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Abstract: Objectives: To determine the in fluence of  finance strategies on  performance of tier One listed 

commercial banks in Kenya. Finance strategy is crucial for banks to remain competitive. However, its 

influence on performance in banks has not been conclusively researched. Prior work: Studies have 

established a link between organizational performance and efficient management of assets. Use of mergers 

and acquisitions as a strategy has witnessed both successes and failures requiring deeper understanding on the 

application of finance strategies. Approach: Employing a positivist philosophy and a descriptive research 

strategy, data was gathered through structured questionnaires. Data analysis utilized descriptive statistics 

(frequencies, percentages, averages, standard deviations) alongside inferential statistics (correlation analysis). 

Research findings were presented using frequency tables. Results: The study found that there was a strong 

positive correlation between finance strategies and organizational performance of the banks. Implications 

and value: The study recommended development of guidelines on mergers and acquisitions, debt 

management, and financial restructuring by regulators to promote market stability. Banks could also 

encourage efficient resource allocation especially in digital infrastructure and prioritize high-return 

expenditures in technology to drive performance. 
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1. Introduction 

Every business process exists with the overarching goal of strengthening the company’s capacity to 

produce results. A company’s strategic plan outlines the specific actions that will be implemented to 

achieve its objectives (Snihur et al., 2021). One of the key strategies in banking sector is finance which 

wield significant influence over a bank’s financial growth, profoundly shaping its overall performance. 

Crafting effective finance strategies encompasses various facets, including mergers and acquisitions, 

judicious budgetary controls, and astute debt recovery mechanisms (Mukhtarov, 2023). Mergers and 

acquisitions serve as strategic levers enabling banks to broaden their market footprint, diversify 

product portfolio and attain  economies of scale (Popli & Ladkani, 2020). 

Bukovskis (2023) held that the restructuring of the banking industry in Slovenia was driven by the 
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necessity to establish a robust banking sector capable of fulfilling its financial intermediation role at 

minimal costs. The primary goals included offering services in line with global standards, engaging 

foreign financial institutions and ultimately privatizing banks. The primary focus was on bolstering the 

capital foundation by engaging in mergers, acquiring local banks, and identifying strategic investors to 

inject additional capital (Piroska & Podvršič, 2020). Similarly, in Japan, Yanagawa (2020) established 

finance tactics in the banking sector, aimed at expediting the performance of banks. Additionally, 

according to research out of Europe, banks that employ finance strategies at functional levels do better 

than those who do not (Chiaramonte et al., 2022). 

In Africa, finance strategy is now recognized as an essential instrument used by banks to manage the 

competitive market environment and improve overall efficiency. It assumes paramount importance for 

commercial banks seeking to grow the profits and build a strong capital base. In Nigerian banks, 

financial strategies, including mergers and acquisitions, budgetary control mechanisms, and debt 

recovery strategies have taken center stage as critical factors influencing the success or failure of 

commercial banks (Imhanzenobe, 2021). Adept execution of financial strategies not only propelled 

financial performance but also augmented market competitiveness, underscoring their indispensable 

role in navigating the intricacies of the banking sector (Imhanzenobe, 2021). Uwamariya et al. (2020) 

looked at how financial strategy-related operational results were affected by mergers and acquisitions 

in Rwandan commercial banks. In addition, Carlos et al. (2020) looked at how commercial banks in 

Burundi may improve their financial performance via debt collection tactics and budgetary 

management. Keeping the banking industry financially stable and profitable required strong debt 

collection procedures and adequate budgetary management methods (Carlos et al., 2020). 

In recent years, Kenya’s banking sector has experienced substantial growth, driven by advancements 

in technology and the evolving demands of customers. To effectively address these changes, industry 

players such as Cooperative Bank and Sidian Bank have embraced technology, marketing and 

workforce management strategies, aiming to enhance employee retention as a crucial aspect of their 

business choices within specific functional areas of the organization (Biringanine, 2020). These 

functional strategies enable commercial banks in Kenya to organize and mobilize distinct sub- units 

within the organization, ensuring the pursuit of the overall business strategy in daily operations 

(Chelangat & Namusonge, 2018). 

Echoing the dynamic trajectory of Kenya’s financial landscape, Irungu and Wainaina (2023) 

delineated the remarkable growth and expansion witnessed within the financial sector in recent years. 

Against this backdrop of burgeoning growth, commercial banks have adeptly embraced a spectrum of 

financial strategies, ranging from strategic mergers and acquisitions to the stringent implementation of 

budgetary control measures and adept debt recovery strategies. Such strategic orchestrations have 

catalyzed an upward trajectory in key performance indicators, bolstering profitability margins, 

fortifying asset quality, and consolidating overall financial stability within the sector. 

 

1.1. Statement of the Problem 

The core aim of financial institutions is to achieve their mission by delivering quality services, 

cultivating client relationships, leveraging intangible assets, and producing desired outcomes 

efficiently. However, organizational performance depends on numerous factors, including operational 

effectiveness, employee productivity, goal alignment, and an organization’s overall culture. 

Collectively, these factors shape a bank’s market performance and operational success. Given the 
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sensitivity of performance in the banking sector, banks have adopted strategic approaches, such as 

marketing strategies, technological innovations like mobile transactions and streamlined account 

opening via digital platforms.  

Despite these efforts, organizational performance in Kenyan banks has lagged since 2017. According 

to the Central Bank of Kenya’s supervisory report, pre-tax earnings among listed commercial banks 

dropped from KSh 85.35 billion in 2016 to KSh 75.39 billion in 2022—a decline of 14%. To mitigate 

declining revenues, banks took measures such as branch closures, employee layoffs, early retirement 

programs, and fee increases to boost non-interest income. These actions have impacted families’ 

financial security, while banking industry earnings further declined from KSh 147.4 billion in 2017 to 

KSh 133.2 billion—a loss of KSh 14.2 billion. Moreover, in 2020, the industry saw the closure of 23 

outlets and the layoff of 2,792 staff members. 

These challenges underscore the need for banks to explore innovative ways to enhance organizational 

performance and prevent work force reductions, and ensure sustained economic contributions. A 

deeper understanding of how finance strategies relate with performance of tier one commercial banks 

could address the critical gap in understanding how financial strategies influence the performance of 

listed commercial banks in Kenya thus averting the economic impact of declining performance. 

 

2. Literature Review 

Commercial banks play a crucial role in the financial sector, primarily acting as intermediaries in 

managing funds. In their pursuit of improved financial performance, banks continuously explore 

various strategies that enhance net income, boost reserves, increase share values, and improve 

dividends (Sa’diyah & Widagdo, 2022). Numerous studies have identified a strong link between 

organizational performance in banks and factors such as efficient management and asset quality as 

well as effective expense control. In an environment where financial sector changes have become 

rapid and complex, financial institutions have adopted advanced financial techniques and strategies, 

such as mergers and acquisitions M&A, financial restructuring, debt recovery measures, navigating a 

landscape marked by volatility, competition and regulatory pressure (Ogendo & Ariemba, 2022). 

Globally, financial restructuring and M&A activities have gained traction in the banking sector, aimed 

at scaling operations and creating synergies for enhanced performance. For example, in Indonesia and 

the U.S., banks employ M&A as a means to improve financial results and gain competitive advantages 

(Tambunan et al., 2021). Studies suggest that M&A outcomes can vary significantly, with some banks 

observing improvements in financial metrics, while others show little to no significant gains post-

merger (Tambunan et al., 2021). Similarly, in China, financial institutions leverage M&A to expand 

market reach and manage risk, while integrating debt recovery mechanisms to strengthen financial 

stability (Lai et al., 2023). Despite these efforts, the effectiveness of mergers remains mixed, with 

research across different regions revealing both successes and limitations. 

In Africa, economic reforms have led to significant shifts within the banking sector, primarily through 

M&A initiatives and financial restructuring. In countries such as Egypt and Ghana, banks have 

engaged in mergers to enhance performance, although research suggests these mergers do not always 

result in profitability improvements (Amewu & Alagidede, 2021). Challenges related to debt 

management have also surfaced, with commercial banks in countries like Nigeria introducing novel 

loan repayment mechanisms, including agent banking and digital platforms, to address rising non-
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performing loans (Ita et al., 2020). These innovations have improved loan repayment processes and 

helped banks manage financial challenges, yet reliance solely on debt management strategies has 

sometimes led to increased financial instability (Yunusa et al., 2021). 

In Kenya, banks have implemented flexible repayment plans and hardship programs to support 

customers facing financial difficulties, a proactive approach aimed at mitigating non-performing loans 

(Makori, 2023). Financial restructuring efforts have also been undertaken to stabilize the banking 

sector, with some institutions choosing to outsource debt recovery to collection agencies when in-

house recovery methods prove ineffective (Kinyua & Kihara, 2021). Additionally, Kenya’s banking 

sector has witnessed operational restructuring to improve performance, as evidenced by studies 

indicating enhanced outcomes for banks listed on the Nairobi Securities Exchange following 

restructuring efforts (Audi, 2022). Overall, the financial sector in Kenya has adopted strategic 

adjustments to address performance challenges and maintain competitiveness. 

 

3. Methods Used 

This study adopted a positivist paradigm and employed a descriptive cross-sectional design, enabling 

the collection of quantitative data at a single point in time without altering the study environment or 

influencing outcomes (Park et al., 2020). The target population comprised 88 participants from eight 

tier-one commercial banks who were heads of functional areas. The study used a census approach, 

including all 88 individuals in the population. Data collection was conducted through structured 

questionnaires. Data collected from surveys was entered into SPSS software for analysis. Descriptive 

statistics (frequency, percentages, mean, and standard deviation) and inferential statistics (correlation 

analysis) were used to draw conclusions on the research questions. 

 

4. Results 

4.1. Descriptive Statistics 

Finance strategy was assessed through four main indicators: mergers and acquisitions, debt 

management, financial restructuring, and financial expenditure, each representing measurable aspects 

that offered a systematic method for quantifying and analyzing this variable within the study. 

Responses were collected on a five-point scale: SD (Strongly Disagree), D (Disagree), M (Moderate), 

A (Agree), and SA (Strongly Agree). The study established that finance strategy influences the 

organizational performance of listed commercial banks in Kenya (mean =3.48 and standard deviation 

= 0.592). The relatively low standard deviation indicated a fairly consistent perception of finance 

strategies across the banks. The findings inferred that, particularly operational restructuring, with 

40.5% agreeing and 39.3% strongly agreeing, a high mean of 4.12 and a low standard deviation of 

0.924, is a critical strategy for improving efficiency in banks. Additionally, debt restructuring received 

strong support, with 50.0% strongly agreeing and 33.3% agreeing, suggesting that debt restructuring 

was a highly utilized and effective strategy in managing liabilities (mean score = 4.29 and standard 

deviation = 0.872). The finding agreed to that of Karani (2020) that debt restructuring helped many 

Kenyan banks manage their financial obligations more efficiently, leading to improved financial 

health and sustainability. The majority of respondents agreed (34.5%) or strongly agreed (25.0%) that 

issuing shares to new shareholders enhances the liquidity of listed commercial banks (mean = 3.63 and 

a standard deviation = 1.138). This indicated that share issuance was considered an effective liquidity 
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management tool. Njiru (2019) echoed these sentiments, observing that share issuance attracted new 

investors and enhanced liquidity in Kenyan banks, ultimately improving financial stability. Cost-

cutting was a somewhat important strategy, though not the primary focus for all banks as majority 

moderately agreed 32.1% (mean= 3.37 and SD = 1.095). Kimani (2017) found that although cost 

reduction strategies are essential for performance enhancement, Kenyan banks tend to balance cost 

management with other growth initiatives, such as technological advancements. Further, debt and 

equity restructuring techniques were used to revitalize the financial situation of publicly traded 

commercial banks, (mean = 3.19; SD=1.331). Waweru (2020) suggested that while restructuring is an 

important strategy, its success is highly contingent on how well it is executed and tailored to the 

specific financial context of the bank.The payment of dividends was seen positively, (32.1% agreeing 

and 26.2% strongly agreeing) that it attracts new shareholders, resulting (mean = 3.60; SD= 1.183). 

This suggested that dividends were considered an attractive incentive for shareholders. The findings 

mirrored those of Muriuki (2018) who found that dividend payments in Kenyan banks led to increased 

investor confidence, enhancing shareholder value and performance. Also, the respondents supported 

that budgetary forecasting helps banks control their expenditure (mean = 3.90; SD= 0.989). This 

implied that budgetary forecasting was a widely accepted financial management practice. Similarly, 

debt recovery was considered an effective method for improving financial performance (Mean= 3.61; 

S. D = 1.053). Majority of respondents agreed with mixed perceptions that asset restructuring was 

somewhat prevalent but not universally emphasized (mean = 3.25 SD = 1.040). Otieno (2020) 

supported this finding, indicating that asset restructuring plays a key role in optimizing financial 

resources but may not be prioritized equally across all banks. 

Conversely, mergers and acquisitions appeared to be underutilized. In particular, the study revealed 

that a substantial portion of respondents strongly disagreed (50.0%) and disagreed (20.2%) that 

mergers and acquisitions were predominantly used by listed commercial banks as a development 

strategy (mean = 2.02; SD = 1.261). 

 

4.2. Inferential Statistics Results 

Bivariate Pearson product-moment correlation analysis was used to measure the strength and direction 

of the relationship between finance strategies and organizational performance. Further, the analysis 

assessed whether the associations reached statistical significance or not. The dependent measure was 

found to be positively and significantly correlated with the financing method (r=.551**, n=84, 

P=0.000), according to the study. This indicated that organizational performance in Kenya’s listed 

commercial banks tended to grow with enhancements or improved finance strategies. The results 

aligned with those of Nurgaliyeva et al. (2022), who noted that good financial management techniques 

improve organizational results by guaranteeing appropriate resource allocation, budgeting, and 

financial stability in commercial banks. The model summary showed an R Square value of .551, 

indicating that 55.1% of the variance in organizational performance was explained by the independent 

variable; finance strategy. The study concluded that finance strategy provided a statistically significant 

influence on the organizational performance of listed commercial banks in Kenya thus rejecting the 

null hypothesis. 
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5. The Study Recommendations 

The study suggested that regulatory bodies, such as the Central Bank of Kenya, should enhance 

guidelines around mergers and acquisitions to ensure that these actions support market stability and 

fair competition. Additionally, policies promoting best practices in debt management would encourage 

banks to maintain optimal debt ratios, reducing financial risks. In practice, banks should develop clear 

strategies that fit their long-term goals, supported by thorough due diligence and integration planning. 

In debt management, establishing frameworks that balance growth and risk is essential, with dedicated 

teams monitoring debt levels and adjusting to market conditions. It was further recommended that the 

Trade-off theory should be examined in the context of other financial institutions other than banks 

such as insurance companies and micro finance institutions to shed more light on finance strategies 

and organizational performance. 

 

References 

Amewu, G., & Paul Alagidede, I. (2021). Mergers, executive compensation and firm performance: The case of Africa. 

Managerial and decision Economics, 42(2), 407-436. 

Audi, Z. O. (2022). Influence of financial restructuring on performance of non-financial firms listed in Nairobi securities 

exchange, Kenya. Reviewed journal international of financial management, 3(1), 18-28. 

https://www.reviewedjournals.com/index.php/Finance/article/view/37 

Bayman, E. O., & Dexter, F. (2021). Multicollinearity in logistic regression models. Anesthesia & analgesia, 133(2), 362-

365. 

Biringanine, A. N. (2020). Understanding the Scope of the Institutional Transformation within the Microfinance Sector: 

Evidence from Sidian Bank in Kenya. Perspectives on global development and technology, 19(4), 449-478. 

https://brill.com/view/journals/pgdt/19/4/article-p449_3.xml 

Bukovskis, K. (2023). Europeanization by foreign banks: Latvia from 1995 to 2004. Journal of baltic studies, 54(3), 491-512. 

Campbell, D. E., & Kelly, J. S. (1994). Trade-off theory. The American economic review, 84(2), 422-426. 

https://www.jstor.org/stable/2117871 

Carlos, N., & Ronald, M. O. (2020). Analyzing effect of alternative banking channels on financial performance of Burundi 

commercial banks: Evidence from Kenya Commercial Bank in Burundi. Asian journal of advanced research and reports, 

10(4), 1-11. 

Chelangat, B. L., & Namusonge, M. (2018). Savings mobilization strategies and the growth of savings and credit cooperative 

societies in Nairobi city county, Kenya. International academic journal of human resource and business administration, 3(2), 

48-78. http://www.iajournals.org/articles/iajhrba_v3_i2_48_78.pdf 

Chiaramonte, L., Dreassi, A., Girardone, C., & Piserà, S. (2022). Do ESG strategies enhance bank stability during financial 

turmoil? Evidence from Europe. The European journal of finance, 28(12), 1173-1211. 

Gikandi, J. W. (2018). The role of customer loyalty in enhancing service quality: A case of commercial banks in Kenya. 

Journal of Business Research, 93, 148-157. 

Gryglewicz, S. (2011). A theory of corporate financial decisions with liquidity and solvency concerns. Journal of financial 

economics, 99(2), 365-384. 

Imhanzenobe, J. (2021). Achieving competitive advantage and financial sustainability through acquisition and restructuring 

strategies. Journal of Accounting and Taxation, 13(3), 217-225. 

Ingle, P. V., Mahesh, G., & Deepak, M. D. (2021). Identifying the performance areas affecting the project performance for 

Indian construction projects. Journal of engineering, design and technology, 19(1), 1-20. 

Irungu, M. N., & Wainaina, L. (2023). Effect of mergers and acquisition on the organizational performance of selected 

commercial banks in Kenya. The strategic journal of business & change management, 10(3), 533-540. 



J o u r n a l  o f  A c c o u n t i n g  a n d  M a n a g e m e n t         I S S N :  2 2 8 4  –  9 4 5 9        J A M  V o l .  1 5 ,  N o .  3  ( 2 0 2 5 )  

280 

Ita, A. J., Owui, H. O., Dunsin, O. M., & Ita, R. I. (2020). Commercial banks lending and the growth of agricultural sector in 

Nigeria. IIARD International journal of banking and finance research, 6(3), 1-13. 

Kimani, R. K. (2018). Market share and competitive advantage in the Kenyan banking sector. African Journal of Business 

Management, 12(3), 28-36. 

Kinyua, F., & Kihara, A. (2021). Influence of organization restructuring on performance of selected media firms in Kenya. 

Journal of Business and Strategic Management, 6(3), 82-101. https://www.academia.edu/download/76647641/935.pdf 

Kirui, P. (2020). The impact of net promoter score on customer loyalty: A study of Kenyan banks. Journal of Marketing 

Research, 12(1), 72-84. 

Lai, X., Yue, S., Guo, C., & Zhang, X. (2023). Does FinTech reduce corporate excess leverage? Evidence from China. 

Economic analysis and policy, 77, 281-299. 

Mukhtarov, I. S. (2023). Methodology of leveraging big data in financial services for enhanced decision-making. 

Finansovyye rynki i banki, 9, 104-115. https://cyberleninka.ru/article/n/methodology-of-leveraging-big-data-in-financial-

services-for-enhanced-decision-making 

Muriuki, A. (2019). Service quality and customer satisfaction in the banking sector: A case of commercial banks in Nairobi, 

Kenya. International Journal of Financial Research, 10(4), 111-120. 

Muriuki, A. (2020). Competitive positioning in the banking sector: A key to sustainable growth. Strategic Management 

Review, 22(1), 34-48. 

Muriuki, N. (2018). Dividend policy and shareholder value: Evidence from Kenyan banks. East African business journal, 

9(1), 145–159. 

Mwangi, A. W. (2020). Customer retention strategies in the banking sector: Evidence from Kenya. Journal of Business 

Management, 45(4), 310-325. 

Nurgaliyeva, A., Ismailova, D., & Sarybayeva, I. (2022). Regarding the prospects for the introduction of the budgeting 

system of international financial organizations of the future. Futurity Economics & Law, 2(3), 38-50. 

Odinga, S. (2020). The impact of profit stability on financial health in the banking sector in Kenya. Financial health journal, 

5(3), 25-38. 

Ogendo, J. L., & Ariemba, J. (2022). Mergers and Acquisitions for Business Sustainability in Emerging Markets During a 

Vague Era: A Literature Analysis. AD-minister, 41, 35-56. https://dialnet.unirioja.es/servlet/articulo?codigo=8711796 

Otieno, J. (2019). Profitability and customer loyalty in the banking industry: Evidence from Kenya. International journal of 

banking and finance, 12(3), 56-70. 

Park, Y. S., Konge, L., & Artino Jr, A. R. (2020). The positivism paradigm of research. Academic medicine, 95(5), 690-694. 

https://journals.lww.com/academicmedicine/fulltext/2020/05000/the_positivism_paradigm_of_r%20esearch.16.aspx/%22 

Piroska, D., & Podvršič, A. (2020). New European banking governance and crisis of democracy: Bank restructuring and 

privatization in Slovenia. New Political Economy, 25(6), 992-1006. 

Popli, M., & Ladkani, R. M. (2020). Value constraining or value enabling? The impact of business group affiliation on post-

acquisition performance by emerging market firms. Management and organization review, 16(2), 261-291. 

Sa’diyah, C., & Widagdo, B. (2022). Financial distress, dividend policy, rgec and earning per share. Trikonomika, 21(1), 37-

45. 

Snihur, Y., Zott, C., & Amit, R. (2021). Managing the value appropriation dilemma in business model innovation. Strategy 

science, 6(1), 22-38. 

Tambunan, D., Wahyudi, S., & Muharam, H. (2021). Merger and Innovation to Improve Organization’s Performance in 

Indonesia to Fight Industrial Revolution 4.0: Case Study Merger Bank BTPN. Jurnal Khatulistiwa Informatika, 8(1), 90-94. 

https://www.academia.edu/download/98168896/pdf.pdf 

Uwamariya, M., & Loebbecke, C. (2020). Learning from the mobile payment role model: lessons from Kenya for 

neighboring Rwanda. Information technology for development, 26(1), 108-127. 

Yanagawa, E. (2020). Technology-driven next-gen corporate banking: Trends and implications in APAC and Japan. Journal 



J o u r n a l  o f  A c c o u n t i n g  a n d  M a n a g e m e n t         I S S N :  2 2 8 4  –  9 4 5 9        J A M  V o l .  1 5 ,  N o .  3  ( 2 0 2 5 )  

281 

of digital banking, 5(1), 61-82. https://www.ingentaconnect.com/content/hsp/jdb001/2020/00000005/00000001/art00007 


