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The purpose of this study was to find out the relationship between credit risk management practices on financial performance of SACCOs in Nandi County, Kenya. The data of this study was gathered using a close ended questionnaire which was administered to a sample of 105 SACCO officers from a population of 105 SACCO officers in Nandi County. The sample was purposively selected. One hundred and two questionnaires were returned making a 97% return rate. The researcher used both descriptive and inferential statistical techniques during analysis. The study found that the implementation of credit policies was excellent as the average mean was 3.53. The study also found that the implementation of credit scoring was good as the average mean was 3.436. The study also found that the implementation of credit administration was good as the average mean was 3.415. The study also found that the implementation of credit monitoring was good as the average mean was 3.488. The study found that there was a positive significant relationship between credit risk policies, scoring, administration and monitoring and financial performance (sig = 0.000, 0.000 and 0.002 respectively. Credit policies, scoring, administration and monitoring of the SACCOs in Nandi County have a positive and significant relationship with financial performance. The study, therefore, recommended that SACCOs should use the existing credit policy and should improve on implementation credit risk management practices. 
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CHAPTER ONE
[bookmark: _Toc498404380][bookmark: _Toc12476809][bookmark: _Toc14368749]INTRODUCTION
In this chapter, the background of the project followed by the statement of the problem is presented. Finally, the objective of the study, research questions, significance, scope and the limitations of the study is given. This study was aimed at finding out the relationship between credit risk management practices and financial performance of Savings and Credit Co-Operatives (SACCOs).
Credit risk management can be defined as all the processes involved in identifying, measuring, watching and controlling of risks due from the likelihood in loan default (Wernz & SpringerLink, 2014). This is the loss arising from a loanee’s non-repayment of the principle or interest thereof or both in a timely manner as stipulated in the terms and conditions of the loan contract (Wernz & SpringerLink, 2014). The management of Credit Risk involves practicing credit risk scoring, administration, policies and monitoring. Credit policies are clear, written guidelines that set the terms and conditions for giving out loans, client qualification criteria, procedure for making collections, and steps to be taken in case of customer default to pay (Salas & Saurina, 2012). Credit scoring is an analysis that is performed by SACCOs to access a client’s creditworthiness. SACCOs use credit scoring, among administration, policies and monitoring, to decide on whether to extend or deny loan (Salas & Saurina, 2012). Credit risk administration is the human activity which integrates recognition of risk, risk assessment, developing strategies to manage it, and mitigation of risk using managerial resources whereas credit risk is the risk of loss due to debtor’s non-payment of a loan or other lines of credit (Salas & Saurina, 2012). Credit risk monitoring is the tracking of changes in borrower behavior in order to give notification of potential fraud and creditworthiness within the SACCOs (Wipplinger, 2014). It is poised that management of credit risk practices has a relationship with financial performance which is the degree to which an achievement is being or has been accomplished (Internal Audit Function and Financial Performance of Savings and Credit Cooperative Societies, 2019).
The global economy has witnessed one of the worst financial challenges in modern times and the Kenyan financial sector has not been spared of this crisis. This shaky global financial market requires a wider thinking on how organizations can prevent themselves from the effects of huge financial losses. This has led to a critical examination of the many issues related to the operation of financial institutions to identify the origin of the problem (Poudel, 2012). 
Savings and Credit Co-Operatives (SACCOs) are among the most significant economic sector in modern societies and accounts for a high percentage of the Gross Domestic Product and also plays a large indirect role in national economies. SACCOs mobilizes savings and allocates credit across space and time, and enables households to cope with uncertainties by hedging, pooling, sharing and pricing risks (Nyambere, 2013). Today SACCOs are experiencing unprecedented change in a competitive global environment. Economies of scale that lead to more integrated automation lead to further economies of scope. Technological innovation adds competitive pressures, and provides opportunities for new non-traditional providers. Consumers themselves may be the strongest force of change in the SACCOs since their needs are evolving quickly (Nyambere, 2013).
In the pursuit of better financial performance to meet the needs of clients and profitability, SACCOs are looking for strategies to improve their operational performance and boost their profitability. With the emerged new technologies and competition, SACCOs are determined to reduce their operational cost which enhances their profitability (Ikua, 2012).
When analyzing Sacco’s financial performance, we are concerned with evaluating earnings with respect to a given level of sales / assets / owners’ investment or share value. In doing so, the common performance measure Return on total assets (ROA) and Return on equity (ROE). In this pursuit, of better financial performance, SACCOs are often faced with risks that are mostly of financial nature. SACCOs must balance risks as well as returns (Wambugu, 2010). For a SACCO to have a large consumer base, it must offer loan products that are reasonable enough. However, if the interest rates in loan products are too low, the SACCO will suffer from losses. In terms of equity, SACCOs must have substantial amount of capital on its reserve, but not too much that it misses the investment revenue, and not too little that it leads itself to financial instability and to the risk of regulatory non-compliance (Wambugu, 2010).
[bookmark: _GoBack]The major cause of serious SACCO’s problems continues to be directly related to lax credit standards for borrowers and credit risk management, or a lack of attention to changes in economic or other circumstances that can lead to deterioration in the credit standing of a SACCO's counterparties. This exposure to credit risk continues to be the leading source of problems in SACCOs. It is therefore important to the SACCO’s management to have a keen awareness of the need to identify, measure, monitor and control credit risk as well as to determine that they hold adequate capital against these risks and that they are adequately compensated for risks incurred (Wambugu, 2010).
[bookmark: _Toc498404381][bookmark: _Toc12476810][bookmark: _Toc14368751]Background of the Study
A Savings and Credit Cooperative Organization (SACCO), is a type of cooperative whose objective is to pool savings for the members and in turn provide them with credit facilities (WCCU, 2014). The general objective of SACCOs is to promote the economic interests and general welfare of its members. The pioneers of modern cooperation emerged in working class environments in European Industrial cities of the 19th Century. In the 1840s, the first to industrialize countries (Great Britain and France), pioneers of co-operative invented models of the consumer cooperative and the labor cooperative to defend and promote the interests of working-class families in the face of the social disasters caused by industrial revolution. According to the World Council of Credit Unions (WOCCU) 2014 statistical report, there are 57,000 credit unions in the world spread across 105 countries and 6 continents, having a total of 196,498,738 members and a total of 8.2% penetration rate which is calculated by dividing the total number of reported credit union members by the economically active population age 15-64 years old (WOCCU, 2012). The world’s credit union system has a combined savings of $ 1.5 trillion (US dollars) and an asset base of $ 1.8 trillion (US dollars) out of which $ 1.2 trillion (US dollars) constituted the loan portfolio (WOCCU, 2014).
[bookmark: _Toc498404393]Credit risk is the probability of loss due to a borrower’s failure to make payments on any type of debt. Credit risk management is therefore the practice of mitigating losses by understanding the adequacy of a SACCO’s capital and loan loss reserves at any given time (Saunders & Allen, 2010). One of the main sources of revenue for SACCOs is interest on loans that they lend to members. Through lending, SACCOs serve as a financial intermediary in the development of modern economy where borrowers have no access to capital markets (Murungi, 2014). In accordance with the agreed terms, borrowers are expected to pay back the money lent with interest. Failure to meet the agreed obligations based on the agreed terms, the SACCO will face credit risk (Kipngetich, 2015).
Credit risk management is critical because the global financial crisis put it into the regulatory spotlight. As a result, regulators begin to demand more transparency. They want to know that a SACCO has thorough knowledge of customers and their associated credit risk. It is the oldest and the most important risk that SACCOs are exposed, and as such its management has a direct impact to the financial performance of the SACCO. Performance of a SACCO is based on various factors such as governance, inadequate human resource, weak regulations and supervision, limited products and services, low marketing and innovation and poor image. Financial performance is one of the main measurements of performance in a financial institution. (Brown & Moles, 2014). Researchers of credit risk management practices state that for any financial institution of lending to experience sound financial performance, credit risk management should not be ignored. Therefore, it is in order that all SACCOs apply credit risk monitoring, administration and scoring as tools of credit risk management (Altman & Saunders, 2014).
Some of the popular credit management practices include, credit scoring, credit administration, credit policies and credit risk monitoring. These factors have shown a number of limitations when used on their own by researchers. Wambugu, 2010, Ikua, 2012 and Nyambere, 2013 confirmed that all credit risk management practices should be exercised to ensure effective credit risk management. According to Fatemi and Fooladi (2016), collective practices of credit risk management practices have an ultimate impact on financial performance of SACCOs.
It is of importance to both stakeholders and investors to analyze the determinants of financial performance. According to Gweyi and Karanja (2014), many factors, including how profitable the company is, the risks associated with the business and economic growth are all determinants of the firms market value. According to Karagu and Okibo (2014), the value for shareholders is based on financial performance derived from accounting information. They further argue that financial performance of a SACCO is as a result of its market position and measures how its management can generate profit.
Credit risk scoring is a credit risk management technique that analyzes a potential borrower’s files from previous credits to establish the credit worthiness of that person. Risk scoring is assigned to each borrower indicating his/her risk level in the calibration phase. Kargi (2011) in his study found out that the more discriminative the scoring system is, the better are the customers ranked from high to low risk. Using credit scores, financial institutions determine who are the most qualified for a loan, at what rate of interest, and to what credit limits.
Another practice is establishing an appropriate credit administration. As stated by Tanui et al. (2015), an administration system that is effective and efficient will help upper level management to observe the overall quality of the entire loan and the trend it takes based on extension, service, and collection. They further indicated that the adequacy of credit administration standards, practices, and the extent to which they are followed, largely determines the SACCO's ability to extend, service, and collect loans in a safe and sound manner.
A third and widely used credit risk management practice is establishing credit policies which are institutional methods used for analyzing credit requests and criteria set for the acceptance or rejection of these requests. As Fredrick (2012) stated, the financial performance of all financial institutions are greatly affected by the credit policies of those institutions. Ikua, 2012 and Nyambere, 2013 have attributed that the main cause for adverse financial performance of lending institutions to poor practices of risk management.
And lastly, SACCOs must practice rigorous activities of credit risk monitoring. For a SACCO’s risk monitoring to be effective, it must identify and measure all risk exposures that are material. Duffy and Singleton, (2012) indicated that activities entailing the monitoring of risks must be enhanced by IT facilities that keep managers updated with real time information on the entire loan process, beginning from application to disbursement to successful applicants, and the loan recovery process, this allows for quick decision and actions in the event there is a likelihood of loan loss or some immediate managerial decision to be made.
In Africa, the idea of SACCOs was brought by a Roman Catholic priest, in Jirapa, a town in Ghana, in 1955. Father John McNulty from Ireland had studied in Canada where he learnt about savings and credit co-operative societies. The largest markets in Africa by number of members as of December 31st 2011 are Kenya (4,183,220), Senegal (2,231,117), Ivory Coast (1,705,712), and Benin (1,597,233) (WOCCU, 2012).
SACCOs in Kenya are currently among the leading sources of the co-operative credit for socio-economic development (SASRA, 2013). Cooperatives in Kenya when started had limited membership of white colonial settlers. The first cooperative was established at Lumbwa, present day Kipkelion area. In 1955 colonial officers allowed Africans to form and join cooperatives (Gamba & Komo, 2010). Today, the co-operatives are an integral part of the Government economic strategy aimed at creating income generating opportunities particularly in the rural areas. The co-operative movement has been recognized by the Government as a vital institution for the mobilization of human and material resources for various development progress particularly in the rural areas where the majority of people reside, earning their livelihood mainly from agriculture.
The co-operative movement now contributes well over 45 per cent of Kenya’s GDP and it is estimated that at least one out of every two Kenyans directly or indirectly derives his/her livelihood from the co-operative movement. SACCOs are one of the leading sources of rural finance and in many rural areas the local SACCO is the only provider of financial services. There are 175 SACCOs that are licensed to operate in Kenya (SASRA, 2019).
There are few studies on credit risk management which include: Gisemba (2010) who studied the relationship between credit risk management practices and financial performance of SACCOs in Kenya; Murugu (2010) who studied effects of credit risk management practices on the performance of SACCOs in Nairobi; Hesborn, Onditi and Nyagol (2016) who studied effects of credit risk management practices on the financial performance of SACCOs in Kisii County, and Maritim (2013) who studied the relationship between credit risk management practices and financial performance of micro finance institutions in Kenya.
Credit creation is the main income generating activity for the SACCOs, but this activity involves huge risks to both the lender and borrower. The risk of a member not fulfilling his or her obligation as per the contract on due date or anytime thereafter can greatly jeopardize the smooth functioning of a SACCO’s business. The data from the ministry of industrialization and enterprise development (2015) showed that an average annual increase in the number of defaulters was 44% starting from the year 2011-2015. This is an indication that the financial performance of these SACCOs is deteriorating every year and there is great need for urgent measures to salvage them from eventual demise (Kenya National Bureau of Statistics, 2016). Therefore, the knowledge gap exists as to whether financial performance of SACCOs in Nandi County is determined by the level of credit risk management practices. Thus this study was aimed at identifying the effect of credit risk management practices on financial performance of SACCOs to improve their financial performance.
[bookmark: _Toc14368752]Kenyan Financial Sector
Kenya’s financial sector comprises of deposit taking institutions (commercial banks and mortgage finance companies, microfinance banks and deposit taking Savings and Credit Co-operatives (SACCOs), non-deposit taking institutions (insurance industry, pensions industry, capital markets industry, and Development Finance Institutions) and financial markets infrastructure providers (Financial Sector Deepening-Kenya, 2017). The banking subsector, which comprises of commercial banks, mortgage finance companies and microfinance banks accounted for more than 60 percent of total assets in the sector as at December 2017 (Financial Sector Deepening-Kenya, 2017). In 2017, banking sub-sector was resilient to domestic and external shocks and vulnerabilities. Credit risk was also evident as reflected in growth of Non–Performing Loans (NPLs). The gross NPLs as a ratio of gross loans increased from 9.3% in December 2016 to 11.0% in December 2017 (Financial Sector Deepening-Kenya, 2017).
In particular, return on Assets (ROA) declined from 3.2% in December 2016 to 2.6% in December 2017, while Return on Equity (ROE) also decreased from 24.4% to 20.6% (Financial Sector Deepening-Kenya, 2017). This decline could be attributed to less lending to the private sector given unfavorable business climate in the electioneering period and increase in the cost of deposits. Overall, recovery in global economy, robust regulatory frameworks and certainty in macroeconomic environment balanced out any fragilities and potential risks to the financial sector. This culminated into a stable and resilient financial sector in 2017. After general elections, global growth trajectory strong and global financial markets calmed and domestic financial sector was expected to perform better in 2018 with positive medium term outlook (Financial Sector Deepening-Kenya, 2017).
The balance between economic growth and financial stability is rather delicate. On one hand, economic growth may be stifled in the instance where attention is fully placed on stability, and, on the flipside, hastening towards economic growth can be a recipe for future financial crises. Considering the fact that financial systems stand on unstable ground, they need to be well regulated in order to avert financial crises (Spratt, 2013).
[bookmark: _Toc14368753]Kenyan Financial Regulatory System
In the wake of the global financial crisis, many countries are prioritizing stability by strengthening financial regulation. Although important, this might be at the expense of inclusive growth, especially in poor countries. Without effective regulation, financial systems can become unstable, triggering crises that can devastate the real economy as evidenced by the recent Global Financial Crisis (GFC) that began in 2007 (Spratt 2013).
Similarly, the SACCOs Societies Regulatory Authority (SASRA) effectively regulate, supervise and develop the SACCO industry by promoting sound business practices in order to enhance stability, growth and access to financial services. The SASRA is a semi-autonomous Government Agency under the Ministry of Industrialization and Enterprise Development. It is a creation of the Sacco Societies Act 2008 and was inaugurated in 2009 charged with the prime responsibility to licence and supervise Deposit Taking SACCO Societies in Kenya (SASRA, 2016). The establishment of SASRA falls within the Government of Kenya’s reform process in the financial sector which has the dual objectives of protecting the interests of SACCO members and ensuring that there is confidence in the public towards the SACCO sector and spurring Kenya’s economic growth through the mobilization of domestic saving (SASRA, 2016).
[bookmark: _Toc12476811][bookmark: _Toc14368754]Nandi County
Nandi County is in North Rift of Kenya covering an area of 2,884 square kilometres. It borders Baringo to the east, Vihiga and Kakamega to the west, Uasin Gishu to the north, Kisumu to the south and Kericho to the south-east (Kenya National Bureau of Statistics, 2015). Agriculture is the main economic activity in Nandi County with many households earning a living from this sector. Animal rearing is also practiced with most households opting to keep cattle for both the production of beef and dairy products (Nandi County, 2017). In Nandi County, there are 15 active SACCOs which are licensed and authorized to operate by the County Government (Ministry of Co-operatives, Nandi County, 2018). Nandi County was chosen by the researcher for convenience as it was her County of origin and hence SACCOs in Nandi County were easily accessible to the researcher.
[bookmark: _Toc12476812][bookmark: _Toc14368755]Statement of the Problem
[bookmark: _Toc498404385]The main goal of SACCOs is to promote thrift among its members by affording them an opportunity for accumulating their savings and deposits and create thereby a source of funds from which loans can be given to them exclusively for provident and productive purposes, at fair and reasonable rates of interest; thereby enabling them to use and control their money for their mutual benefit. At the same time, the SACCOs aim to develop a microfinance wing as a way of diversifying their products and services (Langat, Mugo & Otuya, 2013).
SACCOs in pursuit for their goals meet many challenges. The major challenge facing SACCOs is related to poor credit standards and credit risk management leading to deterioration in their credit standings. If not managed, credit risk will continue to result in inherent challenges to the activities of SACCOs. High credit risk can dissuade SACCOs from entering a particular market segment due to lack of adequate credit risk evaluation and management practices (Makori, Munene, & Muturi, 2015).
The researcher point out that balance between the amount of financial resources for stability, performance and profitability comes through effective management of credit risk. Efficient credit risk management processes bring policies preventing losses from uncertainties and enhance liquidity, performance and improve profitability. Credit risk as the major challenge for SACCOs presents vulnerability of its goals. Therefore, it is necessary for SACCOs to have in place comprehensive credit risk management practices and reporting process to identify, measure, monitor, manage, report and control credit risks in order to achieve their goals. 
SASRA report (2016) on the increase of competition and credit risk exposure in recent years showing that SACCOs have not been able to retain their membership and attract new members through natural affiliation, stemming from the common bond among members hence reducing their financial performance. Therefore, they are actively pursuing quantitative approaches to credit risk measurement and are also using credit derivatives to transfer risk efficiently while preserving customer relationships. Consequently, credit risk management practices and financial performance indicators have been adapted (Kisala, 2014).
There has been a challenge on sustainability of SACCOs in Nandi County due to credit risks that this financial institution faces leading to reduced profits. Therefore, the fundamental question is how significant is the credit risk management practices on the financial performance of these institutions. As a result, this study examined the relationship between credit risk scoring, administration, policies and monitoring as the credit risk management practices and the financial performance of SACCOs in Nandi County, Kenya.
[bookmark: _Toc12476813][bookmark: _Toc14368756]Research Questions
This study aimed at assessing credit risk management practices and the financial performance of SACCOs in Nandi County, Kenya. It sought to answer to the following research questions:
1. What is the level of financial performance of SACCOs in Nandi County, Kenya?
2. What are the level of credit risk management practices of SACCOs in terms of:
a. Implementation of credit policies?
b. Implementation of credit scoring?
c. Implementation of credit administration?
d. Implementation of credit risk monitoring?
3. Is there a significant relationship between:
a. Implementation of credit policies and financial performance?
b. Implementation of credit scoring and financial performance?
c. Implementation of credit administration and financial performance?
d. Implementation of credit risk monitoring and financial performance?


[bookmark: _Toc12476814][bookmark: _Toc14368757]Hypotheses
This study tested the following null hypothesis:  
1. There is no significant relationship between implementation of credit risk policies and financial performance of SACCOs in Nandi County, Kenya.
2. There is no significant relationship between implementation of credit risk scoring and financial performance of SACCOs in Nandi County, Kenya.  
3. There is no significant relationship between implementation of credit risk administration and financial performance of SACCOs in Nandi County, Kenya. 
4. There is no significant relationship between implementation of credit risk monitoring and financial performance of SACCOs in Nandi County, Kenya. 
[bookmark: _Toc12476815][bookmark: _Toc14368758]Significance of the Study
It was anticipated that the findings of this study will be important to; 
1. The Credit Unions management and directors as it will provide an insight into the various approaches towards credit risk management techniques, how to effectively handle the issues of credit risk management and how to reduce exposure to the risk. 
2. The government in the developing policy papers, policy making regarding taxation and other regulatory requirements of SACCOs in the country. 
3. The policy maker will know how well to incorporate the findings of this study in the sector effectively to ensure its full participation. 
4. The academicians who will be furnished with relevant information regarding credit risk management practices in SACCOs. 
5. The study will contribute to the general body of knowledge and form a basis for further research in the broader area of credit management.
Justification of the Study
Kimoi, Ayuma and Kirui (2016) did an assessment of planning, implementation, analysis, monitoring and controlling as practices of Credit Risk Management on Organizational Performance of Savings and Credit Co-operative Societies in Eldoret Town Kenya. They found out that SACCOs in Eldoret town use credit risks techniques to ensure profitability and that credit risk identification contributes greatly to organizational performance; this is followed by credit risk analysis. In their study on effect of credit risk policy, client appraisal methods, collateral substitutes and credit risk monitoring as credit risk management practices on the financial performance of SACCOs in Kisii County, Hesborn, Onditi and Nyagol concluded that the SACCOs need credit risk management to prevent their recession and recommended for universal credit policies to the SACCOs, more training on client appraisal, collateralization and credit monitoring, restructuring and supervision of all the SACCOs by the ministry. Credit risk management practices is positively related to financial performance of SACCOs as indicated by these studies but the studies were not focused on the credit scoring, administration, policies and monitoring as credit risk management practices. In Nandi County, there is a lot of default and there are few studies that has been conducted to address this issue (Ruttoh, 2015). This creates a gap for a study focusing on the combination of credit scoring, administration, policies and monitoring practices on financial performance of SACCOs in Nandi County. This study therefore bridges this gap by particularly studying the effect of the above mentioned combination of credit risk management practices on financial performance of SACCOs in Nandi County.
[bookmark: _Toc498404389][bookmark: _Toc12476816][bookmark: _Toc14368759]Theoretical Framework
This study employed credit risk theory, theory of internal control, and portfolio theory.
[bookmark: _Toc12476817][bookmark: _Toc14368760]Credit Risk Theory
This theory was developed by Melton in 1974.  The hypothesis of credit risk theory states that the default events are derived from the asset of an organization which is evolutionary modeled through constant dispersal measurements. The components of this theory are the structural models which are based on the variables of my study. The theory states that the structural models are explained depending on the measurements in relation to a specific issuer. This theory was relevant to this study as it affects the credit risk administration variable because in the process of risk management, if risks are left unmanaged, they can cause a negative impact on stake holder’s value even in SACCOs and it therefore means that good risk administration enhances financial performance.
[bookmark: _Toc12476818][bookmark: _Toc14368761]Portfolio Theory to Credit Risk Management
This study employed portfolio theory. It was developed by Harry Markowitz in 1975. The hypothesis of this theory states that the investor balances risk against expected return to maximize earnings from an entire portfolio (Markowitz, 1959). It has been used by credit unions to study their rate of interest and their exposure to market risk. The main components of this theory are the measurement, portfolio and credit derivative which helps in the efficient transferring of risk as well as maintaining relationship with the customers. As applied to my study, this theory addressed the risk monitory variable through demonstration of organizations’ managing their businesses on a portfolio basis to ensure its performance and profitability to the SACCO.
[bookmark: _Toc515633734][bookmark: _Toc12476819][bookmark: _Toc14368762]Theory of Internal Controls
This theory was developed by Lawrence Sawyer in the 20th Century. The hypothesis of this theory states that the effectiveness of internal controls dictates the safety and sound operations of an organization. The theory has been used to study the procedures and rules followed by SACCOs. The components of this theory are rules, policies, as well as procedures that are internally laid down (Jokipii, 2010). The theory states that policies for guidance, policies and transparency is required to avoid misuse of the cash leading to poor financial status of the SACCOs. The theory is relevant to the study because it affects the variable of policies based on its outline of the internal control policies, procedures, measures and mitigations to be followed in the SACCOs.
[bookmark: _Toc14368763]Power Theory of Credit
This theory was developed by Alfred Mitchell-Innes in 19th century. The hypothesis of this theory states that money and credit/debit are the same thing, seen from different points of view and credit is essential nature of money. The theory has been used to monitor the credit worthiness of clients by SACCOs. The two components of this theory are the idea that money originated as a unit of account for debt, and the position that money creation involves the simultaneous creation of debt. The theory is relevant to this study because it affects the variable of credit score which is used by the SACCOs to assess the potential credit risk of borrowers (Kargi, 2011).
[bookmark: _Toc498404390][bookmark: _Toc12476820][bookmark: _Toc14368764]Conceptual Framework
A SACCO’s sustainability and financial viability depends on sound lending procedures and effective credit risk management practices which involves procedures of understanding risk and risk management. It is a process that encompasses independent and dependent variables. The relationship between the Independent variables and the dependent variable can be diagrammatically explained using the conceptual framework below:
Independent Variables					Dependent VariableFinancial Performance 
Loan default Control
Gross income
Share capital
Loans issued
Dividend/return







		Credit Risk Management Practices
Credit Scoring
Credit Administration
Credit Policies
Credit Risk Monitoring  






[bookmark: _Toc11007774]Figure 1. Conceptual framework.
 Figure 1 above shows the conceptual framework of this study. The four independent variables (credit scoring, credit administration, credit policies and credit monitoring) were posited to have a significant effect on the dependent variable (financial performance of the SACCOs). Credit scoring, administration, policies and monitoring are the practices of credit risk management. These credit risk management, if well practiced in the SACCO, will influence the financial performance of the SACCO. This means that financial performance of the SACCO depends on the practices of credit risk management.
[bookmark: _Toc498404391][bookmark: _Toc12476821][bookmark: _Toc14368765]Scope of the Study
[bookmark: _Toc12476822]This study falls in the area of Financial Institutions (FI's) industry hence it would have some implications on investment, economic growth and social development. The study was conducted in SACCOs within Nandi that have been in operation for more than five years. All the SACCOs officers participated in the study since they were directly involved with the credit management of the SACCOs. The independent variables were credit risk scoring, administration, policies and monitoring which were expected to have effect on the financial performance of the SACCOs as dependent variable. The instrument for data collection for this study was self-administered questionnaires which were distributed to the respondents. 
[bookmark: _Toc14368766]Operational Definition of Terms
Credit risk Management: Credit risk management in this study is the identification, measurement, monitoring and control of risk arising from the possibility of default in loan repayments in SACCOs (Deventer, Imai & Mesler, 2013). 
Financial Performance: It is the measure of how well the SACCOs used assets from its primary mode of business to generate revenues. It measured the financial health of the SACCOs (Association of Accounting Technicians, 2013).
SACCOs: They are autonomous association of persons united voluntarily to meet their common economic, social, and cultural needs and aspirations through a jointly-owned and democratically-controlled enterprise and are registered (SASRA, 2011).
Credit scoring: A credit score is the numerical expression based on a level analysis of a person’s credit files, to represent the creditworthiness of an individual. For this study, a credit score were primarily based on credit report information typically sourced from credit bureaus. 
Credit Administration: It is an oversight of all activities related to the SACCO’s credit process (Jiménez, Ongena, Peydró & Saurina, 2012).
Credit Risk Monitoring: This is a service that tracks changes in borrower behavior in order to give notification of potential fraud and creditworthiness within the SACCOs (Wipplinger, 2014).
[bookmark: _Toc12476823]Credit Policies: These are the set of guidelines that were used to determine which customers were extended credit and billed (Salas & Saurina, 2012).
[bookmark: _Toc14368767]                                          
CHAPTER TWO
[bookmark: _Toc12476824][bookmark: _Toc14368768]REVIEW OF RELATED LITERATURE AND STUDIES
This chapter contains a review of previous studies on credit risk management. It will specifically discuss the credit scoring, credit administration, credit policies and credit risk monitoring as effective to the financial performance. The review is done with the aim of establishing what exists in relation to the area of study and to identify research gaps.
[bookmark: _Toc12476825][bookmark: _Toc14368769]Financial Performance
This is the measurement of the results of operations and policies of a firm in a given time in terms of losses or profit. For a long time, the determinants of performance of a firm have been based on the financial and operating ratios (Ogilo, 2012). However, Sacco’s measurement is based on the efficiency of granting loans and maximum repayment of the possible returns. This is done broadly by analyzing the total loan applicants, total borrowing, time of installments on time, pledges of security on funds that are borrowed and rate at which the areas are recovered. Financial performance of SACCOs can also be viewed in relation to their overall profitability and return on investment. In this study, financial performance of SACCOs will be determined by effective practices of credit risk management (Parast & Fini, 2010).
There are many different stakeholders in a SACCO, including creditors, investors, employees and management. Each group has its own interest in tracking the financial performance of the SACCO. Analysts learn about financial performance from data published by the SACCO known as the annual report. The annual report is a required legal document that should be published by all organizations. The purpose of the report is to provide stakeholders with accurate and reliable financial statements that provide an overview of the SACCO's financial performance. In addition, these statements are audited and signed by the leadership of the SACCO along with a number of other disclosure documents. In this way, the annual report represents the most comprehensive source of information on financial performance made available for investors on an annual basis (Orlitzky et al., 2013).
Financial Performance of a SACCO in a broader sense shows how financial objectives have been accomplished and is an important aspect of risk management in most cases. It measures the results of a SACCO's policies and operations in monetary terms. Through this, the financial health of a SACCO can be measured overall within a given period of time and can also be used to compare similar SACCOS across the same industry (Huselid, 2015).
Parast and Fini (2010) indicate that organizations are looking for strategies to improve their operating performance and enhance their profit levels. Organizations are now more determined to reduce their costs of operations thereby enhancing profits due to the intense competition and advancement of new technologies.
Kiplimo and Kalio (2012) investigated how financial performance of MFIs in Baringo County was influenced by credit risk management practices. The study employed a descriptive research design and was based on a survey of MFIs in Baringo County. The target population in this study was managers and credit officers in MFIs in Baringo County. Census sampling technique was used because all branch managers and credit officers were directly targeted in their study. Their results showed that 53.3% of their respondents indicated that credit risk management practices affected loan performance to a great extent. They went ahead and concluded that there is a positive relationship between credit risk management and performances of the institutions. From the study, a well-managed credit risk increases the financial performances of MFIs in Baringo County. The study therefore concluded that financial performances of MFIs in Baringo County were influenced to a greater extent by credit risk management practices.
Financial performance of SACCOs can be viewed in light of their overall profitability and return on investment. Gisemba (2010) said, when a firm’s profitability is analyzed, we are concerned with evaluating how much a firm earns in proportion to the level of sales, assets employed or the owners’ investment. In doing so, the common profitability measures include the income statements; the return on total assets (ROA), return on equity (ROE), earnings per share (EPS) and the price-earnings ratio (PE). Under the income statement, items on the income statement are expressed as a percentage of sales, which is operating margin, gross margin or profit margin, where gross margin represents the percentage of the sales dollar that remains after the cost of goods sold has been paid. On the other hand, the operating margin is percentage of sales dollars after deducting expenses incurred, excluding taxes interest, while profit margin is a percentage of sales dollar after all expenses, including taxes and interests, have been paid.
Financial performances of SACCOs may be affected by macroeconomic variables such as Gross Domestic Product, Inflation, Interest Rates and Political instability. The GDP trend for instance affects the demand for SACCO products where low demand will result in poor financial performance and high demand will improve financial performance. The goal of credit risk management in this study is to maximize the SACCO's risk and adjust rate of return by maintaining credit risk exposure within acceptable parameters. It is within the researcher’s argument that SACCOs need to manage the credit risk inherent to the entire portfolio as well as the risk in individual credits as transactions (Samiloglu & Demirgunes, 2014). 
[bookmark: _Toc14368770]Measure of Financial Performance
Financial performance is a subjective measure of how well a SACCO can use assets from its primary mode of business and generate revenues over a given period of time. It is used to compare similar SACCOs. This is the capacity to make a profit, i.e generate revenue that exceeds the overall expenditure (all costs, taxes and expenses). Most growing SACCOs ultimately target increased profits (Ogilo, 2012).
There are many ways to measure financial performance of SACCOs, but all measures should be taken in aggregate. Line items, such as revenue from operations, operating income, or cash flow from operations can be used, as well as total unit sales and looking deeper into financial statements and seeking out margin growth rates or any declining debt (Orlitzky et al., 2013). The measurement of financial performance that was adopted by the researcher in this study focused on loans default control, gross income, shares capital, dividends and loans issued; these financial performance measures were more meaningful to SACCOs.
[bookmark: _Toc12476826][bookmark: _Toc14368771]Credit Risk Scoring
Credit scores are designed to make decisions easier for lenders. SACCOs want to know whether or not you’re likely to default on your loan so they look at your borrowing history for clues. For example, they want to know if you have borrowed money before and successfully repaid loans or if you recently have stopped making payments on several loans. It is one of the most crucial processes in financial institution’s credit management decisions. It includes collecting, analyzing and classifying different credit elements and variables to assess the credit decisions. Credit scoring is an analysis performed by lenders and financial institutions to access a person's creditworthiness. Lenders use credit scoring, among other things, to decide on whether to extend or deny credit, limit of how much they can give you and the interest rate that you pay. The lender learns from an individual's borrowing and repayment behavior about his/her type and encapsulates his/her reputation for not defaulting in a credit score. A good credit scoring scale has to be highly discriminative, high scores reflect almost no risk and low scores correspond to very high risk or the opposite depending on the sign condition (Kargi, 2011).
Credit score is a primary determinant of firm cost of debt capital, capital structure, and hence the range of acceptable investment opportunities supported by the theory of internal controls which examines whether a SACCO’s credit ratings is associated with the quality of internal control over financial performance. Researchers of credit scoring in the past focused on measuring the risk that a customer would not fulfill his/her financial obligations and run into payment arrears but recently, this have evolved to loss and exposure risk as well. Originally, the credit approval decision was made using a purely judgmental approach by merely inspecting the application form details of the applicant and commonly focused on the values of the 5 Cs which are character, capital, collateral, capacity and conditions of a customer (Avery et al., 2016).
Credit scoring is applied by SACCOs to assess the potential credit risk of borrowers. A study undertaken by the Economic Commission for Latin America and the Caribbean (ECLAC) found that credit scoring is the most widely and successful tool used to facilitate financing of small and medium enterprises. For years this method has been extensively used in the United States to approve credit cards and other types of personal loans. In the past, lenders rarely used credit scoring to evaluate whether small and medium enterprises were credit worthy (Crawford et al., 2011). SACCOs use credit scoring to determine credit risks during two stages. First, at the beginning of the process that is during the application where a minimum cut-off is introduced, depending on the level of risk and return on investment. Second, SACCOs use credit scoring to calculate the behavioral scoring of businesses to measure other aspects of their performance once their loans have been secured (Crawford et al., 2011).
Credit scoring has been adopted to identify SACCOs that are financially vulnerable and therefore need increased supervisory attention. The rating score is from 1 to 5 with 1 being the strongest and 5 being the weakest. SACCOs with rating of 1 are considered more stable, those with 2 and 3 are considered average and those with rating of 4 or 5 are considered below average and are monitored to ensure their viability (SASRA, 2011). For the year 2017, Mwalimu National SACCO toped new the rating with Sh28.96 billion deposits followed by Stima SACCO with Sh21.9 billion deposits.
After getting a loan, the SACCO report loan activity to credit bureaus and that information is compiled into credit reports. Reading through those reports is time-consuming, and it can be easy to miss important details. With credit scores, a computer program reads that same information and spits out a score, a number of lenders can use to evaluate how likely you are to repay. Instead of spending 20 minutes on each loan applicant, scores take much less effort to generate. Credit scores also can be beneficial to borrowers. Lenders are less able to use subjective judgment when a score tells them most of what they need to know. Therefore, the researcher points out that score shouldn’t discriminate based on how you look or how you act (Langohr & Langohr, 2010).
[bookmark: _Toc12476827][bookmark: _Toc14368772]Credit Risk Administration
The main function of Credit Administration is to make sure that all financing facilities are well documented and fully covered. Credit administration include preparation of all loan documents, record keeping and safe custody of all type of legal documents, arrangement of disbursement of loan facility once security documents are complete, liaising with the SACCO's lawyers, frequently reviewing portfolio/credit and security files (Aremu et al., 2010).
These are the standards and practices followed in extending, servicing, and collecting loans. The credit risk administration feedback loop involves the management and senior staff in the risk identification and must assess, process, as well as to create sound operational policies procedures and systems (Tanui et al., 2015). The credit administration standards should be included in the lending policies of the SACCOs. Credit risk can be mitigated through an effective credit administration. If credit administration is ineffective, it can increase the credit risk (Tanui et al., 2015).
The main aim of credit risk administration is to ensure that the administration of all loans is done in a safe and sound manner. Credit administration standards should also identify other information requirements necessary to evaluate the borrower's credit standing and the steps needed to ensure the reliability of information submitted. Extension, servicing and collection of loans in SACCOs are determined by the standards of credit risk administration and the extent to which those standards are being followed in the SACCO (Salas & Saurina, 2012).
Credit administration is done through the analysis of complete and accurate financial information to accurately identify the risk in loans. The use of the financial information in credit administration helps in administering the risk not only at the inception of the credit but also throughout the term of the loan of servicing and collection activities (Caouette et al., 2011). This practice of credit risk management is based on the theory of credit risk which gives the basic approaches of credit risk administration. As mentioned, effective credit risk administration reduces risk and ineffective risk administration increases risk hence it has both positive and negative influence on the financial performance of the SACCO.
SACCOs are created with the fundamental objectives of deposit acceptance and credit extension for the development and expansion of the real sector of the economy. SACCOs can only remain as a veritable tool for economic growth and wealth maximization if there is a positive correlation between management and objective. Credit Administration and management in any financial market is one basic function of SACCOs that accounts for their large share of income. That banking   operation in Kenya and the world over still come alive today is a function of how effective this key role of SACCOs is being played. The level of performance of service and   realization of objective for which the SACCO is set up is a function of the quality of management policies and procedures followed to achieve these set objectives (Berger & Udell, 2012).
Therefore, it is expedient that SACCO  managers  should  be equipped with better information, principles and techniques required for effective lending rather  that regarding them as a mere guidelines which have limitation. Lending is highly subjective in nature, the final analysis depends on the judgment of the lender, hence in making final judgment, the lender must review all the techniques, principles, and knowledge acquired through environmental and projects analysis. The credit character and prospects of the borrower must also be scrutinized. The qualities of credit administration have direct impact on the SACCO’s effectiveness, the researcher therefore indicates that this could be measured with various parameters as profitability, customer satisfaction, and shareholders’ satisfaction, volume of bad debts, employee motivation and attainment of the general objectives of the SACCO (Berger & Udell, 2015).
[bookmark: _Toc12476828][bookmark: _Toc14368773]Credit Risk Policies
The credit policy is a statement of philosophy, standards, and guidelines that the employees must observe in granting or refusing a loan request. They determine which client the SACCO approved for loans and which was avoided, and must be based on the loaning laws and regulations. In any financial institution, these policies are approved by the board of directors and subjected to annual reviews and correction. Procedures for lending also can be developed by the management having the responsibility of updating the practices of lending in the institution. 
A study by Baliwen (2013) on credit control practices of primary cooperatives in Nigeria, established that 70% of the cooperatives had written policies which they implemented strictly to their members. Each cooperative had a credit committee; however, only few staff engaged in loans. The requirements of the cooperatives for borrowing loans were share capital, guarantors, collaterals, and savings deposit and business plan. Khan and Ahmad (2011) conducted a survey of risk management practices and found that on average the lowest percentage is on the monitoring risk that is 69% score as compared to risk policies at 82.4%.
Credit policies is well supported by the portfolio theory which focuses on the use of approaches that are more quantitative in nature to the management of credit risk, even though the issue of data still remains a challenge to many financial institutions. Credit policies have an immense impact on the financial performance of a SACCO since the policies will be aligned with the objectives of the SACCO geared towards better financial performance through spreading of risk in the market.
Credit policies help govern the lending or credit activities of a SACCO. This relates to loans extended to customers and there are different types of these credit policies which can affect the efficiency and cash flow of the SACCO. The significance of credit policies can be realized in the operational efficiency of credit departments. This is due to a reduction of ambiguity over how to proceed in their functions. Written guidelines allow for clarity and help to provide instruction. Credit policies can also help improve a SACCO's cash flow, depending on the policy type. Tight credit policies can reduce instances of loan default and speed up accounts receivable turnover, thus increasing cash flow. The production and implementation of a credit policy document is an excellent opportunity for credit to get together to decide and define responsibility for solving borrowers’ problems. The credit manager should bring sales staff together and explain issues regarding credit policies (Gertler & Kiyotaki, 2010).
The credit manager in a SACCO may still have fundamental differences of opinion from time to time in respect of the rights or wrongs of credit facilities for an individual borrower. There may be good marketing reasons for trading with a borrower, not always in accord with credit best practice as seen by the credit manager. For this reason, an important feature of a credit policy is the establishment of an arbitrator, usually the Managing Director or CEO. When two sides cannot agree, the arbitrator decides and has the final authoritative say. The researcher agrees that decision can be accepted by both sides and no blame (or reward) is attached to the consequences. In such circumstances, the policy would require such decisions to be officially recorded (Van Wijnbergen, 2013).
[bookmark: _Toc12476829][bookmark: _Toc14368774]Credit Risk Monitoring
Credit monitoring activities are post-sale measures taken to further shield the SACCO from credit risk exposure. According to Zhang (2012), credit risk monitoring refers to the employment of various methods to reduce the risk of default to lenders. He argues that, credit risk monitoring can be achieved through risk based pricing, adjusting the cost of credit according to the strength of the borrower, credit tightening and diversification and purchasing credit insurance. Credit risk monitoring is possible by taking measures to provide coverage for credit exposure such as taking collateral, guarantees and other methods that supplement the borrower’s credit standing and enhance the quality of the credit exposure (Shafique et al., 2013).
A SACCO should have in place a system for monitoring the condition of individual credits. Key indicators of credit condition should be specified and monitored to identity and report potential problem credits. These would include indicators from the following areas: Financial position and business conditions, conduct of accounts, loan covenants, external rating and market price. In addition to monitoring the above risk indicators, an institution should also monitor the use of funds to determine whether credit facilities are drawn down for their intended purposes (Essend, 2013).
The credit risk monitoring solutions help SACCOs to establish economically efficient and technically appropriate risk management and risk controlling systems that comply with the regulatory requirements. Risk classification models can be used to identify and to monitor major risks on a regular basis, establishing probabilities of default and defining risk classes. The deployment of solutions provides risk reporting systems with access to potentially valuable data sources and allows them, for example, to assess structural changes of underlying risk patterns (migrations) (Jiménez & Saurina, 2014).
In times of economic turmoil, weaknesses of credit risk monitoring in SACCOs have become very apparent. Shortcomings are most evident in securities and collateralized debt obligations. Implementing an intelligent credit risk monitoring solution would enable SACCOs to quickly and accurately calculate and manage critical risk, while meeting regulatory and soloed requirements. 
The global financial crisis presented by 55% and the credit crunch that is experienced put credit risk management into the regulatory spotlight. As a result, regulators began to demand more credit risk monitoring. They wanted to know that a financial institution has thorough knowledge of customers and their associated credit risk. To comply with the more stringent regulatory requirements and absorb the higher capital costs for credit risk, many SACCOs are overhauling their approaches to credit risk. But SACCOs who view this as strictly a compliance exercise are being short-sighted. Better credit risk monitoring also presents an opportunity to greatly improve overall performance and secure a competitive advantage (Duffie & Singleton, 2012).
Risk monitoring by Fatemi, (2010), indicated that a typical risk monitoring process consists of two components; financial monitoring and qualitative monitoring. Financial monitoring consists of monitoring of financial; data available for the credit applicant, the monitoring of annual financial statements has a central position in this context. Mostly financial monitoring is carried out by credit analysts, there should be a general guideline stipulating that the monitoring is confirmed by the person in charge of the organizational unit supplying the module for credit monitoring when this module is handed over to the credit officer managing the exposure (Eldelshain, 2015).
This practice of credit risk management is supported by the theory of internal controls which describes operation of an institution to be safe and sound when it is based on the risk monitoring. According to this theory, a strong risk monitoring will help the SACCOs to meet their long-term objectives. Therefore, financial performance required for achieving the long-term objectives depends heavily on strong risk monitoring.
[bookmark: _Toc12476830][bookmark: _Toc14368775]Relationship between Financial Performance and Credit Risk Management
Organizations are well advised to use sound risk management practices when planning for the future so as not to deplete their assets (Emenike, Bashabe & Christian, 2018) because companies cannot survive with increased loss and expense ratios. Preventing losses by taking precautionary measures is a key driver of profitability and a key element in reducing risks (Bezzina, Grima & Mamo, 2014). Given the importance of risk management in functioning of companies, the efficiency of its risk management is expected to significantly influence its financial performance. 
The goal of credit risk management is to maximize a financial institution risk adjusted rate of return by maintaining credit risk exposure within acceptable parameters. Financial institutions need to manage the credit risk inherent to the entire portfolio as well as the risk in individual credits as transactions (Afriyie & Akotey, 2012). Credit risk management should be at the center of financial institutions operations in order to maintain financial sustainability and reaching more clients. Despite these facts, over the years there has been increased number of significant financial institutions problems in both, matured as well as emerging economies (Basel, 2014). Financial institutions problems, mostly failures and financial distress have afflicted numerous financial institutions, many of which have been closed down by the regulatory authorities. Among other factors, weakness in credit risk management has all along been cited as the main cause for financial institutions problems (Langkamp, 2014).
Since exposure to credit risk continues to be the leading source of problems in financial institutions world-wide, financial institutions and their supervisors should be able to draw useful lessons from past experiences. The financial institutions should now have a keen awareness of the need to identify measure, monitor and control credit risk as well as to determine that they hold adequate capital against these risks and that they are adequately compensated for risks incurred (Giordani, Beccalli & Anolli, 2013). Pazarbasioglu (2011), believes that the best warning signs of financial crises are proxies for the vulnerability of the banking and corporate sector. The researcher from the above discussion adds that the most obvious indicators that can be used to predict financial crises are those that relate directly to the soundness of the financial sector.
[bookmark: _Toc14368776]Empirical Literature
Many studies argue that risk management matters for financial performance firms (Santomero & Babbel, 2011). In a survey of the largest financial institutions based in the US, it was found that identifying counterparty default risk is the single most-important purpose served by the credit risk models utilized. Minority of banks currently utilize either a proprietary or a vendor-marketed model for the management of their credit risk (Santomero & Babbel, 2011).
In a study carried out on four Sweden banks, it was found that better credit risk management results in better bank performance. The summary of the findings was as follows "Thus, it is of crucial importance that banks practice prudent credit risk management and safeguarding the assets of the banks and protect the investors' interests (Hosna, Manzura & Juanjuan, 2012).
Bayyoud and Sayyad (2015) did a study to establish the link between Credit Risk Management and Profitability of Investment and Commercial Banks in Palestine. Explanatory design was used to assess the casual effect relationship between the research variables. A regression model was used to analyze the quantitative data while structured interview was conducted on bank managers to collect qualitative data. The study revealed no relationship of credit risk management on profitability of commercial and investment banks of Palestine.
Gisemba (2010) studied the linkage of credit risk management practices and financial performance of SACCOs in Kenya. He uses descriptive research on a sample of 41 SACCOs. The data was analyzed using linear regression technique and he concluded that SACCOs use various approaches before awarding credit to clients to minimize loan losses. There exists a gap in that he generalized on all SACCOs yet some are subject to SASRA regulation.
According to Pagano and Volpin (2010), risk management is an important function of firms in creating value for shareholders and customers. The corporate finance literature has linked the importance of risk management with the shareholder value maximization hypothesis. This suggests that a firm will engage in risk management policies if it enhances shareholder value (Sensarma & Jayadev, 2011).

[bookmark: _Toc12476831][bookmark: _Toc14368777]Summary of the Identified Knowledge Gap
This chapter reviewed credit scoring, administration, policies and risk monitoring and their relationships with financial performance. It has also reviewed how these risk management practices have been applied in relation to respective theories. Studies have been carried out by Kimoi, Ayuma and Kirui (2016) and Hesborn, Onditi and Nyagol (2016) relating to credit risk management, but they have not exhaustively examined the effect of the combined credit risk management practices on the financial performance of SACCOs. In addition, these studies have not been carried out in Nandi County, Kenya. As a result, this study set out to examine same by critically analyzing credit risk management practices and how they can be used by SACCOs in Nandi County to improve their performance and suggest ways in they can further adapt and innovate to create the optimal risk management culture.














[bookmark: _Toc498404403][bookmark: _Toc12476832][bookmark: _Toc14368778]

CHAPTER THREE
[bookmark: _Toc12476833][bookmark: _Toc14368779]RESEARCH METHODOLOGY
[bookmark: _Toc498404415]This chapter on research methodology contains research design, target population, sample size and sampling procedures, validity and reliability of instruments, ethical consideration and statistical treatment of data.
[bookmark: _Toc498404405][bookmark: _Toc513717129][bookmark: _Toc12476834][bookmark: _Toc14368780]Research Design
This study used descriptive cross-sectional research design where data was gathered at a particular point in time with the intention of describing the nature of existing conditions, identifying the standards against the existing conditions, comparing and determining relationship that exists between the specific events (Saunders et al., 2009). The validity of the research was given by descriptive nature of the research design where findings were more generalized to a larger population. The study also used correlation design to determine the relationship between credit risk management practices and financial performances of the SACCOs.
[bookmark: _Toc498404406][bookmark: _Toc12476835][bookmark: _Toc14368781]Population and Sampling Techniques
The population of this study was all the SACCOs in Nandi County. There are 15 active SACCOs in Nandi County (Ministry of Co-operatives, Nandi County, 2018). The SACCO officers were selected from all these SACCOs (Nandi County, 2018). The selected officers were accountants, cashiers and managers.
[bookmark: _Toc14368782]Sample Distribution
The population of the study was all the SACCOs in Nandi County. The SACCOs are distribute through ought the County in various Sub-Counties. All the SACCOs were visited by the researcher to get the number of officers.
[bookmark: _Toc11922051]
Table 1
Sample Distribution
	SACCO
	Population

	Boresha SACCO
	10

	Nandi Hekima SACCO
	10

	The Appine SACCO
Le-Sabibu SACCO
Trans-Elite SACCO
Lelchego SACCO
Kolege SACCO
Nandi Farmers SACCO
Lepesa SACCO
Kabiyet Dairies SACCO
Tanykina SACCO
Nandi Youth Bunge SACCO
Baraton University SACCO
Tafakamu SACCO
Kimbilio Daima SACCO
	5
5
10
5
10
10
5
5
5
10
5
5
5

	Total
	105


Source: Ministry of Co-operatives, Nandi County, (2018).
Accountants, cashiers and managers were purposively chosen for this study since they had better understanding of credit risk management and financial performance of the SACCOs.
[bookmark: _Toc12476836][bookmark: _Toc14368783][bookmark: _Toc498404408][bookmark: _Toc513717132]Sampling Technique
With a target population of 15 SACCOs in Nandi County, the population of accountants, cashiers and managers was small therefore the study took a census where all the 105 respondents were sampled. 
[bookmark: _Toc12476837][bookmark: _Toc14368784]Research Instrument
Primary data for this study was collected using questionnaires. The questionnaires consisted of close ended questions only where the respondents were expected to rate their agreement to a set of questions. Each item in the questionnaire was developed to address specific research objectives. The questionnaire contained close ended questions with Likert scale which were used to scale responses in the study with means ranging from 1-4, where 1=strongly agree, 2= agree, 3= disagree and 4= strongly disagree (Merriam, 2014).
The questionnaire was developed based on the dependent and independent variables of the study. All the research questions were also addressed in the questionnaires. To measure financial performance, respondents were asked to rate the performance of loans default control, gross income, share capital, dividends and loans issued. This was measured by scoring the extent of their agreement on the financial performance. The literature of Ogilo, (2012) and Gisemba (2010) were used in developing these questions. 
This study measured the implementation of credit risk scoring by analyzing the application of credit scoring.  Respondents in the study were asked if their SACCOs apply credit risk scoring to analyze records, evaluate risk, mitigate loss and risk and assist financial decisions. Kargi, (2011) and Crawford et al., (2011) literatures were used in developing these questions.
The study measured the implementation of credit risk administration by analyzing its application in the SACCOs.  Respondents were therefore asked if with credit risk administration, their SACCOs ensures existence of strategy, quality of credit portfolio, issuance of profitable loans, following of policy, reasons are given for acceptance or rejection. The literature of Tanui et al. (2015) and Berger and Udell (2015) were used in developing these questions.
This study measured the implementation of credit risk policies by analyzing its application.  Respondents were therefore asked if the present credit risk policy in their SACCOs manages accounts receivables, reduce default risk, saves time, provides framework, ensures operation consistency, maximize the value, articulate procedures and are according to the client’s needs. The literature of Gertler and Kiyotaki, (2010) were used in developing these questions.
This study measured the implementation of credit risk monitoring by analyzing its application.  Respondents were therefore asked if the credit risk monitoring in their SACCOs is used to analyze risk management practices and monitoring, discover mistakes, assesses the status, address risk materials and ensure credit worthiness. The literature of Essendi, (2013) and Fatemi, (2010) were used in developing these questions.
[bookmark: _Toc498404412][bookmark: _Toc12476838][bookmark: _Toc14368785]Validity of the Research Instruments
Questionnaires were subjected to logical analysis, careful and critical examination to determine whether it represents the objectives and for simplicity and clarity to the respondents. To establish the validity of the questionnaire, the researcher sought opinions of experts in the field of study especially the supervisors and lecturers in the school of Business. This facilitated the necessary revision and modification of the research instrument thereby enhancing validity. The content validity of scale was sought from the supervisor who determined that the test measures what it was supposed to measure through a pilot study (Patten & Bruce, 2010).
[bookmark: _Toc498404413][bookmark: _Toc12476839][bookmark: _Toc14368786]Reliability of the Questionnaire
The questionnaire had the ability to give in the same results on the same or parallel tests to the same individuals under the same situation. This reliability was tested using Cronbach Alpha’s coefficient, a measure of internal regularity on how closely related a set of items are as a group. It is therefore, a coefficient of reliability (or consistency) and when there is a high value of alpha it is used as evidence to show that the items measure principle contrasts. Cronbach’s alpha is a function of the number of test items and the average into correlation among the items. It requires that alpha ranges between 0.80 and 0.90. The higher the score the more reliable the generated scale would be (Bryman & Bell, 2014). The researcher aimed for a Cronbach’s alpha of 0.70 making the research instrument reliable (Mohammadbeigi, Mohammadsalehi & Aligol, 2013).
[bookmark: _Toc12476840][bookmark: _Toc14368787]Pilot study
The pilot study was undertaken to determine the reliability of the research instrument. A pilot sample of 30 respondents was used to gives the number for piloting. The pilot study was undertaken on Stima SACCO, Noble SACCO, Harambee SACCO, Goodlife SACCO and Ukulima SACCO in Uasin Gishu County which were similar to the ones in Nandi County where 30 questionnaires were distributed to the accountants, cashiers and managers. The table below shows the Cronbach’s Alpha coefficient for the pilot study.
Table 2
Cronbach’s Alpha Coefficients
	Variable
	Cronbach’s Alpha Reliability

	Financial performance of SACCOs
	0.742

	Credit Risk Scoring
	0.853

	Credit Risk Administration
	0.720

	Credit Risk Policies
	0.709

	Credit Risk Monitoring
Average
	0.804
0.756



Data Gathering Procedures
Data collection procedures are the series of events to be followed during the data collecting process. The researcher obtained permission from NACOSTI and University of Eastern Africa, Baraton research committee. Then an approval from the department of cooperatives, Nandi County. After obtaining permissions and approval, the researcher personally distributed the questionnaires herself to the respondents. The researcher collected data herself by giving the respondents the questionnaires and allowing them to fill in their response and then she collected the questionnaires later. Respondents were given the questionnaires at their respective work stations because it was convenient for them. Questionnaires were distributed on 21st January 2019 by the researcher. Data was then collected from the respondents by them responding to questions asked in the questionnaires.
[bookmark: _Toc498404411][bookmark: _Toc12476841][bookmark: _Toc14368788]Statistical Treatment of Data
Data gathered was fed into SPSS for statistical analysis. Reliability and validity was tested using Cronbach’s alpha. The researcher used both descriptive and inferential statistical techniques during analysis. Descriptive statistics include the mean, and standard deviation. Inferential statistics included correlation analysis of the relationship between risk management practices and financial performance of SACCOs. The findings were presented in the form of frequency distribution tables and pie charts. This formed the basis of interpretation, discussion, conclusion and recommendations of the research. Statistical treatment of data was designed based on the nature of research questions (Giudici, Ingrassia & Vichi, 2013). This was illustrated in the table below. 
[bookmark: _Toc11007739]Table 3
Statistical Treatment of Research Questions
	Research Question
	Statistical Treatment

	
What is the financial performance of SACCOs in Nandi County, Kenya?
	
Descriptive (Means and Standard Deviations)

	
What are the credit risk management practices of SACCOs?
	
Descriptive (Means and Standard Deviations)

	
Is there a significant relationship between credit risk management practices and financial performance?
	
Correlation Analysis



[bookmark: _Toc498404414][bookmark: _Toc12476842][bookmark: _Toc14368789]Ethical Considerations
For research having people as subjects, there must be consideration of the conduct of the research, and attention given to the ethical issues relating to carrying out research. This study dealt with people as respondents and therefore the researcher assured the respondents of confidentiality. The researcher considered the fact that participation is voluntary and requests them to participate in the study by giving information relevant to the study (Easterby-Smith, Thorpe & Jackson, 2015). They were then presented with the consent form which provided them with the information on the study. The study was also presented to the University of Eastern Africa-Baraton’s ethical committees and NACOSTI before administering the research instruments to the respondents and a letter was obtained from the Graduate School requesting permission to carry out the research.












[bookmark: _Toc474674481][bookmark: _Toc485237616][bookmark: _Toc511815989][bookmark: _Toc12476843][bookmark: _Toc14368790]

CHAPTER FOUR
[bookmark: _Toc474674482][bookmark: _Toc485237617][bookmark: _Toc511815990][bookmark: _Toc12476844][bookmark: _Toc14368791][bookmark: _Toc468006813]PRESENTATION OF FINDINGS, ANALYSIS AND INTERPRETATION
This chapter gives background information relating to the study’s respondents, data analysis and findings on credit risk management practices on financial performance of SACCOs in Nandi County. The data was analyzed using descriptive statistics and findings presented using appropriate graphs, charts and tables.
[bookmark: _Toc474674484][bookmark: _Toc485237619][bookmark: _Toc511815992][bookmark: _Toc12476845][bookmark: _Toc14368792]Demographic Information of the Respondents
For the purposes of this study, the demographic information included: gender, age, level of education and number of years worked. 
[bookmark: _Toc474331990][bookmark: _Toc485237620][bookmark: _Toc511815993][bookmark: _Toc12476846][bookmark: _Toc14368793]Gender of Respondents

[bookmark: _Toc482259889][bookmark: _Toc11007775]Figure 2. Gender of respondents.
The researcher sought to know the gender of the respondents in the SACCOs, this was considered important as in many organizations gender dictates the nature of job an employee does. The figure 2 above outlines the distribution of the respondents in terms of their gender. As indicated, more males (63.7%) than females (36.3%) participated in the study. These therefore indicate a gap between the female and male employees at the credit section in the sampled SACCOs.
[bookmark: _Toc12476847][bookmark: _Toc14368794][bookmark: _Toc474331991]Age

[bookmark: _Toc482259890][bookmark: _Toc11007776]Figure 3. Age of respondents.
The study sought to know the age bracket of the respondents. Age is also one of the determinants factors when it comes to employment and that is why the researcher decided to investigate to determine whether they were young, mature or old. Figure 3 above outlines the distribution of the respondents per age. As indicated, majority of the respondents were aged between 26-35 years old (39.20%) followed by 35-45 (30.40%), followed by 18-25 (18.60%) and lastly 46-55 (11.80%). It was therefore concluded that employees were mature enough to execute issues related with credit well in the SACCOs.
[bookmark: _Toc12476848][bookmark: _Toc14368795]Level of Education

[bookmark: _Toc482259891][bookmark: _Toc11007777]Figure 4. Level of education of respondents.
The study sought to establish the level of education of respondents. This is a demographic feature that affects perception of respondents. It was important to assess the level of education as it is believed that more learned employees can deal with risk management better than the less learned. From Figure 4 above, majority of the respondents (58.80%) had undergraduate degree 23.50% had diploma and 17.70% had master’s degree. The researcher concluded that most of the employees in SACCOs are learned and can understand the issues of credit risk in the SACCOs.
[bookmark: _Toc12476849][bookmark: _Toc14368796]Number of Years Worked

[bookmark: _Toc11007778]Figure 5. Number of years worked by respondents.
This study sought to know the number of years the employees have worked in the SACCOs, since this will indicate the exposure and experience that they have had in the SACCOs and which may relate to the efficiency in their work environment. Experience contributes to individual competence on execution of SACCOs in enhancement of their performance. From Figure 5 above, majority of the respondents (40.20%) had worked for 6-10 years, 27.50 had worked for 1-5 years, 18.60 had worked for 11-15 years and 6.9% of the respondents had worked for less than one year and 16-20 years. The highest numbers of respondents have a good working experience as they have worked with the SACCOs for 6-10 years which shows that they are aware with the organization issues relating to credit risk.
[bookmark: _Toc14368797]Financial Performance of SACCOs
[bookmark: _Toc12476850]Research Question 1: What is the Financial Performance of SACCOs in Nandi 
[bookmark: _Toc12476851]County, Kenya?
The study sought to examine the financial performance of the SACCOs in Nandi County. Respondents were asked to indicate their level of agreement on a scale of 1 to 5 with 1 representing greatly decreased, 2 representing decreasing, 3 representing constant, 4 representing improved and 5 representing greatly improved. The mean scale (financial performance) was interpreted in a range of 1-5 where 1.00 – 1.49 represented greatly decreased (Poor performance), 1.50 – 2.49 represented decreasing (Fair performance), 2.50 – 3.49 represented constant (Good performance), 3.50 – 4.49 represented improved (V. Good performance) and 4.50 – 5.00 represented greatly improved (Excellent performance). 

[bookmark: _Toc11007740]Table 4 
Financial Performance of SACCOs
	
	Mean
	Std. Deviation

	Loans default control
	4.52
	.558

	Gross income
	4.56
	.555

	Share capital
	4.64
	.559

	Dividends/return
	4.58
	.553

	Loans issued
	4.54
	.575

	Financial Performance
	4.568
	           .560



From table 4 above, respondents indicated that share capital, dividends/return, gross income, loans issued and loans default control had greatly improved with means of 4.64, 4.58, 4.56, 4.54, 4.52 and standard deviations of 0.559, 0.553, 0.555, 0.575 and 0.558 respectively.
All the statements had a mean ranging from 4.52 to 4.64. The findings yielded a mean of 4.568 on average and a standard deviation of 0.560 which is a low indicating that the response tends to be very close to the mean. This means that the financial performance of the SACCOs was excellent (4.50 – 5.00 Excellent performance). As indicated by Parast and Fini (2010) that organizations are looking for strategies to improve their operating performance and enhance their profit levels, the findings of this study therefore implies that the SACCOs in Nandi County make profit from their excellent performance.





[bookmark: _Toc14368798]Credit Risk Management Practices
[bookmark: _Toc12476852]Research Question 2: What are the Credit Risk Management Practices of 
[bookmark: _Toc12476853]SACCOs in Nandi County?
[bookmark: _Toc12476854][bookmark: _Toc14368799]Implementation of Credit Policies
When examining the implementation of credit policies as a credit risk management practice, respondents were asked to indicate their level of agreement on a scale of 1 to 4, with 1 representing strongly disagree, 2 representing disagree, 3 representing agree and 4 representing strongly agree. The mean scale (implementation of credit policies) was interpreted in a range of 1-4 where 1.00 – 1.49 represented strongly disagree (Poor implementation), 1.50 – 2.49 represented disagree (Fair implementation), 2.50 – 3.49 represented agree (Good implementation) and 3.50 – 4.00 represented strongly agree (Excellent implementation). 
[bookmark: _Toc482259966][bookmark: _Toc11007741]Table 5
Credit Policies
	
	Mean
	Std. Deviation

	Manages accounts receivables
	3.56
	.537

	Reduced high default risk
	3.44
	.623

	Save time by ensuring that the same issue is not discussed over and over again
	3.50
	.558

	Provides a frame work for the entire management practices
	3.74
	.441

	Ensures operation’s consistency and adherence to uniform sound practices
	3.47
	.656

	Has maximized the value of the SACCO
	3.54
	.575

	Fully articulates procedures provide detailed guidance for the day-to-day implementation
	3.53
	.609

	Are according to the client’s needs
Credit Policies
	3.46
3.53
	.670
0.583625



From table 5 above, respondents agreed that credit policies in their SACCOs provides a frame work for the entire management practices, manages accounts receivables, has maximized the value of the SACCO, fully articulate detailed procedures, saves time, ensures operation’s consistency and sound practices, are according to the client’s needs and reduced default risk with means of 3.74, 3.56, 3.54, 3.53, 3.50, 3.47, 3.46, 3.44 and standard deviations of 0.441, 0.537, 0.575, 0.609, 0.558, 0.656, 0.670 and 0.623 respectively.
All the statements had a mean ranging from 3.44 to 3.74. The findings yielded a mean of 3.53 on average and a standard deviation of 0.583625 which is a low standard deviation indicating that the response tends to be very close to the mean. This means that the implementation of credit policies at the SACCOs was excellent (3.50 – 4.00 Excellent implementations). The results of this study therefore is in line with the findings of a study by Baliwen (2013) on credit control practices of primary cooperatives in Nigeria, he established that almost all of the cooperatives had written policies which they implemented strictly to their members. This finding implies that the SACCOs appropriately applied credit risk policies to obtain excellent financial performance.
[bookmark: _Toc12476855][bookmark: _Toc14368800]Credit Risk Scoring
When examining the implementation of credit risk scoring as a credit risk management practice, respondents were asked to indicate their level of agreement on a scale of 1 to 4, with 1 representing strongly disagree, 2 representing disagree, 3 representing agree and 4 representing strongly agree. The mean scale (implementation of credit risk scoring) was interpreted in a range of 1-4 where 1.00 – 1.49 represented strongly disagree (Poor implementation), 1.50 – 2.49 represented disagree (Fair implementation), 2.50 – 3.49 represented agree (Good implementation) and 3.50 – 4.00 represented strongly agree (Excellent implementation).
From table 6, respondents agreed that their SACCOs apply credit risk scoring to assist lenders to mitigate losses due to bad debt, analyze the record of a person to represent the credit worthiness of that person, mitigate risks, assist financial decision makers and evaluate the potential risk posed by lending money with means of 3.47, 3.45, 3.45, 3.45, 3.36 and standard deviations of 0.656, 0.669, 0.669, 0.669 and 0.781 respectively.
[bookmark: _Toc11007742]Table 6
Credit Risk Scoring
	
	Mean
	Std. Deviation

	Analyze the record of a person to represent the credit worthiness of that person
	3.45
	.669

	Evaluate the potential risk posed by lending money
	3.36
	.781

	Assist lenders to mitigate losses due to bad debt
	3.47
	.656

	Mitigate risks
	3.45
	.669

	Assist financial decision makers
Credit Risk Scoring
	3.45
3.436
	.669
0.6888



All the statements had a mean ranging from 3.36 to 3.47. The findings yielded a mean of 3.436 on average and a standard deviation of 0.6888 which is a low standard deviation indicating that the response tends to be very close to the mean. This means that the implementation of credit risk scoring at the SACCOs was good (2.50 – 3.49 effective implementations). The results of this study confirms the finding of a study undertaken by the Economic Commission for Latin America and the Caribbean which found out that credit scoring is the most widely and successful tool used by financial institutions. As concluded by Avery et al. (2016), credit score is a primary determinant of a SACCO’s financial performance. This is the same as the finding of this study and hence implies that the SACCOs in Nandi County has a good application of credit risk scoring for their financial performance.
[bookmark: _Toc12476856][bookmark: _Toc14368801]Credit Risk Administration
When examining the implementation of credit risk administration as a credit risk management practice, respondents were asked to indicate their level of agreement on a scale of 1 to 4, with 1 representing strongly disagree, 2 representing disagree, 3 representing agree and 4 representing strongly agree. The mean scale (implementation of credit risk administration) was interpreted in a range of 1-4 where 1.00 – 1.49 represented strongly disagree (Poor implementation), 1.50 – 2.49 represented disagree (Fair implementation), 2.50 – 3.49 represented agree (Good implementation) and 3.50 – 4.00 represented strongly agree (Excellent implementation).
[bookmark: _Toc11007743]Table 7
Credit Risk Administration
	
	Mean
	Std. Deviation

	Investors only take on an appropriate amount of risk
	3.33
	.812

	There is strategy of investment to help clients meet their financial goals
	3.33
	.812

	The overall quality of credit portfolio is monitored based on guided procedures
	3.45
	.669

	Lenders are not exposed to excessive amount of risk by giving them profitable loans
	3.41
	.916

	Reason for the acceptance or rejection decision are clearly documented
	3.56
	.537

	Loan decisions are made in accordance to SACCOs loan policy
Credit Risk Administration
	3.41
3.415
	.665
0.735167



From table 7 above, respondents agreed that with credit risk administration, their SACCOs ensures that reason for the acceptance or rejection decision are clearly documented, the overall quality of credit portfolio is monitored based on guided procedures, lenders are not exposed to excessive amount of risk by giving them profitable loans, loan decisions are made in accordance to SACCOs loan policy, investors only take on an appropriate amount of risk and there is strategy of investment to help clients meet their financial goals with means of 3.56, 3.45, 3.41, 3.41, 3.33, 3.33 and standard deviations of 0.537, 0.669, 0.916, 0.665, 0.812 and 0.812 respectively.
All the statements had a mean ranging from 3.33 to 3.56. The findings yielded a mean of 3.415 on average and a standard deviation of 0.735167 which is a low standard deviation indicating that the response tends to be very close to the mean. This means that the implementation of credit risk administration of the SACCOs was good (2.50 – 3.49 Good implementations). As mentioned by Caouette et al., (2011), effective credit risk administration reduces risk and positively influence the financial performance of the SACCO which is not different from the finding of this study of good credit risk administration and excellent financial performance. This implies that all financing facilities of the SACCOs in Nandi County are well documented and fully covered.
[bookmark: _Toc12476857][bookmark: _Toc14368802]Credit Risk Monitoring
When examining the implementation of credit risk monitoring as a credit risk management practice, respondents were asked to indicate their level of agreement on a scale of 1 to 4, with 1 representing strongly disagree, 2 representing disagree, 3 representing agree and 4 representing strongly agree. The mean scale (implementation of credit risk monitoring) was interpreted in a range of 1-4 where 1.00 – 1.49 represented strongly disagree (Poor implementation), 1.50 – 2.49 represented disagree (Fair implementation), 2.50 – 3.49 represented agree (Good implementation) and 3.50 – 4.00 represented strongly agree (Excellent implementation).
[bookmark: _Toc11007744]

Table 8
Credit Risk Monitoring
	
	Mean
	Std. Deviation

	Make sure that risk management practices concur with proper risk monitoring
	3.52
	.558

	Discover mistakes at early stage
	3.45
	.684

	Assess the status of the corporation thoroughly and knowledgeably
	3.46
	.670

	Address all of the institutions material risks
	3.56
	.537

	Ensure that borrowers are credit worthy
Credit Risk Monitoring
	3.45
3.488
	.623
0.6144



From table 8, respondents agreed that credit risk monitoring in their SACCOs are used to address all of the institutions material risks, make sure that risk management practices concur with proper risk monitoring, assess the status of the corporation thoroughly and knowledgeably, discover mistakes at early stage, ensure that borrowers are credit worthy with means of 3.56, 3.52, 3.46, 3.45, 3.45 and standard deviations of 0.537, 0.558, 0.670, 0.684, and 0.623 respectively.
All the statements had a mean ranging from 3.45 to 3.56. The findings yielded a mean of 3.488 on average and a standard deviation of 0.6144 which is a low standard deviation indicating that the response tends to be very close to the mean. This means that the implementation of credit risk monitoring of the SACCOs was good (2.50 – 3.49 Good implementation). According to the theory of internal controls, a strong risk monitoring will help the SACCOs to meet their long-term objectives which require financial performance. This is confirmed by the finding of this study of good credit risk monitoring and excellent financial performance indicating that the SACCOs in Nandi County meets their long-term objectives. This implies that SACCOs in Nandi County employ various methods to reduce the risk of default to lenders.
[bookmark: _Toc14368803]Relationship between Financial Performance and Credit Risk Management Practices
[bookmark: _Toc12476858]Research Question 3: Is there a Significant Relationship between:
1. [bookmark: _Toc12476859]Credit risk Policies and Financial Performance?
2. [bookmark: _Toc12476860]Credit Risk Scoring and Financial Performance?
3. Credit Risk Monitoring and Financial Performance?
4. [bookmark: _Toc12476861]Credit Risk Administration and Financial Performance? 
When examining the significant relationship between credit risk policies, scoring, administration and monitoring and financial performance, Spearman's correlation was used to determine the degree of the relationship. The range of the correlation is from -1 to +1. Where a negative value is an indication of a negative correlation but a positive value is an indication of a positive correlation. The coefficient being < 0.3 indicates weak correlation, > 0.3 <0.5 shows moderate correlation and > 0.5 indicates strong correlation.
As indicated in table 9, all the variables had a positive correlation, with credit risk policies, scoring and monitoring being the moderate (Pearson correlation coefficients of 0.428, 0.376, 0.301and P values of 0.000, 0.000 and 0.002). respectively) influence on financial performance. Credit risk administration had weak relationship with financial performance. The correlation matrix indicates that the independent variables are very crucial determinants of financial performance as shown by their positive relationship with the dependent variable; financial performance.



[bookmark: _Toc11007745]Table 9
Correlations
	                                        Correlations

	
	Credit Risk Scoring
	Credit Risk Administration
	Credit Risk Policies
	Credit Risk Monitoring
	Financial Performance

	Credit Risk Scoring
	Pearson Correlation
	1
	.714**
	.704**
	.816**
	.301**

	
	Sig. (2-tailed)
	
	.000
	.000
	.000
	.002

	
	N
	102
	102
	100
	102
	102

	Credit Risk Administration
	Pearson Correlation
	.714**
	1
	.516**
	.635**
	.285**

	
	Sig. (2-tailed)
	.000
	
	.000
	.000
	.004

	
	N
	102
	102
	100
	102
	102

	Credit Risk Policies
	Pearson Correlation
	.704**
	.516**
	1
	.808**
	.428**

	
	Sig. (2-tailed)
	.000
	.000
	
	.000
	.000

	
	N
	100
	100
	100
	100
	100

	Credit Risk Monitoring
	Pearson Correlation
	.816**
	.635**
	.808**
	1
	.376**

	
	Sig. (2-tailed)
	.000
	.000
	.000
	
	.000

	
	N
	102
	102
	100
	102
	102

	Financial Performance
	Pearson Correlation
	.301**
	.285**
	.428**
	.376**
	1

	
	Sig. (2-tailed)
	.002
	.004
	.000
	.000
	

	
	N
	102
	102
	100
	102
	102

	**. Correlation is significant at the 0.01 level (2-tailed).



As argued by Santomero and Babbel, (2012), credit risk management matters for financial performance firms by maximizing risk adjusted rate of return by maintaining credit risk exposure within acceptable parameters. This is supported by the results of this study showing that SACCOs in Nandi County followed the advice of Gold (1999) of using sound credit risk management practices for improving financial performance. This implies that the SACCOs have the key drivers of profitability and elements in reducing risks to significantly influence their financial performance.


[bookmark: _Toc474674488][bookmark: _Toc485237629][bookmark: _Toc511816001]



[bookmark: _Toc12476862][bookmark: _Toc14368804]












CHAPTER FIVE
[bookmark: _Toc474674489][bookmark: _Toc485237630][bookmark: _Toc511816002][bookmark: _Toc12476863][bookmark: _Toc14368805]SUMMARY, CONCLUSION AND RECOMMENDATION
In this chapter, the summary of the study is presented. This is followed by the conclusions and finally the recommendations for further study. The summary, conclusions and recommendations are made based on the research questions of the study.
[bookmark: _Toc485237632][bookmark: _Toc511816004][bookmark: _Toc12476864][bookmark: _Toc14368806]Summary of Findings
The first research question of this study was to find out the financial performance of SACCOs in Nandi County, Kenya. Respondents were then requested to rate their level of agreement on a scale of 1 to 5 with 1 representing greatly decreased, 2 representing decreasing, 3 representing constant, 4 representing improved and 5 representing greatly improved. The study found out that share capital, dividends/return, gross income, loans issued and loans default control had greatly improved. The financial performance of the SACCOs was excellent.
The second research question of this study was to find out the credit risk management practices of SACCOs in terms of implementation of credit risk policies, scoring, administration and monitoring. Respondents were therefore requested to rate their level of agreement on a scale of 1 to 4, with 1 representing strongly disagree, 2 representing disagree, 3 representing agree and 4 representing strongly agree. The study found out that there was excellent implementation of credit policies and good implementation of credit risk scoring, administration and monitoring of the SACCOs in Nandi County.
The third research question of this study was to determine significant relationship between credit policies, scoring, administration and monitoring and financial performance. Credit policies, scoring, administration and monitoring had a positive and significant relationship with financial performance. Credit risk policies, scoring and monitoring had a moderate influence on financial performance. Credit risk administration had weak influence on financial performance.
[bookmark: _Toc474674490][bookmark: _Toc485237633][bookmark: _Toc511816005][bookmark: _Toc12476865][bookmark: _Toc14368807]Conclusions
With reference to the results of the study, the researcher concludes that:
1. The SACCOs have a high financial performance with a mean of 4.568.
2. The SACCOs in Nandi County have implementation of credit policies and good implementation of credit risk scoring, administration and monitoring with means of 3.53, 3.436, 3.145 and 3.488 respectively.
3. Credit policies, scoring, administration and monitoring of the SACCOs in Nandi County have a positive and significant relationship with financial performance with correlation coefficients of 0.428, 0.301, 0.285, 0.376 and significance of 0.000, 0.002, 0.004 and 0.000 respectively.
[bookmark: _Toc474674491][bookmark: _Toc485237634][bookmark: _Toc511816006][bookmark: _Toc12476866][bookmark: _Toc14368808]Recommendations
1. With reference to the findings from this study, the researcher recommends that SACCOs should use the existing credit policy as the primary document for formulating a new credit policy. It will also be important if the SACCOs can also consider using credit policy documents from other successful similar organizations as a benchmark for best practices.
2. SACCOs have suffered credit losses through relaxed lending standards, unguaranteed credits, and the borrowers’ perceptions. .The study recommends that SACCOs should make a fairly accurate personality-morale profile assessment of prospective and current borrowers and guarantors; this will minimize credit risks by securing the borrower’s guarantee.
3. With reference to findings of this study, for SACCOs in Nandi County to enhance financial performance, they should improve on implementation of:
i. Credit risk scoring
ii. Credit risk administration
iii. Credit risk monitoring.
iv. Credit risk policies.
Recommendation for Further Studies
This study was focused on credit risk scoring, administration, policies and monitoring as credit risk management practices. Other studies to be conducted on other credit risk management practices other than credit risk scoring, administration, policies and monitoring that was used in this study. Since this study was done in Nandi County, other studies are therefore recommended to be done in other Counties to confirm the results of this study.










[bookmark: _Toc12476867][bookmark: _Toc14368809]REFERENCES
Afriyie, H. O., & Akotey, J. O. (2012). Credit risk management and profitability of selected rural banks in Ghana. Ghana: Catholic University College of Ghana.
Altman, E. I., & Saunders, A. (2014). Credit risk measurement: Developments over the last 20 years. Journal of banking & finance, 21(11-12), 1721-1742.
Aremu, O. S., Suberu, O. J., & Oke, J. A. (2010). Effective credit processing and administration as a panacea for non-performing assets in the Nigerian Banking System. Journal of Economics, 1(1), 53-56.
Association of Accounting Technicians. (2013). Financial performance. London: BPP Learning Media Ltd.
Avery, R. B., Bostic, R. W., Calem, P. S., & Canner, G. B. (2016). Credit risk, credit scoring, and the performance of home mortgages. Fed. Res. Bull., 82, 621.
Bayyod, M., & Sayyod, N. (2015). The Relationship between Credit Risk Management and Profitability between Investment and Commercial Banks in Palestine‟. International Journal of Economics and Finance, 7(11), 163-169.
Berger, A. N., & Udell, G. F. (2012). Small business credit availability and relationship lending: The importance of bank organizational structure. The economic journal, 112(477), F32-F53.
Berger, A. N., & Udell, G. F. (2015). Relationship lending and lines of credit in small firm finance. Journal of business, 351-381.
Bezzina, F., Grima, S., & Mamo, J. (2014). Risk management practices adopted by financial firms in Malta. Managerial Finance.
Brown, K., Moles, P. (2014). Credit Risk Management, Edinburgh Business School, Edinburgh (United Kingdom).
Bryman, A., & Bell, E. (2014). Research methodology: Business and management contexts.
Caouette, J. B., Caouette, J. B., Altman, E. I., & Narayanan, P. (2013). Managing credit risk: the next great financial challenge (Vol. 2). John Wiley & Sons.
Caouette, J. B., Caouette, J. B., Altman, E. I., & Narayanan, P. (2011). Managing credit risk: the next great financial challenge (Vol. 2). John Wiley & Sons.
Crawford, S., Flint, A., Hatcher, S. A., Hillestad, K. O., Quinn, T. J., Rapaport, M. W., ... & John, C. L. S. (2011). U.S. Patent No. 8,078,524. Washington, DC: U.S. Patent and Trademark Office.
Deventer, D. R., Imai, K., & Mesler, M. (2013). Advanced financial risk management: Tools and techniques for integrated credit risk and interest rate risk management. Singapore: Wiley.
Duffie, D., & Singleton, K. J. (2012). Credit risk: pricing, measurement, and management. Princeton University Press.
Easterby-Smith, M., Thorpe, R., & Jackson, P. R. (2015). Management and Business Research.
Eldelshain, D. (2015) “British Corporate Currency exposure and Foreign Exchange risk Management” London Business School. London PHD Thesis.
Elton, E. J., Gruber, M. J., Brown, S. J., & Goetzmann, W. N. (2011). Modern portfolio theory and investment analysis. John Wiley & Sons.
Emenike O. Kalu, Bashabe Shieler, & Christian U. Amu. (2018). Credit Risk Management and Financial Performance of Microfinance Institutions in Kampala, Uganda. Independent Journal of Management & Production, 9, 1, 153-169.
Essend, M. (2013). The Effects of Credit Risk Management on the Loans Portfolio among SACCOs licensed by Sasra in Nairobi County. Project. Unpublished MBA.
Fatemi, A., & Fooladi, I. (2016). Credit risk management: a survey of practices. Managerial Finance, 32(3), 227-233.
Financial Sector Deepening-Kenya. 2017. FinAccess Survey Tracker 2017. Nairobi. FSD-K.
Fredrick, O. (2012). The impact of credit risk management on financial performance of commercial banks in Kenya. DBA Africa Management Review, 3(1), 22-37.
Gamba P. and Komo, I. (2010): Evolution, growth and decline of the cooperative sector. A paper prepared for the Centre for Governance and Development downloaded on 3rd December 2014.
Gertler, M., & Kiyotaki, N. (2010). Financial intermediation and credit policy in business cycle analysis. In Handbook of monetary economics (Vol. 3, pp. 547-599). Elsevier.
Giordani, T., Beccalli, E., & Anolli, M. (2013). Retail credit risk management. Basingstoke: Palgrave Macmillan.
Gisemba, P. N. (2010). The relationship between credit risk management practices and financial performance of Sacco’s in Kenya (Doctoral dissertation, University of Nairobi, Kenya).
Giudici, P., Ingrassia, S., & Vichi, M. (2013). Statistical models for data analysis. Cham: Springer.
Gweyi, M. O., & Karanja, J. (2014). Effect of financial leverage on financial performance of deposit taking savings and credit co-operative in Kenya. International Journal of Academic Research in Accounting, Finance and Management Sciences, 4(2), 180-188.
Hesborn, M. A., Onditi, A., & Nyagol, M. O. (2016). Effect of credit risk management practices on the financial performance of SACCOs in Kisii County.
Hesborn, M. A., Onditi, A., & Nyagol, M. O. (2016). Effect of credit risk management practices on the financial performance of SACCOs in Kisii County.
Hosna, A., Manzura, B., & Juanjuan, S. (2012). Credit risk management and profitability in commercial banks in Sweden. rapport nr.: Master Degree Project 2009: 36.
Huselid, M. A. (2015). The impact of human resource management practices on turnover, productivity, and corporate financial performance. Academy of management journal, 38(3), 635-672.
Ikua, K. S. (2012). Effect of credit management practices on financial performance of savings and credit cooperative societies in the Hospitality Industry in Nairobi (Doctoral dissertation, Master Thesis, University of Nairobi. 66pp).
Internal Audit Function and Financial Performance of Savings and Credit Cooperative Societies (SACCOs) in Kenya. (2019). Ijarke Business & Management Journal, 1, 4.)
Jiménez, G., & Saurina, J. (2004). Collateral, type of lender and relationship banking as determinants of credit risk. Journal of banking & Finance, 28(9), 2191-2212.
Jiménez, G., & Saurina, J. (2004). Collateral, type of lender and relationship banking as determinants of credit risk. Journal of banking & Finance, 28(9), 2191-2212.
Jiménez, G., Ongena, S., Peydró, J. L., & Saurina, J. (2012). Credit supply and monetary policy: Identifying the bank balance-sheet channel with loan applications. American Economic Review, 102(5), 2301-26.
Jokipii, A. (2010). Determinants and consequences of internal control in firms: a contingency theory based analysis. Journal of Management & Governance, 14(2), 115-144.
Karagu, J. M., & Okibo, B. (2014). Financial factors influencing performance of Savings and Credit Co-operative Organization in Kenya. International Journal of Academic Research in Accounting, Finance and Management Sciences, 4(2), 295-306.
Kargi, H. S. (2011). Credit risk and the performance of Nigerian Banks. Ahmadu Bello University, Zaria.
Kenya National Bureau of Statistics. 2015. Economic Survey 2015. Nairobi. Kenya National Bureau of Statistics.
Kenya National Bureau of Statistics. 2016. Economic Survey 2016. Nairobi. Kenya National Bureau of Statistics.
Khan, T., and Ahmed, H. (2011), Risk Management: An Analysis of Issues in Financial Industry IRTI/IDB Occasional Paper, No. 5. 
Kimoi, A., Ayuma, C., & Kirui, K. (2016). Assessment of Credit Risk Management Practices on Organizational Performance: A survey of Savings and Credit Cooperative Societies in Eldoret Town Kenya. International Journal of Scientific & Engineering Research, 7(5), 416-425.
Kiplimo, K. S & Kalio, A. M (2012) Influence of credit risk management practices on Loan performance of microfinance institutions in Baringo County. 
Kipngetich, S. K. (2015). Effect of Credit Risk Management on Financial Performance of Savings and Credit Co-operative Society in Kenya. Strategic Journal of Business & Change Management, 2(1).
Kisala, P. M. (2014). The Effect of Credit Risk Management Practices on Loan. Unpublished University of Nairobi, Retrieved from http://www.uonbi.ac.ke.
Langat, F. K., Mugo, R., & Otuya, R. (2013). Effect of Credit Risk Management Practices on Lending Portfolio among Savings & Credit Co-operatives in Kenya. European Journal of Business and Management, 5 (19), 2222-2239. 
Langkamp, C. (2014). Corporate Credit Risk Management. Lohmar: Eul.
Langohr, H., & Langohr, P. (2010). The rating agencies and their credit ratings: what they are, how they work, and why they are relevant (Vol. 510). John Wiley & Sons.
Makori, J., Munene, C., & Muturi, W. (2015). The Challenging Facing Deposit-Taking Savings and Credit Co-operative Socities Regulatory Compliance in Kenya- A Case of the Gusii Region. Interdisciplinary Journal of Contemporary Research in Business, 4 (12) 14. 
Maritim, K. J. (2013). Relationship Between Credit Risk Management Practices And Financial Performance Of Micro Finance Institutions In Kenya.
Markowitz .M (1959), ‘Portfolio Selection. Journal of Finance’. Vol 7 no1.
Mohammadbeigi, A., Mohammadsalehi, N., & Aligol, M. (2015). Validity and reliability of the instruments and types of measurments in health applied researches. Journal of rafsanjan university of medical sciences, 13(12), 1153-1170.
Murugu, H. M. (2010). Effect of Credit Risk Management Practices on the Performance of SACCOs in Kenya: A Case of Nairobi Based SACCOs (Doctoral dissertation, Kenyatta University).
Murungi, E. M. (2014). The effect of credit default on the growth in turnover of savings and credit co-operatives societies regulated by SACCOs societies regulatory authority in Kenya.
Nyambere, F. K. (2013). Effect of credit risk management on financial performance of deposit taking savings and credit co-operative societies in Kenya. Unpublished MBA Project, University of Nairobi.
Nyambere, F. K. (2013). Effect of credit risk management on financial performance of deposit taking savings and credit co-operative societies in Kenya. Unpublished MBA Project, University of Nairobi.
Ogilo, F. (2012).The impact of credit risk management on financial performance of commercial banks in Kenya. DBA Africa Management Review 2012, Vol3 No 1, 22-37.
Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2013). Corporate social and financial performance: A meta-analysis. Organization studies, 24(3), 403-441.
Pagano, M., & Volpin, P. (2010). Credit ratings failures and policy options. Economic Policy, 25(62), 401-431.
Parast, M. M, & Fini E. H, (2010) The effect of productivity and quality on profitability in US airline industry, Managing Service Quality: An International Journal Volume 20 Issue 5.
Parast, M. M, & Fini E. H,(2010) The effect of productivity and quality on profitability in US airline industry, Managing Service Quality: An International Journal Volume 20 Issue 5.
Patten, M. L., & Bruce, R. R. (2010). Understanding research methods: An overview of the essentials. Glendale, Calif: Pyrczak Pub.
Pazarbasioglu, C. (2011). Crisis management and resolution: early lessons from the financial crisis. United States: INTERNATIONAL MONETARY FUND.
Poudel, R. P. S. (2012). The impact of credit risk management on financial performance of commercial banks in Nepal. International Journal of arts and commerce, 1(5), 9-15.
Ruttoh, J. K. (2015). Factors influencing growth of cooperative societies in Nandi central district, nandi county, kenya (Doctoral dissertation).
Salas, V., & Saurina, J. (2012). Credit risk in two institutional regimes: Spanish commercial and savings banks. Journal of Financial Services Research, 22(3), 203-224.
Samiloglu, F., & Demirgunes, K. (2014). The effect of working capital management on firm profitability: Evidence from Turkey. The International journal of applied Economics and Finance, 2(1), 44-50.
Santomero, A. M., & Babbel, D. F. (2011). Financial markets, instruments, and institutions. McGraw-Hill College.
SASRA (2011) Summary of SASRA Required Reports: Retrieved fromhttp://www.sasra.go.ke.
SASRA (2013) Summary of SASRA Required Reports: Retrieved fromhttp://www.sasra.go.ke.
SASRA. (2016). SACCO and Socities Regulatiry Authority. Nairobi: Government Press. 
SASRA. (2019). SACCO and Socities Regulatiry Authority. Nairobi: Government Press. 
Saunders, A., & Allen, L. (2010). Credit risk management in and out of the financial crisis: new approaches to value at risk and other paradigms (Vol. 528). John Wiley & Sons.
Saunders, M., Lewis, P., & Thornhill, A. (2009). Research methods for business students 5th edition. Perntice Hall.
Sensarma, R., & Jayadev, M. (2011). Are bank stocks sensitive to risk management?. The Journal of Risk Finance, 10, 1, 7-22.
Shafique, O., Hussain, N., & Taimoor Hassan, M. (2013). Differences in the risk management practices of Islamic versus conventional financial institutions in Pakistan: An empirical study. The Journal of Risk Finance, 14(2), 179-196.
Spratt, Stephen (2013), Financial Regulation in Low-Income Countries: Balancing Growth with Stability. Part 1 and 2.
Tanui, J. K., Wanyoike, D. M., & Ngahu, S. (2015). Assessment of Credit Risk Management Practices on Financial Performance Among Deposit Taking Saccos In Nakuru East Sub County, Kenya. International Journal in Management & Social Science, 3(5), 602-610.
Tanui, J. K., Wanyoike, D. M., & Ngahu, S. (2015). Assessment Of Credit Risk Management Practices On Financial Performance Among Deposit Taking Saccos In Nakuru East Sub County, Kenya. International Journal in Management & Social Science, 3(5), 602-610.
Van Wijnbergen, S. (2013). Credit policy, inflation and growth in a financially repressed economy. Journal of Development Economics, 13(1-2), 45-65.
Wambugu, E. M. (2010). Credit risk management practices in savings and credit cooperative societies (SACCOs) offering front office service activity (FOSA) in Kenya. Unpublished MBA Project.
Wernz, J., & SpringerLink. (2014). Bank Management and Control: Strategy, Capital and Risk Management. (Springer eBooks.) Berlin, Heidelberg: Springer Berlin Heidelberg.
Wipplinger, E. (2017). Philippe Jorion: Value at risk-the new benchmark for managing financial risk. Financial Markets and Portfolio Management, 21(3), 397.
World Council of Credit Unions (WOCCU), (2012), Statistical report, World Council of Credit Unions’. Washington D.C.
World Council of Credit Unions (WOCCU), (2014), Statistical report, World Council of Credit Unions’. Washington D.C.



























[bookmark: _Toc521034022][bookmark: _Toc12476868][bookmark: _Toc14368810]APPENDICES
[bookmark: _Toc521034023][bookmark: _Toc12476869][bookmark: _Toc14368811]Appendix 1: Consent Form
Dear Sir/Madam, I am a post-graduate student from University of Eastern Africa, Baraton. I am carrying out a study on the relationship between credit risk management practices on financial performance of SACCOs in Nandi County, Kenya. The study is expected to be of use to the SACCOs, ministry of industrialization and other stakeholders. This study is for educational purposes only. I will be grateful for your willingly participation in this study by filling this questionnaire as an officer in the SACCO. You are therefore requested to complete each section of the questionnaire by providing the information requested. Your name or the name of your SACCO will not be required.
Thank you in advance for your cooperation.  
Rhodah Cherop.
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This questionnaire is intended to help in an assessment of credit risk management practices on financial performance of SACCO in Nandi County. All information given will be used for academic research work purpose only and will be treated with confidentiality. Your co-operation is highly appreciated.
SECTION A: DEMOGRAPHIC CHARACTERISTICS
1. Gender
a) Male (   )      
b) Female (   )
2. Age
a) 18-25 (  )
b) 26-35 (  ) 
c) 35-45 (  )
d) 46-55 (  )
e) Over 56 (  )
3. Level of Education
a) Diploma (  )
b) Undergraduate Degree (  )
c) Master’s Degree (  )
4. Number of years worked
a) Less than 1 (  ) 
b) 1-5  (  )
c) 6-10 (  )
d) 11-15 (  )
e) 16-20 (  )
f) 20 and above






SECTION B: CREDIT RISK MANAGEMENT
Credit Risk Scoring
On a scale of 1-4 (where 1=strongly disagree, 2= disagree, 3= agree and 4= strongly agree) please score your extent of agreement on the following variables of credit risk scoring.

	Our SACCO applies credit scoring to………
	1
	2
	3
	4

	Analyse the record of a person to represent the credit worthiness of that person.
	
	
	
	

	Evaluate the potential risk posed by lending money.
	
	
	
	

	Assist lenders to mitigate losses due to bad debt.
	
	
	
	

	Mitigate risks.
	
	
	
	

	Assist financial decision makers.
	
	
	
	



Credit Risk Administration
On a scale of 1-4 (where 1=strongly disagree, 2= disagree, 3= agree and 4= strongly agree) please score your extent of agreement on the following variables of credit risk administration.

	With credit risk administration, our SACCO ensures that…………
	1
	2
	3
	4

	Investors only take on an appropriate amount of risk.
	
	
	
	

	There is strategy of investment to help clients meet their financial goals.
	
	
	
	

	The overall quality of credit portfolio is monitored based on guided procedures.
	
	
	
	

	Lenders are not exposed to excessive amount of risk by giving them profitable loans. 
	
	
	
	

	Reason for the acceptance or rejection decision are clearly documented
	
	
	
	

	Loan decisions are made in accordance to SACCOs loan policy 
	
	
	
	










Credit Risk Policies
On a scale of 1-4 (where 1=strongly disagree, 2= disagree, 3= agree and 4= strongly agree) please score your extent of agreement on the following variables of credit risk policies.

	The present credit policy in our SACCO…..
	1
	2
	3
	4

	Manages accounts receivables.
	
	
	
	

	Reduced high default risk.
	
	
	
	

	Save time by ensuring that the same issue is not discussed over and over again.
	
	
	
	

	Provides a frame work for the entire management practices.
	
	
	
	

	Ensures operation’s consistency and adherence to uniform sound practices. 
	
	
	
	

	Has maximized the value of the SACCO
	
	
	
	

	Fully articulates procedures provide detailed guidance for the day-to-day implementation 
	
	
	
	

	Are according to the client’s needs.
	
	
	
	



Credit Risk Monitoring
On a scale of 1-4 (where 1=strongly disagree, 2= disagree, 3= agree and 4= strongly agree) please score your extent of agreement on the following variables of credit risk monitoring.
	Credit risk monitoring in our SACCO is used to……..
	1
	2
	3
	4

	Make sure that risk management practices concur with proper risk monitoring. 
	
	
	
	

	Discover mistakes at early stage.
	
	
	
	

	Assess the status of the corporation thoroughly and knowledgeably 
	
	
	
	

	Address all of the institutions material risks 
	
	
	
	

	Ensure that borrowers are credit worthy.
	
	
	
	



SECTION C: FINANCIAL PERFORMANCE
On a scale of 1-4 (where 1=greatly decreased, 2= decreasing, 3= constant, 4= improved and 5= greatly improved) please score your extent of agreement on the performance of the following in your business for the last five years. 
	Performance
	1
	2
	3
	4
	5

	Loans default
Control
	
	
	
	
	

	Gross income
	
	
	
	
	

	Share capital
	
	
	
	
	

	Dividends/return
	
	
	
	
	

	Loans issued
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Overall Reliability

	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.



	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.779
	29






Credit Risk Scoring
	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.



	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.853
	5







Credit Risk Administration
	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.



	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.720
	6








Credit Risk Policies
	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.



	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.709
	8










Credit Risk Monitoring
	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.



	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.804
	5






Financial Performance
	Case Processing Summary

	
	N
	%

	Cases
	Valid
	30
	100.0

	
	Excludeda
	0
	.0

	
	Total
	30
	100.0

	a. Listwise deletion based on all variables in the procedure.




	Reliability Statistics

	Cronbach's Alpha
	N of Items

	.742
	5
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                                             Cherop Rhodah

                                             Date of Birth: 15th June 1995

                                             Marital Status: Single

                                            P.O Box 42-30306, Baraton

                                            Tel: 0703221685

                                            Email: cheroprhodah@gmail.com

CAREER ASPIRATIONS

My main objective is to understand the company’s core business, contribute to its mission, vision and in the realization of its main objectives. As a motivated, adaptable and responsible person, the aim of my involvement is to grasp the main processes and to understand the working of financial institutions and the organization.

ACADEMIC QUALIFICATIONS:

January 2017-to date: University of Eastern Africa, Baraton
•	MBA Finance

April 2013- December 2016: University of Eastern Africa, Baraton

•	Bachelor of Business Administration, Finance-Cum Laude


2009-2013: Our lady of victory Girls, Kanyeberai

•	Kenya Certificate of Secondary Education- C+ 


2001-2008: St. Michael’s academy Nyamisa

•	Kenya Certificate of Primary Education -310


PROFESSIONAL EXPERIENCE

Dec 2012- June 2013: Jubilee Merchandise ltd.
   Position: Back office accounts assistant
   Responsibilities;
•	Document filing and records management
•	Procurement
•	Cashier
•	Supervision role
•	Book-keeping and data entry capture
•	Reconciliation, adjustments and journal entries.
•	Invoicing and sales ledger transactions.                                                                                                                                                                     

  September 2016 to date: Nandi County Government
           Position:  Finance assistant (Intern) 
           Responsibilities;
•	Assisting in revenue collection
•	Assisting in preparation of county budget estimates and related Bills
•	Ensuring proper books of accounts are kept
•	Help in managing specialized information, reports, forms dealing with fees, billing and tracking of projects
•	Assisting in preparing weekly, monthly and quarterly financial reports

  January 2018-April 2018: Communications Authority of Kenya
                 Position: Intern
                  Responsibilities:
•	Speech and report writing 
•	Vendor licensing
•	Customer service
•	Taking minutes during meetings
•	Representing WRO in events


PROFESSIONAL SKILLS AND COMPETENCIES:  

•	Well-developed written and oral communication skills. 
•	Results oriented and diversified analytical skills. 
•	Resourceful and inventive problem-solver with keen attention to detail. 
•	Ability to coordinate and manage a diverse array of responsibilities. 
•	Good interpersonal skills and ability to establish and maintain effective relationships. 

   Computer skills:
•	Well versed in the use of Office Applications
                             
 Languages:
•	English (fluent)
•	Kiswahili(fluent)

ACHIEVEMENTS/AWARDS RECEIVED
2012: Science Contest: 
2016: Nairobi Securities Exchange Investment Challenge

 HOBBIES
•	Travelling
•	Hiking 
•	Reading 
•	Interacting with people


REFEREES

Mr. Daniel Bwonda
Department of Accounting and Financee
University of Eastern Africa, Baraton
P.O Box 2500- 30200
Eldoret
Tel: 0723641641


Charles K. Limo
Human Resource Officer
County Government of Nandi
P.O Box 802-30300, Kapsabet
Tel: 0723635345


Kositanyi Immanuel
Director
Jubilee Merchandise ltd.
P.O Box 202-00300, Nairobi
Tel: 0728433133

Gender of Respondents
63.7%
36.3%

Male	Female	0.63300000000000001	0.36699999999999999	

Age of Respondents

18-25	26-35	35-45	46-55	0.186	0.39200000000000002	0.30399999999999999	0.11799999999999999	

Level of Education

Diploma	Undergraduate	Masters	0.23499999999999999	0.58799999999999997	0.17699999999999999	

Number of Years Worked

Less than 1 Year	1-5 years	6-10 years	11-15 years	16-20 years	6.9000000000000006E-2	0.27500000000000002	0.40200000000000002	0.186	6.9000000000000006E-2	
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