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Absract: The general objective of this study was to assess the effect of loan management practices on financial performance of U-SACCOs in Nyanza District. This research adopted a survey research design using quantitative method. The target population of this study was senior employees and board members of Umurenge SACCOS of Busoro, Kibirizi, Kigoma, Nyagisozi, and Rwabicuma in Nyanza District. This study used 102 respondents, for choosing 102 respondents stratified sampling technique was used. Finally, research questionnaires were established to collect data and data was processed and analyzed through statistical product and service solutions (SPSS) version 21.  Therefore, finding showed that most of the respondents agreed and strong agreed that loan management practices used are collection policy, analysis of an applicant’s TransUnion report, credit risk assessment, membership vetting and enrollment, and loan appraisal in loan management of U-SACCOs in Nyanza District. The collected data showed that above 98% of respondents confirmed that net profit, return on equity, liquidity ratio, return of asset and capital adequacy ratio are indicators of financial performance. Bivariate associations between loan management practices and financial performance shows that loan appraisal and net profit margin are significant associated with p-value = 0.039; collection policy and return on asset are significantly associated with p value = 0.020; membership vetting and enrollment and return on asset are significantly associated with p value = 0.020; credit risk assessment and liquidity ratio are significantly associated with p value 0.029. Data analysis showed that loan management practices mostly used by sampled U-SACCOs significantly predict the financial performance at p-value less than 0.05 by using ANOVA and coefficients analysis. The summary model indicates variances that are predicted by loan management practices on financial performance and they vary from 29.2 to 100%. In general, finding revealed that loan management practices significantly have a positive effect on financial performance on Umurenge Saving and Credit Cooperatives in Nyanza District. Based on the conclusions made, the researcher recommended that the governance and management of Umurenge Saccos must train the personnel and elected members on the effect of loan management practices on the financial performance of Umurenge Saving and Credit Cooperatives. 
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1. INTRODUCTION
This chapter deals with a background of the study, the problem statement, objectives of the study, the research questions, the significance, the limitations, the scope and organization structure of the study. Scope describes the boundaries of the project in terms of content, time and geography. Economic activities reduced in excess due to covid-19 pandemic and the targeted outcomes were not researched. The outcomes of pandemic reduced the profitability of MFIs  and they increased social efficiency (Zheng & Zhang, 2021). Loan portfolio represents a large asset of financial institution and it is assumed to generate income to the institution. Loan portfolio constitutes main source of income to the bank. Saving and credit cooperatives encounter huge loan management problems particularly loan risks (Mwakujonga & Komba, 2024). Microfinance institutions depend largely on the performance of loan portfolio because they generate large amount of revenues from interest generated on credits provided to the borrowers. However, loan management practices adopted by financial institutions lead to the performance of loan portfolio. Banks fail due to a large amount of NPLs (Ghenimi et al., 2017). (Daniel et al., 2001) showed that even banks may not close because of a huge amount of delinquency loans; NPLs and the profitability of MFIs are inversely related. (Kitonyi, 2019) showed that NPLs negatively affect the profitability of the DTMs in Kenya. This was also confirmed by the study of  (Warue, 2013) who showed that NPLs determine the performance of banks. In early years there was a high NPLs and consequently ROA was low and thereafter when non-performing loan ratio got lower the ROA became higher in commercial banks in Kenya. (Sibomana, 2021) showed that the management of SACCOs must have capable and powerful loan committee and good practices of loan recovery for making great financial performance. (Joseph et al., 2023) revealed that loan management practices and profitability of Bank of Kigali are closely related whereby good management of loans is the principal source of positive financial performance researched by Bank of Kigali. The general objective is this study is to  assess the effect of loan management practices on financial performance of Umurenge Saving and credit cooperative in Nyanza Districrt.
The specific objectives of the study are:
i. To examine the loan management practices mostly used   by Umurenge Saving and Credit cooperatives in Nyanza District;
ii. [bookmark: _Hlk149946769]To examine the indicators of financial performance in U-SACCOs in Nyanza District;
iii. [bookmark: _Hlk143686276]To determine the effect of loan management practices on the financial performance of U-SACCOs in Nyanza District.
2. LITERATURE REVIEW 
2.1 Theoretical Review
2.1.1 Loan management practices 
(Kagoyire, 2016) showed  that customer assessment, credit risk control and collection policy affect the performance of Equity bank. A research showed that the profitability of Equity Bank and loan management practices are closely related. The reseach also showed that customer assessment, credit risk control and collection policy largely affect the profitability of Equity bank. Collection policy highly influences the financial performance.  A strict  policy is more effective in loan  recovery than a tolerant  policy. The following are different loan management practices.
2.1.1.1 Loan appraisal 
(Armendariz et al., 2011) quoted by (Mulyungi, 2020) exlpains a credit appraisal as a process whereby  a banker  assesses a borrower in terms of finance, technicity and economic viability. Banks appraise  a borrower’loan in number of  Cs. Those Cs are   capacity, condition, collateral, capital and character. Loan appraisal is a very important fact of loan mamagement credit  analysis, credit rating, loan classification and loan reporting. 
(Das, 2018) shows that capacity is very important as it establishes the suitability of loan and must be well assessed as other elements come to help the capacity . According to (Sundaremen & Dawsonera 2018) quoted by (Mulyungi, 2020), capacity is the potentiality  to maintain credit repayments schedule as provided by the lender. The cash flows of borrowers are main determinants of the capacity. (Srinivamen, 2014) asserts that cash is the essential  component because credit installment plan  is  repaid in cash. Character is an other element of analysing the borrower’s loan request. (Mike Goldberg, 2012) state  that character can be examined by evaluating the payment of utility bills such water and other credits. Moreover, analysis of bank’s disclose, bad habits and missed repayments from previous loans also help to analyse the character. Capital is defined as someomne’s wealth that is ready for investment to generate profits.  
The borrowers must possess good plan in their enterprises to work for the businness’success and being aware that any mismanagement of the business can lead the failure of the business (Schuster, 2015). Collateral is actually asked as a last resort and it is processed while all other recovery strategies become unsuccessfull. (Effendi, 2013) proclaims that the collateral asked must have certain qualities such as  high value at the market, transferable and intrinsic and extrinsic value as well. A guarantee has to be a valuable asset that  a bebtor would not like to forget  because dispossession would leave a large disadvantage.
2.1.1.2 Credit risk
(Spuchľáková et al., 2015) define  a credit risk as a customer’s failure  to respect  loan repayment schedule as agreed with the lender. Credit risk simply means the  incapacity or reluctance of bank borrower to comply with accepted  terms of loan repayment.  Loan portfolio at risk of a financial institution is due to different factors.  
Among those factors there are: deficiencies in loan procedures and in appraisal of borrowers’s financial postion, lack of norms in loan amount limitation, inadequate defined  loan amount that is  approved by credit officer or ctedit committee, excessive dependency on physical guaranty and lack of loan prices according to their risks. (Olobo et al., 2021) pointed out that loan risk management includimg identification of loan risk, assessment of risk of loan  and the control of loan risk signicant influence banks’profitability in South Sudan. 
According to  (Nelson, 2006) management of loan risk concerns with the maximisation of the financial performance of SACCO by controlling the vulnarability of loan risk. The aim of loan risk control is to maximize financial performance by controlling the credit risk with the allowed framework.  Saccos must control loan risk  in the whole loan process.  The effecient loan risk management  is imporrtant  part of  significant way to manage the credit risk and crucial to sustanability of any financial institutions
(Catherine, 2020) showed that when credit risk increases, banks’performance reduces that the main target of banks by disbursing credits to customers. Financial institution has to equitably allocate enough resouces to train  loan risk managers and banks’assets have to be well allocated to increase the profitability. (Uganda Martyrs University et al., 2023) stated  that the credit management of loan risk assists SACCO to achieve an amalioration of financial performance of SACCOs at a desirable level.
2.1.1.3 Collection policy
An organization puts in place different policies to make sure that management of portfolio is well achieved.  It is available in the financial institution because all borrowers do not respect loan repayment schedule as promised with the lender. Some clients are bad debtors and others do not pay at all. 
The collection policy must help the organization to accelerate the collections from unwilling payers and reduce the loss resulting from bad debtors. A sound loan collection policy in the financial institution creates an effective loan management process and therefore funds are received from borrowers  on time (Danstun & Harun, 2019).  (Dickerson et al., 1995) state that the collection policy is a guideline that secure the loan repayment and systematic collections from loan payers. There is a need for collection policy in the financial institution because all debtors do not fulfill their duties on time; some payers take their repayment schedule for granted others do not have repaying loan culture till they are reminded to repay. According to (Myers & Rajan, 1998) microfinances use different ways to recover delay repayments from borrowers whereby they may send letters or use telephone calls to the loan defaulters if they do not pay say for thirty days MFIs can turn the loan account the collection agency. (Watsema et al., 2023) state that loan collection procedures are important in managing loan delinquency among SACCOs and they improve financial performance of SACCOs. 
2.1.1.4 Membership vetting and  enrollment
Membership is the fact of belonging to the group. Membership in this research means  the fact of being a member of  SACCOs. A member simply means a person who has joined the group or an entity such a company or SACCO. Vetting simply means the processs of investigating an individual, company or entity before deciding to go forward with a hire or a joint project. 
(Masanyiwa et al., 2022) state  that  capability of MFIs to well perform financially is influenced by the revenues generated. Revenues that MFIs generate depend on the number of members belonging to the institutions. While other determinants of renenues hold equal, an increase of members leads to increase of  revenues that a microfinance institution generates. Consequently the size of SACCOs in terms of members influences positively the financial performance of SACCO and the service delivery poorly provoques the decline in members. (Naome et al., 2025) demonstrate that the performance of loan portfolio and the involvement of member in the governance and decision making in  financial institution are positively related. A member involvement ensures effective loan portfolio  management that leads to the stability and development of SACCO.
2.1.1.5 Use of transunion report 
A Credit Reference Bureau is a private institution authorised to gather and analyse  the loan data  of borrowers from different credit providers and make the information available to any request from the bank and any other credit  givers. In Rwanda, the national bank has the power to license the company. Banks seek for the transunion report of an invididual when the later applies for a loan. (Njeri Munene et al., 2017) exlpain that  financial institutions  well perform due to the creation of CRB in Kenya. Borrowers and financial service providers evaluate the credit refernce bureau important in the financial market industry and it leads to a larger loan market, reduction in loan default, and libarisation of interest. The credit reference bureau improves the profitability of financial institutions, cultivates good behavior of both lenders and borrowers and increases the access to loan in Kenya.
(Matundura & Kwamboka, 2025) showed that loan information reporting, analysis of loan risk and loan score affect positively and signinficantly the performance of financial institutions in Kenya while NPLs affect negatively the performance commercial banks. (Catherine, 2020) showed that credit reference bureau verifications impact on NPLs  in commercial banks in Kenya. Deliquency loans are negatively correlated with the credit reference bureau verifications. The identification of credit risk, practice of loan scoring, loan analysis and assessment are good practices that predict the credit risk and they are positively related to the profitability  commercial banks in Kenya.
[bookmark: _Toc191654792][bookmark: _Toc192679093][bookmark: _Toc192684750][bookmark: _Toc192846284][bookmark: _Toc202556731]2.1.2 Financial statement
(Holt & DeZoort, 2009) found that the board of directors are mostly interested in the financial reporting as they control the organization and make a report on how it works and the report must be objective. Subjective reports raise disagreement among decision makers and those reports lead to poor decision which negatively influence the profitability of the organization as well. A report must base on the facts and be valid to increase the chance of the action applied by the bord of directors concerning the report. 
(Yeboah, 2020) in the study arrived at the conclusion saying that the reports must be objective to help to achieve the financial performance at different level of the organization and hence the organization reputation. The objective reports bring the positive effect   that builds high control and process that are roots for the profitability  of the organization.  (Biehl et al., 2024) showed that a good financial reporting leads to effective investment decision making  in the organization. 

(Clikeman, 2018) financial reporting aims at disclosing facts of the organization to the management. The facts must be financial, operational, regulatory. The report must show all areas of the organization in order to be helpful in the conclusion that top leaders can take and   influence the profitability of an organization. According to  (Triani, 2023) incompleteness of reports creates the loss of resources and credibility which can lead to the failure of the organization. An understandable financial report is useful tool of communication to the top management and stakeholders on what is being going on in the company and hence in economic decision making.

According to (Mesioye & Bakare, 2024) improved quality of  financial reports is important for creating transparent, accountable and trustful  financial system. Accurate financial reports help both boards of directors and managers to take rational decision to develop their organizations. According to (Jayalakshmi & T, 2024) good financial institutions provide an atmosphere that is conductive to foreign direct investment. To their improved quality of financial reporting, transparency and regulatory oversight, countries with strong and well- regulated financial systems are more likely to attract investors. 

(Sparks, 2011) studied the effect of reports done on time to enable the organization to well achieve its obligations. The analysis showed that reports must take into consideration reasons of changes that are happening and how those changes affect the overall performance of the organization. According to (Archambeault et al, 2008) reports prepared and submitted on time ensure a good atmosphere by which the management is aware of the issues and risks that the organization is currently facing and therefore the management reacts as quick as possible by taking actions that influence the positive performance of the financial institutions. (Soh & Martinov, 2011) states that late reports are less value as they negatively contribute to the financial performance of the organization. (Epsein, 2014) highlighted four types of financial statements namely: Income statement, Balance sheet, Statement of changes in equity and statement of recognized gains and losses and Cash Flow Statement.
2.1.3 [bookmark: _Toc191654793][bookmark: _Toc192679094][bookmark: _Toc192684755][bookmark: _Toc192846289][bookmark: _Toc202556736]Measures of Financial Performance 
Determination of the institution’s financial performance is computed by either inside or outside element. Inside elements include capital adequacy, quality of assets, operational efficiency and liquidity. Financial institutions make income from the disbursed loans which constitute a large portion of assets of MFIs. According to (Kashyap et al., 2002) there are two main functions of financial institutions that are deposit taking and lending. The synergies of the two oblige financial institutions to always hold enough balances of liquid assets to meet daily obligations. The performance of financial institutions is largely determined by   loan portfolio quality so that the loan quality influences significantly the profitability of the organization. Financial performance measurement shows the position of a shareholder at the end of a given period and gives the possibilities to make a comparison between the status of shareholders at the beginning and closing date of accounting period (Duramany-Lakkoh, 2021). The most important financial performance ratio indicator is return on assets because it shows how efficiently the institution manages the assets’ expenditures and how it exploits them to make earnings (Jørgensen, 2011). However, the researcher looked at profitability, capital adequacy and liquidity as the measures of financial performance
[bookmark: _Toc192684756][bookmark: _Toc192846290][bookmark: _Toc202556737]2.1.3.1 Profitability 
[bookmark: _Toc395299222][bookmark: _Toc395303415][bookmark: _Toc397757589][bookmark: _Toc397075858][bookmark: _Toc398415860][bookmark: _Toc398019043]According to (Courtney B., 2022) profitability is considered as a measurement of how much earnings that an organistion makes and it shows the organization financial performance. Profitability simply means the ability to generate profit and the profit is what is remained after  all expenses are deducted from the income generated. The measures of an organization’s profitability are discussed in the following lines. 

· Return on Assets
Return on asset refers to a standard which shows an effectiveness of the organization to exploit its assets in production process. It is determined by dividing the net income (NI) by  all values of assets of the organization for a given period and multiply by a hundred. 

Return on Asset = Net income / total value of assets * 100 or 

· [bookmark: _Toc395299223][bookmark: _Toc395303416][bookmark: _Toc397757590][bookmark: _Toc397075859][bookmark: _Toc398415861][bookmark: _Toc398019044]Return on Equity
Return on equity refers to the earnings that a microfinance institution makes on the investment made by the shareholders. It is computed by making a quotient of net profit by total investments made by shareholders in the company and multiply by one hundred. 

[bookmark: _Toc395299224][bookmark: _Toc395303417][bookmark: _Toc397757591][bookmark: _Toc397075860][bookmark: _Toc398415862][bookmark: _Toc398019045]Return on Equity = Net Income / Shareholders ‘investments * 100 or 
· Net Interest Margin
The Net Interest Margin is a net interest as a percentage of sales. It is a narrower measure that takes into account all costs; all overheads such interests and tax payments are not left behind in interest determination. 
Net Interest Margin = net profit/ turnover *100 or NIM 
· [bookmark: _Toc395299220][bookmark: _Toc395303413][bookmark: _Toc397757587][bookmark: _Toc397075856][bookmark: _Toc398415858][bookmark: _Toc398019041]Gross profit Margin
Gross profit margin means profitability of commodities. It tells you how much it leaves after subtracting the total cost from sales.  It is determined by taking gross profit  (GP) and dividing  it by net sales (NS) and multiply the quotient by a hundred. By a formula 
Gross margin = Gross profit / Net Sales *100 or  
[bookmark: _Toc192684757][bookmark: _Toc192846291][bookmark: _Toc202556738]2.1.3.2 Capital adequacy ratio
Capital adequacy ratio (CAR) is an international measure that determines the ability of financial institution to survive in difficult times or when the bank approaches the insolvency time  (Tesfaye, 2013).  According to (Vu & Dang, 2020) capital adequacy indicates how the financial institution is strong internally and it shows that the institution can survive in the crisis situation. Capital adequacy ratio positively influences the financial performance of financial institution  for instance in opening of a new branch and in lending in a high risk projects that are more profitable (Sangami & Nazar, 2010).
[bookmark: _Toc192684758][bookmark: _Toc192846292][bookmark: _Toc202556739]2.1.3.3 liquidity ratio
Liquidity refers to the capacity of an organization to realize its duties on time by using existing assets which are mostly ready to be converted into cash.  Liquidity ratio shows the organization’s readiness to finance its present obligations. There exist Two types of liquidity ratios namely current ratio and quick ratio. 
According to (Sangami & Nazar 2010) a financial institution must possess enormous liquid and ready convertible stock of financial assets in order to avoid any liquidity crisis.  In the same way, (Dang, 2011) shows that the performance of a financial institution and the adequate liquidity management are positively related. However, the banks must control the liquidity risks in their daily operations in order to prevent any cash crisis (Rizkiah, 2018).

[bookmark: _Toc191654794][bookmark: _Toc192679095][bookmark: _Toc192684759][bookmark: _Toc192846293][bookmark: _Toc202556740]2.1.4 Investment in MFIs
The ability of a bank to make profits largely depend on its assets and how they are managed. The assets of a bank are made of loans, current assets, fixed assets, and other investment. 
A large amount of money is invested in loan and loan portfolio provides much revenues compared to the rest of assets of banks (Athanasoglou, 2005). The quality of loan management affects directly the financial institution’s earnings. The highest loss a bank meets is due to non-performing loans (Dang, 2011). 
[bookmark: _Toc191654795][bookmark: _Toc192679096][bookmark: _Toc192684760][bookmark: _Toc192846294][bookmark: _Toc202556741][bookmark: _Toc387899520][bookmark: _Toc402895035][bookmark: _Toc433638375][bookmark: _Toc463545825][bookmark: _Toc465775336]2.1.5 Effect of financial statement on the Performance of Micro financial institutions
Financial  reporting must be well done and analyzed to affect positively the performance of micro financial institutions because poor financial reporting is one of main roots of micro finance’s poor performance (Hubbard, 2013). (Derrick, 2013) showed that financial reporting is backbone of each MFI to succeed. The success of microfinance is determined by the way on which reports are prepared.

Since the financial reporting determines profitability of microfinance institution, it might also show how they are sustainable and efficient.  Consequently, the accountants are required to elaborate financial reports regularly and those concerned with its analysis must examine the reports and react as quick as possible to solve any raised problems. A late reaction to the raised weakness and inadequate solutions to the raised issues that hinder the effective financial reporting leads to the failure of microfinance institution. According to (Warren, 2005), if a business does not make profit it cannot exist for long period. Contrary, a business that makes huge interest provides earnings to the investors and it can survive for long period. The main work of business managers is to increase profit of the organization and to achieve this business, managers always look for different means to ameliorate the profitability. For increasing the profitability, micro financial institution needs an effective financial reporting.
[bookmark: _Toc365520203][bookmark: _Toc365529663][bookmark: _Toc366698500][bookmark: _Toc366747402][bookmark: _Toc433286271][bookmark: _Toc191654796][bookmark: _Toc192679097][bookmark: _Toc192684761][bookmark: _Toc192846295][bookmark: _Toc202556742]2.1.6 Overview of Microfinance Institutions in Rwanda and their Levels of financial Performance
Essential purpose of financial institutions is to help people in need to eradicate poverty, to reduce risks, to have their assets, to increase their revenues, and hence accelerate the development of the population (Cull, 2012).  For making an analytical comparison between the microfinance institutions, it is necessary to put them in different categories and see the financial performance within the class. 
The 1st way is to put them in tiers (or categories), as per the BNR regulations (Law n°40/2008, article 5 and Regulation n° 02/2009 article 2):
Tier I: Informal microfinance services providers: microfinance institutions in this group are not easy to be known as they do not have legal status so that it is not easy to identify and make a list of them. 
They operate all over the country and there is no document made to count shares they possess. According to the (World Bank, 2014) Rwandan population of age 15 and above use informal microfinance services and 36.6 % of the population gets loan from family members and neighbors in addition to these associations.
Tier II: The group of microfinances comprises the savings and credit cooperatives that receive deposit from the public and the total deposit of the microfinance is under or equal to Rfw 20 million. The national bank does not require any legal status on these MFIs and there is not regular supervision from the central on such category. 
Tier III: this group of microfinances includes the microfinances that take the deposits from the public and the total deposit held by the MFI is greater than 20 million. Most of these microfinances are saving and credit cooperative and have a legal status obtained from RCA. 
Tier IV:  Microfinances in this category do not receive the deposits from the public. This category has a little population and they do not take deposits from the public which is the easiest way of getting funds in MFIs in Rwanda. 

[bookmark: _Toc191654798][bookmark: _Toc192679099][bookmark: _Toc192684763][bookmark: _Toc192846297][bookmark: _Toc202556743]2.2 Empirical Review
[bookmark: _Hlk197503766]Sibomana (2021) established that NPLs affect financially the performance of savings and credit cooperatives. A good lending policy reduces non-performing loans and a permanent follow up of disbursed loans provides a high performance of SACCOs. The study also showed that  inadequate loan management system leads to high non-performing loans ratio which  decrease the profitability of savings and credit cooperatives.  (Nsengiyumva & Harelimana, 2020) established that an increase of members, customer assessment, credit risk control and collection procedures mostly determine the profitability of Nkungahara SACCO. Those loan management practices positively affect the quality of loan portfolio, financial efficiency, productivity and sustainability of SACCOs. 
The research arrived to the conclusion that credit management practices and profitability of Kungahara SACCO are positively correlated. (Mulyungi, 2020) found that loan appraisal positively affects the financial performance of Guaranty Trust Bank. In addition to the loan appraisal, Guaranty Trust Bank also uses TransUnion report, the characteristics in loan scoring models and credit risk analysis before disbursing loan to the clients.
The research done by (Alhassan, 2018) showed that data provided by bookkeeping system has the highest score equal to 4.65 in decision making in small and medium enterprises. A quality of data generated by accounting system is very important in the financial analysis and in taking the decision in regard of the business growth and development. (Berthilde & Rusibana, 2020) established a positive correlation between investment decisions and financial statement analysis of Bank of Kigali. According to (Stephan, 2017) when a unit increases in liquidity, the financial performance of deposit taking microfinances increases by .044 when other thing hold constant.   Although there exists a relationship that links liquidity to financial performance, the relationship was not significant enough at 95% to clarify how they are linked. 
(Kusa, 2013) showed that the quality of asset is linked with the performance of financial institutions expressed as ROA and ROE by -0.098 and – 0.319 coefficients of parameters with a level of confidence of 99% for the two indicators. A poor quality of assets represented by non-performing loans is negatively related to both indicators of financial performance namely ROA and ROE. This shows that a huge amount of delinquency loans leads to the poor performance of MFIs. (Harelimana, 2016) showed that CLECAM ejoheza Kamonyi has developed the product that customers need and this was confirmed by 63.6% of responders showed that the products and services meet their needs at the excellent level and 36.4 of respondents are convinced with product and service offered at a satisfied level. Consequently, financial performance of CLECAM ejoheza Kamonyi is very high. 
In 2014, nonperforming loans ratio was 2.2% , the operating self- sufficient was 143% operating expense ratio was 17% and portfolio yield was 25.6 and it was found that the savings relate to net income at 92.6%. The study done by (Morwabe & Muturi  (Ph.D), 2019) showed  that the financial performance of SACCO resulted from the investment decision making at 96.2% and 3.8 % was due to other factors. According to (Habimana, 2017), under the study named the contribution of financial ratio analysis on the effective decision making in commercial banks, while testing the contribution of liquidity ratio on decision making in B K; out of 100 respondents, 81(81%) selected strongly agree while 19 (19%) selected confirm that liquidity ratios help in the overall health determination of a company. 

In relation to if liquidity ratios help to understand how BK is doing financially, out of 100(100%) respondents 82(82%) strongly agree while 18 selected agree. The study also analyzed if liquidity ratios specify clearly how the current assets and liabilities indicating performance of BK, out of 100(100%) respondents 9 (9.0%) of respondents chose strongly agree while 91 chose agree. (Kalisa & Twesigye (PhD), 2022) showed that liquidity, operational efficiency and a quality of assets significantly affect a performance of financial institutions in Rwanda. Operational efficiency is the significant determinant of ratio analysis on financial performance of banks in Rwanda. According to (Uwibambe, 2022) 61.5% of respondents Capital adequacy regulation helped BK to well manage the equity, 38.5% of interviewees declared that Capital adequacy helped BK to use available assets efficiently. Credit risk management required by National Bank of Rwanda helped BK to reduce NPLs as confirmed by 38.9 of interviewed. They finally concluded saying that to avoid such bad effects of credit risks BK prepares provisions at 100 % of NPLs. The central bank’s liquidity management requirement helped the Bank of Kigali to well perform. The liquidity management regulation positively affected the result of BK as it helped the bank to always meet short term obligations as confirmed by 38.8 of respondents. 
[bookmark: _Toc191654799][bookmark: _Toc192679100][bookmark: _Toc192684764][bookmark: _Toc192846298][bookmark: _Toc202556745]2.4 Theoretical Framework
[bookmark: _Toc191654800][bookmark: _Toc192679101][bookmark: _Toc192684765][bookmark: _Toc192846299][bookmark: _Toc202556746]2.4.1 Neoclassical investment theory
According to  (Jorgenson, 1967) neoclassical investment theory refers to the concern that the firm optimize its problem. Moreover, profit maximization in each given period produces an optimal capital stock. 
The neoclassical arguments assume managers work in interest of firm’s stakeholders. This theory assumes managers and depositors know the characteristics of investment opportunity available to the enterprise. (Ismail et al., 2010) confirms that these arguments are useful in models formulating that show the essential role of internal funds in decision making of investment. The neoclassical investment theory supports this current study as the management of U-SACCO has to work hard to maximize the profit of the organization and the mission of the members as well.  

[bookmark: _Toc191654801][bookmark: _Toc192679102][bookmark: _Toc192684766][bookmark: _Toc192846300][bookmark: _Toc202556747]2.4.2 Liquidity Risk Theory
According to (Halling & Hayden, 2006)  liquidity risk determination is very important task of any financial institution to its branches, stakeholders and any other partners.  The financial institution’s need for the liquidity and the origin of cash to satisfy such need are mainly determined by the business and product mixture of the bank; the financial statements are also essential to meet such obligations. (Jeanne & Svensson, 2007) state that a financial institution must consider both risks to which an institution is exposed to namely liquidity to fund the risk and liquidity risk at the market. The bank needs to mobilize deposits from the customers as the cheapest way of funding and not wait for the funds from capital market as the later may be unpredictable. In addition, banks must not mostly rely of the funding their operations from the financial markets because the financial markets may not provide the liquidity during the difficult situations (Perera et al., 2006).  

When a bank needs cash by selling any financial instrument at the illiquid financial market it may not find the cash and this gives a raise in liquidity refund demand. A financial institution must make sure that the assets reported possess value in accordance with the financial statements and standards of supervision. A bank must put in place risk management policy in order to avoid any loss that results from unstable financial market and removal of assets to finance daily activities (Jenkinson, 2008). According to (Ruben Mangold, 2016) microfinances must manage efficiently and effectively the financial risks they meet in order to survive and to be sustainable. Those risks include credit risks, interest risks, liquidity risks and operational risks. The liquidity risk theory is very important to the study as it shows how liquidity risk determination is very essential in any financial institution. The theory supports this current study as the administration and management of U-SACCO must always keep enough liquidity to meet its usual obligations. 
[bookmark: toc22][bookmark: toc24][bookmark: _Toc318014000][bookmark: _Toc318013788][bookmark: _Toc191654802][bookmark: _Toc192679103][bookmark: _Toc192684767][bookmark: _Toc192846301][bookmark: _Toc202556748]2.5 Conceptual framework
The conceptual framework indicates how study variables are related. Independent variable is the loan management practices mainly loan appraisal, collection policy, credit risk control and membership vetting and enrollment. The explained variable is the financial performance of U-SACCOs expressed by profitability, liquidity and capital adequacy with   the intervening variable which is financial statements.
[bookmark: _Toc479612594]
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Figure 1: Conceptual framework
Source: Researcher (2023)
The figure 2.1 indicates how   loan management practices  relate to financial performance of U-SACCOS via  financial statement  as an intervening variable.
3. [bookmark: _Toc366698508][bookmark: _Toc366747410]RESEARCH METHODOLOGY






















3.1 Research Design 
A research design includes the strategy used to carry out a scientific study. A study design explains  the  type of a study and sub type like research question, hypotheses and the variables (Robson, 1993). This research aims at describing the data and the characteristics of the relationship between loan management practices and the financial performance of U-SACCOs. It also implies critical thinking and evaluation of the factor and data in relation to the conducted study. 
For this research, the design enabled to describe, identify and assess the topic under study. This research study used quantitative data.  Quantitative data employ statistics to express outcomes achieved in quantitative expressions. Practically most quantitative researches use  factors of both descriptions and explanations beginning with a descriptive statistical summary of hypothesis and causal relationships.
Quantitative designs were employed  to  evaluate impact  of loan management practices on financial performance of U.SACCOs in Nyanza District with case study of U-SACCOs of Busoro, Kigoma, Nyagisozi, Kibirizi and Rwabicuma sectors to be the representative elements for all U-SACCOs in Nyanza District. 
[bookmark: _Toc191654807][bookmark: _Toc192679108][bookmark: _Toc192684772][bookmark: _Toc192846306][bookmark: _Toc202556753][bookmark: _Toc331064293][bookmark: _Toc365520220][bookmark: _Toc365529681][bookmark: _Toc366698518][bookmark: _Toc366747420][bookmark: _Toc433286283]3.2 Target population 
[bookmark: _Toc390359433]Population is explained as all people or things from where the sample for studying was chosen to represent the whole population (Lawrence, 1990). The population also means all items in the  set to which results from testing the sample will be generalised.  According to Umurenge SACCO Policies (2023), every Umurenge SACCO is governed by elected board members grouped into four independent committees namely board of directors composed by 5 members, credit committee composed by 5 members, supervisory committee composed by 3 members and lastly tender committee composed by 5 members and senior staff is composed by manager, internal auditor, accountant, loan officer, loan recovery and heard cashier. Consequently, the population of this research is 30 senior staff and 90 members of elected organes of Umurenge SACCO of Busoro, Kigoma, Nyagisozi, Kibirizi and Rwabicuma.
[bookmark: _Toc123839741][bookmark: _Toc130795138][bookmark: _Toc192700462][bookmark: _Toc194675272]Table  1: Population of the study
	Target population
	Number of people

	Members of elected organs
	90

	senior staff
	30

	Total
	120


Source: Umurenge SACCO Policies (2023) 
[bookmark: _Toc191654808][bookmark: _Toc192679109][bookmark: _Toc192684773][bookmark: _Toc192846307][bookmark: _Toc202556754][bookmark: _Toc77634818]3.3  Sample design
According to (Osuala, 2015) a sample is a limited number of items selected from the large population and sampling techniques help to conduct research by choosing units that represent the whole population. The present research is directed in five U-SACCOS with 90 elected board members and 30 senior staff. To determine the sample dimension  to stand for  whole population; the fact finder uses the formula of  (Yamen, 1967); Formula:[image: ][image: ]  With n is the size to be sampled, N means the size of population of the study while e symbolizes margin error equal to 5% and confidential interval of 95%. However, the size of a sampled population is obtained as                     90/ [1+90(0.05)2] + 30/ [1+30(0.05)2] =90/1.225 +30/1.075 = 74+28=102.  Therefore, elected board members selected are 102 and senior staff are 28. The following table indicates the population and proportionate sample size to get the sample representing elected members and senior staff. 
[bookmark: _Toc123839742][bookmark: _Toc130754335][bookmark: _Toc130795139][bookmark: _Toc192700463][bookmark: _Toc194675273]Table  2:Target population and sample size 
	No
	Respondents
	Targeted population
	Sampled

	1
	Elected board members 
	90
	74

	2
	Senior staff  
	30
	28

	3
	Total
	120
	102


Source: Field Study, (2023)
Sampling Techniques that were used to select 102 respondents among 120 target population.; Stratified sampling technique was established; under this technique respondent was selected based on the goals of being achieved.
3.4 Data collection and analysis
The researcher used a questionnaire to collect information from 74 elected board members and 28 senior staff. The researcher analyses the data after they have been processed. Answers given by the respondents was subjected to the process and edit by using SPSS version 21 and Microsoft excel to make the interpretation easy. For data analysis, the model specification is created to show how loan management practices (x) and financial performance (y) of U-SACCOs in Nyanza District are related.  y = a + b1x1+b2x2+b3x3+b4x4+b5x5 + e where y stands for financial performance expressed by net profit margin, return on equity, return on asset, liquidity ratio and capital adequacy ratio. x1 stands for loan appraisal, X2 collection policy, x3 membership vetting and enrollment; x4 credit risk assessment and x5 analysis of an applicant’s TransUnion report; a  being constant coefficients; b1 coefficient of loan appraisal, b2 stands for coefficient of collection policy, b3 stands for coefficient of membership vetting and enrollment, b4 stands for coefficient of credit risk assessment and b5 stands for coefficient of analysis of an applicant’s TransUnion report and e stands for error term.
4. RESEARCH FINDINGS AND DISCUSSION 
This represents the analysis, interpretation and discussion of research findings. With respect to the main objective of the study, researcher described all findings based on each specific objective to respond all research questions and the findings are presented in tables.
4.1 [bookmark: _Toc191654818][bookmark: _Toc192679119][bookmark: _Toc192684783][bookmark: _Toc192846317][bookmark: _Toc202556765]Socio- demographic characteristics of respondents
This part represents the demographic of the respondents mainly it represents their classification according to gender, marital status, ages, educational level and working experiences based on the time they have served Umurenge SACCO. All respondents were in total 102 including 74 board members and 28 employees of Umurenge SACCO of Busoro, Kibirizi, Kigoma, Nyagisozi and Rwabicuma. The questionnaire turn rate was 100% of participants who provided the answers during research.
[bookmark: _Toc191653023][bookmark: _Toc192849643][bookmark: _Toc194675090][bookmark: _Toc151070934][bookmark: _Toc151071018]Table 3: Socio- demographic characteristics of respondents  
	Variables (N=102
	          Frequency(n)
	Percent (%)

	Ages

	18-25 age
	                                   13
	12.7

	26-35 age
	                                   31
	30.4

	36-45 age
	                                    53
	                                52

	Above 45
	                                     5
	                                 4.9

	Sex 

	Female
	                                      43
	      42.2

	Male
	                                      59
	57.8

	Marital status

	Single
	                                        27
	                                  26.5

	Married
	                                             74
	72.5

	Divorced
	                                      1
	                                   1

	Education level

	Certificate of advanced level in accounting or related field
	                                      31
	 30.4

	Bachelor’s degree in accounting or related field
	                                        68
	  66.7

	Above bachelor’s degree                                                                                     
	                                         3                 
	2.9

	Working ages

	1-3 years                                                                                           
	23
	22.5

	4-7 years                  
	44
	43.1

	Above 7 years
	35
	34.1

	
	
	

		
	
	


Source: Primary data (2024)

The characteristics of respondents regarding gender, marital status, educational background and working experience is summarized in Table 3. 
 The researcher wanted to be sure that all gender categories participated in the study. It was done to establish fairness in answers provision; the male respondents were 59 and female were 43 who represent 57.8 and 42.2 percent respectively. Among the respondents 74 were married, 27 were single and 1 was divorced and the married respondents represent 72.5, single respondents represent 26.5 and divorced one represents 1 percent of respondents. The marital status was established to present the categories of respondents who provided answers during research. In the same way, the researcher established the age brackets of respondents to be sure that all age ranges participated in the study and make sure that they provide clear and helpful information to the research. According to the age ranges, the respondents aged between 18-25 years were 13 who represent 12.7%, the respondents aged between 26-35 years were 31 and they represent 30.4%, the respondents aged between 36-45 years were 53 and they represent 52 %, the respondents aged above 45 years were 5 and they represent 4.9% of all respondents. The age of respondents helps to know that the participants are mature enough to take a rational decision. The researcher was also interested in knowing the level of education of participants in research. Research shows that respondent that only attended primary school was 1 who represents 1%, respondents who got Certificate of advanced level in accounting or related field (A2) were 31 who represent 31.4%, respondents who have diploma in accounting or related field were 11 and they represent 10.8 %, respondents who have Bachelor’s degree in accounting or related field were 56 who represent 54.9% . The respondents who have Above bachelor’s degree were 3 and they resent 2.9 % of all respondents. 
The education level of participants shows that the respondents are well trained to well govern and manage the USACCOS in Nyanza District. The researcher also wanted to know the period for which the respondent worked with Umurenge SACCO in board committee or in management staff.  
The findings showed that the respondents who served between one and three years, four and seven years and above seven years were 23 who represent 22.5 % ,44 who represent 43.5 % and 35 who represent 34.3 respectively. 
4.2 [bookmark: _Toc191654819][bookmark: _Toc192679120][bookmark: _Toc192684784][bookmark: _Toc192846318][bookmark: _Toc202556766]Presentation of findings
The research focused on the effect of loan management practices on the financial performane of Umurenge SACCO in Nyanza District with a case study of Umurenge SACCO of Busoro, Kibirizi, Kigoma, Nyagisozi and Rwabicuma. The specific objectives were to examine the loan management practices used   by Saving and Credit cooperatives in Nyanza District; to examine the indicators of financial performance of U-SACCOs in Nyanza District and to determine the effect of loan management practices on the financial performance of U-SACCOs in Nyanza District. The findings indicated by data collected from specified Umurenge SACCOS were discussed and presented with respect to followed specific objectives.

[bookmark: _Toc191654820][bookmark: _Toc192679121][bookmark: _Toc192684785][bookmark: _Toc192846319][bookmark: _Toc202556767]4.2.1 Effective loan management practices used by Umurenge SACCO in Nyanza District
The first objective for this study was to examine the loan management practices used   by Umurenge Saving and Credit cooperatives in Nyanza District. The question was to indicate the effective loan management practices that are mostly used by U-SACCOs in Nyanza District among loan appraisal, collection policy, membership vetting and enrollment, credit risk assessment and analysis of an applicant’s TransUnion report. Proposed loan management practices and views were presented to the respondents and the findings are shown in Table 4
[bookmark: _Toc194675091]Table 4.:  Description of loan management practices mostly used in U-SACCO in Nyanza District
	Variables (n=102)
	Frequency(n)
	                  Percent (%) 

	Loan appraisal

	Strongly agree
	100
	98

	Agree
	2
	2

	Collection policy

	Strongly agree
	101
	99

	Agree
	1
	1

	Membership vetting and enrollment

	Strongly agree
	100
	98

	Agree
	                                                 2
	2

	Credit risk assessment

	Strongly agree
	99
	97.1

	Agree
	3
	2.9

	 Analysis of an applicant’s TransUnion report

	Strongly agree
	100
	98

	Agree
Neutral                                                                                                                               
	  1
1
	1
1


	
	
	


Source: Primary data (2024)
The finding collected regarding the effective loan management practices are presented in Table 4. Respondents tolaling to  100 and representing 98 % of respondents strongly  agreed that  loan appraisal is used in the loan management while 2 respondents who represent 2 % of respondents agreed that laon appraisal is mostly used in loan management. 
Collection policy is also used in loan management whereby 101 respondents who represent 99 % of respondents strongly agreed that it is mostly used in loan management, 1 respondent who represents 1%  agreed that collection policy is effective loan management practice. Membership vetting and enrollement is one of the loan management practices. 
Different respondents gave their views where by 100 respondents representing 98 %  strongly agreed that membership vetting and enrollment is effective loan management practice and 2 respondents representing 2% agreed that membership vetting and enrollment is mostly used asloan management practice. Among the respondents, credit risk assessment was strongly agreed and agreed up on 97.1 and 2.9 parcent respectively to be an effective loan management practice.  Lastly 100 respondents representing 98% of respondents strongly agreed that the analysis of an applicant’s transunion report is effective loan management practice that they use in loan management, 1 respondents representing 1 % of respondents  agreed that the analysis of an applicant’s transunion report is the effective loan management practice mostly used in the loan management and 1 respondent representing 1% of respondents was neutral vis a vis the analysis of the applicant’s transunion report as loan management practice.
[bookmark: _Toc191654821][bookmark: _Toc192679122][bookmark: _Toc192684786][bookmark: _Toc192846320][bookmark: _Toc202556768]4.2.2 Indicators of financial performance in U-SACCOs in Nyanza District

The financial performance is the most concern of any MFIs. The performance is viewed in various indicators. Table 5 indicates the indicators of financial performance used by Umurenge saving and credit cooperatives in Nyanza district.



[bookmark: _Toc194675092]Table 5: Indicators of financial performance in U-SACCOs in Nyanza District
	Variables (n=102)
	                            Frequency(n)
	                  Percent (%) 

	Net Profit Margin

	Strongly agree
	100
	98

	Agree
	2
	2

	Return On Equity

	Strongly agree
	101
	99

	Agree
	1
	1

	Liquidity Ratio

	Strongly agree
	101
	99

	Agree
	                                                 1
	1

	Return on Asset

	Strongly agree
	100
	98

	Agree
	2
	2

	 Capital Adequacy ratio

	Strongly agree
	100
	98

	Agree
Neutral                                                                                                                               
	  1
1
	1
1


	
	
	


Source: Primary data (2024)

Table 5 presents the indicators of financial performance used by U-SACCOs Nyanza district. One hundred respondents representing 98% of respondents strongly agreed that net profit margin is the indicator of financial performance whereas 2 respondent representing 2 %of respondents agreed that net profit is the indicator of financial performance. One hundred and one respondents representing 99 % of respondents  strongly agreed that return on equity and liquidity ratio is the indicator of financial performance in U-SACCO and 1 respondent representing 1 % of the respondents agreed that return on equity  and liquidity ratio is an indicator of financial performance respectively.One hundred respondents representing 98 % of respondent strongly agreed that return on asset and capital adequacy ratio are indicators of financial performance used in U-SACCOs and two respondents agreed that return on asset is an indicator of financial performance whereas one respondent agreed that capital adequacy ratio is an indicator of financial performance and one respondent was neutral vis a vis the capital adequacy ratio as an indicator of financial performance.  
 Return on Asset was confirmed to be an indicator of financial peformance at 48 % and 52% whereby respondents agreed and strongly agreed respectively. Respondents agreed at 49 % and strongly agreed thatreturn on equity is an indicator of the financial performance of USACCO in Nyanza District. Liquidity ratio and capital adequation ratio were also agreed to be indicators of financial performance of USACCO in Nyanza District. Respondents agreed at 54.9 % and 50 % that liquidity ratio and capital adequacy ratio are indicators of financial performance respectively. Respondents also strongly agreed at 45.1% and 50 % that liquidity and capital adequacy ratio are indicators of financial performance respectively. 

[bookmark: _Toc191654822][bookmark: _Toc192679123][bookmark: _Toc192684787][bookmark: _Toc192846321][bookmark: _Toc202556769]4.2.3 The effect of loan management practices on the financial performance of U-SACCOs in Nyanza District

The third objective of the study was to determine the effect of loan management practices on the financial performance of U-SACCOs in Nyanza District. The table 6 illustrates bivariate association between independent and dependent variables.
[bookmark: _Toc192684788][bookmark: _Toc192846322]

[bookmark: _Toc202556770]4.2.3.1 Bivariate association between loan management practices and financial performance of U-SACCOs in Nyanza 
[bookmark: _Toc170380750]Under the bivariate association of dependent variable to the independent variable, we describe the odd ratio, p-value and 95% confident interval. In bivariate, associations were tested using Pearson’s chi-square tests.
[bookmark: _Toc194675093]Table 6 Bivariate association between positive effect of loan appraisal and financial performance 
	Variables          Category
	A (%)
	N(%)     SA %
	         X2
	       P-value

	NPM 

	
	     A
	1(1)
	1(1)
	24.490
	0.039

	
	     SA
	  1(1)
	          99 (97)     
	
	 

	
	
	
	
	
	

	ROE

	
	     A
	0(0)
	2(2)
	0.020
	0.980

	
	     SA
	1(1)
	99(97)
	
	

	ROA

	
	     A
	0(0)
	2(2)
	0.041
	0.961

	
	     SA
	2(2)
	98 (96)
	
	

	
	
	
	
	
	

		Liquidity ratio

	
	    A
	0 (0)
	            2 (2)
	0.020
	0.980

	
	    SA
	1 (1)
	99(97)
	
	

	Capital adequacy ratio

	
	    A
	 0(0)
	     0(0)      2(2)
	0.041
	0.980

	
	    SA
	 1(1)
	    1(1)    98(96)
	
	

	
	
	
	
	 
	 


Source: Primary data (2024)



Table 6 provides bivariate analysis of positive effect of loan appraisal on financial performance of U-SACCOs in Nyanza District. Net profit margin, p= 0.039 indicating a significant association between a positive effect of loan appraisal on net profit margin. 
Return on Equity, p=0.980 showing no significant association between a positive effect of loan appraisal on return on equity. Return on Asset, p=0.961 showing no significant association between a positive effect of loan appraisal on return on Asset.  
Liquidity ratio, p=0.980 showing no significant association between a positive effect of loan appraisal on liquidity ratio. Capital adequacy ratio, p=0.980 showing no significant association between a positive effect of loan appraisal on capital adequacy ratio. 
[bookmark: _Toc194675094]Table 7:  Bivariate association between positive effect of collection policy and financial performance 
	Variables          Category
	A (%)
	N(%)     SA %
	         X2
	       P-value

	NPM 

	
	     A
	0(0)
	1(1)
	0.020
	0.980

	
	     SA
	  2(2)
	          99 (97)     
	
	 

	
	
	
	
	
	

	ROE

	
	      A
	0(0)
	1(1)
	0.010
	0.990

	
	     SA
	1(1)
	100(98)
	
	

	ROA

	
	      A
	1(1)
	        0(0)
	50.945
	0.020

	
	      SA
	1(1)
	   100(98)
	
	

	
	
	
	
	
	

		Liquidity ratio

	
	    A
	0 (0)
	            1 (1)
	0.010
	0.980

	
	    SA
	1 (1)
	100(98)
	
	

	Capital adequacy ratio

	
	  A
	 0(0)
	     0(0)      1(1)
	0.020
	0.990

	
	  SA
	 1(1)
	    1(1)    99(97)
	
	

	
	
	
	
	 
	 


Source: Primary data (2024)



Table 7 provides bivariate analysis of positive effect of collection policy on financial performance of U-SACCOs in Nyanza District. Net profit margin, p= 0.980 indicating no significant association between a positive effect of collection policy on net profit margin. Return on Equity, p=0.990 showing no significant association between a positive effect of collection policy on return on equity. Return on Asset, p=0.020 showing a significant association between a positive effect of collection policy on return on Asset.  
Liquidity ratio, p = 0.980 showing no significant association between a positive effect of collection policy on liquidity ratio. Capital adequacy ratio, p=0.990 showing no significant association between a positive effect of collection policy on capital adequacy ratio. 
[bookmark: _Toc194675095]Table 8: Bivariate association between positive effect of membership vetting and enrollment and financial performance 
	Variables          Category
	A (%)
	N(%)     SA %
	         X2
	       P-value

	NPM 

	
	      A
	0(0)
	2(2)
	0.041
	0.961

	
	      SA
	  2(2)
	          98(96)     
	
	 

	
	
	
	
	
	

	ROE

	
	       A
	1(1)
	1(1)
	50.495
	0.020

	
	      SA
	0(0)
	  100(98)
	
	

	ROA

	
	      A
	0(0)
	                    2(2)
	0.041
	0.961

	
	      SA
	2(2)
	   98(96)
	
	

	
	
	
	
	
	

		Liquidity ratio

	
	     A
	0 (0)
	            2 (2)
	0.020
	0.980

	
	     SA
	1 (1)
	99(97)
	
	

	Capital adequacy ratio

	
	    A
	 0(0)
	     0(0)      2(2)
	0.041
	0.980

	
	    SA
	 1(1)
	    1(1)    98(96)
	
	

	
	
	
	
	 
	 


Source: Primary data (2024)

Table 8 provides bivariate analysis of positive effect of membership vetting and enrollment on financial performance of U-SACCOs in Nyanza District. Net profit margin, p= 0.961 indicating no significant association between a positive effect of membership vetting and enrollment on net profit margin. Return on Equity, p=0.020 showing a significant association between a positive effect of membership vetting and enrollment  on return on equity. Return on Asset, p=0.961 showing no significant association between a positive effect of membership vetting and enrollment on return on Asset.  
Liquidity ratio, p = 0.980 showing no significant association between a positive effect of membership vetting and enrollment on liquidity ratio. Capital adequacy ratio, p=0.980 showing no significant association between a positive effect of membership vetting and enrollment on capital adequacy ratio. 



[bookmark: _Toc194675096]Table 9 : Bivariate association between positive effect of credit risk assessment and financial performance 
	Variables          Category
	A (%)
	N(%)     SA %
	         X2
	       P-value

	  NPM 

	
	      A
	1(1)
	2(2)
	15.825
	0.058

	
	      SA
	  1(1)
	          98(96)     
	
	 

	
	
	
	
	
	

	  ROE

	
	      A
	0(0)
	3(3)
	0.031
	0.971

	
	      SA
	1(1)
	  98(96)
	
	

	  ROA

	
	       A
	0(0)
	          3(3)
	0.062
	0.942

	
	       SA
	2(2)
	   97(95)
	
	

	
	
	
	
	
	

		Liquidity ratio

	
	      A
	1(1)
	            2 (2)
	33.327
	0.029

	
	      SA
	0 (0)
	99(97)
	
	

	Capital adequacy ratio

	
	     A
	 0(0)
	     0(0)      3(3)
	0.062
	0.970

	
	     SA
	 1(1)
	 1(1)       97(95)
	
	

	
	
	
	
	 
	 


Source: Primary data (2024)



Table 9 provides bivariate analysis of positive effect of credit risk assessment on financial performance of U-SACCOs in Nyanza District. Net profit margin, p= 0.058 suggesting a marginal association between a positive credit risk assessment on net profit margin. 
Return on Equity, p=0.971 showing no significant association between a positive effect of credit risk assessment   on return on equity. Return on Asset, p=0.942 showing no significant association between a positive effect of credit risk assessment   on return on Asset.  Liquidity ratio, p = 0.029 showing a significant association between a positive effect of credit risk assessment on liquidity ratio. Capital adequacy ratio, p=0.970 showing no significant association between a positive effect of credit risk assessment on capital adequacy ratio. 
[bookmark: _Toc194675097][bookmark: _Hlk191654121]Table 10 : Bivariate association between positive effect of analysis of applicant’s TransUnion report and financial performance 
	Variables          Category
	A (%)
	N(%)     SA %
	         X2
	       P-value

	  NPM 

	
	       A
       N
	0(0)
0(0)
	1(1)
1(1)
	0.041
	0.980

	
	      SA
	  2(2)
	          98(96) 
    
	
	 

	
	
	
	
	
	

	  ROE

	
	      A
	0(0)
	1(1)
	0.020
	0.990

	
	     N
     SA
	0(0)
1(1)
	  1(1)
              99(97)
	
	

	   ROA

	
	     A
	0(0)
	          1(1)
	0.041
	0.980

	
	    N
    SA
    
	0(0)
2(2)     
	         1(1)
              98(96)
	
	

	
	
	
	
	
	

		 Liquidity ratio

	
	    A
	0(0)
	            1 (1)
	0.020
	0.990

	
	    N
    SA
	0 (0)
1(1)
	            1 (1)
              99(97)
	
	

	
 Capital adequacy ratio

	
	   A
	 1(1)
	     0(0)      0(0)
	204
	0.000

	
	    N
   SA
	 0(0)
0(0)                
	    1(1)      0(0)
     0(0) 98(100)
	           
	

	
	
	
	
	 
	 


Source: Primary data (2024)


Table 10 provides bivariate analysis of positive effect of analysis of an applicant’s TransUnion report on financial performance of U-SACCOs in Nyanza District. Net profit margin, p= 0.980 showing no significant association between a positive effect analysis of an applicant’s TransUnion report on net profit margin. 
Return on Equity, p=0.990 showing no significant association between a positive effect of analysis of an applicant’s TransUnion report   on return on equity. Return on Asset, p=0.980 showing no significant association between a positive effect of analysis of an applicant’s TransUnion report on return on Asset.  Liquidity ratio, p = 0.990 showing no significant association between a positive effect of analysis of an applicant’s TransUnion report on liquidity ratio. Capital adequacy ratio, p=0.000 showing a significant association between a positive effect of analysis of an applicant’s TransUnion report on capital adequacy ratio. 
[bookmark: _Toc192684789][bookmark: _Toc192846323][bookmark: _Toc202556771]4.2.3.2 Multivariate analysis of the effect of loan management practices on financial performance of U-SACCOs in Nyanza 
Under the multivariate analysis of the effect of loan management practices on the financial performances of U-SACCOs in Nyanza District, we describe the odd ratio, p-value and 95% confident interval. The model summary, ANOVA, and coefficients of loan management practices on financial performance of U-SACCOs are presented in different tables. 





[bookmark: _Toc194675098]Table 11 : Model summary of multivariate analysis of loan management practices on financial performance
	DV
	Model 
	R
	       R Square
	Adjusted R Square
	Std. Error of the Estimate

	NPM
	1
	0.700a
	0.491
	0.464
	0.102

	ROE
	1
	0.815a
	0.665
	0.647
	0.059

	Liquidity ratio
	1
	0.572a
	0.327
	0.292
	0.083

	Capital adequacy ratio
	1
	1.000a
	1.000
	1.000
	0.000

	ROA
	1
	0.704a
	0.495
	0.469
	0.102


 Source: Primary data (2024)

Table 11 provides information on whether the loan management practices explain the financial performance of U-SACCOs in Nyanza District with the value of Adjusted R Square. In this model, loan management practices explain 46.4%, 64.7%, 29.2%, 100% and 46.9% of the variance in NPM, ROE, liquidity ratio, capital adequacy ratio and return on asset respectively.


[bookmark: _Toc194675099]Table 12: ANOVA analysis of loan management practices on financial performance
	DV
	Model
	Sum of Squares
	df
	Square
	F
	P-value

	NPM
	1
	Regression
	0.962
	5
	0.192
	18.492
	0.000

	
	
	Residual
	0.999
	96
	0.010
	
	

	
	
	
	
	

	ROE
	1
	Regression
	0.658
	5
	0.132
	38.039
	0.000

	
	
	Residual
	0.332
	96
	0.003
	
	

	
	
	
	

	Liquidity ratio
	1
	Regression
	0.324
	5
	0.065
	9.318
	0.000

	
	
	Residual
	0.667
	96
	0.007
	
	

	
	
	
	
	

	Capital adequacy ratio
	
1
	
Regression
	4.912
	5
	0.982
	
	.

	
	
	Residual
	0.000
	96
	0.000
	
	

	
	
	
	

	ROA
	1
	Regression
	0.971
	5
	0.194
	18.854
	0.000

	
	
	Residual
	0.989
	96
	0.010
	
	

	
	
	
	
	
	 
	 
	 


Source: Primary data (2024)

[bookmark: _Hlk191577940][bookmark: _Hlk191578120]Table 12 provides information on about whether this model significantly predicts the financial performance of U-SACCOs in Nyanza District with the values of” F “and” sig.” Loan management practices are statistically significant in explaining the financial performance of U-SACCOs in Nyanza District at the level of p=0 as F-value is 18.492 with df=96; p=0 as F-value is 38.039 with df=96; p=0 as F-value is 9.318 with df=96; p=0 as F-value is 0 with df=96, p=0 as F-value is 18.854 with df=96 for NPM, ROE, Liquidity, capital adequacy and ROA and the p- value is less than 0.001 respectively. 
[bookmark: _Toc194675100]

Table 13 : Coefficients analysis of loan management practices on financial performance
	DV
	Model
	
	Unstandardized Coefficients
	Standardized Coefficients
	t
	P-value

	
	
	
	B
	Std. Error
	Beta
	
	

	
	
	
	
	
	
	
	

	NPM
	1
	(Constant)
	
	1.733
	0.782
	
	2.217
	0.029

	
	
	Positive_effect_of_Loan_appraisal
	
	0.664
	0.084
	0.664
	7.948
	0.000

	
	
	Positive_effectof_Collection_policy
	
	-0.004
	0.103
	-0.003
	-.035
	0.972

	
	
	Positive_effect_of_Membership_Vetting_enrollment
	
	-.336
	0.084
	-0.336
	-4.017
	0.000

	
	
	Positive_effect_of_Credit_risk_assessment
	
	.330
	.060
	0.402
	5.512
	0.000

	
	
	Positive_effect_of_Analysis_of_applicants_transunion_report
	
	-.002
	.046
	-0.003
	-.046
	0.963

	ROE
	1
	(Constant)
	
	3.400
	.451
	
	7.543
	0.000

	
	
	Positive_effect_of_Loan_appraisal
	
	-0.336
	.048
	-0.472
	-6.965
	0.000

	
	
	Positive_effectof_Collection_policy
	
	-0.004
	.059
	-0.004
	-.060
	0.952

	
	
	Positive_effect_of_Membership_Vetting_enrollment
	
	0.664
	.048
	0.935
	13.783
	0.000

	
	
	Positive_effect_of_Credit_risk_assessment
	
	-0.004
	.035
	-0.006
	-.103
	0.918

	
	
	Positive_effect_of_Analysis_of_applicants_transunion_report
	
	-.002
	.027
	-0.005
	-.081
	0.936

	Liquidity 
	1
	(Constant)
	
	3.333
	0.639
	
	5.220
	0.000

	Ratio
	
	Positive_effect_of_Loan_appraisal
	
	7.658E-18
	0.068
	0.000
	.000
	1.000

	
	
	Positive_effectof_Collection_policy
	
	-1.687E-17
	0.084
	0.000
	.000
	1.000

	
	
	Positive_effect_of_Membership_Vetting_enrollment
	
	-2.408E-17
	0.068
	0.000
	.000
	1.000

	
	
	Positive_effect_of_Credit_risk_assessment
	
	.333
	0.049
	0.572
	6.820
	0.000

	
	
	Positive_effect_of_Analysis_of_applicants_transunion_report
	
	-1.222E-17
	0.038
	0.000
	.000
	1.000

	Capital 
	1
	(Constant)
	
	0.000
	0.000
	
	
	

	adequacy 
	
	Positive_effect_of_Loan_appraisal
	
	0.000
	0.000
	0.000
	
	

	Ratio
	
	Positive_effectof_Collection_policy
	
	0.000
	0.000
	0.000
	
	

	
	
	Positive_effect_of_Membership_Vetting_enrollment
	
	0.000
	0.000
	0.000
	
	

	
	
	Positive_effect_of_Credit_risk_assessment
	
	0.000
	0.000
	0.000
	
	

	
	
	Positive_effect_of_Analysis_of_applicants_transunion_report
	
	1.000
	0.000
	1.000
	
	

	ROA
	1
	(Constant)
	
	.200
	.778
	
	.257
	0.798

	
	
	Positive_effect_of_Loan_appraisal
	
	-.007
	.083
	-0.007
	-.086
	0.932

	
	
	Positive_effectof_Collection_policy
	
	.989
	.102
	0.703
	9.694
	0.000

	
	
	Positive_effect_of_Membership_Vetting_enrollment
	
	-.007
	.083
	-0.007
	-.086
	0.932

	
	
	Positive_effect_of_Credit_risk_assessment
	
	-0.011
	0.060
	-.013
	-0.180
	0.858

	 
	
	Positive_effect_of_Analysis_of_applicants_transunion_report
	
	-0.006
	0.046
	-.010
	-0.140
	0.889


Source: Primary data (2024)
Table 13 provides the information about whether each loan management practice significantly predicts the financial performance of U-SACCOs in Nyanza District. Consequently, we check the” Sig” column if any of p-values for loan management practices are smaller than 0.05. Loan appraisal significantly predicts net profit margin with p value= 0.000 and return on equity with p value= 0.000. Collection policy significantly predicts return on asset with p value= 0.000. Membership vetting and enrollment significantly predicts net profit margin with p value 0.000 and return on equity with p value=0.000.  
Credit risk assessment significantly predicts net profit margin with p value =0.000 and liquidity ratio with p value= 0.000. In multivariate analysis, loan management practices affect positively at least one indicator of financial performance of U-SACCO in Nyanza District except the analysis of an applicant’s TransUnion report that has coefficient with p value which is greater than 0.05 for all indicators of financial performance. Coefficients of all loan management practices do not have p value for capital adequacy ratio. It means that p value is considered too high to be statistically significant.  Based on the findings, we can generate the models:
(1) NPM= 1,733+0.664x1 – 0.336x3 + 0.330x4   
[bookmark: _Hlk197510184]This means that an increase of one unit in loan appraisal leads to an increase of 0.664 in net profit margin holding other variables constant. This outcome agrees with findings in the  study by (Mulyungi, 2020) that loan appraisal positively affects the financial performance of Guaranty Trust Bank. An increase of one unit in membership vetting and enrollment leads to a decrease of 0.336 unit in net profit margin holding other variables constant. An increase of one unit in credit risk assessment leads to an increase of 0.330 unit in net profit margin holding other variables constant. 
This outcome corresponds to the study by  (Nsengiyumva & Harelimana, 2020) that established that an increase of customer assessment and  credit risk mostly determine the profitability of Nkungahara SACCO.
(2) ROE= 3,400 - 0.336x1 + 0.664x3
This means that an increase of one unit in loan appraisal leads to a decrease of 0.336 in return of equity. An increase of one unit of in membership vetting and enrollment leads to an increase of 0.664 unit in return on equity holding other variables constant. This outcome agrees with findings in the study by  (Nsengiyumva & Harelimana, 2020) that stated an increase of members determines the profitability of Nkungahara SACCO.
(3) Liquidity ratio= 3,333 + 0.333x4
[bookmark: _Hlk197498559]This means that an increase of one unit in credit risk assessment leads to an increase of 0.333 unit in liquidity ratio; holding other variables constant. 
(4) ROA= 0.200 + 0.989x2 
This means that an increase of one unit in collection policy leads to an increase of 0.989 unit in return on asset; holding other variables constant. 
This outcome agrees with the study by (Nsengiyumva & Harelimana, 2020) which states that an increase of collection procedures mostly determine the profitability of Nkungahara SACCO. 
Based on the models, an increase of one unit in loan appraisal leads to an increase of 0.664 unit in net profit margin and a decrease of 0.336 unit in return on equity; it means that an increase of one unit in loan appraisal leads to net increase of 0.328 unit in financial performance. 
An increase of one unit in membership vetting and enrollment leads to a decrease of 0.336 unit in net profit margin and an increase of 0.664 unit on return on equity; it means that an increase of one unit in membership vetting and enrollment leads to a net increase of 0.328 on financial performance. 
5. CONCLUSION AND RECOMMENDATION
5.1 Conclusion
The effective loan management is a critical component of a comprehensive approach to risk management and essential to the long-term success of any financial institution. The result showed that most of respondents agreed and strong agreed that loan management practices that they most use in loan management are loan appraisal, collection policy, membership vetting and enrollment, credit risk assessment and analysis of an applicant’s TransUnion report. Most respondents strongly agreed and agreed that net profit margin, return on equity, return on asset, liquidity ratio and capital adequacy ratio are the indicators of financial performance. Bivariate association between loan management practices and financial performance indicates that those variables are significantly associated with p-value less than 0.05. Multivariate analysis indicates that loan management practices predict the financial performance of U-SACCOs. ANOVA analysis shows that all loan management practices under study significantly predict all indicators of financial performance under study. Information provided in model summary indicates that loan management practices explain the financial performance with values of Adjusted R Square. Coefficients analysis shows that all loan management practices significantly predict financial performance with p-value less than 0.05 except analysis of applicant’s Transunion report whose p-value is greater than 0.05 for all indicators of financial performance.



[bookmark: _Toc191654827][bookmark: _Toc192679129][bookmark: _Toc192684795][bookmark: _Toc192846329][bookmark: _Toc202556780]5.3 Recommendations
[bookmark: _Toc191654828][bookmark: _Toc192679130][bookmark: _Toc192684796][bookmark: _Toc192846330][bookmark: _Toc202556781]5.3.1 To Busoro, Kibirizi, Kigoma, Nyagisozi and Rwabicuma U-SACCOs
Based on the findings of the effect of loan management practices on the financial performance of Umurenge saving and credit cooperatives, the governance and the management must train the personnel and elected board members as some of them were neutral against the proposed statement may be because they do not know the relationship between the variable.
[bookmark: _Toc402140703][bookmark: _Toc428239425][bookmark: _Toc433465412][bookmark: _Toc459745557][bookmark: _Toc467157969][bookmark: _Toc29970805][bookmark: _Toc191654829][bookmark: _Toc192679131][bookmark: _Toc192684797][bookmark: _Toc192846331][bookmark: _Toc202556782]5.3.2 To Future Researchers
The future researchers are advised to take this document as reference by considering other elements to also show the deterimanants of  financial performance of microfinance institutions, and accomplish what the researcher did not reach. The given topics to be accomplished are: 
· The contribution of 5c’s model on timely loan repayment in U-SACCOs
· The contribution of borrower’s specific factors on the financial performance of U-SACCOs.
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