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Abstract: Over the last few years, the banking industry has witnessed numerous changes, some of which were triggered by
the financial crises, regulation by governments and the demand to digitalize. Similar to other organizations, Commercial
Banks face challenges in their attempt to renew their business models and sustain their future growth. The aim of the study
was to establish the effect of turnround strategies on organizational renewal; evidence from selected commercial banks in
Kigali, Rwanda. The study adopted a cross sectional research design. Respondents in three commercial banks; Equity Bank,
ECOBANK and KCB were selected to participate in the study. Regression coefficients were calculated for testing hypotheses.
Results of the study show that there is a statistical positive significant effect of turnround strategies on organizational renewal.
Therefore, to remain competitive, banks should constantly review their cost structure, redeploy/divest idle assets and most
importantly, establish new portfolios for profit generation. Such initiatives should be done in-line with the bank’s strategic
plan/agenda.
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(Ranu. Ruther,Peter, Tang,2010). In most parts of the

1. Introduction world, incidences of organizational performance decline

have been reported (Witteloostuijn, 1998, Cameron et al.
The last two decades have witnessed a growing gap 1988a ;). As such, the need for renewal was recognized
between corporate turnround theory and emperical worldwide as a measure to respond to emerging threatens
directive, long term decisions and actions targeted at the the 1893 depression saw the suspension of operations by
reversal of a perceived crisis that threatens the survival of major banks. In Australia, financial institutions were also
a firm (Mintzberg, 2010). Scherrer (2010) defines not spared during the financial instability of 1977(Jon,
turnround strategy as the process by which a business with 2010). On the other hand, the Korean financial crisis of
inadequate performance is analyzed and changed to 1997 challenged not only banks, but also stressed the
achieve desired results. economy. The severe global financial crisis of 2007-2008
Corporate failure is a well-known global problem. Since forced a number of banks to go under. In Africa, Nigeria
the advent of the global financial crisis, banks have experienced financial shocks resulting from effects of the
struggled to build their stability. The upturn of the global global  economic crisis  (Akinyere, 2016). These
banking industry has been as dramatic as its turn down occurrences require financial institutions to make constant
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assessment of the current conditions of the financial
system, their potential risk to institutional stability as well
as an examination of operations to ensure financial
soundness.

A number of studies on the on turnround strategies have
been conducted and some suggest that, achieving
organizational renewal requires new strategic focus.
Managers need to go beyond financial controls and focus
on strategic turnround issues for effectiveness while
innovatively responding to such crises (Ravi, Ethan,
Celent, peter et.al, 2015). PWC (2016) argued that, in a
declining situation, cutting out the low performing
business and inefficient operations(‘bad costs’) that waste
resources, securing the competitive degree of difference
from effective strategic cost reduction would be among
options to achieve renewal. Banks can as well compete
with increasing competitive forces in the financial-
services by capitalizing on every opportunity to reduce
costs while increasing internal efficiency (ubm Lcc,
2013).

In Uganda, renewal of the banking industry was achieved
through operational efficiency and improvement of
employee’s serving culture, while in Nigeria, the
government acknowledged that adopting financial
innovation become inevitable for banks to embark on
renewal, hence initiated cashless policy and strategies
(Odumeru, 2013).

In Rwanda, the development of the financial sector was
very slow before the 1994. In its post conflict turnaround
journey, the government of Rwanda set up an empowering
environment to support banking institutions. One of
Rwanda’s post turnaround successes on restructuring of
financial institutions was the increase in number of banks.
The banking system in Rwanda has recovered from a
period of restructuring that was undertaken between 2007
and 2008. These initiatives left many banks better
capitalized, provisioned, and liquid.

Further, significant changes in the banking landscape have
been reported, beginning with the transformation of
commercial banks such as BPR from a union of
cooperatives into a commercial bank (NBR Annual report,
2008). In most countries, turnround strategies adopted by
banks were reduction of operation cost by closing some
unprofitable  business, reducing headcount, while
introducing digital and modern system as a replacement to
aging technology and introducing new products.
Chowdhury (2002) argues that, it will be invalid to treat
upturn actions and outcomes as simultaneous events.
Therefore, the evaluation of the interactive effect of upturn
actions is necessary to know the expected result of each
proposed turnround strategy measure (Dial and Murphy,
1995)

Despite posting positive industry performance, the
banking sector is facing new challenges which impede its
drive to consolidate and increase its footprint
(Derreumaux, 2009). The Rwanda financial sector
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strategic plan 2013/2018 identified key challenges that
require adoption of more effective strategies. These
include: Rwanda’s low savings rates as a result of low
savings culture; limited access to banking products and
services in the rural areas with low incomes that translate
into low savings. Some commercial banks reported losses
in 2013 (e.g., ECOBANK and BPR) and NBR revealed
the need to put more effort in raising customer’s
awareness on the saving culture for banks to increase their
revenue and recover their operational costs (NBR, 2015;
NBR, 2016). Although sector efforts have been channelled
towards turnround strategies, research findings on their
impact on organizational renewal are mixed, with different
divergent conceptualisation. With the lack of convergence
in research findings and conceptualisation, it is
challenging to conclude that turnround strategies have an
effect on organizational renewal. Worse still, research
studies have failed to agree to the specific sources of
organizational decline (Byole & Desai, 1991, Baum 1989
and LeBreton, 2005). Therefore, the lack of unanimity in
the definition, source and effect of turnround strategies
calls for further research.

To respond to the above problem, three hypotheses were
formulated,

a) HOi: There is no significant effect of cost
reduction strategies on renewal of commercial
banks in Kigali, Rwanda

b) HO,: Asset reduction strategies and renewal of
commercial banks in Kigali, Rwanda are not
significantly correlated

¢) HOsz: There is no significant effect of revenue
generation strategies on renewal of commercial
banks in Kigali, Rwanda

2. Literature Review

Turnround deals with reversing organizational decline and
refocusing the organization to improve its performance.
Like in other disciplines, research on organizational
turnround and renewal is confusing and sometimes uneven
in definition, conceptualization and conclusion. Despite
differences in opinion among researchers, turnround and
organizational renewal are widely discussed topics in
strategic management research. Navarro (1998) conducted
a research on turnaround and renewal of the Bazan
Shipyard in Spain and established that, firms can renew
through innovative competitive strategies which increases
the velocity of change, ensure learning potential and
produce greater value for customers. Christine (2008)
associated bank’s renewal as adoption of new strategies by
enhancing existing products and building new areas of
proficiency. Protiviti (2015) emphasized the role of cost
efficiency on renewal journey. In Priotiviti’s study, cost
efficiency can be achieved through modernization of
aging system with more advanced system that allow the
firm to respond to the customer demand. This can be
achieved through a combination of effective low-cost
technological platform and application rationalization.



Ravi et. al, (2015) related renewal with provision of
innovative solutions that consider and integrate the use of
updated technology by giving value to customer taste and
preferences with an advanced strategic pace of leading
competition and early adopters capabilities to
continuously take advantage of the resulted first mover
advantages by means of; modernization for standard
purpose, automated banking process and outsourcing to
allow banks focus on core business activities. In their
study, Ravi et al (2015) further argues that, redefinition
of the bank for easy collaboration of the ecosystem while
allowing members to contribute to inimitable banking
ingredients based on core competences can help
commercial banks to ensure business efficiency and
effectiveness. Raj & Rob (2016) noted that, modernization
can provide long term cost saving and those costs can be
rebalanced for new investment. This kind of
modernization, new investment while promoting
continuous improvement for customer satisfaction creates
competitive advantages of a company translating into
profitability and sustainable growth.

Chowdhury (2002) developed a four-stage model to guide
in understanding organizational turnaround. The model
emphasizes the process approach instead of content
approach. Content approach tends to focus on the reasons
for variations in outcomes of turnround, while the process
approach focuses on how firms move away from
deteriorating performance to revitalising the organization
to success or even, enduring eventual failure. As opined
by Bacharach (1989), both process and content approaches
provide an in-depth understanding of renewal. Implicit in
a content approach is the process. Therefore, process and
content are inseparable and interlinked ((Van de Ven &
Huber, 1990, Pettigrew, 1992).

Nilkant and Ramnarayan (1998) provided an explanation
that the earlier an organization identified failure or its
symptom, the higher the possibility to get victory in
turnaround management. Decline is the first stage of the
turnround process. The source of decline is explained by
two theoretical perspectives: K-extinction. This opines
that organizational decline is a function of external factors
(Pfeffer & Salanncik, 1978). In the strategic contour,
decline entails a process and as such, an organization can
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initiate corrective measures at each stage. If measures are
initiated in the early stage of organizational decline,
renewal might be realised. In stage 2, Chowdhury (2002)
called it initiation. In this stage, Chowdhury emphasized
the fact that, it is easy to reverse the decline at its preceding
stages through strategic measures, such as cost-cutting,
superior employee efficiency and asset reduction. He
further argued that, when decline becomes more
complicated, major changes in strategic position regarding
product/market refocusing are compulsory.

In the 3" stage, Chowdhury introduced transition, where
organizations must highlight the need for a set of strong
function that must split into an open range of approaches
that give many choices to the implementer or the strategic
designer depending on the situation to reverse the
situation. These forces are mainly specific to certain
situations and may include resource commitments; sub
unit policies and programs; structure; rewards and people
management (Hambrick and Cannella, 1989), including
also a collection of variables such as: the style to manage,
governance structure, strategic orientation, experience of
the industry, organizational culture and leadership
qualities of the top management combined with actions,
characteristics and skills of individuals (Chowdhury,
2002).

In the last stage (outcome), the performance measure
determines whether a turn round has been complicated or
has been achieved. Management of the organization must
take steps to undertake an in-depth assessment of the
various approaches used in attaining the measure and
whether there is hope for renewal, or collapse.

3. Methodology

The study adopted a cross sectional research design.
Banks were stratified into large, medium and small. Each
category was represented by one bank. 72 respondents
were purposively selected from the three commercial
banks. The selection of the 3 commercial banks was based
on; asset value, time spent in Business and initiatives
undertaken to revitalize their operations (turnaround).



Table 1: Sample size per selected bank

SELECTED BANKS

RESPONDENTS LARGE MEDIUM SMALL
ECOBANK KCB EQUITY TOTAL
CEO 1 ) .
CFO 1 . .
CHRO 1 1 1
COO 1 . . ;
Managers 15 15 15 45
Directors 5 5 5 15
TOTAL 24 24 o4 -

Primary data was obtained through questionnaires, while
secondary data was obtained from different reports
including but not limited to; monthly and annual financial
reports, strategic plan and National Bank of Rwanda
annual reports.

In terms of modelling and model specification, CR
represented cost reduction, AR represented asset
reduction, revenue generation was represented by RG,
while culture change as one of dependent variable
(organization renewal) was presented by the term CC
while profit generation a construct of the dependent
variable (organization renewal) was represented by PG.

To analyse data, the model below was specified. This
model treats turnaround strategies as the independent
variables while the dependent variable was organizational
renewal.

Y= fo +p1Xe + f2Xo + f3Xzs + &

Where by
Y = Organizational Renewal
a = Constant term
o = Beta coefficient
X1 = Cost reduction
X2 = Asset reduction
X3 = Revenue generation
£ = Error term

Thus, the econometric model in terms of independent and
dependent variables was stated as;

Y (ccsc, RG)=a Hficr + f2ar + f3rc + £

whereby B B> @Nd By are slopes coefficients representing

the influence of the associated independent variables over the
dependent variable. g1 describes the relationship between
cost reduction (CR) strategies and organizational renewal, B2
describes the relationship between asset reduction (AR)
strategies and organizational renewal, p describes the
relationship between revenue generation (RG) strategies and
organizational renewal while € describes the value of the
model that does not fully represent the relationship between
the independent variables and the dependent variables.

4. Results and Discussion

Questionnaires were distributed to 72 respondents. From
the 72 questionnaires, 67 were filled and returned, giving
93% response rate. This compares well with Goldstein
(2006) study in which of the 100 questionnaires sent out,
92 were returned giving 92% response rate. The response
rate was adequate for analysis and discussion of findings.

Not returned

Figure 1: Response rate
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4.1 Descriptive statistics on turnround strategies and
organizational renewal

411 Descriptive statistics on cost reduction

As presented in table 2 below, it was established that,
marketing costs were reduced by moving towards target
activities had the lowest standard deviation while the bank
moved from manual to automation had the highest
standard deviation. It seems, majority of the respondents
agreed with the statement that refocusing marketing to

target activities yielded the much-needed organizational
renewal. On the other hand, the study revealed that, the
mean observed on all variables is between 1 and 2.
Overall, there was not much deviation in agreement on
how cost reduction strategies influence organizational
renewal. These findings are supported by Vicentand Irene
(1997) analysis in which they opine that, a turnaround
attempt focusing on increasing efficiency through tactical
changes such as cost cutting, asset reductions and sales
push campaigns can reverse the performance gap

Table 2. Respondent’s views on Cost Reduction Strategy initiatives

Cost reduction strategies Max  Min SDtedV' Mean

The bgnk reduced operating cost by eliminating redundant positions resulting 4000 1000 0962 1881

in laying off excess employees

Only key items were outsourced 4.000 1.000 0.847 1.642

Marketing costs were reduced by moving towards target activities 4.000 1.000 0.724 1.448

Customer activities were shifted out of the branch 4,000 1.000 0.984 2.03

The _bank moved_ from mar]ual to aytomat_lon to reduce some operational and 4000 1000 1.051 2045

service costs while enhancing service delivery

Our bank reduced staff benefits and bonuses 4,000 1.000 1000 1.97

Adoption of_cost reduction resqlted into employees becoming cost conscious, 4000 1000 0903 1.821

thus enhancing staff collaboration

Adoption of cost reduction str_ategles resulteq into a .char)ge of internal 4000 1000 0808 1657

processes and procedures, resulting in a change in reporting line

Adoption of cost reduction strategies increased our profit 4.000 1.000 0.857 1.687

Average 904 1.798
4.1.2  Descriptive statistics for asset reduction

strategies
As reflected in table 3, respondents were requested to
indicate the extent to which they consider the effect of
asset reduction strategies on organizational renewal.
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Table 3. Respondent’s perception of Asset Reduction Strategy initiatives

Asset reduction strategies Max Min Std. Mean
Dev
The bank disposed off non-core assets 4.000 1.000 0.893 1.925
The bank closed off unprofitable business 4.000 1.000 0.953 2.003
The bank established efficient approaches to enhance 4.000 1.000 0.855 1.896
recovery and reduce bad debts
The bank adopted leasing of certain assets 4.000 1.000 0.851 1.821
The bank reinforced credit control processes to minimize the 4.000 1.000 0.659 1537
occurrence of bad debts and non- performing loans
The bank restructured loans to reduce number of defaulters  4.000 1.000 0.775 1.776
Bank gmployees commitment improved as a result of asset 4.000 1.000 0.690 1642
reduction
Asset redu_ctlon resultepl into a ch_ange in !nternal processes, 4 0o 1.000 0.969 2000
thus reducing costs while enhancing profit
Overall, Ithe ad_optlon of asset reduction strategies increased 4.000 1.000 0.77 1731
the bank's profit
0.824 1.818

As presented in table 3, results of the study revealed that
the bank’s reinforcement of credit control processes to
minimize the occurrence of bad debt and non-performing
loans had a standard deviation of 0.659, while the adoption
of asset reduction strategies enhanced employee
commitment with a standard deviation of 0.690. On the
other hand, the disposal of non-core assets had the highest
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standard deviation (0.893). It should also be noted that
although standard deviation denotes the degree of data
spread, an average deviation of 0.824, which is closer to 0
was not very distinct, implying greater agreement among
respondents that the disposal of non-core assets is
important in turning round organizational decline.



4.1.3 Descriptive statistics on Revenue Generation Strategies

Table 4. Respondent’s views on revenue generation strategy initiatives

Revenue generation strategies Max Min Std. Mean
Dev

The bank introduced new products such as loans, mobile money, foreign

exchange services, money transfer, ATMSs, credit cards internet banking and  4.000 1.000 0.9292 1.99

agency banking

Our bank invested in core businesses to expand our operations 4.000 1.000 0.8871 1.97

The bank initiated new marketing program to expand the business and 4.000 1.000 0.9692 2

customer base

Encouraged non-branch transactions that increase interchange revenue 4.000 1.000 0.982 2.22

O_ur pank mtroduce_d new service charges such as; ATM withdrawal charges, 4.000 1.000 0.8573 185

bidding charges, withdrawal changes

The bank increased interest rate and penalties 4.000 1.000 0.9118 1.96

Revenue _generatlon strategies help to create an efficient culture and 4.000 1.000 10121 279

collaboration

The pank realised a new change in processes and procedures to ensure 4.000 1.000 0.895 296

effectiveness

Through the new initiatives, more revenue was realised 4.000 1.000 0.9253 1.850

Revenue generation initiatives improved our profit 4.000 1.000 0.4997 1.194

A culture of work collaboration gnd a cost-conscious culture developed due 4.000 4.000 0.7324 136

to the pursuit for revenue generation

Renting out some of our assets helped to generate new revenue 4.000 1.000 0.6116 1.25

Average 0.8551 1.9428
As shown in table 4, majority of the respondents agreed Y(ccpe) represent organizational renewal with two

that revenue generation initiatives improved the bank’s
profit with a standard deviation of 0.4997. On the other
hand, the statement; we encouraged non-branch
transactions that increase interchange revenue had a
standard deviation of 0.982 while the average standard
deviation for all respondents was 0.8551. Looked at
carefully, the standard deviation among respondents was
not very high, suggesting a relatively low dispersion of
data (convergence). From the analysis, one can
descriptively conclude that revenue generating strategies
have enhanced the banks renewal initiative.

4.2 Inferential Statistics

This section presents the effect of turnaround strategies on
organizational renewal. The model below was developed
to determine the effect on turnround strategies on
organizational renewal.

Y(cc,PG) =Ly + BX + B X, + B X+ &
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constructs; culture change, and Profit. X; represents cost
reduction, X, represents asset reduction and X3 represents
revenue generation strategies. Regression analysis was
used to establish the value of R-squared. F probability was
used to ascertain the goodness of the model and
unstandardized coefficient (fi) for the significance of the
effect, with i depicting variation between 0 and 3. For the
start, each variable was individually analysed.

4.2.1 Effect of Cost Reduction on Organizational
Renewal (Culture Change-CC)

Hypothesis one of the study was; HO0i: There is no
significant effect of Cost reduction strategies on
renewal of commercial banks in Kigali, Rwanda

The effect of cost reduction strategy in the joint model was
analysed against each construct of organizational renewal.
Elements of culture change such as being cost conscious
and establishing organizational norms to drive the
organizations strategic agenda were considered. To



analyse the effect of cost reduction strategies on culture on culture change are unaccounted for. The
change, the model below was established. unstandardized coefficient (B1) is equal to .722 this

Y (co) =Bo+ B1 X1+ &1 indicates that a unit (1) change in cost reduction causes an
increase of .722 in organizational culture. Therefore; the

From table 5 below, R2 is equal to 0.790, which indicates resultant regression equation is as presented below:

that 79% of variations in culture change are explained by Ycc =-0.45+0.722(CR)

the model used while the remaining 21% of the variance

Table 5. Summary model on the effect of cost reduction strategies on culture change

Model Unstandardized Coefficients Stand. Coef. t Sig.
B Std. Er. Beta

1(Constant) -45 174 264 .007
Cost Reduction 722 131 .768 5513 .000
R-squared 0.790

AdjustedR-squared 0.769

F-statistics 37.680

Prob(F-statistics) 0.000

Dependent Variable: Culture change
Table 6: Model Summary®
Model R R Square  Adjusted R Std. Error of Change Statistics
Square the Estimate

R Square  F Change dfl df2 Sig. F
Change Change
1 .8892 .790 .769 433862 790  37.680 6 60 .000

a. Predictors: (Constant), The Bank reduced some staff benefit and bonuses. , The Bank reduced operating cost by
outsourcing only key items and services, The Bank reduced marketing cost by moving towards targeted activities from mass
marketing in promoting its products, The Bank moved from manual to automation while enhancing excellent service
delivery., The Bank Shifted customer activity out of the branch to reduces cost-to-serve, The Bank reduced operating cost
by eliminating redundant positions thus, laying off some employees.

b. Dependent Variable: Adoption of cost reduction strategies improved habit and traditions of bank’s employees to work
effectively with cost conscious culture, thus improved staff collaboration

From table 6, the probability of F statistics Prob (f -stat) controllable and free up and re-direct resources. Chenhall
=0.000which is less than p<0.05 at a 95% confidence et al. (2011) argues that research has shown that a firm’s
interval implying that, the model is appropriate for the culture affects its performance. Research indicates that
data. Reading from the table (6), P -value is equal to 0.000 such a cost culture is a basic condition for a successful cost
which is less than 0.05 (P-value <0.05), this indicates that reduction (Shields and Young, 1992).

cost reduction has a significant effect on organizational

culture for commercial banks in Kigali, Rwanda. These 4.2.2 Effect of Cost Reduction on profit

results are confirmed by Shields and Young (1992) whose A regression analysis was used to evaluate the effect of
analysis shows that in times of uncertainty, when business cost reduction on profit. The resultant model is presented
models are challenged, leaders are bound to cut costs, to below.

make organisations more agile and robust, and adaptable Y(e.0)=fotpiX1+E(4.4)

to change. The use of cost-cutting and improvement Where Y(.q) represents profit generation and X cost
strategies aims at aligning costs with business strategy, to reduction strategies.

lower costs, focus on the aspects of the business that are
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Table 7: Correlation analysis of Cost Reduction on Profit

Model Unstandardized Coefficients Stand. Coef. t Sig.
B Std. Er. Beta
1(Constant) 422 0.235 1.197  .007
Cost Reduction .635 181 713 3.506 .001
R-squared 744
Adjusted R-squared .553
F-statistics 12.390
Prob(F-statistics) .000
a . Adoption of cost increased our profit
Table 8:Model Summary °
Model Summary®
Model R RSquare Adjusted R  Std. Error of the Change Statistics
Square Estimate RSquare FChange dft df2  Sig.F
Change Change
1 7448 .553 .509 .600340 .553 12390 6 60 .000

a. Predictors: (Constant), The Bank reduced some staff benefit and bonuses. , The Bank reduced operating cost
by outsourcing only key items and services , The Bank reduced marketing cost by moving towards targeted
activities from mass marketing in promoting its products , The Bank moved from manual to automation to
reduce some operating and serving expensive while enhancing excellent service delivery., The Bank Shifted
customer activity out of the branch to reduces cost-to-serve, The Bank reduced operating cost by laying off some

employees while eliminating redundancy positions

b. Dependent Variable: Adoption of cost strategies increased profit

From table 8, the summarized model provided an output
of R2= 0.553. This means that 55.3% of variation in
profit is explained by cost reduction. The model also
shows that F-statistic=0.000 which is less than p<0.05 at
a 95% confidence interval, implying that the model fits
well the data. The results also show that there is a positive
unstandardized beta coefficient of 0.635 and £0=0.422 as
indicated by the coefficient of cost reduction
strategies(table 7). This indicates that a unity change in
cost reduction can increase profit by 0.635 units from
0.422. From the above, results of the model below were
computed.

Ype = 0.422+0.635(CR)

Further, table 8 shows that P-Value is equal to 0.001,
which is less than 0.05 (P-value=0.000<0.05). This
indicates that there is a statistically significantly effect of
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cost reduction on profit generation for commercial banks
in Kigali, Rwanda.

4.2.3 Effect of asset reduction on culture change
Hypothesis two of the study was; HO2: Asset reduction
strategies and renewal of commercial banks in Kigali,
Rwanda are not significantly correlated Table 3
presents descriptive statistics.
To establish the effect of asset reduction on culture
change, the study correlated asset reduction on
organizational renewal. Renewal was measured in terms
of culture change and profit generation. To establish
whether there is a relationship between asset reduction and
culture change, the model below was established

Y(cc) = fotfaXa+ €



Table 9. Correlation Coefficient Analysis of Asset Reduction on Culture Change

Unstandardized Coefficients Stand. Coef.
Model B Std. Er. Beta T Sig.
1(Constant) 0.479 .158 3.043 .003
Asset Reduction 0.476 .180 535 2.639 .011
R-squared 0.550
AdjustedR-squared 0.505
F-statistics 12.232
Prob(F-statistics) 0.000

Dependent variable: Culture change

Table 10: Model Summary®
Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate

R Square FChange  dfl df2 Sig. F
Change Change
1 7428 .550 505 485197 550 12.232 6 60 .000

a. Predictors: (Constant), The Bank restructured loan to reduce number of defaulters, The Bank closed unprofitable business
, The Bank adopted leasing of some services , The Bank enhanced efficient and quick recovery to reduce and eliminate
bad dept , The Bank disposed off none core asset, The bank reinforced credit control process to minimize occurrence of
bad dept and None performing loan

b. Dependent Variable: Adoption of Asset reduction strategies improved habit and traditions of bank’s employees to work
further effectively with cost conscious culture whereby they also improved staff collaboration, the way they care about
customers and serve them.

Regression analysis was conducted to investigate the

statistical effect of asset reduction strategies on The results in the coefficient table 9 also show the P —
organizational renewal. From table 9 and Table 10, R2is value equal to 0.011. This therefore means that there is a
equal to 0.550. This means that 55% of variation in statistically significant effect of asset reduction strategies
organizational renewal is explained by the variance in on culture change within commercial banks in Kigali,
asset reduction strategies with only 45.0%of the variation Rwanda since p=0.011 which is less than p<0.05 at a
in culture change being associated with other factors. 95% confidence interval.

From table 10, the Probability of f statistics was Prob (f-

stat)=0.000< 0.05. This means that the model reasonably 4.2.4 Effect of Asset Reduction on Profit generation
fits well the data.

We also have unstandardized beta coefficient o equal to The regression analysis was conducted to investigate the
0.479 and B equal 0.476. This indicates that one unit effect of asset reduction strategies on profit for
change in asset reduction will increase culture change by commercial banks in Kigali, Rwanda. The general model
0.476 from 0.479. The resultant model is represented of the regression is:

below as: Yrc) = fotfaXe + &

Ycc = .479 +0.476 (AR)
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Table 11. Correlation Coefficients Analysis of Asset Reduction on Profit Generation

Model Unstandardized Coefficients  Stand. Coef. T Sig.
B Std. Er. Beta

(Constant) .106 .091 1.165 .024

Asset Reduction .997 .105 .990 9.535 .000

R-squared 0.882

AdjustedR-squared 0.870

F-statistics 74.666

Prob(F-statistics) 0.000

Dependent variable: profit Generation

Table 12. Model Summary®

Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate R Square F Change dfl df2 Sig. F
Change Change
1 .9392 .882 .870 .281235 .882 74666 6 60 .000

a. Predictors: (Constant), The Bank restructured loan to reduce number of defaulters , The Bank closed unprofitable business
, The Bank adopted leasing of some services , The Bank enhanced efficient and quick recovery to reduce and eliminate
bad dept , The Bank disposed off none core asset, The bank reinforced credit control process to minimize occurrence of

bad dept and None performing loan

b. Dependent Variable: Adoption of asset reduction strategies increased profit

As per the summary in table 12 above, R? is equal to
0.882, this indicates that 88.2 % of variation in profit
generation are explained by the model used, while 11.8%
of the variation in profit are unaccounted for by the model.
The probability of f-statistics is equal to 0.000 which is
less than 0.05. Therefore, the model is appropriate for the
data. In the same table (12) we observe that 52 equals to
0.997. This indicates that a unit change in asset reduction
will increase the profit by 0.997 units from1.106 units. The
above summary model also indicates that the P-value is
equal to 0.000, P-value=0.000<0.05. In conclusion, there
is a statistically significant effect of asset reduction
strategies on profit of commercial banks in Rwanda. The
resulting model is presented below
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Yre = 0.106+0.997(AR)

4.2.5 Revenue Generation and Culture Change

Hypothesis three of the study was; H03: There is no
significant effect of revenue generation strategies on
renewal of commercial banks in Kigali, Rwanda
Regression analysis was conducted to investigate the
statistical effect of revenue generation strategies on
culture change in Rwanda. The model below was
specified:
Y coy=Pot+fs3Xs +€



Table 13: Correlation Coefficients Analysis of Revenue Generation strategies and Culture change

Unstandardized Coefficients Stand. Coef.
Model B Std. Er. Beta T Sig.
1(Constant) 2.170 0.377 5.753 .000
Revenue Generation 1.348 .008 1.238 1.611 011
R-squared 0.264
Adjusted R-squared 0.190
F-statistics 3.584
Prob(F-statistics) 0.004

Dependent Variable: culture change

Table 14. Model Summary®

Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate R Square F Change dfl df2 Sig.
Change Change
1 5142 .264 190 .91081 264 3.584 6 60 .004

a. Predictors: (Constant), The Bank increased interest rate and Penalties , Our bank invested in core business to expand their
services, Encouraged non-branch transactions that increases interchange revenues, Our bank introduced other service
charges and maintenance charges i.e ATM cards charges ,withdraw charges, bidding charges, , The Bank initiated new
marketing program to expand the business and customer base, Introduced new products i.e New loan, mobile money, school

loan, foreign exchange services, Money Transfer, ATMs, credit cards, internet banking, agent services, swift, T24.

b. Dependent Variable: Adoption of Revenue Generation strategies improved habit and traditions of bank’s employees to
work further effectively with cost conscious culture whereby they also improved staff collaboration, the way they care about

customers and serve them

From the summary model presented in the tables above revenue generation strategies on culture changes in
(table 13 & 14), R2 was 0.264. This means that, 26.4% commercial banks in Rwanda. The resultant equation to
of variation in culture change is explained by the variance in understand the relationship is:

revenue generation strategies, while 73.6% of the Ycc=2.170+1.348 (RG)

variation in culture change is a result of other factors. From

the same table, the probability of F-statistics is equal to 4.2.6 Revenue Generation on Profit

0.004, this indicates that the model reasonably fits well the

data since Prob (F-statistics =0.004<0.05 Regression analysis was conducted to investigate the
The results also show that, there is a positive statistical effect of revenue generation strategies on Profit
unstandardized beta coefficient of B3 of 1.348 and B0 (as one of organization renewal constructs) in commercial
0f2.170 which indicates that a unit change in revenue banks in Rwanda. Related result were summarized in the
generation strategies will increase culture by 1.348 from modal summary below presented in table 15 and the
2.170 units. The P-value of the model is equal to 0.000 general equation for the model is represented by:

which is less than 0.05, with P-Value=0.000<0.05. Y (pc) =fo+fiaXs +& (4.11)

Therefore, there is a statistically significant effect of
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Table 15: Correlation Coefficients Analysis of Revenue Generation strategies on Profit

Unstandardized Coefficients Stand. Coef.

Model B Std. Er. Beta T Sig.
1(Constant) 226 192 1.173 .024
Revenue Generation 1.230 .344 1.212 3.571 .001
R-squared 0.771

Adjusted R-squared 0.748

F-statistics 33.625

Prob(F-statistics) 0.000

Dependent Variables: adoption of cost reduction strategies increased our profit

Table 16: Model Summary®

Model R R Square Adjusted R Std. Error of Change Statistics
Square the Estimate R Square F Change  dfl df2 Sig. F
Change Change
1 .8782 771 748 46463 771 33.625 6 60 .000

a. Predictors: (Constant), The Bank increased interest rate and Penalties , Our bank invested in core business to expand their
services, Encouraged non-branch transactions that increases interchange revenues, Our bank introduced other service
charges and maintenance charges i.e ATM cards charges ,withdraw charges, bidding charges, , The Bank initiated new
marketing program to expand the business and customer base, Introduced new products i.e New loan, mobile money, school
loan, foreign exchange services, Money Transfer, ATMs, credit cards, internet banking, agent services, swift, T24.

b. Dependent Variable: Adoption of revenue generation strategies increased our profit

As presented in table 16, R2 is equal to 0.771 indicating predicted. In table 17, the Prb(F-statistics ) was below
that 77.1% of variation in profit is explained by the 0.05, thus the model was appropriate for the data .p
variance in revenue generation strategy, with 22.9% of the coefficient also were found and assisted in evaluating how
variation in profit being accounted for by other factors. As turnaround strategies contributed to organization renewal.
per the information presented in the table above, the The model below was established.

probability of f statistics Prob (f-stat) =0.000< 0.05 which Y(ccpe) = flot i (CR)+ fiz (AR) + B (RG)+ € (4.13)

demonstrates that the model realistically fits the data. In
table 15, we have fz = 1.230 and S, =.226. This means that
a unit change in revenue generation will increase profit by
1.230 units from .226 units. The resulted equation to Multiple
explain the relationship is as presented below:
Y (p.6)=.226+1.230 (RG )

4.3.1 Turnaround strategies on Profit generation

Regression  Analysis was conducted to
investigate the statistical effect of Turnaround Strategies
(Cost Reduction Strategies, Asset reduction strategies and
. . Revenue generation strategies) on profit as a construct of
4.3 Joint Model:  Turnaround  Strategies ~ on organization renewal. As shown in the summary model
Organization renewal above (table 17), R was 0.794.This means that 79.4% of
variation inorganization renewal (measured in terms of
profit) are explained by turn-round strategies.
Based on the equation above CR strategies, AR strategies
and RG strategies, the operational model below was
established
S1=0.684, B»=0.457,53=0.573 while S=2.795, this
resulted in the model: Y(pgy =0.751+ 0.740 (CR)+
0.366(AR) + 1.093(RG)

In seeking to determine the joint effect of all constructs of
the independent variable (cost reduction, revenue
generation and asset reduction) on organizational renewal,
a multiple regression model was established to determine
the joint effect of all constructs of the independent variable
on the dependent variable. In the study, R-square was
generated to determine the quantity of the variance
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Table 17: Effect of Turnaround Strategies on Profit Generation

l. Variable: TS Coefficient Std.Coefficient t-Statistics Prob.
B Std. Error Beta

1(Constant) 0.751 0.385 2.563 0.000

Cost Reduction 0.740 0.191 0.831 2.534 0.003
Asset Reduction 0.366 0.192 0.366 2.482 0.001
Revenue Generation 1.093 0.761 1.186 2.321 0.011

R-squared 0.794

AdjustedR-squared 0.631

F-statistics 4,562

Prob(F-statistic) 0.000
Dependent Variable: Profit Generation further realise that fs> f2> f21. This implies that the
With 1= 0.740 as presented above, it means that a unit implementation of revenue generation strategies
change in cost reduction strategies will cause an contributed more than any of the remaining two
increase of 0.740units on profit from 0.751 while other variables on revenue generation and; cost reduction
variables are kept constant. Since B2 =0 366, we can strategies and lastly asset reduction respectively.
conclude that a unit change in asset reduction will cause ] o
an increase of 0.366 units on profit while other variables 4.3.2 Effect of turnaround strategies on organization

Multiple Regression Analysis was conducted to
investigate the statistical effect of Turnaround Strategies
on culture change.

revenue generation strategies will cause an increase of
1.093 units while other variables are kept constant. We

Table 18 .Effect of Turnaround Strategies on Culture Change
Model summary

Sample: 72

Included Observations:67

l. Variable: TS Coefficient Std.Coefficient t-Statistics Prob.

B Std. Error Beta

1(Constant) 321 .220 1.459 0.001
Cost Reduction 0.725 0.772 6.642 0.000
Asset Reduction 1.064 1.007 3.031 0.004
Revenue Generation 1.648 1.696 3.790 0.000
R-squared 0.944

AdjustedR-squared 0.892

F-statistics 21.963

Prob(F-statistic) 0.000
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Dependent Variable: Culture change

As presented in table 18, R2 was 0.944, indicating that
94.4% of variations in culture change are explained by the
model, while the remaining 5.6%are unaccounted. Result
in the coefficient table show that unstandardized coefficients
were; $1=0.725, $,=1.064, p3=1.648 with B0 - 0.321. Thus,
the identified equation describing the relationship was
stated below;

Y(ce) = 0.321+0.725(CR)+ 1.064(AR) + 1.648(RG)

P1=0.725 shows that that a unit change in cost reduction
will cause an increase of 0.725units on culture change
from 0.321 while other dependent variables are kept

constant. Indeed since f2 =1 064, this this means that a
unit change in asset reduction will cause an increase of
1.064 units on culture change while other variables
remain constant. With #3=164s, this indicates that a unit
change in revenue generation strategies will cause an
increase of 1.648 units on culture change while other
variables are kept constant. We also realised that f1< <
2. Therefore, the management of Revenue Generation
strategies will contribute more in terms of culture change
than others, followed by Asset reduction Strategies and
then lastly Cost reduction strategies. In a study by Jin,
Dehuan and Zhigang (2014) in in commercial banks
China, results of their study support the above findings.
Their research established that banks that employed
asset consolidation strategies realised substantial
increases in gross sales, operating margin, and return on
investment, but there was little proof of any significant
effect on the turnover ratio of assets.

References

Akinyele, Akinwumi, Ngumi,& Muturi (2016).Financial
Innovation Adoption and Turnaround, Journal of
Research in Economics and International
Finance (JREIF) (ISSN: 231-5671) Vol. 5(2)

Baum, J. A. (1989). Liabilities of newness, adolescence,
and obsolescence: Exploring age dependence in
the dissolution of organizational relationships
and organizations. Proceedings of the
Administrative Science Association of Canada,
10(5), 1-10

Berger, A.N., Klapper, L. F. and Turk-Ariss, R. (2008).
“Bank competition and financial Stability,”
World Bank Policy Research Working papers No
4696. (Washington DC: The World Bank)

Bold, C., (2011). Branchless Banking in South
Africa. Consultative Group to Assist The
Poor(CGAP). June 28-11

Boyle, R. D & Desai, H. B (1991). Turnaround Strategies

97

5. Conclusion and Recommendations

The study examined the effect of turnround strategies on
performance of commercial banks in Kigali, Rwanda. As
indicated by the results of the study, there is a significant
effect of turn round strategies on the performance of
commercial banks in Kigali, Rwanda. Whereas studies
indicate a relationship between turn round strategies and
organizational performance, challenges still exist in terms
of conceptualising the causes of decline which turn round
strategies should respond too. Further, different
researchers use different measures of bank performance.
None-the-less, organizational decline requires a system
analysis of the decline, identification, and formulation of
appropriate actions to avert the decline. From the study, it
appears that, effective turnround should focus on internal
strategic activities to create an alignment with the desired
course of direction. This view is supported by Carter and
Schwab (2013) who argue that operating turnaround
strategies involves a set of consequential, directive
decisions and actions aiming to reverse a declining
business as quickly as possible through asset reduction,
cost cutbacks and revenue generating.

As opined by Whitney (1987), turnround strategies require
firms to undertake market analysis to undertake actions
aimed at organizational recovery. This naturally implies
that, effective turnround strategies should adopt both,
outside-in and inside out- transformation. This is premised
on the understanding that turn-round strategic actions
respond to the source of organizational decline, which
might be internal, external or both.

for Small Firms. Journal of Small Business
Management, 29(3):3-11

BPR (2010-2015). Annual Report (2010-2015): Retrieved
from: http://bpr.rw/ annual. Report accessed on
January 12, 2017

CGl group inc. (2014). Banking application,
Modernization and portfolio management key
challenges and Successfactors, accessed on 31%
March 2017
fromhttps://www.cgi.com/sites/default/files/whit
e-papers/banking-application-modernization-
and-portfolio-management.pdf

Chenhall, R. H., Kallunki, J. P., & Silvola, H. (2011).
Exploring the relationships between strategy,
innovation, and management control systems: the
role of social networking, organic innovative
culture, and formal controls. Journal of
Management Accounting Research, 23, 99-128.

Chowdhury D.s (2002). Turnaround: a stage theory
perspective. Canadian journal of administrative
19(3),pp. 249-266.



Christine B.(2008).Core banking renewal, an oracle white
paper, accessed on 2"April 2017 from
http://www.oracle.com/us/industries/financial-
services/045685.pdf

Derreumaux.P,(2009). Renewal of African Banking
Sector,  retrieved  9"feb 2017
http://www.proparco.
fr/jahia/webdav/site/proparco/shared/PORTAIL
S/Secteur_prive_developpement/PDF/SPD16/S
PD16_Paul_Derreumaux_UK.pdf

from

Dial.j, Murphy.J.K (1995). Incentives, downsizing and
value creation at General Dynamics, Harvard
University Boston, MA 02163. USA .(Received
April 1994; final version received July 1994)
Journalof Financial Economics 37 (1995) 261-
314: retrieved on 2"march 2017 from
https://wwz.unibas.ch/fileadmin/wwz/redaktion/
summer_school/2012/yermack_david/readings/1
0_ dial___murphy_jfe_1995.pdf,

Jin. P., Dehuan G.R., & Zhigang, M. (2014) Impact
restructuring strategy had on the operational
aspects of the publicly traded firms in China .
Journal of strategic Management.17(3), 23- 38.

Jon D. Stanford (2010). Six Financial Crises: Are there
Common Threads? : retrieved from on 22" feb
2017
https://apebhconference.files.wordpress.com/20
09/08/stanford.pdf;

Miller, D. and Le Breton-Miller, 1. (2005). Managing for
the Long Run: Lessons in Competitive
Advantage from Great Family Businesses.
Harvard Business School Press, Boston.

Minecofine (2013). Final report, Rwanda Financial
Sector Strategy (2013-2018), retrieved on 2nd
January2017from
http://www.minecofin.gov.rw/fileadmin/templat
es/documents/sector_strategic_Plan
/Financial_Sector_Strategic_Plan_June2013.pdf

Mintzberg, H., (1994). The Fall and Rise of Strategic
Planning: Harvard Business Review, Vol. 72
No.1, 107-14

Mone, Mark A; Mckinley, William and Barker Ill,
Vincent L (1998). "Organizational Decline and
Innovation: A Contingency  Framework,"
Academy of Management Review, Vol 23, No 1,

Navarro J. (1998). Turnaround and Renewal in Spanish,
accessed 4"Feb 2017from http:www.research net

NBR(2009). Annual report2008, accessed 27"feb2016,

98

from
https://www.bnr.rw/fileadmin/Alldepartment
/MonetaryPolicy/upload/annualreport/Annual_R
eport_2008.pdf

NBR (2014). Aannual report 2014/2015: retrieved on 12
March 2017 from https://www.bnr.rw/
Fileadmin/.../upload/Annual
Report/BNR_Annual_Report_2015.pdf,
annual report 2016

NBR

NBR (2015). List of licensed Banks in Rwanda, Retrieved
on 1st feb 2017 from https://www.bnr.rw

NBR (2016). Quarterly Economic and Financial Report,
Developments and Prospects, first quarter
2016: retrieved from
https://www.bnr.rw/.../Quarterly/2016_Q1 Eco
nomic_and_Financial
‘Developments.

NBR(2016). Monetary Policy And Financial Stability
Statement, retrieved on 15 Jan 2015 from
https://www.bnr.rw/fileadmin/AllDepartment/M
onetaryPolicy/upload/Quarterly/MonetaryPolicy
Reports
/Monetary_Policy_and_Financial_Stability Stat
ement_ 25th_August_2016.pdf

Odumeru JA (2013). Going cashless: Adoption of mobile
banking in Nigeria. Arabian J. Bus.
Manag. Rev. 1(2): 9-17.

Peter (2015). Eco Bank records Rwf518.4m profit,
accessed on 29" April 2017 from http://www.
twizigamire.com/2015/04/eco-bank-records-
rwf518-4m-profit

Pfeffer, J. & Salancik, G.R.(1978). The external control of
organizations . New York: Harper and Row

Prasad C (2006). SRI in India: Innovation history and
institutional challenges.wwf international—
ICRISAT Dialogue Project and Xavier Institute
of Management, Patancheru. From
http://www.wassan.org

Protiviti (2015). The road to renewal modernizing aging
core systems at financial institutions, retrieved
from
https://www.protiviti.com/sites/.../fsi-it-core-
modernization-whitepaper-protiviti.pdf

Pwec (2013). More for less: five strategies to cost
reduction, retrieved on http://
WWW.pwc.com/structure

Raj.ch, Rob & dotun A.(2016). Converting cost to


ttp://www.oracle.com/us/industries/financial-s
ttp://www.oracle.com/us/industries/financial-s
https://apebhconference.files.wordpress.com/2009/08/stanford.pdf
https://apebhconference.files.wordpress.com/2009/08/stanford.pdf
https://www.bnr.rw/fileadmin/AllDepartment/MonetaryPolicy/upload/Quarterly/MonetaryPolicy
https://www.bnr.rw/fileadmin/AllDepartment/MonetaryPolicy/upload/Quarterly/MonetaryPolicy
https://www.protiviti.com/sites/.../fsi-it-core-

growth:Why strategic cost reduction matters in
banking, accenture, retrieved on 17" feb 2017
from https://www.accenture.com/strategy

Ranu.D, Ruther.U, Peter.N, Tang.T (2010). After the
storm, creating value in banking 2010 report,
accessed on 15 March 2017
fromhttps://www.bcg.com/documents/file39719
.pd

Ravi v., ethan W.,Celent, peter L.,sunil k.,Gupta,Michel
R., Puneet ch.(2015). The banking renewal
[finacle connect, Jul,dec2015/val08/issue3lassed
on 30t march 2017 from
https://www.edgeverve.com/wp-
content/uploads/2016/12/FClssue31-banking-
renewal.pdf

Sanya S. and Gaertner M.(2012). “Assessing bank
competition within the East African community,
IFM  working, WP/12/32. (Washington DC):
International Monetary Fund

Scherrer, P. S. (2010), Management turnaround:
diagnosing  business ailments.  Corporate
Governance, 3 (4): 52-62.

Shields, M. D., & Young, S. (1992). Effective long-term
cost reduction: a strategic perspective. Journal of
Cost Management, 6(1), 16—30.

Ubm Llc (2013). Six secrets banks can use to reduce and
drive process improvement retrieved on 30
March
2017, http://media.lexmark.com/www/doc/en_U
S/Six_Secrets_Banks_Can_Use_to_Reduce_Cos
ts_and_Drive_Process_Improvements_071813.p
df

Vicent, L. B. and Irene, M.D.(1997). Strategic Change in
the Turnround Process: Theory and Emperical
Evidence. Strategic Management Journal, Vol.
18, 13-38.

Witteloostuijn, Arjen Van (1998). "Bridging Behavioral
and Economic Theories of Decline: organization
Inertia, Strategic Competition, and Chronic
Failure,” Management Science, Vol 44, No4,
pp501-51

99



