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ABSTRACT

The ever changing socio-economic landscape in the co-operatives and Sacco sector in the
country is bringing about the need for a total retink and overhaul about the role this sector is
supposed to play in socio-economic development of the country, poverty eradication with
economic empowerment topping the agenda. In Bomet County there are 18 active Saccos and
10 dormant ones registered for the purpose of uplifting the living standards of the residents
but little seemed to have been achieved. This study was guided by the following objectives:- to
determine the extend to which management competency influence performance of SACCOs in
Bomet County, to determine the extent to which personnel influence the performance of
SACCOs in Bomet County, to determine the extent to which computerization influence
performance of SACCOs in Bomet County, to determine the extent to which market
competition influence performance of SACCOs in Bomet County, to determine the extent to
which financial stability influence the performance of SACCOs in Bomet County and to come
up with recommendations on how to improve performance of SACCOs for a stable co-
operative movement in the country. The study was guided by modern “Portfolio Theory” or “
Portfolio Management Theory” developed by Professor Horry Markwitz of the University of
Chicago in 1952. The Theory guides institutions and savings investors on how to construct
their investment portfolios and how to mitigate risks through portfolio diversifications and
thus increase returns to investors. The study adopted a descriptive survey research design. By
use of questionnaires, 150 respondents who were management staff of the Saccos, who in this
case were the target population, were interviewed. Data was also collected using observation
and key informant interviews. Simple random sampling was the main method of sampling
techniques that was employed in this study. The findings will be significant to the researchers
and scholars in that it will form a basis for further research, management of the Saccos as it
will act as a guide to setting up strategies of improving their performance. In conclusions the
study recommends that the management of Saccos should improve their performance by
searching of the best ideas and taking advantage of the available opportunities, make proper
financial plans, proper selection of personnel, adapt technological change and improve on
competitiveness in order to win the markets and in overall have a financially stable and well
managed co-operative movement in Bomet County.
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CHAPTER ONE

INTRODUCTION
1.1 Background of the study
Savings and credit co-operative societies has abaumf principles one of which is the belief in co-
operative and mutual self-help for the upliftingtbé standards of living. (KUSCCO 2006). Members
with common bond join hands to form those quaskbanstitutions. With finances mobilized through
such joint efforts the savings and credit co-opeeasociety members build up the capital which they
can use through local arrangements to finance tweir social as well as economic development. The
primary purpose of savings and credit co-operaneety is to meet the common needs of members.
Co-operatives are perceived to be organization lwhi@ mobilized and controlled largely by small
producers, workers and other less economically wadanembers of the society who own and obtain
service and other benefits from them. The statero&rb-operative identify from ICA defines a co-
operative as “an autonomous association of persoited voluntarily to meet their common economic
social and cultural needs and aspirations througjoirstly owned and democratically controlled
enterprise.”
The traditional form of co-operative involved warli together on farms, hunting and gathering. All
people have basic needs of food, shelter, secanty belonging. People would invite neighbours to
come and give a hand. Also people did not have snamel resources, which enables individuals to
employ people or machinery to do the work for them.
In any community co-operative usually exists in thien of associations of people who come together
as a group driven by their social and economic s@edrder to cope with their problems and improve
their conditions of living MOCD (2006).
The impact of co-operative in the world economypath extensive and impressive. It is estimated that
there are 800 million people globally, who are mersbof the co-operatives and 100 million are

employed by co-operatives. In nearly all developedntries, they have been the main contributors to



economic growth and poverty alleviation. Europe B&$00 co-operatives, with a membership of 13.8
million. In the US, there are an estimated 72,0000pgeratives with over 140 million members,
including 90 million members of SACCOs. Study shthat co-operative are more sustainable than
other entities and boast impressive survival amdvgr rate. Silas Kobia (2011).

Recent studies show that co-operatives in manyldewve countries are experiencing renaissance. For
instance there were 554 registered co-operativéfganda in 1995 but recent estimates indicates more
than 7500. Savings and credit co-operatives, hgusimnsumer and cottage industries are fast grawing
There is potential for farmers producing co-op&esito meet demand from super markets, for fresh
fruits, vegetables and dairy products. Marketingoperatives are emerging in Ethiopia, Zambia and
Tanzania.

According to National Micro and Small Enterprisd4SE) baseline survey (1999/2000) Kenya had a
relatively well developed banking and formal finehcsector. This consist of the central Bank, 43
commercial banks, 16 non-bank financial institusior2 mortgage finance companies, 4 building
societies, 8 developed financial institutions, abdut 387 savings and credit co-operative sociedi@s
insurance companies, the National stock exchandevanture capital companies. The survey further
indicates that nearly 89.6% of micro and small gmises had never received credit and other firsnci
services.

SACCOs face numerous challenges that hinders tplitation of their full potential. Mudibo (2005)
raised concerns on the caliber of leaders who rA@@Ds noting that since these are voluntary
organization, members can elect anybody they & may not necessarily have the skills to run a
SACCO. He suggested that before a member is elbetethould have certain number of shares so that
he has something to loose if he mismanages the ®ACC

In Bomet County, there are 28 registered savings @edit co-operative societies and despite the
government efforts to register, promote and develmgse SACCOs for the purpose of uplifting the
standards of living of the residents little seen@dhave been achieved as the SACCOs have not fully

met the members needs to their satisfaction andatations. They have a long string of pending loan



applications, some SACCOs pay little or no dividetidterests on members savings. Some others have
low multiplying factor and a number of them have nomputerized their services for the purposes of
efficiency and accuracy in their delivery of seesdMwaura 2004).

According to Armstrong, performance is often defina out put terms- the achievement of quality
objectives. But performance is a matter not onlyvbht people achieve but how they achieve it. High
performance result from appropriate behaviour @affgaiscretionary behaviour and the effective use

of the required knowledge, skills and competencies.

1.2 Statement of the problem

Quite a number of SACCOs in Bomet County have g ktning of pending loan applications from the
members, some pay little or no dividends/interesinembers savings. Some others have low multiplier
factor or limited concurrent loans compared to sowsl performing counter parts like Kenya
Highlands SACCO Ltd, Baringo Teachers SACCO whiakeheven computerized all their services and
offers ATM services for FOSA clients and managesdoance more than three times the members
deposits without closing any application for thewyand gives loans almost immediately its applies.
compared to other financial institutions some & 8ACCOs in the County have their members and
FOSA clients queue for long hours to receive tenvices because of the services not computerized
leading to a number of complains from these cliemd some are rudely answered due to poor public
relations from staff.

According to Muchibo (2005) SACCOs face numerouallehges that hinder the exploitation of their
full potential. He raised concerns on the calibieleaders who run SACCOs noting that since these ar
voluntary organizations, members can elect anylibdy like, who may not necessarily have skills to
run a SACCO.

Judging from the above mentioned points it can drecluded that the main reason for this research
project report is to fill a gap left by other resgeers by way of critically analyzing the factors

influencing the performance of SACCOs. Based onetreduation there is a gap literature to warrant a



study to be conducted in this industry. This is tvpeompted the researcher to carry out a study to

investigate the factors influencing the performaot8ACCOs in Bomet County.

1.3 Purpose of the study
The purpose of this study was to investigate factofluencing the performance of savings and credit

co-operative societies in Bomet County.

1.4 Objectives of the Study
This study was guided by the following objectives:
i. To determine the extent to which management compgtanfluence performance of Saccos in

Bomet County.

ii. To determine the extent to which personnel inflggrecformance of Saccos in Bomet County.

iii. To determine the extent to which computerizatioAuenceperformance of Saccos in Bomet
County.

iv. To determine the extent to which market competitioituenceperformance of Saccos in Bomet
County.

v. To determine the extent to which financial stapilibfluence performance of Saccos in Bomet

County.

1.5. Research Questions
The study sought to answer the following questions:
i. To what extent does management competency influeeidermance of Saccos in Bomet County?
ii. To what extent do personnel influenceperformancgamicos in Bomet County?
iii. To what extent doescomputerizationinfluenceperforreaof Saccos in Bomet County?
iv. To what extent does market competitioninfluencegrarince of Saccos in Bomet County?

v. To what extent does financial stability influenaafprmance of Saccos in Bomet County?

4



1.6. Significance of the study

The findings of the study would be beneficial te fbllowing stakeholders:

The results of this study would bevaluable to redears and scholars, as it forms a basis for furthe
research. The researchers will use this study &ssss for discussions on savings and credit co-
operatives (SACCOs) business in Kenya and the fathat influence their performance.

The management has an essential role to play mriegshigh performance of their organizations even
in a highly competitive environment like the onengeexperienced by SACCOs in Kenya.

This study acts as a guide to setting up propetegjies in improving the competitiveness, recruitime
and management of staff and adapting computerizaga means of offering efficient and effective
services.

The study would give academicians, students andrkxs an insight on the causes of the competition
and the implication to SACCOs and other finanaatitutions as to the effect it has to the economic
development of the country. The study also forntsasis for further research for academicians and
students on the effects of competition on savimgsaedit co-operatives societies (SACCO) busiimess
Kenya, the challenges and the strategies to impitweie performance.

The Saccoswould benefit from the study imttit would enrich them with the nesmy
techniques of improving management compegsncthrough training and exposure and also
come up which competitive ways of attnagti the market, better ways of offering effeetand

efficient services and hence have a sustainaisid competitive co-operative movement .

1.7 Delimitation of the Study.
The study was confined to the factors influencimgf@rmance of Saccos and concentrated in Bomet
County. The researcher believed that this would/ipe an adequate population and sample for the

study and therefore gave reliable results and rfigli



1.8 Limitations of the Study

The researcher experienced difficulties in getengugh money to finance the project through petsona
savings but applied for a loan from his the Sachere he is a member.

The researcher also had time constraints as fhettriét his study work into his official work sctiele.

To overcome this constraint, he took the advantdgench breaks and weekends to collect data and
wrote the report. The researcher also expected aflinterruptions from members coming to the
SACCO for various reasons when data was being atetlefrom the Sacco staff but managed to

overcome it by making visits during the afternowrteen majority of the customers had left their afic

1.9 Basic Assumptions

It's assumed that there are factors influencindgoerance of savings and credit co-operative saseti

in Bomet County.

Further, the chosen methods and tools served thegogel of the study in terms of data that was
collected. It was also assumed that the chosen lsgpapulation was representative enough so as to

yield data valid and reliable when generated t@08ACCOs.

1.100rganization of the Study

The study was organized into five chapters; chapber basically gives the introduction and describes
the background of the study, statement of the prablpurpose of the study, objectives of the study,
research questions, significance of the study,cbassumptions of the study, limitations of the gfud
delimitations of the study, definition of significiiterms as used in the study and organizatiomef t
study. Chapter two provided a review of literatuetated to the study thematically as per the rebear
objectives, the theoretical frame work, the congabframework as well as the summary of literature
reviewed. Chapter three focuses on the researchoo@bgy discussed under the following sub-
headings; research design, target population, sasipé, sample selection, research instruments, pil

testing of instruments, validity of research instants, reliability of research instruments, data



collection procedures, data analysis techniquesetinidal issues in research. Chapter four givesléte
analysis, presentation, interpretation and disomssivhile chapter five provides for the summary of

findings, conclusions and recommendations.

1.11 Definition of Significant Terms as used in th Study

The following terms were defined in accordance i context which they were used in the study.

Co-operative A business or other organizations owned by peogie work in it, and
who also share profits and losses that accrue it®business.

Co-operative Society A group of persons or people who come togethemtmfa business or
organization with a common goal or objective of mgkbusiness and
sharing of profits and losses that accrues from dperations of the
organization.

Credit An arrangement to receive goods from a shop oremdom a bank and

pay for it later.

Factor One of the things that influence an event happenhe way that it all
happens.
Performance According to Njihia (2005), to perform is to do &ge of work to the

community. It is to act in an official way, to worér to function.

Performance is an action or achievement considereelation to how

successful it is. It is the ability to operate @#ntly or to react quickly
Savings Money that you have saved in a bank or investdtiatoyou can

use it later



CHAPTER TWO

LITERATURE REVIEW
2.1 Introduction
The chapter reviews literature related to factorBuéencing performance of SACCOs. These are
discussed in the next subsection then followed bgraceptual framework drawn from the variables in

the literature review.

2.2 Review of factors influencingperformance of Sawmgs and Credit Co-operative Societies.
(SACCOs)

The industrial revolution in Europe in "18Century disrupted the old order of predominanttyasian
societies and ushered in urbanized working clasBes.factory workers faced harsh living conditians
terms of food supplies, housing, health and othegraties. It was under these circumstances thatitee of
modern co-operative movement was born in 1844, chBale in Manchester, England. A group of men
some of them were weavers and skilled workers lated trades popularly known as “Rochdale Pioneers”
got together and formed co-operative society (Bilich997). They formulated several principles tatge
them open and own a consumerCo-operative shop.pfiheiples created the foundation of the modern
worldwide co-operative movement. Since then, mamyntries have embraced co-operative as instruments
of poverty alleviation and wealth creation, withried experiences. Globalization and applicatiomapidly
changing technologies in the free market economggtems that have led to ever increasing corporate
dominance of big corporations.

At the bottom of the multinational corporation isn& of thousands and medium size enterprisesydieg
co-operative operating in free competitive markBiavis and Donaldson, 1998).

In the developed countries, the social movemenigribaited to the creation of many co-operatives

particularly during the industrial revolution. Lalmomovements contributed to the formation of many



co-operatives in Britain, Belgium, France and theal co-operatives in Germany, Denmark, United
States, Canada, Australia and many other Developexiries.

According to MOCD Co-operatives are regulated kyo$grinciples. These principles were formulated
by a group of people who lived in a village in Eangl known as Rochdale and were referred to as
Rochdale Pioneers. These principles were intenaedtife regulations of co-operative societies
worldwide.

The International Cooperative Alliance (ICA) Comsia of 1966 adopted the following principles
which are genuine for the running of a genuine eoajive society. Open and voluntary membership,
democratic administration (one man, one vote),téchinterest on share capital, payments of dividend
and bonuses to members, promotion of educationcan@eration with other co-operatives at local,
national and international levels.

Consumer co-operatives began in Britain in the $84€ing the Rochdale model and are today market
leaders in Switzerland, Italy, Singapore and Jafulk in the UK, consumer cooperatives have
witnessed fierce competition from private consusgrermarket chains. They have a fifth of the market
share and their presence is more in the small sgr&et sector. This notwithstanding, the UK has the
world’s largest consumer co-operative- The Co-aperaNholesale Society(CWS) Group, which has
both corporate and individual retail members. TA&SCGroup had an annual turnover of 9 billion
pounds (Ksh 1,125 billion), 4,500 stores and binas¢ 87,000 employees and 4.5 million members
(Susan, G.S. 2007). In Italy, Legacoop, had 414 &8ployees over 7.7 million members an annual
growth of 4.4% and a turnover of 50 billion Eurdapan has a very large well developed consumer co-
operative movement with over 14 million memberstaRe€o-operatives alone had a combined turnover
of US $21.184 billion in 2005. Switzerland has tlaoge consumer co-operative supermarket chains.
The largest of the two has two million out of th illion Swiss, and the second, known as Co-
operative, which is over 100 years old, operaté87.shops and employs 45,000 people. The consumer
co-operatives have also been dominant in the Scawidin countries and many parts of Canada. One

enduring characteristic of consumer co-operativethisir strong record of creating decent work



environments for their employees and engaging in ttade with producer co-operatives, setting
industry standards for honest labeling and prongdti@alth diet.

Housing co-operatives have also played significate in the developed economies. A significant
proportion of housing development in Norway and &evein the second half of ®@entury has been
co-operative supported. In the US, they have begulpr among high income dwellers and retirees.
Such co-operatives have proved beneficial whengrreate or public renting has failed. Following the
2007/8 global economic crisis, 27,000 homes in Naxk abandoned by private landlords were taken
over and renovated by housing co-operatives ami@segned for low-income people.

Some of the world’s biggest insurers are in theperative sector. The International Co-operative an
Mutual Insurance Federation (ICMIF) has 184 co-apee insurance companies in its membership
from 70 countries. Together, these co-operativeirgrs account for seven percent of the world’s
premium volume. The secret of success of co-operatisurance companies is the co-operative
principle of pooling risks among large numbers ebple within the co-operative family, who are also
the investors at reasonable cost. The first coaiper insurer is the Co-operative Insurance Society
(CIS) of the UK, founded in 1867. By the standavfither co-operative insurance companies in other
developed countries , CIS group in 2010 was Sigiflounds 3.5 billion, equivalent to Ksh 496 biilio
(2011). There are bigger co-operative insurerh@UWSA, Japan, Canada, or Sweden. Nationwide Co-
operative Insurance of USA, although much smahantZenkyoren of Japan, was listed in the Fortune
500 at position 108 in 2000.

In Africa during the 1950s and 1960s, about 100s/eance Rochdale, co-operatives were introduced as
state project. The governments viewed co-operatigamass organizations or instruments for economic
emancipation of the rural population. The co-opeeat formation and development was not a
spontaneous initiative of the people through satialements as was the case in developed countries.
The co-operative business model was borrowed frioen developed countries, notably Britain, the

Scandinavian countries and U.S.A for most of thetlBern and East African countries.
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There have been success stories of co-operativegity developing countries in agricultural produce
and marketing, consumer, credit and related firersgrvices. The market liberalization of the1990s
saw the collapse of State sponsored co-operativesany developing countries because they could not
compete with the private sector.

Through the collaboration of the ICA, Internatioriabour Organization (ILO) and United Naitons
(UN), new co-operatives have been formed in devetpgountries that are independent of their
governments. The ICA identity statement and codpergrinciples, the UN Guidelines 2001) and ILO
Recommendation No. 193 on the promotion of coopastare useful references in forming co-
operatives and limiting the role of government.altle the government should only provide an enaplin
environment for sustainability and growth of théselies. The governments’ role should be limited to
registration and regulation just like they do fdher business enterprises. Co-operatives are privat
businesses and governments can unwittingly or eieibly stifle their growth and prosperity whenythe
over supervise and control their operations.

Recent studies shows that co-operatives in mangldewmg countries are experiencing a renaissance.
There were only 554 registered co-operative s@sddti Uganda in 1995, but recent estimates indicate
more than 7,500. In many developing countries,rgagi and credit co-operatives, housing, consumer
and cottage industries are growing. There is atgrei@ntial for farmers’ produce co-operatives teefn
growing demand from supermarkets for fresh fruggetables and dairy products. Electricity in rural
areas, water and sanitation for growing urban s and healthcare are all opportunity sectors f
co-operative development. Bolivia is using thesitations as the alternative to privatization aiter
services in towns. Brazil has the biggest co-oparamedical system in the world, with 367 local
members’ co-operatives covering 80 percent of thenty with more than 98,000 doctors, serving 12
million patients. In Argentina, 58 percent of ruedéctrification is supplied by co-operatives whante
also strong in telecommunications. Electricity queatives are also doing well in the Philippined an
Bangladesh. When 200 enterprises failed in 200Argentina, the displaced workers got together and

formed co-operatives. Marketing co- operatives i@emerging in Ethiopia, Zambia, Tanzania and
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Honduras. The Tanzanian Government abolished coatpes in the 1970s and replaced them with the
UjamaaSystem, which failed.

The modern co-operative model was imported anddired during the last century by governments in
developing countries as State sponsored projeaisop€ratives have had mixed areas. They were
regarded as instruments of economic transformatfdhe rural areas. There have been success stories
of co-operatives in many developing countries axgetors. Market liberalization of the 1990s daev t
collapse of many States controlled co-operativesoime developing countries because they could not
compete with the private sector. However, studi@gehshown that the co-operative sector in many
developing countries is experiencing renaissanddlzare are hopes they can thrive.

TheKenya Federation of Co-operatives (KNFC) isdhly apex society in the movement. It was formed
with an objective of promoting, developing, guidiragsisting and upholding ideas of the co-operative
principles. KNFC is the link between co-operatire&enya and the International co-operative Allianc
of special mention here is the Africa ConfederatadnCo-operativeSavings and Credit Association
((ACCOSCA), which is registered under the Sociefies chapter 108 of the laws of Kenya. Its area of
operation is Africa and the adjacent islands. #adiquarters are in Nairobi. It has twenty fiveliated
organizations. It is affiliated to the Internatit@a-operativeAlliance through its members intotheltfo
Council of Credit Unions (WOCCU). The Unions hebmae mentioned are Africa Co-operative bodies
and their main objectives are to look at the polsséis of Africa Saccos making viable investmefus

the benefits of members.

In Kenya, Saccos have also made a great deal imghakvestment decision through the sale of shares
for instance, the sale of Co-operative Insurance@mny shares to the members. This is an investment
decision line and hence called for the factors toaid call for the same investments.

According toOdebo and Nyawinda (2004), savings anedit co-operatives societies (commonly
referred to as SACCOs) accept monthly paymentssiares from which, members may borrow an
amount equivalent to two or three times their owamirsgs if they can get other members to guarantee

them. They say that growth in SACCOs in the lagtnty years has been spectacular. According to
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statistics from Kenya Union of Savings and Creditoperative societies (KUSCCO), the number of
SACCOs rose from 630 in 1978 to 3870 by the en@abber 2002 while savings and share capital rose
from Kshs. 375 million in 1978 to Kshs. 80 billidny 2003. Credit outreach similarly recorded
significantly, having risen from 357 million in 1870 Kshs. 70 billion by 2003. Saccos active member
numbered over 1.5 million by 2002 having risen fr8i8,500 members in 1978. Their rapid growth
indicates that they have filled a need which haidbeen made by the financial institutions, of thehk

110 billion in the current share capital and dejpbsld by co-operatives, the statistics show thstiK

90 billion has been lent out to customers.

2.2.1 Modern Portfolio Theory

Modern Portfolio Theory (“MPT”) is also called “péolio theory” or “portfolio management theory.”
MPT is a sophisticated investment approach firstetbped by Professor Harry Markowitz of the
University of Chicago, in 1952. He developed whas lhecome the frame upon which institutions and
savings investors construct their investment pbo$o Markowitz was among the first to quantifykris
and demonstrate quantitatively why and how poxfaliversification can work to reduce risk, and
increase returns for investors. Modern Portfolieedity allows investors to estimate both the expected
risks and returns, as measured statistically,Heir investment portfolios.

In the Journal of Finance, in March (1952) anddrigcle “Portfolio Selection”, Markowitz described
how to combine assets into efficiently diversifipdrtfolios. He demonstrated that investors failed t
account correctly for the high correlation amongusity returns. It was his position that a porthdi

risk could be reduced and the expected rate ofmrrencreased, when assets with dissimilar price
movements were combined. Holding securities thadl t® move in concert with each other does not
lower your risk.

Diversification, he concluded “reduces risk only emhassets are combined whose prices move

inversely, or at different times in relation to kaxther.”
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Markowitz formulated the portfolio problem as ctesoof the mean and variance of a portfolio of asset
He proved the fundamental theorem of mean varigma#folio theory, namely holding constant
variance, maximize expected return and minimizéawae. These two principles led to the formulation
of an efficient frontier from which the investorudd choose his or her preferred portfolio, depegdin
individual risk return preferences. The importardssage of the theory was that assets could not be
selected only on characteristics that were uniquéé security. Rather, an investor had to congider
each security co-moved with all other securitiegittrermore taking these co-movements into account
resulted in an ability to construct a portfolio thead the same expected return and less risk than a
portfolio constructed by ignoring the interactidretween securities.

Diversification reduces volatility more efficiendjpan most people understand: The volatility of a
diversified portfolio is less than the averagehs volatilities of its component parts. While teetnical
underpinnings of MPTY are complex, and drawn franaiicial economics, probability and statistical
theory, its conclusion is simple and easy to undacs a diversified portfolio, of uncorrelated dsse
classes, can provide the highest returns withgéhstlamount of voluntarily. Many investors are unde
the delusion that their portfolios are diversifiethey are in individual stocks, mutual funds, depand
international stocks. While these are all differentestments, they are all still in the same askads

and generally move in concert with each other. €rajiversification according to MPT is in different
asset classes that move independently from on@éamnot

Dr. John Linther of Harvard University in a 1983dmnark study, “The Potential Role of Managed
Futures Accounts in Portfolios of Stocks and Bofdwroughly researched on the value of
professionally managed futures. He asserts thag, @inthe most uncorrelated and independent
investments versus stocks are professionally mahdgwires. Lintner wrote that “the combined
portfolios of stocks (or stocks and bonds) aftetuding judicious investments... in leveraged managed
futures accounts show substantially less risk atyepossible level of expected return than poxbf
stocks (or stocks and bonds) alone.” Lintner speadlfy showed how managed futures can decrease

portfolio risk, while simultaneously enhancing cadémportfolio performance. It is worth noting that
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trading futures and options involves substant&l of loss no matter who is managing the moneyhSuc

an investment is not suitable for everyone.

2.3 Performance

According to Njihia (2005), to perform is to do eeqe of work to the community. It is to act in an
official way, to work or to function. Performancg an action or achievement considered in relation t
how successful it is. It is the ability to operaféciently or to react quickly.

According to Armstrong (2005), performance is oftkfined simply in output terms — the achievement
of quantified objectives. But performance is a eratiot only of what people achieve but how they
achieve it. The oxford English dictionary confirrtigs by including the phrase “carrying out” in its
definition of performance; the accomplishment, exien, working out, carrying out of anything
ordered or undertaken. “High performance resutisnfappropriate behavior, and the effective use for
the required knowledge, skills and competencies.

Performance means both behaviors and results. Behaamulate from the performer and transforms
performance from abstraction to action. Not justitistruments for results, behaviors are also ouéso

in their own right — the product of mental physieéfbrt applied to tasks — and can be judged dpamrt
results.

This definition of performance leads to the conidosthat when managing performance both inputs
(behavior) and outputs (results) need to be consitle

According to Johnson & Scholes (2007), many marsgafled a process for developing a useful set of
performance indicators for their organizationsidifft. One reason for this is that many indicaigike a
useful but only partial view of the overall pictu/lso, some indicators are qualitative in natuvhilst

the hard quantitative end of assessing performdwasebeen dominated by financial analysis. In an
attempt to cope with this very heterogeneous stinabalanced score cards have been used as afway

identifying a useful, but varied set of key measutelance score cards combine both qualitative and
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guantitative measures, acknowledge expectatiordifigrent stakeholder and relate an assessment of
performance to choice of strategy.

According to Pearce and Robinson (2007), operdtiopnatrols provide post action evaluation and
controls over short periods from one month to oearyTo be effective, operational controls musetak
four steps common to all post action controls;ssatdards of performance, measure actual perfoenanc
and identity deviations from standards and init@igective actions.

According to Mwaura (2005), lack of credit analysisedit follow — ups as well as hostile lending ar

the key factors that contribute to poor performandean lending by SACCO societies in Kenya.

2.3.1. Management Competency and Performance of SADs

According to Noebere (2000) all studies of businsisire points to poor management as the main
cause. The success of a firm is measured by itltaiyidity which depends on the efficiency of its
management.

According to Kibera (1996), management can be ddfias a set of activities directed at the efficient
and effective utilization of resources in pursuitome or more objectives. The resources are usually
people, machines, materials, time and manager@ikhow.

A need to embrace good corporate governance anthy@vs need to be reviewed to provide for
minimum qualification standards for both the boamédmbers and delegates for efficient and sound
management (KUSCCO 2003).

According to Ouma (1980), a structure for the orgaiion of co-operatives has evolved over the years
since Kenya achieved its independence in 1963hdtdwer end we have primary co-operative units,
which are composed of at least 12 individual pess@&rimary co-operative societies are governed by
the co-operative societies Act Cap 490 of the laflsenya.

However, the Act does not provide a clear definittd a co-operative society, apart from saying that

is a society registered under the Act. From then@ry societies there is some kind of “hierarchical”

arrangement, going unto the apex society at the Aoprimary co-operative society is defined as a
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society where membership is restricted to indivighesons. It is managed by a management committee
elected at the AGM. The management committee giypemaploys a full time manager to assist in the
day —to — day running of operation of the society.

The primary co-operative societies are in turn oized to form what is called co-operative “unions”
similar to secondary co-operative societies. Tlugecs a much larger and wider administrative area.
The membership to a union is restricted to co-dperaocieties. At least two co-operative societies
may form a union. Such a union normally operatea @nder area. These co-operative unions serve the
primary co-operative societies as service agendies.example, they provide societies with credit
required to pay the growers in advance for thericagjural produce and with any other services that
they might require. Co-operative unions tend torafgeon a district basis; hence they are usuallgdta
“District Co-operative Unions”. They are manageddnyexecutive committee who are elected from the
primary co-operative societies. They are also sebyea manager or secretary/manager assisted fiby sta
of a considerable size. These unions in turn fonna@ex- a national co-operative body such as KNFC,
whose role for the most part is advisory.

According to Sambu (2005), Mudibo (2005 raised eonon the caliber of leaders who run SACCOs.
Since they are voluntary organizations, membersetact anybody they like, who may not necessarily
have the skills to run a SACCO. To address thisfunder pointed out that SACCO members are
required through their by-laws to provide for minim qualifications for their managers.

Shareholders ought to appoint directors and awgitord satisfy themselves that the appropriate
governance structure is in place. The shareholddtsalso ensure that only reliable persons with
competence are elected or appointed as directbes; dan also change the composition of the board.
According to Mwaura (2005), actions of top managenefluence performance. He also recommended
that members, when electing office bearers, indgddelegates, should ensure that they elect
trustworthy persons. Success and hence perform@eends on the caliber of the officials that they

elect.
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King(1975) once argued that investment ideas ddoegin life in filing cabinet ready for evaluation
This implies that investment ideas , and moreo¥e best ideas , must be searched for supihert
strategy in order to achieve objectives. Furtheenatecision-makers are obliged to search for
opportunities that will best support the strateggwever, it is important to bear in mind the inttgd
unique of capital investment process. This stemsists two factors , namely; where to search for
investment ideas , and who will search for siggas . During the analysis of the industry and the
formulation of the competitive strategy will emer@gobjectives and strategies will become evident.
Seitz and Ellison (c1999) emphasize that strategyiges a framework within which capital investment
opportunities are sought. In the above step it wagphasized that an industry analysis, inteand
external, must be conducted before a strategyearfiormulated. It was then further emphasizedt tha
such an analysis will indicate to the enterpnglich strategy to follow in order to best deldtself

or to take advantage of these internal and eakefarctors.

Therefore, it was concluded that it was the styatderided upon which directly influences and assist
the company where” to search for investment idesvever, this process requires decision —makers
(actors) who must searchfor investment ideas. Watrd to who will search forinvestment ideas,
Matundu (1997) found in his study that more th@&hp@r cent of capital investment ideas are
generated by top management. If it is borne in ntivad strategy is formulated and implemented by top
management, it can be inferred that these decisimisers will search forinvestment ideas within the
parameters set by strategy as reported by SeitEBisdn. In addition, Butter et al, (1993) andt3&ind
Ellison (c1999) argue that top management musiveidt a culture which will encourage managers to
search for and identify investment ideas. In cattvath this, the reward system of role playersimed

in the capital investment process deters innovatidter studying eight large international entesps
Maccarrone (1996) found that control, performanceasurement and reward systems influence the
decisions taken by managers. He refers to thesebles as contingent variables and more speciicall

firm parameters.
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Additionally, Porte (1992) states that incentivesdecision-makers are based on current profitss Thi
will focus the attention of decision-makers on $herm investments. However, he suggests that this
incentive compensation must rather be linked tactirapetitive position of the enterprise. This refer
long-term prosperity of the enterprise. One furingportant issue relating to the role players inreal is
their motivation for the project which can be pobi or personally motivated. Butler et al (1993w
against decision-makers and their political selftivations. These could influence investment ideas
taken by decision-makers. This could act then iad thariable and could indirectly change the cowfke
ideas generated. Nevertheless, if the company icact duch internal factors to its best advant#gs,

can only enhance the capital investment processaaralconsequence also the company’s competitive
position.

Also, Volpe et al. (2002) conducted a study to yralthe investment literacy of online investorseTh
study included 530 online investors for the stualyinnd out the difference in financial literacy khon

the basis of age, gender, experience, educationnandie and previous online experience. The study
came with the results that level of financial k#ey varied with people’s age, gender, experience,
education and income. Also, online traders haddrighowledge than others.

Alternative investment ideas identified in the poess step need to be evaluated. At this stage thiely
alternative investment ideas are known. Furtheormation about the various investment ideas with
regard to cash flow estimations to and from theegmise, the amount of risk as well as knowledge
regarding the compliance with competitive straté&gknown. Lumby and Jones (2001) argue that if
alternative ideas do not exist, there is no neechtmse. This may be the case with regard to certai
investment opportunities where only one investmpossibility exists without any alternatives.
However, this will seldom be the case. Alternativeestment ideas can only be thoroughly evaluated
after they have been defined into investment praijgodn order to evacuate investment proposals,
decision-makers need to gather information in teofmguantitative and qualitative aspects, according
Butler et al (1993) and Seitz and Ellison (c199®gé investment proposals are then evaluated

according to financial and non-financial criteria.
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Matundu (1997) established that of 92 percent efréspondents in his population, 47 percent “alivays
incorporated quantifiable as well as non-quantiéatyiteria into the capital investment decisiof, per
cent did “sometimes” and 4 percent “never” incogted these criteria. The reason for not doing s® wa

that the enterprises considered themselves asrtalh. s

2.3.2 Personnel and performance of SACCOs

According to Noebue (2000) all studies of businfskire points to poor management as the main
cause. The success of a firm is measured by itltaiyidity which depends on the efficiency of its
management.

The management comprises of the chief executivieenfand the same management team with the
primary responsibility of ensuring performance. Th@or challenge addressed by corporate governance
is how to grant managers discretionary power ofier donduct of business while at the same time
holding them accountable for the use of that powalancing of the two is essential to ensure that
decisions made by the management are on long teerests of the shareholders. Specific management
practices have been found to improve corporateopednce:-

Three dimensional strategy comprise explorationes horizons, selectivity and drive, making wisdom
contagious by empowering independence, interaaimh communication among employees, focusing
on group performance rather than individual perfamoe external process which include bench
working, systems for feedback both from supplierd austomers and continous innovation based on
internal and external evaluation.

According to Cole (2004), there is no generallyegted definition of “management” as an activity,
although the classical definition is still held lve that of Henry Fayol. His general statement about
management is as follows: “To manage is to foreaadtplan, to organize, to command, to coordinate
and to control.” Management is a social procese. filocess consist planning control, coordinatioth an

motivation. Managing is an operational procesdgaitjt best deselected by analyzing the managerial
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functions. The five managerial functions are: plagnorganizing, staffing, directing and controgjin
(Koontz and O Donnell 1984).

Recruitment of staff in the SACCOs in most casedoise without paying attention to the reflection of
supply and demand of qualified personnel for theitpmms to be staffed. Selection is also done @n th
basis of ethnicity and the influence of the Boardtle Directors and the members leading to
mismanagement and poor performance. The rightfograions should be considered most.

It is also important therefore that SACCOs shouftbeace education and trainings for their personnel
and should be taken very seriously if these SAC@fasto compete side by side with other business
organizations and be able to fulfill members’ agims. Improvement and standardization of training
and education in the co-operative movement has kegrhasized in every development plan since
independence (Kerman 2006).

According to Ouma (1990), knowledge has been de=drigenerally as the key to success for any
dynamic business enterprises. Education and tgihelp people to acquire knowledge and develop
skills which enables them to implement decisiorfeatively. In common with all business requires
specific education and training for those who wisloperate it.

The challenges facing the SACCO movement espectaly SACCOs in Bomet county requires
leadership skills and capacity to develop and nubiEACCO stakeholders around a shared vision,
values and ability to translate them into concretécomes focusing on customer and membership
loyalty, a commitment to integrity accountabilitydaethical practices. There is also need for stéfi

appealing public relations to attract more membeisustomers.

2.3.3 Computerization and performance of SACCOs
Co-operatives in Kenya have no option, if they hi@mveemain relevant and stronger but adapt to olhang
The factors of environment, technology and glolaion are neutral to any business organization,

including SACCOs. The environment, technology aludbglization impact on all businesses.
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Globalization and application of rapidly changireghnologies in the free market economic systems
have led to ever increasing corporate dominand®go€orporations. At the bottom of the multinatbn
corporation is a mix of thousands of small and medsize business enterprises, including SACCOs
operating in fiercely competitive markets (Daviglddonaldson 1998).

The SACCO business model and structure given itgersor societal concept offers various
opportunities to introduce desirable products arslises to clients locally, naturally and interoatally.

The co-operative system therefore, especially im&oCounty is potential for equitable wealth and
employment creation. But despite the known co-dpardusiness model advantages, they cannot hope
to overcome or even match competition in the mapkates unless they embrace, exploit and sustain
change, that’'s computerization of services.

The development and increasing use of informatimhrology will provide SACCOs with networking
and innovative opportunities to strengthen thathaiand competitive advantages.

According to Pearce and Robinson (2007) operatiamualtrols provide post action controls, sets
standard of performance, identify deviations frortandards and initiate corrective actions.
Computerization of services is therefore paramauserving this purpose.

Management of SACCOs ought to identify suitabledheand soft wares based on their needs. This will
improve efficiency, accuracy and effectivenesshia delivery of their services and are able to $usta

the business in the long run.

2.3.4Market Competition and performance

Johnson (1999) state that “Capital investment dstssinvolve the largest tangible investments of an
firm”. In turn, effective and strategic capital gstments can ensure greater competitiveness. &wuitz

Ellison (c1999) add to this and argue that a coripetadvantage may prevent competitive forcesfro
eliminating economic profits and positive net pscwill result in inferior decision-making and wilbt

be beneficial to the company and its stakeholders.
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The need to investigate the interface between alapitdgeting and strategy is necessary, because
“tomorrow’s business success depends on investmecisions made today” (Hall, 2000). Capital
investment decisions influence the very survival prosperity of an enterprise. Capital investmenés
important to the economy for two reasons. “In thersrun, the business cycle is affected by thewarho
of demand for new capital investment” (Seitz & &tbin, c1999). Thus, ineffective and inefficient
investments may result in cash flow problems f@& tdompany, which may cause a decline in work
opportunities. In the long run, the competitivenesa nation’s economy may deteriorate if companies
do “not make adequate investments” (Seitz & Elljstk999).

Gitman, (c2003) and Seitz and Ellison (c1999) refwat wealth creation is generally the overalllgoa
set by enterprises to achieve. By formulating al dba enterprise communicates how it wants to
compete and what its economic and non-economictivgs are (Porter, 1998). The goal or mission is
where the firm is striving to be. Goetsch and Dg1i897) state that goals are rather a “what” than a
“how” exercise. They claim that these goals mustnbeasurable, focused and indicate what the
enterprise wants to accomplish. It must be remeetb#rat: “If it can be measured, it can be mandged.
“Objectives are the ‘ends’ and strategy is the ‘ng&af achieving them” (Thompson & Strickland,
2001). Strategy creates a path and sets direaticactions taken within a company by different role
players. Porter (1998) argues that the essencarmiufating a strategy is to relate an enterprigé vis
industry. The reason for this is that there are fiorces driving competition within an industry.tlfe
enterprise does not analyze the environment (imgluistr the existence and the influence of theseds

on itself, it may draw ineffective and inefficiembnclusions with regard to capital investments.
Therefore, Porter (1998) suggests that companiest analyze their environment with regard to the
following forces before formulating a strategy, reyn Internal factors (Variables)-strengths and
weakness, personal values of key role players;reatdactors (variables) — industry opportunitiesl a
threats, broader societal expectations.

Porte (1998) explains that a thorough analysis evilble the enterprise to position itself to utilthese

forces in its favour and to best defend itssifainst such competitive forces. It must emphdsit it
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is the strategy decided upon that will influencapital investment decisions rather than the
industry analysis .

The reason is that external variables withinimdustry may be constant , relative to other
enterprises within the same industry, interaatiable s vis-a-vis external variables and cousatly
strategies implemented by various enterprises withie same industry may differ .

Entrepreneurship is a process of creating valuérmging together a package of resources to exploit
opportunities through a creative state of mind tiaat see a way round impossible barriers and teact
unexpected problems as opportunities along the(payewal, D. and Seidle, R 2005). This implies that
co-operative leaders ought to understand that dppities are many but must be tapped at the rigte t
before someone else graps them or other factorplemate the landscape and diminish them. Many
factors including competition, technology, labowmnarkets and globalization have made external
environment very turbulent.

There are three possible outcomes that exist irctheperative marketing and entrepreneurship which
includes the birth of the business within an erRgtto-operative, transformation of existing co-apiee

and finally the innovation. Within the Kenyan coeoative movement co-operative insurance company
(CIC) and the Co-operative Bank of Kenya adaptecbtoperative marketing and entrepreneurship that
is the continuous development of new products aernal co-operative venturing many years ago.
That's how they managed to survive in the highlgnpetitive financial services sector.

Its also important therefore that co-operative atioa and training should be taken seriously if
SACCOs are to compete side by side with other legsirorganizations and be able to fulfill members
aspirations. Improvement and standardization ohitrg and education in the co-operative movement

has been emphasized in every development plan isidependence (Kamau 2006).
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2.3.5 Financial stability and performance of SACCOS

According to Kibera (1996), management can be ddfias a set of activities directed at the efficient
and effective utilization of resources in pursuitame or more objectives the resources are usually
people, machines, materials, time and manager@iikr-how.

As SACCOs enter into the competitive financial nedykt is now becoming increasingly important for
them to address the critical marketing elements whih give them a competitive edge in the existing
market that has its rules and standards. Being fatdecially to effectively and efficiently servad
members and customers needs at the right timesi@biiese important aspects.

According to carilusAdemba of SACCO society reguigtAuthority, SACCO Review (2011) the new
rules contained in the societies Act will give Saa four year grace period to fully comply. Towges
Saccos stay within their core business, investnremion interest earning assets to be restrictetiOto
percent of total assets while investments in lamdl lBuildings are capped at 5 percent the samengeili
placed for loans to directors and staff. This tfaee improves financial stability of SACCOs to meet
their client needs.

Saccos are a guaranteed way of ensuring an effeiiancial penetration at the grassroots. They
provide structures that have a reach in enablingl kcommunities to access credit conduct busineds a
pool resources.

In terms of the UN Millenium Development goals (MB)Git has been realized that the sure way to
address the eight issues with poverty topping isted to use the co-operative structures whictvigie

a vibrant socio-economic structure for meetinguate community needs.

According to Mwaura (2005) lack of credit analysisedit follow ups as well as a hostile lending are
key factors that contribute to poor performanckan lending by Sacco societies in Kenya.

According to Muchemi (2005), noon profitable invasnts should be discouraged because, despite the
enormous amount of resources put in such projeetsins are almost nil, hence reducing the capital

base where interest is drawn from.
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The processing of loans in the SACCOs in Bomet Goshould be enhanced so that it can take the
shortest time possible, multiplying factor oughdcato be improved to more than three times the mumb
of deposits to reduce the dissatisfaction fromntteenbers. Efficiency and effectiveness is key rbb t
the management needs to put more emphasis in thergeof services to avoid unnecessary long
gueues in their premises. Dividends once declanedld be paid to motivate members invest more in

shares and gain confidence.
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2.4Conceptual Framework

To conceptualize is to determine what will be meaduand conceptualization of this study involves

determination and explanation of the research blasa The conceptualization in this study will be

based on the following variables: Management coemmst personnel, computerization, market

competition, financial stability(independent vated) andperformance as the dependent variable as

shown below.

Independent variables

Management Competency
* Training
* Level of Education
* Experience

+ Skills Exposed

Personnel
e Quality
e Qualification
e Public relation
e Skills

A 4

Computerization
» Efficiency

e Accuracy

e Speed

* Timely reports

A 4

Dependent variables

Performance of

Market Competition
Competition By:

e Commercial Banks

* Microfinance Institutions.
* Other Saccos

* Dividends

A 4

Financial stability

* Timely loaning

» Fair interest rates

* Better dividends

» Variety of products

Moderating variables
Government policy

* Legislation

* Taxation

Figure 2.1

\ 4
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2.4.1.Explanation of Variables.

Performance of SACCOs is not governed by one orfastors, because the performance problem is not
simply one of replacing old equipment by a new dm#,is concerned with replacing an existing preces
in a system with another process which makes thieeesystem more effective. We discuss below some

of the factors that influenceperformance.

2.4.2. Management Competency

If the management is progressive and has an agghssnarketing and growth outlook, it will
encourage innovation and favor capital proposal€hvensure better productivity on quality or bdth.
some industries where the product being designedsisnple standardized one, innovation is difficult
and management would be extremely cost consciousoimtrast, in some industries, a firm cannot
survive, if it follows a policy of ‘make-do’ withts existing equipment. The management has to be
progressive and innovation must be encouragedad sases.

The focus of co-operative governance will ensuragiterm strategic objectives and plans are
established and that proper management structure ptace to achieve those objectives while at the
same time making sure that the structure functionsaintain the company’s integrity, reputation and
accountability to its relevant constituencies. Tight systems of check and balances should be @n th

basis of merit or any corporate governance sysBkiliful persons are entrusted with this resporisybi

2.4.3 Personnel

Leadership is a major factor in co-operative orgation and management development. Co-operatives
deserved visionary competent, dynamic and profaasieadership given their elaborate business model
of ownership, purpose, structure, principles anldes Inappropriate interpretation and applicatdn
co-operative principles inhibits the developmentnaény co-operative enterprises in Kenya. If co-
operatives are led and managed prudently they oarde alternative channels to ordinary people to

improve their quality of life and fight increasipangs of poverty.
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Increased emphasis on the training of members raindrtg of personnel will therefore continue to be
maintained. The education and training core relabethe needs of co-operatives and the community
and its goals are geared towards the developmetiteoindividuals talent and capacities to the full.

Professionalism is key in the management of persaanmd SACCO businesses.

2.4.4 Computerization

Globalization and application of rapidly changireghinologies in the free market economic systems
have led to ever increasing corporate dominandego€orporations. At the bottom of the multinatibna
corporations is a mix of thousands of small and iomadsize business enterprises, including co-
operatives, operating in fiercely competitive maskéDavis and Donaldson, 1998). The co-operative
business model and structure, given its supericiet concept, offers opportunities to introduce
desirable elements of consumer choice, economi@dey and distributive justice to small producers,
workers and consumers to counter the distortiomarkets and other inadequacies of the multinatgonal
The co-operative system, especially in Kenya, haterntial for equitable wealth and employment
creation. But despite the well known co-operativesibess model advantages, they cannot hope to
overcome or even match competition in the markatelunless they embrace, exploit and sustain
change, new technology and competitive strategié® Kenyan co-operative have to shed their
traditional silo business structures and adopt cehgnsive and integrated infrastructures.
Silostructures here refer to co-operative orgaiomatthat specialize in a single commodity or sggvi
Developing and increasing the use of Informationchi®logy will provide co-operatives with
networking and innovative opportunities to stremgththeir niche and competitive advantages. Co-
operatives can position themselves to have integranfrastructures that create possibilities of
transiting from local to national, regional andimktely global levels through innovations, networks
consolidations or mergers. Change is importantgfowth and change is driven by creative ideas and

technology.
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2.4.5 Market Competition

Competitors’ strategy regarding capital investmexerts significant influence on the performance of
company. If competitors continue to install moreuipment and succeed in turning out better
products/services, the existence of the companyalioiving suit would be seriously threatened. This
reaction to a rival's policy regarding capital ist@ent often forces decision on a company. As
SACCOs therefore enter into the competitive finahoiarket, it is becoming increasingly important fo
them to address the critical marketing elements whih give them a competitive edge in the existing

markets that has rules and standards.

2.4.6 Financial stability

The role of SACCOs in promoting and incubating pemtives ventures similar to rural banking
SACCOs should be emerged. The saccos non perforassets should be activated and reinvested in
more vibrant and productive areas. The saccos tak&nvent or have their roles reviewed to survive
the threats that are likely to face many typeshtérmediaries because of technology and otherfacto
Co-operatives need to give priority to educatioaining, leadership, marketing, technology, redearc
and product development, product and service inimv& or value addition to stimulate co-operatives

organizations growth.

2.5 Summary of the literature review

From the literature review in this section its mbtbkat there are factors influencing the perforneaoic
savings and credit co-operative societies and tfaesers were addressed.

According to KUSCCO (2000) co-operative societie&enya vary in size. The size of an enterprise is
especially important in its economic aspects. Ohé&e problem in every co-operative society is to
reach a size which allows the economic effects momeration to gain their full advantage. The
disadvantage of small co-operatives are that thefavourable cost structure limits their abilitydan

competitiveness such that they cannot afford gedli$taff and the specialized equipment necessaaty t
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high standard of service, that they have diffi@dtin gaining the access to credit and that they ar
restricted in their advertising techniques. Furttesearch will undertake to establish whether #utofrs
determining the performance of SACCOs affect tlgeanid small SACCOs annually. It should also be
found out whether the factors impact the same dmarurand rural SACCOs on the same way. This
research sought to establish among others the timpaof management
competency,personnel,computerization, market catigretand financial stability on savings and ctedi
co-operative societies which became an evidence pked@ormance of Saccos depends on these
factors.The research also sought to establish veBpite past studies problems still persist. Expilomna

of the possibilities to overcome the persistentdiacinfluencing performance should continue. The
study therefore sought to exhaustively explore dhfestors and gave suggestions as to how negative
influences could be eliminated and advice on hotake advantage of them for the stable well being o
the SACCO movement. The study also accessed tHeagfty of the reforms taking place in the
sector. Suggestions earlier put forward by otheeaechers which have not been considered to date,

have also been looked into.
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CHAPTER THREE

RESEARCH METHODOLOGY
3.1 Introduction
This chapter begins by addressing the researclyrdedithe study. It goes a head and discusses the
target population,Sample size and Sampling Proesdand instruments. A method of pretesting is

reviewed and finally discusses the methods of dallaction and data analysis methods used.

3.2 Research Design

In this study a descriptive survey wasused. DeBeepesearch portrays an accurate profile of pesso
events, or situation (Robson, 2002). Surveys atleavcollection of large amount of data from a ditea
population in highly economical way. It allows otwecollect quantitative data, which will be analgize
guantitatively using descriptive and inferentialtsttics (Saunders et al 2007). Therefore, thergese
survey was deemedthe best strategy to fulfill thgeatives of this study. Descriptive Research & th
investigation in which quantity data is collecteddaanalyzed in order to describe the specific
phenomenon in its current trends, current eventsliamkages between different factors at the current
time. Descriptive research design was chosen bedtearabled the researcher to generalize thengsdi

to a larger population.

3.3. Target Population

According to Cooper and Schindler (2000), targgtybation is the total collection of elements about
which we wish to make inferences. This definitions@es that target population of interest is
homogeneous. Target Population studies also cabedus are more representative because everyone
has equal chance to be included in the final satiaieis drawn. The population consisted of all 2Be
savings and credit co-operative societies (SACA@Homet County. The researcher targeted a total
population of 150 SACCO staff and members who wategorized into three namely:

Senior management Level, Middle Level and members.
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3.4 Sample size and Sampling Procedures.

The sample size of this study was all staffs inrttenagement level and members in Sacco’s in Bomet
County. The researcher conducted a census stuadpréing to Cooper & Schindler (2007), a census is
feasible when the population is small and necesadugn the elements are quite different from each
other. When the population is small and variabig, sample we draw may not be representative of the
population from which it is drawn. Therefore, ftiis case, the study was appropriate for reseatcher
choose census method to be used because the papuwassmall and the institutions were easily
assessable to reach. Noting that performance imphetorganization as whole (all departments), the
researcher interviewed the senior managers and ersndcross all departments from the selected
SACCOs. According to Krejeie and Morgan (1970) engle size of 108 is appropriate for a target
population of 150.

Table 3.1 Sample Size.

Category Target population sample size
Senior management level 50 36
Middle level management 50 36

Members 50 36

Total 150 108

3.5Research Instruments

The researcher collected primary data through aghinistered questionnaire. According to Sproul
(1998), a self administered questionnaire is the evay to elicit self report on people’s opinion,
attitudes, beliefs and values. Primary data waaindtl through self-administered questionnaires with
closed and open-ended questions (see appendis ukeh as possible, a 5-point likert scale was.used

The questionnaires included structured and unstredtquestions and was administered through drop
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and pick method to respondents who were senior geeand members in the organization. The closed
ended questions assisted the researcher to cqllactitative data while open-ended questions edable

the researcher to collect qualitative data.

3.5.1 Piloting Instruments

A pilot study was conducted to test the accuracyhefinstruments. This was done before the actual
fieldwork. This involved 10 individuals who wererpaf the sampling frame but who were not in the
sample. The reason for the pilot study was to geststions. Some questions may have been vague
sensitive, instructive or difficult hence may natdelicited the wanted responses, or worse stidly th
may had elicited no responses at all.

Such questions could be changed. The pilot studpagasexpected to give an estimate of the timeithat

took to complete one instrument.

3.5.2 Validity of the research instrument

Validity is the extent to which an instrumentaptures what it purports to measure idtthe
accuracy and meaningfullness of inference whielne based on the research results .lteis th
degree to which results obtain from the lysis of data actually represent the mime@non
under study (Mugenda & Mugenda ,2003 ).validityeals with how accurate the instrument
represent the variables of the study .If ahmeét is valid then differences in resultseetween
individuals or groups or organizations cé&me taken as representing true differences the
characteristics under study (ibid).Content digliof a measuring instrument is the extenwhich

it provides adequate coverage of investigativestioes guiding the study (Mugenda &
Mugenda,2003).These experts looked at evemstopn in the questionnaire and made appra@priat

recommendations which were taken into improvihg instrument .
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3.5.3. Reliability of Research instrument

Reliability is a measure of the degree tacWwhresearch instrument vyields consistaesults
or data after repeated trials .Reliability research is influenced by random errdMugenda
& Mugenda ,2003).This definition implies omeethod for assessing reliability the testest
method ,where the research is exactly licaed .A comparison of the two application

indicates the reliability , or lack of it .

3.5.4 Data collection procedure

3.5.5 Observation

Observation involves a situation where the resesarghesence in a social context is maintained for
scientific investigation/ purpose.

In this case the researcher maintained a constasempce with members and staff of the Saccos in
BometCounty. During visits to various Saccos, obsegrthe types of Sacco projects in their premises
and gender dynamic in terms of who between menaaomden was doing what in the respective offices.

Detailed observation was important because it wsesl o verify some of the information produced

during interview session. Observation was usedutiitout during data collection and was mainly to

produce qualitative data.

3.5.6 Survey Method

This was the main method of data collection thabived the use of a questionnaire as the instrusnent
for data collection. The semi-structured questiinenevas issued to 150 respondents who were senior
managers and members in the organization. Thedtlesded Questionnaires assisted the researcher to

collect qualitative data.
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3.6. Dataanalysis Techniques.

The whole process starts immediately after colbectand ends at the point of interpretation and
processing data is data analysis (Cooper & Schin@d@03). The data analysis method that was used
was based on quantitative approach using desaiiatistics. The collected data was thoroughly
examined and checked for completeness and commibiigyn. The data was summarized, edited,
classified, coded and entered. This ensureda hatbrefficient analysis. The coded data was entered
into the Statistical Package for Social Scienc&SS) for analysis.

Descriptive statistics such as mean, standard tieviand variance was used to analyze the dataSSPS
was used to perform the analysis as it aided imroegng and summarizing the data by the use of
descriptive statistics such as tables, charts aaphg including frequency percentages of subgréaps
the total population for disclosing reliability tie study also helped to measure variables, disioi
size, shape and their relationship. This ensurathtkie gathered information was clearly understood.
The study also used inferential statistics suckhasPearson correlation and the regression tothest

strength and the relationship between dependeninaieggendent variables.

3.7. Ethical Issues

During the planning and period of carrying out teeearch, as well as in reporting research findings
there were certain considerations and obligatitias the researcher hadto fulfill in the courseldd t
work. During the data collection, the managemend amembers of organizations selected were
approached in the course of doing study and wdmenred about the nature of the study, through a
formal letter, requesting for permission to carwyt data collection in their organizations, statthg
objectives of the study and any risks to the bwsinthat the study could create by involving its
employees. The confidentiality of the responderds wpheld and the information collected wasused for
this research only. This study also adhered ttheciples of research and the research findingshwvh

were solely for academic purposes.
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Table 3.2 OPERATIONALIZATION TABLE

OBJECTIVES VARIABLES INDICATORS MEASURES SCALE
1. To determine the Management Trainingleve If the management are trainetlominal
extent to  which competency I of on management issues
management education If the management have Nominal
competency the right educational
influencethe gualification
performance o] How experienced the
savings and credit cQ- Experience management are in the Ord
operative societies in management roles and inal
Bomet county duties
How munch the
Skills management been
exposed exposed to various fields Ordinal
2. To determine the Personnel Qualification , | If the personnel are qualified Nominal
extent to which enough in their respective
personnel influence offices
the performance of Professionalism | If the personnel work Nominal

Saccos in  Bomet with professionalism
County Skills If the personnel have theNominal
necessary skills, training and
experience in delivery of
service
Public How personnel interact with Ordinal
relation the members and customers
3. To determine the Computerization | Efficiency How efficient the Ordinal
extendtowhich services are in the Saccos
computerization Accuracy How accurate the
influencethe information’s are as | Ordinal
performance of Saccas transactedand produced i
in Bomet county Speed the Saccos

If the software work with

speed that serves the

purpose

Nominal
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Timely If the reports are timely
reports generated when required Nominal
4. To determine the Market Competition If Saccos are able to Nominal
extend to  which competition from compete  well  with
market ~ competitior commercial commercial banks
influence performance banks
of Saccos in Bomet
County Micro- financial| If micro-finance institutions Nominal
institutions give competitive products than
saccos
Other How saccos among
saccos themselves compete in their| Ordinal
business in search for
members and customers
How often the dividends
Dividends are paid to the sacco
clients Ordinal
5. To determine the Financial Timely If loans are continuously giverNominal
extent to which financial stability loaning out when demanded
stability influence the Fair interest How interest rates on Ordinal
performance of Saccos |n rates deposits and
Bomet county savingsfavour members
and FOSA customers
Variety of If there are variety of Nominal
products products that meets the
customers needs
Better If the dividends paid is betteNominal
dividends than those of other financial

institutions
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CHAPTER FOUR

DATA ANALYSIS PRESENTATION AND INTERPRETATION

4.1 INTRODUCTION
This chapter presents the analysis and resulteeostudy. The analysis is based on the data cetlect
from the questionnaires sent to the employees agrdbars. 150 questionnaires were sent to the field

and 110 were successfully dully filled.

4.2 Response Return Rate

With regard to the sample design a total of 15@aadents were targeted, 73%o0f the respondents gave
back their questionnaires. This was a result offdlce that some of the respondents were members who
took the questionnaires home and were unable ng inemback and some of the senior managers went
on leave and some attended some courses outsideffiees.

4.3 Demographic information

In this section the researcher sought to find betgersonal characteristics of respondents who paotk
in the study; this include information such as gandge, marital status, position/rank, years wabike
the SACCO and highest academic qualification athin

Table 4.1 Gender of the respondent

SEX OF THE RESPONDENTS FREQUENCY PERCENTAGE
Male 65 59

Females 45 41

Total 110 100

Sources: Research, 2012
Findings in table 4.1 revealed that there were moaées than females respondents that participated i

the study. Males comprised of 59% while 41% wenedie respondents.
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Table 4.2 Age of the respondents

Age bracket Frequency Percentage
20-25 years 5 5

26-30 years 20 18

31-35 years 23 21

36-40 years 40 36

Above 40 years 22 20

Total 110 100

The results in table 4.2 above revealed that ntgjofi the respondents had ages between 31-35 years
and 36-40 years old. This is the age considergdeaage of maturity and experience by the SACCOs in

the county.

Table 4.3 Position /Rank

Position/ Rank of the Respondents Frequenc Percentage
Senior management level 34 31
Middle level management 46 42
Members 30 27

Total 110100
Source: Researcher, 2012
Findings showed in table 4.3 revealed that majaitthe respondents were in middle level management

comprising 42 percent while 31percent were in Semanagement level and 27percent were members.
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Table 4.4 years worked or in membership in the conmgmy

Years in the Sacco frequency percentage
Less than 3 years 12 11

3-5 years 15 14

6-7 years 30 27

8-10 years 28 25

Above 10 years 25 23

TOTAL 110 100

The results revealed that most of the respondeats iorked for a period 5-7years comprising
27percent while 25percent had worked for a peribthetween 8 and 10years. Only 11 percent had
worked for a period of 3 years.

Table 4.5 Academic qualification

Level of education Frequency Percent
O-level 8 7
Certificate 20 18
Diploma 38 35
Degree 32 29
Masters 12 11
Total 110 100

Results in Table 4.4 above indicated that mosthef respondents had diploma level of education
comprising 35% while 29% had degree level of edanatl8% had certificate level of education, 11%

had masters degree level of education while 7%h&l/el qualifications.
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Table 4.6 Marital status of the respondents

Marital status Frequency percentage
Married 98 89

Not married 12 11

Total 110 110

Its clear from the findings in the table 4.6 thabsin(89%) of the respondents were married. It was

observed that marital status goes along with resipdities and demands.

4.4Factors influencing performance of savings andredit co-operative societies in Bomet County

The Purpose of this study was to investigate tloéofa influencing the performance of savings and
credit co-operative societies in Bomet County.

The respondents indicated that performance of tkespective SACCOs are influenced by management

competency, personnel, computerization, market editign and financial stability.

4.4.1 Influence of management competency on perfoance of SACCO.

This section inquired on the extent management etemgy influence performance of the Saccos.

Table 4:7 Influence of management competency on germance of SACCO.

Management competence frequency Percentage
Influences business growth 55 50
Encourages more members to join 33 30
Improves decision making 21 19

Has little impact 1 1

Total 110 100
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The result in table 4.7 above revealed that mgjasft the respondents did agree that management
competence influence performance of Saccos. Theescof 55%, 33%, 21% on management
competency supporting that it influences businessvth, encourages more members to join and

improve decision making while 1% showed that it lifle impact.

4.4.2 Influence of personnel on performance of Sags

In establishing whether personnel influence thefgoerance of SACCOs in Bomet County the
respondents were asked if they were in agreemetit thie statement that personnel improves
professionalism, link Board and members, recruitenaembers and give skilful services as these are

the main personnel roles.

Table 4.8Influence of personnel on performance ofégco

Personnel Frequency percentage
Improves professionalism 53 8

Link board and members 11 10
Recruit more members 18 16
Giveskilful services 31 28

Total 110 100

From these results, personnel in an organizatitay pmportant roles and thus influence the
performance of Saccos in many ways as indicatedveallny the respondents. Personnel improves

professionalism 48%, gives skilful services 28%mganembers 16% and link board and members.

4.4.3Influence of computerization on performance o$accos.
This section inquired on the extent of agreemertherinfluence of computerization on the perforneanc

of the Saccos.
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Table 4.9Extent computerization influence performare of Sacco

Influence of computerization on performance Frequency percentage
of Saccos

Improves efficiency 72 65
Reduces errors 13 12

Creates more confidence 16 15
Improves Sacco General Business 9 8

Total 110 100

Result revealed that computerization influence ghgformance of Saccos as the system serves in the
improvement of efficiency of services as was shiwyrscores of 65%, creates confidence 15%, reduces

errors 12% and improves the general Sacco busg¥%ss
4.4.4 Extent market competition influence performaie of Saccos.
This section sought to determine the extent mac&etpetition influence performance of Saccos. This

majorly discussed on the impact of competition fraiimer competitors.

Table 4.10Extent market competion influence perforrance of Saccos.

Influence of market competitors Frequency percentage

Performance of Saccos

Commercial banks 66 60
Micro finance institutions 30 27
Self help groups 4 4
Other Saccos 10 9
TOTAL 110 100
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It is evident from the response of majority of tlespondents that SACCO faces competition mainly
from commercial banks and micro-finance instituiaand therefore the management need to improve
on their marketing strategies to overcome the ehgk and also for them to be competitive and wén th

market share.

4.4.5 Influence of financial stability on performarce of SACCOs
The researcher inquired in this section the exthat respondentswould agree on the influence of

financial stability on the performance of SACCOs.

Table 4.11 Influence of financial stability on perbrmance of Sacco.

Influence of financial stability on performance of Frequency Percentage
SACCOs

Makes the Sacco meet her obligation 46 42
Members loan demand is attended to on time 37 34
Members’ confidence is built. 16 14
Experience less liquidity problem 11 10

Total 110 100

42 % of the respondents indicated that financiabiity makes SACCOs meet their obligations, 34%
agreed that members loan demand is met when tle® $&asound financially. It is therefore conclusive

that financial stability influence Sacco performame so many important ways.

4.5 Other activities or projects the Sacco investeid
This section of the study inquired on the extermt tinganization has invested in various projects or
activities and utilized a scale of 1-5 where 5\vgireat extent, 4 great extent, 3 moderate exgelit)e

extent and 1 no extent. Table 4.12 summarizestdenfys that were recorded.
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Table 4.120ther activities or projects the Sacco irested in

Projects or activities Frequency Percentage
Training and marketing 46 42
Product innovation 28 25

Modern technology (ATM, E-banking, computerization) 20 18

Other investment such as adverting, research and 16 15
development and management consulting

Total 110 100

Source: Researcher 2012.

Findings from Table 4.5 above showed that the argdion had invested majority in training and

marketing comprising of 42%, 25% was invested iadpct innovation while 18% was invested in

modern technology and only 15 percent in advedisesearch and development management. The

study further inquired on what other investmentjguts or activities the organization was planniag t

undertake. The respondents cited other projects asi@stablishing college, real estate and in\g#tin

information technology.

4. 5.1Sound SACCO performance evaluation criterion

This section inquired on the extent of agreementamous statements on sound SACCO performance

evaluation criterion. Likert scale of 1-5 where tfongly agree, 4 agree, 3 neutral, 2 disagree and 1

strongly disagree was utilized.
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Table 4.13 Sound SACCO performance evaluation criteon

Sound performance evaluation criterion Frequency Brcentage
It should consider all cash flows to determine tinee 24 22
profitability

It should provide for an objective and an ambiguaay of 21 19

separating good projects from bad projects

It should help ranking of projects according toith@me 19 17
profitability
It should recognize the fact that bigger cash floare 10 9

preferable to later ones.

It should help to choose among mutually exclusivggets 28 26
that maximizes the shareholders wealth.

It should be a criterion which is applicable to any 8 7

conceivable investment project independent of ather

Total 110 100

Results revealed that most respondents stronglgedgthat sound SACCO performance evaluation
criterion should help to choose among mutually esiele projects that maximizes the shareholders
wealth, it should consider all cash flows to deteenthe true profitability of the project, it shaul
provide for an objective and unambiguous way ofsafing good projects from bad projects, it should
help ranking of projects according to their truefpability and it should be a criterion which is

applicable to any conceivable investment projecithérs.
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4.5.2Importance of performance
This section inquired on the extent of agreemenvanous statement on SACCO performance. This
section used likert scale of 1-5 where 5 stronglyea, 4 agree, 3 neutral, 2 disagree and 1 strongly

disagree.

Table 4.14 Importance of SACCO performance

SACCO performance Frequency Percentage
It influencecustomers confidence and trust. 24 22
Attracts investors to save with the SACCO 18 16

It provides staff job security 20 18

It ensures health returns to the shareholders 18 6 1

It provides an indicator of sustainability 30 28

Total 110 100

Most respondents agreed that SACCO performancada®ihe SACCO sustainability in the long run,
it influence the customers confidence and tnusiyides staff job security and ensures goodmstto

the shareholders as was shown by the scores oflB28418%,16% and 28% respectively.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction
This section of research provides a discussionhenfindings of the research, the conclusions of the
study and the recommendations of the study whiclglsoto investigate the factors influencing the

performance of savings and credit co-operativeeti@s in Bomet County.

5.2 Summary

This section of this chapter confirms the stategeab. It gives the strength of each factor and the
perception of each respondent.

From the analysis in chapter four, the study fotirad most of the respondents were male comprising o
59 percent while 41percent were females. Furthenapority of the respondents were in middle level

management comprising 42 percent while 31 perceméw senior level management and 27 percent
were members.

In addition, most of the respondents had workedtayed in membership for a period between 5 and 7
years comprising of 27percent while25 percent hacked for a period of less than 3 years. Only 11
percent had worked for a period between 3 and Bsyaad 25 percent had worked for a period of 8 and
above 10 years. On education, most of the resptsded diploma level of education comprising of

38% while 30% had degree level of education, 13% datificate level of education, while 12 percent

had masters level and 7% had O level qualifications

From the analysis in chapter four it is evidenttthize performance of SACCOs depends on the

management competency, personnel, computerizatiarket competition as well as financial stability.
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The presence orabsence of long term investmentiafkeences the performance of the SACCO as
indicated by the respondents in the questionnaifé® response was high enough to enable the

generalization of the findings to cover for all tBRACCOs under study.

5.3 CONCLUSION

Considering the responses that were receivedptlmaving conclusion can be made:

5.4.1 Management competency

Most of the respondent indicated that the empldy&ieing influence the SACCO performance which
means that the SACCO performance is dependenturatdn and training of the staff, board members
and general membership. Education and trainingnsidered by the employees and the members of the
SACCO as critical in their performance as it woptdvide new information and skills which enhance

performance by the members.

5.4.2 Personnel

The majority of the respondents indicates thatéestp is a major factor in co-operative organarat
and management development. Saccos deserve vigionampetent, dynamic and professional
members of staff for their Success.

Continuous staff training need to be emphasizednaaidtained.

5.4.3 Computerization
On the area of computerization, most respondentsigly agreed that there is urgent need for all the
Saccos to adapt modern technology andin partia@darputerization of services for effectiveness and

efficiency. The Sacco management ought to idestifiyable hard and softwares based on their needs.
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5.4.4 Market competition of the study

The fourth objectives was to examine the extendwtich market competition influences the
performance of SACCOs. It was found out marketih@ACCO products and services, innovation and
branding of new products together with the adoptibthe modern technology plays key and significant

role in the importance of competitiveness of SACQOhe delivery of their services.

5.4.5 Financial stability

As Saccos enter into the competitive financial regrik is now becoming increasingly important for
them to address the critical marketing elements whih give them a competitive edge in the existing
market that has its rules and standards. Being fatdecially to efficiently and effectively servad

customers needs at the right time and to their@agtien is one of the most important aspects.

5.5 Recommendation for the study

The study provided a fertile ground to understdmafactors that influence the performance of SACCOs

in BometCounty. The conclusion made thereof pravide basis for these recommendations. The

management of these SACCOs should focus theirtatteto these as they provide a backbone for their

performances. It is therefore recommended thasainee factors should be considered and implemented

to improve the performance of these SACCOs.

5.5.1 Policy Recommendation
1. The management should provide training and edutdtiothe staff and committee members as well
as their general members so that they can impritne@r contributions and shares. The managemer
should also provide training on the areas of puldiations and marketing to enhance marketing

competitiveness and professionalism.
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2. The SACCO management should also invest majoritparertising, research and development anc
management consultancy for the continuous impromemietheir products and services.

3. Moreover there is need for the SACCO managemeBbmet County to improve Capital investment
decision and there is need to involve commitmendimfe amount of funds by the management

4. The management should encourage members to saweamthulate funds for long term investment.

5.5.2 Recommendation for further studies
From this study the following suggestions for fertistudies are made.
1. Similar studies should be carried out in other paftthe country focusing on factors influencing th
performance of savings and credit co-operativeetias.
2. There is need to look at other factors, including éffects that are emerging like HIV/AIDS has on
the performance of SACCOs.
3. A study is also required to look at the generaltanability of savings and credit co-operative

societies.
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APPENDICES

APPENDIX 1:
Questionnaire
Instructions: Tick where appropriate
Section A: Demographic Information
1. Name (Optional)........ooi i e e e e e e
2. Kindly indicate your gender
Male [ ] Female [ ]

3. Age
20-25 years [
26-30 years [ ]
31-35 years [
36-40 years [

Over 40 years [ ]
4. Marital status
Single [ ]
Married [ 1]
Separated [ ]
Divorced [ ]
Widow/widower [ ]
5. Position/Rank [ ]
Senior Level Management [ ]
Middle level Management [ ]
Member [ ]
6. How many years have you worked or been a membkéeiCompany?
Lessthan 3 years [ ]
3-5years [ ]
6 -7 years [ ]
8—-10vyears [ ]
Above 10 years [ ]
7. What's your highest academic qualification?
O-level [ ]
Certificate []

Diploma [ ]
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Degree [ ]
Masters [ ]
ANY OtNEI(SPECITY) vttt e e e e e e e e e e e e
Section B
8. To what extend has your SACCO invest in the folluyvprojects or activities? Use a scale of 1-5; wher
5 very great extent, 4 great extend, 3 moderatnex® little extent and 1 not extent.

1 2 3 4 5

Training and marketing

Product innovation

Modern technology (ATM, E-Banking,

computerization )

Other investment projects such as advertising,
research and development and management

consulting

9.What other investment projects or activitiesasitySACCO planning to undertake other than therameed

A OV

Section C
10. To what extent do you agree that managemenpetancy influence performance of your Sacco?

Use a scale of 1 — 5 where: 5 strongly agree, dead neutral, 2 disagree and 1 strongly disagree.

Management competency 1 2 3 4 5

Influences Business growth

Encourages more members to join

Improves decision making

Has little impact

11. Do you think that personnel in your Sacco iafice the performance of your Sacco?
Yes () No
If yes use a scale of 1 — 5 where 5 very greangxfiegreat extent, 3 moderate extent, 2 littlepikand 1 no

extent.

Personnel 1 2 3 4 5

Improves professionalism

Link the Board and the members

Recruit more customers

Gives skilful services.
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12. To what extent do you agree that computerimatiluence performance of your Sacco?
Use a scale of 1 — 5 where 5 very great extentedtgextent, 3 moderate extent, 2 little extent antb

extent.

computerization 1 2 3 4 5

Improves efficiency

Reduces errors

Creates more confidence

Improves Sacco general business

13. Do you agree that the following institutions gour Saccos competitors?
Use a scale of 1 — 5 where 5 very great extentedtgextent, 3 moderate extent, 2 little extent antb

extent.

market competitor 1 2 3 4 5

Commercial banks

Micro-finance Institutions

Self help groups

Other SACCOs

14. To what extent do you agree the following stegets on the influence of financial stability on
performance of your Sacco?
Use a scale of 1 — 5 where 5 very great extentedtgextent, 3 moderate extent, 2 little extent antb

extent.

Financial stability 1 2 3 4 5

Make the Sacco meet her obligation

Members loans demand is attended on time

Members confidence is built

Experience less liquidity problem

58



15. To what extend do you agree with the followst@tements on long-term investment decisions?

1 2 3 4 5

Capital investment decisions involve the largest

tangible investments of our organization

Effective and strategic capital investments ensure

greater competitiveness

Capital investment decisions influence the very

survival and prosperity of our organization

Ineffective and inefficient investments may resnlt

cash flow problems for the company

Section D
16. To what extend do the following factors infleerperformance in your organization? Use a sufale- 5

where 5 very great extent, 4 great extent, 3 moeerdent, 2 little extent and 1 no extent.

Management Competency

Personnel

Computerization

Market competition

Financial stability

Section E

17. To what extent do the following statements ounsl SACCO performance evaluation criterion? Use ¢
scale of 1-5 where 5 strongly agree, 4 agree, ale@ disagree and 1 strongly disagree.

1 2 3 14 |5

It should consider all cash flows to determine ttiae
profitability of the project

It should provide for an objective and unambiguowsy of
separating good projects from bad projects

It should help ranking of projects according to ithgue
profitability

It should recognize the fact that bigger cash flanespreferable
to smaller ones and early cash flows are prefeitaditer ones

It should help to choose among mutually exclusinggets that
project which maximizes the shareholders’ wealth

It should be a criterion which is applicable to amonceivable
investment project independent of others.
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Section F

18. Importance of performance
To what extent do you agree with the following staénts on importance of SACCO performance? Use

a scale of 1 -5 where 5 strongly agree, 4 agreeu®al, 2 disagree and 1 strongly disagree.

1 2 3 4 5

It influence customers confidence and trust

Attracts investors to save with the SACCO

It provides staff job security

It ensures healthy returns to the shareholders

It provides an indicator of sustainability

End
Thanks for your co-operation.
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APPENDIX 2
LETTER OF TRANSMITTAL
TO WHOM IT MAY CONCERN
Dear Sir/Madam,
RE: PERMISSION TO CARRY OUT RESEARCH IN YOUR SACCO
My name is JoseahKiprono Langat Reg. No. L50/62Z8%P2 of the University of Nairobi. | am

carrying out this research for the partial fulfitmt of the requirement for the award of Master dSA
degree in project planning and management of thedusity of Nairobi. My research shall be based on
the investigating the factors influencingperformarmaf savings and credit co-operative societies in
Bomet county.

The factors you are going to give is for acadenigppses and your identity and information will het
shared with anyone hence will be treated as contiiale Findings of the study shall upon request be
availed to you.

Thanks.

Yours faithfully,

JOSEAH KIPRONO LANGAT
OF THE UNIVERSITYOF NAIROBI
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ITEMCOST(KSHS)
Proposal typing printing

Photo copying

Travelling

Computer services

Binding

Miscellaneous
TOTAL

APPENDIX 3
BUDGET

14,000
,0@
20,000
09,0
8,000
10,000
Kshs 72,000
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APPENDIX 5

NUMBER OF REGISTERED SACCOS IN BOMET COUNTY

No of District

No of No of low Total no
performing(active) performing(dormant) of
SACCOs SACCOs SACCOs
BOMET 6 4 10
KONOIN 3 1 4
SOTIK 4 2
CHEPALUNGU 5 3 8
TOTAL 18 10 28
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APPENDIX 6:
Table for Determining Sample Size from a given papon

Population size Sample size
10 10
20 19
30 28
40 35
S0 44
60 52
70 59
80 66
90 73
100 80
150 108
200 132
250 162
300 169
400 196
1500 306
2000 322
3000 341
4000 351
5000 357
6000 361
7000 364
10000 370
20000 377
50000 381
100000 384

Source: R.V. Krejcie and D. Morgan (1990), determining smple size for research activities

Educational and psychological measurement.
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