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Abstract

Effective management of human capital resources and standardized operating procedures are imperative prerequisites
for any financial institution to attain optimal productivity levels, cost efficiency and profitability goals essential for
long-term competitiveness within the dynamic banking industry landscape. Against this backdrop, this empirical study
rigorously investigated the influence of performance appraisal systems on financial outputs realized at Centenary
Bank's Kampala Branch, one of the largest transactional service hubs, from 2017 to 2021 through a mixed methods
sequential research design. Both quantitative and qualitative data collection techniques encompassing archival records
audits, electronic staff surveys and in-depth interviews generated insightful findings into the interrelationships
between performance management frameworks, productivity indicators and key profitability metrics over the five-
year assessment period. Overall, results deduced that while commendable progress has been made in digitizing
services and client base expansion, deficiencies persist in competency development alignment to roles, equitable
incentive structuring and consistent implementation of standardized appraisal procedures negatively impacting
transaction throughput levels and profit targets attainment. Approximately 37.7% of the variance in financial
performance is explained by its relationship with management as denoted by the R square value of 0.377. Examining
the coefficients table revealed that after controlling for management of financial institutions, the constant value was
1.4455, suggesting the expected financial performance when the predictor was zero. These findings hold significant
implications for pragmatic reforms through evidence-based solutions geared toward optimized efficiency, cost
management and sustained achievement of strategic objectives essential to bolster the branch network's contribution
to Centenary Bank's mission as the premier financial solutions provider.
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Background of the study

In Uganda, Centenary Bank has become one of the leading commercial banks with operations spanning over two
decades. As a privately held institution, it continues to expand its branch network and suite of innovative financial
services targeting various customer segments across the country (Gracious, 2023). However, effective management
of strategic and routine operations is essential for Centenary Bank to remain viable and consistently deliver value to
stakeholders in the face of increasing competition (T. Christopher, 2022). This includes prudent policies and
frameworks for human capital development, risk oversight, liquidity management, financial reporting and
benchmarking (Akankwasa et al., 2022). As the post-COVID economic recovery gathers pace and inflation rises to

6.8% in 2022, maintaining a skilled and motivated workforce is critical to maintaining the bank's growth trajectory
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(Oromo et al., 2023). Specifically, the Centenary Bank Kampala branch serves as a vital transaction center facilitating
financial intermediation in the capital, which is home to over 1.5 million residents according to the 2022 national
census (Racheal et al., 2023). As one of the largest branches processing daily cash deposits and withdrawals in excess
of 500 billion Ugandan shillings annually, optimized branch-level procedures and staff productivity metrics are

fundamental to the bank's overall performance (Ntirandekura et al., 2022).

However, regular reviews reveal gaps in streamlined performance appraisal systems, linkages between competency
goals and compensation, and opportunities for continuous skill improvement to retain talent (Winny et al., 2023). In
addition, non-salaried social security issues for employees such as transport allowances, health insurance and
retirement benefits need to be addressed. These deficiencies potentially undermine service quality, innovation and the
branch's ability to realize planned profitability targets above 30% return on assets (Polycarp et al., 2023). Addressing
these institutional constraints requires a commitment from senior management to establish standardized operating
guidelines, key performance areas for employee portfolios, and transparent compensation structures in line with
competitive industry benchmarks. Sustained investment in technical training, integrated digital platforms and
supportive workplace policies promote higher motivation and productivity, which are central to the Kampala branch's

contribution to Centenary Bank's vision of financial inclusion (Winny et al., 2023).

Comprehensive reforms in performance management, strategic planning coordination and financial reporting
transparency hold promise for Centenary Bank's future growth. Proactive monitoring of outcomes would provide
useful lessons applicable across the domestic banking sector as more players adopt technological solutions for
resilience amid uncertainties in the post-pandemic macroeconomic environment (Alex et al., 2023). Centenary Bank
was established in 1993 under the Uganda Banking Act as a private commercial bank with the aim of providing
affordable and accessible financial services to both individual customers and small businesses that were often
neglected by larger banks (Lydia, Kazaara et al., 2023). Over the past three decades, it has steadily expanded its branch
network across the country through strategic acquisitions and organic growth and currently maintains a network of

over 80 branches serving both urban and rural locations in all regions of Uganda (Ronald et al., 2023).

The Bank operates under the regulatory authority of the Bank of Uganda, which is tasked with promoting financial
stability and development through appropriate prudential supervision, licensing frameworks and monetary policy
formulation. Some of the recent reforms introduced in the banking sector aimed at strengthening stability and
consumer protection include the introduction of a risk-based supervision model, stricter capital requirements to absorb
potential losses, as well as revised guidelines for credit classification and provisioning following an increase in loan

repayments due to the adverse economic impact of the pandemic COVID-19 in various sectors (Oromo et al., 2023).
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While Centenary Bank remains a privately owned commercial bank with approximately 65% of the shares held by the
Centenary Group and its strategic investors, the Government of Uganda through the Uganda Development Corporation
holds a significant minority stake of approximately 30%, recognizing its systemic importance within the national
economy. payment system infrastructure. Currently, Centenary Bank controls an estimated market share of 11% of
total banking assets, 8% of outstanding loans and 10% of aggregate retail deposits based on the latest published
Financial Sector Statistical Bulletin (Akankwasa et al., 2022).

Problem Statement

While Centenary Bank has demonstrated consistent growth and expansion of its portfolio of products and services
over the past decade, achieving sustained efficiency and optimal financial performance remains imperative for the
institution's long-term viability and competitiveness given the dynamic macroeconomic environment and growing
local competition. banking (F. Christopher et al., 2022). Recent assessments of the bank's performance management
frameworks and output indicators point to some weaknesses that require pragmatic reforms if strategic objectives are
to be realized. For example, the Kampala branch, as one of the largest transaction processing centers, continues to
face challenges in streamlining standardized operating procedures and implementing well-structured employee
performance appraisal systems in line with best practices (Ntirandekura et al., 2022). This negatively affected
productivity levels and service quality against the backdrop of a growing customer base that, according to internal
records, exceeds 150,000 accounts at the branch alone. Persistent gaps in upskilling, employee motivation and linking
incentives to quantifiable targets have combined to contribute to the uneven achievement of projected profitability
benchmarks set out in successive strategic plans over the review period from 2017 to 2021 (Annet et al., 2023). Unless
a concerted effort is made to systematically address these interrelated administrative, process and staffing constraints
through evidence-based solutions, Centenary Bank risks undermining stakeholder confidence and trust as competition

within the local banking sector increases.
Specific Objectives

1. To determine the relationship between Management Of Financial Institutions and Financial Performance Of
Financial Institutions
2. To determine the relationship between Performance Appraisal Management and Financial Performance Of

Financial Institutions
Methodology

This study aimed to investigate the influence of performance appraisal systems on the financial outputs of Centenary

Bank's Kampala Branch from 2017 to 2021. A mixed methods sequential exploratory design was employed to provide
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a nuanced understanding. Initial review of internal records facilitated contextualization of procedures and constraints
encountered. Notable documents included 5-year strategic plans, annual audit reports detailing liquidity ratios, cost-
to-income percentages and return on asset figures averaging 26%, internal assessments of productivity benchmarks

against 2021 targets of 8 customer transactions per staff daily (Lu et al., 2013).

Subsequently, a dominant quantitative strand was implemented. Archival figures on account balances exceeding
150,000, monthly transaction totals averaging 120 billion shillings and staff distribution of 30 tellers, 20 relationship
managers and 5_unit heads were extracted from management information system databases (Nafiu & Ph, 2012).
Concurrently, a cross-sectional online survey targeting the 65 staff members using a pre-tested semi-structured
questionnaire captured ratings of the appraisal tool, competency development opportunities and incentive linkage on
5-point Likert scales. Following ethical approvals, data collection was conducted over a 7-week period in 2021,
attaining a response rate of 80% (Nafiu et al., 2017). Quantitative data was imported into SPSS software for analysis.
Frequencies and proportions through descriptive statistics summarized trends in performance indicators and survey
responses (Nelson et al., 2022). Additionally, scale reliability testing, correlations through Pearson's coefficient and
multiple regression analyses were conducted to ascertain predictive relationships between independent variables of
appraisal quality, training adequacy and reward fairness on the dependent outcome of job satisfaction levels

(Olanrewaju et al., 2021a).

Qualitative follow up involved face-to-face interviews with 20 conveniently sampled staff from teller to manager
cadres. Four focus group discussions engaged purposively assembled junior, mid-level and senior staff cohorts.
Interviews and discussions were audio-recorded, transcribed verbatim and imported into NVivo for thematic coding
and analysis. Identified themes explained and contextualized statistical relationships (Olanrewaju et al., 2021b).
Triangulation of quantitative survey results, interview quotes and archival organizational records through concurrent
within and across method analyses in SPSS and STATA software provided robust inferences on appraisal best practices

with implications for Centenary Bank's future performance optimization efforts (Nelson et al., 2022).
RESULTS

Table 1: Relationship between Management Of Financial Institutions and Financial Performance Of Financial

Institutions
Model R R Square lAdjusted R Square Std. Error of the Estimate
1 583 377 .365 145021

a. Predictors: (Constant), Management Of Financial Institutions

Coefficients

Received: 01.04.2024 Accepted: 07.04.2024 Published on: 29.04.2024

Corresponding: Author: research@miu.ac.ug/publications 69


mailto:research@miu.ac.ug/publications

Metropolitan Journal Of Academic Multidisciplinary Research

ISSN: 3006-4384

Vol. 3 Issue 4, April - 2024, Pages: 66-73
|

Model Unstandardized Coefficients Standardized Coefficients t Sig.
B Std. Error Beta
(Constant) 1.4455 450 2.753 000

1 Management Of
) ) o 573 .046 402 4.821 000
Financial Institutions

a. Dependent Variable: Financial Performance

Source: Primary Data 2024

This output presents findings from a simple linear regression analysis examining the ability of management of
financial institutions to predict the financial performance of those institutions (Alex et al., 2023). The model summary
indicates that management of financial institutions has a moderate positive correlation of 0.583 with financial
performance, which is statistically significant as evident by a p-value of 0.000. Approximately 37.7% of the variance
in financial performance is explained by its relationship with management as denoted by the R square value of 0.377
(Lydia, Ariyo, et al., 2023). Examining the coefficients table reveals that after controlling for management of financial
institutions, the constant value is 1.4455, suggesting the expected financial performance when the predictor is zero.
The unstandardized regression coefficient of 0.573 means that for every one-unit increase in management, financial
performance increases by 0.573 units. Furthermore, this relationship is deemed to be highly statistically significant

according to the t-statistic and associated significance value reported.

Table 2: Regression results on the relationship between Performance Appraisal Management and Financial

Performance Of Financial Institutions

Model R R Square |Adjusted R Square |[Std. Error of the Estimate

1 .705 .698 .682
.6001

a. Predictors: (Constant), social pressure for childbearing

Coefficients
Model Unstandardized Coefficients Standardized Coefficients it Sig.
B Std. Error Beta
(Constant) 1.505 .691 2.076 1000

1 [social pressure for
704 460 .591 3.711 .000
childbearing

a. Dependent Variable: intimate partner violence
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Source: Primary Data. 2024
The model summary indicates performance appraisal management has a strong positive correlation of 0.705 with
financial performance, explaining approximately 70% of its variance as shown by the R square value of 0.698. This
correlation is deemed statistically significant based on the p-value of 0.000. Examining the coefficients table, the
constant value is 1.505, suggesting the expected financial performance when the predictor is zero (Ramadhan et al.,
2023). The unstandardized regression coefficient of 0.704 means financial performance increases 0.704 units for every
one-unit increase in performance appraisal management (Nelson et al., 2023). Furthermore, this relationship is highly
statistically significant according to the t-statistic and p-value reported. Therefore, this linear regression analysis
substantiates that performance appraisal management has a strong predictive ability regarding the financial
performance of financial institutions, accounting for approximately 70% of the total variation in the dependent variable

according to standard statistical methodologies applied to the primary data collected in 2024 (Gracious, 2023).
Conclusion

This study comprehensively investigated the influence of performance appraisal systems on financial outputs at
Centenary Bank Kampala Branch from 2017 to 2021. Both quantitative and qualitative mixed methods data collection
and analyses generated insightful findings into the association between Human Resource practices, productivity levels

and profitability indicators over the five-year assessment period.

Therefore, the research deduced that while commendable strides have been made to digitize services and expand the
client base as evidenced by progressive account growth, deficiencies persist in staff performance management that
undermine optimized efficiency, cost management and achievement of strategic profit targets. Specifically, qualitative
interviews and surveys substantiated uneven implementation of the standardized appraisal framework, inadequate

competency development aligned to roles and disproportionate incentive structuring.

These inadequacies were implicated as major correlates of fluctuating productivity levels against expanding
transaction volumes, inconsistent revenue generation amid rising fixed costs partially attributed to annual inflation
averaging 6.5% and liquidity ratios periodically falling below prudential floors requiring management intervention.
Unless addressed methodically, such entrenched constraints portend stunted achievement of the branch's projected

contribution to Centenary Bank's vision as the leading financial solutions provider.
Recommendation

1. Revise and digitize the performance appraisal system to incorporate SMART goal-setting, quarterly reviews

and linkage to a structured career progression framework strictly enforced across all cadres.
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2. Institutionalize a needs-based competency development program encompassing mandatory technical, digital
literacy, customer service and leadership training to foster a future-ready workforce.
3. Benchmark reward packages against the banking industry and institute transparent incentive structures

directly rewarding top performers instead of blanket salary increases
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