS in Dar es Salaam; to set up how term of credit preparing 

impact monetary execution of ten considered SACCOS in Dar es Salaam; and to distinguish how 

administration of advance defaulters impact budgetary execution of ten examined SACCOS in 

Dar es Salaam.  

4.2 Respondent Characteristics  

The examination was led in ten SACCOS in Dar es Salaam and comprised of 50 respondents. 

These respondents were 20 SACCOS board individuals 2 from every SACCOS and 30 SACCOS 

workers 3 from every SACCOS and 50 legitimate surveys were returned. Their reactions were 

investigated in which recurrence and rate circulations were used as shown in tables.  

4.2.1 Gender of the Respondents  

This exploration work considered sexual orientation as the Table 4.1 uncovers that guys 

comprised of 40% and females 60%. This demonstrates female respondents overwhelmed the 

examination inferring that SACCOS utilizes more female representatives. This further uncovers 

there was sexual orientation balance in the business. 
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Table 4. 1: Gender of the Respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Male 20 40.0 40.0 40.0 

Female 30 60.0 60.0 100.0 

Total 50 100.0 100.0  

Source: Field Data (2018) 

 

From Table 4.1 demonstrates that both genders were considered by this examination. The 

distinctions which exist most likely were because of the way that the idea of the business 

procedure, notwithstanding, the above discoveries inferred that both genders had been genuinely 

spoken to.  

 

4.2.2 Age of Respondents  

Specialist was occupied with building up the age of the respondents who were engaged with the 

exploration. Research discoveries uncovered that greater part of the workers are between 30 to 39 

around 40%, trailed by those with the age 40 to 49 with 34%. Those respondents over 50 are next 

to no in rate showing it is a gathering which is moving toward retirement age. 

Table 4. 2: Age of the Respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

20-29 9 18.0 18.0 18.0 

30-39 20 40.0 40.0 58.0 

40-49 17 34.0 34.0 92.0 

50+ 4 8.0 8.0 100.0 

Total 50 100.0 100.0  

Source: Field Data (2018) 

 

From the findings Table 4.2, it is evident that most of respondents were congested in the age 

groups within the range of 30 to 39 years with 40%. Therefore, this study revealed that most of 
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the employees in SACCOS were young. So it was a group of people with reasonable experience 

concerning subject and the study and therefore their contributions should be highly considered. 

 

4.2.3 Level of Education of Respondents 

The levels of education of the respondents on the side employees were as follows: The total 

numbers of respondents were 50 which are 100%. Degree holders were 35 (70%). Respondents 

with masters were 8(16%), Diploma holder 5 (10%) and Certificate were 2 (4%). Further details 

of the findings are shown in the Table 4.3 

 

Table 4. 3: Education Level of Respondents 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Certificate 2 4.0 4.0 4.0 

Diploma 5 10.0 10.0 14.0 

Degree 35 70.0 70.0 84.0 

Masters 8 16.0 16.0 100.0 

Total 50 100.0 100.0  

Source: Field Data (2018). 

Generally, the distribution of respondents’ education levels in Table 4.3 showed that the majority 

of employees had advanced level of their education. Most of them have degree and masters level 

of education. From the Tale 4.3 data it reveals that most of the respondents had enough 

knowledge and understanding of factors influencing financial performance of Microfinance 

Institutions in Tanzania. 

4.2.4 Work Experience of Respondents 

The research findings in reference to Table 4.4, revealed that most of the employees had some 

years of service which ranged from 6 to 10 years which was 52.0% of respondents and followed 

by those with range of 3 to 5 with is 32.0% and only 8 (16.0%) with experience of less than 3 

years. 
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Table 4. 4: Work Experience 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Less than 3 8 16.0 16.0 16.0 

3-5 16 32.0 32.0 48.0 

6-10 26 52.0 52.0 100.0 

Total 50 100.0 100.0  

Source: Field Data (2018) 

From the analysis in Table 4.4, the findings revealed that most respondents had an experience 6 

to10, while those with the range of years 3 to 5. These facts indicated that there had been fair 

and mixtures of ideas in relation to factors influencing financial performance of Microfinance 

Institutions in Tanzania.  

 

4.2.5 Position of Employees in the Organization 

The researcher was interested in establishing the overall job position of each the respondents 

accordingly. The study revealed the following; the respondents included 20 board members and 

30 employees. 

 

Table 4. 5: Position in the Organization 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Board Member 20 40.0 40.0 40.0 

Employees 30 60.0 60.0 100.0 

Total 50 100.0 100.0  

Source: Field Data (2018) 

 

The study found that 40.0% of the respondents were board members and 60.0% were other 

employees. The findings revealed that all level of positions in the organization had been 

considered as the Table 4.5 shows. 
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4.4 Loan repayment and financial performance of SACCOS 

The researcher first was interested to find out the system used by SACCOS studied members to 

repay their loans. Also the researcher wanted to identify challenges that SACCOS face in the 

system used and the maximum period given to borrowers to repay back their SACCOS loans. 

This aimed at enabling the researcher to determine the studied SACCOS cash flow and 

profitability. Three questions were asked and the results are presented here. 

 

4.4.1 Systems Used in Loan Repayment 

The researcher as interested in finding out if and in what ways was the system used to repay 

back the loan affected the cash flows and financial performance of the SACCOS. The results 

were presented in Table 4.6 

Table 4.6 Systems used by SACCOS in Loan Repayment. 

 

 

 

System Frequency Percent 

 

 

 Monthly cash installment 20 40.0% 

 Check off 30 60.0% 

 Total 50 100% 

 

Source: Field Data, 2018. 

 

From Table 4.6, majority of respondents 30(60.0%) used check off methods to repay their 

loans. Only 20(40.0%) used monthly cash installment methods as their repayment method. This 

implied that all members of the studied SACCOS were employees who had regular salaries 

however, majority of SACCOS members had small income as a result SACCOS seceded to 

allow its members to repay their loans on monthly cash installment methods apart from their 

check off methods from their salaries. This was the reason why some of the SACCOS members 

had to pay monthly cash installments. 
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4.4.2 Challenges Faced by SACCOS Members 

The researcher also wanted to establish if the SACCOS members faced any challenges in the 

system they used to repay their loans and how these identified challenges affected the financial 

performance of SACCOS. The results were presented on Table 4.7  

 

Table 4.7 Challenges Faced in the Loan Repayment System in Use 

 

 

Response Frequency Percent 

 

 Yes 32 64.0% 

 No 18 36.0% 

 Total 50 100% 

    

Source: Field Data, 2018. 

 

From the Table 4.7, it was unfortunately that 36.0% of the respondents faced the problems 

while using the repayment system. And that although 32(64.0%) of the total sample did not face 

problems while using the system this was not a good indicator. Meaning that 36% of SACCOS 

loaned members were facing difficulties and this might be the fault in the system and thus the 

system used had challenges. Bearing in mind that loan repay should be 100% and thus if some 

members face difficulties this target will not be realized. Those facing the challenges were 

36.0% mark meaning there was still a major problem in the use of the system. 

 

4.4.3 Period Given to Repay Loans by SACCOS 

The researcher also was interested to identify and assess the maximum period given to 

borrowers to repay their loans among the studied SACCOS. This was the maximum period to 

borrowers to repay their loans. The researcher wanted to find out if the period given to repay 

the loans had any financial influence on SACCOS profitability and cash flows. The results were 

presented in Table 4.8. 
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Table 4.8 Periods Given to Repay Loans 

 

 

Period Given Frequency Percent 

 

 

 Three years 11 22.0 % 

 Five years 39 78.0% 

 Total 50 100% 

    

Source: Field Data, 2018. 

 

This was 100% response to this question. From Table 4.8, 39 (78.0%) of the respondents 

supported the fact that SACCOS borrowers were to be given five years of loan repayments. 

Only 11(22.0%) of the respondents said that the borrowers were to given three years of 

repayment. This implied that SACCOS’ borrowers preferred longer duration so that they might 

have enough time to invest the amount borrowed and pay back out of profits. 

 

4.5.3 Payment of Dividends by SACCOS 

The researcher was interested to examine whether or not the studied SACCOS were paying 

dividend to its members. SACCOS pay dividends out of profits, therefore the researcher was 

interested to find out if the SACCO usually or rarely paid dividends to members so that it can 

be established if the SACCO had financial stability. The findings were presented in Table 4.9 

 

Table 4.9 Response on whether the SACCO Paid Dividends. 

 

 Response Frequency Percent 

 Yes 40 80.0% 

    Sometimes  10                      20.0% 

 Total 50 100% 

Source: Field Data, 2018. 
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From the Table 4.9 most 40 (80.0%) of the respondents responded positively to this question. 

Meaning their SACCOS paid dividends to its members. This was recommendable move by the 

SACCOS that showed they had financial stability. However, 10 (20.0%) of the respondents 

responded that there were arrears. Meaning their SACCOS did not pay dividends to its 

members on time. This implied that such SACCOS had financial instability. 

 

4.5.4 Dividends in Arrears 

Another aspect the researcher was interested to find out if there were times when the SACCOS 

failed to pay dividends in the year they were earned so that it can be established if the 

SACCOS had cash flow problems and difficulties. The results were similar to the previous 

question and they were presented on Table 4.10 

 

Table 4.10 Dividends in Arrears 

 

 

 Response Frequency Percent 

 No Arrears 40 80.0% 

    Yes there are Arrears  10 

                              

20.0% 

 Total 50 100% 

Source: Field Data, 2018. 

 

From the Table 4.10 most 40 (80.0%) of the respondents responded positively to this question. 

Meaning their SACCOS had paid dividends to its members and that there were no arrears. This 

was recommendable move by the SACCOS that showed they had financial stability. However, 

10 (20.0%) of the respondents responded with the doubt to this question.  

 

Meaning their SACCOS paid dividends to its members at some years and at certain years 

SACCOS did not pay dividends to its members. This implied that such SACCOS had financial 

instability. 
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4.5.5 Rate at which Dividends were Paid by Ten Studied SACCOS in Dar es Salaam 

The researcher also wanted to establish if SACCOS members were satisfied by the rate of 

dividend paid to them so that it can be established how this affected financial performance of 

SACCOS. The findings were presented in Table 4.11 

 

Table 4.11 Member Satisfaction on Interest of Dividend Paid by ten studied SACCOS 

 

 

Response Frequency Percent 

 

 

 Not satisfied 49 98.0% 

 No response 1 2.0% 

 Total 50 100% 

    

Source: Field Data, 2018. 

 

Table 4.11 shows that 1(2.0%) respondent out of 50 did not respond to this question while 

49(98.0%) said they were not satisfied. This implied that the rate paid is relatively low as 

compared to members’ expectations. 

 

4.5.6 Competition between SACCOS and Other Financial Institutions 

The study was interested to examine the effect of competition on the financial performance of 

SACCOs.  The study found that, majority of the respondents (68.0%) agrees that, competition 

affects the financial performance of the SACCOs as presented in Table 4.12 
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Table 4. 12: Competition between SACCOS and Other Financial Institutions 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Strongly Agree 10 20.0 20.0 20.0 

Agree 34 68.0 68.0 88.0 

Neutral 2 4.0 4.0 92.0 

Disagree 1 2.0 2.0 94.0 

Strongly Disagree 3 6.0 6.0 100.0 

Total 50 100.0 100.0  

Source: Field Data, 2018. 

 

The findings in Table 4.12 indicate that, important number of the respondents (20.0%) agreed 

that, competition affected the financial performance of the SACCOS. The study found that, 4.0% 

of the respondents were not aware if competition affected the financial performance of the 

SACCOS. Also, the study found that, small number of the respondents (2.0%) disagreed that, 

competition affected the financial performance of the SACCOs. The results implied that the 

existence of competition affected the financial performance of the SACCOS. 

 

4.6 Duration of Loan Processing and Financial Performance of SACCOS 

 

In this study the researcher was interested to establish if duration taken to process loans can 

affect the financial performance of SACCOs. There was one question in this section. 

 

4.6.1 Period Taken to Disburse Loans by SACCOS 

This question was important because different financial institutions had different policies 

regarding the period to be taken to process and disburse loans to its borrowers. The researcher 

wanted to find out if the SACCOS met the specified period of loan disbursement or not. The 

findings were presented on Table 4.13 
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Table 4.13 Period taken to disburse Loans by SACCOS 

 

 

Response Frequency Percent 

 

 SACCO met specified period 15 30.0% 

 SACCO did not meet 34 68.0% 

 No response 1 2.0% 

 Total 50 100% 

Source: Field Data, 2018. 

 

From the Table 4.13, the highest percentage of the respondents, 34(68.0%), said that the 

SACCOS did not meet the specified period, 15(30.0%) said that the SACCOS met at the 

specified period of time, 1(2.0%) did not respond to this question. This implied that duration of 

loan processing was a big problem since the majority of the respondents was a problem with the 

period taken. 

 

 

 

4.7 Management of Loan Defaulters and Financial Performance of SACCOS 

The researcher was interested to find out if there were any loan defaulters, how the SACCOS 

dealt with them and if the SACCOS insured their loans against default. There were traced by 

using three questions and in order to make further analysis. 

 

4.7.1 Loan Defaulters and Financial Performance of SACCOS 

In most cases loan defaulters affect cash flow of any financial institution in that amount of 

money meant for relending is held by the defaulters. The study wanted to establish if there 

were any loan defaulters and how they affected financial performance of SACCOS. The results 

were presented in Table 4.14 
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Table 4.14 Presence of Loan Defaulters among SACCOS Members 

 

 

Response Frequency                                                            Percentage 

 

 There are loan defaulters 10 20.0% 

 There are no defaulters 40 80.0 % 

 Total   50 100% 

    

Source: Field Data, 2018. 

 

In Table 4.14, 10 (20.0%) respondents said that there were loan defaulters in the SACCOS. 

And this was the highest percentage from those who retired from employment and among those 

who pay on monthly cash installment. 40 (80.0%) of the respondents think that there were no 

loan defaulters in the SACCOS. This implied that loan default was a big threat to the financial 

performance of SACCOS because 20% was a big percent. 

 

4.7.2 Action Taken to Loan Defaulters 

 

The researcher aimed at establishing the action the SACCOS had been taking against loan 

defaulters. The results were presented on Table 4.15 

Table 4.15 Action Taken to Loan Default 

 

Action taken Frequency Percent 

 

 Attach guarantees savings 15 30.0 % 

 Attach borrowers savings and shares 25 50.0 % 

 Take legal action 0  0.0% 

 Give more payment period 10   20.0 % 

 Total 50 100% 

Source: Field Data, 2018. 
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From Table 4.15, different respondents had different views on the action taken against loan 

defaulters. Most of the respondents 25 (50.0%) that was half of the total sample thought that 

borrowers’ savings and shares were attached, while 15 (30.0%) said that guarantors shares 

were attached on defaulters., 10 (20.0% said that defaulters were dealt with by giving them 

more time to pay loans while nobody said that legal action was taken on defaulters. This 

showed that most of SACCOS opted for the most lenient methods of attaching borrowers’ 

savings and shares and guarantors’ savings because group guarantee system of securing loans 

was mostly used. 

4.7.3 Insurance Cover on Defaulters 

 

The study also aimed at finding out whether any insurance cover was taken against 

default. The results were presented on Table 4.16 

Table 4.16 Insurance on Loan Default 

 

Response Frequency Percent 

 

 Insurance is taken 2 4.0 % 

 Insurance is not taken 48 96.0% 

 Total 50 100% 

 

Source: Field Data, 2018. 

 

 

Out of the 50 respondents, only 2(4.0%) said that SACCOS insured loans against defaulters. 

This might be as a result of not being aware of insurance policy and thus people believed that 

insurance cover even loan defaulters. 48 (96.0%) of the responds said that the SACCOS does 

not insure loans against defaulters it covered only those who died. 

 

4.8 Variable Analysis 

 

The researcher was interested to illustrate various variables and their relationships through cross 

tabulation. Here is some of this tabulation. 

 

4.8.1 Duration of Loan Repayment and Financial Performance of  Ten Studied SACCOS 
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The researcher was interested to find out if there was any relationship between duration of 

loan repayment and financial performance of SACCOS. This was presented in Table 4.17 

 

 

 

 

 

Table 4.17 Duration of Loan Repayment and Financial  

 

Performance of SACCOs Crosstab 

 

                                                              Have you sourced any credit from the commercial banks? 

 

   yes No Total 

Period given to Three years Count 0 11 11 

repay loans  Percent 0% 100% 100% 

 Five years Count 11 39 50 

  Percent 22.0% 78.0% 100% 

Total  Count 11 50 61 

  Percent 18..0% 82.0% 100% 

 

 

Source: Field Data, 2018. 

 

 

From Table 4.17, none of the borrowers given a repayment period of three years sourced 

for credit from commercial banks. Out of the 61 respondents that were given a repayment 

period of five years 50 respondents 50(82.0%) had not sourced any credit from 

commercial banks. This showed the level of satisfaction given a longer repayment period. 

Thus one can see a positive correlation between duration of loan repayment and retaining 

of customers once they were satisfied. Only 11 of them had sourced credit from 

commercial banks.  

One can attribute the 11(22.0%) of the respondents who borrowed loans from commercial 

banks given a longer repayment period to those customers who had exhausted their 

borrowing capability. 
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4.8.2. Interest Rate Charged and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam 

The researcher was interested to find out the relationship between interest rates charged 

by SACCOS and membership enrollment of SACCOS. In the findings, it was revealed 

that majority of the respondents felt that the membership of ten studied SACCOS was 

increasing during the last three years.  

 

 

Out of these, 10 (20.0%) of these respondents felt that the interest rate was low compared 

to other banks whereas a majority 40 (80.0%) of the respondents felt that the interest rates 

charged was very high thus they could not that the membership increase for the ten 

studied SACCOS cannot be associated to the rates of interests charged as majority felt 

that the rates charged were high compared to other banks. There are other underlying 

factors causing the increase in membership of the ten studied SACCOS other than the 

rates of interests charged. Thus the interest rates charged did not affect the growth of this 

SACCOS. 

 

 

4.8.3 Duration of Loan processing and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam 

 

The researcher was interested to establish if there existed any relationship between duration 

taken to process loans and members sourcing credit from other financial institutions. The 

findings revealed that, majority of the respondents did not source credit from commercial banks. 

34 (68.0%) of the respondents have not sourced for credit from commercial banks and are 

satisfied that the loan processing duration was ok. However 68% of the respondents who have 

sourced for loans from other commercial banks agreed that it to delay in loan processing and a 

minimal 32% attributed borrowing loans from other commercial banks to some other factors 

others than loan processing duration. One can see an association between loan processing 

duration and quest to source for loans in other banks.  

 

When ten studied SACCOS members source loan from other commercial banks due to delayed 

loan processing in their SACCO it translated to loss of revenue to the SACCOS in form of 
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interests and hence affect the eventual performance thus we can say that duration of loan 

repayments affects the performance of ten studied SACCOS. 

 

 

 

 

 

4.8.4 Management of Loan Defaulters and Financial Performance of Ten Studied 

SACCOS in Dar es Salaam 

In this aspect the researcher was interested to establish if there was any relationship between 

how the SACCOS dealt with loan defaulters and the membership enrollment of ten studied 

SACCOS in Dar es Salaam.  

 The findings showed that 25(50.0%) of the loan defaulters were attached to members’ savings 

and shares to recover the loan owned to the SACCOS. However this does not affect the growth 

and performance of ten studied SACCOS in Dar es Salaam as all the respondents sampled 

accepted that the membership was growing within the last three years. All in all, the decision 

taken by the management of  ten studied SACCOS affected the growth of the SACCOS thus 

we can conclude that the management of the loan defaulters did affect the growth of the ten 

studied SACCOS because this was group  challenge and can affect the growth of  the ten 

studied SACCOS. 
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CHAPTER FIVE 

DISCUSSION OF THE FINDINGS 

5.1 Introduction 

 

In this chapter findings from the study were discussed. The chapter discusses the loan 

repayment and financial performance of SACCOS. It also discusses interest rate charged and 

financial performance of SACCOS, membership enrollment on financial performance of 

SACCOS and how duration of loan processing and management of loan defaulters were 

presented. 

 

In this research a thorough literature review was carried out to identify variables such as loan 

repayment, interest rates, duration of loan processing and management of loan defaulters. 

Questionnaires were formulated with comprehensive questions and were used to collect data 

from ten selected SACCOS based in Dar es Salaam. However, all ten studied SACCOS were 

employees based SACCOS. The studied SACCOS showed good operational and financial 

performance with increasing performance but there was a very noticeable weakness in their 

management of defaulters.  

5.2  Interest Rate Charged and Financial Performance of Ten Studied SACCOS in Dar es 

Salaam 

 

The information examination demonstrated that the SACCOS should audit their financing costs 

to guarantee that their rates are aggressive. The default rate in the SACCOS likewise 

demonstrated a danger to the future monetary execution of the SACCOS consequently the need 

to set up arrangement measure to diminish default rates.  
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In the discoveries, it was uncovered that dominant part of the respondents felt that the 

participation of ten considered SACCOS was expanding amid the most recent three years. Out of 

these, 10 (20.0%) of these respondents felt that the loan fee was low contrasted with different 

banks while a lion's share 40 (80.0%) of the respondents felt that the financing costs charged was 

high in this manner they couldn't that the participation increment for the ten examined SACCOS 

can't be related to the rates of premiums charged as greater part felt that the rates charged were 

high contrasted with different banks.  

There are other basic variables causing the expansion in participation of the ten examined 

SACCOS other than the rates of interests charged. In this way the loan fees charged did not 

influence the development of this SACCOS.  

 

This investigation was in with the examination by Felician (2011). Felicia (2011) utilized relapse 

examination to explore the determinants of business banks' loaning in Nigeria. The examination 

found that loan costs charged has the best effect on the loaning conduct. In this examination it 

was built up that the ideal loan costs charged by SACCOS gave it an expanding tread in 

participation enlistment. Those respondents who felt that the financing costs charged were high 

felt free to sourced credit to other business banks while the individuals who felt that loan costs 

were reasonable did not source credit from business banks  

 

5.3 Duration of Loan Repayment and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam  

 

In this investigation it was set up that there was a positive relationship between's length of 

advance reimbursement and holding of clients. The examination demonstrates that 78.0% of 

respondents who were given a sensible reimbursement period did not source credit from other 

business banks. This demonstrated the level of fulfillment given a more drawn out 

reimbursement period. Along these lines one can see a positive connection between's term of 

credit reimbursement and holding of clients once they were fulfilled. Just 11 of them had 

sourced credit from business banks. One can characteristic the 11(22.0%) of the respondents 

who acquired advances from business banks given a more drawn out reimbursement period to 

those clients who had depleted their getting ability.  

 



48 

 

This was in accordance with Besley (2003) who affirmed that implementation of advance 

reimbursement establish a noteworthy distinction between provincial credit showcases in 

creating nations and credit advertises in created nations. This implies if SACCOS ended up 

adaptable by stretching out reimbursement period to advance borrowers they could hold their 

clients and increment their money related execution.  

 

 

 

5.4 Duration of Loan Processing and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam  

 

The span taken to process advance additionally influences the monetary execution of money 

related establishments since borrowers approach banks for credits when now and then they are 

looked with pressing budgetary necessities. In this examination it was set up that the ten 

considered SACCOS did not meet the predefined time of advance handling according to the 

organizations strategy. Be that as it may, 82.0 % of the respondents did not hotspot for credit 

from business bank since they were fulfilled that the advance preparing length was not alright 

but rather due to no need of insurances among SACCOS made them to stay in SACCOS. 

Nyanjwa (2008) found that the execution of money related establishments relies upon to a great 

extent on their operational proficiency. He noticed that despite the fact that there is no 

institutionalized execution measure instrument to assess the status of a SACCOS the borrowers 

expect on time benefits with the goal that they can meet their business budgetary requests.  

 

5.5 Management of Loan Defaulters and Financial Performance of Ten Selected SACCOS 

in Dar es Salaam  

 

The discoveries demonstrated that 25(50.0%) of the credit defaulters were joined to individuals' 

funds and offers to recoup the advance claimed to the SACCOS. Anyway this does not influence 

the development and execution of ten contemplated SACCOS in Dar es Salaam as every one of 

the respondents examined acknowledged that the participation was developing inside the most 

recent three years. All things considered, the choice taken by the administration of ten examined 

SACCOS influenced the development of the SACCOS along these lines we can infer that the 

administration of the advance defaulters affected the development of the ten contemplated 

SACCOS since this was gathering test and can influence the development of the ten considered 

SACCOS.  
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It was additionally settled in this examination that the generally speaking monetary execution of 

the ten considered SACCOS was for the most part influenced by the expanding default rates. It 

was built up that credit defaulter  

 

 

 

Respondents felt that the technique for managing credit defaulters was correct. An examination 

was done by Yashwant (2014) on nonperforming resources caused by increment default in the 

corporate loaning fragment and it was set up that various budgetary foundations have been 

credited to have administrative disappointments on account of their failure to capture the rising 

nonperforming resources. Various business elements have been arranging for rebuilding their 

obligation to escape bank activity on non-installment of advances. 
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CHAPTER SIX 

 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

6.1 Introduction 

This chapter presents summary, conclusion and recommendations of the study. This chapter 

presents the summary of the study, conclusion drawn from the findings highlighted and 

recommendation made there-to. The conclusions and recommendations drawn were focused on 

addressing the purpose of this. The last section of the chapter discusses areas for further studies. 

 

6.2 Summary of the Findings 
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The focus of the study was to examine factors influencing financial performance of SACCOS in 

Tanzania. The following were specific objectives: To establish how loan repayment influence 

financial performance of  ten selected SACCOS in Dar es Salaam; to determine how interest rate 

charged influence financial performance of ten selected SACCOS in Dar es Salaam; to assess 

how membership enrollment influence financial performance of ten selected SACCOS in Dar es 

Salaam; to establish how duration of loan processing influence financial performance of ten 

selected SACCOS in Dar es Salaam; and to identify how management of loan defaulters 

influence financial performance of ten selected SACCOS in Dar es Salaam. 

 

The key elements of SACCOS financial performance such as loan repayment, interest rates, 

membership enrollment, and duration of loan processing and management of loan defaulters 

were used as the variables of this research. Ten selected SACCOS were studied for the effects of 

these variables on its financial performance. Descriptive research design was used. 

Questionnaires and interviews were used as instrument of data collection. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
6.2.1 Loan Repayment and Financial Performance of Ten Studied SACCOS in Dar es 

Salaam 

Dominant part of respondents 30(60.0%) utilized confirm techniques to reimburse their 

advances. Just 20(40.0%) utilized month to month money portion techniques as their 

reimbursement strategy.  

 

This inferred all individuals from the examined SACCOS were representatives who had ordinary 

pay rates be that as it may, dominant part of SACCOS individuals had little wage and different 

individuals who had resigned from work subsequently SACCOS administration enabled its 

individuals to reimburse their advances on month to month money portion strategies separated 

from their confirm techniques from their pay rates. This was the motivation behind why a portion 

of the SACCOS individuals needed to pay month to month money portions.  
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Unfortunately that 36.0% of the respondents confronted the issues while utilizing the 

reimbursement framework. Furthermore, that albeit 32(64.0%) of the aggregate example did not 

confront issues while utilizing the framework this was not a decent marker. Implying that 36% of 

SACCOS credited individuals were confronting troubles and this may be the blame in the 

framework and therefore the framework utilized had difficulties. Remembering that credit 

reimburse ought to be 100% and hence if a few individuals confront troubles this objective won't 

be figured it out. Those confronting the difficulties were 36.0% check importance there was as 

yet a noteworthy issue in the utilization of the framework.  

 

Once more, 39(78.0%) of the respondents bolstered the way that SACCOS borrowers were to be 

given five years of advance reimbursements. Just 11(22.0%) of the respondents said that the 

borrowers were to given three years of reimbursement. This inferred SACCOS borrowers 

favored longer length with the goal that they may have enough time to contribute the sum 

acquired and pay pull out of benefits.  

 

 

 

 

 

 

6.2.2 Interest rate charged and money related execution of Ten Studied SACCOS in Dar es 

Salaam  

 

In the discoveries, it was uncovered that greater part of the respondents felt that the participation 

of ten considered SACCOS was expanding amid the most recent three years. Out of these, 10 

(20.0%) of these respondents felt that the financing cost was low contrasted with different banks 

while a lion's share 40 (80.0%) of the respondents felt that the loan fees charged was high hence 

they couldn't that the participation increment for the ten contemplated SACCOS can't be related 

to the rates of premiums charged as dominant part felt that the rates charged were high contrasted 

with different banks.  
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There are other fundamental components causing the expansion in enrollment of the ten 

considered SACCOS other than the rates of interests charged. Along these lines the financing 

costs charged did not influence the development of this SACCOS.  

 

6.2.3 Duration of Loan Repayment and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam  

In this investigation it was set up that there was a positive connection between's length of 

advance reimbursement and holding of clients. The investigation demonstrates that 78.0% of 

respondents who were given a sensible reimbursement period did not source credit from other 

business banks. This demonstrated the level of fulfillment given a more extended reimbursement 

period. In this manner one can see a positive connection between's term of credit reimbursement 

and holding of clients once they were fulfilled. Just 11 of them had sourced credit from business 

banks. One can trait the 11(22.0%) of the respondents who acquired advances from business 

banks given a more drawn out reimbursement period to those clients who had depleted their 

obtaining ability.  

 

6.2.4 Duration of Loan handling and Financial Performance of Ten Studied SACCOS in 

Dar es Salaam  

 

The length taken to process advance additionally influences the monetary execution of money 

related foundations since borrowers approach moneylenders for advances when here and there 

they are looked with pressing budgetary necessities. In this examination it was set up that the ten 

contemplated SACCOS did not meet the predetermined time of credit handling according to the 

organizations approach. In any case, 82.0 % of the respondents did not hotspot for credit from 

business bank since they were fulfilled that the advance handling length was not alright but 

rather due to no need of insurances among SACCOS made them to stay in SACCOS. 

 

6.2.5 Management of loan defaulters and financial performance of Ten Studied SACCOS 

in Dar es Salaam 

 

The discoveries demonstrated that 25(50.0%) of the advance defaulters were joined to 

individuals' funds and offers to recuperate the credit possessed to the SACCOS. 

Anyway this does not influence the development and execution of ten contemplated SACCOS in 

Dar es Salaam as every one of the respondents examined acknowledged that the enrollment was 
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developing inside the most recent three years. All things considered, the choice taken by the 

administration of ten examined SACCOS influenced the development of the SACCOS 

subsequently we can infer that the administration of the credit defaulters affected the 

development of the ten contemplated SACCOS since this was gathering test and can influence 

the development of the ten considered SACCOS.  

 

It was likewise settled in this examination that the in general money related execution of the ten 

contemplated SACCOS was essentially influenced by the expanding default rates. It was built 

up that credit defaulter  

 

 

6.3 Conclusion 

The examination recognized issues that influence monetary execution of the ten contemplated 

SACCOS. The exploration challenges the administration of ten contemplated SACCOS in Dar 

es Salaam. The examination presumes that reimbursement techniques utilized by some of 

SACCOS caused challenges in the entire procedure of reimbursements of advances. 

Respondents confronted the issues while utilizing the reimbursement framework.  

 

Additionally the examination reasons that the loan fees they charge on credit to their individuals 

when contrasted with other monetary organizations since it was highlighted as the real test to 

budgetary execution.  

 

In addition, the investigation infers that the length taken to process advance additionally 

influences the money related execution of budgetary organizations since borrowers approach 

banks for advances when now and then they are looked with earnest monetary requirements.  

 

At long last the examination infers that that the administration of the advance defaulters affected 

the development of the ten considered SACCOS since this was gathering test and can influence 

the development of the ten contemplated SACCOS. 

 
6.4 Recommendations 

Recommendations to this study involve the following: First, when choosing the board 

individuals, SACCOS ought to guarantee they incorporate individuals with in any event 

information in field identified with business and budgetary foundations so they can affect the 
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learning to different individuals. Second, SACCOS’ administration needs to consider the loan 

fees they charge on credit to their individuals when contrasted with other money related 

organizations since it was highlighted as the real test to monetary execution. Loan costs ought to 

be audited regularly relying upon the predominant market rates.  

 

Third, the administration has given a considerable measure of thoughtfulness regarding expanded 

advertising to build participation yet this by itself won't be of much advantage if the entire 

business condition isn't brought into the image. This ought to incorporate the administrations 

given to clients and the time taken to give these administrations. Fourthly, the staff and the credit 

officers should prepared on the business and enterprising aptitudes with the end goal to have the 

capacity to give the specialized exhortation to the borrowers who need to get and put resources 

into a business yet need business administration involvement with the end goal to guarantee the 

advance will be directed to a feasible business.  

 

Again, the individuals named for the supervisory council ought to have bookkeeping learning 

with the end goal to have the capacity to evaluate and check all tasks, and all exchanges to 

guarantee are withstand to bookkeeping guidelines and controls to keep up effectiveness and 

precision, and to guarantee that reports are set up on time promptly for basic leadership. 

Moreover, these establishments are principally managing individuals and the cash, preparing on 

administration, business, saving money, investment funds and credit, accounting, bookkeeping, 

monetary tasks when all is said in done ought to be given to the administration and staff with the 

end goal to guarantee appropriate control of exchanges and administration of assets to guarantee 

budgetary execution . Also members ought to be prepared on the helpful, enterprise, imperative 

of investment funds, job and preferred standpoint of SACCOS business administration, how to 

keep business record, with the end goal to make mindfulness and building a sparing spirits and 

maintaining a strategic distance from fumble of assets. This preparation can be given to them on 

their standard gathering or they can organize on their concurred time. The administration through 

territorial and area helpful officers ought to likewise give support or bearing, and it ought to be 

done consistently.  

 

 Moreover, pre credit instruction ought to be given to the borrowers with the end goal to 

guarantee the right channel of the advance according to proposed reason, additionally ought to be 

taught on the vital of reimburse the advance on time. The advance officers should offer a 

specialized exhortation to the borrower particularly for those beginning another business, which 
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need business information with the end goal to guarantee the credit asked for, will be put 

resources into a reasonable business which thus the advance won't default because of crumple of 

the business.  

 

       Also the rate of premium charged on advance ought to be corrected with the end goal to suit for 

the current market. Since the rate charged presently is low to take care of the institutional 

expenses of these microfinance bearing the high expansion. Moreover, these organizations ought 

to be left to set their very own financing cost which will meet their current running expenses as 

opposed to the present strategy where by the helpful society act settle a roof of the financing cost 

which is between 5-10% the approach should be changed .for moment when these foundations 

acquire advance from other monetary establishments, they need to pay high enthusiasm in the 

meantime when they loan the cash to their part, they need to loan at a low premiums this make a 

weight to them.  

 

Lastly, the government should set an approach and directions which will give these organizations 

a lawful order of solidifying the advantages of their borrowers if there should arise an occurrence 

of credit defaulters since procuring advance from these foundations does not require security, it 

is effortlessly for somebody to default while the establishment have no legitimate command of 

get any guarantee from the defaulter to make up for the misfortune 

 
 

 

 

 

 

6.5 Areas for Further Studies 

This study focused on examining factors influencing financial performance of SACCOS in 

Tanzania. The study focused on how loan repayment influenced financial performance of ten 

selected SACCOS in Dar es Salaam only. This study focused and impending looks into on 

elements impacting money related execution of Microfinance Institutions in Tanzania, another 

investigation should be to be possible in Tanzania especially on different components or 

component. This examination dependent on Tanzania terrain, another investigation should be to 

be possible in Tanzania to incorporate different areas of both Tanzania territory and Zanzibar.  
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           Further investigations ought to be completed to know the ideal length for credit reimbursement 

has this has been believed to influence the advance reimbursement of the ten considered 

SACCOS.A shorter term has been believed to influence the client while long spans are known to 

influence gainfulness of the foundations. The examination built up that the current interests 

charged doesn't influence the development regarding extension of the SACCOS, a further report 

ought to be done to strike a harmony among benefit and participation increment. 
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APPENDIX 1:  

THE QUESTIONNAIRE 

 

Dear respondents, 

I am the final year student from Mzumbe University Dar es Salaam Constituent, pursuing 

Masters of Science in Accounting and Finance. As part of our coursework we are required to 

conduct a research. The title of my research is ‘Factors Influencing Financial Performance of 

Microfinance Institutions   in Tanzania: A Critical Reflection on Ten Savings and Credit 

Cooperative Society Dar es Salaam Region’. I would be grateful if you could spend a few 

minutes of your time to complete this questionnaire. I assure that all information collected is 

strictly for academic purposes and will be kept confidential. Thank you for your kind assistance.  

 

 

Section A: Demographic Information 

Please specify your answer by placing a (√) on the relevant answers provided. The 

Following questions will be used only in determining our sample demographics. 

 

1. Gender 

1. Male 

2. Female 

 

2. Age 

1. 20-29 years old 

2. 30-39 years old 

3. 40-49 years old 

                        4. 50 years old and above 
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3. Educational Level 

1. Certificate 

2. Diploma 

3. Degree 

4. Master 

5. PhD 

 

4. Work Experience 

1. 2-5 years 

2. 6-10 years 

3.10- 15 years 

4. More than 15 years 

 

5. Position in the organization 

 

                                                1. Assistant commissionaire 

                                                2. Legal Officer 

                                                3. Procurement officer 

                                                4. Accountant 

                                                5. Other employee 

 

 

 

 

 

 

 

 

 

 

 

 

Section B 
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Effects of loan repayment on financial performance of your SACCOS 

 

1. What system do you apply to your members to repay their loan?  

 Check off system Monthly cash installment Both 

2. Do you face any challenges in using your system?  

 Yes No    
3. If yes what can you suggest as the possible solution to these challenges? 

 
------------------------------------------------------------------------------------------------------------ 

 
4. What is the maximum period given to borrowers to repay their loan? 

 

Six months            One year         Two years       Three years   
Five years 

 
------------------------------------------------------------------------------------------------------------ 

 
5.  How does the period given affect the cash flow of the SACCOS?  

 

 
Section C 

 
Effect of interest rate on financial performance of your SACCOS 

 

1. How would you rate the level of inflation in your country for the last two year s? 

 Very high High Moderate Low 

2. Has the level of inflation affected the interest rate in your SACCOS?  

 Yes No   

3. If yes in what ways? Please indicate    
 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
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4. What has been the average rate of interest charged on loan to your members for the last 3 

years? 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 

5. How can you rate the interest you charge as compared to other financial institutions in 

the county? 

High          Competitive           Low   
6.  Does the interest rate charged by your SACCOS affect its financial performance 

 
Yes           No   

7. If yes how? Please specify 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 
 
Section D 

 

Effect of membership enrollment on financial performance of  SACCOS 

 

1. What is the trend of membership enrollment for the last 3 years? 

 Increasing Decreasing                  No change 

2. If the membership has been increasing what strategy has been used? 

 Increased marketing  Good quality of services 

 High dividends paid  Good management  
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3. In your opinions can the members’ shares sustain the SACCOS operation without 

sourcing any credit from the commercial banks? 

Yes        No   
4. If no please suggest what can be done to acquire financial sustainability? 

 
------------------------------------------------------------------------------------------------------------ 

 
------------------------------------------------------------------------------------------------------------ 

 
---------------- 

 
5. Do you pay dividends to your members? 

 

Yes          No   
6. What has been the average rate of dividend in the last 3 years? 

 
------------------------------------------------------------------------------------------------------------ 

 
------------------------------------------------------------------------------------------------------------ 

 
 

 
7. Are there any dividends in arrears not paid to the members?   

Yes          No 
 

8. If yes what are the reasons of not paying? 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 

9. Have you sourced any credit from the commercial banks? 
 

 Yes No  

10. If yes are you satisfied by the rate at which the bank charges you? 

 Yes No  

11. What is your position in the SACCOS?  

 Member Staff Management   
12. What prompted you to join the SACCOS society? 

 
------------------------------------------------------------------------------------------------------------ 

 
------------------------------------------------------------------------------------------------------------ 
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Section E 

 

Effect of duration of loan processing on the financial performance of your SACCOS 

 
1. According to the SACCOS policy how long should a loan take to be disbursed to the 

borrower? Please specify 

 ------------------------------------------------------------------------------------------------------------  

 
       ------------------------------------------------------------------------------------------------------------  
 
 

2.  Does the SACCOS meet the specified period? 
 

Yes          No   
3.  If no what are the reasons? 

 
Lack of enough funds   
Inadequate credit staff   
Poor management 

 
Others specify 

 
------------------------------------------------------------------------------------------------------------ 

 
------------------------------------------------------------------------------------------------------------ 

 
 

4. What effort has the SACCOS management put in place to mitigate this problem? 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 
 

5. Do members come to complain about delays in processing loans in this SACCOS? 
 

Yes           No   
6. If yes, what is the main problem complained about? 

Bad attitude of credit staff  Incompetent staff  
 

Long process of loan processing   
Others specify 

 
------------------------------------------------------------------------------------------------------------ 

 
-----------------------------------------------------------------------------------------------------  

 



67 

 

Section F 

 

Effects of loan defaulters on financial performance of SACCOS 

 

1. Are there any loan defaulters in your SACCOS? 
 

Yes No  
 

 

2.  If yes how would you rate the level of default? 
 

Very high        High      Moderate        Low 
  

 
 

3. What do you think are the reasons for loan defaulting? 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 

4. In your own views what is the main solution to loan defaulting? 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
 
 

5. How do you deal with loan default in your SACCOS? 
 

Attach guarantees shares 
 
 

Attach borrower’s assets  
 

Take legal action 
 
 

Give more periods to the borrower to pay the loan  

 

6. Do you insure your loans against default? 
 

Yes          No   

 

7. If yes what percentage do the insurers charge you? 
 

------------------------------------------------------------------------------------------------------------ 
 

------------------------------------------------------------------------------------------------------------ 
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8. Do you think it is economical to insure loans against default? 
 

Yes No  
 

 

9. If no which is the best way to deal with loan defaulters?  --------------------------------------- 
 

------------------------------------------------------------------------------------------------------------ 
 

----------------------------------------------------------------------------------------------------  
 
 

Thank you for your participation 

 
 
 

 
 
 
 
 
 


