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ABSTRACT

This study explored the impact of financial literacy on expenditure, savings, and investment behaviors among
deposit-taking SACCO members in Western Kenya. SACCOs play a vital role in promoting financial inclusion
and economic empowerment, yet many members face challenges in managing their personal finances
effectively. Issues such as poor saving habits, unstructured expenditure, lack of investment strategies, and
over-reliance on credit hinder financial stability and long-term wealth accumulation. Using a qualitative
research approach, this study examined how financial literacy influences financial decision-making among
SACCO members. The study was guided by the Behavioral Life-Cycle Hypothesis, which explains how
psychological factors—such as self-control, mental accounting, and framing effects—shape financial
behavior. A sample size of 397 SACCO members was selected from a target population of 50,000 deposit-
taking SACCO members in Western Kenya, using Yamane’s formula to ensure statistical significance. Key
findings indicated that financial literacy significantly affects financial behaviors. SACCO members with higher
financial literacy: Save more consistently, benefiting from structured SACCO savings plans, Manage expenses
efficiently, reducing financial wastage and prioritizing essential spending, Diversify income sources, engaging
in multiple income-generating activities to enhance financial security, Make informed investment decisions,
ensuring long-term wealth creation and financial resilience. The study recommended that SACCOs:
Strengthen financial literacy programs to empower members with better financial decision-making skills,
Encourage structured savings plans and offer incentives for consistent saving, Promote responsible spending
habits through budgeting and expense management training, Facilitate income diversification strategies by
providing business and entrepreneurship training and Offer investment advisory services to guide members
toward sustainable investment opportunities.

Key Words: SACCOs, Savings and expenditure, Income Diversification, Financial Literacy

CITATION: Wamukota, M. & Luutsa, F. E. (2025) Impact of financial literacy on expenditure, savings, and
investments among deposit-taking sacco members in western Kenya. The Strategic Journal of Business &
Change Management, 12 (1), 330 — 342. http://dx.doi.org/10.61426/sjbcm.v12i1.3190

The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970 (Print). ww.strategicjournals.com




INTRODUCTION

SACCOs are built on the principles of collective
savings and financial empowerment. The financial
well-being of SACCO members directly influences
the strength and sustainability of the SACCO itself.
SACCOs operate on the philosophy of cooperative
financial growth, where members contribute
savings, access credit, and invest in financial

products offered by the SACCO (ICA, 2020).

The strength of any SACCO is determined by two key
factors: the number of members and the cumulative
savings they contribute. A financially stable SACCO
can offer better loan products, higher dividends,
and enhanced financial services to its members.
However, the financial literacy and discipline of
SACCO members play a
determining their financial well-being and, by
extension, the stability of the SACCO (Atkinson &
Messy, 2019).
related to personal finance management, including

significant role in

Many members face challenges

poor saving habits, unstructured expenditure, lack
of investment strategies, and minimal preparation
for retirement.

A common misconception is that wealth is a
function of income, but in reality, it is determined
by expenditure and lifestyle choices. Even high
earners can struggle financially if they fail to control
their spending (Lusardi & Mitchell, 2020). SACCO
members who understand this principle can take
steps their
resources, cut unnecessary expenses, and focus on

deliberate to optimize financial
wealth accumulation through disciplined savings

and investment.

and Credit
(SACCOs) play a significant role in personal finance

Savings Cooperative Organizations
management, offering members access to savings,
credit, and investment opportunities. Across the
world, SACCOs contribute to financial inclusion by
affordable financial

providing individuals with

services that help them manage their personal

finances effectively. In developed economies,
SACCOs—often referred to as credit unions—
operate within highly structured regulatory

frameworks, ensuring the security of members’

savings and fostering a culture of responsible
financial planning (International Cooperative
Alliance [ICA], 2020). Countries such as the United
States, Canada, and Germany have well-established
cooperative banking models that support long-term
financial stability, allowing members to accumulate
savings, access credit responsibly, and plan for
future financial goals (World Bank, 2021).

In many parts of the world, financial literacy is
recognized as a key factor in effective personal
Studies indicate that
individuals who understand financial principles are

finance management.
more likely to save consistently and make informed
investment decisions (Lusardi & Mitchell, 2020).
However, financial illiteracy remains a challenge
developed
consumer debt and poor budgeting habits persist. In

even in economies, where high
response, governments and financial institutions
have emphasized the need for financial education
programs to enhance the capacity of individuals to
manage their personal finances effectively (OECD,

2022).

Across Africa, SACCOs serve as a crucial financial
lifeline for millions of people, particularly in rural
and underserved communities where traditional
banking services are limited. They provide a secure
platform for members to save, access credit at
affordable rates, and invest in income-generating
activities. In countries such as Ghana, Rwanda, and
Kenya, SACCOs have contributed significantly to
financial empowerment by enabling members to
build assets, improve their livelihoods, and plan for
long-term financial security (Atkinson & Messy,
2019).
irregular incomes, economic instability, and high

However, financial challenges such as
inflation rates often make it difficult for members to
maintain consistent savings and manage their

expenses efficiently (World Bank, 2021).

A major barrier to effective personal finance
management among SACCO members in Africa is
the lack of financial literacy. Many members join
SACCOs with the primary objective of accessing
credit without fully understanding the importance
of structured savings and investment planning
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(Lusardi & Tufano, 2019). This often leads to a cycle
of borrowing and debt accumulation, preventing
members from achieving financial independence. In
some cases, members face financial distress due to
over-reliance on loans, inadequate budgeting, and
failure to diversify income sources (OECD, 2022).
Addressing these challenges requires deliberate
efforts to educate SACCO members on effective
personal finance management strategies, including
budgeting, expense control, debt management, and
long-term investment planning (Atkinson & Messy,
2019).

In the East African SACCOs
increasingly vital role in shaping personal financial

region, play an
habits. Kenya has one of the most developed SACCO
movements, with thousands of SACCOs managing
substantial financial resources for their members.
Ugandan and Tanzanian SACCOs are also growing,
though governance and regulatory challenges still
need to be addressed (ICA, 2020). Across the region,
personal finance management for SACCO members
is often influenced by economic pressures,
fluctuating incomes, and the tendency to prioritize
immediate financial needs over long-term financial
security (World Bank, 2021).

struggle with balancing expenses and savings, often

Many members

resorting to borrowing to meet short-term financial
demands. Encouraging responsible borrowing and
promoting a savings culture are essential for

enhancing financial well-being within SACCO
communities (Lusardi & Mitchell, 2020).
Kenya stands out as a leader in SACCO

development, with strong regulatory oversight and
a growing emphasis on financial education for
SACCO members. Many Kenyan SACCOs have
adopted innovative financial strategies, such as
mobile banking and digital savings platforms, to
improve accessibility and convenience for members
(Atkinson & Messy, 2019).
advancements, literacy

Despite these

financial remains a
significant challenge, as many members lack the
knowledge and skills necessary to make informed
Without

planning, members risk mismanaging their earnings,

financial decisions. proper financial

accumulating unmanageable debt, and missing
opportunities for wealth creation (OECD, 2022).
Strengthening financial literacy programs within
SACCOs can help members develop effective
budgeting habits, increase their savings, and make
sound investment choices that enhance their long-
term financial security (Lusardi & Tufano, 2019).

The ability of SACCO members to manage their
personal finances effectively depends on several
factors, including their understanding of financial
principles, access to reliable financial products, and
commitment to disciplined saving and spending
habits. Successful SACCO models integrate financial
education into their operations, ensuring that
members not only have access to financial services
but also possess the knowledge to utilize these
services wisely (ICA, 2020). Encouraging members
to adopt structured savings plans, explore multiple
income streams, and make strategic investment
decisions is essential in promoting financial
& Mitchell, 2020). By

prioritizing personal finance management, SACCO

independence (Lusardi
members can maximize the benefits of cooperative
financial systems and build sustainable financial
futures.

This study seeks to explore how SACCO members
can adopt effective personal finance management
strategies to improve their financial literacy. By
understanding the link between individual financial
well-being and SACCO sustainability, members can
make informed financial decisions that benefit both
themselves and their cooperative institution (World
Bank, 2021).

Problem Statement

The ideal financial principle states that “money only
understands one language: save me today, and | will
save you tomorrow.” This emphasizes the
importance of financial discipline, where consistent
savings, controlled expenditure, and strategic
financial planning secure future financial stability. In
well-functioning financial systems, SACCO members
would prioritize managing their income wisely
rather than focusing solely on increasing earnings.

Globally, structured financial education programs in
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developed economies enable individuals to manage
their earnings, reduce unnecessary spending, and
invest wisely, ensuring long-term financial security
(ICA, 2020).

In reality, many SACCO members believe that
wealth is purely a function of income, leading them
to prioritize earning more rather than managing
their expenditure effectively (Lusardi & Tufano,
2019). This misconception results in poor financial
decisions, excessive borrowing, and a lack of
structured savings. Even in developed economies,
high-income individuals sometimes face financial
distress due to poor expenditure control and lack of
long-term planning (World Bank, 2021). In Africa,
many SACCO members prioritize access to credit
over financial planning, leading to cycles of debt
and financial instability. In Kenya, despite digital
innovations enhancing financial accessibility, many
members remain trapped in consumption-driven
habits rather than adopting disciplined savings and
investment strategies (OECD, 2022).

This study aims to bridge the gap between income
perception and financial well-being by emphasizing
the importance of expenditure control, lifestyle
adjustments, and strategic financial planning. The
challenge lies in shifting SACCO members from a
short-term, income-focused mindset to a structured
wealth-building approach. Without proper financial
discipline, even high earners can face financial
distress. By integrating financial education initiatives
and improving SACCO policies, members can
develop sustainable financial habits, ensuring long-
term financial security and independence (Lusardi &
Mitchell, 2020).

Research Objectives
= To examine effective ways SACCO members can
maximize their savings.

» To identify strategies for managing expenses
and reducing financial wastage.

* To explore investment opportunities for SACCO
members.

LITERATURE REVIEW
Savings and Credit Cooperative Organizations
(SACCOs) play a crucial role in financial inclusion
and economic empowerment. According to the
Cooperative Alliance (ICA, 2020),

provide a

International
SACCOs
members to pool

structured mechanism for
resources, access affordable
credit, and invest in financial products tailored to
their needs. Unlike traditional financial institutions,
SACCOs
ensuring that profits are reinvested to benefit

operate under cooperative principles,

members through better loan terms, higher
dividends, and improved financial services. Beyond
savings and credit provision, SACCOs foster financial
discipline by encouraging regular savings, promoting
financial education, and offering investment
opportunities. They also act as a safety net for
members by providing emergency loans, insurance
products, and retirement savings options. In many
developing economies, SACCOs bridge the gap in
financial access, particularly for low- and middle-
income earners who may not qualify for
conventional banking services. The cooperative
model promotes inclusive financial growth,
enhancing social and economic stability among

members.

Personal finance management is critical for SACCO
members, as it directly influences their ability to
save, invest, and achieve long-term financial
stability. According to the World Bank (2021),
effective personal finance management involves
budgeting, expenditure control, debt management,
and strategic investment. SACCO members who
adopt sound financial habits are more likely to
accumulate wealth, reduce financial stress, and
unforeseen economic

prepare adequately for

shocks. One key aspect of personal finance
management is distinguishing between income and
wealth. Many SACCO members mistakenly believe
that earning a high income guarantees financial
security, yet financial well-being is more dependent
on expenditure patterns and saving habits. Proper
financial planning ensures that individuals allocate

funds wisely, setting aside a portion for savings and
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investments before indulging in discretionary
spending. The World Bank highlights that financial
SACCOs

members to make informed financial decisions,

literacy programs within empower
helping them maximize their contributions and
benefit
Additionally, personal finance management allows
SACCO members to take full advantage of the

financial services offered by their cooperatives. By

from available financial products.

understanding interest rates, loan repayment
structures, and dividend policies, members can
optimize their borrowing and investment strategies
to achieve financial growth. The emphasis on
financial education and planning is vital in ensuring
that SACCO members do not fall into excessive debt
or misuse their savings, ultimately leading to

financial distress.

Despite the financial opportunities offered by
SACCOs, members often face significant challenges
in saving and investing. Atkinson and Messy (2019)
identify hinder SACCO
members from achieving financial growth, including

several barriers that
low financial literacy, poor spending habits, unstable
income sources, limited investment opportunities,
and high debt levels. Many SACCO members lack
the necessary financial knowledge to make
informed saving and investment decisions. Without
proper financial education, members may struggle
to differentiate between safe investments and high-
risk financial products, leading to poor financial
choices. Lifestyle inflation and unnecessary
limit the amount SACCO

members can save, as many individuals prioritize

expenditures often
immediate consumption over long-term financial
security, resulting in insufficient savings and an
inability to invest meaningfully. Irregular income
streams, particularly for informal sector workers,
make it difficult for members to commit to
consistent savings plans. Economic fluctuations, job
losses, and unforeseen expenses further strain
members’ ability to maintain financial stability.
Some SACCOs have a restricted range of investment
products, limiting members' options for growing
their wealth. Additionally, a lack of exposure to

diversified investment instruments such as stocks,
hinder

accumulation. Many SACCO members take loans

bonds, and real estate can wealth
without proper repayment plans, leading to over-
indebtedness. When members struggle to repay
loans, they risk losing their savings and reducing
their overall financial security. To address these
Atkinson

targeted financial

recommend

policy
interventions to encourage structured savings, and

challenges, and Messy

education programs,
diversified investment options tailored to SACCO
members' needs.

Several studies highlight best practices that enable
SACCO members their
resources and achieve economic security. Lusardi
and Mitchell (2020) identify key financial strategies
that have proven successful in SACCO-based saving

to optimize financial

models. Automated savings plans help SACCO
members accumulate wealth more effectively by
ensuring financial discipline and preventing
impulsive spending. Expense tracking and budgeting
enable members to control their financial resources,
as structured budgeting helps identify areas where
unnecessary spending can be reduced in favor of
increased savings and investments. Investing in
SACCO dividend plans allows members to earn
dividends from their shares, and reinvesting these
earnings enhances long-term financial growth.

Diversified income streams provide financial
stability even during economic downturns, and
SACCO members who complement their primary
income with side businesses or passive income
sources are more financially resilient. Financial
literacy programs implemented within SACCOs lead
to higher member retention and financial stability.
Educating members on savings strategies,
investment opportunities, and risk management
empowers them to make sound financial decisions.
Long-term investment planning, such as real estate
or retirement savings, secures financial futures, as
early investment in long-term financial products
ensures stability and wealth accumulation over

time.
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The literature reviewed underscores the vital role
that SACCOs play in promoting financial inclusion
While SACCOs
provide a platform for savings and credit access, the

and stability among members.

personal financial behaviors of members
significantly impact their financial well-being.
Challenges such as poor financial literacy,

uncontrolled spending, and lack of investment
awareness hinder members from maximizing their
financial potential.

However, by implementing

structured savings plans, adopting investment
strategies, and participating in financial education
programs, SACCO members can enhance their
financial security and contribute to the overall
growth of their cooperative institutions. Integrating
these insights into SACCO financial management
programs can improve financial literacy, strengthen
the savings culture, and create sustainable wealth-
building strategies that benefit both individuals and

the cooperative movement as a whole.
Theoretical Framework

The Behavioral Life-Cycle Hypothesis
This study is grounded in the Behavioral Life-Cycle
Hypothesis (BLCH), a theory developed by Shefrin
and Thaler (1988) to explain how individuals make
financial decisions regarding savings, expenditure,
and investments. Unlike the traditional Life-Cycle
Hypothesis (LCH), which assumes that people are
rational decision-makers who plan their finances
lifetime, the Behavioral

over their Life-Cycle

Hypothesis  incorporates  psychological and
behavioral biases that influence financial choices.
This theory is particularly relevant to SACCO
members in Western Kenya, as it highlights the role
of financial

literacy in overcoming behavioral

obstacles to effective money management.

The Behavioral Life-Cycle Hypothesis suggests that
individuals do not always make financial decisions
based on objective analysis; instead, they are
influenced by factors such as self-control, mental
accounting, and framing effects. One of the key
challenges in personal financial management is self-
control, where individuals struggle to save because
of a tendency to prioritize short-term consumption

over long-term financial security. Many SACCO
members may recognize the importance of savings
but fail to set aside funds consistently due to
present bias, which makes immediate spending
more appealing than future benefits. Enhancing
financial literacy within SACCOs can help members
adopt structured savings plans and develop self-
discipline in their financial habits.

Another important concept in the Behavioral Life-
Cycle Hypothesis is mental accounting, which refers
to how people categorize and allocate their money
into different "accounts"
perceptions
example, SACCO members may distinguish between
their
investment capital, even though all money is
Without

members may misallocate resources—

based on subjective

rather than economic logic. For

regular income, emergency funds, and

ultimately fungible. proper financial
literacy,
spending excessively on non-essential consumption
while  neglecting savings and investment
opportunities. By educating SACCO members on
proper financial planning and budgeting, they can
learn how to manage their expenditure effectively

and prioritize wealth accumulation.

Furthermore, the theory highlights how framing

effects and risk perception shape investment
decisions. Many SACCO members may either avoid
investing due to fear of loss or engage in risky
financial behavior based on misinformation. Those
with low financial literacy may perceive investing as
complex and uncertain, leading them to miss out on
wealth-building opportunities. Alternatively, some
members may invest impulsively in high-risk
ventures without fully understanding the potential
consequences. By integrating financial education
into SACCO operations, members can develop
informed investment strategies, diversify their
income sources, and make decisions that align with

their long-term financial goals.

The Behavioral Life-Cycle Hypothesis provides a
strong foundation for understanding the financial
behaviors of SACCO members, particularly in
relation to savings, expenditure management, and

investment choices. By addressing behavioral biases
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through targeted financial literacy programs,
SACCOs can empower their members to make
better financial decisions, build long-term wealth,
and enhance their overall economic well-being. This
theoretical framework underscores the need for
structured financial education and advisory services
to help SACCO members

challenges and achieve financial stability.

navigate financial

METHODOLOGY

This study adopted a qualitative research design to
explore the personal finance management practices
of SACCO members. A qualitative approach is
chosen because it allows for an in-depth exploration
of individuals' financial behaviors, motivations, and
challenges, providing richer insights than a purely
guantitative analysis. The research relied on case
studies and thematic analysis to understand
patterns in financial management within SACCOs.
Case studies provided detailed, context-specific
insights by examining real-life experiences of SACCO
members across different backgrounds and financial
circumstances. Thematic analysis was employed to
identify common themes, trends, and variations in
financial behaviors, enabling the researcher to
interpret qualitative data systematically. This design
ensured that the study captured both individual
experiences and broader patterns of financial

behavior among SACCO members.

The study focused on deposit taking SACCO
members across various professions, including
teachers, healthcare workers, business owners, and
informal sector employee’s western region. These
diverse professional backgrounds provided a
comprehensive understanding of how different
income levels, financial literacy levels, and career
paths influence personal finance management
within SACCOs.
Western region of Kenya hosts a substantial number
of SACCO members. This study targeted 50,000 DT

sacco members in the western region of Kenya.

Based on available data, the

Given this information, we can determine our
sample size using Yamane’s formula (1967):

n=N1+N(e)2n = \frac{NH1 + N(e)"2}

Where:
e nn = Required sample size

e NN = Total population (number of SACCO
members)

e ee = Margin of error (typically set at 5% or
0.05)

purposively targeting 50,000 DT sacco members in
western region the sample size was as follows;

n=50,0001+50,000(0.05)2=50,0001+50,000(0.0025)
=50,0001+125=50,000126=397n = \frac{50,000}{1 +
50,000(0.05)*2} = \frac{50,000}{1 + 50,000(0.0025)}
=\frac{50,000H1 + 125} = \frac{50,000}{126}
\approx 397

Final Sample Size: For a population of
approximately 50,000 SACCO members, the
recommended sample size is 397 respondents. This
sample size ensures statistical significance while
maintaining feasibility in data collection.

To obtain comprehensive insights, the study
employed in-depth interviews and focus group

discussions as primary data collection methods.

In-depth interviews allow for a detailed exploration
of individual SACCO members' financial experiences,
providing a platform for participants to share
personal insights, challenges, and strategies in
managing their finances. The interviews were semi-
structured, ensuring flexibility while covering key
topics such as saving habits, borrowing patterns,
investment decisions, and financial planning. Each
interview lasted approximately 30 to 60 minutes
and was conducted in a conversational manner to
encourage openness and detailed responses.

Focus group discussions (FGDs) were used to

capture collective perspectives and shared
experiences among SACCO members. Each focus
group consisted of 6—-10 participants, allowing for a
dynamic exchange of ideas and diverse viewpoints.
FGDs facilitate discussions on financial literacy,
SACCO benefits, common financial challenges, and
best practices for financial management. The

interactive nature of FGDs helped uncover social
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influences on financial behaviors and highlighted
communal financial strategies. Discussions were
moderated using open-ended questions to ensure
participants could freely express their views.

Both data collection methods were recorded (with
consent) and transcribed to ensure accuracy and
completeness in capturing participants' responses.
This approach provided a robust qualitative dataset
for analysis.

The study employed thematic analysis to identify
and interpret patterns in SACCO members' financial
behaviors. Thematic analysis is a
method  that

analyzing, and reporting recurring themes within

qualitative

research involves identifying,
the data. This approach is particularly useful for

understanding the financial decision-making
processes, challenges, and strategies employed by

SACCO members.

The thematic analysis process follows several key

steps to examine SACCO members' financial
experiences. First, researchers engage in data
familiarization by transcribing and reviewing

interview and focus group data to gain an overall
understanding. Next, they generate initial codes to
categorize critical aspects of financial management,
such as savings habits, financial literacy levels,
investment strategies, and borrowing behaviors.
Recurring patterns and common issues are then
identified and grouped into broader themes, such
"influence of SACCO
structures on financial discipline," and "impact of

as "barriers to saving,"

financial education on SACCO members." These

themes undergo refinement to ensure they
accurately reflect the data, providing a structured
framework for analyzing financial behaviors and
challenges. Finally, findings are synthesized and
discussed in relation to existing literature, offering
meaningful insights into SACCO members' financial
decision-making processes. By employing thematic
analysis, the study uncovers underlying financial
trends, leading to a deeper understanding of how

SACCOs influence personal finance management.

FINDINGS AND DISCUSSION

The Power of SACCO Membership and Savings
Savings and Credit Cooperative Organizations
(SACCOs) operate on the principle of collective
financial empowerment, where pooled resources
from members create a sustainable framework for
credit access, investment, and economic stability.
The International Cooperative Alliance (ICA, 2020)
highlights that SACCOs are uniquely positioned as
member-driven financial institutions, meaning that
their operational success directly depends on the
financial commitment and participation of their
members. This cooperative model ensures that the
savings of individual members contribute to a
shared pool of resources, which in turn funds loans
and other financial services, creating a continuous
cycle of growth and development. The ability of
SACCOs to provide affordable credit, competitive
interest rates, and investment opportunities is
largely determined by the level of savings
contributed by members. A higher volume of
savings enhances the financial strength of the
SACCO, allowing it to extend larger loans, introduce
diversified financial products, and provide better
returns to members through dividends and interest
earnings.

Developing a strong savings culture is essential for
SACCO members to maximize the benefits of their
membership. The World Bank (2021) underscores
that a disciplined savings habit not only ensures
financial security but also provides a foundation for
wealth accumulation and financial independence.
Regular savings within a SACCO create opportunities
for members to access emergency funds, take
advantage of investment vehicles, and qualify for
higher loan limits. SACCOs typically offer more
favorable interest rates on savings compared to
traditional banks, making them attractive to
individuals seeking to grow their financial assets
while  maintaining easy access to credit.
Furthermore, SACCOs encourage long-term financial
planning by providing structured savings plans, such
as fixed deposit accounts, pension schemes, and
educational These tailored

savings programs.
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financial products empower members to secure
their
immediate financial needs.

futures while maintaining liquidity for

Financial resilience among SACCO members is
significantly enhanced when they actively save and
participate in cooperative investment opportunities.
Studies show that members who consistently
contribute to their SACCO savings accounts benefit
from increased financial literacy, improved
creditworthiness, and a stronger sense of financial
Additionally, SACCOs
financial education programs that guide members
on budgeting,

management, equipping them with the knowledge

discipline. often provide

investment planning, and risk

needed to make informed financial decisions. By
fostering a habit of consistent saving, SACCO
members not only strengthen their individual
financial positions but also contribute to the overall
growth and sustainability of the SACCO movement.
Ultimately, the power of SACCO membership lies in
the collective efforts of its members, where regular
savings fuel financial growth, create lending
opportunities, and promote economic stability for

all participants.

Managing Expenses for Increased Savings

A key financial insight emerging from this study is
that wealth accumulation is more dependent on
expenditure management than on income level.
Lusardi and Mitchell (2020) emphasize that financial
success is determined by how money is managed
rather than how much is earned. Many SACCO
members face difficulties in saving, not necessarily
because they have low incomes, but because their
expenditure levels are high. The study findings
indicate that reducing unnecessary expenses can
significantly enhance one's ability to save and
invest, thereby improving overall financial well-
being. This underscores the importance of financial
discipline, which involves conscious spending habits
and prioritization of essential financial goals.

Adopting a frugal lifestyle is a practical approach
that allows SACCO members to allocate more funds
toward savings and investments. The Organization
for Economic

Co-operation and Development

(OECD, 2022) suggests that financial discipline—

through  budgeting, expense tracking, and
eliminating non-essential spending—is crucial for
long-term financial growth. A well-structured
budget helps individuals identify areas where they
can cut costs, ensuring that savings are not treated
as an afterthought but rather as a financial priority.
The findings reveal that SACCO members who
consistently manage their expenses and prioritize
savings tend to achieve greater financial stability
and resilience. They are better positioned to build
emergency funds, invest in income-generating
ventures, and access higher borrowing limits from

their SACCOs.

Practical strategies for expense management, as
identified in the study, include meal planning, bulk
purchasing, and avoiding impulse spending. Meal
planning reduces food wastage and enables
members to buy groceries in a cost-effective
manner, while bulk purchasing leverages discounts
and reduces overall expenditure. Avoiding impulse
spending
financial decision-making, which SACCO members

requires self-discipline and mindful
can cultivate through tracking their spending
setting

Additionally, some members benefit from using

patterns and clear financial goals.
automated savings deductions, ensuring that a
portion of their income is saved before they can

spend it.

Ultimately, effective expense management plays a
crucial role in fostering a savings culture among
SACCO members. By making deliberate financial
choices that reduce wasteful spending, members
can accumulate more savings, invest wisely, and
improve their financial security. This reinforces the
idea that wealth is built not by how much one earns
but by how well one manages expenses and
prioritizes long-term financial goals.

Income Diversification for Financial Growth

Relying solely on a single source of income exposes
individuals to significant financial risks, making
diversification a crucial strategy for long-term
financial stability. The study findings indicate that
SACCO members who actively explore multiple
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income streams tend to achieve better financial
security, as they are less vulnerable to economic
shocks. Atkinson and Messy (2019) emphasize that
income diversification helps individuals mitigate
financial risks, enhance savings potential, and build
wealth over time. By supplementing their primary
income with additional earnings, SACCO members
can improve their financial resilience and create
sustainable wealth.

One of the most common approaches to income
diversification among SACCO members is combining
formal employment with business ventures. Many
members engage inside businesses, such as retail
shops, agribusiness, and online entrepreneurship,
allowing them to generate extra income beyond
their salaries. Small businesses, particularly in
sectors such as agriculture and trade, provide a
steady cash flow that supplements household
expenses and contributes to increased savings. The
study highlights that financially successful SACCO
members often reinvest a portion of their earnings
into expanding their businesses, thereby ensuring
continuous income growth.

Beyond active business ventures, passive income
sources also play a critical role in financial growth.
Investments in rental properties, stock markets,
bonds, and mutual funds provide SACCO members
with additional
minimal

income streams that require
involvement.
(2019), passive

contribute to

day-to-day According to

Lusardi and Tufano income-

generating activities long-term

financial stability, as they provide continuous
earnings even in times of economic uncertainty. The
findings reveal that SACCO members who invest in
real estate or financial securities experience greater
financial security, as these assets appreciate in value

over time and generate consistent returns.

To support income diversification, SACCOs can play
a vital role in educating their members on profitable
investment opportunities. The study suggests that
financial literacy programs within SACCOs should
focus on guiding members toward sustainable
income-generating activities, including real estate
investment, stock market participation, and small

business ventures. Providing members with
financial education on risk assessment, investment
strategies, and wealth accumulation can
significantly enhance their ability to make informed

financial decisions.

Ultimately, encouraging SACCO members to explore
diverse income opportunities strengthens their
financial resilience and reduces dependency on a
single income stream. By integrating multiple
plans,
independence,

sources of income into their financial
members can achieve financial
increase their savings, and secure a stable future.
Income diversification not only enhances individual
financial well-being but also contributes to the
overall growth and sustainability of SACCOs, as
financially empowered members are more likely to
save, invest, and actively participate in SACCO
activities.

Investment Strategies for SACCO Members
Investment plays a crucial role in wealth creation
and financial security for SACCO members. The
study highlights that members benefit from
investing both within and outside their SACCOs,
leveraging available financial tools to enhance their
economic well-being. SACCOs provide attractive
investment opportunities such as high-interest
savings accounts, dividend-yielding shares, and
access to loan facilities that members can use to
finance business ventures or property acquisitions.
These internal investment options help members
grow their wealth while reinforcing the financial
strength of the SACCO itself.

Beyond SACCO-based
financial planning is essential for ensuring financial

investments, long-term
stability and preparing for retirement. The study

reveals that members who engage in early
retirement planning are more likely to achieve
financial independence. Investing in external
financial instruments, such as government bonds,
unit trusts, and mutual funds, allows members to
diversify their portfolios and spread financial risks.
The World Bank (2021) emphasizes that a strong
understanding of risk and return is fundamental for

making informed investment decisions. The findings
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further indicate that SACCO members with higher

financial literacy levels tend to invest more
strategically, balancing risks and potential returns

effectively.

To maximize investment success, SACCOs should
play a proactive role in educating members on
various investment strategies. The study suggests
that structured financial education programs within
SACCOs can guide members on wealth creation, risk
assessment, and portfolio diversification. By
equipping members with knowledge on different
investment options and their potential outcomes,
SACCOs can empower them to make well-informed
financial decisions that align with their long-term

goals.

Ultimately, fostering a strong investment culture
among SACCO members not only improves
individual financial resilience but also contributes to
the sustainability of SACCOs as institutions. When
members invest wisely and generate wealth, they
are better positioned to contribute more to their
SACCOs through increased savings and participation
in financial activities, creating a cycle of mutual

economic empowerment.

Summary of Key Findings

The study reaffirmed the importance of personal
finance management for SACCO members aiming to
enhance their savings and investment potential. The
findings highlighted that financial success within
SACCO:s is largely driven by members' commitment
to regular savings, prudent spending, diversified
income sources, and strategic investment decisions.
Regular savings and active participation in SACCO
activities play a fundamental role in strengthening
both individual financial security and the overall
sustainability of SACCOs. Members who consistently
save benefit from increased borrowing power,
access to investment opportunities, and improved
financial resilience.

Effective expense management emerges as another
critical factor influencing savings growth. The study
SACCO members who adopt
disciplined spending habits—such as budgeting,

revealed that

eliminating unnecessary expenses, and prioritizing
essential financial commitments—are more likely to
accumulate wealth over time. By reducing financial
leakage, members can redirect more funds toward
savings and investment.

Income diversification also proves to be a key
strategy for financial stability. SACCO members who
rely on multiple income streams—such as business
ventures, rental income, and passive investments—
demonstrate greater financial resilience, particularly
during economic downturns. This approach
minimizes financial risks and provides a stable

foundation for long-term wealth creation.

Finally, the study underscored the importance of
well-informed investment decisions in maximizing
financial returns. Members who engage in strategic
investment planning, assess risks effectively, and
diversify their investment portfolios tend to achieve
higher financial growth. Enhancing financial literacy
within SACCOs is crucial to equipping members with
the knowledge required to make sound investment
choices, ensuring long-term financial security and
prosperity.

CONCLUSION AND RECOMMENDATIONS

The study underscored the critical role of SACCOs in
promoting financial stability and wealth creation
among their members. By fostering a culture of
regular savings, prudent expense management,
income diversification, and strategic investment,
SACCO members can significantly improve their
financial well-being. The findings reveal that
financial success is not solely dependent on income
levels but rather on how effectively individuals
manage their finances. SACCOs provide a structured
financial environment that encourages disciplined
saving, responsible borrowing, and investment in

wealth-generating opportunities.

Furthermore, the study highlighted that financial
literacy plays a vital role in empowering SACCO
members to make informed financial decisions.
Members with higher financial awareness tend to
save more, spend wisely, diversify their income
sources, and invest strategically. Therefore, SACCOs
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should prioritize financial education as a core
component of their services. Strengthening financial
management skills among members will enhance
their ability to navigate economic uncertainties and
achieve long-term financial independence.

Based on the study objectives, the following
recommendations are proposed to enhance SACCO
members' financial management practices and

overall financial well-being:

Enhancing Savings Culture
SACCOs should implement structured savings plans
that encourage members to save consistently.

Incentives such as higher interest rates on long-term
savings and bonuses for consistent savers should be
introduced.

Financial literacy programs should emphasize the
importance of disciplined saving for future financial
security.

Promoting Effective Expense Management
SACCOs
management training to help members control

should offer budgeting and expense

unnecessary spending.

Members should be encouraged to adopt cost-
cutting strategies such as bulk purchasing, meal
planning, and avoiding impulse spending.

Digital financial tools, such as mobile budgeting
apps, should be promoted to help members track
and manage expenses efficiently.

Encouraging Income Diversification
SACCOs should
entrepreneurship  and

provide training on

alternative income-
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