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Abstract
Profitability is an important element in every organization’s financial productivity. As millions of people across Kenya continue to benefit both directly and indirectly from the cooperatives, their dwindling financial profitability remains of great concern, especially the non-withdrawable cooperatives. This project sought to establish influence of operational risk management on the economic health of non-withdrawable deposit-taking cooperatives in Nairobi City County, Kenya. Specifically, the study sought to evaluate influence of stakeholder engagement, internal-audit, information technology systems, and outside occurrences on the financial health of this niche of cooperatives in Nairobi City County, Kenya. The study was anchored on risk management theory, finance distress theory, market power theory, together with behavioral theories of profitability. A descriptive study design was adopted on a population of thirty non-withdrawable deposit-taking cooperatives from Savings and Credit Cooperative Societies Regulatory Authority. Stratified sampling was used to select these monetary institutions. Data was gathered using survey forms that were dropped off at the interviewees’ offices and collected two weeks later, a timeline that was agreed upon by the researcher and the respondents. Observations were analyzed using summary statistics, in particular mean and standard deviation, and statistical inference analyzed using multiple correlation. To assess the significance of survey parameters, the researcher used Pearson correlation and simple linear regressions. Findings obtained by the study showed that stakeholder engagement, effectively established internal audit, information technology systems and threats from external environment all had significant influence on the profitability of non- withdrawable cooperatives in Nairobi City County, Kenya. The study recommends that an interactive stakeholder relationship, especially employees’ involvement in decision making processes, effective internal audit measures and information technology systems, together with proper contingency plans in place to mitigate external threats, should be adopted in a bid to propel financial institutions’ economic performance to the next level.   
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[bookmark: _heading=h.30j0zll]1. Introduction
Profitability in Savings and Credit Cooperative Societies has been unstable in the last five years. Sasra, (2023) depicts these monetary institutions as an autonomous group of individuals who come together freely to establish a jointly owned, equitably administered enterprise to satisfy their mutual desires and objectives in the areas of finance, society, and art. SACCOs, often referred to as cooperatives, are focused on individuals together with their businesses that are operated by the members openly and equitably, according to the one participant, single vote rule. Other scholars have given various definitions of SACCOs.  Shetti, (2022) explained them as essential monetary service givers with a membership base that act as self-help organizations where members pool contributions together and lend to one another. They mostly cater to the audience that is financially excluded. To help members reach their goals and improve their lives, they mobilize savings and provide loans (Jillo 2023). SACCOs are generally classified as NW-DT or DT.  The latter accepts members’ deposits and then provides loan facilities to qualified borrowers as constituted by the regulator (Sasra, 2022). Its functions are quite distinct from NW-DT Saccos, in which members continuously make deposits but are not allowed to withdraw their subscriptions, deposits only acting as collateral in case a member takes a loan. When quitting the account, members are eligible for reimbursement of their saved funds (Sasra, 2022). 
Savings and Credit Cooperatives Societies are significant promoters of the world's economy. The 2020 World Cooperative Monitor Report, as issued by ICA, stated that there are over three million societies worldwide that support a reliable economic growth by producing yearly revenue 2,146 billion USD and offering reliable job possibilities to over two hundred million households globally (World Cooperative Monitor, 2020). As highlighted by WOCCU 2020 yearly data analysis findings, the overall holdings and accumulated reserves held by the cooperatives stood at 3.21 trillion USD and 2.69 trillion USD, respectively. Aggregate loans disbursed stood on the reverse at 2.06 trillion USD.
Gundaniya (2023) illustrated that SACCOs were initially established in Germany in the 1870s to shield the underprivileged in society from exploitation by moneylenders. The concept then spread towards North America in 1990, Ireland, the United States, and Canada. Global Findex report 2021 approximates that there are about 1.4 billion unbanked households globally who cannot get access to financial services, among factors contributing to this number are lack of confidence in depository institutions, monetary illiteracy and lack of constant income.  They are a force to reckon with in economic inclusion and a critical element of institutional framework for fiscal arbitration (World Bank, 2018). Enabling a sustainable functioning of SACCOs is a sensible policy objective despite critics arguing that their share in the total financial system is small by standard. Their extensive presence in rural areas is very crucial in reaching out to underprivileged members of society (World Bank, 2018).   SACCO societies now play a major global role in improving the socioeconomic status of their members. To name a few, it is estimated that at least eleven thousand community and area-wide banks exist in terms of saving and credit cooperatives in Western Europe. These banks have over 56,000 locations, 33 million members, and over 400,000 employees. With a 17 percent savings market share, they are ranked third after commercial and savings banks. 

In Africa, the history of SACCOs can be traced back to Ghana. WebSacco (2021) posits that Father McNulty of Ghana explored the concept of retirement fund savings and the recognition of cooperative social orders by prompting the people of Jirapa, Ghana, to organize a cooperative association for savings and credit. The members were then able to attain financial positions that they would not have been able to on their own, thanks to the savings. Building these institutions as a powerful instrument to satisfy financial obligations of the livelihoods has been difficult in Africa, despite studies showing that cooperatives are fairly equipped to necessitate the required growth and equity in the region (ACCOSCA, 2023). 
According to Rawal (2021), Kenya, like other African nations, has seen notable advancements in the way its citizens handle their loans and savings. SACCOs have become incredibly popular throughout the nation over time, particularly in rural areas. This has contributed immensely to the increased membership, which directly affects these organizations’ financial performance. Kenya has the biggest SACCO movement in Africa, having 10.8 million participants with $ 16.4 billion in savings and stock. This is followed by Ethiopia with 6.9 million contributors, $ 711.2 million shares (WOCCU 2023).  SACCOs are among financial service providers Kenya is banking on to deliver the objective of attaining and supporting an average GDP growth rate of 10 percent annually through creation of a thriving and highly profitable financial industry that encourages high savings rates to support the nation's demand for investment, in line with the Economic Pillar (Kenya Vision 2030 progress report FY 2020/2021). 
The movement and changes in the total assets, gross revenue, and net members of regulated SACCOs are the primary metrics for tracking the growth and performance of SACCOs. In 2022, the gross loans, a crucial criterion for assessing the expansion and efficacy of SACCOs under regulation, experienced a growth of 1.76%. The DT-SACCOs category saw the highest growth rate in 2022, up 12.24% from a growth rate of 10.00% in 2021. Meanwhile, the NWDT-SACCOs segment saw a small increase in gross loan growth in 2022, up 8.90% from a growth rate of 7.74% in 2021. Nevertheless, since this growth rate is greater than the growth rate of deposits that NWDT-SACCOs have registered, this presents a challenge to NWDT-SACCOs to improve their savings rallying to satisfy lending needs and, should the trend continue, prevent future challenges. This trend in the performance of NWDT-SACCOs attracted attention from the SACCOs’ regulator. To fortify the sector, SASSRA operationalized the NWDT-SACCOs in 2020, bringing three types of SACCOs under its regulatory purview. The three SACCOs include SACCOs whose total deposits surpass Kes. 100 million; Saccos that utilize virtual platforms to mobilize savings and credit services; and Diaspora Saccos, which mobilize membership, savings, and credit to Kenyans residing overseas. 
The Kenya Financial Sector Stability Report (2023) recorded a gradual increase in both income and asset base of SACCOs. Based on the performance metrics for both DT-SACCOs and NWDT-SACCOs for the years 2021 and 2022, it leaves no doubt that NWDT-SACCOs have contributed to the sluggish growth rate of SACCOs combined compared to improved growth rates of other financial institutions in the financial stability report. This formed the justification of this investigation, to establish the fruitfulness of internal monitoring, stakeholders, as well as external events that could prevent the NWDT-SACCOs from achieving the expected performance by various stakeholders. 
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1.1 Problem Statement  	
Although NWDT-SACCOs' niche has seen exceptionally solid expansion and distribution, it has had uneven economic outcomes recently (SASRA, 2020). Maybe there’s an internal gap in surrounding loan processing impacting turnaround time, consequently reducing loan appetite among participants
In 2022, the assets of DT-SACCOs made up 85.76% of the total assets of the regulated SACCO business. This represented a slight increase from the proportionate portfolio of 85.63% that was reported previously. The assets portfolio of the NWDT-SACCOs amounted to 14.24%, which was a decrease from the assets portfolio of 14.37% reported in 2021. The deposits and gross loan portfolios of the DT-SACCOs segment saw comparable increases in market share proportions, rising from 83.95% in 2021 to 84.23% in 2022 and from 85.79% in 2021 to 86.16% in 2022, respectively. Deposits and gross loan portfolios of NWDT-SACCOs had comparable drops in market shares, falling from 16.02% in 2021 to 15.77% in 2022 and from 14.21% in 2021 to 13.84% in 2022, respectively. This presents a challenge to NWDT-SACCOs to work harder at strengthening their savings mobilization to satisfy lending needs. Gap in integration with digital platforms gives other financial institutions a competitive edge over NWDT-SACCOs, and if not addressed, may lead to their market share decline.
Although financial institutions have developed advanced techniques to manage financial risk since the 2008 global financial crisis, they have not been as successful in controlling operational risk. A contributing factor to this is that operational risk is complicated, encompasses a wider range of risk types, and is not always simple to quantify (GenGRC, 2024). 
Studies have been conducted on how different components of operational risk, that is, stakeholder engagement, internal audit, organization’s technology information systems, and external events, are related to profitability. Oginga (2023) investigated Generation Z's performance and staff retention tactics at Kenya Power and Lighting. Findings pointed out that there existed a constructive association connecting leadership, office settings, training, job characteristics, and financial performance of Generation Z. However, the simple random sampling used to collect data would not provide a guarantee that the employee sample would be well represented, especially in small samples where random variation can lead to skewed results. Olasehinde (2020) carried out a survey on internal business processes and productivity of employees in Nigerian public enterprises. Results demonstrated that internal business processes greatly influenced the productivity of Nigeria’s workforce. The current study has delved mainly into Kenya Savings and Credit Society in contrast to research on Nigeria’s workforce. 
[bookmark: _Toc171459604] Simbiri (2023) studied techniques an internal auditor uses on risk mitigation strategies and economic productivity of cooperatives   in Western Kenya.  Results pointed out that risk-based audit strategies had an imperative impact on the profitability of DT-SACCOs in the Western region. The current survey has utilized a diversity of deductive assessment methods to explore the relevance of the factors on profitability, a key component that was absent from the just evaluated literature.
[bookmark: _Toc190700527]1.2 Research Objective 
[bookmark: _Toc190700535][bookmark: _Toc190700536]The primary objective of this study was to ascertain the influence of operational risk management strategies and profitability of regulated Non-Withdrawable Deposit Taking Savings and Credit Societies in Nairobi City County, Kenya.                                                             
[bookmark: _Toc171459611][bookmark: _Toc190700537]2. Literature Review
2.1 Theoretical Review
The study was theoretically anchored on Risk management theory, which was established by Pyle (1999), focusing on evaluating the importance of risk management as a profession. Because the study was focused on the financial industry, market risk and credit risk equally received special consideration by scholars. Eichhorn (2004) stated that financial sustainability and productivity are impacted both directly and indirectly by credit and market risks. Rampini, Viswanathan, and Vuillemey (2019) explained that risk management method views market risk as a major factor in value loss, a process defined as a change in an asset's net worth. Wu, Olson, and Dolgui (2015) further explained that fluctuations in prime rates, convertibility rates, price of shares, and merchandise prices are important market variables that impact the value of assets. According to Eichhorn (2004), this concept questions tenets of Markowitz's contemporary portfolio theory, which maintains that the riskiness of a portfolio may be viewed as total of its many risk elements. As a result, special attention must be paid to each constituent. Advocates contend that an investment's risk is determined by investment return, an element that remains constant despite changes in the overall mix of the investment (VanHoose, 2017). Presented with multiple investing possibilities, management ought to evaluate possible risks and rewards related to select holdings to arrive at a selection that most effectively represents the desires of the owners (Saunders, Cornett & McGraw, 2006). 
One assumption of this theory is that risk emanates from uncertainty in outcomes, and this uncertainty can be quantified or qualified. It has the limitation of reducing complex real-life scenarios to quantifiable metrics, potentially overlooking critical nuances and interdependencies. This theory highlights the importance of risk mitigation in an organization and helps shareholders better understand why substantial resources should be allocated to the risk management division. It underpins operational hazards management in this study. It specifically underpins operational risk management as an explanatory variable.  
[bookmark: _Toc171459617][bookmark: _Toc190700543]2.2 Empirical Review
Njega (2023) did research on the profitability of deposit-taking cooperative societies in Nyeri County, Kenya. The investigation’s key focus was to assess how the economic success of these corporation Nyeri was influenced by the dedication of leadership, empowered staff members, dedication to clients, and constant enhancement. In an exploratory study, informal surveys were used to collect raw data and were given out via a drop-and-pick method. As per the findings of the Pearson correlation assessment used, there was a high beneficial link connecting profitability with employee engagement, commitment from leadership, continued enhancement, and attention to client satisfaction.   The study failed to capture how ineffective systems and controls affect the DT-SACCOs’ performance, such that despite commitment of staff and management, profitability realization can face challenges. The current study assesses several variables that coordinate towards cost reduction and profit realization.  
Simbiri (2023) researched the influence of auditing and risk estimation processes on Western Kenyan DT-SACCOs' financial results. The investigation primarily looked at how competitiveness and audits applied inside an organization influenced these institutions in Western Region of Kenya. The initial findings were gathered via questionnaires sent out using a qualitative research technique. A regression study revealed that audit strategies based on internal risk had an imperative influence on the economic success of the institutions in the Western area. There is a risk that the investigation's fragmented methodology for assessing internal control measures would lead to unnecessary or inadequate experiments, costing both time and cash.  The current study seeks to use an integrated approach to evaluating internal processes and audit on the profitability of NWDT-SACCOs.    
Hassan (2023) investigated the internal shift in leadership and organizational effectiveness of Kakamega County Referral Hospital, Kenya. The purpose of the investigation was to look into how the operation of the organization was affected by employee education, corporate culture, organizational makeup, and utilization of technology. The investigation found that staff education, work environment, layout of the company, along technological advances all had a constructive influence on the institutional financial achievement.
Wu (2023) investigated aspects that lead to distinguished honors benefiting enterprises. Experimental examination's primary concern was on what effect the China Quality Award (CQA) winners had on the success of a company. Statistics spanning 2001 to 2016 CQA winners were used. The exceptional achievement of the prize recipients was examined using the incident study approach. Multiple correlation version was used to evaluate the impact of circumstances on the viability and compensation relationship. Findings showed that while productivity among employees was not affected by CQA, investment earnings and productivity were. Furthermore, companies under oversight that exhibit a high degree of creativity also benefit financially more than rivals.  This study had a contextual gap in that the study was carried out in China, with different market exposure from the current study that seeks to study operational risk management and profitability in Kenya. 
Oluwasola (2022) investigated how internal control measures affected hazard evaluation and the production of Nigerian underwriting organizations. Quantitative data for the investigation were gathered using a transverse research approach. The outcome demonstrated that evaluation of risks has a noteworthy impact on the productivity of cover providers in Nigeria. The study had a methodological gap of using cross cross-sectional research design, which has potential to increase non response rate given reducing validity of the analysis. The current investigation seeks to use descriptive research design. By use of drop and pick questionnaires with time period of two weeks response rate is likely to be improved.

Ogolla (2022) looked into how internal control mechanisms affected the Capital Markets Authority's financial performance, one of Kenya's state businesses. A descriptive study design was used with 144 Capital Markets Authority employees as the population. Data was gathered using self-administered questionnaires with closed-ended questions, statistical quantities, plus expert opinions were employed for scrutiny. It was demonstrated that authority recognizes and evaluates modifications that could have a major effect on the internal control system, and they mostly agreed that the authority takes the possibility of fraud into account when evaluating risks to the accomplishment of goals. It was discovered that the authority's control environment has a significant role in attaining financial success and that, to a large degree, the committee panel at all hierarchies of the leadership emphasizes the value of integrity and ethical behavior through their directives, actions, and behaviors. The study singled out a determinant of financial performance that alone cannot adequately be used to gauge the financial performance of a firm. The current study seeks to find out how internal control systems, together with other determinants, affect profitability in NWDT-SACCOs in Nairobi City County. 
Mbaruk (2022) assessed economic achievements of the Mombasa County government in Kenya and its internal inspection standards. In particular, it aimed to find out influence of risk mitigation strategies, financial reporting, independent assurance, and internal oversight on the economic achievements of the Mombasa County government. The study population had 108 workers, including first-party auditors, accountants, along executives of Mombasa County government recruited as interviewees using a descriptive study design. To gather data, an informal questionnaire was employed. Multiple correlation further corroborated the findings, as well as providing a predictive evaluation of the obtained raw information. The investigator discovered that the financial performance of the Mombasa County government was impacted by internal audit processes. The current study seeks to find out how internal control systems, together with other determinants, affect profitability in NWDT-SACCOs in Nairobi City County as opposed to evaluating one component of functional risk. 
Dae (2022) conducted research on the productivity of businesses dominating the horticultural segment and management of foreign exchange risk in Nakuru County, Kenya.  The investigation’s specific objective sought to determine the effect foreign exchange risk management had on the Kenyan horticultural sector's financial performance. The investigation utilized a causal analysis design to examine multiple horticulture businesses over the course of three years (2019–2021) to achieve its goals. It was found out that foreign exchange risk mitigation strategies had a notable influence on the productivity of firms dominating the horticultural industry in Kenya. Summary statistics were used to calculate the means and average deviation, and the multiple correlation approach was used to evaluate the research's assumptions. The study has a methodological gap in that the use of explanatory research design involves complex experiments in which full exploitation could raise ethical concerns. The current study seeks to use descriptive and inferential research designs in studying operational risk management and profitability in Kenya. 
Fang, Gunderson, and Long (2021) investigated the efficiency of an organization and the implementation of worker benefit distribution plans in Canada.  Specifically, they investigated the relationship between workplace productivity and the implementation of a worker benefit distribution plan, which was to be achieved through cooperation. To compare company productivity growth over the three- and five-year periods, they followed the adoption of profit-sharing with firms that had implemented profit profit-sharing plan and other firms that had not implemented the plan during the same periods. They employed a longitudinal research design. According to their findings, teamwork with decision-making authority could enhance employee empowerment, motivation, devotion, innovation, and job satisfaction. Utilization of a longitudinal study framework in the investigation could increase participant non-responsiveness given the duration of the study, in this case, three and a half years, affecting the study’s validity. 
Boateng (2021) investigated whether ownership type matters in Chinese mergers and acquisitions when it comes to value development and external funding sources. His study sought to determine how ownership structure and outside funding sources affected the value that a Chinese corporation obtained. The study employed conventional scenario research methods together with prevalence research analysis to investigate the correlation existing in the acquiring enterprises' value generation, ownership type, and external finance. It was discovered that while financial institutions’ funding has a dismissive though negligible control on the networth of companies owned by the government, it has a positive relationship with companies owned by individual investors. Findings indicated that China's capital markets punish state-owned enterprises (SOEs) with price depreciation because they interpret the cheap and biased bank loans that SOEs can obtain as signals to the stock market. The study had a methodological gap in using cross-sectional regression analysis, which cannot determine the direction of causation between independent variable under study. The current study explores operational risk management and profitability using descriptive and inferential designs. 
Isiker and Tas (2021) sought to find out reasons for the incentive issuance declaration come back irregularity in this instance of developing nations. While considering a warning, monetary replacement along with volatility assumptions, the research sought to examine the share return conduct within bonus program pronouncements in eight developing countries during the years 2010 to 2019. In addition to doing country-based regression modeling, the conventional method for event studies was employed to determine whether an abnormality was present. The results showed that anomalous returns, a symptom of knowledge leakage, may be found in certain nations ten days before the release.  Only two nations experienced the effect's persistence following the announcement. While a modest relationship was identified between the anomalous return and other parameters, the magnitude of the bonus issue was determined to be highly important in the majority of countries. The study omitted a crucial variable, fraud management, without which the implementation of internal processes may not achieve much in improving the financial performance of institutions.   
Olasehinde (2020) investigated the influence of inner business processes and economic success of employees in Nigerian public enterprises. Both longitudinal and cross-sectional survey research methods were applied. Five-Likert Scale. Data were gathered using a questionnaire and observation methods.  Hypotheses were tested with the aid of conventional multiple correlation.  It was established that internal business processes did influence the productivity and effectiveness of Nigerian collective companies' workforce. The study has a contextual gap in that it investigated impact of internal processes in Nigerian public enterprises while the current study seeks to investigate how internal process and audit affects the economic stability of savings and credit societies offering only back services in Nairobi City County. 

[bookmark: _Toc171459620]Wang and Zhang (2020) researched job satisfaction and financial performance in shipping businesses using China Shipping Corporation Limited's operating model (CSCLO). Using a descriptive research design, that is, survey questionnaires, they investigated the impact of workers' job satisfaction on the business's overall financial success. It was determined that to secure their sustainable development going forward, shipping businesses must take into account addressing the demands of their workforce while enhancing the business's economic growth. Investigating financial performance as done in the study based on job satisfaction alone may lead to flawed results. Financial performance is a wide discipline composed of metrics and indicators that evaluate the efficiency, profitability, and overall financial health of an organization. Current study delves into evaluating the effect of operational risk management and profitability in NWDT-SACCOs, an aspect of financial performance that is objectively achievable. 
[bookmark: _Toc171459619]Alomar (2020) studied staff entitlement in enhancing company processes, client happiness, and capacity building. He ascertained the degree of empowerment at Safeway Company by employing a predictive-descriptive approach. A survey was created, distributed, and data were examined by use of multiple regression, mean, together with standard deviation. It was revealed that financial performance along with employee empowerment had direct relationship. The study has a methodological gap of using predictive descriptive research design that mostly centers on establishing future patterns based on past data and not investigating cause of one variable on the other. It has limited causal inference that may affect the validity of results obtained from the study. The researcher’s study seeks to use a descriptive research design.
[bookmark: _Toc171459623][bookmark: _Toc190700549]2.3 Conceptual Framework
Independent Variables 						Dependent Variable
Stakeholder engagement 
· Employee development
· Good communication channels
· Effective leadership skills 


Profitability
· ROA


Internal audit
· Technology integration
· Performance supervision
· Performance evaluation
· Performance reporting
Information technology systems
· System security
· Customer relationship management
· System integration

External events
· Political unrest
· Natural disasters 
· Burglary
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Figure 1: Conceptual Framework
3. Methodology
A descriptive research design was adopted while targeting thirty non-withdrawable deposit-taking cooperatives in Nairobi City County. Stratified sampling technique was used to select NWDT-SACCOs from different tiers. Systematic random sampling was applied in each stratum, that is, large, medium, and small tiers. A sampling interval was determined by dividing the total items in each stratum by the desired size. After arranging the SACCOs alphabetically in each stratum and identifying the first item as the starting point, every kth item was picked until the desired sample size was achieved. This resulted in 2 large tier, 8 medium tier, and 20 small tier SACCOs selected to have a total of 30 NWDT-SACCOs within Nairobi City County for gathering data. Secondary data was obtained from published reports by Sasra, a body that regulates cooperatives in Kenya, and other publications by these organizations. For each firm, secondary data was gathered using a data extraction table. Panel data involved a time series of five years from 2018 to 2023. Use of panel data enhanced credibility since it provides more efficacy, precision, as far as degrees of freedom choice is concerned.
[bookmark: _Toc190700570]4. Results and Discussion 
4.1 Descriptive Statistics 
Information regarding research variables as discussed was obtained by use of a 5-Likert scale.  Respondents were requested to give their responses based on individual judgements about the concepts presented as: 1. Constituted Strongly Disagree, 2.  Regarded as Disagree 3. Represented Undecided 4. Constituted Agree 5.  Implied Strongly Agree. Survey variables under consideration were stakeholder consultation, internal audit, information technology systems, and threats from external events. 
The majority of respondents on average strongly agreed to questions regarding stakeholders' engagement in day-to-day decision-making activities of their institutions. Non--withdrawable deposit-taking cooperatives seemed to have implemented strong internal audit functions as well as using recommendations from the audit department for the betterment of their institutions, according to responses which were between agree to strongly agree. Most of the respondents agreed that their organizations’ response to information technology requirements of the cooperatives was satisfactory, and security of their data met industry standards, as there was not a single case of data breach within the timeframe under research. Finally, the respondents strongly agreed that enough strategies had been put in place to counter threats from the external environment, to ensure employees are safe in case of disruptions from external environment. Therefore, all the four independent variables under operational risk management were seen to have noted influence on profitability of non-withdrawable cooperatives in Nairobi City County, going by descriptive statistics results.
4.2 Correlation Analysis
Pearson correlation coefficient aided in determining course and extent variables under research were connected. Results of the analysis are presented in Table 2.




Table 2:  Summary of Correlation Analysis
	Stakeholder Engagement
	
	ROA(Profitability)

	
	Pearson Correlation
	.334

	
	Sig. (2-tailed)
	.041

	
	N
	50

	Internal Audit
	Pearson Correlation
	.375

	
	Sig. (2-tailed)
	.016

	
	N
	50

	Information Technology Systems
	Pearson Correlation
	.500

	
	Sig. (2-tailed)
	.016

	
	N
	50

	External Events

	Pearson Correlation
	.478

	
	Sig. (2-tailed)
	.011

	
	N
	50


From the evaluation, it is evident that the efficiency of NWDT-SACCOs in Nairobi City County and stakeholder engagement have a r=0.334 connection, which was determined to be statistically significant at α=0.05. This implies that the firm's economic performance would rise by 0.334 for every unit improvement in stakeholder involvement. Therefore, the null hypothesis was repudiated in support of the alternative hypothesis, which stated that the profitability of these niches of cooperatives in Nairobi City County, Kenya, was constructively influenced by stakeholder consultation.
Productivity of non-withdrawable cooperatives in Nairobi City County and internal audit have a r=0.375 correlation, which was found out to be statistically significant at α=0.05. This then implies that the firm's profitability would rise by 0.375 for every unit improvement in the effectiveness of internal audit functions. This informed the decision to decline the point hypothesis in favor of the directional hypothesis, which stated that the monetary health back service offering cooperatives in Nairobi City County, Kenya, was significantly influenced by the internal audit function.
The productivity of BOSA services offering cooperatives in Nairobi City County and the information technology system have a r=0.500 correlation, which was determined to be statistically significant at α=0.05. This implies that the Saccos' profitability would rise by 0.5 for every unit growth in proper technology systems in place. This implies point hypothesis will be refuted in favor of the directional hypothesis, which states that the profitability of NWDT-SACCOs in Nairobi City County, Kenya, was significantly influenced by the information technology system.
Effectiveness of NWDT-SACCOs in Nairobi City County and proper control of threats from external events have a r = 0.478 correlation, which was noted to be statistically significant at α=0.05. This meant that the firm's profitability would rise by 0.478 for every unit expansion, with proper control of threats from external events. Therefore, conjecture was rejected in favor of the secondary hypothesis, which stated that the economic performance of non-withdrawable cooperatives in Nairobi City County, Kenya, was to a great extent influenced by external events.

4.3 Regression Analysis
The findings of the structural equation model have been posted in Table 3 after carrying out the analysis below;
Table 3:  Summary of Significance of Independent Variables on Profitability of Non-Withdrawable Cooperatives in Nairobi City County

	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.180a
	.032
	.146
	2.37554

	

	                                     ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	8.473
	4
	2.118
	27.5
	.025b

	
	Residual
	253.944
	45
	5.643
	
	

	
	Total
	262.417
	49
	
	
	

	

	

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	12.058
	3.629
	
	3.322
	

	
	ST engagement
	.161
	.681
	.046
	.236
	.002

	
	Int Audit
	.074
	1.058
	.015
	.070
	.039

	
	ITsytem
	1.266
	1.123
	.246
	1.127
	.031

	
	ExtEvents
	1.106
	1.156
	.237
	.957
	.034

	

	Dependent Variable: ROA
Overall adjusted R Square, which indicates that 14.6% discrepancy in economic achievement among back-office service offering cooperatives in Nairobi City County can be accounted for by employing the four variables under analysis, that is stakeholder consultation, internal audit practices, information technology system and governance of threats from outside incidences as shown in Table 3. Other factors account for 86.4% variance in revenue generation of these institutions. It was observed that F statistics desirability in the model showing extent to which operational risk mitigation strategies control economic health of strictly withdrawable cooperatives in Nairobi City County, Kenya at 27.5 and p=0.025, a figure that is below critical value of 0.05 indicates that there existed a scientifically outstanding influence of predictor variables on the predicted variable at 95% confidence interval. Therefore, as far as ANOVA test results are concerned, the general representation demonstrated that it was a good approximator of the discrepancies detected on the economic health of non-withdrawable cooperatives in Nairobi City County, Kenya. 


Empirical representation showing connection between the variables under study is below.
Empirical model is presented below.
Y = 12.06 + .046X1 + .015X2+ .246X3+ .237X4+ 3.63
X1 = people engagement 
X2 = Internal audit
X3 = Information Technology System 
X4 = External Events 
[bookmark: _Toc190700587]β 0 = Constant; β1, β2, β3, β4 = regressor variable measures; ε=Error term of the style
5. Conclusion
Involving stakeholders, mostly employees, in daily decision making and running of Sacco affairs significantly affects the profitability of these no withdrawable cooperatives. Results from the study yielded a conviction that internal audit practices have a significant influence on the profitability of this niche of cooperatives. An effective information technology system has a significant influence on the profitability of non-withdrawable deposit-taking cooperatives. Finally, negative threats from external events have a scientifically significant influence on the profitability of non-withdrawable deposit-taking Saccos.
[bookmark: _Toc190700595]6. Recommendations 
[bookmark: _Toc190700597]The study suggests that non-withdrawable deposit-taking Saccos should reinforce operational risk management practices, such as having in place a properly governed internal audit, effective information technology systems. Operational risk, being the mother of all risks, needs attention; it deserves to save organizations from losses.
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