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I. EXTENDED ABSTRACT  
 
"Just assume, you open the newspaper one fine 
morning, only to find that a key financial institution 
'X' has been acquired by 'Y'. You have maintained a 
business relationship of more than 10 years with 'X'. 
Adding to your surprise, after few days of acquisition 
the acquirer announced radical changes around brand 
name and service portfolios. It also introduced 
sweeping changes to the corporate culture of the 
newly formed entity". 
As a corporate customer what would be your reaction 
in the short-term? The present research focuses on 
corporate customers' reaction and effect with regard 
to the financial institution's post-merger and 
acquisition (M&A from here onwards) integration 
processes.  
M&A has become a common business expansion 
process in the last few decades, and there has been an 
increasing amount of research identifying the effects 
of different factors on the post-M&A integration 
process. The banking system in India has 
undoubtedly earned numerous outstanding 
achievements in a comparatively short-time, one of 
the important reforms being a few successful mergers 
and acquisitions. In 1993, the government took an 
important step towards economic prosperity and the 
first merger between nationalized banks happened. In 
order to compete with large and well- established 
public sector banks, private sector banks have been 
shaking hands with peer banks to establish 
themselves in the market. One of the first initiatives 
towards this was taken in 1999 when Deepak Prakash 
of HDFC and S.M. Datta of Times Bank shook hands 
to get into a merger. One of the principal objectives 
behind the mergers and acquisitions in the banking 
sector is to reap the benefits of economies of scale, 
for which, consolidation of Indian banking sector 
through mergers and acquisitions is the essential pre-
requisite. At present, the Indian banking industry is 
counted among the rapidly growing industries. The 
growth rate in this sector is remarkable and therefore, 
it has become the most favored banking destinations 
for international investors. A relatively new 
dimension in the Indian banking industry is 
accelerated through M&A. It will enable banks to 
achieve world class status and deliver greater value to 
investors. A considerable amount of literature has 

been published in the area of M&A, specifically 
considering developed countries’ perspectives. But, 
there has been little discussion around M&A 
researches conducted in the marketing area. The 
present study emphasizes on the banking sector 
because Indian banking sector has experienced an 
increased trend of M&As in the recent past.  
A surprising learning from M&A studies is that 60 to 
80 percent M&A deals are not successful (Dyer et al., 
2004, Marks et al., 2001, Bauer and Matzler, 2013). 
This established fact encourages marketing scholars 
to unravel the tact of generating a successful post- 
M&A integration process. Scholars demonstrate that 
when an organization is adequate enough to develop, 
integrate, and reengineer its internal and external 
competencies in an enhanced way; it can generate 
greater revenue compared to its key competitors 
(McKelvie and Davidsson, 2009). In this sense, the 
best case scenario is that the organization's value is 
enhanced during post-M&A integration process 
(Capron and Hulland, 1999, Datta, 1991, Homburg 
and Bucerius, 2005).  
Post- M&A integration process increases customers' 
uncertainty level and that further increases customers' 
switching intention (Bekier and Shelton, 2002). 
Hence, some studies (Anderson et al., 2001, 
Thorbjørnsen and Dahlén, 2011) have focused on 
studying factors such as customers' perception and 
attitude to determine M&A success or failure. On the 
other hand, Homburg and Bucerius (2005) examined 
the impact of marketing activities on post-M&A 
outcome. Past research indicates that the potential of 
marketing function has received relatively lower 
attention to post-M&A integration research. In 
particular, the importance of the role of corporate 
customers in post-M&A process has been 
overlooked, which leads to the failure of the M&A 
deal. It is important to understand corporate 
customers' perception in M&A research, because as 
compared to the transaction value of retail customers, 
corporate customers are contributing more in a bank's 
annual profit margin. Several studies have identified 
that in the course of post- M&A integration process, 
managers pay emphasis on legal issues, negation 
processes, asset transformations, whereas they paid 
little attention on understanding the perceptions of 
existing customers, and on the process of retaining 
customers. Deriving from the established marketing 

http://iraj.in
mailto:ritu.chhikara@bml.edu.in,
mailto:t.hoque@uea.ac.uk,
mailto:sb_ims@yahoo.com


International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-3, Issue-5, May-2017 
http://iraj.in 

Corporate Customers' Reaction to Post-M&A Integration in Banking Sector: A Qualitative Study of The Indian Banking Industry 
 

34 

objective of an organisation, the organisation's main 
objective is not attracting new customers but focusing 
their marketing mechanisms in retaining existing 
customers (Homburg and Bucerius, 2005). Going 
with this logic, during post-M&A process, an 
acquirer or merger should concentrate on identifying 
a suitable set of marketing processes that may be 
required for realizing a successful M&A deal. There 
is a dearth of studies which have looked at the impact 
that the marketing mechanisms following M&As 
have on existing corporate customers. Therefore, it is 
important to capture and comprehend the influence of 
post- M&A integration on customer reactions. This 
phenomenon can potentially enhance the acquirer 
bank's customers' retention rate.  
In addition to the above said, previous studies 
affirmed that consumers spend more time in 
investigation of information for high-involvement 
products compared to low involvement products 
(Zaichkowsky, 1985). The product categories of 
banking sector are treated as high-involvement 
products because here, the customers' purchase 
decision is dependent on complexity of product and 
prospective expenses (e.g. monthly installment, 
collateral amount, loan disbursement system, service 
charge of an account and so on).  In this sense, 
banking products can generate a greater degree of 
customer reaction to change relative to their reaction 
towards other types of products. Therefore we can 
say that customers' may experience high-levels of 
uncertainties for change in service pattern or offering 
by the acquired bank, which in turn might influence 
them to switch their business relationships from the 
newly acquired bank to another financial institution 
(Thorbjørnsen and Dahlén, 2011, Kato and 
Schoenberg, 2012). The research to date has leaned 
towards focusing on retail customers' attitude towards 
the change of corporate brand's name, while no 
research has been found that investigated corporate 
customers' reaction to the process of post-M&A 
integration.  
The present research aims to understand how 
corporate customers' comprehend the modification of 
marketing functions during post-M&A integration 
process in managing their banking relationships. 
Besides that, this research tends to focus on 

identifying crucial factors that encourage corporate 
customers to continue doing business with the newly 
merged or acquired financial institution.  
In general, this study attempts to answer two research 
questions a stated below:  
(1) How do post-M&A marketing integration 
influence corporate customers' reaction towards the 
acquired financed institution?  
(2) What is the impact of switching costs and 
customers' perception in relieving corporate 
customers' negative reactions during post- M&A 
marketing integration process?  
In general, this research dwells around the chain 
relationship of marketing function's integration, 
customers' reaction and customer's attitude towards 
post-acquisition amalgamation of the financial 
institutions, taking the case of India. To our 
knowledge the current study is unique in the sense 
that it investigates corporate customers' reaction to 
M&A deals in the Indian banking sector. We 
anticipate that this study will add new insights into 
marketing literature and demonstrate new dimensions 
for prospective future research. 
A number of marketing functions have received 
attention in the extant M&A literature. Some of these 
are: Corporate rebranding, sales force integration and 
service system integration. On the other hand, in 
order to determine how corporate customers' 
perceptions are influenced by post-M&A deal, this 
research has identified different levels of 
psychological perspectives of corporate owners or 
managers. Two of the most important customers' 
reaction constructs that are affected by redeploying 
marketing functions identified in existent marketing 
literature are: emotion and commitment. Given the 
importance of marketing functions' influences on 
customers' reaction, this study develops a conceptual 
model based on the theoretical ground of customer 
reaction and corporate branding. The proposed 
conceptual model (shown in figure 1) relates the 
integration of marketing functions to the corporate 
customers' reaction to reveal their attitude towards 
acquirer financial institution and acquired financial 
institution. The conce Figure 1 : Conceptual 
Framework 

 

 
Figure 1 : Conceptual Framework
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The beginning this research will show different levels 
of marketing integration processes. Thereafter, the 
research critically traces corporate customers' 
reaction on the modification of marketing functions. 
Finally, this framework depicts how corporate 
customers' negative reaction can be mitigated by 
certain moderators for experiencing better post-M&A 
outcome.  
Although research around M&A from the marketing 
context is not very extensive, most studies in this 
domain have been conducted in western economies. 
The banking structure and customers' psychological 
attitude differs significantly between Western and 
South Asian countries.  
Accordingly, in order to obtain greater realisation of 
corporate customers' attitude and marketing 
integration processes in India, this study will be 
focused on inductive research. This is why the current 
research has adopted qualitative research design by 
applying semi-structured, open ended questionnaires 
for obtaining information. This qualitative research 
design intends to provide in-depth contextual insights 
about M&A in the marketing domain. The unit of 
analysis is corporate customers of newly merged or 
acquired banks, who are impacted by changing 
ownership of financial institutions in recent past. The 
interviewer will provide a set of interview guidelines 
at the time of interview sessions, and shall take 
extensive notes for coding the respondents' subjective 
responses. 
This study postulates that the outcome will 
demonstrate clearly the corporate customers' behavior 
and perception due to post-M&A integration in 
marketing functions. In particular, this study 
conceptualizes that emotion and commitment are 
affected by marketing integration process. Thus, 
when a bank is in the process of signing an M&A 
deal the acquirer or merger bank must concentrate on 
marketing integration processes as well as 
considering customers’   perception in marketing 
modification process so as to realize a  better post-
M&A deal.  The findings of this study may help  
managers of acquirer or merger banks to understand 
the potential of post-M&A marketing integration 
tools. This research expects that the findings of this 

study will      enable the managers to comprehend 
how emotion and commitment of corporate customers 
are affected by marketing integration. This study also 
demonstrates how managers can alleviate customers' 
negative reaction towards banks post-M&A by 
involving customers in redeploying the marketing 
functions. It adds to managers’ knowledge of the 
value of increasing switching costs of customers 
leading to a higher retention rate for the bank and 
therefore greater profitability. 
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