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ABSTRACT 

The purpose of the study was to assess the relationship between horizontal integration 

strategies on performance of commercial banks in Kenya, with a specific focus on Stanbic 

Holdings Plc. The study objectives were to identify the horizontal integration strategies 

adopted, establish the measures of organizational performance used and to assess the 

relationship between horizontal integration strategy and organizational performance. 

Resource dependency theory, theory of efficiency, and performance theory led the research. 

The study used descriptive research and the target population consisted of 142 employees 

at Stanbic Holdings Plc's Nairobi headquarters. Primary data for this study was collected 

through a questionnaire using a census survey. The Statistical Package for Social Sciences 

(SPSS) version 22 was used to analyze data into descriptive and inferential statistics. 

Descriptive statistics helped in presenting results in the form of frequencies and 

percentages, while inferential statistics in the form of Pearson correlation was applied 

assess the relationship between horizontal integration strategies and performance.  Findings 

indicated that Stanbic Holdings Plc used horizontal integration techniques including 

mergers, acquisitions, and hostile takeovers. The study also found that customer 

satisfaction, market share, and revenue growth were used as measures of performance. It 

was also found that there was a positive significant relationship between horizontal 

integration strategies and performance. It was recommended that financial institutions need 

to continually adopt horizontal integration strategies and establish strong measures of 

benchmarking that evaluate effectiveness of horizontal integration strategies adopted on 

performance. The study concluded that adoption of horizontal integration strategies 

enhanced performance in terms of customer satisfaction, revenue creation and increased 

market share.  
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND TO THE STUDY 

  Introduction 

It has been proven that horizontal integration promotes market synergy. Prior to 

consolidation, the output of the developing organization is always greater than the sum of 

individual outcomes (Onotu &Yahaya, 2016).  To improve their overall efficiency, 

businesses are employing a number of approaches. Horizontal integration is one such 

approach (Blackwell, 2018). Horizontal integration refers to when a corporation decides to 

employ mergers, acquisitions, and other forms of takeovers to strengthen its market 

position (Ismail & Wahab, 2018).  

Improving organizational performance through horizontal integration is generally seen as 

a good management strategy that leads to cost savings and improved shareholder value 

(Loukianova, Nikulin, & Vedernikov, 2017). Further, horizontal integration is used to 

increase market share, diversify into a similar product or service category, establish 

synergy, extend upwards or downwards the supply chain, receive advanced expertise for 

new product growth and risk diversification (Bratton & Gold, 2014). The study's 

background, problem statement, objectives, research questions, significance, assumptions, 

scope, definition of key words, limitation, and delimitations are all covered in this chapter. 

 Background to the Study 

Horizontal integration strategy is commonly utilized by businesses to develop appealing 

business strategies to strengthen and maintain their competitive position in a global market 

(Ismail & Wahab, 2018). The approach helps to improve capabilities and operational 

efficiency, as well as grow into new markets and embrace new technology. It is worth 
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noting that how well management handles the firms that integrate with them determines 

whether a horizontal integration plan succeeds or fails (Ismail & Wahab, 2018).  

Masud (2015) observed that when a business competes in a rising market, a horizontal 

integration method is a successful strategy when rivals lack capabilities or knowledge that 

the company already has. Total synergies from horizontal integration strategy in the United 

States comprises two components, namely, operational synergies resulting from improved 

cash flow related to activities and financial synergies resulting from increased interest tax 

shield, hence improving organization efficiency (Greve & Zhang, 2017). 

Onotu and Yahaya (2016) discovered that horizontal integration strategy in the banking 

sector is a continual process in Nigeria, as the business undergoes various transitions 

because of globalization, which has influenced bank performance both positively and 

negatively. According to Ismail and Wahab (2018), horizontal integration has been a 

popular strategy in South Africa for a number of years as a means of generating 

development and strategic competitive advantage. The reasons stated are that horizontal 

integration strategy-based development produces a collection of assets that are difficult to 

integrate to achieve economies of scale and the kind of acquired assets generally results in 

sub-optimal pre-merger asset performance. 

According to Ngaru (2016), effective integration should result in improved performance. 

Businesses can only attain such large profits, great returns on investment, high market 

share, and competitive prices if they generate such high profits, good returns on investment, 

and high market share (Buchanan, 2014). As a result, revenue, profit, growth, and market 

share are used to determine the success of a business (Johnson, 2016). It is used to make 

modifications to achieve goals more quickly and efficiently. The horizontal strategy and 

sub strategies are appropriately implemented, and the performance targets are reached 

(Porter & Kramer, 2019). 
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Horizontal Integration Strategy 

In order to improve its competitive position, a firm may purchase, combine, or take over 

another company in the same corporate value chain (Rothaermel, 2016). It is a type of 

strategy that may aid businesses in achieving economies of scale, gaining market share, 

differentiating their products, and expanding into new markets (Evens & Donders, 2016). 

Horizontal integration is a strategy for growing a business, improving product 

differentiation, achieving economies of scale, reducing competition, and gaining access to 

new markets (Waldman & Jensen, 2016). When a company competes in a rising market, 

horizontal integration is a successful tactic due to the competitor's lack of competencies 

and skills (Haag & Simon, 2019). Horizontal integration is expected to benefit the 

participating businesses through economies of scale, greater product diversification, and 

competitive repositioning (Evens & Donders, 2016; Pawlak, Koodziejczak, & Xie, 2019).  

This strategy's efficacy is measured by its capacity to create synergy, diversity, and 

collaboration. Firms that enter horizontal integration through joint value addition produce 

synergy, which is the additional value they create. According to Hitt, Shimizu, Vaidyanath, 

and Pisano (2001), synergy is categorized into three types, that is, operational, financial, 

and management synergy. The present value of potential gains resulting from the horizontal 

integration approach is referred to as financial synergy. Synergy that is operational, refers 

to the potential of two businesses operating together to generate more value than two 

companies working separately. Synergy or management synergy, happens when 

policymakers are able to integrate two businesses to provide a strategic advantage, resulting 

in increased profit. Diversification is a risk-mitigation technique in which a company makes 

a variety of investments within a portfolio (Masud, 2015). Firms might profit from the 

horizontally integrated diversification effect by minimizing the variation in operations. 
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Mergers, acquisitions, joint ventures, and aggressive takeovers are all examples of 

horizontal integration strategies (Kumar & Sharma, 2019). Mergers are described as the 

joining of two or more firms' assets and liabilities to establish a new company with a single 

name and legal entity (Cannesson & Mahajan, 2018). According to Evens and Donders 

(2016), an acquisition occurs when one corporation, referred to as the acquirer or predator, 

buys another company, referred to as the target business. The purchasing firm keeps its 

name and brand while acquiring all of the assets and liabilities of the acquired firm, 

effectively putting the acquired firm out of business (Haag & Simon, 2019). A joint venture 

is when two or more firms pool their resources to gain a tactical or strategic market 

advantage, whereas a hostile takeover occurs when one company takes out the other 

without the original management's consent. However, if the target organization's 

management cooperates, the takeover is considered amicable (Bebenroth, 2015). The three 

horizontal integration techniques (mergers, acquisitions, and hostile takeover) will be the 

focus of this research since they provide significant synergy and risk diversification 

advantages (Kumar & Sharma 2019; Morton, 2016; Zhou, 2017). 

Performance of Commercial Banks 

The level of achievement of an organization's work mission is measured by the output of 

work, intangible assets, service quality, and client relationship (Cascio, 2014). 

Furthermore, the performance of organization describes its ability to effectively realize 

defined goals using the available physical and human capital (Englund & Graham, 2019). 

Non-financial and financial performance measures are the two most common forms of 

performance indicators. Efficiency, consistency, quality, and productivity are examples of 

non-financial performance metrics, while customer growth and market share growth are 

examples of financial performance measurements (Ittner, Larcker, & Randall, 2013). 
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Financial output refers to a company's ability to efficiently use its assets in its primary 

function of conducting business and generating revenue (Kajirwa, 2015). 

According to the definition, the amount of achievement of an organization's work mission 

is measured by the output of work, intangible assets, service quality, and client relationship. 

Because customer happiness, market share, and revenue growth are the most important 

components of a commercial bank's performance, they will be used in this study (Coad, 

Segarra & Teruel, 2016; Kajirwa, 2015; Richard, 2017). When coupled with horizontal 

integration techniques, the three indicators give a more comprehensive perspective of 

commercial bank performance (Kajirwa, 2015; Lee & Yang, 2017; Richard, 2017). The 

number of happy customers or the percentage of total customers is used to calculate 

customer satisfaction and who report having had a positive involvement with a business, 

its services, or products (ratings) that surpasses predetermined fulfilment goals (Hill & 

Brierley, 2017).  

Market share refers to an organization’s revenue in relation to the sales of the entire industry 

over a period of time (Bingilar, Etale, & Ifurueze, 2016). Revenue growth refers to an 

organization’s rise in revenue for a fixed period of time, which may be attributed to an 

increase in service costs, the sale of additional goods, or both (Coad, Segarra, & Teruel, 

2016). When an organization utilizes both monetary and non-monetary performance 

metrics, it provides a clearer picture of the overall performance of the company (Kajirwa, 

2015); Lee & Yang, 2017); Richard, 2017). As a result, this study's performance metrics 

included customer satisfaction, market share and revenue growth. 

  

Daystar University Repository

Library Archives Copy



6 

 

Effect of Horizontal Integration Strategy on Performance of Commercial Banks 

Haag and Simon (2019);  Ngaru (2016); Kim, Wagman, and Wickelgren are just a few of 

the scholars that have studied the effects of horizontal integration on organizational 

performance (2019). As a risk management approach, a horizontal integration plan 

improves a company's performance by improving product quality and diversifying the 

company's portfolio (Ngaru, 2016). Companies must create horizontal integration strategies 

in order to penetrate new geographical markets (Faith & Agwu, 2018). According to Mishra 

(2010), the synergy effect is the driving force behind every horizontal integration approach. 

Most businesses assume that by combining or purchasing another business, their success 

would be higher than if they operated as a single entity. The fact that shareholder capital 

will be efficiently maximized contributes to this (Haag & Simon, 2019). 

According to Hoffmann, Lavie, Reuer, and Shipilov (2018), horizontal integration 

strategies serve to limit competition and, as a result, are not advantageous to customers in 

the long run. In reality, it is argued that competition restriction is often the driving force 

behind merger operation, as it helps to alleviate competitive pressure. Cost advantages exist 

when the merged firm can give the same benefits as rivals at a cheaper cost, whereas 

differentiation advantage arises when the firm can produce benefits that are superior to 

those of competing goods (Federico, Langus & Valletti, 2018). As a result, the merged 

company gains a competitive advantage, allowing it to provide more value to its consumers 

while still increasing income.  

Since central amenities such as corporate headquarters, personnel and top administration, 

and computing resources are shared, overheads are minimized and operational performance 

is increased when there is horizontal integration (Kim, Wagman & Wickelgren, 2019). 

Firms also reduce costs by investing in efficient-scale services, strict charges and overhead 

management, and cost reductions in areas such as service, selling, and advertisement. As a 
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result, the key motivation for horizontal integration is to remain competitive by lowering 

costs and increasing productivity across the board in order to effectively manage all 

expenses and identify new cost-cutting possibilities (Federico, Langus & Valletti, 2018).  

Commercial Banks in Kenya 

Money making banks are financial entities that are legally permitted to accept and lend 

money to companies, institutions, and individuals. The Central Bank of Kenya (CBK) 

licenses, supervises, and controls their operations (CBK Report, 2018). In the fiscal year 

that ended on 30th June 2018, Kenya's banking industry has 42 commercial banks, 1 

mortgage financing business, 13 microfinance banks, nine (9) local members of 

international banks, 74 foreign exchange bureaus, 19 money remittance providers, and 

three(3) CRBs (CBK Report, 2018). 

Some regulated institutions, primarily commercial banks, have been compelled to 

horizontally integrate due to changes in the operating environment (Huang, Chen & Lin, 

2018). Horizontal integration is advocated for several reasons, including growing Rising 

share capital, distribution networks, and market share, as well as gaining access to best-in-

class global practices (Mutura, 2015; Pawlak, Koodziejczak & Xie, 2019; Zhou, 2017). 

The1banks which1have had horizontal1integration in terms1of mergers are1in the recent 

years1include Prime1Capital & Credit1Ltd and Prime Bank1Ltd to form Prime Bank1Ltd 

in year 2008; 1CFC Bank Ltd and1Stanbic Bank1Ltd to form CFC1Stanbic Bank Ltd 

in1year 2008; Savings and1Loan (K) Limited1and Kenya Commercial1Bank Limited 

to1Kenya Commercial1Bank Limited in1year 2010; City Finance1Bank Ltd and Jamii 

Bora Kenya1Ltd to form Jamii Bora1Bank Ltd in1year 2010. Finally, 1Equatorial 

Commercial Bank1Ltd and Southern1Credit Banking Corporation1Ltd merged in12010 to 
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form Equatorial1Commercial Bank Ltd; 1NIC Group PLC merged with1Commercial Bank 

of Africa1Ltd in 2019 to form1NCBA Bank Kenya PLC1 (CBK Report, 2019).  

The1banks which have had1horizontal integration in1terms of acquisitions; 1Faulu Kenya 

Deposit1Taking Microfinance1Ltd and Old Mutual Holdings1Ltd to form Faulu 

Kenya1Microfinance Bank Ltd in year12013; In 2013, Fina Bank Ltd1merged with 

Guaranty and Trust1Bank Plc to form Guaranty Trust1Bank (Kenya) Ltd; in 2014, 1K-Rep 

Bank Ltd merged1with Centum Ltd to form1K-Rep Bank Ltd; in 2015, 1Equatorial 

Commercial Bank1Ltd merged with Mwalimu1Sacco Society Ltd to form1Equatorial 

Commercial Bank1Ltd; and in 2017, Giro1Commercial Bank Ltd merged1with I&M Bank 

Ltd to1form I&M Bank Ltd. In addition, Fidelity1Commercial Bank Ltd1and SBM Bank 

Kenya Ltd1will merge in 2017 to1form SBM Bank Kenya1Ltd; Habib Bank Kenya Ltd 

and Diamond1Trust Bank Kenya1Ltd will merge in 2017 to1form Diamond1Trust Bank 

Kenya1Ltd (CBK Report, 12019). 

Regardless of uncertainties such as interest rate capping, Kenya's banking sector remains 

stable and robust. The industry has continued to expand because of its productivity and 

inclusiveness, which has been bolstered by regulatory, supervisor and legal procedures and 

reorganisations. Income before taxes increased by 6.7 billion to KSh 76.2 billion for the 

period ending 30 June12018, compared1to KSh 69.4 billion for the same period last year. 

The industry's asset1base rose from1KSh 3.951trillion in June12017 to1KSh.4.27 

trillion1in June 2018. For the year ending106/2018, total1sales increased by Sh 12.3 billion 

to Sh1246.9 billion, up from KSh 234.6 billion the1previous year (CBK Report, 12018). 
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Stanbic Holdings Plc 

Stanbic1Holdings Plc (formerly1CfC Stanbic Holdings1Limited) is a financial services 

company based in Kenya. Nairobi, Kenya, is the Group's1headquarters, with branches in 

Kenya and South Sudan. Stanbic Holdings is a subsidiary of the Standard Bank Group, a 

South African financial services conglomerate. The Kenyan Central Bank regulates and 

licenses the institution. On June 1, 2008, Stanbic Holdings Plc merged with Stanbic1Bank 

Kenya Limited1and CfC Bank Limited to1form Stanbic Holdings Plc. Prior to the merger, 

Ottoman Bank incorporated its first subsidiary in the country, Stanbic Bank Kenya Limited 

(SBK), in 1958. Grindlays Bank International was acquired by Standard Bank Investment 

Corporation (Stanbic Bank), a subsidiary of Standard Bank, in 1992. (GBI). In 1993, the 

bank was renamed Stanbic Bank Kenya Limited from Grindlays Bank International 

(Kenya) Limited (Stanbic Holdings Plc Annual Report, 2018). 

Credit1Finance Corporation, a finance1institution, was established in 1955 and listed on 

the Nairobi1Stock Exchange as CFC Bank Limited (CFC Bank). Credit 

Finance1Corporation obtained a commercial1banking license from the Central1Bank of 

Kenya in March11995 and changed its1name to CfC Bank Limited1in response to evolving 

trends, regulatory1requirements in the Kenyan1banking industry, and the need to 

meet1increasing customer requirements. CFC Bank's shareholders approved the merger1of 

CFC Bank and1Stanbic Bank at an Extraordinary General Meeting on 12th November, 

2007. This was Kenya's biggest banking merger to date. The merger was carried out in 

three steps, each of which was connected to the next. First, CfC Bank purchased 100 percent 

of SBK by issuing new1fully paid CfC shares to SBK shareholders. SAHL (Stanbic1Africa 

Holdings Limited) bought additional CfC shares from existing shareholders after the 

allotment of shares in phase one was completed. SAHL's stake in CfC was raised to 60% 

of the company's revised share capital (Stanbic1Holdings Plc1Annual Report, 2018). 
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Following the completion of phases one and two, CfC's banking business was effectively 

transferred to SBK, resulting in a consolidated single banking service. SBK was renamed 

CfC Stanbic Bank Limited, and its banking license was retained. The Central Bank of 

Kenya revoked CfC's banking license, allowing it to act solely as a listed non-operating 

holding company known as CfC Stanbic Holdings Limited (CSHL). Following the merger, 

the management began restructuring the company's activities. CfC Stanbic Holdings began 

reforming its corporate structure in 2009, which included de-merging the Insurance 

Businesses into CfC Insurance Holdings Limited. After Kenya Commercial Bank Group 

and Equity Group Holdings Limited, CfC Stanbic Holdings expanded into South Sudan in 

2012, making it the third Kenyan bank to do so. The business was renamed Stanbic 

Holdings plc in August 2016 after dropping the 'CfC' brand. 

 

Statement of the Problem 

Commercial banks in Kenya have faced problems with client retention, revenue loss, and 

market share loss as a result of growing competition1in the banking1sector (Kimotho, 

2018). According to Federico, Langus, and Valletti (2018), a horizontal integration 

approach can result in a cost1advantage when the combined business can provide the same 

advantages as competitors at a lower cost. The goal of a horizontal integration plan is to 

produce synergies which improves the productivity and performance of the banking 

industry's borrowing and lending activities (Evens & Donders, 2016). 

Although research on banks that have used a horizontal integration strategy have been 

undertaken, there have been few studies on Stanbic Holdings Plc. This means that there is 

limited literature on the same. From a Malaysian perspective, Ismail and Wahab (2018) 

looked at the obstacles of horizontal integration, stating the horizontal integration’s success 

may be measured in terms of improved revenue and share in the market. Further, the study 
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conducted an observational database involving a desktop1review. This presents a 

methodological gap since the1current study is a1descriptive study1involving primary data. 

Similarly, the study was international in scope and was restricted to the success or failure 

of horizontal integration and therefore presents a contextual and conceptual gap that 

necessitated the current study. 

Kimotho (2018) looked at the influence of mergers and acquisitions on the financial 

performance of companies listed on the Nairobi Securities Exchange. However, the study 

focused on the impact of acquisitions and mergers on financial performance and was 

limited to companies listed on the NSE. The study relied on secondary data, but the present 

study will rely on primary data. Moreover, the subject of efficiency in the banking sector 

was not addressed. The study also presents a conceptual and methodological gap and it 

these identified gaps that the current study sought to fill by evaluating the influence on 

Kenya's commercial bank performance by the horizontal integration approach. 

Purpose of the Study 

The purpose of the study was to assess the relationship between horizontal integration 

strategies on commercial banks’ performance in Kenya, with a specific focus on Stanbic 

Holdings Plc.  

Objectives of the Study 

This1study was1guided by the objectives here below: 

1. To identify the horizontal integration strategies adopted by Stanbic Holdings Plc. 

2. To establish the measures of performance used by Stanbic Holdings Plc. 

3. To assess the relationship between horizontal integration strategies and 

performance of Stanbic Holdings Plc. 
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Research Questions 

This study was guided by the following1research questions: 

1. What were the horizontal integration strategies adopted by Stanbic Holdings Plc? 

2. What were the measures of performance used by Stanbic Holdings Plc? 

3. What was the relationship between horizontal integration strategies and 

performance of Stanbic Holdings Plc? 

Justification for the Study 

Commercial banks play an important role in financial intermediation, making them an 

important part of the financial system in the economy. As a consequence, their success is 

synonymous with the success of the economy, while their failure is synonymous with the 

failure of the economy1 (Akenga & Olang, 2017). Horizontal integration strategy, 

according to Daniel and Joseph (2019), is increasingly being used around the world to 

increase company competitiveness by growing market share, broadening the portfolio to 

mitigate business risk when entering new1markets and geographies, and exploiting 

economies of1scale, among other things. Horizontal integration approach allows 

organizations to be more flexible, exploit competencies, share capital, and build 

opportunities that would otherwise be unthinkable (Ismail & Wahab, 2018). Given the 

critical position that commercial banks play in the economy, it is critical to concentrate on 

the impact of horizontal integration strategy on profitability. 

Significance of the Study 

The study would assist Stanbic Holdings Plc's management in allowing the bank to better 

understand the impact of its horizontal integration strategy on its outcomes. This would 

help management decide what kinds of strategic decisions to make in order to optimize the 

gains of horizontal integration for the growth of the organization. The bank would also 
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identify and address issues that might develop as a result of the execution of a horizontal 

integration plan. 

Furthermore, the study's results would contribute significantly to the literature in the field 

of horizontal integration strategy. Also, the study's recommendations would serve as a 

foundation for future research. 

Assumptions of the Study 

The assumptions of the study comprised of the following: 

1. The study participants would cooperate and provide accurate information that 

would help the study meet its objectives. 

2. A relationship existed between horizontal integration strategies and performance. 

3. Stanbic Holdings Plc used certain measures to assess its performance  

Scope of the Study 

The study assessed relationship between horizontal integration strategies and performance 

of commercial banks in Kenya, with a specific focus on Stanbic Holdings. Plc. The 

investigation took place at Stanbic Holdings Plc's Nairobi headquarters. The target 

audience consisted of 142 workers drawn from the operations, strategy, finance, and 

accounting departments of Stanbic Holdings Plc's Nairobi headquarters. The research was 

carried out between July and August 2021. 

Limitations and Delimitations of the Study 

The study was likely to be affected by the fact that some respondents would be unable to 

participate owing to their busy schedules. However, to fit into the respondents' schedules, 

the researcher planned with them. Some respondents might be afraid of being victimized 

for betraying the group if they spoke up. The researcher countered this by assuring the 
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respondents that their privacy and identity would be safeguarded because they would not 

be forced to reveal their identities and the study was only for academic purposes. To 

guarantee that sensitive information was not abused, the information was kept confidential, 

and this was accomplished by acquiring the required management approval.  

Definition Terms 

Acquisition: It describes a1situation in which one1company, referred to as an1acquirer or 

predator, buys another company, referred to as the1target business (Waldman & Jensen, 

2016).  

Customer Satisfaction: It's a metric for determining how satisfied consumers are with a 

company's1goods, services, and1capabilities (Karatepe, 2017). 

Horizontal1Integration: Is a business technique used by a firm to strengthen its market 

position. In certain cases, this takes the shape of mergers, acquisitions, and even hostile 

takeovers (Ismail &1Wahab, 2018). 

Hostile1Takeover: It1is the purchase of one1company (referred1to as the target1company) 

by1another company (called1the acquirer) that is accomplished1by going directly1to the 

company's shareholders1or fighting to replace management1to get the acquisition 

approved1 (Jenkinson & Mayer, 2018). 

Market Share: By comparing a company's revenue to overall industry sales, this indicates 

the size of a company in comparison to its competition and rivals (Kindstrom, 2016). 

Merger: It is a merger of two or more entities in which all of their liabilities and assets are 

merged to create a new legal entity with a single name (Waldman & Jensen, 2016).  
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Organization performance: This entails examining an organization's results in relation to 

its expected outputs. This is determined by the organization's efficacy and productivity in 

assisting it in achieving the desired outcomes (Cascio, 2014). 

Revenue growth: This is the percentage increase in total revenue volume1of a company's 

goods1or services1from year to year (Ghosh, Gu & Jain, 2017). 

Synergy: This is1the interaction of firms that results in a cumulative effect that is higher 

than the sum of the1individual companies' effects when they operate independently 

(Tsyplakov, 2019). 

Summary 

This1chapter has provided an overview of the1contribution of horizontal1integration 

strategy to1success from a global, regional, and local perspective. Following that, the 

chapter presented an overview of Kenya's commercial banks, with an emphasis on Stanbic 

Holdings Plc. The problem statement, the reason for conducting the study, the objectives 

of the study, the research questions, the importance of the study, the assumption, scope, 

restriction, and delimitation of the study, and the operational meaning of terms have also 

been covered in this chapter. In chapter two, this looks delves into the literature review 

regarding the study’s variables and also provides the theoretical and conceptual framework 

of the study. 
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CHAPTER TWO 

LITERATURE REVIEW 

Introduction 

This1chapter reviews literature1pertinent to the subject1of study. It covers the 

theoretical1framework; general literature1on horizontal integration1strategy adopted, 

measures of organizational1performance, effect of1horizontal integration1strategy on 

performance. Finally, 1the conceptual1framework that links the1independent, dependent 

and intervening1variables are also1presented in this1chapter. 

Theoretical Framework 

The theoretical structure is the framework for evaluating science. The aim of a theoretical 

framework is to understand, predict, and explain phenomena (Cooper & Schindler, 2013). 

Within the confines of critical bounding assumptions, hypotheses question and expand 

current knowledge. To implement and clarify why the research problem occurs in the first 

place, a theoretical framework is required (Cooper & Schindler, 2013). Resource 

dependency theory, theory of efficiency and performance theory directed the research. 

Resource dependency theory is useful in evaluating a resource mobilization strategy that 

leads to the use of a horizontal1integration strategy, thus improving organizational 

efficiency. The1performance theory was useful1in the study as it demonstrated 

how1performance in commercial banks can be improved. 

Resource Dependency Theory 

The resource1dependence theory was popularized by Pfeffer and Salancik (1978). 

According to resource dependency theory (RDT), power is based on having control over 

resources that are regarded strategic in the entity (Hillman, Withers, & Collins, 2009). RDT 
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is based on the open system theory, which says that companies have varying degrees of 

reliance on the external environment, particularly for resources that they must manage. 

According to Pfeffer & Salancik, (2010) , an entity facing uncertainty in procuring 

resources faces a problem, and the worry of a firm's reliance on the external environment 

for critical resources arises.  Hillman, Shropshire, and Cannellaa (2014) agreed with Pfeffer 

and Salancik (2010) that uncertainties in the control of external resources may reduce 

managerial prudence, obstructing the achievement of an organization's goals and, 

ultimately, threatening the primary entity's existence.  

When confronted with the costly state of such type, management actively leads the entity 

toward controlling external dependency to its advantage (Akben-Selcuk & Altiok-Yilmaz, 

2014). This hypothesis, according to Davis and Cobb (2010), proposes that entities must 

engage in interactions with players in the external environment in order to get the resources 

they require. When resources are scarce, insufficient resources or a uniform supply of the 

necessary resources are lacking, companies will create supporting partnerships with 

external actors to enhance delivery, improve resource quality information, and decrease 

quality volatility or supply of resources (Davis & Cobb, 2010). 

The resource dependency theory states that although organizations possess explicit 

resources, many of them rely on these resources and rely on others for fundamental supply 

(Hillman, Withers & Collins, 2009). Shortages in one or more tactical resources are viewed 

as elements promoting collaboration and the control of reliance by decreasing uncertainty 

(Chen, 2013). This notion may be summed up in a wider governance and structure theory, 

which argues that companies are responsive or adaptive to their surroundings (Pfeffer & 

Salancik, 2010). RDT is based on the idea that all companies are vitally reliant on other 

organizations for important resources, and that this reliance is frequently reciprocal, 

resulting in horizontal integration (Morton, 2016). Such inter-organizational 
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interdependencies are used in the theory to explain why ostensibly separate organizations 

participate in various forms of horizontal integration (Pfeffer & Salancik, 2010). 

Companies who wish to employ horizontal integration strategy do so to mobilize resources, 

and the theory is therefore relevant to the current study as an anchor theory, where it intends 

to investigate the influence of horizontal integration strategy on performance. 

Theory of Efficiency 

Chatterjee (1986) proposed that ‘efficiency benefits' are gained through economies of size 

and scope in his Efficiency Theory. This idea claims that corporate efficiency occurs when 

synergies are created through mergers, acquisitions, and hostile takeovers. When the 

subsequent value of the business exceeds the entire worth of independent firms previous to 

the purchase or merger, efficiency is attained. The value of the merged firms after 

horizontal integration is far larger than the standalone worth of the companies before to the 

horizontal merger in synergy-based horizontal integration. When the total value of a 

business after horizontal integration exceeds the entire value of separate enterprises before 

horizontal integration, it is claimed that synergy has occurred. 

This concept is based on a view that horizontal mergers may only occur if they are projected 

to generate significant practical synergies in order to make the deal advantageous for the 

two parties. Where the value benefits are not beneficial for the targeted firm, the owners of 

the targeted company will not submit or sell this specific buy, or if the bidder does not 

profit, this particular purchase will not end by the bidder (Waldman & Jensen, 2016). 

According to Ismail and1Wahab (2018), the incentive for horizontal integrations stems 

from the benefits associated with synergies that are more likely to be achieved because of 

horizontal integrations. Firms with similar types of activities can benefit from effective 

horizontal integrations that lead to increased profitability. The cause for this is 
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diversification by large holding corporations, which may face control loss issues. 

According to this idea, horizontal mergers should only take place if there is a reasonable 

expectation of producing sufficient feasible synergies to make the deal beneficial to both 

parties (Waldman & Jensen, 2016). The theory is useful for assessing the influence on the 

performance of commercial banks in Kenya by the horizontal integration approach. 

Performance Theory 

Mento, Locke, and Klein (1992) established the performance theory. The theory defines an 

objective as an aim that is set for the future to increase an individual's or an organization's 

efficiency. It asserts that individuals or organizations perform better when they set more 

difficult targets. On the other hand, the production of a person or an organization will be 

affected when the established goals are basic. If an individual or group is devoted to this 

and has no competing aims, the achievement of the goal is hopeful. The success theory is 

based in five essential elements according to Mento, Locke and Klein (1992). The elements 

include clarity, challenges, commitment, input, and complexity of tasks. The establishment 

of objectives helps in creating an action plan to lead people and organizations. As a result, 

it is increasingly an essential component of personal growth and literature on management. 

Many people have criticized performance theory. To begin with, it has been characterized 

as time consuming and costly to implement because a variety of variables must be tackled 

in order for companies to achieve their objectives. These include hiring the right people 

with strategic planning expertise and experience and providing training to ensure that those 

involved in strategic planning understand the plans set out (Kiresuk, Smith, & Cardillo, 

2014). Furthermore, it raises the possibility of internal rivalry, where workers often interact 

with one another, and in such cases, the project's interests and priorities can be ignored 

(Locke & Latham, 2002). The performance theory was useful in this study because it 
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demonstrated how commercial banks can boost their performance and how they can best 

use the horizontal integration approach to do so. 

General Literature Review 

This section gives readers a summary1of the sources used when studying a specific1subject 

and to show how the1analysis fits into a1broader field of study. The segment concentrates 

on horizontal integration techniques such as mergers and acquisitions, as well as hostile 

takeovers. Furthermore, performance indicators such as customer1satisfaction, market 

share, and sales growth, as well as the impact of a horizontal integration approach on 

performance are discussed. It also discusses the impact of organizational culture and 

regulatory1authorities on the success of a horizontal1integration strategy. 

Horizontal Integration Strategy 

When an enterprise competes in an increasing market, horizontal integration is successful 

because competitors lack competencies or expertise that the company already has 

(Rothaermel, 2016). If a company has the capital to handle mergers, acquisitions, and 

takeovers, it may use a horizontal integration strategy to create a monopoly (DePamphilis, 

2019). Firms interested in implementing this strategy want to lower their costs through 

economies of scale and increase the differentiation of their goods in the market, which can 

be accomplished by providing more innovative features than the competition (Rothaermel, 

2016). Horizontal integration allows businesses to obtain or maintain a significant 

competitive edge over their rivals. As a result of market restructuring, there would be fewer 

firms in the industry, resulting in less intense rivalry. Since a firm that has integrated or 

purchased a business with distribution networks sells the same products but operates in 

different regions or serves different consumer segments, access to new markets is also an 

advantage (Pawlak, Koodziejczak, & Xie, 2019). 
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Businesses in the same industry or production process employ the horizontal integration 

strategy (Bebenroth, 2015). Horizontal integration strategies include mergers, acquisitions, 

and aggressive takeovers, according to Rothaermel (2016); Kumar and Sharma (2019); 

Morton (2016). As a horizontal integration approach, this research will focus on mergers, 

acquisitions, and hostile takeovers. 

Mergers 

The combining of two or more entities to establish a single organization or holding 

company is referred to as a merger (Gaughan, 12002; Jagersma, 2005; 1Picot, 2002). 

Mergers and acquisitions are the most cost-effective method to introduce a new 

product1line, enter a new1market, or expand distribution1 (Kumar, 2019). According 

to1Kumar (2019), a horizontal1merger occurs when two or more firms engage in 

comparable lines of business or in the same industry. When two companies in the same 

industry join, this is known as a horizontal merger. It usually occurs (or most importantly) 

between product competitors or companies with comparable target markets, production 

capabilities and production life cycles (Green, 2016). Companies have succeeded a lot with 

horizontal combines that lead to a lucrative market share growth and therefore have an 

influence on the market power of the newly formed firm (Mazzeo, Seim, & Varela, 2018). 

Mergers have proven to be a successful and increasingly common way to achieve 

commercial diversity and growth (Kumar, 2019). Businesses are motivated to combine for 

a variety of reasons, including economies of scale, market share, and taxation (Picot, 2002). 

When costs rise at a rate that is not proportional to the increase in demand, economies of 

scale exist. Spreading the taxable costs over a greater amount of output is one way to do 

this. Economies are meant to be derived from the exchange of resources such as 

administration, accounting, and research and development when a merger occurs (Joshi, 

2016). Many businesses will merge to ensure a steady supply of key products, acquire new 
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technologies, or prevent the other company's product from being a competitive advantage 

(Green, 2016). Merging with a firm that already possesses a new technology is less 

expensive than trying to develop it yourself (Lohrke, Frownfelter-Lohrke, & Ketchen, 

12016). 

Fusions or mergers that improve market share influence the newly created company's 

market strength. The increasing size and strength of the existing organization and the 

competitive advantage in the industry in which the new organization is involved lead to 

increased market share and power (Green, 2016). A merger boosts a new firm's profitability 

by increasing market share. This helps the company in achieving the much-needed business 

expansion. In certain situations, the newly created company can become too large due to 

the scale of the newly acquired sector (Greve & Man Zhang, 2017). Authorities also 

rejected a number of proposed mergers on the grounds that the merged entity would gain 

excessive market leverage as a result of the merger. This would negatively impact on 

customers, both in terms of the services delivered and the rates charged (DePamphilis, 

2019). 

When two companies' taxable incomes are combined, corporate income tax laws enable 

one company's net operating losses to minimize the taxable income of the other. The tax 

loss carryover can be used by combining a loss-making company with a profitable company 

(Greve1& Man Zhang, 2017). 1According to Green1 (2016), tax-loss relief provides 

special1treatment, in that it is allowed1as a deduction1from the overall tax levied on a 

taxpayer's chargeable benefit for the assessment year in which the loss occurs. According 

to Kumar (2019), companies with negative1taxable income can only receive tax refunds 

based on these losses if their taxable income was negative over the previous three years. 

Kumar (2019) goes on to suggest that combining a "fully"1taxable firm with no tax1losses 

and the opportunity to absorb1more credits1than it actually claims will raise the value of a 
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firm's tax gain. Governments also facilitated mergers in order to save some companies and 

provide tax benefits to them. 

Acquisitions 

An acquisition is a business transaction in which1the acquiring company buys1all of the 

target1company's current1ownership1shares to take over all of the target company's power 

and decision-making authority (Levy, Spiegel & Gilo, 2018). The target 

company1becomes a part of the purchasing company until the1acquisition is completed 

(DePamphilis, 2019). Acquisitions are unavoidable for companies to become more 

effective in their operations (Inkpen, 2016). As a result, these companies would benefit 

from increased economies of scale. Other ways in which these companies become more 

competitive include increased economies of scale in output and consumption. Firms may 

also invest in low-cost manufacturing technology and skills to improve their asset 

combination. As a result of efficient management, acquisitions have been demonstrated to 

result in higher output. Owners of acquiring businesses sell their stakes1to the acquirer 

as1long as they believe they will profit and are confident they will not be able to do so on 

their own (Datta, 2017). 

In an acquisition, the procurement firm might try to buy a significant percentage of the 

share or property of the target company (Datta, 2017). As a result, there are two sorts of 

purchases: property purchases and inventories (Inkpen, Sundaram & Rockwood, 2010). 

Asset purchases occur when an organization buys all or part of the assets of the target group 

and the target organization remains to be an organization after the sale, whereas a share 

purchase occurs if the firm purchases a special stock share in order to control the 

management of the target company (Walsh, 2017). Acquisitions are divided into three 

categories based on the significance of the stock purchased by the purchasing organization: 
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(1) full takeover (100% of the target's issued shares), (2) majority (50-99 %) and (3) 

minority (less1than 50%) (DePamphilis, 12019). 

Post-acquisition integration of operations is required following the acquisition of a firm to 

increase the efficacy of existing capabilities. The acquisition's objectives drive the 

requirement for post-acquisition operational integration (Datta, 2017). Synergistic 

advantages may be expected because of an acquisition as part of a linked diversification 

plan. Such advantages could come in the form of increased operational efficiency and 

economies of scale, which would necessitate a high degree of integration, which could be 

achieved by similar acquisitions. An acquisition might also be of a wholly unrelated firm, 

motivated by a desire to improve one's price-to-earnings ratio or revenue growth, with little 

or no resource integration or sharing (Inkpen, 2016). 

Hostile Takeover 

A hostile1takeover is a strategy in which1a business, the1bidder, attempts to gain control 

of another company, the target, without1the approval of the target's board of directors1or 

management (Lowenstein, 2017). 1The grounds for such resistance might arise from the 

target company's and shareholders' perceptions of the deal as unprofitable or damaging, or 

from1the managers' and1directors' personal1interests, such as the fear of being1replaced 

(Culpepper, 2016). The word "hostile takeover" also refers to situations in which a bidder 

approaches only the target company's shareholders1without first consulting the target 

company's board of directors or1management. Even though the theory makes no distinction 

based on the legal status of the corporation, hostile takeovers are limited to publicly held 

firms in practice. This is attributable, first and foremost, to their scattered ownership, which 

necessitates the company's board of directors exercising corporate control (Jenkinson & 

Mayer, 2018). 
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Every takeover phase consists of a series of operations1carried out in order to achieve a 

particular goal, namely the acquisition's completion. The bidder1approaches the target 

company to determine its interest in a possible takeover or to proceed1to a takeover offer 

after determining the bidder's acquisition conditions and priorities and identifying the target 

company (Hirshleifer & Titman, 2017). The target1company's board of directors or 

incumbent1management rejects the initial1approach or offer in hostile takeovers, but the 

deal is ultimately made because the1bidder can use a variety of "violent tactics," such1as 

the bear hug, the1Saturday night offer, the proxy fight, the toehold stance, the tender1offer 

(takeover bid), 1and the two-tier1tender offer (two-tier bid) (Weisbach, 2015). The bidder 

hopes to reach a negotiated deal using these approaches, which is possible due to the board's 

fiduciary responsibilities to the target's shareholders. Directors who vote against a generous 

plan that significantly exceeds the target company's current1market value can face legal 

action for breaching their obligation to act in the1best interests of the target's1shareholders 

(Jenkinson1& Mayer, 2018). 

Takeovers that are aggressive can be used to achieve managerial discipline. Fearing losing 

their jobs, the target company's management would boost their efficiency in order to make 

the acquisition unnecessary (Herman & Lowenstein, 2018). As a result, it would seek to 

reduce inefficiencies and increase the share1price, which will deter potential bidders 

(Hirshleifer &1Titman, 2017). It is worth noting that the only factor that distinguishes 

friendly from hostile takeovers is the replacement of the target1company's management. 

Hostile takeovers are effective tools for strengthening a company's competitive position, 

maximizing synergies, and gaining corporate influence. Finally, hostile takeovers improve 

business efficiency by enabling undervalued companies to be purchased (Lowenstein, 

2017). 
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Performance of Commercial Banks 

Performance refers to an organization's goals being met through business strategies that 

lead to long-term competitiveness and sustainability (Sabwami, 2015). The actual 

organization output is weighed against the inputs used to determine performance (Reger, 

2015). Performance refers to the outcomes of work since it has a strong link to the firm's 

goals, customer satisfaction, and economic growth (Morris, 2013). Performance, according 

to1Carton (2014) is a background concept associated with the1element under investigation. 

For example, in the context of an organization's economic1performance, performance 

evaluates changes in the organization's1financial position, or financial results, as a result 

of members of the organization's execution and management of decisions (Carton, 2014). 

Many different stakeholders may assess an organization's performance, resulting1in a 

broad variety of perceptions1of what constitutes good performance. It may be argued that 

each of these viewpoints on organizational success is distinct. Furthermore, since each 

company has its own set of conditions, performance assessment is necessarily situational 

(Sabwami, 2015). 

To determine how well a company is doing, it must establish fair metrics by identifying 

aspects of business courses that need to be improved as well as those that are performing 

well (Mujtaba, 2013). The aim of a management performance framework is to maximize 

the results of people's actions by connecting them to the organization's objectives and goals. 

Performance measurement is the method to determine how good companies manage their 

city objectives as well as the value they produce for stakeholders. Time, quality and cost 

assessment via job progress, measurement of performance helps companies to stay focused 

on those units that require development (Sabwami, 2015). Customer satisfaction, market 

share, and revenue growth are included as performance indicators in this study since they 
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are the most important aspects of a commercial bank's success (Kajirwa, 2015; Lee & Yang, 

12017; Richard, 2017). 

Customer Satisfaction 

A post-consumption assessment or a pleasant degree of consumption-related fulfillment is 

referred to as customer satisfaction (Noyan &1Simsek, 2017). In the case of banks, 

customer loyalty relates to how well their goods and services suit their needs (Noyan & 

Simsek, 2017). Service quality, loyalty, repurchase conduct, and confidence, to name a few, 

are some of the measurable indicators of customer satisfaction. Consumer satisfaction is 

often linked to two fundamental properties: 1the customer's1assessment of the product's 

quality and his assessment of the contact experience1he or she has had with the product 

supplier (Gray &1Boshoff, 2016). Customer happiness, which contributes to retention and 

loyalty, increases revenues by decreasing the costs of attracting new customers1 (Karatepe, 

2017). However, there is a distinction to be made between customers that are merely kept 

and loyal customers. Consumer1inertia refers to the fact that certain consumers are merely 

maintained rather than demonstrating loyalty (Noyan1& Simsek, 2017). 

Customer1satisfaction refers to a product1or service's ability to satisfy the needs and 

demands of its clients all of the time, every time (Angelova1& Zekiri, 2017). 

Customer1satisfaction is measured by the1quality of banking1services (product), service 

quality, customer interaction, price factors, and meeting1or exceeding1customers' 

expectations, as well as the usage of goods and services (Karatepe, 2017). Customers 

become disappointed when a bank's output falls short of their expectations. The customer 

is happy if the result meets their needs. The customer is ecstatic if the result exceeds his or 

her standards (Gray & Boshoff, 2016). Only highly pleased or happy consumers remain 

loyal to a service provider (Gray & Boshoff, 2016; Karatepe, 2017). 
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Customers who are pleased with services are more likely to repurchase and recommend the 

goods or services to others. Investments in the loyalty of customers, customer relations and 

service quality increase the profits and market share of an organization (Noyan & Simsek, 

2017). Customer loyalty and good quality service often help improve repeat buying and 

market share. The happiness of customers adds to customer loyalty that increases 

profitability. Acquisition expenses of customers are considerably greater than retention 

costs. One of the foundations of customer loyalty is service quality (Angelova & Zekiri, 

2017). 

Market Share 

A company's1market share is the1percentage of1overall revenue in a1sector or market 

that1it earns for a given time span (Buzzell, Gale & Sultan, 2005). Since market share is 

also related to profitability, many companies aim to maximize their profits in relation to 

their rivals (Kindstrom, 2016). Market shares are based on the division, during the same 

period, of the revenue of the firm by the total sales of the industry. This measure is used to 

assess the size of a firm against its competitors (Blundell, 1Griffith & Van Reenen, 12019). 

An increase in market share will allow a company to expand and increase profitability in 

its operations. Companies are steadily trying to grow their market share and the size of the 

entire market by drawing on wider demographics, cheaper costs and publicity (Goldman1& 

Hino, 2015). 

Market share rises and declines are closely scrutinized by investors because they can 

indicate the relative success of a company's goods or services. A business that maintains1its 

market share1increases sales at the same pace as the overall market for a product or service 

as the total1market grows (Harrison, Martin,1& Nataraj, 2017). A business that expands its 

market share would also expand its sales more quickly than its rivals. Furthermore, market 

share is used as a1determinant of profitability, with the expectation that companies would 
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achieve a larger market share and improve their profitability as a result of their increased 

productivity (Goldman & Hino, 2015). A larger market share gives the bank greater 

leverage over the rates and services it provides to its customers (Jarvis & Mayo, 2016). 

Jarvis1and Mayo1 (2016) discovered that the larger a bank's market share, the more 

leverage it has over its prices1and services. According to Kindstrom (2016), some banks 

can sacrifice1current profits in order to gain more profits in the future by increasing faster 

or expanding their market share. 

Competitiveness, 1descriptive as well1as predictive and1profit-oriented market share 

analysis are three main characteristics of commercial banks (Kindstrom, 2016; 1Jarvis & 

Mayo, 2016; 1Olweny &1Shipho, 2017). First, 1market-share analysis is competitive, 

which means that the results of a bank's1management decisions must be weighed against 

market shares and competitor behavior. Firms must differentiate between factors that affect 

their product/brand and factors that affect the1entire industry (Olweny &1Shipho, 2017). 

Second, a descriptive as1well as predictive1market-share1analysis is needed. Market-share 

analysis should provide much-needed insight to company executives on market structure 

and competition, as well as the impact of marketing behavior on brand success (Jarvis1& 

Mayo, 2016). Thirdly, a profits-oriented market share analysis is in the sense that each firm 

participates not only in market actions, but also in the movement's profit consequences. 

Companies can estimate the cost of attaining a given level of market share as far as the 

likelihood of this level is estimated (Kindstrom, 2016). 
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Revenue Growth 

Revenue1growth can be thought of as the method of enhancing a market success indicator 

(Schumann, Ransley,1& Prestwood, 2015). Revenue1growth refers to a company's rise in 

revenue for a fixed period of time. This may be due to a rise in product costs, the sale of 

more goods, or a combination of the two. Revenue growth because of price increases could 

be due to inflation adjustment rather than real revenue1growth, but if prices stay low, it 

will lead to real revenue growth (Christensen1& Gordon, 2019). Increases in the number 

of goods sold indicate market growth, which may be due to regional expansion, the opening 

of new1branches, or the addition of new products and services (Ghosh, Gu, & Jain, 2017). 

Revenue1growth can occur because of the introduction of new goods or the opening1of 

new markets, both of which help businesses attract new customers. They1also increase 

customer satisfaction by increasing the number of relationships with current customers, for 

example. Cross- and up-selling goods can also help raise the margin per consumer. 

Businesses1that do not increase their sales risk being overtaken by rivals and stagnating. 

Ghosh, Gu, and Jain (2017) indicated that the rate of revenue growth is dictated by how 

commercial banks handles their portfolio. The way commercial banks control their assets 

and liabilities is referred to as portfolio management. 

Growth in revenue is an important measure of the corporate1health and success of all profit-

oriented ventures, not just commercial banks. This revenue growth measure is vital to a 

bank's shareholders and depositors, who are the bank's most significant stakeholders 

(Nuhiu, Hoti, & Bektashi, 2017). As revenue increases, profitability rises, and companies 

could reward their shareholders with substantial investment returns, but when revenue falls, 

the company is unable to cope. All stakeholders, including management, the board of 

directors, and shareholders, should be motivated by a high percentage rise in sales. As a 
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result, a company's target should be to increase sales in order to ensure the company's long-

term viability under current market conditions (Rappaport, 2019). 

Effect of Horizontal Integration Strategy on Performance of Commercial Banks 

The goal of a company is to improve performance; 1value is created when investment 

returns surpass the required1return (McConnell1& Nantell, 2015). A company's 

profitability is increased by profit-making, which happens when the paid prices for the 

output are greater than the costs incurred to manufacture the output; in order for this to 

occur, the company must produce a product that customers value (Ghosh, Gu, & Jain, 

2017). 1Companies may increase their returns by adding value to their goods such that 

consumers want to spend more money on them, as well as decreasing the cost of generating 

value. A company's value can be improved by growing market share, improving operating 

performance, increasing productivity, increasing revenue, launching new products, and 

enhancing customer growth through customer satisfaction (Olweny & Shipho, 2017). 

Increases in market share, operating performance, productivity, revenue development, new 

product launch, and customer growth through customer loyalty can all help a company's 

value grow (Olweny & Shipho, 2017). 

Horizontal integration strategy can also allow the company to explore radically new1paths 

of resource combination and, as a result, open up new1growth opportunities for the 

company that are distinct from those sought previously (Pawlak, Koodziejczak, & Xie, 

2019). Horizontal integration strategies such as mergers, acquisitions, and hostile takeovers 

improve firm efficiency by creating synergy and risk and revenue diversification. When a 

corporation buys a company's total assets, it does whatever it feels is best for those assets 

in order to maximize1the value of the purchasing company (Mackey, Barney, & Dotson, 

2017). Horizontal integration strategies such as mergers, acquisitions, and hostile takeovers 
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improve firm efficiency by creating synergy and risk and revenue diversification. When a 

corporation buys a company's total assets, it does whatever it feels is best for those assets 

in order to1maximize the value of the purchasing company (Mackey, Barney & Dotson, 

2017). Cost savings could be important, particularly if one firm buys the other1from a 

similar industry in the same region (Kumar & Sharma, 12019). 

Horizontal1integration strategies are important tools for gaining a competitive advantage; 

1however, the performance of any Horizontal1integration strategy is contingent on its 

preparation and execution (Haag1& Simon, 2019). When specific targets have been 

established and the desired result is well known, the methods should be considered 

(Bebenroth, 2015). Many of the1merging, acquiring, or hostile takeover1companies cited 

the importance of using each of the above strategies in improving results, according to 

Kumar and Sharma (2019). Globalization, the emergence of new technological 

technologies, or a rapidly evolving economic climate are all factors that can generate a 

strong incentive to use a horizontal integration strategy (Kumar & Sharma, 2019). Failure 

to achieve crucial success factors results in considerable difficulties in implementing a 

horizontal integration plan (Mutura, 2015).  

According to Kimani, 1Okello, and Wagoki (2016), the implementation of a horizontal 

integration approach has a statistically1significant influence on an organization's 

competitive advantage1in Kenya. As a result, a horizontal integration approach may be 

utilized to improve organizational performance. According to Ngaru (2016), there is a link 

between horizontal integration strategy and cost savings in operations. This is due to the 

cost advantage that occurs when companies employ a horizontal integration approach to 

achieve the same advantages as rivals at a lower cost. There was also a connection between 

firm market share and the use of a horizontal integration strategy (Ngaru, 2016).  
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Organizational Culture 

Actions, conventions, values, 1beliefs, informal or formal staff gatherings, 

corporate1checks, code of dress, and leadership are all examples of organizational culture 

(Bello, 2012). The leadership styles utilized by management are often referred to as 

organizational culture (Lok1& Crawford, 2014). It encompasses how managers spend their 

time, what they focus on, how they manage their workers, how they make choices, and the 

culture of the company where they work. 1Being informed about the company's culture 

enables employees to understand how things are done to achieve performance objectives 

of the company including customer satisfaction, improving the market share and revenue 

growth (Lok & Crawford, 2014). Organizational culture may inspire employees to be 

committed to the company's performance objectives and therefore will be committed 

towards their achievement (O'Reilly, 2019). 

The culture of an1organization has an effect on how employees conduct themselves inside 

the company in order to achieve the1company's goals which in this study is the 

implementation of horizontal strategies in order to improve customer services, market share 

and revenue growth (Kotter & Heskett, 2014). According to Kotter (2016), an 

organization's culture can improve the organization's performance, employee satisfaction 

from work, and a sense of certainty about problem solving. (Chatman & Flynn, 2013). This 

means that with employee satisfaction brought about by the culture of working together, 

any horizontal integration challenges can be overcome leading to the realization of 

performance objective like customer service, revenue growth and growth in market share. 

Incorporating cultural compatibility into the recognizing, reviewing, assessing, and 

selecting prospective partners will increase the success rate of the horizontal integration 

strategy (Minkov, 2015). According to Schein (2016), horizontal integration strategies have 
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been identified as having a higher failure rate due to cultural differences. Culture plays a 

significant role in how employees respond to changes brought about by horizontal 

integration strategies, ranging from fast adaptation and1commitment to new demands to 

resistance, withdrawal, 1and other1unproductive behaviors (Majidi, 2015). 

There are benefits to having good communication since it reduces cultural differences and 

conflicts among employees and this leads to achievement of performance objectives and 

goals. Organizations may fail to achieve organizational performance after using a 

horizontal integration approach if diverse cultures are not properly integrated (Majidi, 

2015). When compared to their peers who have weak cultures, organizations with strong 

cultures saw increases in1revenue, customer satisfaction, increase in market share and 

significant increases in overall1profits (Zhang, Ahammad, Tarba, Cooper, Glaister, & 

Wang, 2015). 
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Regulatory Authorities 

The Competition1Authority of Kenya (CAK) and the Central1Bank of Kenya are the two 

regulatory bodies active in horizontal integration and success in commercial banks. No one 

can carry out a proposed horizontal integration without the Authority's approval. 

Parties1proposing a horizontal1integration strategy must inform the CAK in1writing, and 

the CAK must approve the proposed1horizontal integration strategy. When the CAK is 

informed of a proposed horizontal integration strategy, it is usually expected to review the 

proposal and decide within sixty days of receiving the notification.  

 CAK is mandated to enhance the welfare of the people who are the customers by promoting 

and protecting effective competition in markets. This means that it controls abusive 

practices that can hurt customers leading to efficiency and equity. The commission controls 

horizontal integration strategies that lead to the creation of monopolies that may end up 

hurting the customers and in so doing moderates the relationship between horizontal 

integration and customer satisfaction, revenue growth and market share. When the 

customers are protected, there is customer satisfaction, which means that customers will 

buy more products leading to increased market share and revenue growth. 

The1second regulator is the Central1Bank of Kenya (CBK), which enforces rules in 

accordance with the Banking1Act (cap 488). According to CBK, the laws were enacted to 

safeguard depositors and decrease the danger of a bank's operations being disrupted as a 

result of the bank's unpleasant working environment, which may lead to numerous bank 

failures (Central1Bank of Kenya, 12018). They also concentrate on reducing the use of 

banks for illegal purposes, such as money laundering. Regulations often preserve the 

confidentiality of banks when it comes to credit allocation. This enables credit to be 

channeled to industries that are favoured to provide proper services to clients (Ngaru, 
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2016). This leads to customer satisfaction and loyalty which increases market share and 

revenue growth.  According to Mutura (2015), the introduction of CBK's capital needs for 

banks to develop their key capital is expected to boost the financial stability of banks by 

minimizing costs through economies of scale and, as a result, lowering lending rates. This 

also protects customers leading to their satisfaction of the services provided due to their 

affordability. The financial stability also creates a favorable operating environment that 

boosts performance of commercial banks in terms of revenue growth, customer satisfaction 

and increase in market share. 

Empirical Literature Review 

Masud (2015) investigated the effect of mergers and acquisitions on Swedish bank financial 

results. The research focused on the success of three commercial1banks that had1merged. 

The study was carried out using ratios derived from secondary data obtained from bank 

annual reports. To compare the dates before and after the mergers, a paired t-test was used. 

According to the report, some banks increased their efficiency while others did not. The 

study also showed that bank financial results declined in the first years following mergers 

and/or acquisitions, but then improved slightly. Nonetheless, there is a difference since the 

previous research was global and restricted to mergers and acquisitions, leaving out other 

horizontal1integration strategies, while the current study1focuses on the impact of 

horizontal integration strategy on results. 

Onotu and Yahaya (2016) carried out a study on the impact of mergers and acquisitions on 

the financial performance of Nigerian Deposit Money Banks. Secondary data was obtained 

from annual accounts and reports of banks.  The Statistical Package for Social Sciences 

version 23 was used to analyze the study's data, and T-test statistics were employed. Due 

to mergers and acquisitions, the banks' market share output increased significantly, 

according to the findings. This had a favorable effect on their financial outcomes. As a 
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consequence, the study found that monitoring and assessment had a beneficial impact on 

the market share of Nigerian banks. However, the previous analysis was limited to mergers 

and acquisitions and excluded other horizontal integration techniques, whereas the current 

study examines the implications of horizontal integration approach on results. 

Adeleke, Onodugo, and Akanji1 (2018) investigated whether horizontally integrated 

Nigerian financial sector businesses had a strategic advantage in the value chain. The data 

for the report, which was a cross-sectional survey, was collected using a self-administered 

standardized questionnaire. The study's target population consisted of 2553 management 

personnel from 12 financial institutions in Nigeria's south-west. According to the findings, 

competitive absorption had a favourable (increased) influence on financial institutions' 

market penetration in Nigeria. However, there is a difference since the previous research 

was a regional study that concentrated on firm competitive advantage while ignoring the 

issue of efficiency; the present research focuses on the implications of horizontal 

integration approach on performance. 

In another study, Kimani, Okello, and Wagoki (2015) gathered data from production 

managers and farm managers in Kenya investigating the influence of integration strategy 

on competitive performance of rabbit meat producing companies. The study used 

descriptive analysis. Vertical integration was found to have a statistically important impact 

on competitive results. Vertical integration allows an organization to outperform its rivals. 

The use of horizontal integration had a statistically insignificant impact on competitive 

success, according to the report. As a result, horizontal convergence may be used as a tactic 

to gain a competitive edge. There was proof that using the diagonal integration had a 

statistically important impact on competitive results. Nevertheless, as the above analysis 

based on, there is a difference in integration policy on competitive1performance and1left 
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out the issue of1performance while the1current study focuses on the1impact of1horizontal 

integration1strategy on1performance. 1 

A descriptive study approach was utilized to choose respondents using stratified random 

sampling based1on research findings from1Ngaru (2016). The study 1assessed the 

competitive1advantage achieved by horizontal1integration strategy in the instance of the 

Insurance Company1of East Africa-Lion1Group. The use of Microsoft Excel for data 

processing included both descriptive1and inferential1statistics. The study's results showed 

that horizontal integration strategies are the best options for struggling business enterprises 

in this era of fierce rivalry and dynamism1in the corporate world.  Horizontal integration 

strategies are guaranteed to boost market1share, and this is backed up by the ability to pool 

capital to take on market competitors. Furthermore, organizations' goods and services are 

more efficient in the long and short term when they use a horizontal integration approach. 

However, there is a difference since the previous research focused on competitive success 

and ignored the problem of performance, while the current study is concerned1with the 

impact of horizontal integration strategy on performance. 

A study conducted by Kainika (2017) used Sanlam as a case study to investigate the effect 

of1mergers and1acquisitions on the insurance industry's operational performance in Kenya. 

In this study, a descriptive1research design was used. Secondary1data was used in 

the1analysis. The findings of the analysis were evaluated with descriptive statistics and a 

two-tailed paired sample. According to the findings, managerial efficiency and human 

resource rationalization had no impact on Sanlam Kenya's post-merger/acquisition 

organizational success, whereas market penetration did. During the post-merger/acquisition 

cycle, companies should review their human capital rationalization policies to ensure that 

they can efficiently utilize their employees to increase organizational efficiency. However, 

there is a difference since the previous research concentrated on mergers and1acquisitions 
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and ignored other horizontal1integration strategies, while the current study examines the 

impact of horizontal1integration strategy on results. 

Kaol (2017) assessed the impact of mergers1and acquisitions on the financial1performance 

of Kenya's commercial banks. The study focused on 20 commercial banks in Kenya that 

adopted mergers and acquisitions. The data was analyzed using descriptive metrics, 

correlation, 1and regression analysis1methods. According to the findings, there is a link 

between1financial success and1return on assets but no such relationship existed between 

financial performance and return on1equity, and no such relationship existed between the 

performance of institutions that had combined or been acquired. However, there is a 

difference since the previous research concentrated on mergers and1acquisitions and 

ignored other horizontal1integration strategies, while the current study examines the impact 

of horizontal1integration strategy on results. 

On another study conducted in Kenya, Ombaka, and Jagongo (2018) used a 

descriptive1research design to analyze the impact of mergers1and acquisitions on 

financial1performance among selected commercial banks. The information obtained was 

all quantitative, and it was analyzed using descriptive1statistics. Frequencies, 1percentages, 

means, 1and other core tendencies were extracted using descriptive statistical tools such as 

SPSS Version 21.0 and MS Excel. Mergers and acquisitions had a major impact on the 

financial performance of Kenyan commercial banks, according to the report. However, the 

high levels of uncertainty in mergers and acquisitions, as well as the high levels of risks 

and employee turnover as a result of weak staff cohesion, resulted in poor merger results. 

However, there is a difference since the previous research concentrated on mergers1and 

acquisitions and ignored other horizontal1integration strategies, while the current study 

examines the impact of horizontal1integration strategy on results. 
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Sobirovna, 1Abdugafarovich, and Bulturbayevich1 (2019) used an empirical analysis to 

develop the vertical integration strategy in industrial enterprises in the Republic 

of1Uzbekistan. It was noted that the Republic of Uzbekistan's economy's long-term growth 

and incorporation into the global community is leading to the emergence of innovation 

structures. In addition, a more efficient moving symbol occurs when an organization is 

vertically integrated. The improvement of economic relations and strategic management 

approaches in vertical integration processes and management structures resulted in the 

management of creative activities in industrial enterprises becoming more successful. 

However, there is a difference since the previous research concentrated on 

vertical1integration and overlooked the issue of horizontal1integration strategy, while the 

current study explores the influence of1horizontal integration1strategy on results. 

An empirical study was performed by Gudmundsson, 1Merkert, and Redondi (2020) to 

analyze the cost structure impact of horizontal airline1mergers and acquisitions. To inform 

competition1policy around M&As, the study evaluated the impact of cost structure in the 

airline sector. Ex-post, horizontal1M&As including unprofitable businesses significantly 

reduced variable costs while significantly1increasing fixed costs, whereas M&As involving 

solely profitable firms had no significant effect on the cost structure. The ex-post1cost 

structure impacts of airline mergers were predicated on the merging businesses' ex-ante 

outcomes, which represented the incentives to enhance productivity. However, there is a 

difference since the previous research concentrated on mergers1and acquisitions and 

ignored other horizontal1integration strategies, while the current study examines the impact 

of horizontal1integration strategy on results. 
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Conceptual Framework 

A conceptual1framework is a crucial tool that depicts the relationships between variables 

under investigation in a diagrammatic manner (Mugenda & Mugenda, 2012). Figure 2.1 

illustrates the conceptual framework of the study.  

Independent Variable                           Dependent Variable 

 

  

 

 

 

 

 

 

 

Figure 2.1: Conceptual Framework 

Source: Author (2021) 

Discussion 

Horizontal1integration strategy, which includes mergers, acquisitions, and hostile 

takeovers is the independent variable, while organizational performance measured by 

customer satisfaction, revenue growth and market share is the dependent variable. 

Organizational culture and regulatory bodies are the moderating variables in the 

relationship between horizontal integration and performance.  

Horizontal1Integration Strategy 

• Mergers1 

• Acquisitions  

• Hostile1takeover  

Organizational1Performance 

• Customer1Satisfaction 

• Market Share 

• Revenue growth 

Moderating1Variables 

• Organizational1Culture 

• Regulatory1Authorities 
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Horizontal integration strategy allows an organization to explore new1paths of resource 

combination and, as a result, open up market opportunities for the company that are distinct 

from those sought previously. By so doing, horizontal integration strategies such as 

mergers, acquisitions, and hostile takeovers improve firm efficiency by creating synergy 

and risk and revenue growth. Horizontal integration strategies. 

Customer happiness, which contributes to retention and loyalty, increases revenues by 

decreasing the costs of attracting new customers1 (Karatepe, 2017). However, there is a 

distinction to be made between customers that are merely kept and loyal customers. 

Consumer1inertia refers to the fact that certain consumers are merely maintained rather 

than demonstrating loyalty. Customers that are truly loyal are typically depicted as 

less1price-sensitive and more likely to increase the number and/or frequency of 

transactions (Noyan1& Simsek, 2017). 

With horizontal integration, customers are provided with a range of products and services 

which lead to their satisfaction, which refers to the ability of the products1or services being 

able to meet the needs and demands of its customers all of the time and every time 

(Angelova1& Zekiri, 2017). Customer1satisfaction is measured by the1quality of 

banking1services (product), service quality, customer interaction, price factors, and 

meeting1or exceeding1customers' expectations, as well as the usage of goods and services 

(Karatepe, 2017). The customer is happy if the result meets their needs.  

Revenue1growth refers to a company's rise in revenue for a fixed period of time. This may 

be due to a reduction in product costs, the sale of more goods, or a combination of the two. 

Increases in the number of goods sold indicate market growth, which may be due to regional 

expansion, the opening of new1branches, or the addition of new products and services 

(Ghosh, Gu, & Jain, 2017). Revenue1growth can occur as a result of the introduction of 

new goods or the opening1of new markets, both of which help businesses attract new 
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customers. They1also increase customer satisfaction by increasing the level of relationships 

with current customers, for example. 

A company's1market share is the1percentage of1overall revenue in a1sector or market 

that1it earns for a given time span (Buzzell, Gale, & Sultan, 2005). Market share is used to 

assess the size of a firm against its competitors (Blundell, Griffith & Van Reenen, 2019). 

An increase in market share will allow a company to expand and increase revenues which 

leads to increased profitability. 

The culture of an1organization has an effect on how employees conduct themselves inside 

the company in order to achieve the1company's goals which in this study is the 

implementation of horizontal strategies in order to improve customer services, market share 

and revenue growth (Kotter & Heskett, 2014). With employee satisfaction brought about 

by the culture of working together, any horizontal integration challenges can be overcome 

leading to the realization of performance objective like customer service, revenue growth 

and growth in market share. 

Summary 

This chapter has discussed theories were including the Resource1Dependency Theory 

(RDT), Efficiency1Theory and Performance Theory. According to RDT, control is focused 

on the management of strategic capital within the company, and resources can be enhanced 

by implementing a horizontal integration strategy. According to performance theory, 

people or organizations perform better when they set more daunting targets. Goal-

setting1will also aid in the1creation of an action1plan to direct individuals and 

organizations. According to Efficiency Theory, market efficiency occurs when synergies 

are generated by mergers, acquisitions, and hostile takeovers. In addition, the study 
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reviewed scientific and general literature from a range of studies. Finally, a conceptual 

structure was developed to demonstrate the relationship1between the1variables. 

Regulatory bodies are mandated to enhance the welfare of the people who are the customers 

by promoting and protecting effective competition in markets. This means that it controls 

abusive practices that can hurt customers leading to efficiency and equity. The regulatory 

bodies including CAK and CBK controls horizontal integration strategies that lead to the 

creation of monopolies that may end up hurting the customers and in so doing moderates 

the relationship between horizontal integration and customer satisfaction, revenue growth 

and market share.   
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CHAPTER THREE 

RESEARCH METHODOLOGY 

Introduction 

The subject of this chapter was the research1methodology, which is a collection of 

systematic techniques used in research (Sharma, 2017). Simply put, research methodology 

guides research and how it is carried out (Sekaran & Bougie, 2016).  It includes analyzing 

the assumptions, concepts, and procedures underlying a specific form of investigation 

(Crossman, 2019). Study architecture, population, 1target population, sample, sampling 

procedure, data collection equipment, data1collection techniques, pretesting, 1data 

analysis, ethical considerations, and the chapter summary were all discussed in this chapter. 

Research Design 

A research design refers to a plan of investigation that is critical in arriving at answers to 

the research questions (Bell & Harley, 2018). Research design is the glue that holds all the 

elements in a research project together (Akhtar, 2016). Further, it is the arrangement of 

conditions for the collection and analysis of data in a way that works towards combining 

relevance to the research purpose. Exploratory, explanatory, and descriptive research 

designs are the three most common types of research designs. Exploratory research focuses 

on elucidating the research issues rather than providing definitive and final responses to the 

problems at hand. According to Sharma (2017), exploratory research is conducted when 

there are few or no earlier studies to refer to or rely upon to predict an outcome. The focus 

is on gaining insights and familiarity on the topic by describing a phenomenon, action, 

subject, or circumstance. It is used to answer questions about how, where, why, when, and 

who are connected to a particular study issue or query (Bell & Harley, 2018).  
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The descriptive design was used in this study because it allows the1researcher to collect 

large amounts of data1from a large population in a cost-effective, highly effective, and 

reliable manner through the use of questionnaires1(Walliman, 2017). This method is also 

preferable1because it allows the researcher to examine a large number of variables at once, 

and it allows the researcher to explain the different variables and1conditions of the study 

(Creswell & Creswell, 2017).  Among the various variables, the research1design was used 

to create frequency1distributions, percentages, and tables, as well as to determine the 

degree to which the1variables are related. 

Population 

Explorable (2019) defined a population as a huge number of people or objects on which a 

scientific investigation focuses. It is for the population’s benefit that research is undertaken. 

It is unfeasible for the researcher to gather data from the entire population; hence there is a 

necessity to choose a sample. For this reason, researchers rely on sampling techniques. As 

of July 31, 2020, Stanbic Holdings Plc had 1,000 employees spread across 24 locations 

(Human Resource1Stanbic Holdings Plc, 2020). 

Target Population 

The target population refers to the entire set of units for which the study data are to be 

utilized to draw inferences (Crossman, 2019). The authors further stated that1the 

population to be targeted should be defined by observable characteristics and that allow 

making broad generalizations regarding the entire population by the researcher. The target 

population was 142 employees drawn from the operations, strategic, finance, and accounts 

divisions at Stanbic Holdings Plc's Nairobi head-quarters (Human1Resource Stanbic 

Holdings Plc, 2020). The departments were chosen because they were involved in the 
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company strategy development and implementation and therefore formed a good source of 

information required for the current study  

Table 3.1: Target Population 

Population1Category  

Level1of management Population 

Frequency 

Operations1Department Executives 2 

 Middle1Level Management 5 

 Lower Level1Management 21 

Strategic1Department Executives 2 

 Middle1Level Management 8 

 Lower Level1Management 14 

Finance1Department Executives 4 

 Middle Level1Management 15 

 Lower1Level Management 38 

Account1Department Executives 3 

 Middle1Level Management 8 

 Lower Level1Management 22 

Total  142 

Source: Human Resource Stanbic Holdings Plc (2021) 

Sampling Technique 

The study used census method which refers to a process of systematically documenting and 

collecting knowledge about members of a community. A census gathers accurate 

information from all representatives of the population (Crossman, 2019). The target 

population may not be sufficiently large, a fact that warrants the researcher to consider the 

entire target population in the study, which is a census, since data is collected from all 

subjects under study (Sharma (2017).  Hence, in this study, a census of the target population 

consisting of 142 employees was adopted. Further, a census is used it provides a better 

representation of the target population in the study (Akhtar, 2016).  

Data Collection Instruments 

There are two forms of data, namely primary and secondary data. Firstly, primary data 

refers to the information collected directly from study participants in the field. Secondary 
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data on the other hand refers to the information collected and accessible from1other 

sources1such as publications, documents, and journals (Crossman, 2019). This research 

relied on primary data, which was collected using1questionnaires (Akhtar, 2016). This 

is1because questionnaires offer a fast and cost-effective way of collecting required data 

from a1large population, and they are the method of choice when the population is large 

and performing interviews would be difficult (Crossman, 2019). Questionnaires are both 

effective and cost effective (Ikonya, 2015). The survey instrument was issued to every 

single member of the target group and included structured questions in the form of Likert 

scales. It is simpler to analyze structured questions in the form of Likert1questions 

(Crossman, 2019). The1respondents were asked to assess the statements related to the 

variables of the study including horizontal integration strategies, performance measures, 

organizational culture and regulatory authorities. The assessment was measured on a 5-

point scale based on the respondents’ level of agreement, where 5=strongly agree, 4=agree, 

3=neutral, 2=disagree, 1=strongly disagree 

Data Collection Procedures 

According to Akhtar (2016), a data collection procedure is a set of rules, steps, or 

procedures a researcher utilizes to carry out a study. In this case, the supervisors were 

expected to review the research work and once they have approved and agreed to the study 

plan, the researcher began work and requested approval from Daystar1University to obtain 

a research permit1from the National Council1for Science, Technology and Innovation 

(NACOSTI). Ethical approval was sought from Daystar University Ethics Review Board 

(DU-ERB).. Following that, the researcher met with Nairobi County administrators to 

inform them of the plans to conduct research in the county. Once this was achieved, a letter 

was sent to Stanbic Holdings Plc's human resource department for approval to administer 

questionnaires for the purpose of promoting data collection, the researcher also requested 
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permission from the company's management. The questionnaire was directly administered 

by the researcher to the employees who were chosen for this study. By ensuring that any 

given questionnaire is obtained and fully filled out, the researcher exercised control and 

care. In this analysis, the drop and pick1method was used to collect data. The questionnaire 

contained five sections, where section A covered demographic characteristics of 

respondents including gender, age, level of education and duration of service at the bank.  

Section B covered the horizontal integration strategies including mergers, acquisition and 

hostile takeovers. Section C covered the performance measures used by Stanbic Holdings 

Plc including customer satisfaction, market share, profitability and revenue growth. Section 

D measured the relationship between horizontal integration strategies and performance. 

Section E covered the influence of moderating variables including organizational culture 

and regulatory authorities on performance. 

Pretesting 

It is important to carry out a preliminary test as a trial to establish that the instrument is 

transparent to the1respondents (Saunders, Lewis, & Thornhill, 2016). Pretesting helps the 

researcher to determine the strengths and weaknesses of the questionnaire concerning the 

format, wording, and order, as well as identify things that need to be modified (Cooper & 

Schindler, 2013). This ensures that the questionnaire includes statements that are not 

ambiguous and that respondents can accurately interpret them (Kothari, 2014). In this 

regard, a pre-test sample of 15 respondent from1NCBA Bank Kenya who did not 

participate in the final study were chosen. According to Akhtar (2016), 10% of the1sample 

is enough to shape the pre-test community. The researcher approached NCBA bank 

management for authorization to carry out a pre-test study with 2 employees from each of 

the departments of operations, strategic, finance and accounting departments. Upon being 

granted authorization, eight respondents were identified from the four departments with 
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assistance of one of the NCBA human resource officer, who were then administered with 

questionnaire to fill. Upon analysis of the questionnaires, necessary adjustments were then 

made to align the instruments and make them understandable to the respondents. 

Reliability of Data Collection Instruments 

Reliability is the extent to which a measurement instrument yields consistent results after 

repeated tests (Crossman, 2019). When a measure is used to the same item of measurement 

several times and gives the same results, it is called dependable (Bryman & Bell, 2015). 

The Cronbach Alpha measure of internal consistency was used to assess reliability using a 

test–retest reliability technique (Saunders, Lewis, & Thornhill, 2016).   This is a basic 

method for determining if a score is reliable. It also tests for internal consistencies and 

evaluate correlation1values among responses on an evaluation instrument. 

Cronbach's1Alpha indicates the degree to which1measurement equipment are regarded to 

be measuring only one variable, with 0.70 being the acceptable level of dependability 

(Bryman & Bell, 2015). Cronbach Alpha was established for every objective which formed 

a scale as indicated in Table 3.2. 

Table 3.2: Reliability Analysis Results 

Factor Cronbach's Alpha Comments 

Mergers 0.823 Accepted 

Acquisitions 0.772  Accepted 

Hostile takeover  0.728 Accepted 

Organizational culture 0.818 Accepted 

Regulatory authorities 0.734 Accepted 

Organizational performance 0.832 Accepted 

The results of Cronbach’s alpha range between 1 and 0 where the Cronbach’s alpha values 

between 0.8 and 1.00 indicate a significant reliability, values between 0.70 and 0.80 show 

an acceptable level of reliability, while values below 0.70 means its less trustworthy 
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(Bryman & Bell, 2015). Mergers1had an alpha estimation of 0.823, meaning this was a 

significant reliability, acquisitions had Cronbach's alpha1estimation of 0.772 that falls 

under the acceptable level of reliability, while hostile takeover had a Cronbach's1alpha 

estimation of 0.728, which also means that it was an acceptable level of reliability. 

Organizational culture had Cronbach's alpha estimation of 0.818, meaning it had a 

significant reliability, regulatory authorities1with Cronbach's alpha estimation of 0.734 

falls under the acceptable reliability, while performance had Cronbach's alpha estimation 

of 0.832 that falls under the significant reliability.  None of the variables had a less than 0.7 

alpha coefficient, meaning that the research tool was reliable and hence did not require any 

amendments. 

According1to Saunders, Lewis, and Thornhill (2016), validity is the1degree to which the 

sample of test items accurately reflects the1content of the test. Simply put it means how 

accurate a research method measures what it is intended to measure. It comprises of three 

forms: face validity, content validity, and construct validity. The purpose of validity testing 

is to determine if the collection of questions addressed adequately addresses the research 

goals. This should include determining if the way in which responses are recorded is 

suitable (Crossman, 2019). In this study, content validity was used to determine the extent 

to which data obtained via the use of certain instruments correspond to a given content or 

characteristics of a specific idea. To do this, the questionnaire was proofread to ensure that 

there were no typographical or format issues. It was important to pre-test the questionnaire 

before utilizing it in order to establish its validity. The study instruments were pretested to 

verify that they were valid in terms of measuring the concept(s) they were designed to 

measure. After the pre-test, amendments were made in terms of sentence construction and 

spelling mistakes to make sure the questionnaire accurately communicates the researcher’s 

intended meaning and attracted accurate and reliable responses. This was achieved by 
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ensuring that the written instructions for scoring at the beginning of each tool are clear and 

simple enough to understand and relevant to the variable being measured.  Kothari (2014) 

indicated that it is important to conduct validity when doing research to determine whether 

the instruments measure what they are deemed to measure. 

Data Analysis Plan 

Data Analysis is the process of transforming raw data into meaningful information that 

forms the findings of the research (Crossman, 2019). The raw data collected from the1study 

area was cleaned, coded, and entered into the SPSS program for review to make it easier to 

interpret (Kothari, 2014). For data analysis, the SPSS software1version 22 was used, which 

is a computer program that can manage statistical presentations with a group of formulas 

for easy understanding. The data was analyzed with descriptive1and inferential statistics. 

Inferential statistics according to Cooper and Schindler (2013), are techniques that enable 

a researcher to use samples to generalize about the populations from which the samples 

were drawn. In this report, a Pearson1Correlation analysis and test was performed to assess 

the intensity of the relationship1between the independent1variables and the dependent 

variable (Saunders, Lewis, & Thornhill, 2016). Pearson correlation is also used to test 

relationships between quantitative variables as it gives a measure of how things are related. 

Through comparing each independent1variable to the dependent variable, this measure 

would be achieved. This information was then presented in the form of tables. 

Ethical Consideration 

Ethical considerations are the moral requirements that the researcher should meet in all the 

phases of research process (Crossman, 2019). Adhering to ethical principles in research is 

important in ensuring safety of the study participants and gives credibility and authenticity 

to the study findings (Kothari, 2014). 
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After receiving approval from the Daystar University Ethics Review Board (DU-ERB) 

based in Daystar University, the researcher obtained permission from the 

Education1Ministry to collect data, specifically from National Council1for Science, 

Technology and Innovation (NACOSTI). The application was routed via Daystar 

University's Registrar. Stanbic Holdings Plc was asked for permission to perform the study 

before the instruments were disbursed. To avoid bias, the researcher1 enlisted the help of a 

research assistant who also assisted with data collection. All personal1details were held to 

a bare minimum. The respondents were told that they did not have to write their own names 

on the questionnaires, and they were informed that their identities would not be revealed. 

Summary 

This chapter has covered the research1methodology that the1researcher used in collecting, 

analyzing, and interpreting the data. The research design which is a descriptive research 

design was used in this study. The target population comprised of 142 employees from the 

operations, strategy, finance, and accounts divisions at Stanbic Holdings Plc's Nairobi 

headquarters. Stratified random sampling was used in the sampling methods. The research 

picked the overall population (census) to create the sample, which totaled to 142 

respondents. The research1design, population, target1population, sample size, sampling 

method, instruments for collecting data, data collection process, pretesting, validity and 

reliability of the instrument, data1analysis plan, 1and ethical considerations have1all been 

addressed in this chapter. 
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CHAPTER FOUR 

DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

Introduction 

The purpose of the study was to assess the relationship between horizontal integration 

strategies and performance of commercial banks in Kenya, with a specific focus on Stanbic 

Holdings Plc. This chapter presents data, analyses it, and interprets the analysis findings. 

The chapter also presents a summary of key findings and lastly a summary of the chapter. 

The objectives of the study were to identify the horizontal integration strategies adopted by 

Stanbic Holdings Plc, establish the measures of organizational performance and to assess 

the relationship between horizontal integration strategy and organizational performance of 

Stanbic Holdings Plc. 

Analysis and Interpretation 

Response Rate 

The study sampled 142 employees as respondents who were taken from the operations, 

strategy, finance, and accounting departments at Stanbic Holdings Plc in Nairobi. Table 4.1 

displays the study response rate. 

      Table 4. 1: Response Rate  

Category  Frequency Percentage  

Responded 120 84.5 

Did not respond 22 15.5 

Total 142 100 

 

Out of the 142 questionnaires that were administered, 120 of the 142 questionnaires were 

returned duly filled translating to 84.5% response rate. Kothari (2014) stated that a 50% 

response rate is satisfactory and a 70% and above is excellent for data analysis and 
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reporting. This therefore implies that the response rate of 84.5% was excellent for data 

analysis and drawing conclusions.  

Background Information 

Gender of the Respondents 

The respondents were required to indicate their gender and findings are shown in Table 4.2.  

    Table 4.2: Gender of the Respondents 

Gender Frequency Percentage 

Female 84 70.0 

Male 36 30.0 

Total 120 100.0 

 

Table 4.2 shows that 84 (70%) of the respondents were female, while 36(30%) were male, 

implying that most of the respondents were women. This may be an indication that the 

Stanbic Holdings Plc had a policy of employing more women than men. This is consistent 

with Ranganathan (2020) who observed that even though performance can never be gender 

based, many top banking companies globally consider female employees to be better 

professionals. 

 Age Brackets 

The study sought to determine the respondents’ age bracket and the results are presented in 

Table 4.3.  

   Table 4.3: Age Brackets of the Respondents  

  Frequency Percentage 

20-30 years 12 10.0 

31-40 years 48 40.0 

41-50 years 36 30.0 

Above 50years 24 20.0 

Total 120 100.0 
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Regarding the age of the respondents, 48 (40.0%) of the respondents were between the ages 

of 31 and 40 years, 36 (30%) respondents were between the ages of 41 and 50 years, 24 

(20.0%) respondents were above 50 years old, and 12 (10.0%) respondents were between 

the ages of 20 and 30 years. This implies that a majority of the respondents were young and 

productive, meaning that with such a young and energetic workforce, there is a high 

likelihood of innovation around horizontal integration that leads to improved bank 

performance. 

Highest Education Level 

The respondents were required to indicate their highest level of education attained. The 

findings are summarized in Table 4.4. 

   Table 4.4: Highest Level of Education  
Frequency Percentage 

Diploma 24 20.0 

Undergraduate 60 50.0 

Postgraduate 36 30.0 

Total 120 100.0 

 

Findings in Table 4.4 indicate that 24 (20%) of the respondents had diplomas, 60 (50.0%) 

had bachelor’s degree, and 36 (30.0%) had postgraduate education. This indicates that most 

of the respondents at 60 (50%) had a bachelor’s degree and this is consistent with Stanbic 

Holdings Plc Annual Report (2018) which indicated that a majority of its workforce were 

graduates implying that the bank had a well-educated population making it easier for 

strategy implementation or decision making, which in this case is horizontal integration.  

Period of Service 

During the survey, the participants were asked to state how long they had worked for the 

bank. The findings are presented in Table 4.5.  
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Table 4.5: Period of Service  

 Frequency Percentage 

Less Than 1-Year 6 5.0 

1 To-3 Years 24 20.0 

4 To 6 Years 18 15.0 

7 To 9 Years 30 25.0 

10 Years and Above 42 35.0 

Total 120 100.0 

 

From findings, 42 (35.0%) of the respondents had served for more than 10 years and above, 

30 (25.0%) had served for a period of 7- 9 years, 24 (20.0%) had served for 1 to 3 years, 

while 18 (15%) had served for between 4 to 6 years and 6 (5.0%) had served for less than 

1 year. The majority of the respondents had served in the bank for 10 years and above, 

meaning that they had rich experience and knowledge for implementing bank strategies 

like horizontal integration intended to improve bank performance.    

 

The Horizontal Integration Strategy 

This study sought to determine the effects that the different kinds of horizontal strategies 

that Stanbic Holdings Plc had used and their impact on the firms’ performance. 

Merger Strategy 

The researcher sought to know the respondents’ level of agreement with statements 

regarding effectiveness of mergers adopted by Stanbic Holdings Plc. The study findings 

are represented in Table 4.6. 
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Table 4.6: Mergers Strategy Adopted by Stanbic Holdings 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

Merger is the most 

effective horizontal 

integration strategy 

when organization 

need to increase 

customer 

satisfaction 

6 5 12 10.0 12 10.0 66 55.0 24 20.0 3.75 1.05 

Merger is the most 

effective horizontal 

integration strategy 

when organization 

need to enhance its 

market share 

0 0 12 10.0 0 0 66 55.0 42 35.0 4.15 0.86 

Merger is the most 

effective horizontal 

integration strategy 

when organization 

need to increase its 

revenue 

0 0 12 10.0 12 10.0 60 50.0 36 30.0 4.00 0.90 

 

On whether merger is the most effective horizontal integration strategy when organization 

needs to increase customer satisfaction, 66 (55.0%) of the respondents agreed with 

statement, 24 (20%) strongly agreed with the statement, 12 (10.0%) of respondents either 

disagreed or were of moderate view with the statement, while 6 (5.0%) strongly disagreed 

with the statement, 12 (10%) disagreed, while another 12(10%) remained neutral. This 

means that most of the respondents at 90 (75%) agreed that merger is the most effective 

horizontal integration strategy when organization needs to increase customer satisfaction. 

This finding concurs with Kimotho (2018) who assessed the influence of mergers on the 

financial performance of banks listed on the Nairobi Securities Exchange and discovered 

that merges effective in enhancing customer service which led to a reduction of customer 

complaints and this improved the financial performance of the banks.  

Regarding whether, merger is the most effective horizontal integration strategy when 

organization need to enhance its market share, 66 (55.0%) of the respondents agreed that it 
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is the most effective horizontal integration strategy when organization need to enhance its 

market share, 42 (35%) strongly agreed with the statement, while 12 (10.0%) disagreed 

with the statement. This means that a majority of the respondents at 108 (90%) agreed that 

merger is the most effective horizontal integration strategy when organization needs to 

enhance its market share. This finding is consistent with Onotu and Yahaya (2016) who 

assessed the impact of mergers on the financial performance of Nigerian deposit money 

banks and found mergers were effective in improving the banks' market share and this had 

a favorable effect on their financial outcomes.  

Regarding whether merger is the most effective horizontal integration strategy when 

organization need to increase its revenue, 60 (50%) of the respondents agreed with the 

statement, 36 (30%) of the respondents strongly agreed with the statement, while 12 

(11.0%) of the respondents disagreed and another 12 (10%) were neutral in regard to the 

statement. This indicates that in overall, most of the respondents at 96(80%) of the 

respondents agreed that merger is the most effective horizontal integration strategy when 

organization need to increase its revenue. This finding agrees with Pawlak, et al. (2019) 

who noted that horizontal integration strategies such as mergers acquisitions, and takeovers 

are effective in improving the efficiency of a bank by creating synergy and revenue 

diversification, which ultimately increase the amount of revenue collected and improved 

financial performance. In overall, the study suggests that as horizontal integration strategy, 

mergers are effective in enhancing both customer satisfaction, market share and revenues 

of Stanbic Holdings Plc since most of the respondents were of this view. 
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Acquisition Strategy 

When asked to give their views on the level of agreement statement regarding the effect of 

acquisition on performance of Stanbic Holdings Plc, the respondents gave varied views as 

indicated in Table 4.7. 

Table 4.7: Acquisition Strategy Adopted by Stanbic Holdings 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

Acquisition is an effective 

horizontal integration 

strategy when an 

organization need to 

increase its customer 

satisfaction 

0 0 0 0 12 10 72 60 36 30 4.20 0.60 

Acquisition is an effective 

horizontal integration 

strategy when an 

organization need to 

enhance its market share 

0 0 0 0 6 5 66 55 48 40 4.25 0.89 

Acquisition is an effective 

horizontal integration 

strategy when an 

organization need to 

increase its revenue 

6 5 12 10 12 10 42 35 48 40 3.95 1.17 

 

In regard to whether acquisition is an effective horizontal integration strategy when an 

organization need to increase its customer satisfaction, 72 (60.0%) of the respondents 

strongly agreed with the statement, 36 (30.0%) agreed and 12 (10%) of the respondents had 

a moderate opinion. This implies a majority of the respondents at 108 (90%) agreed that 

acquisition is an effective horizontal integration strategy when an organization need to 

increase its customer satisfaction. The mean was 4.2, while the standard deviation was 0.6. 

The mean of 4.2 translates to a value of 4 in the Likert scale which corresponds to 

respondents agreeing implying that respondents agreed that acquisition is an effective 

horizontal integration strategy when organization needs to increase customer satisfaction. 

In other words, increase in customer satisfaction stabilized at the mean value of 4.2. The 
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standard deviation of 0.6 indicates that the respondents were less dispersed in their 

agreement to the statement and hence more affirmation on the acquisition strategy 

increasing customer satisfaction.  

Regarding to whether acquisition is an effective horizontal integration strategy when an 

organization need to enhance its market share, 66 (55.0%) of respondents strongly agreed 

with the statement, 48 (40%) strongly agreed with the statement, and 6 (5%) of the 

participants had a moderate opinion with the statement. This indicates that most of the 

respondents at 114 (95%) agreed that acquisition is an effective horizontal integration 

strategy when an organization need to enhance its market share. The standard deviation 

was 0.89 and the mean was 4.25. The mean of 4.25 translates to a value of 4 in the Likert 

scale (the measuring scale) which corresponds to agree implying that respondents agreed 

that acquisition is an effective horizontal integration strategy for enhancing the market 

share. The standard deviation of 0.89 which is less than 1 indicates that the respondents 

were concentrated on the mean of 4, where respondents agree to the statement. These 

findings are consistent with Faith and Agwu (2018) who noted banks must create horizontal 

integration strategies in order to penetrate new geographical markets and therefore broaden 

their market share. 

Regarding whether acquisition is an effective horizontal integration strategy when an 

organization need to increase its revenue, 48 (40.0%) of the participants strongly agreed 

with the statement, 42 (35.0%) agreed with the statement, 12 (10.0%) disagreed or had a 

moderate opinion with the statement, and 6 (5.0%) disagreed or had a moderate opinion 

with the statement. This means that most of the respondents at 90 (75%) agreed that 

acquisition is an effective horizontal integration strategy when an organization need to 

increase its revenue. The means was 3.95 and the standard deviation was 1.17. This 
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indicates that respondents were neutral almost approaching agreeing in the Likert scale (the 

measuring scale) on the statement that acquisition is an effective horizontal integration 

strategy for increasing revenue. The standard deviation of 1.17 being more than 1 (1.17>1) 

indicates that most respondents were dispersed between being moderate and agreeing on 

the statement that acquisition is an effective horizontal integration strategy for increasing 

revenue. 

These findings are consistent with Rockwood (2010) who found that as an horizontal 

integration strategy, acquisition is effective in increasing banks’ revenue since it provides 

economies of scale. In overall, the study suggests that as an horizontal integration strategy, 

acquisition is effective in enhancing both customer satisfaction, market share and revenues 

of Stanbic Holdings Plc since a majority of the respondents were of this view. 

Hostile Takeover 

This section sought the opinion of the respondents in regard to hostile takeover strategies 

adopted by Stanbic Holdings. 
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Table 4.8: Hostile Takeover Strategies Adopted by Stanbic Holdings 

 

The study sought to find out whether when a business needs to improve 

customer1satisfaction, hostile1takeover is a successful horizontal1integration approach. 

From the findings, 66 (55.0%) of respondents agreed with the statement, 24 (22%) of the 

respondents strongly agreed with the statement, 12 (10%) respondents disagreed or had a 

moderate opinion, while 6 (5%) of the participants strongly disagreed with the statement. 

It means that most of the respondents at 90 (77%) agreed that hostile1takeover is a 

successful horizontal1integration approach when a business wants to improve customer 

satisfaction.  The mean was 3.75 while the standard deviation was 1.05. This indicates that 

respondents were neutral almost approaching agreeing in the Likert scale (the measuring 

scale) on the statement that hostile takeover is an effective horizontal integration strategy 

for improving customer satisfaction. The standard deviation of 1.17 being more than 1 

(1.17>1) indicates that the respondents had varied opinions between being neutral and 

agreeing on the on the statement that hostile takeover is an effective horizontal integration 

strategy for improving customer satisfaction. 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

When a business needs to 

improve customer1satisfaction, 

hostile1takeover is a successful 

horizontal1integration 

approach. 

6 5 12 10 12 10 66 55 24 20 3.75 1.05 

When a company needs to 

increase its market1share, 

hostile takeover is a successful 

horizontal1integration 

approach. 

6 5 12 10 18 15 60 50 24 20 3.70 1.06 

When a company needs to 

generate more revenue, hostile 

takeover is a successful 

horizontal integration 

approach. 

6 5 6 5 18 15 66 55 24 20 3.80 0.98 
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  Further, the study assessed whether when a company needs to increase its market1share, 

hostile takeover is a successful horizontal1integration approach. The results show that 60 

(50%) of the respondents agreed with the statement, 24 (20%) strongly agreed with the 

statement, 18 (15.0%) were of the moderate opinion, 18 (15.0%) disagreed while 6 (5%) 

of the respondents strongly disagreed with the statement. The findings imply that most of 

the respondents at 84 (70%) agreed that hostile1takeover is a successful 

horizontal1integration approach when a business wants to increase its market share. The 

mean was 3.7 while the standard deviation was 1.06. This indicates that respondents were 

neutral almost approaching agreeing in the Likert scale (the measuring scale) on the 

statement that hostile takeover is an effective horizontal integration strategy for increasing 

market share. The standard deviation of 1.17 being slightly more than 1 (1.17>1) indicates 

that the most respondents were dispersed between being neutral and agreeing on the on 

the statement that hostile takeover is an effective horizontal integration strategy for 

increasing market share.  

 Further, the study examined whether when a company needs to generate more revenue, 

hostile takeover is a successful horizontal integration approach. From the results, 66 

(55%) of the respondents agreed with the statement, 24 (20%) of the respondents strongly 

agreed with the statement, 18 (15.0%) were of the moderate opinion, while 6 (5%) 

disagreed and strongly disagreed with the statement. The findings imply that most of the 

respondents at 90 (75%) agreed that hostile1takeover is a successful 

horizontal1integration approach when a bank wants to generate more revenue. The mean 

was 3.8 and the standard deviation at 0.98. The mean of 3.8 approaches agreeing in the 

Likert scale (the measuring scale) which corresponds to agreeing that hostile takeover is 

an effective horizontal integration strategy for increasing revenue. The standard deviation 

of 0.89 which is less than 1 indicates that the respondents were concentrated on the mean 
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of 3.8.  These findings align with those of Jenkinson and Mayer (2018) who found that 

hostile takeovers facilitate banks to generate greater revenue through improved 

operational efficiency. In overall, the study suggests that as a horizontal integration 

strategy, hostiles takeovers are effective in enhancing both customer satisfaction, market 

share and revenues of Stanbic Holdings Plc since most of the respondents were of this 

view. 

Measures of Performance 

The study sought to know the measures of performance used by Stanbic Holdings Plc and 

the findings are illustrated in Table 4.9. 

    Table 4.9: Measures of Performance Used 

Measure of performance Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Stanbic Holding Plc uses customer 

satisfaction levels as a measure of 

performance 

0 0 0 0 18 15 66 55 36 30 

Stanbic Holding Plc uses revenue 

growth as a measure of performance 

0 0 0 0 12 10. 70 58 38 32 

Stanbic Holding Plc uses growth in 

market share as a measure of 

performance 

0 0 0 0 6 5 75 63 36 
30 

 

Findings indicate that 66 (55%) of the respondents agreed that Stanbic Holding Plc used 

customer satisfaction levels as a measure of performance, 36 (30%) strongly agreed with 

the statement, while 18 (15%) remained neutral to the statement. This implies that most of 

the respondents at 102 (85%) of the respondents stated that Stanbic Holding Plc used 

customer satisfaction levels as a measure of performance. 

Further, 70 (58%) of the respondents agreed that Stanbic Holding Plc used revenue growth 

as a measure of performance, 38 (32%) strongly agreed with the statement, while 12 (10%) 

remained neutral to the statement. This implies that most of the respondents at 108 (90%) 

Daystar University Repository

Library Archives Copy



66 

 

of the respondents stated that Stanbic Holding Plc used revenue growth as a measure of 

performance. 

Similarly, 75 (63%) of the respondents agreed that Stanbic Holding Plc used growth in 

market share as a measure of performance, 36 (30%) strongly agreed with the statement, 

while 12 (10%) remained neutral to the statement. This implies that a majority of the 

respondents at 11 (93%) of the respondents stated that Stanbic Holding Plc used growth in 

market share as a measure of performance. 

Levels of Performance 

The researcher also sought to assess the level of organizational performance and Table 4.10 

presents the respondents agreement with statements regarding performance at Stanbic 

Holdings Plc. 

 Table 4.10: Organizational Performance at Stanbic Holdings Plc 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

Stanbic Holdings Plc has a 

long history of client 

satisfaction. 

0 0 0 0 18 15 66 55 36 30 4.15 0.66 

Stanbic Holdings Plc has a 

long history of client 

loyalty. 

0 0 0 0 12 10. 72 60 36 30 4.20 0.60 

Over1the years, Stanbic 

Holdings Plc has been1able 

to diversify1its goods and 

services. 

0 0 0 0 6 5 78 65 36 30 4.25 0.54 

 

Regarding whether Stanbic Holdings Plc had a long history of client satisfaction, 66 

(55.0%) of respondents agreed with the statement, 36 (30.0%) strongly agreed, while 18 

(15%) of the respondents were of moderate opinion. This indicates that most the 

respondents at 102 (85%) agreed that Stanbic Holdings Plc has a long history of client 

satisfaction. The mean was 4.15 while the standard deviation was 0.66. The mean of 4.8 in 
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the Likert scale (the measuring scale) which corresponds to agreeing to approach strongly 

agree that Stanbic Holdings Plc has a long history of client satisfaction. The standard 

deviation of 0.66 which is less than 1 indicates that the respondents were concentrated on 

the mean of 4.8.  This is a confirmation that there was a strong agreement that the bank had 

a long history of client satisfaction. These findings concur with Stanbic1Holdings 

Plc1Annual Report (2018) which indicated that due to Stanbic1Holdings’ long history of 

customer satisfaction, the bank has been successful in opening and effectively running 

branches both in Kenya and South Sudan. 

Regarding whether Stanbic Holdings Plc has a long history of client loyalty, 72 (60.0%) of 

the respondents agreed with the statement, 36 (30.0%) strongly agreed with the statement, 

while 12 (10.0%) respondents were of moderate opinion. This demonstrates that most of 

the respondents at 108 (90%) agreed that Stanbic Holdings Plc has a long history of client 

loyalty. This is consistent with Sabwami (2015) who noted that when bank customers are 

satisfied, favorable views are reinforced toward the bank resulting to customers remaining 

loyal to the bank.  The mean as presented in the above table is 4.2 while the standard 

deviation was 0.6. The mean of 4.2 in the Likert scale (the measuring scale) which 

corresponds to agree that Stanbic Holdings Plc has a long history of client loyalty. The 

standard deviation of 0.6 which is less than 1 indicates that the respondents were 

concentrated on the mean of 4.2 and thus inferring that there was agreement that Stanbic 

Holdings Plc has a long history of client loyalty.  

Further, the study sought to establish whether Stanbic Holdings Plc has been1able to 

diversify1its products and services. From the findings, 78 (65.0%) of the respondents 

agreed that over the years, Stanbic Holdings Plc has been able to diversify its products and 

services, 36 (30.0%) of the respondents strongly agreed with the statement, while 6 (5%) 
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respondents were of moderate opinion. This means that a majority of the respondents at 

114 (95%) agreed that Stanbic Holdings Plc has been1able to diversify1its products and 

services. The mean was 4.25 while the standard deviation was 0.54. The mean of 4.25 in 

the Likert scale (the measuring scale) which corresponds to agree that Stanbic Holdings Plc 

has been able to diversify its services. The standard deviation of 0.54 which is less than 1 

indicates that the respondents were concentrated on the mean of 4.25 and thus inferring that 

there was agreement that Stanbic Holdings Plc has been able to diversify its goods and 

services.  

Carton (2014) noted that to remain a head of the competition, banks need to improve their 

value by introducing new products and services and also diversifying into new locations 

and hence growth of the market share. In overall, the findings suggest that Stanbic Holdings 

Plc has a long history of customer satisfaction, customer loyalty and has been1able to 

diversify1its products and services since many of the respondents were of this view. 

 Effect of Horizontal Integration Strategies on Performance  

Table 4.11 presents the opinion of the respondents regarding their level of agreement with 

statements on the effect of horizontal integration strategies on performance at Stanbic 

Holdings Plc 
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Table 4.11: Horizontal Integration Strategies Effect on Organization Performance 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std  

dev 

Horizontal integration strategies 

have enhanced customer satisfaction 

which has in turn improved 

performance  

0  0 0 0 
18 15 66 55 36 30 

4.15 0.66 

Horizontal integration strategies 

have enhanced customer loyalty 

which has in turn improved 

performance  

 

0 

 

0 

 

0 

 

0 

 

 

30 

 

 

25 

 

 

66 

 

 

55 

 

 

24 

 

 

20 

 

3.95 

 

0.67 

Horizontal integration strategies 

have increased market share which 

has in turn improved performance  

0 0 
6 5 18 15 72 60 24 20 

3.90 0.89 

Horizontal integration strategies 

have enhanced diversification of its 

products and services which has in 

turn improved performance  

0 0 0 0 
24 20 60 50 36 30 

4.10 0.70 

Horizontal integration strategies 

have enhanced revenue growth 

which has in turn improved 

performance  

0 0 
6 5 18 15 66 55 30 25 

3.95 0.92 

Horizontal integration strategies 

have increased profitability  
0 0 0 0 

24 20 78 65 18 15 
3.95 0.59 

 

The study sought to assess whether horizontal integration strategies have enhanced 

customer satisfaction and in turn improving performance. Findings indicate that 66 (55 %) 

of the respondents agreed that horizontal integration strategies had enhanced customer 

satisfaction and in turn improving performance, 36 (30%) respondents strongly agreed with 

the statement, while 18 (15%) respondents had a moderate attitude. Based on the above 

responses, majority of the respondents at 102 (85%) agreed that horizontal integration 

strategies had enhanced customer satisfaction and this in turn improved performance. An 

agreement that horizontal integration strategies had improved customer satisfaction and 

performance is indicated by the mean of 4.15 and the standard deviation of 0.66. The mean 

was 4.15 in the Likert scale (the measuring scale) which corresponds to agree that 

horizontal integration strategies had improved customer satisfaction and performance. The 
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standard deviation of 0.66 which is less than 1 indicates that the respondents were 

concentrated on the mean of 4.15. 

These findings are consistent with those of McConnell and Nantell (2015) who found that 

horizontal integration approaches give a new potential for improving banks’ customer 

satisfaction levels through increased synergies and new products and services and this 

leads to increased sales and financial performance. 

Regarding whether horizontal integration strategies have enhanced customer loyalty which 

has in turn improved performance, 66 (55%) of respondents agreed with the statement, 24 

(20%) strongly agreed with the statement, 30 (25 %) had a moderate attitude. This implies 

that a majority of the respondents at 90 (75%) agreed that horizontal integration strategies 

enhanced customer loyalty which in turn improved performance. The mean was 3.95 while 

the standard deviation was 0.67. The mean was 3.95 in the Likert scale (the measuring 

scale) which corresponds to respondents being neutral, however approaching agree that 

horizontal integration strategies had improved customer satisfaction and performance. The 

standard deviation of 0.67 which is less than 1 indicates that the respondents were 

concentrated on the mean of 3.95. 

 These findings concur with Onotu and Yahaya (2016) who found that due to mergers and 

acquisitions, the satisfaction levels of customers in Nigerian Deposit Money banks 

increased. This was attributed to the introduction of new products and services and this 

significantly increased the financial outcomes.  

The study also examined whether horizontal integration strategies increased market share 

and in turn improved performance. Study results revealed that 72 (60.0%) agreed with the 

statement, 24 (32%) strongly agreed with the statement, 18 (15%) had a moderate opinion 

while 6 (5.0%) disagreed with the statement. This implies that most of the respondents at 
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96 (92%) agreed that horizontal integration strategies increased market share which in turn 

improved the bank’s performance. With a standard deviation being 0.89 and the mean at 

3.90. The mean was 3.90 in the Likert scale (the measuring scale) which corresponds to 

respondents being neutral, however approaching agree that horizontal integration strategies 

had grown the market share for the bank. The standard deviation of 0.89 which is less than 

1 indicates that the respondents were concentrated on the mean of 3.90. 

These findings are consistent with Barney and Dotson (2017) who found that horizontal 

integration strategies such as mergers, acquisitions, and hostile takeovers increase the 

market share of banks due to diversification and increased revenue and this leads to 

improved business performance. 

The study also assessed whether horizontal integration strategies had enhanced 

diversification of the bank’s products and services and in turn improving its performance. 

From the findings, 60 (50%) of the respondents agreed with the statement, 36 (30.0%) 

agreed and 24 (20%) respondents had a moderate opinion. This demonstrates that most of 

the respondents at 96 (80%) agreed that horizontal integration strategies had enhanced 

diversification of the bank’s products and services which in turn improved the bank’s 

performance.  The mean was 4.15 while the standard deviation was 0.66. The mean was 

4.15 in the Likert scale (the measuring scale) which corresponds to respondents agreeing 

that horizontal integration strategies had enhanced diversification of the bank’s products 

and services which in turn improved the bank’s performance. The standard deviation of 

0.89 which is less than 1 indicates that the respondents were concentrated on the mean of 

3.90.  These findings are in concurrence with Kumar and Sharma (2019) whose findings 

indicated that horizontal integration strategies enable organizations to diversify products 

and services which results in synergistic benefits such as operational efficiencies1and 

economies of scale that contribute to improved performance. 
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The study further sought to establish whether horizontal integration strategies had 

enhanced revenue growth and which has in turn improves performance. Based on the 

result, 66 (55.0 %) of the respondents agreed with the statement, 30 (25%) strongly agreed 

with the statement, 18 (15%) were of the moderate opinion, while 6 (5.0 %) disagreed 

with the statement. This means that most of the respondents at 96 (80%) agreed that 

horizontal integration strategies enhanced revenue growth, which in turn improved 

performance. The mean was 3.95 while the standard deviation was 0.92. The mean of 3.95 

in the Likert scale (the measuring scale) which corresponds to respondents remaining 

neutral approaching agreeing that horizontal integration strategies had led to revenue 

growth which in turn improved the bank’s performance. The standard deviation of 0.92 

which is less than 1 indicates that the respondents were concentrated on the mean. of 3.95. 

These findings concur with Mackey et al. (2017) who found that when financial 

institutions adopt horizontal integration strategies such as mergers and acquisitions, they 

grow their revenues and this results from the synergy created and efficiencies gained and 

this leads to improved performance.  

Similarly, the study examined whether horizontal integration strategies increased 

profitability. Results show that 78 (65.0%) of the respondents agreed with the statement, 

18 (15%) strongly agreed with the statement, while 24 (20%) of respondents expressed a 

moderate opinion. The mean was 3.95 while the standard deviation was 0.59. This 

indicates that most of the respondents at 96 (80%) agreed that horizontal integration 

techniques had increased profitability of the bank. The mean of 3.95 in the Likert scale 

(the measuring scale) which corresponds to respondents remaining neutral approaching 

agreeing that horizontal integration strategies had led to increase profitability. The 

standard deviation of 0.59 which is less than 1 indicates that the respondents were 

concentrated on the mean. 
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This agrees with Greve and Man Zhang (2017) who observed that mergers and 

acquisitions boost banks’ profitability by increasing market share. This is because, 

customers are pleased with new products and services and therefore they are more likely 

to repurchase and recommend the goods or services to others by word-of-mouth and this 

adds to customer loyalty that increases profitability. In overall, horizontal integration 

strategies had enhanced customer satisfaction and loyalty, enhanced market share, 

diversification of products and services, and revenue growth, all which improved the 

performance of Stanbic Holding Plc.   

Karl Pearson Correlation Analysis 

Inferential statistics in the form of Pearson correlation was used to analyze the relationship 

between the independent variables (mergers, acquisition and hostile takeover) and 

dependent variable (performance). Under Pearson correlation, a positive correlation 

implies an increase in one variable leads to an increase in the other. Whereas a negative 

Pearson correlation infers that as one variable decreases the other increases. This is 

important because the researcher is able to tell whether horizontal integration strategies 

improve performance (positive correlation) or reduces performance (negative correlation). 

The correlation coefficient ‘r’ ranges from -1 to +1, with -1 indicating a negatives 

correlation, +1 indicating a positive correlation, and 0 indicating no correlation at all. A p 

value which is less or equal to 0.05 is statistically significant and indicates a strong 

correlation, while a p value which is more than 0.05 means that no effect was observed or 

no relationship between the variables being tested. The results are presented in Table 4.12.  
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  Table 4. 12: Correlation between Horizontal Integration and Performance 

 

The findings on Table 4.12 show that mergers and performance of Stanbic Holdings Plc 

had a positive correlation (r=0.393, p=0.000). This implies that mergers at Stanbic Holdings 

Plc resulted to an improvement in the bank’s performance. This is because mergers enable 

banks to obtain or maintain a significant competitive advantage in terms of efficiencies, 

customer satisfaction and revenue growth over their competitors (Rothaermel's, 2016). 

 On the other hand, acquisition and performance had positive correlation (r=0.277, 

p=0.005) indicating that the acquisition positively impacted the performance of the bank. 

This finding is consistent with Onotu and Yahaya (2016) who assessed the relationship 

between mergers and acquisitions on the financial performance of Nigerian Deposit Money 

Banks. The study found that acquisitions positive correlated with the performance of the 

banks in terms of increased market share output and cost reductions which had a favorable 

effect on their financial outcomes. 

 Similarly, there was a positive correlation between hostile takeover and performance of 

the bank as depicted (r=0.440, p=0.000). This finding implies that adoption of hostile 

takeover by Stanbic Holdings Plc resulted to improvement on its performance. These 

findings concur with Hirshleifer and Titman's (2017) who found a positive correlation 

  merger acquisition 

hostile 

takeover performance 

merger 

Pearson 

Correlation 1 .479** .271** .393** 

 Sig. (2-tailed) 0 0.006 0 

 N  120 120 120 

acquisition Pearson Correlation 1 0.173 .277** 

 Sig. (2-tailed)  0.082 0.005 

 N   120 120 

hostile 

takeover Pearson Correlation  1 .440** 

 Sig. (2-tailed)   0 

 N    120 
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between hostile takeovers and performance in terms of improved market efficiency, 

increasing revenue, and enhancing customer growth through customer satisfaction. 

In overall, adoption of the three horizontal integration strategies led to an improvement in 

Stanbic Holdings Plc’s performance since both had a positive correlation. This concurs 

with Ngaru (2016) who indicated that effective horizontal integration should result in 

improved performance. This is because horizontal integration strategies improve firm 

efficiency by creating synergy and risk and revenue diversification. 

Organizational Culture 

The study also sought to assess the impact of organizational culture as a moderating 

variable on the relationship between horizontal integration techniques and organizational 

performance. Table 4.13 presents the findings. 
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Table 4. 13: Moderating Effect of Organizational Culture on Performance 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

  

The core values have an 

impact on the horizontal 

integration strategy's 

execution, which has an 

impact1on organizational 

performance. 

0 0 0 0 30 25 66 55 24 20 3.95 0.67 

Adapting culture has an 

impact on the horizontal 

integration strategy's 

execution, which has an 

impact on1organizational 

performance. 

0 0 6 5 18 15 66 55 30 25 3.95 0.92 

Cultural diversity has an 

impact on the horizontal 

integration strategy's 

execution, which has an 

impact on organizational 

performance. 

0 0 0 0 18 15 72 60 30 25 4.10 0.63 

Inability to establish strong 

cultural values has an impact 

on the horizontal integration 

strategy's execution, which 

in turn has an impact on 

organizational performance. 

6 5 0 0 24 20 54 45 36 30 3.95 0.98 

 

In regard to the assertion that core values have an impact on the horizontal integration 

strategy's execution and this in turn impacts1on organizational performance, 66 (55%) of 

respondents agreed with the statement, 30 (25%) moderately agreed, while 24 (20%) 

strongly agreed. This means that all the respondents (100%) agreed that core values have 

an impact on the horizontal integration strategy's execution and this in turn impacts1on 

organizational performance. These findings support Bello's (2012) findings that 

organizational culture inspires organizational employees to be dedicated to the 

organization's values and beliefs, resulting in a sense of unity among employees and as a 

result, improved organizational performance. 
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The study assessed whether adapting culture has an impact on the horizontal integration 

strategy's execution and in turn1organizational performance. The result findings showed 

that 66 (55%) of the respondents agreed with the statement, 30 (25%) of respondents 

strongly agreed, 18 (15%) moderately agreed with the statement, while 6 (5%) disagreed 

with the statement. This means that 114 (95%) of the respondents agreed that adapting 

culture has an impact on the horizontal integration strategy's execution and in 

turn1organizational performance. This is consistent with Kaufman (2012) found that an 

organization's culture had an influence on how bank employees conduct themselves in 

order to achieve performance goals. 

On whether cultural diversity has an impact on the horizontal integration strategy's 

execution and in turn organizational performance, 72 (60%) of respondents agreed with 

the statement, 30 (25%) strongly agreed, while 18 (15 %) moderately agreed with the 

statement. This indicates that all (100%) agreed that cultural diversity has an impact on 

the horizontal integration strategy's execution and in turn organizational performance. 

This is in concurrence with Kotter (2016) who found that cultural diversity brings in the 

business the synergy and abilities which is the driving force behind every horizontal 

integration approach and this has the ability to improve its performance. 

Regarding whether the inability to establish strong cultural values has an impact on the 

horizontal integration strategy's execution and in turn organizational performance, 54 

(45.0 %) of the respondents agreed with the statement, 36 (30.0%) strongly agreed, 24 

(20%) moderately agreed, while 6 (5.0%) strongly disagreed with the statement. This 

demonstrates that a majority of the respondents at 114 (95%) agreed that inability to 

establish strong cultural values had an impact on the horizontal integration strategy's 

execution and in turn bank performance. This is consistent with Majidi (2015) who stated 

that business organizations may fail to achieve their performance targets on using a 
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horizontal integration approach if they fail to establish and institutionalize strong cultural 

values that guide employee conduct (Majidi, 2015). In overall, organizational culture as a 

moderating variable influenced the relationship between horizontal integration techniques 

and organizational performance. 

Regulatory Authorities 

The following statements on the moderating influence of regulatory authorities (CAK & 

CBK) on horizontal integration techniques on organizational performance were given to 

respondents to assess their level of agreement. The results are presented in Table 4.14. 

Table 4.14: Moderating Effect of Regulatory Authorities on Performance 

Statement Strongly 

Disagree 

Disagree Neutral  Agree Strongly 

agree 

Mean Std 

dev 

The legal and legislative 

frameworks in Kenya have an 

impact on the horizontal integration 

strategy's execution, which in turn 

has an1impact on organizational 

performance. 

0 0 0 0 18 15 72 60 30 25 4.10 0.63 

The legislative and statutory rules 

in Kenya have an impact on the 

horizontal integration strategy's 

execution, which in1turn has an 

impact on organizational 

performance. 

12 10 0 0 18 15 72 60 18 15 3.70 1.06 

Kenya's legislative and regulatory 

frameworks for horizontal 

integration techniques are flexible, 

which has an impact on 

organizational effectiveness. 

0 0 0 0 18 15 72 60 30 25 4.10 0.63 

Horizontal integration strategy 

regulations safeguard company 

secrecy, which has an impact on 

organizational effectiveness. 

6 5 0 0 18 15 72 60 24 20 3.90 0.89 

The approval deadlines for 

horizontal integration plans are well 

defined, which has an impact on 

organizational performance. 

6 5 0 0 18 15 60 50 36 30 4.00 0.95 

 

The study sought to establish whether legal and legislative framework in Kenya has an 

impact on the horizontal integration strategy's execution and in turn on organizational 

Daystar University Repository

Library Archives Copy



79 

 

performance. From the results, 72 (60%) of the respondents agreed with the statement, 30 

(25%) moderately agreed with the statement, while 18 (15%) strongly agreed. This 

demonstrates that most of the respondents at 102 (85%) were of the view that legal and 

legislative framework in Kenya has an impact on the horizontal integration strategy's 

execution and in turn on organizational performance. The mean was 4.10 while the 

standard deviation was 0.63. The mean of 4.10 in the Likert scale (the measuring scale) 

which corresponds to respondents agreeing that the legal and legislative framework in 

Kenya has an impact on the horizontal integration strategy's execution and in turn on 

organizational performance. The standard deviation of 0.63 which is less than 1 indicates 

that the respondents were concentrated on the mean, an indication that there was an 

agreement that the legal and legislative framework in Kenya has an impact on the 

horizontal integration strategy's execution, which in turn has an impact on organizational 

performance.  

The researcher also assessed whether the legislative and statutory rules in Kenya have an 

impact on the horizontal integration strategy's execution an in1turn on organizational 

performance. The study revealed that 72 (60%) respondents agreed with the statement, 18 

(15%) moderately agreed with the statement and another 18 (15%) strongly agreed with 

the statement, while 12 (10%) strongly disagreed. This indicates that most of the 

respondents at 102 (85%) agreed that the legislative and statutory rules in Kenya have an 

impact on the horizontal integration strategy's execution an in1turn on organizational 

performance. The mean was reported at 3.70, while the standard deviation was 1.63. The 

mean of 3.7 in the Likert scale (the measuring scale) which corresponds to respondents 

remaining neutral approaching agreeing that the legislative and statutory rules in Kenya 

have an impact on the horizontal integration strategy's execution an in1turn on 
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organizational performance. The standard deviation of 1.63 which is more than 1 indicates 

that the respondents’ opinions were dispersed from the mean.   

Similarly, the study sought to know whether Kenya's legislative and regulatory 

frameworks for horizontal integration techniques are flexible and has an impact on 

organizational effectiveness. Results revealed that 72 (60%) of the respondents agreed 

with the statement, 30 (25.0%) strongly agreed, while 18 (15%) moderately agreed with 

the statement. This means that all (100%) of the respondents agreed that Kenya's 

legislative and regulatory frameworks for horizontal integration techniques are flexible 

and has an impact on organizational effectiveness. The mean was 4.10 while the standard 

deviation was 0.63. The mean was reported at 4.10 in the Likert scale (the measuring 

scale) which corresponds to respondents agreeing that Kenya's legislative and regulatory 

frameworks for horizontal integration techniques are flexible and has an impact on 

organizational effectiveness. The standard deviation of 0.63 which is less than 1 indicates 

that the respondents’ opinions were concentrated on the mean, an indication that Kenya's 

legislative and regulatory frameworks for horizontal integration techniques is flexible, 

which has an impact on organizational effectiveness. This is consistent with Ngaru (2016) 

who indicated that the flexibility of the legislative and regulatory frameworks in Kenya is 

crucial in facilitating organization effectiveness and performance. 

Regarding whether horizontal integration strategy regulations safeguard company 

secrecy, and in turn impact on organizational effectiveness, 72 (60%) of the respondents 

agreed with the statement, 24 (20%) strongly agreed, 18 (15%) moderately agreed, while 

6 (5%) respondents strongly disagreed with the statement. This demonstrates that 114 

(95%) of the respondents agreed that horizontal integration strategy regulations safeguard 

company secrecy, and in turn impact on organizational effectiveness.   The mean was 3.90 

while the standard deviation was 0.89. The mean of 3.90 in the Likert scale (the measuring 
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scale) which corresponds to respondents being neutral approaching agreeing that 

horizontal integration strategy regulations safeguard company secrecy, and in turn impact 

on organizational effectiveness. The standard deviation of 0.89 which is less than 1 

indicates that the respondents’ opinions were concentrated on the mean, an agreement that 

horizontal integration strategy regulations safeguard company secrecy, which has an 

impact on organizational effectiveness.  

The study equally sought to understand whether approval deadlines for horizontal 

integration plans were well defined and this had an impact on organizational performance. 

The results of the study showed that 60(50%) of the respondents agreed with the statement, 

36 (30.0%) strongly agreed with the statement, 18 (15%) moderately agreed, while 6 (5%) 

strongly disagreed with the statement. This means that majority of the respondents at 114 

(95%) were of the view that approval deadlines for horizontal integration plans were well 

defined and this had an impact on organizational performance. The mean was 4.00 and the 

standard deviation of 0.96. The mean of 4.00 in the Likert scale (the measuring scale) which 

corresponds to respondents agreeing that approval deadlines for horizontal integration 

plans were well defined and this had an impact on organizational performance. The 

standard deviation of 0.96 which is less than 1 indicates that the respondents’ opinions were 

concentrated on the mean. In overall, the regulatory authorities as a moderating variable 

influenced the relationship between horizontal integration techniques and organizational 

performance.   
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Summary of Key Findings 

The study made the following key findings: 

The first objective was to identify the horizontal integration strategies adopted by Stanbic 

Holdings Plc. In this regard, the study found that a majority of the respondents at 90 (75%) 

stated that as a horizontal integration strategy, acquisition was adopted by Stanbic Holdings 

Plc. Further, 90 (75%) of the respondents indicated that as a horizontal integration strategy, 

hostile1takeover was adopted by Stanbic Holdings Plc. Similarly, 90 (75%) of the 

respondents indicated that hostile1takeover was a horizontal1integration approach used by 

Stanbic Holdings Plc. 

The second objective sought to establish the measures of organizational performance used 

by Stanbic Holdings Plc. In this regard, 102 (85%) of the respondents indicated that 

customer satisfaction was used as a measure of performance, 108 (90%) stated that growth 

in revenue was used as a measure of performance and 111 (93%) of the respondents stated 

that increased market share was used as a measure of performance. 

The third objective assessed the relationship between horizontal integration strategy and 

organizational performance. Descriptive results showed that horizontal integration 

strategies had enhanced customer satisfaction and loyalty and increased market and all 

these led to improved financial performance. Inferential statistics indicated that there was 

a positive relationship between mergers strategy and performance at Stanbic Holdings Plc 

with a correlation coefficient of 0.393 and a p value of 0.000. The study also showed a 

positive relationship between Stanbic Holdings Plc acquisitions strategy and its 

performance as evidenced by a positive correlation coefficient of 0.277 and a p value of 

0.005. The study also made a finding that there was a positive correlation between hostile 
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takeover and Stanbic Holdings Plc performance as evidenced by the correlation coefficient 

of 0.440 with a significant p-value of 0.00 which was less than 0.05.  

Summary  

This chapter has given the research findings in detail as the respondents provided, 

summarizing and presenting the data in a manner that can be understood. Descriptive 

statistics in form of frequencies, percentages, mean and standard deviation were used to 

organize data which was presented in tables and figures in accordance to the study 

objectives. The study also employed Pearson correlation to determine the relationship 

between the independent and dependent variables. This culminated in the presentation of a 

summary of key findings. The analyzed data forms the basis on which chapter five will be 

presented providing discussions, conclusions and recommendations including areas for 

future research. 
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CHAPTER FIVE 

DISCUSSIONS, CONCLUSIONS, AND RECOMMENDATIONS 

Introduction 

This chapter presents a discussion of research findings in relation to the research 

objectives. The objectives of the study include: to identify the horizontal integration 

strategy adopted by Stanbic Holdings Plc, to establish the measures of organizational 

performance used by Stanbic Holdings Plc and to assess the relationship between 

horizontal integration strategy and organizational performance of Stanbic Holdings Plc. 

The chapter further presents conclusions, recommendations and areas for further research 

based on the findings. 

Discussions of Key Findings 

 

Horizontal Integration Strategy Adopted by Stanbic Holdings Plc 

 

The first objective was to identify the horizontal integration strategies adopted by Stanbic 

Holdings Plc. In regard, a majority of the respondents at 90 (75%) were in agreement that 

as an horizontal integration strategy, acquisition was adopted by Stanbic Holdings Plc. This 

was at standard deviation of 1.17 and a mean of 3.95. Further, the majority of respondents 

at 90 (75%) agreed that as a horizontal integration strategy, hostile1takeover was adopted 

by Stanbic Holdings Plc. This was at mean of 3.8 and the standard deviation at 0.98. 

Similarly, a majority of the respondents at 96 (80%) of the respondents were in agreement 

that as an horizontal integration strategy, merger was adopted by Stanbic Holding Plc.  

It is noteworthy that Stanbic Holdings Plc had adopted the three horizontal integration 

strategies as indicated majority of the respondents. These findings are consistent with 
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Onotu and Yahaya (2016) who in their study found that Nigerian Deposit Money Banks 

had adopted the three horizontal integration strategies. The findings are also in agreement 

with Kaol (2017) who found that Kenya commercial banks had adopted all the three 

horizontal integration strategies. Given the stiff competition facing banks, adoption of 

horizontal integration strategies is used as a marketing strategy that helps them to enter new 

markets by leveraging economies of scale, strengthening market power over distributors 

and suppliers, and enhancing product differentiation (Evens & Donders, 2016).  

The competition in the operating environment makes the adoption of these horizontal 

integration strategies unavoidable since the they provide banks with the competitive 

advantage they badly need against competitors (Blackwell, 2018).  Through these 

strategies, banks become more effective in their operations and as a result, the banks benefit 

from increased economies of scale (Abdulazeez &Yahaya, 2016). Horizontal integration 

provides the competitive advantage by increasing the market share, diversifying into a 

similar product or service category, establishing synergy, extending up or down the supply 

chain, receiving cutting-edge expertise for new product growth, and diversifying risk by 

extending up or down the supply chain (Bratton & Gold, 2014). 

On his part, Rothaemel (2017) noted that mergers enable banks to gain or achieve a strong 

competitive advantage over its competitors since they enhance their market share. Also, 

Inkpen (2016) indicated that acquisition promotes access to a wider customer base while 

reducing competition. Acquisition can also be used enhance market share in banking 

industry. This assertion concurs with Datta (2017) who found that acquisition helps in 

reducing organizational costs and overheads through shared marketing budgets, increased 

purchasing power and lower costs.  
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Statistical evidence has also shown that hostile takeovers are effective when an 

organization needs to increase its customer, satisfaction, market share or increase sales 

revenue (Yadav & Kumar, 2015). Equally, Lowenstein (2017) stated that hostile takeovers 

are efficient mechanisms to improve the company’s strategic position, exploit synergy 

gains and exercise corporate control.  

Measures of Organizational Performance at Stanbic Holdings Plc 

The second objective sought to establish the measures of organizational performance used 

by Stanbic Holdings Plc. In this regard, 102 (85%) of the respondents indicated that 

customer satisfaction was used as a measure of performance, 108 (90%) stated that growth 

in revenue was used as a measure of performance and 111 (93%) of the respondents stated 

that increased market share was used as a measure of performance.  

These findings is in agreement with Karatepe (2017) who found that commercial banks in 

Kenya used customer1satisfaction as a measure of performance in terms of the1quality of 

banking1services (product), service quality, customer interaction, price factors, and 

meeting1or exceeding1customers' expectations, as well as the usage of goods and 

services. Customers become disappointed when a bank's output falls short of their 

expectations. The customer is happy if the result meets their needs. Service quality, 

loyalty, repurchase conduct, and confidence are some of the measurable indicators of 

customer satisfaction. Consumer satisfaction is often linked to two fundamental 

properties, namely 1the customer's1assessment of the product's quality and his assessment 

of the contact experience1he or she has had with the product supplier (Gray &1Boshoff, 

2016). Customer happiness, which contributes to retention and loyalty, increases revenues 

by decreasing the costs of attracting new customers1 (Karatepe, 2017). 
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The findings further agree with Onotu and Yahaya (2016) who found that the satisfaction 

levels of customers in Nigerian Deposit Money increased due to the adoption of horizontal 

integration strategies. This was attributed to the introduction of new products and services 

and this significantly increased the financial outcomes. Customer loyalty and good quality 

service often help improve repeat buying and market share. The happiness of customers 

adds to customer loyalty that increases profitability. Acquisition expenses of customers are 

considerably greater than retention costs. One of the foundations of customer loyalty is 

service quality (Angelova & Zekiri, 2017). 

Further, 111 (93%) of the respondents stated that increased market was used as a measure 

of performance. These findings agree with Barney and Dotson (2017) who found that 

increase in market share was used to measure banks’ performance. A company's1market 

share is the1percentage of1overall revenue in a1sector or market that1it earns for a given 

time span (Buzzell, Gale & Sultan, 2005). Market share is used as a1determinant of 

profitability, with the expectation that companies would achieve a larger market share and 

improve their profitability as a result of their increased productivity (Goldman & Hino, 

2015). A larger market share gives the bank greater leverage over the rates and services it 

provides to its customers and the larger a bank's market share, the more leverage it has over 

its prices1and services (Jarvis & Mayo, 2016).  

Since market share is also related to profitability, many companies aim to maximize their 

profits in relation to their rivals (Kindstrom, 2016). This measure is used to assess the size 

of a firm against its competitors (Blundell, 1Griffith & Van Reenen, 12019). An increase 

in market share will allow a company to expand and increase profitability in its operations. 

Companies are steadily trying to grow their market share and the size of the entire market 

by drawing on wider demographics, cheaper costs and publicity (Goldman1& Hino, 2015). 
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Also, 108 (90%) of the respondents agreed that revenue growth was a measure of 

performance used by Stanbic Holdings Plc. These findings concur with Mackey et al. 

(2017) who stated that there is growth in revenue when financial institutions adopt 

horizontal integration strategies and this results from the synergy created and efficiencies 

gained and leading to improved performance.  

Revenue1growth can be thought of as the method of enhancing a market success indicator 

(Schumann, Ransley1& Prestwood, 2015). Revenue1growth may be due to a rise in product 

costs, the sale of more goods, or a combination of the two. Revenue growth as a result of 

price increases could be due to inflation adjustment rather than real revenue1growth, but if 

prices stay low, it will lead to real revenue growth (Christensen1& Gordon, 2019). 

Increases in the number of goods sold indicate market growth, which may be due to regional 

expansion, the opening of new1branches, or the addition of new products and services 

(Ghosh, 1Gu & Jain, 2017).  

Revenue growth is an important measure of the corporate1health and success of all profit-

oriented ventures, not just commercial banks. This revenue growth measure is vital to a 

bank's shareholders and depositors, who are the bank's most significant stakeholders (Hoti, 

Nuhiu & Bektashi, 2017). As revenue increases, profitability rises, and companies have the 

opportunity to reward their shareholders with substantial investment returns, but when 

revenue falls, the company is unable to cope. 

The Relationship between Horizontal Integration Strategies and Performance 

Descriptive results show that horizontal integration strategies had enhanced customer 

satisfaction which has in turn improved performance at Stanbic Holdings Plc. These 

findings concur with study findings by McConnell and Nantell, (2015) that horizontal 

integration strategy provides fresh opportunities towards enhancing the firm’s competitive 
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edge, efficiency in operation, and financial performance, thus increasing value of a 

shareholder. 

The study also established that horizontal integration strategies had enhanced customer 

loyalty which has in turn improved performance at Stanbic Holdings Plc. These findings 

support the study findings by Pawlak and Kołodziejczak (2019) that horizontal integration 

strategy may as well allow the company discover profoundly fresh paths of combination of 

resources and therefore open fresh opportunities for growth for the company which are 

diverse from the ones pursued previously. 

Further, results show that horizontal integration strategies have increased market share 

which has in turn improved performance at Stanbic Holdings Plc. These findings concur 

with study findings by Barney and Dotson (2017) that horizontal integration strategy 

through mergers, acquisitions and hostile takeover enhance performance of firms through 

creation of synergy and diversification of risk and revenue.  Also, horizontal integration 

strategies have enhanced diversification of its products and services which has in turn 

improved performance at Stanbic Holdings Plc. These findings concur with study findings 

by Kumar and Sharma (2019) that horizontal integration strategy enable firms establish a 

symbiotic relation in which the past companies before the merger, acquisition and hostile 

takeover had a strength. 

The studies revealed that horizontal integration strategies had enhanced revenue growth 

which has in turn improved performance at Stanbic Holdings Plc. These findings concur 

with study findings by Haag and Simon, (2019) that the success of any Horizontal 

integration strategy depends on its planning and execution.  

Inferential statistics showed a correlation factor of 0.423 which is indicative of a positive 

relationship between mergers strategy and performance of Stanbic Holdings Plc. The study 
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also showed a positive relationship between Stanbic Holdings Plc acquisitions strategy and 

its performance as evidenced by a correlation coefficient of 0.438 and a significant p value 

of 0.00. The study also made a finding that there was a positive link between hostile 

takeover and Stanbic Holdings Plc performance as evidenced by the correlation value of 

0.456 with a significant value of 0 which was less than 0.05. These findings concur with 

Mackey, Barney and Dotson (2017) who noted that horizontal integration strategies such 

as mergers, acquisitions, and hostile takeovers improve firm efficiency by creating synergy 

and risk and revenue diversification leading to improved performance.  

Similarly, the findings are consistent with Kimani et al. (2016) who found that the 

implementation of a horizontal integration approach influences a statistically1significant 

positive influence on an organization's competitive advantage1of commercial banks and as 

a result, organizational performance is improved in terms of revenue growth and hence 

profitability. According to Ngaru (2016), there is a link between horizontal integration 

strategy and cost savings in operations. This is due to the cost advantage that occurs when 

organizations employ a horizontal integration approach to achieve the same advantages as 

rivals at a lower cost leading to improved financial performance. 

Haag and Simon (2019) also found a positive relationship between banks’ market share and 

the use of a horizontal integration strategy. There was also a connection between horizontal 

integration strategy and the quality of products and services. This is was attributed to the 

fact that when businesses merge, acquire, or take over another company, their products and 

services become more efficient in the short and long term, allowing them to be more 

customer centered and therefore this leads to an increase in customer satisfaction, increased 

market share, and revenue growth. 
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Conclusion 

Based on the findings, this study concludes that Stanbic Holdings Plc had adopted various 

horizontal integration strategies, such as mergers, acquisition and hostile takeover 

strategies.  This means that the horizontal integration strategies, Stanbic Holdings gained 

strong competitive advantage over its competitors through enhanced economies of scale 

that were not achievable through organic growth, and this led to increased revenue, 

enhanced efficiency, and lessened competition. 

The study concludes that customer satisfaction, revenue growth and market share at Stanbic 

Holdings Plc had increased due to adoption of the horizontal integration strategies. 

Customer satisfaction for example reinforces positive attitudes toward the brand, leading 

to a greater likelihood that the consumer will repurchase the same brand. This leads to 

increased retention of customers and loyalty which consequently improved profitability 

mainly by reducing costs incurred in acquiring new customers. 

The study concluded that horizontal integration strategies had enhanced diversification of 

organization products and services which had in turn improved performance at Stanbic 

Holdings Plc. Horizontal integration strategies had enhanced customer loyalty which in 

turn improved performance at Stanbic Holdings Plc and horizontal integration strategy 

enabled firms establish a synergetic relationship in which the both companies before the 

merger, acquisition and hostile takeover benefited from the integration. Horizontal 

integration strategy are vital vehicles that can be used to gain competitive advantage. 

The study further concludes that indeed, horizontal integration strategies had a relationship 

with the performance of Stanbic Holdings Plc. This is indicated by the positive correlation, 

coefficients and p values which were less than 0.05, that is they were statistically 
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significant. In overall, this means that increase in adoption of horizontal integration 

strategies improved financial performance at Stanbic Holdings Plc. 

 

Recommendations   

Based on the study findings, there is need for financial institution to continually adopt 

horizontal integration strategies. This will help banks reducing competition, production 

costs.  Increasing other synergies such as marketing, increase product differentiation, 

access new markets, and create economies of scale and economies of scope. 

Banks must establish strong measures of e benchmarking that evaluate effectiveness of 

horizontal integration strategies adopted on performance. This will help banks in 

identifying gaps in performance and determine which areas can be improved, such 

measures are also helpful in developing a standard set of processes, they can also help in 

creating a transparent culture and encourage continuous improvement which all help to 

monitor performance expectations. 

In implementing horizontal integration strategies, banks must be guided by a strong market 

analysis to avoid instances that may lead to failure. Banks should establish and strengthen 

existing associations and integrate horizontally on the basis of their perceived gains terms 

of enlacing client base, economies of scale and market competitiveness.   

Recommendation for Further Research 

This study sought to analyze effect of horizontal integration strategy on performance of 

commercial banks in Kenya, a case of Stanbic Holdings Plc. Future studies may assess the 

effect of conglomerate integration and vertical integration strategy on performance of non-

financial firms in Kenya. 
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APPENDICES 

Appendix A: Letter of Introduction 

 

Aidah N. Irungu 

P.O Box 231 -00202 

Nairobi. Kenya 

 

Dear Respondent: 

 

RE: RESEARCH QUESTIONNAIRE 

 

I am a graduate student pursuing a master’s degree in Business1Administration at 

Daystar1University. I am conducting research on the EFFECT OF1HORIZONTAL 

INTEGRATION STRATEGY ON PERFORMANCE OF1COMMERCIAL BANKS IN 

KENYA: A CASE OF STANBIC HOLDINGS PLC as part of my program's requirements. 

This study seeks to explore horizontal integration strategies and how they affect the 

performance of the above stated bank. 

To do so, you've been requested to complete a questionnaire as part of an academic study. 

The information1obtained will be used solely for research purposes and1will remain 

confidential. 1The results of the poll will be given in summary form, with no personal or 

corporate information revealed. 

Thank you for taking part in this survey. 
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Appendix B: Questionnaire 

The purpose of this questionnaire is to assess the impact of a horizontal integration strategy 

on commercial bank performance in Kenya, using Stanbic Holdings Plc as an example. 

Only employees in the operations, strategy, finance, and accounting departments are 

eligible to complete the survey. 

SECTION A: DEMOGRAPHIC INFORMATION 

Instructions: Kindly respond to the following questions by checking on the appropriate box. 

Kindly indicate your gender.   

        1= Male                   2= Female  

What is1your age1bracket?  

  1= 20-301years        2= 31-401years       3=141-50 years         4= Above 50years 

What is your highest1Education level?  

 1=1Diploma       2= Bachelor’s1Degree           3= Postgraduate  

  4 =Other…………… 

For how long have you worked in your organization?  

  1=less than 1-year        2= 1 to-3 years         3= 4 to 6years         4=7 to 91years   

5= 10 years and1above 
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Section B: The Horizontal Integration Strategy 

Which1horizontal integration1strategy has your organization1adopted 

………………………………………………………………………………………………

………………………………………………………………………………………………

……………………………………………………………………………….. 

Please mark whether you agree1or disagree with the following assertions about Stanbic 

Holdings Plc's horizontal integration strategy by ticking the appropriate box in the relevant 

column. On a five-point scale, rate: 5=strongly agree, 4=agree, 3=neutral, 2=disagree, 

1=strongly disagree 

 

Mergers 

Sentiments 5 4 3 2 1 

When a company needs to improve customer happiness, a 

merger is the most successful horizontal integration method. 

     

When a company needs to increase its market share, the most 

successful horizontal integration method is a merger 

     

When a company needs to expand its revenue, the most 

successful horizontal integration approach is a merger. 

     

 

Acquisition 

Statement 
5 4 3 2 1 

When a company needs to improve its customer happiness, 

acquisition is the most successful horizontal integration method. 

     

When a company has to increase its market share, acquisition is 

the most successful horizontal integration approach. 

     

When a company needs to grow its revenue, acquisition is the 

most successful horizontal integration approach. 
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Hostile Takeover  

Statement 
5 4 3 2 1 

When a business needs to improve customer satisfaction, hostile 

takeover is the most successful horizontal integration approach. 

     

When a company needs to increase its market share, hostile 

takeover is the most successful horizontal integration approach. 

     

When a company needs to generate revenue, hostile takeover is 

the most successful horizontal integration approach. 

     

 

Section D: Organizational Performance 

This section seeks to establish the performance measures used by Stanbic Holdings Plc. 

Kindly indicate the extent to you agree with the following statements regarding the 

performance measures used (Key: 5=strongly agree, 4=agree, 3=neutral, 2=disagree, 

1=strongly disagree) 

 

Performance 1 2 3 4 5 

Stanbic Holding Plc uses customer satisfaction levels as a measure 

of performance 

     

Stanbic Holding Plc uses revenue growth as a measure of 

performance  

     

Stanbic Holding Plc uses growth in market share as a measure of 

performance 

     

 

Please mark whether you agree1or disagree with the following assertions about Stanbic 

Holdings Plc's organizational performance by ticking the appropriate box in the relevant 

column. On a five-point scale, rate: 5=strongly agree, 4=agree, 3=neutral, 2=disagree, 

1=strongly disagree 
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 5 4 3 2 1 

Stanbic Holdings Plc has a long history of client satisfaction. 
     

Stanbic Holdings Plc has a long history of client loyalty.  
    

Over the1years, Stanbic Holdings1Plc has been able to 

diversify1its goods and services. 

     

 

Section E: Effect of Horizontal Integration Strategies on Performance  

Please check the box in the relevant column if you agree with the following statement on 

the effect of horizontal integration strategies on performance. On a five-point scale, rate: 

5=strongly agree, 4=agree, 3=neutral, 2=disagree, 1=strongly disagree 

 5 4 3 2 1 

Customer satisfaction has increased as a result of 

horizontal integration techniques, which has boosted 

performance 

     

Customer loyalty has increased as a result of horizontal 

integration techniques, which has boosted performance 

     

Horizontal integration techniques have enhanced 

performance by increasing market share 

     

Horizontal integration techniques have increased 

product and service diversification, resulting in greater 

performance 

     

Revenue growth has increased as a result of horizontal 

integration techniques, which has boosted performance 

     

Profitability has grown as a result of horizontal 

integration techniques 
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Section F: Organizational Culture 

Please mark your agreement with the following statement on the moderating influence of 

cultural integration on horizontal integration techniques on organizational performance by 

checking the box in the appropriate column. On a five-point scale, rate: 5=strongly agree, 

4=agree, 3=neutral, 2=disagree, 1=strongly disagree 

 5 4 3 2 1 

The core values have an impact on the horizontal 

integration strategy's execution, which has an impact on 

organizational performance. 

     

Adapting culture has an impact on the horizontal 

integration strategy's execution, which has an impact on 

organizational performance. 

     

Cultural diversity has an impact on the horizontal 

integration strategy's execution, which has an impact on 

organizational performance. 

     

Positive attitude toward work influences the execution 

of the horizontal integration approach, which affects 

organizational performance. 

     

Inability to establish strong cultural values has an impact 

on the horizontal integration strategy's execution, which 

in turn has an impact on organizational performance. 

     

Section G: Regulatory Authorities 

Please check the box in the relevant column if you agree with the following statement on 

horizontal integration techniques' moderating influence on organizational performance. On 

a five-point scale, rate: 1=strongly disagree, 5=strongly agree, 4=agree, 3=neutral, 

2=disagree, 5=strongly disagree 

 5 4 3 2 1 

The legal and legislative frameworks in Kenya have an 

impact on the horizontal integration strategy's execution, 

which in turn has an impact on organizational 

performance. 
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The legislative and statutory rules in Kenya have an 

impact on the horizontal integration strategy's execution, 

which in turn has an impact on organizational 

performance. 

     

Kenya's legislative and regulatory frameworks for 

horizontal integration techniques are flexible, which has 

an impact on organizational effectiveness. 

     

Horizontal integration strategy regulations safeguard 

company secrecy, which has an impact on organizational 

effectiveness. 

     

The approval deadlines for horizontal integration plans 

are well defined, which has an impact on organizational 

performance. 

     

 

Thank you for your time and participation.  
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Appendix C: Ethical Clearance 
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Appendix D: Research Permit 
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