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INTRODUCTION

        The wave of liberalization and globalization has resulted in blurring of the National boundaries, elimination of barriers to marketplaces and as a consequence There has been free flow of technology. Capital and market forces across borders. In simpler terms it implies a more globally – aligned, volatile and responsive Economy. The momentum of change has been strong enough for many domestic Players. Working in a protected economy, to consider their competitive postures. The sudden shift from a protected environment to the stark reality of a globally competitive   market place has hit them very hard.  The thinning profit margins, Privileges of size, technology and extremely deep pockets, have made survival the Key word for the domestic players.

Indian corporate sector is no exception. Yet long before the corporate raiders Of west started infiltrating, Indian business had begun contemplating a counter Offensive. One such potent survival, as well as, growth strategy was found to be Mergers and Acquisitions. Particularly the last one-decade has been dedicated to Mergers and Acquisitions as vehicle of reducing the response time to competitors Moves and thus generating the much needed critical, mass, quickly.

COMPANY PROFILE
India is on the threshold of entering a new economic era. An era of fast paces economic growth. With various new commercial opportunities opening up. These new industries and business ventures are often global. Multi national, collaborations, joint ventures, technology transfers are the new buzz words. Establishing and developing these genres of companies is a complicated process. In today’s scenar5io of frenetic activity, the need for quality financial services is acute.

To crystallize these projects a financial company that understands the individual needs is required. Thus the need for XXX FINANCE LIMITED is it providing corporate finance or in management of issues or in dealing with the securities market. And with the increase in he number of companies offering various financial services, the need for complete financial services offered under one roof has become inevitable, to keep pace with the rising competition. Usha kiran finance limited is committed to providing total financial services under a single roof.

XXXX FINANCE LIMITED is an existing profit making company. It is an integrated finance company established essentially as a fund based financial service organization as diversified it range of activities from fund based to non fund based activities and further stepped up and expanded the fund based activities and other financial services. It is a professionally managed company comprising chartered accountants, Company Secretaries, MBAs, Cost Accountants and software professionals. With an infrastructure that matches with the international standards and practices, staff support and strong network, the company efficiently caters financial services to its diverse clientele.

  The Board of Directors of the company comprises eminent and experienced professionals who have got abundant experience by virtue of their association earlier with public sector undertakings and multinational under takings. Shri XXXX  the chief promoter is a member of the Institute of Chartered Accountants of India, the ICWA of India and ICS of India. He was associated with the financial institute for about 9 years and is well versed in all aspects of term lending, project financing, and project advisory services. Many Leading industrial conglomerated has used the services particularly in the areas of finance, taxation, and secretarial and public issues related matters. He is also a member of the Hyderabad Stock Exchange Limited. 

The company caters mainly to the requirements of corporate clients in the variety of activities that include the following:
· Leasing and Hire purchase finance

· Inter corporate deposits

· Bill Discounting

· Loans Syndication

· Placement of Commercial papers

· Mergers, Amalgamations and Acquisitions

· Project Counseling and Advisory Services

· Project Appraisals 

· Under writings

· Merchant Banking

· Issue Management

· Placement of Securities

· Marketing of Public issue

· Brought out deals

· Placement of share to NRIs/OCBs, Fis, and FIIs

· Fund Management

· Equity Reassert Analysis

· Investment Banking

· Stock Broking and Commodities trading

· Joint Ventures

OBJECTIVES OF THE STUDY:

             The study is an attempt to analyse the mergers and acquisition taking place in

Some select industries. For this purpose, the following sectors are identified, in four different sections.

A.   BANKING INDUSTRY:
I.     This study attempts to assets the success the successfulness of M & A      

   strategy in banking industry.

II.    It analyses the implications of takeovers from the financial points of view.

III.    The main objective of this study is to analyse and compare the financial 

   Performance of merger banks before and after merger.

IV.     The merger of GTB with OBC and their synergies is focused in this study.

B. PHARMACEUTICAL INDUSTRY:
         In this section, the effects of the M & A are identified. A review on M & A

In Indian Pharmaceutical Industry and Global Pharma Company mergers and presented.

C.   STEEL INDUSTRY:
                    

 This section highlights a review on Mittal Arcelor combine. It includes the 

                   strategic synergies,  impact that  the merged entity  will have on  the steel 

                    industry and other aspects of the proposed deal.

D. CEMENT INDUSTRY:
                            The cement section reveals the M & A activities being out in this sector. It 

                  Also present a carried review on Holcim’s acquisition of Gujarat Ambuja

                  Cement Ltd (GACL) and its implications for the industry.

IMPORTANCE OF THE STUDY:

      Mergers and Acquisitions have gained importance in recent times. 

Business consolidation by large industrial houses. Consolidation of business by multinationals  operating  in  India,   increasing  competition  against  domestic companies  competition  against  imports  have  all  combined to  super M & A activities in India.

SCOPE OF THE STUDY:

                   The scope of the study is restricted to only sectors which are the banking

industry,  pharmaceutical industry,  steel industry  and the  cement industry. A focus on mergers of GTB with OBC and a review on Mittal – Arcelor combine and Holcins’s acquisition deal GACL is presented.

STATEMENTS OF THE PROBLEM (BANKING INDUSTRY)

                   It is common knowledge that dramatic events like mergers, takeovers an

Restructuring of corporate sectors occupy the pages of   business newspapers almost daily. Further they have become the focus of public and corporate policy issues.  This is an area of potential good and proposed evaluations study on mergers and acquisitions.  This study attempts to asses the successfulness of M & A strategy in banking industry.  It analyses the implication from the financial point of view.

METHODOLOGY OF THE STUDY:

               The study is intended to examine the performance of merged banks in terms

of its growth  of total assets,  profits,  revenues,  investment and  deposits. The performance of merged banks is compared taking four years of pre-merger and four year of post - merger as the time frame.  The year of merger uniformly included in the post - merger period of all sample banks.  A random sample of seven banking units was drawn from the list of 20 banking units, which have undergone mergers and acquisition.  A sample of 33% of merged banks (7) from total merged banks (20) was drawn. While drawing the sample banks for this study, the availability of financial data such as financial statement, history of the companies etc was taken into account.

DATA COLLECTION OF THE STUDY:

               The present study mainly depends on the secondary data. The secondary 

data were collected for four years before and four years after the merger. The required data were obtained from the Prowess Corporation Database Software of CMIE. Chennai and a host of several newspapers, magazines, journals and websites and compilation from reports published in various newspapers at different times.

Tools used for Analysis (Banking Industry)

          This study has analyzed the growth of total assets, profits, revenues, investment

And deposits of merged banks before and after the merger.  In order to evaluate the performance, statistical tools like mean, standard deviation and t=test have been used.  The growth rates of sample banks for all variables (mean values of variables before and after merger) have been analyzed.

Limitations of the study:

1.     The study is confined to only select industries such as banking,     

          Pharmaceutical, steel and cement industries.

2.      The present study depends mainly on the secondary data.
3.          The secondary data collected for analysis of banking industry were 
                          Limited for four years and four years after the merger. Four years is

                          Limited considered to be a short period for evaluation.

4.      A random sample of seven banking units was drawn from the list of 

                          20 banking units. So they tend to possess the limitations of random 

                          Sample.

5.      Since the study involves statistical tools like mean, standard deviation,

                          t=test, the weakness and limitations of these statistical tools are 

                          applicable.

6.      The conclusions  and suggestions  are on the  basis of the  theoretical

                           Aspects which may not be possible in practical side.

However, with these limitations, the study is not handicapped in any way. 

With available data is taken to cover all aspects of the required objectives.

Organization of the study:

The present study has been classified into four chapters as per convenience 

and availability of data. They are as follows: 

1.   Introduction
2.   Profile of the organization
3.    Mergers and Acquisitions – Analysis
4.    Conclusions and Suggestions
           The first chapter deals with Introduction of the study. It includes theoretical 

aspects of definition  reasons for  Mergers and Amalgamations,  accounting aspects,   Issues  and  Concerns  of  Mergers  and  Acquisitions  of  Indian companies.  A review of literature is also presented. Other aspects included are objectives, importance, scope of the study etc.

     The  second  chapter  presents  a  brief  profile  of  the  organization -  The 

XXXX Finance Limited.  The third chapter is the core of the present project the common pitfalls and remedies in M & A are presented. It is classified into four sections for convenience sake.  Section A deals with an evaluation of the M & A in the banking industry. Section B, C and D  deals  with  the  M & A  in  pharmaceutical,  steel  and  cement  sectors respectively.

THE BASICS OF MERGERS AND ACQUISITIONS

The Main Idea:

      
 One plus one makes three: this equation is the special alchemy of a merger or Acquisition. The key principle behind buying a company is to create shareholder Value over and above that of the sum of the two companies. Two companies together are more valuable than two separate companies – at least, that’s the reasoning behind Mergers and Acquisitions.

 This rationale is particularly alluring to companies when times are tough. Strong companies will act to buy other companies to create a more competitive, cost-Efficient company. The companies will come together hoping to gain a greater market Share or achieve greater efficiency.  Because of these potential benefits, target Companies will often agree to be purchased when they know cannot survive alone.

DEFINING MERGERS AND ACQUISITIONS

The phrase Mergers and Acquisitions or M & A refers to the aspect of corporate Finance strategy and management dealing with the merging and acquiring of different Companies as well as other assets. Usually mergers occur in a friendly setting where Executives from the respective companies participate in a due diligence process to Ensure a successful combination of all parts. On other occasions, acquisitions can happen through hostile take over by purchasing the majority of outstanding shares of a company in the open stock market.

Merger can be defined as a process. This involves a transaction that combines two Firms into one new firm. An Acquisition is the purchase of one firm by another firm. Growth is an essential ingredient to the success.  Growth can be either internal or external. Internal growth is when company acquires specific assets and finances them by the retention of earning. External growth involves the acquisition of another Company. In principle, growth by acquiring another company is little different from Growth by acquiring specific assets.

       A merger refers to a combination of two or more companies into one company. It may involve absorption or consolidation. In absorption, one company acquires another company. Example: Ashok Leyland Ltd absorbed Ductnon Castings Ltd. In a consolidation, two or more companies combine to form a new company. Example: Hindustan Co. Ltd and Indian Reprographics Ltd. Combined to form HCL Limited.

       In India, mergers called amalgamations in legal importance are usually of the Absorption variety.  The acquiring company (also referred to as the amalgamated Company or the merged company) acquires the assets and liabilities of the acquired Company (also referred to as the amalgamating company or the merging company or The target company).  Typically, the shareholders of the amalgamating company in Exchange for their shares in the amalgamating company.

     A takeover generally involves the acquisitions of a certain block of equity capital Of a company which enables the acquires to exercise control over the affairs of the Company. In theory, the acquirer must buy more than 50 percent of the paid-up Equity of the acquired company to enjoy complete control.  In practice, however, Effective control can be exercised with a smaller holding, usually between 20 and 40 percent, because the remaining shareholders, scattered and ill-organized. Are not likely to challenge the control of the acquirer.

DISTINCTION BETWEEN MERGERS AND ACQUISITIONS:
 Although they are often uttered in the same breathe and used as though they were synonymous, the terms “merger” and “acquisition” mean slightly different Things.

         When a company takes over another one and clearly becomes the new owner, the purchase is called an Acquisition. From a legal point of view, the target company ceases to exist and the buyer “swallow” the business, and stock of the buyer Continues to be traded.

        In the pure sense of the term A merger happens when two firms, often about the Same size, agree to go forward as a new single company rather than remain separately Owned and operated. This kind of action is more precisely referred to as a “merger of Equals”. Both companies stock are surrendered, and new company stock is issued in Its place. For example, both Daimler Chrysler was created.

       In practice, however, actual mergers of equals do not happen very often. Often, one company will buy another and, as part of the deals terms, simply allow the Acquired firm to proclaim that the action is a merger of equal, even if it’s technically an acquisition. Being bought out often carries negative connotation. By using the term “Merger” Deal makers and top managers try to make the take over more palatable.

A purchase deal will also be called as merger when both CEOs agree that joining Together in business is in the best interests of both their companies. But when the deal is unfriendly – that is, when the target company does not want to be purchased it is always regarded as an acquisition.

      So, whether a purchase is considered a merger or an acquisition really depends on whether the purchase is friendly or hostile and how it is announced.  In other words, the real difference lies in how the purchase is communicated to and received by the Target Company’s board of directors, employees and shareholders.

TYPES OF MERGERS AND ACQUISITIONS:

Usually three different types of M & A are

i. Strategic

ii. Financial

iii. Conglomerate

i. Strategic (1893-1904)
Most of the mergers during 1893-1904 could be classified as strategic mergers. This was also the case during the period leading up to the great depression. A Strategic acquisition involves operating synergies i.e. two firms are more Profitable combined than separate. Again in 1990’s such acquisition started Dominating.

ii. Financial 
The bidder usually believes that the price of the firm’s stock is less than the Value of the firm’s assets. Such acquisitions declined since the late 1980’s Kohl berg Kravis and Robert’s leveraged buyout of RJR Nabisco is a well-Known example.

iii. Conglomerate / Diversifying
Conglomerate involves firms with no apparent potential for operating synergies. A number of large vs. corporation were built up in the 1960s through conglom-Erate acquisitions.  Profit had been shaken by political risk. Such as the Nationalization of ITT’S (International Telephone and Telegraph) telephone System in Cuba, the CEO, Harold Geneen, recommended in an internal Document in 1963 that ITT adopt a policy of acquiring U.S. Company. The First major purchase by ITT was Avis Rentacat, which was followed by both Big and small name. Most of the mergers in the United States during 1950s, 1960s and 1970s were conglomerate.

VARIETIES OF MERGERS:

From the perspective of business structures, there are a whole host of different Mergers. The following are a few types, distinguished by the relationship between The two companies that are merging.

· Horizontal Merger: Two companies that are in direct competition in the Same product lines and markets.

·  Vertical Merger: A customer and company or a suppliers and company for Example from a cone supplier to an ice cream mark.

·  Market – extension Merger: Two companies that sell the same products in Different markets.

·  Product – extension Merger: Two companies selling different but related Products in the same market.

· Conglomeration: Two companies that have no common business area. From the perspective of how the merger and consolidation mergers. Each has certain implication for the companies involved and for investors

Purchase Mergers:
As the name suggest, this kind of merger occurs when one company purchases Another one. The purchase is made by cash or through the issue of some kind of debt Instrument, and the sale is taxable.

     Acquiring companies often prefer this type of merger because it can provide them With a tax benefit. Acquire assets can be “written-up”. To the actual purchase price, and the assets can depreciate annually, reducing taxes payable by the acquiring Company.

Consolidation Mergers:

    
With this merger, a brand new company is formed and both companies are brought And combined under the new entity. The tax terms are the same as those of a purchase Merger.

TYPES / FORMS OF TAKEOVERS:

      Unlike all Mergers, all acquisitions involve one firm purchasing another – there is No exchanging of stock or consolidation as a new company. Acquisitions are often Congenial, will all parties feeling satisfy with the deal. Other firms, acquisitions are More hostile.

    In an acquisition, as in some of the merger deals, a company can buy another with Cash, with stock, or a combination of the two. Another possibility, which is common in smaller deals,  is for one company to acquire all the assets of another company. Company X buys all of company Y’s assets for cash, which means that company Y will have only cash (and debt, if they had debt before).  Of course, company Y Becomes merely a shell and will eventually liquidate or enter another area of business.

       Another type of acquisition is a reverse merger a deal that enables a private Company to get publicly listed in a relatively short period. A reverse merger occurs When a private company that has strong prospectus and is eager to raise financing  Buys limited assets. The private company reverses mergers into the public company, And together they become an entirely new public corporation with tradable shares.

A take over may be done through the following ways:

·     Open Market Purchase:

         The acquirer buys the shares of the listed company in the stock market. Generally, hostile takeovers are initiated in this manner.

·    Negotiated / friendly acquisition:
              The acquirer buys shares of the target company from one of more existing    Shareholders who are likely to be promoter shareholders- in a negotiated transaction.

·    Preferential allotment:
              The acquirer buys shares of the target company, through a preferential Allotment of stake in the company and also infuses funds into the company.

·    Bail – out takeovers:
        A profit earning company takes over a financially sick company to bail it out.

REASONS FOR MERGERS:

        By merging, the companies hope to benefit from the following:

1.    Economies of scale:
         The operating cost advantage in terms of economies of scale is considered to 

be the primary motive of mergers, in particular, for horizontal and vertical mergers.

They result in lower average cost of production and sales due to higher level of 

Operations.

2.   Economies to scope:
 
 A company may use a specific set of skills or assets that it possesses to use a Specific set of skills or assets that it possesses to widen the scope of its activities. For example, Proctor and Gamble can enjoy economies of scope of its activities a Consumer product company that benefits from it’s highly consumer marketing Skills.

3.    Synergy:
        Synergy is the magic force that allows for enhanced cost efficiencies of the 

New business. Synergy takes the form of revenue enhancement and cost savings. Most of the mergers seek synergistic gains to both the acquiring as well as the Target firms.

Synergy would be expressed as follows: 

In effect, synergy is created and is positive only when the following equation holds

True:

V (A+B)>V (A) +V (B)

 Where:     V (A+B)             :            Value of the combined firm   

                  V (A)                  :              Value of firm A

                        V (B)                  :              Value of firm B        

                Also,   merger and acquisition effect along all of the above considerations should also be positive, failing which little synergies benefit is deemed to have been generated.  The net effect of synergy would be:

   Positive           -          If all or one of the above three happen.

   Neutral            -          No change over the stand-alone position.

Negative         -           All or one of the above may happen in reverse direction.

4.      Fast Growth:
             Merger often enables the amalgamating firm to grow at a rate fast than is   Possible under internal expansion route via its own capital budgeting proposals  Because the acquiring company enter a new market quickly, avoids the delay  Associated with building a new plant and establishing the new line of product.

5. Tax Benefits:
             When a new firm with accumulated losses and/ or unabsorbed depreciation    Mergers with a profit – making firm, its accumulated losses and / or unabsorbed  Depreciation can be set off against the profits of the profit – making firm and tax  Benefits can be quickly realized.

6.     Staff Reduction:
               As every employee knows, merger tends to mean job losses. Consider all   The money saved firm reducing the number of staff members from accounting, Marketing and other departments, Job cuts will also include the former CEO, who Typically leaves with a compensation package.

7.     Acquiring New Technology:
              To stay competitive, companies need to stay on the top of technological    Developments and their business applications. By buying a smaller company with  Unique technologies, a large company can keen to develop a competitive edge.

8.     Improved Market Reach and Industry Visibility:
              Companies buy companies to reach new markets and grow revenues and Earnings. A merger may expand two companies marketing and distribution, giving    Them new sales opportunities. A merger can also improve a company’s standing in   The investment community; bigger firm often have an easier time raising capital   Than smaller ones.
9.     Economies of Vertical Integration:
         When companies emerged at different stages of production of value chain Merge, economies of vertical integration may be realized. For example, the merger Of a company engaged in oil exploration and production (like ONGC) with a Company engaged in refining and marketing (like HPCL) many improve Coordination and control.

10.   Complementary Resources:
             If two firms have complementary resources, it may take sense for them to Merge. A good example of a merger of companies, which complemented each other Well, is the merger of Brown Bovery and Asea that resulted in Asea Brown Bovery (ABB). Brown Bovery was international, whereas Asea was not. Asea excellent in Management, whereas Brown Bovery did not. Thetechnology, markets, and cultures of the two companies fitted well.

11.  Utilization of Surplus Funds:
           A firm in a mature industry may generate a lot of cash but may not have Opportunities for profitable investment, such a firm ought to distribute generous Dividends and even buy back its shares, if the same is possible.  However, most Management’s have a tendency to make further investments, even though they may not be profitable.  In such a situation, a merger with another firm involving cash Compensation often represents a more efficient utilization of surplus funds.

12. Managerial Effectiveness: 
         One of the potential gains of merger is an increase in managerial effectiveness this may occur if the existing management team, which is performing poorly, is replaced by a more effective management team.  Often a firm, plagued with Managerial inadequacies, can gain immensely from the superior management that is Likely to emerge as a sequel to the merger.

           Another allied benefit of merger may be in the form of greater congruence between the interest of the mergers and the shareholders.

ACCOUNTING FOR AMALGAMATIONS

          According to the accounting standard   14(As- 14) on accounting for Amalgamations issued by the institute of Chartered Accountants of India, an Amalgamation can be in the nature of either uniting of interest, which is referred To as ‘ amalgamation in the nature of merger’ of ‘ acquisition’.

           The conditions to be fulfilled for an amalgamation to be treated as an ‘Amalgamation in the nature of merger’ are as follows:

i.      All assets and liabilities of the transferor company before amalgamation should become the assets and liabilities of the transferee company.

ii.      Shareholders holding not less than 90 percent of the face value of the Equity shares of the transfer or company (excluding the proportion held by the transferee companies) should become shareholders to the transferee Company.

iii.       The consideration payable to the aforesaid shareholders should be Discharger by the transferee company by issue of equity shares. Cash can be paid in respect of fractional shares.

iv.       The business company intends to incorporate is intended to be carried on by the transferee company.

v.       The transferee company intends to incorporate in its balance sheet the Book values of assets and liabilities of the transferor company with any Adjustment except to the extent needed to ensure uniformity of accounting Policies. An amalgamation, which is not in the nature of a merger, is treated As and acquisition’.

        The accounting treatment of an amalgamation in the books of the transferee Company is dependent on the nature of amalgamation as stated above. For a merger, The ‘Pooling of Interest’ method is to be used and for an acquisition the ‘Purchase’   Method is to be used.

     Under the ‘Pooling of Interest’ method, the assets and liabilities of the merging Companies are aggregated. Likewise, the reserves appearing in the balance into the Balance sheet of the transfer company. The difference in capital on account of the Share swap ratio (exchange ratio) is adjusted in the reserves.

    Under the ‘Purchase’ methods, the assets and outside liabilities of the transferor Company are carried into the books of the transferee consideration and the net book Value of assets over liabilities is treated as ‘ Goodwill’ that has to be amortized over a period  not exceeding  five years.  Should the purchase consideration be less than the net book value of assets over liabilities, the difference is shown as ‘Capital Reserve’.

   Since there is often an asset write-up as some goodwill, the reported profit under the purchase method is lower because of higher depreciation change as well as Amortization of goodwill

VALUATION MATTERS:

         Investors in a company that is aiming to takeover another one must determine whether the purchase will be beneficial to them.  In order to do so, they must ask themselves how much the company being acquired is really worth.

       Naturally, both sides of an M & A deal will have different ideas about the worth of a target company, its seller will tend to value the company as high as possible, while the buyer will try to get the lowest price possible.

      There are however, many legitimate ways to value companies. The most common Method is to look at comparable companies in an industry, but deal makers employ a variety of other methods and tools when assessing a target company. Hence are just few of them:

1)    Comparative Ratios:
             The following are two examples of the many comparative metrics on which 

Acquirers may base their offers:

· P/E (Price-to-Earnings) Ratio:
With the use of this ratio, an acquirer makes an offer as a multiple of the Earnings the target company is producing. Looking at the P/E for all the stocks within the same industry group will give the acquirer good guidance for what the target’s P/E multiple should be.

·   E/V Sales  (Enterprise – value – to – Sales Ratio or Price – to – Sales) 

       Ratio:
      With this ratio, the acquiring company makes an offer as a multiple of the Revenuesagain. While being aware of the P/S ratio of other companies in the industry.

2)    Replacement Cost: In a few cases, acquisitions are based on the cost of Replacing the target company. For simplicity’s sake, suppose the value of a create is simply the sum of all its equipment and staffing costs. The Acquiring Company can literally order the target to sell at that price, or it will create a competitor for the same cost. Naturally, it takes a long time  to  assemble  good  management,  acquire  property  and  get  the  right  Equipment. This method of establishing a price certainly wouldn’t make much sense in a service industry where the key assets – people – are Hard to value and develop.

3)    Discounted Cash Flow (DCF): A key valuation tool in M & A discounted Cash flow analysis determines a company’s current values according to its estimated future cash flows. Forecasted free cash flows (operating profit + Depreciation + amortization of goodwill – capital expenditures – cash taxes - Change in working capital) are discounted to a present value using the Company’s weighted average costs of capital (WACC).

Synergy: The Premium for Potential Success  

For the most part, acquiring nearly always pay a substantial premium on the stock market value of the companies they buy.  The justification for doing so nearly always boils to the notion of synergy. A merger benefits shareholders when a company’s post-merger share price increases by the value of potential synergy.
           It would be highly unlikely for rational owners to sell if they would benefit more by not selling. That means buyers will need to pay a premium if they hope acquire the company, regardless of what pre-merger valuation tells them. For sellers, that premium represents their company’s future prospects. For buyers, the premium represents part of the merger synergy they expect can be achieved. The following equation offers a good way to think about synergy and how to determine if a deal makes sense. The equation solves for the minimum required synergy.
 Pre-Merger Value of Both Firms + synergy   = Pre – Merger Stock Price Post – Merger Number of Shares

                   In other words, the success of a merger is measured by whether the value of the buyer is enhanced by the action. However, the practical constraints of merger often prevent the expected benefits from being fully achieved

What to Look For
       It’s hard for investors to know when a deal is worthwhile. The burden of a proof should fall on the acquiring company. To find mergers that have a chance of success, investors should start by looking for same of these criteria:

·  A Reasonable Purchase Price:  A premium of say, 10% above the market price seems within the bounds of level headedness. A premium of 50 %, on the other hand, requires synergy of stellar proportions for the deal to make sense. The investors should stay away from companies that participate in such contents.

·     Cash transaction: Companies that pay in cash tend to be more careful when calculating bids, and valuations come closer to target. When stock is used as the currency for acquisition, discipline can go by the way side.

·  Sensible Appetite:  An acquiring company should be targeting a company that is smaller or in business that the acquiring company knows intimately. Synergy is hard to create from companies in disparate business areas.

Mergers are awfully hard to get right, so investors should look for acquiring companies with a healthy grasp of reality.

 In other words, the success of a merger is measured by whether the value of the buyer is enhanced by the action. However, the practical constraints of merger soften prevent the expected benefits from being fully achieved

Doing the Deal

Start with an Offer:

          When the CEO and top managers of a company decide that they want to do a merger or acquisition, that start with a tender offer. The process begins with the acquiring company carefully and discreetly buying up shares in the target company, or building a position. One of the acquiring companies starts to purchase shares in the open market, it is restricted to buying 5% of the total out standing shares before it   must file with the SEC. In the filing, the company must formally declare how many shares its owns and whether it intends to buy the company of keep the shares purely as an investment.

                 Working with financial advisors and investment bankers, the acquiring company will arrive at and overall price that it’s wiling to pay for its target in cash, shares or both. The tender offers is then frequently advertised in the business press, stating  the  offer  price and  the  deadline  by  which  the  shareholders  in  the  target company must accept (or reject)it.

The Target’s Response: Once the tender offer has been made, the target company can do one of several things.

·  Accept the Terms of the Offer:   If the target firm’s top managers and shareholders are happy with the terms of the transaction, they will go ahead with the deal.

·  Attempt to negotiate: The tender offer price may not be high enough for the 

Target company’s shareholders to accept, or the specific terms of the deal may not be attractive. In a merger, there may be much at stake for the management of the target – their jobs in particular.  If they are not satisfied with the terms laid out in the tender offer, the target’s management may try to work out more agreeable terms that let them keep their jobs or, even better, send them with a nice, big compensation package.

              
Not surprisingly, highly sought offer target companies that are object of several bidders will have greater latitude for negotiation.  Further more, manager have more negotiating power if they can show that they are crucial to the merger’s future success.

·  Execute a Poison Pill or Some Other Hostile Takeover Defense:
      A poison pill scheme can be triggered by a target company which a hostile suitor acquires a predetermined percentage of company stock. To execute its defense, the target company grants all shareholders except the acquiring company’s share and intercepts its control of the company.

Find a White Knight:

        As an alternative, the target company’s management may seek out of friendlier potential acquiring company, or white knight. If a white knight is found, it will offer an equal or higher price for the shares than the hostile bidder.

      Mergers and acquisitions can face scrutiny from regulatory bodies. For ex, the two biggest long distance companies in the U.S... AT & T and Sprint, wanted to merge, the deal   would require approval from the Federal Communication Commission (FCC). The FCC would probably regard a merger of the two gains as the creation of a monopoly or, at the very least, a threat to competition in the industry.

Closing the Deal:
Finally,   once  the  target  company  aggress  to  the  tender  offer  and    regulatory requirements are met, the merger deal will be executed by means of some transaction. In a  merger in  which a  company buys  another  the acquiring  company’s  will pay for the target company’s shares with cash, stock or both.

BREAK – UPS

        As mergers capture the imagination of many investors and companies, the idea 

of the getting smaller might seem counterintuitive.  But corporate break-ups or de-mergers can be very attractive options for companies and their shareholders.

 A de-merger results in the transfer by a company of the one or more of its undertakings to another company. The company whose undertaking is transferred is called the de-merged company and the company (or the companies) to which the undertakings is transferred is referred to as the resulting company.

Advantages:

1)      The rationale behind a spin off, tracking stock, or carve – out is that “the  parts are grater than the whole”. These corporate restructuring techniques which involve  the separation  of a  business unit o r subsidiary  from the  parent can help a company raise additional equity funds.

2)                    A break-up  can all  boost a  company’s valuation by providing powerful   incentives  to  the  people  who  work  in  the  separating  unit,  and  help management of the parent focus on core operations.

3)           Shareholders  get  better  information  about  the  business  unit because it

            issues separate financial statements.  This is particularly useful when a company’s                                    traditional line of business differs from the separated business units.

4)     With separate financial disclosure, investors are better equipped to gauge the value of the parent corporation. The parent company might attract more investors and ultimately more capital.

5)     Also, separating a subsidiary from its parent can reduce internal competition from corporate funds.  For investors, that’s great news: it curbs the kind of negative internal wrangling that can comprise the unity and productivity of  a company.

6)                 For employees of the new separate entity, there is a publicly traded stock to motivate and reward them.  Stock options in the parent often provide little incentive to subsidiary managers, especially since their efforts are buried in the overall firm performance.

Disadvantages:

1)   De-merged firms are likely to be substantially smaller than their parents, possibly making it harder to tap credit markets and costlier finance that may be affordable only for larger companies.

2)   The smaller size of the firm may mean it has less representation on major    indexes, making it more difficult to attract interest from institutional investors.

3)    There are extra costs that the part of the business face if separated. When a firm divides itself into smaller units, it may be losing the synergy that it had as a larger entity.  For instance, the division of expenses such as marketing, administration and R & D into different business units may cause redundan costs without increasing overall revenues.

Restructuring Methods

            There are several restructuring methods: doing an outright sell off, doing an equity

carve – out, spinning off a unit to existing shareholders, or issuing tracking stock. Each has advantages and disadvantages for companies and investors.  All of these deals are quite complex.
Sell – Offs:

           A sell – off, also known as a divestiture, is the outright sale of a company subsidiary. Normally, sell – offs are done because the subsidiary doesn’t fit into the parent company’s core strategy.  The market may be undervaluing the combined businesses due to a lack of synergy between the parent and subsidiary. Management and the board therefore decide that the subsidiary is better off under different ownership. 

Equity Carve – Outs:

   
 In equity carve out, a parent company sells a portion of its equity in a wholly owned subsidiary.  A sale may be to the general investing public or to a strategic investor.  Equity carves outs undertaken to bring cash to the parent and to induct a strategic investor in a subsidiary.

 Spin – offs

                In a  spin – off  an  undertaking  or  division  of  a  company  is  spun off  into an independent company.  After the spin off, the parent company and the spun off company are separate corporate entities. For example, the Information Technology Division of WIPRO limited was spun off as a separate company in the late 1980s. (In the late 1990s, however, it was merged back into the parent company)

Split – up

    In a split – up, a company is split – up into two or more independent companies. As a sequel, the parent company disappears as a corporate entity and in its place two or more independent companies.  As a sequel,  the parent company  disappears as a corporate  entity  and  in  its  place  two  or  more  companies  emerge. For example, separate companies, viz., the New Ahmedabad Advance Mills and the Tata Metal Strips.

MERGERS AND ACQUISITIONS OF INDIAN COMPANIES:

ISSUES AND CONCERNS

                  A decade into the ern of LPG, more companies in the corporate sector face a 

wild jungle like situation with fierce competition for survival.  A lot of debate is going on about the merger process. The post – merger scenario in the case of two organizations generates several issues.  The staff of both the organization sits side - by – side and work together. The books, registers and products of one organization are likely to be discarded totally.  The systems and procedures of one organization (absorbing company) have to be imbibed by the staff of another (merging) company. The physical and psychological stress is not minimal in the process of merger.

The Initial Question

                  When one thinks of merger of two companies, the initial question one faces in 

when an Indian company is having high percentage of loss, is it necessary or beneficial to think of merger? It may not be profitable to merger companies when the merging companies are plagued with heavy loss.  The recovery proceedings / may be affected if the companies are merged.

Issues Involved

                 The issues involved relating to the preparatory and the post-merger stages are

briefly outlined in the following paragraphs.  They are categorized under four heads.

1. Issues relating to personnel

2. Issues relating to material

3. Issues relating to management

4. Other issues

1. Issues Relating to Personnel
                There are two issues to personal
a) Conflict among Trade Unions of Two Companies:
                        It is common in India that the staff of every company becomes members of      or 3 unions, which are in turn affiliated to some political party or other. There are several          hierarchical posts enjoyed by the office bearers of these unions. The power and supremacy enjoyed by each leader within his company varies. When two companies merger, naturally, there is a possibility for power struggle among the leaders themselves.  In the process, it is likely that the interests of the member go unprotected.

b) Training Cost:
                 In order to successfully run the corporation, every corporation would have to spend enormous amounts in familiarizing the systems and procedures of its staff. Once the merger takes place, staff of both corporations suffers under the new system. The staff of absorbing corporation needs to know briefly about the procedure of the merging corporation.  The staff of merging corporation needs to know everything about the absorbing corporation. As the staffs of both corporations have to be trained, that too in the shortest possible time, there will be enormous pressure on the training system and the new management. This process would involve enormous cost and strain to the staff.

2.    Issues Relating to Material:
             Issues’ relating to material includes.

a)    Change of system and procedures:
               Each corporation has its own system and procedures developed and improved over

a period of time.  It would have already invested several crores of rupees and man hors in publishing the books of instruction of familiarizing them to all the operating staff. When the merger of two corporations takes place. Employees and supervisors of the corporation especially from the merging corporation face utter confusion. Further, change of the age-old established practices will not be relished nor the new systems easily understood by the employees.

b)    Synchronization of Longstanding System Generally:
              Every corporation would have traditionally stabilized in a particular system of 

  Functioning or accounting.  After merger of two corporations, a need may arise to Modify     the longstanding system in the absorbing corporation to synchronize with The need of the new environment. So, the absorbing corporation may come across a situation which it had not encountered earlier.
c)    Waste of Company – Specific Technology:
                As a result of increasing needs of customers, computerization has already taken 

 Place to a significant extent in each company.  Each company would have paid Huge sums as royalty and spent several man hours in getting suitable software Developed for the specific   accounting needs of the company from a particular vendor.  If and when two companies need to be merged, all the money and Labor spent by one company would go a total waste because of the likely Incompatibility of the two separate software’s of the merging companies.

d)    Additional Overheads Cost:
               At any point of time, all companies maintain fixed assets, security form and 

Stationery worth several cores of rupees for smooth functioning of their branch Officer or division office located at several places.  As a result of merger, the Printed stationery lying with merging company may turn out to be unusable.

      Both companies after a final decision regarding merger is taken, will spend Sizeable sums and valuable time/manpower in observing the formalities related to merger. Further, they need to communicate or publicize about merger proposal With a view to getting the consent of their shareholders. Both companies need to Inform and educate their customers. Several legal formalities, involving stamp And procedural hassles, have to be tackled. This problem ultimately lead to Escalation of cost.

3.     Issues Relating to Management:



 These include

a)       Apprehension of Top Level Staff:
            After merger, ego clashes may arise at the top management of the companies. In

this process, company and customers may not be drawing the best out of the talent/experience lying in the two General Managers.

b)      Reluctance of Shareholders:
           While the shareholder of the weak company may thank his starts over a merger 

of two companies (a weak company and a strong company), the shareholders of the strong company will raise hue and cry to stop t he merger, because of the lingering fear that his share may not be earning as in the past and its value may deteriorate. Even if  two strong  companies,  merge,  the  apprehension  of  the shareholders  cannot  be  easily  dispelled in the initial months till success is achieved and better returns realized.

c)      Loss of Attention on Business Targets:
         During the process of merger, the branches concentrate mostly on the system

related problems.  The new system throws up lost of problems (administrative, legal, procedural etc.)  which take away most of the time and attention of the head or Branch Office. Thus the business targets do not get their due attention.

d)      Communication Delays:
          When the process of merger is going on, the management of each company may

face several unexpected complex problems from different quarters.  Decision making could be delayed.  It  is  possible  the  employees  and  customer  will experience  the   delays  as  unbearable  during  the  merger  process / transition period. Leading to all round dissatisfaction.
4.      Others Issues: Other issues include

a)      Fluctuation of share prices:
                          On account of merger process, the losses of weak company may be

transferred to the healthy company. The profits of the healthy company may be affected for sometime.  On account of decrease in the profits of the company, the market value of the share of the healthy company also may be affected to some extent.

b)      Customers service:
                                   In the competitive ear, customer service, customer satisfaction, and 

customer delight are the watchwords for any industry.  On account of merger, the recognition of customers and personalized service rendered in the past may be affected to some extent.

c)      Confusion to Customers:
                                   Each company, before merger, may be popularizing its own style of 

distribution and products by different names and most of the customers would have, over a period of time; got accustomed to these names.  When the merger takes place, not only the insiders (staff) but also the customers start experiencing the confusion.

d)      Poor Credit Management:
                        When two companies are in the process of merger, both the companies 

may not give due attention to credit dispensation or to follow up/supervision of advances.  The debtors also may not get prompt responses to their requests for enhanced credit limits or temporary excess drawings. Company staff also may not give full attention to recovery aspect.

e)      Insider Frauds:
                                  There is a considerable scope damage or pilferage. Hence the process of

merger may be used as a god-sent to defraud the company by any insider with malafide intentions.

f)      Market Capture by Players:
                        While the merger process of two companies is going on, the delay’s on 

account of administrative reasons or un preparedness of staff may occur. Other players will exploit this opportunity to lure away the important clientele of the merging companies and increase their market share.

                        In spite of the above issues/ constraints, the mergers of company may 

still be viewed as the only alternative lift in the place of other hard choices. It is  true that  merger of companies  may  increase the  size of the  balance sheet, wider the network and trade opportunities in new areas, generate scope to offer more user  friendly products  and opportunity  to the  staff  to prove  efficiency.

              Whatever be the reasons for approving the merger, the planners and supervision

  in the  merger process  should consider  the above  issues/constraints  to plan a  smooth      transition of merger.

EVALUATION OF SYNERGIES – A REVIEW OF LITERATURE:

                         The vast majority of Merger and Acquisitions rely on synergies in the 

value  creation  only  a  small  proportion  of  Merger  and  Acquisitions  are undertaken for non-synergistic reasons, Literature review. This review consider particular types of Merger and Acquisition that attempt to create something greater than the sum of the previously independent parts.  With this type of combination, the focus is on strategies and processes required for the identification and attainment of true and productive synergies (Marks and Mirvis, 1997)

REASONS FOR DOING MERGERS AND ACQUISITIONS:

                  Mergers and Acquisitions are carried out for a variety of reasons which

can be categorized as synergistic,   non - synergistic and / or strategic. Non- synergistic combinations can be described as non-core diversification transaction and strategic combinations are done for reasons such a eliminating competition, securing supply of distribution line or preventing a competitor from acquiring the target.  The reasons given in the literature for carrying out Merger and Acquisitions are:
·        Industry specific requirements

                    (Haspeslagn and Jemison, 1991)

·      Globalization leading to scale requirements

                     (Galpin and Herndon, 1999)

·       Speed and Coat consideration of growth

                     (Marks and Mirivis, 1997)

·       Product and Service range expansion

                      (Galpin and Herndon, 1999)

·       Risk reduction and diversification

                    (Rappaprot, 1998)

·       Leverage of core competencies or technology change

                     (Slusky and Caves, 1991)

                             All of the above primary reason for doing Merger and Acquisitions 

       have synergistic elements to them

REASONS FOR THE FAILURE OF MERGERS AND ACQUISITIONS:

       
 Table 1 set’s out the various reasons for the failing of M & A and shows the extent of support of these failings in the literature under review.

       
 The literature clearly shows that the payment of too high an acquisition 

price and the lack of planning to integrate the organizations are the leading cases of failure. Both of these relate to unrealized synergies.  Synergies can only be achieved or

realized through post-merger integration of both processes and people and, where a  premium  has  been  paid  for  the  acquisition, the slower  the integration,  the slower the  realization of  slower the  integration,  the slower  the realization  of synergies will be  and the more expensive it  will  be to repay  the premium paid(lajoux,1997). Horwitz, Anderssen, Bnzuidenhout, Cohen, Kirsten, Mosoeuntane, Smith, Thole and Van heerden (2002) show that neglect of the ‘soft’ due diligence factors   of  cultural  and   human  resource  capabilities  hampers  transition  and effective integration  of the new entity,  Bijilsum Frankema (2001) examines the friction between the merging organizations and how best to minimize it.

  Table 1: Reasons for the Failures of Mergers and Acquisitions
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	· 
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	· 

	Sirower (1997)
	
	· 
	
	· 
	
	· 
	· 

	Zweig (1995)
	· 
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	· 

	Frequency

(out of total 17)
	    11
	     2
	     4
	    5
	     6
	    3
	    11


Synergy  Evaluation as a Subsection of the Merger Process
     The identification and evaluation of synergies are crucially important because.

1)    There are no dress rehearsals for acquisitions.

2)     The entire premium is paid upfront.

3)     Exit costs are often very high and

4)      Achieving synergies is analogous to starting up a business.

            Adding synergy means creating value that not only does not yet exit but is not yet expected’ (Sirower, 1997 : 21). Synergy evaluation is an important aspect   M & A and must necessarily be dealt with somewhere in the process.

The Significance of Synergy Evaluation in the Value Creation Process

           Since large acquisition premiums are being paid for target companies in excess  of  their stand – alone values,  it stands  to reason that there must be some relationship  between  the size of  the premiums  and the value  of  the anticipated synergies.  Sirower defines the merger of takeover premium as ‘the amount the acquiring firms pays for an acquisition that is above the pre-acquisition price of the target company.   The acquisition premium represents the expectation of synergy in a corporate combination (Sirower, 1997: 46-47) 

     The literature delivered evidence of three broad methods for analyzing the relationship between synergies and the payment of an acquisition premium.

·     Eight of the authors related the present value of the expected synergies from

the transaction  to  the  anticipated  future cash  flow improvement  resulting from  the  acquisition  ( Eccles,  Lane  and Wilson, 1999;  Haunschild, 1994; Lajoux, 1997;  Marks  and  Mirvis, 1999;  Rappaport, 1998;  Sirower,  1997; Varaiya, 1987; Zweig, 1995 )

·  Seven of the authors also used some form of break even analysis to determine

the point  at which shareholder  value is either  created or destroyed  ( Eccles,

Lane and Wilson, 1999;  Haunschild, 1994; Lajoux, 1997;  Marks and Mirvis,

1997; Rappaport, 1993; Sirower, 1997; Varaiya, 1987)  

·  Six of the authors  indicated an ancillary process  was performed through  an

analysis for the value drivers of a synergistic transaction, as estimation of the increases in cash  flow resulting from  those drivers and then form that point.   Determining  the  value  to  be  created  by  the  combination ( Campbell and ssGoold, 1998;  Galpin  and  Herndon, 1999;  Haspeslagh  and  Jemison, 1991;       Healy, Palepu and Ruback, 1992; Howell, 1970; Rappaport, 1998 ) 



 Since  the  existence of  potential  paper  synergies  is  the  pre-deal justification  for  the  payment  of  an  acquisition  premium,  the  realization  of  tangible and productive synergies is the post-merger justification of the acquisition premium. Where the expected synergies do not exist or have not been captured, there is no justification for the premium and the shareholder value, from the buyer’s point of view, has been destroyed.

Resources and Methodologies Required for the Achievement of Productive Synergies

                   A  study  revealed  that  only  23%  of  merger  even  cove the  cost of  the 

Acquisition, not to mention achieving the levels of synergistic gains that are totaled about a transaction (Fisher, 1994).  If synergies provide the rationale for merger and acquisition activity, the best practice must be identified and isolated.  Nine  predominant  techniques  and  strategies  for  the  creation  and sustainability  of  synergies  were  identified  from  the  literature.  The relative significance of the various techniques is from the literature. The relative schematically represented in Table 2.

             Adequate planning for the integration of the merger, establishing efficient

And effective reward systems and incentive mechanisms, and establishing the acquisition premium relative to the anticipated synergies appear to be the most significant techniques and strategies for successful mergers and acquisitions.

      Not withstanding this relative significance, there is generally high occurrence Of each technique, and all must, therefore be regarded as substantially important in the realization of productive synergies through mergers and acquisitions.        
TABLE 2:   Techniques for generating productive synergies
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	Frequency 
	    8
	    7
	      5
	     6
	     9
	    4
	    8
	    5
	    5


DATA ANAYSIS AND PRESENTATION

Mergers and Acquisitions – Sector wise

           Mergers and Acquisitions have become a major force in the financial and 

Economic and environment all over the world. On the Indian scene, thanks to the liberalization  of  FERA, MRTP act  and industrial licensing  and the compulsion  to be more  competitive,  corporate  are  looking  seriously  at mergers and acquisitions.

      Mergers and acquisitions gathered momentum in the Indian economy in

the decade of 1990s. From January 1990 to June 1997: 96,020 companies in

the world came under the new ownership through mergers and acquisitions 

Worth $3.9tn in 1999 alone, it is estimated that world wide merger and 

acquisition  activity  rose  by  over  one  third  from  1998  levels  to  more 

than $ 3.4tn.

History of Mergers and Acquisitions:

          Mergers and acquisitions activity has increased substantially since the mid 

1960s in 1967, the total dollar value of the corporate merger & acquisition Was under $20bn, by 1984 it grew to a total dollar volume of $ 100 billion and by 1998 the dollar volume has exceeded one trillion.

Exhibit 1 lists the largest mergers before the year 2000

    Exhibit 1 Largest Merger in the Last Millennium:

	     Buyer
	     Seller
	       Price

     Offered

   (millions)
	  Announced

      year

	       PFIZER
	Warner-Lambert
	$ 82,399.6
	    1999

	       EXXON
	      Mobil
	$ 81429.8
	    1998

	  SBC Communication
	  Ameritech
	$ 75233.5
	    1998

	  VODAFONE GROUP
	    AIR TOUCH

 COMMUNICATION


	$ 62768.0
	    1999

	  British Petroleum Co.
	       Amoco
	$ 56482.0
	    1998

	        AT & T
	  Media One Group
	$ 55795.4
	    1999

	   BELLA-ATLANTIC
	        GTE
	$ 52845.8
	    1998

	       AT & T
	Telecommunication
	$ 52525.6
	    1998

	   NATIONAL BANK
	    Bank America
	$ 43158.3
	    1999

	     WORLD COM
	MCI Communication
	$ 42459.2
	    1997

	TRAVELLERS GROUP
	       Citicorp
	$ 36031.6
	    1998

	        QWEST

   Communication.Intl
	      US West
	$
 34748.0
	    1999

	      VIA COM
	        CBS
	$ 34454.0
	    1999

	     NORWEST
	Wells Forgo and Co.
	$ 31660.2
	    1998

	  DAIMLER-BENZ
	Wells Forgo and Co.

       Chrysler
	$ 31156.0
	    1998


        From the exhibit, it can be noted that these are all horizontal mergers, involving firm

at the same industry. In particular, these firm in the same industry.  In particular, these mergers created some of the largest oil and telecommunications companies in the world as well as the largest financial services companies in the United States.

      In the  past few  years there  have been  a large no of  block buster  mergers and acquisitions that  made the  past merger  and acquisition  look small  by comparison. For example, the merger between Citigroup and Travelers group estimated at $77bn in value and EXXON’S acquisition of mobile for $ 81,429.8mn. the size and no. of merger and acquisition transaction continue to grow world wide.

              The role of merger and acquisition had evolved as a strategies tool for fast-track-

Technology-led companies.  In current rapidly  changing environment  and in the era of systematic innovation, where technologies is embedded in people and processes, well  planned   merger  and  acquisition   are  recognized  as  critical  to  fast  track    technology  company success and even survival.

              Takeovers have become common place in the Indian corporate world too. Some 

of the prominent takeovers witnessed recently are:

Exhibit 2 Prominent Takeovers:

	           Chhauahrias


	             Shaw Wallace

	              Goenkas


	   Calcutta Electric Supply Company

	             Hindujas


	         Ashok  Leyland

	         Mcleod Russel


	  Union Carbide (Renamed as Eveready

                           India)



	             Satyam


	                 India World

	             Hindalco


	                      Indal

	             Reliance


	                      IPCL

	              Tatas


	                     VSNL

	             Sterlite


	                    BALCO


            Acquisition remains the quickest route companies have, to access new markets and 

  new capabilities. With globalization of markets and the pace at which technological  change accelerates,  companies are  finding merger  and acquisition  as compelling  strategy for growth.

                       According to a past survey made by Harvard Business Review the legendary

Merger main aim of the 1980s falls beside the merger and acquisition activity of the 90s. In 1998 alone, 12,356 deals involving U.S targets were announced for a total value of $1.63tn. The pace somehow slowed down in the decade 2000 however, surge in merger and acquisition acuity  and spending  made 2004  a year  to remember  for the  U.S and European  deal  makers  alike,  according  to  statistics  from  fact  set merger state,

            Provider of global M & A information, in the United States, the number of M & A

announcements jumped 14.8% to 9,964 in 2004  alone spending  for mergers and acquisitions since the record-breaking market of 2000.

Indian Companies and Global Acquisitions:

                      The number of Indian companies that are investing abroad has been steadily

growing.  According to KMPG, Indian companies shelled out $ 1.7bn in the first eight months of 2005 for acquiring 62 overseas companies.  While the IT sector, banking and financial services, and pharmaceutical companies have been the most active in M & A deals, increasingly other sectors too are getting in on the act. If  the small and  mid-sized Indian companies  too go in  for acquisition deals,  in the $ 1  million range  this could  give a  tremendous boost to India’s  manufacturing sector.

                          The Indian corporate sector is on the prowl. Buoyed by an upbeat economies,

corporate  around  are  planning  to  make  that  great  move  forward – acquiring companies  globally  to  enhance  their  international  competitiveness.  The table below provides some examples of the sectors in which Indian corporate have the most active.

Exhibit 3 Global Acquisitions

	           Indian Company


	         Acquired Company

	Auto component companies Bharat

Forge, UCAL Fuel, Sundaram, Fasteners

Amtek, Tata,

Pharma Companies Matrix, Jubilant, Malladi

Consumer Goods Companies Tata Tea

Apeejay

IT Companies Wipro Mastek


	 CDP, Federal, Imatra Amtee

 Cramlington GWK, Zeler, Anvil Incat

 Wundsch, Weidiner, Daewoo

 Docpharma, Mche, Explora Target

 Research Novus Fine Chemicals

 FMALI, Good Earth Premier

 Nerve Wire Entram


                  In the first eight months of 2005, Indian companies paid $1.8bn more than 4 

times that the amount for all of 2001- for 62 overseas companies.  Indian firms are truly becoming global and if the trend continues, we will have a host of home-grown multinational companies operating all around the world.

Reasons for the sudden surge in India Inc’s global acquisitions

1)       The easy  availability of  dollars in  India,  as a  result of  the government’s

policy  of  liberalization  which  began  in  1991,  has  made  it  easier  for    companies to  go global.  In 1991, India had less than $ 1bn in reserves and today, the country is flush with foreign reserves, totaling $ 140 billion.

2)       Manes of  the regulations  and controls  which made  it difficult  for Indian

                Companies to operate internationally beyond exports have been lifted.

3)     Also, the big change  in the mindset  that came about  as a result of greatest

               exposure and increased competitive. As corporate have successfully faced 

               the challenges of competing of foreign companies, they have  matured and 

               grown in self-confidence.

4)  Meanwhile, more and more  US and other  global private equity firms are 

               giving Indian companies funding for acquisitions.

  The Emerging Global Players

·     IT sector remains leading over other sectors in acquisition deals. It accounts

              for nearly 17% of all acquisitions in April-July 2005.

·   Banking and insurance companies too are front runners, accounting 13% o

       all M & A

·   Pharmaceutical industry - 13%

·   FMCG industry - 8%

·   Media and Telecom - 4% each

·   Engineering, metal automobile & textiles – 3% each

·   Paper – 2% 

·   Infrastructure, hotel, packaging & chemicals – 1% are the sectors  that are   

       active in acquisition deals abroad.

       Clearly, IT, banking & insurance are ahead of the other accounting for 50%

       Of the deals.

 IT companies – 7 of them acquiring foreign companies and most significant ones

 include 

· Acquisitions of I-Flex by castex software stay top inc by Goldstone

               Technology Ltd and 

· Moksha companies by Helios.  

Banking and Financial Services

        Too has been a prominent player in global acquisitions.

·     ICICI Bank’s acquisition of Russian Investitsionno Kreditny Bank

·      SBI takeover of Mauritius Bank and

·    The Merger of Bank of Punjab with Centurion Bank, are some of the

                Prominent examples.

 In insurance one of the biggest deals accrued when standard life of UK sold its 4.9%

 Stake in HDFC to CLSA Merchant Bankers for Rs.1018 crores.

Pharmaceutical sector’s biggest acquisition deal was

·     Matrix  Laboratory’s   acquisition of   22%  stake  in the  Belgium based 

Company Docpharma for US $ 263 mn. 

·      UCAL Fuel’s purchase of  the US – based  Amtec Precision products line

        Engaged in manufacturing of auto ancillary products for $ 28 mn.

· Aditya Vikram Birla Group’s buyout of a Canada – based pulp plant.

Successful Merger
·     ISPAT Steel a corporate acquirer that conducts its M & A activities after

 Elaborate due diligence.  ISPAT was a relatively less known Indian Steel Company with one steel mill in Indonesia. Today, thanks to the acquisition, it Is now one of the worlds leading steel company?

·     Citicorp and travelers created a mega bank with over $700 bn. In assets the Ability to effectively combine the resources that were owned by the formally Independent firms is though to be critical to city group ability to gain the Competition benefits.

·       Tyco International increased its market capitalization from $1.6bn to $ 49 bn at the end of 1998.

·    Reliance Industries Ltd.  And Reliance Petroleum Ltd. After merger became fully diversified single entity and also the first private sector fortune global 500 Indian company.

·       GE caps with 27 separate business, more than 50,000 employees world wide and business that range from private label credit card services to commercial real estate financing.

·        ICICI  Ltd  and ICICI  Bank a one – stop shop for financial services with total assets of  Rs.950 billion are  second only to  the state owned SBI,  of  Rs. 3.16 trillion.

Russia: Number 1 Merger & Acquisition

                    Assessed market value of M & A has risen from $ 7.5 billion to $23.7

Billion in one-year time. Russia made more than half of the deals with Eastern Europe.  At a time when M & A had decreased by 23% in 2003 i.e., global recession, a number of M & A in Eastern Europe has significantly grown in 2004.  A total amount of M & A activities in 9 countries of Eastern Europe has equaled to $ 38.6 bn in 2003.  Overall, a total of 1176 M & A deals of private and state companies have been signed in the region during 2004.

Recent trends in M & A 

                The number and size of cross border merger increased substantially in 1990 s.

 The number of hostile takeover and leveraged buyouts has declined. According to the report presented by Andrade, Mitchell and Stafford (2001) over 14% of the in the 1980 s were hostile and about 1/3 of these failed. Hostile takeover and LBO’s disappeared in 1990 s. This was due to a combination of an increase in import. Of institutional investors, a greater use of stock options and other forms of incentives pay.  Another reason is the prevalence of various anti – takeover defensive actions that managers implemented in the last 1980 s.

M & A: Common Pitfalls and Remedies

                      Mergers, acquisitions and takeovers have been a part of the business 

 World for centuries.  In today’s dynamic environment, companies often face decisions concerning these things. The job of management is to minimize shareholder value. In most cases, by using mergers and acquisitions, a company company can develop competitive advantage and ultimately increase shareholder value.

                     But most M & A add no value to the partners over time if done without 

 proper planning, analysis and study. Most top managers often use the term murders and acquisitions instead of mergers and acquisitions. In many cases, the usual dictum acquires in haste and repent at leisure would be applicable.

                M & A always look excellent on Excel spreadsheet. Synergies appear, costs

 Are minimized, growth zooms and sensitively analysis shows a glorious picture of the company in future. Most M & A s doesn’t work.  In a recent Harvard Business Review article plus the failure rate at 70-80%.  It does not matter whether the companies are large or small or in consumer goods or in technology– the results are the same.  This is because M & As is extremely difficult. Expected synergy values may not be realized and therefore, the merger is considered is failure.

                      According to Thomson Venture Economics and the National Venture Capital Association, 71 companies were acquired during the second quarter of 2003. 

In the mid – 1990 s, M & A s was leading growth strategy for brick – and - Mortar companies and technology sector. Unfortunately, most of these deals didn’t create value for shareholders, investors or customers.

             The key success in Merger and Acquisition integration is “Practice Makes

Perfect”.  General Electric  came to  be shown  as the  “ Best in class”  for the effectiveness  of  its  acquisition  integration  process  by  planning  for  the integration during transaction strategy sessions and learning from past mistakes.

                        Integrating two or more business entities with different processes, 

redundancies and disparate cultures is different and mistakes are going to happen. The stakes are very high.

            Most post merger companies are accurately valued at less than the two entities 

were before the deal. Many ex-CEO s are very familiar with this situation it’s not usual for a CEO to be dismissed after a failed acquisition or merger integration. However, most of these failures are not due to poor negotiations.  They  are  the  result  of  poor  integration  planning  and  execution,  and  unachievable assumptions of which deal price and terms are based.

Why M & A s Can Fail

Pitfalls of mergers the reasons for failures and the pitfalls of mergers are:

1.     Poor Strategic Fit.

2.     Cultural and Social Differences.

3.      Incomplete and Inadequate due diligence.

4.      Poorly Managed Integration.

5.      Paying too much.

6.      Limited focus.

7.       Failure to get the figures audited.

8.       Failure to make immediate control.

9.       Failure to set the place for integration.

10.       Incompatibility of partners.

11.       Failures to adopt the product to local taste.

12.       Irrelevant core competence.

13.       III-Advised and III-Planned diversification.

SECTION – A

MERGERS AND ACQUISITIONS IN THE BANKING INDUSTRY:

INTRODUCTION:

          Mergers and Acquisitions in the Indian Banking sector are going to be the order of 

 the day. India is slowly but surely moving from a regime of ‘large number of small banks’ to ‘small of large banks’.

                  Recent spate of bank mergers has led to the Mergers and Acquisitions scene in the 

Indian Banking Industry warming up.  Mergers and Acquisition  route is providing providing a quick step to acquire competitive size and offering banks on opportunity to  share markets and  reduce  cost  of  product development and delivery.

                Consideration in the banking sector is inevitable mergers of smaller, newer banks

Would be much easier than the PSU banks. Due to legal and social constraints. India is now moving in the direction of fever but larger mega banks.

REASONS FOR MERGERS AND ACQUISITIONS IN BANKING SECTOR:

              The banking industry is an important area in which mergers and acquisition do make

enormous financial gains. The traditional corporate customers of a banker turn away banker turn away increasingly from traditional loan. They are in favor of alternative sources of financial instruments like commercial papers etc.., As a result of changes in the expectation of the corporate customers, banks are now constrained to rethink their business and devise new strategies.

              On the other hand companies out from India are encroaching upon every area of 

business in the prevailing policy of LPG. Therefore, Indian bankers have to struggle to survive in a competitive environment. In the changed environment, bankers adopt different strategies. They have no other option except to reduce their costs (both operational costs and the cost of credit).

               The only way to manage competitiveness is cost through acquisition, which enables 

the bankers to spread its overhead cost over a large customer base. From the current trend, it can be predicted that consolidation will also be one of the effective strategies widely adopted by bankers.

STATEMENT OF THE PROBLEM: 

                This  study  attempts  to  assess  the  successfulness  of  Mergers  and  Acquisitions 

Strategy in banking industry.  It analyses the implications of takeovers from the financial point of view.

ANALYSIS OF THE STUDY:

              The performance of merged banks is compared taking four years of pre-merger and 

merger and four years of post merger as the time frame.

              A random sample of seven banking units (The list is given in Table – 1) was drawn

from the list  of 20 banking units,  which have undergone  mergers and acquisitions ( The list of merged banks in India is given in  Table – II ).

                A sample of 35% of the merged banks (7) from total merged banks (20) was drawn.

The study has analyzed the growth of total assets, profits, revenue, investment and deposit of merged banks before and after the merger.

                     Statistical tools like mean, standard deviation and t-test have been used.  The 

Statement of the problem, methodology of the study, data collection of the study and tools used for the analysis are presented in chapter I (Introduction) of this project report.

For the purpose of this study analysis was made in terms of the following variables:

(Basic motives for understanding merger & acquisition)

Changes in Growth of Total Assets of Merged Banks.

Changes in Growth of Profits of Merged Banks.

Changes in Growth of Revenue of Merged Banks.

Changes in Growth of Investments of Merged Banks.

Changes in Growth of Deposits of Merged Banks.

A. CHANGES IN GROWTH OF TOTAL ASSETS OF MERGED BANKS:

               Assets represent economic resources that are the valuable possessions owned by a 

 firm. Assets are mainly used to generate earnings. The total assets refer to net fixed assets and current assets. The growth of total assets indicates firm’s ability to produce larger revenue. One aim of business strategy namely. Merger and acquisition is the maximization of total assets of merged banks i.e., firm’s ability to produce large volume of sales. It is expected that the bank units after merger would function efficiently.

              Table – 3 shows changes in average total assets and its variability of sample merged 

banks. It is clear that all sample – merged banks (State Bank of India, Oriental Bank of Baroda, HDFC bank, ICICI Bank) have shown a tremendous upward growth in total assets after merger. The result of standard deviation clearly shows that merger was high than of pre-

merger period.

            As stated earlier, the t-test was used to test the significance of average change in total

assets of merged bank after merger. The application of t-test revealed that all merged banks (State Bank of India, Oriental Bank of Commerce, Centurion Bank, Bank of Baroda, Union Bank of India, HDFC Bank and ICICI Bank) got significant‘t’ values in their assets growth.

              The analysis of growth rate (mean value) of sample banks clearly should that ICICI 

Bank achieved high rate of growth (1387.03), followed by Centurion Bank (761.24), HDFC Bank (717.49), Oriental Bank of Commerce (136.16), Union Bank of India  (74.50), Bank of Baroda (64.70) and State Bank of India (57.62).

B. CHANGES IN GROWTH OF PROFITS OF MERGED BANKS:

                 The profit is an indication of the efficiency with which the business operations 

are carried out by corporate sector. The poor operational performance may result in poor sales leading to poor profits. The merger intends to boost profits through elimination of overlapping activities and to ensure savings through economies of scale. The amount of profits may be increased  through reduction  in overheads,  optimum  utilization  of  facilities,  raising  funds  at  lower  cost  and  expansion of business.  The merged banks are expected to grow fast in all aspects and the exceptions stakeholders of both acquiring and merged banks could be fulfilled. Here the profit refers to profit before tax.

              Table – 4 Illustrates changes in average profit and its variability in select merged 

banks. According to the table, the average profit earned by merged banks taken for the study during the post-merger period was higher than the profit earned during the pre-merger period.

                The standard deviation has shown that the variation in the growth of profits during

the post merged period was higher than that of pre-merged period in the case of State Bank of India, Centurion Bank, Union Bank of India, HDFC Bank and ICICI Bank. In the case of the other two banks (Oriental Bank of Commerce and Bank of Baroda) the variation during pre merged period was higher than the post merged period.

               The‘t’ test clearly showed that the Centurion Bank, Bank of Baroda, HDFC Bank,  

ICICI Bank, State Bank of India and Oriental Bank of Commerce have significant profits earned by them. This shows that growth of profits of Union Bank of India is statistically significant while the growth of profits of Union Bank of India is insignificant.

It is understood from the growth rate (mean value) that ICICI Bank achieved highest  

growth rate in respect of profits among sample banks. The low growth rate was seen 

in Union Bank of India.

C. CHANGES IN GROWTH OF REVENUE OF MERGED BANKS:

              The revenue is earned from the main line of business. Generally, it excludes income 

Like non-recurring income and extraordinary income. The economic activity of a company is considered to classify the income.  In case of financial institutions including banking units, Interest as main income. For the purpose of this study, revenue income refers to interest received, dividend earned, security transactions, leasing and hire services, bill discounting, exchange transactions, commission and others.

          Table – 5 presents changes in average growth of revenue income and its variability of

sample merged banks.  It is clear that  the merged banks  like State Bank  of India, Oriental Bank of Commerce, Centurion Bank, Bank of Baroda and Union Bank of India, HDFC Bank and ICICI Bank have shown a tremendous growth in revenue.

                  The mean growth rate regarding revenue income clearly indicates the fact that the      

ICICI Bank achieved high growth rate followed by Centurion Bank (1029.38), HDFC Bank (533.27), Oriental Bank of Commerce (140.32), Union Bank of India (67.52), State Bank of India (56.46) and Bank of Baroda (50.51).

D.   CHANGES IN GROWTH OF INVESTMENT OF MERGED BANKS:
                Investment refers to the investment of funds in securities of another company bank.

They are long – term assets invested outside the business of firm. The main purpose of such investment is either to earn a return or/ and to control another company. It is usual that investments are shown in the assets side of   balance sheet of banks. 

          Further they are shown at market value. The investments are made in government 

Securities, approved securities, assisted companies, subsidiaries/associates, mutual funds and others.

                Table – 6 portrays changes in average growth of investments and its variability of

Sample merged banks.  It is significant to note that all merged banks taken for this study have shown tremendous growth in investment made during pre-merged period. The standard deviation brings out the fact that there is higher variation in the growth of investment of all merged banks except State Bank of India during post merged than the pre-merged period. In the case of State Bank of India, the variation in the growth of investment is higher during pre-merged period. The analysis of t-test showed that out of seven merged banks taken for this study, all Banks have significant‘t’ values.

             It is clearly understood from the mean growth rate of investment that ICICI Bank got

 high rate (1299.66)  among sample books. The flow rate was achieved by State Bank of India (75.33).

E. CHANGES IN GROWTH OF DEPOSITS OF MERGED BANKS:

                 The important element of conventional banking business is to accept deposits from 

 the customers. Now -a-days manufacturing companies also started accepting deposit for a short period from their members, directors and the general public. This mode of raising funds is popular account of the fact that the bank credit becomes quite    costlier. Deposits, saving bank deposits, demand deposit and miscellaneous deposits and deposits outside India.

              Table – 7 exhibits changes in average growth of deposits and its variability of sample merged banks. It is clear that all merged banks have shown a significant growth of deposits during post – merged period than the average deposits received during post-merger period. It is true that the merger has led to the growth of deposits.

               The application of standard deviation proves that the variations in the growth of 

deposits of all banks during post merged period is higher than that of pre merged period.

              The application of E – test showed that all merged banks have shown significant 

Changes in the average deposits after merger. The mean growth rate of deposits clearly shows the fact that HDFC Bank achieved (750.10) followed by ICICI Bank (727.20), Centurion Bank (550.60), Oriental Bank of Commerce (149.04), Union Bank of India (75.39), State Bank of India (68.45) and Bank of Baroda (68.14).

IMPROVEMENT OF PERFORMANCE:
               The‘t’ value of different variable is given in Table – 8. It is clearly understood that 

the average profit of Union Bank of India alone is significant. All other t – values for testing the quality of mean values with respect to total assets, revenue, investment and deposits are significant at 5% level.  That is, the average of cash variable has increased after the merger. This indicates that the goal of M & A activities is being achieved. 

CONCLUSION:
                  The present study analyzed the growth of sample bank like State Bank of India.

Oriental Bank of Commerce, Centurion Bank, Bank of Baroda and Union Bank of India, HDFC Bank and ICICI  Bank during  pre merger and  post merger period. The above analysis clearly showed that the performance of merged banks is respect of growth of total assets. Revenue, profits investments and deposits was not different from the expectations. However, ICICI Bank has achieved higher growth rate in all respects (except deposit) among sample banks taken for the study. It is hoped by the corporate sectors that improved performance would follow M and A activities, they have to proceed more carefully so that they can avoid common mistakes associated measures to gauge the success of the acquisition activities and adopt suitable measure to improve their post merger performance in future also.

                                          TABLE-1

                               List of Sample Banks

	      S.NO.
	 Name of the Bank


	        Year

	1. 
	 State Bank of India


	        1995

	2. 
	Oriental Bank of Commerce


	        1997

	3. 
	 Centurion Bank


	        1998

	4. 
	Bank of Baroda


	        1999

	5. 
	Union Bank of India


	        1999

	6. 
	HDFC Bank


	        2000

	7. 
	 ICICI Bank


	        2001


TABLE – 2

List of Merged Banks in India

	 S.NO.
	Merging Banks


	 Merged Bank
	  Year

	1. 
	Lakshmi Commercial Bank Ltd


	Canara Bank
	  1984

	2. 
	Bank  of  Cochin Ltd


	State Bank of India
	  1984

	3. 
	The Miraj State Bank Ltd.


	Union Bank of  India
	  1984

	4. 
	The Hindustan Commercial

Bank Ltd.
	Punjab National Bank
	  1985

	5. 
	Trader’s Bank Ltd


	 Bank of Baroda
	  1987

	6. 
	United Industrial Bank Ltd


	Allahabad Bank
	  1988-89

	7. 
	Bank of  Tamilnadu


	Indian Overseas Bank
	  1988-89

	8. 
	The Bank of  Thanjavur


	Indian Bank
	  1988-89

	9. 
	Parur Central Bank Ltd


	Bank of India
	  1988-89

	10. 
	Purbanchal


	Central Bank of India
	  1990

	11. 
	New Bank of India
	Punjab National Bank


	  1993

	12. 
	Bank of Karad Ltd
	Bank of India


	  1994

	13. 
	Kashinath Seth Bank
	State Bank of India


	  1995

	14. 
	Barl Doab Bank


	Oriental Bank of Commerce
	   1997

	15. 
	Punjab Co-operative Bank


	Oriental Bank of Commerce
	  1997

	16. 
	 20’th Century Finance


	Centurion Bank
	1998

	17. 
	Bareilly Corporation Bank


	Bank of Baroda
	1999

	18. 
	Sikkim Bank


	Union Bank of India
	1999

	19. 
	Times Bank


	HDFC Bank
	2000

	20. 
	Bank of Madura


	ICICI Bank
	2001


TABLE - 3

        Changes in average growth of total assets and its variability in 

                        Select Merger Bank Unit (Rs. In Crores) 

	S.NO.
	Name of the

  Banks
	 Mean

 Before
	Mean

 After
	  t - value
	 Growth Rate

 **

	1. 
	State Bank of

India
	 95580.458

(15075.4644)


	150652.93

(24051.7932)
	  3.880*
	    57.62

	2. 
	Oriental Bank

Of Commerce
	 7374.6950

(2549.0112)


	 17416.475

(5594.2041)
	  3.267*
	   136.16

	3. 
	Centurion

Bank
	458.8950

(576.1355)


	3952.1650

(1978.9991)
	 3.390*
	  761.24

	4. 
	Bank of 

Baroda


	37257.253

(6311.1471)
	61361.600

(7934.2772)
	 4.755*
	  64.70

	5. 
	Union Bank Of

India


	21430.078

(3632.3430)
	37396.403

(5616.7544)
	 4.774*
	  74.50

	6. 
	HDFC Bank


	2496.9550

(1446.0069)


	20412.480

(8393.8561)
	 4.207*
	 717.49

	7. 
	ICICI Bank
	6028.8950

(4583.7123)
	89651.475

(45748.0962)


	 3.501*
	1387.03


            *         - Significant level at 5%      **-Mean growth rate.

TABLE-4

                 Changes in average growth of profit and its variability in 

                             Select Merger Bank Units (Rs. In Crores)

	S.NO.
	Name of the

 Banks
	 Mean

 Before
	 Mean

 After
	 t - value
	 Growth

  Rate**

	1. 
	State Bank

Of India 


	192.2875

(70.2595)
	1189.3850

(525.7540)
	 3.759*
	 518.54

	2. 
	Oriental Bank of

Commerce
	82.2425

(70.8241)


	224.7450

(41.3502)
	 3.475*
	 173.27

	3. 
	Centurion Bank
	6.7750

(7.6344)


	21.9750

(11.5502)
	 2.196*
	 224.35

	4. 
	Bank of Baroda
	269.1325

(130.1746)


	416.3900

(128.8793)
	 1.608*
	 54.71

	5. 
	Union Bank of 

India


	163.1825

(82.3834)
	181.1175

(92.1703)
	  .290*
	 10.90

	6. 
	HDFC Bank
	51.5825

(26.9950)


	253.7000

(114.8503)
	 3.426*
	 391.83

	7. 
	ICICI Bank
	64.7500

(28.6562)
	815.6725

(722.5845)


	 2.077*
	1159.72


           *       -Significant level at 0.05%              **         -Mean growth rate

            Note:  The figure given in the Parenthesis Indicates SD.

                                                TABLE-5 

        Changes in average growth of revenue income and its variability in

                       Select Merger Bank Units (Rs. In Crore)

	S.NO.


	Name of the

Bank
	Mean

Before
	Mean

After
	 t - value
	Growth

 Rate**

	1. 
	State Bank of 

India


	10306.640

(1508.3129)
	16125.597

(2625.0234)
	 3.844*
	 56.46

	2. 
	Oriental Bank of

Commerce
	793.1150

(51.5081)


	1906.0100

(579.2326)
	 3.507*
	 140.38



	3. 
	Centurion Bank
	39.2375

(51.5081)


	443.1425

(185.4030)
	 4.198*
	 1029.38

	4. 
	Bank of Baroda
	3996.5875

(532.6565)
	6015.4725

(674.4929)


	 4.698*
	 50.51

	5. 
	Union Bank of

India 
	2245.7450

(428.3040)


	6015.4725

(674.4929)
	 4.698*
	 533.27

	6. 
	 HDFC Bank
	267.0025
	1690.8525

(726.3749)


	 3.851*
	 533.27

	7. 
	ICICI Bank
	564.5000

(365.9549)


	6612.0750

(5263.7802)
	 2.292*
	 1071.31


             *      -Significant level at 0.05%                      **       - Mean growth rate

             Note: The figure given in the Parenthesis Indicates SD.

TABLE – 6
Changes in average growth of deposits and its variability in

Select Merger Bank Units (Rs. In Crore)
	 S.No.
	Name of the

Banks
	Mean

Before
	Mean

After
	 t - value
	Growth Rate**

	1. 
	State Bank of

India 


	62822.413

(11724.5627)
	105827.46

(19830.1043)
	 3.734*
	  68.45

	2. 
	Oriental Bank of

Commerce
	6225.0325

(1927.7481)
	15503.043

(5190.4078)
	 3.351*
	  149.04

	3. 
	Centurion Bank
	442.3733

(514.6854)
	2878.0950

(1424.1396)
	 2.773*
	  550.60

	4. 
	Bank of Baroda
	31485.978

(5641.9816)
	52941.170

(7116.8374)
	 4.725*
	  75.39

	5. 
	Union Bank of

India
	19088.718

(3245.3444)
	15028.928

(6213.1273)
	 4.805*
	 750.10

	6. 
	HDFC Bank
	1767.9050

(984.1820)
	15028.928

(6213.1273)
	 4.126*
	 750.10

	7. 
	ICICI Bank
	4978.8925

(3820.5167)
	41185.305

(22149.82825)
	 3.222*
	 727.20


            *       -Significant level at 0.05%                 **    - Mean growth rate

             Note: The figure given in the Parenthesis indicates SD.

TABLE – 7
“T” Value of Different Variables

	S.No.
	Name of the

   Bank
	  Total

  Assets
	 Profit
	  Revenue
	Investments
	Deposits

	1. 
	 State Bank of

    India


	     S
	    S
	      S
	       S
	     S

	2. 
	Oriental Bank 

Of Commerce


	     S
	    S
	      S
	       S
	     S

	3. 
	Centurion

 Bank


	     S
	    S
	      S
	       S
	     S

	4. 
	Bank of

Baroda


	    S
	    S
	     S
	       S
	     S

	5. 
	Union Bank

Of India 


	     S
	  N.S
	     S
	       S
	     S

	6. 
	HDFC Bank


	     S
	    S
	     S
	       S
	     S

	7. 
	ICICI Bank


	     S
	    S
	     S
	       S
	      S


Source: Computed from Table 3-7

S:       Significant

N.S:   Not Significant

A. FOCUS ON MERGER OF GTB WITH OBC

                      The announcement by RBI on 27th July, 2005 of the merger of Oriental Bank of 

Commerce and the Global Trust Bank came as a surprise to all those tracking the fortunes of the beleaguered new generation private sector bank mainly for two reasons. Firstly, which GRB had been accounting around for a private investor to bait it out of its financial mess, a public sector bank family coming to its rescue was quite unforeseen. Secondly, a Rs. 1500 crore non – performing assets (NPA) Portfolio constituting19% of its assets base was hardly an attractive proposition for any potential acquirer.

RESULTS OF THE MERGER:

             From the point of view of OBC, the merger will push the bank of few notches higher

in the league of public sector banks. In terms of deposits, the merger will more the bank from its current 11th position to 10th slot in terms of assets and advances from11th and 8th slot.  

Exhibit 4

Pre and Post Merger Highlights
	  (Rs. Crs)


	  2005-06

   GTB
	 2005-06

  OBC
	   Rank
	   Post

  Merger

    OBC
	  Rank

	Deposits


	   5600
	  35674
	      -
	  41274
	    10

	Advances


	   3000
	  19681
	      -
	  22681
	      8

	Assets


	   6800
	 41007
	     -
	  47807
	     8

	Net Profit


	-272.70
	  686
	
	
	

	Employees


	  1200
	 13602
	
	
	

	Branches


	  104
	 1013
	
	
	

	 ATMs


	  275
	  72
	
	
	

	NPA(%)


	  19.77
	  Nil
	
	
	


The Synergies:  A part from catapulting OBC three notches higher in the PSB ladder

It was expected that the bank would benefit from synergies in terms of geographical network, technological infrastructure, fours areas and tax benefits.

a.         Geographical synergies: The North based OBC would get an easy foothold 
into the already established  banking network  of GTB  in the  south and west.  This would benefit in terms of market penetration and widening of customer base.

b.     Technological synergies:  Both banks use the same banking software.

Financial of Infosys which makes technological integration much easies.

c.            Focus areas: GTN likes OBC has a strong retail base portfolio and in terms 
Of product extension provides a good sit. It will also add more than 200 ATMs to its existing 72 by virtue of merger. Apart from adding to its deposits and advances base, the bank which is strong on the recovers front is confident of recovering at least 40% of the NPA’s of GTB with in the first year itself.

d.     Tax Benefits:  carry forward losses to the tune of almost Rs. 300 Crores and 
depreciation from GTB will be allowed to be set off against OBS’s profits giving the much needed tax break for the later which is one of the highest paying banks in India. It will also get 40% tax rebate on the bad assets of GTB.

           Thus, fitting these synergies into the value chain matrix, it was hoped that OBC would

on the whole gain from the merger in terms of increased sales revenue, saving in operating costs, on technological up gradation and integration and in terms of financial synergies through tax breaks. On expectation of these synergies, the merger between GTB and OBC took place.

SECTION – B 

MERGERS AND ACQUISITIONS IN THE PHARMACEUTICAL INDUSTRY:

International and national level merger, acquisitions and takeovers have now become

a common phenomenon in the pharmaceutical industry, Internationally.

American Home Product merged with Cyanamid.

SKB with sterling

Rhone Poulenc took over fashions

BSF with boots

Galax with Burroughs welcome

Ciba Geigy with Sandoz,

Warner Hindustan with Parke Davis,

Hoechst with Rhone Pollenc ect.

             Are some of the examples of big takeovers. By M & A these companies became even

larger with more financial power at their disposal over their competitors. In coming days, with the help of international companies the MNCs will capture andtake control of Indian Companies to control the Indian Market. To match the situation created by international mergers and takeovers, Indian companies are adopting the same path for example. Work hard to took over Merind and Tata Pharma, Ranbaxy took over Corslands, Nicholas piramal took over Roche, Boehringer and Sumitra Pharma.

EFFECTS OF M & A:
                 The inevitable results are job loss of workers. Because of overlapping of lobs large 

number of workers are declared surplus. After merger Glaxo – Welcome and Ciba –Sandoz announced a reduction of 15 thousand and 10 thousand of this workforce respectively world – wide. Upjohn and pharmacia decided to close 24 of their 57 plants in different countries after this merger. Some countries are adopting the buy and grow method. They are taking over some popular brands and increasing their business.

               SKB takeover crocin from Duphar, Ranbaxy took over 7 leading brands from Gufic,

Dr. Reddy’s Lab purchased 6 products of Dolphin and two each from pfimex and solPharma sun pharma purchased all leading brands of NATCO.

                 After selling the popular brands the companies are becoming sick and closing their 

shutters throwing the workers on the street. The government permission to the MNCs to come to India with 100% equity have threatened the existing companies with the same origin and their workers. Through the process of mergers, acquisitions and takeovers MNCs will gradually perpetuate their grip on Indian Industry by the creation of a limited number of mega companies having monopoly competition people will have to pay an price as it happens in the sellers market.

Exhibit-5

               Some top Pharma company mergers in the world

	     Company


	      Merger
	 Year of Merger
	 Value of Merged

    Companies



	DOW  Chemicals
	   Marion Labs
	       1986
	    $ 6.21 bn



	  Bristolmyers


	   Squibb Corp.
	       1989
	    $ 12.09 bn

	American Home

    Products


	    American 

   Cynamide
	       1994
	    $ 9.7 bn

	Beecham Group
	Smith,kline&French
	       1989


	    $ 7.9 bn

	   Hoffnan La

      Roche


	   Syntax Lab
	       1994
	    $ 5.3 bn

	   Elilyly
	PCS Health System


	       1994
	    $ 4 bn

	  Sandoz


	    Gerber
	      1984
	   $ 3.7 bn

	  Smithkline

    Beecham
	    Sterling
	      1994
	   $ 2.9 bn

	   Glaxo


	Burroughs Welcome
	      1995
	   $ 14.2 bn

	 Hoechst


	  MMD, Roussel
	      1995
	   $ 7.2 bn

	 Pharmica


	    Upjohn
	      1995
	   $ 14.2 bn

	Rhone-Poulenc

    Rores


	    Fison
	      1995
	    $ 2.7 bn

	   BASF


	    Boots
	     1995
	    $ 1.3 bn

	  Ciba Geigy


	   Sandoz
	     1996
	   $ 30.1 bn

	Hoffm

nla Roche

   
	  Comage Ltd.,
	    1997
	   $ 11 bn

	 Hoechst A.G
	 Rhone Poulenc


	    1998
	

	   Astra
	    Zeneca
	    1998


	   $ 67 bn


GLOBAL PHARMACEUTICAL INDUSTRY:
             Nicholas Piramal has merged Rhone Poulenc with itself. Earlier it had acquired 40%

Stake from Franco – German life major Aventis Pharma for 157.50 Crore & 20% from an open offer to the public.

              Likewise, Cadila Health Care through its subsidiary Recon Health Care has acquired 

27.72% stake in German Remedies. Subsequently the group made 2 open offers, resulting its stake increasing to 77.37% in German Remedies.

CONCLUSION:

               Global Pharmaceutical industry is going through a difficult phase due to three major 

issues drug safety, fewer new drug launches and increasing penetration of generics in developed markets. However this alone may not be sufficient to drive growth on sustainable basis and companies would have to increasingly analysis in – house R & D productivity and innovation process.                    

    SECTION – C

   MERGERS AND ACQUISITIONS IN STEEL INDUSTRY

  A Review on Mittal – Arcelor combine

                            On January 27, 2006 the hostile bid for acquiring Arcelor was publicly 

announced by Mittal Steel. Arcelor is the world’s second largest steel producer after Mittal Steel. Lakshmi Nivas Mittal, chief executive and chairman, Mittal steel is set for acquiring Arcelor as part of his grand vision of creating a gain steel corporation with a capacity of over 100 million metric tones which was three time bigger than Japan’s Nippan Steel, closest rival of Mittal steel.

Introduction about Mittal Steel:

                   Lakshmi Nivas Mittal is known for acquiring sick steel plants wherever he could 

find one to his liking. The worth of acquisitions made in one decade is $ 8 bn. In 2004, he acquired the US-based International steel group for $ 4bn. This catapulted mittal steel to the no.1 position in the global steel industry, overtaking Arcelor. The vary next year, in 2005, Mittal became the first person to own a stake of  29.5% in a Chinese company Human valin steel by investing $ 31.4 bn. Thanks to string of mergers and acquisitions, today, Mittal’s steel empire spans across 14 nations in four continents.

Arcelor:

            Arcelor is one of the most profitable steel companies in the world and a symbol of

European success.  Arcelor is almost the entire steel industry of Spain, France, Belgium and Luxembourg.

               Mittal – Arcelor:           The deal details offer price - $ 23 bn The Breakup 

· 4 Mittal steel shares plus 35.25 each for 5 Arcelor shares

· Ability to elect to receive more cash or shares, subject to 25%

Cash and 75% stock paid in aggregate.

· 31% premium on 1 – month weighted average price.

Conditions

1. Minimum acceptance > 50.0%

2. Mittal steel shareholder approval

3. Mittal family undertakes to vote favor of transaction

4. No change in Arcelor substance during offset

Others 

1.   Agreement to sell Dofasco to Thyssenkrupp for 3.8 ( C $ 68/share )

2.   Modification of super voting rights upon completion

3.   Compare with Braziling law with respect to Brazilian subsidies Expected closing

· Q2 2006

  Impact of the acquisition/bid announcement:

              While Arcelors stock prices shot up by 28% after the announcement, Mittal steel’s 

   share prices gained 6% since the bid was made public, shares prices of both the Arcelor  and Mittal steel are on the rise; in February Arcelor’s stock prices reached an all-time high 31.132 , favoring Mittal. Besides, many analysts and industry observers opine (that it gives the combined firm better geographical coverage and increased access to cheap raw materials a key factor for higher profits.

 Strategic synergies:
                  The merger would create a very large competitor with activities in many products 

 and markets. The impact could take several forms.

1. The size of the merged entity might also atimulate other mergers among large steel companies such as Japanese producers, previously considered un thinkable.

2. The size of the merged entity could give it sufficient scale and momentum to permit a major entry into china where foreign companies have been insignificant in the steel industry.

3.  The merger could also create opportunities for other suppliers, as buyers of steel products will not wish to be wholly dependant on a single huge supplier and may move to more multiple sourcing.

 Post-Merger situation:
1. Arcelor Mittal combine, if materialized would create a new behemoth with more than 10% share of the global steel production and a market capitalization close to $ 40 bn.The new company would have almost 350000 employees in 61 plants spread across 27 countries. A company of this size is bound to have a significant impact on the global steel industry it will also have a stabilizing effect on the steel and raw material prices. Further, Mittal and Arcelor are not competitors in many of their product  segments-Mittal rules the market for low-grade steel with litting presence in the high-end steel market which is Arcelors domain. And while Mittal has a strong presence in North America. Arcelors strong holds are Europe and Latin America.

2. The merger would create a company with crude steel capacity of 154 million tones per year, equivalent to 11.4% of the world total.

3. The combined entity through large, will not be big enough to dominate the world market except perhaps in some regional or national markets.

4. The US market is one place which the combined entity can look at. Mittal steel through its acquisition of the ailing International Steel Group (ISG), has already created a presence for itself in the high grade steel segment. With Arcelor being a market leader in Europe in the same product category this helps the company to expand its presence with little market overlap.

             The deal is successful, will create the largest steel enterprise in the world without any

significant overlap in the market as both the firms operate in different segments. While Arcelor is the leader in high quality products, Mittal operates in low grade steel products.

Conclusion:

                       Finally, the bid is an indication that good times may be finally coming for the 

notoriously fragmented global steel industry. As of now, the top five producers combined a merger 20% of the global steel production the realization is slowly but surely drawing on the global steel players and it would be no surprise if merger mania hits others too.

SECTION – D

MERGERS AND ACQUISITIONS IN CEMENT INDUSTRY

                  One of the oldest of brick and mortar industries, the Indian cement sector is now 

hogging the limelight as leading players are gearing to face the new economy. The cement sector has undergone a veritable metamorphosis years and now the industry is estimated to have a turnover of 25,000 crore.

                  Virtually thrown open to market forces, the sector stands witnesses to large – scale 

consolidation moves via acquisition, mergers and hostile takeovers.

                          Merger fever will hop up this year as banks jostle to expand their retail reach, 

knowledge based industries hunt for strategic fits and commodity companies seek

economies of scale.

               M & A activity began in 1999, as private firms launched restructuring programs in 

struggle to survive a slowdown in Indian industrial growth in the late 1990s. Merger activity has higher by 25% in calendar year 1999 compared to year ago. Analysts expect the price to pick up this year. Experts said buyers looking for economics of scale can readily find sellers saddled surplus capacities.

              Also, money to fund M & A s will come from a booming stock market. The cement 

industry saw several mergers and strategic buyouts in 1999, with India cements consolidating its position in south India and Gujarat Ambuja Boosting Capacities in the northern & western regions. In segmented industries like cement, consolidation makes sense as smaller capacities

are not feasible.

HOLCIM’S ACQUISITIONS OF GUJARAT AMBUJA CEMENT LTD:

                       Swiss – Major Holcim has struck a deal with Gujarat Ambuja Cement Limited 

(GACL) the country’s fourth largest cement company. Through the deal, this is considered as the biggest in the Indian cement industry and the most expensive in the global industry. Holcim has established a strong position in Indian that will help it to tower over its global competitors, Lafarge of France, Cemex of Mexico, and Italy cements of Italy. It has even surpassed its domestic rival Grasim, which was till recently the largest player with Ultratech Cement.

                   Competitors, both national and international, will now be all the harder – pressed

To match with Holcim as it acquired a dominant position in a market of the higher growth potential.

THE DEAL:

               On January 30th, 2006, Holcim picked up a 14.8% in GACL through the deal, which 

is estimated to be about Rs. 2100 crores. It has paid Rs. 105 per share of GACL, which includes a non – compete premium of Rs. 15 per share. This is the highest ever price in the cement industry, as Holcim has shelled out a huge $ 212 per ton of manufacturing capacity to GACL.

INTRODUCTION ABOUT HOLCIM:

               Holcim first entered the Indian market through ACC. In January, 2005 it bought the 

Gujarat Ambuja stake in ACC, which was around 14.4% through an investment arm called Ambuja Cement India Ltd., (ACIL). Later it went to acquire Ambuja Cements Eastern Ltd., (ACEL) despite paying a high price for GACL, Holcim now controls 33 millions tons per annum turnover in the country. Through GACL, Holcim will be having a leading position in the northern and western regions of India. By having a fast – tracked entry into the country. Holcim is well placed to increase the existing capacity either by modernization / expansion plans or add new capacities by acquisitions over the next two to three years.

POST – ACQUISITION EFFECT:

             Post – Acquisition, Holcim has achieved a market share of 25% while Grasim along

with sister concern Ultratech Cement controls, another 25% with the deal resulting in two clear major players, who together control 50% of the market and several small shares, experts feel that the industry is currently standing on the shoulders of giants who will supports the industry’s future growth and drive further consolidation.

IMPLICATION FOR THE INDUSTRY:
              Industry experts believe that the deal is a positive step for the industry. With the two

largest players. Holcim (along with ACC and GACL) an Aditya Birla (with Grasim and Ultra Tech Cement) now controlling almost 50% of the market, the deal with result in price stability for the industry as there will be little cutting. Further, these two behemoths will dictate the market dynamics for the industry through their strategies.

              After the Holcim – GACL deal, there may be some intra – group consolidation. One 

Interesting strategy for Holcim would be to merge all the three companies ACC, GACL and ACEL to exploit operational synergies. On the other, the Aditya Birla Group may plan to consolidate its cement operations by merging Grasim and Ultra Tech Cements. Further, there are also good chances that the group may acquire a substantial stake in BK Birla (Kesoram and Mangalam) cements to become the largest producer of cement.

CONCLUSION:

                 With the deal, with two major players Holcim and Grasim, controlling 50% of the

market together, along with their associates, with their associates, with carry Indian Cement Industry in future.

                            CONCLUSIONS & SUGGESTIONS
                 “They lived happily ever after” may not be true in many marriages and it is mere

so in the case of corporate marriages. It is said that marriages are made in heaven, but merges and acquisition are made on earth. Like marriage, there are estrangements, misunderstandings and failures if not divorce in mergers and acquisitions.

                    In many cases, the usual dictum ‘acquire in haste and repent at leisure’ would be

applicable. Failure rates are about 70 to 80%. The main reason is due to not having a framework for acquisition polices. Poor strategic fit, cultural and social differences, in efficient due diligence, ego clash, failure to follow up and rank misplaced optimism are some of the major causes of merger failures.

CONCLUSIONS:
This study highlights the following conclusions:

1)       A merger can happen when two companies decide to combine into one 

             entity or when one company buys another. An acquisition always involves

             the purchase of one company by another.

2)  Mergers are found in  many varieties such as horizontal merger, vertical 

                merger, market – extension merger, product extension merger and 

               conglomeration.

3)    From the perspective of how the merger is finance, there are two types of 

             merger viz., purchase merger and consolidation merger.

4)     An acquisition or a take over can be done through open market purchase,

              friendly acquisition, preferential allotment of bail-out takeover.

5)     The functions of synergy allow for the enhanced cost efficiency of a new 

               entity made from two smaller once – synergy is the logic behind mergers

               and acquisitions.

6)      The other reasons for mergers include economies of scale and scope, fast 

     growth, tax benefits, staff reductions, acquiring new technology, improve 

     market reach and industry visibility, utilization of surplus funds etc.

7)     The accounting treatment of an amalgamation in the books of the transferee

               company is dependent on the nature of amalgamation. For a merger, the 

               ‘Pooling of Interest’ method is used and for an acquisition the ‘Purchase 

                Method’ is used.

8)      Acquiring companies use various methods to value their target. Some of 

               these are based on comparative ratios – such as the P/E and P/S ratios 

               replacements costs, or discounted cash flow analysis.

9)      An M & A deal can be executed by means of a cash transaction. Stock – 

               for – stock transaction, or a combination of both. A transaction struck with

               stock is not taxable.

10)    Break – up de-merger strategies can provide companies with opportunities

               to raise additional equity funds,  unlock hidden shareholder value, and 

                sharpen management focus. De-mergers can occur means of divestitures,

                cave – outs, spin – offs or split – up.

11)    The various issues that are involved in M & A s of Indian companies are 

                related to  personnel, material,  management and  other issues  such as 

                fluctuation of  share price,  customer service, confusion to  customer poor

                credit management  etc.  The planners and supervisors the merger process

               should consider these issues / customers to plan a smooth transition process.

12)    From the  review of literature,  the reasons for  carrying out  M & A s are

               categorized as synergistic, non-synergistic and / or strategic. The literature 

               clearly shows that the payment of a high acquisition premium and the lack 

               of planning to integrate the organizations are the leading causes of failure.

13)    Mergers  can  fail  for  many  reasons  including  a  lack  of  management        

         foresight, the inability to overcome practical challenges, and loss of revenue

          momentum from a neglect of day-to-day operations.

CONCLUSION:
                     One size doesn’t fit all. Many companies find that the best route forward is 

expanding ownership boundaries through mergers and acquisitions. For others, separating the public ownership of a subsidiary or business segment offers more advantages. At least in theory, mergers create synergies and economies of scale, expanding operations and cutting costs. Investors can take comfort in the idea that a merger will delver enhanced market power.

                   By contrast, de-merged companies often enjoy improve operating performance 

thanks to redesigned management incentives.  Additional capital can fund growth organically or through acquisition. Mean while, investors benefit from the improved information flow from the de-merged companies.

                       M & A comes in all shapes and investors need to consider the complex issues

involved in M & A. The most beneficial form of equity structure involves a complete analysis of the costs and benefits associated with the deals.

                       Still efforts for M & A will continue as a strategy for growth, for synergy, for 

widening capabilities and expertise for accessing wider market etc. It is important to assess the cost benefits involved and the optimum strategy required whether or not  M & A is the nectar of corporate life or poison pill for destruction.

SUGGESTIONS:

      This study brings out the following suggestions:

1)  Investors in a company that is aiming to take over another company must 

              determine whether the purchase will beneficial to them. In order to do so,

              they must ask themselves how much the company being acquired is worth.

              In this context, the dealmakers have to employees different methods and 

              tools such as comparative ratios, replacement cost, discounted cash flow

             etc when assessing a target company.

2)     To find merges that have a chance of success, investors should look at the 

             criteria of reasonable purchase price, cash transactions etc. Investors should

             for acquiring companies with a healthy grasp of reality.

3) It would  be a  serious mistake  if the  takeovers were  concluded without a 

             proper audit  of the  financial affairs  of the  target company.  Areas to look

             for are stocks, sale ability of finished products, receivable and their collect 

             ability, details and location of fixed assets, unsecured loans, claims under 

             litigation, loans from the promoters etc.

4)     The chance  of a  successful takeover  of an  unrelated business  can be 

             considered to be very bright if the answers to the following question are

             a clear yes.

·  Does the company have a top class management team to run the new 

          acquisition?

·   Does the company have deep pockets to find unforeseen financial needs of 

           the company taken over?

·   Does the company have adequate financial and information control system 

           that can be transplanted in the new company?

5)      Risk of failure will be minimized if there is a detailed evaluation of the target

          company’s business conditions carried out by professionals in that line of 

          business. Detailed examination of the manufacturing facilities, product design

          features, rejection rates, distribution system, profile of key people and 

          productivity of work force should be done.

One should not be carried away by a good head quarter building, guest house on a 

beach, plenty of land for expansion etc.

6)   The first step after takeover is the integration of the new outfit with the 

           acquiring company in all respects. All functions such as marketing, 

           commercial, finance, production, design and personnel should be put 

           in place. Though new persons from the parent company will be brought,

           the competent executives of the company taken over should be given 

           prominence and opportunities in the combined organization.

    The good points of the earlier culture should be preserved while discarding 

 those not needed.

7)    After the signing of the M & A agreement, the top management should not

           sit back and let things happen. The first 100 days after the takeover determine

           the speed with which the process of tackling the problems can be achieved. 

           Top management follow up is essential to go with a clear road map of actions

           to be taken and set pace for implementing once the control is assumed.

8)   Alliances between two stronger companies are a safer bet than between two 

           weal partners. Frequently many strong companies actually seek smaller 

           partners in order to gain control while weal companies look for stronger 

           companies to bail them out. But, experience shows that the weak link 

           becomes a drag and causes friction between parties.

9)  Adequate planning for the integration of the merger, establishing efficient

           and effective reward system and incentive mechanisms and establishing

           the most significant techniques and strategies for successful mergers and

           acquisitions. Therefore these and other should be regarded as substantially

           important in the realization of productive synergies through mergers and 

           acquisitions.
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