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1. Introduction 

 

Green operations’ is a term that emerges from the literature and it relates to all aspects related to product manufacturing, 

usage, handling, logistics and waste management. Today, environmental protection and economic burden on industry is leading 

organizations toward re-evaluation of their corporate strategies including operations and business performance. This is reflected in 

literature by the growing number of recent papers that explore the relationship between environmental operations and business 

performance (Ngniatedema & Li, 2014). 

 

Green operations management should be an integral part of business but integration will be favored when decision makers in 

the firms realize that the implementation of proactive environmental strategies and pollution prevention initiatives may help firms 

to reach a situation in which both the company’s financial performance and the environment will benefit. 

 

The accounting based financial measures are direct indicators of a firm’s financial condition from different perspective. ROA 

and ROE are usually used to examine a firm’s asset and capital utilization, while profit margin, cost of goods sold and economic 

value added are common measures of a firm’s capability to make profits. 

 

2. Research Problem 

 

The environmental damage that commercial activities bring about has garnered much importance amongst government, 

practitioners and academics (Sarmiento & Thomas, 2010). These concerns prompted people from all spheres of the society to take 

a more active stand with the respect to the promotion and implementation of practices that can help businesses reduce their 

negative impact on the environment. Structured approaches can aid decision makers understand the potential ramifications of 

adopting greener practices, designs and initiatives for example packaging, production systems and employee training (Sarmiento 
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& Thomas, 2010). Sustainable development and preservation of environment are now recognized globally as a serious issue to 

protect the planet (Laxman, 2014). Stakeholders press companies to reduce their negative impact on natural environment (Jose, et 

al., 2009). Further research and discovery is needed to gain and enhanced perspective and insight into environmental issues as 

they are becoming increasing relevant to almost any organizational stakeholder (Ngniatedema & Li, 2014). 

 

The banking sector is generally considered as environmental friendly in terms of emissions and pollutions. The external and 

internal impact of the banking sector in terms of energy, paper and materials are significantly low. But the latest global 

environment studies have found that by and large the banking industry all over the world are epicenter for producing large amount 

of E-waste every year. E-waste encompasses ever growing range of obsolete electronic devices, recording devices and automobile 

electronic devices (Balasubramaniyan, 2009). 

 

Several studies have been done on green practices in Kenya for instance Mwaengo (2013) did a study on green supply chain 

management practices and environmental performance in Bamburi Cement limited where he investigated the extent to which 

GSCM is practiced at Bamburi Cement limited. This study was based on the manufacturing industry and its influence on the 

environmental performance. Omonge (2013), studied green supply chain management practices and competitiveness of 

commercial banks in Kenya. The study sought to establish the role of GSCM practices on an organizational competitiveness 

among commercial banks in Kenya. This study sought to find out the effect of green operations on financial performance of 

commercial banks in Kenya. It therefore investigates how green lending, green processes, products, services, community activities 

and adherence to environmental policies and goals affects the financial performance of commercial banks. 

 

3. Objective of the Study 

 

The specific objectives of the study were:  

i. To determine the influence of green operations practices on financial performance of commercial banks in Kenya. 

ii. To find out challenges commercial banks in Kenya face in adopting green operations practices. 

 

4. Review of Literature 

 

4.1 Theoretical Review 

 

4.1.1 Resource Based View 

 

A resource could be thought of as a strength or weakness of a given firm. It can also be defined as tangible and intangible 

assets which are tied semi- permanently to the firm for example brand names, capital,  in house knowledge of technology, 

efficient procedures, trade contacts, machinery and hiring skilled personnel. Technological leads, Production/process experience, 

customer loyalty and machine capacity are also resources of the firm (Wernerfelt, 1984).  Wernerfelt (1984) further states that 

resources and products are two sides of the same coin for a firm. By specifying the size of the firm’s activity in different product 

markets, it is possible to infer the minimum necessary resource commitments. Conversely by specifying a resource profile for a 

firm, it is possible to find the optimal product-market activities. 

 

Firms can be able to identify types of resources which can lead to high profits. Adopting and implementing green operations 

practices while striking a balance between exploitation of existing resources, development of new strategies and purchase of a 

bundle of resources in a highly imperfect market by basing the purchase on rare resources can maximize this imperfection 

increasing chances of buying cheap and getting good returns. 

 

4.1.2 Institutional Theory 

 

Institutional theory is about organizations conforming to the institutional environment simultaneously increasing positive 

evaluation; resource flows and therefore reduces efficiency (Scott, 1987). Institutional theories of organizations provide a rich, 

complex view of organizations. In these theories, organizations are influenced by normative pressures, sometimes arising from 

external sources such as the state, other times arising from within the organization itself. Under some conditions, these pressures 

lead the organization to be guided by legitimated elements, from standard operating procedures to professional certification and 

state requirement, which often have the effect of directing attention away from task performance. Adoption of these legitimated 

elements, leading to isomorphism with the institutional environment, increases the probability of survival (Scott, 1987). 

Institutional theory is inherently difficult to explicate, because it taps taken for-granted assumptions at the core of social action 

(Zucker, 1987). 

 

5. Research Design 

 

A descriptive correlational research design was adopted for this study. A descriptive survey demonstrates relationships by 

assessing samples at one point without trying to make inferences or causal statements. A correlation design was adopted because 
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the key objective of this study was to establish the relationship between Green Operations practices and financial performance of 

commercial banks in Kenya while the descriptive survey will show an in-depth investigation on not only the significance of green 

operations on the performance of the Kenyan Commercial banks but it will also explore the challenges of adopting and possible 

strategies that can be used to improve the performance of green operations in the Kenyan banking industry. 

 
The target population of the study was all the commercial banks in Kenya which currently totals to 43 as at April 2014 (CBK, 

2014). Data analysis is the process of converting raw data into useful information .The data collected in the study was guided by 

research objectives and research questions. Both qualitative and quantitative was used to analyze data. Qualitative data was in 

form of narration resulting from responses of interviewees. On the other hand quantitative data was generated in form of responses 

from questionnaires. 

 

6. Research Findings and Discussions 

 

From table, it was observed that green processes and procedures was the highly adopted green operations practice variable by 

commercial banks in Kenya with a mean of 4.199 followed by green lending practices with a mean of 4.152 then environmental 

policies and goals with a mean of 3.882 and lastly green products and services with a mean of 3.819. 

 

Table 1 Summary of Adoption of Green Operation Practices 

 Mean Std. Rank 

Environmental policies and goals 3.882 0.364 3 

Green Lending 4.152 0.417 2 

Green Products and Services 3.819 0.462 4 

Green Processes and Procedures 4.199 0.391 1 

 

The new environmental legislations have brought about the need for organizations to adopt environmental management 

practices. Among practices that have been adopted by firms include setting environmental standards for suppliers and employee 

incentive programs for environmental suggestions (Theyel, 2000). 

 

Canadian Bankers Association (2014) cited that banks take environmental protection into account when making lending 

decisions by site visits or assessment of a client’s environmental record. Canadian Bankers Association (2014) that also listed 

third party reporting on proposals as an environmental protection precaution taken by banks. 

 

Practices such as the use of bills and annual statements, investment in electronic and telephone banking so that customers can 

bank anytime anywhere and easy automatic payments to reduce the need to write and send cheques by mail have been taken up by 

banks so as new green products and services. Recycling and re using of programs to energy conservation in offices and branches, 

banks are now adopting environmental operations so as to reduce their operational foot print on the environment (Laxman, 2014). 

 

Table 2 Challenges of Green Operations Practices Adoption 

Challenges of green operations practices adoption Mean Std. 

Dev 

Rank 

Management and champion support 3.221 0.002 6 

Lack of awareness and poor employee/ management perception  4.351 0.125 4 

Unclear or poorly defined objectives 3.998 0.634 5 

Inadequate infrastructure to support requirements of the initiatives 4.552 0.251 2 

Limited training and certification for practitioners in operating 4.452 0.441 3 

Minimal or ineffective enforcement and inspection procedures for 

green operations practices. 

4.621 0.892 1 

 

 

From table above it was observed that the biggest challenge to adoption of green operations practices was minimal or 

ineffective enforcement procedures for green operations practices with a mean of 4.621 followed by inadequate infrastructure with 

a mean of 4.552 then limited training with a mean of 4.452 then lack of awareness and poor perception with a mean of 4.351 then 
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unclear and poorly defined objectives with a mean of 3.998 and lastly management support with a mean of 3.221.   Bose & Luo 

(2012) stated that the successful adoption of green practices depends on management and environmental factors key among them 

being champion support. 

 

Table 3 Model Summary 

Model 

 

R 

 

R 

Square 

 

Adjusted R 

Square 

Std. Error 

of the Estimate 

1 
.586

a
 .343 .185 .16021 

 

 

From table above R-Square (coefficient of determination) is a commonly used statistic to evaluate model fit. R-square is 1 

minus the ratio of residual variability. The adjusted R2, also called the coefficient of multiple determinations, is the percent of the 

variance in the dependent explained uniquely or jointly by the independent variables. 18.5 % of the changes in the financial 

performance could be attributed to the combined effect of the predictor variables. This shows that further study should be done on 

other factors not included in this study contributing 81.5% of the changes in the financial performance. 

 

Table 4 ANOVA Results 

Model 

 

Sum of 

Squares 

df 

 

Mean 

Square 

F 

 

Sig. 

1 

Regression .335 6 .056 2.174 .080
b
 

Residual .642 25 .026   

Total .976 31    

 

 

The probability value of 0.80 indicates that the regression relationship was not significant in predicting how the independent 

variables influenced the financial performance of the banks. The F critical at 5% level of significance was 2.5252 since F 

calculated is lower than the F critical (value = 2.174), this shows that the overall model was not significant. 

 

7. Conclusions and Recommendations 

 

7.1 Conclusions 

 

On the challenges faced the study established that banks management and champion support was a challenge to the banks was 

to a moderate extent. Lack of awareness and poor employee/ management perception was also a challenge to a very great extent 

and lack of implementation barriers is another important factor among others. Unclear or poorly defined objectives were a 

challenge to a great extent and inadequate infrastructure to support requirements of the initiatives was a challenge to a very great 

extent. Limited training and certification for practitioners in operating were also challenges to a great extent and minimal or 

ineffective enforcement and inspection procedures for green operations practices was also a challenge to a very great extent. 

 

The study concludes that banks have adopted different green operations practices. Among the practices adopted on 

environmental policies and goals are that environmental audits are done regularly, research and development is continuous on 

environmental issues and that employee incentives programs for environmental suggestions are in place. The study also concludes 

that on green lending banks are conducting site visits as well as assessment of client’s environmental records. On green products 

and services the study concludes that banks are entering into green partnerships by donating to conservation charities as an 

incentive for choosing green products or paperless statements. The study also concludes that banks have adopted higher rates on 

accounts, if customers opt to conduct their banking activities online. On green processes and procedures, the study concluded that 

recycling, reusing and waste management practices have been adopted. The study also concludes that banks have adopted energy 

saving practices. 

 

7.3 Recommendations 

 

The study recommends that all banks carry out environmental audits on a regular basis so as to determine the effectiveness of 

the operations undertaken on the financial performance of the bank. The study also recommends that banks organize training 

workshops for their employees and managers on implementation of environmental policies and goals. The study also recommends 

that banks come up with incentive and subsidies for investors in environmental ventures. 

 

The study recommends that the management of the banks come up with programs that will create awareness on the green 

operations practices adapted to the employees in the bank. The study also recommends that banks carry out inspection and 

assessments of the procedures for the green operations practices. The study also recommends that banks upgrade the needed 

infrastructure so as to ensure smooth implementation of the green operation practices initiatives. 
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