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ABSTRACT

This study uses the ex-post facto research design to examine the relationship
between merger and acquisition (measured by CAMEL) asa survival and business
growth strategy (measured by Earning per share) of Nigerian Deposit Money
Banks (NDMB). The aim of the study is to investigate whether merger and
acquisition produces the desired synergistic effect in the sampled banks. The
population of the study comprises twenty-four deposit money banks classified
into two groups of ten trouble and fourteen sound banks. Out of which six banks
that had gone through the second round of consolidation were selected using
pur posive sampling technique. The study makes use of secondary data collected
from annual reports and accounts of the sampled banks for a period of seven
years (2008 — 2014. The study employs multiple regression analysisand analysis
of variance (ANOVA) to analyze the data collected. The regression results of the
study show a mixed relationship between merger and acquisition and business
growth of the sampled banks. The study argues that merger and acquisition as
survival and sustainable business growth strategy has failed to produce the
desired synergistic effects among the sample banks. This negates the theoretical
and financial beliefs that merger and acquisition would automatically lead to
synergistic gainsand value creation for shareholders. The study thus recommends
that CAMEL indicators should be managed better to have a positive relationship
with business growth.
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INTRODUCTION

Merger and acquisition isone of the best survival strategiesthat companiescan useto
devel op and have the best managerial expertise, have good market sharein acompetitive
environment, increasethe r profitability, become market leadersand increasetheir capital
base aswell as enhance business growth. It isan external growth strategy which has
becomeaphenomenoninseverd countriesall over theworld duetoincreasein privetization,
globalization, deregulation, intensive competition, economic meltdown, restructuring and
liberalization. The common motive behind merger and acquiSition are organi zation growth
and sustainable profitability. Frear (1991) statesthat the need to survivein acompetitive
businessenvironment and at sometime, create growth and development in thistime of
hard economic redlitiesmight a so beinformed by the need to maximizethe opportunities
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availableto acompany by replacingitsinefficient and incompetent management; the need
to achieve economies of scale, resulting in the combined output of both enterprises; the
need to select the production or market range of the company; the need to reduce
competition, by acquiring acompetitor asopportunity opensup new market, heavy fixed
cost and operating expenses and sheer ambition on the part of management to achieve
growth and market power of companies. In areaof hard economy situation, aswe have
seen today, acompany which facesathreat of businessfailure hasapossibility of been
liquidated. Merger asan investment decision can serve asan effective meansof reducing
thispossibility.

Theglobal economic meltdown that wastriggered by the US subprimelending
crisesof 2007-2009 which affected businessesall over theworldinwhich Nigeriaisnot
an exemption, resulted into the close down of some businesses and organi zation and many
at thevergeof liquidation (Akinbuli and Kelilume, 2013). Those companiesthat failed
operated bel ow expected capacitiesand remained stagnant, operated at lossesand failed
to declarereturnsto ownerswhereby theweal th of the ordinary shareholderscould not be
maximized. These have affected all business sectorsinwhich banking industry isnot an
exception. Thesubprimefinancial crisescreated problems specifically connected with
regulationsand attitudes of many actorsespecialy inthefinancia sectors. Theinadequacy
and weakness of the mechanism of corporate governancein thefinancia sector resultedin
the distress of some banksin Nigeria. This global economic meltdown led to bank
recapitalization and repositioning of thefinancia systemin Nigeriain 2009 after thefirst
round of bank consolidationin 2005 in order to build astrong, versatileand world class
deposit money banksthat can competefavorably with their counterpart all over theworld.
Thesemade merger and acquisition asurvival strategy for someof thesebanksin order to
achievethese objectives.

According to Achua and Ola (2013), as at the end of October 2012, the
consolidated deposit money bankshave shrunk further to 21, out of whichthree (Mainstreet
Bank Limited, Keystone Bank Limited and Enterprise Bank Limited) haveabridge banks
satuswhilesomeareat theverge of struggling to survive. In other words, four of themega
deposit money banks collapsed and threewere onthe brink of collapse, inlessthan seven
years after merger and acquisition. Consequently, the outcome of post-merger and
acquisitioninthebanking industry hasled theresearch community into aquandary asto
whether theindustry hasfollowed apath of massiverestructuring on amisguided belief of
vauegans.

Thisstudy was motivated by the failure and distress of some of these deposit
money banksafter first round of banks consolidation. The continual failureand distressof
some of these banks after the consolidation negatesthe theory of growth and synergy
being expected from their merger and acquisition. Mg ority of past researcherson mergers
and acquisitionsfocused on performanceand profitability arising from consolidation, but
lessfocushad been on merger and acquisition asasurvival strategy for corporate growth
inanorganizationintermsof assets, earningsand equity. Most of the studies conducted on
deposit money banks consolidationin Nigeriathrough merger and acquisition used pre-
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merger datathat did not pass through due diligence test due to regulatory and forced
consolidationtypeof merger and acquisitionin order to best deadlineand avoid compul sory
liquidation. Thisresearch wasto examinethe rel ationship between Merger and acquisition
asasurviva and sustainable businessgrowth strategy inthe Nigerian deposit money banks.
In order to achievethisobjective, specifically we evaluated the extent to which capital
adequacy ratio, asset qudity, management qudity, earning quality, and liquidity (CAMEL)
of merged Nigerian deposit money banksinfluencetheir post-merger earningsper share
(EPS). Thiswasto confirm the concept of synergy in consolidation using variousparameters
in respect of six of the deposit money banks that had gone through second round of
consolidationin Nigeria Thistakinginto consideration that the second phase of merger
and acquistionwasdoneunder due proper arrangement, without therush to meet deedline,
duediligence onthe capital adequacy, asset quality, management quality, earningsability
and liquidity brought forward by the merged banks.

Thisstudy ispremised on the hypothesisthat thereisno significant rel ationship
between merger and acquisition (CAMEL ) of merged Nigerian deposit money banksand
their post-merger earningsper share.

Concept of Merger and Acquisition

Mergersand acquisitionsarethemost popular meansof corporaterestructuring or business
combination and these have played animportant rolein theexterna growth of anumber of
companies all over theworld in which Nigeriais not an exception. The essence of a
surviva drategy for atroublefirmisto ensurethecontinua existenceof thefirm, maximization
of shareholder wealth, increase investor confidence and ensure economic growth. The
merger and acquisition strategy isto ensure synergetic effect on the post-merged firm. In
some cases, merger and acquisition failsto achievethe synergetic effects based on some
factors such asneglecting of duediligence on the processof merger and acquisition. The
study highlightsthe essence of duediligencein merger and acquisitionin order to achieve
growth and aso provideapractical adviceto ensurethat merger and acquisition succeed
inpractice.

Thetermsmerger and acquisition are often used interchangeably. However, there
aresomedifferences. A merger refersto the combination of two or more organizations
into alarger organization. Such actionsare commonly voluntary and resultsin anew
organi zational name often combining the namesof the origina organizations. Exampleof
merger in Nigeria, isthemerger between Stanbic Bank and IBTC Bank to form Stanbic-
IBTC Bank. Acquisgtion, ontheother hand, isthe outright purchase of one organization by
another. Such actionscan befriendly or hostileand theacquirer maintainscontrol over the
acquired firm (Jmmy, 2008). In Nigeria, exampleof thisistheacquisition of Intercontinental
Bank by AccessBank. Olowe (2011) defines acquisition (al so known astakeover) asthe
purchase of acontrolling interest in one company by another company; whileamerger is
an amal gamation between two separate companiesto form asingle company.

According to Boateng and Bjortuft (2003), amerger isacombination of business
which occurswhen two companies, moreor lesson equal footing, decidetojoinforces.
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Ontheother hand, acquisitionsare bus nesscombination which occurswhen one company
takes over another company. A merger or an amalgamationisviewed asthe situation
wheretwo or more companies combinetogether to form alarger businessorganization,
whileatakeover or an acquisitioninvolvesthe purchase of controlling sharesin another
company. A merger or an acquisitionisamethod that is carefully planned to achievea
synergetic effect (Akinsulire, 2010). Brockington (1987) definesamerger astheresult of
aprocesswhereby two or more previously autonomous concerns come under common
control.

Samue son (1980) introduceswhat herefersto asconglomerate mergerstoinclude
situations where acompany in oneindustry takes on acompany in another unrelated
industry. Ajogwu (2011) statesthat merger and acquisitionisapowerful growth tool used
by companiesto achievelong term growth and increased revenueor profitability. Akgobek
(2012) affirmsthat abusiness combinationisone of themost preferred growth strategies
onthebasisof al theassetsand liabilitiesinacommon pool to cresteasynergy of two or
moreactivitiesof theentity. Olowoniyi and Ojenike (2012) assert that merger and acquisition
areglobal termsused in achieving business growth and survival and that merger and
acquisition are performedin the hope of realizing an economic gain. For such atransaction
to bejustified, the two firms must be worth more together than they were apart. The
synergetic effect isthat the val ue of the combined firm should begreeater than the value of
thetwo prior to acquisition. These can be obtained in three wayswhich are exploiting
economiesof scale, expl oiting economies of scope and efficient alocation of capital.

Pandey (2005) affirmsthat synergy impliesasituation wherethecombinedfirmis
moreva uablethan the sum of theindividua combiningfirms. Inthesamevein, VanHorne
(2000) opinesfurther that the fused firm should be of greater value than the sum of the
firmsthat madeit up, that is, theeffect of thefus on should beableto trandate mathematically
into a2 + 2 = 5result. Synergy could bein form of sales, operation, investment and
management. A merger will makeeconomic sensetotheacquiring firmif itsshareholders
benefit. Merger will create economic advantage when the combined present value of the
merged firmsisgreater than the sum of their individua present val uesas separate entities
(Pandey, 2005). Angwin (2001) in Gatheru and Were (2013) opinethat in thefast-paced
world of mergersand acquisitions, at the beginning of every transactionisavisionfor the
future of anewer, bigger, better operation where everythingisrosy and profitsarethere
for thetaking.

Concept of BusinessGrowth

Businessesareforced to grow with variousreasons and the purpose of businessgrowthis
to provide devel opment opportunitiesof businessbeforetheir competitorsandto helpthe
res stanceand giveeasy strugglesinthemoment whenfaceto facewith difficulties. Growth
of the firm can be achieved by introducing new products and servicesto the market,
improving onthealready existing productsand servicesinthe market or by expandingits
present operationsonitsexisting products (Gatheru and Were, 2013). Businessgrowthis
one of thekey indicators of assessing the success of abusiness which enhances good
return to the ordinary sharehol der, good competitive advantages, attracting top, talented
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and skill executives and a so contributing to economic growth. Growth isnecessary to
determinethe performance and continual existence of any business. Without growth, itis
difficult for abusinessto attract good management. According to Pandey (2005), growth
isessential for sustaining the viability, dynamism and value-enhancing capability of a
company. A growth-oriented company isnot only ableto attract the most talented executives
but it would also be ableto retain them and thiswill lead to higher profit and increasein
shareholders value. According to Akgobek (2012), growth isanatural development for
all living things, itisnatural to be established into growth processand thisis extremely
important for the existence of abusiness. Hence, businessissimilar toliving organism
which must grow to survive.

Thisstudy wasanchored on va ue cregtion/synergy theory and operating efficiency
theory. Thesetwo theorieshold that firm managers achieveefficiency gainsby combining
an efficient target with their businessand then improving the performance of thefirmin
termsof businessgrowth. Thetheory agreed with the belief that merger and acquisition
shouldresultin agreater valuein the merged compani esthan when operatingindividualy.

Ikpefan (2012) reviews post-consolidation effect of mergersand acquisition on
Nigeriadeposit money banksand establishesthat merger and acquisition affect the banks
andtheir overall performance. The study a so noted that merger and acquisition require
timeand cannot be donein ahurry. Hefurther statesthat the bank consolidation exercise
of 2005 as supervised by the CBN had yielded lots of benefitsin terms of improved
banking environment, played asignificant rolein strengthening bank’ scapital baseaswell
asrestoring confidenceamong the public and had consequently enhanced the devel opment
of theeconomy. However, it takes morethan banks merging to ensurethe soundnessand
gtability of banks. Thisconclusionwasa so supported by Elumilade (2013) in hisstudy on
mergersand acquisitionsand efficiency of financia intermediationin Nigeriabanks, finds
that mergersand acquisitionsin the banking industry had improved competitivenessand
efficiency of the borrowing and lending operationsof the Nigerian banking industry.

Also, Onaolapo (2013) examines post- merger performance of Nigerian banking
sector with theaim of determining the effect and the extent to which merger influenced
bank performance. Datawere andlyzed using percentageand ratioswith multipleregressons
used in testing the hypotheses. The study reveal sthat there was a strong relationship
between bank performanceand merger and that on average, bank consolidation resulted
intoimproved performanceand that bank consolidation can use merger and acquisition as
adrategictool which must be continuoudy applied and implemented. Nedunchezhian and
Prema atha (2013) andysetheimpact of financia performance of commercia banksafter
mergersin Indiawith the objective of finding whether banksachieved efficiency during
post-merger period intheareas of capital adequacy ratio, management efficiency ratio,
earningsand profitability ratio and leverageratio using four banks between 2006-2010.
Thefindings of the study reveal s growth rate of Debt/Equity, Total Advancesto Total
Assets, Equity capital to Total Assets, Dividend payout ratio but Growth rate of Returns
onAssetsratio and other incometo Total Income showslessimprovement in threebanks
after merger except only one. Similarly, Kemal (2011) study post- merger profitability for
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Roya Bank of Scotland using accounting ratiosto analyze thefinancial performance of
Roya Bank of Scotland after merger. Thestudy analyzed thebank financia statementsfor
aperiod of four yearsfrom 2006-2009 using twenty vital ratios. The study concludesthat
thefinancia performanceof RBSintheareaof profitability, liquidity, assetsmanagement,
leverage and cash flows have been quite satisfactory before merger deal. It meansthat
merger failstoimprovethefinancia performanceof thebank.

Also, Long (2015) inthestudy of merger and acquisitionin Czech Banking sector-
assessed the impact of bank mergerson the efficiency of banks. The study compares
performance of the banksinvolved in before and after mergersby assessing thefinancial
performance of Czech banks, over aperiod from 2000-2010. The analysisrevealsmix
profitability after the merger for bankswith thet-test showing no significant differencein
profitability beforeand after merger. Theresultsindicatethat firm sizeand growth have
significantly positivere ationship with firm profitability while debt capital decreasesfirm
profitability.

Similarly, Sanni (2009) studied the short term effect of the 2006 consolidation on
profitability of Nigerian banks. The study used Return on Equity (ROE) asameasure of
profitability and examinesthe ROE of fifteen banksout of theremaining twenty-four post
consolidation megabanksfor aperiod of threeyears pre- consolidation and threeyears of
post- consolidation. Using descriptive method and the sampl e t-test statistic, the study
findsout that therewasasignificant increasein the profitability of only four of the banks
and asignificant decreaseintheprofitability of therest.

Umoren and Olokoyo (2007) studied merger and acquisitioninNigeria: Anaysis
of performance pre and post consolidation of thirteen megabanksin order to consider if
therehad beenimprovementsinther prafitability, liquidity and solvency after consolidation.
Correlation analysiswas used to test theimpact of the consolidation on the performance
measurement parameters. They findsout that on average, bank consolidationresultedinto
improved performance. Somoye (2008) conducted a study on the performance of
commercia banksin post- consolidation periodin Nigeria: anempirical review andfinds
out from the analyses of the published audited account of 20 banks out of the 25 banks
after consolidation that the consolidation programs had not improved the overall
performance of banks.

Okpanachi (2011) in hisstudy “comparative analysisof theimpact of merger and
acquisitionsonfinancial efficiency of banksin Nigeria’ using grossearnings, profitsafter
tax and net assets of the sel ected banks asindicesto determinefinancial efficiency by
comparing the pre-merger and post-merger acquisitionindices. Thefinding revealsthat
the post-merger period wasmoreefficient thanthe pre-merger period. Smilarly, Mohammead
and Zahid (2014) intheir study, mergersand acquisitions: effect on financia performance
of manufacturing companiesof Pakistan concludesthat overall financial performance of
acquiring manufacturing corporationsinggnificantly improvedin after merger period. The
liquidity, profitability and capital position insignificantly improved whiletheefficiency
deteriorated in after merger period. It wasfindly concluded that merger impact on different
industriesof manufacturing sector differently.
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METHOD

Thisstudy adopted the ex-post facto research design to examinethe rel ation between
merger and acquisition assurvival and sustainable businessgrowth strategy in Nigerian
Deposit Money Banks. The population of thisstudy isthe twenty-four deposit money
banksthat were consolidated and operating in Nigeriain 2008. However, these banks
population were classified into two groupswhich wereten troubled deposit money banks
and fourteen sound and healthy banks as highlighted by central bank of Nigeriain year
2010 asaresult of the special examination on banks carried out in 2009. These banks
were

The troubled Banks

Name of Banks Capital after merger and acquisitions
UnionBank Plc N 95.70billion
Intercontinental Bank Plc N 53.90billion
WemaBank Plc N 31.90hillion
Unity Bank Pic N 30.00billion
Bank PHB Pic N 28.50hillion
Oceanic Bank International Plc N 37.70billion
Afribank NigeriaPlc N 24.90billion
Spring Bank Plc N 25.00billion
Finbank NigeriaPlc N 25.40billion
Equitorial Trust Bank Ltd. N 28.40billion

Sources. CBN Reports (2008), Ebimobowei and Sophia (2011).

However, thisresearchlooksat the second phase of bank consolidationin Nigeria
Thiswasin respect of six banksthat had gone through second round of bank consolidation
out of theten classified troubled banks and fourteen sound banksin 2010. These banks
were Intercontinental bank/A ccessbank to form Access group, Oceanic bank/Eco bank
toform Eco group and Fin Inland bank/FCM B bank to form FCMB group.

The Sound/healthy banks

P-M/C Bank CB(Nb) P-M/C Banks

Access Bank 28.5 Access Bank, Marina Bank, and Capital Bank

Diamond Bank 33.25 Diamond Bank and Lion Bank

Eco Bank Nigeria 25.0 Eco Bank Nigeria

First City Monument Bank 30.0 FCMB, Coop. Development and NAMB Limited

First Bank Plc 44.62 First Bank of Nig. Plc, FBN Merchant Bankers, many Banks
Guarantee Trust Bank 34.0 Guarantee Trust Bank

IBTC Chartered Bank 35.0 IBTC, Chartered Bank, and Regent Bank

Nigerian International Bank 25.0 Nigerian International Bank (City Group)

Skye Bank 37.0 Prudent Bank, EIB International, Cooperative Bank, Bond Bank and Reliance Bank
Sterling Bank NAL

Stanbic Bank 25.0 Stanbic Bank

Standard Chartered Bank 26.0 Magnum Trust Bank, NAL Bank, Indo-Nigeria Bank and Trust
Bank of Africa

United Bank of Africa 50.0 United Bank for Africa and Standard Trust Bank

Zenith Bank 38.2 Zenith Bank

Post Merger/Consolidated Bank = P-M/C Bank; Capital Base in Billion (N) = CB (MNb); Pre
Merger Consolidated Banks = P-M/C Banks
Source: CBN Press Release (2006), NSE Fact Book (2006) and Ebimobowei and Sophia(2011).

Purposive sampling techniquewas used in selecting the six listed banksfor this
research from among the ten troubled deposit money banksand thefourteen sound deposit
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money banksthat arose from the special examination carried out by CBN on deposit
money banksin 2009. Purposive sampling was adopted because of the need to select
bankson second phase of consolidation which provided therequisitedataor information
for the study. Three banks each were sel ected from each classification for purpose of
merger and acquisition. Access bank, FCMB and Eco bank were sel ected from sound/
hedlthy bank’s classification while Intercontinental bank, First-inland bank and Oceanic
bank were selected from troubled bank’s group. This sample sel ection technique had
equally been used by researcherssuch asAshfag (2014); Olowoniyi and Ojenike (2012);
Onaolapo andAjala(2012); Okpanachi (2011).

These bankswerethosethat had gonefor second phase of consolidationin 2010
after the one of 2005. The sampled bankswere chosen based on thefollowing criteria:
Themerged or acquirer banks must have been classified astrouble banksby CBN; the
acquiring banksmust retaintheir identity prior to and after themergersacquisitionsactivities,
they must have gonefor second round of consolidation; they must have followed due
diligencein the consolidation process; they must have at | east two years post-merger
financia statements; the Managing Director of the acquiring banks must beretained and
never be sacked by CBN.

This study made use of secondary data that were sourced from the financial
satementsof the six sampled banksfor aperiod of sevenyears(2008-2014) using Nigerian
Stock Exchange (NSE) Fact Books and published financial statements of the sampled
banks. The choice of secondary datafor thisstudy wasbased onthefact that primary data
was considered subjective for the study. The use of secondary data was considered
appropriatefor thisresearch because the study was an enquiry in which theresearchers
had no direct control over theindependent variables. Thiswasbecausethefinancia data
used for thisresearch were historical. Some of the previousresearcherswho had equally
made use of only secondary datain the past were: Arunaand Nirmala (2013); Kumar
(2013); Olowoniyi and Ojenike (2012); Onaolapo and Ajala(2012); Ebimobowe and
Sophia, (2011); Kouser and Saba (2011); Okpanachi (2011).

The annual reports and accounts of the banks as published according to the
regulation of CAMA (1990) and other regulatory bodies such asNigeriaStock Exchange
(NSE), Banksand Other Financial Institution Act (BOFIA), Securitiesand Exchange
Commission (SEC) Act and CompaniesincomeTax Act (CITA), Central Bank of Nigeria
(CBN) and Nigerian Deposit I nsurance Company (NDIC) were sourced and rel evant
datafor the purpose of thisresearch were extracted and captured into adata collection
sheet created on excel in columnar formfor the banksand group of banks. Theserel evant
datato the research variableswhich were extracted were collated, analyzed and were
converted to various appropriate measures before bei ng imputed into computer using
excel softwarefor analysisand t-test and f-test were used to test the hypothesison the
difference between merger and acquisition factors on businessgrowth withtheaid of a
package called Statistic Packagefor Social Sciences (SPSS) computer software.

Thisstudy used Anadysisof Variance (ANOVA) and multipleregressonsanaysis
to analyze the datacollected to measure the significance of linear bi-variant between the
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dependent and independent variablesin the study. Merger and acquisition{ measured by
Capital adequacy ratio, Asset quality, Management quality, Earning quality and Liquidity
(CAMEL)} weretheindependent variableswhile Businessgrowth (measured by Earning
per share) wasthe dependent variable. Theresearch hypothesiswastested using F-dtatistic
aswdl| ast-gatigtic. Thistechniqueshad been used by Gatheru and Were (2013); Onaolapo
andAjala(2012).

Estimation of Regression Equation

Y = f (X0 X0 X5 X, Xe)

EPS = fi, + A X, AX + X+ A X, +AX +

EPS” = ﬁo + ﬁICARit+ ﬁZAQit+ ﬁsM Qit+ I’N]zlEQit-i- ﬁSLIQit+ M
Where:

Y = Earnings per share (EPS)

X, = Capitd Adequacy Ratio (CAR)

X, = Asset Quality (AQ)

X, = Management Quaity (MQ)

X, = Earning Qudity (EQ)

Xs = Liquidity (L1Q)

VI = theerrorsterms(stochastic variable)

A, = theintercepts(constants) .

n, = thecoefficientsfor the CAR,AQ, MQ, EQand L1Q respectively.

RESULTSAND DISCUSS ON

Table 1: Pre-Merger panel data regression coefficients of earnings per share

Variable Coefficient Sd.Error t-Satistic Prob.

C 8063372 1612111 0.500175 06513
CAR 18.26645 52.75598 0.346244 0.7520
AQ 6.744540 40.69783 0.165722 08789
MQ -133.2761 1776098 -0.750387 05075
EQ 3991511 1145137 0.348562 0.7504
LIQ -6.981912 1573325 -0443768 0.6873
R-squared 0.364087 Mean dependent var -2.15324

Adjusted R-squared -0.695769 S.D. dependent var 3.58844

S.E. of regression 4672924 Durbin-Watson stat 2.00023

F-statistic 0.343525 Prob. (F-statistic) 0.860022

Source: Researchers' extracts from Panel Data analysis, 2016.

Thepre-merger panel dataregression coefficientsfor EPSreved that CAR,AQand EQ
arepositively related to EPS, whileMQ and L1Q are negatively related to EPS. Thisis
signified by the signsof the partial regression coefficientsof 18.266, 6.745, 39.915, -
133.276 and -6.982 for CAR, AQ, EQ, MQ and LIQ, respectively. This means that
thereisapositivere ationship between explanatory variableshaving positivesignswith
EPS and negativerel ationship between theindependent variableshaving negative signs
with theexplained variable (EPS).
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However, the p-values of the t-statistics of 0.752, 0.879, 0.508, 0.750 and 0.687 for
CAR,AQ, MQ, EQand LIQ, respectively revealed that these mixed relationshipsis
insignificant at 95% confidencelevel connoting aspuriousrelationship. Also, thep-vaue
of the F-statistic of 0.860 impliesthat the combined effect of al theexplanatory variables
ontheexplained variableisalso insignificant at 5% level of significance. All theseare
pointerstothefact that thereisno significant rel ationship between theindependent variables
and performance measure, EPS. The Durbin Watson statistic of 2.00 suggeststhat thereis
no evidenceof serid correlationinthetime seriesof the dataemployed by thisstudy. The
R2of 0.3641 impliesthat 36.41% of the changesinthevalue of EPS of the sampled firms
can be explained by the changesin the explanatory variables(CAMEL ) included inthis
study, whiletheremaining 63.59% can be attributed to other factorsnot included inthis
model.

Table2: Post-merger panel dataregression coefficientsof earningsper share

Variable Coefficient Sd.Error t-Satistic Praob.

C -2.689125 1750761 -1.535975 0.1755
CAR -11.23768 8.740891 -1.285645 0.2460
AQ 2542877 3581322 0.710039 05043
MQ -19.53047 2857563 -0.683466 05198
EQ 4274114 21.38564 1.998591 0.0926
LIQ 3128200 1.195590 2616449 0.0398
R-squared 0572168 Mean dependent var 0.746983
Adjusted R-squared 0.215642 S.D. dependent var 0.698363
S.E. of regression 0.618498 Durbin-Watson stat 2072024
F-statistic 1.604843

Prob. (F-statistic) 0.289198

Source: Researchers’ extractsfrom Panel Dataanalysis, 2016.

The post-merger panel dataregression coefficientsfor EPSreveaed that AQ, EQ
andL1Q arepositively related to EPS, while CAR and MQ are negatively related to EPS.
Thisissignified by thesignsof thepartial regresson coefficientsof 2.543,42.741, 3.128,
-11.238 and -19.530 for MQ, EQ, L1Q, CAR and AQ, respectively. This meansthat
thereisapositiverelationship between explanatory variables having positive signswith
EPS and negative relationship between theindependent variables having negative sign
withtheregressed, EPS.

However, the p-values of thet-statistics of 0.246, 0.504, 0.520, 0.093 and 0.040
for CAR,AQ, MQ, EQQand L1Q, respectively reved ed that these mixed relationshipsis
insignificant at 95% confidencelevel connoting aspuriousre ationship except for that of
L1Q (0.04) whichissignificant. Also, thep-value of the F-statistic of 0.2892 impliesthat
the combined effect of all the explanatory variables on the explained variableisalso
insignificant at 5% level of significance. All theseare pointersto thefact that thereisno
sgnificant relationship between theindependent variablesand performance measure, EPS.
The DurbinWatson statistic of 2.07 suggeststhat thereisno evidence of seria correlation
inthetime seriesof the dataemployed by thisstudy. The R%of 0.5722 impliesthat 57.22%
of thechangesin thevaueof EPS of the sampled firmscan be explained by the changesin
theexplanatory variablesincludedinthisstudy, whiletheremaining 42.78% can beattributed
to other factorsnot included inthismode.
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Table3: ANOVA Pre-Merger and Post-Merger Panel Data Regression Coefficients of
Earningsper share

Method df ValueProbability

t-test 10 -0.512913 0.6192
Satterthwaite-Welch t-test* 6.197708 -0.512913  0.6258
AnovaF-test (1,10) 0.263079  0.6192
Welch F-test* (1,6.19771) 0.263079  0.6258

*Test dlowsfor unequd cell variances

Anayssof Variance

Sourceof Variation df Sum of &g. Mean Sq.
Between 1 563.3896 563.3896
Within 10 21415.19 2141.519

Tota 1 21978.58 1998.053
Category Statigtics

Variable Count Mean Sd.Dev.  Sd.Err.of Mean
PRE 6 -11.21141 61.79717  25.22859

POST 6 2492481  21.54409  8.795339

All 12 -4.359463 44.69958  12.90366

Source: Researchers' extractsfrom Panel Dataanalysis, 2016.

The test of equality of means between series on table 3 as indicated by t and
F-statisticsof 0.6192 reveal sthat thereisno significant differences between pre-merger
and post-merger capital adequacy ratios, assetsqualities, management quaitiesearnings
quditiesand liquidity ratiosof the sampled banksemployed by thisstudy and by extension
the pre-merger and post-merger earnings per share. Thisimpliesthat inthe short run,
merger and acquisition of the sampled bankshas not produced the expected synergy. This
iscontrary to our apriori and theoretical expectationswhich predict that merger will have
synergetic performanceinfluence on the post-merger performance of the merged banks.
Wetherefore accept the null hypothesi swhich statesthat thereisno significant relationship
between CAMEL variablesand post-merger EPS of money deposit banksin Nigeria.
Themerging of the banks had failed toimprovethe earnings attributableto the ordinary
shareholdersof themerged banks. Thisindicatesno growthinearningsandlack of synergistic
gansasmeasured by earningsper share.

Thesefindingssubgtantialy aignwiththepreviousempirical sudiessuchasKemd
(2011), Nedunchezhian and Premalatha (2013) and Somoye (2008) and provide an
evidenceof negativerelationship. Thisa so negatestheva ue creation/synergy theory and
operating efficiency theory. Thisresult negatesthefindingsof Mohammed and Zahid (2014),
Okpanachi (2011), Sanni (2009), Umoren and Olokoyo (2007), Elumilade (2013) and
Onaolapo (2013) which provided an evidence of positiverelationship.

International Journal of Economic Development Research and Investment, Vol.7, No. 2; August 2016 107

ISSN: 2141-6729




CONCLUSIONAND RECOMMENDATIONS

The study has extended thefrontier of knowledge by adding to the understanding of the
rel ationship between theindependent variables(capita adequacy, asset quaity, management
quality, earningsability and liquidity) and dependent variable (EPS). Also, the survival
strategy and sustainable businessgrowthmode! (EPS, =1 +i,CAR ,A,AQ +AMQ +
n,EQ +A.LIQ + 1 ) asdeveloped for thisstudy has contributed to theexisting literature
on merger and acquisition based on thefinding that growth in the banking industry proxy
by EPS can be ascertained using the specificinputs (CAMEL ) rather than usng CAMEL
astraditional performance measurement.

Thestudy hasal so contributed to theexisting literature by focusngon CAMEL as
independent variabl es (banksinput into merger) rather than thetraditional performance
indicator in banking environment and thereby providesabetter understanding of the effect
of CAMEL on the performance of banks proxy by EPS. To the best of our knowledge,
little or no relative study had been carried out on merger and acquisition asasurvival
srategy for growth in respect of those six Nigerian deposit money bankson second round
of consolidationwhichfollowed duediligenceintheir consummation using thevariable
suchasCapita adequacy, Asset qudity, Management qudity, Earningsability and Liquidity
asindependent variablesand the dependent variabl e as a performance measurement of
EPS. Thisstudy filled thisresearch gap by affirming whether or not merger and acquisition
isasurvival strategy and sustainable businessgrowth for an organization moving toward
liquidation or those struggling to remainin business. Thiswasdoneto affirmthevaue
creation theoriesand synergistic gains. The study negatesthetheoretical and financial
beliefsthat merger and acquisitionwill lead to value cregtion and have synergistic effect on
themerged bank. The study revealed that therewas no significant difference betweenthe
pre-merger and post-merger CAMEL and by extension the pre and post-merger EPS.
Thisimplied that inthe short runthe banks merger had not produced the expected synergistic
gainsandthisfailstoimprovethefinancia performance of the merged bankswhichfailed
toyieldavery positiveresult compared with the pre-merger result. Thisiscontrary to our
apriori expectation and theoretical expectation that merger leadsto synergy.

From the findings of this study, it could be concluded that aside merger and
acquisition, synergetic gain and val ue creation can a so be achieved when banksimprove
on their risk management, corporate governance practices and top practices of
professiondisminthecourseof banking operationto put confidenceinthemind of customers
for better performance. Thisaffirmsthat merger and acquisition arenot thebest solutionto
financid distressin banksaswell ascorporate organization. On the bases of thefindings
and conclusionsderived from thisstudy, thefoll owing recommendationsare made:

I. The CAMEL of the merged banks should be managed better in order to havea
positivereationship with EPSfor future synergistic gainsand growth.

i. Thebanksshould comeupwithmorerobust efficiency srategiesthat wouldimprove
their performancein order to have synergistic effect on EPS.
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il The banks management should be proactivein product diversificationswhich help
in generating additiona incomefor thebankswhichwill havemultiplier effect on
performance.

V. The banks should improve on their risk management, corporate governance
practicesand top practices of professionalismin the course of banking operation
to put confidenceinthe mind of customersfor better performance.

V. The policy makersand regulators should be morefocus on best practicesrather
than promoting merger and acquisition asasolution to banksdisiressand increased
post -merger performance.

Vi. Inorder to achieveaseamlessintegration, cultural differencesin banksshould be
properly sorted out to avoid egoism and disharmony that may affect bank’soperation
and efficiency which can lead to poor performance and diminished synergistic
benefit.
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