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Abstract

Despite SACCOs being on the forefront to offer ficial services to their members, they are facedh @it
myriad of challenges which include: poor custonemecservices, poor governance, lack of member dendie,
low use of technology, insufficient financial sex$, high registration costs and increasing inteetes among
others. There exists a gap in literature which #tigly aims to fill by trying to examine the fadaaffecting
SACCO membership in Kenya. Specifically, the stgdught to investigate the influence of financiatvams
offered by SACCOs, members’ income and cost of SBGErvices on SACCO membership in Nairobi County,
Kenya. The accessible population of the study weseenbers from 10 selected SACCOs within Nairobi Gpun
namely: Afya SACCO, Elimu SACCO, Hazina SACCO, KenBankers SACCO, Kenya Police SACCO,
Mwalimu National SACCO, Safaricom SACCO, Sheria $XT; Ukulima SACCO and Kimisitu SACCO. A
survey research design was used. The target papulat the study consisted of 197,527 members wkoew
drawn from the 10 selected SACCOs operating in daiCounty. The sample size was 150 respondents fro
the 10 selected SACCOS in Nairobi County. Structugeestionnaire were used to collect primary data.
regression model was estimated. The autonomousiatuia SACCO membership by the sampled members all
factors held constant was 7.35 years. On finarsealices offered by SACCOs, the results indicabed & unit
drop in the rating of financial services reducedC®% membership duration by 0.46 years. On absotatame

of members, the results indicated that a unit @®eein member’'s absolute income had a positive éijpa
SACCO membership by 0.480 years. On the cost of @@ @embership, the results indicated that unitdase

in cost of SACCO membership was likely to act agprahibitive factor reducing duration of SACCO
membership by 0.15 years. The following recommendatwere made in lieu of the study’s objectives:-
SACCOs should improve their financial servicesttoaat members and retain them for many years. Sufrttee
ways through which SACCOs can improve their finahservices are through providing quarterly statesse
providing loans which have short and long paymamations based on members capability and through th
provision of insurance loans among others. On absdhcome of members, SACCOs should continue to
accommodate existing members as well as focus @etiag new members in the market who have high
absolute incomes and thus high disposable inco®esost of SACCO services, SACCOs should ensurte tha
that they have reasonable membership costs withiduen charges. Members should be well informediatie
costs they are likely to incur before they applyrfembership. This study will be useful both teea@rchers and
academicians and policy makers. Researchers velituss a reference for different studies, andrmbéng the
development of more studies under the field ofdectnfluencing SACCO membership not only in Nairbbt
Kenya at large. Policy Makers will understand fastehich affect SACCO membership so as to makecjods
policies which will have robust impacts on the mensband society at large.

Keywords. Savings and Credit Co-operative Societies, mempgrBhancial services, members’ income.

1. Introduction

The cooperative movement is vital to the growththaf Kenyan economy in terms of poverty alleviatifogd
security, employment and wealth creation, encourmy¢ of savings and investment (Deloitte, 2013; IKoh
2002; Mutebi, 2002; WOCCU, 2010). Co-operatives arsource of Education for the community since they
provide Education to their members. With over sewm#tion members and savings of approximately 1iflioh
accounting for almost 31% of the total savingsh@ ¢conomy, in 2009, the SACCOs and co-operativEsge
could be the engine that drives economic growttméncountry (MCDM, 2010)

Studies such as Obuon, (1998) analyses the detmntriiof savings in SACCOs in Kenya and the reasams
their variance in different societies. The studgnitified that there was a need to increase shgitatacorporate

savings and reduce the amount of loans outstandikgnyan SACCOs. Oyoo, (2002) evaluated the fife@nc
performance of SACCOs in Nairobi in and out of @mvironment of regulation. That particular obserligt
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change in performance over the two environmentegflation and de-regulation. However, it was ndtext
after deregulation, revenue from interest on bagogdits and other investments improved relativBACCO’s
implying a different dynamic affecting membershilaonfidence in SACCO's relative to commercial Ban

Mburu, (2010) on the determinants of performanc&ACCOs in Kenya deduced that the greatest effect o
SACCO performance is by the demand for loans fadldwy capital adequacy and infrastructure managemen
This suggests that the greatest utility of SACCOm® itheir financial smoothing application. Thigwi is shared
by Onunga, (2011) conducted a study on determinahtinancial risk faced by SACCOs in Kenya. He
concludes that credit risks and liquidity risks #ine main determinants of financial risk. He esigld that
fixed asset level, debt ratio and dividends infleesth the liquidity risks while governance cost amdbtdratio
negatively influenced liquidity and risk.

Kinyua, (2013) on the relationship between finahperformance and size of deposit taking SACCOKenya
found that there is a very strong relationship leetfinancial performance and size of SACCOs inyiéen
Okundi, (2011) on the financial challenges facid®C&O0s in Nairobi posited that there is an efforbfatimize
the wealth of shareholders to enable the SACCOgigoghemselves strategically and competitivelythwi
respect to banking products. He found that bankimglucts actually affected the mobilization of sa& and
issuance of loans to members as members prefersahte extent to get the products from banks dlentgthy
loan processing periods.

Atsiaya, (2013) studied operations strategy ana-fevel competitiveness among deposit taking saviagd
credit co-operative societies. He found that thexists a positive relationship between the opematistrategy
used and firm-level competitiveness in the increglgi competitive financial market. Barasa, (2014) tbe
factors influencing the performance of savings aretlit co-operative Societies in Bungoma Countyntbthat

the factors are use of technology, member educatsowell as transparency in governance. As Mudag®g)
posits, the objective of SACCO societies is mendmpowerment through savings mobilization, disbuesgm

of credit and ensuring Sacco’s long-term sustalitalthrough prudent financial practice. Adembap1R)
postulates that SACCOs in Kenya are faced by pnablsuch as; poor governance and lack of member
confidence among others.

Despite SACCOs being on the forefront to offer ficial services to their members, they are facedh ait
myriad of challenges which include: poor customaecservices, poor governance, lack of member dendie,

low use of technology, insufficient financial sex@s$, high registration costs and increasing intee#es among
others (Kinyua, 2013; Mudibo, 2005; Barasa, 2014hlK, 2002). Therefore, there exists a gap inditee

which this study aims to fill by trying to examittee factors affecting SACCO membership in Kenya.

SACCOs are able to advance loans at interest laees than those charged by other financial pronddén
addition, SACCOs have the ability and opportunityeach clients in areas that are unattractiveatikb such as
rural or poor areas. The core objective of SACCO® iensure members empowerment through mobilizatio
savings and disbursement of credit (Ofei, 2001)CEM®s in Kenya in their struggle to achieve thisegbye
have been able to mobilize over Kshs.200 billionsavings (Co-operative Bank of Kenya, 2010). Saving
mobilization should be backed by adequate institiati capital which ensures permanency, providesaion to
absorb losses and impairment of members’ savingan& 2001). The institutional capital which corsps the
core capital and less share capital is mainly actated from appropriation of the surpluses. Theefo
SACCOs should strive to maximize on the earningsuitdl the institutional capital (Branch & Cifunesst 2001;
Ombado, 2010). This institutional capital ensutesgermanence and growth of the SACCOs even inlemb
economic times (Evans, 2001). In fact, it helps $#¢CCOs to grow and, remain economically and fimehc
viable (Gijselinckx & Devetere, 2007). Such grovishenhanced by effective financial practices. Inagieely,
each SACCO needs to generate income which is atkedaacover all its operational costs, enhance the
institutional capital, dividends and rebates. Iis thegard, financial practice is based on soundnial
stewardship, solid capital structure, and prudenti$ allocation strategy (Maina, 2007).

Savings and Credit Co-operative Societies (SACCOHKenya have been investing over the years with th
objective of maximizing their wealth. As is the easith all investments, wealth maximization is g kbjective
whenever SACCOs have chosen an investment aveomedruniverse of possible investment vehiclesrOv
time, SACCOs have been trying to address membeamsiadds by mobilizing funds and granting credit to
members. However, they have not been able to ghew wealth sufficiently through accumulation ofoeigh
institutional capital to finance non-withdrawablapgal funded assets, provide cushion to absorbetosnd
impairment of members’ savings. Ademba (2010), ydatds that SACCOs in Kenya are faced by such prosl
as; poor governance and, lack of members’ confieleamong others, while Ndung'u (2010), adds that th
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SACCOs are encompassed by mismanagement and pestrirent decisions. Earlier, Thabo, et al., (20@2¢
that SACCO societies have problems generating tvehle to poor financial stewardship, under-capitaion

of co-operative enterprises, high cost of fundsl dalayed member payments. Munyiri (2006) says shah
challenges would hinder the achievement of the ghjdctives and even lead to decline in growth ACS0s’
wealth. Over time, SACCOs have been trying to asklraembers’ demands by mobilizing funds and grgntin
credit to members. However, they have not been tabigow their wealth sufficiently through accuntida of
enough institutional capital to finance non-withdadle capital funded assets, provide cushion torablesses
and impairment of members’ savings. However, pnavistudies (Agrawal et al., 2002; Adeyemo & Bamire,
2005; Deji, 2005; Asher, 2007; Ogsi, 2001) havenwshthat lack of growth of SACCOs’ wealth has thesetd
their sustainability such that they have not beae to absorb their operational losses. This haddehe losses
being absorbed by members’ savings and share teitzh leads to their impairment.

1.1 Objectives of the Study

The study sought to investigate the factors thd&cafSACCO membership in Nairobi County, Kenya.
Specifically, the study sought to examine the iefice of financial services offered by SACCOs, mawsibe
income and the cost of SACCO services on SACCO meeship in Nairobi County, Kenya.

1.2 Research Questions

1. What is the influence of financial services offefgd SACCOs on SACCO membership in Nairobi
County, Kenya?

2. What is the influence of members’ income on SACCénthership in Nairobi County, Kenya?

3. What is the influence of the cost of SACCO servioesSACCO membership in Nairobi County,
Kenya?

2. Theoretical Literature

Kinyua (2013) defines SACCOs as member owned fiahintstitutions offering savings and credit to nizers.

He adds that SACCOs accept monthly payments faesHeom members as well as providing loan faeditio
them. These loan facilities can be up to two oeg¢htimes the amount of their savings and is deperae an
individual getting a guarantor for the loan amou®ACCOSs have membership across different economic
activities in both rural and urban areas. SACC@seaargaged in both Front Office Services ActiviE©SA)
and Back Office Services Activities (BOSA). The SBQGS operating FOSA facilities offer retail banking
business operations. Moreover, FOSA offer servaigslar to the traditional banking services and afien
referred to as deposit taking SACCOs. Kenya Fir@nStability Report, (2010). SACCOs have witnessed
significant growth over the past few years compdcedther co-operatives in the country. This grostipartly
attributable to the establishment of the SACCO &axs Act of 2008 that placed licensing, supervisiand
deposit taking under the umbrella of the SACCO &wes Regulatory Authority (SASRA).SACCOs comprise
over 50% of all cooperatives in Kenya (SASRA, 2011)

As financial institutions, SACCOs partake in theaficial intermediation process in Kenya's finansattor.
They focus on personal development as well as ensthall and micro enterprise sector of the economy.
SACCOs are spread all across the 47 counties irny&ehus offering financial access to several Kesyan
(SACCO supervision annual report 2010). Accordmthe Financial Access Study (2012), there is &gpdead
problem of inhibited access to financial servicesoag people in the lower income categories as asHural
households and smaller scale enterprise. Nevesthelzcording to SASRA, (2011) financial exclustwas
fallen from 38.4% to 32.7% of the population. Fio@h exclusion is defined as lack of access by [Eotp
financial services (Atsiaya, 2013). The financiehsces sector is one of the most dominant seatbrthe
economy and constitutes a significant proportiothef GDP of both developing and developed countih
increasing liberalization of the Kenyan economy,C&0s have grown to occupy a significant portiorthaf
financial industry (Harker&Zenios et.al, 1998). &ntial SACCOs constitute 45% of the total numbecaf
operatives in Kenya and have risen to become arrpégger in the financial market. Based on Decen#i:0
statistics, there were a total of 6,007 regist88A€COs in Kenya. Of these, 2959 were active, 21i& weposit
taking (SACCOs operating FOSAs) while the remain@ll were non-deposit taking (non-FOSA operating
SACCOs) Atsiaya, (2013).

Nairobi County cannot be achieved without puttinglace well focused programs to address inadegsidlcat
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will increase their membership to access high guadisources and financial services. The membeshipany
Sacco’s members would be significantly enhancedutjin the provision of what they as consumers demand
what financial services are offered, what the lesfetheir income is and favorable cost of SACCOvises.
According to Harrod and Domar (2011), favorableafioial services and low cost of operations leatigh
number of members. In Nairobi, the formal finan@gétem provides services to about 38% of the enaradly
active population which implies that the rest 62Pé axcluded from access to such financial serviG&d\
(2005). The disadvantaged 62% often rely on thermél financial sector comprising NGOS, MFIs, money
lenders, friends and relatives. The non-regulatibthe activities of such institutions has led toiacrease in
membership of SACCOs. Co-operative societies haan Itlosely identified with the provision of finaalc
services in most urban settings. Since the incegifcSACCOs in Nairobi, they have been viewed adstéor
national development particularly in the area ai@@conomic development (CBN, 2005).

2.1 Theory of Income

Income is the consumption and savings opporturaiped by an entity within a specified time frameiathis
generally expressed in monetary terms. For the eéikeuseholds and individuals, income is the stirallahe
wages, salaries, profits, interest payments, rentsother forms of earnings received within a gipeniod of
time. Theory of income is normally explained by tencepts of Permanent Income Hypothesis and Relati
Income Hypothesis.

According to Milton Friedman in (Coastas M. , 20@énhsumers always wish to smooth consumption ahtého
it fluctuate with short run fluctuations in incomedividuals/consumers base their consumption @mg term
view of an income measure on a notion of lifetimealth or a notion of wealth over a reasonable loogzon.
According to Milton Friedman’s hypothesis, indivals consume a fraction of permanent income in @aeth
period and thus the average propensity to conswual®the marginal propensity to consume. The digres
of Friedman’s model of permanent income hypothasespermanent income, permanent consumption, toaysi
consumption and transitory income. According toe@fman, measured income is the sum of permanent and
transitory income and measured consumption is the sf permanent and transitory consumption. The
consumption plan of an individual does not depemdhe transitory components and transitory comptsnare
uncorrelated to each other and uncorrelated to g@ent components. Friedman shows that the slogéoieet

of a regression of observed income leads to anrestimate of the marginal propensity and to a pa@sit
estimated intercept. Therefore, the rate of attéowaf the marginal propensity to consume is edodhe ratio
of the variance of the permanent income to totebine. Permanent income hypothesis shows that pemhan
income goes up and thus for a given level of oletimcome, permanent income is higher in latersydaan in
earlier ones. In his explanation, Friedman staked the joining of the average points of consunmpticome
across time recovers a function that implies thegmal propensity is equal to the average one #e point
here being that average income reflects averagagrmant income since the transitory components gesraut
by law of large numbers. For example on an intégbian on why blacks save more than whites in Aozeri
Friedman observed that the former have lower peemiainmcome than whites. Similar arguments can bkso
made when we compare the self employed to theisdlarorkers or farm to non-farm households, thst fin
each pair having larger transitory components édr ihcome.

The concept of Relative Income Hypothesis on tihemohand states that the satisfaction or utilityratividual
derives from a given consumption level depends®nrelative magnitude in the society for exampddative to
the average consumption rather than its absolweld€Duesenberry J, 1949). According to (Palle§0®)
Relative income hypothesis could account for batss sectional and time series evidence. He claiimegdan
individual's utility index depended on the ratio bfs or her consumption to a weighted average ef th
consumption from others. (Palley, 2008)in his vgodoncluded that aggregate savings rate is indepérad
aggregate income which is consistent with the teges evidence and the propensity to save ofdividual is
an increasing function of his or her percentileitims in the income distribution which is consistemth the
cross-sectional evidence. According to (Palley)80the present consumption is not influenced npebs
present levels of absolute and relative incomealad by levels of consumption attained in the jimes period
and It is difficult for a family or an individuabtreduce the level of consumption once attaineds iEhbecause,
the aggregate ratio of consumption to income isirassl to depend on the level of present incomeivelab
past income.

Therefore, according to (Palley, 2008), relativeoime hypothesis maintains that consumption dedsare
motivated by relative consumption concerns alsowknas keeping up with the Joneses. This is becdhse,
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strength of any individuals desire to increaseohiger consumption expenditure is a function ofrdit@ of his
expenditure to some weighted average of the experdiof others with whom he comes into contaet thieory
also shows that consumption patterns are subjelcaldit and are slow to fall in the face of incoreductions
and therefore it is difficult for an individual teduce his/her expenditures from a higher levet foa him/her to
refrain from making high expenditures in the fptice (Palley, 2008)

2.2 Group Formation Theory

Kamives (1998) and Abudi, 2010 identified six s&ge group formation that are relevant to procéssiugh
which organizations such as SACCOS operate. Taesthe forming, storming, norming, performing, morg
and renorming stages discussed in detail below;-

Forming- In the first stage of team building, tleeniing of the team takes place. The individual'sawéor is
driven by a desire to be accepted by the othedsasnid controversy or conflict. Serious issues feadings are
avoided, and people focus on being busy with restisuch as team organization, who does what, whewret
each other, etc. Individuals are also gatheringrimftion and impressions — about each other, andtahe
scope of the task and how to approach it. This i®rafortable stage to be in, but the avoidanceoniflict
means that not much actually gets done. The teaetsnamd learns about the opportunities and chakerend
then agrees on goals and begins to tackle the.tdglkesn members tend to behave quite independéltilyy
may be motivated but are usually relatively uninfed of the issues and objectives of the team. Treambers
are usually on their best behavior but very focusedthemselves. Mature team members begin to model
appropriate behavior even at this early phase.fditming stage of any team is important becausertembers
of the team get to know one another, exchange sarsmnal information, and make new friends. Thigls® a
good opportunity to see how each member of the tgarks as an individual and how they respond tesuee
(Moger,1999).

Storming- In the storming stage, enough initiastrioas been developed between team members thattéreto
feel comfortable expressing discontent and chaitengthers' opinions. This stage is necessarydatbwth of
the team. It can be contentious, unpleasant and eamful to members of the team who are aversmidlict.
Tolerance of each team member and their differeshesld be emphasized; without tolerance and paidime
team will fail. This phase can become destructivéhe team and will lower motivation if allowed get out of
control. Some teams will never develop past thiggest however, disagreements within the team canemak
members stronger, more versatile, and able to wane effectively as a team. The Storming phasebeaome
destructive to the team and will lower motivatibaliowed to get out of control. Some teams will@edevelop
past this stage. Supervisors of the team durirggpghase may be more accessible, but tend to retiraittive in
their guidance of decision-making and professidretiavior. The team members will therefore resohart
differences and members will be able to participsith one another more comfortably. The ideal it tthey
will not feel that they are being judged, and wlierefore share their opinions and views. Normtglysion,
struggle and sometimes arguments occur. This stagalso be upsetting (Moger, 1999).

Norming -The team manages to have one goal and tmmenutual plan for the project at this stagen&anay
have to give up their own ideas and agree withrett®make the team function. In this stage, alhtenembers
take the responsibility and have the ambition tokwior the success of the team's goals. The damgyeris that
members may be so focused on preventing confliat they are reluctant to share controversial ideas
(Moger,1999).

Performing- It is possible for some teams to redwhperforming stage. These high-performing teaars c
function as a unit as they find ways to get thedohe smoothly and effectively without inappropeiabnflict or
the need for external supervision. By this timeytlare motivated and knowledgeable. The team mendrer
now competent, autonomous and able to handle thiside-making process without supervision. Dissient
expected and allowed as long as it is channeleditfir means acceptable to the team.

Supervisors of the team during this phase are dlmlegys participating. The team will make mosttioé
necessary decisions. Even the most high-perfortgams will revert to earlier stages in certainuinstances.
Many long-standing teams go through these cyclesyntianes as they react to changing circumstances. F
example, a change in leadership may cause the teamvert to storming as the new people challerge t
existing norms and dynamics of the team (Moger,1999

Adjourning, Transforming and Mourning- (Jensen angtkman, 1977) added a fifth stage to the 4 stages
proposed by the initial theory i.e. adjourning whiavolves completing the task and breaking uptédaan (in
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some texts referred to as Mourning) (Abudi, 2011) .

Norming and re-norming- suggested that an additisteye be added of Norming after Forming and réengm
the traditional Norming stage Re-Norming. This &iddi is designed to reflect that there is a peraftbr
Forming where the performance of a team graduailyroves and the interference of a leader contetfit tivat
level of performance will prevent a team progregghrough the Storming stage to true performantés puts
the emphasis back on the team and leader as thmi8gostage must be actively engaged in order ¢tcesed —
too many 'diplomats' or 'peacemakers' especially imadership role may prevent the team from reactiieir
full potential. Rickards and Moger proposed a siméxtension to the Tuckman model when a groupkisreat
of its norms through a process of creative probdetring (Moger, 2000; White, 2009).

SACCOs are examples of groups and the procesgthéyough are assessed using the group formdtewory.
This theory draws on the movement knows as grougahjcs, which is concerned with why groups behave i
particular ways. This offers various suggestionshiow groups are formed and how they develop owee.t
These stages maybe longer or shorter for each goodpr individual members of the group, but atbgps will
need to experience them. According to Bartle (2@f8ups are needed to: (a) Organize and guidectienab)

for promoting and encouraging savings and investeng@) for training members in necessary skills &jdfor
channeling the finance needed for the individualugt SACCOs are organized by members themselvéds wit
hope of strengthening benefits associated withggolihe benefits to members include; easy accessriices,
pooling of resources in order to fight povertysltvorth noting that groups existence are motivatedccess
loans and benefits that do not reach the low incearaers .

3. Resear ch M ethodology

The study used the survey research design. AcapidiMugenda & Mugenda (2003) survey research desig
defined as a method used to investigate populabgreelecting samples from different occurrencég fieason
for choice of selecting this study is mainly be@itsallows for cross-referencing of responsessBhidy target
population constituted 10 SACCO Societies operatimgNairobi County. According to Babbie (2005)
population is defined as a synopsis of a big grolumany cases from which a study selects a sanmgeoato
which results are analyzed. Table 3.1 illustratestarget population.

Table 3. 1. Target Population

No Sacco Name L ocation No of Members
1 Afya SACCO Society Ltd Nairobi 38,000
2 Elimu SACCO Society Ltd Nairobi 12,343
3 Hazina SACCO Society Ltd Nairobi 12,000
4 Kenya Bankers SACCO society Ltd. Nairobi 18,083
5 Kenya Police SACCO Society Ltd Nairobi 40,101
6 Mwalimu National SACCO society Ltd. Nairobi 54M0
7 Safaricom SACCO Society Ltd Nairobi 6,800
8 Sheria SACCO Society Ltd Nairobi 5,200
9 Ukulima SACCO Society Ltd Nairobi 5,000
10 Kimisitu SACCO Society Ltd Nairobi 6000
Total 197,527

The study employed stratified random sampling tepto achieve a desired number of respondents fhe
10 SACCO Companies selected for the study whictewarated in Nairobi County. As described in Mugend
& Mugenda (2003) this technique guarantees thatyeneember of the universe under the study has amleq
chance of being surveyed. Stratified random sampkchnique ensures that subjects are selectaccmasway
that the existing subgroups in the population aocgenor less reproduced in the sample (Mugenda &evidg,
2003). The study then calculated the proportiothef population lying in each SACCO Company andllijna
combined the results to obtain the required sieatifample as per Table 3.2 below:
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Table 3. 2: Sample Frame

No Sacco Name L ocation No of Members  Percentage % Sample Size

1 Afya SACCO Society Ltd Nairobi 38,000 19% 29

2 Elimu SACCO Society Ltd Nairobi 12,343 6% 10

3 Hazina SACCO Society Ltd Nairobi 12,000 6% 9

4 Kenya Bankers SACCO society Ltd. Nairobi 18,083 % 9 14

5 Kenya Police SACCO Society Ltd Nairobi 40,101 20% 31

6 Mwalimu National SACCO society Ltd. Nairobi 54M0 27% 42

7 Safaricom SACCO Society Ltd Nairobi 6,800 3% 5

8 Sheria SACCO Society Ltd Nairobi 5,200 3% 4

9 Ukulima SACCO Society Ltd Nairobi 5,000 3% 4

10 Kimisitu SACCO Society Ltd Nairobi 6000 3% 5
Total 197,527 100% 153

Questionnaires were distributed to the respondéntsigh their respective SACCOs and then pickesr lafter

they had been filled up. The questionnaires wecerapanied by a brief introduction of the study gndoose of

the study. 150 questionnaires were administerdtiddarget population out of which 115 questioremiwere

filed and returned. The response rate derived ftbis: was 76%, which was significantly high enougin f
analysis as stated in Mugenda & Mugenda (2003).

3.1 Descriptive Satistics

The study generated summary statistics for the rigr@ and independent variables. For the ratindmafcial
services offered by the SACCOs, the study usedkartrating system with 1 as the minimum rating ethi
implied that the services were very poor and 5 dé¢ie maximum which implied that the services wesey
good. For the case of absolute income, the minirmoome stated by the respondents was 62,400 wh#reas
maximum income stated was 300,000 KSh with a mé® @76 and a standard deviation of 31,186. Fer th
case of absolute Sacco Membership Cost, the minimembership cost stated by the respondents wai)0 (n
whereas the maximum cost stated was 1,000 KShawitiean of 631.58 and a standard deviation of 484.50
For the case of Sacco membership, the minimum nuofbgears was 1 year and the maximum number afsyea
was 18 years. The mean was 6.15 and the standaatide was 2.949. See Table 3.3

Table 3. 3: Model Summary Regression Statistic

N Minimum M aximum M ean Std'. .
Item Deviation
Financial Service's

115 1 5 2.89 1.435
Income of Level

115 62,400 300,000 94,876 31,186
Cost of SACCO Membership

115 0 1,000 631.58 484.506
SACCO Membership 115 1 18 6.15 2.949

3)
3.2 Correlation Coefficient

As illustrated in Table 4.21, the correlation cagént R = 0.76 indicated that the dependent végiand
independent variables had a high degree of coiwalaThe (R Squared) value of about 0.5776 inditdkat
57.76% of the variation in Sacco Membership wadampd by the ratings of financial services offel®dthe
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respective Sacco, the absolute income of resporasehthe cost of Sacco membership. The adjustefticent
of determination (Adj R Squared) was less thanuth@djusted Coefficient of determination as it shaalways
be (Adj R Squared=0.578 < R Squared = 0.5776). Bhlk implied that still 57.8% of the variation in
employment performance was explained by the vanaiti Sacco Membership was explained by the ratirigs
financial services offered by the respective Sathe, absolute income of respondent and the coSacto
membership.

Table 3. 4: Correlation and Coefficient of Deter mination Results

M odel R R Squared Adjusted R Squared Std Error of Estimate
1 0.76 0.5776 0.578 2.39
3.3 ANOVA Test Results

The analysis of variance results are presentedainieT 3.5. The result predicted the dependent Maribkp
showing how well the regression equation fits thedel. The significance value P = 0.497 of the regjom
model was less than the level of significance @b0at 95% confidence level. This indicated that dlerall
regression model was statistically significantlypiedicting Sacco Membership.

Table 3. 5: ANOVA Regression Test Results

M odel Sum of Squares df  Mean Square F Sig.
Regression  16.596 4 5.532 630 .0497
Residual 965.869 110 8.781

Total 982.465 114

3.4 Regression Test Results

The multiple regression model with Sacco Membersisighe dependent variable and by the ratingshahéial
services offered by the respective Sacco, the atesicome of respondent and the cost of Sacco reeship as
the independent variables was estimated using SPEBusing the method of ordinary least squaresOThe
un-standardized Beta coefficients were considerechiise the raw units of the dependent and independe
variables are generally familiar in terms of conmiyoused standardized units of measurement ( famgie,
years, income and currency units among others).régeession results based on the beta coefficiadisated
that a unit decrease in Financial Services Ratinthe respondents reduced SACCO membership by yd6
on average holding other factors constant. Thisns¢hat a poor rating of financial services by spomdent
was likely to lead to withdrawal of membership a&hd reverse is true. An increase in respondent®late
income by one unit was likely to increase the darabf SACCO membership by 0.48 years on averadgiriep
other factors constant. An increase in absolutenmewould definitely lead to an increase in disptsincome
which will likely increase members savings as wkllterms of membership cost charged by the SAC&O,
increase in membership cost by a shilling will regl$acco membership by 0.15 years on average babtter
factors constant. See Table 3.6.

Table 3. 6: Regression Test Results

Unstandardized Coefficients i Sig 95.0% ConfidenceInterval for B
Regression M odel Beta Std. Error Lower Bound  Upper Bound
(Constant Term) 7.375 1.096 6.730 .000 5.203 9.547
Financial Service’s -0.146 .199 - 736 .463 -.540 247
Income of Level 0.480 .037 .530 .597 .000 .000
Cost of SACCO
Membership -0.15 .012 -912 .361 -.234 .001

Dependent Variable: Sacco Membership: Confidenael 5%
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4. Resear ch Findings

On the first specific objective, the study inveat&d the influence of financial services offered3#yCCQO’s on
SACCO membership in Nairobi County and found thaaricial services influence SACCO membership in
terms of years negativelyl he study also examined the influence of absoluterire of respondents on SACCO
membership in Nairobi County. The results indicateat majority of respondents were middle-incommess
indicating that absolute income of respondentai@rfte SACCO membership positively. On the influeote
cost of SACCO membership, the study establishertiieamaximum cost charged by the different SAC@@s
Ksh 2,500. The multiple regression analysis shotied the cost of SACCO membership influences SACCO
membership negatively.

5. Conclusion and Recommendations

In view of the findings, this study established fhkowing factors affecting SACCO membership imnts of
duration in Kenya. On financial services offered3gcco Companies, the results indicated that a qaoioig of
financial services was a main cause of Sacco meshipein terms of years. On absolute income of memlthe
results indicated that an increase in member’'slatessincome had a positive impact in Sacco memiierish
terms of years in the long-run. On cost of Saccwises, the results indicated that an increasenst of Sacco
membership was likely to act as a prohibitive fagoSacco’s membership in terms of years.

Sacco’s should improve their financial servicesttoact members and retain them for many years.eSufnthe
ways through which Sacco’s can improve their finainservices are through providing quarterly statats,
providing loans which have short and long paymamations based on members capability and through th
provision of insurance loans among others. On ircafimembers, Sacco’s should continue to accomraodat
existing members as well as focus on targeting m@mbers in the market who have high absolute inscane
thus high disposable incomes. On cost of SaccadcssvSacco’s should ensure that that they havsonadle
membership costs with no hidden charges. Membeasldibe well informed about the costs they arelyike
incur before they apply for membership.

The study was limited to SACCOs operating in Naii©bunty, Kenya. Sourcing for information in resgaon
SACCOs is quite a challenge mainly due to biasasdhe associated with savings position and prefe of
individuals. SACCOs tend to operate their membearsoants confidentially and thus obtaining member’s
information can also be a challenge. Therefore, shidy surveyed a selection of SACCOs members thwitin
permission. Nevertheless, SACCOs operate undesdh®e legal and structural framework and as sueh, th
results of the study can be taken to be indicatifvéhe general trend in SACCO membership in Keryjze
study proposes that future research should beedaaitt to investigate effects of cost of SACCO e on
SACCO Membership in Kenya and to investigate tHatianship between absolute income of members and
SACCO membership in Kenya.
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