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ABSTRACT 

Effective empowerment of persons has always been essential to the cooperative thoughts. 

Poor individuals who have joined cooperative groups can endow themselves with beller 

socio-economic power they need ConSidering this situation, this study has made a good 

effort to assess the role of Saving and Credit Cooperatives (SACCOs) in upholding the 

empowerment of the rural poor, taking members of Kalla Tembien Woreda SACCO in focus. 

The methodology of this study is a combination of quantitative and qualitative methods 

based on the data collected ji-om primary and secondary sources. Data were collected ji'om 

110 respondents following simple random sampling method In order to strengthen the 

household survey, FGDs and key informant interviews were conducted. Besides the 

descriptive statistics, Wilcoxon Signed Rank Test (WSRT) was employed to look at the 

socia-economic benefits derived by members afterjoining the SACCOs, 

Accordingly, the WSRT result sholVs that the average monthly income, consumption and 

education expenditure, and total amount of monthly savings are significantly improved 

after joining the SACCOs. Besides, good improvements were observed in respondent's 

participation, respondents' exposure to mass media, members contact with DA 's and 

cooperative offiCials, re,lpondent 's living standard and occupation. 

To identifY the major problems of the cooperatives, FGDs and interviews were conducted 

and the results have shown that lack of skilled and educated man power, extreme 

dependence on external jill1ds, need of immediate dividend payment, poor saving habits, 

loan insufficiency, insuffiCient training and education, and firm competition Ji'om 

microjinance institutions are among the main problems of SACCOs identified in the study 

areas. 

Finally, the study concludes that members' income, savings, credit and participation have 

the possibility improving members' empowerment. Therefore, valuable and sl/ccessjid 

scheme or initiative should be undertaken by government, NGO 's and other stakeholders to 

realize members J socia-economic empowermenllhrough saving and credif cooperatives. 
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1.1. Background to tbe Study 

Chapter One 

Introduction 

Cooperatives pl ay a meaningful ro le in uplifting the soc io-economi c conditi ons of thei r 

members and their loca l communities. Cooperati ves as soc io-economic and self-he lp 

organizati ons empower people to thin k, j oin and work together for deve lopment in tandem 

with the accepted social , cultura l and ethica l va lues. Unlike other forms o f orga ni zations, 

members a re users o f cooperati ves and every indi vidual who claims ownership right wi th a 

cooperati ve should feel empowered. This means cooperatives empower peop le to define, 

decide and direct the affairs of their cooperatives in their interest and in the interest o f the ir 

communities (Pankajam, 2003). 

The concept empowerment includes both contro ls over resources (phys ica l, human, 

inte ll ec.tua l and financ ial) and ideo logy (belief, values, and attitudes) (Batli wa la, 1994). 

Empowerment is the process of improv ing and building individuals and groups' assets, and 

promoting the efficiency and fairness of the organizati onal and instituti ona l c ircumstances 

which govern the use of these assets. For thi s reason, cooperatives are play in g a substantial 

role in achi ev ing the process of empowerment of individuals and groups (Worl d Bank, 

1998). Besides, according to Sharm a (2005), cooperatives are socio-economic enterpr ises 

set up on the basis of equi ty and democratical ly managed to empower the ir members to 

deal with the challenges of market competition and to safeguard themselves against the 

exploitation. Each principle of cooperati ves gives direct ion towards empowerm ent of the ir 

members and comillunities. 

No one can deny that the majori ty of Ethi opia's poor are those people who li ve in the rura l 

areas and are engaged in subsistence peasa nt agri culture. The second major category o f the 

poor is those indi vidual s who are engaged in in fo rmal sector whose income are in suffic ient 

to prov ide the ir basic needs (Bekele, 1996). 

Gett ing out of poverty trap is di ffi cul t for the poor unless there is outs ide intervention. 

Poverty is a result of many factors and inc lude am ong others, lack of financ ia l resources for 

capita l formati on. Credit is a liquid asset through which the poor can acqui re productive 

cap ita l to improve the ir capac ity to generate income, sav ings and in vestment. The increase 

in income and th e possess ion of asset will enable the poor to fulfill the ir bas ic needs (ib id) . 



Moreover, Coffey (1998) and Schneider (1997) explained that poor fanners ha ve had 

inadequate access to credit and saving facilities. This has been caused low agricultural 

output in many developing countries. Similarly, in Ethiopia, among other things, lack of 

finance is one of the fundamental problems impeding production, productivity and income 

of rural and urban households. Since access to institutional finance is very limited, the 

majority of the poor obtain financial services through informal channels, such as private 

money lenders, lkub, relatives and others (Wolday, 2003). 

Recently, Ethiopia has made considerable effort in supplying loans to the poor, mainly to 

the rural poor, largely in line with the country's overall development strategy which is 

called Agricultural Development Led Industrialization (ADLI). This strategy is patt and 

parcel of Ethiopia povelty reduction strategies, including the Sustainable Development and 

Povelty Reduction Program (SDPRP) approved in 2002, the 2004 Food Security Strategy 

(FSS) and most recently, the 2006 Plan for Accelerated and Sustained Development to End 

Poverty (PASOEP) (FORE, 2008; cited in Emmanuel et a!., 2009). In relation to 

implementing these strategies, cooperatives are considered as one of the key actors. There 

have also been a number of initiatives to establish and expand microfinance institutions in 

the rural and urban areas. Annual report prepared by FCA (2009) pointed out that the 

Ethiopian government enacted proclamation No. 4011996 for the institutionalized operati on 

of microfinance institutions and proclamation No. 147/ 1998 to the active creation and 

strengthening of cooperative organizations in every corner of the country including saving 

and credit cooperatives. 

The relevance of financial institutions as a basic instrument of povelty reduction has been 

increasing from time to time. The government of Ethiopia has established federal 

cooperative agency to take measures to improve, organize and su pervise the development 

of cooperatives in the country so that large number of the poor would get out of poverty. 

Savings and credit cooperatives provide financial services to poor and low-income people 

111 many countries. Although the sav ing and cred it cooperatives are newly emerging 

financial institutions they are providing sav ing and credit services to their members. 

Therefore, it is against this backdrop on cooperatives that this study attempts to assess the 

role of saving and credit cooperatives in empowering the socio-economic conditions ofthe 

rural poor, taking members of Kolla Tembien saving and credit cooperatives in focus. 
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I 

1.2. Statement of the Problem 

The World Bank ( 1998) repOlted that in any low income country, the existing operation of 

the formal financ ial institutions is ineffi cient to prov ide sustainab le cred it facilities to the 

poor. To solve thi s prob lem, microfi nance in stitutions like sav in g and credit cooperatives 

have been deve loped . Many of these programs use soc ial mechan isms, such as grou p based 

lending, to reach the poor who lack access to forma l financia l insti tutions. 

Lack of finance is among the ma in obstacles facing poor households who run and wish to 

look for small bus iness. One way of overcoming this problem is to go for credit. However, 

the formal banking serv ices in many deve loping countri es are largely urban based. Formal 

financia l instituti ons do not deliver cred it as and when needed without elaborate paper 

work, bureaucratic lend ing procedures, and stringent co ll ateral requ irements. They also 

operate at high transaction cost. Consequentl y, the contribution of these banking 

institutions to the nationa l economic development has rema ined grossly inadeq uate 

(So lomon, 1996) 

However, an alternative and innovati ve approach undertaken in some Asian countri es has 

disproved the myths that the poor are not creditworthy. The Grameen Bank is one (perhaps 

best example) des igned to offe r institutional cred it to the very poor so as to deve lop 

entrepreneuria l activities and address rural p~verty. The new banking system has been able 

to meet the objective of serving the poor and providi ng to become sel f sustaining. The key 

to the success of such a bank lies on their effici ent creel it delivery systems, no loan security 

requirements, and un bureaucratic lend ing procedures (ib id). 

In this context, coope rati ve model of ru ra l financia l institut ions such as sav ing and credi t 

cooperatives can playa potentia lly important role in address ing these problems and in 

empowering the soc io- econom ic we lfare of the rural poor. 

Accord ing to Dejene (1995), sav ing and cred it cooperatives are an autonomous association 

of groups of indi vidual s with a comm on bond who have the ultimate objectives of sav in g 

and lending money to one another at a relat ively lower interest rate for productive and 

prov ident purpose . Similarly, sav ing and credit cooperati ves are widespread due to the 

demand for cred it and financial services. The main objecti ve of these cooperatives is to 

prov ide financial services to their members who are genera lly organ ized in se lf-he lp groups 

3 



for income generati on or small businesses (Tigst, 2008). Accord ing to Assefa (2007), even 

if the tota l am ount of capital that can be accumulated by credit coo peratives operat ing at 

the grass root level is often quite low, access to credit is often seen as essentia l for success. 

Cooperatives are truly empowering members, in origin , in mission and in vision, in theory 

and in action. Empowerment with in cooperatives focuses initiall y and primari ly on the role 

of members. It ori ginates w ithin and returns to the members, and it can be found in the 

process of fo rmation, promotion, perpetuati on of cooperati ves. Empowerment of members 

goes we ll with member's palti cipati on in the consti tution, management and business of 

cooperati ves in which members influence the direction, scope, operati ons and act ivities of 

the ir cooperat ives in their interest as well as that of the community at large (Rav ichandran, 

1995) . 

Cooperati ves manifest themselves as a great enabling force prov iding empowerment 

benefi ts to the rura l and urban people. In cooperative setting, empowerment is an inherent 

phenomenon and it is centra l to the organizational purpose and process. Cooperati ves can 

not be successful w ith out effecti ve empowerm ent of the ir members (ibid). 

Kalla Tembien Wareda sav ing and credit cooperati ves are establi shed to prov ide sav ing 

and credit services by targeting the poor peop le with the dec is ive objective o f household 

food security, increas ing household income and improv in g the overall economi c and socia l 

conditions of their community in genera l and members in particul ar. The poor partic ipate in 

such a program with the expectation that taking credi t increases their income, sav in g, 

employment, access to education and hea lth faciliti es and enhances the li vin g standard of 

the poor, and ultimate ly achieves the objective of soc io-economi c empowerment and 

poverty reduction. The assessment of the role of saving and credit cooperative is, therefore, 

s ignifi cant to determin e whether it has rea lized its objectives and goa ls or not. 

In the study area, the establishment of saving and credit cooperat ives has started since 

2004. Though the program has been in place for the last s ix years, its role on SOC IO­

economi c empowerment has not been assessed. Thus, based on the above idea, th is 

resea rch attempts to look at the role of prov iding sav ing and c red it fac il it ies through 

cooperati ves with the intent to enhance and empower the soc io-economic rea lms of the 

rura l poor taki ng Kalla Tembien Wareda as a case study. 
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1.3. Objectives of the Study 

General Objective: 

The centra l objective of th is study IS to assess the role o f savlllg and cred it 

cooperati ves in empowering the rural poor. 

Specific Objectives: 

Primarily, thi s study wi ll add ress the fo llowin g two specific object ives: 

I. To assess the ro le of saving and cred it cooperatives in the soc io-economic empowerment 

of members'. 

2. To identi fy the major prob lems and cha llenges of saving and credit cooperatives in the 

study area. 

1.4. Research Questions 

I. What are the roles o f saving and credit cooperatives in the socio-economic 

empowerment of the rural poor? 

2. What are the major problems and chall enges of sav in g and credit cooperatives in 

the study area? 

1.5. Significance of the Study 

The study is particularly significant at this time because there is a strong push by the 

governm ent through rural fin anc ial service program to de li ver fin anc ial services through 

commun ity based and loca lly owned organizat ions. A key objective is to support 

communi ties to estab li sh a nati on wide infrastructure of sav ing and credit cooperati ves to 

enable commun it ies to access financ ial services, like sav ings, credit, money transfe rs and 

so forth. Therefore, the ev idence will contribute to the theoretical and empirica l body of 

know ledge ava ilab le on cooperatives and it will give a room fo r othe r s imilar studies, and 

will contribute fo r the abundance of literatures in the area. 

1.6. Scope and Limitation of th e Stud y 

The paper was limited to address the role of sav in g and credit cooperatives in empowering 

the rura l poor in Tigray regi on with particular emphas is in Kalla Tembein Woreda, central 

Zone of Tigray, only in 1\"0 saving and credit cooperati ves. 
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There we re a number of lim itat ions in thi s study. Fi rstly, since the study is conducted only 

in two Tabias of one Woreda of Tigray, it may fail to represent the actual scenari o of the 

whole co untry. Secondly, at the times of data co llecti on, respondents were unwilling to 

provide the necessary inform at ion. Thirdly, Respondents were coming for interviews with 

certai n expectations wh ich the researcher cou ld not prov ide . Hence, during the data 

collection phase every acti vity conducted were demanded a sum of money. Fourth, since 

the ana lys is of soc io-economi c empowerm ent was done by assess ing and comparin g 

members' s ituat ion on the bas is o f before and after in volvement, responde nts may lose 

their memory to explain the ir s ituation before being a member. Bes ides, a ll improvement 

shown after program participation may not be due to the SACCOs. Fina lly, getti ng 

secondary data from the Woreda saving and cred it cooperati ves and promot ion bureau was 

also challeng ing. There were no complete records of th e activities undertaken by the sav in g 

and credit cooperatives in each yea r. 

I. 7. Organization of the Study 

The paper is organized into fi ve chapters. The first chapter compri ses the in troductio n part 

of the research co nsisting of statement of the problem, objectives o f the study, research 

questions and hypothes is, signi ficance of the study, and the scope and limi tat ion of the 

study. The second chapter dea ls w ith rev iew of related literatu re. T he third chapter prov ides 

methodo logy of the research which consists of desc ri ption of th e study area, sampl ing 

proce'dure, source and method of data co llection, and method of data ana lys is. Chapter four 

presents the fin dings and di scuss ion part of the resea rch. Finally the pape, wraps up its 

presentati on by making conc luding remarks and recommendat ions. 

-=-.. 

--- ._-------
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Chapter Two 

Review of Related Litel'ature 

2.1. Definitions and Basic Concepts of Coope ratives 

2.1.1 Definitions 

Cooperatives - bus iness terminology is not always c lear and different term s are often used 

to descri be the same business concept (Cropp, 2005). Likewise, when we deal with 

definitiona l di scuss ion, we may not find uni versa lly accepted definitions. The term 

'cooperati ve' may be defined in severa l ways. However, ICA ( 1995) defined cooperatives 

as: 

"An autonomous association of persons united voluntarily 10 meet their common 

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

democralically conlrolled enle'prise" (I CA, 1995) 

The above definit ion of cooperati ves emphas izes the fol lowing characteristics: 

.:. The cooperative is "autonomous" that is, it is an independent and free institution . 

• :. It is an "assoc iation of persons" means they are not an assoc iat ion of capitals . 

• :. The persons are united "voluntarily" mea ns membership in a cooperative should not 

be compulsory. Members should be free to jo in or to leave the cooperat ive . 

• :. "Members of a cooperati ve meet the ir common economic, soc ial and cu ltura l 

needs". This emphas izes that cooperatives are organized by the ir members, for the ir 

members. Member needs may be si ngular and limited, they may be di verse, they 

may be soc ial and cultural as we ll as purely economi c, but, what ever the needs, 

they are the central purpose for which the cooperative exists . 

• :. "A cooperative is a jo intly owned and democratically contro lled enterpri se". Thi s 

phrase emphasizes that ownership is di stributed among members on democratic 

bas is. 

A cooperative is usually perce ived as a soc io-economi c organization that can fu lfi ll 

both socia l and economic objectives of its members, and that has its member's interest 

truly at heart. There are three dimensions of cooperat ives-economic, social, and mora l, 

which are equa lly cruc ial fo r its success. The dec ision making system of cooperat ive is 

a perfect democratic institutions of members wh ich is based on the "one member, one 

vote" system (S ingh, 1999). 
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Saving and Credit Cooperatives (SACCOs) - SACCOs have many names around the 

wo rld inc lud ing credit uni ons. SACCOs are financ ial instituti ons that are owned, 

controlled, and capitalized by the ir members. WOCCU defi nes SACCOs as : 

" ... lIs ers owned microjinonce instil ulians that offer saving and cree/ilIa their members .. 

membership in a credit union is based on common bond, a linkage shared by savers and 

borrowers that can be based on a community, organizational, religiolls or employee ajjiliation" 

(WOCCU, 200 I; on http://www.saccol.org.zalpri ntdocs/saccos.htm) 

The Africa n Confederat ion of Cooperative Saving and Credit Associations (ACCOSCA) 

define saving and credi t cooperat ives as: 

"A thrift and credil cooperative is aji-ee association of people Hlilh a COlllIJIon bond who 

save and lend money 10 one another allow interest ralefor productive and provident 

pwposes. "(ACCOSCA, 1969; pp.3) 

[n additi on, as per SACCOL ( 1998) of South A frica, a sav in gs and credit cooperati ve is a 

democrat ic, un iq ue member driven, self-help, not fo r pro fi t financ ial cooperatives. It is 

owned and governed by members who have the same common bond, and membership is 

open to a ll that be long to a group, regardless of race, religion, color, creed, and gender or 

job statu s. T hese members agree to save thei r money together in the sav ing and cred it 

cooperatives and to make loans to one another at reasonable rates o f interest. Interest is 

charged to cover the interest cost on saving and the cost of admi nistration .There is no 

profi t pa id to anyone. The members are the owners and the members decide how the ir 

money wi ll be used for the benefit of one another (Bailey, 2001 ). However, it should be 

noted that, in Ethi opia, savin g and credit cooperati ves often pay di vidends to the members 

depending on the number of shares one has. 

According to Wo lday (2008), one of the successful mode ls used world -wide to deliver 

fi nanc ia l services to the poor susta inab ly is the deve lopment o f people owned and managed 

grass root leve l sav ing and credi t cooperatives . Those insti tuti ons accept both compulsory 

and vol untary sav ings fro m the ir members. The amount of vo lun tary savi ngs varies from 

member to member depending up on his/her capac ity. 
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Saving and credit cooperatives are user-owned financia l intermediaries. Members typ ica lly 

share a com mon bond based on a geographic area, community, or other affi liation. 

Members have eq ual voting rights, rega rdless of how many shares they own. Savings and 

credit are the ir princ ipa l services, although many offer money transfers, payment services, 

and insu rance as well (CGAP, 2005). 

Ahimbis ibwe (2007) also noted that financia l cooperati ves help peop le to teach how to earn 

money profitably, how to spend it in tell igently for the benefit of members and their 

community. Savi ng and credit cooperat ives provide financial services to rural areas which 

are not offered genera lly by the forma l fi nancial sector. 

Saving and credit cooperati ve is democrat ic organization driven and owned by members 

rega rdless of race, rel igion, and gender or job status. A person can become a member as 

long as he/she fit the common bond, this means that they perhaps are working for the same 

objective, labor uni on and li vi ng/worki ng in the same community. Members are 

shareho lders, but no matter how much money they in vest, they on ly get one vote eac h 

(www.saccol. org.zalsaccos.html. Besides, they are cooperative organ izations which are 

guided by the practices, philosophy and princ iples of the cooperative movement. They 

differ from the rest of other cooperat ives becmlSe they are financial cooperative 

organi zations with a soc ial context (Kabuga and Batarin yebwa, 1995 ; c ited in 

Ahimbis ibwe, 2007). 

Cred it uni on as a cooperati ve financ ial organization owned and operated on a not-for-p rofit 

basis by its members accord ing to democratic princ iples. Its purpose is to encourage 

savings, to use pooled fund s, to make loans, and to prov ide othe r re lated services to 

members and fam ili es (ACCOSCA, 1990). Ha ving this in mind, Dejene ( 1993) in fe rred 

that promoti ng thrift, prov idi ng credit at a low interest rate and teach in g peop le the wise 

use of the ir money and efficient management of the ir lim ited poo led resources. 
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2.1.2 Va lues and Principles of Cooperatives 

According to ICA (1995), Cooperatives are defined by th e Values and principl es under 

which th ey operate. They are based on the va lues of se lf-he lp, self respons ibility, 

democracy, equal ity, equity and so lidari ty. In the tradition of their founders, cooperat ive 

members believe in the ethica l va lues of honesty, openness, soc ia l res ponsibility and ca rin g 

for others (lCA, 1995). 

The seven principles of cooperati ves adopted by the Internati onal Cooperat ive Alliance 

(ICA) congruence held in Manchester on 23 September 1995 are: vol untary and open 

membership; democratic member contro l; member economic participation; autonomy and 

independence; educati on, tra ining and inform ation ; cooperation among cooperat ives; and 

concern for com munity. 

2.2 Socio-cconomic Bcnefits of Cooperatives to the Poor People 

2.2.1 Economic Bcnefits 

Cooperati ves have the advantages of identifying economic opportuni ties for the poor, 

empowering the disadvantaged to defend the ir interests, and prov iding security to the poor 

by a llowing them to convert indiv idual risks into co llect ive risks. Conseq uently, 

cooperatives are increasing ly being presented as a precondition fo r a successfu l drive 

aga inst poverty and exc lus ion, more so 111 Africa (B irchall , 2004; 2003 ; ILO and ICA, 

2003; c ited in Frederick et aI. , 2008). 

Credit provis ion is one example of how a cooperati ve can benefit its members. A forma l 

credit market for Slnall -scale fa rmers often does not exist in rura l areas of deve loping 

countri es, and cooperat ives can there fore be useful. They are im portant since they ca n serve 

as prov iders of information about the creditworthiness of borrowers, and because it is more 

profi table fo r banks and marketing firms to transact in large quantities. In add ition, if they 

operate with a system of joint li ability, the ri sk of default (failure to pay) is reduced 

(Deininger, 1995). 
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A cooperat ive can a lso benefit from economies of scale if the members use it to attain 

collective goods such as roads, vehic les, loca l stores, shops, hospital s and so on. Usually 

the provis ion of collective goods will be the responsibi lity of the state, and the ir financ ing 

based on tax income. But in many third world countries, the state does not have the means 

to suppl y these goods. The cooperat ive then represents an alternati ve . In fact, in many rural 

areas in deve loping countries, the ex ist ing cooperati ves mi ght be the only formal instituti on 

invo lved in serving the needs of rural fanners (Hussi, Lindberg, Murphy and Brenneman, 

1993). 

2.2.2 Social Benefits 

Cooperati ves that function as democrat ic organizations, where members acti vely 

participate in decis ion making processes, can have the by-product effect of creating soc ial 

ca pital. Socia l capita l is a ' social organ ization, such as trust, norms, and networks, which 

improves the effi ciency of society by facilitating coordinated action ' (Putn am, 1995) . .. 

A study by Na rayan (2002) indicated that the role of grassroots initiati ves as too ls fo r 

deve lopment is widely recogni zed as part of an empowerment strategy. People li vi ng in 

poverty and iso lation are vo ice less and powerless in relation to the ir soc io-economic 

featu re. A producer organizati on can become pa rt of a process of el11powerment, by 

increas ing socia l capital , and thereby improvi ng dem ocracy. 

Cooperatives, organ ized as business enterpri ses for the benefit of thei r members, offer a 

mode l of enterprise that is partic ul arl y re levant in d iffic ult economic times and instances of 

market fa ilures. As a se lf-he lp group, a cooperati ve organization is wide ly access ible, 

especially for the impoveri shed and the marginalized. Where pri vate enterpri se or 

governm ent is weak, pmticularly in remote rural areas, cooperatives enable loca l people to 

organize and improve their conditions. Cooperat ives promote and support entrepreneuri al 

development, creat ing product ive employment, ra is ing incomes and he lping to reduce 

poverty whil e enhancing soc ial inc lus ion, soc ial protection and community-build ing. Thus, 

while they directly benefi t the ir members, they a lso offer positi ve externa lit ies for the rest 

o f society and have a changing impact on the economy (United Nati on, 2009). 



Socia lly, cooperatives are loca l insti tutions rooted in grassroots society wh ich give their 

members an ownersh ip stake in the economy and connect people with decisions that affect 

their da il y li ves. They make an important contribution to building soc ial cap ita l and 

increasing trust, and also to restoring it when societ ies have been torn apart by confli ct or 

by ethnic, political or religious di vides. Cooperatives can provide soc ia l serv ices to 

remotely located, low income segments of soc iety that may not be otherwise se rved, 

inc lud ing providing critica l hea lth services and ed ucating milli ons on how to work together 

on common sense (OCDC, 2007). 

2.3 . Cooperatives and Poverty Reduction 

All ev iati ng g lobal povelty is one of the most signifi cant cha llenges society faces today. 

The Mi llennium Development Goal s, drawn from the United Nati ons Mil lenn ium 

Dec larati on, are helping to raise awa reness of g loba l poverty and goal one (of e ight) targets 

reducing poverty and hunger by half by 20 15 (U nited Nation, 2005). 

Poverty reduction is about enablin g poor men and women to transform their li ves and 

li ve lihoods, and supporting governments and c ivi l society in creating and maintaining th e 

conditions that allow them to do so (IF AD, 2006). The condit ion o f poverty has been 

interpreted conventionally as one of lack of access by poor househo lds to the assets 

necessa ry for a hi gher standard of income or welfare, whether assets are thought of as 

human (access to education), natura l (access to land), physica l (access to infrastructure), 

social (access to networks of obligati ons) or financ ial (access to credit) (World Bank, 

2000). 

Khandker argued that when poverty results from unempl oyment, red uc in g poverty requires 

expanding the opportunity of j obs, where poverty is the result of low productivity and low 

income, red uc ing poverty requires in vest in g in human and physica l capita l to increase 

workers prod ucti vity. But in most developing countri es poverty is caused by human and 

physica l capital. Therefore, increasing producti vity by creatin g employment and 

developing human cap ital is unquesti onab le (Khandker, 1998). 
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G loba l Cooperat ive Campa ign Against Poverty (GCCAP) emphas izes that cooperative 

enterpri ses are " the on ly form of organizati on meeting so full y a ll the dimensions of 

poverty alleviation as summarized by the World Bank: opportunity; empowerment and 

security (ILO and ICA, 2004). Bes ides, UNOP ( 1997) noted that Cooperatives can engage 

in the followin g priority areas to alleviate poverty and to improve the soc io-economic 

wellbeing of the poor: empowerment o f men and women; gender equality; pro-poor 

growth ; an enabling environment for pro-poor polic ies and markets; and spec ia l 

international support. According to ESCAP (2003), the importance of cooperati ves in terms 

of providing job opportunities and socio-econom ic solutions cann ot be underestimated. 

According to the ICA, cooperati ves employ more than 100 million workers and boast 760 

milli on members worldwide, with 450 million members in Asia and the Pacific alone. 

Cooperatives are putting people in charge of their own dest inies and helping them bring 

services to their communiti es; increasing deci sion making, trust and acco untab ility through 

democratic partic ipation; building and protecti ng assets at the community leve l; limitin g 

the ro le of government; and working together to reso lve problems in post-conflict 

situations (OCDC, 2007) . In add ition to this, Birchall (2003) indicated that cooperatives 

like se lf-he lp cooperatives organizations of the poor are a pre-condition for success ful anti­

poverty ,\:ork and that cooperatives can play an important role in fightin g and reduci ng 

poverty. Ind iv iduals who have the sim ilar prob lems and can not solve the ir own probl ems 

by the ir own means jo in together and form a cooperat ive by sharing the ir cap ital , 

kn owledge, labor ,property etc to solve their common problems jointly. 

The capacity of the cooperative movement for creating viable and sustainable enterpri ses 

secures productive employment and self-employment, the generation of income and the 

payment of adequate wages and sa laries. Financia l cooperatives provide the means for 

escaping from indebtedness and for effecti ve financ ial management. T heir prov ision of 

insurance and services for hea lth and soc ial care, as we ll as affordab le and appropriate 

housing, and the ir contribution to food securi ty are clearly major contri butions to the 

a lleviat ion of poverty (United Nation, 1996). 

Lack of access to credit is clearly understandable in term s of the absence o f collatera l that 

the poor ca n offer conventi onal financial in stituti ons, in addit ion to the va rious 

complexi ties and high costs in volved in dea ling with large numbers o f small , o fte n illi terate 
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borrowers. The poor have thus to rely on loans from either money lenders at hi gh interest 

rates or friends and famil y, whose supply of funds will be limited (1. Weiss and H. 

Montgomery, 2004). Hence, financial cooperati ves attempt to overcome these barri ers 

through innovati ve measures such as group lending and regular savings schemes. 

Sav ing and credi t cooperati ves playa significant role in poverty red uction through the 

prov ision of financial services to the poor people of the rural and urban areas. They prov ide 

sav ings and credit and investment opportunities to individual s, instituti ons and group 

members. Magill (1994) cited in Ahimbisibwe F. (2007) emphasizes that saving and 

credit cooperatives perform an active financial intermediati on function , particularly 

med iating from urban and semi-urban to rural areas, and between net savers and net 

borrowers wh il e ensuring that loan resources rema in in the com munities from which the 

savi ngs were mobilized. Saving and credit cooperatives bring in stitutional financ ial 

services to rural areas which are not offered generally by the formal fin anc ial sector. 

Bes ides, they help teach people how to earn money profitably, how to spend it intelligently 

for the benefit of their community in general and members in palticular to reduce poverty 

and avoid unemployment. 

The people of Ethiopia have got a very long social hi story of working together to fulfill 

their socio-economic needs. Agriculture, trade and military operations were carri ed out 

through cooperati ve effolts. Many social events are still taking place in rural Ethiopia 

through co llective effort. In line with this, the Federal Government of Ethiopia has 

identified cooperative form of bus iness organizati ons as an in strum ent of socio-econom ic 

chan ge of the soc iety particu larly to achieve food securi ty and alleviate poverty 

(Veerakumaran, 2007). 

Similarly, the deli very of financial services in Ethiopia has also been viewed as an anti­

poverty tool because it helps the unemployed become employed, thereby increas ing their 

income and consumpti on and reducing poverty. Improvin g financial access to the poor can 

facilitate economic growth by promoting production and by providing capital to start up 

new prod ucti on or adopt new technology (Wolday, 2002). Consequently the intervent ion of 

financial institutions will have a considerable effect on reducing poverty and 

unemployment. 
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2.4 Empowering the Poor Through Cooperatives 

2.4.1 Understanding the Concept of Empowerment 

The concept of empowerment was the out come of severa l important critiques and debates 

(Wi ckramasinghe, 2000; cited in Muleta, 2008). Empowerment has been defined in various 

ways and utilized in different contexts. The concept of empowerment is used in many 

disc iplines. Depending on the di sc ipline, it can be used to describe situations o f indi vidua ls, 

groups and organizations at different levels. For example, in the Human Deve lopment 

Report, empowerment is equated with people's participation and decis ion mak in g. Oxfam 

consider empowerment as capac ity to challenge oppress ions (Oxaal and Baden, 1997; c ited 

in Emebet, 1999). 

Lookin g at various perspecti ves from which empowerment is viewed, it can be said that it 

in vo lves access to resources such as educati on and finance, the opportunity to use socia l 

services avail able in the soc iety, for exam ple, schoo ls, health fac ili t ies, and other 

infrastructures, the opportunity to partic ipate in di scussions and making dec is ions on 

matters of importance to one's self and to the society (Emebet, 1999). 

However, in order to empower people, hav ing access to resources al one would not be 

suffi c ient. For example, for a woman, access and control over resources does not guarantee 

empowerment if she is not unable to make her own cho ices beca use of ideology and 

culture. Due to th is reason, empowerment is a very complex concept which inc ludes much 

po litica l discourse and may need specific definiti on and indicators dependin g on the 

program one is engaged in (ibid) . 

Perceptions of being empowered vary across time, culture and domains of a person's life. 

For example, the World Bank (2002) empowerm ent sourcebook indicates that in India, a 

low caste woman currently fee ls empowered when she is given a fa ir hea rin g in a pub li c 

meetin g, which is compri sed of men and women from diffe rent socia l and economic 

groups. In Braz il, in Porto All egre, c itizens feel empowered if they are ab le to engage in 

dec isions on budget a llocations. In Ethiopia, c itizens and ci vil soc iety groups report feel ing 

empowered by consultations undertaken durin g the preparation of the poverty red uction 

support program. In the USA, immigrant workers fee l empowered through unionization 

which has all owed them to negoti ate wo rking conditions with employers, and in the UK, a 
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battered woman fee ls empowered when she is freed from the threat of violence and 

becomes able to make decisions about her own life ( worldbank.orgl). 

Sarah Mosedale (2003) indicated that empowerm ent is an ongo ing process rather than a 

product. There is no ultimate goal of empowerment. One does not arrive at a stage of be in g 

empowered in some absolute sense. People are empowered or disempowered relati ve to 

others or importa ntl y relative to themse lves at a previous time. 

According to Rowlands (1995), empowerment is the abi I ity to obta in an income that 

enables participation in economic decision making . Indi vidual s become empowered when 

they obtain the ri ght to contro l over material and non material resources to determ ine 

choices in their life. Similarly, empowerment invo lves increased in well being, access to 

resources, increased se lf-confidence, self-esteem and respect, increased participation in 

decision making and bargaining power and increased control over resources and own life 

(Kabeer, 2002). 

A group of people coming together to fo rm a cooperative to meet their needs is a se lf help 

empowering action that cannot be lost s ight of as the organi zation matures. The 

responsibiliti es of members in cooperati ve differ from the responsibilities of members in 

social club or non-profit organization. Members in cooperatives are owners and thus, have 

added responsibi lities. Electing the board of directors is an added and primary 

responsibility of members. This empowering act is specified in the articles and bylaws, 

accompanied by description of the role and authority of the membership and the board. 

How the board empowered is and how much authority is given to th e board by the 

membership varies from cooperatives to cooperati ves and is a good indicator of 

empowerment through cooperati ves (Shivajirao pat il , 1999; cited in Subburaj , 2003). 

Huff-Hannon (2004) explained that where indi vidua ls are powerless, they can gain greater 

power by workin g together collecti ve ly and in cooperatives, the process of working 

together often in volves learning on the j ob, building self-confidence and act ing to create 

the world in which you want to li ve. In this sense, cooperati ves have the potential role to 

empower and create opportunities for the rural poor to get out of poverty . 
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Since the concept of em powerment is very complex, different authors use different 

components to measure indi viduals or groups empowerment. For example, Parveen and 

Leonhauser (2004) use contribution to househo ld income, access to resources, ownersh ip of 

assets, participation in household decision making, perception on gender awareness and 

cop ing capacity to househo ld shocks to measure empowerm ent of women at a househo ld 

leve l in Bangladesh. Accord ing to the Economic and Social Commission fo r As ia and the 

Pac ific (ESCAP, 2000), the key in gred ient for empowerment are moti vation, awa reness 

raising and trainin g, resource mobilization and se lf-management. 

2.4.2 Dimensions of Empowerment 

Cooperatives, as economic enterprises and self-help organi zations, playa significant role in 

improv ing the soc io-economic conditions of their members in palticu lar and local 

communities in general. According OCDC (2007), cooperatives are unique in address ing 

the fol lowing three dimensions of empowerment sim ultneous ly: 

Economic Empowerment 

Economicall y, the cooperative business model has helped millions of low income 

developing coun try indi vidua ls improve their incomes. Cooperatives are institutions of 

choice to bring economic oppOltunity to underserved areas. Remote, rural regions, where 

most poor peop le li ve, tend to be less profitable for other forms of enterpri ses and 

unattractive to investors because of scattered and low leve ls of prod uction, high transaction 

costs and long distances to market. However, cooperatives a llow entrepreneurs to 

overcome many of the market barriers that exist in developing countries. Over time, areas 

can be transformed when members invest in agricu ltura l cooperatives to lower the costs of 

fanning inputs and improve marketing, saving and cred it cooperatives to reach lower­

income groups, and insurance cooperatives to protect assets of low income peop le. 

As lerinabi (2008) d iscussed, though defining the term empowerment is a tricky concept 

and identified onl y when it is experienced, economic empowerment of poor indi viduals can 

be considered with the he lp of increase in assets va lue, famil y income, consumption 

expend itu re, sav ings, amount of loan size, occupation and so on. Muraleedharan (2005) 

argued that cooperatives playa significant role in economic empowerment of members 
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an end to cap itali st exp lo itati on and to prevent the re-emergence of capita li sm in agr icu lture 

(Dessalegn, 1990). 

The first lega l frame work fo r cooperati ves, Farm Workers Cooperative Decree No.44, was 

enacted in 1960 and repealed by Cooperative Societ ies Proclamation NO.24111966 in 1966. 

Thi s proclamation was meant to provide a proper basis for the formation of cooperative 

soc ieties and the objective of the societi es were to promote thrift, mutua l he lp and se lf help 

among persons sharing common needs and des ires (Mokenen et.,al. , 2007). 

Fo llowing the comi ng to power of the military government in 1974, the sociali st economic 

system was adopted and proc lamati on NO.24 111966 was repealed and replaced by 

Proc lamation No.71 / 1975. The new proclamation addressed the format ion of peasant 

association in wh ich the objectives, powers and duties of agri cultura l prod ucers and service 

cooperatives were stipulated. Subsequent ly, proclamation No. 138/ 1978 was issued with a 

view to inc lude the promotion of other type of cooperative societies (ibid). 

Sim il arly, the government issued proclamation No 85/1994 with the objective of 

restructuring agricul tural cooperatives to enab le them to contribute to the development of 

the national economy. T he proclamation was generally features by the princ ipl es of 

cooperation such as vo lunta ry assoc iation, business or ientation and democratic member 

control (Dessa legn, 1994). 

Currently, the Federal Democratic Republic of Ethi op ia governm ent has been enacted 

proclamation No. 1471 1998 in 1998 to strengthen and prov ide the greater estab lishment of 

cooperative soc ieties in the country, and to bring a ll types of cooperative societies under 

one umbrella. Later on the Federal Cooperative Commiss ion (the cu rrentl y Federal 

Cooperative Agency) was estab lished in 2002 based on proc lamation No. 274 / 2002. More 

over to correct the Sh0l1 comings of proclamation No. 14711998, amendment 4021 2002 and 

regulation num ber 106/2002 became important instrumenta l docu ments in the cooperati ve 

move ment of the country. As a resul t, some improvements have been made in cooperative 

soc ieties in the cou ntry (Yeerakumaran, 2007). 
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Proclamation No. 147/ 1998 outlines the layered organizationa l structure of the cooperatives, 

which was not permitted by the previous regime. An organization can have four layers, i.e., 

primary cooperati ves, union s, federations, and cooperat ive leagues (Dorsey and Tesfaye, 

2005). Another unique feature of the proclamation is that it defines the ratio of di vidends 

between a cooperative organization and its members. Arti cle 33 of No. 14711998 regulates 

that the cooperative " society shall deduct 30% of the net profit" and "the remaining net 

profit sha ll be divided among members." Therefore, the unions provide 70% of their net 

profit to the primary cooperatives and the primary cooperatives in turn provide 70% of 

the ir net profit, inc luding the di vidends from the uni on, to cooperative members (ibid). 

2.5. 1 Historical Background of Saviug and Credit Cooperatives in Ethiopia 

The first savings and credit cooperative in Ethiopia was establi shed in 1957 by employees 

of the Ethi op ian Road Authority (Dagnew, 2004; c ited in Mekinen et. ,al , 2007) and 

foll owed by employees of Ethiop ian Airlines in 1964 (Abate, 1998 ; quoted in Mekinen 

et. ,al , 2007). During the same period (in 1964), cred it cooperatives were establi shed by 

the Ethiopian Te lecommunication Agency. These organizati ons are among the most 

modern and relat ive ly efficient enterpri ses in the cou ntry. A nationa l promotion committee, 

known as the Ethiopian Thrift and Credit Cooperati ve Development, was set up in 1970 in 

order to promote savings and cred it unions in the country. This committee, which was ab le 

to host the ninth African Conference on the Mob ilization of Local Savings, facilitated 

Ethiop ia's affi liati on with ACCOSCA. It contributed to the increase in the number of 

sav ing and credit cooperat ives in Ethiopia, and it was able to secure ass istance from a 

number of internati onal donor agenc ies towards the deve lopment of saving and cred it 

cooperatives. However, the national promotion committee was not then granted lega l 

status. That was one reason why it was succeeded by the Ethiop ian National Thrift and 

Credit Cooperative Society lii'"1973 .. This soc iety '."as establ ished by the a lready ex isting 
-

credit unions under the 1966 Cooperative Societies' Proclamation NO.24 1. It was 

adm ini stered by a board of directors e lected by the general assembly of the representatives 
I 

of each affiliated soc iety. Th is national soc iety was ab le to contribute to the further 

deve lopment of sav ings and cred it unions in Ethiopia until its liquidat ion with the passage 

of the 1976 Monetary and Banking Proclamation No. 99 and the 1978 Cooperati ve 

Soc ieties Proc lamation No. 138 (Dejene, 1993). 
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After the fall of the Derge reg ime in 1990191 , adoption of Economi c Reform Programme 

helped the organ ization, promotion and development of co-operative societi es within the 

framework of the free market economy (Em manuel et ai. , 2009).Currently, the FCA (2008) 

repOJ1ed that sav ing and cred it cooperatives in Ethiopia operates under the prov is ions of 

proclamati on No. 147198. They are registered as limited liab ility companies to perform the 

much needed functions of financial intermediation, mobilize sav ing from members and 

retu rn those savings in the form of loans. 

The number of savings and cred it cooperative societies organized and operati ng at primary 

level in all the National Regional States of the Federal Democratic Republic of Ethiopia as 

of last June 2008 reported by the FCA(2008) to be 7834 with membership s ize of 383,3 11 

(224,7 17 male and 158,594 female) and capital of Birr 3 12,894,808.00.The foll owing table 

shows the di stribution of sav ings and credit cooperative soc ieti es in each of the Nati onal 

Reg ional States of the Federal Democratic Republi c of Ethi opia as of last .June 2008. 

Table 2. 1 Data on Savings and Credit Cooperative Societies of the FORE as of June 2008. 

National Number of Members 

Regional Savings and Capital 

States Credit Societies Male Female Total in Rirr 

Am hara 543 28442 12064 40506 3,57 1,266.00 

SNN P 869 370 10 26234 63244 24, 177404.00 

Orom ia 3 114 12,62 10 17.00 

Tigray 232 8472 3897 12369 8,9 15,520.00 

B/Gu muz 70 2205 951 3 156 1,426,495.00 

Dire Dawa 79 1328 1505 2833 1,630,707.00 

Harare 13 655 35 1 1006 4, 138,849.00 

Gambela 27 426 2008 2434 328,332.00 

Somal i 20 10 12 1778 2790 329,700.00 

Afar 15 245 260 505 130,32 100 

Addis Ababa 2852 144,922 109,546 254,468 255,628, 197.00 

Total 7834 224,717 158,594 383,3 11 312,897,808.00 

Source: Federa l Cooperative Agency, June 2008 
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2.6 Problems and Constraints of Savin g and C redit Coo peratives 

Financ ia l cooperatives like sav ing and credit cooperati ves provide financia l servIces to 

poo r people who are considered incapab le o f repaying and managi ng credit by for mal 

banks. In the process of service de li very, sav in g and credit cooperati ves face va ri ous 

problems and challenges. According WOCCU and CGA P (2005), globally the major 

problems of saving and cred it cooperatives are governance weaknesses, inadequate 

regul ation and superv is ion , limited menu of products, and damage done by external credit. 

Governance Weaknesses - Savings and credit cooperatives are usually governed by a 

vo lunteer board of directors elected by and from the membersh ip. Sma ll and young sav ings 

and credit cooperatives are also often staffed entirely by volunteers. As they grow, more 

sophisticated and risky operations require professional managers. Problems occur when 

vo lunteer board members continue to make operational decis ions, after professional 

managers ha ve been recruited, instead of focusing on monitoring operations. It is d ifficult 

for board members to balance the contradictory interests of net borrowers and savers. 

Inadequate Regulation and Supervision - Sav ings and credit cooperat ive systems in 

develop in g countries have a hi story of in stabili ty. Competent external regul ation and 

supervision can identity, avo id, and reso lve many common problems. These cooperati ves 

are often supervised by the same government agency that is responsi ble for all kinds of 

non-financial cooperatives, including agri cultural and marketing. Such agencies do not 

have the financ ia l skills and po li t ica l independence needed to oversee financial 

intermediar ies effective ly. 

Limited Menn of Products - Limited type of product is offered, with no variati on 

according to ri sk level s (borrower repayment capac ity, type of activity financed, and other 

ri sk factors). These types o f loans are not fl ex ible enough to meet members diverse credit 

needs, inc lud ing short-term working cap ita l for mi cro entrepreneurs and agri cultural inputs 

for small holder fa nners. Many savings and credit cooperati ves are introduc ing a greater 

vari ety of c redit products such as housing loans and use better tools to assess and manage 

loa n risk. 
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Damage Done by External Credit - Donors have channe led funds through savings and 

credit cooperatives to target specifi c types of clients. Experience shows that this practice 

tends to harm participating sav ings and cred it cooperati ves: external funds decrease the 

incentive to mobilize deposits, skew incentives toward net borrowers, and are not managed 

as carefully as the members ' own money. External funding does have the adva ntage of 

being a resource for longer-term loans, but it should be limited in relation to members' 

deposits and the internal capacity for managing a larger loan portfolio. 

According to leA (200 1), failure to recover defaulted loans due to failure to secure such 

loans or poor securities, lack of diversity in services and products offered which implies a 

fear by the management to invest in new things and lack of qualified staff with a hi gher 

formal education are the main problems of saving and credit cooperatives. 

In Ethi opia, a study by Veerakumaran (2008) indicated that the main problems of saving 

and credit cooperatives are: lack of infrastructure like office buildings and equipments, lack 

of awareness about saving and credit cooperatives and its benefits among the potential 

member's, lack of sav ing habit among the people, cumbersome lendi ng polices and 

procedures, lack of trained and educated manpower, lack of externa l funding fo r the savi ng 

and credit cooperatives, limited audit facilities, sma il size of membership, lack of 

member 's participation, limited support by the governm ent, loan overdue, conflict of 

interest between saving and credit cooperatives and its unions and poor account keeping. 

Emmanuel et.,al (2009) studied that the major problems of Ethiopia's saving and credit 

cooperatives are: inadequate lega l, regulatory and supervisory framework, lack of demand 

driven organization of sav in g and cred it cooperatives, low cap ita l base, weak lin kages with 

other cooperatives and the formal banking sector, weak governance, weak financial 

management system, and weak and poor saving and cred it cooperative leadership qua li ty 

Inadequate Legal, Regulatory and Supervisory Framework - Saving and credit 

cooperatives as financial cooperatives offering near banking products and services which 

lack a spec ialized lega l, regulatory and superv isory framework. Saving and credit societies 

are involved in financial intermed iary role that requires specia l act and policy that supp0l1s 

the specific ro les. 
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Organization of Saving an d Credit Cooperatives are Not Demand Driven - The 

formation of rura l sav ing and credit cooperatives is not demand driven. Close looks at the 

history of the formation of saving and credit cooperatives since 2003 break the cooperative 

princ iples. They are formed either by NGOs on the basis of self he lp and mutual help 

princ iples or the Cooperative Agency, Regional Cooperati ve Bureaus and Woreda Offices 

which have the lega l authority to promote cooperatives. 

Low Capita l Base - Member's capital subscripti ons, reg istrat ion fees, regular and 

vo luntary savings are the principal sources of the cooperatives cap ital base. Extern al 

ass istance to strengthen the cap ita l base of the societies is non-existent. Besides, the 

cooperative act and bylaws have defined the minimum membershi p size of a primary 

cooperative society to be 10 persons. The smal l size of membership coupled with small 

amount of sav ings monthly by mem bers is the most important reason to the 

undercapita lization of the saving and credit cooperatives. Thi s has become a major 

hindrance to the societies to sca le up the ir financia l operations and meet the credit demands 

of the ir members. 

Weak Governan ce - Board members have no knowledge o f banking busi ness. In some 

cases, sav ing and credit cooperatives are unable to empl oy hi gh competence management 

staff and the burden o f due d iligence is left to sav ing and credit cooperative members who 

may have limited ed ucation on fi nanc ial management and cooperatives . The finan cia l 

management system in place is weak and less transparent as financial records are not 

properly maintained and timely produced in a report form for dec is ion making process. The 

management committee and control committee elected by the general assemb ly do not have 

the necessary capacity to provide good governance, nor attend skill upgrading trainin g 

programs. 

Weak Linkages With other Cooperatives and the Formal Banking Sector - Netwo rkin g 

among the saving and credit cooperatives and linkage with other cooperatives as well as 

formal financ ial institutions can be an im portant strategy to tap resources for lending to the 

members. However, there is very li tt le recognit ion both at the Regiona l Promotion Bureaus, 

Woreda level cooperative offi ces, and saving and credit cooperative level about the huge 

benefits of networking, lin kage horizontall y with other cooperatives and financia l 

institutions. 
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Weak Financial Management System - The financial system in place including 

accounting and audit works are very weak. Except in Orol11;a and SNNP regional states 

where Self Help covers the costs of recruiting accountants to maintain financial records of 

the societies and produce reports timely, the accounting work in other regional states is 

weak and reports are not timely produced. Similarly, the accounts of the societies are not 

timely audited with three to four years lag in the case of certain primary soc ieties. Thi s is 

due to limited capac ity and inadequate human resource base of the Regional Cooperati ve 

Bureaus and Woreda cooperati ve Offices to provide such type of serv ices ti mely as 

required by the cooperative proclamation No. 147/ 1998 and bylaws. 

Weak and Poor Saving and Credit Cooperative Leadership Quality - Cooperative 

leaders and members particularly in the rural areas are generally illiterate . Creating vibrant 

Primary sav ing and credit institutions that can provide e ffic ient financial service to th e rural 

poor in a sustainabl e basis under the current leadership is unachievable in the current rural 

context. Therefore, it is imperati ve to think institutional set up that can provide technical 

assistance in terms of educating and training sav ing and credit cooperative leaders and 

members in different areas in entrepreneurship, financial management, cooperative 

principles and va lues, saving mobilization and credit extension activities, and the need to 

di versify service products to members. 

2.7 Study Approach 

As it is di scussed above, thi s study attempts to look the role of savll1g and credit 

coo perati ves in empowering the socio-economic conditions of the rural poor taking 

members of KollaTembien sav ing and credit cooperatives in foc us. Even if incorporating 

a ll elements of empowerment in the assessment of financial in stituti ons on indi vidual 's 

empowerment is a difficul t task thi s study has emphasized on the soc io-economic 

dimensions of empowerment of the rural poor members of cooperati ves through sav ing and 

credit cooperatives. 

Though the concept of empowerment has been the subj ect of much intellectual discourse 

and has different meanings in different soc ial, cultura l and po litica l contexts, for the 

purposes of thi s study, operationally empowerment is defined as a process of trans it ion 

from a state of low socio-economic partici pation to a state of relati ve improvement and 
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co ntrol over their household welfare. This includes increas ing the soc io-econom ic strength 

of the rural poor members of saving and cred it cooperatives in terms of income, saving, 

tra inin g, participation, educational and consumption expenditure, occupation and 

improvement in members living standard . Accordingly, economi c empowerment inc ludes 

members' economic contribution to househo ld we lfare and access to economic resources. 

A s a consequence of economic empowerment, income, sav ings, credit, living standard, 

employment and self-employment increases and th us reduc ing povelty and unemployment. 

Social empowerment is related to receiv ing education and training, partic ipation of 

member's in different social inst itutions and cooperative activities, interaction with 

deve lopment agents and officia ls of cooperati ves, access of the rural poor to mass media 

and the like. 

Finally, this study make an ideal attempt to assesses the major prob lems and chall enges of 

Kolla Tembien Woreda saving and credit cooperatives that hinder their institutional and 

organizati onal efficiency. 

--
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Chapter Threes 

Methods and Materials 

3.1. Description of the Study Arca 

Kolla Tembien WOl'eda is located at the southern part of Central Zone of Tigray and is 

surrounded by Woreda Weri-Leke to the north, Hawzen and Degua Tembien to the east, 

Abel'gele to the south, and Tselemti and Neadir Adet to the west (refer fi gure 3. I) . It has 22 

Tabias (Synonymous with kebele), whi ch compri ses 83 kushets( Sub-Tabias) and possess a 

total popu lati on of 142,958 of which 72,722 are fe males and 70,236 are males. Out of the 

total popu lation of the Woreda, more than 16,000 individuals are members of cooperat ives 

(of which 727 individuals are members of saving and credit cooperatives) . Total area of the 

Woreda is 147,000 hectares where 3 1,02 1 is arable, 2,252 hectares is bush land, 69,624 

hectares is graz ing land, and 20, 150 hectares is Westland and the remaining 23,953 

hectares of land comprises natura l forests, new reforestat ion areas and residences 

(KTWBARD, 2007). 

Topograph ic condition of the WOl'eda is mountains, plateaus and rugged characteristics. Its 
. - .. - .-

elevation ranges between 1,200 - 2,300 meters above sea level. Annua l rainfa ll of the 

Woreda between 550-800 mm and the rainfa ll type is erratic and uneven (ibid). 

The major problems of the study area are destruction of natural forests by chopping of bush 

lands, cutting of big trees, and over g.!·azing. From year to year, vegetated areas become 

bare . land an.d this causes easi ly detach ment of top so il that exposes the land to erosion. In 

addi t ion to this, the total run off created in a certa in area increased because there is no 

interception and low infiltration on less vegetat ion cover (ibid). 

Accordin g to the annua l report of KTWBARD (2007), the study TabiaslKebeles, 

Workamba and Alakilli, are located at a di stance of approximate ly 19 and 14 km from the 

main city of Tembien (i.e. Abi-Adi) respective ly. The report also indicated that there are 

around 7875 people is living in Atakilli (of which 4008 are females) and 7018 persons are 

in Workamba (of which 3441 indi viduals are females). Both Tabiaslkebeles share the same 

agro-ecologica l zone. Topographically, they are characte rized by mountai ns, plateaus and 

rugged landscapes. Most areas have uncovered, infertile and eroded land . 
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Fig 3.1 Map of Tigray Region 
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Fig 3.3 Map of the Study Tabias/Kebeles 
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3.2. Sampling Procedure 

The survey Woreda is purposivel y selected because of the ava il abi lity of saving and cred it 

cooperatives and low level of development. Bes ides, in the se lected Woreda, no research 

has been done so far in the area of empowerment of the poor throu gh sav ing and credit 

cooperati ves. 

Kolla Tembien Woreda has more than ten sav ing and cred it cooperatives. However, only 

four of them, i.e ., My/omine, Kokob, Woini, and Hadinel have more than fou r years of age. 

The researcher used purposive sampling tec hni que to se lect two savin g and credit 

cooperative societies out of the fo ur saving and credit cooperat ives, namely: Hadinel and 

Kokob saving and c redit cooperat ives. The major reasons to purpos ively choose these two 

financial instituti ons are primarily based on: 

-:- Members o f these two sav1l1g and credit cooperatives have a relative ly longe r 

duration of membership. In thi s case, the contribution of the cooperatives to the 

soc io - economic empowerment o f members in term s of income, expenditure an d 

consumpti on, and saving can be fairly analyzed. 

-:- The two saving and cred it cooperati ves have external sources of fund , with Hadinel 

being financ ially supported by the Worl d Bank and Kokob by the Reli ef Soc iety of 

Tigray (REST). 

-:- Budget limita tion, transport networks and accessib ility of these two study villages 

to the main Woreda 's town could be mentioned as add itional fa ctors fo r purpos ive ly 

choosin g those two sites. 

Taking the above reasons as selection criteria, the sampled respondents have been taken 

almost proportion a lly from each category by using s imple random sampling technique to 

ensure equal chances of being chosen. At the begi nning, the author has determined the tota l 

sa mp le size for the study to be 110 members. After obta in ing the data on the total numbers 

of members of both saving and credit cooperatives fro m the Woreda Cooperative 

Promotion Bureau, 55 respondents were se lected from 85 members of Hadinel sav ing and 

credit cooperative and 55 respondents were a lso se lected from 91 members of Kokob 
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saving and cred it cooperative as sample size of thi s study. Hence, the survey was carried 

out on a total of I 10 members of which 67 are females and the rest 43 are male members. 

The following table provides in formation on popu lation and samp le size of the selected 

sav ing and credit cooperatives (Table 3. 1). 

Table 3. 1 Sampling Method 

Name of the Saving 
and C redit Male Female Sample Size Total Members 
Coo~eratives 

Hadinet 33 22 55 85 

Kokob 10 45 55 91 

Tota l 43 67 110 181 

3.3. Methods and Source of Data Collection 

8 0th primary and secondary so urces were employed to co ll ect the quantitat ive and 

qualitative data of this particular study. 

Primary Data 

To generate the necessary in formation fro m the sampled respondents, household survey, 

Focus Group Discussion (FGD) and key in fo rmants interview have been undertaken. 

A Ho usehold Survey 

To gather the required data from membe rs in re lat ion to the objecti ve o f the study, 

household survey was conducted us ing questionnaire in the two sav ing and credit 

cooperatives. This household survey inc ludes open-ended and closed-ended qu esti ons. The 

questi onnaires were translated into Tigrigna (l oca l language of the study area) in order to 

create clea r understanding, credibility and confidence in the respondent answers and pre­

tested on randoml y selected s ister cooperati ves in the study Woreda. Accordin gly proper 

amendments were made based on the feedback. 

To co ll ect the data in the proper manner, enumerators familiar to the culture of respondents 

were recruited. Then after, two days train ing was given on how to approach the 

respondents and how to collect the data usin g the schedu le. 
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B. Focus Group Discussion (FGD) 

Thi s techni que was mainly employed to ident ify the major prob lems of saving and cred it 

cooperati ves face and to get detailed information on the role of savi ng and cred it 

cooperatives in empowering the soc io-economic cond itions of the rura l poor in the study 

area. Focus group di scuss ion was conducted to enabl e palticipants to undertake open 

di scuss ions about the ir situations. This may not be possible if only questi onna ire is used. 

Therefore, the researcher conducted two FGDs with the management committees of the 

cooperatives. One foc us group d iscuss ion was carried out in each cooperati ve. T he group 

inc luded 7 persons in Hadinel and 9 persons in Kokob sav ing and cred it cooperati ves. This 

a ll is done to get detailed information about their problems and socio-economic issues, and 

the in fo rm ation gathered from those grou ps was used to strengthen the find ings obta ined 

from househo ld survey. 

C. Key Informant Interviews 

To get the general inform ation about the sav ing and credit cooperatives of the Woreda key 

informant interviews were conducted. The interview was planned to be free How ing wi th 

the interviewer to fo ll ow up on questi ons or to pursue new information th at may come up 

dur ing the interview. T he interview was he ld with two persons of both Tobia Cooperati ve 

Ma nagers and four persons of Woreda Cooperat ive Promoters 

Secondary Data 

Relevant inform ation have a lso been gathered from docum ented sources such as po licy 

documents, published books, reports, journa ls and other related research studies. The 

documents have been helpful in assess ing what academic ians or practitioners have sa id 

about the subj ect matter and to serve as a base for determining the feasibili ty of the 

research. In addition to this, it prov ides a broader perspective and c lue on the theme. 
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3.4. Methods of Data Analysis 

In order to meet the gene ra l and spec ifi c objectives of the study, both qualitati ve and 

quantitative methods of data analyses were employed. Data obtai ned from the household 

survey were stored in SPSS spreadsheet. These data were anal yzed by us ing descripti ve 

statistics and Wilcoxon Signed Rank Test (WSRT) usin g SPSS vers ion 16. In add ition, the 

qualita ti ve data were anal yzed contextuall y. 

The WSRT were used to ana lyze the role of the savi ng and credit cooperati ves on the 

members' soc io-economic empowerment based on before and after jo ining ana lysis. 

According Mc Donald (2009) and, Fidler and Webster ( 1996), the WSRT is used when the 

variables are proposed to be measured on the be fore and after bas is. Despi te a few 

limitations like the difficulty of knowing the s ituation of respondents before the 

cooperatives, this method has been used by many scholars. Thi s should be used if the 

di stribution of differences between pairs may be non-norma lly di stributed. The proced ure 

of computation of the WSRT is attached in ANNEX 4. 
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Chapter Four 

Findings and Discussions 

This chapter provides the empiri ca l results gleaned from household su rvey, FGDs and key 

informants. To make the finding more meaningful, informat ion gathered through FGDs and 

key informant interviews are integrated with the household survey analys is when 

appropriate . The descriptive analysis made use of tool s such as mean, minimum, maxi mum 

and percentages. Wilcoxon Signed Rank Test was employed to exa mine the soc io­

economic benefits derived by respondents after joining the sav ing and credit cooperat ives. 

Finally, to identify the main problems of sav ing and credit cooperatives, the data obtained 

from FGDs and key informant interviews were discussed contextua lly. 

4.1. Demographic Characteristics of Respondents 

As it is revea led in Table 4.1 be low, the age structure of sample respondents indicates that 

the majority of respondents that accounted to 39. 1 percent are with in the age range of 36 to 

45 years, whil e 2 1.8 percent constitute the age group of26 to 35 years. Only 9.1 percent of 

the respondents fa ll in th e age group of 15 to 25 years indicating that the membershi p and 

partic ipation of this age group in the saving and credit cooperatives is very low. 

The sex di stribution of respondents shows that 60 .9 percent of the respondents were 

fema les, whil e 39. 1 percent were male. The lion shares o f the responclents were women that 

test i fy to the fact that major ity of the respondents,are female . Respondent s were selected 

randomly without any bias towa rd s the ir site and sex. 

Regarding marital status, it is the married members (45.5 percent) who dominate the 

sampled respondents. The number of single benefic iaries accounts to be only 26.4 percent 

of the total sa mple taken. The other 19. 1 percent are divorced, whil e widowed members 

com pri se 9. 1 percent. Here, it can be said that whatever the mari tal status o f the 

respondents may be, they all are jo ined this insti tution to so lve the problem of 

unemployment and thereby generating income. 
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Table 4.1 Characteristics of Respondents 

Variables 

Age Group 
Frequency Percent 

15-25 10 9.1 
26-35 24 2 1.8 
36-45 43 39 1 
46-55 21 19.1 
56-65 9 8.2 
>65 3 2.7 
Total 110 100 

Name of the Saving and Sex of Respondents 

Credit Cooperatives Male \ Female Total 

Hadinet \ 33(30%) 22(20%) 55(50%) 
Kokob 10(9. 1%) 45(40.9%) 55(50%) 
Total 43(39.1 %) 67(60.9%) 110(100'Yo) 

Marital Status 

Single 29 26.4 
Widowed 10 9.1 
Married 50 45.5 

Divorced 2 1 19.1 
Total 110 100 

Family Size 

Small Up to 4 32 29. 1 
Med ium (5 to 8) 52 47.3 

Big (> 8) 26 23.6 
Total 110 100 

Educational Level 

Illiterate 62 56.4 
Able to Read and Write 25 22.7 

Up to 4 15 13 .6 
5 to 8 6 5.5 .--

9 to 12 0 0 
> 12 2 1.8 --
Total 110 100 

Duration of Membership 

Up to l year 
, 

2.7 0 ---
2 to 3 yea rs 19 17.3 
4 to 5 years 43 39. 1 --

>5 years 45 40.9 
Total 110 100 --

Source: Field Survey, 20 I 0 
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For the purpose of the study, household with four members, between five and e ight 

members, and above eight members are termed as small, medium and big famil y sizes 

respective ly. Large number of dependents could exert pressure on household access for 

credit and meager for thrift, si nce thi s might lead to greater loan diversion. Loan may be 
.. 

diverted beca use household expend itures could be higher with larger family size unl ess 

they are productive. Therefore, with respect to family s ize, Tab le 4.1 shows that 47.3 

percent of the sampled respondentS have medium (5 to 8) fami ly size, whi le 29 .1 and 23.6 

percent of the respondents have sma ll (u p to 4) and big (>8) fam ily respectively. 

The educational status of sampled respondents indicated that 56.4 percent of respondents 

are illiterate, 22.7 percent can read and write, 13.6 percent of respondents are educated up 

to grade 4, and the rest 5.5 and 1.8 percent are found to be 5 to 8 and greater than 12 grades 

respectively. This resu lt revea ls that the educational level s of the majority of respondents 

are illiterate. This ca lls for the need of basic education for rura l members of sav ing and 

cred it cooperati ves in the study ar~a. 

Regarding duration of membersh ip, the study shows that onl y 2.7 percent of respondents 

have been members of the saving and credit cooperatives fo r less th an a year, whi le 17.3 

percent of them stay from two to three years . 40.9 percent of the respondents are 

participating in cooperatives for the periods of illOre than five years, others 39.1 percent of 

them have a membership duration rangi ng between four to five years. This indicated that 

80 percent of respondents have more than four yea r's durati on of membership. 

Long term membership enables the members to explo it benefits of various programs 

compared to members who have joined recently. Bes ides, it is believed that the role of the 

sav ing and credit cooperatives in the soc io-economic improvements of the rural poor ca n 

be fa irly observed as most of the members participated in the cooperati ves fo r more tha n 

four years. 
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4.2. The Role of Saving and Credit Cooperatives on Socio-economic 

Empowel'ment of Respondents 

Sav ing and credit cooperati ves prov ide financial support to poor soc ieties to strengthen 

their household income and expand their sma ll bus iness acti vities. Hence, th is study 

attempt to assess the different ro les of saving and credit cooperati ves on members ' socio­

eco nomic empowerment by analyz in g its ro le on income, occupation, consumption, sav ing, 

participati on etc as discussed below. 

4.2.1 Ind icato rs of Economic Empowerment of Respondents 

4.2 .1.1 Respondents Source of Credit Before a nd After SACCOs 

Table 4.2 shows that the majority of respondents (39. 1 percent) were used mi crofin ance 

institutions as source of cred it before joining the savin g and credit cooperat ives, while 

pri vate money lenders and re lati ves/fri ends account for 20.9 percent each. 19. 1 percent of 

the samp led respondents had not used any credi t source before the sav ing and credi t 

cooperati ves and 17.3 percent of respondents have not taken any loan from the sav ing and 

credit cooperat ives after membership. 

Tab le 4.2 Percentage Distr ibution of the Respondents by Credit Sources 

C redit Sources 

Banks 

Microfin ance instituti ons 

Pr ivate Money Lenders 

Re lati ves /Fri end 

Saving and Credit Cooperat ives 

No C redit Source 

No Loan 

Total 

Source: Fi eld Survey, 20 I 0 

Before the Saving and 

C redit Cooperatives 

Frequency Percent 

0 0 

43 39.1 

23 20.9 

23 20.9 

0 0 

2 1 19 .1 

0 0 

110 100 

36 

After the Saving and 

Credit Cooperatives 

Frequency Percent 

0 0 

0 0 

0 0 

0 0 

9 1 82 .7 

0 0 

19 17.3 

110 100 
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The interview held with both Tabia sav ing and cred it cooperati ve managers shows that 

members were obliged to pay a higher level of interest rate (14 percent) when they were 

taking loan from microfinance institutions, while the interest they are paying at present 

decreased to nine percent when they take credit fro m the cooperatives. Simi larly, as 

illustrated in Table 4.2 above, at present, 82.7 percent of members are rece iving credit 

serv ices from the sav ing and c red it cooperatives and th is implies that these financia l 

institutions are play ing a s ignifi cant role in empower ing the financ ial a ffa irs of members to 

enhance their socio-economic welfare. 

4.2.1.2 Occupation of Respondents Before and After the SACCOs 

Occupation is an important factor as it provides income to households. The type of 

occupati on a member engages determines the living condition of the house hold. Different 

activi ti es such as agriculture, petty trading, fatten ing and da iry provide additi onal income 

to their household. One of the main objectives of saving and cred it cooperati ve is safe 

guarding the poor from the evil effects of poverty trap and creating job opportunity so that 

they would increase their income. Hence, the empowerment role of these organi zations can 

be seen with respect to the creation of job 0ppOltunity. 

TableA.3 Percentage Distribution of the Respondents by Occupation 

Before the Saving and Afte r the Saving a nd 

Occupation of Respondents Credit Cooperatives Credit Coope ratives 

Frequency Percent Frequency Percent 

Fanning 53 48.2 50 45.5 

Trade 34 30.9 42 38.2 

Da ily laborer in Cooperati ve 0 0 10 9 

Fatten ing and da iry 0.9 8 7.3 

Unemployed 22 20 0 0 

Total 110 100 110 100 

Source: Field Survey, 20 I 0 

Table 4.3 shows that before j o ining the sav ing and cred it cooperatives, majority of the 

respondents were engaged in farming and trading which comprises 48.2 and 30.9 percent 

respectivel y. The amazing fact revea led when the occupati ona l profi le o f the respondents 
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were ana lyzed is that 20 percent of the respondents were hav ing no occupations before the 

saving and credit cooperatives. After bei ng a member, a qui ck rev iew of the su rvey data 

indicates that 45.5 , 38.2 and 9 percent of the sampled respondents are engaged in fanning, 

trading and as daily laborers in cooperati ves, while 7.3 percent of the sampled respondents 

are employed fattening and dai ry activit ies. 

4.2.1.3 Income, Consumption Expenditure, Educational Expenditure and Total 

Saving of the Respond ents Before and After J oining the Coo peratives 

A. Income of Respondents Before and After Joining the SAC COs 

Fi nancia l cooperatives playa significant role in providing financial services and fac ilities 

to poor and low income soc iet ies of the rural people. Participati on in such type of 

cooperatives improves member's income which might lead to economic empowerment of 

benefic iaries. 

Tab le 4.4 Description ofthe Respondents by their Income Before and After the SACCOs 

Amount in Before the Saving and After the Saving and 

Description Birr Credit Cooperatives Credit Cooperatives 

Frequency Percent Frequency Percent 

Household 0-200 58 52.7 15 13.6 

Income 20 1-400 36 32.7 3 1 28.2 

(Bi rr/month) 40 1-600 12 I I 45 40.9 

::0:601 4 3.6 19 17.3 

Tota l 110 100 110 100 

Source: Field Survey, 20 I 0 

As it is depicted in Table 4.4, respondents were asked about the amount of the ir month ly 

household income both before and after jo ining the cooperatives. The resul t o f the 

household survey indicated that before the sav ing and cred it cooperatives majority of 

respondents' (52 .7 percent) month ly household income was between th e ranges o r o to 200 

Birr. T hi s has improved s ignifi cantly after becoming a member as majority of the 

respondents' (40.9 percent) reported having a monthly income which ranges from birr 40 1 

to 600. Before membership, 32.7 and 3.6 percent of respondents' monthly income was 

ran ging from Birr 201 to 400 and greater than Birr ::0:60 I respective ly, wh ile 28.2 and 17.3 

percent of respondents gain Birr 20 I to 400 and Birr ::0: 60 I per month respecti vely after 
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jo ining the cooperatives. 

Tab le 4.5 below pOltrays that the mean monthly income of respondents before jo ining the 

cooperatives was Birr 203.60. However, after invo lvement respondents mea n monthly 

income increased to Birr 433.3 1. 

Tab le 4.5 Description of Respondent' s Mean Monthly Income Before and After the 

SACCOs 

Monthly Income N Mean Std. Deviation Min imum Maximum 

Before the SACCOs 110 203.60 181.590 0 700 

A fte r the SACCOs 110 433.31 204.768 18 1000 

Source: Field Survey, 2010 

In add ition, the above descriptive result needs inferential test whether the im provement of 

thi s income is significant. 1-1ence, based on the methodo logy the Wicoxon Signed Rank 

Test (WSRT) was employed and the fo llowing hypothes is was fo rmu lated and tested. 

Therefore, the null and alternati ve hypothes is can be formulated as: 

Ho= Members mean monthly household income before joining the sav in g and cred it 

cooperative is equa ls to after jo ining the sav ing and cred it cooperatives. 

HI = T here is a difference in members mean month ly in come after and before jo ining 

the sav ing and credit cooperati ves. 

Table 4.6 Wilcoxon S igned Rank Test Resul t of Respondents Income Before and After the 

SACCOs 

Ranks N Mean Sum of Z-value Asymp. Sig. Z-

Rank Ranks (2-tai led tabu lated 

Negative Ranks O(a) .00 .00 

Positi ve Ranks 109(b) 55.00 5995.00 -9.065(a) 0.000 1.96 

T ies 1 (c) 

Total l iD 

Source: Fie ld Survey, 20 10 
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As elicited in Table 4.6, the test result revea ls that the ca lcu lated Z-val ue is less than the Z­

tabulated va lue. The decis ion rule of this methodology suggests that reject ing the null 

hypothesis and accepting the a lternative hypothesis indicates that pa rtic ipation in the saving 

and cred it cooperatives brings a s ignificant improvement in monthly income of 

beneficiaries. Thus, this cooperative scheme has a positi ve and significant role improving 

income of the members. As indicated in the literature review part of the study, the 

empowerment ro le of cooperatives cou ld be clear in its impact on income, slllce 

greater income would lead to a better social and econom ic status of the poor. 

B. Consumption Expenditure of Respondents Before and After Joining the SACCOs 

Regarding the consumption, respondents were asked about the amount of the ir monthly 

consum pt ion expend iture both before and after joining the cooperatives. 

Table 4.7 Percentage Distribution of the Respondents by their Consumption Expend iture 

Amount in Before the Saving and After the Saving and 

Description Birr Credit Cooperatives Credit Cooperatives 

Frequency Percent Frequency Percent 

Consumption :'0200 41 37.3 19 17.3 

Expenditure 20 1-400 51 46.4 33 30 

(Birr/month) 40 1-600 15 13.6 44 40 

~601 3 2.7 14 12.7 

Total 110 100 110 100 

Source: Field Survey, 2010 

Tab le 4.7 describes that 46.4 percent of respondents were spend Birr 20 1 to 400 before 

joining the cooperatives, while 40 percent spend Birr 40 I to 600 after they joined the 

soc iety. Before participation, 37.3 percent of respondents were spent less or equa ls to Birr 

200 for consumption purpose, whereas, after in volvement 17.3 percent spend within this 

category for the same purpose. Only 2.7 percent of the respondents spent Birr ~ 60 1 per 

month before joining the cooperati ves though 12.7 percent of respondents spend equa l 

amount of Birr after joining the saving and credit cooperatives. In th is case, the entire 

consu mption expend iture of members ' was observed to grow after members' participation 

in the saving and cred it cooperatives 
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Accord ing to Tab le 4.8 below, the descriptive ana lys is shows that the mean monthl y 

consumpti on expend iture of respondents before join ing the saving and cred it cooperat ives 

was Birr 284.86 though after involvement respondents mean monthly consumption 

expenditure grow to Birr 422.23 

Table 4.8 Description of Respondent' s Mean Monthly Consumption Expenditure Before 

and After joining the SACCOs. 

Monthly Consumption N Mean Std. Minimulll Max i mum 

expend iture Deviation 

Before the SACCOs 11 0 284.86 150.9 11 50 800 

A fter the SACCOs 11 0 422.23 184.207 100 950 

Source: Field Survey, 20 I 0 

Therefore, as it is observed above, palticipation of the poor in the sav ing and cred it 

cooperati ves results in increased househo ld income and consumption expenditure. 

However, it is significant to test the leve l of improvement in consumpt ion expenditure o f 

respondents us ing Wilcoxon Signed Rank Test. T herefore, the following null and 

alternative hypothesis was formulated and tested : 

Ho= Members mean monthly consumption expenditure before joining the saving and 

cred it cooperatives is equals to after joining the saving and credit cooperatives .. 

H I = T here is a difference in members mean monthly consumpti on expend iture after and 

before the savi ng and credit cooperati ves. 

Table 4.9 Wi lcoxon Signed Rank Test Result of Consumption Expenditure Before and 

After the SACCOs 

Ranks N Mean Sum of Z-value Asymp. Sig. Z-

Rank Ranks (2-tailed tabulated 

Negative Ranks O(a) .00 .00 

Positive Ranks 110(b) 55.50 6 105.00 -9 .106(a) 0.000 1.96 

Ties O(c) 

Total liD 

Source: Field Survey, 20 I 0 
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Table 4.1 1 Description of Respondent' s Mean Monthly Educat ional Expend iture Before 

and After Jo ining the SACCOs. 

Month ly Educational N Mean Std. Minimum Maximum 

Expenditure Deviation 

Before the SACCOs 11 0 339.64 209.3 10 0 950 

After the SACCOs 11 0 417.50 260.607 0 900 

Source: Field Survey, 20 I 0 

Well improvement was observed in the mean annual educationa l expenditure of 

respondents. But, to test if thi s improvement is s ignificant before and after situation 

comparison, us ing a hypothes is test is needed . Therefore, the fo llowing null and a lternative 

hypothes is was formulated and tested: 

Ho= Members annua l educationa l expend iture be fore joinin g the sav ing and credit 

cooperative is eq uals to after join ing the sav ing and credit cooperat ives. 

HI = There is a difference in members annual educationa l expenditure after and before 

palti cipation in the saving and cred it cooperatives 

Tab le 4. 12 Wi lcoxon Signed Rank Test Result of Educational Expenditure Before and 

After the Sav ing and Credit Cooperatives. 

Ranks N Mean Sum of Z-va lue Asymp. Sig. Z-

Rank Ranks (2-tailed tabulated 

Negati ve Ran ks 20(a) 69.72 1394.50 

Positive Ranks 89(b) 5 1.69 4600.50 -4.848(a) 0.000 1.96 

Ties I(c) 

Total 110 

Source: Field Survey, 20 I 0 

The test result dep icted above leads us to the rejection of the null hypothesis and accepting 

of the alternative hypothesis representi ng that the mean annua l educational expenditure of 

respondents after j oining the cooperati ves is s igni fica ntly greater than the mean an nual 

educational expenditure before joining the cooperatives. Therefore, the sav in g and credit 

cooperatives ca n be said to have pos itive and significant ro le on c reat in g access to 

education or spe nding on education. 
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D. Total Saving of the Respondents Before and After Joining the Cooperatives 

Voluntary and compul sory savi ngs are the primary sources of any saving and credit 

cooperat ives capita l base and meet the loan demands of their users. Therefore, an increase 

in income was supposed to encou rage respondents to increase the amount of sav ing they 

made with their cooperatives. With this regard, Table 4.13 below revealed that 82.7 percent 

of the respondents did not keep any savings before the saving and credit cooperati ves. 

However, currently, all respondents make a total sav ings ranging from birr I to more than 

Birr 300. As it is indicated in the review of related literature, a study by Assefa (2007) 

indi cated that even though the total amou nt of funds that can be assemb led by savi ng and 

cred it cooperati ves operatin g at the loca l leve l is usually quite sma ll, access to cred it is 

often seen as necessary for success. 

Table 4. I 3 Percentage Distribution of Respondents by Total Saving 

Total Saving 

(Birr/month) 

o 
1-100 

101 -200 

20 1-300 

2: 30 I 

Total 

Before the Saving and 

Credit Cooperatives 

Frequency 

91 

13 

6 

o 
o 

110 

Percent 

82.7 

11.8 

5.5 

0 

0 

100 

Source: Field Survey, 20 I 0 

After the Saving and 

Credit Coolleratives 

Frequency Percent 

0 0 

41 37.3 

35 31.8 

2 1 19. I 

13 I 1.8 

110 100 

In addit ion, the mean monthly saving of the respondents before joining the saving and 

cred it cooperati ves was Birr 15 .50. On the other hand, after involvement their mean 

monthly sav ing increases to Birr 170.07. (See Tab le 4. 14 below) 

Table 4. I 4 Description of Respondent's by Total Saving Before and After the SACCOs 

Total Monthly N Mean Std . Deviation Minimum Maximum 

Saving 

Before 11 0 15.50 40365 0 200 

After 110 170.07 95. I 83 30 400 

Source: Field Survey, 20 I 0 
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In order to know whether the improvement in respondents monthl y sav ing is significant or 

not, the Wilcoxon Signed Rank Test was employed and the foll owing null and alternative 

hypothesis was formulated and tested: 

Ho= Members total monthly sav ing before joining the sav ing and cred it cooperat ive is 

eq ual s to after joining the saving and cred it cooperati ves. 

HI = There is a difference in members total monthly sav ing after and before joi ning 

the saving and cred it cooperatives. 

Table 4.15 Wilcoxon Signed Rank Test Result of Tota l Monthly Saving Before and After 

the Saving and Credit Cooperatives 

Ranks N Mean Sum of Z-val ue Asymp. Sig. Z-

Rank Ranks (Hail ed tabulated 

Negative Ranks 8(a) 16.94 135.50 

Positi ve Ranks 102(b 58.52 5969.50 -8.70 I (a) 0.000 1.96 

Ties O(c) 

Total 110 

Source: Field Survey, 20 I 0 

As it can be seen in Table 4 .. 15, the lest resu lt suggests that rejecting the null hypothes is 

and accepting the alternative hypothesis indicates there is statistically s ignificant difference 

in total amount of saving after joining the saving and credit cooperati ves. Therefore, it can 

be conclude that invo lvement of the poor in such type o f financ ial cooperati ves has a 

s ignificant role in building the sav ing capacity of respondents which can put up the 

co nfidence of beneficiaries and can facilitate the process of empowerment of members 

through cooperati ves. 

4.2.1.4 Size of Land Holding 

A key requirement for any escape from poverty and hun ger is access to producti ve 

resou rces. For the rural poor, land and financial resources are of foremost importance, but 

technology, seeds and fertilizer, li vestock, irrigation, marketing opportunities, and off-farm 

employment are also essential (IFAD ,2007). Bes ides, Dieninger (et aI., 2003) noted that 

land is a key asset to rural and urban poor that provides an important foundation for 
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economic and socia l deve lopment. Sound property ri ght in , and equitable access to land can 

al so offer the potential to empower the rura l and urban poor to adju st to the challenges 

posed by recent trends of globa lization. 

Table 4.16 Percentage Distrib uti on of Respondents by Land Size 

Size of Land in Hectare Frequency Percent 

No Land 53 48.2 

Up to 0.5 22 20 

0.51 - I 35 31.8 

Total 110 100 

Source: Field Survey, 20 I 0 
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Looking at the s ize of plot of land owned, it can be observed from Table 4.16 that the land 

ho lding of respondents is generally very sma ll. The majority of respondents (48.2 percent) 

are landless w hile 31.8 percent own between 0.5 1 and I hectares of land . The remain ing 20 

percent of respondents own up to 0.5 hectares of land . Ave rage land ho lding of the sampled 

respondents was about 0.34 hectare with the max imum and minimum of I and 0. 25 

hectares of la nd respecti vely. Eve n though 5 1.8 percent of responde nts own land, the data 

from interviews and foclis group di sclission ind ica led that most o f respondents own 

unproducti ve, fragmented and sma ll land s. 

4.2.1.5 Loan Size and Purpose of the Loan Secured from the SACCOs 

The survey find ing on the loan size provided by the saving and credit cooperati ves of the 

Woreda was ranging from Birr 600 to Birr 5000. Thi s ind icates that the maximum lim it is 

Birr 5000 and the minimum limit is goes down up to Birr 600. The average loan size o f 

respondents' was 2367 Birr. However, when members' bus iness awa reness are im proved 

and beg in new bus iness, they may require additiona l funds and an increase in consumption 

of farm inputs li ker ferti lizer, chemi ca ls and improved seeds etc may need loan vol ume 

above thi s li mit. 

Simil arly, bencfic iaries were asked about the adequ acy of the disbursed loa n by the savin g 

and credit cooperat ives. With respect to thi s, 29. 1 percent (n= 32) of the members 

responded that the amount of loan they have obta ined fro m the sav ing and credit 
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cooperatives is sufficient to run and organize the ir bus inesses properl y. On the other hand, 

70.9 percent (n=78) of them reported that the opposite. Although 70.9 percent of the 

sampled respondents stated the insuffi c iency of the loan, Yunus ( 1999) illustrated that 

small amount of loans can have a substanti al influence on the li ves of the poor. 

Correspond ingly, the survey result shows that 10 percent (n= ll ) of respondents used the 

loa n to pay hired labor, while the rest 20 percent (n=22) and 52 .7 percent (n=58) used the 

loan for purchas ing of agricultural inputs and trading activities respectively. Although 17.3 

percent (n= 19) of respondents have not taken loan, the loan taken by members fro m the 

sav ing and credit cooperatives has enab led the rura l poor members of the cooperatives to 

work in different in come generating activities. 

From the FGD, it was a lso found out that the majority of respondents who have taken loan 

from the cooperatives utili zed it for business purpose. Some respondents use the loan to 

prepare and se ll 'SelVa and injera' (Loca l beer and Ethi opian food respecti vely). Others use 

the credit to buy and se ll gra ins, fruits and vegetables in a smal l market. Flllthermore, some 

others use the money to purchase agricu ltura l inputs and open sma ll shops in the rural 

areas. Th is resul t genera ll y confirms that sav ing and credit cooperati ves are serving as 

spring boards to enhance members' economic empowerment as the majority of respondents 

are striving to improve their we ll-being by di versifying their income generatin g act ivities . 

4.2.2 Indicators of Social E mpowerment of Respondents 

4.2.2.1 Respondents Perception on their Social Participation 

Soc ial Partic ipation of an indi vidual refers to sharing different posit ions in various formal 

or in forma l soc ia l organizations such as cooperati ves, NGO's, re li gious organi zations, 

youth c lu bs, iddir, equib, farmer assoc iat ions, educationa l in stitutions, governm ent bodies 

etc (S ubburaj , 2003). In this study, the leve l of soc ial participation of members was 

cons idered by respondent 's own perce ption on their participation in different soc ial 

organizations. Based on the ir perception, respondents were grouped in to fou r categori es 

namely, low level, med ium level, hi gh leve l and don't know. 
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Table 4. I 7 Percentage Distribution of Respondents by Social Participation 

Before the Saving and After the Saving and 

Levels Credit Cooperatives Credit Cooperatives 

Frequency Percent Frequency Percent 

High 53 48.2 80 72.7 

Med ium 28 25.45 30 27.3 

Low 25 22.72 0 0 

Don't know 4 3.63 0 0 

Total 110 100 110 100 

Source: Field Survey, 20 I 0 

One can witness based on the observed data (Table 4. I 7) that as much as 48.2 percent of 

respondents have high leve l of socia l participation, whi le as much as 25.45 and 22.72 

percent of respondents have medium and low level of social participation before the 

cooperatives. However, after joining the saving and cred it cooperatives, 72 .7 percent of 

respondents have high level of socia l participation, and the remaining 27.3 percent 

categorized under medium level. 

During the FGD, respondents were also asked whether the improvement of member's 

socia l participation is due to their invo lvement in the cooperatives. The feed back of 

majority of participants of the FGD indicates that they were participating in limited socia l 

institutions like religious institutions. However, the participation in d iffe rent community 

organizations and development programs is generally improved after the ir in vo lvement in 

the saving and cred it cooperative programs. 

4.2.2.2 Description of Members Participation in the Saving and Credit Cooperatives 

Empowerment of members goes well with member's participation. Members have the ri ght 

to participate in their organization and there is a cons istent need for their empowerm ent. As 

members of cooperatives become aware of their claims, rights and responsibilities they can 

fac ilitate the process of empowerment. As they are the owners of the cooperatives, they 

attend meetings, have voting powers, make decisions, patron ize their organ izations and 

give constructive suggestions. The reasons behind th is are enhancing the ir income, personal 

growth, self-reliance, socia l status, etc. In this case, that partic ipation leads to the 
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empowerment of the poor and deprived section of the commun ities through uSIng 

cooperatives as a vehicle (Mishra, 1999). 

Regarding to this, respondents were asked whether they are participating 111 the core 

activities of the sav ing and cred it cooperatives. Accordingly, the data from household 

survey indicates that 88.2 percent of respondents were in vo lved in the maj or acti vi ties of 

the saving and cred it cooperatives, whi le 11.8 percent o f them are not. 

Tab le 4.18 Percentage Distributi on of Respondents by their Participation 

Description Frequency Percent 

Yes 97 88.2 

No 13 I 1.8 

Total 110 J 00 

Source: Field Survey, 20 I 0 

Besides, in the FOD's, respondents were also asked how they participate in the saving and 

credit cooperati ves and most o f the participants were responded that they are participating 

in meeting, voting, plann ing, eva luat ion, education and training aspects of the cooperatives. 

4.2.2.3 Member's Extent of Contact with DA's and Cooperative Officials Before and 

After the Saving and Credit Cooperatives 

Contact of members with government officials of va rious disciplines such as cooperative 

promoters, agriculturalists, hea lth workers, educationa l in st itutions etc play an important 

role in empowering them and mak ing a difference among beneficiaries. Therefore, 

respondents were asked to measure their extent of contact with these Deve lopment Agents 

(DA's) and cooperati ve o ffi cials based on their own perception. 
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Tab le 4. 19 Percentage Distribution of Respondents by Extent of Contact with DA 's and 

Cooperative Officia ls 

Before the Saving and After the Saving and 

Levels Credit Cooperatives Credit Cooperatives 

Frequency Percent Frequency Percent 

High 19 17.3 103 93.6 

Medium 23 20.9 7 6.4 

Low 32 29.1 0 0 

No contact 36 32.7 0 0 

Tota l 110 100 11 0 100 

Source: Fie ld Survey, 20 I 0 

As far as contact with Development Agents (DA's) and cooperative offi cia ls are concerned, 

Tab le 4.19 reveals that before the saving and credit cooperatives, majority of respondents 

(32.7 percent) had not any contact, wh ile 17.3, 20.9 and 29. 1 percent of the respondents 

had high, medium and low level of interaction, respectively. In contrast, currently 93.6 

percent of sampled respondents have high level of contact and the remaining 6.4 percent is 

categori zed under medium level. 

During the FODs, respondents were aga in asked whether th is improvement is due to their 

invo lvement in the cooperat ives. According to the ir response, they have improved contacts 

to the different profess ionals inc luding DA's and cooperative official s in the area after 

joining the sav ing and credit cooperatives to know new techno logies as they have the 

mot ivation to grow econom ically and socia lly. 

4.2.2.4 Exposu re to Mass Media of Respondents Before and After the SACCOs 

Mass media play an important ro le in influencing the behavior of individuals, society and 

the nation at large. To an indi vidual the level of exposure to mass media determ ines the 

leve l of awareness, knowledge, understanding, perception and attitude on his or her own 

self and towards the subject around him or her (Subburaj, 2003). Sim ilarly, med ia will 

certa inly make the rural poor enhance their awareness on various socia l issues and 

economic prob lems leading to their greater participation in development schemes. 

Awareness enhancement wi ll al so assi st the rural poor in securing a new outl ook and 
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sensitivi ty on their own prob lems without wh ich empowerment of rural poor can not be 

achieved (I-li remath and Balasubramanya, 2009). Therefore, based on respondent's own 

perception, uses of mass media have been considered to measure respondent 's level of 

exposure. 

Table 4.20 Percentage Distribution of Respondents by Exposure to Mass Med ia 

Before the Saving and After the Saving and 

Levels Credit Cooperatives Credit Cooperatives 

Frequency Percent Frequency Percent 

High 14 12.72 43 39. 1 

Medium 22 20 53 48.2 

Low 59 53.64 10 9. 1 

No exposure 15 13.64 4 3.6 

Tota l 110 100 110 100 

Source: Fie ld Survey, 20 10 

Accord ingly, the survey result shows that before the sav ing and c red it cooperatives, 53.64 

and 20 percent of respondents had low and med ium level of exposure respective ly. 

Whereas, 48.2 and 39. I percent ofthe sampled respondents have medium and high leve l of 

exposure to mass media respective ly after p8lticipation. The data a lso shows that 

respondents that were lacking any med ia exposure were shown a decline from 13.64 

percent to only 3.6 percent. 

4.2.2.5 C ha ll ge ill Living Sta nd a rds of Respondents 

Respondents were asked whether their living standard is im proved after partic ipation. With 

respect to th is, 79. 1 percent have reported that their livin g standard has improved though 

20.9 percent of them provide contrary response. 

Tab le 4.21 Percentage Distribution of Respondents by Livi ng Standards 

Change in living standard 

Yes 

No 

T ota l 

Source: Field Survey, 20 I 0 
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Likew ise, the data found out from FOD 's indicated that before the cooperatives, members 

were found in low level of li ving standard. To express thi s s ituation, a 38 years old woman 

sa id : 

"1 was living lIIiserable life before I join Ihe saving and credil cooperalive. I was dependent and 1 

had nOlhing 10 do and eallo salisfY Illy family's need BlIInow 1 have laken a credil ji'01ll Ihe saving 

and credil cooperative and opened small shop which is growing from time ( a lime. As a result, 

currently f have a lot of options to participate in different income generating activities which can 

fuljilllllY falllily 's basic needs and 1 have observed posilive Irends in my living condilions " .(FGD 1) 

Another 58 years o ld man said: 

"1 alii ilIilerale and weak. 1 have six children Before 1 joined Ihe saving and credil cooperalive, I 

have passed a difficult/lme to cover alll1lY household expenses. f don't remember the Nme 1 was a 

happy person during Ihose years. 1 was living an elllplY life and 1 don 'I f uljilled whal 1 aspired. 

However, after J become a member, 1 have made good improvements in my life though there are 

sOllie unsolved problems Ihal 1 0111 planning 10 solve by using Ihe opporllInilies found in Ihe 

cooperalive". (FGD 2) 

4.2.2.6 Access and Effect of Training on Respondents 

Parti cipation of members of saving and credit cooperative in different tra ining programs 

can be cons idered as one in gredient of empowerment of the rural poor. In line with this, 

respond ents were asked whether they have rece ived any training after joining the 

cooperatives. In view of that, 80 percent of the respondents have got a chance o f getting 

training, while the remaining 20 percent of respondent had not trained. 

In additi on, Out of 80 percent (n=88) of respondents who have rece ived any type of 

training, 27.5 percent (n=24) of respondents were reported that the training program was 

helpfu l to initiate them to partici pate in different trad ing acti vities to increase their income. 

49.5 percent (n=44) respondents indicated that the training helped them to understand how 

to manage thei r loan, and the remaining 23 percent (n=20) reported that it was helpful in 

initiating members to engage in trading activities and create proper awareness on the 

objectives of sav ing and credit cooperati ves. 
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4.3 Problems and Challenges of Saving and Credit Cooperatives in the Study Area 

Although the introduction of new ideas of fin ancial services to the poor people in the rura l 

areas are an important viltue of saving and credit cooperati ve societies, despite a ll the 

above discussed achievements, the expansion and growth of these financial cooperatives in 

the study areas are knotted by a number of problems that need to be addressed. 

Therefore, an ultimate effort was made to identi fy the major problems and constraints of 

sav ing and credit cooperatives faced in the study area. In view of th at, two foc us group 

discuss ions with 16 se lected indi vidual s from both sampled cooperatives and 6 key 

inform ant interviews were conducted. Palticipants in the di scuss ion were from 

management committees including the saving committees, credit commi ttees and education 

committees of both saving and credit cooperati ves. Some information was also obtain ed 

from the Woreda cooperative promoti on offi cial s. Finall y, the di scuss ion came out with a 

variety of point of view on the problems and constraints of the saving and credit 

cooperati ves in the study area. 

According to the foc lls_group parti cipants, like to any other form of bus iness organi zat ion, 

saving and credit cooperati ves of the Woreda are fac in g vari olls problems. Some of the 

cri t ical problems ra ised by participants are di scussed as fo llows: 

.:. Partic ipants explained that the savlIlg and credit cooperati ves were fac ing 

ineffi c ient management which emanated from lack of skilled and educated man 

power in the area of cooperation. The manageri al activities of the sav ing and credit 

cooperati ves are don e by vo lunteer Boards of Directors (BODs) whi ch are hav in g 

only tradi t iona l knowledge. Bes ides, management committee are not fl ex ible to 

modify decisions for the good will of their members and in stitutions .Thus, plans, 

rules and programs of the institution are not implementing as per the by- laws and 

directi ves of the sav ing and credit cooperatives . 

• :. Partic ipants were indicated that members' expectation from their sav in g and credit 

cooperatives is very hi gh. For example, they need very low interest rate to be 

charged while taking loans from the saving and credit cooperati ves and very hi gh 

prices when they sell their products. T hi s un ba lanced interest may resul t in 
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dec lining of membership th e due to withdrawals, whi ch may fi nall y resul t 111 

di sso lution of the cooperatives . 

• :. SOl11 e farmer members indicated that there is absence of info rmation which 

in cludes what and when to produce, and where and fo r whom to sell. This problem 

made them to get low pro fi ts from their products. That means they can not earn 

sati sfactory income from the ir income generating activities due to lack of market 

fo r thei r prod uct which harms the growth of members and the ir organi zations . 

• :. P3Itic ipants were al so explained that members have poor vo luntary savin g. They 

do not make any voluntary sav ing in their sav ing and credit cooperatives. As a 

result the financ ial capac ity of the saving and credit cooperatives is becoming 

lower and lower. 

.:. As it is explained by parti cipants of the FGDs, the tra ining and educat ion offered by 

the cooperative promoters of the Woreda and SACCO managers is not ample to 

expand the ir knowledge and concepts of cooperati ves . 

• :. In addi tion, partic ipants were mentioned that the presently in it iat ing saving and 

credi t cooperat ives are not assisted by thorough studies . If the promotion is not 

supported by research, the .in!ended objecti ve would not be achi eved. 

The interview he ld with cooperati ve managers of both study Tabias indicated that, though 

coope rati ves are autonomous self:he lp organizations coqtro lled and organized by their 

members, saving and credit cooperati ves of the Woreda are controll ed and supervised by 

governm ent offi cial s of the Woreda. This violates the fo urth princ iple of cooperati ves i.e. 

autonomy and independence. No matter how excellent a cooperative program is, it is sterile 

unl ess it is in a state of independence. Bes ides, sim ilar to what was expla ined by ' FGD 

palticipants, interviewees were indicated that the hea lth of sav in gs and cred it cooperative 

was affected due to lack of wide-ranging basic knowledge and extremely dependence on 

externa l fund s. 
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In addition, employees of the Woreda cooperati ve promotio n bureau indicated that though 

cooperatives are voluntary organizations open for all indi vidua ls ab le to use the ir services 

and willing to acce pt the responsibiliti es of membershi p by obeyi ng the by- laws of the 

soc iety and active ly partic ipat ing in planning, implementation and decision mak ing process 

of the orga nization, in the study area, members of the saving and cred it cooperati ves are not 

welcoming to potential members. They do not provide ed ucation and train ing to attract 

potential non-members to join the sav ing and cred it cooperati ves. This is because of the 

limited capita l base they owned which fo rced them to view potentia l members as 

competitors. Thi s leads to the small size of membership of the saving and credit 

cooperati ves which hinder im provement in monthly sav in g o f members and make difficul t 

to provide suffic ient loan to members. 

Similarl y, the data obtai ned from employees of the Woreda cooperative promotion bu reau 

indicated that sav ing and credit cooperatives are fac ing strong competition from 

mi crofinance inst itutions. The d ifference in lending and saving princi ples that both 

organ izations are fo llowed was explained as a source of the prob lem. Before going to take 

any loan, the rule of savin g and credit cooperat ives call members to save some amount of 

money with in the cooperati ves. Although the two savi ng and cred it cooperatives of the 

Woreda are hi ghly dependent on external fund , mem bers are gett in g loan hased on the ir 

compul sory sav ings. On the other hand, microfinance institut ions do not make sav ing 

essential fo r assess ing credit by the ir customers. Thi s attracts more of the rura l poor to 

micro finance institutions than saving and credit cooperatives. Interviewees were explai ned 

thi s issue as a major constra int of sav ing and cred it cooperati ves to increase thei r 

membership. 
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5,1. Conclusion 

Chapter Five 
Conclusion and Recommendation 

In Ethiopia, the poor IS facing severa l soc io-econom ic problems that are com plicated. 

Cooperati ves have been regarded as a means of empowering agents of poor men and 

women in the rural and urban areas that have no access to formal financ ial orga ni zati ons. 

Saving and credit cooperati ves at local, regiona l, and federal levels can play a s ign ifi cant 

role in sav ing mobilization, promotion of in vestment and have a potential rol e in Ethiopia 's 

sustai nable soc io-eco nomi c growth. With th is respect, the study was undertaken in the 

empowerment of the ruralpoonl1folJgh saving and credit coope ratives in Tigray Region, 

Kalla Tel7lbien Wareda. 

Saving and cred it cooperati ves plays s ignificant rol e in the soc io-econom ic empowerment 

of members' through the provision of sav ings, loan, training and education. After joining 

the savi ng and credit cooperati ves, results of Wilcoxon Signed Ral1k_Tesul11d-descriptive 

statistics s ign ify-that-members orthe sav ing and cred it cooperati ves were able to acquire an 

improved benefits and we ll-be in gs more than the benefits and we ll-bei ngs they possess 

before their invo lvements in the saving and cred it cooperati ves. Most of them were able to 

increase thei r average monthly income, monthly sav ing, consu mption and educational 

expe nse signifi cantly. In add iti on, membel" s- socia l participation,_J:Dntact. with DAs and 

cooperati ve- l"1'mneters,-member's· exposures to mass medi,<L have .been- s ignificantly 

improved after join ing the saving and crediTclfoperat ives.-The above finding indicates that 

sav ing and cred it cooperative have a pos iti ve and significant role in enhancing the soc io­

economic empowerment of the poor. 

Despite the above soc io-economi c improvements, results of the FGDs-all.d interv iews were 

indicated that in the study area , the saving and credit cooperatives are fac in g various 

problems whi ch harm their insti tutional and financ ial susta in ab ili ty. Moreover, the 

di scussion result of this s'tudy shows that the main problems of sav ing and crcd it 

cooperatives in the study a~eas inc ludes: inefficient management due to lack of skilled and 

educated man power, high dependence on external fund , unbendable co mpetiti on from 

microfinance instituti ons, poor sav ing habits of members, insufficient training and 

education, and un scientific actions to establi sh the newly emerging cooperatives in the 

Woreda . 
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S.2. Recommendation 

In light of the above maj or findin gs of the study, some recommendations are suggested 

w ith the intention of enhanc ing and supporting the socio-economi c empowerment of the 

rura l poor in the study area. 

The good runnin g of sav ings and credit cooperat ive was affected due to lack of skilled and 

pro fess ional manpower that is full y committed to achieve its goal s fo r sav in gs, lend ing, 

education and others. The existing management committee lack adequate knowledge abo ut 

the principles and objectives o f saving and credit cooperati ves. Therefore, these should be 

min imi zed through inte nsive and extensive cooperati ve education and trainin g, and in the 

comin g fu ture th e cooperatives should employ educated manager as these financ ial 

institutions are great instruments to improve the tota l amount of sav ings and he lp to 

fac ilitate deve lopment in the rural areas. 

The sav ing and credit cooperatives of the Woreda are not capable to accum ulate more 

depos its due to small s ize of membership. Thi s narrows th e deli very o f proper and adeq uate 

fin anc ia l service to the members . There fore, the saving and credit cooperati ves should 

und ertake spec ial measure to increase thei r membership through initiating and ed ucatin g 

the people on bene fi ts of sav ing and credi t cooperatives in terms of sav ings and access ing 

credits. FUlt hermore, more attenti on ought to be given to savi ng enlistment. Savin gs are the 

base of saving and credit cooperati ves and in saving and credi t cooperatives, lendi ng is not 

possible without savings. Therefore, ri gorous attempts should be made to broaden the 

membership base and thereby increas ing the sav ing vo lume of users. 

Though externa l fi nanc ial support is very importa nt in build ing and improv in g the fina ncia l 

capacity of cooperatives, members' moti vati on to increase the am ount of sav ing would be 

dec lined. There fore, the saving and credit cooperati ve societies should understand and 

recognize the problems that ari se due to external SUppOlt. 

Sav ing and c red it cooperati ves are democratic organizations contro lled by the ir members 

who set the ir own po li cies. There fore, since these institutions are self-determined and self 

mon itored inst itutions, its po lic ies must be set by its members and sho uld not be extern ally 

managed. Furthermore, the government shoul d create favorable e nvironment for resea rch 

ac ti vi ti es in the area of cooperatives to back up cooperati ve industry w ith reliable and fact 

based fi nd ings . 
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ANNEX 1 

Addis Ababa University 

School of Graduate Studies 

College of Developmcnt Studies 

A Feedback FOl'm Prepared to Assess the Role of Saving and Credit Cooperatives in 

Empowering the Rural Poor: A Case Study from Kolla Tembiell Worec/a, Tigray 

National Regional State 

Dear respondent, 

J am investigating the role that saving and credit cooperatives have on their members ' soc io­

economic empowerment taking Kolla Tell1bien Woreda saving and credit cooperatives as my 

case study. This study is used in Partial fulfi llment of the requirements for the Degree of 

Master of Art in Development Studies. Therefore, J wish to request you kindly to spare some 

time and answer the questions below as honestly as possible by circling or filling in the 

spaces provided. The answers will be treated confidentially and will not have any 

consequence on you personally in any ways. 

Part one: Questions Related to l:Iael<ground Information 

1.1. Name of respondent: _ ________ _ 

1.2. Sex: 1 . Male 

1.3. Age: I. 15-25 year 

2. 26-35 year 

3. 36-45 

1.4. Marital Status of the Respondents: 

1. Single 

2. Widowed 

1.5. Family size of respondents: 

I. Small Upt04 

2. Medium (5 to 8) 

3. Big (above 8) 

2. Female 

4. 46-55 year 

5. 56-65 year 

6. 66 and above 

3. Married 

4. Divorced 



1.6. Educational Status of Respondents: 

I. Illiterate 

2. Able to Read and Write 

3. Up to 4 years 

I. 7. Duration of Membership in Cooperatives: 

I. Up tol year 

2. I to 3 years 

1.8. How did you become a member? 

I . Sel f interest 

2. Members Persuasion 

1.9. Why did you become a member? 

I. Access for credit 

2. Increase bargaining power 

3. Savings 

4. 5 to 8 years 

5.9 to 12 years 

6. Above 12 years 

3. 4 to 5 years 

5. >5 years 

3. Government enforcement 

4. Others (specify) ____ _ 

4. Reduce marketing risks 

5. Other (specify) ____ _ 

Part Two: Questions related to economic aspects of members 

2.1. After joining the SACCO, what happened to your household's overall average 

income? 

I. Increased 

2. Decreased 

3. Stayed the smile 

2.2. If your response to question No.2. 1 is "decreased", why did so? (do not read the 

multiple choice to respondents) 

I. Because one of the household member has been sick 

2. Becaus~~f poor sales of products 

3. Because I was unable to get inputs 

4. Because the agricultural production was poor (bad seasons) 

5. Other (specify),_-________ _ 

2.3. How much was your average monthly income in birr? 

Befoi'e SACCO ______ Birr 

After SACCO ______ Birr 



2.4. If your average month ly income is increased after joining the SACCO what is 

the major reasons? 

1. ______ __ _ 3. _____________ _ 

2. _________ _ _ 4. _______ _ 

2.5. What was your approximate total monthly consumption (example, buying food , 

goods arid' services) expenditure? 

Before SACCO ______ Birr 

After SACCO Birr 

2.6. How much was your average household educational expense alIDually? 

Before SACCO _ _____ Birr 

After SACCO Birr 

2.12. Does the SACCO have effect to own good house? 

I. Yes 2. No 

2.14. What is your size of cultivated land in 'Tsimidi? 

(fsimdi- is equivalent to 0.25 hectare) 

Before SACCO _______ Tsimdi 

After SACCO Tsimdi 

2.16. What was your major type of activities? 

1= Farming 

2= Cottage and small sca le industries 

3= Cooperative activities 

4= Fattening and dairy 

5= Unemployed 

6= Daily non- Agricultural labour 

7=Others(specify 

3. No own house 

Before joining After joining 

2.21. Did you observe any positive change in your living condition after joining the SACCO? 

I. Yes 2. No 



2.22. If the answer for question No 2.21 is ' yes ', what are the reasons for pos iti ve 

change? 

Part Three: Questions related to social aspects of members 

3.1. What was your leve l of soc ial partici pation (example in equb, iddir, mahber,etc) 

in your community? 

Levels ' Pre-SACCO Post-SACCO 

1- High 

2= Medium 

3= Low 

4= No change 

3.2. If the level of socia l participation after the SACCO is low what can be the reasons? 

1. _ _ _ _______ _ 3. ________ _ 

2. _________ _ 4. _________ _ 

3.3. What is yo ur leve l of exposure to mass media like Radio and Television? 

Leve ls Before joining the SACCO After joining the SACCO 

1 = High 

2= Medium 

3= Low 

4=No exposure 

3.4. What is your extent of contact with Development Agents (DA's) and cooperative 

officials? 

Levels Before joining the SACCO After joining the SACCO 

1 = High 

2= Medium 

3= Low 

4= No contact 



3.5. Do you participate in the major activities of the SACCO? 

I. Yes 2. No 

3.6. [[ your response to question No.3.5 is 'yes', how often? 

I . Never miss it 2. Mostly attend it 

3.7. [[your response to question NO.3.4 is 'yes', how do you participate? 

(Multiple responses are possible) 

I. By voting 

2. Participate in planning 

3. Attending meetings and di scussions only 

4. Evaluating cooperative leaders and employees 

5. Other, specify _______ _ 

3.8. lfyour response to question No.3.5 is No, state the possible reasons? 

" 

3. Attend sometime 

1. _________ _ J. _____ ________ _ 

2. ________ _ 4. __________ _ 

3.9. Whose interest do you think that the cooperati ve leaders and 

promoters are fu lfilling? 

I. Interest of the members 

2. Interest of the government 

3. Their own interest, irrespective of the members' interest 

4. I don't know 

5. Other, specify __________ _ 

3.13. Do you have school age children? 

I. Yes 2.No 

3.14. [fyou have school age children, do you think that your children access to 

education has been improving after you join the SACCO? 

I. Yes 2. No 

3. 15. [fyou r response to question No. 3.14 is ' Yes ', how and why it has happened? 

3.16. Have you get any education about cooperative principles, values and money 

management after joining the cooperative? 

I. Yes 2. No 



Part Four: Questions related to saving aspects of members 

4.1. What was yow' average monthly saving in BilT? 

Before BilT 

After Birr 

4.2. Were you save before you joined the SACCO? 

I. Yes 2. No 

4.3. If the answer for Qn No. ' 4.2' is ' yes' , where were you saving? 

I. With friends/ relatives 5. Mierofinance institutions 

2. Secret place 6. SACCO's 

3. Banks 7. Others (specify) __ _ 

4. Save with informal groups 

4.4. If the answer for Qn No. 4.2 is 'NO' , why? 

4.5. Are you satisfied with the amount of savings in SACCO? 

I. Yes 2. No 

4.6. If the answer for Qn No.4.5 is 'No ', Why? _ _ ___ _______ _ 

4.7. Does your SACCO encourage you to save? 

1. Yes 2. No 

4.8. I-lave you ever taken any training on saving by the SACCO? 

1. Yes 2. No 

4.9. If ' yes' what changes (if any) did the training course make on improving your 

saving habits? _ _ ________________ _ _ ____ _ 

Part Five: Questions re lated to creditlloan aspl;cts of members 

5. 1. Have you ever taken any credi t fro m your SACCO? 

I. Yes 2. No 

5.2 . If your answer for Qn No. 5.1 is 'ycs ', what was the purpose of the loan? 

I. Purchase of food items/consumption 

2. Business/Trade 

3. For agricultural inputs 

4. To pay for hired labor 

5. Others (specify) __ _ 



5.3. Have you utilized the loan for the purpose you have borrowed? 

1. Yes 2. No 

5.4. Do you get any profit from your loan? 

I.Yes 2. No 

5.5. Do you repay your loan to the SACCO on the specific time given? 

1. Yes 2 . No 

5.6. Did the credit bring significant change in your li ving standard? 

I. Yes 2. No 

5.7. When yo u borrow money, what type of security/collateral was required by the 

SACCO? 

I . Cooperative group responsibility 

2. Guarantee of individuals having permanent asset like land and house 

3. Guarantee of salaried individua l 

4. Others (specify) ____ _______ _ 

5.8. What is the average size of loan you have borrowed fi·om the SACCO after 

becoming a member? ___________ Birr 

5.9. What do you feel that the amoun t of loan size given by the SACCO? 

1. Sufficient 2. Insufficient 

5.10. [f your response to No. 5.9 is ' Insullicicnt' , how much wou ld be sufficient? 

Birr _ _ _ _ 

5.11. Could you tell us the interest rate of the credit? Percent -----

5. 12. What credit source were you uscd? Before Joining the After Joining the 

SACCO SACCO 

I=Banks 

2=Microfinance institutions 

3= Private Money Lenders 

4=Friend / Relatives 

5=SACCO's 

6=No credit sources 

7=Others(specify) 



5. 13. Do you think the SACCO is play ing a vital role in the credit provision? 

1. Yes 2. No 

5. 14. If you r opinion on the above question is ' No' , what is yo ur suggestion? 

Part Six: Questions related training aspccts of mcmbers 

7. 1. Have you received any train ing after becoming a member? 

1. Yes 2. No 

7.4. l r the answer for Qn ' 9.1 ' is 'yes ', what advantages do you get from the training? 

1. ___ ______ _ , 
J. ______________________ ___ 



ANNEX 2 

Intcrview Guidcs for Focus Group Discussions 

The following questions were used as a guide to the Focus Group Discussions 

I . How do you explain the saving and credit cooperative service in Kolla Tembien Woreda? 

2. Have yo u got loan at any time you want money? 

3. What is the socio-economic role of saving and credit cooperati ves in Kolla Tembien 

Woreda? 

4. What advantages do you get so far a fter becoming a member of the cooperatives? 

5. Do you believe that the rural poor are getting access to credit services? Are the 

rural poor benefic iaries of the saving and credit cooperative services? 

6. Explain the change you have experienced so far? 

-Have these changes in any way been due to the saving and credit cooperative program? 

7. Has your saving and credit cooperati ve experience made you more capable of handling 

economic affairs (Plann ing to save, decide how and where to invest money, etc) 

8. Do you participate in the major activities of the cooperatives and communities? If yes 

how? Ifno, why? 

9. Have you got any training after becoming a member? Advantages and types of the 

training? 

10. What are the majo r problems and constrai nts of saving and credit cooperatives? 

II. What should be done to so lve these problems and improve the benefits of cooperatives 

for the rural poor? 



ANNEX 3 

Interview Guides for Key Informants 

The following questions were used to guide the interview that was held with I{ey 

informants such as Management Committee of the Cooperatives, Woreda Cooperative 

Promoters and Tabia/Kebele Cooperative Managers. 

I. What are the main types of services deli vcred by the cooperati ves? 

2. How do you evaluate the efficiency of services provided by saving and credit cooperati ves 

in the study Tabias? 

3. What are the main objectives of saving and credit cooperatives? 

4. How looks like the well be ing of mcmbcrs of saving and credit cooperatives in terms of; 

- income, education, training, participation before and after j oining the cooperatives 

5. Do you believe that the rura l poor got access to credit services? 

6. How do you feel the change that appeared on members of cooperatives after they 

are joined the cooperatives? 

-changes in terms of soc io-economic conditions of members 

7. Did you think that the loan drawn so far by members is sufficient to run their 

project? 

8. What are the major problems and constraints of saving and credit cooperatives? 

9. What should be done to solve these problems? 



ANNEX 4 

Computation of Wilcoxon Signed Rank Test 

According to Daniel W. (undated: 670-671) and Van Matre (1996:616-621 ; cited in Belete, 

2007: 48; and Yikdem, 2008: 19), the computation of the Wilcoxon Signed Rank Test is: 

I. Finding the difference between each pair of observed va lues 

2. Ranking to the differences fro m the smallest to the largest without regard to 

their sign. If the difference became zero (i.e. in the case of tied pairs) , the 

observation was dropped and the sample size was reduced accordingly. 

3. Giving each rank a positive or negati ve sign according to the sign of the difference. 

4. Finally, compute the sum of the positive ranks symbolized by T+ or the sum of the 

negative ranks symboli zed by r. Therefore, the following table gives the appropriate 

test for various alternati ve hypotheses. 

Where: 

Alternative hypothesis 

HI:Ya < Yb 

HI:Ya > Yb 

HI: Ya '" Yb 

Test statis tic 

T 

Smaller of T+ or r 

Ya= After joining the sav ing and credit cooperatives program 

Yb=Before joining the saving and credit cooperatives program 

T+= Sum of the positive ranks 

r =Sum of the negati ve ranks 

" 

The null hypothesis is rejected if the test statistic is equal to or less than the critical va lue 

given in W-table (for n :'025). Ilowc ver, ror n>25, the distribution of both T+ and r can be 

considered normal with mean (~l'r) and standard deviation (l5T). 

The test stati stics with mean (~ll') = n (n+ 1)/4 

Standard deviation (or) = -V (n+ I) (2n+ I )/24. 

Therefore, Test statistics (Z) = (T - pr)l OT). Based on this assumption, a number of null 

hypothesis and alternative hypothes is was formulated and tested. 
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