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ABSTRACT:- There have been some research on corporate governance in SACCO‟S as revealed in the 

literature review but this study seeks to investigate the corporate governance in SACCO‟S in the southern part 

of Malawi. The research attempts to solve corporate governance issues hindering the growth and sustainability 

of SACCO‟s, the effects of poor governance, and recommend ways of improving corporate governance. The 

study selected 10 managers from different SACCO‟S in the southern part of Malawi as respondents of the 

questionnaire and a qualitative approach was used to analyse the data. The interviewed participants commented 

that with good governance the SACCO will be able to grow leading to an improved performance in operations 

with growth and profitability as by-products. With good governance practices the image of the company would 

be enhanced and have an ability to win investor confidence. Good corporate governance requires people with 

reputable integrity who can propel the business to greater heights. The overall recommendation is that there is 

need for training and demarcation of duties between management and the board of directors for smooth running 

of the SACCO‟S.  
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I. INTRODUCTION 
 Corporate governance is an idea that included practices that involved the association of administration 

and control of organisations (Mwanja, Marangu, Wanjere and Thuo, 2014:125). Corporate governance is the 

method by which an association is coordinated and controlled. Corporate governance along these lines alluded 

to the procedures by which associations would be coordinated, controlled and considered responsible (Mwanja 

et al, 2014:125). Corporate governance included power, responsibility, stewardship, authority, course and 

control practiced in enterprises (Mwanja et al., 2014:125). It mirrored the cooperation among those people and 

gatherings, which gave assets to the organisation and added to its execution, for example, shareholders, 

representatives, lenders, long haul suppliers and subcontractors (Brownbridge, 2007, cited by Wasike, 2012:1). 

Corporate governance might be seen as the arrangement of interlocking standards by which companies, 

shareholders and management oversee their conduct (Saad, 2010:20). These standards allude to individual firm 

characteristics and the components that permit organisations to keep up sound management even where open 

and private foundations could be generally weak (Saad, 2010:20). Such components may incorporate a 

partnership's possession structure, its associations with partners, money related straightforwardness, and data 

revelation practices, and also the arrangement of its overseeing boards (Saad, 2010:20). Savings and Credit 

Cooperatives (SACCO‟s) are growing in Malawi and therefore the whole continent thereby assisting in the 

promotion of economic improvements and the wellbeing of society. The SACCO‟s are run by members who 

choose other members to be their leaders. The problem is that the members who are chosen lack leadership 

skills and as such there are problems in running of the SACCO‟s due to poor governance. Good corporate 

governance in SACCO‟S would lead to the realisation of the objectives of the SACCO which is the creation of 

wealth for sustained economic growth and development. For effective governance to take place there is need for 

the Board to help by guiding management on strategic issues who will then execute them. However, if there is 

no cooperation between the Board and management, it results in objectives not being met leading to poor 

profitability. The Board of Directors have too much power on operations compared to the strategic management 

of the SACCO‟s. Most SACCO‟s are limited on doing the same old things, which reads to no creativity within 

the SACCO and management is not empowered to run the SACCO‟s leading to poor governance resulting in 

poor performance of SACCO‟s. The study seeks to investigate how improvements in corporate governance can 

help SACCO‟s be sustainable.  

 

II. PROBLEM STATEMENT 
 Though SACCO‟s could be applauded for their financial acumen, they do face a number of problems 

which inhibit them to grow, due to challenges such as lack of clarity and incorrect rules which separates 
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management from making right decisions, unqualified people in management, lack of managerial skills, 

membership failure and boards acting in the best interest of another party (Odera, 2012:89). In short the 

mainproblem facing SACCO‟s today is corporate governance. Thus in this case, the SACCO‟s are entrusted 

with a fiduciary obligation which entails taking care of money or property. The research therefore wants to 

examine the challenges in corporate governance facing SACCO‟S, how they affect growth of the SACCO‟s and 

to make recommendations on areas of improvements which can sustain the growth of SACCO‟s in Malawi.  

 

1.3 Research Questions  
The following questions were generated for this study:  

 What are the factors which lead to poor governance and management of SACCO‟s?  

 What is the role of the board and management in the SACCO‟s operations?  

 What are the effects of poor governance on SACCO‟s?  

 What is SACCO‟s financial performance in view of poor governance and management?  

 What ways can be used to improve Corporate Governance in Savings and Credit Cooperatives 

(SACCO‟s)?  

 

1.4 Significance of the study  
 Africa, and the whole world today, is experiencing the growth of savings and credit cooperatives. 

These organizations have to run smoothly in order to assist their members. In Malawi most people are opting to 

join SACCO‟S because they are saving their money for the future and they also benefit by getting dividends 

when the SACCO is profitable. Therefore with good corporate governance practices SACCOS will be managed 

well and in the end members will be happy. Moreover, the study will help board of directors and management to 

know their responsibilities, the general membership will be happy, and there will also be growth of the 

SACCO‟s. The study will also benefit SACCO‟s who are having corporate governance issues. So that they can 

improve in areas where they are lacking knowledge, for example if there is conflict between management and 

the Board with issues concerning managing the SACCO.  

 

III.  LITERATURE REVIEW 
 Heenetigala (2011) defined corporate governance as the framework by which firms were coordinated 

and controlled. It was concerned with the obligations and duties of an organisation's governing body to 

effectively lead the organisation, and their association with its shareholders and alternative groups (Heenetigala, 

2011). It is moreover defined as a procedure in which shareholders incited management in acting to their 

greatest advantage, giving a level of financial specialist certainty that was important for the capital markets to 

work effectively (Heenetigala, 2011). All in all, corporate governance was being considered as having 

fundamental ramifications for the development prospects of an economy as a consequence of right organisation 

governance practices cut back risks for financial specialists, pulling in venture capital and enhancing execution 

of organisations (Heenetigala, 2011:3). Labie and Mersland (2011) cited in Munyi and Njiru (2015:902) have 

defined company governance “as a system or set of mechanisms by that an organisation is directed and 

controlled so as to succeed in its mission and objectives”. Therefore, governance components incorporate seeing 

the activities, strategies and choices of firms and their operators. Corporate administration rehearses had been 

influenced on account of attempting to adjust the interests of partners. Mersland and Strom (2009) have 

contended that SACCOs were for the most part portrayed by a few objectives, nonetheless however contrasting 

in perspective of items, strategies, social needs and their conduct in regards to benefit looking for. As indicated 

by OECD standards corporate administration was a framework by which business organisations were 

coordinated and controlled (Heenetigala, 2011). The corporate administration structures determined the 

dissemination of rights and obligations among various members in the partnership, for example, the board, 

chiefs, shareholders and different partners, and spells out the tenets and techniques for settling on choices on 

corporate issues. By doing this, it gave the structure through which the organization targets were set, and the 

method for accomplishing those goals and observing execution (Heenetigala, 2011). The primary motivation 

behind corporate administration is to achieve responsibility and make preparations for approaching calamities. 

As pointed out by Labie and Perilleux (2008:8), credit unions have not had much consideration not surprisingly 

by a microfinance organisation. Today, organisation administration shortcomings of credit unions have 

prompted a few impediments and requirements to their improvement (Labie and Perilleux, 2008:8). SACCO is 

the short form for Savings and Credit Co-operative (Borda-Rodriguez and Vicari, 2014). There was no 

difference between a credit union and a SACCO and the term “credit union” was generally not used in Africa to 

avoid confusion with various other movements (Borda-Rodriguez and Vicari 2014:10). A Savings and Credit 

Co-operative (SACCO) was a democratic, unique member driven, self-help cooperative. It was owned, 

governed, and managed, by its members who had the same common bond: working for the same employer, 

belonging to the same church, labor union, social fraternity or living/working in the same community (Savings 



An Investigation on Corporate Governance in Savings and Credit Cooperatives (SACCO’s) in Southern Malawi 

*Corresponding Author: Aliya Hallett
1
              www.aijbm.com                                                 3 | Page 

and Credit Co-operative League of South Africa, 2013, cited by Borda-Rodriguez, and Vicari, 2014). 

Management and supervision was needed to help in safeguarding owners from the opportunistic actions of the 

decision making (Odera, 2012:95). Thus, when ownership has been distributed among several, such as duringa 

SACCO, it becomes expensive for decision makers to be monitored because some of these owners lacked the 

skills and information which could help in supervisory activities, and find it more economical to delegate 

management to defend their interests (Odera, 2012:95). Corporate governance was connected to financial 

execution (Brownbridge, 2007). The way administration and control were sorted out influences the 

organisation's execution and its long run aggressiveness. Accordingly, corporate governance decided the 

conditions for getting to capital markets and the level of financial specialists' certainty (Brownbridge, 2007). 

The board likewise has the ability to contract and fire and set the pay of the supervisor. Board individuals have 

obligation to sanctions in the event that they have neglected to maintain their guardian duty in call 

administration. Choice standards are plainly spelt out by the SACCO local laws, agreeable and saving money 

laws, business contract code, bookkeeping standards, prudential laws, and authoritative planning frameworks 

(Odera, 2012)  

 

3.1 Overview of Corporate Governance  
 It has been contended that the approach of advancement in the 1990s in Africa connection has 

empowered cooperatives to create as bona fide part controlled and business–oriented associations which thus 

have enhanced the prosperity of defenceless individuals (Borda-Rodriguez and Vicari,2014:15). Be that as it 

may, cooperatives in the African landmass have demonstrated a blended picture regarding execution (Borda-

Rodriguez and Vicari, 2014:15). While there were examples of overcoming adversity, not all cooperatives 

attempts have performed well overtime. Understanding what made cooperatives ready to survive monetary and 

political stuns while keeping up their core functions was vital on the off chance that they expected to address 

their difficulties effectively (Borda-Rodriguez and Vicari, 2014:15.) Corporate governance contained a few 

components of the structure of the management, which included capital, work, market, association alongside 

their administrative instruments (Heenetigala, 2011:10). It additionally included the procedures that associated 

the structures with specialists, including administration control and responsibility, and also runs, directions, laws 

and standardised techniques and standards (Heenetigala, 2011:10). In any case, management was more than 

board procedures and methods, including connections between management, sheets, shareholders and different 

partners, for example, workers and the group (Heenetigala, 2011:10). Heenetigala (2011) saw corporate 

governance as an arrangement of instruments which guaranteed that potential suppliers of outer capital got a 

reasonable profit for their venture, on the grounds that the responsibility for was isolated from their control. 

Good corporate governance shielded a firm from vulnerability to future financial distress (Wambua, 2011:18). 

The case had been advanced time and time again that the governance structure of any corporate entity affected 

the firm's ability to respond to external factors that had some bearing on its financial performance (Wambua 

2011:18). In this regard, it had been noted that well governed firms largely performed better and that good 

corporate governance was of essence to firm‟s financial performance (Wambua, 2011:18). It is believed that 

good governance generates investor goodwill and confidence. Again, poorly governed firms were expected to be 

less profitable. Wambua (2011) also posited that better corporate framework benefitted firms through greater 

access to financing, lower cost of capital, better financial performance and more favourable treatment of all 

stakeholders. They argued that weak corporate governance did not only lead to poor firm financial performance 

and risky financing patterns, but were also conducive for macroeconomic crises like the 1997 East Asia crisis 

(Wambua, 2011). Other researchers contended that good corporate governance was important for increasing 

investor confidence and market liquidity (Wambua, 2011).  

 

3.2 Brief History of SACCO’s in Malawi  
 Enarsson and Wirén (2005) have opined that Savings and Credit Cooperatives (SACCOs) were initially 

advanced in Malawi by the Catholic Church and government in the 1970s to give investment funds management 

to individuals who were not overhauled by the business banks. In perspective of good funds records individuals 

from the SACCOs were over the long haul given transient credits. The improvement of this management was 

upheld by givers and set up a national affiliation named MUSCCO, in 1980 and through this backing to the 

SACCOs was directed (Enarsson and Wirén, 2005:4). Numerous SACCOs were formed at a work place among 

employees who worked for a common employer (Enarsson and Wirén, 2005:4). Deductions both for savings and 

loan repayments were often integrated into the salary/wage preparation (Enarsson and Wirén, 2005:4). The 

member decided how much he/she wanted to save every month or week and the repayments of loans were 

requested by the SACCO in accordance with the loan agreement (Enarsson and Wirén, 2005:4). In contrast, for 

community-based SACCOs, where location was the common bond, members normally came to the society 

themselves to make deposits and loan repayments (Enarsson and Wirén, 2005:4). The SACCOs achieved their 

goals in 2000 when there were 111 credit unions and 66 000 members (Enarsson and Wiré, 2005:5). Amid the 
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most recent 4 years MUSCCO has needed to rebuild its participation. It could no more bolster unsustainable 

SACCOs, which were urged to develop or consolidate, or generally get to be profitable (Enarsson and Wirén, 

2005). In the event that they were not fruitful, they needed to end their operations and participation. Today 

MUSCCO has 57 dynamic SACCOs, which have 55 000 individuals, for a normal participation for every 

SACCO of 970 members (Enarsson and Wirén, 2005:5). The centre business of the development was to give 

investment funds and credit administrations to members (Enarsson and Wirén, 2005:5). The terms and states of 

investment funds and advances are made by the SACCO, regularly basing on an approach affirmed by the AGM 

(Enarsson and Wirén, 2005). Every SACCO has a credit advisory group that supports advances and follows up 

on repayments (Enarsson and Wirén, 2005). Subsequent to being a part for a predefined period, ordinarily 3 to 6 

months, one can apply for a credit, regularly 1.5 times the estimation of the part's shares and reserve funds. A 

few SACCOs offer up to 3 times the quality to individuals who have reimbursed before advances consistently. 

The reimbursement time frame is for the most part 12 months despite the fact that the Cooperative Act permits 

24 months. To the degree an advance depends on investment funds, the bank account is hindered for 

withdrawals (Enarsson and Wirén, 2005). SACCOs were not quite the same as banks and can't work under the 

same enactment. Subsequently, the corporate governance arrangement of SACCOs must react to two 

arrangements of proprietor customers. SACCOs confronted the disagreements in the interests or destinations of 

the savers versus borrowers particularly in SACCOs overwhelmed by net borrowers, the vast majority of the 

proprietors and board individuals who might be principally keen on shabby and simple credits, instead of the 

money related feasibility or benefit of the SACCO (Odera, 2012:95). The blend of borrower-commanded 

SACCOs working in a domain that needed clear governance rules gave an allurement to inappropriate control of 

the credit endorsement and conceding process by executives (Branch & Baker, 1998) referred to by Odera 

(2012:95). Cooperatives development in Malawi was a test. Malawi was one of the poorest countries with an 

unfavourable domain for the private division. Macroeconomic precariousness, high expansion rates (25% at 

August 2012) made the average cost for basic items high for individuals that lived under not exactly a US$ 1.25 

a day (Borda-Rodriguez and Vicari, 2014). Remote trade deficiency, together with fuel and power lack, absence 

of satisfactory talented work, corruption of characteristic assets, for example, land and timberland, are amongst 

the primary difficulties. Furthermore, in the most recent decades Malawi had encountered a few common 

calamities, for example, surges and drafts, extreme starvation and HIV/AIDS pandemic which set the nation in a 

troublesome destitution trap (Borda-Rodriguez and Vicari, 2014). Thus cooperatives in Malawi needed to create 

in this dangerous and questionable environment portrayed by financial, atmosphere and social stuns. 

Understanding what influences their strength was along these lines of essential significance if cooperatives 

somehow managed to survive and created over time (Borda-Rodriguez and Vicari, 2014). 

 

IV.  RESEARCH METHODOLOGY 
 Creswell (2011) defined qualitative research as an inquiry process of understanding a social or human 

problem based on building a complex, holistic picture, formed with words, reporting detailed views of 

informants, and conducted in a natural setting. Creswell (2011) characterized quantitative examination as an 

investigation into a social or human issue in light of testing a hypothesis made out of variables, measured 

numbers and broken down with factual strategies, so as to determine if the gainful speculations of hypothesis 

remain constant. This study followed a qualitative approach because of the number of the organisations chosen 

to take part in the study.  

 

4.1 Research Design  
 A research design that is appropriate is important in determining the type of data, data collection 

technique and sampling procedure (Hair, Money, Samuel, and Page, 2007). This study took the form of 

exploratory approach as it involved a number of SACCO‟s in Southern Region. The survey method was chosen 

because it allows many questions to be asked about the subject and this also helps to provide flexibility in data 

analysis.  

 

4.2 The Research Philosophy  
 A research philosophy is a belief about the way in which data about a phenomenon should be gathered, 

analysed and used. There are two major research philosophies that have been identified namely positivist 

(sometimes called scientific) and interpretivist (also known as anti-positivist) as put forward by (Saunders et al , 

2009). Positivists believe that reality is stable and can be observed and described from an objective viewpoint 

(Cooper and Schindler 2014), i.e. without interfering with the phenomena being studied. They contended that 

phenomena should be isolated and that observations should be repeatable. This often involves manipulation of 

reality with variations in only a single independent variable so as to identify regularities in, and to form 

relationships between, some of the constituent elements of the social world. On the other hand, interpretivists 

have contended that only through the subjective interpretation of and intervention in reality can that reality be 
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fully understood. The study of phenomena in their natural environment is key to the interpretivist philosophy, 

together with the acknowledgement that scientists cannot avoid affecting those phenomena they study (Cooper 

and Schindler 2014). In view of this study, an interpretivist philosophy approach has been followed. 

 

V. RESULTS 
 In this study all 10 participants were interviewed, representing a 100% response rate. The participants 

targeted were SACCO managers and these comprised 7 males and 3 females.  

5.1 Analysis of the Research Findings  
 The study was carried out to investigate Corporate Governance in Savings and Credit Cooperatives 

(SACCO‟s) in Southern Malawi. In order to come up with findings and then recommendations, qualitative 

research approach was used. The researcher also used an interview guide to interview the 10 participants 

sampled for this study. The findings of the study have been quantitatively analysed but are presented 

qualitatively.  

5.2 Identify factors leading to poor governance and management  
 The results revealed that the majority of participants were aware about the definition of governance. 

Out of 10 participants, 6 of them defined governance as the way how a company/firm are being directed and 

controlled and also the power and authority to control and drive affairs of business to achieve its intended 

purpose while 4 others defined it as the values and establishment of policies and continuous monitoring of the 

policies by the members of the governing body. Another question was asked regarding the benefits of good 

governance and management. Since the question was open ended we categorized them into four categories from 

the answers of the respondents. The category of answers were as follows good relationship, separation of roles 

and responsibility, growth of SACCO and improved performance. The participants agreed that where there was 

good governance there will be good relationship between Board of directors and management. 

 

VI. CONCLUSIONS AND RECOMMENDATIONS 
 The information coming from the interviewees has revealed the majority of the participants defined 

governance as the way how a company/firm are being directed and controlled and also the power and authority 

to control and drive affairs of business to achieve its intended purpose while others governance as the values and 

establishment of policies and continuous monitoring of the policies by the members of the governing body. 

When asked on factors leading to poor governance the majority of participants cited lack of education while 

others pointed mainly at lack of leadership skills. The participants further cited conflict of interest and culture as 

also contributing factors towards poor governance. When asked on the benefits of having good governance, the 

majority of participants to this study responded that there will be separation of roles between management and 

Board of directors which will benefit the SACCO and thought that with good governance there will be improved 

performance in the SACCO operations which will lead to growth and profitability. The participants further said 

that there will be high staff retention and reduced conflict. When asked if they knew the role of the Board of 

Directors the participants to the study agreed that the Board was there to guide and set direction to management 

and setting policies which management will follow in their daily operations. This means that the Board of 

Directors role was very important. When asked to respond what they thought were the effects of poor 

governance in SACCO operations the majority of participants responded that the SACCO will have poor 

operations if there was poor governance, will incur losses as well as experiencing no growth. When participants 

asked to share what would be the effects of poor governance on Financial performance of the SACCO, the 

majority of the respondents agreed that there will be no surpluses at the end of the financial year and no 

transparency in the operations of the SACCO and that it would lead to poor performance since there will be no 

growth, loses and employees morale will be affected at work. When asked on their attitudes towards SACCO 

operations, the majority of respondents agreed that it was a good concept. When further asked if good 

governance could lead to effective management of SACCO‟s, the majority of participants agreed that it was 

possible for good governance to lead to the effective management of SACCO‟s, while others did not give a 

proper answer to the question. This means that there were not sure whether good governance could lead to the 

effective management of SACCO‟s. Good corporate governance was very important in organisations. As 

revealed in literature review good governance led to good work operations and business sustainability. This is 

why the interviewed participants said that with good governance the SACCO will be able to grow while and 

there will be improved performance in the SACCO operations which will lead to growth and profitability. The 

participants further said that there will be high staff retention and reduced conflict. With good governance 

practices the image of the company would be enhanced and have an ability to win investor confidence rather 

than personal integrity. Good corporate governance requires people with reputable integrity who can help propel 

the business to greater heights. 
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VII. CONCLUSION 
 Good corporate governance was very important in organisations. The reviewed literature has shown 

that good governance led to good work operations and business sustainability .Transparency and trust would be 

crucial if corporate governance was to be achieved. Besides, need to provide proper and appropriate training to 

all leaders of the SACCO and clearly indicate to them the separation of powers. The board and management 

should be trained on the demarcation of duties between them to avoid the board doing the duties of management 

which may lead to sour relationship. SACCO‟s are run by members who choose other members to be their 

leaders, the problem is the members who are chosen do not have leadership skills as such there are problems in 

running of the SACCO‟s due to poor governance. Good Corporate governance in SACCO‟S would lead to the 

realization of objective of the SACCO which is creation and wealth for sustained economic growth and 

development. For effective governance to take place there is need for the Board to help by guiding management 

on strategic issues who will then execute them. All in all, good corporate governance is good in achieving 

sustainable success of businesses. 
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