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Abstract

The study examined the role of SACCOs in poverty reduction. The aim of the study was categorically to;
establish as to whether SACCO’S are doing enough in as far as reducing poverty among their members in
selected Districts in Greater Bushenyi is concerned.

A cross-sectional design was used. Qualitative research approach was employed. The Key informants were
selected from Sacco’s Management and leadership resource persons who provided the qualitative data.
Purposive sampling was used to select the 19 Key Informants from 250 Sacco’s Management and leadership.
A key informant interview guide was used to obtain the data from the SACCO members and the Key
Informants respectively. The findings revealed that both financial and non-financial services reduce poverty.
The findings revealed that SACCOs are applauded as doing enough in as far as reducing poverty among their
members is concerned drawing from financial literacy training and entrepreneurship skilling training services
to their members. The findings revealed that for each additional increase in overall rigour of financial services
(credit services and saving services), poverty reduction among the Sacco members in Greater Bushenyi was
likely to get an average increase of 0.683 units in their poverty reduction (f =0.683, p = <0.000); overall
increase in rigour of non-financial services leads to a higher likelihood of poverty reduction among the
SACCO members in Greater Bushenyi.

1. INTRODUCTION

With a gross domestic product annual growth rate of 6.5% on average over the previous three decades,
Uganda's economic growth is deemed to have improved. (The World Bank Group, 2021). Due to this, the
nation has gradually recovered from the economic downturn endured between the 1970s and the 1980s as a
result of political unrest and poor administration (Mbeki, 2005). Uganda’s people's living conditions have
significantly increased, and the locked economy is on the road to recovery (The World Bank, 2021). Action
Aid Uganda has seen an increase in the number of SACCOs during the past ten years, with the bulk of the
population living in rural areas (Action Aid Uganda, 2013; Dieter & Gloria, 2019; Emmanuel, 2018). This
has significantly improved the quality of life for Uganda's rural residents. However, there is conflicting
empirical evidence about SACCOs ability to reduce poverty (Wichterich, 2017; Nuwagaba, 2012; Kizza &
Ssekibaamu, 2019) due to their continued vulnerability to shocks, as shown by the increase in poverty in
2016-2017 (Uganda Bureau of Statistics 2017; Waeyenberge & Bargawi, 2018). This chapter focuses on
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background to the study, problem statement, purpose of the study, study objectives, research questions and
hypotheses, justification of the study, the study significance and scope.

2. THEORETICAL FRAMEWORK

Theories of poverty

This study was guided by Political theory of poverty (Brady, 2009) and the Financial Theory of Intermediation
(Gurley, 1960).

Political theory

The political theory of poverty was developed by Brady in 2009.According to Political theorOy governance
and governmental policies are to blame for poverty. This viewpoint contends that institutions and power both
exacerbate poverty. It also contends that political outcomes like poverty are the result of power dynamics and
group decisions about resource allocation (Brady, 2009). Its foundation is the notion that group political actors
assemble the less fortunate classes in support of their own individual goals. It emphasizes the importance of
a country's institutional rules, regulations, and policies and the fact that, if they are ineffectual, they may be a
factor in some national regions' poverty.

The political theory also raises the idea that weak government policies undermine plans for potentially
stronger countries, like SACCOs, by creating inefficient and un productive economies through economic
instability. Since all societies that support change require people and families to have equitable access to
economic resources that may be used to produce goods and services, this is relevant to the study of SACCOs
and poverty reduction. Ineffective and unproductive government policies are the main contributors to poverty
among individuals, households, and economies. There is a system of ineffective laws, rules, and regulations.
It's crucial to note that the precise function of productive initiatives like SACCOs in a nation is not expressly
described by the political theory of poverty. Additionally, neither the political theory of poverty as a whole
provide insight for increasing a nation's productive initiatives, such as SACCOs, making it challenging to
interpret the feedback from poverty in a constructive way (Han& Max, 2019; Ghaliba, 2014). As a result, the
theory of financial intermediation was used to fill in the gaps left by the constraints of political theory in order
to explain SACCOs poverty reduction.

The Theory of Financial Intermediation (Gurley 1960)

The financial intermediation theory was propounded by Gurley (1960). Gurley (1960) asserted that during
economic expansion, a country's financial system grows more swiftly than its total wealth. The fundamental
tenet of financial theory of intermediation is that the financial system mediates and facilitates the movement
of funds from savings to people and organizations wishing to invest in capital goods as well as those looking
to finance investment projects. Financial intermediation is required for the distribution of funds for
investments, liquidity, and consumption. Financial intermediation contributes to economic growth and
improved public welfare. According to financial theory of intermediation, owners of savings provide
borrowers money, who then invest it in the most profitable economic activities.

The four functions of the theory that this study determines to be its strongest aspects are the bridging pool of
financial resources, reduction of transaction costs, the decrease of liquidity risk, the accessibility of
information, and debt renegotiation. Even while this isn't always required to promote the nation's economic
development, a nation's financial system should be set up as a web that encourages interactions between
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financial institutions, financial and poverty reduction in this study because of the bridging pool of financial
resources, the reduction of transaction costs, the reduction of liquidity risk, and the provision of information.
This theory was in addition used because it explained very well the needed details for reducing poverty
markets, and financial products. The two theories, the political theory and the theory of financial
intermediation reinforced one another and aided in overcoming any shortcomings that might arise from
relying just on one of them. This theory is relevant to the investigation of SACCOs.

3. STATEMENT OF THE PROBLEM

SACCOs does provide access to services, which are utilized to reduce poverty among their members
(Kyamulesire, 1988; Financial Sector Deepening Uganda, 2022).The general consensus is that by offering
these services, members may grow their own micro businesses, save money, raise their income, control their
consumption, take calculated risks, and ultimately lessen their poverty (Kyamulesire, 1988;Uganda
Investment Authority,2014).

Bushenyi, Mitooma, and Sheema are well known for having the majority of well-developed SACCOs (80%)
in Uganda (UBOS, 2018; Ministry of Finance, Planning, and Economic Development, 2021; UBOS, 2020).
Nevertheless, a sizable portion of SACCO members from these districts have remained susceptible to disease
and poor health, illiteracy, a lack of proper housing, water, clothing, and food, restricted access to education,
and appalling living conditions (UBOS, 2018; Musiita etal.,2023; GBDSR, 2020;UBOS 2020; UNHS,
2019/2020; Greater Bushenyi District Community Development Report, 2018). In addition, 40% of SACCO
members live in poverty, which is higher than the 32% national average (Bushenyi District, 2020; UNHS,
2019/2020). Despite its significance, no conclusive connection has been made between the reduction of
poverty among SACCO members in Mitooma, Bushenyi, Sheema and the financial or non-financial services
provided by SACCOs (Mitooma District SACCO Report, 2020;Byabashaija et al., 2017; Bushenyi District
Abstact, 2019; Sheema District Abstract, 2020; UNHS, 2019/2020).

More so, according to the literature accessible little is known on the role of SACCOs in poverty reduction
among SACCO members in Mitooma, Bushenyi and Sheema districts (Greater Bushenyi District Commercial
Development Officer Report, 2021; Greater Bushenyi District SACCO Report, 2020). Even the few studies
that have been conducted in Uganda have been conducted in areas far from Sheema, Mitooma, Bushenyi and
have contradictory results. For instance, studies by Emmanuel (2018), Benon (2020) and Mwosi (2020) found
out that SACCOs did not reduce member’s poverty and instead created long-term indebtedness, while
Mpubani (2019) and Kizza (2019) found a somewhat positive role of SACCOs in reducing poverty. The
information above indicates that there is ongoing disagreement on whether SACCOs genuinely assists its
members in Bushenyi, Mitooma, Sheema and throughout Uganda in reducing poverty.

In order to fill the gaps described above and provide pertinent advice for reducing poverty among SACCO
members, the researcher undertook a study to examine the role of SACCOs in poverty reduction: A case study
of selected districts in Greater Bushenyi, Uganda.

4. SACCO financial and non-financial services contribution to poverty reduction.
More still, a study by Hossen and Ruhi (2019) revealed that SACCO credit services have developed into a
very well-liked and acknowledged tool used to combat poverty in developing nations like Bangladesh. Hossen
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and Ruhi (2019) note that the public currently views SACCOs credit services in many respects as a tool for
eradicating poverty. He expressed caution, however, by stating that not all parties and individuals concur that
Sacco’s credit services have significantly impacted the reduction of poverty.

Adekola & Chidinma (2017) also discussed how SACCOs operating in Nigeria were doing in terms of
reducing poverty by offering credit services to their members. A stratified random sampling strategy was used
by Adekola and Chidinma (2017) with a sample size of 1,103, or 50% of the SACCO population. They
discovered that SACCOs in the study area had empowered its members through their efforts to combat poverty
and that the SACCOs had assisted in increasing members' incomes by offering credit facilities. However,
research by Adebisi et al., (2020) in Nigeria indicates that SACCO credit services have not significantly
reduced poverty, and as a result, the poverty status is concerning. In addition, Adebisi et al., 2020 assert that
despite the SACCOs provision of credit facilities, poverty remains ubiquitous, high, and common in Nigeria,
affecting a substantial section of the nation's enormous population. Even more Kumaha and Boachieb (2016)
conducted a critical assessment of the discussion surrounding the efficiency and effectiveness of SACCOs
credit services in Ghana as a general tool for reducing poverty. They found that SACCOs credit services
increase income levels of their members by allowing them to use credit to buy basic necessities like tools,
materials, and equipment, which creates jobs and raises their standard of living.

As well, Kihwele and Gwahula (2015) conducted a study on the effects of SACCOs credit services on
Tanzanian poverty reduction. Poverty reduction was the dependent variable in the study, whereas
entrepreneurship abilities and microfinance services were the independent factors. 40 SACCO beneficiaries
were selected as a sample by Kihwele and Gwahula (2015). Their findings demonstrated that, as long as loans
were used to fund income-generating activities (IGAs) or productive activities, SACCOs credit services
helped to reduce poverty by 50%. Additionally, they found that SACCO recipients enjoyed higher earnings,
superior social services, and self-employment. More still, they discovered that SACCOs offered
entrepreneurial skills, however at a low rate because the majority of the training provided by SACCOs is
intended to raise members' awareness of the terms and conditions of loans and savings accounts rather than
to develop business abilities.

Emmanuel Ahurira (2018) carried out a study on Savings and Credit Cooperative Societies and members
poverty reduction. The study used a correlational descriptive design and employed both quantitative and
qualitative methods for data gathering and analysis. According to the report, there is a direct link between
financial access and the decline in poverty. Additionally, Emmanuel Ahurira (2018) pointed out that the
members of SACCOs were able to take advantage of their credit services in order to meet their basic, medical,
and other social needs. This, however, conflicts with some academics who said that SACCOs credit services
did not enhance the revenues of its members instead increased their long-term debt, rendering them helpless
(William Nyanja, 2017; Makoba & Wakoko-Studstill, 2016; Dieter & Gloria, 2019). In addition, Nuwagaba
(2012) findings through his study on SACCOs as a source of financing agriculture show that SACCQO’s credit
services do not increase productivity in Agriculture because the SACCOs are more unwilling to offer credit
services to agricultural activities.

Savings services and poverty reduction

According to Nyarondia (2017), SACCOs have given the poor a financial safety net by enabling them to save
and borrow money to finance the expansion of their businesses. According to Nyarondia (2017), many
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businesses have seasonal sales cycles, and some industries—like manufacturing and agriculture—experience
sharp swings in demand between high and low seasons. He continued by saying that the more frequent and
significant the downtimes, the more savings the company should have, and that even for businesses that
experience minimal or no downtime, it is still a good idea to prepare for unforeseen circumstances by making
savings that ensure the companies of SACCO members will have access to sufficient crisis funds to cover
working capital requirements. Additionally, SACCOs have increased incentives for investors to engage in
hazardous or dangerous investments under the implicit assumption that SACCOs will share part of the losses
with investment account holders (Farook, Hassan, and Clinch, 2012). The SACCOs financial services are
impacted by the way risk is distributed among its clients, which also helps members' businesses expand.
Adekola (2019) asserts that encouraging customers to save with SACCOs has a positive impact on the
expansion of customers' businesses. However, when provided with adaptable and welcoming saving
amentities, the ability and willingness of the poor to save can lead to the mobilization of significant amounts
of resources. Greater net savings per member or customer per year (and consequently more resources for
SACCOs) can be generated through voluntary, open-access savings plans than by being coerced into such
plans.

Ssengendo (2016) focused on the impact of SACCOs services on customers' saving habits in the Wakiso
neighborhood. The goals of the study were to define the services provided by SACCOs, identify the
difficulties members encounter when saving with SACCOs, determine how SACCOs affect their clients'
saving habits, and identify the methods SACCOs employ to help clients develop better saving habits. The
results of the study showed that SAACOs had a noticeable impact on clients' saving habits in terms of financial
mobilization, business management, improved standard of living, business skills, and advising services.
SACCOs used information sharing, loan committees, credit history examination, and frequent visits as ways
to encourage clients to save more money. According to the report, it is important to prioritize client
mobilization and sensitization.

SACCO non-financial services contribution to poverty reduction

Entrepreneurial and skill development and poverty reduction

Firstly, there seems to be a growing consensus that entrepreneurship is necessary for wealth accumulation or
building in order to reduce poverty (Nguyen, Swain, and VO, 2009). While non-productive loans just
encourage consumers to consume more, loans to micro entrepreneurs help them accumulate assets (Bruton,
Ketchen, and Ireland, 2013; Usman et al., 2015; Banerjee et al., 2015). We choose this agenda since research
frequently focuses on micro-entrepreneurs (Khavul, Bruton& Chavez, 2011). Additionally, both official and
informal microfinance are essential for microbusiness owners in underdeveloped areas (Banerjee et al., 2015).
For instance, more than 67% of farming households in China (Turvey & Kong, 2010) borrow from family
and friends since they may contact them "at no cost" (Gine, 2011) other than maintaining a social network
(Banerjee et al., 2015). Trade credit, moneylenders, and rotating credit and savings associations (ROSCAs)
are further forms of informal credit (Tsai, 2004). For instance, ROSCAs are thought to increase business
chances, especially for women, even in less impoverished areas like urban Malaysia (Ghazali, 2012).

In a similar vein, Kihwele & Gwahula (2015) investigated how SACCOs affect the reduction of poverty in
Tanzania. The dependent variable of the study was poverty reduction, whereas the independent variables were
entrepreneurship skills and microfinance services. 40 SACCO beneficiaries were utilized as a sample by
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Kihwele and Gwahula. According to their findings, SACCO services helped to reduce poverty by 50% as
long as credits are capitalized or spent in profitable or productive endeavors. Furthermore, SACCO
beneficiaries reported better social services, income, and self-employment (Kihwele &Gwahula, 2015). They
highlighted that SACCOs were also found to give entrepreneurship training, but at a low rate, as the majority
of the training is focused on increasing members' awareness of saving/loan conditions and terms rather than
building entrepreneurial abilities.

Financial literacy training and poverty reduction

Han (2019) & World Bank Group (2020) claim that microfinance institutions (SACCOs) have shown the
ability to provide dependable facilities or services to underprivileged consumers, which ultimately helps to
reduce poverty. However, Mia, 2017; Railien & Sineviien, 2015 showed that Bangladesh now has the largest
microfinance operations in the entire world. It has been noted that SACCOs have helped people in Bangladesh
develop not only their material resources but also their human resources by ensuring improved access to
education, health care, system, and general awareness among the people about their skill acquisition, rights,
and responsibilities, health services, education, social capital, management, and financial education, all of
which are argued to be crucial components of microfinance (World Bank Group, 2020; Mia, 2017).

More so, the SAACOs provide their members with training in financial management as one of their services
(Adebisi, 2020). This is consistent with the cooperative movement's fifth norm or principle, which
emphasizes the need for cooperatives to provide their members with training, education, and training
(Adebisi, 2020). Churk (2015) emphasizes the need for advising services and notes that the effect of financial
services on welfare depends on the accessibility of complementary inputs including market services,
irrigation, and education. Additionally, it is claimed by Bendig ef al., (2009); Patel, 2018; Sinha, 2019) that
a lack of education, isolation from time-consuming banking procedures, and low-income levels make it
difficult for people to access formal financial services. Financial education programs can help SACCO
members make better borrowing, saving, and financial decisions (Owolobi, 2015; Msuya, 2018; Elem,
2018).

In his study on the Impact of Microfinance Institutions on Growth and Development of SMEs in Machakos
County, Kyale (2013) sought to determine the real-world application of purported solutions provided by
Microfinance organizations and how this impacts the expansion of small enterprises. To examine the
information gathered, SPSS was employed. According to the study's findings and the responses of 36.4% of
the participants, small-scale enterprise credits are the primary service offered by microfinance firms.
According to the survey, MFIs should schedule workshops and seminars to teach small businesses about
financial literacy, management techniques, and ICT usage. Arising from the above, it is hypothesized that;

5. METHODOLOGY

A cross-sectional design was used, where a qualitative research approach was employed. Key informants were
selected from Sacco’s’ Management and leadership resource persons provided the qualitative data.Purposive
sampling was used to select the 19 Key Informants from 250 Sacco’s Management and leadership. Key
informant interview guide was used to obtain the data from the Sacco members and the Key Informants
respectively. 19 key informants were proposed for interviews. Data was collected from 17 key informants
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interview and the overall response rate 98%. This was a perfect response rate, higher than then minimum of
60% recommended by Fincham 2008.

Qualitatively, out of 250, a total of 19 respondents participated in the qualitative interviews. Specifically,
these were Board Members, Sacco General Managers, and Credit Officers. This unlike the quantitative
methodologies where the sample sizes are predetermined, in this study the sample size was determined
purposively majorly on key informants. These were purposefully chosen for the study due to their unique
knowledge of Sacco’s and poverty reduction in Greater Bushenyi. Therefore, a total number of 17 respondents
were considered for this qualitative study.

The qualitative data was analyzed using Atlas.ti version 7. To determine the impact of Sacco financial services
(credit and saving services on poverty reduction.

Participants were asked in if their own views whether they thought SACCOs were doing enough in as far as
reducing poverty among their members is concerned. In the light of financial services, the majority of the
participants affirmed that SACCOs were doing enough in as far as reducing poverty among their members.

+  Government should
reduce taxes (3-0)

ore 1L ]
4 Asset acquisition and +  SACCO waE filling
+ Saccos and the accumulation (3-0) commercial banks (4-0)
government joning efforts (7- y &  Appreciating SACCO’s
9 ¥ tramning services (3-0)
+ Credit and loans (4-0) ; ul
‘ +  Giving the poor a special
e treat by SACCO (10-0)
s X

% Reducing poverty among their members

The themes that emerged from the views of the Key Informants:

Credit and loans that are advanced to members have seen them grow and develop (4 responses)
SACCO members appreciate the services of SACCOs as being transformative. Their financial services have
served them where commercial banks excluded them as poor and lacking collateral property. With group
loans SACCOs have been able to serve the poor section of the communities and societies. SACCO non-
financial services have equipped the SACCO members with entrepreneurship skills that has seen members
start and thrive in business doing and income-generating activities as well as training the members with
financial management. In this regard, Key Informant elicited that credit and loans that are advanced to
members have seen them grow and develop (4 responses)
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“SACCOs are trying to do their work of reducing poverty among their members. This is because members
have started businesses, agricultural activities have increased and improved, and the SACCOs have offered
loans to its members, among others” — (Key Informant 7, male aged 39).

“SACCOs are trying to do their role of reducing poverty. Members have been given credit facilities, for
example, and have paid them back; the SACCOs have tried to train members, and the general standard of
living of members has improved” — (Key Informant 10, Male aged 39).

“SACCOs are doing their work well. A person who was taking one million in the last few years is now taking
ten million, indicating that there is an improvement in income and a reduction in poverty” — (Key Informant
11, Male aged 62).

“SACCOs have helped common people take their children to school due to school fees loans” — (Key
Informant 5, Male aged 51).

“SACCOs have tried to do their work of reducing poverty among the members through the provision of credit
facilities to enable them to do the activities they want to do so as to get out of poverty” — (Key Informant 2,
male aged 43).

So, it may be concluded that from voices of the Key Informants, SACCOs financial services have seen
members grow and develop.

Asset acquisition and accumulation by SACCO members (3 responses)

From the loan facilities advanced to members, SACCOs have seen members prosper in business and income-
generating activities. In this regard, the Key Informants elicited asset acquisition and accumulation by
SACCO members as proof enough that SACCOs were doing enough in as far as reducing poverty among
their members is concerned (3 responses).

“SACCO:s are helping their members reduce poverty. Many members have developed because of SACCOs.
When these people feel like wanting to buy land, start a business, or pay fees for their children, among others,
and they find that they don’t have the large sum of money at the moment, they come to the SACCO, get money,
and keep on paying in bits” - (Key Informant 3, Female aged 37).

“SACCOs have tried to do their work. SACCOs have helped the members save, and through that, they have
been able to buy plots of land, pay fees for their children, acquire basic needs, and start businesses, among
other things that have helped reduce poverty” - (Key Informant 12, Male aged 56).

“SACCOs have played a great role in reducing poverty among their members. The respondent said that things
that used not to be there are now available. Now people no longer use traditional lighting systems, that most
of them now use solar, that almost all homes have houses roofed with iron sheets, and that their children are
educated, among others” - (Key Informant 8, male aged 46).

As such, it can be concluded that asset acquisition and accumulation by SACCO members is one of the proofs
that SACCOs were doing enough in as far as reducing poverty among their members is concerned.

SACCOs were filling commercial banks gap (4 responses)

SACCOs target the poor sections of our society. Most of these poor are excluded from banking services of
traditional commercial bank loan facilities. Commercial banks find it difficult to cover the costs of providing
rural financial services, thus exclude the unbanked poor. SACCOs have come in handy to fill the gap for
which that Key Informants elicited that SACCOs were filling commercial banks gap (4 responses).
“SACCOs have tried to reduce poverty among their members ... commercial banks are business banks and
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that they are far removed from the very poor. SACCOs get time and go to villages to see how the members
are faring, which is not done by commercial banks, and interestingly laughed and mentioned that maybe
commercial banks go to villages when they are going to confiscate and sell the properties of their members
in case they have failed to pay” — (Key Informant 5, Male aged 51).

“SACCOs are trying to reduce poverty among their members. SACCOs charge a fair interest rate to their
members and other charges are fair compared to commercial banks” — (Key Informant 6, Female aged 38).
“SACCOs have assisted in reducing poverty among their members...it is easier to get a loan from the SACCOs
within a short period of time than from commercial banks” — (Key Informant 7, male aged 39).

“SACCOs have helped the common man. This is because even the poor people who fear going to commercial
banks can easily get their services from the SACCOs because they interact with them one-on-one and
sometimes advise them on what they should do to reduce poverty amongst themselves” — (Key Informant
14, Male aged 41).

With filling commercial banks’ gap of finding, it difficult to cover the costs of providing rural financial
services and excluding the unbanked poor, SACCOs have positioned themselves as paramount to reducing
poverty among SACCO members.

Appreciating SACCOs training services offered to their members (3 responses)

SACCOs financial literacy and entrepreneurship skilling trainings have factored a great deal in appreciating
them as doing enough in as far as reducing poverty among their members is concerned. Key Informants
voiced this appreciating SACCOs training services offered to their members (3 responses)

“SACCOs are trying to do their work despite the fact that there is still a need for SACCOs to do more training
for their members” — (Key Informant 12, Female aged 27).

“SACCOs have helped train their members on how to use the acquired finances productively (financial
literacy training), thereby reducing wastage on their part” — (Key Informant 12, Male aged 56).

“SACCOs train members on how to start their businesses and projects that can eventually help them get out
of poverty, though the respondent mentioned that it is not seriously done by these SACCOs” — (Key Informant
6, Female aged 38).

So, it can be concluded SACCOs are applauded as doing enough in as far as reducing poverty among their
members is concerned drawing from financial literacy training and entrepreneurship skilling training services
to their members. Key Informants voiced this appreciating SACCOs training services offered to their
members (3 responses)

Conclusion

The study findings indicated a positive relationship between Sacco’s roles and poverty reduction. The findings
further showed that Sacco’s are commended for their efforts to reduce poverty. Sacco members agreed that
Sacco’s are playing their part in as far as poverty reduction is concerned. This is through financial literacy
and entrepreneurship training services to their members, making it easier for the poor to obtain a loan from
the Sacco’s than from commercial banks, promoting members’ welfare and prosperity as a source of more
savings while encouraging more to join the Sacco’s, and assisting members in growing through the loans and
credit extended to them. Members have been able to acquire and accumulate assets, and Sacco’s has also
helped to fill the commercial banks gaps and have offered training services.
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