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The effect of the complementary relationship between
business strategies and asymmetric cost behavior on
improving financial performance - an applied study on
banking sector

Abstract:

The main objective of the present research is to examine the
effect of the complementary relationship between business strategies
and asymmetric cost behavior on improving financial performance by
applying on the banking sector. To achieve this objective, the research
addressed the concept of asymmetric cost behavior, as well as its
characteristics and determinants. It also examined the relationship
between asymmetric cost behavior and financial performance, and the
importance of business strategies in accounting thought. The research
also addressed the concept of business strategies, their importance, and
types, in addition to examining the nature of the relationship between
business strategies and financial performance. To achieve this
methodology, an applied study was conducted by selecting a sample
that included 10 banks operating in the banking sector in the Arab
Republic of Egypt and listed on the Egyptian Stock Exchange (EGX)
during the period from 2019 to 2023. The results indicated that the
three research hypotheses were validated. The results of the applied
study also showed that there is a statistically significant effect at a
significance level less than 0.05 for the following three hypotheses
under study: (1) for business strategies on improving the financial
performance of banks at a correlation coefficient (Ri), (2) for
asymmetric cost behavior on improving the same indicator at a
correlation coefficient (Rz2), (3) for the complementary relationship
between business strategies and asymmetric cost behavior on
improving the financial performance of banks at a correlation
coefficient (R3) in light of introducing control variables for the three
aforementioned cases. The values of the correlation coefficient (R) in
the three cases were (R1) 0.608, (R2) 0.588, (R3) 0.612, respectively.
Therefore, the effect of the aforementioned hypotheses may be
arranged in descending order in terms of its ability - significantly and
statistically - to improve financial performance according to the values
of the correlation coefficient, as shown in the following inequality: R3
> Ri1 > Rz2. The study recommended adopting the principle of
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integration between business strategies and asymmetric cost behavior
inside the banks under study, as it has a significant effect on improving
their financial performance. The study also recommended adopting the
implementation of competitive strategies, whether individually or in
combination, to benefit from the promising advantages and
opportunities that can be accomplished in light of the rapid
developments taking place in the contemporary business environment.

Keywords: Financial Performance, Asymmetric Cost Behavior, and
Business Strategies.
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