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ABSTRACT

This research was a study of mergers and acquisit@s a growth strategy by
commercial banks in Kenya. There are various reaggdry mergers and acquisitions are
applied by businesses in Kenya. Compared to ighieirs Kenya is hailed as having the
most resilient financial system a mature privatet@edevoid of protection and is one of
the most profitable and vibrant sectors in the tguwith a consolidated profit before tax
of Kenya Shillings 61.5 billion for the period Jamy to June 2013 according to data
released by Central Bank of Kenya. This study fedusn why commercial banks adopt
mergers and acquisition as long term growth stresedrhis study utilized the survey
design. The population of study consisted of afteg#n the commercial banks in Kenya
that have adopted mergers and acquisitions asi@gyr for growth after the year 2000.
Data analysis was done through descriptive stedissince the data obtained from
participants was not in numerical form. This stwdys a census of all the commercial
banks and used primary data. The data collectedawalyzed using Statistical Package
for Social Sciences (SPSS) and presented using taid figures. The study revealed
banks use the mergers a. A good number of banks ddoapted mergers and acquisition.
In addition, mergers and acquisition help in thewgh of sales of the banks. Further,
mergers and acquisition as growth strategy helmanket power of the bank. Mergers
and acquisition as growth strategy help in bank&lks value. The major reason for
employing mergers and acquisitions by commercialkban Kenya has been to bring
strengths of the involved entities to be strongeioae. One plus one equals two is the
popular reason why mergers and acquisitions aré asé the research was able to show
that the arithmetic add up. Two merged entitieskatter than two competing entities.
Finally, mergers and acquisition as growth strateglp in acquisition impact of GDP.
The study recommends that banks need to adopt meegel acquisition which will
maximize the shareholders wealth. Merger/acqursii® a strategic tool that must be
cautiously applied and implemented.

Keywords: Mergers, Acquisitions, Strategy and Growth Straeqgi

Xl



CHAPTER ONE: INTRODUCTION

1.1 Background of the study

Mergers and Acquisitions are an essential toolgimwth in the corporate world. They
are applied for varied reasons depending on tlaesgly adopted by a business. Mergers
and Acquisitions deal with the buying, selling, igplg and combining of different
businesses. Muia (2010) noted that mergers and haea a very important tool for
strategic growth. The present era is known as cttigge era. In this era companies
avoid competition and go for mergers and enjoy sones monopoly. According to
Kimani and Were (2012) noted that in the first semenths of 2012, the Kenya recorded
a sharp rise in the number of mergers and acqunsitdeals. Mergers and Acquisitions
are the most popular means of corporate restragfuor business combination, which
have played an important role in the external ghoefta number of leading firms in the

world.

The number of world mergers and acquisitions iséign developed countries than in
developing countries and Kenya is no exception. ditggment for use of mergers and
acquisitions is that acquiring firms seek to growernally and externally. Mergers and
acquisitions are strategic decisions leading toniaimization of a company’s growth
by enhancing its production and marketing operatidviergers and acquisitions have
become popular in recent times because of the eebdacompetition, breaking of the
trade barriers, free flow of capital across cowstrand globalization of business as a
number of economies are being deregulated andrategwith other economies. In the
banking sector changes in the operating environrhasatresulted in commercial banks,
having to merge acquire other banks in the indusRgasons for their adopting mergers
and acquisitions vary but the main reasons incltm@eet the increased levels of share
capital; expand distribution network and marketrehand to benefit from best global

practices among others.



1.1.1 Growth Strategy

Strategy in a firm as a long term plan of actiordgfines where the firm wants to go and
how it wants to get that point, considering it®esgths and weaknesses and the external
opportunities and threats. Growth is essentiakfetaining the viability, dynamism and
value-enhancing capability of a firm. A growth-gried firm is not only able to attract
the most talented executives but it would also lbe & retain them. Growth leads to
higher profits and increase in shareholders’ valdefirm can achieve its growth
objective by combining its operations with othenfs through mergers and acquisitions
(Pandey, 2008). It follows that mergers and actjois activity is a key corporate

growth strategy in finance through which managarsenhance their firms’ growth.

Strategic growth concepts are applied where managerealizes that the business is not
where it needs to be in terms of success, revesiumt meeting the projections, the
market power of the business needs to increases th@eed to penetrate a market or the
economic environmental is making operating of thsitess difficult. Once management
has realized that they are encountering theseerigds the management needs to look at
the available growth strategies. Mergers and Adgoms is one of the tools used by
companies to accomplish the strategic growth objéetsed on internal and external

analysis of the business environment.

1.1.2 Mergers and Acquisitions

Mergers and Acquisitions are the most popular meznsorporate restructuring or
business combination, which have played an impbriae in the external growth of a
number of leading firms in the world. These are fdsgest way to grow because target
firm with its value chains already exists (Luypa&®08). It should be noted however
that mergers and acquisitions from a legal perspechean different things. The terms
merger and acquisition mean slightly different gsna merger being two firms of equal
size agree to move forward as a single entity. Aqussition however is when one

business establishes itself as the owner of anbtlsness.



Mergers and acquisitions produce synergy, henderbgte of complementary resources
leading to geographical or other diversificatiorhislT smoothens the earning of a
company, which over the long term smoothens it€kstorice, giving conservative
investors more confidence in investing in the conypdhe primary purpose of merging
and acquiring new firms is usually to improve oVWgparformance by achieving synergy,
between two business units that will increase cditiye advantage (Webet al., 1996).
Kenya's financial sector witnessed failure of maapks in the eighties and the nineties.
After this period, banks as a reactive or proaatineasure embarked on restructuring and

among the approaches they used is merging andraxgghorizontally.

1.1.3 Banking Sector in Kenya
The Banking industry in Kenya is governed by thenpanies Act, the Banking Act, the

Central Bank of Kenya Act and the various prudérgiadelines issued by the Central
Bank of Kenya (CBK). The banking sector was libised in 1995 and exchange controls
lifted. The CBK, which falls under the Minister féiinance docket, is responsible for
formulating and implementing monetary policy andtésing the liquidity, solvency and

proper functioning of the financial system. Kenyarently has 43 licensed commercial

banks and one mortgage finance company.

Compared to its neighbors Kenya is hailed as hatriagnost resilient financial system a
mature private sector devoid of protectionalismnyas commercial banks play a crucial
role in ensuring Kenya's economic progress The ibgrikdustry in Kenya plays a very
significant role in the economic development of twuntry and is one of the most
profitable and vibrant sectors in the country wathconsolidated profit before tax of
Kenya Shillings 61.5 billion for the period January June 2013 according to data
released by Central Bank of Kenya. There is howgweat competition and the legal and
statutory capital requirements make this sectortbathas readily taken up mergers and
acquisitions. The banks that have taken up mewaisacquisitions have cited the need
to enlarge their balance sheet as well as incrd@sebranch network. Acquisitions have

been used by foreign banks to penetrate the hightypetitive sector.



1.2 Research Problem

In Kenya, economic activities have been charaadrizy a low number of local and

cross-border mergers and acquisitions over thesydaspite the benefits that accrue
thereof. The ensuing disparity in world mergers aoduisitions and Kenya in particular

necessitates this study. According to Luypaert §00e aggregate financial market
conditions do not affect growth of firms through ngers and acquisitions. Firms are
tempted into mergers and acquisitions solely bexanfs favourable capital market

conditions. Firms are more likely to grow througlengers and acquisitions when stocks
are booming. Aggregate financial market conditialzs not impact on the nature of

merger or acquisition. This study seeks to identilyv mergers and acquisition can be
used as a tool for strategic growth in Kenya.

The context of the research study aimed to anseqtiestion of whether mergers and
acquisitions have an effect on the sales volumdsaoks, market power, stock prices,
profitability and the general growth of the GDPKgenya. Overall the study will looked
at how effective mergers and acquisitions are ® dtrategic growth of banks. The
assumption being that mergers and acquisitions tawepositive effect on the above
mentioned and the research aiming to confirm thatdame is true. There are many
efforts that have been undertaken to address useeders and acquisition as a tool for
strategic growth by the corporate world. This studyl address the various gaps
established by the past researchers. Past reskappears has not studied the effect
mergers and acquisition in Kenyan banks. This isst¢autinize the banks overall
performance after being subjected to mergers aquisition.

Research gap exists since there is little resedode to answer the question of whether
mergers and acquisition contribute to the stratggoevth of banks, it was identified that
there should be a significant study done to esthlthe contribution. In his study Walker
MM (2000) was not able to identify the worth of mgers and acquisitions to commercial
banks. Most of the research didn’t address hown& saable to achieve strategic growth
through mergers and acquisition. Previous studyednnMuia (2010) looked at mergers

and acquisitions for firms listed in the Nairobo&t Exchange, the study did not address



the question of how commercial banks can realizeketgpower through mergers and
acquisitions and also fallen short of the how mexgend acquisitions can increase the
firm’s value in the stock exchange. While lookinigtlae gaps relating to the issue of
impact of mergers and acquisitions on GDP, thearebeaims to answer the question of
whether there is a relationship between strateggcal mergers and acquisitions by banks
and the country’s GDP.

The research study had identified various questtbas needed answering. There was
need to look at the reasons why banks would adogrigens and acquisitions. The
guestion needed to be answered whether mergers aagdisitions increase the
profitability of the firms, sales volumes in banks;rease business market power, firm’s
stock price and the relationship between the cgistGDP and that of mergers and
acquisitions. An examination of the factors abowwild answer the question of whether
mergers and acquisitions have an effect on theegitagrowth aspirations of commercial

banks in Kenya.

1.3 Research Objectives
The objective of this study was to investigate reesgand acquisition as a growth

strategy of commercial banks in Kenya.

1.4 Value of the Study

In theory researchers and academicians are gronpswil benefit from the study in that
they may identify the researcher gap and condwsetareh on this topic. Also they might
benefit by gaining information which can be usedccémduct other studies on the area
mergers and acquisition as tool for strategic ghowmt Kenya. This research aims to
provide the basis for more research to be donechgeamics as a basis for research of

other sectors in the Kenyan economy.

In practice the study will be used by the managénwnorganizations who are
technically agents of the shareholders. The manageof the firms will gain insights on
whether to use mergers and acquisition as todtfategic growth. The management will
be able to know which form merger and acquisitibaytcan use in order to enhance

organization growth. The shareholders who are tieeos of the firms are interested in



the growth of the organization. The growth of themf will be witnessed by the
shareholders if there is increase of the sharetoldealth. The management must be
engaged in strategic management whereby they mamsimze the shareholders wealth
by investing in mergers and acquisition that wilhance growth of the firm. The growth
of the firms is a major concern for the governmestause it is an indicator of economic
development. The government will benefit to knowettter the firms are growing
through expanding their market share. The potemiastors will be interested in the
firms that are experiencing growth so as to inwesh order to recover the returns. The

firms that are in merger will attract a significamtmber of investors.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents a critical and in-depth eatadn of previous research; it will
contain theoretical literature and empirical litera. It entails reviews of secondary
sources obtained from published work such as jésirnaaster’s thesis books, conference
proceedings, and other reports.

2.2 Theoretical Foundation of the Study

The main reason for merging and acquiring similasiteess is with the aim to obtain
synergy between the two business units. Apart ftbis, other reasons for horizontal
mergers and acquisitions are to increase the mpdweer, exploit economies of scale, to
diversify through separate markets and providestkfiit services. The level competition
in an industry is affected by the increased hotiazbmergers and acquisitions and
according to the economic theory consumer’s berigdih the increased competition.
Gaughan (2002) noted that this is the combinatiomvo corporations in similar lines of

business or between two competitors.

The resource-based view has recently emerged asal@mnative approach to

understanding industrial organizations and theinpetitive strategies. According to this
view, a firm is equivalent to a broad set of resesrthat it owns. Wernerfelt (1984: 172)
defines resources as “those (tangible and intagilksets which are tied semi-
permanently to the firm.” Unlike traditional indusi organization economics, which

relies heavily on the analysis of the competitiv@imnment, the resource-based view
focuses on the analysis of various resources owgetie firm. Because many resources
are firm-specific and not perfectly mobile or intike, firms are continuously

heterogeneous in terms of their resource baseaiSadt firm resource heterogeneity,
thus, becomes a possible source of competitiverddga, which then leads to economic

rents, or above normal returns.

Traditional strategy research suggests that fireexino seek a strategic fit between their

internal characteristics (strengths and weaknesaes)) their external environment



(opportunities and threats). Considerable emphessusually been given, however, to a
firm’'s competitive environment and its competitipesition. In contradiction to that
external emphasis, the resource-based view embadigterent approach, which stresses

the internal aspects of a firm.

Mergers and acquisitions involve a process thatlavpractically involve the following
steps: first, is for a firm to perform target idénation; secondly, the firm get involved
in acquisition/merging; thirdly, the firms integeat finally, the firm's post-
acquisition/post-merger assessment. A study don&umss and Voelpel (2012) noted
that successful acquisitions ultimately dependh&ndorrect timing, and they are suitable
because they help in grow and expanding of the emmpTlhey continue to note that if
timing is wrong or the wrong company is acquirént there is lack of synergy. It is for
this reason that the companies should do pre-atiquiscreening so as to ensure that
they merging or acquisition enhance the companyswvth. (Collan and Kinnunen,
2011). Collan and Kinnunen (2001) alluded that apenal synergy and divestiture the
most important aspects for achievement of growtlerafM&A. Growth can only be
achieved if the two companies have managed to tefédyg integrate on the aspects of
the strategic, structural, personnel, cultural atakeholder levels (Ruess and Voelpel,
2012). The growth of companies after mergers andiaition is largely dependent on the
organizational learning that occurs during the {amsjuisition assessment phase. This
phase of post-acquisition assessment can helpthpany to expand its market territory
through mergers and acquisitions (Collan and Kiemin2011, Ruess and Voelpel,
2012). During this phase the acquiring companydmaspportunity to assess how adept
they were at identifying the right company to acggo as to enhance the growth of the

affected companies.

2.3 Mergers and Acquisitions

Mergers and Acquisitions according to Brealey angei (2004) and Gaughan (2002)
can be classified into three categories; horizonmvartical and conglomerate. The
classification is dependent on the nature of therass the two entities are involved in at

the time of applying mergers and acquisitions sgyt



Horizontal according to Gaughan (2002) is the comtidon of two corporations in
similar lines of business or between two compeditdihe main reason for merging and
acquiring similar business is with the aim to obtaynergy between the two business
units. Apart from this, other reasons for horizob&A’s are to increase the market
power, exploit economies of scale, to diversifyotigh separate markets and provide
different services. The level competition in anustdly is affected by the increased
horizontal M&A'’s and according to the economic theagonsumer’s benefit from the

increased competition.

A coming together of companies in same line of mess but different aspects of
production according to Brealey and Myers (20043 weferred to vertical. This may be
of two types: When a producer acquires a supplieh® raw material in the chain of
production, with the aim of reducing cost of protiwe, it is called backward vertical
integration. When a company buys its vendor, indinection of its consumer to reduce

marketing and delivering costs, it is called a fardvmerger and acquisition.

A combination of companies with different or untetifields of business is referred to as
a conglomerate. These companies neither are ratatedre they competitors The main
motives for conglomerate M&A are efficient capitalocation and the reluctance to
distribute cash flows to the company’s sharehol@aspanies also seek diversification
of risks and entry to a new emerging market throthgh type of acquisition (Marks and
Mirvis, 1998). Cartwright and Cooper (1992) makeistinction of one more category
called the concentric merger, which is acquisitdthe dissimilar but associated field of
business in which the buying company looks forwardxpansion.

Mergers and Acquisitions involves a process thatldipractically involve the following
steps: first, is for a firm to perform target idéioation; secondly, the firm get involved
in acquisition/merging; thirdly, the firms integeat finally, the firm's post-
acquisition/post-merger assessment. A study donumss and Voelpel (2012) noted
that successful acquisitions ultimately dependhendorrect timing, and they are suitable
because they help in the growth and expansion efttmpany. They continue to note

that if timing is wrong or the wrong company is aicgd, then there is lack of synergy. It



is for this reason that the companies should deapgiisition screening so as to ensure
that they merging or acquisition enhance the coryipagrowth. Collan and Kinnunen
(2001) alluded that operational synergy and diua®tithe most important aspects for
achievement of growth after M&A. Growth can only &ehieved if the two companies
have managed to effectively integrate on the aspett the strategic, structural,
personnel, cultural and stakeholder levels (Ruesd Woelpel, 2012). Growth of
companies after merger and acquisition is largedpetident on the organizational
learning that occurs during the post-acquisitioseasment phase (Agrawal and Jaffe,
2000; Epstein, 2004; Harding et al, 2004, Hitt et 2009; Ruess and Voelpel, 2012).
This phase of post-acquisition assessment canthelgompany to expand its market
territory through the merger and acquisition (Qoliand Kinnunen, 2011, Ruess and
Voelpel, 2012). During this phase the acquiring pany has an opportunity to assess
how adept they were at identifying the right compam acquire so as to enhance the

growth of the affected companies.

2.3 Growth Strategy

In 2008 the government increased the minimum capetal requirements from Kenya

Shillings 250 million to Kenya Shillings 1 billioriThis made it necessary for banks to
look at ways of growing their balance sheets withdline for achieving the core capital
requirements being 2012. The new capitalizationellefor banks was to foster

consolidation of the banking industry through mesgand acquisitions. In order for a
firm to achieve growth it must formulate strategiesachieve its objectives this is
according to Luypaert (2008). Pilloff and Santomét®96) argue that mergers and
acquisition activities can significantly reduce g costs from the fact that larger
firms can be more efficient if redundant facilitiase eliminated. On the other hand,
DeYoung et al. (2009) argues that mergers and sitiquis can increase firm size. Firms
with large size can increase market power in datenm higher prices or generating
profits. The driving force in bank mergers and asijons include better risk control

through the creation of critical mass and econorofescale, advancement of marketing
and product initiatives, improvements in overalledit risk and technological

exploitation. These drivers have led to improveéeraponal efficiencies and larger and

capitalized institutions. The results of this pglare neither here nor there contrary to the
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policy expectations. The most difficult aspect ohsolidation is the ones induced by

government through mergers and acquisitions.

One of the strategic tools for growth is mergerd anquisitions which deal with the
firms buying, selling, and combining of differentnis that can help in gaining the
resources and capabilities in order to gain coripetiadvantage. Mergers and
Acquisitions are the fastest way to grow becausgetdirm with its value chains already
exists (Luypaert, 2008). Mergers are distinguishgdhe relationship between two or
more firms that are merging. The dominant rationaded to explain mergers and
acquisitions activity is that acquiring firms seé&k grow internally and externally
(Pandey, 2008). It is believed that mergers andiaitopns are strategic decisions leading
to the maximization of a company’s growth by enlagdts production and marketing
operations. Mergers and acquisitions have becorpala@oin recent times because of the
enhanced competition, breaking of the trade barfeee flow of capital across countries
and globalization of business as a number of ece®rare being deregulated and
integrated with other economies. A number of reasor attributed for the occurrence of
mergers and acquisitions. For example, it is sugdethat mergers and acquisitions are
intended to limit competition, utilize under-utéid market power. Ruess and Voelpel
(2012) noted that in their study merger activiteasd theories focusing on macro-
economic factors influencing mergers waves suclea@somic fundamentals such as
GDP growth, stock market index and interest rdtesnd a negative correlation between
economic growth and mergers and acquisitions aietsvi Luypaert (2008) investigated

the determinants of growth through Mergers and Asitjons.

Mergers and acquisitions are a natural way of esipanfor growing companies (Collan
and Kinnunen, 2011) noted that offering variouseptl benefits, such as efficiency
increases, economies of scale and increases iretrstare is one of the major reasons
why they merge. According to Bruner, 2004a, 20@a&Pamphilis, 2009; Krishnamurti
and Vishwanath, 2008; Pablo and Javidan, 2004)rithesc that majority of the firms
merge in order to shared costs and risks as wedtaak market returns for the acquiring
company. Ooghet.al (2006) on their study noted that mergers and adepns can be
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lumped together as the mode through which prewouslependent firms combine to
become a single entity by this the firms are ablac¢hieve growth and have a larger

market.

Banks may come together for the purpose of makmofitgRuess and Voelpel, (2012).
Profitability variable is seen as the most objezdiwf the banks which merge or acquire
each other due to increase their profitability nmarg\ccording to Luypaert (2008) in
highly concentrated industries, banks tend to reizegthe impact of their policies and
actions on one another. This could influence reastto changes in competitive behavior
like quantity restrictions, tacit collusion and fzontal mergers and acquisitions to
increase the concentration within an industry whiohy help banks to realize high

profits.

When the banks merge they increase their core mes®wnd core capabilities of the
banks thus have a positive relation between ingusincentration and external growth
may arise particularly in related mergers and aitions. Conversely, when the industry
is already highly concentrated, it could have a downcidence of mergers and
acquisitions as there is less room left for furtbensolidation this leading to high profit
(Collan and Kinnunen, 2011). Mitchell and Mulherih996), Andrade and Stafford
(2004), Powell and Yawson (2005) have examined dffect of industry shocks on
mergers and acquisitions in regards to the groWtheosales of the banks and found that
when the banks merge or acquire each other thenensased in sales which results to
maximum profits. Collan and Kinnunen (2011)alludedt initially investigated through
sales growth found that banks in mature or dedjiniidustries may want to shift their
resources into growing industries, to guarante# theg-run survival hence existence of
positive relationship between sales growth and erergnd acquisitions. Bidder variables
are operationalized by assessing bankprofitabilitych tends to positively influence

mergers and acquisitions.

Banks which are concentrated on the same industty be interested in coming up

together so as to increase their market power @Raed Voelpel, 2012). Large and
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profitable banks often have or can better accesmfdial resources that are needed to
acquire other banks so as to enhance market poaegraphically. More over large
banks are expected to engage more in diversifyiaggers and acquisitions as there may
be few opportunities left for growth in their owndustry to increase and retain the
already market they have. These financial resouwraesalso create value when used to
acquire a financially constrained target bankthupoaitive relation between market
power and share, banksize and mergers and acgoss{fcaughan, 2002).

Mergers and Acquisitions help the banks to improwveits image especially in the
Nairobi Stock Exchange (NSE). When the image israwed the company is able to
raise more finance in terms of shares stocks taathe used in expanding the banks
(Ruess and Voelpel, 2012). Most of the popular e restructuring or business
combinations have played an important role in tktereal growth of a number of leading
banks in the world. In Kenya for instance, mostksawould want to gain credit in NSE

and they can do so through mergers.

According to Luypaert (2008) the aggregate findnoiarket conditions do not affect
growth of banks through mergers and acquisitiorskB are not however tempted into
mergers and acquisitions solely because of favdeirgdpital market conditions. Banks
are less likely to grow through mergers and actjois when stocks are booming.
Aggregate financial market conditions do not impact the nature of merger or
acquisition. The relation between GDP growth aramgn of banks through mergers and
acquisitions is positive when banks seek immedrateeases in production capacity in a
growing economy. The desire for bankto grow throagherger or an acquisition might
in turn be tempered by bad business conditionsoMerall the empirical evidence
between GDP growth and growth of banks through erergnd acquisitions is limited

and mixed (Ruess and Voelpel, 2012).

2.4 Mergers and Acquisitions as a Growth Strategy
It's clear from the literature review that while rgers and acquisitions are a strategic

tool for growth of banks their application in Kenisanot yet been up to international
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standards. The research gap has identified theg ikea researchable study since while
there are many theories that look at the reasons asimpanies take up mergers and
acquisitions none of the theories conclusively ared the questions of the effect on
profits, sales volumes, firm market power and tteels price of the banks in Kenya.

Banks needs to take up more of mergers and adqusiin order to capitalise on market
synergies and increase product and services campa#ss in the international market
and by extension increase the country’s gross dien@®duct (GDP).

A noted gap on strategy models based mainly onr@mviental and industrial scrutiny
make the unrealistic assumption of firm homogendgther than being defined by the
competitive environment, the parameters of a fircosnpetitive strategy are critically
influenced by its accumulated resources. In otherdg; what a firm possesses would
determine what it accomplishes. Accordingly, a fistmould pay more attention to its
resources than to its competitive environment. €betribution of the resource-based
view is that it develops the idea that “a firm’swgeetitive position is defined by a bundle
of unique resources and relationships” (Rumelt41%5%7), and thus provides a balance

vis-a'-vis environmental models of strategy.

A number of theorists believe that the resourceethasew could be a new theory of the
firm, it is still part of a developing paradigm strategy research. The usefulness and
richness of the paradigm need to be demonstratedvariety of strategy areas. Indeed,
researchers are still in the phase of accumulappiications of the resource-based view.
For example, Peteraf (1993) shows that sustaindifflerences in firm profitability that
cannot be attributed to industrial differences t@nbetter explained by the resource
based view. Our understanding of diversificatioratsgy is also enhanced because the
resource-based view strongly argues for strategiatedness within a conglomerate
(Chatterjee & Wernerfelt, 1991). Harrison, Hitt, $kesson, and Ireland (1991) examined
the performance of mergers and acquisitions throaghesource-based perspective.
Global strategy, technological strategy, and sfiiateegulation have also been studied by
applying the resource-based view (Collis, 1991;ra¥d-Barton, 1992; Maijoor & Van
Witteloostuijn, 1996). One area that remains uredgrored in the literature is the
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resource-based view of strategic alliances, evenugh such alliances are rapidly
increasing in importance in today’s competitivedscape (Das & Teng, in press; Doz &
Hamel, 1998; Gomes-Casseres, 1996; Yoshino & Rarig8b). A resource based view
seems particularly appropriate for examining stiatalliances because banks essentially
use alliances to gain access to other banks’ vluadsources. Thus, firm resources

provide a relevant basis for studying alliances.

These four components are integral to a generakryhef alliances, because they have
been the main focus of alliance research. Whabkas lacking in the literature thus far
is the fact that none of these aspects has beequaiddy examined from the resource-
based perspective. Taken together, the four aspeatsibute toward a comprehensive
and integrated theory of strategic alliances frdme tesource-based viewpoint. To
facilitate empirical testing of the resource basieebry of strategic alliances presented

here, we also develop a number of propositions.

The few studies that have applied the resourcedbpeespective to strategic alliances
cover only limited aspects (e.g., Blodgett, 199bgHt, 1988). Focusing exclusively on
the resource-based view of strategic alliancespdoessentially that alliances are more
likely to be formed when both banks are in vuln&atrategic positions (i.e., in need of
resources) or when they are in strong social post(i.e., possess valuable resources to
share). Other researchers have tackled only sdleaspects of alliances, such as
organizational knowledge (Kogut, 1988) and intdoral business (Blodgett, 1991,
Lyles & Salk, 1997). Thus, a general resource-baisedry of strategic alliances has yet
to emerge. Our purpose here is to develop a maengpassing resource-based theory of

strategic alliances than is available in the exfiterature.

Research in organizational Mergers and Acquisitiammonstrates that for an
organization to remain competitive in a changingpgl business environment, it needs to
continuously renew itself growth through comparinigh the market share with other

banks in the same industry (Holland and SalamaQR@ firm can acquire another firm
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SO as to take advantage of competitive advantagetas by the study done by (Geroski
and Mazzucato, 2002)
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents the research design, populat the study, sample size and
method, data collection method and the data arsatgsthods. It's a blueprint of how the
study was conducted from data collection to thenfpof analysing and concluding the
research findings.

3.2 Research design

Thornhill (2003) described a research design alsma @f action that a researcher has to
take in order to tackle a problem. A similar ddfonn has been given by Saunders et al
(2003) who described a research design as a plastunfy providing the overall
framework for collecting data. Once the problem He®n formulated, a design is
developed in order to provide a format for detagézps in the study.

The study adopted the cross sectional researclyrdefhis involved the study of the
whole population to support inferences of cause effett. Cross sectional studies are
descriptive studies. According to Thornhill (20@B¥ descriptive method of research is
process of collecting data in order to test hypsiher answer question concerning the
current status of the subject in the study. Sucthatkof study determines and reports the
way things are. Neuman (2000) also say that des@ipesearch is concern with
conditions that exist, practices that prevail, dfsliand attitudes that are held, processes
that are ongoing and trends that are developing. rEeearch design used a descriptive
survey design. The descriptive survey was relevanthis study as it enabled the
researcher to find out the impact of mergers awgiation as strategic tool for growth of
banks in Kenya.

3.3 Population

CBK data indicates that there have been 36 caseseofers and acquisitions in the
banking sector since 1989, affecting 32 banks. gdplation for this study consisted of
16 banks that have used mergers and acquisitioasgaswth strategy from®1January

2000 in Kenya. This gave 95% confidence level & 2@nfidence interval estimate. The
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target population is the totality of objects oriinduals under consideration of which the
statistical attributes may be estimated by theystfdsample or sample drawn from it.
Neuman (2000) defines research population as theifsppool of cases, individuals or

group of individuals which the researcher wishestestigate.

3.4 Sample Design

The non-probability method of sampling was useds lised when a researcher wants to
infer the characteristics of the sample populatmnhe whole population and is rather

interested in the information. Purposive or congahisampling was used in studying the
entire population of the banks that have mergeds ok into consideration the fact that

the banks are scattered all over the Nairobi Couftye study involved a conducting a

census to the entire population.

3.5 Data Collection

The researcher collected primary data through adteing questionnaires and
interviews questions to the management of the baltks questionnaires contained open
ended and close-ended questions.

Data collected on all the commercial banks thatehapplied the mergers and
acquisitions. The banks are listed on appendix dgep A pilot study was conducted to
test the accuracy of the instruments. This was dmefere the actual fieldwork. This
involved 5 respondents who are part of the samgflage but whose data was not used
for analysis. Validity is the extent to which arstiument captures what it purports to
measure, It is the accuracy and meaningfulnessifefance which are based on the
research results .It is the degree to which resiitain from the analysis of data actually
represent the phenomenon under study (Mugenda &ehtiey 2003).

The questionnaire was administered to the top nmanagt, middle level management
and lower level management. The study used of pothary and secondary quantitative
and qualitative data. Secondary data was collgtieadigh literature review from various
sources. Content analysis from the internet widbdle used to obtain up to date literature

related to this assignment especially on MergegsAaquisitions.
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3.6 Data Analysis

Data analysis was done through descriptive stedissince the data obtained from
participants was not in numerical form. Descriptstatistics was used to provide details
variables under study. In this respect, measuregmifal tendency such as the mean and
standard deviation were used. To evaluate the riacollected from data collection a
variety of online data analysis tools which easikggrate with Microsoft Excel was used
for the data analysis. Reliability is a measur¢hef degree to which research instrument
yields consistent results or data after repeatatstiReliability in research is influenced
by random error (Mugenda & Mugenda, 2003). Thidgnitgdn implies one method for

assessing reliability the test —retest method, @/kiee research is exactly replicated.

The research recognised that coding as an interprteichnique was used to organise the
data and provide a means to introduce the intefioes into certain quantitative

methods. It required the researcher to read threeatad split segments within it with each
segment labelled with a code that give an idea timrassociated data segments inform
the research objectives. The coding then led tgavedion of various reports by

summarizing the codes, discussing similarities difitrences in related codes across
distinct original sources/contexts, or comparing telationship between one or more

codes.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the findings on the effettaargers and acquisitions as a growth
strategy by commercial banks in Kenya. In additiitwe, content of this chapter involve
the descriptive analysis which was done to see phitern and frequency of the
background of the respondents and variables whiete winder study. The findings are
summarized under the objectives of the effects efgers to the variables of background,
profitability, growth of sales, market power of thmnk, bank’s stock value, and
acquisition impact of GDP. The findings of thedstuvere analyzed using SPSS and
presented in form of frequency tables, bar graplaspge —charts.

Preliminary analysis such as normality, reliabjlialidity and factor analysis were
assessed. Normality tests were done to see wh#ibedata obtained were normal,
reliability test was to see whether the items thake up a scale are all measuring the
same underlying construct, validity test was to whether the item measures what it is
supposed to measure, and factor analysis was iy #ee dimensionalities of measured

constructs.

4.2 Data Presentation

The study here sought to establish the effects efgers and acquisitions in 16
commercial banks in Kenya since the year 2000. Sthdy period was the year 2000 to
the year 2012. The findings were as presented biesa pies and bar graphs. The
guestions asked were graded and scaled in ordeake it easier to present the findings
picked during data collection.

The general information considered relevant to sigly included the profession of the
respondents and reasons for the bank to adopt mesigd acquisitions as a strategy for
growth.

4.2.1 Profession of the respondents

The respondents were asked to indicate their pimiies Further, the respondents were
given the scale of top management, middle levelagament and supervisors as shown
in the figure 4.1.
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Figure 4. 1: Profession of the respondents

® Top management
= Middle level management
= Supervisors

Source: Research Data (2013)

Figure 4.1 represents profession of the responddata of the respondents who were
subjects for the study. From the findings of thedgtthe majority of the respondents
were middle level management representing 36%. dtelgmts who were top

management and supervisors represented 32%.

4.2.2 Reasons the banks adopted mergers and acqtigsis

The respondents were asked to give reasons forb#mk to adopt mergers and
acquisitions as a strategy for growth. Moreoveyttaed from wider market coverage,
competitive advantage, geographical coverage amigfo direct investment. The results

were shown in the figure 4.2 below.
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Figure 4.2: Mergers and acquisitions as a strategipr growth

®m Wider market coverage
m Competitive advantage
Geographical coverage

Foreign direct investment

Source: Research Data (2013)

The results of the study findings in figure 4.2 whithat reasons for the bank to adopt
mergers and acquisitions as a strategy for growthhat of wider market coverage
representing 38%. In addition, those that stateat tb gain competitive advantage
representing 36%. Also, those that indicated thatreason for bank to adopt mergers
and acquisitions as a strategy for growth were ggadgcal coverage and foreign direct

investment representing 17% and 9% respectively.

4.2.3 Profitability

The respondents were asked to rate the extent ichwhergers and acquisitions as a
growth strategy by commercial banks in Kenya ardfiability, a measure on a seven
point likert scale. The range was strongly agréedImoderately disagree (7). The scores
of strongly disagree and disagree were taken t@sept a variable that had an impact to
a small extent (S.E) equivalent to a percentageesacb0 to 0.05 on a continuous likert
scale; (& S.E<5). Scores of neutral were taken to representiabla that had an impact
of a moderate extent(M.E) equivalent to a percentagore of 0.06 to 0.12 on the
continuous likert scale: (0.8M.E< 0.12). The scores for both agree and stronglyeagre

were taken to represent a variable which had amatnip a large extent(L.E) equivalent
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to a percentage score of 0.13 to 0.99 on a conimlikert scale; (0.X3L.E< 0.99). The
results were given in the table 4.1
Table 4. 1: Profitability

Where SA = Strongly Agree, A = Agree, MA = Modetgtagree, NS = Not sure,
SD = Strongly Disagree, D = Disagree and MD = Matiy Disagree.

Profitability SA% A% MA% NS% SD% D% MD%

Mergers and Acquisitions have  51.1  21.3 128 @ 6.4 4.3 21 21
help in increasing of the banks
profit as compared to before

merger.

Mergers have increased the profit 34.0 36.2 8.5 43 64 64 43
after 1 year

Mergers help in expanding the 27.7 38.3 85 43 64 85 64
bank’s profitability index

Mergers have increased the banks88.3 @ 29.8 128 6.4 4.3 21 64

before tax

Mergers have increased the banks36.2 29.8 128 85 43 43 43
after tax

Source: Research Data (2013)

The findings from the study in table 4.1 indicatatt51.1% of the respondents strongly
agree that mergers and acquisitions helps in iscrgaf the banks profit as compared to
before merger, 21.3% agrees and 12.8% moderateBea®n whether mergers and

acquisitions helps in increasing of the banks paicompared to before merger 6.4% of
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the respondents were not sure. The study findilge @&dicate that 4.3% of the
respondents strongly disagreed that mergers andgisittons helps in increasing of the
banks profit as compared to before merger, 2.1%goeed and moderately disagreed that
mergers and acquisitions helps in increasing oftidueks profit as compared to before

merger.

The finding further indicates that 34.0% of thep@sdents strongly agreed that mergers
have increased the profit after one year. In aoldjtithose respondents agreed that
mergers have increased the profit after one ygaesenting 36.2%. The study findings
further indicate that 6.4% of the respondents gfisordisagreed and disagreed that
mergers have increased the profit after one yeareder, 4.3% indicates not sure and
moderately disagree that mergers have increaseauordfiie after one year. Further, 27.7%
of the respondents strongly agreed that mergepsiha@xpanding the bank’s profitability
index. The finding further indicates that 38.3%tloé respondents agreed that mergers
help in expanding the bank’s profitability index.lsd, 8.5% of the respondents
moderately agree and disagreed that mergers hedgganding the bank’s profitability
index. Similarly, 6.4% of the respondents strondjigagreed and moderately disagreed

that mergers help in expanding the bank’s profityindex, 4.3% were not sure.

The finding further indicates that 38.3% of thep@sdents strongly agreed that mergers
have increased the banks before tax. In additluwse respondents agreed that mergers
have increased the banks before tax representir@@9The study findings further
indicate that 12.8% of the respondents moderatplgea that mergers have increased the
banks before tax. Additionally, 6.4% indicates sote and moderately disagree that
mergers have increased the banks before tax. Agenstudy reveals that respondents
who strongly disagreed and disagreed, that mergsrificreased the banks before tax
scored 4.3% and 2.1% respectively.

The findings indicate that 36.2% of the respondeiitsngly agreed that mergers have

increased the banks after tax. Moreover, thoseoremts agreed that mergers have

increased the banks after tax representing 29.8%.study findings further indicate that
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12.8% of the respondents moderately agreed thajereehave increased the banks after
tax. Also, the findings indicate that those respntd were not sure scored 8.5%. Finally,
4.3% of the respondents indicates similar scoresstoongly disagree, disagree and

moderately disagree that mergers have increasduhtiies after tax.

4.2.4 Growth of sales

The respondents were asked to rate the extent tchwhergers and acquisitions as a
growth strategy by commercial banks in Kenya armvgn of sales, measures on a seven
point likert scale. The range was strongly agredifjgto moderately disagree (7). The
scores of strongly disagree and disagree were takeepresent a variable that had an
impact to a small extent (S.E) equivalent to a @etage score of 0 to 0.05 on a
continuous likert scale; f0S.E< 5). Scores of neutral were taken to representiable
that had an impact of a moderate extent(M.E) edgido a percentage score of 0.06 to
0.12 on the continuous likert scale: (0BE< 0.12). The scores for both agree and
strongly agree were taken to represent a variablehwhad an impact to a large
extent(L.E) equivalent to a percentage score a3 @©10.99 on a continuous likert scale;
(0.1%X L.E< 0.99). The results were given in the table 4.2\wel

The findings from the study in table 4.2 indicatatt31.9% of the respondents strongly
agree that before merging and acquisition the salesver were low, 40.4% agrees and
14.9% moderately agree. On whether before mergmigagquisition the sales turnover
were low 6.4% of the respondents were not sure. sthdy findings also indicate that
2.1% of the respondents strongly disagreed, disdgend moderately disagreed that

before merging and acquisition the sales turnoverevow.

The finding further indicates that 40.4% of thep@sdents strongly agreed that mergers
and acquisitions help in increasing of sales. Iditazh, those respondents agreed that
mergers and acquisitions help in increasing ofssalé7%. The study findings further

indicate that 14.9% of the respondents moderatgigesl that mergers and acquisitions
helps in increasing of sales. Moreover, 6.4% inéganot sure that mergers and
acquisitions helps in increasing of sales. 4.3%tlé respondents disagreed and
moderately disagreed that merger and acquisitiogipshin increasing of sales of

commercial banks.
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Table 4. 2: Growth of sales
Where SA = Strongly Agree, A = Agree, MA = Modetgtagree, NS = Not sure,

SD = Strongly Disagree, D = Disagree and MD = Matidy Disagree.

Growth of sales SA% A% | MA% NS% SD% D% | MD%

Before merging and acquisition the31.9 404 149 64 2.1 21 21

sales turnover were low

Mergers and Acquisitions helps in 40.4 27.7 149 64 21 43 4.3

increasing of sales

Mergers and Acquisitions have in. 44.7 23.4 85 85 85 43 21

sales maximization or optimizatio

-

Mergers and Acquisitions helps the88.3 255 170 64 @64 43 21
two banks to combine their sales

turnover

Mergers have increased the 319 213 21.3 85 4.3 43 85

company'’s sales volume

Source: Research Data (2013)

Further, 47.7% of the respondents strongly agreatihergers and acquisitions have in
sales maximization or optimization. The findingther indicates that 23.4% of the
respondents agreed that mergers and acquisitions I sales maximization or
optimization. Also, 8.5% of the respondents moaddyaagree, not sure and strongly
disagreed that mergers and acquisitions have &s sahximization or optimization, 4.3%

of the respondents disagreed that mergers andsiibgs have in sales maximization or
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optimization, 2.1% of the respondents rated modbratlisagreed that mergers and

acquisitions have in sales maximization or optirtiara

The finding further indicates that 38.3% of thep@sdents strongly agreed that mergers
and acquisitions help the two banks to combiner thaies turnover. In addition, those
respondents agreed that mergers and acquisitidpsthie two banks to combine their
sales turnover 25.5%. The study findings furthelidate that 17.0% of the respondents
moderately agreed that mergers and acquisitions thel two banks to combine their
sales turnover. Additionally, 6.4% indicates notesand strongly disagree that mergers
and acquisitions helps the two banks to combine #aes turnover. Again, the study
reveals that respondents who disagreed and moberditagreed that mergers and
acquisitions helps the two banks to combine thaliessturnover scored 4.3% and 2.1%

respectively.

Further, the findings indicate that 31.9% of thep@ndents strongly agreed that mergers
have increased the company’s sales volume. Moredkese respondents agreed and
moderately that that mergers have increased thgaoy's sales volume representing
21.3%. The study findings further indicate that%.®f the respondents moderately
disagreed and not sure that that mergers haveasetdethe company’s sales volume.
Finally, 4.3% of the respondents indicates sim#aores on strongly disagree and

disagree that that mergers have increased the corsp=ales volume.

4.2.5 Market power of the bank

The respondents were asked to rate the extent tchwhergers and acquisitions as a
growth strategy by commercial banks in Kenya andketgpower of the bank, a measure
on a seven point likert scale. The range was slyagyee (1) to moderately disagree (7).
The scores of strongly disagree and disagree vedentto represent a variable that had
an impact to a small extent (S.E) equivalent toeecgntage score of 0 to 0.05 on a
continuous likert scale; f0S.E< 5). Scores of neutral were taken to representiable
that had an impact of a moderate extent(M.E) edgitdo a percentage score of 0.06 to
0.12 on the continuous likert scale: (0BE< 0.12). The scores for both agree and

strongly agree were taken to represent a variallehwhad an impact to a large

27



extent(L.E) equivalent to a percentage score d@ €©10.99 on a continuous likert scale;
(0.1X L.E<0.99). The results were given in the table 4.3.

Table 4. 3: Market power of the bank

Where SA = Strongly Agree, A = Agree, MA = Modetgtagree, NS = Not sure,

SD = Strongly Disagree, D = Disagree and MD = Matidy Disagree.

Market power of the bank SA% A%  MA% NS% SD% D% @ MD%

Mergers and Acquisitions increased4.7 234 106 43 85 43 43
the market power of the bank’s

Mergers and Acquisitions increased2.6 319 10.6 @43 2.1 21 21

the market share of the bank’s

Mergers and Acquisitions have | 36.2 319 106 @64 @ 85 21 43
increased the geographical marke

—

power of the firm

Mergers and Acquisitions market 38.3 @ 31.9 128 @ 6.4 4.3 43 21
power of the bank’s is determined
by the by product quality after

merger

The product price after merger  51.1 @ 23.4 8.5 64 43 21 43
determines the market power of the

bank’s

The marketing strategies of the fird0.4 . 27.7 106 @ 64 43 85 2.1
after merger determines the market

power of the bank’s

Source: Research Data (2013)
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The findings from the study in table 4.3 indicatatt44.7% of the respondents strongly
agree that mergers and acquisitions increases #rkempower of the banks, 23.4%
agrees that mergers and acquisitions increasesnahest power of the banks. In addition,
and 10.6% moderately agree that mergers and atignssincreases the market power of
the banks. On whether mergers and acquisitioneases the market power of the banks
8.5% of the respondents strongly disagreed. Thaydtndings also indicate that 4.3% of
the respondents not sure, disagreed and moderdisagreed those mergers and
acquisitions increase the market power of the hanks

The findings further indicate that 42.6% of thep@sdents strongly agreed that mergers
and acquisitions increase the market share of #mk< In addition, those respondents
agreed that mergers and acquisitions increase #nketnshare of the banks representing
31.9%. The study findings further indicate that%.®f the respondents moderately
agreed that mergers and acquisitions increase #nketshare of the banks. Moreover,
2.1% rates similar results on strongly disagresagliee and moderately disagree that that
mergers and acquisitions increases the market sh#ne banks.

Further, 36.2% of the respondents strongly agréatl inergers and acquisitions have
increased the geographical market power of the.fifthe finding further indicates that
31.9% of the respondents agreed that mergers aqdisdaons have increased the
geographical market power of the firm. Also, 10.6%4he respondents moderately agree
that mergers and acquisitions have increased thgrgghical market power of the firm.
Also, 8.5%, 6.4%, 4.3% and 2.1% of the respondsnhtsngly disagreed, not sure,
moderately disagreed and disagreed that mergersaequisitions have increased the
geographical market power of the firm respectively.

The finding further indicates that 38.3% of thep@sdents strongly agreed that mergers
and acquisitions market power of the bank’s is meiteed by the by product quality after
merger. In addition, those respondents agreedribegers and acquisitions market power
of the bank’s is determined by the by product duadfter merger representing 31.9%.
The study findings further indicate that 12.8% loé tespondents moderately agreed that
mergers and acquisitions market power of the baiskdetermined by the by product
quality after merger. Additionally, 6.4% indicatest sure that mergers and acquisitions

market power of the bank’s is determined by theimduct quality after merger. Again,
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the study reveals that respondents who strongbgdéed and disagreed that mergers and
acquisitions market power of the bank’s is deteediy the by product quality after
merger scored the same results of 4.3%. Furthdido 2of the respondents rated
moderately disagree that mergers and acquisitioaskeh power of the bank’s is

determined by the by product quality after merger.

The study findings further indicate that 51.1% lué tespondents strongly agree that the
product price after merger determines the marketepoof the banks. Additionally,
23.4% indicates agree that the product price afenger determines the market power of
the banks. Again, the study reveals that resposdefio moderately agreed that the
product price after merger determines the marketepoof the banks scored 8.5%.
Further, 4.3% of the respondents rated stronglggilese and moderately disagree that the
product price after merger determines the marketep@f the banks. Moreover, 2.1% of
the respondents indicates disagree that the prqolicd after merger determines the

market power of the banks.

It is further indicated that 40.4% of the resportdestrongly agreed that the marketing
strategies of the firm after merger determine therket. Respondents agreed that the
marketing strategy of the banks after mergers ampliisitions determines the market

27.7%. 10.6% of the respondents moderately agtesdiie marketing strategies of the
firm after merger determine the market. Also, thedihgs indicates that those

respondents were not sure, strongly disagree, disaand moderately disagree that the
marketing strategies of the firm after merger datees the market scored 6.4%, 4.3%,

8.5% and 2.1% respectively.

4.2.6 Bank’s stock value

The respondents were asked to rate the extent ichwhergers and acquisitions as a
growth strategy by commercial banks in Kenya andkizastock value, measures on a
seven point likert scale. The range was stronghgeigg (1) to moderately disagree (7).
The scores of strongly disagree and disagree vadientto represent a variable that had
an impact to a small extent (S.E) equivalent toeecgntage score of 0 to 0.05 on a

continuous likert scale; f0S.E< 5). Scores of neutral were taken to representiable
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that had an impact of a moderate extent(M.E) edgido a percentage score of 0.06 to
0.12 on the continuous likert scale: (0BE< 0.12). The scores for both agree and
strongly agree were taken to represent a variallfiehwhad an impact to a large

extent(L.E) equivalent to a percentage score a3 @©10.99 on a continuous likert scale;
(0.1X L.E<0.99). The results were shown in the table 4.4.

Table 4.4: Bank’s stock value

Where SA = Strongly Agree, A = Agree, MA = Modelgtagree, NS = Not sure,
SD = Strongly Disagree, D = Disagree and MD = Matiy Disagree.

Bank’s stock value SA% A%  MA% NS% SD% D% | MD%

Mergers and Acquisitions 385 426 4.3 6.4 2.1 43 21
positively influence the banks price

of shares

The Mergers and Acquisitions 447 27.7 85 85 43 43 21
increases the share base of the

company

The Mergers and Acquisitions 46.8 27.7 12.8 4.3 4.3 21 2.1
increases the bank’s investors’

confidence

Mergers and Acquisitions helps in 78.6 = 10.6 2.1 4.3 2.1 21 21
increasing the shareholders wealth

of the bank’s merging

Source: Research Data (2013)
The findings from the study in table 4.4 indicdtatt38.5 % of the respondents strongly

agree that mergers and acquisitions positively@rite the banks price of shares. Further

42.6% agrees that mergers and acquisitions pdsitiviuence the banks price of shares.
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On whether mergers and acquisitions positivelyugtfice the banks price of shares 6.4%
of the respondents were not sure. The study firdialgo indicate that 4.3% of the
respondents strongly agreed and disagreed thatemse@nd acquisitions positively
influence the banks price of shares. Also, 2.1%ngjly disagreed and moderately

disagreed that merger and acquisitions positivdlyeénce the banks price of shares.

The finding further indicates that 44.7% of thep@sdents strongly agreed that the
mergers and acquisitions increase the share baseeotompany. In addition, those

respondents agreed that the mergers and acqussittmmease the share base of the
company representing 27.7%. The study findingshéirrtindicate that 8.5% of the

respondents moderately agreed and not sure thahéngers and acquisitions increases
the share base of the company. Moreover, 4.3% atelc strongly disagreed and
disagreed that the mergers and acquisitions inergsshare base of the company. Also,
2.1% of the respondents indicate moderately digabteat the mergers and acquisitions

increases the share base of the company

It was noted that, 46.8% of the respondents styorgreed that the mergers and
acquisitions increase the bank’s investors’ comftde The finding further indicates that
27.7% of the respondents agreed that the mergeraeguisitions increase the bank’s
investors’ confidence. Also, 12.8% of the responslenoderately agree that the mergers
and acquisitions increase the bank’s investors’fidence. In addition, 4.3% of the

respondents indicate not sure and strongly disatir@ethe mergers and acquisitions
increases the bank’s investors’ confidence. Sityil&.1% of the respondents disagreed
and moderately disagreed that the mergers and sitgns increases the bank’s

investors’ confidence.

The finding further indicates that 78.6% of thep@sdents strongly agreed that mergers
and acquisitions help in increasing the sharehsldezalth of the bank’s merging. In
addition, those respondents agreed that mergera@qsitions helps in increasing the
shareholders wealth of the bank’s merging reprasgni0.6%. The study findings
further indicates that 2.1% of the respondents maidly agreed, strongly disagree,
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disagree and moderately disagree that mergers @ndsdions helps in increasing the
shareholders wealth of the bank’s merging. Adddlbn 4.3% indicates not sure that
mergers and acquisitions helps in increasing theresiolders wealth of the bank’s

merging.

4.2.7 Acquisition impact on country’s GDP

The respondents were asked to rate the extent tchwhergers and acquisitions as a
growth strategy by commercial banks in Kenya anduesition impact of GDP, a
measure on a seven point likert scales. The ramgeswongly agreeing (1) to moderately
disagree (7). The scores of strongly disagree asagrbe were taken to represent a
variable that had an impact to a small extent (8dtjvalent to a percentage score of 0 to
0.05 on a continuous likert scale<(8.E< 5). Scores of neutral were taken to represent a
variable that had an impact of a moderate extefjMquivalent to a percentage score of
0.06 to 0.12 on the continuous likert scale: (8M@&< 0.12). The scores for both agree
and strongly agree were taken to represent a Varigbich had an impact to a large
extent(L.E) equivalent to a percentage score a3 @©10.99 on a continuous likert scale;
(0.1%X L.E< 0.99). The results were shown in the table 4.6vel

The findings from the study in table 4.1 indicatatt51.1% of the respondents strongly
agree that mergers and acquisitions are the efpecds GDP growth in the economy. In
addition, 21.3% of the respondents agree that merged acquisitions are the effects
poor GDP growth in the economy. On whether merged acquisitions are the effects
poor GDP growth in the economy 6.4% of the respotelendicated moderately agree,
and not sure. Also, the findings indicates thaséhcespondents were, strongly disagree,
disagree and moderately disagree that mergersauisdions are the effects poor GDP
growth in the economy scored 8.5%, 4.3% and 2. peadively.

The finding further indicates that 59.6% of thep@sdents strongly agreed that low GDP
growth influence companies to merge in order tocbenpetitive. In addition, those
respondents agreed that that low GDP growth inffteecompanies to merge in order to
be competitive representing 21.3%. The study figslifurther indicate that 6.4% of the
respondents moderately agreed that that low GD®thrinfluence companies to merge

in order to be competitive. Moreover, 4.3% indisastrongly agree and moderately
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disagree that that low GDP growth influence comganio merge in order to be
competitive. Also, 2.1% indicates not sure and glsa that that low GDP growth

influence companies to merge in order to be cortipeti
Table 4.5: Acquisition impact of GDP

Where SA = Strongly Agree, A = Agree, MA = Modetgtagree, NS = Not sure,
SD = Strongly Disagree, D = Disagree and MD = Matidy Disagree.

Acquisition impact of GDP SA% | A%  MA% NS% SD% D% MD%

Mergers and Acquisitions are the 51.1  21.3 6.4 64 85 43 21
effects poor GDP growth in the

economy

Low GDP growth influence 59.6 21364 2.1 4.3 21 43
companies to merge in order to be

competitive

Low GDP affects the capital 59.6 23.4 8.5 21 21 21 21

markets growth

Low GDP influences slow flow of 42.6 29.8 12.8 4.3 4.3 21 4.3

capital investment

Banks growth depends on the GDPB%6.5 15.2 8.7 43 65 65 22
growth

Source: Research Data (2013)

Further, 59.6% of the respondents strongly agréad low GDP affects the capital
markets growth. The finding further indicates tB3t4% of the respondents agreed that
low GDP affects the capital markets growth. Als&% of the respondents moderately
agree that low GDP affects the capital markets grodiso, 2.1% of the respondents not
sure, strongly disagreed, disagree and moderaiegibed that low GDP affects the

capital markets growth.
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The finding further indicates that 42.6% of thep@sdents strongly agreed that low GDP
influences slow flow of capital investment. In aitzh, those respondents agreed that low
GDP influences slow flow of capital investment 28.8The study findings further
indicate that 12.8% of the respondents moderaigigea that low GDP influences slow
flow of capital investment. Additionally, 4.3% irmgdites not sure, strongly disagree and
moderately disagree that low GDP influences slawfof capital investment. Again, the
study reveals that respondents who disagreed twatGDP influences slow flow of
capital investment scored 2.1%.

Further, the findings indicate that 56.5% of thependents strongly agreed that banks
growth depends on the GDP growth. Moreover, thespandents agreed that banks
growth depends on the GDP growth representing 15P8%¢ study findings further
indicate that 8.7% of the respondents moderatetgeajthat banks growth depends on
the GDP growth. Additionally, 4.3% indicates notesthat banks growth depends on the
GDP growth. Also, the findings indicates that thosgpondents who strongly disagreed
and disagreed and scored same results of 6.5%anés growth depends on the GDP
growth. Finally, 2.2% of the respondents indicatexlerately disagree that banks growth
depends on the GDP growth.

4.3 Variables code
Table 4.6 states the items of each variable argintplified code to know which item is
which, in table 4.7 that will show the mean, stmdddeviation and the variance of each

item in the questionnaire is presented.
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Table 4.6 Variables code

Variable Response Code
Profitability Mergers and Acquisitions have help in increasinghef P1

banks profit as compared to before merger.

Mergers have increased the profit after 1 year P

Mergers help in expanding the bank’s profitabilitgdex P2

Mergers have increased the company’s bank’s bédare  P3

Mergers have increased the company’s bank’s after t P4
Growth of Before merging and acquisition the sales turnoverew  G1
sales low

Mergers and Acquisitions helps in increasing oésal G2

Mergers and Acquisitions have in sales maximizaton  G3

optimization

Mergers and Acquisitions helps the two banks | to G4

combine their sales turnover

Mergers have increased the company’s sales volume 5
Market power | Mergers and Acquisitions increases the market pover M1
of the bank the bank’s

Mergers and Acquisitions increases the market sbfanre M2

the bank’s

Mergers and Acquisitions have increased the M3

geographical market power of the firm

Mergers and Acquisitions market power of the bamk’'s M4

determined by the by product quality after merger

The product price after merger determines the ntarke M5

power of the bank’s

The marketing strategies of the firm after merger M6

determines the market power of the bank’s
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Bank's stock | Mergers and Acquisitions positively influence the Bl

value bank’s price of shares

The Mergers and Acquisitions increases the shase pa B2

of the company

The Mergers and Acquisitions increases the bank’'s B3

investors’ confidence

Mergers and Acquisitions helps in increasing the B4

shareholders wealth of the bank’s merging

Acquisition Mergers and Acquisitions are the effects poor GDP Al
impact of growth in the economy
GDP Low GDP growth influence companies to merge |in A2

order to be competitive

Low GDP affects the capital markets growth A3
Low GDP influences slow flow of capital investment A4
Banks growth depends on the GDP growth A5

Source: Research Data (2013)

4.4 Mean, standard deviation and variance

The respondents were asked to rate the extent iithwhriables of profitability, growth
of sales, market power of the bank, bank’s stodkevand acquisition impact of GDP
measure on a seven point likert scale. The rangestrangly agree (1) to moderately
disagree (7). The scores of strongly disagree asalgcee were taken to represent a
variable that had an impact to a small extent (8dtiivalent to a mean score of 0 to 1.0
on a continuous likert scale;<{(.E< 1.0). Scores of neutral were taken to represent a
variable that had an impact of a moderate exte{Mquivalent to a mean score of 1.1
to 1.9 on the continuous likert scale: IMLE< 1.9). The scores for both agree and
strongly agree were taken to represent a variablehwhad an impact to a large
extent(L.E) equivalent to a mean score of 2.1 dh a continuous likert scale; (2.1
L.E< 3.0). A standard deviation of 1.5 implies a sigaint difference on the impact of

the variable among respondents.
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Table 4.7: Mean, standard deviation and variance

Variable Code Mean Std. Error Std. Variance | Kurtosis
of Mean Deviation
Profitability P1 2.06 21593 1.48 2.191 2.260
P1 2.49 .25605 1.76 3.081 3.689
P2 2.74 27620 1.89 3.586 2.044
P3 2.40 .25202 1.73 2.985 2.482
P4 2.45 .24485 1.68 2.818 2.044
Growth  of Gl 2.21 .19460 1.33 1.780 3.496
sales G2 2.32 .23969 1.64 2.700 3.761
G3 2.34 24384 1.67 2.795 0.375
G4 2.38 .23074 1.58 2.502 3.850
G5 2.79 .27363 1.88 3.519 3.167
Market M1 2.38 .25907 1.78 3.154 2.603
power of the M2 2.13 .20988 1.44 2.070 2.554
bank M3 2.43 24283 1.66 2.772 2.000
M4 2.28 22289 1.53 2.335 2.647
M5 2.13 .23875 1.63 2.679 0.199
M6 2.40 .25018 1.72 2.942 3.515
Bank’s stock Bl 2.13 .21207 1.45 2.114 2.161
value B2 2.21 .22950 1.57 2.475 3.423
B3 2.06 .20941 1.44 2.061 2.877
B4 1.60 .20097 1.38 1.898 2.685
Acquisition Al 2.21 .24509 1.68 2.823 3.715
impact of A2 1.94 23442 1.61 2.583 3.505
GDP A3 1.79 .19696 1.35 1.823 2.759
A4 2.21 23151 1.59 2.519 2.426
A5 2.17 .25689 1.74 3.036 3.785

Source: Research Data (2013)
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From the Table 4.7, the mean score (M=2.06, 2.4B4,22.40, 2.45) for profitability

indicates that subjects showed profitability to the dimension which provided the
highest influence to mergers and acquisition. Ttamdard deviation (SD=1.48, 1.76,
1.89, 1.73, 1.68) shows that moderate variatiothénresponses that were obtained with

respect to integrity.

For the growth of sales, the mean score (M=2.232,22.34, 2.38, 2.79) indicated that
respondents showed growth of sales to be anotfleemnting to factor to mergers and
acquisition. The standard deviation (SD=1.33, 15667, 1.58, and 1.88) indicates that

there was similarity in the responses obtained.

In terms of market power of the bank, the meanes¢ht=2.38, 2.13, 2.43, 2.28, 2.13,
2.40) reveals that respondents rated market poweheo bank to be another factor
influencing mergers and acquisition. In additidre standard deviation (SD = 1.78, 1.44,
1.66, 1.53, 1.63, 1.72) indicates that there weoslerate variations in the responses

obtained on this dimension.

The mean score (M=2.13, 2.21, 2.06, 1.60) for baskdck value indicates that subjects
showed it to be one of the dimensions which pravideother influence to mergers and
acquisition. The standard deviation (SD=1.45, 11544, 1.38) shows that the responses

did not differ substantially with respect to ban&tsck value.

For the acquisition impact of GDP, the mean scte? 21, 1.94, 1.79, 2.21, 2.17)
indicates that respondents showed acquisition impdcGDP to be another most
influencing factor to me rgers and acquisition. ther, the standard deviation
(SD=1.68, 1.61, 1.35, 1.59, 1.74) indicates tha&rdhwas a strong variation in the

responses obtained.

4.5 Normal Distribution of the variables

The study looked at the skewed and kurtosis of @éaohas can be seen in Table 4.7. The
skewed value provides an indication of the symmefryhe distribution whereas the
kurtosis provides information about the peak ofdistribution. Items complied with the
skewed and kurtosis level, by having values belam@ 3, indicating that they within the

normality curve. However some of the items arewith the normal distribution.
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4.6 Reliability Analysis

Cronbach’s Alpha is viewed as an index of religpilassociated with the variation
accounted for by the true score of the underlyimgstruct (Cronbach, 2004). It is argued
that Alpha coefficients range in value from O tcadd may be used to describe the
reliability of factors extracted from dichotomousda or multi-point formatted
guestionnaires or scales. However, there is norldivé to the coefficient, however, the
closer Cronbach’s coefficient alpha is to 1, theager the internal consistency of the
items of the scale. The reliability of this instrem is established with the assistance of
the SPSS programme in conjunction with CronbacHficeent-alpha. The calculated
coefficient-alpha is 0.627, which implies a stropgsitive item-homogeneity in this
measuring instrument. This denotes as an indicatioest reliability.

Table 4.8: Reliability Statistics

Cronbach's Alpha Based o
Cronbach's Alpha Standardized Items No. of Items

.627 123 33

Table 4.9 indicates that a Cronbach coefficienhkalpf 62.7% revealed that the data can

be relied upon.

4.7 Discussion

The results indicate that majority of the responslemere middle level management
representing 36% and top management and supervigpresenting the same results
32%. Also, the results of the study findings shalaat one of the major reasons for the
bank to adopt mergers and acquisitions as a syrdbeggrowth is that of wider market
coverage representing 38% and gain competitivaradge representing 36%.

The finding confirmed that 51.1% of the respondesitengly agree that mergers and
acquisitions help in increasing of the banks prafitcompared to before merger. The
finding further indicates that 34.0% of the respemid strongly agreed that mergers have
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increased the profit after one year. In addititwe, finding further indicates that 38.3% of

the respondents agreed that mergers help in expgtite bank’s profitability index.

The finding further indicates that 38.3% of thep@sdents strongly agreed that mergers
have increased the banks before tax. Furtherfitléngs indicate that 36.2% of the
respondents strongly agreed that mergers haveasedethe banks after tax. Moreover,
those respondents agreed that mergers have indrdasebanks after tax representing
29.8%.

Responses on sales indicate that 31.9% of the mdspts strongly agree that before
merging and acquisition the sales turnover were, |@®.4% agrees and 14.9%
moderately agree. The finding further indicates #&4% of the respondents strongly
agreed that mergers and acquisitions help in isgrgaof sales. In addition, those
respondents agreed that mergers and acquisitidpsrhacreasing of sales 27.7%. The
study findings further indicate that 14.9% of thespondents moderately agreed that
mergers and acquisitions help in increasing ofssaléoreover, 6.4% indicates not sure
that mergers and acquisitions helps in increasfreples. Further, 4.3% reveals that that
respondent who disagreed and moderately disagheg¢drtergers and acquisitions helps
in increasing of sales. Further, 47.7% of the raedpats strongly agreed that mergers and
acquisitions have in sales maximization or optiia The finding further indicates
that 23.4% of the respondents agreed that mergads agquisitions have in sales
maximization or optimization. The finding furthendicates that 38.3% of the
respondents strongly agreed that mergers and #@oopsshelp the two banks to combine
their sales turnover. In addition, those resporslagteed that mergers and acquisitions
help the two banks to combine their sales turn@eb%. The study findings further
indicate that 17.0% of the respondents moderatgigeal that mergers and acquisitions
help the two banks to combine their sales turnoierther, the finding indicates that
31.9% of the respondents strongly agreed that mendgave increased the company’s
sales volume. Moreover, those respondents agreedaderately that that mergers have

increased the company’s sales volume representir3§y®

The study also aimed to establish the relationblefpveen mergers and acquisitions in

commercial banks in Kenya and market power. Thdirfigs from the study indicates that
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44.7% of the respondents strongly agree that merged acquisitions increases the
market power of the banks, 23.4% agrees that merged acquisitions increases the
market power of the banks. In addition, and 10.6%denately agree that mergers and
acquisitions increases the market power of the ©anke finding further indicates that
42.6% of the respondents strongly agreed that merged acquisitions increase the
market share of the banks. In addition, those mdpas agreed that mergers and
acquisitions increase the market share of the basgkesenting 31.9%. Further, 36.2% of
the respondents strongly agreed that mergers angdisa#ons have increased the
geographical market power of the firm. The findingher indicates that 31.9% of the
respondents agreed that mergers and acquisitimesihereased the geographical market
power of the firm. Also, 10.6% of the respondentsderately agree that mergers and
acquisitions have increased the geographical mas&eter of the firm. The finding
further indicates that 38.3% of the respondentengly agreed that mergers and
acquisitions market power of banks is determinethyservice and product quality after
mergers and acquisitions. In addition, those redpots agreed that mergers and
acquisitions market power of the bank’s is deteadifby the by product quality after
merger representing 31.9%. The study findings @urtindicate that 12.8% of the
respondents moderately agreed that mergers andsaiogs market power of the bank’s
is determined by the by product quality after merdée study findings further indicate
that 51.1% of the respondents strongly agree that groduct price after merger
determines the market power of the banks. Additlgna3.4% indicates agree that the
product price after merger determines the marketepoof the banks. 40.4% of the
respondents strongly agreed that the marketingegies of the firm after merger
determine the market. 27.7% of the respondentsddteat the market share is affected
after by mergers and acquisitions in banks. Thdystimdings further indicate that 10.6%
of the respondents moderately agreed that the iiagkstrategies of the banks after

mergers determine the market.

On the relationship between gross domestic gro@tbR) and the use of mergers and
acquisitions in commercial banks the findings frima study indicate that 51.1% of the
respondents strongly agree that mergers and atquossiare the effects of poor GDP

growth in the economy. In addition, 21.3% of thependents agree that mergers and
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acquisitions are the effects of poor GDP growththiea economy. The finding further
indicates that 59.6% of the respondents strongigeatjthat low GDP growth influence
companies to merge in order to be competitive diiteon, those respondents agreed that
that low GDP growth influence companies to mergeonder to be competitive
representing 21.3%. The study findings further ¢até that 6.4% of the respondents
moderately agreed that that low GDP growth infleecompanies to merge in order to be
competitive. Further, 59.6% of the respondentsnglisoagreed that low GDP affects the
capital markets growth. The finding further indes that 23.4% of the respondents
agreed that low GDP affects the capital marketsvtiroThe finding further indicates that
42.6% of the respondents strongly agreed that I® G fluences slow flow of capital
investment. In addition, those respondents agreadléw GDP influences slow flow of
capital investment 29.8%. Further, the finding aades that 56.5% of the respondents
strongly agreed that banks growth depends on thé> @bwth. Moreover, those
respondents agreed that banks growth depends d@DRegrowth representing 15.2%.
The study findings further indicate that 8.7% o ttespondents moderately agreed that
banks growth depends on the GDP growth.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND
RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of key datar@gji conclusions drawn from the
findings and recommendations that were made. Thelgsions and Recommendations
drawn were aimed at addressing research objectivenwvestigating mergers and
acquisition as a growth strategy of commercial lsankkenya.

5.2 Summary of Findings

The objectives of this study were to find out usenergers and acquisition as a tool for

strategic growth in banks. The findings revealeat thll the variables that were under

study affected the mergers and acquisition of baiskgrowth strategy. It can be seen that
profitability greatly influences the adoption of rgers and acquisition as a strategic tool
in commercial banks. Another variable is that afvgth of sales where the research was
able to reveal that this is a major reason for cencial banks adopting mergers and

acquisitions as growth strategies. Market powethef bank is another growth strategy

that influences mergers and acquisition. In addjttbe bank’s stock value indicates that

it influences the banks to adopt mergers and aitiuis as a way of achieving growth.

The study was able to show that mergers and atiqusihave a positive effect on the

independent variables. Mergers and Acquisitionsevusied as a tool for strategic growth
by commercial banks in Kenya has been able toenfle the variables that were being
measured. The major reason for employing mergeds aguisitions by commercial

banks in Kenya has been to bring strengths ofrthelved entities to be stronger as one.
One plus one equals two is the popular reason wérgens and acquisitions are used and
the research was able to show that the arithmdticup. Two merged entities are better

than two competing entities.

5.3 Conclusions
One of the objectives of this study was to find dutanks use the mergers a. A good
number of banks have adopted mergers and acquisitice the year 2000. The findings

indicated that profitability is main factor thatrd& adopt mergers and acquisition. It
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further revealed that most of the banks that hamptdl mergers and acquisition had
registered a higher profit before and after taxal$b it can also be deduced that majority
of the banks indicated that mergers and acquisihefp in expanding the bank’s

profitability index

The study aimed to establish if mergers and adiprishelp in the growth of sales of the
commercial banks that have adopted mergers andsétampus as a strategy for growth.
The study revealed that majority of the banks afterger and acquisition recorded high
sales as compared to the low sales before mergihgther revealed that majority of the
banks that have adopted merger and acquisition rawtly strategies have sales
maximization or optimization. It further revealecrgers and acquisitions helps the two

banks to combine their sales turnover and increth®esompany’s sales volume.

The third objective was to establish if mergers aoguisition as growth strategy help in
market power of the bank. According to the findingeergers and Acquisitions increases
the market power of the banks. In addition, merges acquisition increases the market
share of the banks. Moreover, mergers and acauisithave increased the geographical
market power of the firm. Additionally, mergers aadquisitions market power of the
bank’s is determined by the by product quality rafteerger, the product price after
merger determines the market power of the bankdsthe marketing strategies of the

firm after merger determines the market power efliank’s

It's been assumed that mergers and acquisitionrestly strategy have an effect in
bank’s stock value. The study aimed to establisreffect of mergers and acquisitions on
bank’s stock value. The study revealed that mergedsacquisitions positively influence
the banks price of shares. It further revealed thajority of the banks increased their
share base of the company, bank’s investors’ centid and the shareholders wealth of

the bank’s merging.

The last objective was to establish if mergers aogliisition as growth strategy help in
acquisition impact of GDP. The study revealed tim&rgers and acquisitions are the

effects poor GDP growth in the economy, low GDPwgloinfluence companies to
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merge in order to be competitive, low GDP affebis tapital markets growth, low GDP

influences slow flow of capital investment and bagkowth depends on the GDP.

The study concludes that management in commereaakd believe that mergers and
acquisitions are a great strategic tool that shbeldised when commercial banks seek to
have improved profits, increased sales, share vahge market power. The study also
concludes that the rate of mergers and acquisitltass an influence on growth on
country’s GDP growth through the bringing togetbéresources to achieve a common

goal.

5.4 Recommendations

Several recommendations were made based on thgdorgs. One is that banks need to
adopt mergers and acquisition which will maximiae shareholders wealth. Merger and
acquisition is a strategic tool that must be causlip applied and implemented. The

maturation period of the merger must be allowedhst the banks can enhance growth
and contribute to the growth of the economy. Meaged acquisitions are supposed to be
consummated when organisations want to leveragimeienefit of synergy and not a

strategy to escape liquidation or meet statutoguirements to still continue to exist even

with toxic assets.
5.5 Limitations of the Study

The major limitation for the study is that the sdengize is scattered across Nairobi thus
the collection of data was complicated due unalsdity of the respondents as and when
the researcher needed to administer the intervmwgresent the questionnaires. This

made the research last longer than it needed to.

The study was also reliant on primary data withstjoenaires and interviews being the
primary source of data. The limitations here ig tha responses received are subject to
emotional factors on the respondents part andlgesuto different interpretations on the

guestions received.
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5.6 Suggestions for Further Studies

The findings of this study have revealed that mesrgad acquisition are good strategies
for growth. Future research may seek to gain insighthe following suggested areas:

a) Mergers and acquisition as growth strategy duriegopls of slowed economic

activity.

b) Reasons why Mergers and Acquisitions adoption inyids slow compared to

developed countries.

c) Mergers and Acquisitions as a strategic tool inrafinance firms in Kenya.
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APPENDICES

APPENDIX I: QUESTIONNAIRE

| am carrying out a research on the impact of mergad acquisition as to for strategic
growth in Kenya. Therefore, | am requesting that y@ spare sometime and provide the
information so desired. This information will orbg used for academic purpose only and
the questionnaires will be destroyed after anatyte data.
Instructions

+ Tick where applicable in the box or write your respe in the space provided.

+«+ Do not write your name on this paper
Section A: Background information

1. Indicate you professional/role sta{$ck the box where applicable)

Top managemen{” ]  Middle level manager] | Supervisor{ ]

2. What are the reasons for the bank to adopt meayetsacquisitions as a strategy

for growth?

Section B: Mergers and Acquisition as strategic tde for growth of banks

Instruction: Please indicate the degree of youeagent or disagreement with each

statement by marking (X) in the box provided belew:

1 2 3 4 5 6 7

Strongly | Agree Moderately| Not Strongly | Disagree | Moderately

Agree agree sure disagree disagree

Section A- Profitability 112 |3 |4 |5]6

Mergers and Acquisitions have help in increasing

of the banks profit as compared to before merger.

Mergers have increased the profit after 1 year

Mergers help in expanding the bank’s
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profitability index

Mergers have increased the company’s ba

before tax

nk's

Mergers have increased the company’s ba

after tax

nk's

Section B - Growth of sales 1
Before merging and acquisition the sales turnover
were low

Mergers and Acquisitions helps in increasing| of
sales

Mergers and Acquisitions have in sales
maximization or optimization

Mergers and Acquisitions helps the two banks to
combine their sales turnover

Mergers have increased the company's sgles
volume

Section C- Market power of the bank 1
Mergers and Acquisitions increases the market
power of the bank’s

Mergers and Acquisitions increases the market
share of the bank’s

Mergers and Acquisitions have increased [the
geographical market power of the firm

Mergers and Acquisitions market power of the

bank’s is determined by the by product quality

after merger

The product price after merger determines

the

market power of the bank’s
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The marketing strategies of the firm after merger

determines the market power of the bank’s

Section D — Bank’s stock value 1

Mergers and Acquisitions positively influence the
bank’s price of shares

The Mergers and Acquisitions increases the share

base of the company

The Mergers and Acquisitions increases |the

bank’s investors’ confidence

Mergers and Acquisitions helps in increasing the

shareholders wealth of the bank’s merging

Section E — Acquisition impact of GDP 1

Mergers and Acquisitions are the effects ppor

GDP growth in the economy

Low GDP growth influence companies to merge

in order to be competitive

Low GDP affects the capital markets growth

Low GDP influences slow flow of capita
investment

Banks growth depends on the GDP growth
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APPENDIX II: BUDGET

Tasks Costs (Kshs)
Cost of computer time 1000
Printing, photocopying and binding 3500
Travelling expenses 500
Total 5000

APPENDIX Ill: TIME SCHEDULE
Activity Date Month(s) Year
Identify the problem| 18- June 2013
Develop a topic 19-22" July 2013
Introduction 2% _ od" July 2013
Literature review B _og5h July 2013
Research design anduly July 2013
methodology
Preparations fof 11" — 18" July 2013
presentation
Presentation 6 August 2013
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APPENDIX IV: LIST OF BANKS

Institution Merged with Current Name Date approved
All 9 Financial

9 Financial Institutions Merged Consolidated Bank

Institutions together of Kenya Ltd 01 January 1989

Indosuez Credit Agricole 10 November

Merchant Financg Banque Indosuez Indosuez 1994

Transnational

Transnational Bank

28 November

Finance Ltd. Transnational Bank Ltd. | Ltd. 1994
Ken Baroda Bank of Baroda (K) [ 02 December
Finance Ltd. Bank of Baroda (K) Ltd. | Ltd. 1994

First American

Finance Ltd.

First American Bank Ltd.

First American Bank
(K) Ltd.

05 September
1995

Bank of India

Bank of India Finance
Ltd.

Bank of India
(Africa) Ltd.

15 November
1995

Stanbic Bank (K)

Stanbic Bank Keny3g

Ltd. Stanbic Finance (K) Ltd. | Ltd. 05 January 1996
Mercantile

Finance Ltd. Ambank Ltd. Ambank Ltd. 15 January 1996
Delphis Finance

Ltd. Delphis Bank Ltd. Delphis Bank Ltd. | 17 January 1996

CBA Financial Commercial Bank of Commercial Bank of
Services Africa Itd Africa Itd 26 January 1996
Trust Finance Ltd] Trust Bank (K) Ltd. Trust Bank (K) Ltd. | 07 January 1997

National
Industrial Credit
Bank Ltd.

African Mercantile

Banking Corp.

NIC Bank Ltd.

14 June 1997

Giro Bank Ltd.

Commerce Bank Ltd.

Giro Commercial
Bank Ltd.

24 November
1998
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Guardian Bank
Ltd.

First National Finance
Bank Ltd.

Guardian Bank Ltd.

24 November
1998

Diamond Trust

Premier Savings &

Diamond Trust Bank

12 February

Bank (K) Ltd. Finance Ltd. (K) Ltd. 1999
National Bank of | Kenya National Capital | National Bank of

Kenya Ltd. Corp. Kenya Ltd. 24 May 1999
Standard

Chartered Bank | Standard Chartered Standard Chartered| 17 November
(K) Ltd. Financial Services Bank (K) Ltd. 1999
Barclays Bank of | Barclays Merchant Barclays Bank of 22 November
Kenya Ltd. Finance Ltd. Kenya Ltd. 1999

Habib A.G. Habib Bank A.G. 30 November
Zurich Habib Africa Bank Ltd. | Zurich 1999

Guilders Inter.

03 December

Bank Ltd. Guardian Bank Ltd. Guardian Bank Ltd. | 1999

Universal Bank Paramount Universg

Ltd. Paramount Bank Ltd. Bank 11 January 2000
Mashreq Bank

Ltd. Dubai Kenya Ltd. Dubai Bank Ltd. 01 April 2000

Kenya

Commercial Bank

Kenya Commercial

Finance Co.

Kenya Commercial
Bank Ltd.

21 March 2001

Citibank NA

ABN Amro Bank Ltd.

Citibank NA

16 October 2001

Bullion Bank Ltd.

Southern Credit Banking
Corp. Ltd.

Southern Credit
Banking Corp. Ltd.

07 December
2001

Co-operative
Merchant Bank Itd

Co-operative Bank Itd

Co-operative Bank
of Kenya Itd

28 May 2002

Biashara Bank
Ltd.

Investment & Mortgage
Bank Ltd.

Investment &

Mortgage Bank Ltd.

01 December
2002

Credit Agricole
Indosuez (K) Ltd.

Bank of Africa Kenya
Ltd.

Bank of Africa Bank
Ltd.

30 April 2004
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First American
Bank Itd

Commercial Bank of
Africa Itd

Commercial Bank of
Africa Itd

01 July 2005

East African

Building Society

Akiba Bank Itd

EABS Bank Itd

31 October 2005

Prime Capital &

Credit Ltd. Prime Bank Ltd. Prime Bank Ltd. 01 January 2008
CFC Stanbic Bank

CFC Bank Ltd. Stanbic Bank Ltd. Ltd. 08 June 2008

EABS Bank Ltd. | Ecobank Kenya Ltd. Ecobank Bank Ltd. | 16 June 2008

Savings and Loan

Kenya Commercial Bank

Kenya Commercial

01 February

(K) Limited Limited Bank Limited 2010

City Finance Bank Jamii Bora Bank 11 February
Ltd. Jamii Bora Kenya Ltd. Ltd. 2010
Equatorial Equatorial

Commercial Bank| Southern Credit Banking| Commercial Bank

Ltd Corporation Ltd Ltd 01 June 2010

Source: Central Bank of Kenya (2013)
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APPENDIX IV: INTRODUCTION LETTER

UNIVERSI:I:Y OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME

Telephone: 020-2059162 P.O. Box 30197
Telegrams: “Varsity”, Nairobi Nairobi, Kenya
Telex: 22095 Varsity

DATE. 27 99 f2212

TO WHOM IT MAY CONCERN

Registration No...»&: /€229 2200

is a bona fide continuing student in the Master of Business Administration (MBA) degree
program in this University.

He/she is required to submit as part of his/her coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms in Kenya. We would, therefore, appreciate your assistance to
enable him/her collect data in your organization.

The results of the report will be used solely for academic purposes and a copy of the same -
will be availed te the interviewed organizations on request.

Thank you.

PATRICK NYABUTO
MBA ADMINISTRATOR
SCHOOL OF BUSINESS
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