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ABSTRACT

Capacity building of members of Villagavings and loans associations (VSLAS)
has been ongoing since 1991 when CARE first intteduthe Methodology in Niger.
CARE’sVillage savings and loans methodology propodeat once mature (after 18
months), groups can function with no external suppdowever, one of the challenges to
sustainability of village savings and loans asgamia in Suba district is low levels of
financial literacy. Little has been done with retyéo establishing how capacity building
impacts on sustainability of these association® girpose of this study was to examine
the impact of Capacity building on sustainabilifyMillage savings and loan associations
in Suba district. The objectives of this study weeoeestablish how financial literacy as a
component of capacity building impacts on sustalitglof Village savings and loan
associations in Suba district, to assess the exterwhich Selection, planning and
management as a component of capacity building ¢tspan the sustainability of Village
savings and loans associations in Suba districex@mine how quality of trainer of
trainers impacts on sustainability of Village s@snand loans associations in Suba
district and to determine how group quality as enponent of capacity building impacts
on sustainability of village savings and loans aggmns. The study adopted descriptive
survey design where quantitative and qualitativea deas collected. Using probability
and non-probability sampling techniques, a sampl&d® respondents drawn from a
target population of 130 individuals engaged in V&itivities and 3 informants from
CARE WED project providing entrepreneurial skills YSLAs in Suba district were
studied. Quantitative data was sourced through ube of questionnaire and was
administered to group officials who are also memlergaging in saving and loaning
activities. The study was delimited to Suba distittomabay County, Nyanza province.
Data analysis employed inferential statistics. Qitetive data was analyzed by use of
statistical package for social sciences (SPSSyaadftool to generate frequencies, mean,
and correlations. CARE’'s GSL MIS was also used a®ad to generate financial
variables that indicated group performance andityuddypothesis testing involved use
of correlation tests at 95 % confidence level. $tfiddings revealed that there was
positive correlation of 0.846 between Selectioanping and management and access of
group loan fund which was an indicator that tragn8PM increases access to group loan
fund, though it had no significant relationshipedglts obtained also revealed that SPM
is likely to have contributed to higher number ebple engaging in Income generating
activities, 98.2% indicated that they do engaghGA and only 1.8% did not. The study
also examined how quality of trainer of trainerspanted on sustainability of village
savings and loans associations, 41.3% indicatadtkg knew a trainer who left before
course package was completed, 58.7% indicateddiaeyt know any, and that trainers
completed the trainings. Finally, on group qualitye findings showed that majority,
(95%), of members receive loan from group fundaating that access of loan fund is
high in VSLAs in Suba district. The study conclud#tht there is no significant
relationship between financial literacy and susthility of village savings and loans
associations. Key recommendations include encougaggavings and loans associations
to attend financial literacy trainings for the b&nef their groups. The study suggested
that a study should be conducted to determinerttieence of loan fund utilization rate
on choice of income generating activities and irfice of record keeping and loan loss
among village savings and loans associations.

XV



CHAPTER ONE
INTRODUCTION
1.1 Background to the Study

Until the global financial crisis of 2007-09, théolgal economy was adding an
estimated 150 million new consumers of financialiees each year. Rates of increase
have since slowed but growth continues apace (V\Raitik, 2010). Most new consumers
are in developing countries, where consumer prote@nd financial literacy are still in
their infancy. Particularly in countries that haweved from central planning to market
economies, empowering consumers has become a p@teqfor efficient and
transparent financial markets and a necessarytbasesure that new consumers have the
requisite confidence in the formal financial systémaddition, technological innovation
and increased competition for financial serviceslavoide have created a wide array of
financial services available to consumers—all widw risks and rewards. Particularly
over the last year, the global financial crisis haghlighted the need for strong consumer
protection and financial literacy. As a result, govnent authorities worldwide are
looking at practical and effective ways of imprayiconsumer protection in financial
services and promoting financial literacy (WorldiRa2010)

Research conducted for the OECD'’s study on findredacation indicates that
the level of financial literacy is low in most cdues, including developed countries. In
Japan, for instance, 71% of adults surveyed knethimg about investment in equities
and bonds, while surveys in the US and Korea faimadl high school students failed a
test designed to measure students’ abilities tosh@and manage a credit card or save for
retirement(OECD, 2006 Financial literacy is far more basic and boils daw whether

they have a bank account. Across the OECD, bet®&eand 10% of the population are
1



without a bank account, and are therefore finahyciablated in a world where financial
transactions — including payment of welfare besefit are increasingly carried out
electronically( OECD, 2006jerhaps more shockingly, consumers often overetgima
how much they know. In an Australian survey, 67%tladse taking part claimed to
understand the concept of compound interest byt 2816 could find the correct answer
to a problem using the concept (OECD, 2006).

In India, only about 57% of the population has Bgsi accounts, and this
percentage is even lower in the North-Eastern stafdearly, financial inclusion and
financial literacy levels are low. Wealth creatifum the investor and the economy will
remain a distant dream, unless the public becomservabout investing. We need to
convert a country of savers into a nation of ineestwww.oecd.org).

According to OECD report (2006), in India, big bdsrlike Central Board of
Secondary Education (CBSE) and Indian CertificateSecondary Education (ICSE)
should look at introducing relevant financial subgeat the school level. In December
2011, there was a news article mentioning that CB&& agreed to include a financial
literacy programme as part of the curriculum. Tleard has finalized the outline of the
program in association with the finance ministrg éime financial regulators.

According to Athmer (2002), currently thands of MFI reach less than two
percent of the poor and even fewer of the very pdwst of the MFIs are heavily
subsidized. The number of MFIs able to combinerfana sustainability and a substantial
outreach is limited to a few dozen. Capacity buaiddiof groups therefore, focuses on
VSLA methodology, financial literacy, Income Gerterg Activities (IGAs) Selection

Planning and Management (SPM) and record keeping.



In Bangladesh, an independent survey of\2BDA participants in February
2009 estimated 86 percent survival rate of VSLAsprted in 2007, similar to the actual
survival rate after three years of 84 percent meakin the VSL pilot groups (started in
2006) (AKF 2011).The result of the survey indicatkdt the groups trained on VSLA
methodology remained sustainabkeccording to Saving group information exchange(
SAVIX) five year panel study of 332 groups initidten 2009, more than 90% of groups
survive more than five years with a return on as@eOA) of 36%.

The recent expansion of CARE’s model Ybltage Savings and Loan
association (VSLAS) presents a concrete opportuiaitgleliver financial education in
rural areas. Given their tendency to replicate digpiVSLAs offer a potent delivery
platform for financial education (Condace and Wagwu2008). However, in rural
Cambodia, one of the greatest challenges to saidity of Self Help Groups (SHGS) is
illiteracy which hinders their ability to maintarecords. Literacy is important because it
helps build trust within the group through instigt effective control and accountability
procedures, such as the rotation of officers, tharaness of all members of the amount
of the group fund and their individual share ofamd the ability of all members to learn
how to check the records and to ensure that their passbook are properly recorded
(Grove, 2005).

Effective control and accountability procedu@e therefore paramount for
sustainability of VSLAs. In Nepal, PACT (an NGOxitted members of a women
empowerment programme (WORTH) on VSLA methodolagwddition to literacy and
Business Development Services (BDS). After theningj, two thirds of groups survived

the Maoist insurgency and civil war in that countintil 2006 and were still functioning



in 2007, six years after the programme has endd&D{ 2010). Furthermore, these
groups had created 425 new groups with no extasgstance.

Group quality is dependent on the effectivendssaming various modules in the
VSL methodology (Individual self screening, grogprhation and leadership, loan fund
development and constitution). It is also affedbgdhow trainings on financial literacy,
selection, planning and management is conductesépted by the village agents or other
trainer of trainers like the project manager oldfiefficers. For high quality groups both
return on assets and savings are high( above 40%).fund utilization rate nears 100
percent , attendance rate not less than 80% andearehip retention rate is not less than
80% percent and portfolio at risk is less than iZ@et ( GSL MIS Version 4.02).

In India, a study conducted on 214 Self Help groi§$Gs) revealed thalmost
50% of the SHGs had no dropouts; one-third had dwéewer dropouts and that there
were dropouts in all wealth ranks. The dropout fatethe very poor was 11.1% and
decreases somewhat as we went up the wealth ank3% for the non-poor), (though
the difference was not so great). Drop outs/ resamatetells us something about whether
SHGs are not always catering to the needs of eif thembers.(EDA, 2006)he study also
found out that a significant proportion of samplgaups (40%) have weak records.
Analysis of the northern sample, one region ofgampled area, showed 24% of borrowers
were more than three months behind on re-paymeftsyhom 5% were more than 12
months behind. Default at 12 months was signifigahigher for very poor and poor
borrowers at 8-9%, compared to borderline (4%) mod-poor (1%) borrowers. Loan fund
utilization rate stood at 95%. In Tanzania andatitp, the percentage of members with
loans outstanding was 55 percent and 67 percepectgely with average loan fund

utilization rate of 77 percent (Access Africa, 2p11
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In Rwanda, CARE capacity building focused on &&bea, Planning and
Management (SPM) (IGA- capacity building model) addition to training VSLA
methodology. Evaluation of Expanding Competitiveie@i-Oriented Microfinance
Services (ECOCOMF) project found out that one efdbjectives, sustainability, was not
achieved because the training focused mainly o training and business counseling
which were the most valuable services providedheylhtergroupment ( IG- federation
of SLAs), followed by addressing concerns and ifiatihg the exchange of ideas and
experiences among Savings and Loan Associatioh8$)SMAES ,2007).

Experience especially in Uganda has shown th&LlG&orks well when blended
with market sensitive, flexible and innovative IGA&griculture and Natural Resources)
through Income diversification which reduces puesn natural resources and provides
capacity for agriculture-related asset acquisifiod. livestock), especially by women .
This is achieved through training on SelectionnRiag and Management (SPM .SPM is
a training course for the non-literate participaot$sSL program. It has been designed
for participants who are interested in startingl@@s in drought prone areas to cushion
them from risk of financial losses as a resultafefd IGAs. It has 3 components: select
an IGA which is suitable, plan for successful lduand manage the IGA so as to repay
the loan in time which reduces portfolio at rislAf@ thereby enhancing sustainability of
VSLAs.

In Mali, hiring of animator to provide quality trang to groups has yielded
positive results as many groups enter th&raid third year after successful training on
vsla methodology. This has led to sustainabilityttedse groups. (Matabisi and Beyene,

2007). The animator play the role of Village agémts men or women who have



participated in a VSLA and undergone training oa ttethodology and are able to teach
how the methodology works on part time basis aedoard by the groups).

In Niger, capacity building of groups has beemdicted by ‘private service
providers’, whose job is to start savings and maétending community (SILC) groups
according to a standardized level of quality ang@ratect the SILC, brand. However the
impact of the approach on sustainability of VSLAs mot been tested (FSD, 2010).

VSLAs in Zanzibar have performed well in termgodwth and sustainability. Only one
of a sample of 25 groups which were over two yeddshad dissolved itself, but it had
been reformed with new leadership. The total mesibpr when CARE left rose from
1272 in 2002 to 4552 in July 2006, an increasennual growth rate of 258%(FSD,
2010).

Record keeping is vital for sustainability of GS&roups. Community Savings
Mobilization(COSAMO PLUS) Project baseline Survegport prepared by CARE in
January 2009 recommended that training serviceprtwdded to women especially in
record keeping and management skills considerirgh hiliteracy level of women
reported in the project area. llliteracy hindersnvem ability to keep proper records
leading to confusion in financial entry and lossneémber’'s savings which ultimately
result in unsustainably of VSLAs. In line with thiSARE has been encouraging VSLAs
to shift from the use of ledgers in record keepm@ passbook-only system because this
increases the transparency of records and simplafitmanagement which enhances
sustainability of Savings and loan groups. Hower®ny groups now use both system in

parallel resulting in greater confusion and compye¢ESD, 2010).



Analysis of Suba Women enterprise development(Wgid)ect Group Savings
and loans Management information system ( GS&L Mi&)a up to december 2011
portfolio at risk( PAR) was 16.1 %, return on assets 33.7%, annualized return on
assets 38% , return on savings was 48.4% and pagsenf members with outstanding
loans was 47.3% and attendance rate was 88.7%PARewas above the recommended
2%.

1.2 Statement of the problem.
Village savings and loans methodology proposes timte mature (after 18

months), groups can function with no external suppts proponents suggest that in the
best programmes, 95% of the groups continue totifumafter two years and that the
model reaches deeper into rural areas and senasrpoeople than other microfinance
models. However, one of the challenges to sustdityabf village savings and loans
associations is access to credit resulting from lewel of financial literacy and
inadequate quality training. For examptesearch conducted for the OECD in 2006
indicates that the level of financial literacy @M in most countries, including developed
countries. In Japan, for instance, 71% of adultsested knew nothing about investment
in equities and bonds, while surveys in the US ldacka found that high school students
failed a test designed to measure students’ asiltbh choose and manage a credit card or
save for retirement(OECD, 2006)Across the OECD, between 3% and 10% of the
population are without a bank account, and areetbez financially isolated in a world
where financial transactions — including paymentwetfare benefits — are increasingly
carried out electronically( OECD, 2006). In Kengasurvey conducted in 2005 by the
Ministry of Planning and National development rdedahat just over 30 percent of all

household were unable to acess credit (KIHBS, Z0H).
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Mnjama (2007) in his study on the viability of @fle saving and lending
associations microfinance model in COSAMO projemtducted in nyanza province in
(2006), found out that there was inadequate quafityaining and supervision of groups
by trainers and recommended that there was needuality training for success of
VS&L model.

Another study conducted by Apopa in (2010) on CARBgram in Kachien,
Rachuonyo district examined the influence of worparticipation in village savings and
loan schemes on their socio-economic status. Tuely stoncluded that participation in
VS&L schemes improves access to financial servigesvever, the study did not assess
the impact of capacity building on sustainabilify¥sL associations.

CARE introduced Village savings and loans methogplo 2004 in Suba, where
members could save and borrow in order to engag@As and repay back loan within
three months. This was believed will solve the peobof acess to credit and provide a
sustainable credit for group members. In Subaidisthe situation was made worse by
the low percentage distribution of population whad hattended school which stood at
25.8 percent (KIHBS, 2005/2006). In addition, CARIported a high portfolio at risk of
16.1 percent for groups formed by WED project betnwveOctober and December
2011(GSL MIS ANALYSIS, DEC 2012). This high PAR mmathat majority of
members were not repaying their loans in time (witthree months) resulting in
inadequate loans at the time of request. Studirducted by Fin access established that
banked population was 19 percent in 2006 and 28eperin 2009(Finacess, 2006 &
2009).A study by Anyango, Esipisu, Opoku, Malkamand Musoke (2006) on

experience of village savings and loans from Zaazievealed that 95% had taken loan



during the previous cycle and that 55% of memberd taken more than one loan.

Another study by Anyango et all (2007) in Zanzibacused on performance of groups.

Their findings revealed that financial performaneas strong with return on savings at

53 percent. She concluded that the strong groupnpeance within this context was that

the savings- led was popular and working with thealr poor (Anyango et all, 2007).

However the study did not establish how capacitijding of groups improves access to

credit/ group loan. Therefore if the current problés not adequately addressed, the

problems of credit acess will continue to bedevd global population and economy for
years to come .This problem if solved will guarante sustainable increased acess to
credit in order to strengthen livelihoods hencertbed to conduct this study.

1.3 Purpose of the study

The purpose of the study was to assess thmadmof capacity building on
sustainability of Village savings and loan assaaoret in Suba district, Kenya.

1.4 Objectives of the study

The study was guided by the following objees:

1. To establish how financial literacy as a comgdnof capacity building impacts on
sustainability of Village savings and loans assomis in Suba district.

2. To assess the extent to which Selection Plgnamd management as a component of
capacity building impacts on the sustainability \dflage savings and loans
associations in Suba district.

3. To examine how quality of trainer of trainemspiacts on sustainability of village

savings and loans associations in Suba district.



4. To determine how group quality as a compondntapacity building impacts on
sustainability of Village savings and loans assomies.

1.5 Research questions

The study sought to answer the following aesle questions;

1. How do financial literacy as a component of amay building impacts on
sustainability of Village savings and loans asdomies in Suba district?

2. To what extent has Selection, planning and g@ma&nt as a component of capacity
building impacted on sustainability of village say$ and loan associations?

3. How does quality of trainer of trainers impaatsustainability of village savings and
loans?

4. How does group quality as a component of cépaciilding impacts on sustainability
of Village savings and loans associations?

1.6 Research Hypotheses

The study sought to test the following reskdrgpothesis;

I. There is no significant relationship betweeresBbn, planning and management and
sustainability of village savings and loans assoma.

1.7 Significance of the Study
It is hoped that the study results will play a pertinforming key capacity

building areas that contribute to sustainabilityvdfage savings and loan associations.

It is also hoped it will help development practitgrs make informed choices in

promotion of working models for rural finance intexdiation. The study can also help

the Kenyan government to deliberately come up wépacity building modules for use

by Village savings and loan associations and toerage the development of an active

10



informal sector and also to inform policy considenas that could improve capacity
building of the informal sector in rural and peniban regions of Kenya. This is
imperative in contributing to pro-poor growth anolvprty reduction goals. Lastly, it is
hoped it will contribute to the body of knowledgecommunity managed microfinance
and offer suggestions for improvement of the Vidagavings and Loan model and
recommend additional areas of analysis or furtbedamic research.

1.8 Basic assumptions of the study

The study was guided by the assumption that wonmeh raen exist in Suba
District and that they belonged to and participatedVillage Savings and Loan
associations after undergoing training on VSL mdthoagy and were ready and willing
to provide the necessary information relating testh associations. It was presupposed
that Capacity building of Village Savings and Loassociations contributed to their
sustainability. It was presumed that there was ghdime to carry out all the research
procedures as outlined in the proposal without tahhso as to fulfill the intended
purpose.

1.9 Limitations of the study

Environmental constraints such as heavy rains eolyith poor transport/ road
network were serious challenges to the resear®loaminimize environmental
challenges questionnaires were administered maimlsunny days and efficient
motorbike was hired to navigate the rough terrainSuba district.

Due to financial and time constraints the studgedted at most five officials in
each group instead of other group members becaeyenere more likely to be located

without spending more resources.
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1.10 Delimitations of the study

This study was delimited to Suba District whishain administrative district in
Nyanza Province of Kenya. Suba district is onehef four Districts in Nyanza province
where CARE Kenya piloted a rural micro finance pobjinitially in 2004 based on the
Village Savings and Loan model (VS&L). Its headdes is Mbita. The district has a
population of 214463 (Mars Group, 2012) and an afeED56km2. The district has two
constituencies, Mbita and Gwassi. Mbita Constityecovers Mbita, Lambwe and
Mfangano division while Gwassi constituency cov@wassi and Central. The study
targeted two divisions in Mbita Constituency, Langband Mbita and one division in
Gwassi, Central division. Four locations CentralyiReast, Kaksingiri west and Rusinga
were surveyed. CARE VSL methodology was first idtroed in Kenya in Suba district
in 2004.The district had low percentage distributiof population who had attended
school which stood at 25.8%(KIHB, 2005/2006).Thegere the areas where CARE
WED project were undertaken and have some of tthesbigroups whose members may
have received trainings on financial literacy aakstion, planning and management.
1.11 Definition of significant terms used in the stdy
Capacity building: Training of saving groups members /saving and laasociation
members on Village saving and loans methodologyutesq individual self screening,
group formation and leadership, group fund developm record keeping and
constitution development), Income generating ai#si selection ,planning and
management and financial literacy.
Village Savings and LoanA VS&L scheme is a self-selected group of peoplsuélly

unregistered) who pool their money into a fund fnwiich members can borrow. The
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money is paid back with interest, causing the ftengrow. In the context of this study,
the term Village and Group are used interchangehlgfer to the same model.
Sustainability of village savings and loan associan: ability of a group/association of
15-30 members to continue with saving and lendettyiéies after the implementing
Organization offering capacity building and menkgpshas left. This association/group
continues with its operation using resources geeéray association/group members.
Amount of credit accessed come from members savingsest and fines only (not from
outside the group).

Selection Planning and Managementls a training course for members participating
in Village savings and loans associations in raral peri urban areas to help them select
suitable Income generating activity, plan for éx@cution of IGA and manage financial
resources in order to repay their loans on time.

Trainer of trainers : community members recruited by the implementingoization ,
undergo training on the Village savings and loarethodology and are able to train
community members on how the methodology works feetthey start engaging in
internal saving and lending .They are also calkxise providers or agents. They play
other roles like mobilizing the community to formogps, mentoring and linking mature
groups to external savings and credit.

Financial literacy: Refers to knowledge on money matters including netde@eping.
This results in awareness creation, effective abrand accountability procedures and
effective business management skills necessargustainability of Village savings and

loan associations.
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Group quality: These are group/association attributes that existnever training is
adequately accomplished and methodology followed. dharacterized by high return on
assets, return on savings, low portfolio at risghhmembership retention rate and high
loan fund utilization rate.

1.12 Organization of the study

The study was divided into five chapters. Chapter deals with the introduction,
Statement of the problem, research objectives,areBequestions, significance of the
study limitations of the study, delimitations ofethstudy, basic assumptions, and
definition of terms and organization of the study.

Chapter two reviews existing literature regardirap@rcity building of saving and
loans groups and sustainability. Related literataxgewed include; financial literacy and
sustainability of village savings and loans asdoma, selection, planning and
management and sustainability of village savingd &ans associations, quality of
trainer of trainers and sustainability of villagevegs and loans associations and group
quality and sustainability of village savings andarls associations. Theoretical
framework and Conceptual framework are also loaktemhd knowledge gaps pinpointed.

Chapter three provides the introduction, researeBigth, target population,
sampling procedure and sample size, research imeinis, data collection procedures,
data analysis techniques and ethical considerations

Chapter four deals with data presentation of stdohings. It outlines
Questionnaire return rate, socio-demographic gpfihancial literacy and sustainability

of village savings and loans associations, selectmanning and management and
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sustainability of village savings and loans asgamia and quality of trainer of trainers
and sustainability of village savings and loan®eisdions .
Chapter five concludes the study with summary afdifigs, conclusions

recommendations, contribution to body of knowledgd areas for further study.
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CHAPTER TWO
REVIEW OF RELATED LITERATURE

2.1 Introduction

This chapter reviews literature related to cayauitilding of VSLAs offered by various
organizations implementing economic empowermengiammes to rural and peri urban
regions of the world. It looks at the global perdpe in capacity building and
sustainability, underlying key capacity areas drartimpact on sustainability of VSLASs.
It then narrows down to Kenya focusing on Finanlitiatacy as a component of capacity
building, Selection planning and management asygooent of capacity building,
village agents, group quality as a component oaceyp building and sustainability of
VSLAs. The chapter reviews the works of variousoéats, NGOs articles including
management reports and interview with differeneagshers.

2.2 Capacity building of members of Village savingand loans associations.

Capacity building of VSLAs focuses on VSLA methanlyy, financial literacy,
Income Generating Activities (IGAs) Selection Plemgn and Management (SPM),
training of village agents and record keeping. isltundertaken by CARE and other
International Non-governmental organizations likefadn America, Catholic Relief
Services, PACT, Plan International, and numerousliam Non-Governmental
Organizations (NGOSs) to enable VSLASs to remainauable in order to uplift the living
conditions of the poor. The role of CARE and otkepport organisations has been to
train groups on how to better operate Accumulatigavings and Credit
Associations(ASCAs) based on a four —phase cutnoulDuring an intensive three-
month phase curriculum, a trainer visits groupsreweeek and trains them on group

dynamics. In the second three- month phase theetraisits groups every two weeks as
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they become more independent. After three monties,triainer comes only once in a
month. After twelve to eighteen months the traioeases to visit the group (Grant and
Allen 2002). Therefore VSLAs are sustainable ofilthey exist without the support of
the trainer, after 18 months from the date of fdroma

In Bangladesh, an independent survey of 280 VSLAgpants in February 2009
estimated 86 percent survival rate of VSLAs prordate 2007, similar to the actual
survival rate after three years of 84 percent mmeakin the VSL pilot groups .The result
of the survey indicated that the groups trained \@LA methodology remained
sustainable(AKF, 2011)

In a study conducted in India in (2000) by Indiastitute of Bank Management
(Guwabhati) in collaboration with Microsave, ASCAsngrally operate within the range
of 6-12 months. In the villages studied, none djeerdor less than 12 months. There
were 8 indefinitexonchois (ASCAs) ranging from 36 to 130 months old. None of these
had identified a specific breaking date; it is &edid, the training on VSLA methodology
led to sustainability of associations (Microsav@0@).

Capacity building of VSLAs in Africa has lmeengoing in many countries. In Niger,
various evaluation reports have shown that traigraups on VSLA methodology has
led to their sustainability. For example, in a 1@@luation in Maradi, CARE found out
that 96% of the groups created in 1991 were stiitfioning, and numerous other groups
had also been created alongside them. In a 1999atvm, CARE found that 100% of
the groups created in 1994 were still operatinfjiahoua (Grant and Allen 2002). VSLAS
in Zanzibar have performed well in terms of growd sustainability. Only one of a

sample of 25 groups which were over two years ald tissolved itself, but it had been
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reformed with new leadership. The total membersipn CARE left rose from 1272 in
2002 to 4552 in July 2006, an increase in annualtr rate of 258% (Grant and Allen,
2002).

In Kenya, a study conducted by Odell and Rippey2810) for Rachuonyo
COSAMO groups in Nyanza province, Kenya, found thatt 43 of 44 groups formed
during the COSAMO period and sampled by their stwgye still operating, and many
new ones had since been formed. However, they addethportant qualification: that
only 8 of the groups were actually formed by CARf#ler GSL methodology, the rest
had been formed earlier as informal local groupswas conceivable, though pure
speculation, that the prior existence of the RaogadCOSAMO groups may be a factor
in their higher rate of survival, relative to th©SAMO groups in the other districts like
Homabay, Suba, Migori, Nyando and Kisumu East. &iticwas just a mere speculation
it could not be concluded that capacity buildingprotigh training on VSLAS
methodology led to sustainability of the eight CABBups( Rippey and Odell, 2010).

Income Generating activities (IGA&)extion planning and management ( SPM)
training module is designed and implemented to mnpasic business literacy training
and sound business practices to group members.tréimeng provides members of
VLSAs with skills to run a profitable business ugiresources already found within the
community. In addition, it helps members map andnidy appropriate business
opportunities in the market environment, managescdix prices and market products
thereby promoting sustainability of VSLAs (CARE, ()

Income Generating activities (IGA) selection pleng and management (SPM)

trainings are common with VSLAs in Africa. For iaste in Zimbabwe, SIMBA

18



program meets the needs of neo entrepreneurs wiited experience or skills in
managing small businesses by providing intensiaiittg and support to ensure that the
association members are given a chance to succeédneve toward economic
sustainability. One of the lessons learned from&improgram was that SPM training
should be flexible and adapted to the nature @ntk existing skills. For example, a
caregiver in a remote rural area may not be as ehadkvvy as a widow entrepreneur in
an urban area and hence may require a strongerasmspbn marketing skills. Sessions
can distinguish between individual, household amehrmunity-based enterprises (Allen,
2002). In Zanzibar, Jozani Credit and Developn@rganization (JOCDO) and Pemba
Savings and Credit Association (PESACA) -partners WEZA project, volunteer
Community Resource Persons trained all groups tectan, Planning and Management
(SPM) of income generating activities to enablartlte make informed decisions about
taking loans and investing in productive activitiedn evaluation report on the
sustainability of these institutions in Unguja fduout that 40% of respondents believed
they are sustainable (Hoogerbrugge, 2010)

Training of group members is carried out by Comrywbased trainers(CBTS) or
village agents (VAs)who impart skills necessary astainability of savings and loans
groups. One of the recommendations of Chemase-#ibigvater, Sanitation and
Education for Health Project (CKWASEH) Final repprepared by CARE in October
(2009) suggested that training of CBTs who in ttrain GS&L group members and
guide through group savings and loans Methodolegygood strategy because the CBTs
provide mentorship to the groups after the traisifay sustainability in VSLAs (CARE,

2009). However, in Nyanza province for example, rgha number of CBTs contracts
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were not renewed because of poor performance élsatted in premature share out and
death of some groups raising questions on theisabifity of groups trained by CBTSs.

Record keeping in VSLAs should be simple beedahese associations are simple to
run and mange. Two-thirds of the 10 000 groups igeNkeep no written records, but
stick to a very basic system of exactly similarisgs and exactly similar share out, with
loans available only for one month. Record keepirag satisfies accounting norms has
proven to be too complex and there is an evoluterards simplified systems based
on share passbooks and longer-term loans rolled fomen month to month to try and
offer minimum internal accountability. Keeping itrgple is really quite hard. It is quite
normal for association records to be in seriouarddy and, while the transparency of the
methodology protects somewhat against loss andi fridaere is a loss of effectiveness,
especially in terms of product range and yield €A]I2006)
Poor recordkeeping and the ensuing errors canlgréamage group confidence; it can
also lead to problems with fraud. If the perceptadnmembers is that this method of
savings is not safe then they will resort backréalitional methods with which they are
familiar and trust. (Oxfam America, 2007)

According to Hugh Allen and Mark Staehle (2D@iminated record-keeping

ledgers are appropriate to all Associations and in atunstances. They propose a
method where transactions are observed (not redardéedger) and savings and loan
obligations are tracked in individual passbookslikg cash balances are tracked through
memorization and simple notes. This means that |¢last literate member of the

association has full information about their sasiagd loan status and the disposition of
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the Association’s assets. They no longer providackup written record-keeping system;
because it adds no value (Allen and Staehle, 2007).

Analysis of Suba Women enterprise development(Wgid)ect Group Savings
and loans Management information system ( GS&L Mi&)a up to december 2011
portfolio at risk( PAR) was 16.1 %, return on assets 33.7%, annualized return on
assets 38% , return on savings was 48.4% and pageenf members with outstanding
loans was 47.3%. and attendance rate was 88.7%PARewas above the recommended
2%. This was before SPM and Financial literacynireg were undertaken.
2.3 Financial literacy and sustainability of Village savings and loan associations

Financial literacy plays a critical role in influeng the savings behavior and
member participation in pension schemes in additionreducing debt loads and
accumulating wealth and managing it effectively i@y, Szykman, Utkus and Young,
2007; FSD, 2008a; Lusardi, Mitchell and Curto, 201Binancial literacy has been
defined as: the ability to make informed judgmeats]l to take effective decisions
regarding the use and management of money (Wottnn@005, p.2). Remund (2010)
on the other hand defines it as a measure of uladeliag key financial concept$he
authors suggest that financially literate populai®able to make informed decisions and
take appropriate actions on matters affecting the@ancial wealth and well being.

According to FSD (2009), exclusion decreases asethed of education increases
from 55.9% for those with no education to 8% fargh with tertiary education. Financial
literacy is important for sustainability of VSLAsetause before these associations
transact with outside institutions, group membetutstnioe financially literate. They must

be able to fully understand financial products @edvices being offered so they can
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assess the appropriateness and implications dfrangactions in which they engagéwe
recent expansion of CARE’s model for Village Sawrand Loan Association (VSLAS)
presents a concrete opportunity to deliver findnetucation in rural areas. Given their
tendency to replicate rapidly, VSLAs offer a poteatdlivery platform for financial
education (Condace and Wambugu, 2008). Severalreaipstudies found out that poor
financial literacy is associated with poor risk elisification, inefficient portfolio
allocations and low levels of savings. Low levefssavings lead to inadequate credit
especially in VSLAs which are dependent on memhbeing)s. Banks and Oldfield(2007)
looked at numerical ability and other dimensiongajnitive in a sample of older adults
in England( the English Longitudinal study of aggiand found out that numeracy levels
are strongly correlated with measures of retirensavings and investment portfolios,
understanding of pension arrangements and finase@lrity.

A study conducted in Ukraine by Financial Sectov&epment Project (FINREP)
and USAID in (2010) revealed that the major factifffuencing financial literacy in
Ukraine are gender, level of education, occupatiegion and wealth. Age and area of
residence have not been found significant in erpigi financial literacy. Concerning the
debt side, empirical studies reveal that lack agficial literacy may result in costly
borrowing and high debt load( Lursadi and Tufan80%®, Stango and Zinman(2009),
Campbell(2006)

A study by Anyango, Esipisu, Opoku, Malkamaki akblisoke (2006) on
experience of village savings and loans from Zaazievealed that 95% had taken loan

during the previous cycle and that 55% of membatdsthken more than one loan.
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Mutesasira and Mule (2003) in their study in Ugandahe impact of village savings
and loans associations concluded that most VSLA® wemprised of very low-income
people. The average savings per member and thegevdoan size provided some
evidence of the depth of outreach. The loan acdessmeged from Ush.5,000-50,000
($2.50-25.00) and equivalent of between Ksh 20@Q60 and savings per member
ranged from Ush.200-1,000 ($0.10-0.50) weekly. pitugect reached very low-income
households.

Finacccess conducted a study in (2009) on firshmapability in Kenya and the
study found out that about 28% of Kenyans repdintaloans to repay loans, which is
alarmingly high, given that only 36.1% of Kenyanavé current loans outstanding.
Among those with an outstanding loan 47.5 % repedding to take additional loans in
order to repay. According to the same study, migj¢63%) of Kenyans report having no
creditors. Most individuals that have a loan havent from only one or two sources.
Those who have three or more credit sources tebd foom the higher income groups.

In Nepal, PACT (an NGO) trained members of@an&n empowerment programme
(WORTH) on VSLA methodology in addition to litera@nd Business Development
Service (BDS). After the training, two thirds ofogips survived the Maoist insurgency
and civil war in that country until 2006 and wet# $unctioning in 2007, six years after
the programme has ended (AKDN 2010). Furthermbesd groups had created 425 new
groups with no external assistance. However, imlr@ambodia, one of the greatest
challenges to sustainability of Self Help GroupBI@3) is illiteracy which hinders their
ability to maintain records. Literacy is importdvgcause it helps build trust within the

group through instituting effective control and aagnotability procedures, such as the
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rotation of officers, the awareness of all memhsdrthe amount of the group fund and
their individual share of it, and the ability ofl ahembers to learn how to check the
records and to ensure that their own passbookrapegy recorded (Grove, 2005).

An assessment of financial status Self Help Gro{§i4Gs) depends on good
guality records and preparation of standardizetbstants. A study conducted in 2006
in India on SHGs, revealed that financial statemerdre not being regularly prepared. In
only 28% of the SHGs (22% in the south, 35% in tieeth) was an income and
expenditure statement available, and in an equialbeuy, a balance sheet and portfolio
information. While members were usually able tovpe approximate figures of total
savings and total loans outstanding, they wereatd¢ to provide figures for profits
earned or loans outstanding to banks, for exangit; member involvement in loan
decision-making did not translate to their beingsanably well versed with the financial
status of their SHGs, and in the absence of firrdrsiatements, SHGs (or SHPAs
promoting them) cannot monitor their financial piogi (EDA, 2006)

Financial literacy levels in developing countries guite low. For instance, DFID
(2008) shows evidence that only half of the addpyation knew how to use basic
financial products. The same study found that wmeseAfrican countries only 29% of
adults had a bank account and that approximate®p 5@ed no financial products
whatsoever, not even informal financial products Kienya, FSD (2009) reported that
59.5% of the population was excluded from the u$efoomal financial services.
According to FSD (2009), exclusion decreases adet of education increases from
55.9% for those with no education to 8% for thoséhwtertiary education. Mnjama

(2007) in his findings on the viability of villagsaving and lending associations
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microfinance model in COSAMO project conducted yamza province in (2006), in
which suba district was included in the survey, leathblished that 80% of the groups
that were on their third savings cycle were stilneed of CARE Kenya’'s, training
support years after the trainers have left .Hebéisteed that in suba district, it was a
struggle to develop a culture of savings and mobilocal resources because of over-
dependence on donors and that the community haom#e@ccustomed to externally
funded programmes. This therefore called for awessrcreation on savings and debt
management to change the attitude of community reesniMnjama, 2007)

Community Savings Mobilization(COSAMO PLUS)ofect baseline Survey report
prepared by CARE in January 2009 recommended thiairtg services be provided to
women especially in record keeping and manageniels sonsidering high illiteracy
level of about 20% women reported in the projeeaé®@HS , 2003), ( CARE, 2009)

2.4 Selection, planning and management and sustainéty of Village savings and
loans associations

Selection, planning and managemisna training course for both literate and non-
literate who are interested to start or improvertircome generating activities. CARE
Uganda first piloted this training through Vetesdntegration Through Extension of New
Development Opportunities (VITENDO) and later wWBNGA Projects in the West Nile
region. CARE Uganda was inspired by a training seuteveloped in 1994 by CARE
Bangladesh’s Small Economic Activity DevelopmenEA®) Sector and based upon a
training concept developed in 1991 by CARE BanglhtdeRural Maintenance Program
(RMP). CARE Bangladesh’s SEAD sector trained Bahggaii NGOs in topics related to

micro enterprise development. Rural maintenancgram, which employed destitute rural
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women to maintain a network of rural roads througt®angladesh, helped its participants
to develop income generating activities so thal tdel not fall back into destitution
following their release from wage employment (CARBQ4). Rural maintenance program
also developed the Income Diversification ProjdoP] in 1991 to enable the women who
were scheduled for release to select appropriafe Ikased upon a careful assessment of
their skills and resources (CARE, 2004).

Income generating activities selection, plannimgl ananagement trainings are
common with VSLAs in Africa. For instance in Zimlveds, SIMBA program meets the
needs of neo entrepreneurs with limited experiemakills in managing small businesses
by providing intensive training and support to eesthat the association members are
given a chance to succeed and move toward ecorsumstainability. One of the lessons
learned from Simba program was that SPM trainirgukhbe flexible and adapted to the
nature of client’s existing skills. For examplegaregiver in a remote rural area may not
be as market savvy as a widow entrepreneur in banuarea and hence may require a
stronger emphasis on marketing skills. Sessions distinguish between individual,
household and community-based enterprises (Alled2

In Rwanda, CARE capacity building focused on SREIA- capacity building
model) in addition to training VSLA methodology. &wuation of Expanding Competitive
Client-Oriented Microfinance Services project (ECQNIF) found out that one of the
objectives, sustainability, was not achieved beedhs training focused mainly on rate
training and business counseling which were thet malsiable services provided by the

Intergroupment (IG- federation of SLAs), followedy baddressing concerns and
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facilitating the exchange of ideas and experierareeng Savings and Loan Association
(SLAs) (MAES, 2007).

In Zanzibar, Jozani Credit and Development OrgditinaJOCDO) and Pemba
Savings and Credit Association (PESACA) -partners WEZA project, volunteer
Community Resource Persons trained all groups tectan, Planning and Management
(SPM) of income generating activities to enablartlte make informed decisions about
taking loans and investing in productive activitiedn evaluation report on the
sustainability of these institutions in Unguja fduout that 40% of respondents believed
they are sustainable (Hoogerbrugge, 2010). A shydBrannen conducted in the same
year on the impact of village savings and loaneaéd that a greater proportion of
members (54%) invested in productive activitiesagBren, 2010).

Experience especially in Uganda has shown that G&&tks well when blended
with market sensitive, flexible and innovative IGA&griculture and Natural Resources)
through Income diversification which reduces pues®n natural resources and provides
capacity for agriculture-related asset acquisifiod. livestock), especially by women .
This is achieved through training on Selection,nRiag and Management (SPM)
.Selection, planning and management is a trainougse for the non-literate participants
of GSL program. It has been designed for partidpavho are interested in starting up
IGAs in drought prone areas (CARE, 2004).

A study conducted in Uganda on the impact of SPM 8hA revealed that
almost twice as many SPM trained respondents int Wigs, had invested their loans or
shared out funds in business as compared to thesmomdents that only had been

engaged in the SLA program (71% SPM vs. 34% Non-EPNbn- SPM trained
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individuals tended to invest their funds in nonguotive ventures such as paying off
school fees and scholastic materials (63% SPM 28 Non SPM), purchasing
household items (56% SPM vs. 17% Non-SPM) and rragiiother household expenses
like buying salt, sugar, and soap (45% SPM vs. BB SPM) ( Beyene , 2006)

In Kenya, an End term evaluation of Sustainableslimod Security project for
the Vulnerable Households in Nyanza province ‘DARKANA’ revealed that majority,
78% engaged in IGAs related to farming, followedsleyvice and manufacturing (RDC,
2009) .

Mnjama (2007) in his study on the viability of @fle saving and lending
associations microfinance model in COSAMO projemtducted in nyanza province in
(2006), pointed that at CARE COSAMO project incepti80% of the target group did
not have IGAs. CARE by then had not trained anyugron SPM. He concluded that
incorporating SPM as a major part of VS&L operasiamere crucial for increasing the
economic status of group members (Mnjama, 2007)

2.5 Quality of Trainer of Trainers and sustainability of Village savings and loans
associations

A study conducted by Brannen in 2010 on the impéetllage savings and loan
association program in Zanzibar, Tanzania foundlmattexisting VSLAs had performed
well in terms of financial sustainability; saversgerience a rate of return on their savings
of up to 58% and attrition rate was 3% per yeaoaghly 20% over a six year period.

He concluded that the VSLA program offered usefd beneficial financial services in

an environment where there were few alternativear(Ben, 2010).

28



Another study conducted by Anyango, Esipisu, Opdkinnson, Malkamaki and
Musoke in 2006 on the Experience of Village saviagd loans association in Zanzibar
revealed that VSLAs had performed well in termgmiwth and sustainability. Total
membership rose by 258% from 2002 to 2006 .Dutwegast payout for 25 VSLAS, the
return on savings was 53%. (Anyang, Esipisu, Opdi&hnson, Malkamaki and Musoke,
2006)

In Niger, capacity building of groups has been cmteld by ‘private service
providers’, whose job is to start savings and maetending community (SILC) groups
according to a standardized level of quality ang@ratect the SILC, brand. However the
impact of the approach on sustainability of VSLAs mot been tested. Capacity building
of groups through training of VAs (Village agentedel) was designed by Access Africa
to ensure the self-replication and sustainabilityV&LAs in rural and urban settings
across the continent (FSD, 2010).

In Mali, hiring of animator to provide quality trang to groups has yielded
positive results as many groups enter th&rad third year after successful training on
VSLA methodology. This has led to sustainabilitytleése groups. (Matabisi and Beyene,
2007). The animator play the role of Village agent® are men or women who have
participated in a VSLA and undergone training o@ ttethodology and are able to teach
how the methodology works on part time basis ardpaid by the groups(Matabisi and
Beyene, 2007).

In Tanzania 19% of VAs trained on VSLA methodolagy2009 were replaced
because they were either not performing well or mxyed away. Apex organizations,

which are registered organizations comprised af, @auned by, VSLAs were formed to
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represent the interests of VSLAs. A primary roletleé CBTs and VAs is to build the
groups’ capacity for independence. It is expected many groups, after undergoing a
year of training and mentoring, would be able totowme functioning successfully
without CARE and without a VA. In Uganda, experierias shown that this is the case.
The groups may make some changes, but they conésuéSLAs (Helmore, 2009)
More still, CARE Tanzania and CARE Access Africa avorking to identify the best
operational model that can lead to the sustaingluifiVSLAS in the project areas. This is
not the case in neighboring Uganda where expezitias shown that groups that have
undergone a year of training and mentoring contitauéunction successfully without
CARE and without VA hence are sustainable. Thisesiquestions on the quality of
training given to village agents in Tanzania (Ma&ahnd Beyene, 2007).

Training of group members is carried out by Comrwbased trainers(CBTS) or
village agents (VAs)who impart skills necessary astainability of savings and loans
groups. One of the recommendations of Chemase-#ibigvater, Sanitation and
Education for Health Project (CKWASEH) Final repprepared by CARE in October
2009 suggested that training of CBTs who in tuamtiGS&L group members and guide
through group savings and loans Methodology is adgstrategy because the CBTs
provide mentorship to the groups after the traigsifay sustainability in VSLAs (CARE,
2009).

Mnjama (2007) in his study on the viability of @fle saving and lending
associations microfinance model in COSAMO projemtducted in nyanza province in

(2006), found out that there was inadequate quafityaining and supervision of groups
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by trainers and recommended that there was needuality training for success of
VS&L model ( Mnjama, 2007)
Analysis of Suba Women enterprise development(Wgid)ect Group Savings

and loans Management information system ( GS&L Mi&)a up to december 2011
portfolio at risk( PAR) was 16.1 %, return on asseas 33.7%, annualized return on
assets 38% , return on savings was 48.4% and pageenf members with outstanding
loans was 47.3% and attendance rate was 88.7%PARewas above the recommended
2%.
2.6 Group quality and sustainability of Village saings and loan associations

Group quality is dependent on the effectivenessrahing various modules in the
VSL methodology (Individual self screening, grogprhation and leadership, loan fund
development and constitution). It is also affedbgdhow trainings on financial literacy,
selection, planning and management are conductedesented by the village agents or
other trainer of trainers like the project managefield officers. For high quality groups
both return on assets and savings are high( abd%®.doan fund utilization rate nears
100 percent , attendance rate not less than 80%hbership retention rate not be less
than 95 percent and portfolio at risk should bssl¢han 2 percenfThe VSLA
methodology proposes that once mature, groupsuwattion with no external support. Its
proponents suggest that in the best programmes, @53k groups continue to function
after two years and that the model reaches deeperrural areas and serves poorer
people than other microfinance models (Anyangopigsj Opoku, Johnson, Malkamaki

and Musoke, 2006).

31



A study conducted by Finacccess on financial cdipainh Kenya revealed that about
36% of Kenyans belong to various types of savingsig But, about 10% of those who
participate in savings groups have lost money engghst. About 53% of those members
lost money in a savings group more than one yearlaterestingly, those in the lowest
expenditure quintile report using a savings groupspite of having lost money
(Finacccess, 2009).An impact study conducted by FSB010 in Nyanza and Western
Kenya, concluded thatll considerations of impact and segmentation are rakpg on
institutional or group quality; especially aftermdws (such as CARE) phase out, and over
longer time periods and even now, 17% of memberd 28% of non-members
interviewed know someone who has lost money in &.G8hile these figures are
considerably lower than those in other ASCA and RASegments (where 56% of
members have experienced personal losses of savisi§ks have existed for a far
shorter period of time, so the data is not comgdarab

According Savings group information exchange(Saviguarter four 2011 ,
Catholic relief services, an NGO, posted attendaate, retention rate and annualized
return on assets of 71.6%, 98.9% and 26% respéctioeits SILC project in Kenya(
www.thesavix.org)lhe SAVIX is a reporting system that provides tparent and
standardized data on community-managed microfinadde SAVIX collects and
validates financial and operational data from mibw@n 70,000 savings groups and 137
projects, promoted by 6 facilitating agencies in @Rintries in the developing world.
Benchmarking and informed decision-making are aaitito achieve high-quality
programme results and the aim of the site is tdit@e analysis, develop norms and

improve performance across the se@onw.thesavix.org).

32



According Savings group information exchange(Sapefel study of 332 groups
formed in 2009, one year old groups posted atterelarate, retention rate and
annualized return on assets of 86.4%, 98.9% an@%7respectively in 2010(
www.thesavix.org) Another study conducted by the same organizatiom year later,
for groups that are 2 years old posted attendaatee netention rate and annualized return
on assets of 83%, 99% and 49% respectively in @@Wiv.thesavix.org)

In India, a study conducted on 214 Self Helps gsoiHGSs) revealed thatmost
50% of the SHGs had no dropouts; one-third had dwéewer dropouts and that there
were dropouts in all wealth ranks. The dropout fatethe very poor was 11.1% and
decreases somewhat as we went up the wealth ank3% for the non-poor), (though
the difference was not so great). Drop outs/ resamatetells us something about whether
SHGs are not always catering to the needs of eif thembers.(EDA, 2006)he study also
found out that a significant proportion of samplgaups (40%) have weak records.
Analysis of the northern sample, one region ofgampled area, showed 24% of borrowers
were more than three months behind on re-paymeftsyhom 5% were more than 12
months behind. Default at 12 months was signifigahigher for very poor and poor
borrowers at 8-9%, compared to borderline (4%) aod-poor (1%) borrowers. Loan fund
utilization rate stood at 95 %( EDA, 2006).

According to Access Africa 2011, VSLAs have proveie effective at ensuring that
all members have access to savings and creditcestVCARE’s MIS track both loan fund
utilization rates and percentage of members wiim$ooutstanding. In Tanzania and Uganda,
the percentage of members with loans outstanding %@ percent and 67 percent

respectively with average loan fund utilizatioreraf 77 percent (Access Africa, 2011)
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2.7 Theoretical Framework

The study theoretical framework was based on th@aboapital theory. Social
capital is comprised of formal and informal systemf norms, institutions and
organizations that promote trust and cooperatiorcommunities and also in wider
society. It is “capital” because it is a resoutitat thelps to accelerate the accumulation of
well-being, and “social” because it is not the escle property of individuals but is
possessed by social groups and can be a chartictefientire social systems. Although
the theory of social capital draws heavily on tleminstitutional economics of North,
Coase and others, and on the sociological fornmratof Bourdieu and Coleman, its best
known exponent today is Robert Puthnam, who has ellaorated most completely the
theoretical structure and the empirical evidenaesfucial capital (1993a, 1993b, 1995,
1996). Most of these writers agree on five featunéssocial capital: in economic
exchange, the existence of trust based on sharedsnand familiarity, together with
stable relationships based on reciprocity, reducan$action costs” that arise when
dealing with strangers in unregulated economic renvnents. Similar benefits accrue
from social capital (norms, institutions and orgaions) in the civic sphere: trust and
shared identity facilitate both the constitution sucial actors and the emergence of
honest, effective government (“strong society,rggrgovernment”).

Finally, social capital is strengthened each titvig activated. Virtuous circles are
activated as positive experiences of trust in epoaanatters and success in common
cause lead to greater trust and greater civic comaemt.

Putnam’s (1993, 1995) theory of social capital humtionalist roots also (especially its

focus on social integration), but it is furthermanéluenced by notions of pluralism and

communitarianism. His central thesis is that a whelhctioning regional economy
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together with a high level of political integratiane the result of that region’s capacity to
successfully amass social capital(Siisiainen, 200®)cial capital here has three
components: moral obligations and norms, sociallegal(particularlytrust) and social
networks (especially the membership of voluntargoagtions). These forms of social
capital are central to the promotion of civil commities and civil society in general.
According to Putnam, the productive activity otisb capital is manifest
in its capacity to “facilitate coordination and @@wation for mutual benefit” (Putnam,
1995). The threat to this productive capacity coifinesn changing social trends which
appear to indicate that such ‘coordination and eoaion’ is on the decline. To illustrate,
Putnam cites America’s falling participation nundar union membership, net religious
involvement, parent-teacher organizations, and mrassociations. Most models of
sustainable community development stress the irapoet of widespread participation in
the decision-making process. Unfortunately, comityustudies document numerous
barriers to broad involvement and the high leveadiveness envisioned by proponents
of sustainable community development. In searcfongvays to overcome these batrriers,
scholars and policymakers have embraced the idgam can enhance efforts to create
more sustainable communities by increasing thel Istcck of social capital. With the
emergence of sustainability as the central fordargemany new efforts in community
development, attention has focused on building ltteal capacity to create more
environmentally friendly and socially equitablegda to live. In the course of this search,
scholars and policymakers have increasingly embdr#tee idea that this process depends
on increasing a community’s available stock of abcapital (Coleman 1988, 1990;

Putnam 1993; Flora 1998).Unfortunately, the crititmkage between sustainable
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community development and social capital remaimgelg unexamined; it is simply
assumed that building social capital will enhancéores to create sustainable
communities. The study examines this line of reaspm light of what | view as the
most important conceptual issues surrounding tlaioaship between social capital and
sustainable community developmeAithough the concept of social capital has been
around since at least the early 1960s, when Jamdbdaised the term in her classic work,
The Death and Life of Great American Citigsdid not gain widespread
currency until recently, with the publication ofdawnfluential books: Making Democracy
Work by Robert Putnam and Trusy Francis Fukuyama. What struck reviewers of these
books was that although they were written from eléght ends of the ideological
spectrum (Putnam being more liberal and Fukuyam menservative) they reached the
same basic conclusion: successful cooperationofog-term mutual benefit depends on
the cultivation of social capital. The line of reasng behind this argument is probably
most clearly articulated by Putnam, who draws Hgavn James Coleman’s (1 988;
1990) writings on social capital. Putham conducestudy of twenty regional Italian
governments that were created in 1970. The questadrmotivated his research was why
is it that in some of these regions people weréebeible to cooperate for the common
good? Or, to put things in more specific terms: Wfectors are associated with
successful collective action in cases where thet4bonm individual benefits are not clear
to all participants? In most such instances, efrall parties are predisposed to cooperate,
cooperation is nevertheless problematic in theradesef enforceable commitments. This

problem is exacerbated by the fact that all partiase the same fundamental
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predicament. That is, before you are willing totjggvate in a collective action, you must
trust the other participants (Putnam, 1993).

This theory is related to sustainability of Villagavings associations because
according to VSL model, sustainability issues stiamin individual self screening (ISS).
ISS ensures that members who trust one another togather and form groups for
mutual benefit (as seen during share out where gatip member receives profit on pro
rata basis). Any form of distrust may result in@a®n, compromising the quality of the
group which eventually leads to collapse of VSLAs.

Problems emerge from Putnam’s interpretation ofat@apital. Siisiainen 2000,
for example, points to an inadequate coverageettmcept of ‘distrust’ and its singular
association with pathological forms of collectivetian. In addition, Putnam’s emphasis
on voluntary associations (which are usually opac#ic type) precludes consideration
of individuals who have conflicting interests oe aimply disinterested in engaging with
networks. In group savings and loans associatimssies of trust, different goals and
objectives are some of the factors that may hirad®lity of individuals to derive a
relationship with each other.VSLAs members who dbtrust one another may opt out
of the scheme to pursue their own interest. Graop duts may significantly impact on
sustainability of these associations some of thenbegs may leave behind a huge debt
burden .Finally, it should be noted that what depsland hold networks are trust, shared

interest and joint work.
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2 .8 Perceived Conceptual framework

This study was guided by the following conceptuaihfework

Independent variables

Financial literacy
» Effective control
e Accountability
procedure
* Awareness creation

skills
* Record keepir

« Business managemen

Selection, planning and
management
» Select suitable IGA
* Plan for successful
launch
* Manage financial
resources

Dependent variable

Quality of TOT
e Portfolio at risk
e Return on savings
e Return on assets
e Loan fund
utilization rate

Group quality

e Annualized return
on assets

e Return on savings

*  Membership
retention
rates/survival rates

e Loan fund
utilization rate

Conceptual framework
Key;

— Direct relationship

A 4

VSLAs
methodology

* Individual self
screening
 Group
formation and
leadership P
e Group fund
development
* Constitution
* Record
keeping

Intervening variabl

Sustainability of
village savings and
loans associations

* Financial
independence

e Timely loan
repayment

* Low loan loss
* Low default

rates

* Increased loan
access

* No conflict of
interes
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In the Conceptual framework above it was perceitad Sustainability of village
savings and loans associations is achieved thraaghing trainer of trainers on VSLA
methodology, financial literacy and record keepimgs also perceived that there is exists
a relationship between financial literacy and sustality of village savings and loans
associations through increased loan access, tilnatyrepayment, low loan losses, low
default rates, shared information and lack of gondf interest.

There also exists relationship between selecptanning and management and
and access to group loan fund. High quality ofneaiof trainers contributes to low
portfolio at risk, high returns on savings, higlarofund utilization rate and high returns
on assets. At the same time, quality of group douties to high member retention rate.
Under the VSL methodology groups are trained onugréund development which
includes the setting of interest rate charged ombegs’ loans. In addition to training
VSLA members, who form associations after undergoindividual self screening,
trainer of trainers participate in community madaliion which results in formation
VSLAs, mentor groups to ensure quality for sustailitsg. This is characterized high
returns on savings and assets, high meeting atteadates, high loan repayment and
utilization rates, low dropout rates or high menshgv retention rates and low portfolio
at risk.

Whenever quality training is offered to both trainef trainers and VSLAS,
sustainability is achieved. However poor qualitgirimg results in breakup of VSLAs
due to high PAR, low ROS, ROA and loan fund utiiaa rates. Groups with low loan
fund utilization rate always have extra money lefthe group’s safe or box. No interest

is earned on this idle money in the box resultmtpw growth in loan fund.
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After groups have been trained on VSL methodoldgancial literacy and
record keeping, group members receive training eleciion, planning and manage to
enable them select appropriate IGA, plan executibthe IGA and manage financial
resources in order to repay loans advanced. Ldautle lead to low portfolio at risk
which enhances the sustainability of Village sasiagd loans associations.

Capacity building of groups on financial literacgsults in more awareness
creation on use of loan fund and how to managesdedave, effective control and
accountability procedures. Business managemers $idlp members of VSLAs manage
and run profitable business for their sustainagbilit
2.9 Knowledge gap

Capacity building of VSLAs focuses on VSLA methaalypy}, financial literacy,
Income Generating Activities (IGAs) Selection Plemgh and Management (SPM),
quality of trainer of trainers and group qualityt is undertaken by CARE and other
International Non-governmental organizations likefan America, Catholic Relief
Services, PACT, Plan International, and numerousliam Non-Governmental
Organizations (NGOs) to enable VSLAs to remain rimally sustainable in order to
uplift the living conditions of the poor. Howevenost studies have concentrated on the
impact of village savings and loans methodologguastainability and livelihood.

Studies on sustainability have dwelt on the abitifygroups to exist after the
trainer has left ignoring the aspect of financiatainability, which is the ability of group
to rely only on funds generated through memberngmviinterest and fines in order to

meet their loan demands. The study looked at hgaaty building on financial literacy
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and Selection, planning and management contributinancial sustainability through
access of group loan fund (credit).

The VSLA methodology proposes that once matgreyups can function with
no external support. Its proponents suggest thahenbest programmes, 95% of the
groups continue to function after two years and tha model reaches deeper into rural
areas and serves poorer people than other micnananodels (Anyango, Esipisu,
Opoku, Johnson, Malkamaki and Musoke, 2006).

A study conducted in Uganda in 2006 on the imp&cs®PM and SLAs on the
empowerment of women revealed that that almost etwés many SPM trained
respondents in West Nile, had invested their loanshared out funds in business as
compared to those respondents that only had begamged in the SLA program (71%
SPM vs. 34% Non-SPM). Non- SPM trained individugisded to invest their funds in
non-productive ventures such as paying off scheekfand scholastic materials (63%
SPM vs. 22% Non SPM), purchasing household iter68(5PM vs. 17% Non-SPM)
and incurring other household expenses like bugely sugar, and soap (45% SPM vs.
33% Non- SPM) ( Beyene , 2006)

In Kenya, a study conducted by Odell and Rippey2010 for Rachuonyo
COSAMO groups in Nyanza province, Kenya, found thatt 43 of 44 groups formed
during the COSAMO period and sampled by their stwgdye still operating, and many
new ones had since been formed.

2.10 Summary of literature reviewed
Capacity building of village savings and loans aggmn members has been

ongoing since 1991 when CARE introduced VSLA methogy in Niger. In addition to
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training the methodology, some of the group members the oldest groups have also
received training on financial literacy and Selectiplanning and management.

Financial literacy literacy plays a critical role influencing the savings behavior
and member participation in savings and loans seseémaddition to reducing debt loads
and accumulating wealth and managing it effectively

Selection, planning and management training ondtmer hand is offered to
VSLAs members for them to select suitable incomeegating activities, manage the
IGAs in order to engage in profitable activitiesato repay the loans owed to group in
time.

Trainer of trainers also undergoes training on XShethodology in addition to
financial literacy and selection, planning and ngemaent before they conduct training to
group members. The quality of trainer is measungdhle percentage of members who
understand the methodology, financial literacy aaléction, planning and management.
Indicators such as portfolio at risk, return oneés®nd return on savings are also used to
gauge quality of trainers.

Group quality is the product of effective trainiagd its indicators include return
on savings, loan fund utilization rates, membershtpntion rates and annualized return
on assets. From the above variables it is possibkessess if they have any impact on

sustainability, a key concern in many VSLAs.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction

In this chapter, a detailed description of how datkh be sourced, processed,
analyzed and interpreted to fulfill the researcheotives is outlined. The methodology
elements considered in this chapter included theéystlesign that was applied, the actual
area of study, target population, the sample sizé¢ sampling procedure that was
employed, data collection instruments, validity aedability of the instruments, data
collection methods, data processing and analysimtgues and ethical considerations.
3.2 Research Design

This study was both qualitative and quantitativegiglescriptive survey design.
Cross sectional as a form of descriptive studygiesias applied for this study. This type
of study design is suitable for this work giventthanvolves gathering data in order to
answer questions based on the current status afubjects of study. Longitudinal was
not used for this study given that it is a tiresgnecess that would requires a lot of time
and money, a resource which might not be avail&nehe researcher as it involves
collecting data at different points in time mayleemlevery three months. Moreover,
according to Babbie (1973) cross sectional deseemtudy design are best suitable for
collecting information on a population at a singleint in time. In accordance to this
study, the effort was to assess the impact of ¢gplgilding on sustainability of village
savings and loans associations’ .The study adopteduestionnaire-based survey
approach besides using the key informant guide.eftsnassociated with the survey
design include ease of establishing correlationwéen variables and comparison,

possibility of administration to many people andomymous completion of
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guestionnaires. On the other hand, disadvantagdswére associated with it include
possibility of response biases.

3.3 Target Population

The study targeted a population of 133 individudlsis comprises 130 Village savings
and loans association members who are also grdigoatsf from 26 groups, one Project
manager, one project officer and one field officEne 26 groups were trained by five
community based trainers in four locations. Eaabugrhas five officials; chairperson,
secretary, treasurer and two money counters. TwésGBined groups in one location.
This is the population from which the sample waawdr (CARE WED MIS, DEC.
2011).

Table 3.1

Data on Target Population for the study

Study Population Total population
VSL members 130

Project manager 1

Project officer 1

Field officer 1

Total 133

From table 3.1, target population was 133 whichs@giad of 130 VSL members,

1 project manager, 1 project officer and 1 fieltiosfr.
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3.4 Sampling Procedure and Sample size

This section discusses how the sample size wagedrat and sampling procedure
that was employed in the study.
Yamane (1967:886) provides a simplified formulactdculate sample sizes based on
Cochran’s formula for determining sample sizes.sTbrmula was used to calculate the
sample sizes. The calculations were done at 95%idemte level and maximum

variability of P = 0.5.

n= No
1+(no—1)

N

Wheren was the sample sizey was the target population of a particular grougldn
was the total target population
3.4.1 Sample size

The study used 113 members as sample size dravwntfre target population.
Mugenda and Mugenda (1999) points out that a sasipé&eof more than 30 is usually
recommended for social research. This sample saewithin the acceptable limit. The
study first stratified the population into homogasosubgroups . A simple random
sample was undertaken among the VSL groups to agima representative sample of
VSL members for study. Non- probability samplingswesed to get samples of project
manager, project officer and field officer. 130 V&tembers used in the study were

contacted through snow ball method. Table 3.2 sitbesample size.
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Table 3.2

Sample size of the population of study

Study sample Total population Sample size
VSL members 130 110
Project manager 1 1

Project officer 1 1

Field officer 1 1

Total 133 113

3.4.2 Sampling technique
The sampling technique is summarized using taldas8 follows:
Using
n= No
1+(no— 1)
N

Stratified random sampling, a probability procedwas applied to arrive at
sample size for the quantitative aspect of theystidce the respondents in the target
population were in different proportions in diffatelocations. The procedure ensured
that elements whose number in the sampling frame wmall weregiven a fair
representation in the ultimate sample and alsorma&d the effect of sampling error. A
simple random sample was undertaken among the VR&lupg to come up a
representative sample of VSL members for studgpdihition, purposive sampling, a non-
probability procedure, was used to arrive at theaBiples also indicated in the same
table. The cases had the information required key study. Such cases are often

handpicked because they are informative or poseesgquired characteristics. Since the
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target population was 3, under this category, & Wogical to include all the 3 elements in

the sample. Using the formula above, 110 VSL membem 26 groups were randomly

sampled from a target population of 130 membemn ffour locations in Suba district.

Additional 3 members were purposively sampled arutuded in the above sample size

to give total sample size of 113 individuals.

Table 3.3

Sampling technique

Location No.of Respondents Sampling Target Sample
groups procedure population size

Central 8 Group Simple 40 31
members/officials random

Rusinga 4 Group Simple 20 18
members/officials random

Rurieast 5 Group Simple 25 22
members/officials random

Kasingiri 9 Group Simple 45 39

west members/officials random
Project manager purposivel 1
Project officer purposive 1 1
Field officer Purposive 1 1

TOTAL 26 133 113
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3.5 Research instruments
The study utilized two sets of research instrumémtsbtain the required

information. These included an administered questire which was used to source
guantitative data from Village savings and loanoaggion members and an in-depth
interview guide which was used to source qualieatiata from project manager, project
officer and field officer .Both instruments wereadsn order to achieve the six objectives
of the study. The instruments targeted informatioer the following thematic areas;
financial literacy as a component of capacity bodgdof village savings and loan
associations and sustainability, selection, plagr@and management as a component of
capacity building of village savings and loan asstans and sustainability, Quality of
trainer of trainers and sustainability of villagavegs and loan associations and finally
group quality as a component of village savings laath associations and sustainability
of village savings and loan associations , vievgsnions, feelings, attitudes, impressions
and perceptions on the impact of capacity buildngsustainability of Village Savings
and loans associations and suggestions on aréapafivement. Such information is best
collected using a questionnaire and an interviewdey{Touliatos and Compton, 1998;
Bell, 1998).The questionnaire was orally adminesterafter seeking the consent of
respondents. In this case, the researcher askedfianseeand at the same time filled in
answers from the respondents. Where questions m@&revell understood, reframing
followed to ensure that the right answers weremgive

The selection of these instruments was guided éyh#ture and objectives of the

study and the time available.
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3.5.1 Pilot testing
Pilot testing of the research instruments was dwih selected members

participating in VS&L associations in East semeatan of Kisumu west district. The
pilot test targeted Nyi Asembo women group with enmbership of 30. This group was
ideal because it is made up of members doing bssialeng the lake just like majority of
groups in Suba district which also shared someacharistics. In addition, it was one of
the oldest groups which CARE trained in that regdmen the methodology was first
introduced in Nyanza province. Systematic randompéag was used to generate a
sample size of 6. This was repeated until all byt members were captured in the pilot
test. Respondents’ choices were checked for apptepess. The researcher also verified
if the questions were comprehended the same wathéyrespondents. In addition,
average time taken to complete the questionnai@s noted. Findings indicated that
respondents were taking too long to answer thetgussthough their interpretation
guestions were the same. The researcher had tinenrents appraised and amended by
the supervisors. A number of questions not addrgsisie objectives of the study were
deleted before final instruments were reproduced.

3.5.2 Validity of Instruments
According to Dooley (1996), validity is the exta@ntwhich the study instruments

captured what they purport to measure. Validitynstruments is critical in all forms of

researches and the acceptable level is dependeltgmal reasoning, experience and
professionalism of the researchBUNESCO, 2004).The researcher discussed the
contents of qualitative data with the supervisagfote conclusions and generalizations
were made in order to uphold content validity. Thesearcher also noted down and

interpreted the circumstances upon which argumemet® made. This ensured that all
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responses and sentiments were scrutinized befang becepted as valid findings of the
study questions in the instruments versus the bobgsc or research questions of
instruments.

3.5.3 Reliability of instruments

Reliability refers to how consistent a researchcedure or instrument is
(Kasomo, 2006). It therefore means the degree n$istency demonstrated in a study.
The researcher strived to maintain a high levekbébility by ensuring that questions in
the questionnaire were designed using simple laggulaat was easy to understand by
the respondents. This was accompanied by side notesnable the respondents
understand the requirements and provide relialdparses. The interactive approach to
information collection allowed the researcher tabekate and clarify questions in order
to elicit reliable responses. A group of items thatre thought to measure different
aspects of the same concept were combined to fasingée scale (4 items on training).
Cronbach’s coefficient alpha was used to analyzermal consistency reliability. A
correlation coefficient equal to 0.719 was obtained

3.6 Data Collection Procedures

The study utilized both quantitative and qualitatidata from primary and
secondary sources. Permission to proceed to tledied collect data was sought from
the national council of science and technologyrafi@sentation and approval of the
study proposal. Primary data was sourced by theareker and his research assistants
through administration of questionnaires to grofirials who doubles up as members
of village savings and loan associations while eptt interviews were used by the
researcher himself to source data from project §habject manager, project officer and

field officer). Research Assistants directly adistered questionnaires to and conducted
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interviews with respondents. Primary data was geedr from scrutiny of group
attributes related to Village savings and loan vétats, group management and
administration and records. Secondary data wasceduthrough review of essential
documents including number of VS&L groups estal@dshtype of capacity building
offered, type of IGAs established, type of recok#pt, who trained the groups and
financial literacy offered.
3.7 Data Analysis Techniques

For the purposes of this study, data was analymeadg both qualitative and
guantitative analysis. Statistical procedure emgdbglescriptive statistics which included
computing standard deviation, frequencies, mears arcentages to investigate the
individual set of observed variables. Bivariateretation was also determined and the
null hypothesis was rejected for Significance (Bt values greater than 0.05 and
accepted for Significance values less or equal.®5.0Eventually, qualitative data was
organized in tables sorted by respondents and ignestAnalysis was carried out for
common themes based on patterns, relationshipdidiedences. Study findings were
then presented using descriptive statistics, daisglation and figures. Both quantitative
and qualitative data were incorporated into onenmstidy report.
3.8 Ethical Considerations

The research team observed three universal ethiceiples, including respect
for participants, beneficence and justice. We racogl that participants have the right
for self-determination; hence, all participants &eonsented by fully explaining purpose
of the study, potential risks and benefits; as \aelthe fact that participation was totally

voluntary. Participants were also informed abouwirthight to withdraw consent at any
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time without a penalty. The research team alsothadesponsibility to uphold the social
well-being of all participants. In this regard, kel information sourced in this exercise
confidential and away from the reach of unautharipersons; personal interviews will
also be confidential, at least audibly. Finally, gesve all participants equal opportunity

to take part in the study.
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CHAPTER FOUR

DATA ANALYSIS, PRESENTATION, INTERPRETATION AND DIS CUSSIONS
4.1 Introduction

This chapter presents the research findings whaste bbeen discussed under the
thematic sub-sections in line with study objectiveBhe sub-themes include:
Questionnaire return rate, social demographic lerdinancial literacy and sustainability
of village savings and loans associations, selecptanning and management and
sustainability of village savings and loans asdama, quality of trainer of trainers and
sustainability of village savings and loans asdama and finally, group quality and
sustainability of village savings and loans assomia.
4.2 Questionnaire Return Rate
This section presents questionnaire return rateiftarent categories of respondents that
were targeted during the study period. Quantitagivienary data was sourced through
administration of questionnaires to both male asmdle subjects who are members of
village savings and loans associations. It was ssztg to establish questionnaire return
rate in order to highlight challenges faced byititerviewer and interviewee in different
locations where the study was undertaken. Theneaie is illustrated using table 4.1
Table 4.1

Questionnaire Return Rate

Target Returned Percentage
Number
Questionnaires 110 109 96
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Of 110 interviewees targeted in this category, 198%) responses were
obtained. This means that all except one VSL dfcitargeted in this category
participated and responded to the study questiomn&his was achieved because the
study made callbacks to respondents targeted torenthat each and every one
participated in the study as was envisaged. Onky imterviewee could not answer
guestions because he was feeling unwell. NachnmdsNachmias (2005) argued that a
response rate of 75% is acceptable for academwieguwstudies Poor Questionnaire
Return Rate leave both the validity and reliabibfythe survey open to many questions.
Questionnaire Return Rate of above 80% affirmstldibility, validity and reliability of
of research instruments (Taylor, 2008)

4.3 Socio- Demographic Profile

Since, age, gender, marital status and educatenrgrortant mediating variables
that might impact sustainability of Village savingad loans associations as well as
determine the extent to which VSLA users contriltot@ards accumulation of funds for
savings and credit advancement in the programmegstnecessary to establish if there is
any link between these variables and amount ohgavinade, loans advanced, fines and
unpaid balance of late loans. These are discusstx ifollowing subsequent sub-themes
as follows:

4.3.1 Distribution of Respondents by Age

In order to identify the dominant age bracket inDAS in Suba district that
accesses loan fund, respondents were categorizedliifierent age bracket and their
mean age determined. The study asked respondeptaedessed loan fund to indicate

the age bracket they belonged.
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Table 4.2

Age distribution of VS members

Ages (years) Frequency Percent
(f) (%)
20-30 Years 27 24.8
31-40 Years 51 46.7
41-50 Years 21 19.3
Above 51 Years 10 9.2
Total 109 100

Out of 109 respondents who participated in theyst@d (24.8%) were between 20 —
30 years of age, 51 (46.7%) were between the aig8% e 40 years, 21 (19.3%) were
between the ages of 41 — 50 years and 10 (9.2%edibyears of age. This implied that
majority of VSL members who accessed loan fund ftheir associations fell between
31- 40 years age bracket and are more likely tadteely involved in VSL activities
for sustainability of their associations. TherefM8L associations in Suba district with
members in 31- 40 years age bracket are more ltketgmain sustainable than those of
other age brackets.
4.3.2 Distribution of Respondents by Gender

Gender stratification is key in any economic atyias it gives relative contribution
to economy by sex. From the perspective of thislystihe idea was to look at the

composition of members of VSLAs and link it witretproportion that are able to access
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credit within the group and from group loans futie study asked respondents to state
their gender. The responses were representedlen4db
Table 4.3

Gender Satus of VL Members

Responses Frequency Percent
(f) (%)
Male 36 33
Female 73 67
Total 109 100

Out of 109 who were interviewed in the study, 3633were males, the
remaining 73(67%) were females. This data indictihes there are more females than
males VSL members in suba district. Data colledtedh the field showed that more
female than male access credit within the groupeshin productive IGAs and, repay
loans in time. Therefore VSLAs dominated by fenalke likely to remain sustainable.
4.3.3 Distribution of Respondents by Marital statusf Respondents

It was fundamental to establish the compositionV&L member interms of their
marital status in relation to loan access withiougs. Loan access within VSLAs is an
indicator of sustainability of VSLAs. To achievaghrespondents who participated in the

study were asked to state their marital statuss Wais illustrated using table 4.4
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Table 4.4

Marital status of Respondents

Responses Frequency Percent
(f) (%)
Single 5 4.6
Married 86 78.9
Separated 2 1.8
Divorced 1 0.9
Widowed 15 13.8
Total 109 100

Of the 109 respondents who participated in theyst88 (78.9%) were married,
2(1.8%) separated, 1(0.9%) divorced, 15(13.8%) wedewed and 5(4.6%) were single.
From table 4.4 it could be implied that majority miembers of VSLAs are married
couples. Data collected from the field showed thajority of those who access loans
within the group are married couples. This suggiest VSLAs with married members
are more likely to remain sustainable than thosepmsed of single members.

4.3.4 Distribution of Respondents by Highest levelf education

llliteracy is a key challenge in many VSLAs. It tHars the ability to maintain
records such as membership/ registration, attemdaawing, loan, fine and write offs. It
also creates luck of trust, effective control andaauntability procedures which may lead
to loss of funds in VSLAs consequently hinderingitltontinued independency. In order

to determine the level of education of the VS&LArtmapants, the respondents who
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participated in the study were asked to state thkeist level of education that they had
attained .This was illustrated using table 4.5ade\Ws:
Table 4.5

Respondents Highest level of education

Educational level Frequency Percent
(f) (%)
None 7 6.4
Primary 74 67.9
Secondary 24 22
College 4 3.7
Total 109 100

Out of 109 respondents who took part in the stud{6.4%) indicated that they
had not had any form of education, 74 (67.9%) hadary education as the highest level
attained, 24 (22%) indicated that they had attasmzbndary level, the rest 4(3.7%) had
attained college level of education. This datadatis that majority of VSLAs are made
up of members whose level of education is primBata collected from the field showed
that majority of VSL members in suba district whiz@ss loan within their groups had
attained primary level of education. It could beddeed that level of education is not
likely to hinder the sustainability of VSLAs.

4.3.5 Distribution of Respondents by Investment Ara
VSLAs members acquire loan in order to engagevastments that are profitable

and also in other productive activities that coalthble them repay loans in time for

58



financial sustainability The study sought to establish the types of investsnwhere
VSL members commit their funds obtained within grotlihe table 4.6 shows responses.
Table 4.6

Types of Investment

Responses Yes Percent No Percent  Total
(f) (%) () (%) ()

Crop Farming 67 61.5 42 38.5 109
Business 70 64.2 39 35.8 109
Livestock Farming 38 34.9 71 65.1 109
Casual Labour 14 12.8 95 87.2 109
Other 13 11.9 96 88.9 109
Formal 8 7.3 101 92.7 109
employment

From the table 4.6, 67(61.5%) engage in crop fagmih2(38.5%) do not.
Majority of members do engage in business 70(64)288«compared to 39(35.8%) who
do not. 38(34.9%) and 71 (65.1%) engage and doengage in livestock forming
respectively. A mere 14(12.8%) and 13(11.9%) arsuah labourers and others
respectively. 8(7.3%) engage in formal employmehilevthe remaining 101(92.7%) do
not. The findings revealed that respondents indesteproductive activities that are
likely to make VSLAs sustainable. A study condudbgdBrannen in Unguja in 2010 on

the impact of village savings and loans also reage#hat a greater proportion of members
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(54%) invested in productive activities which emathlem to make timely loan repayment
for sustainability of Village savings and loansasations.
4.4 Financial Literacy and Sustainability of Village Savings and Loans Associations

Financial literacy in the context of this studyemwf to knowledge on money
matters including record keeping. The objectivetlus study was to establish how
financial literacy as a component of capacity hotddof village savings and loans
associations impact on sustainability of villagevisgs and loans associations. This
section presents the findings under the followinlg-ghematic areas: awareness creation
on savings and debt management, effective contretgolures and sustainability of
VSLAs, accountability procedures and sustainabiliof VSLAs, training on
accountability procedures, training on effectiventcol procedures, record keeping
method adopted , record keeping method preferyedroups and loss of funds. This
information is important because if VSLAs members @ained on the areas pointed
above, their associations are likely to experieficancial independence, timely loan
repayment, low default rates, increased loan act@ssloan losses and lack of conflict
of interest which are the key variables of sustailrtg of VSLAS.
4.4.1 Awareness Creation on Savings and Debt Managent

The study sought to elicit response on Awarenesation on savings and debt
management. This was to establish whether befdrealasavings and loaning groups
were taken through the modules and sensitized ®@méled to understand those modules.
In VSLASs, during awareness creation, members gentahrough the importance of
savings and advantages of acquiring credit. Thigshen making proper judgement

before one decide to join any VSLA. Respondentevesked to state whether they have
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received awareness creation on savings and delagearent. The findings are shown in
table 4.7
Table 4.7

Awar eness Creation on Savings and Debt Management

Responses Frequency Percent
(f) (%)
Yes 105 96.3
No 4 3.7
Total 109 100

Out of 109 respondents who participated in theystd@5(96.3%) indicated that
they have received awareness creation on savingsdabt management. A paltry
4(3.7%) out of 109(100%) indicated otherwise. Migyoof respondents agreed that they
have received awareness creation on Savings aridvdetagement before trainings on
the same. Awareness creation on savings and demgement ensured that there was
self screening and that members who formed assmtsatlso screened themselves in
order to weed out individuals whose previous bedragnd records in their villages or
area of residence indicated they could not bedustith credit. This self selection of
individuals who knew one another well lowered likebd of default and enhances loan
access in those VSLAs for their sustainability. Dedllected from the field indicated that
majority of groups had not witnessed any loss olgrfunds as a result of bad debts or
write offs. The findings showed that capacity bimgdwas high in VSLAs and that the

associations are likely to remain sustainable. Wlgtconducted by Mnjama in (2007)
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on the viability of village saving and lending asistions microfinance model had
established that in suba district, it was a streggl develop a culture of savings and
mobilize local resources because of over-dependenaonors and that the community
had become accustomed to externally funded progesmfhhis therefore called for
awareness creation on savings and debt manageonemrnge the attitude of community
members.
4.4.2 Effective Control Procedures and sustainabtly of VSLAs

The study sought to establish if indeed there exictive Control Procedures.
This was to test whether before actual savingsi@aing groups were taken through the
modules and sensitized on the need to understaowk throcedures .Effective control
procedures ensures that there are checks and ealand that the methodology is fully
followed. These include meeting procedures andovollg the laid association
constitution during transactions in order to ensilva a group completes its savings
cycle. Respondents were asked to state whether éxest effective control procedures.
The findings are show in table 4.8;
Table 4.8

Effective Control Procedures

Responses Frequency Percent
(f) (%)
Yes 103 94.5
No 6 5.5
Total 109 100
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Of the 109 interviewees who responded, majorityd (@4.5%) replied that there
are effective control procedures, a mere 6 (5.58 that there aren’t. For example,
there was minimal loses in group fund validating tesponses. This was an indication
that the methodology was fully followed becauseangj of members were repaying
loans within 3 months as indicated in the groupstitution and accessing loans from
group fund enhancing sustainability of VSLAs. Thisidy supports the village savings
and loans methodology that in good quality groupene the methodology is strictly
followed, loan should be repaid within a periodtloee months. This finding showed that
awareness on effective control procedures impagtesitively on sustainability of
VSLAs in suba district as there were minimal lossiegroup fund.

Mnjama (2007) in his findings on the viability ofllage saving and lending
associations microfinance model in COSAMO projemtducted in nyanza province in
(2006), in which suba district was included in suevey, had established that 80% of the
groups that were on their third savings cycle wsti# in need of CARE Kenya's,
training support years after the trainers have(Mftjama, 2007)

4.4.3 Accountability Procedures and Sustainabilityf VSLAS

The study sought to find out from respondents #réhexist accountability
procedures in their VSLAs. Accountability here medhat association members must
account for all they have received interms of loghisy loss of association fund is an
indication of lack of accountability and may resultcollapse of VSLAs and inability to
remain financially independent for sustainabilifRespondents were asked to state
whether they have received training on accountgbjirocedures. Responses were as

indicated in table 4.9;
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Table 4.9

Accountability Procedures

Responses Frequency Percent
(f) (%)
Yes 101 92.6
No 8 7.4
Total 109 100

On accountability procedures, a majority 101 (92.48dicated that there existed
accountability procedures in their associationsmare 8(7.4%) said there were no
accountability procedures. Correlational analyssMeen accountability procedures and
loss of group funds yielded a negative correlattoefficient of 0.131 indicating that
accountability procedures is likely to reduce ladsfunds from the group thereby
enhancing sustainability of VSLASs.

4.4.4 Training on Sustainability of VSLAs

It was necessary to establish the percentage sgonglents who underwent
training after awareness creation in order to wtded if they were actually in need of
this training area. Respondents were asked to #takey have received training on

financial literacy services. The study findings presented in table 4.10;
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Table 4.10

Training on Sustainability of VSLAs

Responses Frequency Percent
(f) (%)
Yes 96 88.1
No 13 11.9
Total 109 100

Out of 109 of respondents, 96(88.1%) indicated thay have received training
on Financial literacy, the remaining 13(11.9%) Imad. Response to training was about
90% indicating the interest in financial literacgrgces. Data collected from the field
indicated that majority repaid their loans withimé and also received loans within the
group, an indicator that training in financial ey assisted in sustainability of VSLAs.
Lursadi and Tufano (2009) revealed on their studypension schemes that lack of
financial literacy may result in costly borrowingdahigh debt load. Mnjama(2007), in
his study on the viability of VS&L microfinance melgd a case of COSAMO project in
Nyanza province, recommended that regardless afrganization capacity to monitor
individuals IGAs, it is important to reinforce gq@members on financial education with
basic business orientation. According to a studydoated by Conroy and Panetta (2011)
for Aga Khan foundation on Beyond Financial sersit¢ORTH Nepal, two thirds of the
groups survived the Maoist insurgency and civil w#er their members were trained on
VSLA methodology in addition to literacy and busiaaelevelopment skills and were still

functioning six years after the programme had er{d&d, 2011)
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4.4.5 Training on Accountability procedures

Accountability procedures ensures that member¥®fAs account for their
loans; pay interest on their loans, repay priecigithin agreed period, pay fines and
save for growth of group fund for sustainability\éGLAs. All these were also present in
their constitution which they developed by themeslvRespondents were asked to
indicate if they have received training on accobitityg procedures. The percentage of
those who remember receiving training on Accoutitgbprocedures are indicated in
table 4.11,
Table 4.11

Training on Accountability procedures

Responses Frequency Percent
(f) (%)
Yes 99 90.8
No 10 9.2
Total 109 100

Out of 109 respondents, 99(90.8%) indicated theyewrined on Accountability
procedures. The rest, 10(9.2%) received no traiingthe same. This means that
majority of respondents received training on actalifity procedures .Data collected
from the field indicated that of majority membeepay their loans within a period of
three months and that the losses are minimal. ilipsed that training on accountability
procedures impacted positively on loan repaymemnt @@uuced loan losses enabling

group members to access enough credit within tbepgfund hence the associations are
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likely to remain sustainable. Correlational anaybetween accountability procedures
and loss of group funds yielded a negative colimlatoefficient of 0.131 indicating that
accountability procedures is likely to reduce ladsfunds from the group thereby
enhancing sustainability of VSLASs.
4.4.6 Training on Effective control procedure

The study also sought to find out if training orfdetive control procedures was
actually conducted to group members. This trainivags key in ensuring that group
members solve their issues with reference to t@mstitution. The percentage of those
who remember receiving training on Effective cohpioocedures are indicated in table
4.12;
Table 4.12

Training on Effective control procedures

Responses Frequency Percent
(f) (%)
Yes 97 88.9
No 12 11.1
Total 109 100

Out of 109 respondents, 97(88.9%) indicated theyewteained on Effective
control procedures. The remaining, 12(11.1%) rexgkino training on the same. The
percentage of those who received training was loveenpared to those who received
awareness creation on Effective control procedud&s9% versus 96.3%. From key

informant, the Field officer confirmed that theytwally trained group members on how
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to develop group constitution, how constitutioms®d during loan disbursement, levying
of fines and election of group officialsinjama (2007) in his findings on the viability of
village saving and lending associations microfirammodel in COSAMO project
conducted in nyanza province in (2006), in whiclbasuistrict was included in the
survey, had established that 80% of the groupsakeg on their third savings cycle were
still in need of CARE Kenya'’s, training support yeafter the trainers have left.
4.4.7 Record keeping adopted by groups

The study also sought to identify record keepinghme adopted by groups. This
was critical in establishing the link between thetinods used and losses of funds by
groups which are likely to impact sustainabilitMofiage savings and loans associations.
Majority of Village savings and loans associatidaiget the illiterates in rural and peri
urban areas, and it has been recommended thatd®asstly, a memory based system is
ideal for members to keep their savings and loanerds. The study asked respondents
to indicate the records adopted by their group$lelf4.13 shows how the responses
were;
Table 4.13

Record Keeping Method Adopted by Groups

Responses Frequency Percent
(f) (%)
Ledger 9 8.3
Passbook 5 4.6
Both 95 87.2
Total 109 100
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The number of respondents who indicated that thesd uboth Passbook and
ledger were 95 (87.5%) compared to 9(8.3%) and%} for ledger only and Passbook
only respectively. This finding showed that majprif VSLAs has adopted the use of
both ledger and passbook in recording their traima A study conducted by FSD in
2010 on the impact of group savings and loan aaBons on their users’ livelihoods
revealed that many groups use both system of rekeeping in parallel resulting in
greater confusion and complexity. This is likelyrasult in loss of funds which render
associations unsustainable but contrary to thes|dbses were minimal in suba in groups.
The correlation between loss of funds and recoepkey method adopted by the group
was 23.9% and two tailed significance was .013catiing that loss of funds was not by
chance and it was likely as a result of record keppnethod adopted by the group.
However there was a weak correlation between reo@ttiod used and loss of funds.
4.4.8 Record keeping method preferred by groups

The study sought to identify record keeping metphoeferred by groups .This is
critical in informing the type of record keeping tined that should be recommended for
use in Village savings and loans associations. &tefgnts were asked to state record

keeping method they would prefer. Table 4.14 shioovg the responses were;
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Table 4.14

Record Keeping Method Preferred

Responses Frequency Percent
(f) (%)
Ledger 1 0.9
Passbook 48 44
Both 59 54.1
Total 109 100

Out of 109 respondents who indicated their prefegdor record keeping method
mentioned above, 59 (54.6%) were for both, 48 @4.%r passbook only and only 1
(0.9%) was for ledger. A study conducted by FSR0a0 on the impact of group savings
and loan associations on their users’ livelihodds gevealed that many groups use both
system of record keeping in parallel. Key informéintings showed that respondents
recommend use of passbooks only for use by memifewsllage savings and loans
associations where the numbers of people who kierate in a group are higher than
those who are literate. In any case, if one or tm@mbers can fill passbooks, then the
kind of record keeping method used does not matteause the same member can fill
summary in ledger and at the same time fill pask®.00
4.4.9 Loss of group funds

Loss of groups fund impact negatively on finanaiatl institutional sustainability
as many VSLAs may not be able to transact theinlegses. The study sought to find out

if the groups witnessed any loss of funds as altresubad debts and/or write offs.
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Respondents were asked to state if their groups hawessed loss of funds .The table

4.15 shows how the respondents reacted;

Table 4.15

Loss of Funds

Responses Frequency Percent
(f) (%)

Yes 45 41.3

No 61 56.0

Don’t Know 2 1.8

Blank 1 0.9

Total 109 100

According to table 4.15, 45(41.3%) respondentscieid that their groups have
witnessed loss of funds, another 61(56.0%) repontedoss at all, 1(0.9%) did not
answer the question, while the remaining 2(1.8%jewsot aware of any any loss of
funds in their respective groups. The finding shdweat majority of associations had not
witnessed any loss of funds therefore are likelgetoain sustainable. The study revealed
that, approximately 41% of groups witnessed losassbciation’s funds. Although this is
the case, data from the field indicated that mjasf groups are sustaining themselves.
It was most likely that the losses were minimalcéwing to a study conducted by FSD
in (2010) in Nyanza and Western on the impact bdge savings and loans associations
17% of members knew someone who had lost money @8h. This is considerably
lower than those of other ASCA and ROSCA segmeritsrev 56% of members have

experienced personal losses of savings.
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4.5 Selection, Planning and Management and Sustaipisity of Village Savings and
Loans Associations

The study sought to assess the extent to whichct8®ie planning and
management impacts on the sustainability of Villageings and loans associations in
Suba district. Members of VSLAs undergo training ®AM in order to select suitable
Income generating activities, execute and managgethGAs in order to repay loans on
time. This ensures financial independence and isiadtility of VSLAsS. This section
presents the kind of Income generating activitissugs engage in, reasons for VSLA
break ups and impact of selection, planning andagament on loan repayment duration
under the following sub-themes:
4.5.1 Types of Income Generating Activities

It was imperative to identify the kind of IGAs g engage in because the
purpose of training Selection, planning and managegnwas to enable group members
select suitable IGA, plan for execution of the IG&®d manage it in order to repay the
loan on time. Respondents were asked to name titedfilncome generating activities

they engage in. Table 4.16
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Table 4.16

Types of Income Generating Activities

Responses Frequency Percent
() (%)
None 2 1.8
Fish monger 29 26.5
Sukumawiki 13 11.8
Farming 60 55.0
Vegetables 20 18.3
Others 4 3.6
Total 109 100

From table 4.16, 2(1.8%) of respondents indicabey tlon’'t engage in any IGA,
29(26.5%) were fishmongers, 60(55.0%) engage mifeg as a business, 13(11.8%) sell
Sukumawiki, 20(18.3%) trade on vegetables and 23.6thers. This finding showed
that majority of group members select suitable @ndductive IGAs necessary for
sustainability of VSLAs after receiving training selection, planning and management.
A study conducted by Brannen in Unguja in 2010 o impact of village savings and
loans also revealed that a greater proportion ahbses (54%) invested in productive
activities which enable them to make timely loapayment for sustainability of Village
savings and loans associations. Mnjama (2007) snstudy on the viability of village
saving and lending associations microfinance mad€&OSAMO project conducted in

nyanza province in (2006), pointed that at CARE @®I® project inception, 80% of
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the target group did not have IGAs. CARE by thed hat trained any group on SPM.
He concluded that incorporating SPM as a major gfavtS&L operations was crucial for
increasing the economic status of group members.

4.5.2 Reasons for Village Savings and Loans Assdaas Break up.

The study sought the views of respondents on reasdy Village Savings and
Loans Associations break up. It also tested thesrstanding of respondents on whether
they are aware of reasons that has led to collapassociations. This could give insight
on some of the reasons that hinder sustainability31 As .Respondents were asked to
state reasons that has led to break up of villagangs and loans associations
Table 4.17

Reasons for Village Savings and Loans Associations break up

Responses Frequency Percent
(f) (%)
Lack of Trust 7 6.4
Member Default 67 61.5
Conflicting Interest 17 15.6
Misinformation 11 10.1
No Information Sharing 7 6.4
Total 109 100

Out of 109 respondents who gave their views og WBLAS break up, 7 (6.4%)
indicated lack of trust, 67(61.5%), member defadl?(15.6%) conflicting interest,

11(10.1%) and 7(6.4%) said it is because of mismédion and no information sharing
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respectively. The study found out that majority \@BLAs breaks up as a result of
member default. When there is default, loan fundkedy to remain inadequate hindering
members from engaging in IGAs. This therefore me¢hasthe associations are likely to
remain financially unsustainable.
4.5.3 Impact of Selection, Planning and managemeaoh Loan Repayment Duration
This section sought to determine whetheradrtraining on SPM had any impact on
loan repayment duration. VSLAs members are traore®&PM in order to select suitable
,productive and profitable IGAs that enable themaseloans on time. It is most likely
that when loans are repaid in time, association begsare able to access loan fund
whenever they want it without any delay. It is alsecause they are likely to receive
enough loans. Loans paid after 3 months are treadeldte loans which are useful in
calculating Portfolio at risk. When there is politicat risk, there is likelihood of loss of
funds as a result of bad debts. This means assorist not going to be financially
sustainable. Respondents were asked to stateyiintlagle their loan repayment on time.
Table 4.18 shows the responses;
Table 4.18

Were Loans Paid On Time?

Responses Frequency Percent
(f) (%)
Yes 91 83.5
No 18 16.5
Total 109 100
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Out of 109 of respondents, 91(83.5%) inéidghat borrowers made loan repayment
on time and only 18(16.5%) owned loans three moattes disbursement. Data collected
from the field showed that majority repaid loanghivi a period of 3 months. The
implication of this is that training on SPM wasdii to have contributed to more
members engaging in productive and profitable IGA& enable them repay loans in
time with minimal roll over. A study conducted bynBna in (2006) for EDA on Self
help groups, transacting savings and lending, stawat 24% of borrowers were more
than 3 months behind on repayment, 5 % of were @@ 12 months behind. However,
these groups had not received training on SPM.

4.5.4 Relationship between Selection, Planning arddanagement and Sustainability
of Village Savings and Loans Associations

The study sought to establish how Seectplanning and management as a
component of capacity building impacts on sustalitalof Village savings and loans
associations in Suba district. It looked at thatiehship between training on Selection,
planning and management and sustainability throagtess to group loan fundh
Selection, Planning and Management training, growgnbers are trained on how to
select suitable IGA, plan for execution of IGA amdnage the IGA in order to repay the
loan on time for continuous access of loan fundegated from member savings, interest
and fines. The null hypothesis was stated thaetieeno significant relationship between
Selection, planning and management and sustaityabili Village Savings and Loans
Associations. Table 4.19 shows the relationshipiwéeh Selection, planning and

management and access of group loan fund.
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Table 4.19
Correlation between training on Selection, Planning and Management and Access of

Group Loan Fund

Do all group members receive their loans from grou

fund?
Have you been trainedPearson correlation -0.019
on Selection, planningSig(2-tailed) .846
and management? n 109

In table 4.19, correlation is -0.019, nl@9 and two tailed significance is
0.846.This negative correlation coefficient medret is one variable increases the other
decreases. Since the two tailed significance valuB.846 is greater than 0.05, there
exists no significant relationship between the weoiables. Therefore we fail to reject
the null hypothesis.

4.6 Quality of Trainer of Trainers and Sustainability of Village Savings and Loans
Associations

Quality of trainer of trainers was gauged by tragieperception on trainers and
module coverage, number of members leaving or dngpput of their associations
before 18 months, achievement of financial sushalityathrough decreased portfolio at
risk, increased return on savings, return on assetdoan fund utilization rate. The study
sought to examine how Quality of Trainer of Trasm@mpacted on Sustainability of

Village Savings and Loans Associations under thieviang sub- themes:
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4.6.1 Understanding all Modules Trained in VillageSavings and Loans Associations
Understanding the modules trained in \g#lé&Savings and Loans Associations was

key in gauging the Quality of Trainer of trainerdhis is likely to impact on group

guality and therefore enhance sustainability of XSLRespondents were asked if they

understood all the modules trained in their villageings and loans associations. The

following table presents the findings of this sewti

Table 4.20

Understanding All Modules Trained

Responses Frequency Percent
(f) (%)
Yes 69 63.3
No 40 36.7
Total 109 100

Out of 109 respondents, 69(63.3%) undedstall the modules trained in
Village Savings and Loans Associations, the remgi0(36.7%) did not. Majority of
respondents indicated that they understood alhtbdules trained .Data collected from
the field also showed that majority of members dat leave before 18 months and
indicator that quality was good and therefore assons were likely to sustain
themselvesMnjama (2007) in his study on the viability of @fie saving and lending
associations microfinance model in COSAMO projemtducted in nyanza province in

(2006), found out that there was inadequate quafityaining and supervision of groups
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by trainers and recommended that there was needuality training for success of
VS&L model.
4.6.2 Trainer Leaving before Completion of Course @ckage and Group Quality

It was imperative to find out if there werainers who left before completion of
course package so as to establish whether or rohéd any impact on group quality
which is likely to impact sustainability of VSLA® iSuba district. Community based
trainers are recruited by CARE on a temporary basgtrained to be trainer of trainers
for VSLAs. They earn stipend depending on the nundfeclients trained. Premature
departure of trainer of trainers’ is likely to coromise group quality through inadequate
training and therefore impact on sustainabilitf//&LAs. Respondents were asked if they
knew any trainer who left before the course packege completed. The table 4.21 gives
a summary of findings;
Table 4.21

Trainer of Trainer Leaving before Course Package was Compl eted

Responses Frequency Percent
(f) (%)
Yes 45 41.3
No 64 58.7
Total 109 100

Out of 109 of those who responded to thusstion, 45(41.3%) indicated
they knew a trainer who had left before course pgekwas completed, the remaining

64(58.7%) didn’'t know any trainer who left beforentpleting his/her course package.
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When trainers complete their training package, ng@s’ understanding of the
methodology is likely to be enhanced. Majority @spondents indicated that their
trainers completed course package. This implied ttaning was of high quality in
majority of groups. Data collected from the fieldosved that loan was adequate and
majority accessed it within group fund, loan repaypmwithin time and loan fund
utilization rate was high. Majority of groups aketefore likely to remain sustainable.
Helmore( 2009), on a study conducted for AccessicAfron Self replication and
sustainability of CARE’s Village savings and Loaassociations found out that in
Tanzania, 19 percent of total village agents( &aiof trainers) were replaced because
they were not performing or had moved awdjnjama (2007) in his study on the
viability of village saving and lending associasomicrofinance model in COSAMO
project conducted in nyanza province in (2006) paohted at inadequate training as a
challenge for viability of VS&L model.
4.6.3 Reasons as to W Trainer of Trainers Leave before Course packages
completed

It was important to establish reasons why Trairi¢rasners ends their contract
with groups and CARE before course package is ceteg Respondents were asked to
state reasons why trainer of trainers leave bdfareing is completed. The table 4.22

presents some of the reasons;
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Table 4.22

Reasons for Early Departure of Trainer of Trainers

Responses Frequency Percent
(f) (%)
Left for college 3 2.8
Found Another 22 20.2
Job
Stipend not 16 14.7
Adequate
Other 1 0.9
Total 42 38.5
Missing 67 61.5
Total 109 100

Out of 109 respondents, 67(61.5%) did notvanghe question on why trainers leave,
3(7.1%) indicated that trainers left before complgtcourse package to attend college,
22(52.4%) marked that they found another Job, 1&f88 said the stipend paid to them
was not adequate while the remaining 1(2.4%) indctaother reasons. A midterm
evaluation report for women empowerment project Tanzania prepared by
Hoogerbrugge in 2010 revealed that 19% of villagenss who were trainer of trainers
were replaced because they were not performingefir decause of other reasons

(Hoogerbrugge, 2010).
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4.6.4 Indicators of Performance for Trainer of Trainers

Portfolio at Risk, Return on Savings, Return onedssnd Loan fund utilization
rate were some of the indicators that were usede@asure Quality of Trainer of Trainers.
Proponents of VSL methodology argue that whengquatity training is offered to
groups, Portfolio at Risk(PAR) should not exceed 2¥%nualized Return on Assets and
Saving should be around 40% and above and Loanutilichtion rate should be 60%
and above. In fact, in GSL management informatistesn, a PAR of over 2% is treated
as an error and is a quality issue. Group finardash was collected and analyzed using
software developed by the Village savings and l@as®ciates with variables picked
mainly from Small Enterprise Education and Promo(8EEP) ratios which provided
standard comparison of groups performance ratiaslel4.23 shows the result of
Analysis for data collected in the study area.
Table 4.23

Indicators of Quality of Trainer of Trainers

Indicator Variable Percent
(%)
Annualized Return on Savings 54.9
Portfolio at Risk 4.7
Loan Fund Utilization Rate 64.2
Return on Assets 39.7
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From Table 4.23, Annualized return on Sasimgs 54.9%. This was way above the
40% threshold, Portfolio at risk was 4.7%, aboweribrmal 2% indicating that if the
trend continued in subsequent transactions, thempgrwere likely to lose funds and
subsequently break up. Loan fund utilization rages wvithin the acceptable limits and
Return on Assets was 39.7% (approximately 40%indication that majority of groups
performed better and were likely to remain sustameOut of the four indicators tracked,
only Portfolio at Risk gave below average indicgtihat the quality of majority of
Trainer of Trainers were generally good but the f&w trained poor quality groups had
realized high unpaid balance of late loans. ABetember 2011 , before groups received
training on all course packages, the results wsr®llows; Portfolio at risk was 16.1 %,
Return on assets was 33.7%, Annualized return egt®88% , Return on savings was
48.4% and percentage of members with outstandengslavas 47.3%.( WED GSL MIS
DEC 2012).This is an indication that there has eemprovement on group quality
and that quality of trainer of trainers is liketyhave impacted on sustainability of village
savings and loans associations in Suba district.
4.7 Group Quality and Sustainability of Village Saings and Loans Associations

The study sought to establish how Group qualityaoted on sustainability of

Village savings and loans associations. Group Quakias assessed by respondent’s
opinion on the number of members who accessed floam the group; members who
have left the group in the last two years, owedigroans and the time have taken before
they repaid their loans. Data on variables thatsmeagroup quality such as Portfolio at
Risk, Return on Savings, and Annualized Return ssefs, Loan fund utilization rate,

which were already captured on the previous sectod Membership Retention rate
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calculated using registered members and numberopf auts were analyzed using GSL
MIS version 4.03 because it was the only softwhet tould automatically analyze such
data with precision.
4.7.1 Number of group members accessing loan fund

The study sought to determine the numben@hbers who access loans from group.
The figures generated were then used to back tfrose Management Information
System. The percentage of members that acces$uodrirom the group is an indication
of financial sustainability of the association. P@sdents were asked to state the number
of members who access loan from the group. Thenfysdwere then presented in table
4.24,
Table 4.24

Number Accessing Loan from the Group

Responses Frequency Percent
(f) (%)
>1/2 83 76.1
<1/2 5 4.6
ALL 20 18.3
Blank 1 0.9
Total 109 100

Out of 109 respondents, 1(0.9%) did not amsthe question posed., 83(76.9%)
indicated > %2, only 5(4.6%) indicated <% whie remaining 20(18.5%) indicated all

The higher percentage of 95% for those who saicertitan half and all access loan from
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the group is an indicator that group quality wasegaelly good and therefore the
associations are likely to remain financially sustale.
4.7.2 Members who dropped out of their groups

It was important to determine the number ofbers dropping out of their respective
groups in order to work out membership retentiote ravhich is important for
sustainability. The lower the dropout rate, thehleigthe retention rate and vice versa.
According to proponents of the VSLAs methodologyetention rate of 80% is desirable
in VSLAs. Respondents were asked to state if tmykany member has left their group
in the last two years. The table 4.25 presentéiidéngs of this section;
Table 4.25

Number of Members that have Left Group in the Last Two Years

Responses Frequency Percent
(f) (%)
>1/2 45 41
<1/2 50 45.9
All 2 1.8
Blank 12 11
Total 109 100

Out of 109 respondents, 12(11.0%) did nspoad to the question asked, 45(46.4%)
indicated that > %2, 50(51.5%) indicated < % while temaining 2(2.1%) indicated all.
Maximum acceptable dropout rate for VSLAs is 20%ajddity of VSLAs do replicate

after the first share out especially after thet firtgelve months and as members leave,
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new ones also join. However the study did not &spondents to indicate if those who
left were replaced but analysis of data from th&Midicated that membership retention
rate was 98.1% and indication that they were indepthced and therefore they were
likely to remain sustainable.
4.7.3 Members who owe group loans

The study also sought to establish the péagenof members who owed group loans.
This was useful in estimating percentage of memiis loans outstanding and hence
loan fund utilization rate which is key for sustaiity of VSLAs. Respondents were

asked to confirm if they owe group any loan Thddats results was presented as shown

in table 4.26;

Table 4.26

Any Loans owed to Group

Responses Frequency Percent
(f) (%)

Yes 101 92.7

No 7 6.4

Blank 1 0.9

Total 109 100

Out of 109 respondents, 1(0.9%) did nowenghe question, 101(92.7%) indicated
that they owed group loan, the remaining 7(6.4%l) mbt owe any loan therefore the

number of members with loans outstanding was apmately 93% an indication that
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majority of group members take loans that earnréstefor continuous growth of group
fund which is likely to make their associations eamfinancially sustainable.
4.7.4 Loan Repayment period

Respondents were asked to provide the nuwoiberonths they have failed to repay
their loans. This was used to gauge if at all tveeee loans past three months. Existence
of loans which are more than three months old mdéaaisthere is likelihood that the
associations are likely to remain financially urtausable due to loses and write offs
.Respondents were asked to state the number othstimty have been unable to repay
their loans .The findings were presented in tali?& 4
Table 4.27

Loan Repayment Period

Responses Frequency Percent
(f) (%)

0 45 41.3

1 25 22.9

2 24 22.0

3 9 8.3

Blank 6 5.5

Total 109 100

The study found that out 109 respondeti§41.3%) owed loan for less than one
month, 25(22.9) owed loan for a period of one mpA#(22%) for two months, 9(8.3%)

for three months and a mere (6) 5.5 % of the retsthondents targeted did not respond to
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the question on loan repayment. Excluding the mgssalues, all respondents stated that
they owed loans which were less or equal to threaths old. This is an indication that
loses and write off are likely to be minimal ane@réfore the associations are likely to
remain financially sustainable.
4.7.5 Indicators of Group Quality

Portfolio at Risk, Return on Savings, Annpadl Return on Assets and Loan fund
utilization rate and membership retention ratesewtye indicators that were used to
measure Group Quality. These indicators were derix@am Small Enterprise Education
and Promotion (SEEP) ratios. Whenever quality ingins offered to groups, Portfolio at
Risk should not exceed 2%, Annualized Return oretssand Saving should be around
40% and above but not exceeding 150% and Loan duifidation rate should be 60%
and above and a membership retention rate of 988éssable. The table below shows
the result of Analysis for data collected in thedst area;
Table 4.28

Indicators of Group Quality

Indicator variable Percent
(%)
Return on Savings 54.9
Portfolio at Risk 4.7
Loan Fund Utilization Rate 64.2
Annualized Return on Assets 39.4
Membership Retention Rate 98.1
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From table 4.28, Annualized return3avings was 54.9%. This was way above
the 40% threshold, Portfolio at risk was 4.7%, abthe normal 2% indicating that if the
trend continued in subsequent transactions, theopgr were likely to lose funds and
subsequently break up. Loan fund utilization rates wvithin the acceptable limits and
Return on Assets was 39.4% (approximately 39%). @uhe four indicators tracked,
PAR and ROA gave below average indicating that thality of Group was
compromised. This result meant that the groupdeselikely to sustain themselves. As
at December 2011, the results were as follows;fétartat risk (PAR) was 16.1 %,
Return on assets was 33.7%, Annualized return set@88% , Return on savings was
48.4% and Membership retention rate was 98.1% ( WERL MIS DEC 2012). In
Bangladesh, an independent survey of 280 VSLA @pénts in February 2009 estimated
86 percent survival rate of VSLAs promoted in 208ifjilar to the actual survival rate
after three years of 84 percent measured in the pBE groups (started in 2006) (AKF
2011).The result of the survey indicated that thmugs trained on VSLA methodology
remained sustainabléccording to Saving group information exchange(VB4) five
year panel study of 332 groups initiated in 2009rarthan 90% of groups survive more
than five years with a return on assets (ROA) &63®he findings of this survey support

the SAVIX finding of a retention rate of more thad%.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATION S
5.1 Introduction
This chapter presents a summary diirfigs, conclusions, recommendations and
contributions to the body of knowledge.
5.2 Summary of findings

The main objective of this study wasssess the impact of Capacity building on
Sustainability of Village Savings and Loans Assticizgs in Suba district, Kenya.
Establishing the relationship between financialerity, selection, planning and
management and sustainability of village savingd Eans association was the main
focus of the study. In order to establish the retethips above, data related to training on
financial literacy, SPM, loan access and repaynpemiod was sourced. This data was
subjected to preliminary analysis and summarizedomrm of frequency tables. The
summaries were subjected to further analysis ta tekationship between paired
variables, to compute correlation coefficient amst if null hypotheses were true.

The first objective of the study sougbtestablish how financial literacy as a
component of capacity building of village savingsdadoans associations impact on
sustainability of village savings and loans asdama in Suba district. Results obtained
indicate that out of 109 of respondents, 91(83.4%%djcated that borrowers made loan
repayment on time and only 18(16.5%) owned loamsethmonths after disbursement
after receiving awareness creation on effectivarobprocedures. As awareness creation
on effective control procedures increases, loamayeent period reduces. This is

supported by the negative correlation of 0.052 betwawareness creation on effective
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control and loan repayment period. It is there®rilent that groups that have undergone
awareness creation on effective control are likelyealize timely loan repayment hence
enhancing quality. In addition, the negative catieh of 0.036 between financial
literacy and access of group loan fund is an indrcghat that as financial literacy
increases, access to group loan fund may be lirbiyesther factors.

The study also assessed the extent tohvdalection, planning and management as
a component of capacity building impacts on sustality of village savings and loans
associations in Suba district. Results obtainedeakvhat SPM is likely to have
contributed to higher number of people accessing@toan with101(92.7%) indicating
that they owed group loan, the remaining 7(6.4%l) mbt owe any loan therefore the
number of members with loans outstanding was apmately 93% an indication of a
quality groups which are likely to sustain themassl Furthermore, out of 109 of
respondents, 101(94.5%) indicated that borrowerslemban repayment on time.
Correlation between SPM and access to group loannggative 0.019 indicating that
there exists a relationship between Selection, ngn and management and
sustainability of village savings and loans assoma

The study also examined how quality ofinga of trainers impacted on
sustainability of village savings and loans asdamia. This was assessed by whether
trainees understood all modules trained. Out of d&$ondents, 69(63.3%) indicated
they understood all modules that were trained, 83F@) said they did not. This was
reflected on group performance where Annualizedrrebn Savings was 54.9%. This
was way above the 40% threshold; Portfolio at wsls 4.7%, above 2% recommended

by some projects for savings groups but better thanember 2011 figure of 16.1%.
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Loan fund utilization rate was within the acceptgabiits and Return on Assets was
39.7% (approximately 40%). As at December 2011 y¢isalts were as follows; Portfolio
at risk (PAR) was 16.1 %, Return on assets was¥@3Ahnualized return on assets 38%
, Return on savings was 48.4% and percentage ofbemnwith outstanding loans was
47.3%.( WED GSL MIS DEC 2011). There was a gregtroement in performance
after trainer of trainers underwent training omafgial literacy and Selection, planning
and management.

On group quality, the findings shows thaforty (95%), of members receive loan
from group fund indicating that access of loan fumdhigh in VSLAS in Suba district.
Loan repayment period is within three months thopgktfolio at risk is above 2% a
concern in quality of trainer of trainers and grayymlity. More than half of members
also owe group loan increasing the number of l@martistanding and loan fund utilization
rate.

5.3 Conclusions

Financial literacy training on effective controtopedures, savings and debt
management and accountability procedures contritavt@rds financial dependence of
VSLAs, timely loan repayment, increased loan aceess low default rates by loanees
thereby enhancing sustainability of VSLAs. Use ofhbledger and passbook in record
keeping is common in most VSLAs (88% of VSLAS).Rassk only is common in
groups with illiterate members. In addition, fin&lditeracy also minimizes loan losses

and conflict of interest in VSLAS.
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Selection, planning and managenraintings has encouraged most members of
savings and lending schemes to engage in produattreties like farming which has
enabled them repay their loans in time and access lbans from the group fund.

Quiality of trainer of trainers (TOT)nseasured by the percentage of trainees who
understand all the modules trained. Quality wasvaleverage. Trainers of trainers do
not receive adequate stipend and therefore preaiptabandon their duties due to low
morale. Quality of TOT impacts on sustainability M@ LAs through reduced portfolio at
risk increased annualized return on assets anchretusavings.

Group quality was good because of high mesityerretention rates (low dropout
rates), increased access of loan and timely lgaayraent.

The study findings demonstrated that thereo significant relationship between
financial literacy and sustainability of villageveags and loans schemes in Suba district.
The findings also demonstrated that there is noifsggnt relationship between selection,
planning and management and sustainability of ggvend loan associations in Suba
district.

5.4 Recommendations
Having looked at the main components of this stuldg, following recommendations
are arrived at;

1. Capacity building on financial literacy shoul@ lundertaken in order to

promote financial dependence of groups. This esstitat members adequate

loans from their savings and loans schemes. ltaisore timely loan repayment,

low loan losses, low default rates and minimiza¥flogi of interest.
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2. Selection, planning and management should biguied in away that it takes
into consideration various economic activities. Fetample, if majority of
residents of a particular region engage in farmasga business, then modules
should be tailor made for this category.
3. Quality of trainer of trainers impact on grouprfprmance by reducing
portfolio at risk, increases returns on savinganléund utilization rate and return
on assets. A concern in VSLAs is retention of &aiof trainers before their
contract expiry date; therefore they should be watéid through mentoring and
improved remuneration.
4. Group quality is largely dependent on qualifytrainer of trainers. About a
third of trainers do not understand all modulesne&d; therefore the trainings
should be simplified through the use of caricatuaeesl it should be more
practical. The practical aspect of the trainingsusth be enhanced in order to
achieve high returns on savings, low loan losseg) loan fund utilization and
member retention rates.

5.4.1 Recommendation for policy issues
1. It evident that financial literacy servicesitimags offered especially to
members of village savings and loans schemes dbawa standardized training
modules that takes into consideration the needth@fpoor. The government
should therefore come up with an efficient curnicalto be used by the informal
financial sector. The curriculum should be desigmeguch a way that it takes

into consideration the semi-literates in the sgciet
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2. Trainer of trainers leave before their contiaabver because their stipend are
not adequate, therefore the government should sele afunds to support
nongovernmental organizations in remunerationahar of trainers.

5.4.2 Suggestions for Further Research
1. This study did not examine how loan fund utilizatiate influences the choice
of IGA due to inadequacy of resources. In view bist a study should be
conducted to determine the influence of loan futitization rate on choice of
Income generating activities in order to inform tha&ture of businesses to be
undertaken by borrowers.
2. A study should also be conducted to determieartfiuence of record keeping
method on loan loss among village savings and laassciations

5.5 Contribution to the Body of Knowledge

Objective Contribution to the body of knowledge

1.To establish how financial literacy as a Financial literacy enhances loan access and
component of capacity building Impact onloan fund utilization rates

Sustainability of village savings and loans

associations in Suba district

2. To assess the extent to which SelectionSelection, planning and management
planning and management as a componeehhances loan access and ensures timely
of Capacity building impacts on loan repayment

sustainability of village savings and loans

associations in suba district.

3.To examine how quality of Trainer of  Group quality impacts on returns, portfolio
trainers impacts on sustainability of villageat risk, loan fund utilization rate and
savings and loans association in Suba  membership retention rates

district

4.To determine how group quality asa  Group quality impacts on returns, portfolio
component of Capacity building impact onat risk, loan fund utilization rate and
sustainability of village savings and loans membership retention rates

associations in suba district

95



REFERENCES

Allen, H. (2002). Care International’s VSL programAfrica.Microfinance for the rural
poor that work.

Allen, H. (2002).End of Term Evaluation of Kupfumshungu Rural Microfinance
Project (RMFP), Zimbabwe

Allen, H. and Staehle, M (2009). VSLAs Field offiqguide

Allen, H.C & Grant, W.J. (2002): CARE’S Mata Masuwipara (Women on the move)
program in Niger .Successful Financial Intermediatn the Rural Sahel. Journal
of Microfinance 4(2), 188-216.

ASAP (2006), Internal Savings and Lending Sustalityalbbeport.

Athmer, G. (2002).Finance for Poverty reduction: gdternative Institutional approach in
Rural Africa.

Anyango, E., Esipisu, E., Opoku, L. Johnson, S.|kiataaki, M, and Musoke (2006).
Village Savings and Loans associations: Experiémee Zanzibar.

Beyene, B (2006).Impact of savings and loans aag8ons (SLAS) on the empowerment
of women in Uganda and value addition of SelectRlanning and Management
(SPM) Training.

Babbie, E. (1973).Survey research methods

Bryman A. & Cramer D.(2008). Quantitative Data Argaé with SPSS 14, 15 & 16. A
Guide for Social Scientists. Routledgean Informa  Business

http://www.psypress.com/brymancramer/

CARE (2004). An initiative supporting the Basic dmse and Needs Of HIV/AIDS

Affected Households and Individuals

96



CARE (2004). CARE Training Course on IGA SelectiBranning and Management.

Care Kenya (2009).CKWASEH End term Evaluation Repor

CARE Kenya, (2009). Dak Achana End Term Evaluati®aport. CARE Kenya,
unpublished

Care International in Kenya (2010).Sustainableliim®d security for vulnerable

households in Nyanza province (Bakana) Programme report. .

Condace, N. & Wambugu, A. (2008).Financial Educatio Kenya scoping exercise
report.

Coleman, James S. 1993. “The Rational Reconstruofi®ociety.” American
Sociological Review 58(1): 1-15.

. 1990. Foundations of Social TheoGambridge, MA: The Belknap Press of Harvard
University Press.

Conroy, K. & Panetta, D. (AKF 2011).Beyond Finahsirvices Chars livelihood
Programme Bangladesh.

Conroy, K. & Panetta, D. (AKF 2011). Beyond Finahservices WORTH Nepal.

Dooley (1996). Social Research Methods. 3rd EdjtRrentice-Hall of India, New Delhi
Flora, Jan L. 1998. “Social Capital @ammunities of PlaceRural Sociofogy
63(4):481-506.

Fukuyama, Francis. 199%rust: The Social Virtues and the Creation of Prosperity. New
York. The Free Press.

FSD (2010). Group Savings and Loans Impact Study.

Gonzalez, A. & Rosenberg R. (2006). The State afrdinance — Outreach, Profitability

and Poverty. CGAP

97



Hoogerbrugge, J. (2010).Mid Term Evaluation Refmrivomen empowerment in
Tanzania (WEZA) project.

Jacobs, Jane. 196The Death and Life of Great American Cities. New York: Random
House.Katz, Peter. 1994. TNew Urbanism: Toward an Architecture of
Community. New York: McGraw-Hill.

Kasomo D.(2006). Research Methods in Humanitiestahatation.

Zapf Chancery Eldoret, Kenya

Kothari C.R. (2004).Research Methodology. Methauts ichniquedNew Age

International (P) Limited, India
Maes, J.(2007).Linkages between CARE’'S VSLAs wkmancial Institutions in
Rwanda

Malkamaki M.(2010).Groups savings and loans-ModeKenya: Savings for Change or
Failing to change?.Mimeo, June 2010.p.22.

Mugenda, A.G. & Mugenda,O.M. (1999). Research Md#Quantitative and
Qualitative Approaches. Acts Press, Nairobi

Mullinax, A.(2011).Village savings and loan Assdimas and food security:Exploring
linkages in Sierra Leone and Tanzania Project(RMEP)bambwe

Mathews, H. (2009). Microsave

Obado, J.( CARE,2006).Community Savings mobilizgf@OSAMO PLUS) project:
Kisumu west District Baseline survey Report

Odell, M.& Rippey, P.(2010).The permanence and evadi savings groups in Care
Kenya’'s COSAMO Programme: Aga Khan Foundation sa\gnoup Learning

Initiative.

98



Putnam, R.D. (1993) .Making Democracy Work: Civiaditions in Modern ltaly US:
Princeton University Press.

Putnam, R.D. (1995). Bowling Alone: America’s Dealig Social Capital Journal of
Democracy: Vol. 6, No. 1, pp. 65-78

Putnam, Robert (1993a): Making Democracy Work: €iVraditions in Modern Italy.
Princeton University Press.

----(1993b) “The prosperous community: social ca@p#and public life”, The American
Prospect 13.

----(1995): “Bowling alone: America’s declining datcapital’, Journal of Democracy 6,
65-78.

---(1996) “The strange disappearance of civic Aoa8, The American Prospect 24.

Siisiainen, M. (2000) Two Concepts of Social Cdgfaper presented at the ISTR Fourth
International Conference ‘The Third Sector: For Waad for Whom?’: Trinity
College Dublin, July 5-8 2000.

Sinhna, F. (EDA, 2006). Self Help Group in Indias#dy of lights and Shades

Touliatos, J. S. & Compton, N.H. (1998). Reseavidthods in Human Ecology/Home
Economics. lowa University Press/AMES

www.thesavix.org

www.microsave.org/dfs

www.worldbank.org/ieg/ipdet/modules/M_06-na.pdf

99



APPENDIX |

TRANSMITTAL LETTER

Tom Auma Achola &3uly, 2012
University of Nairobi,

Kisumu Campus,

P.O.Box 81-40100

KISUMU

Dear Respondent,

RE: SURVEY DATA COLLECTION

My name is Tom Achola. | am a student from Univgrsif Nairobi. We are

conducting a survey to assess the Impact of Capéeiiiding on Sustainability of
Village savings and Loans Associations in SubaridistThe information provided by
you will be treated as highly confidential and will no way be disclosed to any third
party. We therefore request you to feel free amdigde frank and honest answers without
fearing any exposure or disclosure.

Looking forward to your cooperation.

Kind Regards,

Tom Achola
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APPENDIX II

T 101: VSL MEMBERS QUESTIONNAIRE

SECTION |
QUESTIONS RESPONSES INSTRUCTIONS
1.0 INTRODUCTION
11 Date of interview | ------- f-=eee- /2012 DD/MM/YY
1.2 Interviewer ID | —memememememememee- INDICATE A TWO-
DIGIT CODE
1.3 Administrative location Central............1 CIRCLE THE MOST
Ruri East............ 2| APPROPRIATE
Rusinga West.....3
Kaksingiri
West................ 4
SECTION I
SOCIO DEMOGRAPHIC PROFILE
2.0 SOCIO- DEMOGRAPHIC PROFILE
2.1 How old are you? 20-30 Years INDICATE
31-40 Years AGE BRACKET
41-50 Years
Above 51 Years

10



2.2 Gender Male.................. 1 CIRCLE THE MOST
Female................2 APPROPRIATE
2.3 What is your marital Single..................... 1 CIRCLE THE MOST
status? Married...................2 APPROPRIATE
Separated..................
Divorced................. 4
Widowed................ 5
Cohabiting...............6
24 What is your highest None......................1 CIRCLE THE MOST
level of education? | Primary.................. 2 APPROPRIATE
Secondary............... 3
College..................4
University...............5
10



2.5 Where do you investNone.....................1 CIRCLE ALL THAT
your loan funds? Crop farming............ 2 APPLIES
Livestock
farming................... 3
Business.................. 4
Formal
employment.............. 5
Casual labour.............
Others............c.e. 7
2.6 How long have youl-2 Years............... 1 CIRCLE THE MOST
been a member 0f2-5 Years............... 2 APPROPRIATE
VSLA? Over 5 Years........... 3
10




SECTION IlI

3.0 | FINANCIAL LITERACY AS A COMPONENT OF CAPACITY B UILDING
AND SUSTAINABILTY OF VILLAGE SAVINGS AND LOANS
ASSOCIATIONS

3.1 | Have you received anyes........................1 CIRCLE THE
awareness  creation OMNO.....ceiieen2 MOST
Financial literacy services? | Don’t Know.............. 3 APPROPRIATE

ANSWER
3.2 | Have you been trained oives........................1 CIRCLE THE
Financial literacy? NO..oviiiiiiiie a2 MOST
Don’t Know.............. 3 APPROPRIATE
ANSWER
10




3.3

Did you receive any of the Awareness Y| No

following from your

Financial services provider?

creation/ e

Training S

Savings & Debt| 1| 2

Management

Effective 1|2
control

procedures

Accountability | 1| 2

procedures

Business 1|2
management

skills

CIRCLE ALL THE

STATED

ANSWERS

3.4

Which record keeping

Ledger..............ovennl 1

Method is being adopted hyPassbook.......................

your group?

CIRCLE THE

MOST

APPROPRIATE
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3.5

Which record

method do you prefer?

keepingLedger.............c..........1

Passbook...........cccoviien. 2

CIRCLE THE
MOST
APPROPRIATE

3.6 | What kind of records doessavings....................... 1 |TICK ALL THAT
your group keep? Loans..........coeevvviiininn, 2 | APPLIES
Membership.................. 3
Social fund....................4
Others(Specify)................
3.7 | Has your group witnessedes.............................1 | CIRCLE THE
any loss of funds? NO......evvviiiiieiie .2 | MOST
Don’t Know..................3 | APPROPRIATE

SECTION IV

4.0

AND LOANS ASSOCIAT

CAPACITY BUILDING AND SUSTAINABILTY OF VILLAGE SAVI

IONS

SELECTION, PLANNING AND MANAGEMENT AS A COMPONE NT OF

NGS
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4.1 Have you received trainingres........................1 | CIRCLE THE MOST
on Selection, planning and\o.........................2 | APPROPRIATE
management? ANSWER

4.2 If yes, when did vyou............. Years ago INDICATE NUMBER
receive the training? OF YEARS

4.3 How wuseful was SPMVeryuseful............1 | CIRCLE THE MOST
training to your group? Useful................... 2 | APPROPRIATE

Not Useful.............. 3 | ANSWER

4.4 The last time you received &sh------------------- INDICATE THE
loan from your group, how FIGURES
much was the funding

4.5 What kind of IncomeNone.......................1| CIRCLE THE MOST
generating activity do youFish monger.............. APPROPRIATE
engage in? Sukuma wiki............. 3| ANSWER

Vegetables............... 4
Others..........cocieni. 5
10



4.6 Do all group membersyes........................1 | CYCLE ONLY ONE
receive their loans fromNo..........................2 | OPTION
group?
4.7 To what extent was the loavery useful...............1| CIRCLE THE MOST
fund useful in addressingFairly useful.............. 2| APPROPRIATE
your needs? Not useful................3 | ANSWER
4.8 Do you know any memberyes........................1 | CYCLE ONLY ONE
who has left your VSL No..........................2 | OPTION
group?
4.9 If yes 4.8 above, why dd.ack of trust............1 | CYCLE ALL THAT
you think VSLA break up?| Member default......... 2| APPLIES
Conflicting interest...... 3
Misinformation........... 4
No information sharing.g
4.10 Have you been repayinges..............cce....nl 1
your loans on time? NO...ooviiiiii 2
SECTION V
10




5.0 QUALITY OF TRAINER OF TRAINERS AND SUSTAINABIL TY OF
VILLAGE SAVINGS AND LOANS ASSOCIATIONS
5.1 Did you understand allyes........................ 1 CIRCLE THE MOST
the modules trained? | NO.........................2 APPROPRIATE
ANSWER
5.2 Do you know anyYes...........ccocvevnnn.n. 1 CIRCLE THE MOST
trainer who left before No.........................2 APPROPRIATE
course package was ANSWER
completed?
5.3 If yes in 5.2 above,Left for college.......... 1 CIRCLE THE MOST
why did he/she leave? Found another job....... 2 | APPROPRIATE
Stipend not adequate...3 | ANSWER
Others(Specify).......... 4
5.4 State the value ofKshs--------------o-mn- INDICATE AMOUNT

loans unpaid after 3

months for your groug
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5.5

State your group

value of loans

outstanding

INDICATE AMOUNT

5.6

What profit did you

group made this cycle

INDICATE AMOUNT

5.7

State the total amou
paid into your group:s

potential fund

NKShs.......coooii

U7

INDICATE AMOUNT

5.8

Indicate total assets

your group this cycle

INDICATE AMOUNT

5.8

State the value ¢

fixed assets for you

group

KShS .o

r

INDICATE AMOUNT

5.9

State the total value

other funds

DKShS. ..o

INDICATE AMOUNT

5.10

State the age of yo

group
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SECTION VI

6.0 GROUP QUALITY AND SUSTAINABILTY OF VILLAGE SAV INGS
AND LOANS ASSOCIATIONS

6.1 How many access loans1/2 of members...... 1| CIRCLE THE MOST
from your group? < 1/2 of members...... APPROPRIATE

Al 3 | ANSWER

6.2 How many memberns>1/2 of members...... 1 | CIRCLE THE MOST
have left your group in< 1/2 of members...... APPROPRIATE
the last two years Al 3 | ANSWER

6.3 Do you owe your groupYesS......coeeveeeenennen. 1 | CIRCLE THE MOST
any loan No... 2 | APPROPRIATE

ANSWER

11




6.4

If yes in 6.3 above, ho
long have you bee
unable to repay you

loan

6.5

Indicate number d

registered members iIn

your group

INDICATE NUMBER

6.6

Indicate number Q@
people  who hav¢

dropped out of you

group

INDICATE NUMBER

APPENDIX IlI
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DATE OF INTERVIEW oo Jemmmmnmmmemneee e /2012
ADMINISTRATIVE DIVISION  wemmemmmem e
P VT NESY 137N 1 1775 Mo a7y 1 (o U ——————

NAME OF INTERVIEWEE =~ —rermoemommmoemmmmmoe oo

FINANCIAL LITERACY AND SUSTAINABILITY OF VILLAGE SA VINGS
AND LOAN ASSOCIATIONS

a)Explain how financial literacy impact sustaidigypiof village savings and loans
associations?

b) How would you ensure accountability in savingd &an group?

c) State some of the financial literacy servicest thre provided to savings and loan
groups.

d) List some of Effective control procedures thavén been applied by savings and loan
groups.

SELECTION, PLANNING AND MANAGEMENT AND SUSTAINABILI TY OF
VILLAGE SAVINGS AND LOAN ASSOCIATIONS

a)What did you know about Selection, planning amchagement?

b) How important is Selection, planning and manag@nm promoting choice of Income
generating activities for sustainability of villagavings and loans associations

c) To what extent does Selection, planning and g@ma&nt impact sustainability of
village savings and loan associations?

TRAINER OF TRAINERS AND SUSTAINABILITY OF VILLAGE S AVINGS

AND LOANS ASSOCIATIONS
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a) What are some of the reasons that have led emaiure departure of Trainer of
trainers?

b) How does quality of Trainer of trainers impaastainability of village savings and
loan associations?

c) According to your opinion, does trainer of texis play any key role in sustainability
of village savings and loans associations? Explain.

GROUP QUALITY AND SUSTAINABILTY OF VILLAGE SAVINGS AND
LOANS ASSOCIATIONS

a) Outline some of the quality issues impactintagé savings and loans associations

b) How would you judge a group that is correctldaing village savings and loan
methodology?

c) According to your opinion what are some of theldy issues that contribute to
sustainability of village savings and loans assama?

d) How would a group ensure maximum return on gs/n

e) Explain the relationship between retention rated sustainability of village savings

and loan associations, if any.
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