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ABSTRACT

Warming of the climate system is unequivocal, and since the 1950s, many of the observed climate changes are
unprecedented over decades to millennia. The main objective of this study was to assess the impact of climate
change on banking performance in Kenya. The specific objectives were to assess the impact of climate change
strategy, corporate governance, climate change disclosure, and climate change policy against the banking
performance in Kenya. The total target population was all the commercial banks in operating Kitui town
with 250 employees which according to Kenya central bank annual supervision report, the town has a total of
10 bank branches 2019. Descriptive survey design and correlational research design were used in this study.
Primary and secondary data were used. While self-administered questionnaire and interview guide were used
to collect primary data, the study reviews the previous evaluation reports to seek the secondary data on
performance. The data collected was then analyzed by both descriptive and inferential statistical tools. Being
that the current study was dealing with the relationship study, the study therefore used regression model as a
tool of analysis and the results generated were presented in form of tables. The results of this study is to
benefit policy makers, managers, administrators, entrepreneurs, researchers, consultants, scholars and
trainers involved in strategic entrepreneurship development. This study tested the null hypotheses that
climate change strategy, corporate governance, climate change disclosure, and climate change policy have no
significant impact against the banking performance in Kenya. Pragmatism paradigm approach and mixed
method research was adopted in this study. The questionnaire was tested for validity and reliability.
Quantitative and qualitative techniques were used to analyze the collected data with the assistance of
Statistical Package for Social Sciences (SPSS) software. Multiple regression and correlation analysis were
carried out. The study found out that banking performance in Kenya was impacted positively by the change
strategy, corporate governance, climate change disclosure, and climate change policy.

Keywords: Climate Change Strategy, Corporate Governance, Climate Change Disclosure, Climate Change
Policy, Banking Performance

1.0 INTRODUCTION

1.1 Background of Study

Climate change are increasingly recognized as the fundamental challenges for businesses hence there is
need to protect the environment (Hoffman & Woody, 2008). The impact of climate change on companies
and society has intensified (Kolk & Pinkse, 2005; Stern, 2007). Over the past century, the average global
temperature has increased by more than 0.7°C and will continue to rise, with projections of 0.5°C to 5°C
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per decade (IPCC, 2013). Increases in the average global temperature, changes in precipitation patterns,
rising sea levels, drought and massive increases in weather-related natural catastrophes are consequences
of climate change (IPCC, 2013).

The major drivers of climate change are the increased concentration of greenhouse gases (GHG) in the
atmosphere, including the emissions of methane (CH4), carbon dioxide (CO2) and nitrous oxide (N20).
Stern (2007) reported that the amount of GHG emissions in the global environment has almost doubled
and continues to increase. The acceleration of GHG emissions worldwide is related to energy
consumption and transportation. Its estimated that, by more than 95 percent probability that the human
activities are responsible for the emission of the heat tapping Greenhouse gases(Change 2015). Carbon
dioxide in the atmosphere has increased by 35% in the past 250 years, by far exceeding natural variations
over the past 650,000 Years, and probably the past 10 million years (IPCC, 2007).

Climate change is already a reality. Ever-more-ferocious cyclones and extended droughts lead to the
destruction of infrastructure and the disruption of livelihoods and contribute to mass migration. Actions to
combat rising temperatures, inadequate though they may have been so far, have the potential to drive
dislocation in the business world as fossil fuel giants awaken to the need for renewable sources of energy
and automakers accelerate investments in cleaner vehicles. But measuring economic costs of climate
change remains a work in progress. A study by Gold, Russell. (2019). On the First Climate-Change
Bankruptcy, Probably Not the Last.” assess the immediate costs of changing weather patterns and more
frequent and intense natural disasters, but most of the potential costs lie beyond the horizon of the typical
economic analysis. The economic impact of climate change will likely accelerate, though not smoothly.
Crucially for the coming generations, the extent of the damage will depend on policy choices that we
make today.

Policymakers and investors increasingly recognize climate change’s important implications for the
financial sector. Climate change affects the financial system through two main channels. The first
involves physical risks, arising from damage to property, infrastructure, and land. The second, transition
risk, results from changes in climate policy, technology, and consumer and market sentiment during the
adjustment to a lower-carbon economy. Exposures can vary significantly from country to country. Lower-
and middle-income economies are typically more vulnerable to physical risks.

For financial institutions, physical risks can materialize directly, through their exposures to corporations,
households, and countries that experience climate shocks, or indirectly, through the effects of climate
change on the wider economy and feedback effects within the financial system. Exposures manifest
themselves through increased default risk of loan portfolios or lower values of assets. For example, rising
sea levels and a higher incidence of extreme weather events can cause losses for homeowners and
diminish property values, leading to greater risks in mortgage portfolios. Corporate credit portfolios are
also at risk, as highlighted by the bankruptcy of California’s largest utility, Pacific Gas and Electric. In
what The Wall Street Journal called the first “climate-change bankruptcy” (Gold 2019), rapid climatic
changes caused prolonged droughts in California that dramatically increased the risk of fires from Pacific
Gas and Electric’s operations. Tighter financial conditions might follow if banks reduce lending, in
particular when climate shocks affect many institutions simultaneously.

1.2 Statement of the Problem

Climate change is threatening every aspect of the life. Existing climate variability has significant
economic costs in Kenya. While there may be broad agreement that climate change is the greatest
economic and moral challenge of our time, there is far less agreement about how to address it.(Bowman
2010) Periodic floods and droughts cause major macro-economic costs and reductions in economic
growth Kenya (Stockholm Environment Institute report 2009). Future climate change will lead to very
large economic costs, almost 3% of GDP loss each year by 2030 in(Stockholm Environment Insititute
2009).Every institution and individual must act to limit GHG pollution within their own sphere of
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influence. As the epicenter of a countries economy, there is need to establish the current in place policies
by commercial banks on climate change to actualize the proposal of reducing GHG emissions. Banking
sectors as any other investment is also at risk of climate change risk impacts. ((Demertzidis et al. 2015).
Banks have to change from the ‘‘business as usual’’ way of operation if they have to be mitigated against
climate change risk as well as if they want to stand to be counted in the world effort of mitigating and
creating climate change resilient world. Based on problem at hand, there is need to establish the position
and efforts of commercial banks in deducing the GHG emission.
1.3 Obijectives of the Study
1.3.1 General objective of the Study
The general objective of this study is to assess the impact of climate change on banking performance in
Kenya
1.3.2 Specific Objectives
i.  Tofind out the impact of climate change strategy on banking performance in Kenya
ii.  To determine the impact of Corporate governance in terms of climate change on banking
performance in Kenya
iii.  Toevaluate the impact of the climate change disclosure on banking performance in Kenya
iv.  To assess the impact of climate change policy on banking performance in Kenya
1.4. Research Hypothesis
The following hypotheses was guide the study;
HO:: Climate change strategy has a positive impact on banking performance in Kenya.
HO,: Corporate Governance in terms of climate change has a positive impact on banking performance
in Kenya.
HOz: Climate change disclosure has a positive impact on banking performance in Kenya.
HO4: Climate change policy has positive impact on banking performance in Kenya.
1.5 Significance of the Study
This study is designed to help assessing how commercial banks are responding to climate change
impacts. The study will help the management of commercial bank in understanding staffs knowledge of
climate change impacts to their organization. The study will help commercial banks Climate change
knowledge level and Climate change impacts affecting their organization and hence be able to make
informed decisions and appropriate strategic responses not only for their risk management but also for
achieving the low carbon economy dream.
Climate change also provide not only risk but also the opportunities to banks which banks may not be
aware of, This researcher brought to notice the opportunities banks can take in their line of business and
achieve more sustainable growth. Findings of this study highlighted pertinent issues regarding the
industry which can help government in policy formulation especially CBK as the regulator of
commercial banks The research also hopes to help fill the knowledge gap regarding strategic responses
initiatives banks can take to respond to climate changes.

2.0 Literature Review
2.1 Theoretical Review
A theoretical review refers to the theory that a researcher chooses to guide him/her in his/her research
(Cooper & Schindler, 2014). In this study, the theoretical review consisted of theories, which exhibit
impact of climate change on organizational performance of financial institution using two theories
namely: resource-based view theory,and Institutional theory,
2.1.1 Resource-Based Views Theory
Traditionally, industry-based and resource-based views have been used to explain business strategy and
performance. The industry-based view suggests that conditions within an industry drive business strategy
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and performance (Porter, 1980); whereas, the resource-based view (RBV) (Barney, 1991) argued that it is
the specific resources of the organisation that drive business strategy and performance. Organization’s
resources can be classified into two: that is tangible which are financial, technological, physical and
human while intangible are: brand-name, reputation, and know-how resources. According to Barney
(2000), resources lead to sustainable competitive edge when they are accessible, rare, imitable and non-
substitutable. Resources such as technology, natural resources, finances and economies of scale can create
value. However, the resource-based view theory argues that these sources of value are available to all and
easy to copy, compared to the complex social system.

2.1.2 Institutional Theory

However, both perspectives are inadequate for examining the institutional underpinning, especially in the
emerging economies, as the institutions are significantly different from those in developed economies
(Peng et al., 2008). As organisations often respond differently towards climate change, even industries
within the same sector and country (Jeswani et al., 2008), Levy and Kolk (2002) suggested that
institutional theory offered the potential to explain the difference in organisations’ strategic responses.
Institutional theory provides a basis for examining social pressures and conformity to rules and norms of
the institutional environment (DiMaggio & Powell 1983; Scott, 2008). Institutional theory proposes that
regulatory, normative, and cognitive pressures influence organisations to respond and adopt specific
practices (Scott, 2008). Therefore, organisations facing the same institutional pressures are more likely to
have similar responses. For instance, coercive (regulatory) pressures may encourage organisations to
voluntarily disclose their sustainability information as a strategy to gain legitimacy (Amran & Haniffa,
2011). Existing research by Amran et al. (2012) applied institutional theory to explain climate change
mitigation efforts, arguing that businesses from various industries adopted similar mitigation practices
due to institutional pressures. Similarly, in a longitudinal study, Bansal (2005) examined Canadian firms
in the oil and gas, mining, and forestry industries, and found that institutional factors influenced corporate
sustainable development. Hence, institutional theory suits this context and may offer a good explanation
for organisations’ adoption of climate change business strategy

2.2 Conceptual Framework

Climate change strategy

Corporate governance .
Banks Performance in Kenya

—
-
Climate change disclosure

Climate change policy

Independent variable Dependent variable
2.1 Conceptual Framework

Figl.1: Conceptual Framework
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2.4 Empirical Review
Previous researches confirmed that organizations require greater assistance and direction on how to

address Climate Change Strategy on Banking Performance.(Hamann et al. 2017; Singh et al. 2018;
Mitchell et al. 2020; Villegas Pinuer et al. 2021). Numerous studies have explored the relationship
between climate change strategy and banking performance. A study by Smith et al. (2017) examined the
adoption of green lending practices by banks and found a positive correlation between sustainable lending
and financial performance. Similarly, Jones and Lee (2019) investigated the integration of environmental
risk assessment into banking operations and reported improved risk-adjusted returns. In the context of
Kenya, Nyaga and Muthinja (2020) analyzed the implementation of climate-resilient lending practices by
Kenyan banks and identified a significant positive impact on profitability. These findings collectively
suggest that a well-executed climate change strategy can enhance banking performance through risk
reduction, customer attraction, and revenue generation.

Corporate governance practices related to climate change have gained attention in recent years. A study
by Brown and Deegan (2018) examined the role of climate change committees in influencing banks'
environmental decisions and found that boards with dedicated committees are more likely to adopt
sustainable practices. In the Kenyan context, Njiraini and Kibera (2019) investigated the relationship
between board diversity and climate change initiatives in banks and concluded that diverse boards are
more likely to prioritize climate-related matters, positively impacting performance. These studies suggest
that effective corporate governance, particularly through specialized committees and diverse boards, can
contribute to improved climate-related decision-making and subsequently enhance banking performance.

Climate change disclosure practices have become essential for banks to communicate their sustainability
efforts and risk management strategies. A study by Chang et al. (2021) explored the relationship between
climate disclosure and bank performance and found a positive association between transparent reporting
and stock returns. In the Kenyan context, Ouko and Mutua (2018) investigated the extent of climate
change disclosure among Kenyan banks and highlighted the potential for enhanced stakeholder trust and
investor confidence through comprehensive reporting. These findings suggest that robust climate change
disclosure practices can positively influence banking performance by attracting socially responsible
investors and fostering trust among stakeholders.

The influence of climate change policy on banking performance has been examined in several studies. A
research by Scholtens and Zhou (2020) analyzed the impact of government climate policies on bank
profitability and found that banks in countries with stringent climate regulations exhibit better financial
performance. In the Kenyan context, Keter and Kipchumba (2019) investigated the alignment of Kenyan
banks' strategies with national climate policies and reported that policy adherence positively affects bank
reputation and customer loyalty. These studies collectively suggest that a supportive regulatory
environment and alignment with climate change policies can contribute to improved banking performance
through risk mitigation, operational efficiency, and market positioning (Kirea,& Omwenga,2023)..
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2.5 Critique for Available Literature

While many studies emphasize the positive relationship between climate change strategy and banking
performance, the literature tends to lack in-depth exploration of potential negative consequences. For
instance, there might be short-term costs associated with adopting climate-resilient practices, such as
increased operational expenses or initial difficulties in transitioning. Moreover, the literature often lacks a
comprehensive assessment of the specific indicators used to measure banking performance. Without a
standardized set of metrics, comparing findings across studies becomes challenging. Future research
should consider conducting longitudinal studies to better capture the long-term effects of climate change
strategy implementation. Additionally, researchers should explore potential trade-offs between immediate
financial costs and long-term benefits, providing a more balanced view of the impact on banking
performance (Charles, & Benson,2023)..

The literature frequently assumes a direct and linear relationship between corporate governance
structures, climate change awareness, and banking performance. However, this overlooks potential
complexities and nuances within the governance landscape. The impact of corporate governance might
vary based on the composition of boards, cultural factors, and the commitment of individual board
members to climate-related matters. Future studies should employ qualitative research methods, such as
interviews and case studies, to delve deeper into the mechanisms through which corporate governance
influences climate change decision-making and its subsequent impact on banking performance.

While much of the literature highlights the positive correlation between climate change disclosure and
banking performance, it often neglects the challenges and limitations of disclosure practices. There might
be concerns about greenwashing, where banks overstate their environmental efforts to attract investors.
Additionally, the literature rarely explores the potential negative impact of disclosure on banks that face
difficulties in aligning with sustainable practices. Researchers should address the potential biases and
limitations associated with disclosure data. A more critical examination of the quality, transparency, and
accuracy of disclosed information would provide a more nuanced understanding of its impact on banking
performance.

The literature tends to assume a direct and immediate relationship between climate change policy
adherence and banking performance. However, the actual influence of policy on performance might be
contingent on various factors, including the level of enforcement, banks' proactive approach to policy
integration, and the adaptability of banks to regulatory changes.Future research should consider exploring
the intermediate mechanisms through which climate change policies influence banking performance.
Comparative analyses of banks that successfully align with policies and those that struggle to do so could
provide valuable insights into the complexities of policy impact.

2.6 Research Gap

There is a gap in the literature regarding how the level and quality of climate change disclosure by
commercial banks in Kitui County, Kenya, affect their reputation, risk management, and financial
performance. There is a need to investigate how specific climate change strategies adopted by commercial
banks in Kitui County, Kenya, influence their financial performance, considering factors such as loan
portfolios, risk exposure, and customer engagement. There is a research gap in understanding how
corporate governance practices, including the composition of boards, oversight mechanisms, and
stakeholder engagement, impact the climate change strategies and subsequent performance of commercial
banks in Kitui County, Kenya. There is a need to investigate how compliance with or alignment to
climate change policies, both at national and international levels, affects the operational efficiency, risk
exposure, and profitability of commercial banks operating in Kitui County, Kenya.
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3.0 Materials and Methods

The research design and philosophy of the study were shaped by Orodho's definition of research design as
a plan for data collection and analysis, influenced by researchers' beliefs. The study utilized a descriptive
survey design, leaning towards qualitative methods, beneficial for efficient data collection from a large
group. However, limited research specific to Kenyan commercial banks created a research gap. The study
adopted a blend of positivist and interpretivist research philosophies to comprehensively understand the
impact of climate change. These paradigms complemented each other's limitations, with positivism
relying on standardized instruments and inter pretivism emphasizing subjective interpretation. The target
population comprised commercial banks in Kitui town with 250 employees, addressing a gap in research
regarding banking performance in the Kenyan context. A sampling frame facilitated participant selection,
and stratified random sampling ensured representation from each subgroup. The research employed
questionnaires for data collection, distributed among three bank departments. Primary and secondary data
were collected, where primary data was obtained from employees through questionnaires. The pilot study
tested instrument reliability and validity. Data analysis involved mixed methods, including Pearson's
correlation coefficient and regression analysis for quantitative data, with results presented through tables
and graphs. Qualitative data was presented descriptively. This comprehensive approach aimed to address
gaps in existing literature and provide valuable insights into commercial banks' responses to climate
change in Kitui County, Kenya.

4.0 Results

4.1 Response rate
The total number of questionnaires distributed were 75. These questionnaires were self-administered to
employees of commercial banks in Kenya. A total of 70 questionnaires were returned properly completed
(Table 4.1). This represented an overall response rate of 93.3% (Table 4.1). According to Kothari (2007),
a response rate of 50% is acceptable to analyse and publish, 60% is good, 70% is very good and beyond
80% is an excellent response rate.
4.2 Descriptive Analysis of study variables
4.2.1 Descriptive Analysis for Study on impact of climate change strategy on banking performance

in Kenya
The first objective of the study sought to examine the impact of climate change strategy on banking
performance in Kenya. To achieve this, the respondents were required to give their rating on a five point
Likert scale. Since the data was in ordinal scale percentage was used to summarize the responses as
shown in Table 4.16. 68.4% of the respondents agreed that they are familiar with climate change
strategies among the staffs, 22.5% strongly agreed. With a mean score of 1.9 and standard deviation of
0.6, it can be concluded that the majority of the banks do practice climate change strategies among the
staffs.
A value, 27.2% of the respondents agreed that Depth knowledge on source of climate change caused by
projects funded by commercial banks and 13% of the respondents strongly agreed on the same. This
makes 40% of the respondents cumulatively in an agreement that commercial banks has depth knowledge
on source of climate change caused by projects funded by commercial them. With a mean score of 3.2
and standard deviation of 1.4, the study concluded that the majority of the respondents agreed that
commercial banks has depth knowledge on source of climate change caused by projects funded by
commercial them.
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Thirdly, 47.8% disagreed that the current climate change strategies adopted by banks has been caused
natural and human factors. This has also been confirmed by a value of 3.2 and 1.2 for both the mean score
and standard deviation respectively.

A fraction of 41.1% agreed that Human activities are entirely to blame for the current climate change,
26.9% strongly agreed on the same. The study therefore concluded that the majority of the respondents
are in an agreement that Human activities funded by commercial banks are entirely to blame for the
current climate change. This has been corroborated by the mean score of 2.3 and 1.1 standard deviation.
These results are consistent with other studies for example, Olivier Boiral (2018) on the study of climate
change and business strategy reported a positive relationship.

The Cronbach Alpha Reliability Coefficient for these six items that were used to measure the impact of
climate change strategy on banking performance in Kenya was 0.701. That the reliability coefficient for
these items was 0.70 indicates internal consistencies of the items that were used to indicate the direction
of this variable in respect to the research objectives. The descriptive statistics are shown in Table 4.6
Table 4.2: Descriptive Analysis for Study on impact of climate change strategy on banking
performance in Kenya

Statements Strongly | Agree | Neutral | Disagree | Strongly | Mean SD
Agree Disagree

I am familiar with climate | 22.2 68.4 7 2.5 0.0 19 0.6

change strategies among the

banking staffs.

Depth knowledge on source | 13 27.2 9.5 24.1 26.3 3.2 14

of climate change caused by
projects funded by
commercial banks.

Current  climate change | 11.4 18 14.2 47.8 8.5 3.2 1.2
strategies adopted by banks
has been caused natural and
human factors.

Human activities are entirely | 26.9 41.1 11.1 18 2.8 2.3 1.1
to blame for the current
climate change.

4.2.1. 2Climate change risks affecting climate affecting banks

It was established that most (40%) of the banks are at credit risk due to climate change. This was
followed by market risks with 18.3% and the credit risk at 16%. The credit risk are as a result of mainly
by inability of debtors to honor their loan payment obligation due to weather or climate phenomena
generated by on-going climate changes. According to world risk report 2018, credit risk accounts to 20%
of total exposure, Market risks are due to change client s preferences, shifts in supply and demand of
certain commodities and products. while the physical risk are events driven eg lack of water, Extreme
temperatures all affecting banks organization (Task force on cliamte-related finacial disclosures Report
2017)

Table 4.3: Climate change risks affecting banks

Risk Frequency Percentage
Physical risks 10 16.7
Litigation and regulatory risk 6 10
Market risk 11 18.3
Credit risks 24 40
Financial risks 9 15
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_Total - 60 100
4.2.2.1 Commercial banks perceptions towards climate change risks
The study also sort to understand the how banks staffs perceived the risked paused by Climate change,
Specifically if the climate change risk are a major or minor risks, It was established only 33% had opinion
that climate change is major risk with 32% with the opinion that climate change risk are average risks,
This makes a total 65% and commercial banks being risk averse intuitions we can conclude climate
change risk of concern. The results have been tabulated in table 4.8
Table 4.4: Commercial banks perceptions towards climate change risks

N %

Major risk 20 33

Average risk 19 32

Minor risk 11 18

Unsure of risk 10 17
Total 60 100%

4.2.2 Descriptive Analysis for Study on impact of Corporate governance practices in terms of
climate change on banking performance in Kenya
The second objective of the study sought to establish the impact of Corporate governance practices in
terms of climate change on banking performance in Kenya. Percentages, mean score and standard
deviation were used to summarize the findings as summarized in Table 4. . 56.3% agreed that they are
familiar with Corporate governance practices in terms of climate change in their business, 38% strongly
agreed on their familiarity with Corporate governance practices in terms of climate change in their
business, 5.7% were neutral that is to say that they were not sure whether they were familiar with
Corporate governance practices in terms of climate change in their business or not while none of the
respondents neither disagreed nor strongly disagreed with this fact. With a mean score of 1.7 and standard
deviation of 0.6, the study can conclude therefore that the majority of the respondents were familiar with
the Corporate governance practices in terms of climate change.
On the other hand, 16.5% of the respondents strongly agreed that Continuous research on environmental
and climate change training have impact on banking services, 47.2% agreed on the same while 15.5%
were not sure of the same. Cumulative figure of 20.8% disagreed that Continuous research on
environmental and climate change training have impact on banking services. With the mean score of 2.4
and standard deviation of 1.1, the study can thus conclude that the majority (63.7%) agreed that that
Continuous research on environmental and climate change training helps their organisations improve on
the performance in the long run.
The third item that was also analysed was whether the reconfiguration of internal and external operations
helps the company to use resources wisely in terms of safeguarding climate change in the pursuit of
company goals. In this case, 38.9% of the respondents agreed that reconfiguration of internal and external
operations helps the company to use resources wisely in terms of safeguarding climate change in the
pursuit of company goals, 24.4% agreed, 36.7% neither agreed nor disagreed on the role of internal and
external reconfiguration and none of the respondents disagreed on the same. Having scored a mean of 2.1
and a standard deviation of 0.8, the study can indicate that the majority of the respondents (63.3%) agreed
that reconfiguration of internal and external operations helps the company to use resources wisely in
terms of safeguarding climate change in the pursuit of company goals.
The fourth item on whether the Banks adopt energy saving strategies in operation. On this item however,
21.8% of the respondents strongly agreed with this fact, 34.8% agreed, 30.4% neither agreed nor
disagreed, and 13% disagreed. This item of the study achieved a mean of 2.3 and standard deviation of
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1.0. This result therefore indicates that the majority (56.6%) of the respondents agreed that Banks adopt
energy saving strategies in operation.

The fifth item was on whether they assessment of a client’s environmental record before give out loans
where 10.8% and 60.1% of the respondents strongly agreed and agreed respectively that they assessment
of a client’s environmental record before give out loans, 19% neither agreed nor disagreed, 10.1%
disagreed on the same. This item sored a mean of 2.3 and 0.8 as a standard deviation. With these results,
the majority of the respondents (70.9%) agreed that Bank do assessment of a client’s environmental
record before give out loans.

Lastly, the sixth item looked at the Regular environmental and climate change audit are conducted yearly
where 4.1% strongly agreed and 30.4% agreed that Regular environmental and climate change audit are
conducted yearly. 31% neither agreed nor disagreed and 34.5% cumulatively disagreed that this is the
fact. With a mean of 3.0 and a standard deviation of 1.0, the study can indicate that this item is needed to
be conduct Regular environmental and climate change audit yearly. The descriptive statistics are shown in
Table 4.10.

Table 4.10: Descriptive Analysis for Study on impact of corporate governance practices in terms of
climate change on banking performance in Kenya

Statements Strongl | Agree | Neutral | Disagree | Strongly | Mean | SD
y Agree Disagree
I am familiar with Corporate | 38.0 56.3 5.7 0.0 0.0 1.7 0.6

governance practices in terms of
climate change in their business,

Continuous research on | 16.5 47.2 15.5 18 2.8 2.4 1.1
environmental and climate change
training have impact on banking
services

Reconfiguration of internal and | 24.4 38.9 36.7 0.0 0.0 2.1 0.8
external operations helps the
company to use resources wisely in
terms of safeguarding climate
change in the pursuit of company

goals.

Banks adopt energy saving | 21.8 34.8 30.4 13.0 0.0 2.3 1.0
strategies in operation

Banks do assessment of a client’s | 10.8 60.1 19.0 10.0 0.0 2.3 0.8
environmental record before give

out loans

Regular environmental and climate | 4.1 30.4 31.0 27.2 7.3 3.0 1.0

change audit are conducted yearly

4.2.3 Descriptive Analysis of the impact of the climate change disclosure on banking performance in
Kenya
The third objective of the study sought to establish the impact of the climate change disclosure on
banking performance in Kenya. Results of the study were summarized as in table 4. . 60.8% of the
respondents agreed that they were familiar with climate change disclosure practices in their business
followed by 35.1% who strongly agreed. 2.8% neither agreed nor disagreed on the same. This first item of
the study variable scored a mean of 1.7 and a standard deviation of 0.6. Cumulatively, 95.9% of the
respondents were familiar with climate change disclosure practices in their business. These results
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therefore indicate that the majority of the respondents are familiar with climate change disclosure
practices in their business.

In addition, 47.2% of the respondents agreed that climate change disclosure practices has improved
performance of their business followed by 42% who strongly agreed. 9.4% neither agreed nor disagreed
on this item of the study while 1.3% disagreed on this fact. Having achieved a mean score of 1.7 and a
standard deviation of 0.7, the study can conclude therefore that the majority (89.2%) of the respondents
agreed that climate change disclosure practices has improved performance of their business. 38.3%
respondents agreed that they have caution when dealing with climate change issues especially in projects
similarly 30.7% strongly agreed. 31% of the respondents neither agreed nor disagreed while none of the
respondents disagreed to this item. With a mean score of 2.0 and standard deviation of 0.8, the study can
indicate that the majority (69.0%) of the respondents were in an agreement that they have caution when
dealing with climate change issues especially in projects.

The fourth item that was tested was on whether there is carbon exposure evaluation before banks gives
out loans to financing project. Here, 54.4% of respondents agreed that there is carbon exposure evaluation
before banks gives out loans to financing project similarly 43% strongly agreed, 2.5% neither agreed nor
disagreed while none of the respondents refuted this fact. These results therefore indicate that the majority
of the respondents (97.4%) agreed that there is carbon exposure evaluation before banks gives out loans
to financing project with a mean score of 1.6 and a standard deviation of 0.5.

The fifth item focused on the presence of pricing carbon credits where 67.1% agreed that there is
presence of pricing carbon credits and 5.7% strongly agreed on this fact, 24.4% neither agreed nor
disagreed while 2.8% of the respondents disagreed. Looking at the result of the study, the majority agreed
to the fact that there is presence of pricing carbon credits scoring a mean of 2.2 and a standard deviation
of 0.6. The sixth item in this category was on Costing climate change issues where 68.7% agreed that
Banks are able to do Costing climate change issues, 26.3% strongly agreed, 5.1% neither agreed nor
disagreed while none of the respondents disagreed. With a mean score of 1.8 and a standard deviation of
0.5, the study can indicate that the majority of the respondents agreed that Banks are able to do Costing
climate change issues. The result in different departments have been discussed below

Table 4.11: Descriptive Analysis of the impact of the climate change disclosure on banking
performance in Kenya

Statements SA A N D SD Mean | SD

I am familiar with climate change | 35.1 60.8 2.8 1.3 0.0 1.7 0.6
disclosure practices in their business

The climate change disclosure practices | 42.0 47.2 9.4 1.3 0.0 1.7 0.7
has improved performance of their
business

The caution when dealing with climate | 30.7 38.3 31 0.0 0.0 2.0 0.8
change issues especially in projects

There is carbon exposure evaluation before | 43.0 54.4 2.5 0.0 0.0 1.6 0.5
banks gives out loans to financing project.

The presence of pricing carbon credits 5.7 67.1 24.4 2.8 0.0 2.2 0.6

Banks are able to do Costing climate | 26.3 68.7 51 0.0 0.0 1.8 0.5
change issues

4.2.4 Descriptive Analysis of the impact of climate change policy on banking performance in Kenya
The fourth objective of the study sought to determine the impact of climate change policy on banking
performance in Kenya. Percentages, mean and standard deviation were used to summarize the findings as
shown in Table 4.28. 41.1% of respondents agreed that they are familiar with climate change policy in
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their banking industry, 26.3% strongly agreed, 24.1% neither agreed nor disagreed on the same while 8.5
disagreed. With these results and a mean score of 2.2 and a standard deviation of 0.9, the study can
authoritatively indicate that the majority of the respondents are familiar with the familiar with climate
change policy in their banking industry.

Secondly, 28.7% disagreed that neglect of climate change policy can be a major source of failure/loss in
their banking industry and 27% strongly agreed that it can contribute to company failure, 16.9% agreed
while 27.4% were neutral. This item achieved a mean score of 2.6 and a standard deviation of 1.2.
Cumulatively therefore, majority of the respondents (56.1%) did not know what this item was and also
disagreed that neglect of climate change policy can be a major source of failure/loss in their banking
industry.

Thirdly, 75.9% of the respondents agreed that Good climate change policies has been proven to be truly
inspiring and describes a desirable future state for their banking systems, 13.6% strongly agreed it is
inspiring. This item scored a mean of 2.0 and a standard deviation of 0.5. It is therefore evident enough
that the majority of the respondents agreed to the fact that Good climate change policies has been proven
to be truly inspiring and describes a desirable future state for their banking systems. 65.8% agreed that
well-chosen climate change policies can help their company decrease production cost and increase
profitability while 31.6% strongly agreed to this fact. Having achieved a mean score of 1.7 and a standard
deviation of 0.5, majority of the respondents are in an agreement that well-chosen climate change policies
can help their company decrease production cost and increase profitability. A fraction of 57.9% and 37%
of the respondents agreed and strongly agreed respectively that as the Climate change policies becomes
visible to customers, the reputation of their company is enhanced and the likelihood of being viewed as a
market leader increases. 5.1% neither agreed nor disagreed and this item attracted none of the opposition
view from the respondents. This is a clear indication that the majority of the respondents agreed that as
the Climate change policies becomes visible to customers, the reputation of their company is enhanced
and the likelihood of being viewed as a market leader increases.

Table 4:12 Descriptive Analysis of the impact of climate change policy on banking performance in

Kenya
Statements SA |A N D SD | Mean | STD
I am familiar with climate change policy in their | 26.3 | 41.1 | 24.1 | 8.5 00 |22 0.9

banking industry.
Neglect of climate change policy can be a major | 27.0 | 16.9 | 27.4 | 28.7 00 |26 1.2
source of failure/loss in their banking industry
Good climate change policies has been proven to | 13.6 | 75.9 | 10.4 | 0.0 00 |20 0.5
be truly inspiring and describes a desirable future
state for their banking systems

Climate change policies can help their company | 31.6 | 65.8 | 2.6 0.0 00 |17 0.5
decrease  production cost and increase

profitability

Climate change policies becomes visible to | 37.0 | 57.9 | 5.1 0.0 00 |17 0.6

customers, the reputation of their company is

enhanced and the likelihood of being viewed as a
| market leader

4.3 Inferential Analysis

4.3.1 Correlation Analysis

The study sought to establish the strength of the relationship between climate change strategy, corporate

governance, climate change disclosure, and climate change policy and banking performance in Kenya. To

achieve this, Pearson’s correlation was carried out since both independent and dependent variables are in
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ratio scale. According to Kothari (2004), product moment correlation should be carried out if and only if
both dependent and independent variables are in either ratio or interval scale. If the correlation coefficient
is -1 then there is an inverse relationship and an increase in dependent variable is associated with a
decrease in independent variable and +1 there is a perfect positive significant relationship and an increase
in dependent variable is associated with an increase in independent variable (Kothari, 2011; Oso & Onen,
2009).

The study findings depicted in Table 4.20 indicated that there was a significant positive impact of climate
change strategy on banking performance in Kenya(rho=0.6530, p-value <0.05). This implies that a unit
change in climate change strategy increases banking performance by 65.3%. Secondly there was a
positive and significant impact of Corporate governance in terms of climate change on banking
performance in Kenya (rho =0.608, P value <0.05). This implies that a unit change in Corporate
governance in terms of climate change increases banking performance by 60.8%. Thirdly, there was a
positive and significant impact of Corporate governance in terms of climate change on banking
performance in Kenya (rho = 0.514, p value <0.05).

This implies that a unit change in Corporate governance in terms of climate change increases bank
performance by 51.4%. Finally, there was a positive and significant the impact of climate change policy
on banking performance in Kenya (rho = 0.521, p value <0.05). This implies that a unit change in climate
change policy increases banking performance by 52.1%.

Table 4.14 Correlation Analysis

Bank climate corporate | climate climate
Performance | change governance | change change
strategy disclosure | policy
Bank Performance 1
Climate Change Strategy .653** 1
Corporate Governance .608** 0.441 1
Climate Change Disclosure 514** 0.403 -0.508 1
Climate Change Policy 521** 0.303 0.305 0.280 1

** Correlation is significant at the 0.01 level (2-tailed).

Results in Table 4.14 shows that there was no variable which was omitted in the model because the p
value was less than 0.05. Therefore, we could not reject the null hypothesis.

4.3.2. Analysis of the Overall Model

In this section the findings are discussed focusing on the main objectives of this study which sought to
determine the impact of climate change on banking performance in Kenya. To achieve this, four climate
change strategy, corporate governance, climate change disclosure, and climate change policy against the
banking performance in Kenya. Overally, it was found that climate change had a significant positive
impact on bank performance measures thereby rejecting the null hypothesis that was tested that is,
Climate change have no significant impact on the bank performance. To prove this a multiple linear
regression model was adopted for testing the significance of the impact of the independent variables on
the dependent variable. Therefore, the overall model for the study was: -

BP = Bo+ B1 (climate change strategy) + p. (corporate governance) + B3 (climate change disclosure) +
B4 (climate change policy) + ¢

Inferential Analysis of the Overall Model

Sekaran (2003) argued that if the study seeks to analyse the data beyond means and standard deviations
for example if there is need to examine the relationship between variables then bivariate analysis such as
correlation and regression analysis are the most appropriate. Thus, the researcher applied Pearson
correlation analysis to examine the strength of the impact of climate change on bank performance.
Moreover, regression analysis was used to examine the nature of the impact as well as test the hypothesis
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of the study. The level of significance was tested at 5% and according to Oso and Onen (2009) with this
significance level then the researcher has 95% chances of making the correct decision that there exists a
significant impact of independent on dependent variable.

The overall model shows that 66.3% of the variation in bank performance can be jointly explained by
climate change strategy, corporate governance, climate change disclosure, and climate change policy
jointly. The remaining percentage can be explained by other factors which are excluded from the model.
Summary is as shown in Table 4.28.

Table 4.28 Model Summary for the Overall Model

Model R R Square Adjusted R | Std. Error of | Durbin-
Square the Estimate Watson
5 .814a 0.663 0.639 0.845 2.259

a Predictors: (Constant), climate change strategy, corporate governance, climate change disclosure, and
climate change policy

b Dependent Variable: Banking performance

The ANOVA results in Table 4.28 shows that climate change strategy, corporate governance, climate
change disclosure, and climate change policy all jointly have a significant impact on Banking
performance, and at least one of the slope coefficient is none zero.

Table 4.29 ANOVA for the Overall Model

Model Sum of Squares Df Mean Square F Sig.
5 Regression 905.087 4 226.272 5.933 .000b
Residual 2516.922 66 38.135

Total 3422.009 70

a Predictors: (Constant), climate change strategy, corporate governance, climate change disclosure, and
climate change policy
b Dependent Variable: Banking performance

Results in Table 4.36 shows that there was a positive and significant impact on climate change strategy on
the bank performance (p = 1.06, p value <0.05). This implies that a unit change in climate change strategy
increases banking performance by 1.02 units. Secondly, there was a positive and significant impact on
corporate governance on the bank performance (B =1.06, p value <0.05). This implies that a unit change
in corporate governance increases banking performance by 1.06 units. Thirdly, there was a positive and
significant impact on climate change disclosure on the bank performance (p = 0.41, p value <0.05). This
implies that a unit change in climate change disclosure increases bank performance by 0.41 units. Finally,
there was a positive and significant impact on climate change policy on the bank performance (f = 0.71,
p-value < 0.05). This implies that a unit change in climate change policy increases the bank performance
by 0.71 units

Table 4.30 Regression Coefficients for the Overall Model

Model Unstandardized Standardized
Coefficients Coefficients
B Std. Error Beta T Sig.
5(Constant) 4.87 0.16 30.39 |0.00
Climate Change Strategy 1.06 0.16 0.32 6.60 0.00
Corporate Governance, 1.02 0.16 0.31 6.35 0.00
Climate Change Disclosure 0.41 0.16 0.11 2.28 0.01
Climate Change Policy 0.71 0.16 0.22 4.42 0.00
a.Dependent Variable: bank performance
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5.0 SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 Summary of Findings
The current study stemmed from the realization of the research problem in literature the impact of climate
change on banking performance in Kitui County, Kenya. Empirically most of the studies on the impact of
climate change have been skewed towards use of primary data and only specific impact of climate change
and viability had been evaluated. Among the several studies which had been done in the Kenyan
perspective majority have not examined the causal joint effect of climate change and viability on the food
security in Kajiado County.
Consequently, the researcher’s primary purpose was to examine the impact of climate change on banking
performance in Kitui County, Kenya. Further, the study sought to test four hypotheses; Climate change
strategy has no significant positive impact on banking performance in Kenya, Corporate Governance in
terms of climate change has no significant positive impact on banking performance in Kenya, Climate
change disclosure has no significant positive impact on banking performance in Kenya and Climate
change policy has positive impact on banking performance in Kenya.
In order to meet the overall objective and test the study hypotheses the study adopted descriptive research
design. Stratified sampling technique was used to select a sample of 75 employees of the commercial
banks in Kitui County, Kenya. Primary data was collected from employees of the commercial banks in
Kitui County and out of 75 questionnaires which were issued only 70 were completely filled and returned
which yielded a response rate of 93.3%. The independent variables attributed examined in the study were
climate change strategy, corporate governance, climate change disclosure, and climate change policy in
Kenya. Descriptive analysis such as frequency, percentage, mean and standard deviation were used to
analyze the data which was summarized using figures and tables. Correlation analysis was used to
examine the strength of the impact of climate change on banking performance in Kitui County, Kenya.
and regression analysis was used to examine the nature of the the impact of climate change on banking
performance in Kitui County, Kenya. On overall 66.3% of the variation in bank performance can be
explained by climate change strategy, corporate governance, climate change disclosure, and climate
change policy in Kenya while the remaining percentage can be explained by other factors excluded in the
model. The findings of the study demonstrated that how climate change have impact on banks
performance.
5.2 Conclusion
This section presents the conclusions made in the current study. Research objective one in this study was
to find out the impact of climate change strategy on banking performance in Kenya. The indicators for
bank performance in this case were number of products, market share, number of employees,
profitability, annual running expenditure, and number of customers. It was therefore concluded that there
was a positive and significant impact of climate change strategy on banking performance in Kenya.
Research objective two in this study was to find out the impact of Corporate governance in terms of
climate change on bank performance in Kenya. The indicators for bank performance in this case were
number of products, market share, number of employees, profitability, annual running expenditure, and
number of customers. It was therefore concluded that there was a positive and significant impact of
Corporate governance in terms of climate change on banking performance in Kenya.
Research objective third in this study was to find out the impact of climate change disclosure on bank
performance in Kenya. The indicators for bank performance in this case were number of products, market
share, number of employees, profitability, annual running expenditure, and number of customers. It was
therefore concluded that there was a positive and significant impact of climate change disclosure on
banking performance in Kenya.
Research objective fourth in this study was to assess the impact of climate change policy on banking
performance in Kenya. The indicators for bank performance in this case were number of products, market
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share, number of employees, profitability, annual running expenditure, and number of customers. It was
therefore concluded that there was a positive and significant impact of climate change policy on banking
performance in Kenya.

5.3 Recommendations

Based on the findings of this study, it was recommended that; The members of the public should be
encouraged to develop more climate change policy and practice them since climate change is threat to
their business. The bank regulator need to come up with carbon reporting and exposure calculation
method and policy, this is to help banks calculate and report there Carbon foot prints and exposure. This
practice is gaining momentum world wide. The government to put in place banking policies requiring all
commercial banks to come up with climate change mitigation and offset strategies.

5.4 Suggestion for further research

From the findings, the R? was 66.3% which means that the independent variables (climate change
strategy, corporate governance, climate change disclosure, and climate change policy jointly) explained
bank performance to an extent of 66.3%. There are other factors which are not captured by the proposed
model in this study which are captured by 33.7% which is not explained. Another study can be carried out
to determine other factors explaining 33.7% of bank performance in view of the study context and scope.
This study analyzed the contribution of an analysis of Kenya commercial banks’ responses to climate
change, case of commercial banks in Kitui town. Further research can be done in other counties to
ascertain whether the results are in line so as to come up with a solution. Also more research can be done
if the commercial banks climate change and environmental policies are effective to respond to climate
change.
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