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ABSTRACT

The study investigated Operational risk management, and its role in fraud mitigation among
financial institutions. The literature reviewed defined fraud, its various types, highlighted the
methods of fraud detection, and also gave an insight on how operational risk is managed

within financial institutions.

The study employed the purposive sampling technique to draw respondents among bank
staff. Both qualitative and quantitative data was analysed to derive meaningful conclusions

and recommendations.

Study findings revealed that operational risk management is effective in mitigating fraud, and
that the most common fraudulent cases among banks include suppression of customer
deposits, forgery of signatures and impersonation by customers, among others. It was also
established that most frauds in financial institutions are perpetrated by internal members of

staff.

The study recommended that banks should understand the importance of risk management to
their business, develop whistle blowing policies, and also develop incentive schemes to
reward staff. Financial institutions should further endeavour to train their staff in risk

management and above all strengthen their internal audit departments.
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