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ABSTRACT 

The main purpose of this study was to establish factors influencing saving behaviour among 
coffee farmers in coffee cooperative societies in Kenya; a case of Manyatta Sub-county, Embu 
County. The study was guided by the following objectives; To determine how farmers income 
level influence saving behaviour among coffee farmers in coffee cooperative societies in 
Manyatta Sub-county; To establish how governance in coffee societies influence saving 
behaviour among coffee farmers in coffee cooperative societies in Manyatta Sub-county; To 
examine how farmers financial education influence saving behaviour among coffee farmers in 
coffee cooperative societies in Manyatta Sub-county and to establish how individual future 
expectations influence saving behaviour among coffee farmers in coffee cooperative societies in 
Manyatta Sub-county. The study embraced descriptive survey designed and target a population 
of 12,340 registered farmers in three coffee cooperatives and 44 employees. Based on the 
population size under consideration; 6,045 registered members(farmers) in Gakundu FCS the 
corresponding sample size are at least 357, New Kapingazi (1150) at 278 and Kibugu FCS ltd 
(5145) at 357, with a 95% confidence level and 5% percent margin of error. The study captured 
the entire population of employees which was 44.  Therefore, the study interviewed a total 
sample size of 1036 respondents. Stratified random sampling was used in this study to identify 
the participants as it gives everyone in the population an equal chance to be selected as part of 
the sample that was ultimately used. Data was collected using structured questionnaires and 
interview schedules and generated both qualitative and quantitative data. Quantitative data was 
coded and entered into Statistical Packages for Social Scientists (SPSS Version 21.0) and 
analysed using descriptive statistics. The study found out that individual future expectation 
influenced savings behaviour among coffee farmers in coffee cooperatives societies most with 
723(100%), followed by governance in coffee cooperatives 715(99%), then farmers financial 
education 707(98%) and lastly farmers income levels 679 (93%). The study concludes that most 
of the respondents saved one way or the other be it formal or informal. Their trust in financial 
institutions played a major role too in where they saved. Many of the respondents believed that 
their individual expectation, income level and financial literacy levels played a critical role 
towards their savings behaviour. The study recommends that there is a still need for coffee 
cooperatives continue providing financial literacy programs which can encourage the 
respondents to save. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background to the Study 

Savings has variously been noted as important component to developing a strong rural financial 

system (Gonzalez-Vega 2003). Its mobilization by peasant farmers in agriculture has been 

difficult because of peculiarities of the sector and the conditions of small scale farmers. 

Agriculture is characteristically risky and the transaction cost of providing financial services to 

these farmers by formal financial institutions has remained high. This has led to the exclusion of 

small scale farmers by formal financial institutions. Savings is important for accumulation of 

capital required to generate future income, enable future consumption and to provide mechanism 

for managing risks. 

Saving has a positive impact on the economy because funds that are placed in financial assets are 

then channelled through financial intermediaries to fund investments by firms. Subsequently, 

investments by firms will ultimately benefit the nation through higher productivity and economic 

growth. Furthermore, high savings can also hedge countries against economic downturns and 

financial crisis. One of the avenues to boost national saving is by encouraging individuals to 

increase personal saving (Davis & Hu, 2005). This can be achieved by implementing financial 

educational programs to increase individuals’ financial literacy, i.e. to heighten understanding of 

their own financial circumstances, enable them to make financial plans, and choose the most 

appropriate financial instrument that will help them achieve their financial goals (Jonubi & 

Abad, 2013) 

In the last decades, global inequality between the developed and the developing world has been 

the focus theme amongst scholars, newspapers, international organisations and celebrities in 

order to raise public awareness of this worldwide problem. The major gap between the income 

levels around the world and the increasing poverty rate have been the leading factors on global 

campaigns intended to half those figures. The benchmark of a daily income less than $2 per 

person is created in order to categorise the world’s poor people. In 2002, the World Bank 

announced that 2.5 billion people are living at this benchmark of $2 a day, which counts for two-
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fifths of the world population and 1.1 billion people of this category has to live on less than $1 a 

day (Collins et al. 2009)  

In recent years, economists, policy makers and governments in developing countries have 

recognised the increasing need to mobilize deposits, not only to boost domestic savings but also 

to spur and strengthen domestic financial institutions (Besley, 1995). This is informed by the fact 

that savings have long been alluded to as critical component of economic growth in any 

economy without which development is elusive. Indeed, savings have been assumed to have 

positive effects on economic growth, (Baharumshahet. Al 2003). The importance of savings in 

economic growth has been sustained from the classical times, where it’s factored as one of the 

critical determinants of growth. 

Globally, Coffee production is the mainstay of millions of people, the majority of who are found 

in the poorest countries of the world. Therefore, addressing the issue of equitable trading from 

lessons learnt in the past and considering the present and the future situations, throws a big 

challenge to all of us. For example, Kenya which is the origin of Arabica coffee producing the 

best Arabica in the world has 90% of its population living in the rural areas. Out of these, 36% 

live below the poverty line. The crisis facing the coffee industry has been characterized by 

massive over production, collapsing prices, deteriorating coffee quality, disease and above all the 

growing inequality in the coffee value-chain (United Nations Conference on Trade and 

Development (UNCTAD, 1999).  

Ten years ago, developing countries captured 30% of the value of the coffee market compared to 

only 10% of what they capture today. For example, in Kenya, coffee contributed on average 60% 

of foreign exchange earnings and did so until in the year 2002 when its contribution fell to a 

mere 25%. This rapid fall, brought about social and economic imbalances in more than 

3,000,000 smallholder Kenyan coffee farmers affecting their daily livelihoods (Karanja, 2002). 

For many of these coffee farmers, coffee meant not only money in their pockets but it also 

translated into ability to afford education, health care, food security and improved household 

standards of living.  

In West Africa countries like Nigeria the formal system provides services to about 35% of the 

economically active population, which implies that the remaining 65% are excluded from access 
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to such financial services (CBN, 2005). The disadvantaged 65% often rely on the informal 

financial sector, comprising non-government organizations (NGO)-micro finance institutions, 

moneylenders, friends, and relatives. Cooperatives are formed for various social-economic and 

cultural reasons and are founded on mutual trust and voluntarily involvement in the activities and 

affairs of the group. Traditionally cooperatives were formed as a form of social security, pooling 

together resources and fundamentally to solve marketing challenges. These reasons are premised 

a set of principles adopted by The International Cooperative Alliance (ICA) Commission of 1966 

which are vital for the running of a genuine cooperative society: Open and voluntary 

membership, democratic administration (one man, one vote), limited interest on share capital, 

payments of dividends and bonuses to members, promotion of education and cooperation with 

other cooperatives at local national and international levels. 

In 1965, the government of Kenya identified co-operatives as the channel through which the 

majority of Kenyans could participate in economic development, social integration and cultural 

practices. This was through the session paper number 10 of 1965 on African Socialism. 

Marketing co-operatives were formed by small scale cash crop growers like coffee farmers. Such 

were primary cooperatives owned and controlled directly by members (Mullins, 2000). A Co-

operative society is formed by people who come together mainly to provide convenient and 

efficient services to members. Mwaka (2017) indicated that amongst the formal financial service 

providers, Sacco’s are fairly popular with households for not only credit but also savings. Co-

operative is derived from the term co-operation. 

1.2 Statement of the Problem 

The importance of savings for economic development in Kenya needs no emphasis. It has, 

however, certain ramifications and implications. For instance, one of the main objectives of 

planned development in Kenya is to raise the income and consumption standards particularly of 

the poorer sections of the society. The needs of economic growth in terms of increased savings 

necessitates in the initial stages a rigorous restraint on the increase in consumption itself. 

Similarly, there are structural deficiencies and low capital stock particularly in the basic 

industries and infrastructure facilities. These require large amounts of capital investments 

especially in the high capital intensity areas (Boffa, 2003) 
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According to Burns (2000), coffee plays a crucial role in the livelihoods of millions of rural 

households across the developing world. In addition to the estimated 25 million small coffee 

farmers who depend directly upon coffee as their primary source of income, coffee contributes 

significantly to foreign exchange earnings and plays a leading role in determining opportunities 

for employment and infrastructure development in more than 50 developing countries. The 

breadth and intimacy of the relationship between coffee producers and a host of intermediary 

institutions along the coffee supply chain makes the sector of critical importance to sustainable 

development at the local, regional and global levels. Farmers need to improve their efficiency 

and innovation so as to increase their productivity. In order to do this, farmers need to build up 

capital stock on their farms from their own savings. This is because, not all farmers can get 

agricultural loans or credit from the lending institutions. This is even more so with respect to 

small- scale farmers. It is against this background this study establishes the factors influencing 

saving behaviour among coffee farmers in coffee cooperative societies in Kenya; a case of 

Manyatta Subcounty, Embu County. 

1.3 Purpose of the Study 

The main purpose of this study was to establish factors influencing saving behaviour among 

coffee farmers in coffee cooperative societies in Kenya; a case of Manyatta Sub-county, Embu 

County  

1.4 Objective of the Study 

The study was guided by the following objectives; 

i. To determine how farmer’s income level influence saving behaviour among coffee 

farmers in coffee cooperative societies in Manyatta Sub-county. 

ii. To establish how governance in coffee societies influence saving behaviour among coffee 

farmers in coffee cooperative societies in Manyatta Sub-county. 

iii. To examine how farmer’s financial education influence saving behaviour among coffee 

farmers in coffee cooperative societies in Manyatta Sub-county. 

iv. To establish how individual future expectations influence saving behaviour among coffee 

farmers in coffee cooperative societies in Manyatta Sub-county. 
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1.5 Research Questions 

The study focused on the following questions; 

i. How does farmer’s income level influence saving behaviour among coffee farmers in 

coffee cooperative societies in Manyatta Sub-county? 

ii. How does governance in coffee societies influence saving behaviour among coffee 

famers in coffee cooperative societies in Manyatta Sub-county? 

iii. How does farmer’s financial education influence saving behaviour among coffee farmers 

in coffee cooperative societies in Manyatta Sub-county? 

iv. How does individual future expectations influence saving behaviour among coffee 

farmers in coffee cooperative societies in Manyatta Sub-county? 

1.6 Significance of the Study 

This study may benefit growth and survival of the coffee cooperatives by enhancing financial 

accessibility to majority of Kenyans. It is expected that from the findings of the study, coffee 

cooperatives will be aware of the main issues that affect their growth and how the challenges can 

be addressed. The study may also benefit coffee farmers because the study provides important 

information on saving, governance, planning and financial education. The study may also benefit 

the government to come up with policies that assists to correct the situation or that complement 

the peoples’ efforts.  

1.7 Delimitation of the Study 

The study took place in Manyatta Subcounty, Embu County. Manyatta Subcounty had 14 

registered coffee cooperatives societies with a total of 39,504 registered members and 142 

employees. The study targeted only three coffee cooperatives societies namely; Gakundu 

Farmers’ Cooperative Society Ltd with a total population 6,045 registered members and 28 

employees;  

Kibugu Farmers’ Cooperative Society Ltd with a total population of 5,145registered members 

and 12 employees and finally New Kapingazi Farmers’ Cooperative Society Ltd with a total 

population of 1,150 registered members and 4 employees (Department of Agriculture 
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Cooeratives Section, Embu County, 2018). The study only investigated the following factors; 

farmers income level, governance, financial education and individual future expectation. 

1.8 Limitations of the Study 

Some respondents were not willing to freely offer information required for this study. This was 

delimited by assuring the participants of the confidentiality of their responses. The researcher 

overcame this by booking appointments with the respondents in advance before distributing the 

questionnaires as well as agreeing with them on the best time to get back the questionnaire. Also, 

the respondents targeted in this study were reluctant in giving information fearing that the 

information being sought might be used to intimidate them or print a negative image about them. 

The researcher handled this by carrying an introduction letter from the University to assure them 

that the information they gave were to be treated with confidentially and would be used purely 

for academic purposes.  

1.9 Assumption of the Study 

The study assumed that all the respondents were to answer all the questions as asked and 

honestly. It also assumed that some respondents were to be biased based on the questions. It also 

assumed that the relevant concerned authorities would give their full cooperation and that the 

gaps and challenges to be highlighted were to cause for review on plans and policies as well as 

the implementation process.  

1.10 Definition of Significant Terms 

Cooperative Societies: An autonomous association of persons united voluntarily to meet their 

common economic, social, and cultural needs and aspirations through a jointly-owned 

and democratically-controlled enterprise. 

Financial Education: ability to use knowledge and skills to manage financial resources 

effectively for a lifetime of financial well-being 

Future Expectation: The act or state of expecting or looking forward to an event as about to 

happen. 

Governance: is how society or groups within it, organize to make decisions. 

https://en.wikipedia.org/wiki/Autonomy
https://en.wikipedia.org/wiki/Democracy
https://en.wiktionary.org/wiki/Enterprise
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Income Level: The flow of cash or cash-equivalents received from work (wage or salary), 

capital (interest or profit) 

Savings Behaviour: The share of disposable income not spent on consumption of consumer 

goods but accumulated or invested straight in capital equipment or in paying off a home 

mortgage, or not directly throughout purchase of securities.  

1.10 Organization of the Study 

The study consists of five chapters. Chapter One covers the background of the study, statement 

of the problem and purpose of the study. This is followed by the research objectives, research 

questions, justification of the study, limitations of the study, delimitations of the study, 

significance of the study, definition of significant terms and concludes with the organization of 

the study. Chapter Two covers the literature review from various sources to establish work done 

by other researchers, their findings, conclusions and identification of knowledge gaps which 

forms the basis of setting objectives and research questions of the study. The theoretical and 

conceptual frameworks are also explained.  

Chapter Three covers the research design, target population of the study, sample size and 

sampling procedures. This is followed by data collection procedures, data collection instruments, 

validity of the instruments, reliability of instruments, data analysis techniques, ethical 

considerations and concludes with operational definition of variables. Chapter four covers the 

findings from data analysis, presentation of findings and interpretation of findings. It concludes 

with the summary of the chapter. Chapter five covers the summary of findings, discussions, 

conclusions and recommendations of the study. It concludes with suggested areas for further 

research and contribution to the body of knowledge. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter covers relevant literature on the factors influencing saving behaviour among coffee 

farmers in coffee cooperative societies in Kenya. The chapter also offers theoretical review, 

empirical review, theoretical framework and conceptual frameworks on which the study is based. 

2.2 Global Review of Saving Behaviour Among Coffee Farmers 

Coffee is one of the world's most popular beverages and 80% of it is produced by 25 million 

smallholders. Around 125 million people worldwide depend on coffee for their livelihoods. It is 

the most valuable and widely traded tropical agricultural product and is mainly produced by 

smallholder farmers. Many of them however are unable to earn a reliable living from the coffee 

they produce. Coffee is well known for being a boom and bust commodity. Global coffee 

production varies from year to year according to weather conditions, disease and other factors, 

resulting in a coffee market that is inherently unstable and characterised by wide fluctuations in 

price. This price volatility has significant consequences for those who depend on coffee for their 

livelihood, making it difficult for growers to predict their income for the coming season and 

budget for their household and farming needs.  

According to FAO (1995) savings are resources which one decides to put aside for investment 

purposes and not for luxury. What people save, avoiding to consume all their income, is called 

"personal savings". These savings can remain on the bank accounts for future use or be actively 

invested in houses, real estate, bonds, shares and other financial instruments. A study by EFINA 

(2011) found both savers and non-savers agreeing that personal savings plays an important role 

in people’s lives. Savings ensures the continuity of a business as it provides fresh funds to grow 

the business. It helps in the attainment of set goals, and at the same time encourages financial 

discipline. Savings also act as a means of insurance, so that emergencies can be dealt with as 

they arise. 

The rural household’s decision to consume present or in the future is influenced by the current or 

permanent income. The significance of ‘incentives’ as a determinant of savings is that although 
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there has been a long footing fright about the effects of the level of per family income upon 

proportion of income that is saved, there has been no comparable concern about the effect of 

variation in the relative prices of new income streams upon savings and investment. The saving 

can be most often determined by the demographic features like the sex ratio, the age distribution, 

and the rate of dependant population. 

Agrawal et.al (2007) discussed about the individual country analysis of the savings behaviour in 

five main South Asian countries, namely India, Pakistan, Bangladesh, Sri Lanka and Nepal, 

using modern time series procedures. They studied the impact of the real interest rate on savings 

to be minor and inconclusive in direction. The savings rate in South Asia lies in the low to 

medium range and is comparatively lower than in some other developing countries, particularly 

China and in countries of East/ South East Asia where the savings rates are in the range of 30 to 

40 %. Savings Rate, Real Income per Capital and Growth Rate, Demographics, Foreign Savings 

as Share of GDP, Share of Agriculture in GDP, Financial variables and Savings Rate, Bank 

Branch Density, Financial Sector Development, Real Interest Rates, Inflation Rate, are the 

following determinants of saving revealed by the study 

Chandra and Long (2003) examined the determinants of household saving in the process of 

economic development, in the beam of the Taiwanese experience for the duration of the period 

1952–99. They found that the household saving rate rises with both the intensity and the rate of 

augment of household disposable income and that the real deposit rate has a significant 

affirmative impact on saving. Public saving, they revealed seems to throng out private saving, 

but less than proportionately and that while both old- and young-dependency in population have 

a off-putting impact on the saving rate, the level of the impact of the former is far greater than 

with the intention of the latter. As a final point, they concluded that improved accessibility of 

social security provisions and improved credit availability in addition appear to cut saving. 

Nga (2007) examined a general idea of household saving in South Africa intended for the phase 

1983 to 2003. She identifies the main factors responsible for the lack of a commitment to saving 

which are particularly relevant in the case of poor households. The major factors are: lack of 

income (due to unemployment), inadequate income, over-consumption (due to obvious 
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consumption, procedural rationality and the bandwagon effect) and market failures, such as 

unfinished or even no information, lack of financial literacy, cultural and political factors.  

Komicha (2007) examined to understand and explain farm household economic behaviour with 

reference to saving, credit and production efficiency under imperfect financial market conditions 

based on data obtained from farm household survey conducted in two districts of south-eastern 

Ethiopia from September 2004 to January 2005. Data was analyzed using stochastic frontier 

analysis and limited dependent variable econometric tools where farm household saving 

behaviour and its determinants were studied. Factors like the interest rate, loan processing time, 

type of loan, credit information and loan size, significantly affected this borrowing behaviour of 

the farm households.  

The study used farm household survey data collected using structured questionnaire, which 

covered crop and livestock production, off-farm and non-farm activities, income, consumption, 

saving and borrowing activities of the farm households. The farm households were randomly 

selected from six Farmers Associations (FAs),based on agro-ecological zones of the two districts 

– four from Merti and two from Adamitullu-Jido-Kombolcha. As evident in this Article, about 

62% of the farm households had savings in financial and physical assets but almost all farm 

households (about 90%) had savings held informally. This was explained more by problems of 

incentives and opportunities to save than by their ability to save. It suggested that financial 

institutions with easy access, low transaction costs, higher real returns on savings and convenient 

withdrawal of savings may provide incentives for those who hold financial savings informally to 

channel their savings into the formal institutions. 

2.3 Coffee Production in Kenya  

Coffee is one of the major key players in the agricultural sector in Kenya, employing many 

people andcontributed about 5% of export revenues in 2003. The crop was the first major export 

in Kenya and has remained an important part of the Kenyan economy throughout its history. Its 

farming is mainly done by small-scale farmers organized into co-operative societies who account 

for 60% while 40% is done by large scale farmers at plantation or estates level. (Nyangito, 

2005). 
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 Kenya coffee is worldly known for its high quality that makes it ideal among other brands. It is 

arguably the best coffee in the world and always fetches high premium prices in the world 

market. Coffee was the leading export crop and foreign exchange earner in Kenya from 1963 up 

to 1988. Between 1975 and 1986, it contributed over 40% of the total Kenyan exports value. It 

earned about KShs.107 billion, which was about 10% of agriculture’s share of GDP between 

1987/88 and 1997/98. (Republic of Kenya 1998). 

According to the Kenya Economic Survey (2013) coffee exports account for approximately five 

percent of all exports from Kenya. In addition, the coffee industry, due to its forward and 

backward linkages, directly and indirectly benefits about six million people in the country. In 

terms of production, Kenya grows mainly the Arabica variety. The predominant commercial 

cultivars are the SL28, SL34, K7 and Ruiru ll. Pockets of the Blue mountain and French mission 

however still exists in the older establishments. A new variety, Batian, that was released by the 

Coffee Research Foundation of Kenya (CRFK) in 2011 is also being promoted.  

Kenya’s coffee is characterized by a dual production system comprising of co-operative 

societies, which service most of the small-scale farmers and the large-scale coffee estates. The 

cooperative societies process their coffee through their factories, serve as the custodians of the 

coffee for their members and are supposed to benefit individual members through economies of 

scale. Each cooperative owns and manages one or more wet-processing factories. According to 

the CBK, estimates there are currently over 700,000 small holders who produce on individual 

plots of less than 2 hectares and market their coffee through 450 active Co-operative Societies. 

Within the large-scale sub sector, there are 3,300 small to medium estates with farm sizes 

ranging from 5 to 10 hectares and about 100 large estates with sizes of between 10 hectares and 

over 200 acres. On average, smallholders (co-operatives) produce about 56% of Kenya‟s coffee 

while 44% of the production is under the estates sub-sector. 

This is a shift from a decade ago when smallholders were producing about 66% of the total 

production (see table 2.1). 
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Table 2.1 Table Coffee Production in Kenya 

Year Estates 
production 

(Metric tons) 

Small holder 
production  

(Metric tons) 

Total  

(Metric tons) 

Hectares Productivity 

(kgs/ ha) 

2003/2004 18,473.0 29,958.0 48,431.0 170,000 284.89 

2004/2005 20,745.0 24,500.0 45,245.0 170,000 266.15 

2005/2006 21,975.0 26,860.0 48,835.0 170,000 287.26 

2006/2007 23,850.0 29,150.0 53,000.0 170,000 311.76 

2007/2008 18,900.0 23,100.0 42,000.0 170,000 247.06 

2008/2009 25,650.0 32,350.0 58,000.0 170,000 341.18 

2009/2010 19,720.0 22,280.0 42,000.0 108,784 386.08 

2010/2011 16,690.0 19,630.0 36,320.0 108,784 333.87 

2011/2012 25,001.0 31,256.0 56,257.0 109,795 512.38 

2012/2013 13,773.0 26,092.0 39,865.0 109,795 363.09 

2013/2014 16,805.0 32,652.0 49,457.0 110,000 449.61 

2014/2015 14,808.0 27,230.0 42,038.0 113,000 372.01 

2015/2016 15,267.0 30,758.0 46,025.0 113,000 407.30 

Source: CBK Statistics (Various) 

In 2007 coffee was the second highest contributor to the agricultural sector and the fourth foreign 

exchange earner to the economy after tourism, tea and horticulture respectively. Coffee has 

contributed immensely to the Kenyan economy due to its contribution to foreign exchange 

earnings, farm incomes, and employment. The crop has also led to foundation of many other 

economic development activities in coffee growing areas of the country (Republic of Kenya, 

1995).More than 65% of Kenyans living in the rural areas derivetheir livelihoods from farming 
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and related activities. With a contribution of 24% of GDP directly and another 27% indirectly, 

agriculture is the main productive sector upon which the success of Vision 2030 is anchored. The 

sector also remains critical to the attainment of the 10% economic growth the country is 

targeting from the year 2009 to 2030 (Republic of Kenya, 2008). 

2.4 Farmers income level and saving behaviour among coffee farmers 

According to Lusardi and Browning (1996) the distribution of saving across income groups shows a 

very strong positive relationship between income and saving. In particular, a large proportion of 

total saving is due to families in the top part of the income distribution.” This is supported too by 

Avery and Kennickell (1991), an overwhelming proportion of total saving is due to top income 

decile of families. The same finding is reproduced in Bosworth, Burtles & Sabelhaus (1991) 

where they find that saving is usually negative for the first and second income quintile and 

highest in the top quintile. The aforementioned studies show that income is positively related to 

individual saving, simply because people have or should have more money to save. So they may 

be able to save more, or at least have some saving. A rising income will often be accompanied by 

increased saving, and a falling income by decreased saving, on a greater scale at first than 

subsequently. Increases in current income increase both consumption and saving. Because the 

marginal propensity to consume the fraction of additional income consumed is less than 1. 

Higher expected future income raises current consumption even at the same current income 

level, so current saving declines (Modigliani & Brumberg, 1954).  

Katona (2008) states that the effects of income on savings decisions can be summarized into 3 

different hypotheses. Hypothesis I: A decline in income will tend to lead to a reduction in the 

amounts saved or to a change from saving to dissaving. This will be the case particularly if those 

whose income declined are optimistic (consider the decline in their income temporary).  

Hypothesis 2: An increase in income, and especially a large increase, may result in a reduction of 

the amounts saved or even in a change from saving to dissaving. In place of a smooth adjustment 

to the new income level, such behavior may occur especially if people believe that their financial 

situation improved permanently or if they anticipate further income increases 

Hypothesis 3: Expected income declines will tend to increase the amounts saved, irrespective of 

past income changes. These hypotheses have the advantage of linking the analysis of the 
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consumption function with business cycle theory. This means, however, that they must be tested 

at different phases of the cycle, so that the conditions under which they are valid may be 

determined. 

2.5 Governance in Coffee Cooperatives and Saving Behaviour Among Coffee Farmers 

Cooperative governance can be viewed in terms of the management committee who are elected 

members of the cooperative society and the cooperative manager who is an employee of the 

cooperative society and not necessarily a member of the cooperative society. The Management 

Committee is the highest elected executive institution in a cooperative enterprise. Members of 

the cooperative society are eligible for election into the management committee which acts on 

behalf of the members. 

 These factory farmers’ representatives form the cooperative society management committee 

which manages the affairs of the society on behalf of the members. Everything done in the 

cooperative must be approved by the management committee (Koopmans, 2006). The 

management committee ensures that decisions taken can in fact be executed. The Management 

committee must guarantee a close correlation between theory and practice, between decision and 

execution. It is always good management policy to view every decision action in the context of 

the total activities of the enterprise, present and future. In this case, the management committee 

must seek to discover the correlation between current actions and their future consequences 

(Hussi, Murphy, Lindberg & Brenneman, 1993). 

The cooperative Manager is a paid officer in the enterprise (Kegonde, 2005). Most farmers have 

become more business-minded as their own farm operations grow. They give more attention to 

their cooperative’s management. They employ managers with more training and expect them to 

improve their knowledge and skills. Also, a growing number of cooperative managers seek to 

become more proficient in managing the affairs of their cooperatives (Porvali, 1993).  

Public concern about food safety, pollution control, health and the environment, monopoly, 

standardization procedures and related issues focuses attention on the competence, integrity, and 

behavior of cooperative managers. As a result, cooperatives are becoming more aware of the 

need to indemnify cooperative managers who are subject to increased legal exposure. The 

growing impact of world markets, even on the individual family operation, is changing the 
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management perspective from the local cooperative level. The local is being viewed less and less 

as an independent entity and more and more as part of a system (Lindberg, 1993). Poor 

governance and inefficiencies in cooperatives result in delays in supplying inputs to farmers, 

credit processing and payment to farmers for their produce. 

 High costs of fertilizer and pesticides has, in some cases, forced the farmers to reduce 

application of these inputs, resulting in delivery of low quality cherries and substantial loss of 

small cherries during pulping stage in processing. The farmers get their earnings once a year, 

making it difficult for them to meet periodic expenses they incur both at the farm and at personal 

levels. In addition, there is still tight regulation in today’s Kenyan coffee sector. The regulations 

not only all require smallholders to process their coffee through a cooperative, but prohibit direct 

purchase from farmers. Farmers also have limited information on the coffee market and existing 

member associations are structurally weak to act as feedback mechanism to farmers (Chege, 

2012). 

2.6 Farmers financial education andsaving behaviour among coffee farmers 

It is hypothesized that education level has a positive impact on individual saving. Higher 

education levels imply that people have a better understanding of their personal financial matters, 

so they will be better able to make financial decisions and have more ability to plan for their 

future. There is evidence to show that more educated people can manage their money in terms of 

insuring, investing, saving and budgeting (Hogarth & Hilgert, 2002). 

Results of a study by Lusardi and Mitchell (2007) show that people with a low level of 

education, females, African-Americans and Hispanics, demonstrate low levels of financial 

literacy, which subsequently affect financial decision-making. Results of the study found that 

these groups of respondents fail to plan properly for their retirement period, have less 

participation in the stock market, and have poor borrowing behavior, possibly due to lack of 

knowledge in basic financial concepts. Another study conducted on financial literacy of 

Malaysian degree students, explored student’s background, financial attitude and knowledge 

(Ibrahim, Harun, &Isz, 2010). The study found that most of the students required more proper 

practice on money management skills.  
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Chen and Volpe (1998) examined financial literacy amongst more than 900 students in 14 

American universities. By linking the scores to individuals’ socioeconomic and demographic 

attributes, results showed that young females with non-business majors and little work 

experience have very low degrees of financial literacy. In a survey of an Australian regional 

university, most of the participating students scored well for financial literacy and knowledge. 

Business students scored better in comparison with other majors (Delpachitra& Beal, 2010). 

From the above literature, it can be clearly seen that there is a strong correlation between one’s 

education level and their financial decision-making capabilities. It seems the higher one goes 

academically the better their financial decision-making skills. 

2.7 Individual future expectations and saving behaviour among coffee farmers 

According to Keynes (1937) people save for the following reasons to build up a reserve against 

unforeseen contingencies, to provide for an anticipated future relationship between the income 

and the needs of the individual, to enjoy interest and appreciation, to enjoy gradually increasing 

expenditure, to enjoy a sense of independence, bequeath a fortune, to satisfy pure miserliness and 

to accumulated deposits to buy houses, cars and other durables which is the most common. 

Saving money is rooted in the psychological need and desire to be financially stable and having 

the ability to purchase and fulfil one’s needs or desires. The security that accompanies saving is 

one of the motivational principles of behind saving money for the things one wants and needs. 

Various reasons for saving money motivate individuals to make certain that money is budgeted 

accordingly, and savings are kept earmarked for use later.  

Home ownership is one of the motivations for saving money stemming from the desire to 

become a homeowner. The cost associated with purchasing a home is usually high; requiring you 

to save to help ensure home ownership can become a reality. The down payment required to 

purchase a home can run to more than 20% of the selling price which in some cases is usually 

high. (Porpiglia, Martha, &Ziegelmeyer, 2017). Another reason is usually retirement. The desire 

to retire with enough money saved up is a motivation for many people's savings. You need to 

save money to ensure that once you stop working, you will have enough money in the bank or in 

investments to fund your lifestyle for the rest of your life. Many people are motivated to save 

money for retirement so that they can afford the things they both want and need (Luu, Lowe, 

Butler & Byrne, 2017).  Travel and luxury are motivations for some people. Motivation for 
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saving comes because they want nice things. Not everyone craves luxury items or travel. 

However, for those who enjoy such things, saving money may be a necessity. Planning for a big 

trip or a large purchase, such as a boat or car, can provide the motivation one needs to be 

disciplined in terms of saving money (Freshman & Clingen, 2017)  

Older parents demonstrate a strong desire to help their children and grandchildren through 

important or difficult transitions to "build or rebuild secure lives and futures". Those with young 

children are motivated by the prospect of that child eventually going off to college. The rising 

cost of a college education drives people to save money so that a child can attend college without 

having to worry about finances. Some parents also are motivated to save for other things for their 

children such as a car, braces, a wedding or helping grown children buy a home. (Ploeg, 

Campbell, Denton, Joshi & Davies, 2004) Unexpected events and situations can arise at any 

time. Situations such a as a job loss, sickness, long-term illness and even economic issues can all 

cause a financial shift. Having a healthy savings account at the ready can help you get through 

challenging financial situations and health situations (Smith, 1999). 

2.8 Theoretical Framework 

Saving decisions are at the heart of both short- and long-run macroeconomic analysis (as well as 

much of microeconomics). In the short run, spending dynamics are of central importance for 

business cycle analysis and the management of monetary policy. And in the long run, aggregate 

saving determines the size of the aggregate capital stock, with consequences for wages, interest 

rates, and the standard of living. Aggregate savings for an economy is a predominant component. 

The problem of savings behaviour can be taken up both at the micro and macro level. The 

following two of the approaches are now well established by the Relative Income Hypothesis by 

Duesenberry (1949), the Permanent Income Hypothesis by Friedman (1957) and the Life Cycle 

Hypothesis by Ando and Modigliani (1963). These main theories that currently exist on the 

determinants of savings behaviour can be explained as: 

2.8.1 The Life-Cycle Hypothesis (LCH) 

This is an economic theory that pertains to the spending and saving habits of people over the 

course of a lifetime. The concept was developed by Franco Modigliani and his student Richard 

Brumberg. LCH presumes that individual’s base consumption on a constant percentage of their 
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anticipated life income. An example supporting the hypothesis is that people save for retirement 

while they are earning a regular income (rather than spending it all when it is earned). This 

simple theory leads to important and non-obvious predictions about the economy as a whole, that 

national saving depends on the rate of growth of national income, not its level, and that the level 

of wealth in the economy bears a simple relation to the length of the retirement span. The life-

cycle hypothesis remains an essential part of economists’ thinking.  

With population growth, there are more young people than old, more people are saving than are 

dissaving, so that the total dissaving of the old will be less than the total saving of the young, and 

there will be net positive saving. If incomes are growing, the young will be saving on a larger 

scale than the old are dissaving so that economic growth, like population growth, causes positive 

saving, and the faster the growth, the higher the saving rate. In fact, it doesn’t much matter 

whether it is population growth or growth in per capita incomes, what matters for saving is 

simply the rate of growth of total income. The relationship between saving and the age-structure 

of the population is also a current topic of debate. Cross-country regressions regularly find that 

aggregate saving rates are lower when the population share of the elderly is high and when the 

population share of children is high, predictions that are in accord with the life-cycle theory if 

saving takes place in middle-age when earnings are high, after the child-rearing ages, but prior to 

retirement. 

2.9 Conceptual Framework 

An operational framework is a brief explanation of the relationships between the variables 

identified for study in the statement of the problem, objectives and research questions. In this 

research, the operational framework was the concise description of the phenomenon under study 

accompanied by visual depiction of the variables under study (Mugenda&Mugenda 2008). The 

figure is the diagrammatic representation of the relationship between the independent and the 

dependent variables. The arrows indicate the direction of influence and thus showing the 

independent variables influence the dependent variable. 
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Figure 2. 1: Conceptual Framework                                    

2.10 Summary and Research Gap 

Agrawal et.al (2007) discussed about the individual country analysis of the savings behaviour in 

five main South Asian countries, namely India, Pakistan, Bangladesh, Sri Lanka and Nepal, 

using modern time series procedures. They studied the impact of the real interest rate on savings 

to be minor and inconclusive in direction.  The savings rate in South Asia lies in the low to 

medium range and is comparatively lower than in some other developing countries, particularly 
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China and in countries of East/ South East Asia where the savings rates are in the range of 30 to 

40 %. Savings Rate, Real Income per Capital and Growth Rate, Demographics, Foreign Savings 

as Share of GDP, Share of Agriculture in GDP, Financial variables and Savings Rate, Bank 

Branch Density, Financial Sector Development, Real Interest Rates, Inflation Rate, are the 

following determinants of saving revealed by the study. 

Nga (2007) examined a general idea of household saving in South Africa intended for the phase 

1983 to 2003. She identifies the main factors responsible for the lack of a commitment to saving 

which are particularly relevant in the case of poor households. The major factors are: lack of 

income (due to unemployment), inadequate income, over-consumption (due to obvious 

consumption, procedural rationality and the bandwagon effect) and market failures, such as 

unfinished or even no information, lack of financial literacy, cultural and political factors. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

This chapter describes the research methodology adopted. This involves the identification and 

selection of the most appropriate approach. The process includes a description of the population 

to be studied, the sample size and a description of how data is collected and analysed. Finally, 

the researcher gives a summary of the entire process, from the introduction to the final stage of 

data analysis. 

3.2 Research Design 

Kombo (2006) defines research design as the scheme, outline or plan that is used to generate 

answers to research problems. It is an arrangement of conditions of data collection and analysis. 

The study embraces descriptive survey designed to assess the nature and development factors 

influencing saving behaviour among coffee farmers in coffee cooperative societies in Kenya; a 

case of Manyatta subcounty. Descriptive research studies are designed to obtain pertinent and 

precise information concerning the current status of a phenomenon and wherever possible to 

draw a valid general conclusion from the facts discovered (Gay, 1992; Kombo & Tromp, 2006). 

3.3 Target Population 

Thornhill, (2009) defines population as a total set of elements about which some inferences may 

be drawn after a scientific inquiry. In this case, population elements refer to the subjects. The 

study targeted a population of 12,340 registered farmers in three coffee cooperatives and 44 

employees. 

Table 3. 1: Target Population 

Coffee Cooperative Societies  Farmers Employees 

Gakundu FCS ltd 6,045 28 

New Kapingazi FCS ltd 1,150 4 

Kibugu FCS ltd 5,145 12 
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Total  12,340 44 

Source; Department of Agriculture, Cooperatives Section, Embu County,2018 

3.4 Sample Size and Sampling Procedures 

The section describes the sample size and the sampling procedures the study adopted. 

3.4.1 Sample Size 

A sample is a smaller group or sub-group obtained from the accessible population (Mugenda and 

Mugenda, 2008).  The study was guided by the Krejcie and Morgan (1970) sample size table. 

Based on the population size under consideration; 6045 registered members(farmers) in Gakundu 

FCS Ltd the corresponding sample size was at least 357, New Kapingazi(1150) at 278 and  

Kibugu FCS ltd(5145) at 357, with a 95% confidence level and 5% percent margin of error. The 

study captured the entire population of employees which 44. Therefore, the study interviewed a 

total sample size of 1036 respondents. 

Table 3. 2: Sample Size 

Coffee Cooperative 

Societies  

Target 

Population(Members) 

Sample size by Kraejcie and 

Morgan Table (Members) 

Gakundu  FCS ltd 6045 357 

New Kapingazi FCS 

ltd 

1150 278 

Kibugu FCS ltd 5145 357 

Total  12,340 992 

Source; Department of Agriculture Cooperatives Section Embu County,2018 

3.4.2 Sampling Procedures 

Sampling procedures involve defining the sampling techniques, the population, and the 

instrumentation and procedures used to obtain the data (Powell &Connaway 2004). Stratified 

random sampling was used in this study to identify the participants as it gives everyone in the 

population an equal chance to be selected as part of the sample that was ultimately used. 

Stratified random sampling is a technique whereby a population is divided into mutually 
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exclusive groups called strata and then a simple random or systematic sample is selected from 

each group or stratum (Johnson & Christensen 2004). 

3.5 Data Collection Instruments 

Data was collected using structured questionnaires. Structured questionnaires refer to questions 

which are accompanied by a list of all possible alternatives from which the respondents select the 

answer that best describe their situation, (Mugenda & Mugenda, 2018). Structured questions are 

easier to analyse since they are in the immediate usable form (Orodho & Kombo, 2002). 

Questionnaires were administered to the respondent to complete the questions themselves, the 

questionnaires were hand delivered. Secondary data was collected through reviews of both 

empirical and theoretical data from books, journals, magazine and the internet.  

3.5.1 Validity of the Instruments 

According to Komp and Tromp (2009), validity of a test is a measure of how well a test 

measures what it is supposed to measure. To ascertain the validity of the research instruments, 

the researcher made sure that the questionnaire and the interview guides covered the breadth of 

the content area and that they were completely aligned to the objectives of the study. The 

researcher also had the questionnaires and the interview guides reviewed by research supervisors 

who were experts in the area of study. Their suggestions and recommendations were 

incorporated in the draft instruments to enhance content validity.  

3.5.2 Reliability of the Instrument 

Copper and Schindler (2012) defines reliability as the accuracy and precision of a measurement 

procedure.  It measures the degree to which a research instrument gives consistent results. The 

researcher was to use Cronbach to determine reliability, according to Seifer, (2012) a construct 

composite reliability co-efficient (Cronbach alpha) of 0.6 or above, for all the constructs, was 

considered adequate for this study.  

3.6 Data Collection Procedures 

The researcher obtained the introduction letter from the University after that, the research permit 

was sought from the National Council for Science and Technology to go to the field for data 

collection.  The department of the Agriculture and Cooperatives Embu county was informed on 
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the same seeking to give a letter of consent before commencing the research. The researcher 

made prior arrangements with the administrators of the selected participants to establish a 

working relationship with them so that the instruments be administered in the researcher’s 

presence. The sample participants were visited, and the questionnaires administered to the 

respondents mentioned in the sampling procedure. The respondents were assured of maintenance 

strict confidentiality. After completion of the test, the researcher collected the questionnaires to 

maximize the return rate of the instrument. 

3.7 Data Processing and analysis. 

Data analysis is the whole process, which starts immediately after data collection and ends at the 

point of interpretation and processing data, (Cresswell, 2015). Therefore, before processing the 

responses, the completed questionnaires and interview schedules were edited for completeness 

and consistency. The study generated both qualitative and quantitative data. Quantitative data 

was coded and entered into Statistical Packages for Social Scientists (SPSS Version 21.0) and 

analyzed using descriptive statistics. Qualitative data was analysed based on the content of the 

responses. Responses with common themes or patterns were grouped together into coherent 

categories.  Descriptive statistics involved the use of absolute and relative (percentages) 

frequencies and Quantitative data was presented in tables and explanation presented in prose.   

3.8 Ethical Consideration 

The study was professionally done with the respondents duly informed of their rights including 

voluntary participation in the study. Consent was sought from authorities before gaining access 

to data collection sites in company. For the purpose of this study, approval was sought from the 

University and a letter granted to allow the researcher to carry out the research. The findings of 

this study were not doctored to fit any pre-conceived ends. 

3.9 Operational Definition of Variables 

Table 3. 3:  Operational Definition of Variables  
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Objectives Type of Variable Indicator Measuring of 
Indicators 

Tools of 
analysis 

To determine how farmers income level influence 

saving behaviour among coffee farmers in coffee 

cooperative societies in Manyatta Sub-county. 

Independent farmers 

income level  

Positive coffee 
cashflow  
Profitability  
Satisfaction income 
level  
 

Percentages 
Mean score 

To establish how governance in coffee societies 

influence saving behaviour among coffee farmers 

in coffee cooperative societies in Manyatta Sub-

county. 

Independent governance in 

coffee 

societies  

Management in 

cooperatives 

Leadership 

Trust in financial 

institutions 

Percentages 
Mean score 

To examine how farmers financial education 

influence saving behaviour among coffee farmers 

in coffee cooperative societies in Manyatta Sub-

county. 

Independent farmers 

financial 

education  

Benefits of savings 
Debt management 
Book keeping 

 

Percentages 
Mean score 

To establish howindividual future expectations 

influence saving behaviour among coffee farmers 

in coffee cooperative societies in Manyatta Sub-

county. 

Independent individual 
future 
expectations 

Land ownership 

Size of the Land  

Home ownership 

 
 

Percentages 
Mean score 
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CHAPTER FOUR 

DATA ANALYSIS, PRESENTATION AND INTERPRETATION 

4.1 Introduction 

This chapter present the analysis, presentation and interpretation of the findings of the study. The 

purpose of this study was to investigate factors influencing saving behaviour among coffee 

farmers in coffee cooperative societies in Kenya; a case of Manyatta Subcounty, Embu County. 

A descriptive analysis of the general information is first presented. The rest of the chapter is 

thematically presented based on the research objectives and research questions  

4.2 Demographic Information 

The general information presented in this section includes gender, age, level of education and 

years in coffee business  

4.2.1 Response Rate 

The study targeted a total sample size of 1036 respondents (44 employees and 992farmers), from 

that sample size 764 respondents (41 employees and 723 coffee farmers) submitted the 

questionnaires making a response rate of 74%. The results are presented in Table 4.1  

Table 4. 1: Questionnaire Return Rate 

Categories Sample size   Returned  Not returned  Percentage Return Rate  

Employees  44 41 3 93 

Coffee Farmers  992 723 269 73 

Total  1036 764 281 74 

The finding in Table 4.1 indicate 764 (74%) response rate was good and representative and 

conforms to Mugenda and Mugenda (2003) stipulation that a response rate of 50% is adequate 

for analysis and reporting; a rate of 60% is good and a response rate of 70% and over is 

excellent. This implies that majority of the respondents filled the questionnaires and the return 

rate was appropriate for data analysis. 
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4.2.2 Gender of the Participants 

The study sought to establish the gender of the participants. The findings are as presented in 

Table 4.2  

Table 4. 2: Gender of the Participants 

Gender  Frequency Percentage 

Male  403 53% 

Female  361 47% 

Total  764 100% 

Based on the finding in table above 4.2 out of the 764 respondents who participated in the study 

403(53%) where male while 361(47%) where female. This implies that majority of that there 

was gender balance in terms of participation.  

4.2.3 Age of the Respondents 

The respondents were asked to indicate their ages from among choices of age classes given by 

the researcher and the results are presented in Table 4.3 

Table 4. 3: Age of the Respondents 

Age  Frequency Percentage 

20-30 yrs 108 14% 

31-40 yrs 167 22% 

41-50 yrs 267 35% 

51 and above  222 29% 

Total  764 100% 

The findings show that 108(14%) respondents were aged between 20-30 years of age,167(22%) 

were between the age of 31-40 years,267(35%) were between the age of 41-50 years and finally 

222(29%) were 51 years and above. This shows that majority of respondents in the coffee 

business were of the age between 41 years and above. 
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4.2.4 Highest Level of Education 

The study also sought to establish the highest level of education of the respondents. The findings 

are as presented in Table 4.4 

Table 4. 4: Highest Level of Education 

Level of Education  Frequency Percentage 

Primary  105 14% 

Secondary  145 19% 

Diploma 279 37% 

Degree  212 28% 

PhD 23 3% 

Total  764 100% 

According to the findings in Table 4.4 105(14%) respondents had a primary level of 

education,145(19%) had a attained a secondary level of education,279 (37%) had attained a 

diploma level,212(28%) had a degree level of education and finally 23(3%) had attained a PhD 

level of education. This implies that majority of the respondents involved in coffee business at 

least had attained a diploma level of education therefore they had different skills that they would 

apply in their field of work.  

4.2.5 Years in Coffee Business 

The study further sought to establish how long the respondents had been in the coffee farming 

business. The results are presented in Table 4.5  

Table 4. 5: Years in Coffee Business 

Years in Coffee 

Business  

Frequency Percentage 

1-5 years  108 14% 

5-10 years  276 36% 

11 and above  380 50% 

Total  764 100% 
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From the findings in Table 4.5 above, 108(14%) respondents had been in the coffee business for 

a period of 1-5 years, 276 (36%) for 5 to 10 years and 380(50%) for a period of 11 years and 

above. This implies that most of the respondents had been in the coffee business for a long time 

hence had sufficient knowledge and skills of coffee farming. 

4.3 Farmers Income Level and Saving Behaviour Among Coffee Farmers in Coffee 

Cooperative Societies 

The first objective, the study sought to determine how farmers income level influence saving 

behaviour among coffee farmers in coffee cooperative societies in Manyatta Sub-county. The 

respondents were given four items and were requested to state on a Likert scale as to whether 

they 1 – Strongly Agree; 2 – Agree; 3 – Neither Agree nor Disagree; 4 – Disagree; 5 – Strongly 

Disagree. 

Table 4. 6: Farmers Income Level and Saving Behaviour Among Coffee Farmers in Coffee 

Cooperative Societies 

 Strongly 

Agree 

Agree Neutral Disagree Strongly 

Disagree 

 F % F % F % F % F % 

Coffee business 

generates positive 

cash flow 

 

402 56 256 35 65 9 0 0 0 0 

Coffee business has 

been profitable 

 

328 45 180 25 215 30 0 0 0 0 

Income gained after 

selling coffee is 

satisfactory 

109 15 78 11 345 48 125 17 66 9 

As per the findings in Table 4.6, 402(56%) of the participants Strongly Agreed that Coffee 

business generates positive cash flow,256(35%) agreed,65(9%) were neutral. On the statement 

whether Coffee business has been profitable to the farmers 328(45%) strongly agreed,180(25%), 

215(30%) were neutral. On the statement whether income gained after selling coffee is 
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satisfactory to farmers 109(15%) strongly agreed,78(11%) agreed, 345(48%) were 

neutral,125(17%) disagreed and 66(9%) strongly disagreed. This implies that farmers in 

Manyatta subcounty, Embu county generates a positives income level from coffee business. 

Avery and Kennickell (1991), states that an overwhelming proportion of total saving is due to 

top income decile of families. A rising income will often be accompanied by increased saving, 

and a falling income by decreased saving, on a greater scale at first than subsequently. Increases 

in current income increase both consumption and saving.  

4.3.2 Extent to which farmers income level influence saving behaviour among coffee 

farmers in coffee cooperative societies. 

The respondents were asked to indicate the extent to which farmers income level influence 

saving behaviour among coffee farmers in coffee cooperative societies. The results are presented 

on Table 4.7  

Table 4. 7: Extent to which Farmers Income Level Influence Saving Behaviour Among 

Coffee Farmers in Coffee Cooperative Societies 

Responses  Frequency % 

Very great extent  679 93 

Great extent 44 7 

Moderate extent 

Very low extent 

Low extent 

0 

0 

0 

0 

0 

0 

Total  723 100 

The findings indicated that out of the 723 farmers, 679(93%) respondents stated that farmers 

income level influence saving behaviour among coffee farmers in coffee cooperative societiesto 

Very great extent and 44(7%) influenced at great extent. This implies that majority of the 

respondents (78%) agreed that coffee business is profitable and hence it influence their saving 
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behaviour. This goes in line with Katona (2008) who sated stated an increase in income will tend 

to lead to an increase in the amounts saved. 

4.4 Governance in Coffee Cooperative and Saving Behaviour Among Coffee Farmers 

The second objective of the study was to establishhow governance in coffee societies influence 

saving behaviour among coffee farmers in coffee cooperative societies in Manyatta Sub-county. 

The respondents were given four items and were requested to state on a Likert scale as to 

whether they 1 – Strongly Agree; 2 – Agree; 3 – Neither Agree nor Disagree; 4 – Disagree; 5 – 

Strongly Disagree. 

Table 4. 8: Governance in Coffee Cooperative and Saving Behaviour Among Coffee 

Farmers 

 Strongly 

Agree  

Agree Neutral  Disagree Strongly 

Disagree  

 F % F % F % F % F % 

poor leadership in the 

cooperative societies 

affect saving behaviour 

 

705 98 18 2 0 0 0 0 0 0 

services offered by the 

cooperative societies 

and the customer care 

services are the best  

 

67 9 123 17 323 45 210 29 0 0 

Fully trust the staff 198 27 78 11 404 56 32 4 11 2 

Based on the findings on Table 4.8, 705(98%) of the respondents strongly agreed that poor 

leadership in the cooperative societies affects saving behaviour and 18(2%) agreed. On whether 

services offered by the cooperative societies and the customer care services are the best 67(9%) 

strongly agreed,123(17%) agree,323 (45%) were neutral and 210(29%) disagreed. On the issues 

whether the farmers fully trust the staff 198(27%) strongly agreed,78(11%) agreed,404(56%) 



32 

 

neutral,32(4%) disagreed and 11(2%) strongly disagreed. This implies that there has been 

negative perception towards in coffee cooperatives and this influence saving behaviour of coffee 

farmers negatively. According to Hussi...et.al, (1993) stated that management committee must 

guarantee a close correlation between theory and practice, between decision and execution. It is 

always good management policy to view every decision action in the context of the total 

activities of the enterprise, present and future. In this case, the management committee must seek 

to discover the correlation between current actions and their future consequences. 

4.4.1 Extent to which Governance in Coffee Cooperative Influence Saving Behaviour 

Among Coffee Farmers 

The respondents were asked to indicate the extent to which governance in coffee cooperative 

influence saving behaviour among coffee farmers. The results are presented on Table 4.9  

Table 4. 9: Extent to which Governance in Coffee Cooperative Influence Saving Behaviour 

Among Coffee Farmers 

Responses  Frequency % 

Very great extent  715 99 

Great extent 8 1 

Moderate extent 

Very low extent 

Low extent 

0 

0 

0 

0 

0 

0 

Total  723 100 

The findings indicated that out of the 723 of participants, 715(99%) stated that governance in 

coffee cooperative influence saving behaviour among coffee farmers at very great extent and 

8(1%) stated at great extent. These findings indicate that poor governance in coffee cooperatives 

influences negatively saving behaviour among coffee farmers. This goes in line with Chege 

(2012) who stated that poor governance and inefficiencies in cooperatives result in delays in 

supplying inputs to farmers, credit processing and payment to farmers for their produce. 
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4.5 Farmers Financial Education and Saving Behaviour Among Coffee Farmers 

The third objective of the study was to establishhow farmers financial education influence saving 

behaviour among coffee farmers in coffee cooperative societies in Manyatta Sub-county. The 

respondents were given three items and were requested to state on a Likert scale as to whether 

they 1 – Strongly Agree; 2 – Agree; 3 – Neither Agree nor Disagree; 4 – Disagree; 5 – Strongly 

Disagree. 

Table 4. 10: Farmers Financial Education and Saving Behaviour Among Coffee Farmers 

 Strongly 

Agree  

Agree Neutral  Disagree Strongly 

Disagree  

 F % F % F % F % F % 

Cooperatives educate me 

on some of the benefits of 

saving 

 

305 42 200 28 98 14 115 16 12 2 

educational programs have 

been beneficial to me 

 

505 70 127 18 34 5 23 3 34 4 

this information has 

motivated me save my 

income 

672 93 28 4 12 2 7 1 4 1 

As per the Table 4.10, 305(42%) of the respondents strongly agreed that cooperatives educate 

them on some of the benefits of saving, 200(28%) agreed,98(14%),115(16%) disagreed and 

12(2%) strongly disagreed. On the statement whether educational programs have been beneficial 

to them 505(70%) strongly agreed,127(18%) agreed,34(5%) neutral,23(3%) disagreed,34(4%) 

strongly disagreed. On the issues on whether farmers financial education had motivated them 

save their income,672(93%) strongly agreed, 28(4%) agreed,12(2%) neutral, 7(1%) disagreed, 

4(1%) strongly agreed. This implies coffee cooperatives societies has been providing sufficient 

and beneficial financial education to their members which motivates them to save. Education 

level has a positive impact on individual saving. Higher education levels imply that people have 
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a better understanding of their personal financial matters, so they will be better able to make 

financial decisions and have more ability to plan for their future. There is evidence to show that 

more educated people can manage their money in terms of insuring, investing, saving and 

budgeting (Hogarth & Hilgert, 2002). 

4.5.1 Extent to Which Farmers Financial Education Influence Saving Behaviour Among 

Coffee Farmers 

The respondents were asked to indicate the extent to whichfarmers financial education influence 

saving behaviour among coffee farmers. The results are presented on Table 4.11  

Table 4. 11: Extent to Which Farmers Financial Education Influence Saving Behaviour 
Among Coffee Farmers 

Responses  Frequency % 

Very great extent  707 98 

Great extent 16 2 

Moderate extent 

Very low extent 

Low extent 

0 

0 

0 

0 

0 

0 

Total  723 100 

The findings indicated that out of the 723 farmers,707(98%) respondents stated that farmers 

financial educationinfluence saving behaviour among coffee farmers in coffee cooperative 

societies to very great extent and 16(2%) influenced at great extent. This implies that coffee 

farmers in Manyatta Subcounty have financial and managerial skills which helps them to manage 

their coffee business hence influence the saving behavior positively. This goes in line with 

Lusardi& Mitchell (2007) who showed that people with a high level of education, demonstrate 

high levels of financial literacy, which subsequently affect financial decision-making. Results of 

the study found that these groups of respondents plan properly for their retirement period, 

participates more in the stock market, and have good borrowing behavior, possibly due to 

knowledge in basic financial concepts. 



35 

 

4.6 Individual Future Expectation and Saving Behaviour Among Coffee Farmers 

The fourth objective of the study was to establish how individual future expectations influence 

saving behaviour among coffee farmers in coffee cooperative societies in Manyatta Sub-county. 

The respondents were given four items and were requested to state on a Likert scale as to 

whether they 1 – Strongly Agree; 2 – Agree; 3 – Neither Agree nor Disagree; 4 – Disagree; 5 – 

Strongly Disagree. 

Table 4. 12: Individual Future Expectation and Saving Behaviour Among Coffee Farmers 

 Strongly 

Agree  

Agree Neutral  Disagree Strongly 

Disagree  

 

 

F % F % F % F % F % 

Land ownership 

influence saving 

behaviour among 

coffee farmers 

 

701 97 22 3 0 0 0 0 0 0 

Size of land 

influence saving 

behavior among 

coffee farmers 

 

715 98 8 2 0 0 0 0 0 0 

Home ownership 

influence saving 

behavior among 

coffee farmers 

620 85 103 15 0 0 0 0 0 0 

Based on Table 4.12 majority of the participant 701(97%) strongly agreed that Land ownership 

influence saving behaviour among coffee farmers and only 22(2%) agreed. On the second 

indicator whether Size of land influence saving behavior among coffee farmers 715(98%) 

strongly agreed while 8(2%) agreed. On the third indicator whether home ownership influence 

saving behavior among coffee farmers 620(85%) strongly agreed and 103(15%) agreed. This 
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implies that individual future expectation is one of the motivations for saving money stemming 

from the desire to become a land owner, home owner and to buy other assets. The cost associated 

with purchasing a home is usually high; requiring you to save to help ensure home ownership 

can become a reality. The down payment required to purchase a home can run to more than 20% 

of the selling price which in some cases is usually high(Porpiglia, Martha, &Ziegelmeyer, 2017).  

Another reason is usually retirement. The desire to retire with enough money saved up is a 

motivation for many people's savings. You need to save money to ensure that once you stop 

working, you will have enough money in the bank or in investments to fund your lifestyle for the 

rest of your life. Many people are motivated to save money for retirement so that they can afford 

the things they both want and need (Luu, Lowe, Butler & Byrne, 2017).   

4.6.1 Extent to Which Individual Future Expectationand Saving Behaviour Among Coffee 

Farmers 

The respondents were asked to indicate the extent to which individual future expectation and 

saving behaviour among coffee farmers. The results are presented on Table 4.13  

Table 4. 13: Extent to Which Individual Future Expectation and Saving Behaviour Among 

Coffee Farmers 

Responses  Frequency % 

Very great extent  723 100 

Great extent 0 0 

Moderate extent 

Very low extent 

Low extent 

0 

0 

0 

0 

0 

0 

Total  723 100 

Based on the findings 4.13 all the respondents 723(100%) indicated that Individual future 

expectation influence saving behaviour among coffee farmers. This implies that farmers save to 

build up a reserve against unforeseen contingencies, to provide for an anticipated future 

relationship between the income and the needs of the individual, to enjoy interest and 

appreciation, to enjoy gradually increasing expenditure, to enjoy a sense of independence, 
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bequeath a fortune, to satisfy pure miserliness and to accumulated deposits to buy houses, cars 

and other durables which is the most common. This goes in line with Freshman and Clingen, 

(2017) who stated that travel and luxury are motivations for some people. Motivation for saving 

comes because they want nice things. Not everyone craves luxury items or travel. However, for 

those who enjoy such things, saving money may be a necessity. Planning for a big trip or a large 

purchase, such as a boat or car, can provide the motivation one needs to be disciplined in terms 

of saving money. 
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CHAPTER FIVE 

SUMMARY OF FINDINGS, DISCUSSION, CONCLUSIONS 

ANDRECOMMENDATIONS 

5.1 Introduction 

This chapter presents the summary of findings, discussion, conclusions and recommendations 

drawn from the study.  

5.2 Summary of the Findings 

This section gives a summary of the findings generated in chapter four based on the objectives of 

the study 

5.2.1 Farmers income level and saving behaviour among coffee farmers in coffee 

cooperative societies 

 The study found out that 402(56%) of the participants strongly agreed that coffee business 

generates positive cash flow,256(35%) agreed,65(9%) were neutral. On the statement whether 

coffee business has been profitable to the famers 328(45%) strongly agreed,180(25%), 215(30%) 

were neutral. On the statement whether income gained after selling coffee is satisfactory to 

farmers 109(15%) strongly agreed,78(11%) agreed, 345(48%) were neutral,125(17%) disagreed 

and 66(9%) strongly disagreed. The respondents were asked to indicate the extent to which 

farmers income level influence saving behaviour among coffee farmers in coffee cooperative 

societies the found out that 679(73%) respondents stated that farmers income level influence 

saving behaviour among coffee farmers in coffee cooperative societiesto very great extent and 

44(7%) influenced at great extent.  

5.2.2 Governance in coffee cooperative and saving behaviour among coffee farmers 

The study found out that 705(98%) of the respondents strongly agreed that poor leadership in the 

cooperative societies affects saving behaviour and 18(2%) agreed. On whether services offered 

by the cooperative societies and the customer care services are the best 67(9%) strongly 

agreed,123(17%) agree,323(45%) were neutral and 210(29%) disagreed. On the issues whether 

the farmers fully trust the staff 198(27%) strongly agreed,78(11%) agreed,404(56%) 

neutral,32(4%) disagreed and 11(2%) strongly disagreed. The study also found out that out of 
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723 of participants, 715(99%) stated that governance in coffee cooperative influence saving 

behaviour among coffee farmers at very great extent and 8(1%) stated at great extent. 

5.2.3 Farmers financial education and saving behaviour among coffee farmers 

The study found out that 305(42%) of the respondents strongly agreed that cooperatives educate 

them on some of the benefits of saving, 200(28%) agreed,98(14%),115(16%) disagreed and 

12(2%) strongly disagreed. On the statement whether educational programs have been beneficial 

to them 505(70%) strongly agreed,127(18%) agreed,34(5%) neutral,23(3%) disagreed,34(4%) 

strongly disagreed. On the issues on whether farmers financial education had motivated them 

save their income,672(93%) strongly agreed, 28(4%) agreed,12(2%) neutral, 7(1%) disagreed, 

4(1%) strongly agreed.The findings indicated that out of the 723 farmers,707(98%) respondents 

stated that farmers financial Educationinfluence saving behaviour among coffee farmers in 

coffee cooperative societies to Very great extent and 16(2%) influenced at great extent.  

5.2.4 Individual future expectationand saving behaviour among coffee farmers 

The study found out that majority of the participant 701(97%) strongly agreed that land 

ownership influence saving behaviour among coffee farmers and only 22(2%) agreed. On the 

second indicator whether Size of land influence saving behavior among coffee farmers 715(98%) 

strongly agreed while 8(2%) agreed. On the third indicator whether home ownership influence 

saving behavior among coffee farmers 620(85%) strongly agreed and 103(15%) agreed. The 

study also found out that all the respondents 723(100%) indicated that individual future 

expectation influence saving behaviour among coffee farmers. 

5.3 Discussions of Findings 

This section presents a discussion of the findings and compares these findings with literature 

review of other studies  

5.3.1 Farmers Income Level and Saving Behaviour Among Coffee Farmers in Coffee 

Cooperative Societies 

The study found out that farmers in Manyatta Subcounty, Embu County generates a positives 

income level from coffee business. Avery and Kennickell (1991), states that an overwhelming 

proportion of total saving is due to top income decile of families. A rising income will often be 

accompanied by increased saving, and a falling income by decreased saving, on a greater scale at 
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first than subsequently. Increases in current income increase both consumption and saving. The 

study also found out coffee business is profitable and hence it influence their saving behaviour. 

This goes in line with Katona (2008) who sated stated an increase in income will tend to lead to 

an increase in the amounts saved. 

5.3.2 Governance in Coffee Cooperative and Saving Behaviour Among Coffee Farmers 

The study found out that there was negative perception from farmers towards in coffee 

cooperatives and this influence saving behaviour of coffee farmers negatively. According to 

Hussi...et.al, (1993) stated that management committee must guarantee a close correlation 

between theory and practice, between decision and execution. It is always good management 

policy to view every decision action in the context of the total activities of the enterprise, present 

and future. In this case, the management committee must seek to discover the correlation 

between current actions and their future consequences. It was also found out that poor 

governance in coffee cooperatives influences negatively saving behaviour among coffee farmers. 

This goes in line with Chege (2012) who stated that poor governance and inefficiencies in 

cooperatives result in delays in supplying inputs to farmers, credit processing and payment to 

farmers for their produce. 

5.3.3 Farmers Financial Education and Saving Behaviour Among Coffee Farmers 

The study found out that coffee cooperatives societies has been providing sufficient and 

beneficial financial education to their members which motivates them to save. education level 

has a positive impact on individual saving. Higher education levels imply that people have a 

better understanding of their personal financial matters, so they will be better able to make 

financial decisions and have more ability to plan for their future. There is evidence to show that 

more educated people can manage their money in terms of insuring, investing, saving and 

budgeting (Hogarth &Hilgert, 2002). It was also found out that coffee farmers in Manyatta 

Subcounty have financial and managerial skills which helps them to manage their coffee 

business hence influence the saving behavior positively. This goes in line with Lusardi& 

Mitchell (2007) who showed that people with a high level of education, demonstrate high levels 

of financial literacy, which subsequently affect financial decision-making. Results of the study 

found that these groups of respondents plan properly for their retirement period, participates 



41 

 

more in the stock market, and have good borrowing behavior, possibly due to knowledge in basic 

financial concepts. 

5.3.4 Individual future expectation and saving behaviour among coffee farmers 

The study found out that individual future expectation is one of the motivations for saving 

money stemming from the desire to become a land owner, home owner and to buy other assets. 

The cost associated with purchasing a home is usually high; requiring you to save to help ensure 

home ownership can become a reality. The down payment required to purchase a home can run 

to more than 20% of the selling price which in some cases is usually high (Porpiglia, Martha, & 

Ziegelmeyer, 2017).  Another reason is usually retirement. The desire to retire with enough 

money saved up is a motivation for many people's savings. You need to save money to ensure 

that once you stop working, you will have enough money in the bank or in investments to fund 

your lifestyle for the rest of your life. Many people are motivated to save money for retirement 

so that they can afford the things they both want and need (Luu, Lowe, Butler & Byrne, 2017). 

The study also found out that farmers save to build up a reserve against unforeseen 

contingencies, to provide for an anticipated future relationship between the income and the needs 

of the individual, to enjoy interest and appreciation, to enjoy gradually increasing expenditure, to 

enjoy a sense of independence, bequeath a fortune, to satisfy pure miserliness and to 

accumulated deposits to buy houses, cars and other durables which is the most common. This 

goes in line with Freshman&Clingen, (2017) who stated that Travel and luxury are motivations 

for some people. Motivation for saving comes because they want nice things. Not everyone 

craves luxury items or travel. However, for those who enjoy such things, saving money may be a 

necessity. Planning for a big trip or a large purchase, such as a boat or car, can provide the 

motivation one needs to be disciplined in terms of saving money. 

5.4 Conclusion 

The study established that most of the respondents saved one way or the other be it formal or 

informal. Their trust in financial institutions played a major role too in where they saved. Many 

of the respondents believed that their individual expectation, income level and financial literacy 

levels played a critical role towards their savings behavior. With the majority stating that the 

more educated they would be the more they would save. From the findings many of the 
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respondents agreed that their savings decisions were challenged by the governance in the coffee 

cooperatives  

5.5 Recommendation 

Per the findings there is a still need for coffee cooperatives continue providing financial literacy 

programs which can encourage the respondents to save. Training of farmers should be 

encouraged and it should focus on basic accounting and preparation of farm accounts, budgeting 

and cost control as well as insurance.  The government and stakeholders of the coffee industry 

should give an attention to the marketing factors to ensure they are favourable to the coffee 

farmers. This includes liberalizing the marketing of tea to both small-scale and large-scale 

farmers to increase competition. 

5.6 Suggestion for Further Studies 

For more conclusive results, further studies could be done with an aim of establishing other 

factors that influence saving behaviour among coffee farmers in coffee cooperative societies in 

Kenya; a case of Manyatta Subcounty, Embu county. The study only focused on 3 cooperative 

societies and therefore these results are skewed towards the perceptions and data from the 3 

teams. It is suggested therefore that such a study be done in other coffee cooperatives to increase 

the statistical power of the study and make the results more reliable. 
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APPENDICES 

Appendix I: Letter of Introduction 

David M Njamweah 

P.O Box 61, 

Embu, Kenya 

 

DEAR RESPONDENT, 

RE: REQUEST FOR PERMISSION TO CARRY OUT RESEARCH STUDY. 

I am a graduate student undertaking a degree in Master of Arts Degree in Project planning and 

Management in the University of Nairobi and I am currently conducting a research on factors 

influencing saving behaviour among coffee farmers in coffee cooperative societies in Kenya; a 

case of Manyatta sub county. I humbly request you to assist in providing the required 

information because your views are considered important to this study. Please fill this 

questionnaire to the best of your ability. Any information given will be treated with utmost 

confidentiality and will only be used for the purpose of this study. 

Yours Faithfully; 

Signature………………………………. 

David M Njamweah 

Researcher 
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Appendix II: Questionnaire for Respondents 

The information provided will be treated as confidential and will only be used for the purpose of 

the study. Please read carefully and give appropriate answers by ticking or filling the blank 

spaces. 

Section A   Demographic Information 

1) Gender. 

Male  ( ) 

Female  ( ) 

2) Please indicate your age group.  

20-30yrs  ( ) 

31-40yrs  ( ) 

41-50yrs   ( ) 

51 and above  ( ) 

3) Which is you highest level of education 

Primary  ( ) 

Secondary  ( ) 

Diploma  ( ) 

Any other  ( ) 

4) For how long have you been in the coffee farming business? 

1-5years  ( ) 

5-10 years  ( ) 

11 and above’ ( ) 

Section B Farmers Income Level 
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5) Please indicate the extent to which you either agree or disagree with each of the statement 

by selecting one category that mostly corresponds to your desire. Use the scale: 5- 

Strongly Agree, 4 - Agree, 3 - Neutral, 2 – Disagree 1 - Strongly Disagree 

 

Statements  

 
 

Strongly 

Agree  

 

Agree  

 

Not Sure  

 

Disagree  

 

Strongly 

disagree  

 

Coffee business generates 

positive cash flow 

     

Coffee business has been 

profitable 

     

Income gained after selling 

coffee is satisfactory 

 

     

 

 

6) To what extent does farmers income level influence saving behaviour among famers in 

coffee comparatives? Very great extent ( ) Great extent ( ) Moderate extent ( ) very low 

extent ( ) Low extent  (  ) 

Section C: Governance in Coffee Cooperatives 

7) Please indicate the extent to which you either agree or disagree with each of the statement 

by selecting one category that mostly corresponds to your desire. Use the scale: 5- 

Strongly Agree, 4 - Agree, 3 - Neutral, 2 – Disagree 1 - Strongly Disagree 
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Statements  

 
 

Strongly 

Agree  

 

Agree  

 

Not Sure  

 

Disagree  

 

Strongly 

disagree  

 

poor leadership in the 

cooperative societies affect 

saving behaviour 

     

services offered by the 

cooperative societies and the 

customer care services are the 

best  

     

Fully trust the staff  

 

    

 

8) To what extent doesgovernance in coffee cooperativesinfluence saving behaviour among 

famers in coffee comparatives? Very great extent ( ) Great extent ( ) Moderate extent ( ) 

very low extent (  ) Low extent  (  ) 

 

Section D: Farmers Financial Education 

9) Please indicate the extent to which you either agree or disagree with each of the statement 

by selecting one category that mostly corresponds to your desire. Use the scale: 5- 

Strongly Agree, 4 - Agree, 3 - Neutral, 2 – Disagree 1 - Strongly Disagree 

 

Statements  

 
 

Strongly 

Agree  

 

Agree  

 

Not Sure  

 

Disagree  

 

Strongly 

disagree  
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Cooperatives educate me on 

some of the benefits of saving 

     

educational programs have 

been beneficial to me 

     

this information has motivated 

me save my income 

 

 

    

 

10) To what extent does farmers financial education influence saving behaviour among 

famers in coffee comparatives? Very great extent ( ) Great extent ( ) Moderate extent ( ) 

very low extent (  ) Low extent  (  ) 

Section E: Individual Future Expectations 

11) Please indicate the extent to which you either agree or disagree with each of the statement 

by selecting one category that mostly corresponds to your desire. Use the scale: 5- 

Strongly Agree, 4 - Agree, 3 - Neutral, 2 – Disagree 1 - Strongly Disagree 

Statements  

 
 

Strongly 

Agree  

 

Agree  

 

Not Sure  

 

Disagree  

 

Strongly 

disagree  

 

Land ownership influence 

saving behaviour among coffee 

farmers 

     

Size of land influence saving 

behaviour among coffee 

farmers 

 

     

Home ownership influence      
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saving behavior among coffee 

farmers 

 

 

12) To what extent does individual expectation influence saving behaviour among famers in 

coffee comparatives? Very great extent (  ) Great extent ( ) Moderate extent ( ) very low 

extent (  ) Low extent  (  ) 
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Appendix III: Interview Schedule For Employees 

i) Please indicate your gender.  

ii) How long have you been in the cooperative society?     

iii) What department do you work in? 

iv) In one word describe the management in the Coffee Cooperative Society  

v) On a scale of 1-10 rate the saving ability of the coffee farmers in your cooperative 

vi) Briefly explain in your opinion the main challenges facing the farmers that hinder their 

cash flow, sales and saving. 

vii) Would you describe the leadership in the cooperative society as trustworthy? 

viii) Do you have programs that offer financial education to farmers and would you say that 

these programs have proved to be effective? 
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Appendix IV: Work Plan 

ACTIVITIES  Research 

topic 

Chapter 

One 

Literature 

review 

Research 

Methodology 

Proposal 

submission 

Data 

collection  

Project 

Report  
TIME 

February 

2018 

       

March 2018        

April,2018        

May-June 

2018  

       

July 2018         
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Appendix V:   Krejcie & Morgan (1970) Population Sampling Table 

 

Source: Krejcie& Morgan (1970) 

 


