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Abstract
This research aims to: 1) Examine the significance of social capital, member participation,

leadership, management, and operational effectiveness of community financial institutions;
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2) Analyze the factors influencing the operational effectiveness of community financial institutions;
and 3) Explore strategies for improving the operations of community financial institutions in the
northern provincial cluster. A mixed-methods research approach was employed. The research tools
include: 1) A questionnaire survey of 400 community financial institution executives or committee
members, selected through simple random sampling; and 2) In-depth interviews and focus group
discussions involving 12 and 6 participants, respectively. The key informants consisted of community
financial institution committee members, academics, and financial institution experts, selected
through purposive sampling. The findings revealed that social capital, member participation,
management, and operational effectiveness were all rated at a high level, while leadership was
rated at the highest level. Multiple regression analysis indicated that social capital, member
participation, and management could predict 61.20% (R? = .612) of the operational effectiveness of
community financial institution in the northern provinces, with statistical significance at the 0.01
level. When ranking the factors influencing operational effectiveness, social capital had the highest
impact, followed by management and member participation, respectively. Strategies for enhancing
village and urban community funds should begin with promoting the local economy to foster
self-reliance among members and ensure a stable income. Approach to improv operational
effectiveness should include activities that strengthen social capital, encourage member participation,
integrate technology, and ensure the selection of knowledge, competent, and ethical committee
members who can manage operations with transparency.

Keywords: Social Capital, Participation, Management, Operational Effectiveness and Community

Financial Institutions
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