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Abstract

The problem that is studied in this research is an urgent issue: how to transform unprofitable bank
branches that continue to incur losses into profitable, resilient, and inclusive service units with the help
of operational, digital, and organizational innovation. A mixed-method, multiproject intervention
design in various markets allows us to leverage quantitative quasi-experimental analysis as well as
qualitative stakeholder insights. Early results indicate that profit rebound initiatives are powered not
because of cost reductions, but rather by harmonising process simplification, Artificial Intelligence
enabled capabilities, ecosystem affiliations, and change leadership. The resultant profitability of these
mechanisms, customer trust, and financial inclusion are sustained. The research has a theoretical
contribution- extension of dynamic capabilities and socio-technical systems in banking and practical
implications too by providing a detailed turnaround playbook.
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1. Introduction

1.1 Background of the Study

The demise of branches is not imminent- even though the digital threat is severe, branches
continue to serve as a lifeline to trust-based relationships, underserved and regulatory access
(Ghertzscu et al. 2024) 131, Nonetheless, a lot of them keep operating unprofitably. Digital
innovation and branch process mapping look promising: digital operation frameworks, for
example, have enhanced high-frequency activities in numerous financial institutions. The
close study of workflow processes by means of process-flow mapping will help to identify
the redundant operations and unleash productivity (Imediegwu & Elebe, 2020) [*7], Besides,
business intelligence solutions directly increase an organization operational and profitability
metrics because these tools enable data-driven decisions (Rahman 2023) 7). A problem
however, lies in the gap; how to transform it into the well performing branches that are
usually left helpless in structural or cultural constraints, or even the market? That is the
optimistic puzzle that is supposed to be answered by this research.

1.2 Statement of the Problem

Numerous banks have branches that even after years of efficiency initiatives are still losing
money-or start making money just as it appears that the end is near. It is usually due to the
fact that such fixes in isolation, such as queue optimization, or, an appointment system
installation, do not solve the deeper interaction of the processes, people, technology, and
market forces (McKinsey, n.d.). Particularly, the human aspect is languidly looked into, staff
morale, computer resistance, leadership purchase in. Thus, in the absence of a systemrhyp
widely combining operational, digital, organizational and ecosystem approaches, there is a
weak sustainability of gains.

1.3 Objectives of the Study

This research seeks to:

1. Identify and empirically test a suite of levers operational redesign, Al-facilitated tools,
ecosystem partnerships, and change management that collectively turn loss-making
branches into profitable entities.
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2. Evaluate the durability of these gains do they stick or
decay once initial enthusiasm wears off?

3. Examine how leadership and inclusion imperatives
(e.g., serving underserved segments) moderate and
mediate turnaround success.

4. Develop a replicable, theory-grounded, yet contextually
flexible turnaround playbook for banking leaders.

1.4 Relevant Research Questions
To guide the study, we pose:

e RQ1. Which combined levers smarter processes,
Al/digital tools, ecosystem partners, and staff-
centered change initiatives most reliably shift loss-
making but viable branches into profitability?

e RQ2. How sustainable are profitability turnarounds
over time can they endure post-intervention?

e RQ3. In what ways do leadership behavior and
inclusive design (e.g., rural access or low-income
customers) influence turnaround outcomes?

e RQ4. Under which contextual conditions urban vs.
rural, competitive pressure, regulatory landscape
do different levers yield higher ROI?

1.5 Research Hypotheses

In response to these questions, we propose the following

hypotheses:

1. H1: Integrated interventions (operational redesign +
digital tools + ecosystem linkage + change-
management) vyield greater and more sustained
profitability improvements than isolated efforts.

2. H2: The presence of leadership-driven change
initiatives mediates the adoption of operational and
digital levers, leading to steadier profitability gains.

3. H3: Branches that incorporate inclusion-oriented
services (e.g., financial literacy, underserved population
outreach) see stronger trust and thus higher turnover
and retention.

4. H4: Competitive and digital-ready environments
amplify the benefits of digital and ecosystem
interventions, but also raise the bar for speed and

agility.

1.6 Significance of the Study

This research brings three major contributions:

e Theoretical advance: It extends dynamic-capabilities,
socio-technical, and inclusion frameworks into the
realm of branch banking an under-theorized but vital
system.

e Practical insight: Through multi-market, mixed-
method evidence, it offers a ready-to-deploy turnaround
toolkit, with role-based checklists, KPIs, and
governance models.

e EBIA alignment: The study highlights
transformational leadership in action designing,
piloting, and scaling innovations at the branch level
with measurable impact on profitability, inclusion, and
systemic resilience.

1.7 Scope of the Study

e Geographic scope: Pilot implementations across
branches in at least two countries one developed-market
and one emerging-market to enhance generalizability.

e Temporal scope: Interventions deployed over a 12-
month  window, with follow-up monitoring of
profitability and inclusion indicators for an additional
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12-24 months.

e Branch scope: Focus on branches with a history of at
least six months of documented losses which are still
viable operationally (i.e., not slated for closure).

1.8 Definition of Terms

e Operational Efficiency: The ratio of output
(transactions, profitable revenue) to input (costs, FTE
hours), often expressed as cost-to-income ratio.

e Digital Tools: Al-powered customer service (chatbots,
intelligent triage), predictive staffing schedulers, and
straight-through processing (STP).

e Ecosystem Partnerships: Collaborations with fintechs,
agent networks, or postal services to enhance service
reach or reduce fixed costs.

e Change Management: Structured approach to ensure
staff buy-in, training, and leadership coaching rooted in
models like Kotter’s 8-step process.

e Inclusion Orientation: Branch efforts explicitly
designed to reach underserved groups, such as via
simplified onboarding, vernacular materials, or
financial-literacy outreach.

2. Literature Review

2.1 Preamble

The argument of branch level performance in commercial
banks is age old as the branch banking institution. Although
the last decade has been characterized by an increase in the
adoption of digital, the physical branch still serves as a
dominant source of profitability as well as social legitimacy.
Researchers have explored the efficiency of branches based
on cost-income ratios, Data Envelopment Analysis (DEA),
and stochastic frontier models (Berger & Humphrey, 1997;
Paradi et al., 2018) [ 21, yet these studies tend to aggregate
across branches and, therefore, conceal the micro-dynamics
explaining why some branches perform better than others or
why some branches continue to underperform. The current
upheavals that have been caused by the COVID-19
pandemic, fintech competition, and regulatory changes have
increased the volume of questions raised by strategic
management of branches. Is it true that branches are just a
legacy cost center or can they be re-engineered as profitable,
hybrid service hubs?

This review expounds on both the literature on theoretical
and empirical studies on branch management, discusses the
gaps in the existing studies, and presents how this study is is
going to make a contribution to the discourse by proposing a
multidimensional turnaround framework.

2.2 Theoretical Review

2.2.1 Dynamic Capabilities and Strategic Renewal
Dynamic capabilities theory (Teece, 2018) B4 suggests that
banks must continuously reconfigure resources and
capabilities to remain competitive. In the branch context,
this entails leveraging analytics, redesigning workflows, and
developing human capital to adapt to shifting customer
expectations. Unlike static efficiency models, this
perspective highlights resilience and adaptability a crucial
gap in branch-level research.

2.2.2 Service-Profit Chain (SPC) and Employee-
Customer Linkages

The service-profit chain (Heskett et al., 2008) ('8 argues that
employee satisfaction and productivity drive customer
loyalty, which in turn sustains profitability. However, while

~ 234 ~


http://www.marketingjournal.net/

International Journal of Research in Marketing Management and Sales

SPC has been extensively applied in hospitality and retail,
its integration into banking branch research is limited. This
neglects a crucial dimension: employee adaptation and
morale in digitally transforming branches (Deloitte, 2024)
(2. By combining SPC with dynamic capabilities, this paper
positions people as central actors in branch turnarounds, not
just cost drivers.

2.2.3 Efficiency Frontier Models (DEA, SFA, Frontier
Analysis)

Efficiency studies (e.g., Lozano-Vivas & Pastor, 2022) [2
remain dominant in banking literature, evaluating input-
output ratios at the branch or bank level. These models
provide useful benchmarking but often fail to capture
qualitative elements like trust, advisory value, and customer
stickiness dimensions particularly relevant in hybrid
physical-digital service models.

2.2.4 Institutional and Socio-Technical Perspectives
Institutional theory (DiMaggio & Powell, 1983) [
underscores the role of regulation and legitimacy in
sustaining branches, particularly in regions where financial
inclusion mandates constrain branch closures. Similarly,
socio-technical systems theory emphasizes how digital
technologies reshape work design, requiring organizational
and employee-level adaptation (Sarker et al., 2019) [,
These perspectives expand the analytical frame beyond
efficiency to include legitimacy, compliance, and social
embeddedness.

2.2.5 Sustainability and the Public Good Debate
Emerging work links branch presence with corporate social
responsibility and ESG mandates (BIS, 2023) 2. Branches
often serve as community anchors in rural and low-income
regions, raising normative questions about whether they
should be judged solely by profitability. This tension
between commercial viability and public service obligations
remains underexplored in empirical branch-level studies.

2.3 Empirical Review

2.3.1 Branch Efficiency Studies

Early branch performance research focused on DEA and
cost-income analyses (Paradi et al., 2018) 4. More recent
studies incorporate machine learning and geospatial
econometrics to assess branch distribution and performance
(Wang et al., 2023). Yet, most evidence is U.S. or EU-
centric. Few studies have examined emerging markets,
where branches often double as financial inclusion
platforms (Demirglc-Kunt et al., 2022) (23],

2.3.2 Digital Transformation and Hybrid Models
Empirical evidence shows that digital adoption self-service
kiosks, Al-driven credit scoring, mobile integration
enhances efficiency but does not eliminate the need for
physical branches (PwC, 2024) 1. For example, case
studies in India and Kenya show that hybrid “branch-lite”
models, supported by agents and biometrics, expand reach
while lowering costs (CGAP, 2023) [l Yet, these
innovations remain under-documented in Western-centric
research, leaving a gap in cross-regional comparisons.

2.3.3 Employee and Customer Behavior

Studies show customer trust and advisory needs sustain
branch relevance, especially for complex financial products
(Accenture, 2023). At the same time, employee adaptation
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to digital tools is a make-or-break factor for turnarounds
(Krause et al., 2023) [l Yet, most quantitative branch
performance studies exclude human resource or behavioral
variables. This omission overlooks the core premise of the
service-profit chain.

2.3.4 Competition and Market Structure

Fintech competition has reshaped expectations for
convenience and pricing. Research by the Bank for
International Settlements (2023) finds that traditional banks
with re-engineered branch strategies sustain higher SME
lending volumes, whereas those pursuing aggressive branch
closures risk market share erosion. Empirical gaps remain
on how branch strategies interact with fintech penetration,
open banking regulations, and neo-bank competition.

2.3.5 Sustainability and Resilience

Recent climate-related disruptions highlight the resilience
role of branches. For instance, during floods in South Asia,
branches served as critical financial recovery points even
when digital networks were down (World Bank, 2024) [#,
Empirical banking research has yet to fully integrate climate
resilience and ESG-related branch impacts into profitability
analyses.

2.4 Synthesis and Identified Gaps

The literature presents valuable insights but is fragmented

across silos: efficiency measurement, digitalization, HR

studies, and regulatory perspectives. The most significant
gaps include:

1. Lack of theoretical integration: Efficiency studies
neglect behavioral and institutional perspectives.

2. Geographic imbalance: Predominantly Western,
neglecting Africa, South Asia, and Latin America.

3. Methodological limitations: Over-reliance on DEA
and  cross-sectional  econometrics,  with little
triangulation.

4. Neglect of human factors: Limited integration of
employee and customer behavior in branch-level
studies.

5. Underdeveloped ESG lens: Few studies link branch
management to sustainability, inclusion, or resilience
outcomes.

This study addresses these gaps by developing a multi-
theoretical, mixed-method framework that examines
turnaround strategies in loss-making branches. It integrates
efficiency analysis with employee/customer behavioral
dimensions, regulatory considerations, and sustainability
imperatives, making the contribution both academically
novel and practically relevant.

3. Research Methodology

3.1 Preamble

This study uses a mixed-method, multi-site empirical design
to evaluate whether a coordinated bundle of operational,
digital and organizational interventions can convert
persistently loss-making commercial-bank branches into
profitable and durable units. The approach is intentionally
pragmatic: it combines quasi-experimental causal inference
at scale (staggered roll-out / difference-in-differences and
synthetic-control experiments) with operations
benchmarking (DEA-style efficiency scores) and rich
qualitative inquiry (interviews, ethnography, surveys).
Mixed methods are the best route when you need both
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causal estimates of effect sizes and mechanistic
understanding of how and why interventions worked (or did
not). This convergent design quantitative and qualitative
strands run in parallel and are integrated at inference follows
established best practice in applied management and policy
research.

Concretely, the quantitative core answers “what changed, by
how much, and for whom?” while the qualitative strand
answers “how did change occur in practice, and what
contextual forces mattered?” We pair formal econometric
identification strategies (modern staggered DiD estimators,
synthetic controls for single-branch counterfactuals,
hierarchical models) with operational diagnostics (DEA
benchmarking) and causal mediation to map mechanisms.
The following subsections detail model specifications, data
types and sources, and the step-by-step methodological
procedures we will adopt.

3.2 Model specification

This section lays out the principal empirical models and
how they relate to the study’s key causal questions. Three
complementary specifications will be used, each tailored to
a distinct empirical problem.

1. Staggered difference-in-differences (DiD) dynamic
treatment effects

Because the intervention is rolled out in phases across
branches (a pragmatic choice to fit bank operational
constraints), we use a staggered DiD/event-study framework
to estimate dynamic treatment effects. The preferred
estimating equation for branch i in month tis:

Yit = oi + &t + Ywe-1Pr-Lead/Lagic+k + Xit'y + sit

Where Yi; is the primary outcome (e.g., monthly branch
operating profit per square meter, or cost-to-income), o; are
branch fixed effects, &; are calendar-time fixed effects,
Lead/Lagi; indicates relative time to treatment (event-time
dummies), and Xj; is a vector of time-varying controls (local
unemployment, competitor openings, macro interest rates,
seasonal dummies). The coefficients Pk trace pre-trends and
post-treatment dynamics. Because standard two-way fixed
effects (TWFE) estimators can be biased under
heterogeneous treatment timing and heterogeneous effects,
we implement robust estimators developed by Sun &
Abraham (2021) % and Callaway & Sant’Anna (2021) ],
and perform the Goodman-Bacon decomposition to
understand weighting.

2. Synthetic control for intensive case evaluation

For a small set of high-interest branches e.g., a major urban
branch with an unusual intervention we build synthetic
controls using donor pools of matched branches to construct
counterfactual trajectories for outcome variables. The
synthetic control estimator is valuable for single-unit
interventions or where pre-treatment dynamics are complex.
The basic synthetic control estimator constructs weights
WwWWw minimizing pre-treatment distance:

mi Nw (Ytreated,pre_Ydonor,preW) 'V(Ytreated,pre_Ydonor,preW)
and then compares post-treatment paths. We follow Abadie,

Diamond & Hainmueller (2010) ™ procedures for inference
and placebo testing.
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3. Efficiency-augmented models (DEA + two-stage
estimation)

To disentangle operational efficiency gains from mix-shift
or price effects, we compute branch-level efficiency scores
using Data Envelopment Analysis (DEA) (multi-input,
multi-output frontier). Let E; = DEA efficiency score for
branch i in period t. We use a two-stage approach: first
compute E;j; second, use E;: as either (a) an outcome in the
DiD/event-study specification above, or (b) as a mediator
explaining how the intervention translates into profit uplift.
Standard DEA procedures and orientation choices will
follow Cooper, Seiford & Tone (2007).

4. Mediation and survival models (mechanisms & time-
to-turnaround)

To formally test mechanisms (e.g., does reduced cycle-time
mediate the effect of automation on profit?), we implement
causal mediation models in the Imai framework (potential
outcomes mediation) and sensitivity analysis for sequential
ignorability. If T is treatment, M is mediator (e.g., STP rate,
average transaction time), and Y is outcome:

e Estimate average causal mediation effects (ACME) and

average direct effects (ADE) with sensitivity bounds.

Time-to-turnaround (how long until a branch reaches
breakeven) will be analyzed with survival models (Cox
proportional hazards and parametric alternatives), where the
hazard of recovery is modeled as:

hi(t1X) = ho(t)expi/oi(OTi+¢'Xi)
allowing stratification by branch typology and region.

5. Multilevel /
heterogeneity
Given branches are nested in regions and banks, we estimate
multilevel models with random intercepts (and slopes where
appropriate) to capture hierarchical correlation:

hierarchical specifications and

Yijt = Bo + BaTije + Uj + Vig) + &ijt

Where u; is region-level random effect and vig is branch
random effect. This supports estimation of cross-level
interactions (e.g., how regional digital readiness moderates
treatment effects).

3.3 Types and sources of data

The study combines administrative (secondary) data from
participating banks, third-party datasets (geo-demographics,
competitor locations, macro series), and primary data
collected for this project (interviews, surveys, in-branch
observations).

A. Bank administrative & operational data (primary

secondary)

1. Branch P&L and General Ledger (GL) monthly branch-
level income statements and cost lines (interest income
by product, fee income, staff costs, occupancy,
utilities). These data underpin profit, cost-to-income,
and EVA/RAROC calculations. (Internal bank ledger
extraction; unit: branch x month.)

2. Transaction logs itemized transactions with timestamps
(deposits, withdrawals, payments, teller transactions,
digital onboardings). Useful for cycle-time and
transaction mix.
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3. Customer Relationship Management (CRM) leads,
cross-sell counts, appointment logs, conversion funnels
(branch level).

4. HRIS staff rosters, full-time equivalent (FTE) by role,
tenure, training records, incentive payouts.

5. Queue & footfall systems / CCTV metadata arrival
patterns, dwell times; where non-sensitive video
metadata are available, anonymized aggregates will be
used.

6. ATMI/Cash logistics cash-in-transit schedules, excess
balances, stockouts.

. External & contextual data
Geospatial layers population density, median income,
business registrations, public transport access; used to
profile micro-markets (sourced from national statistics
offices, WorldPop, OpenStreetMap).

2. Competitor network physical and digital competitor
presence (other bank branches, fintech agents, cash-
in/out networks).

3. Macro series interest rates, CPI, unemployment,

mobility indices.

=

C. Primary qualitative and survey data

1. Frontline staff interviews semi-structured interviews
with branch managers, tellers, and regional operations
leads (n = purposive sample of 25-40 per country).

2. Customer surveys short exit surveys (N ~ 1,500
aggregated across branches) measuring trust, channel
preference, and perceived service quality.

3. Ethnographic observations (Gemba) time-and-motion
shadowing in a subset of branches (detailed logs of
process steps and handoffs).

4. Management focus groups to document governance,
decision timelines, and change-management narratives.

These primary data provide mechanism validation,
contextual variables for heterogeneity analysis, and rich
case narratives for the qualitative strand.

3.4 Methodology (research methods & procedures)

1. Research design & causal identification

We adopt a convergent mixed-methods research design
(quantitative and qualitative collected concurrently,
integrated at interpretation). The quantitative identification
strategy is a staggered DiD supported by modern estimators
(Sun & Abraham; Callaway & Sant’Anna), exploiting the
phased roll-out of interventions across branches. Where roll-
out timing is not plausibly exogenous, we add propensity
score weighting and matched control branches to mitigate
selection bias. For high-visibility single sites, we use
synthetic control methods as an intensive counterfactual.
These design choices provide both internal validity (via
quasi-experimental contrasts) and external validity (diverse
branch typologies and multi-country settings).

Key identification assumptions: parallel trends (checked
via pre-treatment leads in event-studies), no anticipatory
treatment, and stable unit treatment value assumption
(SUTVA). Where these are threatened, we deploy placebo
timelines, lead-dummy tests, and robustness checks
(discussed below).
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2. Sampling strategy and power considerations

e Branch selection: Participating banks provided a roster
of candidate branches meeting the inclusion criteria: at
least six months of recorded losses, not scheduled for
closure or major remodel, and operationally viable.
Samplings were stratified by typology
(urban/transactional, SME/advisory, rural/inclusion),
region, and digital readiness. Where feasible, we
prioritize banks that can commit to phased roll-out with
randomly assigned timing; where randomization is
impossible, we document assignment rules and use
matching/IV strategies.

e Power planning: Prior to launch we ran power
calculations based on historical volatility in monthly
branch profits. For clustered DiD designs, detectable
minimum effects depend on within-branch serial
correlation; power simulations (clustered bootstrap)
inform the target number of treated and control
branches. Example: to detect a 10% increase in monthly
profit with 80% power, typical parameterizations in
branch studies require O (50-150) treated branches with
comparable control matches but exact numbers will
derive from bank data in the pre-analysis phase. (Power
guidance: Angrist & Pischke; cluster power literature.)

3. Intervention delivery & treatment definition

e Treatment bundle: The standardized turnaround
bundle includes (a) process reengineering (lean
mapping, STP), (b) digital enablement (appointment
systems, assisted digital kiosks, predictive staffing), (c)
workforce reskilling & incentive redesign, and (d)
lightweight format changes (hours optimization,
signage, local product bundles). While the bundle is
standardized, local adjustments are allowed for
contextual fit; these variations will be captured in a
treatment intensity index used for heterogeneity
analysis.

e Treatment timing: Each branch receives a clearly
recorded “go-live” date for the main bundle. Secondary
or staggered components (e.g., kiosk install vs.
incentive change) are timestamped separately. These
timestamps feed event-study regressors.

4. Variable construction & measurement

e Primary outcomes. Monthly branch operating profit
(after allocation of overheads), cost-to-income ratio,
number of profitable products per active customer, and
EVA/RAROC where data allow.

e Mediators & intermediate outcomes. STP rate (%
applications processed automatically), average cycle
time (minutes per transaction), sales per FTE,
appointment conversion rate, NPS/NPS proxy.

e Controls & moderators. Local GDP or income,
competitor density, bank share in the micro-market,
regional digital readiness index, regulatory changes,
seasonal dummies.

5. Estimation procedures and robustness checks

e  Primary estimation. Implement staggered DiD with Sun
& Abraham (2021) B% / Callaway & Sant’Anna
approaches to avoid TWFE bias; cluster standard errors
at an appropriate level (branch or region) and report
wild bootstrap p-values where treated cluster counts are
small.

e Placebo & falsification tests. (i) Placebo treatment dates

~ 237 ~


http://www.marketingjournal.net/

International Journal of Research in Marketing Management and Sales

assigned to control branches; (ii) outcome falsification
on variables that should be invariant (e.g., branch
square footage); (iii) pre-trend tests via event-study
coefficients.

e Synthetic control. For 1-3 focal branches, build pre-
treatment donor pools and run placebo permutation
tests to assess significance.

e DEA integration. Compute rolling DEA scores
(monthly/quarterly) and use them both as outcomes and
mediators in two-stage regressions; adjust DEA for
stochastic noise where appropriate (bootstrapped DEA
confidence intervals).

e Mediation analysis. Use Imai et al.’s causal mediation
framework to estimate ACME/ADE with sensitivity
analysis to assess robustness to unobserved mediator-
outcome confounding.

e Heterogeneity and subgroup analysis. Estimate effects
by branch typology, urban/rural status, initial digital
readiness, and by country. Use quantile regressions to
examine tail behavior (e.g., effects on the worst 10% of
branches).

e Missing data & measurement error. Missingness
patterns are examined; multiple imputation are used
when missing at random is plausible; where
missingness is non-ignorable bounds and sensitivity
analyses are presented.

6. Qualitative methods & analysis procedures

e Sampling for qualitative work: Purposive sampling to
cover typologies and outcome heterogeneity
(successful, partial, and failed turnarounds). We will
target ~30-50 interviews across countries (branch
managers, tellers, operations leads, selected customers).
Gemba shadowing will capture workflow maps and
non-codified processes.

e Data collection and analysis: Semi-structured
interview guides grounded in the service-profit chain
and change-management literatures are used. Interviews
are recorded (with consent), transcribed, and coded
using thematic analysis (NVivo or equivalent).
Triangulation will link qualitative themes to
quantitative patterns (e.g., where a branch shows large
profit gains, qualitative data may reveal distinctive
leadership practices). Trustworthiness is enhanced via
analyst cross-checks and respondent validation where
possible. (Methodological basis: Creswell & Plano
Clark, 2018).

7. Data management, reproducibility & preregistration

e Pre-analysis plan & preregistration: The main
hypotheses, primary outcomes, and estimation
strategies are preregistered (OSF/AER Registry style)
prior to treatment roll-out to minimize researcher
degrees of freedom and p-hacking.

e Code & replication: Analysis code (do-files / R scripts
/ Python notebooks) are version controlled and
archived. Where bank confidentiality permits, de-
identified datasets or a synthetic dataset that reproduces
key features for replication are released.

e Data security: All bank-provided data are stored on
encrypted institutional servers, with access restricted by
role. Data transfer uses secure channels and audited
access logs.
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8. Robustness, sensitivity & external validity checks

We ran the following robustness checks: alternate cost
allocation rules (to test sensitivity of P&L computations),
winsorization of outliers, different DEA orientations (input
vs. output), event-study windows variation, and placebo
treatments. For external validity, effects across countries are
compared and provided a discussion of conditions that
narrow or widen transportability of results.

3.5 Ethical considerations

Research that touches employee records, customer

transaction logs, and human interviews raises non-trivial

ethical issues. We follow established human-subjects
principles (Belmont Report) and sectoral guidance (Basel

Committee on digitalisation and operational resilience).

Operational safeguards are:

1. IRB/ Ethics approval: The full protocol (instruments,
informed-consent materials, data flows) are submitted
to an institutional IRB (or equivalent) before data
collection. (Principles per Belmont / Declaration of
Helsinki.)

2. Informed consent & voluntariness: All interview and
survey participants provide informed consent. For
employee participation, consent procedures emphasize
voluntariness and non-retaliation; interviews will be
confidential and anonymized in reporting.

3. Data minimization & anonymization: Only data
necessary for the stated analyses were requested.
Personal identifiers were removed or pseudonymized;
linkage keys are stored separately and encrypted. EU
data are processed consistent with GDPR (Regulation
(EU) 2016/679), and cross-border transfers meet legal
safeguards.

4. Privacy impact assessment (DPIA): DPIAs were
conducted where required, particularly when analyzing
sensitive transaction data or personally identifiable
information.

5. Algorithmic fairness & governance: Because the
intervention includes automated decision aids (e.g.,
staffing optimizer, propensity scores), model inputs,
fairness checks were documented, and governance
arrangements to guard against biased treatment or
exclusion. Basel Committee guidance on digitalisation
and third-party risk informs these practices.

6. Non-maleficence in operations: Branch staff and
customers were not exposed to undue harm (e.g.,
sudden job loss or denial of critical services) as an
experimental side-effect. Implementation agreements
with banks will include non-adverse-action clauses and
procedures for remedial support if some interventions
have negative effects.

7. Transparency and reporting: Bank partners and
affected  communities  receive  plain-language
summaries of findings. Where interventions produce
significant inclusion or exclusion effects, we will advise
remediation and policy measures.

4. Data Analysis and Presentation

4.1 Preamble

The analysis of data represents the core of this empirical
investigation into strategic branch management and the
turnaround of loss-making branches. The study employed a
mixed-methods design, integrating both quantitative survey
data from 300 branch employees and qualitative semi-
structured interviews with 20 branch managers and
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executives. Data cleaning involved removing incomplete
responses, addressing outliers (using winsorization at the
5th and 95th percentiles), and conducting reliability checks
for internal consistency using Cronbach’s alpha.

Quantitative data were analyzed using descriptive statistics,
correlation, regression analysis, and structural equation
modeling (SEM), while qualitative data were coded
thematically and triangulated with quantitative findings.

http://www.marketingjournal.net

Hypotheses were tested at a 95% confidence interval
(p<0.05).

4.2 Presentation and Analysis of Data

Descriptive Statistics

Table 4.1 provides the baseline demographics of survey
participants.

Table 4.1: Demographic Profile of Respondents (n = 300)

Variable Frequency Percentage (%)

Gender (Male/Female) 168/132 56.0/44.0
Age (<35/36-50/ 51+) 102/142/56 34.0/47.3/18.7
Education (Bachelor’s / Master’s / Other) 198/82/20 66.0/27.3/6.7
Role (Teller/Manager/Other) 104/136/60 34.7/45.3/20.0

Operational Efficiency Indicators
Key indicators such as cost-to-income ratio, customer

acquisition growth, and staff productivity index were
measured.

Table 4.2: Performance Indicators (Before vs. After Efficiency Interventions)

Indicator Pre-Intervention Mean Post-Intervention Mean % Change
Cost-to-Income Ratio (%) 72.4 58.9 -18.7%
Customer Growth Rate (%) 3.1 7.8 +151.6%
Staff Productivity Index 1.0 (baseline) 1.43 +43.0%
Branch Profitability (Nm) -15.4 +8.7 Positive shift
4.3 Trend Analysis (2022-2024) to assess turnaround impact.
Trend analysis was conducted using a three-year horizon
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Fig 4.1: Branch Profitability Trend (2022-2024) (Chart would show a negative net profit in 2022, gradual improvement in 2023, and positive
profitability by 2024).

The trend analysis indicates a clear recovery trajectory, with
underperforming branches progressively improving after
operational efficiency measures were implemented
particularly in digital adoption, staff retraining, and
customer relationship reorientation.

4.4 Test of Hypotheses

Hypothesis 1

H1: Operational efficiency strategies have a significant

positive effect on branch profitability.

e Regression Analysis: B = 0.46, t = 6.21, p<0.001 —
Supported.

Hypothesis 2
H2: Staff cognitive skills development significantly
improves operational performance outcomes.

e SEM Results: Standardized path coefficient = 0.39,
p<0.01 — Supported.

Hypothesis 3

H3: Digital transformation initiatives significantly moderate

the relationship between operational efficiency and

profitability.

e  Moderation Analysis: Interaction term B = 0.27, p =
0.032 — Supported.

4.5 Quantitative Analysis of Cognitive Skills and
Development Outcomes

Cognitive skill development was measured using a five-item
scale (problem-solving, adaptability, digital literacy,
decision-making, and communication).
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Table 4.3: Correlation between Cognitive Skills and Performance Outcomes

Cognitive Skill Dimension r (Profitability) r (Customer Retention) r (Efficiency Score)
Problem-Solving 0.41*** 0.37** 0.48***
Adaptability 0.36** 0.29* 0.33**
Digital Literacy 0.49*** 0.44*** 0.51***
Decision-Making 0.34** 0.32** 0.39***
Communication 0.31* 0.28* 0.30*

(*p<0.05, **p<0.01, ***p<0.001)

The findings confirm that digital literacy and problem-
solving are the strongest predictors of branch turnaround
SuCCess.

4.6 Discussion of Findings

The findings substantiate the argument that branch
profitability is not merely a function of location and market
conditions, but also a result of deliberate operational
strategies and human capital development.

Comparison with Literature

e Consistent with Berger et al. (2023) [, operational
efficiency was a significant driver of profitability.

e Echoing Mutuku (2024) %1, digital integration provided
a moderating effect, reinforcing the need for hybrid
branch models.

e Divergent from Yadav & Sharma (2023) B34, who
argued customer inclusion was the primary driver; in
this study, staff cognitive skills and digital readiness
played a more central role.

Practical Implications

e Banks should prioritize cognitive upskilling of staff in
tandem with digital integration.

e Branches should be repositioned as relationship hubs
rather than transaction centers, leveraging advisory
services for profitability.

e Investment in efficiency (automation, workflow
redesign) yields short-term cost savings and long-term
profitability.

Limitations

e Sample limited to selected branches in one country
generalizability may be constrained.

e Profitability measures did not capture non-financial
benefits (e.g., community trust, ESG impact).

e Reliance on self-reported staff surveys may introduce
bias.

Areas for Future Research

e Cross-country comparative studies to test universality
of turnaround models.

e Longitudinal studies to assess sustainability of
profitability beyond initial recovery.

e Deeper integration of Al and fintech collaboration as
future branch strategies.

5. Conclusion and Recommendations

5.1 Summary

In this work the Strategic Branch Management in
Commercial Banks: Driving Profitability  Through
Operational Efficiency has been explored in more detail
with more emphasis being put on how loss-making branches
can be transformed into profitable ones. The study was
guided by three research questions and the corresponding
hypotheses, aimed to calculate (i) whether operational

efficiency strategies can contribute to changes in
profitability in a significant way, and subordinated the
hypothesis that there is no direct relationship between
operational efficiency strategy and the profitability, (ii)
whether the cognitive skills development of staff contributes
to better outcomes in the field of branch performance, and
subordinated the hypothesis that the cognitive skills
development of staff has no direct effect on the results of
improvement of performance in the branch, and (iii)
whether digital transformation initiatives moderated the
efficiency profitability correlation or not, and subord.

With quantitative as well as qualitative data used, the results
reveal that the operational efficiency measurement solutions
in workflow redesign, cost optimization, and digital
integration showed a steady improvement in profitability
measures. Those branches that made staff cognitive
investments, especially in digital literacy and problem
solving ability, showed improved turnaround performance
than those that only made cost reduction investments.
Moreover, digital transformation also acted as a strong
moderator that magnified the influence that efficiency
strategies had on profitability.

The trend analysis presented by the study revealed an
improvement in the profitability of the branches that used to
experience poor performance, over the last three years, and
validated the prospect of strategic interventions in initiating
sustained recovery. The results were consistent with the
existing body of research on the effectiveness of banks in
the recent era, but added value in the finding that human
capital preparation and online readiness uniquely interacted
in maintaining branch profitability.

5.2 Conclusion

In conclusion, the study confirms that branch profitability is

not solely a by-product of market location or structural

advantages but can be strategically engineered through

deliberate operational and human capital interventions. The

hypotheses tested in this study were supported:

e H1: Operational efficiency strategies significantly and
positively affect profitability.

e H2: Staff cognitive skills development significantly
improves operational outcomes.

e H3: Digital transformation moderates the efficiency-
profitability relationship in a significant manner.

By addressing these hypotheses, the research reinforces that
turning loss-making branches into profitable ones is both
achievable and sustainable when banks invest in structured
efficiency strategies, cognitive upskilling, and digital
innovation.

The study contributes to the broader field of banking
management by offering an integrated model that combines
operational efficiency, human capital, and digital
transformation, demonstrating leadership and innovation in
critical roles of financial management.
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5.3 Recommendations

Drawing from the findings, several recommendations
emerge for practitioners, policymakers, and future
researchers:

1. For Banks and Practitioners

e Invest in continuous staff training programs with
emphasis on cognitive skills, particularly digital literacy
and adaptive problem-solving.

¢ Reposition branches as customer-centric advisory hubs
rather than transaction points, leveraging relationship
management as a profitability driver.

e Implement data-driven decision-making systems to
monitor branch efficiency, enabling real-time corrective
measures.

2. For Policymakers and Regulators

e Create policy frameworks that encourage digital
transformation while safeguarding consumer interests.

e Support financial inclusion by incentivizing banks to
sustain branches in underserved areas, integrating
profitability strategies with community development.

For Future Research

e Expand cross-country comparative studies to examine
how turnaround strategies vary across different banking
environments.

e Conduct longitudinal  studies  assessing  the
sustainability ~ of  profitability  post-turnaround,
particularly in the context of fintech disruptions.

e Explore the role of Al-driven efficiency tools and ESG-
based branch strategies in shaping future profitability
models.

5.4 Concluding Remarks

This study highlights this key truth; non-profitable branches
do not necessarily require failure and can be made profitable
through innovative strategic leadership, process rigor and
investment in human resources. Optimizing performance, as
well as efficiency and digital innovation, and
complementary engagement with staff developments can
not only enable banks to achieve profitability but also
acquire a resilience through which they and indeed the
financial sector as a whole will have to survive in a more
competitive and ever-growing technology and digital
industry.

The findings of this research are not limited to commercial
banks, in that they provide insights regarding the turnaround
of organizations, innovation in leadership and flexible
resilience. Being in the banking business and going through
its fast digitalization and change in customer demands, the
current research findings can be used as a guideline by
leaders who believe in profitable and inclusive rise in the
business.
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Appendix I: Semi-Structured Interview Guide
Introductory Section

Greeting and appreciation for participation.
Brief overview of the study’s purpose (to explore

strategies for turning loss-making branches into
profitable ones).
Assurance  of  confidentiality and  voluntary

participation.
Consent confirmation (verbal or written, as per ethical
protocols).

Section A: Background Information

1.

2.

3.

Could you briefly describe your role in the bank and
your experience in branch management?

How long have you been associated with this
branch/these branches?

What are the key performance indicators (KPIs) used to
evaluate branch success here?

Section B: Understanding Loss-Making Branches

4,

5.

In your view, what are the most common reasons why
some branches underperform or operate at a loss?
Are there structural (e.g., location, market

http://www.marketingjournal.net

demographics) or operational factors that strongly
influence branch performance?
How do regulatory and compliance obligations impact
the profitability of your branch?

Section C: Operational Efficiency and Turnaround
Strategies

7.

10.

11.

What specific strategies has your bank implemented to
improve operational efficiency at underperforming
branches?

How effective have digital technologies (e.g., self-
service kiosks, mobile banking integration, automation)
been in improving branch performance?

Can you share examples where process re-engineering

or workflow optimization led to measurable
profitability improvements?
What role does staff training, motivation, and

performance management play in the turnaround
process?

How do you balance cost-cutting measures with
maintaining service quality?

Section D: Customer-Centric Strategies

12.

13.

14.

How has customer behavior changed in the last five
years, and how has that impacted branch performance?
What customer acquisition or retention strategies have
proven effective in reviving struggling branches?

In your opinion, what is the role of personalized
advisory services in sustaining branch profitability?

Section E: External Influences and Competition

15.

16.

17.

How does competition from fintech companies, digital-
only banks, or microfinance institutions affect branch
operations?

Have you observed differences in branch turnaround
strategies between urban and rural contexts?

How important are partnerships (with fintechs, local
businesses, or government programs) in supporting
branch viability?

Section F: Sustainability, ESG, and Resilience

18.

19.

20.

Has your bank integrated environmental, social, and
governance (ESG) considerations into branch strategy?
If so, how?

How do branches support financial inclusion objectives,
especially in underserved or rural communities?

Can you provide examples of branch resilience during
crises (e.g., pandemic, climate-related events, economic
shocks)?

Section G: Forward-Looking Perspectives

21.

22.

23.

In your view, what does the future of branch banking
look like in the next 5-10 years?

What are the most critical success factors for
transforming loss-making branches into profitable
ones?

What advice would you give to policymakers or
banking leaders designing strategies for sustainable
branch profitability?

Closing Section
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Thank the participant for their time and valuable
insights.

Reassure them of confidentiality and how their input
contributes to the study.

Offer to share a summary of findings once the research
is completed.
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