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 Abstract
The study was conducted to analyse the moderating effect of common bond membership characteristics on the determinants of financial performance of Deposit Taking Savings and Credit Co-operatives in Kenya. The study was conducted on 122 DT-SACCO’S. Secondary data was extracted from Sacco Society’s Supervision reports (2013 - 2018) and audited financial statements filed with the regulator. Panel data analysis technique was employed by use of econometric view software version 10 to examine the moderating effect of membership bond characteristics on Liquidity levels, Capital adequacy and Asset quality on the Return on Assets. The results of this study indicate that Capital adequacy and liquidity levels significantly affects performance. Membership bond characteristics is significant and has a negative effect on the Return on assets with no significant moderating effect on Capital adequacy, liquidity levels and Asset quality. Based on the above findings Compliance to capital adequacy ratio especially institutional capital by DT-SACCOS should be embraced so as to improve return on member’s shares. The positive effect of the regulatory regime on this sector should be enhanced for better capitalization as a buffer for financial risk to build confidence and guarantee safety of member’s funds. Proper design of policies to encourage DT-SACCO’s in Kenya to form new structures that formalizes the sector to unrestricted member participation and prudent management of financial resources that maintains adequate liquidity levels will broaden outreach and ensure brand positioning for this sector to compete in the financial space.
Keywords: Membership Bond, Deposit Taking Sacco’s, Capital Adequacy, Liquidity Levels, Asset Quality and Return on Assets
1. 0 INTRODUCTION
Co-operative societies also referred to as Credit Unions in other Jurisdictions are traditionally formed or founded along specific bond lineages that serve to identify or distinguish persons who qualify and are eligible to become members thereof. Most SACCO’s in Kenya were formed by people who live, work or worship at a common place. Since it deals exclusively with its members, based upon a common bond, a credit union can claim to be the purest form of cooperative Croteau  (1963).The common bond restriction on membership is assumed to reduce the cost of gathering credit information, thereby minimising the exposure of individual credit unions to bad debt losses (Black and Dugger (1981) According to the Sacco regulatory authority, there have emerged several forms or types of cooperatives in Kenya, including marketing, production, housing, investments, transport, savings and credit (SACCOs) among others. Therefore, SACCO Societies as a type of cooperative societies emerged through practice rather than through the legal formation or environment
The expansion of the financial services in Kenya has led to the emergence of the Deposit-Taking Sacco Societies (DT-SACCOs), thereby giving rise to two clusters of SACCOs namely the Deposit-Taking segment (DT-SACCOs) and the non-deposit-taking segment (NDT-SACCOs). It is important to underscore that this is unlike other jurisdictions where there is no distinction between deposit-taking and a non-deposit taking SACCOs. For instance, all Credit Unions in USA, UK & Ireland, Brazil, and Latin America are by law authorized to take deposits from their members; and so, it is with the Cooperative Banks in South Africa, India, and continental Europe.
The main types of common bond are community, occupational and associational. As credit unions grows and expand their product offering the common bond can be a constraint on operational efficiency gains. Consequently, in mature movements, such as the USA, Canada and Australia, the common bond has undergone a loosening in its definition, which allows a more permissive interpretation of the activities and members. This study is aimed at investigating the effects of this membership bond on the determinants of performance namely; Capital adequacy, Liquidity levels and Asset quality on the Return on assets of DTS-SACCO’S in Kenya.
2.0 Literature Review
2.1 Financial Performance of Deposit Taking Sacco’s
There is mounting pressure from the market for SACCOs to reform. Competition and internal pressure from members demanding sophisticated products and services and delivered in time means SACCOs must be managed in a more professional manner in tandem with trends in the market (Hoffmann 2009). The performance of SACCOs depends on their operational efficiency, Nyanjwa (2006). Performance of SACCOs is greatly hampered by low capacity to operate and manage their activities. There is no standardized performance measure tool to evaluate the status of SACCO. Measurements using certain indicators such as profitability, assets, quality and rate of return can be found. High rate of these indicators are achievable if customer royalty is built. Today’s customers are busy people because of the existing competition hence they require timely services and less complicated processes and procedures in receiving funding. This makes it necessary to for the SACCOs to embrace the culture of measuring performance. 
Performance is a measure of how well firms use assets from its primary mode of business to generate revenues. It measures the financial health of an organisation. The common indicators of financial performance are; profits, return on investment, return on assets, value added and margins among others. Financial performance guides management on the strategies and policies to adopt to improve sustainability of the organization (Almazar, 2011). 
According to Herrmann (2008) when analysing a firm’s profitability, we are concerned with evaluating a firm’s earnings with respect to a given level of sales / assets / owners’ investment or share value. In doing so, the common profitability measures include: Common size income statements; Return on total assets (ROA); Return on equity (ROE); Earnings per share (EPS); Price/Earning (P/E) ratio.
Several of Kenya’s largest SACCOs have capital large enough to become banks. In, 2018 there were around 8,746 SACCOs with an estimated membership of 4.5 million. These SACCOs together reported nearly US$ 2.66 billion in share capital and deposits, and US$ 2.24 billion in loans outstanding. The total assets portfolio of DT-SACCOs grew to reach Kshs 495.27 Billion in 2018 from Kshs 442.27.29 Billion in 2017 reflecting 12.4% growth rate. In the previous year however, the total assets grew by 14.8% representing almost 2.4% drop in the growth rate (The SACCO Supervision Annual Report, 2018).The importance of this sector in financial intermediation, outreach and service to the largely informal sector cannot be ignored in the financial space.
2.2 Determinants of financial performance of deposit taking Sacco’s
2.2.1 Capital Adequacy 
Studies by Mackillop and Wilson (2011) stated specifically, that banks were expected to maintain a capital ratio of 10% on its risk-weighted assets. Basis of computation for core capital Weights were given under the relevant Basel accord while the SACCO capital ratios are given expressly in SACCO societies regulations as core capital to total Assets (CCA) of 10% and Core capital to total Deposits (CCD) of 8%.Cournett (2011) proposed that credit Unions in United States were allowed to set their own standards. Section 30 of the Kenyan Sacco Societies Act as read with Reg. 9 of the Regulations 2010 requires DT-SACCOs to maintain at all times the prescribed minimum core capital of not less than Kshs10 Million; in addition to the prescribed capital adequacy ratios of core capital to total assets, core capital to total deposits and institutional capital to total assets of 10%, 8% and 8% respectively. 
In the legal framework of the SACCO Societies, the core capital is composed of the members’ shares, reserves, retained earnings and donations. Institutional capital growth is the best indicator of profitability within a SACCO. Using the Capital adequacy, Asset quality, Earnings and Liquidity (CAEL) rating model adopted in 2012; the Sacco Societies regulatory a Authority monitors and reports on the stability, soundness, safety and general performance of DT-SACCO Society on a monthly and quarterly basis as per the mandate (Sacco Supervision Report, 2017). One of the indisputable signs of success of a robust SACCO is a sustained growth of institutional capital, usually greater than the growth of total assets. One of the key supervisory visions for SASRA over the years has been the building of financially stable deposit-taking SACCO Societies, resilient enough and with adequate capitalization capable of withstanding external shocks in times of crisis. The result of this vision has seen a sustained growth in the aggregate core capital and capital adequacy ratios. The aggregate analysis of deposit taking Societies shows an increase in the aggregate core capital from Kshs 54.9 Billion in 2016 to Kshs 64.2 Billion in 2017
2.2.2 Asset quality 
Asset quality measures overall quality of assets. It identifies the impact of non-earning assets on credit union income. The primary performance indicators used in this assessment are the total delinquency to total loan portfolio ratio and the non-earning assets to total assets ratio. The benchmark is for both of these ratios to be less than 5%. Therefore, credit unions should limit non-earning assets to a maximum of 5% of their total assets and invest 95% of its funds into those assets that earn a return greater than the combined cost of funds and operating costs.

The total assets portfolio of amounting to Kshs 442.27 Billion within the DT-SACCO sector in Kenya during the year 2017 was principally composed of loans which amounted to Kshs 320.49 Billion representing 72.46% of the total assets portfolio. The World Council of Credit Unions, Inc. promotes the principle that the allowance for loan losses is the first line of defence against non-performing loans. The PEARLS system evaluates the adequacy of protection afforded to the credit union by comparing the allowance for loan losses to loan delinquency.

 According to the PEARLS financial soundness framework, the P which stands for protection evaluates the extent to which credit unions can provide a safe environment to protect their members’ funds. The main performance indicators used in this assessment are the allowance for loan losses, net allowance for loan losses, complete loan charge and solvency ratios. Richardson (2009).

2.2.3 Liquidity level
Liquidity examines the ability of the institution to meet its present and anticipated cash flow needs, including funding loan demand, share withdrawals and liabilities and expenses. The World Credit Union Council found that credit unions should maintain a minimum ratio of 15% of withdrawable savings in easily accessible instruments and accounts. The main prudential ratio assessed is the liquid assets minus the short-term payables to total deposits ratio, which should maintain at a minimum of 15%. The liquidity reserves to total savings deposits are also used and the minimum prudential norm is 10%. The provisions of Section 30 of the Sacco Societies Act as read with Regulation 13(2) of the Regulations 2010 require SACCOs to maintain a minimum of fifteen (15%) percent of its savings deposits and short-term liabilities in liquid assets. Working capital management is considered to be a very important element when analysing organization’s performance while conducting day to day operations, by which balance can be maintained between liquidity and profitability. Maintaining liquidity on daily basis is very essential for smooth operations.  This ensures that an organization runs smoothly and meets its obligations as and when they fall due. Maintaining this position is a crucial part required in managing working capital. (Filbeck.2005)

An organization’s financial performance can be affected by the liquidity management practices. This requires the establishment of the relationship between liquidity and organization performance considering Return on assets (R.O.A) and Return on Equity (R.O.E). This shall help the financial Manager to set a trade-off between their liquidity and their financial performance. Good working capital management reveals higher returns of current assets than the current liabilities to maintain a steady liquidity position of a company (Philip Kotler, 2008), Otherwise working capital is a requirement of funds to meet the day to day working expenses. So, a proper way of liquidity management is highly essential to ensure a dynamic stability of the financial position of an organization. Liquidity is considered as part of a company’s operating capital, referring to current asset such as cash in hand cash at bank. To measure the efficiency of a company’s working capital, people often use net working capital which is defined as the difference between current assets and current liabilities. If current assets are higher than current liabilities, an organization has working capital efficiency, explaining the company’s ability to continue its operations and to have sufficient funds to satisfy both the needs of the members and upcoming operational expenses. On the other hand, an organization may experience inefficiency on its working capital when current liabilities are more than current assets.
2.2.4 Common membership bond
The bond association or common bond is the social connection among members of a credit financial institutions. Common bonds substitute for collateral in the early stages of the financial system development. Common bond is sometimes referred to as a chain of trust amongst the members. In Kenya the co-operative act was amended in 1997 (the Act was revised in 1997 and went into effect on June 1st 1998) allowed other types of common bond in additional to the original bond. It allowed existing Rural SACCOs based upon agriculture to open their common bonds and attract a more diverse clientele. Some of the “Urban” SACCOs such as teachers SACCOs operating in rural areas were also able to open their common bond. In rural areas this led to the development of community-based SACCOs including church-based SACCOs. In urban and rural areas, SACCOs were started in non-farm sectors such as artisans (Jua Kalis), textile, and transportation. Comparative distribution of industry performance of the DT-SACCOs which have opened their bonds and those which still maintain the original bonds shows that majority of DT-SACCOs have since opened up their bonds to members of the public, such that their membership is no longer restricted to the originally defined lineage. Mackillop and Wilson (2011) highlight some attributes of a transition Credit Union as large Asset size, shifts in regulatory frame work, adjustment to the common bond, shifts towards greater product diversification, emphasis on growth and efficiency and weakening reliance on voluntarism.

Cole et al (2015) argue that firms may change their names to signal change in focus, adjustment to strategy, broadening product offering and geographic focus. There is a great relationship between loosening of the membership bond and name change for instance according to Brus (2007) Oklahoma Farmers Union Mutual Insurance Company changes its name to American Farmers and Ranchers Mutual Insurance Company to reflect a broader geographical focus. In case DTS-SACCO’S in the Kenyan context Metropolitan Teachers SACCO rebranded from Kiambu Teachers SACCO to enable expand branch network and attract national appeal.
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3.0 Methodology
This study adopted Causal-Comparative research design. This methodology is adopted because it makes it possible to compare two groups and attempt to explain causes for existing conditions. This methodology enabled collection of data over a long period of time across 122 deposit taking SACCO’s in Kenya out of a total population of 176 SACCO’S. Cooper and Schindler (2003) define population as the total collection of elements about which the researcher wishes to make inferences. The population is made up of 176 DT-SACCO’s in Kenya supervised by the regulator. The focus on this population is because they offer bank like services although they form 10.8% of the total number of SACCO’s in Kenya but they control more than 80% of both membership and assets in this sector (Sacco Supervision Report, 2016. Saunders, et al. (2003) define stratified random sampling as a technique used whereby the population into two or more strata based on some relevant attributes. 
A stratum is a subset of the population that shares at least one common characteristic. Babbie (2001) argues that; stratified sampling as a sampling method produces a higher degree of representation. Stratified random sampling technique was used to select the sample size. According to Sekaran(2003), stratified random sampling is the most efficient among all probability design because all groups are adequately sampled and represented. The period under study is between (2013- 2018) is considered because from 2010 onwards all deposit taking SACCO’s were required by law to file their reports with SASRA. Information from audited financial statements of the 122 DTS was utilized in this study. This method is consistence with Joseph, (2015) and Mathuva et al, (2015) who studied the effect of corporate governance on the performance of DTS and the impact of name change on the financial performance of SACCO’s respectively.
The sample size is a list that includes every member of the population. A sample size must be carefully selected to be representative of the population so as to eliminate biasness that may arise. Currently there exists 176 DTS in Kenya. The sample size was determined using Yamane (1967) sample determination formula as follows.

Table 0.1 details the sample DT-SACCOs for this study. 
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Table 0.1: DT-SACCOs Sample Size Matrix

	SACCO 

Institutions
	Target population
	Sample size

	Closed Membership
	121
	84

	Open Membership
	55
	38

	TOTAL
	176
	122


The study collected secondary data involved in the previous works from related articles including published Financial Reports from the SACCOs and data related to those SACCOs available with the Sacco Societies Regulatory Authority (SASRA) annual reports on their performance over a 6 year period (2013 – 2018).
The study employed quantitative analysis using inferential statistics through regression analysis to analyse the data. The study purely relied on panel data collected from the SACCOs over the period (2013 -2018). The data was organized and summarized in graphs and tables to reveal the correlations and trends of the variables change over time. To capture the relationship between the variables and to avoid heteroscedasticity of the disturbance terms of General Least Squares methodology with fixed effects (FE) was used in order to deal with the different types of economic issues and ensure strong results. This method has been used by Kajola (2008) and Wandabwa (2016). The data was tested for stationarity and the null hypothesis of this test assumes that there is unit root ( not stationary) but from the results the p values were significant at 0.000 hence we reject the null hypothesis and conclude that indeed Liquidity level, Asset quality, and Capital Adequacy has no unit roots and therefore stationary. To test for the suitability of the fixed effects the hausman test was used where the null hypothesis that the random effect is appropriate was rejected with 99% level of confidence hence the study adopted the results of the fixed effect model for this study.
4.0 Results and discussions 
4.1.1 Descriptive statistics 
From table 4.1 below results it can be clearly seen that the average ROA for the DT-SACCO’s is 0.24 with a median of 0.02495. The maximum return to assets is a ratio of 78.78 
while the lowest is -0.2024. The average capital adequacy in the DT-SACCO space is 0.68 with a median of 0.09 and the maximum being 208.95. Capital adequacy has remained on the regulators list of achievements and is the single most determinant of performance in this Study. Levels of liquid remains at an average of 17% lightly above the minimum of 15% in the industry and the asset quality mean is 0.19 giving it a 19% of Non -performing loans higher than the target of 5% provided by the regulator
Table 4.1 Descriptive statistics of Independent and dependent variables
	
	RETURN ON

ASSETS 
	CAPITAL ADEQUACY
	LIQUIDITY LEVELS 
	ASSET QUALITY
 

	 Mean
	 0.240037
	 0.680824
	 0.170902
	 0.193738

	 Median
	 0.024950
	 0.090000
	 0.120000
	 0.083200

	 Maximum
	 78.78000
	 208.9570
	 1.030000
	 19.35650

	 Minimum
	-0.202400
	-0.382600
	-0.400000
	 0.000000

	 Std. Dev.
	 3.785289
	 10.20887
	 0.204896
	 0.817035

	 Observations
	732 
	732 
	732 
	732


4.1.2 Test for stationarity
The null hypothesis of this test assumes that there is unit root ( not stationary) but from the below results portray that the p values are significant at 0.000 hence we reject the null hypothesis and conclude that indeed Liquidity level, Asset quality, and Capital Adequacy has no unit roots and therefore stationary
Table 4.2 Unit root test results
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Method Statistic Prob.** sections Obs

Levin, Lin & Chu 

t*

-70.3887  0.0000  366  1464

Im, Pesaran and 

Shin W-stat 

-15.6942  0.0000  366  1464

ADF - Fisher Chi-

square

 1135.00  0.0000  366  1464

PP - Fisher Chi-

square

 1325.81  0.0000  366  1464

Null: Unit root (assumes common unit root process) 

Null: Unit root (assumes individual unit root process) 


4.1.3 Hausman test
To test for suitability of the fixed effects the Hausman test was used. The null hypothesis of this test is that the random effects model is appropriate. While the alternative hypothesis is that the fixed effect is inappropriate. With the results shown below we reject the null hypothesis because the probability is significant at 0.0063 and the study adopts use of the fixed effects model for result analysis.
Table 4.3 Hausman test results
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Statistic

Chi-Sq. d.f. Prob. 

12.331564 3 0.0063

Variable Fixed   Random  Var(Diff.)  Prob. 

AQU? -0.002508 -0.001423 0.000009 0.7136

CAA? 0.371903 0.370641 0 0.0005

LQL? 0.000837 0.005656 0.000162 0.7054

Cross-section random effects test comparisons:

Test cross-section random effects

Test Summary

Cross-section random

** WARNING: estimated cross-section random effects 

variance is zero.


4.2.1 Multiple regression results discussion
We report the results of multiple regression taking Return on assets as the dependent variable and Asset quality, Liquidity levels, and Capital adequacy as independent variables. Membership bond as a moderating variable was include in the model as a numeric dummy variable. The output effect of the determinants of financial performance on the dependent variable was presented at three levels for comparison purposes and to enhance robustness of our findings. From table 0.2 below model 1 has an R2 of 0.26057 meaning that the independent variable combined can only explain 26% of the changes in performance while 74% is from outside the model .Asset quality and liquidity levels are not significant while membership bond and Capital adequacy is significant at 1% and that one unit change in Capital adequacy results to a 17% improvement in performance. While membership bond results to 0.7% improvement in performance
 Model 2 presents results with with fixed effect component. Fixed effects explore the relationship between variables within the model. It is assumed that time invariant characteristics may have an impact on the variables hence need to control this. Fixed effects takes out the effect of those time invariant characteristics from the independent variables so one can access the net effect of the independent variable. The model has an R2 of 0.5035 and Adjusted R2 of 0.401164 giving it a best fit with over 50% of variations being explained within the model. Liquidity levels is significant with 99% confidence levels but has a negative co-efficient meaning that one unit increase in adherence to liquidity requirements results to 0.6% decrease in performance this results are similar to the moderated regression equation model 3. Liquidity levels remain significant upon moderation with a p-value of 0.000 but negatively affects performance. In this study, liquidity of a SACCO is a quotient of liquid asset and the sum of total deposits and long-term liabilities. Liquid assets are assets which can be readily converted into cash due to the nature of asset or the condition of the market that supports easy convertibility. Findings are similar to Miller & Orr (1966) who stated that certain desired level of cash is essential for running business and businesses must avoid a cash balance which cannot meet customers’ needs. The balance also must not be too high to avoid keeping idle cash that would generate further income through lending or investments instead of remaining in the cash tills. Thus a maximum cash holding should be set to avoid tying funds needed for lending or other investment purposes in idle capacity. 

 Holding liquid assets lowers ROA because the liquidity premium priced in excess cash holdings has a negative impact to performance (Cole et al., 2015).Consistent with Kusa (2012) liquidity management is more related with fulfilling depositors obligation than for investment. 
Capital adequacy is significant with 99% level of confidence and one unit change results to 16% improvement and 14.4% upon moderation. The importance of capital adequacy is highlighted in Section 30 of the Kenyan Sacco Societies Act as read with Reg. 9 of the Regulations 2010 requires DT-SACCOs to maintain at all times the prescribed minimum core capital of not less than Kshs 10 Million; in addition to the prescribed capital adequacy ratios of core capital to total assets, core capital to total deposits and institutional capital to total assets of 10%, 8% and 8% respectively. Barrios and Blanco (2002) justified the presence of core capital regulation on avoidance of bankruptcies and the negative externalities on the financial system. Negative externalities emanates from the likely panic withdrawals from other solvent but illiquid banks due the collapse of a known financial institution, Bergie et al (1995). The results also show that Asset quality is not a significant determinant of performance however it is important to note the negative co-efficient (-0.000182). The negative sign supports the fact that a decrease in the quality of asset due to high Non-performing loans, performance will decrease performance substantially.
The moderated regression model has an R2 of 0.472866 down from 0.503564. The presence of membership bond reduces the ability of the explanatory variable to explain performance by 3%. From the results below on table 0.2 the impact Capital adequacy on performance reduces from 16% to 14% upon moderation. Liquidity and Asset quality decreases in magnitude from -0.006676 and -0.00182 to -0.007896 and 0.00229 respectively. Liquidity examines the ability of the institution to meet its present and anticipated cash flow needs, including funding loan demand, share withdrawals and liabilities and expenses. From model 2 below the presence of membership bond is significant at 1% with a negative co-efficient of (-0.0132790) this means that presence membership characteristics leads to a decline in performance by 1.3%. Model 3 in table 0.2 below presents the impact on performance by moderated regression of the financial determinants. This explains the negative effect of maintaining common bond characteristics for DT-SACCO’s.
Table 0.2 multiple regression results
	
	Model 1
	Model 2
	Model 3

	VARIABLE
	NONE EFFECTS

Return on Assets
	FIXED EFFECTS

Return on Assets
	  MODERATED 

Return on Assets



	Constant


	
	0.121793

(21.4494)*
	0.122478

(13.68831)*

	Capital Adequacy 


	0.172643

(15.04863)*


	0.160739

( 12.4465)*
	0.144289

( 9.207115)*

	Asset  Quality


	0.001160

(3.986529)NS
	-0.000182

( 0.269119)NS
	-0.000229

( -0.304592)NS

	Liquidity levels


	-0.002674

 (-1.364554)NS
	-0.006676

( -6.32814)*


	-0.007896

( -1134252)*

	Bond


	0.007095

( 5.99050)*
	-0.013279

(-1.995821)**
	-

	R2


	0.260567
	0.503564
	0.472866

	Adjusted R2


	0.257520
	0.401164
	0.362182

	Change in R
	
	
	-0.030698



	Change in Adjusted R2
	
	
	-0.038982


Method GLS (Cross –section Weights)

Note: The figures in parenthesis are t-statistics

*     Statistically significant at the 1% level

**    Statistically significant at the 5% level

*** Statistically significant at the 10% level

NS   Not Statistically significant
5.0 Conclusion 
The main objective of this research was to study determinants of performance of Deposit Taking SACCO’s in Kenya moderated by common bond characteristics. The independent variables were three namely; Asset quality, Liquidity levels and Capital adequacy. The dependent variable was proxied by Return on Assets. Common membership characteristics was represented by numerical dummy variable. The process involved testing null hypotheses developed from relevant theories and empirical studies from relevant publications. This study was carried out on 122 DT-SACCO’s over a six year period (2013 – 2018) and involved 732 observations. The sample was arrived at by Yamane (1967) determination formula and subjects were selected by stratified random sampling. The inclusion criteria involved 69% and 31% of closed and open bond DT-SACCO’s in Kenya respectively. 

Data was analyzed by both inferential and descriptive statistics and casual comparative study design was adopted. From the summary of findings on table 0.2 above indicate positive coefficients between performance and capital adequacy. A unit increase in capital adequacy results in 16.3% increase in the performance of DT-SACCO’s in Kenya. The results also show a very significant effect of maintaining appropriate Capital adequacy levels for any DT-SACCO to boost financial performance. This emphasizes the importance of regulation and the need for SACCO’s in Kenya to boost their capital reserves to caution against market shocks. The Asset quality was not significant in this study but maintaining liquidity levels was a significant determinant of performance. Generally SACCO’s tend to maintain relatively higher liquidity levels possibly to meet the demand for loans by the SACCO members. SACCO’s with diversified membership which form majority of open bond SACCO’s are likely to attract more deposits compared to closed bond SACCO’s. 
DT-SACCOs, it was found that the most significant determinant of performance was capital adequacy followed by liquidity and finally asset quality. This points to the positive effect of regulation of this sector and good corporate governance to attainment of   DT-SACCO’s goals and objectives.
5.1 Recommendation
Results also suggest that it is important for DT-SACCO’s to reconsider their initial membership bonds for them to grow. Performance shall be higher if DT-SACCO’s consider admitting diverse clientele and loosening the common membership bond. The relevant authorities should develop frameworks that best define Liquidity levels and regulation to enforce compliance to capital adequacy rations to guide DT-SACCO’s. Some SACCO’s have no sufficient liquidity yet some tend to hold excessive cash. The regulator should consider setting up a central liquidity fund to aid such SACCO’s.
This Research was conducted on DT-SACCO’s in the developing Country context further studies need to be carried out in developed Countries to avoid generality of findings and should involve Non- deposit taking SACCO’s as a control group.
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