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ABSTRACT

This study focused on assessing the effect of credit risk management through risk identification,
risk assessment and risk control on financial performance. The study applied a cross-sectional
research design and a quantitative approach. Data was collected from a target population of 90
with accessible unit of inquiry being 73 respondents consisting of SACCO officials of positions.
Data was collected using a closed ended questionnaire and analyzed using the statistical package
for social sciences from which, frequency tables, descriptive statistics, reliability, validity,
correlation and regression results were obtained. The study findings revealed that there is a positive
and significant effect of risk identification and financial performance, risk assessment and financial
performance, risk control and financial performance. The study therefore recommends that to
improve on financial performance, aspects of risk identification, risk assessment and risk control

should be put on the forefront.

Xi



CHAPTER ONE
INTRODUCTION
1.0 Introduction

This study shows how credit risk management is managed and how it affects the financial performance of
Saccos in Pallisa district. It contains the background, statement of the problem, conceptual frame work,

objectives of the study, purpose of the study and the scope.

1.1 Background study
Financial performance is a subjective measure of how well a firm can use assets from its primary mode of

business and generate revenues. (Kenton, 2023).

Savings and Credit Cooperative Organizations, commonly known as SACCOs, have gained prominence for
their pivotal role in promoting financial inclusion and empowering communities (WebSacco, 2023). They
farther added that at the heart of their mission lie a variety of financial products and services thoughtfully

tailored to meet the diverse needs of their members.

Globally, expansion decisions have a significant impact on the financial performance of savings and credit
cooperative societies (SACCOs) worldwide. By making sound expansion decisions, SACCOs can generate
returns for their members, improve their financial health and sustainability, and contribute to the overall
economic development of their countries (Muhumuza, 2019). In Europe, SACCOs have diversified their
expansion portfolios to include sustainable expansions such as green bonds and socially responsible
expansions (SRI). This has helped to improve their financial performance while contributing to
environmental and social sustainability (Altavilla, 2019). Similarly, SACCOs in South America have
diversified their expansion portfolios to include diverse and profitable expansions such as agricultural loans
and microfinance loans, leading to improved financial performance and promoting economic growth and
development (Wilkister, 2023).

In Ethiopia currently, there are 20,463 SACCOs, with 4,763,275 members and mobilized savings of 21.4
billion birrs and provided 16.49 billion loans for investment. Furthermore, SACCOs in Ethiopia play a
significant role in people's economic growth by providing saving and credit facilities, teaching members how

to save properly, and then borrowing for production and welfare purposes (FCA, 2020). Despite their benefits


https://websacco.com/
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