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ABSTRACT
Village savings and loan associations (VSLAS) ought to drive strong financial performance so as
to continue extending financial service to the communities. The current study sought to establish
the mediation effect of financial trust on the relationship between financial literacy and financial
performance of VSLASs in Mbale District, Uganda. The specific objectives of the study were: to
examine the effect of financial literacy on the financial performance of Village Savings and Loan
Associations (VSLAS) in Mbale District; to assess the effect of financial literacy on financial trust
among VSLAs in Mbale District; to establish the effect of financial trust on the financial
performance of VSLASs in Mbale District, and to determine the mediating effect of financial trust
in the relationship between financial literacy and the financial performance of VSLAS in Mbale
District. A cross-sectional design was used and data was collected at one point in time. To ensure
the validity and reliability of the research instruments, the study tested for content validity index
and cronbach alpha coefficient and the data was valid and reliable. With a target population of 116
VSLAs, a sample of 90 VSLAs was selected using Yamane’s formula, and data were collected
from VSLAs. The study used a structured questionnaire to gather data from VSLA members. The
study was anchored on the theory of planned behavior to explain the relationship between the study
variables. The data were analyzed using descriptive statistics, correlation and regression analysis.
The findings revealed that financial literacy positively influence both financial trust and financial
performance. Additionally, financial trust was a significant predictor of financial performance.
The results further that financial trust partially mediates the relationship between financial literacy
and financial performance. The study concluded that enhancing financial literacy and building
financial trust within VSLASs can significantly improve financial performance. It is recommends
that fostering financial education and trust-building practices within VSLAS can strengthen group

cohesion and ensure sustained financial success.
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CHAPTER ONE

INTRODUCTION

1.0 Introduction
This chapter entails the background of the study, problem statement, research objectives, research

hypothesis, and significance of the study, as well as the scope and conceptual framework.

1.1 Background

For continued success in serving communities, Village Savings and Loan Associations (VSLAS)
ought to drive strong financial performance (Tugume et al., 2025; Masano, 2025). VSLA is a self-
managed and self-capitalized savings group that operates on the principle of members pooling
their savings and providing loans to each other. Financial performance is important in building
trust among members, and ensuring consistent savings growth. Financial performance refers to the
ability of an organization to effectively manage its financial resources and achieve its financial
goals (Cheng et al., 2025; Zhang, 2025). According to Zhang (2025), financial performance refers
to how effectively an organization manages its resources to generate income, maintain solvency,
and achieve set financial objectives over time. Scholars such as Ahmad and Aliyu (2025), Karlan
and Valdivia (2011) and Ledgerwood and White (2006) argue that financial performance of an
organization is dimensionalized into savings growth, loan repayment rates, and returns on funds.
Studies have revealed that any financial institution (Such as VSLAS) are said to be financially
performing if they are able to grow their savings (Lagu, 2023; Vogel, 2021), clients are able to

repay loans (Kwarteng et al., 2019) and make return on its funds (Pienaah & Luginaah, 2024).
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