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Abstract 

Crisis is negative changes in human or environmental affairs, especially when they happen 

suddenly, with little warning. It comes in different forms including natural disasters, 

pandemics, system crashes, power outages, sudden policy changes etc.  It is not planned and 

as such mostly leads to instability and disruption of business operations of the affected 

industries. There is also need to factor in crisis in national policies to help businesses absorb 

instability associated with disruptions brought by such eventualities. This study sought to 

ascertain the influence of diversification on performance of bar & restaurants during crisis in 

Nairobi County.The population understudy was a total of 6,383 licensed bar & restaurant 

businesses in Nairobi County. Theproject adopted a survey research design and simple 

random sampling technique toselect a sample that was representative of the whole 

population. The study targeted 100respondents from a sample of 100 bar & restaurants within 

Nairobi County. The surveyused both questionnaires and observation as the main methods of 

data collection.The study also sought to ascertain the influence of diversification on 

performance of bar & restaurant businesses during crisis in Nairobi County. From the t-test 

the study found that, in respect to the diversification adoption, the p-value stood at 0.073 

which indicated that the diversification adoption did not have statistically significant 

influence on the performance of bar & restaurant businesses. The researcher concluded that 

diversification and social media adoption has no significance influence on performance of bar 

& restaurant businesses, when adopted during crisis. 
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I. Introduction 

Crisis is negative changes in human or environmental affairs, especially when they happen suddenly, 

with little warning.It comes in different forms including natural disasters, pandemics, system crashes, power 

outages, sudden policy changes etc.  It is not planned and as such mostly leads to instability and disruption of 

business operations of the affected industries. For some industries, it leads to business boom, making businesses 

realize unplanned reaps. McKinsey (2021) noted that the e-commerce industry experienced ten (10) year 

equivalent growth within less than a year of covid-19 crisis. Crisis is significant to business operations and there 

is need to factor it in the corporate strategies to maintain sustainable competitive advantage. 

There is also need to factor in crisis in national policies to help businesses absorb instability associated 

with disruptions brought by such eventualities. This would help in maintaining a thriving economy as opposed 

to economic recession. The most recent crisis, which affected the whole world economy, is the Covid-19 

pandemic, which has seen some of the world’s promising industries plummeting to the ground. Many businesses 
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have had to close down or collapse because of failure to absorb the disruption caused by this pandemic. Only 

resilient businesses have had to cope with the disruption. 

 

II. Objectives of Study 

To ascertain the influence of diversification on performance of bar & restaurants during crisis in Nairobi 

County. 

 

III. Research Questions 

How has diversification influenced performance of bar & restaurant business during crisis in Nairobi County? 

 

IV. Empirical Literature 

Diversification is a corporate strategy for growth either through adding new related or unrelated 

product or service offerings, expanding into new industries or expanding into new markets. Businesses adopt 

this strategy to boost their performance. Studies indicate that diversification has been in operation since the 

industrial age. For instance, study by Palepu (1985) found that businesses which concentrate on related 

diversification have higher profitability growth than their unrelated diversified counterparts. Theoretical study 

by Le (2019) also confirmed that American companies adopted diversifications in the 1960s and 1970s. The 

study however did not find a significant answer to whether diversification strategy can boost business 

performance and hence survival. 

According to Odoyo (2012), fast food restaurants adopted various diversification strategies to boost 

their survival in the competitive industry. They did this trough menu diversification by introducing new menu 

items differentiated as new food varieties. They also did this by introducing food delivery services and 

introducing outside catering services. A related study by Oladimeji &Udosen (2019) in Nigeria also observed 

thatorganization which practice diversification outperform their undiversified counterparts in terms of 

profitability and overall business value. It concluded that diversification has a positive effect on performance of 

businesses. 

Another study by Goryushkina et al. (2019) also concluded that diversification is a crucial element in 

hotel businesses as it boosts their survivalthrough achieving guaranteed margins and general sustainability and 

in some cases to dominate the market share. It therefore means that diversification can provide businesses, 

especially in the hotel industry, a significant competitive advantage. 

 

 

V. Reasearch Methodology 

The study adopted a survey design, which is a descriptive research design where the characteristics of 

the population to be observed are first described then a representative sample is taken for the study.This study 

sought to examine the strategies used by local bars and restaurant businesses to survive disruptive crisis in 

Nairobi County, Kenya. Nairobi County is made up of 17 sub counties with bar & restaurants spread across 

it.The target population werebar & restaurant businesses operating within the boundary of Nairobi County. The 

data from Nairobi County Government Information Systems indicate that there are 6,383 licensed bar & 

restaurant businesses (Nairobi County Government, 2021). The study considered dive bars, commonly known as 

neighborhood bar & restaurants or “locals”. The researcher used simple random sampling. Through random 

sampling, the researcher identified110 licensed bar & restaurant businesses within Nairobi County to participate 

in the survey as follows: 

 

Table 1: Sample size 

No Sub County Population 
Sample Size Sample 

Percentage of 

population For actual study For Pilot study 

1 Dagoretti North 318 5  1.6% 

2 Dagoretti South 382 6  1.6% 

3 Embakasi Central 446 7  1.6% 

4 Embakasi East 321 5  1.6% 

5 Embakasi South 192 3  1.6% 

6 Embakasi North 383 6  1.6% 

7 Embakasi West 766 12  1.6% 

8 Kamukunji 254 4  1.6% 

9 Kasarani 190 3  1.6% 
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10 Kibra 193 3  1.6% 

11 Langata 384 6  1.6% 

12 Makadara 894 14 10 2.7% 

13 Mathare 256 4  1.6% 

14 Roysambu 323 5  1.6% 

15 Ruaraka 444 7  1.6% 

16 Starehe 254 4  1.6% 

17 Westlands 383 6  1.6% 

 Total 6,383 100 10 1.7% 

Source: Author (2022) 

 

The researcher used questionnaire as the main instrument for data collection, where a number of simple 

questions conforming to the research objectives were constructed. The questionnaire majorly consisted of 

closed-ended questions and a few open-ended questions to get more insights or information to understand the 

variables further.The researcher used primary data collection methods to get information from the subjects. The 

main primary method used was questionnaire administration, where a number of simple questions conforming to 

the research objectives were formed. The questionnaire majorly consisted of closed-ended questions and a few 

open-ended questions to get more insights or information to understand the variables further.The relationship 

between the independent and dependent variables wereanalyzed throughlinear regressions.  

 

VI. Data Analysis 

Response rate 

The researcher distributed 100 questionnaires to the target population. The questionnaires that were 

returned were 89 leading t a response rate of 89%. According to (Gathii et al., 2019), a response rate of 80% is 

determined as being adequate for a study and in minimization of non-response bias. The response rate of 89% 

having surpassed the minimum response rate of 80% was thus deemed sufficient for the study and was thus 

utilized for the study. The response rate is represented in theTable 2below. 

 

 

Table 2: Response Rate 

Distributed 

questionnaires 

Returned 

Questionnaires 

Response 

Rate 

100 89 89% 

Source: Author (2022) 

 

Demographic data 

Business profile 

The business profile is important to establish if the characteristic of the business can influence the 

strategies it adopts in the face of disruptive crises. TheTable 3below shows that only 25% of the businesses 

surveyed had been in operation for less than 5years, with 75% being in operation for more than 5years. This is a 

considerable time for the businesses to adopt a survival strategy in times of a crisis. 62% were sole 

proprietorship type of businesses, 31% partnership while only 7% were companies. This indicates that most 

strategies adopted in the businesses emanated from individuals decisions as opposed to structured strategy 

design. 

 

Table 3: Years in Operation 

   

Less than 5 22 24.7 

5-10 Years 38 42.7 

More than 10 Years 29 32.6 

Total 89 100.0 

Source: Author (2022) 

 

Number of employees before covid-19 pandemic 

The results of the study revealed that 3.7%, 25.8%, 16.9%, and 14.6% of the businesses had below 10 

employees, 11-20 employees, 21-30 employees, and 31-40 employees respectively. On the other hand, 2.2%, 
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4.5%, and 2.2% of the businesses had 41-50 employees, 51-60 employees and above 60 employees respectively. 

The study thus found that a majority of the businesses had below 10 employees at 33.7% of all the businesses 

sampled. See Table 4below. 

 

Table 4: Number of staff before covid-19 pandemic 

 Frequency Percentage 

Below 10 Employees 30 33.7 

11-20 Employees 23 25.8 

21-30 Employees 15 16.9 

31-40 Employees 13 14.6 

41-50 Employees 2 2.2 

51-60 Employees 4 4.5 

Above 60 Employees 2 2.2 

Total 89 100.0 

Source: Author (2022) 

 

Capacity before covid-19 pandemic 

The capacity before covid-19 was examined. The study results indicated that 84.3%, 12.4%, and 3.3% 

of the businesses had 1-200, 201-400, and above 400 capacities respectively. The study indicated that a majority 

of the businesses at 84.3% of the businesses had 1-200 capacity. See Table 5below. 

 

Table 5: Capacity before covid-19 pandemic 

 Frequency  Percent 

1-200 75 84.3 

201-400 11 12.4 

Above 400 3 3.3 

Total 89 100.0 

Source: Author (2022) 

 

Respondents’ profile 

The Table 6below shows that more than 85% (27% +58%) of the respondents surveyed were either 

owners or managers of the business, meaning they were part of the top management of the enterprises. Table 

7below also shows that 39% of the respondents surveyed had more than 10years experience in running the bar 

and restaurant businesses, with 48% having between 5-10 years’ experience. Only 12% had less than 5 years’ 

experience. Table 8below also shows that 93% of the respondents were aged over 30 years. This analysis 

indicates thatmost respondents had considerable authority, knowledge and experience to correctly respond to the 

survey. 

 

Table 6: Position held in business 

 
Source: Author (2022) 

Table 7: Years of Experience in business 

 
Source: Author (2022) 

Table 8: Age of respondents 
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Source: Author (2022) 

 

Diversification 

The respondents were asked the extent to which the adoption of diversification strategy helped to keep 

the business afloat during covid-19 crisis. The study found that 10.1%, 9.0%, 14.6%, 56.2%, and 10.1% of the 

respondents indicated Never, Rarely, Sometimes, Often and Always respectively as shown on Table 9below. 

 

Table 9: Extent of diversification adoption 

 Freq. Percent 

Never 9 10.1 

Rarely 8 9.0 

Sometimes 13 14.6 

Often 50 56.2 

Always 9 10.1 

Total 89 100.0 

Source: Author (2022) 

 

The respondents were asked how effective diversification to business performance was. The 2.2%, 

27.0%, 67.4%, and 3.4% of the respondents noted that the diversification strategy had Negative, No Effect, 

Positive and Very Positive influence on keeping business afloat during covid-19 crisis respectively, as shown on 

Table 10below. 

 

Table 10: Effectiveness of diversification adoption 

 Frequency Percent 

Negative 2 2.2 

No Effect 24 27.0 

Positive 60 67.4 

Very Positive 3 3.4 

Total 89 100.0 

Source: Author (2022) 

 

Multiple Linear Regression Analysis 

The study carried out a regression analysis to analyse the existing relationship between the independent 

and dependent variables. From the linear regression tests the results capture were presented in the model 

summary table. The model summary table was used to help in assessing the variability factor on the influence of 

independent variables on the shift in the dependent variable. According to (Helmreich, 2016), the correlation 

coefficient is used to detail the association between the independent variables and dependent variable. The study 

achieved a correlation coefficient R of 0.392 indicating that there was weak positive correlational association of 

social media adoption, diversification adoption, and technology & innovation use on performance of bar& 

restaurant businesses within Nairobi County. (Wheaton & Young, 2020) noted that the adjusted R square is used 

for detailing the variance of the dependent variable that is attributable to the independent variable. In this 

context, the adjusted R square that was achieved was 0.124 indicating that 12.4% of the variance in the 

dependent variable was attributable to the independent variables of social media adoption, diversification and 

use of technology. This would imply that 87.6% of the variance in the performance of bar & restaurant 

businesses were due to other factors that were not in the scope of the model.Table 11below shows the model 

summary table. 

 

 

 

 

Table 11: RegressionModel Summary 
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Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .392
a
 .154 .124 .43616 

a. Predictors: (Constant), Social media adoption, Diversification strategy, Use of technology 

Source: Author (2022) 

The ANOVA was also used to examine the overall goodness of fit of the model. The study found that F (3,85) 

=5.143, P=0.03 implying that the model was good fit for data since p value was less than 0.05 as shown on 

Table 12below. The conclusion that the model is good fit for data led to the examination of the t-tests and the 

regression coefficients. 

 

Table 12: ANOVA 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 2.935 3 .978 5.143 .003
b
 

Residual 16.170 85 .190   

Total 19.106 88    

a. Dependent Variable: performance of bar & restaurant businesses 

b. Predictors: (Constant), Social media adoption, Diversification strategy, Use of technology 

Source: Author (2022) 

 

Whether the use of technology had statistically significant influence on performance of bars and 

restaurant businesses was examined using the t-test. The study found that the use of technology had a p-value of 

0.007 which is lower than 0.05 leading to the conclusion that use of technology had a statistically significant 

influence on the performance of bar & restaurant businesses. The study noted that the beta coefficients stood at -

0.256 leading to the conclusion that a unit change on the use of technology led to the negative influence on the 

performance of bar & restaurant businesses to the magnitude of 0.256. The study further found that the in 

respect to the diversification adoption that the p-value stood at 0.073 which indicated that the diversification 

strategy did not have statistically significant influence on the performance of bar &restaurant businesses. 

(Maina, 2021) notes that if a variable lacks statistically significant influence on the dependent variable then the 

unstandardized beta coefficients are not discussed, which the case in this context is. The study further found that 

the p-value of the social media adoption stood at 0.131 indicating that the social media adoption did not have a 

statistically significant influence on the performance of bar & restaurant businesses. The study thus found the 

social media adoption, and diversification variables not having a statistically significant influence on the 

performance of bar & restaurant businesses. Only technology & innovation had statistically significant influence 

on performance of bar & restaurant businesses as shown on Table 13below. 

 

Table 13: Coefficients 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) 3.118 .315  9.914 .000 

Use of technology -.256 .093 -.315 -2.748 .007 

Diversification strategy -.126 .070 -.196 -1.816 .073 

Social media adoption .086 .056 .167 1.524 .131 

a. Dependent Variable: Survival of bars and restaurant businesses 

Source: Author (2022) 

 

VII. Discussion of the objective results 

The study also sought to ascertain the influence of diversification on performance of bar &restaurant 

businesses during crisis in Nairobi County. From the t-test the study found that, in respect to the diversification 

adoption, the p-value stood at 0.073 which indicated that the diversification adoption did not have statistically 

significant influence on the performance of bar &restaurant businesses. (Maina, 2021) notes that if a variable 

lacks statistically significant influence on the dependent variable then the unstandardized beta coefficients are 

not discussed, which the case in this context is.  

The researcher concluded that diversification and social media adoption has no significance influence 

on performance of bar & restaurant businesses, when adopted during crisis.  
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