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ABSTRACT 

Achieving sustained competitive advantage through backward integration is very important 

to all firms that manufacture or produce goods and services especially in this era of 

competitive business environment. We examined the association between backward 

integration and sustained competitive advantage in Fast Food Eateries in Nigeria. Cross 

sectional research design was adopted and we examined 113 managers and non-managerial 

personnel as sample size of 160 respondents in seven Fast Food Eateries. The sample size 

was determined using Krejcie and Morgan sample technique.  Questionnaire was used in 

data collection and the reliability of the instrument was tested using Cronbach Alpha 

reliability test which gave a result of 0.7 and above. Multiple regression statistics was used in 

testing the formulated hypotheses. The result revealed that backward integration is 

significantly associated with sustained competitive advantage. Based on this result, our study 

concludes that backward integration affects sustained competitive advantage in Fast Food 

Eateries in Nigeria. Thus, our study recommended that Management should engage in plant-

level and Firm-level integration in order to ensure steady supplies and flow of raw stock for 

production as this will help in delivering customer and shareholder value to attain market 

share. Management should also apply transaction cost theory in their pursuit of backward 

integration to reduce cost of production as this will assist in meeting customer demands and 

shareholder values in order to attain market share.  

Keyword: Backward Integration, Plant-level and Firm-level integration, Sustained 

Competitive Advantage, Customer Value, Shareholder value, Fast Food Eateries. 
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Introduction 

Over decades now, Fast Food sector in Nigeria has made a significant contribution to the 

country's economy. In 2015, the Fast Food Industry in Nigeria was valued at N250 billion 

(Mustapha et al., 2014). The fast food business in Nigeria is increasing at a rate of 4% per 

year, according to the Association of Fast Food and Confectioners of Nigeria (AFFCON), 

with a good returns on investment and it employs over 500, 000 people which contributes in 

reducing the level of unemployment. According to Mustapha et al. (2014), it was predicted 

that the number of Fast Food Outlets in Nigeria is growing at a geometric pace and might 

quadruple in the next few years. This projection has made many entrepreneurs to enter into 

the Fast Food business without adequate preparation for strategies required to succeed 

(Mustapha et al., 2014).  

However, there exists a rival competition to attain sustained competitive advantage in the 

Fast Food business and several factors are responsible for it. To compete successfully in this 

environment, Fast Food eateries in Nigeria need to adopt backward integration as a strategy. 

Furthermore, past empirical studies had its focus on some integration strategies with little 

regards to backward integration as a strategy that can be adopted by Fast Food Eateries to 

gain sustained competitive advantage. For instance, many researchers considered vertical 

integration by paying more attention to forward integration for business growth rather than 

backward integration strategy (Gevald & Elisifa, 2013; Dorsey & Boland, 2009).  

Backward integration is associated with a manufacturer's judgment to integrate with its 

components or equipment towards taking over supplies, whether to produce or purchase an 

input. Backward integration is a growth strategy (Aluko et al., 2011) that can be adopted by 

Fast Food Eateries in their business operations. According to Lieberman (1991), the 

situations and reasons for backward integration vary, and could be found under a condition 

where there exists a rival competition with the aim to reduce transactions costs and to 

maintain costs leadership benefits. However, critical examination of the past studies showed 

that backward integration as a strategy is lacking in research literature which implies that 

much research studies have not been conducted in this area. Furthermore, it seems that the 

scanty empirical work on backward integration studies stemmed from inability to measure 

backward integration and to carry out research study on the subject matter as relates to other 

variables. Thus, the present study tends to bridge this gap as it examined the association 

between backward integration and sustained competitive advantage in Fast Food Eateries in 

Nigeria using two dimensions (plant-level and firm-level integration) in relation to sustained 

competitive advantage measures (customer value and shareholder value). Therefore, our 

study examined the extent to which backward integration can be adopted as business strategy 

to gain sustained competitive advantage in Fast Food eateries in Nigeria. 

Purpose of the Study  

The aim of this study is to investigate the relationship between backward integration and 

sustained competitive advantage in Fast Food Eateries in Nigeria. To achieve this, the study 

focused on the following objectives:  

1. To examine the association between plant-level integration and customer value in fast 

 food firms in Nigeria.  

2. To investigate the association between plan-level integration and shareholder value in 

 Fast Food Eateries in Nigeria. 
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3. To ascertain the association between firm-level integration and customer value in fast 

 food firms in Nigeria.  

4. To examine the association between firm-level integration and shareholder value  in 

Fast Food Eateries in Nigeria. 

Research Questions  

The following questions were formulated to guide the study:   

1. What is the association between plant-level integration and customer value in Fast 

Food Eateries in Nigeria? 

2. How does plant-level integration affect shareholder value in Fast Food Eateries in 

Nigeria?  

3. What is the association between firm-level integration and  customer value in Fast 

Food Eateries in Nigeria?  

4. How does Firm-level integration affect shareholder value in Fast Food Eateries in 

Nigeria?  

Research Hypotheses  

The following research hypotheses were tested in the study. 

Ho1: There is no significant association between plant-level integration and customer value in 

 Fast Food Eateries in Nigeria 

Ho2: There is no significant association between plant-level integration and shareholder value 

in fast  food firms in Nigeria 

Ho3: There is no significant relationship between firm-level integration and customer value in 

 Fast Food Eateries in Nigeria 

Ho4: There is no significant association between firm-level integration and share- holder 

value in Fast Food Eateries in Nigeria. 

Significant of the Study    

The importance of this research study to fast food eateries in Nigeria cannot be 

overemphasized as it will inspire the fast food sector to realize the importance of adopting 

backward integration as a strategy in gaining sustained competitive advantage when 

operating under competitive business environment. Acting on the suggestions in this study 

will awaken the mind-set of management in Fast Food Eateries to develop their mindset 

towards supporting the peasant farmers in the rural areas for frequent supplies of food stocks 

and continuous production in order to deliver values to customers and shareholders which 

will enable the business to gain market share and profit. Government will derive benefits 

from this study as Fast Food Eateries take pro-active measures and contributing to the 

nation’s economy through employments thereby reducing the level of unemployment burden. 

Scholars will find the study useful as it will create room for further research where they can 

increase their knowledge on the conceptual framework of backward integration and sustained 

competitive advantage as examined in this study. 

Scope of the Study  

The geographical scope of the study covered Fast Food Eateries in Nigeria. The content 

scope of the study focused on the domain of concept of backward integration and sustained 

competitive advantage in management literature. The unit of analysis is at the Macro level 

because the study considered only directors, production managers, marketing managers, 
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human resource managers and supervisors who were reached with copies of questionnaire for 

data collection. 
 

LITERATURE REVIEW 

Theoretical Framework  

The most highly used theory of integration strategies is Transaction Costs Theory derived 

from economic theory. The theory was introduced by Coase in the year 1937 and was 

promoted by Willianson (1975, 1985) on a well known level and developed for grand 

application. The transaction costs theory states that the organization and markets are having 

different costs associated with their operation and treats each of the costs as a governance 

(structure in their scope of operational (Zhang, 2013). The concept, drawn from Transaction 

Costs Theory from economics that certain investments are economically and statistically 

relevant when deciding whether to arrange the production of a given input internally or 

externally has received strong support from a large body of empirical research in the field of 

economics (Lafontaine & Slade, 2007). 

Backward integration is also more likely for more complicated inputs and when the 

environment in which the firms operate is more unpredictable (Lafontaine & Slade, 2007). In 

certain situations, the same data has been construed as supporting vertical integration models 

based on property rights. Whinston (2003), on the other hand, has demonstrated that the 

property–rights method yields a unique set of predictions when using an input. Transaction 

costs theory has been adopted by researchers and scholars over the years (John & Weitz, 

1988; Dorseg & Boland, 2009, Lieberman, 2013). The transaction costs theory plays major 

role in backward integration strategy. Transaction cost refers to the cost of providing for 

some good or service through the market rather than having it provided from within the firm. 

Since, the cost associated with backward integration is high; therefore, our study is built on 

transaction costs theory.  

Transaction cost theory helps managers recognize the true potential costs involved backward 

integration. The basis for firms to embark on backward integration is to make sure that there 

is a steady supply at reduced costs of production, distribution and transaction. We can simply 

argue that the idea behind the transaction costs theory is to minimize cost of production and 

distribution in order to gain profit and remain in competitive business operations. Thus, in 

adopting backward integration strategy, firms should pay attention to minimization of supply 

costs, production costs and costs of distribution as these are essential costs to do away with in 

order to make profits from business operations. 

Conceptual Framework on Backward Integration and Sustained Competitive 

Advantage 

Our study provided a conceptual framework that shows the interplay of the dimensions of 

backward integration and measures of sustained competitive advantage. In this section, the 

variables were discussed intensively for better understanding of the level of association that 

exists among these variables.  
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 Conceptual Framework  

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 1: Conceptual Framework on backward integration and sustained competitive advantage 

Source: Researcher’s conceptualization (2021).  

 

Concept of Backward Integration  

Integration is a company that stopped buying supplies (either manufactured goods or raw 

materials) from other firms or individual supplier and start up its own supplies (Griffin, 

2005).  Firm that engaged in such activity has performed backward integration. A typical 

example was given where a company named Campbell Soup was buying soup cans from 

other several manufacturers but a later time developed its own unique soup cans. The results 

of the Campbell backward integration has made the company the largest soup can 

manufacturer in the world (Griffin, 2005).  

Griffin (2005) defined backward integration as an organization beginning the business 

activities formerly conducted by its suppliers. This definition is simple and clear. Hence, in 

our understanding, backward integration could mean once any firm that receives supplies 

from another starts up its own supplies. Within Nigerian context, the work of Aluko et al. 

(2011) discussed  the integration strategies  adopted by firms and termed it as ‘generic 

strategies” to include: forward integration, backward integration, horizontal integration, 

market penetration and development; product development, concentric diversification, Joint 

venture, retracement conglomerate diversification, horizontal diversification, liquidation and 

combination  strategy (Aluko et al., 2011). However, the use of the term ‘generic strategy’ as 

noted, implies that each of these strategies is accompanied  by so many variations that  brings 

out the true meaning and nature of the strategy and the situation that induced its adoption. 

However, our study only focused and discussed the concept of backward integration which is 

lacking in empirical works. Aluko et al. (2011) asserts that ‘backward integration is a strategy 

that one adopts when seeking ownership or to increase control of a firm’s suppliers. A typical 

situation that induced this strategy is when a firm’s suppliers become unreliable either not 

supplying timely or stopped supply due to lack of fund or scarcity of running out of supplies. 
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It could be when the suppliers cannot meet up with firms needs or when the company needs 

the supplies more urgently (Aluko et al., 2011). Whatever be the situation, backward 

integration will afford the firm to stay in business gaining competitiveness by providing and 

satisfying customer value and meeting up with their shareholder values as well.  

There are many benefits by firms in seeking backward integration strategy. Robert et al. 

(2010) outlined one of these benefits to include, combined process which is a situation where 

the production processes of some firms are associated with fixed over head costs. In this case, 

backward integration pave way for these overhead costs. According to Aluko et al. (2011), 

goods and services have value because of their consumers and customers pay the purchase 

utility, and the aim of producing firms is to deliver value and satisfaction to customers or 

buyers in order to earn profit. Therefore, what the business offers would be successful if it 

conveys the needed value and satisfaction to buyers (Kotler & Keller, 2009).  

The buyers or customers make choice between different offerings based on the one that is 

perceived to satisfy the needs and delivers the value expected (DelPrete & Rungi, 2019). 

Aluko et al. (2011) argue that value is ascertained by the lowest cost at which essential 

function can be reliably provided.  According to them, the essential function is that which has 

neither service ability nor attractiveness and can be reliably provided. This implies that equal 

quality must be provided.  Value could be defined to mean different things to different people 

but in this study, value represents the total of the perceived tangible and intangible benefits 

and costs to buyers.  The equation could be written as value = quality + service + price 

(q+s+p) (Kotter & Keller, 2009). Value should not be confused with price or cost or service 

as some might believe. It is neither of these as Aluko et al. (2011) noted, some might believe 

that reducing cost of a product will decrease the quality of that product. This is a mistaken 

view, whether the product that the buyer seeks to purchase, the buyer needs to know all that 

is involved and the benefits added to the use or consumption of that product.  

For satisfaction, Fast Food Eateries can grow by seeking backward integration strategy in 

acquiring the supplier firms and control production and distribution (Aluko et al., 2011). 

There are advantages associated with this strategy. Some of these advantages are: 

maintaining unique quality of products and services; cost stability, creating a complex 

operating and difficult condition for competitions. Chandler (1990) testifies that firm that 

adopts  or focus its growth strategy either on backward or forward  integration take control of 

the  resources by suppliers and  achieve  economies of scale with reduced market transaction 

costs  (Chandler, 1990). Thus, it is encouraged that Fast Food Eateries in Nigeria should 

pursue backward integration strategy to gain sustained competitive advantage. 

Plant-Level Integration  

Plant-level integration is conceived by Lieberman (1991) as a dimension of backward 

integration strategy: According to Leberman (1991), to measure plant-level integration is 

possible and in his work, he clearly express plant-level integration as equal one, if a firm 

produced both its primary inputs and the downstream product at the same geographical site. 

The ability of the firm to carryout production of supplies at the same site is the same as 

seeking for costs reduction in production and transaction costs. If the firm decides to 

transport the raw materials to its base or location for production, it is another costs incur 

hence, seeking cost minimizing in backward integration strategy is meaningful and beneficial 

only when the firm evaluate the cost involve. Therefore, backward integration could be 

looked at as the extent to which firm move toward supplies and control the supplies, 

production and distribution, setting eyes on costs reduction in transactional costs and delivers 

shareholder and customer value in order to remain in business operations.  
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Weirich et al. (2011) claimed that the strategic orientation towards reduction is costs, lies in 

experiences and placed more emphasis on keeping a close watch on costs on research and 

development, production, distribution and service. In a competitive situation, the aim of a 

firm is to have a low-cost structure than its competitors (Weirich et al., 2011).  Thus, our 

study claimed that the extent to which firm engage in backward integration towards plant 

level will reduce production, distribution and transactional cost which will ensure sustained 

competitive advantage.  

Firm-Level Integration 

Firm-level integration is the extent to which a firm seeks to control or buy the supplier’s firm 

so that there will be continuous flow of supplies to the production unit for distributions in 

order to meet customer demand. Lieborman (2013) measured firm-level integration as equal 

one, if the firm produces its inputs at any of its plant site in the same geographical location 

(Lieberman, 2013). In an example of firms that produced their inputs at the same site, oil 

companies were omitted or removed, because it was believed that there is the upstream and 

downstream facilities that are under common ownership. This does not actually indicate the 

act of backward integration instead it could be deducted to mean horizontal or forward 

integration. Seeking to produce input at the suppliers site may reduce costs of operations 

because the costs associated with shifting of raw materials to the acquiring firm production 

site will diminished into the costs of finished products as the finished products of fast food 

are not bulky as its product or raw materials so that the firm can save some cost for further 

production timely. 

 Concept of Sustained Competitive Advantage 

Sustained competitive advantage as a term is a critical term that almost all business firms are 

concerned with its achievement. Porter (2005) referred to it as how to plan and develop any 

business initiative that triggered the need for effective business model and the job of its 

owner. It is important to understand competitiveness of a firm, either private, public, 

profitable organization or not to achieve competitive advantages which will enable the firm to 

attain, improve and maintain its market position in the dynamic business environment.  

Customers Value  

The difference between the entire expected benefits from a product/service and the total 

expenditures paid to get that product/service is known as customer value (Subramanian et al, 

2007). Value could be measured by the performance characteristics and by qualities which 

impels customer who are willing to pay for the product (Hitt et al., 2005). In order to gain 

sustained competitive advantage, firms need to deliver customer value. Research studies have 

found that when customer perceived value is increased, firm will at the same time received 

high level of customer patronage that increase the firm’s return on investment (Hitt et al., 

2005). Nasution and Mavondo (2008) argue that in order to deliver high level of value to 

customers firms must develop a good understanding of what customers need.  

Customer value is not price neither the quality of the product or service but the consumer’s 

judgment  on the  perceived benefits that implies the  consumer to pay for such product or 

service that will satisfy his/her needs. Once customers perceived that the product or service 

would be beneficial in one way or the other, they make purchase of the product or service 

because they see that the usage of such product or service would add to their level of 

satisfaction. Value should not also be confused with satisfaction.  

Classifying value as satisfaction is another mistaken belief which might lead the buyer into 

indecisive stage and consumption of fake products or end up receiving poor service. Kotler 
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and Keller (2009) plainly argue that satisfaction presents a person’s judgments of a particular 

product performance or the outcome of the usage compare to the expectation from product or 

service by the customer. In a typical situation where the product performance falls below the 

expectations by the consumer, the customer will develop dissatisfaction and becomes 

disappointed. On the other hand, when the performance of the product or service met the 

expectation, customers will become satisfied and even repeat purchase and may develop 

loyalty to the product. Customer value delivered and customer satisfaction should be the 

primary idea behind backward integration strategy for Fast Food Eateries in Nigeria if they 

seek to gain sustained competitive advantage.  

Shareholders Value  

Shareholder value needs to be maximized if Fast Food Eateries in Nigeria will continue 

operations. The economic theory holds the view that companies operate to satisfy customers’ 

need but mostly to maximize share holder value (Erasmus & Scheepers, 2008). Scholars 

agreed to the reasons behind firm’s operation are to create wealth for its owners 

(Longenecker et al., 2006). The owners are the shareholders (Erasmus & Scheepers, 2008). 

Mambisan (2002) claimed that companies create value through innovation and leveraging 

their resources and capabilities. So, firms that keep  exploiting  their core competencies and 

capabilities and utilized its resources in such a way that create  value for share holders will 

increase their return on investment than firms that does not do so (McEvily & Chakravathy, 

2002: Benedict et al., 2003). In all, the source of a company’s potential to earn above average 

returns lies in value creation, and the objective which a firm seeks to achieve in relation to 

value creation depends on the choice of business strategy and its organizational structure.  

Backward Integration and Sustained Competitive Advantage          

Backward integration could be seen as a powerful strategy in gaining organizational 

competitiveness. In a competitiveness business environment that firms find themselves today 

and technological changes that faced traditional production capabilities and process away 

couple with demand variability of product and services have prompt researchers to carryout 

empirical studies on how business can adopt strategies in business management in order to 

survive. Lieberman (1991) found in his study that demand variability and transactions costs 

joint together formed the basis for firms to adopt backward integration. Other scholars 

revealed that stable supply, customer value, share holder value and gained competitiveness 

are major factors among others that induced firms to engage in backward integration 

strategies either at plant-level or at firm-level backward integration or at both levels.  

Gaining sustained  competitive advantage afford firms the opportunity to carry out mass 

production because the possibility that customer will patronize the products or services on  

repeated occasions would be evidenced in value delivered  to customers that met their 

expectation and satisfaction of their needs. Concerning backward integration as a strategy, it 

could argue that in a typical situation not every business growth strategy is considered 

appropriate for every business operations. Hence, it becomes a real challenge to actually   

identify the best strategy that will match the situation and solve the problem so that the firm 

can actually deliver customer and share holder values in order to gain sustained competitive 

advantage in the business environment. It is important for firms to first of all conduct value 

chain analysis.  

According Porter (1985), value chain analysis enables the firm to fully understand the aspect 

of its operations that actually create value. This is very important because the firms’ value 

and average return on investment is achieved only when the values created by the firm is 

greater than the costs of creating such value (Porter, 1985). Dess et al. (1995) found that 
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value chain is a mechanism which a  firms uses to evaluate their value position and to 

understand if better as they identified the  multiple means which might be adopted to enhance 

the implementation of any chosen business level strategy.  

Furthermore, the value chain analysis enables the firm to know the product movement from 

the raw material stage to the final consumer (Hitt et al., 2005).  Boudreau (2003) asserts that 

in a global competitive economy the most valuable links on the value chain tend to belong to 

people who have knowledge about customers and for individual firms the main and important 

idea behind the value chain in to create added value focusing on cost minimization to capture 

the value that has been created.  

Hitt et al. (2015) further added that the locus value chain, and value creation applies to 

organizations in all sectors, strongly to retail business, service firms and manufacturing 

companies as well. Therefore, the Fast Food Eateries that conduct value chain analysis also 

seeks to deliver values to customers and the share holders with the goal of gaining 

organizational competitiveness. Thus, our study strongly emphasize that backward 

integration strategy, when it is adopted with the aim of delivering value to customers and 

share holders by focusing on cost reduction in production and distribution will able Fast Food 

Eateries in Nigeria to gain sustained  competitive advantage in the market place. 

Empirical Review                              

Research studies have attempted to examine the concept of integration strategies adopted by 

firms over the years. Zhang (2013) examined the influences of strategic choice on the change 

that occurred at vertical integration level and performance that brought about such changes. 

The study found that the reasons and decisions behind vertical integration performance 

depend on costs-driven concern of the decision and the benefits that the changes will bring 

are the major factors for vertical integration by the firm. Although, in 1970, there was a 

turning point in decision on vertical integration (Zhaug, 2013) and many firms decreased  

engaging in vertical integration, instead  disintegrated while  others tried to maintain their 

level of integration and some highly  increased their level (Mpoyi, 1997). Today, the 

increased level of human population for consumption and the increased level of firms have 

necessitated the need for integration strategies for growth and survival. 

Khan et al. (2013) investigated the food sector in Peshawar, Pakistan, in order to identify 

customer service techniques that may help a fast food business survive. Results shows that 23 

respondents indicated that a fast food business success or failure is determined by using 

industry-leading business tactics such as promotion, service quality, satisfying consumer 

expectations, physical environment, pricing, and menu item flavor (Khan et al., 2013). 

Managers of fast food business may use customer service techniques to meet customer 

demands and satisfaction and gain a competitive advantage (Eniola & Ektebang, 2014). They 

must examine crucial factors in strategy creation, such as cost-effectiveness in design, image 

in positioning, and promotional tactics. Fast food businesses with good service may easily 

fulfill their survival objectives. 

Medeiros and Salay (2013) conducted a research to determine the key elements that influence 

a consumer's food service purchase intention. From April 1, 2010, to August 25, 2011, the 

study was conducted in Scopus, Scielo, and the Web of Science. The analysis was based on a 

theoretical model developed by Medeiros and Salay. The following factors were found to be 

important for company survival: (a) successful tactics, (b) service speed, (c) cheap prices, and 

(d) food quality. Customer service methods contribute to higher perceived value, customer 

happiness, and good company image perceptions, all of which influence repeat business 
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(Khodakarami & Chan, 2014). Customer service methods impact service quality and 

customer happiness in a fast food business (Khan et al., 2013). 

Method  

The study adopted cross sectional research design. The population of the study was one 

hundred and sixty (160) respondents consisting of managers and non-managerial personnel 

from seven (7) Fast Food Eateries in Nigeria which are operating in Rivers State, Port 

Harcourt precisely. The Fast Food Eateries and their unit population for the study include; 

Genesis Group – 42 respondents, Sweet Sensation Fast Food - 12, Tastee Fried Chicken - 18, 

Kilimanjaro Fast Food 26, The Place Restaurant - 23, Domino's Pizza - 21 and Kentucky 

Fried Chicken (Kfc) - 18. This gave the total population of 160 respondents for the study. 

A sample size of 113 respondents was determined from this population through Krejcie and 

Morgan sample table. Data were collected from this sample through questionnaire. The study 

variables were measured using four item statements each on 4-point Likert scale. The study 

adopted face and content validity and the reliability of the instrument was ascertained using 

Cronbach Alpha test. The following results were achieved from the test of reliability; plant-

level= 2, integration =0.79, number of items = 4. Firm-level integration = 0.86, number of 

items = 4, and Innovation = 0.89, no. of items = 4. Thus, from the result, it means that all 

items for the study variables met the reliability benchmark of 0.7 and indicating that the 

instrument for the study was reliable.  

Model Specifications:   

The usual econometric model was used in the study, which was expressed as follows: 

Y= f(x:) 

When y = dependent variable  

X: = Independent variable 

As a result, the study model the current research is based on our 

conceptual framework created    as follows; 

Oc = f(pli, fli)  

The above equation when explicitly expressed becomes;  

Oc = α0 + α1, pli + α2, fli +  µ 

Where:  

oc   =  Sustained  competitive advantage  

pli    =  Plant-level integration     

fli  =  Firm-level integration  

α0   =  Constant or the intercept coefficient  

α1 – α2 =  Regression coefficient for each of the individual independent variables  

µ      =  Error term   
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Data Analysis and Results  

One hundred and thirteen (113) managers and non-managerial personnel were reached with 

copies of questionnaire of which one hundred and six (106) copies were filled and retrieved 

successfully. As a result, the p-values of the tested hypotheses were given special attention in 

order to accept or reject any stated hypothesis. The study discarded the null hypotheses with 

p-values less than the alpha value of 0.05 (level of significance) and accepted the alternative 

hypotheses. Descriptive statistic was used in analyzing the demographic variables, while 

multiple regression statistics was used in testing the association between the predictor and 

criterion variables. This result shows that a good number of participants responded 

favourably to the items on the questionnaire. Table 1 shows the results from demographic 

analysis. 

Table 1: Analysis of Demographic Data of Respondents  

Gender  Response Percentage  

Male  62 58.5 

Female  44 41.5 

Total  106 100.00 

Age  Response Percentage  

20-30 Years  46 43.4 

31-40 years 36 34.0 

41-50 years 24 22.6 

Above 50 years  - - 

Total  106 100.00 

Educational qualifications  Response Percentage  

Diploma 36 34.0 

B.Sc  42 39.6 

Masters  25 23.6 

PhD degree  3 2.8 

Total  106 100.00 

Level of Position in the Firm Response Percentage  

Managers  59 55.7 

Non managerial personnel  47 44.3 

Total  106 100.00 

Source: Researcher’s Desk (2021). 

Table 1 shows that 62(58.5%) were male while 44(41.5%) were female.  This implies that 

majority of respondents were male.   

Table 1 also indicates that most of the respondents were first degree holders which is 

represented by 48% of the total respondents, followed by respondents with diploma 

educational qualification, and 32 respondents representing 26.2% were master’s degree 

holders, while only 8(6.6%) were Ph.D degree holders,   

From table 1, with respect to age bracket, 46(43.4%) were between 20-30 years. 36(34%) 

were between 31-40 years. while 24(22.6%) were between 41-50 years. This shows that most 

of the respondents were between 41-40 years with highest percentage rate of 43.4%. 

Again, considering the educational qualifications, 36(34%) has Diploma certificate. 

42(39.6%) were B.Sc first degree holders. 25(23.6%) were Masters degree holders and only 
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3(2.8%)   were PhD degree holders. This shows that majority of the respondents were B.Sc 

first degree holders. 

Finally, the result also indicates that managers were 59(55-7%), while non-managerial 

personnel were 47(44.7%). This indicates that most of the participants were managers. 

Descriptive Analysis  

To analyze the research questions, descriptive statistics were applied such as the Mean score 

and standard deviations. The Likert’s 4- point scale was used and the benchmark for 

acceptance of mean score for the items was 3.0 and above.  The criterion mean was based on 

the Likert 4-point scale given as;  
4

4321 
 =

4

10
 = 2.5  

The requirement is that the mean score must not fall below 2.5. Any mean score that falls 

below 2.5 was rejected. Table 2 displayed the univariate analysis of the variables and their 

mean score and standard deviation were presented alongside them on tables. 

Table 2.     Descriptive Statistics 

 N 

Minimu

m 

Maximu

m Mean 

Std. 

Deviation 

Plant-level integration 106 1.00 4.00 2.9811 1.46047 

Firm-level integration 106 1.00 4.00 3.1226 1.59584 

Customer value  106 1.00 4.00 3.2453 1.41967 

Shareholder value 

delivery 
106 1.00 4.00 2.9717 1.48297 

Valid N (listwise) 106     

Source: SPSS Output (2021).  

The result on table 2 shows that n = 106 for all variables, the minimum response level which 

represents strongly disagree is 1.00 and maximum is 4.00 which represents strongly agree. 

The mean scores of  2.9811 for Plant-level integration, 3.1226 for Firm-level integration, 

3.2453 for  Customer value   and 2.9717 for  Shareholder value delivery revealed that all 

variables scored above 2.5 criterion mean on Likert 4-point scale. Thus, these indicate a 

favourable response to the items on backward integration and sustained competitive 

advantage in this study.  

Test of Hypotheses   

In this section the null hypotheses formulated were tested to ascertain the influence of the 

predictor variables on the criterion variables. To achieve this, multiple regression coefficients 

was applied. 

Table 3:     Model Summary
b
 

Mode

l R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Chang

e df1 df2 Sig. F Change 

1 
.976a .953 .952 .33889 .953 

1046.2

46 
2 103 .000 

a. Predictors: (Constant), firm-level integration, plant-level integration 

b. Dependent Variable: Customer value  
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The value of 0.876 indicates a good level of prediction. The "R Square" of 0.953 is the R
2
 

value which is the proportion of variance in the Customer value that is explained by plant-

level integration and firm-level integration. Hence, from table 3, 4.7% (100% - 95.3 %) of the 

variation is caused by factors other than the predictors included in this model. Thus, 95.3% 

proportion of variance in Customer value is explained by plant-level integration and firm-

level integration. 

 

Statistical Significance of the Independent Variables:   

Statistical significance of each of independent variables measures whether the 

nonstandardized (or standardized) coefficients were equal to 0 (zero) in the population (i.e. 

for each coefficient, H0: β=0 and Ha: β≠0). If p <.05, the coefficients are statistically 

significantly different from 0 (zero). The importance of these significant tests is to examine 

whether each test is valid. 

 

Table 4:      Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) .076 .075  1.008 .316 

Plant-level 

integration 
.650 .108 .613 6.039 .000 

Firm-level 

integration 
.358 .099 .369 3.635 .000 

a. Dependent Variable: customer value 

Given that, the t-value and corresponding p-value are in the "t" and "Sig." columns 

respectively, the tests indicate that the standardized coefficient with beta value for Plant-level 

integration is 0.613 when p(.000)<0.05. This is significant with strong effect of Plant-level 

integration when p(.000)<0.05 on Customer value. Again, the .369 of Firm-level integration 

is positive and moderate effect on Customer value. This means that the two predictor 

variables have a significant effect on Customer value.   

Table 5:     Model Summary
b
 

Mo

del R 

R 

Squar

e 

Adjusted 

R Square 

Std. 

Error of 

the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Chang

e df1 df2 

Sig. F 

Change 

1 
.957

a
 .915 .914 .41721 .915 

556.38

1 
2 103 .000 

a. Predictors: (Constant), firm-level integration , plant-level integration 

b. Dependent Variable: Shareholder value  

 

The value of 0.957 indicates a good level of prediction. The "R Square" of 0.913 is the R
2
 

value which is the proportion of variance in the shareholder value delivery that is explained 

by plant-level integration and firm-level integration. Hence, from table 6, 8.7% (100% - 91.3 

%) of the variation is caused by factors other than the predictors included in this model. Thus, 
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91.3% proportion of variance in shareholder value delivery is explained by plant-level 

integration and firm-level integration. 

Table 6:      Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .505 .093  5.446 .000 

Plant-level 

integration 
.551 .133 .567 4.156 .000 

Firm-level 

integration 
.352 .121 .395 2.900 .003 

a. Dependent Variable: Shareholder value  

 

Given that, the t-value and corresponding p-value are in the "t" and "Sig." columns 

respectively, the tests indicate that the standardized coefficient with beta value for plant-level 

integration is 0.567 when p(.000)<0.05. This is significant with strong effect of plant-level 

integration when p(.000)<0.05 on shareholder value delivery. Again, the .395 of Firm-level 

integration is positive and has a moderate effect on shareholder value. This means that the 

two predictor variables have a significant effect on shareholder value.   

Discussion of Findings 

The findings from our analyses are discussed in detail to understand the association between 

our dimensions of backward integration and measures of sustained competitive advantage. 

These associations are discussed under the subheadings as expressed below. 

Association between Plant-Level integration and Customer value     

We discussed in earlier paragraph that firms that seek plant-level integration want to 

minimize production costs. So, cost reduction plays vital roles in plant-level integration in 

delivering customer value. Dobrew and Carroll (2003) claimed that costs reduction entails 

that goods and services must have competitive levels of differentiation in their quality and 

features that create value for customers. Cost leaders use all opportunities and carefully 

ascertain all relevant support, and activities to find additional sources of potential cost 

minimization. Therefore, the ability to develop new pattern and procedures for finding the 

best combination of low cost and quality production of goods and services are important in 

this regard to produce the companies’ goods and services. Research studies have found that 

creating customer value in terms of procurement and logistic to gain competitiveness is 

beneficial when using cost leadership strategy.  

Existing customers who are satisfied with the quality service they receive may not only return 

for the same service, but they may also promote the organization’s services to others, thereby 

bringing new customers (Subramanian et al., 2007). Current customers who are pleased with 

the level of service they enjoy will not only repeat purchase, but they could also refer other 

consumers to the organization (Subramanian et al., 2007). The revenue of the company 

increases as a result of these new consumers.  According to Liu et al. (2016), there must be a 

balance between customer happiness, service quality, and cost. Thus, plant-level integration 

would be effective as the Fast Food Eateries in Nigeria focused on cost leadership and cost 

minimization in production.  
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Association between Plant-Level Integration and Shared-Holder Value 

It might be logically argued that plant-level integration could lead to share holder value. A 

typical example is seen in the case of Suzion Energy Limited (Gerald & Ehsifa, 2013). 

Suzion Energy Limited which was depending on an unpredictable power supply used 

backward integration strategy. The company found it difficult to cope with the frequent 

failure of power supply: Gerald and Ehisija (2013) explained that the company adopted 

mostly backward integration strategy by acquiring two individuals for power production. Just 

with the space of time the company bought the technology for manufacturing that enables 

them to compete in the market.  

Suzion Energy Limited begins manufacturing and distribution of windmills. Windturbine 

Generators Suzion energy Limited becomes a fastest gravity company within the Asian 

continent. Hence, there is no doubt about the benefits of backward integration. The strategy 

actually encourages firms to take actions rather than changing business operations as some 

may suggest.  The plant-level integration strategy also showed that increased sales, profit and 

assets of the firm bring values to share holders.  

Association between Firm-Level Integration of Customer Value     

A firm that integrates backwardly seeks to control virtually the entire operations of the 

acquired firm either for quality control, to reduce cost of productions and for other reasons 

(Liberman, 1991). A firm that produces its products and services at its own site may realize 

the objectives of delivering customer value as firm-level backward integration will afford the 

company the possibility of costs reduction in production. The core aim of such firms 

integrated backwardly is to satisfy the needs of customers in order to gain their loyalty. 

Jones and Hill (1988) claimed costs may be reduced through backward integration strategy  

and by decreasing information  that are sure  of adding value to the backward integration 

(Mahoney, 1992) and by saving capacity of the firms technology (Jones & Hill, 1988) may 

lead to customer value effective delivery. Gbackward Erald and Elisita (2013) found that the 

control of suppliers through backward integration intended to create a stable supply  of inputs 

and enable the quality expected in a product from  the raw material stage down to the finished 

product level (Gereld & Elisifa, 2013).  

In a study by Lebarman (1991) on sample of firms that integrated backwardly at firm-level, 

he found that the downstream producers, 53% of the firms were integrated backwardly at 

firm-level. This implies that above 50% of the population of firms studied adopted from-level 

backward integration strategies. Fullerton (2014) indicated that customers are unlikely to 

return if a service provider delivers a level of service quality that falls below their 

expectations. Therefore, fast food restaurant managers must improve the quality of customer 

service to retain their customers. Given the increasing competition among fast food 

restaurants, enticing new 22 customers can no longer guarantee business survival, while 

keeping existing customers is undoubtedly profitable (Eniola & Ektebang, 2014). These firms 

might deliver customer value if they pay close attention to transaction costs and seek to 

minimize it.  

 

Association between Firm-Level Integration and Shareholder Value  

As earlier discussed, the aim of firms integration at firm-level is not only to deliver value 

through quality, low cost, to customers but to deliver share holder value too.  Hilt et al. 

(2005) argue that firms that deliver share holder value also maximized the wealth of share 

holders. This implies that firms that integrate at firm-level also maximize share holder value 
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by creating wealth and profit maximization.  Hilt et al. (2005) further argue that share holder 

value is seen in the price of the firm’s stock. This shows that share holder value should 

contain a fair judgment in price in relation to the product’s quality and benefits to be derived 

by customers in order for the value desired by share holders to be achieved. Firm-level 

backward integration that seeks to increase share holder value will in turn maximize profit or 

returns on investments to the owners of the firm.  

Conclusion   

From the findings of the study, backward integration has a strong effect on sustained 

competitive advantage in Fast Food Eateries in Nigeria. This stemmed from the fact that 

adequate attentions have not been given to backward integration as means to attain sustained 

competitive advantage which made many Fast Food Eateries in Nigeria to fade out of 

business operations. It was discovered that these problems emanated from lack of Fast Food 

Eateries in Nigeria to adopt backward integration strategy to achieve sustained competitive 

advantage. Thus, from the findings, plant-level integration affects customer value and 

shareholder value. Firm-level integration also affects customer value and shareholder value. 

Thus, the study concluded that backward integration affects sustained competitive advantage 

in Fast Food Eateries in Nigeria.  

Recommendations 

Based on the findings and conclusion, the study recommended that; 

1. Management of Fast Food Eateries in Nigeria should adopt backward integration 

through plant-level integration in order to deliver customer and shareholder value and 

to attain market share.  

 

2. Management of Fast Food Eateries in Nigeria should adopt backward integration 

through plant-level integration in order to ensure steady supplies and flow of raw 

stock for production as this will help in delivering customers values and shareholder 

values to attain market share.  
 

3. Management of Fast Food Eateries in Nigeria should adopt backward integration 

through Firm-level integration in order to ensure that the business has the optimum 

power over raw stock steady supplies for production as this will help in delivering 

customers values and shareholder values to attain market share.  

 

4. Management of Fast Food Eateries in Nigeria should adopt backward integration 

through Firm-level integration in order to ensure that the business has the optimum 

power over raw stock steady supplies for production as this will help in delivering 

customers values and shareholder values to attain market share.  

Contributions to Knowledge   

In recent times, much research studies have not been extended to examine the concept of 

backward integration in order to gain competitive advantage in Fast Food Eateries in Nigeria. 

Lack of this has led to the decline in research in this area. Since Fast Food Eateries in Nigeria 

are confronted with how to deliver customer as well as shareholder value, there was need to 

investigate the association between backward integration and sustained competitive 

advantage to increase knowledge in these concepts in literature. Thus, to achieve this, the 

study developed conceptual framework which broadened the knowledge and provided better 

understanding of the association between backward integration and sustained competitive 

advantage in Fast Food Eateries in Nigeria. Our study also encourages management in Fast 
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Food Eateries to apply transactional cost theory in their pursuit of backward integration to 

gain sustained competitive advantage in the fast food industry in Nigeria.  

Area for Future Research 

To gain sustained competitive advantage in Fast Food Eateries in Nigeria is the main purpose 

of this study. Although, the study tried to explain how sustained competitive advantage could 

be attained in Fast Food Eateries in Nigeria through adoption of backward integration as 

strategy and applications of transaction cost theory. Within Nigerian context, the work of 

Aluko et al. (2011) discussed  the integration strategies  adopted by firms and termed it as 

‘generic strategies” to include: forward integration, backward integration, horizontal 

integration, market penetration and development; product development, concentric 

diversification, Joint venture, retracement conglomerate diversification, horizontal 

diversification, liquidation and combination  strategy (Aluko et al., 2011). However, our 

study did not cover all these areas. Furthermore, there are other sectors which are also in need 

of adopting backward integration strategy. One of such is the manufacturing companies. This 

reason is that such firms directly engaged in manufacturing of goods and the frequent and 

timely receipts of supplies of raw material are their strength for production. Hence, seeking to 

engage in backward integration will enable them to maintain supplies chain of raw materials 

for manufacturing that can also lead to sustained competitive advantage. Therefore, our future 

research will focus on backward integration and sustained competitive advantage in 

manufacturing firms in Nigeria.  
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