
  

 

MIDLANDS STATE UNIVERSITY 

 

FACULTY OF COMMERCE 

DEPARTMENT OF ACCOUNTING 

AN tINVESTIGATION tOF tTHE tEFFECTS tOF tMERGERS tAND 

tACQUSATIONS tON tFINANCIAL tPERFOMANCE. tA tCASE tOF 

tINSURANCE tCOMPANIES tIN tZIMBABWE. 

A tRESEARCH tBY: tDAVID tMASHINGAIDZE tKAMKOYO 

STUDENT tNUMBER: tR1610706B 

DISSERTATION tSUBMITTED tTO tMIDLANDS tSTATE tUNIVERSITY tIN tPARTIAL 

tFULFILMENT tOF tTHE tREQUIREMENTS tFOR tTHE tBACHELOR tOF tCOMMERCE 

tACCOUNTING tHONORS tDEGREE. 

HARARE tJULY t2020 

 



i 

 

RELEASE FORM 

NAME tOF tSTUDENT: David Mashingaidze Kamkoyo 

DISSERTATION tTITLE: An investigation of theteffects of Mergers and Acquisitions 

ton financial performance. A case of insurance companies 

tin Zimbabwe 

DEGREE tTITLE:  Bachelor tof tCommerce tAccounting tHonors tDegree. 

YEAR:   2020 

Permission tis thereby tgranted tto tthe tMidlands tState tUniversity tLibrary tto tproduce 

tcopies tof tthis tproject tfor tscholarly tor tscientific tresearch tpurposes tonly. tThe tauthor 

treserves tpublication trights tand tthe tmaterial tmay tnot tbe treproduced twithout tthe 

tauthor’s texpress twritten tpermission. 

SIGNED................................................................................................................................... 

DATE....................................................................................................................................... 

  



ii 

 

CUT tBusiness tschool 

APPROVAL FORM 

The tundersigned tcertify tthat tthey thave tread tand trecommended tto tthe tMidlands tState 

tUniversity, tfor tacceptance tof ta tdissertation tentitled, tAn tinvestigation tof tthe teffects 

tof tMergers tand tAcquisitions ton tfinancial tperformance. tA tcase tof tinsurance 

tcompanies tin tZimbabwe. tSubmitted tby tDavid tMashingaidze tKamkoyo tin tpartial 

tfulfilment tof tthe trequirements tfor tthe tBachelor tof tCommerce tAccounting tHonors 

tDegree. 

…… 

Name tof tSupervisor 

……………………………………… 

Signature 

……………………………………… 

Date 

  



iii 

 

CUT tBusiness tschool 

DECLARATION 

I tDavid tMashingaidze tKamkoyo tdeclare tthat tthis tBachelor tof tCommerce tAccounting 

tHonors tDegree tstudy tis tmy town teffort tand tis ta ttrue treflection tof tresearch texecuted 

tby tme. tThis tresearch tin tfull tor tpart tthereof thas tnot tbeen tsubmitted tfor texamination 

tfor tany tdegree tat tany tother tuniversity/institution. 

No tpart tof tthis tdissertation tmay tbe treproduced, tstored tin tany tretrieval tsystem, tor 

ttransmitted tin tany tform, tor tby tany tmeans t(e.g. telectronic, tmechanical, tphotocopying, 

trecording tor totherwise) twithout tthe tprior texpress tpermission tof tme tthe tauthor, tor 

tMidlands tState tUniversity ton tmy tbehalf. t 

I tDavid tMashingaidze tKamkoyo tgrant tMidlands tState tUniversity tpermission tto 

treproduce tthis tdissertation tin twhole tor tin tpart, tin tany tmanner tor tformat, twhich 

tMidlands tState tUniversity tmay tdeem tfit. 

David tMashingaidze tKamkoyo t 

Name tof tStudent 

……………………………………… 

Signature 

……………………………………… 

Date 



iv 

 

DEDICATION 

This tdissertation tis tdedicated tto tall tthe tCOVID-19 tvictims, tmay ttheir tsouls trest tin 

teternal tpeace. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



v 

 

CUT tBusiness tschool 

ACKNOWLEDGEMENTS 

Am tgrateful tto tAlmighty tGod tfor tenabling tme tto tcarry tout tmy tresearch tand 

tsuccessfully tcomplete tthis tresearch. 

My tfirst tand tsincere tgratitude tshould tgo tto tmy tresearch tsupervisor tMs tNyazema, 

twhose tadvice tand tacademic texcellence thelped tme tto tshape tthis tdissertation tto tthe 

tstandard tit tis tpresented. 

Also, tI twould tlike tto tacknowledge tthe tsupport tI treceived tfrom tmy tfamily. tThey 

thave tbeen ta tsource tof tinspiration tand temotionally tthroughout tmy tacademic tyears. 

tMay tthe tAlmighty tGod tbless tthem tfor ttheir tencouragement. 

  



vi 

 

ABSTRACT 

With tmergers tand tacquisitions tbecoming tone tof tthe tideal tstrategies twhich thas tbeen 

tutilised tby tinvestors. tThe tmain taim tof tthis tresearch twas tto tinvestigate tthe teffects tof 

tmergers tand tacquisitions ton tfinancial tperformance tof tZimbabwean tinsurance 

tcompanies. tThe tobjective tof tthe tstudy twas tto; tto tevaluate tthe tfeasibility tof tmergers 

tas ta tstrategy tto tmeet tstatutory tcapital trequirements; tto tevaluate tthe tfinancial tposition 

tof tthe tinsurance tcompanies tbefore tand tafter tmergers; tto tinvestigate tif tthese 

tinsurance tcompanies thave tgrown tand tsurvived tthrough tmergers; tand tto tidentify tif 

twhether tprofitability tof tinsurance tcompanies tin tZimbabwe thas tgrown tfollowing 

tmergers. tThe tmajor ttheories tthat tguided tthe tstudy tinclude tthe tEat tor tbe tEaten” 

ttheory tof tmergers tand tthe tAgency ttheory. tThe tstudy tmade tuse tof t ta tdescriptive 

tresearch tdesign tand tquantitative tdata. t tThe tresearch tfindings tindicated tthat tthe 

temployees tof tinsurances tcompanies tin tZimbabwe twere taware tof tthe tmergers tand 

tacquisitions toccurring twithin tthe tsector. t tThe tmajor treasons tfor tmergers tincludes; 

tmeeting tthe tstatutory tminimum trequirement tfor tcapital, taccumulate tand tenjoy 

teconomies tof tscale, tanticipation tof tcost tsynergies tand tstrategically tmanaging tthe 

tindustrial tindependence. tThe tstudy talso tfound tthat tMergers tand tAcquisitions 

tcontributed tpositively tto tthe tprofitability tof tinsurance tfirms tin tZimbabwe. tThe tstudy 

trecommends tthat tManagement tof tinsurance tfirms tneed tto timplement tprograms tand 

tpolicies twhich tfacilitate tknowledge tand tskills tsharing twithin tthe tgroup tto tenhance 

tcompetitive tpower tand tthat tcompanies tspecifically tthe tinsurance tfirms tin tZimbabwe 

tneed tto tembark ton teffective tcost tmanagement tpolicies twhich tcreates tcost tsynergies 

tsuch tas tinventory tmanagement 
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Financial tperformance t tA tfirm’s tfinancial tperformance tis ta tmeasure tof thow twell ta 

tfirm tuses tits tassets tfrom tits tcore toperations tand tgenerates 

trevenues tover ta tgiven tperiod tof ttime. 

Net tProfit tMargin t t tThis trefers tto tthe tnet tprofit tgenerated tby tthe torganisation 

tafter ttaxes tand tinterests thave tbeen tdeducted tfrom tthe tgross 

tprofit. tIn tsimple tterms, tit tis tthe tprofit tgained tby tthe 

torganisation tfrom tall tthe tphrases tof tthe tventure. 

Merger t  A tmerger tis ta tprocess twhere ttwo tpreviously tautonomous 

tcompanies tcombine tto tform ta tlarger tcompany tunder tthe 

tcommon tcontrol tof ta tnew tcompany tcomprising tof tall tor ta 

tsubstantial tnumber tof tthe tshareholders tof tboth tcompanies. T 

Insurance  A system under which the insurer, for a consideration usually agreed 

upon in advance, promises to reimburse the insured or to render 

services to the insured in the event that certain accidental occurrences 

result in losses during a given period. 
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CHAPTER I 

INTRODUCTION 

1.0. Introduction 

The tstudy taims tto tinvestigate  tthe teffects tof tMergers tand tAcquisitions ton tfinancial tperformance 

tusing ta tcase tof tinsurance tcompanies tin tZimbabwe. tThis tchapter tpresents tbackground tof tthe 

tstudy, tproblem tstatement, tresearch tobjective, tresearch tquestions, tand tsignificance tof tstudy, 

tscope tof tstudy, tlimitations tof tthe tstudy and the summary. 

1.1 Background of the Study 

In tthe tpresent tglobalized tworld tinvestments tplay ta tkey trole, thence tinvestors thave treconsidered 

ttheir tpositions tand tstrategies ton tthe tmarket. tMergers tand tacquisitions thave tbecome tone tof tthe 

tideal tstrategies twhich thas tbeen tutilised tby tinvestors tlately tand tthisishown tin tthe tincrease tin 

trelated tliterature. tAchim t(2018) tconducted ta tthorough tliterature treview tin trelation tto tarticles 

tpublished tbetween t2015 tand t2018 twithin tthe tmergers tand tacquisition tfield. tThe tstatistics tfrom 

tthe treview tshows tthat tarticles tpublished tin t2015 tand t2016 twas t206 tand t323 trespectively tand 

tfurther tin tthe tyear t2017 tand t2018, t339 tand t403 tarticles twere tpublished tshowing ta tgradual 

tincrease tannually. tAmong tthese tpublished tarticles, tChaudhary t(2016), tAik tet tal., t(2015), tGao, 

tZ. t(2015), tAl-Hroot t(2016) tand tHarwood t(2016) twere twith tthe tview tthat tmergers tand 

tacquisitions timprove tcorporate tperformance, tby tjoining tskills tand tresources tthe torganisation 

twill tbecome tmore tcompetitive ton tthe tmarket. t 

Contrary tto tMakaza tet t.al t(2015), tUgwuanyi t(2015) tand tNasieku tand tJoseph. t(2016) tin ttheir 

tstudies tfound tadverse timpact tof tMergers tand tacquisitions ton torganisation’s tperformance, tmajor 

treasons tbeing, tthe treactions tof tcustomers tand temployees ton tnewly tformed tcompany. tIn ta 

tdifferent tview, tresults tfrom tstudy tconducted tby tLai t(2015) tand tYanan t(2016) tshows tthat 

tmergers tand tacquisition thave tno teffects ton tcorporate tperformance tand tthey tdid tnot tcreate tany 

tvalue. tThe tabove tmentioned tscholars tshow tdiverse tin tresearch tfindings, thence tit tis tin tthe tbest 

tinterest tof tthis tstudy tto tinvestigate tthe teffects tof tMergers tand tAcquisitions ton tfinancial 

tperformance tof tZimbabwean tinsurance tcompanies. t 
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There tis ta tquite tnumber tof tmergers twitnessed twithin tthe tinsurances tsector tin tZimbabwe tsince 

2000. tIn t2009, tthe tInsurance tand tPension tCommission t(IPEC) tset tthe tminimum trequirement tfor 

tcapital tat tUS$ t300 t000, tfollowing tthis tdevelopment tthe tinsurance tmarket twas treeling tunder 

trecapitalisation tchallenges. tSeveral tmergers twere twitnessed tbetween t2009 tand t2011 tin tthe 

tinsurance tsector tin tseeking tto tmeet tthe tminimum tcapital trequirement. tThese tmergers tinclude 

tthat tof tLion tof tZimbabwe tand tZimnat tInsurance tCompany twhich toccur tin t2010, tGeneral 

tAccident tInsurance tand tCommercial tUnion tInsurance twhich twas twitnessed tin t2011. tAlso tin 

t2011, tDiamond tInsurance tCompany tmerged twith tNational tInsurance tCompany tbearing ta 

tdistinct tname, tNicoz tDiamond tInsurance tCompany. tClosure tof tsome tinsurances tcompanies twas 

twitnessed tfollowing tthe tfailure tto tmeet tstatutory trequirements ton tcapital tstructure, tnamely 

tGallant tInsurance tCompany tand tAgricultural tInsurance tCompany. 

Further ton, tIPEC tincreased tthe tminimum tcapital trequirement tto tUS$ t3 tmillion tin tthe tyear 

t2012. tIn tseeking tto tgrow torganically tand treach tcapital trequirements tstipulated tby tthe tregulator, 

tinsurers tstrive tto tcreate tcompetitive tadvantages tby treducing trates twhich tresulted tin tprice twar. 

tMergers talso tbecome tstrategy tand tthis twitnessed ton tthe tcombining tof tStrategies tInsurance 

tCompany tand tOrion tInsurance tto tform tAltfin tInsurance tCompany tin t2013. tCGU tand tR tM 

tInsurance talso tmerged tin tthe tsame tyear t2013. tPrior tto tthis, tin t2013 tIPEC tannounced 

tcancellation tof teighteen tregistration tcertificates tas ta tresult tof tfailure tto tmeet trequired tminimum 

tcapital tand tpaying tout tits tclaims. tThe tclosed tcompanies ton tthis tdate tincluded; tSuremed 

tHealth, tBrownstone tInsurance tCompany, tJupiter tInsurance, tSFG tand tHorizon tinsurance 

tcompany. 

In t2015, tAIG tmerged twith tZimnat tLion tto tform tZimnat tand tit tis tnoted tas tone tof tthe tbiggest 

tinsurance tfirms tin tZimbabwe. tThere twas tan tacquisition tthat toccurred tin t2016 twere tFBC 

tHoldings tacquired t49.2% tof tEagle tInsurance. tIn t2015, tall tinsurance tcompanies trecorded ta 

tgross tpremiums tof tUS$ t110 tmillion tresulting tin ta tdrastic tdecline tby t40.5% tcomparing twith 

tUS$ t185 tmillion tof t2012. tThe tstatutory tcapital trequirement tbecome ta tdriving tforce tpushing 

tinsurance tcompanies tto tstrive tto texpand tits tmarket tshare tby treducing trates, thowever tit 

timpacted tnegatively ton tthe teconomic tgrowth tof tthe tsector. tIn tseeking tto tremedy tthis, tthe 

tregulator tstipulated ta tminimum trate tto tbe tadopted tby tthe tmarket tas ta twhole. tClosure tof tmany 

tinsurances tcompanies twas twitnessed tfollowing tthe tfailure tto tmeet tstatutory trequirements ton 

tcapital tstructure. t 
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The tthreshold tfor tminimum tcapital trequirement twas tset tat t$7.5 tmillion tas tat t2018 tby tIPEC 

twhich tshows tan tincrease tfrom t$3 tmillion tof t2012. tThe tIPEC turged tinsurance tcompanies tto 

tconsider tmergers tas ta tway tof tmeeting tthe trevised tminimum tcapital trequirements tamid 

tindications ta tnumber tof tplayers twho tdid tnot tmeet tthe tJanuary t2018 tdeadline. tIn tthe tsame 

tyear tFMHL tacquired tand t100% tstake tin tNicoz-Diamond, thence tthis tacquisition tresulted tin 

toperations tof tFMHL’s tsubsidiary, tTICL twhich tis ta tshort tterm tinsurance tcompany tmerger 

tcreating ta tsingle tshort-term tinsurance tbusiness twith tNicoz tDamond. tIn tthe tsame tyear, tSFG 

tclosed tfollowing tfailure tto tcomply twith tthe tminimum tcapital trequirement tand tat tthis tmoment 

tit trecorded tand tsolvency tratio tof t97.96%. tThe tregulator, tIPEC, tencouraged tinsurers tto tengage 

tin tmergers tactivities tvoluntarily, tthis tcan tbe tillustrated tby tthe ttable t1.1 tbelow. 

Table t1.1 Statistics of insurance companies in Zimbabwe t 

Insurances companies combined Company formed Year of 

merger 

Year of 

closure 

Lion tof tZimbabwe tand tZimnat tInsurance tCompany Zimnat tLion t 2010 - 

General tAccident tInsurance tand tCommercial tUnion t SFG 2011 2013 

Diamond tInsurance tCompany tand tNational tInsurance 

t 

Nicoz tDiamond t 2011 - 

Strategies tInsurance tCompany tand tOrion tInsurance Altfin tInsurance t 2013 2016 

CGU tand tR tM tInsurance  2013 2017 

AIG tand tZimnat tLion Zimnat t 2015 - 

Suremed tHealth, tBrownstone tInsurance tCompany,  2013 2015 

Jupiter tInsurance tand tSFG t  2013 2015 
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FBC tinsurance tand tEagle tInsurance t FBC tInsurance 2016 - 

TICL tand tNicoz tDiamond  2018 - 

(Source: twww.zimstatistics.co.zw) 

The ttable t1.1 tshows tstatistics ton tinsurance tcompanies twhich tmerged tin tthe tperiod tbetween 

t2010 tand t2018. tThe tmergers toccurred twithin tthe tinsurance tcompanies tin tseeking tto tenhance 

tfinancial tperformance tas twell tmeeting tstatutory trequirement tof tminimum tcapital. tThe tmergers 

twere tsuccessfully tdone, thowever tafter tfew tyears tof tmergers tthese tcompanies tare tnoted tto 

tclose. tAccording tto tthe ttable t50%, tthus t5 tout tof t10 tmerged tfirms tnoted tto tclose tafter tfew 

tyear tof toperating. tIt tis tin tthe tbest tinterest tof tthis tstudy tto tinvestigate tthe teffects tof tmergers 

tand tacquisition ton tfinancial tperformance twhich tresulted tin tclosure tof tfirms. tThe tstudy talso 

tseek tto tassess tif tthese tmerged tfirms twere table tto tidentify tand tutilize tbenefits twhich tare 

tbrought tby tmergers tand tacquisition. t 

Nasieku tand tJoseph t(2016) tsuggested tfor tmergers tas tfeasible tstrategy tfor tgrowth tand tsurvival 

tif torganic tgrowth tfailed. tMakaza tet tal. t(2015) tstated tthat tpoor tfinancial tperformance tpushed 

tinsurance tcompanies tto tcontinuously tseeking tways tof tgrowing torganically, tcompetition tlevels 

twere tnoted tto tbe tincreasing tfollowing tthis tdevelopment tas tfirms twere tcompeting tover tthis 

tlittle tbusiness tin tthe tmarket. tDuring tthis tera, tprice treduction tbecome tideal tin tcreating 

tcompetitive tadvantages tresulting tin tlower tpremiums tbeing trecorded tannually tand tInsurance tand 

tPensions tCommission t(IPEC) tdesigned ta tminimum tpremium trates tin tseeking tmaintain tthe 

tinsurance tsector tafloat. tThe tparamount tobjective tof tmergers tand tacquisitions twas tto tmeet 

tIPEC trequirement tof tcapital tthreshold, tstiff tcompletion tresulting tin tprice twar twas trecorded tto 

tbe tone tof tthe tmajor treasons tof tclosure tby tmany tinsurers. tThe tpoor tmanagement tof tmergers 

tand tacquisition tin trelation tto tculture tchange, tinefficiency tdue tto tcomplex tnew torganizational 

tstructure tis tstated tas tother tfactors tresulting tin tfailure tof tmergers tin tthe tinsurance tsector 

t(Makaza tet tal., t2015). t 

1.2 Statement of problem 

It tis tessential tto tstudy tthe teffects tthat tmergers tand tacquisitions thave ton tfinancial tperformance 

tof tcorporate torganization. tRather tthan tbeing tused tas tstrategic ttool tin tmeeting tminimum 
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trequirement tby tIPEC.tIt tis timportant tto testablish tits timpact ton tfinancial tperformance. tMakaza 

tet tal. t(2015) tin ttheir tstudy tdiscovered tthat tmergers tand tacquisitions twere tnot tfavourable 

twithin tthe tZimbabwean tinsurance tsector tand tthey twere tabolishing tfirms’ tvalue tdue tto tpoor 

tfinancial tperformance tyielded. tBy tanalysing tthe tfinancial tperformance tof tinsurance tcompanies 

tin tthe tpre tand tpost-merger tand tacquisition tperiod twill tdetermine tits teffects ton tability tof tthese 

tfirms tto tmeet ttheir tshort tterm tobligations. tIf tthe tproblem tleft tunaddressed tmore tclosure tof 

tfirms twill tbe trecorded twithin tthe tinsurance tsector twhich twill tresult tin tmonopoly, thence 

tcustomers twill ttend tto tsuffer tfrom tbargaining tpower. tThe tstudy talso tseek tto tassess tif tthese 

tmerged tfirm twere table tto tidentify tand tutilize tbenefits twhich tare tbrought tmergers tand 

tacquisition. t 

1.3 Aim of the Study 

 To tinvestigate tthe teffects tof tmergers tand tacquisitions ton tfinancial tperformance tof 

tZimbabwean tinsurance tcompanies. t 

1.4 The Secondary Objectives 

1. To tivestigate tthe tfeasibility tof tmergers tas ta tstrategy tto tmeet tstatutory tcapital 

trequirements. t t 

2. To tevaluate tthe tfinancial tposition tof tthe tinsurance tcompanies tbefore tand tafter 

tmergers. t 

3. To tinvestigate tif tthese tinsurance tcompanies thave tgrown tand tsurvived tthrough 

tmergers. t 

4. To tassess tif twhether tprofitability tof t tinsurance tcompanies tin tZimbabwe thas tgrown 

tfollowing tmergers. 

1.5 The Research Questions 

The tresearch tquestions twere tdesigned tin tseeking tto taccomplish tresearch tobjectives tsince tthese 

ttypical tquestions twill talso tbe tused tin tthe tconstruction tof tresearch tinstruments tof tthis tstudy. 

tThe tresearch tquestions tare tas tfollows: t 

1. Are tmergers ta tfeasible tstrategy tfor tZimbabwean tinsurance tcompanies tin tmeeting 

tstatutory tcapital trequirements? t 
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2. What tare tthe tfinancial tpositions tof tthe tinsurance tcompanies tbefore tand tafter 

tmergers? 

3. Have tinsurance tcompanies tin tZimbabwe tgrown tand tsurvived tthrough tmergers? t 

4. What thas tbeen tthe tprofitability tlevel tof tinsurance tcompanies tin tZimbabwe tas tresult 

tof tmergers tand tacquisitions? t 

1.6 Delimitations 

1.6.1 Geographical scope 

The tstudy tis tgoing tto tbe tconducted tusing tsample tpopulation tconstructed tfrom tinsurance 

tcompanies tin tHarare tto tfacilitate tthe tongoing tresearch. 

1.6.2 Time scope 

The tresearch tfocused ton tdata twhich tis trelated tto tthe tperiod tfrom t2010 tto t2019. tThis tperiod 

tenables tthe tresearcher tto tevaluate tthe tfinancial tperformance tof tthe tinsurers tin tboth tpre tand 

tpost-merger tperiod. t 

1.7 Significance of the Study 

1.7.1 To the insurance companies 

This tstudy topens tup tnew tareas tfor tfurther tresearch ton tthe teffectiveness tof tmergers tas tstrategic 

tinterventions tin tinsurance tindustry tof tZimbabwe. tIt tis tthe tresearcher’s tconviction tthat tthis 

tresearch tcreates tother tresearchable tgaps twhich tare tworthy tfurther tinvestigation tand tevaluation. 

1.7.2 To the researcher 

The tresearch twill tbe tof tmore tbeneficial tto tthe tresearcher tas tit tequips thim twith tresearch tskills 

twhich tform tthe tbasis tof tresearch tcareer tsince tthe tresearch tis tbeing tsupervised tby ta 

tprofessional. t t 

1.8 Limitations 

 Senior tmanagement tand tbusiness tunit tmanagers tmay toverrate tthe tbusiness tbenefits 

tachieved tfrom tthe tmergers tand tacquisition. tHowever tin ttrying tto tmitigate tthis, 

tinterviewing tof tmultiple tinformants tat teach tcompany tmay tassist tin tminimizing tthis 

teffect. t 
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 The treliability tof tthose ttargeted tas respondents teg, tbusiness tmanagers’ tperceptions. 

 One tmight tencounter tuncooperative trespondents. 

1.9 Chapter Summary 

Chapter tone thas tpresented tthe tfundamental tsubject tproblem twhich tis tto testablish tthe 

teffectiveness tof tmergers tas tstrategic tintervention tfor tinsurance tindustry tof tZimbabwe. tThe 

tproblem tstatement thas talso tbeen tgiven tto tindicate tclearly tthe tgap tin tknowledge. tThe 

tintroductory tchapter thas tprovided tresearch tobjectives tand tquestions, tsignificance tand tlimitations 

tof ttstudy.tThe tnext tchapter twill tbe tfocusing ton tliterature treview trelated tto tthe ttopic tand tthe 

tresearch tproblem. 
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CHAPTER II 

LITERATURE REVIEW 

2.0 Introduction 

The tchapter tcomprises tof tvarious ttheoretical tfindings tand tideas ton tresults tof tmergers tand 

tacquisition tglobally. tThese tideas tand ttheoretical tfindings twere tcollected tfrom tthe twork tof 

tvarious tauthors. tThe tconvergence tand tdivergence tin tscholars’ tideas twill tbe tdiscussed tin tthe 

tchapter. tLiterature treview twill tfocus ton tthe texamination tof trelevant tinformation tcollected tfrom 

tjournals, tdissertations, tcompany tarticles tand tbooks. tThe tstudy tcontains ttheoretical, tempirical 

tand tconceptual tframeworks. t 

2.1 Conceptual framework 

When tmeasuring tfinancial tperformance, tvarious tvariables tshould tbe tadopted. Return ton tassets 

tassesses tthe tdegree ton thow tmanagers toperate tcompany’s tresources tfor tthe tpurpose tof 

tgenerating tprofit. tThe tsecond tvariable tin tthis tresearch tis tthe treturn ton tequity. tIt tcan tbe 

treferred tto tas tthe tfinancial tratio t(Mboroto, t2013). tThe tpurpose tof treturn ton tequity tvariable tis 

tto tindicate ttotal tprofit tmade tby ta tfirm tin tcomparison twith tthe ttotal tsum tof tshareholder tequity 

tcontributed. tAnother tvariable tis tthe tearning tper tshare. tWilkinson t(2013) tdefined tearning tper 

tshare tas tthe tprofit tof ta tfirm tshared tout tto teach toutstanding tshare tof tcommon tstock tand 

tindicates tfirm’s tprofitability. tThe tnet tprofit tmargin tis tthe tlast tvariable. tIt tfocused ton tthe tprofit 

tof tthe torganisation tand tmoney tgenerated tfrom tthe tsales trevenue tand tit tincludes tcost tof 

toperation t(Wilkinson t2013) 
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Figure t2.1: tConceptual tFramework t 

 

Source: tAuthors town tdevelopment tbased ton tvarious treadings 

2.1.1 Return on Equity 

Return ton tequity tis tthe tbest tvariable tthat tinvestors tconsider twhen tmeasuring tfinancial 

tperformance. tHigh treturn ton tequity tindicates tthat ta tfirm tis tcapable tof tproducing tliquidity 

tinternally. tThe treturn ton tequity tcan tbe tdescribed tby tas tthe tration tof tincome tdivided tby tthe 

ttotal tequity tcapital tafter tall ttax tdeduction thas tbeen tdone t(Khrawish t2011). tThis tmeasurement 

ttool treflects thow teffective ta tcompany tis tmanaging tfunds tof tthe tshareholders. t tNaba tand tChen 

t(2014) tpointed tout tthat tthe tmain tdisadvantage tof tthe tvariable tis tthat tit tis tflexible; tthey teasily 

tadapt tto tfinancial tinstabilities tand tcan tadjust tto tthe tprevailing tmarket tsituation. tROE tratio 

tillustrates tprofits tmade tby tan torganisation tby tshowing tthe tnet tprofit tincluding tthe 

tshareholder’s tnormal tvalue tMishkin t(2006). t 

2.1.2 Net Profit Margin 

This trefers tto tthe tnet tprofit tgenerated tby tthe torganisation tafter ttaxes tand tinterests thave tbeen 

tdeducted tfrom tthe tgross tprofit. tIn tsimple tterms, tit tis tthe tprofit tgained tby tthe torganisation 

tfrom tall tthe tphrases tof tthe tventure. tThomson t(2011), tZollo tand tKerrigan t(2012), tLi tand tPan 

t(2013) tstated tthat ta tfirm twith tconsistently thigh tnet tprofit tindicates tthat tthe tfirm twith tone tor 

tmore tcompetitive tadvantages tto ttheir tcompetitors tprovide tthe tfirm ta tcushion tin tthe tevent tof 

tdownturns, tTacit tthat tthe tvalue tof tthe tcombined tfirm twill tincrease tby tdoing tmerger tand 

tacquisition trather tthan toperating tindividually. t t t 
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2.1.3 Earning per Share 

The tEarning tper tshare tis tregarded tas tthe tmost tpowerful tmeasuring ttool tfor tinvestment tanalysis, 

t(Black, tWright tand tDavis t2011). tIt twas tnoted tthat tcompanies tthat tsave tits tEPS trather tthan 

tthem tas tdividends tincur thigher tEPS. tThis twill tenable tthem tto tboost tthe tfirm’s tcapital 

tstructure twithout tending tup tin tdebts tand tthis twill ttherefore tleads tto tan tincrease tin tassets twith 

thigher tearning tand tgreater tEPS. tChatfield, tDalbor, t& tWillie t(2008) tstated tthat tshareholder 

tvalue tfor tany tfirm tis tstrongly tinfluenced tby tanalysis tappraisals tfor tfirm’s tfuture tearnings tper 

tshare t(EPS). t 

2.2 Theoretical review 

This tstudy tfocused ton tthree ttheories twhich twere tused tin tdata tcollection tnamely; tfirms 

tconcentration ttheory, t“Eat tor tbe tEaten” ttheory tof tmergers tand tagency ttheory. tThese ttheories 

tare tdiscussed tin tdetail tbelow. t 

2.2.1 “Eat or be Eaten” theory of mergers 

This ttheory twas tpropounded tby tGorton, tKahl tand tRosen t(2005) tand twas ttermed t“Eat tor tbe 

tEaten.” tThis twas tthe tto taddress tvarious tmerger twaves tthat twere texperienced tin tthe t1960’s tup 

tto tlate t1990’s tin tUnited tState. t tThe tEat tand tBe tEaten ttheory tor tframework twas tproposed tby 

tcombining tthe telements tof tneoclassical tand tbehavioural ttheories. tThe tshortcomings tof tthese 

ttwo ttheories tcreated tthe tneed tfor ta tmore tadvanced ttheory. tBasically, ta tmodel tof tdefensive 

tand tacquisitions ttheory tis tpresented tby tthe tEat tor tBe tEaten ttheory. tThe ttheory tproposed tthat 

twhen tan torganisation tremains tindependent tmergers tand tacquisition tcan toccur trather tthan twhen 

tit tis tacquired. tAccording tto tthis ttheory, tchances tof tan torganisation tbeing tacquired tcan tbe 

treduced tby tacquiring tanother tfirm tthus tincreasing tthe tsize tof ta tfirm. t 

Gorton tet tal t(2005) tstipulates tthat ta tfirm tis tnot table tto tacquire ta tlarger tfirm tthan titself, tit 

tcan tbe thowever tconcluded tthat tthe tfirm tcan tbe treducing tits tchances tof tbeing tacquired tby tan 

tacquiring tfirm tsmaller tthan tit. t tThere tis ta tdecrease tin tthe tnumber tof tpotential tacquirers twhen 

tthe tsize tof ta tfirm tis tincreased. tThe treason tbehind tthe trise tof tmerger twaves tis tthe 

texternalities tthat tare tinvolved tin tthe tdefensive tmergers. tGorton tet t.al t(2005) tobserved tthat 

tacquisitions tdecisions tcan tbe teasily taffected tby tmanagerial tself-interest. tThey tfurther tstated tthat 

tmanagers tin tsome tcase tmake tdefensive tmergers twith tthe taim tto tprotect ttheir tjobs tat ttheir 
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tshareholders’ texpense. tManagers teven tcan tdo tso tin tthe tcase tthat tthe texpected tsynergies tof tthe 

tmergers tseem tto tbe tnegative. t 

2.2.2 Agency theory 

Regardless tof tmanagers tacting tfully trational, tmergers tand tacquisitions tcan tdestroy tvalue trather 

tthan tcreating tsynergies. tThe tAgency ttheory tbest texplains thow tthe tinterests tof tthe tmanagers 

taim tat tmaximizing ttheir tpersonal tprofits tat tthe texpense tof tthe tinterests tof tthe tshareholders. 

tBjarke tand tPeter t(2010) tdecisions tmade tby tthe tmanagers tare thowever tmore tof topportunism 

tthan tirrational tbehaviour tis. tKivisto t(2007) tstated tthat tthe tAgency ttheory toriginated tspecifically 

tfrom tthe tinformation teconomics. tThe ttheory twas tdeveloped twith tthe taim tof tinvestigating tmore 

ton trisk tsharing tand tincomplete tinformation t(Moe, t(1984). t 

Thomsen t(2008) tstated tthat tthe tAgency tTheory tassumes tthat tthere tis tfull trationality tfor tboth 

tmanagers tand tthe towners/shareholders. tExisting tconflicts tof tthe ttwo tparties tcan tbe ttherefore 

tanalysed ton tthe tbasis tof topportunistic tbehavioural tassumption. tThis tmakes tthe tagent tto tpursue 

this tpersonal tinterest tand tin tsome tcases tmay ttake tadvantage tof tthe tinformation tfrom tthe 

tsuperiors tfor tpersonal tgain. tThis tis twhat tGorton, tKahl tand tRosen t(2005) treferred tto tas t“eat 

tor tbe teaten” tdecisions tto tprotect tthe tjob tof tthe tmanager. tThe tAgency ttheory tstresses tmore 

ton tthe tbenefits tof tthe tmanagers tat tthe texpense tof tthe tshareholders. tMost tif tnot tall tmergers 

tand tacquisitions tbids tare tnot tfor tthe tpurpose tof tbenefitting tshareholders tand tcompany towners 

tbut tpersonal tinterests. tThis tmay tnot tyield tsynergies tsince tmanagers thave tconfidential tfirst-hand 

tinformation tof tthe tbusiness tprojection. t 

2.2.3 Firms concentration theory 

Sathye t(2002) tdefined tconcentration tas t“the tdegree tof tcontrol tof teconomic tactivity tby tlarge 

tfirms.” tThe tBank tConcentration tTheory tis tlinked tto tthe twork tof tDemirguc-kunt tand tLevine 

t(2000) tand tBoyd tand tRunkle t(1993). tDemirguc-kunt tand tLevine t(2000) treferred tbank 

tconcentration tas tthe tnumber tof tbanks t(they tare tfew). tA tsmaller tnumber tof tbanks tmay 

tfacilitate tbank tsupervision tand tmonitoring tby tthe tprivate tsector twith tbeneficial tspill tover tfor 

toverall tbanking tsector tstability. tFirms tconcentration ttheory tcan tbe tlinked tto tthe tmodel tof 

teconomies tof tscale. tIncreases tin tconcentration tlevels tcould tbe tdue tto tconsiderable tsize 

tenlargement tof tthe tdominant tfirms tand/or tconsiderable tsize treduction tof tthe tnon-dominant 

tfirms. t 
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2.3 tFeasibility of mergers as ta strategy to meet statutory capital requirements 

Heckova et .al (2019) stipulates that the point of departure for the analysis of merger motives is the idea 

that the high cost of external capital caused by asymmetric information, and the associated under-

investment in projects which would otherwise have positive net present value, creates potential gains 

from mergers between well-capitalized firms and poorly-capitalized firms. According to Tang (2015) 

such gains could be realized if information asymmetries are lower between the capital-poor firms and 

potential acquirers than they are between the firm and other providers of capital. The acquiring firm can 

thus gain from the merger by exploiting its information advantage over the general equity market. In 

particular, in this circumstance the acquired finn is likely to be undervalued; given a capital infusion this 

undervalued asset will yield a high return relative to its low purchase price (Myers and Majluf 2014). 

Tang (2015) refers to these types of mergers as being driven by financial synergies, and investigates the 

prevalence of this merger motive in the property-liability insurance industry.  

Pazarskis et al (2006) stipulates that the idea that insurance mergers could occur for financial synergies 

is appealing due to the significant potential for information asymmetries between insurance firms and 

capital markets. Insurer liabilities consist primarily of loss reserves and thus are highly firm-specific and 

subject to both errors and discretion in the estimation of their value. Myers and Majluf (2014) assert that 

many insurer assets, like those of other service providers, are intangible and therefore difficult to 

evaluate by firm outsiders. Information asymmetries are likely to be especially severe for the large 

segment of the industry made up of closely held or thinly traded stock companies, or mutuals. Moreover, 

the regulation of surplus ratios in the industry limits the use of risky debt, a source of capital thought to 

be less costly than external equity issues. Insurance companies that are capital constrained can reduce 

dividend payments or increase earnings retention, or issue stock. 

2.4 Effects of mergers and acquisitions on financial performance 

Mergers tand tacquisition thas talways tbeen tan tissue tfor tstrategic tmanagers tand tfinancial tanalysis, 

twhich tdue tto tthe thigh tcompetition tarising tfrom tthe tfast-changing tglobal tmarket, tit thas 

tsignificantly tresulted tin ta tcondition twhere tfirms tare tfinding tit tgradually tdifficult tto tremain 

tcompetitive. tSeveral tstudies thave tbeen tconducted tin tdeveloped tand tdeveloping tcountries tin 

torder tto taddress tthe teffects tof tmergers tand tacquisition ton tcompany tfinancial tperformance. 

tMost tof tthe tprevious tstudies ton tmergers tand tacquisition tutilize tfinancial tvariables tsuch tas 

tReturn ton tassets, tGross tprofit tmargin, tReturn ton tcapital temployed, tMarket tGrowth, ttotal tassets 

tratio, treturn ton tnet tworth, toperational tprofit tmargin tas ttheir tresearch tvariable t(Pazarskis tet tal 
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t2006; tRamaswamy tand tWaegelein t2003; tTang t2015). tRehan, tet t.al t(2018) tconducted tan 

tempirical tstudy taiming tto toutline tthe timpacts tof tmerger tand tacquisition ton tbank tprofitability 

tin tPakistan. tVariables tsuch tas tDebt tEquity tRatio t(DER), tNet tProfit tMargin t(NPM), tReturn ton 

tCapital tEmployed t(ROCE) tand tGross tprofit tMargin t(GPM) twere tused. tPaired tsimple ttest twas 

tused tso tas tto texamine tthe teffects tof tpre tand tpost-merger tand tacquisition tbanks tperformance. 

tThe tresearch tconcluded tthat tthere tis ta tpositive trelationship tbetween tfinancial tperformance tand 

tmergers tand tacquisitions. t 

According tto tKumar t(2019), tthe tresultant tcosts tand tbenefits tof tmergers tand tacquisition tis 

treally ta tcorporate tissue tand tmay taffect tthe tfirm’s tperformance teither tpositively tor tnegatively. 

tTherefore tthe tfirm tshareholders tand ttheir tagents tare tfaced twith tissues tin tother tto tdetermine 

twhether tthis tstrategic tactivities tand tdecisions twill tend tup timproving tthe tcompany’s tfinancial 

tperformance t(Katuu, t2013). tAlthough tobserving tinto tthe tproblem tof tmergers tand tacquisition tas 

talways tbeen tseen tas ta tvery tdifficult tissue tfor tthe tleaders tof tcompanies. tLong t(2015) tasserts 

tthat tfirms tshareholders tvalue tcan tincrease tdue tto tacquisition tactivities. tOther tthan tthat tLi tand 

tPan t(2013) talso targued tthe tvalue tof tthe tacquired tfirm twill tincrease tother tthan tfunctioning 

tindividually. tFluck tand tLynch t(2011) talso tfound tthat tconsolidation tactivities tcommonly tused 

tfor tmarginally tprofitable tstartups tand talso tthis tactivity twill tlead tto tbig tloss tof tthe tfirm twhen 

tit tface tproblems tthat toccurs tin tthe tprocess tof tmergers tand tacquisition t(Eliasson, t2011). 

2.5 Empirical review 

A tstudy tconducted tby tKumar t(2019) ton tthe timpacts tof tmergers tand tAcquisitions ton tbusiness 

tperformance tof tthe tbanking torganisations tin tHong tKong. tKumar t(2019) talso tassessed tthe tneed 

tfor tM&A tstrategies tfor tbusinesses. tThe tpopulation tof tthe tsurvey tconsisted tof t50 tSenior tHong 

tKong tEmployees tof tbanking torganisations. tFindings tindicated tthat t tstrategies tof tmergers tand 

tacquisitions tin tthe tbanking tsector tinfluence tpositively tthe toperational tefficiencies tas twell tas 

tthe teconomies tof tscale twhich tdirectly tinfluences tcost treduction, tcompetitiveness tand tfinancial 

tperformance tdemonstrated ta tpositive toutcome tpost tera. t t t 

Mishra t(2019) tconducted ta tresearch texamining thow tmergers tand tacquisitions tin tIndia tafter 

tinitiation tof treforms tin t1991 thave taffected tfirms’ tfinancial tperformance. tUsing tpanel tdata tand 

tapplying tthe tmethod tof tdifference tGMM, tit tis tfound tthat tneither tmarket tconcentration tnor 

tmergers tand tacquisitions taffected tfirms’ tfinancial tperformance tbecause tof tthe tmultidirectional 
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tstructure-conduct-performance trelationships. tInstead, tinter-industry tdifferences tin tperformance 

thave tbeen tcaused tby tcapital tintensity, tefforts trelating tto tmarketing tand tdistribution, tand 

tforeign ttechnology. t 

Gwaya tand tMungai t(2015) texamined tthe tbanks tthat thave tmerged tof tacquire tin tKenya tfor tthe 

tperiod tbetween t2000 tand t2014. tThe taim tof tthe tresearch twas tto tanalyse twhether tor tnot tthe 

tmerger thad tany teffect ton tthe tperformance tof tthe tbank. tData twas tgathered tby tthe tuse 

tquestionnaires. tBoth topen tand tclosed tended tquestion twere tincluded tin tthe tquestionnaires. 

tMarangu t(2015) tcarried tout ta tresearch tin tKenya twith tthe taim tof tshedding tmore tlight ton tthe 

timpact tof tmergers tand tacquisition ton tfinancial tperformance tof tnon-recorded tcommercial tbanks. 

tThe tstudy tfocused ton tthe tprofitability tof tnon-recorded tbanks tmerged tfrom t1994 tto t2001. tFour 

tmeasures tof tperformance twere tutilized tin tthe tresearch tand tthese tare, treturn ton tasset, tbenefit, 

ttotal tliability tand tshareholder tequity. tFindings tstated tthat tthere tis ta tpositive tchange ton tthe 

tperformance tof tnon-recorded tbanks tmerged tduring tthe tperiod tunder tstudy t(1994-2001) tas 

tcompared tto tnon-recorded tbanks tmerged toutside tthe tperiod tunder tstudy. tThis tsupports tthe 

tview tthat tfirms tderive ta tlarge tnumber tof tsynergies tbe tmerging trather tthan tworking tas 

tindividual. t 

2.6 Chapter summary 

The tmain taim tof tthe tchapter twas tto tunearth tresearch tgaps texisting tby tcombining trelevant 

tliterature ton tthe timpacts tof tmergers tand tacquistition ton tcorporte tperformance. tThe tchapter 

thighlighted twhat thave tbeen tresearchedtandtareas twhichtwere tleft tout tthat tgives tthe tresearcher 

tthe tneed tand tguidance tto tcarry tout ta tdetailed tstudy. t 
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CHAPTER III 

RESEARCH METHODOLOGY 

3.0 Introduction 

This tchapter twill tfocus ton tresearch tmethodology. tResearch tmethodology tis ta tplan tfor tachieving 

ta ttargeted tgoal t(Potter, t1996). tResearch tmethodology tprovides ta tblueprint tthat toutlines tthe 

tsteps tand tprocedures tto tbe tfollowed tin tthe tcollection tof tdata. tThis tchapter toutlines tmethods 

tapplied tby tthe tresearcher tin tthe tgathering tof tinformation tconcerning tthe tphenomenon tunder 

tstudy twhich tis tthe tinvestigation tof tthe teffects tof tmergers tand ttakeovers ton tfinancial 

tperformance tof tinsurance tcompanies tin tZimbabwe. tThe tchapter twill texplain tin tdetail tthe 

tresearch tdesign, tsampling, tsources tof tdata, tresearch tinstruments, tdata tcollection tprocedures, 

tdata tanalysis tand tpresentation tand tchapter tsummary tto tmention tbut ta tfew. t t t 

3.1 Research Design 

Research tdesign tis ta tset tof ttools, tapproaches tand tprocedures tapplied tin tdata tcollection. 

tAccording tto tCooper tand tSchindler t(2011) ta tresearch tdesign tshould tbe table tto tmeasure 

tvariables tas tspecified tin tthe tresearch tproblem. tResearch tdesign taddresses tresearch tquestions 

tand tdetermines tthe tnature tand ttype tof tdata tto tbe tcollected. tIt texplains tin tdetail tthe tresearch 

tvariables, tdata tcollection tmethods tand tstatistical tanalysis tplan. t tThis tstudy’s tobjective tis tto 

tinvestigate tthe teffects tof tMergers tand tAcquisitions ton tfinancial tperformance tof tinsurance 

tcompanies tin tZimbabwe. tA tdescriptive tresearch tdesign twas tused tby tthe tresearcher. tIt tis 

tregarded tas tthe tbest tdesign twhere tthere tis tlarge tpopulation tto tanswer tthe tresearch tquestions. 

tThe tdesign tselected twas tthe tmost tsuitable tin tevaluating tthe teffects tof ttwo tvariables, tmergers 

tand tacquisations tand tfinancial tperformance. 

3.2 Research Methodology 

According tto tJohnson tand tChristensen t(2005), tresearch tmethodology tis tperspectives tthat tare 

tbased ton ta tset tof tshared tassumptions, tvalues, tconcepts tand tpractices. tQuantitative tmethodology 

tenabled tthe tresearcher tto tcollect tdata tin tan teffective tand tappropriate tmanner, tthus tadopted tfor 

tthis tresearch. tIn tthe tstudy tquantitative tmethodology twas tneeded tin torder tto texplore tthe tway 

tin twhich tparticipants tperceive tmergers tand ttakeovers tas ta tfactor ton tfinancial tperformance 
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Thirty ttwo tquestionnaires twere tmanually tdistributed tto tthe tstaff tof tthe tinsurance tcompanies. 

tLikert tscale twas tused, tit tranges tfrom t1-5 twhereas t1 tas tstrongly tdisagree tand t5 tas tstrongly 

tagree. tThe tresearcher tdistributed tquestionnaires. tConfidentiality tand tanonymity tof trespondents 

twas tmaintained. tThis twas tdone tso tas tto tassure tthat tthe tresearcher tgathers trelevant tand 

taccurate tinformation tthus tmaking tthe tresearch teffective. t 

3.3 Population  

The tarea tunder tstudy tcovered tinsurance tcompanies tlocated tin tHarare. tThere twere tthirteen 

tinsurance tcompanies tincluding; tZimnat tLion, tNicoz tDiamond tand tFBC tInsurance tamong tothers. 

t tTargeted tpopulation tconsists tof t105 tmanagement tof tall tthese tinsurance tcompanies. t 

3.3.1 Population treatment 

Sampling tunit, tsampling tframe, tsample tsize tand tsampling tprocedure tis toutlined tin tthe tsampling 

tplan. tCooper t& tSchindler t(2011) tdefined tsampling tframe tas tthe tlist tof tpopulation tunits tfrom 

twhich tsample twill tbe tdrawn. tA tsample tof t10%-30% tis tenough tfor tsampling, tas twell tas 

telements tmore tthan t30 t(Mugenda tand tMugenda, t2003). tThe tsample tconsist tof tthree tfirms 

twhich twere tchosen tfrom tthe tentire tpopulation tof tthirteen tfirms. tRandom tsampling ttechnique 

twas tused tin tthis tstudy tand ta tsample tof t32 tindividuals tas tselected taccordingly. tA tsample tof 

t32 twas tselected tso tas tto tsave ttime tsince tit tis tmanageable. tThe tmanagers twere tselected tas tthe 

trespondents tand twere texpected tto tprovide taccurate tand treliable tinformation. t 

Table 3.1 tPopulation tand tsample tsize t 

Category  Population Sample size Percentage 

Zimnat tLion 45 14 30% 

Nicoz tDiamond 37 11 30% 

FBC tInsurance 23 7 30% 

Total t 105 32 30% 
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3.4 Research Instruments 

Survey tquestionnaires twere tused tin tthis tresearch. tA tquestionnaire tis tdefined tas ta tset tof 

tquestions tprepared tfor trespondents tto tprovide tresponses trelating tto tthe tresearch ttopic 

tBurkholder tet tal t(2006). tThe tuse tof tquestionnaires tin tcollecting thas tan tupper thand tbecause 

tthey tserve tmore tthan tone tpurpose. tQuestionnaires tserves tfour tbasic tpurposes tthat tare; tthey taid 

tin tcollecting tdata, tregulate tbias tin tQuestion tset tup, trenders tdata tcomparable tand tapplicable tto 

tanalysis tand tmake tquestions tengaging tand tvaried. tStructured tquestionnaires tcontained tboth 

topen tended tand tclosed tended tquestions. tThe tLikert tscale twas tused tto tproportionate tresponses. 

tThe tquestionnaire twas talso tused tin tthe tpre-launching tphase twith tfirst tten trespondents tin 

ttesting tthe tinstrument’s teffectiveness. tConfidentiality twas tmaintained tat tall tthe tstages tof tthe 

tdata tcollection. tAnonymity tof trespondents twas tguaranteed, trespondents were not supposed to write 

their nameston tthe tquestionnaire. 

3.5 Ethical considerations 

Researchers tshould talways tbear tin tmind tthat tthere tare tcertain trestricted tareas tthat tneed 

tpermission tfor tdata tcollection. tSeveral tethical tpractices twere tconsidered tin tthis tstudy. 

tSilverman t(2000) tstated tthat tin tconducting ta tresearch, tresearchers tshould ttake tnote tof tseveral 

tethical tissues tduring tand tafter tthe tcompletion tof tthe tstudy. tAccording tto tCreswell t(2003) 

tresearchers tare tought tto trespect tthe tvalues, trights, tneeds tand tdesires tof tthe tinformants thence 

tcaution tshould tbe texercised tduring tthe tresearch tperiod. t tThe tresearcher tconducted ta tresearch 

ttaking tclear tcognizance tof tthe tethical tconsiderations tthroughout tthe tresearch. tParticipation tof 

tthe trespondents twas tvoluntary. t tFor tan teffective tresearch, tthe tfollowing tethical tconsiderations 

twere ttaken tcare tof. t 

3.5.1 Participant’s informed consent 

Voluntary tparticipation tof trespondents twas tensured tin tthis tresearch. tVoluntary tof tinformed 

tconsent tinvolves tthe tprovision tof tprovision tof tsufficient tinformation tto tthe trespondents tand 

tassuring tthe trespondents tthat tconfidentiality twill tbe tmaintained. tRespondents tneed tto tbe tfully 

tinformed tbefore tparticipating tin tthe tresearch tso tthat tinformation tcollected twill tbe tunbiased tor 

tmisrepresented. tRespondents thave tto tparticipate tfreely, twithout tthe texercise tof tany tundue 

tinfluence, tand tpressure. t 
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3.5.2 Dispelling fears of harm to participants and any form of risk 

In torder tto tdispel tfears tof tharm tand trisk, tthe tresearcher tassured tparticipants tthat tthere tis tno 

tharm tassociated twith tthe tparticipation. tTrochim t(2000) tstated tthat trespondents thave tto 

tparticipate twithout tfear tof tharm, tbe tit tphysical tor tpsychological. tThe tuse tof tdiscriminative, 

toffensive tand tunacceptable tlanguage tin tthe tresearch tor ton tthe tformulation tof tquestionnaire tis 

tprohibited. 

3.6 Data Collection Procedures 

Data tcan tbe tdefined tas tfacts tand tstatistics tcollected ttogether tfor treference tBurkholder tat tel 

(2006). tSurvey tquestionnaires twere tused tto tcollect tdata tfrom tthree tcompanies tlocated tin 

tHarare. tStructured tquestions twere tincluded tin tthe tquestionnaire tand tthe tLikert trating tscale twith 

tspace tprovided tfor ta tselection tof tchoices trelating tto tthe tphenomenon tunder tstudy. tOpen-ended 

tquestions tin tthe tquestionnaire tallow tfreedom tof tanswering tand tin-depth tresponses twhile tclose 

tended tquestions tprovides tquantitative tdata. tThe tresearcher tensured tthat tquestions tin tthe 

tquestionnaire twere tas tclear tas tpossible, tshort tand tprecise tsuch tthat trespondents twill teasily 

tunderstand. tThis thelped tthe tresearcher tcollecting tquantitative tdata. 

3.7 tData Validity and Reliability 

Data tvalidity tand treliability tare tthe ttwo tmost timportant tfactors twhen tevaluating tdata tin ta 

tresearch. tAccording tto tCooper tand tSchindler t(2011) tgood tresearch tmust tmeet tthe tvalidity tand 

treliability ttests. tValidity tis tdescribed tas tthe tnotch tthat tthe tresearch tfindings tare trealistic tand 

tlegal t(Ary tet tal, t2013). tIt tassesses thow twell tresearch ttools tmeasure twhat tthey tare tsupposed 

tto tmeasure. tReliability trefers tto tthe tdegree tof taccuracy t(Ary tet tal, t2013). tThe tability tof 

tmeasuring ttools tto tproduce tconsistent tresults in similar situations but different cases. tData tvalidity 

tin tthis tresearch twas tensured tby tmaking tsure tthat tthe tquestions tasked tin tthe tinstruments tare 

trelevant tto tthe tresearch tobjectives. tIt twas tensured tby tthe thelp tand tapproval tof tthe tacademic 

tsupervisor tthat tthe tquestions tto tbe tasked twere trelevant tto tthe tresearch tstudy. 

3.8 Data Analysis and Presentation 

Research tinstruments twere tpre-tested. tA tsample tof tthree tinsurance tcompanies twas tused tand 

tmodified tto tincrease tits tclarity. t tThe tfinal tquestionnaire tdesigned tafter tundertaking tpeer 

tevaluation. tAfter tquestionnaires twere tcompleted, tthe tresearcher tedited tchecking, tcorrecting tand 



32 

 

teliminating terrors. tData twas tcoded tso tas tto tenable tanalysis tof tthe tresponses. tThe tresearcher 

temployed ta tdescriptive tanalysis tto texamine tdata. tMuchengetwa, tS. t(2013) targued tthat twhen 

tdata tis tcollected tthe tmeasures tof tcentral ttendency tcan tbe tapplied tto texamine tthe tdata tso tthat 

tit tcan tbe tpresented. tCentral ttendency tmeasures tused tin tthis tresearch tare tmode tand tmean. tThe 

tselection tof tthis ttool twas tbased ton tits tpreciseness, tclarity, tinterpretation tand tit tis teasy tto 

tunderstand. tThis thelped tthe tresearcher tin tdrawing trecommendations tthrough tquantitative 

tanalysis. 

3.9 Summary 

The tchapter tfocused ton tthe tresearch tmethodology twhich tis tthe tprocess tof tcollecting tdata. 

tResearch tdesign, tsampling, tdata tcollection tand tanalysis, tethical tconsiderations tand tvalidity tand 

treliability twere tdiscussed tin tthe tchapter. tThe tresearcher tused ta tdescriptive tresearch tdesign. 

tQuantitative tdata twas tcollected tand t tanalyse. tThe tnext tchapter twill tfocus ton tdata tpresentation 

tand tdata tcollected tfrom tthe tresearch twill tbe tpresented tin tform tof tgraphs and ttables. T 
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CHAPTER IV 

DATA PRESENTATION AND ANAYSIS  

 

4.0 Introduction 

The tdata tpresentation tand tanalysis tis tto tbe tillustrated tin tthis tchapter. tThe tsample tpopulation 

thighlighted tin tprevious tchapter tplayed ta tcrucial trole tin tdata tcollection; tthey ttook tpart tin 

tcompleting tthe tquestionnaire tand tparticipate tin tpersonal tinterviews. tThe tdata tcollected tusing 

tquestionnaires tis tto tbe tpresented, tanalysed tand tinterpreted tin tthis tchapter. t 

4.1 Responses Rate 

The tquestionnaire tresponse trate tis tdescribed tas tthe tpercentage trate ton twhich tthe tquestionnaires 

twere treturned tas tcompared tto tthose twhich twere tadministered tby tthe tresearcher. tThe tresearcher 

tdistributed t32 tquestionnaires tto tthe tparticipants tfor tdata tcollection tpurpose, t31 tquestionnaires 

twere tcompleted tand thanded tback twhich tresulted tin t97% tresponse trate. tThe tquestionnaire 

tresponse trate tof tthis tstudy tis tbest tillustrated tin ttable t4.1. t 

Table t4.1 tQuestionnaire tresponse trate t 

Participants Questionnaire 

distributed  

Questionnaire 

returned  

Response rate 

Zimnat tLion 14 14 100% 

Nicoz tDiamond 11 10 91% 

FBC tInsurance 7 7 100% 

Total 32 31 97% 

Source tsurvey tdata: t2020 
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4.2 Demographic Characteristics 

4.2.1 Gender of respondents 

Fig t4.1 tGender tof trespondents t 

Source 

tsurvey tdata: t2020 

Fig t4.1 tshows tthat t18 tout tof t31 t(58.06%) twere tmale tparticipants, twhilst t13 tout tof t31 

t(41.90%) twere tfemale trespondents. tThis tshows tthe tinsuarance tsector tis tdominated tby tmale 

temployees. tIt tis tnoted tthat tmales tcan teasly tadopt tnew ttechnmologies tas tcompared tto tfemales, 

thence tthey tcan tprovide treliable tdata tfor tthis tstudy 
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4.2.2 Number of years in employment 

Fig4.2: tYears tof tEmployment 

Source tsurvey 

tdata: t2020 

Fig t4.2 thighlighted tthe tnumber tof tyears ton twhich tthe tparticipants twere tbeing temployed twithin 

tthe tinsurance tsector. tThe tdata tshows tthat tmajority tof tthe tparticipants thad tmore tthan tone tyear 

tbeing temployed twithin tthe tsector twhich tensures tthat tdata tcollected twas treliable tto tdraw 

tconclusion ton tsince tthey thave tadequate tknowledge tabout tmergers tand tacquisition. t 
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4.2.3 Qualifications 

Fig t4.3 tQualifications 

Source 

tsurvey tdata: t2020 

Fig t4.3 tshows tthat t19 tout tof t31 t(61.29%) tparticipants twere tdegreed, twhilst t10 tout tof t31 

t(32.26%) thad tdiplomas tand t2 tout tof t31 t(6.45%) thad tA tlevel tcertificates. tThe tdata tabove 

tshows tthat tthe tsample tgroup twas tcomprised tof tliterate tparticipants twhich tensures thigh tlevel tof 

tdata treliability tand tvalidity. t 

4.3 Main Findings 

The tstudy tinquired ton tthe tthe teffects tof tMergers tand tAcquisitions ton tfinancial tperformance. tA 

tcase tof tinsurance tcompanies tin tZimbabwe. tThus, tthe trespondents twere tasked tto tindicate ttheir 

tlevel tof tagreement twith tthe tstatements tregarding tthe tinternal taudit tfunction tand tperformance tof 

tthe tconstruction tfirm tusing ta tfive tpoint tLikert tscale. tFurthermore, tthe tmean tscores tand 

tstandard tdeviation twere tpresented tand tanalysed. tThe tmean tstatistics tare tbased ton tthe tLikert 

tscale tused tin tthe tsurvey tquestionnaire twhere ta tmean tscore tof tless tthan t2 tmeans tstrongly 

tdisagree, tbetween t2.0 tand t2.9 tmeans tdisagree, t3.0 tto t3.9 tmeans tneutral, t4.0 tto t4.9 tmeans 

tagree tand tmean tscore tabove t4.9 tmeans tstrongly tagree 

4.3.1 Mergers and acquisition which took place 

Table t4.2: tMergers tand tacquisition twhich ttook tplace tat tyour torganization 
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 Yes No TOTAL 

Respondents t 30 1 31 

% tof trespondents t 96.78% 3.22% 100.0% 

Source tsurvey tdata: t2020 

Table t4.3 tshows tthat t30 tout tof t31 t(96.78%) tstated tthat tthey thad tknowledge tof tmergers tand 

tacquisition toccurring twithin tthe tinsurance tsector. t tHowever, t1 tout tof t31 t(3.22%) twas tunaware 

tand thad tno tknowledge tof tmergers tand tacquisition toccurring twithin tthe tinsurance tsector. t 

tOverall, tthe tmode tof tthe tdata tis t96.78% tstated tthat tthey thad tknowledge tof tmergers tand 

tacquisition toccurring twithin tthe tinsurance tsector. t tHence tthis tensure tvalid tand treliable tdata 

tcollected. t 

4.3.2 Success of mergers and acquisition 

Table t4.3 tMergers tand tacquisition twere tsuccessful 

 Yes No TOTAL 

Respondents t 19 12 31 

% tof trespondents 

t 

62.29% 38.71% 100.0% 

Source tsurvey tdata: t2020 

Table t4.3 tshows tthat t19 tout tof t31 t(62.29%) tagreed tthat tmergers tand tacquisition toccur twithin 

tthe tinsurance tsector twere twitnessed tto tbe tsuccessful. tHowever, t12 tout tof t31 t(38.71%) 

tdisagreed, tstating tthat tthe tmergers tand tacquisition tfailed tdue tto tfailure tto tidentify topportunities 

tassociated twith tthe tpractice. t 

Overall, tthe tmode tof tthe tdata tis t62.29% tagreed, twhich tmeans tthat tmergers tand tacquisitions 

twere tsuccessfully timplemented twithin tthe tinsurance tsector tof tZimbabwe tand tfirms twere table 
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tto tidentify tand tutilize tits tmerit. tThis twas talso tsupported tby tJallow tet tal. t(2017), twho tstated 

tthat tmergers tand tacquisations tis tlike tgumbling tgame tin twhich tboth tadverse tor tfavortable 

toutcomes tare tanticipated tdespited teffort tput tin tplace tto tensure tproper tplanning. tHence, tproper 

tand teffective tplanning tprocess tminimises tchances tof t tfailure. 
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4.3.3 Motives behind mergers and acquisitions occurring within the insurance sector of Zimbabwe. 

Table t4.4: tMotives tbehind tmergers tand tacquisitions 

Statement Percentage distribution of responses% 

Strongly 

Agree 

Agree Uncertain Disagree Strongly 

Diagree 

To tmeet tstatutory trequirement tfor tcapital 

t 

32.26 67.74 0.00 0.00 0.00 

Create teconomies tof tscale t 29.03 58.06 6.50 6.45 0.00% 

Creation tof tcost tsynergies t 19.35 61.29 3.23 16.13 0.00 

Management tof tindustrial 

tinterdependence t t 

0.00 9.68 0.00 77.42 12.90 

Source tsurvey tdata: t2020 

4.3.3.1 To meet statutory require for capital 

Table t4.4 tshows tthat t10 tout tof t31 t(32.26%) tstrongly tagreed, t21 tout tof t31 t(67.74%) tagreed, t0 

tout tof t31 t(0.00%) twere tneutral, t0 tout tof t31 t(0.00%) tdisagreed tand t0 tout tof t31 t(0.00%) 

tstrongly tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector tin 

tseeking tto tmeet tstatutory trequirement tfor tcapital. tThis tshows tthat t100.0% t(32.26% tstrong 

tagreed tand t67.74% tagreed) tagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance 

tsector tin tseeking tto tmeet tstatutory trequire tfor tcapital. t0.00% t(0.00% tdisagreed tand t0.00% 

tstrongly tdisagreed) tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance 

tsector tin tseeking tto tmeet tstatutory trequire tfor tcapital. 

Overall tmajority tof tthe trespondents tagreed tthat tmergers tand tacquisitions toccurring twithin tthe 

tinsurance tsector tin tseeking tto tmeet tstatutory trequire tfor tcapital tand tthis twas tsupported tby 



40 

 

tGwaya tand tMungai t(2015) twho tnoted tthat tthe tstrength tof tcapital tbase tdetermines tthe tability 

tof ta tfirm tto tcreate topportunities tand teconomies tof tscale. t t. 

4.3.3.2 Creating economies of scale 

Table t4.4 tshows tthat t9 tout tof t31 t(29.03%) tstrongly tagreed, t18 tout tof t31 t(58.06%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t2 tout tof t31 t(6.45%) tdisagreed tand t0 tout tof t31 t(0.00%) 

tstrongly tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare 

tseeking tto tcreate teconomies tof tscale. tThis tshows tthat t87.09% t(29.03% tstrong tagreed tand 

t58.06% tagreed) tagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector 

tfirms tare tseeking tto tcreate teconomies tof tscale tand tthis twas tsupported tby tAnderibom tand 

tObute t(2015), twho twent ton tto tdiscover tthe tduplications tof tactivities tin tthe tsector tas ta tresult 

tof tmergers tand tacquisation, tit tincreases tproduct tdominance tin tthe tmarket tand tcarter tfor 

tsurplus tdemand. t6.45% t(6.45% tdisagreed tand t0.00% tstrongly tdisagreed) tdisagreed tthat tmergers 

tand tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare tseeking tto tcreate teconomies tof 

tscale tthis twas talso tsupported tby tMeglo tand tRisberg t(2015) tstated tthat tnot tall tmergers tare 

tsuccessful, tand tthe tsuccessfulness tof tmergers tis tdetermined tby tthe tquality tof tcorporate 

tgovernance. tOverall, tthe tmode tof tthe tdata tis t87.09% tagreed, twhich tmeans tthat tmergers tand 

tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare tseeking tto tcreate teconomies tof 

tscale. t 

4.3.3.3 Creation of cost synergies 

Table t4.4 tshows tthat t6 tout tof t31 t(19.35%) tstrongly tagreed, t19 tout tof t31 t(61.29%) tagreed, t1 

tout tof t31 t(3.23%) twere tneutral, t5 tout tof t31 t(16.13%) tdisagreed tand t0 tout tof t31 t(0.00%) 

tstrongly tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare 

tseeking tto tcreate tcost tsynergies. tThis tshows tthat t80.64% t(19.35% tstrong tagreed tand t61.29% 

tagreed) tagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare 

tseeking tto tcreate tcost tsynergies tand tthis twas tsupported tby tHaider tet tal. t(2015), tstate tthe 

tparamount tobjective tof tmergers tis tto treduce toperating tcost tby tcombining toperations twhich 

tenables tthem tto teliminate twastage tand tutilize tidle tresources. t16.13% t(16.13% tdisagreed tand 

t0.00% tstrongly tdisagreed) tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe 

tinsurance tsector tfirms tare tseeking tto tcreate tcost tsynergies tand tthis twas tsupported tby tMarangu 

t(2015), twho talluded tthat tcost tsynergies tcan tonly tbe tcreated twhen tthe ttwo tentities tinvolved tin 

tmergers tin tin tthe tsame tline tof tbusiness. tOverall, tthe tmode tof tthe tdata tis t80.64% tagreed, 



41 

 

twhich tmeans tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector tfirms tare 

tseeking tto tcreate tcost tsynergies. 

4.3.3.4 For management of industrial interdependence 

Table t4.4 tshows tthat t0 tout tof t31 t(0.00%) tstrongly tagreed, t3 tout tof t31 t(9.68%) tagreed, t0 tout 

tof t31 t(0.00%) twere tneutral, t24 tout tof t31 t(77.42%) tdisagreed tand t4 tout tof t31 t(12.90%) 

tstrongly tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector twith tan 

taim tof tmanaging tinterdependence tamong tfirms. t tThis tshows tthat t9.68% t(0.00% tstrong tagreed 

tand t9.68% tagreed) tagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector 

twith tan taim tof tmanaging tinterdependence tamong tfirms tand tthis twas tsupported tby tMishra 

t(2019), twho tstated tthat tmergers tis tan teffective tway tof tmanaging tthe tsupply tchain tand tit 

tenables tthe tentity tto tcreate tcompetitive tadvantages. t t90.32% t(77.42% tdisagreed tand t12.90% 

tstrongly tdisagreed) tdisagreed tthat tmergers tand tacquisitions toccurring twithin tthe tinsurance 

tsector twith tan taim tof tmanaging tinterdependence tamong tfirms tthis twas talso tsupported tby 

tOloye tand tOsuma t(2015), twho tstated tthat tsupported tthat tthe tmajor tdrawbacks ton tthe 

tsuccessfulness tof tmergers tis tthe temployees tresisting tthe tchanges. tOverall, tthe tmode tof tthe 

tdata tis t90.32% tdisagreed, twhich tmeans tthat tmanaging tinterdependence tamong tfirms tis tnot tpart 

tof tthe tmotives tbehind tmergers tand tacquisitions toccurring twithin tthe tinsurance tsector. t 

4.3.4 Impacts of mergers and acquisition on financial position of the insurance tirms t 

Table t4.5 tImpacts tof tmergers tand tacquisition ton tfinancial tposition 

Statement Percentage distribution of responses % 

Strongly 

Agree 

Agree Uncertain Disagree Strongly 

Disagree 

Increase tin tprofitability t t 6.45 41.94 6.45 32.26 12.90 

Reduction tin tcost t 22.58 29.03 3.23 35.48 9.68 

Increased toperational tefficiency t 3.23 16.13 6.45 64.52 9.68 
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Increased trevenue tlevels t 19.35 67.74 0.00 9.68 3.23 

Source tsurvey tdata: t2020 

4.3.3.5 Increase in profitability t 

Table t4.5 tshows tthat t2 tout tof t31 t(6.45%) tstrongly tagreed, t13 tout tof t31 t(41.94%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t10 tout tof t31 t(32.26%) tdisagreed tand t4 tout tof t31 t(12.90%) 

tstrongly tdisagreed tthat tprofit tmargins tfor tinsurance tcompanies tincreased tfollowing tmergers tand 

tacquisitions. tThis tshows tthat t48.39% t(6.45% tstrong tagreed tand t41.94% tagreed) tagreed tthat 

tprofit tmargins tfor tinsurance tcompanies tincreased tfollowing tmergers tand tacquisitions. t45.16% 

t(32.26% tdisagreed tand t12.90% tstrongly tdisagreed) tdisagreed tthat tprofit tmargins tfor tinsurance 

tcompanies tincreased tfollowing tmergers tand tacquisitions. 

Overall, tthe tmode tof tthe tdata tis t48.39% tagreed, twhich tmeans tthat tprofit tmargins tfor tinsurance 

tcompanies tincreased tfollowing tmergers tand tacquisitions tand tthis twas talso tsupported tby tJoash 

tand tNjangiru t(2015), twho talso tencourages tusing t tmergers tand tacquisitions tas ta tstrategy tto 

tincreases tprofitability tafter tobserving tacivities toccur tbetween t2000 tand t2014 tin tKenya 

tindustries. 

4.3.3.6 Reduction in operating cost 

Table t4.5 tshows tthat t7 tout tof t31 t(22.58%) tstrongly tagreed, t9 tout tof t31 t(29.03%) tagreed, t1 

tout tof t31 t(3.23%) twere tneutral, t11 tout tof t31 t(35.48%) tdisagreed tand t3 tout tof t31 t(9.68%) 

tstrongly tdisagreed tthat toperating tcost tof tinsurance tcompanies tdecreased tfollowing tmergers tand 

tacquisitions. tThis tshows tthat t51.61% t(22.58% tstrong tagreed tand t29.03% tagreed) tagreed tthat 

toperating tcost tof tinsurance tcompanies tdecreased tfollowing tmergers tand tacquisitions. t45.16% 

t(35.48% tdisagreed tand t9.68% tstrongly tdisagreed) tdisagreed tthat toperating tcost tof tinsurance 

tcompanies tdecreased tfollowing tmergers tand tacquisitions. 

Overall, tthe tmode tof tthe tdata tis t51.61% tagreed, twhich tmeans tthat toperating tcost tof tinsurance 

tcompanies tdecreased tfollowing tmergers tand tacquisitions tand tthis twas tsupported tby tKruse tet 

tal. t(2015), tstated tthat tmergers tand tacquisitions toccur twith tan tof tenhancing toperating 

teconomics tthis tincludes treducing tcost tby tmeans tof teradicating tduplicate tand tcompiting 

tfacilities tand talso tgaing tpurchasing tpower. 
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4.3.3.7 Increased operational efficiency 

Table t4.5 tshows tthat t1 tout tof t31 t(3.23%) tstrongly tagreed, t5 tout tof t31 t(16.13%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t20 tout tof t31 t(64.52%) tdisagreed tand t3 tout tof t31 t(9.68%) 

tstrongly tdisagreed tthat toperational tefficiency tof tinsurance tcompanies twas tenhanced tas ta tresult 

tof tmergers tand tacquisitions. tThis tshows tthat t19.36% t(3.23% tstrong tagreed tand t16.13% 

tagreed) tagreed tthat toperational tefficiency tof tinsurance tcompanies twas tenhanced tas ta tresult tof 

tmergers tand tacquisitions. t74.20% t(64.52% tdisagreed tand t9.68% tstrongly tdisagreed) tdisagreed 

tthat toperational tefficiency tof tinsurance tcompanies twas tenhanced tas ta tresult tof tmergers tand 

tacquisitions. tOverall, tthe tmode tof tthe tdata tis t74.20% tdisagreed, twhich tmeans tthat toperational 

tefficiency tof tinsurance tcompanies tdid tnot tchange trather tmergers tand tacquisitions tdid tnot thave 

tany timpact. 

4.3.3.8 Increased revenue levels 

Table t4.5 tshows tthat t6 tout tof t31 t(19.35%) tstrongly tagreed, t21 tout tof t31 t(67.94%) tagreed, t0 

tout tof t31 t(0.00%) twere tneutral, t3 tout tof t31 t(9.68%) tdisagreed tand t1 tout tof t31 t(3.23%) 

tstrongly tdisagreed tthat trevenue tlevels tof tinsurance tcompanies tincreased tfollowing tmergers tand 

tacquisitions. tThis tshows tthat t87.29% t(19.35% tstrong tagreed tand t67.94% tagreed) tagreed tthat 

trevenue tlevels tof tinsurance tcompanies tincreased tfollowing tmergers tand tacquisitions. t12.91% 

t(9.68% tdisagreed tand t3.23% tstrongly tdisagreed) tdisagreed tthat trevenue tlevels tof tinsurance 

tcompanies tincreased tfollowing tmergers tand tacquisitions. tOverall, tthe tmode tof tthe tdata tis 

t87.29% tagreed, twhich tmeans tthat trevenue tlevels tof tinsurance tcompanies tincreased tfollowing 

tmergers tand tacquisitions. 
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4.3.5 Strategies implemented by the insurance company to ensure survival and growth 

Table t4.6 tStrategies tto tensure tsurvival tand tgrowth 

Statement Percentage distribution of responses % 

Strongly 

Agree 

Agree Uncertain Disagree Strongly 

Disagree 

Knowledge tand tskills tsharing t t 29.03 29.03 6.45 22.58 12.90 

Combining tof toperations tand tfunctions t 22.58 25.81 9.68 29.03 12.90 

Procurement tpractices tsuch tas tJIT 3.23 16.13 6.45 45.16 29.03 

Technological tinnovations t 22.58 25.81 9.68 29.03 12.9 

 tSource tsurvey tdata: t2020 

4.3.5.1 Knowledge and skills sharing 

Table t4.6 tshows tthat t9 tout tof t31 t(29.03%) tstrongly tagreed, t9 tout tof t31 t(29.03%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t7 tout tof t31 t(22.58%) tdisagreed tand t4 tout tof t31 t(12.90%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tpracticing tsharing tof tknowledge tand tskills 

tamong tentities tto tensure tenhancement tof tperformance. tThis tshows tthat t58.06% t(29.03% tstrong 

tagreed tand t29.03% tagreed) tagreed tthat tinsurance tcompanies tare tpracticing tsharing tof 

tknowledge tand tskills tamong tentities tto tensure tenhancement tof tperformance tand tthis twas 

tsupported tby tSibel tand tIhsan t(2015), twho taverred tthat tmergers ttook tplace tto tacquire tskills 

tand tknowledge tof tthe tother tentities tso tas tto tcreate tand tsustain tcompetitive tadvantages. 

t35.48% t(22.58% tdisagreed tand t12.90% tstrongly tdisagreed) tdisagreed tthat tinsurance tcompanies 

tare tpracticing tsharing tof tknowledge tand tskills tamong tentities tto tensure tenhancement tof 

tperformance tand tthis twas tsupported tby tJoash t(2015), twho tstated tthat tskills tand tknowledge 

tsharing tis tdetermined tby tthe temployee tmotivation tand tthe twillingness tof temployees tto 

tcooperate. 
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Overall, tthe tmode tof tthe tdata tis t58.06% tagreed, twhich tmeans tthat tinsurance tcompanies tare 

tpracticing tsharing tof tknowledge tand tskills tamong tentities tto tensure tenhancement tof 

tperformance. 

4.3.5.2 Combining of operations and functions 

Table t4.6 tshows tthat t7 tout tof t31 t(22.58%) tstrongly tagreed, t8 tout tof t31 t(25.81%) tagreed, t3 

tout tof t31 t(9.68%) twere tneutral, t9 tout tof t31 t(29.03%) tdisagreed tand t4 tout tof t31 t(12.90%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tcombining tentity’s tfunctions tand tdepartment tto 

tensure tenhancement tof tperformance. tThis tshows tthat t48.39% t(22.58% tstrong tagreed tand 

t25.81% tagreed) tagreed tthat tinsurance tcompanies tare tcombining tentity’s tfunctions tand 

tdepartment tto tensure tenhancement tof tperformance tand tthis twas tsupported tby tHroot t(2016), 

thighlighted tthat tcombining tof toperation tenhances tcreation tof tcompetitive tadvantages tas tit 

treduces toperating tcost. t t41.93% t(29.03% tdisagreed tand t12.90% tstrongly tdisagreed) tdisagreed 

tthat tinsurance tcompanies tare tcombining tentity’s tfunctions tand tdepartment tto tensure 

tenhancement tof tperformance tand tthis twas talso tsupported tby tMakaza t(2015), talludes tthat 

tcombining tof toperations tis tnot tfavorable tif tthe tfunctions tof tboth tentities tinvolved tin tmergers 

tare tcomplex tand tbig tin tsize. 

Overall, tthe tmode tof tthe tdata tis t48.39% tagreed, twhich tmeans tthat tinsurance tcompanies tare 

tcombining tentity’s tfunctions tand tdepartment tto tensure tenhancement tof tperformance. 
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4.3.5.3 Procurement practices such as JIT 

Table t4.6 tshows tthat t1 tout tof t31 t(3.23%) tstrongly tagreed, t5 tout tof t31 t(16.13%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t14 tout tof t31 t(45.16%) tdisagreed tand t9 tout tof t31 t(29.03%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tpracticing tjust-in-time tprocurement tpractice tto 

tensure tenhancement tof tperformance. tThis tshows tthat t19.36% t(3.23% tstrong tagreed tand 

t16.13% tagreed) tagreed tthat tinsurance tcompanies tare tpracticing tjust-in-time tprocurement tpractice 

tto tensure tenhancement tof tperformance tand tthis twas tsupported tby tOkafor tet tal. t(2015), tthat 

tmergers tenable tthe tentity tto tgain tpurchasing tpower twhich tenhances tprocurement tpractices. 

t74.19% t(45.16% tdisagreed tand t29.03% tstrongly tdisagreed) tdisagreed tthat tinsurance tcompanies 

tare tpracticing tjust-in-time tprocurement tpractice tto tensure tenhancement tof tperformance. t 

Overall, tthe tmode tof tthe tdata tis t74.19% tdisagreed, twhich tmeans tthat tinsurance tcompanies tare 

tnot tpracticing tjust-in-time tprocurement tpractice. t 

4.3.5.4 Technological innovations 

Table t4.6 tshows tthat t7 tout tof t31 t(22.58%) tstrongly tagreed, t8 tout tof t31 t(25.81%) tagreed, 

t3tout tof t31 t(9.68%) twere tneutral, t9 out tof t31 t(29.03%) tdisagreed tand t4 tout tof t31 t(12.9%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tfocusing ton timproving ttheir ttechnology 

tintensity tto tensure tenhancement tof tperformance. tThis tshows tthat t48.39% t(22.58% tstrong 

tagreed tand t25.81% tagreed) tagreed tthat tinsurance tcompanies tare tfocusing ton timproving ttheir 

ttechnology tintensity tto tensure tenhancement tof tperformance tand tthis twas talso tsupported tby 

tNasieku tand tJoseph t(2016), taverred tthat ttechnological tinnovations tcreates tcompetitive 

tadvantages tas ta tresult tin thigh tlevels tof toperational tefficiency tand toffering tcustomers treal 

tvalue. t41.93% t(29.03% tdisagreed tand t12.90% tstrongly tdisagreed) tdisagreed tthat tinsurance 

tcompanies tare tfocusing ton timproving ttheir ttechnology tintensity tto tensure tenhancement tof 

tperformance tand tthis twas talso tsupported tby tSamila t(2015), tstate tthat tacquisition tof 

ttechnological tmachines tis tso tcostly twhich tcontradict twith tcost tmanagement tpolicies tof 

torganization. tOverall, tthe tmode tof tthe tdata tis t48.39% tagreed, twhich tmeans tthat tinsurance 

tcompanies tare tfocusing ton timproving ttheir ttechnology tintensity tto tensure tenhancement tof 

tperformance. 
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4.3.6 The following were the challenges faced by insurance companies resulting in deterioration of 

financial performance 

Table t4.7 tChallenges tfaced tby tinsurance tcompanies 

Statement Percentage distribution of responses% 

Strongly 

Agree 

Agree Uncertain Disagree Strongly 

Disagree 

Customer treaction t 12.90 22.58 3.23 35.48 25.81 

Resistance tto tchange 16.13 48.39 6.45 22.58 6.45 

Lack tof tcommunication t 22.58 29.03 9.68 32.26 6.50 

Lack tof tcoordination t 12.90 19.35 6.45 38.71 22.58 

Source tsurvey tdata: t2020 

4.3.6.1 Customer reactions over newly formed entity 

Table t4.7 tshows tthat t4 tout tof t31 t(12.90%) tstrongly tagreed, t7 tout tof t31 t(22.58%) tagreed, t1 

tout tof t31 t(3.23%) twere tneutral, t11 tout tof t31 t(35.48%) tdisagreed tand t8 tout tof t31 t(25.81%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tbeing taffected tby tnegative treaction tof 

tcustomers tfollowing tmergers tand tacquisition. tThis tshows tthat t35.48% t(12.90% tstrong tagreed 

tand t22.58% tagreed) tagreed tthat tinsurance tcompanies tare tbeing taffected tby tnegative treaction tof 

tcustomers tfollowing tmergers tand tacquisition tand tthis tis tsupported tby tShin tet tal. t(2015), tthat 

tthe tresistance tto tchange tby tcustomers tresult tin trejection tof tentity’s tproducts tand tit tnegatively 

tinfluence tcorporate tperformance. t61.29% t(35.48% tdisagreed tand t25.81% tstrongly tdisagreed) 

tdisagreed tthat tinsurance tcompanies tare tbeing taffected tby tnegative treaction tof tcustomers 

tfollowing tmergers tand tacquisition tand tthis twas tsupported tby tWyman t(2016), thowever 

tcustomers tprefer tbigger torganization tas tthe timplement tproduct tpromotion tand tthey tproduce 

tquality tproduct. 
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Overall, tthe tmode tof tthe tdata tis t61.29% tdisagreed, twhich tmeans tthat tinsurance tcompanies tare 

tnot tbeing taffected tby tnegative treaction tof tcustomers tfollowing tmergers tand tacquisition. 

4.3.6.2 Employees’ resistance to change 

Table t4.7 tshows tthat t5 tout tof t31 t(16.13%) tstrongly tagreed, t15 tout tof t31 t(48.39%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t7 tout tof t31 t(22.58%) tdisagreed tand t2 tout tof t31 t(6.45%) 

tstrongly tdisagreed tthat tinsurance tcompanies tare tbeing taffected tby tworkers tresting tchange 

tbrought tby tmergers tand tacquisition. tThis tshows tthat t64.52% t(16.13% tstrong tagreed tand 

t48.39% tagreed) tagreed tthat tinsurance tcompanies tare tbeing taffected tby tworkers tresting tchange 

tbrought tby tmergers tand tacquisition tand tthese twere tsupported tby tYanan tet tal. t(2016), talludes 

tthat tfear tof tlosing tjobs tor tbeing tdemoted tfollowing tmergers thas ta tnegative tinfluence ton 

temployee tperformance. t29.03% t(22.58% tdisagreed tand t6.45% tstrongly tdisagreed) tdisagreed tthat 

tinsurance tcompanies tare tbeing taffected tby tnegative treaction tof tcustomers tfollowing tmergers 

tand tacquisition, tthis twas talso tsupported tby tUgwuanyi t(2015), tmaintained tthat ta tfirm tto tbe 

table tto tcreate tand tsustain tcompetitive tadvantages tfollowing tmergers tit tshould treplace tun-skilled 

tlabor twith tqualified tand texperienced tlabor.. 

Overall, tthe tmode tof tthe tdata tis t64.52% tagreed, twhich tmeans tthat tinsurance tcompanies tare 

tbeing taffected tby tworkers tresting tchange tbrought tby tmergers tand tacquisition. 

4.3.6.3 Lack of communication within the entity 

Table t4.7 tshows tthat t7 tout tof t31 t(22.58%) tstrongly tagreed, t9 tout tof t31 t(29.03%) tagreed, t3 

tout tof t31 t(9.68%) twere tneutral, t10 tout tof t31 t(32.26%) tdisagreed tand t2 tout tof t31 t(6.50%) 

tstrongly tdisagreed tthat tinsurance tcompanies twhich tinvolved tin tmergers tand tacquisition tare 

tfailing tdue tto tlack tof tcommunication tamong tentities. tThis tshows tthat t51.61% t(22.58% tstrong 

tagreed tand t29.03% tagreed) tagreed tthat tinsurance tcompanies twhich tinvolved tin tmergers tand 

tacquisition tare tfailing tdue tto tlack tof tcommunication tamong tentities, tthis twas talso tsupported 

tby tGupta tand tBanerjee, t(2017) tdiscovered tthat tpoor tcommunication tarise tfollowing tmergers tas 

tthe torganization tbecomes tbig tin tsize tand tcontrol tover tcommunication tchannels tbecomes 

tcomplex. t38.76% t(32.26% tdisagreed tand t6.5% tstrongly tdisagreed) tdisagreed tthat tinsurance 

tcompanies twhich tinvolved tin tmergers tand tacquisition tare tfailing tdue tto tlack tof tcommunication 

tamong tentities tand tthis twas tsupported tby tFarrell t(2015), taverred tthat tthe teffectiveness tof 

tcommunication tnetworks twithin tthe torganization tis tdetermined tby tthe tcooperate tgovernance. 
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Overall, tthe tmode tof tthe tdata tis t51.61% tagreed, twhich tmeans tthat tinsurance tcompanies twhich 

tinvolved tin tmergers tand tacquisition tare tfailing tdue tto tlack tof tcommunication tamong tentities. 

4.3.6.4 Lack of coordination among departments 

Table t4.7 tshows tthat t4 tout tof t31 t(12.90%) tstrongly tagreed, t6 tout tof t31 t(19.35%) tagreed, t2 

tout tof t31 t(6.45%) twere tneutral, t12 tout tof t31 t(38.71%) tdisagreed tand t7 tout tof t31 t(22.58%) 

tstrongly tdisagreed tthat tinsurance tcompanies twhich tinvolved tin tmergers tand tacquisition tare 

tfailing tdue tto tlack tof tcoordination tof tfunctions. tThis tshows tthat t32.25% t(12.90% tstrong 

tagreed tand t19.35% tagreed) tagreed tthat tinsurance tcompanies twhich tinvolved tin tmergers tand 

tacquisition tare tfailing tdue tto tlack tof tcoordination tof tfunctions tand tthis twas tsupported tby tGao 

t(2015), taverred tthat tlack tof tcoordination thas ta tnegative teffective ton tperformance, twhen tan 

torganization tbecome tbig tin tsize tcoordination tbecomes tdifficult. t61.29% t(38.71% tdisagreed tand 

t22.58% tstrongly tdisagreed) tdisagreed tthat tinsurance tcompanies twhich tinvolved tin tmergers tand 

tacquisition tare tfailing tdue tto tlack tof tcoordination tof tfunctions tand tthis twas tsupported tby 

tChaudhary tet tal. t(2016), talludes tthat tcoordination tis tdetermined tby tthe twillingness tof 

temployees tand tmanagement tto twork ttogether tas tone tgroup. t 

Overall, tthe tmode tof tthe tdata tis t61.29% tagreed, twhich tmeans tthat tinsurance tcompanies twhich 

tinvolved tin tmergers tand tacquisition tare tfailing tdue tto tlack tof tcoordination tof tfunctions. 

 

 

4.3.7 Strategies which can be implemented by the insurance companies to ensure accomplishment 

of mergers and acquisitions objectives. 

Table t4.8 tStrategies tto tensure taccomplishment tof tmergers tand tacquisitions tobjectives 

Statement Percentage distribution of responses% 

Strongly 

Agree 

Agree Uncertain Disagree Strongly 

Disagree 

Training tPrograms t 6.45 22.58 3.23 51.61 16.13 
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R&D tprograms t 29.03 61.29 3.20 6.45 0.00 

Source tsurvey tdata: t2020 

  



52 

 

4.3.7.1 tThe tresearch tand tdevelopment t(R&D) tprograms 

Table t4.8 tshows tthat t2 tout tof t31 t(6.45%) tstrongly tagreed, t7 tout tof t31 t(22.58%) tagreed, t1 

tout tof t31 t(3.23%) twere tneutral, t16 tout tof t31 t(51.61%) tdisagreed tand t5 tout tof t31 t(16.13%) 

tstrongly tdisagreed tthat tinsurance tcompanies trequires tresearch tand tdevelopment tprograms tto 

tensure taccomplishment tof tmergers tand tacquisitions tgoals. tThis tshows tthat t29.03% t(6.45% 

tstrong tagreed tand t22.58% tagreed) tagreed tthat tinsurance tcompanies trequires tresearch tand 

tdevelopment tprograms tto tensure taccomplishment tof tmergers tand tacquisitions tgoals. t67.74% 

t(51.61% tdisagreed tand t16.13% tstrongly tdisagreed) tdisagreed tthat tinsurance tcompanies trequires 

tresearch tand tdevelopment tprograms tto tensure taccomplishment tof tmergers tand tacquisitions 

tgoals. 

Overall, tthe tmode tof tthe tdata tis t67.74% tdisagreed, twhich tmeans tthat tinsurance tcompanies tdo 

tnot trequires tresearch tand tdevelopment tprograms tand tthere tnot tuseful tin trelation tto 

taccomplishment tof tmergers tand tacquisitions tgoals. 

4.3.7.2 Training programs fortemployees 

Table t4.8 tshows tthat t9 tout tof t31 t(29.03%) tstrongly tagreed, t19 tout tof t31 t(61.29%) tagreed, t1 

tout tof t31 t(3.23%) twere tneutral, t2 tout tof t31 t(6.45%) tdisagreed tand t0 tout tof t31 t(0.00%) 

tstrongly tdisagreed tthat tinsurance tcompanies tneeds tto ttrain tits tworkers tto tensure 

taccomplishment tof tmergers tand tacquisitions tgoals. tThis tshows tthat t90.32% t(29.03% tstrong 

tagreed tand t61.29% tagreed) tagreed tthat tinsurance tcompanies tneeds tto ttrain tits tworkers tto 

tensure taccomplishment tof tmergers tand tacquisitions tgoals. t6.45% t(6.45% tdisagreed tand t0.00% 

tstrongly tdisagreed) tdisagreed tthat tinsurance tcompanies tneeds tto ttrain tits tworkers tto tensure 

taccomplishment tof tmergers tand tacquisitions tgoals. tOverall, tthe tmode tof tthe tdata tis t90.32% 

tagreed, twhich tmeans tthat tinsurance tcompanies tneeds tto ttrain tits tworkers tto tensure 

taccomplishment tof tmergers tand tacquisitions tgoals. 
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4.3.6 The Mergers and Acquisitions have a positive impact on financial performance of tinsurance 

companies 

Table t4.9 tRaw tdata: tPositive timpact ton tfinancial tperformance 

Strongly agreed Agreed Uncertain Disagreed Strongly 

disagreed 

5 19 2 4 1 

Source tsurvey tdata: t2020 

Corporate tfirms thave tgrown tand tsurvived tthrough tmerger tand tacquisition, tusing tquestion t(Ai) 

tto ttest. tComputation tof tmeans, tvariances tof tinsurances tcompanies. tThis ttable tshows tthe 

topinion tof trespondents tand tscale tof tpoint tcomputation tto tshow tthe tsample tmean tas tbeen 

tcomputed. 
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4.4 Hypothesis Testing Pre and Post Indicators 

Table t4.11: tTable tof tHypotheses 

Hypotheses Significant Level Description 

Mergers tand tacquisition thas 

ta tsignificant timpact ton tROA 

0.023 

Fail tto treject 

The tP-value tis t0.023, twhich 

tis tbelow tthe tsignificant tlevel 

tof t0.05. tThis tillustrates 

tmergers t& tacquisition tis 

tsignificant ton tROA 

Mergers tand tacquisition thas 

ta tsignificant timpact ton tROE 

0.003 

Fail tto treject 

The tP-value tis t0.003, twhich 

tis tbelow tthe tsignificant tlevel 

tof t0.05. tThis tillustrates 

tmergers t& tacquisition tis 

tsignificant ton tROE 

Mergers tand tacquisition thas 

ta tsignificant timpact ton tEPS 

0.005 

Fail tto treject 

The tP-value tis t0.005, twhich 

tis tbelow tthe tsignificant tlevel 

tof t0.05. tThis tillustrate 

tmergers t& tacquisition tis 

tsignificant ton tEPS 

Mergers tand tacquisition thas 

ta tsignificant timpact ton tNPM 

0.567 

Rejected 

The tP-value tis t0.567, twhich 

tis tabove tthe tsignificant tlevel 

tof t0.05. tThis tillustrates 

tmergers t& tacquisition tis 

tinsignificant ton tROA. 

 

H1: tMergers tand tacquisition thas ta tsignificant timpact ton tROA 

 tReturn ton tassets tis tseen thaving ta tprobability tof t0.023, twhich tis tsignificant ton tmerger 

tbecause tit’s tbelow tthe tsignificant tlevel tof t0.5. tThe tdescriptive ttable tshows tROA treduces 

tsignificantly tfrom tthe ttime tof tmerger tand tafter tthe tmerger tfrom t9.8 tto t1.3 ton tmean. tThis tis 

tbecause tacquired tfirms tdidn’t texpand ttheir toperational tcost tafter tthe tmerger tso tthey tbuild ton 

tutilizing ttheir tresources tand talso tcompanies textensively tuse ttheir tdiscretionary taccruals tprior tto 

tthe tmerger tand tacquisition. tMarket tmovement tand teconomic tgrowth tof tthe tUK teconomic twas 

talso tan tinfluence tof tthe tdecrease tof treturn ton tassets, ttherefore treturn ton tassets tdecrease 

tsignificantly tafter tthe tmerger. tStudies tdone tby tYeh tand tHoshino t(2002), tand tIsmail tet tal. 
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t(2009) tin tthe tPhilippines tmanufacturing tsector tand tconcluded tfirms treturn ton tassets treduces 

tafter tmergers tand tacquisition. t 

 

H2: tMergers tand tacquisition thas ta tsignificant timpact ton tROE t 

Companies’ treturn ton tequity tprobability tvalue tis t0.003, twhich tis thighly tsignificant ton tmergers 

tbut tthe tdescriptive ttable tillustrates tthat tfirm’s treturn ton tequity tdecrease tsignificantly tafter 

tmerger tfrom t54.64 tto t10.81, twhich tis t44% treduction. tThe tZimbabwean tinsurance t tfirms tbuild 

ton ttheir tprofitability tand texpanded ttheir toperational tcost tafter tundergoing tthe tmerger, tthe thigh 

tsignificant tof treturn ton tequity tis talso thas ta tresult tof tcompanies tmaking tgreater treserves 

taccumulation, tsafeguarding tshareholders tvalue tand timproving tmanagement tof tfunds. tKhrawish 

t(2011) tconcluded treturn ton tequity tof tfirm’s tdecreases tafter tacquisition tof tcompanies. t 

 

H3: tMergers tand tacquisition thas ta tsignificant timpact ton tEPS t 

The tcompanies tearning tper tshare tis thaving ta tprobability tvalue tof t0.005but ta tnegative 

trelationship tvalue tof t-3.81, twhich tis tweak ton tmergers tand tacquisition. tIt’s tillustrated tin tthe 

tdescriptive ttable tthat tearning tper tincrease t3% tafter tthe tmerger. tThis tincrement tof tearning tper 

tshare tis tdue tto tsome tfactors tlike tthe tfirms tgoing tthrough tbuyback tprograms twhere tthe 

tcompanies tshare tis tbeen tsold tout tby ttheir tpromoters tand talso tthe tfirms thad tmade ta tlot tof 

tsales tafter tthe tmerger twhich tincrease tits tOperational tProfits. tThe treason tis talso tafter ta tmerger 

tfirms tinvested tin tother tprojects ttherefore ttheir trevenue tincline tand tshare tearnings tincreases. 

tAhmed tand tAhmed t(2014) tconducted tstudies ton tearning tper tshare ton tUS tcompanies tand 

tconcluded tthat tthe tshare tof tshareholders tincreases tsignificantly tafter ta tmerger. t 
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H4: tMergers tand tacquisition thas ta tsignificant timpact ton tNPM t 

Companies’ tnet tprofit tmargin tprobability tvalue tis t0.567, twhich tis tabove tthe tnormal tsignificant 

tlevel tof t0.5 tand tthe tdescriptive ttable tshow tthe tEPS treduces taround t1% tfrom t9.63 tto t8.29 

tafter tthe tmerger. tThis tdecline tof tearning tper tshare tis tdue tas ta tresult tof tfirm tcomplex 

torganizational tstructures tand tthe tlessened tmanagerial tefficiency tthat tleading tto tlosing tcontrol 

taffect tthe tcompany tefficiency tof tM&A ttoward tperformance t(Ravenscraft tand tScherer, t1989). 

tAnd talso tanother tanalysis tis tdone tby tMahesh tand tPrasad t(2012) tthat tfirms texternal tfactors 

ttogether twith tits tinternal tfactors tsuch tas thigher texpenses tand tfinancial tcharges, tnon-strategic 

tdecision tfrom tmanagers tand toperational tinefficiency taffects tnet tprofit tmargin tnegatively tand 

tresults tto ta tsignificant tlost. tOn tthe tother thand tNangja tand tAgrawal t(2013), tsays tnet tprofit 

tmargin tincreased tafter tmergers twhen tthey tconducted ta tstudy ton tIndian tpharmaceutical tindustry. 

4.4 Chapter summary 

This tchapter twas tfocusing ton tdata tpresentation tand tanalysis. tBoth tprimary tand tsecondary tdata 

twas tanalysed tin tthis tchapter, tprimary tdata twas tobtained tthrough tquestionnairestwhilst tsecondary 

tdata twas tobtained tthrough tcompany’s tdocuments. tThe tdata twas tanalysed tand tpresented twith 

tthe taid tof ttables, tgraphs tand tdescriptive tsummaries taccompanying. t 

  



57 

 

CHAPTER V 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.0 Introduction 

This tchapter twent ton tto twind tup tthe tresearch tby tsummarising tresearch tfindings tand 

trecommendations ton tthe teffects tof tmergers tand tacquisitions ton tfinancial tperformance tof 

tZimbabwean tInsurance tcompanies. tThis tchapter taims ton tsummarising tthe toverall tresearch tand 

tthe tfindings and tsuggestions ttby tthe tresearcher tare talso tto tbe taddressed. t 

5.1 Summary of chapters 

5.1.1 Chapter one 

The tresearch twas tfocusing ton tthe teffects tof tmergers tand tacquisitions ton tfinancial tperformance 

tof tZimbabwean tInsurance tcompanies. tChapter tone tcontains tvital tcomponents tof tthe tstudy 

twhich tis tthe tbackground tof tthe tstudy tand tproblem tstatement twhich tforms tbackbone tof tthe 

tstudy. tThe tresearch tobjectives tand tquestions tare talso tincluded tin tchapter tone twhich tforms tthe 

tdirections tand tguidelines tof tthe tresearch. 

5.1.2 Chapter two 

The tsecond tchapter tcontains tliterature twhich trelates tto tthe tmergers tand tacquisition tactivities 

toccurred tglobally. tThe tconvergence tand tdivergence tof tscholars’ tthoughts ton tmergers tas 

tstrategy tto tcreate tand tsustain tcompatative tadvantages. tOkpanachi t(2014) tand tAl-Hroot t(2016) 

twere tthe tmain tscholars tin tthis tchapter. tAl-Hroot t(2016) tsupported tthat tmergers toccurs twith 

tdifferent tmotives twhich tincludes treduction tof toperating tcost, tcreate teconomies tof tscale, tcost 

tsynergies tby tgaining tthe tpurchasing tpower. tOkpanachi t(2014) taverred tthat tthere tseveral treasons 

twhich tlead tto tfailure tof tmergers tsuch tas; tpoor tcorporate tgovernance, tcustomer tand temployee 

treaction, tlack tof tcommunication tand tlack tof tcoordination. t t 

5.1.3 Chapter three 

The tthird tchapter toutlined tresearch tmethodology tused tin tgathering tof tboth tprimary tand 

tsecondary tdata. tThe tchapter tillustrated thow tdescriptive tresearch tdesign twas tused tin tgathering 

data. tThe tchapter talso tdemonstrates thow tcensus ttechnique tused tto tcreate ta tsample tfrom tthe 
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ttargeted tpopulation. tThe tresearch tinstruments tused tto tgather tdata twas talso tincluded tin tthis 

tchapter. 

5.1.4 Chapter Four 

The tfourth tchapter tmainly tfocused ton tpresentation tand tanalysis tof tthe tresearch tfindings twhich 

twere tobtained tusing tresearch tmethodology tas tdescribed tin tchapter tthree. tThirty ttwo 

tquestionnaires twere tdistributed tto tthe ttargeted tpopulation tand tthe tresearcher trecovered tthirty 

tone tcompleted tquestionnaires ton twhich tresults twere tconcluded. tThe tgathered tdata twere 

tpresented tin ttables tand tgraphical tforms. t t 

5.2 Major research findings 

The tresearch tfindings tindicated tthat tthe temployees tof tinsurances tcompanies tin tZimbabwe twere 

taware tof tthe tmergers tand tacquisitions toccurring twithin tthe tsector tand tthey tall trated tthem tas 

tsuccessful tsince tthey tserve tthe tpurpose tthey tmeant tto tpurports. tIt tis tdiscovered tthat tthere tare 

tvast tnumber tof treasons twhy tinsurance tfirms tin tZimbabwe topt tfor tmerger tand tstrategies tas tan 

tideal tstrategy twhich tincludes; tmeeting tthe tstatutory tminimum trequirement tfor tcapital, 

taccumulate tand tenjoy teconomies tof tscale, tanticipation tof tcost tsynergies tand tstrategically 

tmanaging tthe tindustrial tindependence. t 

The tprofitability tand trevenue tlevels tof tmost tinsurance tcompanies tin tZimbabwe tare twitnessed tto 

tmaximise tprofit tfollowing tmergers tand tacquisition tdue tto treduction tin tnumber tof tcompetitors 

tand tas twell telimination tof tsubstitutes tfor tthe tservices. tThe tresearch tfindings talso thighlighted 

tdrastic tdecrease tin toperating tcost tas ta tresult tof tcombining toperations tand tfunction tand tas twell 

treducing trental tcost tand tstaff tcost. t 

The tstrategic tmeasures twhich twere timplemented tby tinsurance tcompanies tin tseeking tto tensure 

tsurvival tand tgrowth tincludes; tknowledge tand tskills tsharing, tcombining toperation tand tembracing 

tof ttechnological tinnovations. t t 

The tresearch tand tdevelopment tprograms tare tnoted tto tbe tthe tbest talternative tin tseek tways tto 

tattain tobjectives tof tmergers tand tacquisitions. tThe ttraining tof temployees tincluding tmanagement 

tis tevitable tto treduce tresistance tto tchange twhich tmay tnegatively taffect tthe tperformance. t 
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5.3 Recommendations 

 Insurance tcompanies tneed tto tembrace tcompetition tand tutilize teconomies tof tscale tand 

tsynergies tbrought tby tmergers tand tacquisition. t 

 Management tof tinsurance tfirms tneed tto timplement tprograms tand tpolicies twhich tfacilitate 

tknowledge tand tskills tsharing twithin tthe tgroup tto tenhance tcompetitive tpower. t 

 Companies tspecifically tthe tinsurance tfirms tin tZimbabwe tneed tto tembark ton teffective 

tcost tmanagement tpolicies twhich tcreates tcost tsynergies tsuch tas tinventory tmanagement. t 

 The tmanagement tshould tconsider tthe timplementation tof tJust tin tTime tapproach tfor 

tinventory tto tutilize tits tadvantages. t 

 Companies tshould tcreate tcost tcontrol tcommittees twhich tensure tproper tmanagement tof 

torganisation’s tspending tand talso tacts tas tan toversight tof tthe tactivities tof tmanagement tin 

ttheir tpurchases. t 

5.4 Summary 

The tchapter tsummarised tthe tcontents tof tthe tprevious tchapters, tthe tconclusion tarrived tfrom 

tresearch tfindings. tRecommendations tto tthe torganization twere talso tincluded tin tthis tchapter tand 

tif tproperly timplemented tthey tmight tbe tuseful. 
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Appendicies 

 

Questionnaires t 

 

Research ton tthe teffects tof tMergers tand tAcquisitions ton tfinancial tperformance tof 

tinsurance tcompanies tin tZimbabwe. 

I tam tDavid tMashingaidze tKamkoyo tR1610706B, ta tstudent tfrom tMidlands tState tUniversity 

tstudying tBachelor tof tCommerce tAccounting tHonors tDegree. tThe taim tof tthis tquestionnaire tis 

tto tsolicit tinformation tregarding tthe teffects tof tmergers tand tacquisition ton tfinancial tperformance 

tof tinsurance tcompanies tin tZimbabwe. tThe tinformation tthat tyou tare tgoing tto tprovide twill tbe 

tkept tconfidential tand twill tonly tbe tused tfor tacademic tpurposes. t 

Instructions tto trespondents 

 Do tnot twrite tyour tname ton tthe tquestionnaire 

 Tick tin tthe trelevant tbox tfor tyour tresponse 

 Where tapplicable tgive tyour topinion tin tblank tspace tbelow 

Section tA t 

1. tGender 

 tMale t t t t t t t t t t t t t t t t t t t t t t t t t t t tFemale t 

2. tNumber tof tyears tin temployment t 

Up tto tyear t t t t t t t t t t t t t t t t t t1 t– t5 tyears t t t t t t t t t t t t t t t t t t t6 t– t10 tyears t t t t t t t t t t t t t 

t t11 t+ tmore tyears t 

3. tQualifications 
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O/A tLevel t t t t t t t t t t t t t t t t t t tCertificate/ tdiploma t t t t t t t t t t t t t t t t t t t tDegree 

4. tWhat tis tyour tposition tin tthe tfirm? t……………………………….. 

 

 

 

Section tB 

1. tAre tyou taware tof tthe tmergers tand tacquisition twhich ttook tplace tat tyour torganisation? 

t 

Yes No 

  

2. tCan tthese tmergers tand tacquisition twhich ttook tplace tat tyour torganisation tregarded tas 

t t t t tsuccessful? t 

Yes No 

  

3. tThe tfollowing tare tmotives tbehind tmergers tacquisitions toccurring twithin tthe tinsurance 

tsector tof tZimbabwe. 

 Strongly 

tagree 

Agree 

t 

Uncertain 

t 

Disagree 

t 

Strongly 

tdisagree 

t 

To tmeet tstatutory trequirementfor 

tcapital t 
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Create teconomies tof tscale t 
     

Creation tof tcost tsynergies t      

For tmanagement tof tindustrial 

tinterdependence t t 

     

 

4. tThe tfollowing twere tthe timpacts tof tmergers tand tacquisition ton tfinancial tposition tof 

tthe tinsurer t 

 Strongly 

tagree 

Agree 

t 

Uncertain 

t 

Disagree 

t 

Strongly 

tdisagree 

t 

There twas tincrease tin tprofitability t      

Operating tcost twere treduced tdue 

tto tcost tsynergies tbrought tabout t 

     

Increased toperational tefficiency tas 

ta tresult tof ttechnology tsharing t 

     

Increased trevenue tlevels tresulting 

tfrom treduced tcompetition t 

     

 

5. tThe tfollowing twere tstrategies timplemented tby tthe tinsurance tcompany tto tensure 

tsurvival tand tgrowth t 

 Strongly 

tagree 

Agree 

t 

Uncertain 

t 

Disagree 

t 

Strongly 

tdisagree 

t 
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Knowledge tand tskills tsharing t t      

Combining tof toperations tand 

tfunctions t 

     

Procurement tpractices tsuch tas tJIT      

Technological tinnovations t 
     

 

1 The tfollowing twere tthe tchallenges tfaced tby tinsurance tcompanies tresulting tin 

tdeterioration tof tfinancial tperformance t 

 Strongly 

tagree 

Agree 

t 

Uncertain 

t 

Disagree 

t 

Strongly 

tdisagree 

t 

Customer treactions tover tnewly 

tformed tentity 

     

Employees’ tresistance tto tchange t 
     

Lack tof tcommunication twithin tthe 

tentity t 

     

Lack tof tcoordination tamong 

tdepartments t 

     

 

2 The tfollowing tare tstrategies twhich tcan tbe timplemented tby tthe tinsurance 

tcompanies tto tensure taccomplishment tof tmergers tand tacquisitions tobjectives. 

 Strongly 

tagree 

Agree 

t 

Uncertain 

t 

Disagree 

t 

Strongly 

tdisagree 
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t 

The tresearch tand tdevelopment 

t(R&D) tprograms 

     

Training tprograms tfor temployees      
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