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[bookmark: _Toc469390827]Executive Summary
The following report aims to critically appraise the success of mergers and acquisitions (M&A) in four countries and moves on to explore the possibilities of international harmonisation. It discovers that the four countries can be grouped into two sets; UK and USA which are both active countries in M&A and Germany and Japan whose activity is not as prominent and are heavily regulated. It also highlights the poor success rates generally and the ambitious possibility for harmonisation. 
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M&A are a topic that varies based on countries involved. Although M&A are commonly seen paired together the meaning of each differs. In general, a merger describes when two companies have joined together voluntarily to form a new company whereas acquisition describes the purchase of one entity from another business fully or partially. (Machiraju, 2007)  (Uddin and Boateng, 2014).  There are a number of motives for the instigation of M&A’s; Financial position improvement, Market Power, undervalued shares, inefficient management, bargain buying, managerial motives, survival, diversification, reduction of risk through cross-country mergers, tax advantages, company growth and synergy (Peavler, 2016) (Gomes et al, 2011). Synergy defines where the combined company’s provide greater value than that of their individual entity’s delivered from boosts to revenue and cost base (Arnold, 2008).There are three divisions within motives; Horizontal (Two companies at the same level merge whilst having the same market place and product), Vertical (Between two different companies that produce different products) and Conglomerate (where two or more companies offering different products to create one corporate structure with a parent company and a number of subsidiaries) (Gaughan, 2007)  (Peng, 2008).
In the event of a likely hostile takeover defence strategies are often put into place, often stimulating capital restructuring and buyouts. Defence strategies such as ; Shareholders rights Plan, Voting Rights Plan, Staggered Board of Directors, Greenmail, White Knight, Increasing debt, Making an acquisition, Acquiring the acquirer, triggered option vesting and Poison Puts (Huntsley, 2016) can be implemented, although all imprint a financial burden (Iannotta, 2010).
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Trends and approach to M&A
M&A activity is a prominent element of the UK economy which has evolved in nature over time. Figure 1 below illustrates a boom period in 2001 and the current gradual shift to increased activity today.
Figure 1: Contributions to the total value of M&A deals involving UK companies, Q1 1987 to Q1 2014
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(Office for National Statistics, 2014)

It shows a downwards trend which has often been blamed on the economic downturns in relevant years. M&A saw a fall in numbers from 2288 per year in 1987 to 842 in 2013. Massoudi et al (2016) argues that the UK could see a change in this trend following the BREXIT motion and believes that activity will increase. A rise in activity in 2015 shows improvement in the M&A market. UK has been declared the leading market for Foreign direct investment (FDI) only being beaten by the US globally as the number one destination for foreign acquirers. 
Approaches to M&A vary within UK. Cadbury’s Acquisition in 2011 by Kraft illustrates defence tactics used and the approach. Cadbury actively resisted the takeover by branding the share price unattractive and demanding that any takeover company would have to respect Cadbury’s (Moeller, 2012). In 2010, a deal was struck between the two chairmen which was approved by 72% of shareholders. Some argue that the takeover has been unsuccessful with the closure of factories just the beginning of a dwindling brand (Wallop, 2016).
The recent takeover of EE by BT has also sparked a rumble in the telecoms industry that have suggested could instigate further M&A’s (Mayes, 2015).

Legislation and Barriers
Legislation and barriers are in place for UK mergers and acquisitions, such as Labour laws, Competition Law, Share Purchase agreement,  the Company’s act (2006) and the Takeover Code all forming the framework for UK M&A’s. However, these are far less obstructive than other countries.



[bookmark: _Toc469390832]1.1.2 USA

Trends and approaches to M&A
USA show signs that 2016 will report a slight decrease in M&A’s and value which after a monumental year of activity in 2015 (Shen, 2016) highlighted in figure 2, is understandable. 
Figure 2: US M&A Activity;
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(Braun, 2016)

Healthcare shows the highest percentage of transactions (IMAA, 2016) with the energy and power section following shortly behind. (Factset, 2016)
UK and USA prove to be similar in their approach to M&A with identifiable considerations and disclosure’s within the UK Law Share Purchase agreement and the USA’s Law Stock Purchase Agreement (DavisPolk, 2016).

Legislation and Barriers
US M&A activity is monitored by state and federal laws. Approving M&A’s and defending shareholder’s interest, these laws formulate procedures and ensure fairness (LawTeacher, 2013). The Anti-Trust law plays a vital role in the US M&A approach and similarly to UK these are not as heavily regulated as other countries. 
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Trends

M&A activity came in to play following the Second World War but Germany has only been seen as a major player since the 1980’s. 2015 reported 400 M&A transactions with a volume of EUR 37.8 billion, highlighting the export strength in Germany (GTAI, 2016). 
The ZEW-ZEPHYR M&A Index below gives an indication of the activity in Germany;

Figure 3: ZEW-ZEPHYR M&A Index Germany:
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(Heim and Prinzler, 2014)
Showing a steady increase in the German M&A market, Chazan (2016) suggests Germany are currently the destination of choice for China, which is not always welcomed.

Legislation and Barriers
Germany differs in legislation to the UK and USA. German tax laws require a customised acquisition structure alongside a quicker auction process which proves more stringent than other countries. There is also a stronger cultural and language barrier to mergers. Germany also goes further to support employees of merging companies with German law foreseeing work counsels being involved (GTAI, 2016).

[bookmark: _Toc469390834]1.1.4 Japan

Trends

Japan is the world’s second largest economy, however, Kirk (2011) argues that Japan has the lowest inward FDI. This is blamed on the substantial barriers that are put into place. 
The following figure shows vast difference between inbound and outbound activity;
Figure 4: Japan M&A 20 Year History
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(Franklin, 2016)
Outbound activity has remained high over the twenty years whereas inbound activity is small in comparison.
Approaches to M&A within Japan vary to that of other countries researched. For example, Japan has seen a lead in partial agreements over full control often blamed on its low speed at embracing international accounting standards.

Legislation and Barriers
Culture is a dominant barrier for M&A in Japan and is also blamed for the poor rate of success and low inbound activity (Deloitte, 2009). Language barriers are another factor which plays an empirical role.
Conglomerates dominate the Japanese industry historically proving defiant against foreign mergers. There are also a network of procedures, regulations and laws which, although are loosening, are designed as barriers for foreign inbound takeovers (JapanStrategy, 2015). 
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Success rates of M&A’s in the UK are arguably failing on two levels. Mayes (2015) argues that M&A’s are not completing due to the process from beginning to end not being managed effectively. Voigt (2009) supports this by writing that 50-70% of mergers are falling short of their goals. The unification of culture and processes proves elusive in many M&A’s hence the low success rate.
The success rates for USA are similar. Frensch (2007) explains historical success rates in USA as very poor- showing a destruction of 56% in value of the company after two years. Strategy is recommended to repair Japan’s success rate with emphasis on the post-merger integration period (Fensom, 2015).
As a generalisation, success rates are often blamed on economic forces outside of the company’s control and ranked as the main influence. The M&S Trends report 2015 (Deloitte, 2015) argues that execution and integration gaps come a close second. Some believe that retention of company executives is the key, others argue that evidence shows the advantages of replacing them (Krug et al, 2015) and values in general typically fails to improve the performance of acquirers (King and Schriber, 2016).

[bookmark: _Toc469390836]Economic benefits of M&A’s
Evidence suggests that M&A completed transactions do help achieve value for target firm’s shareholders, but according to Arik and Kutan (2015) this is only in the short run. The economic benefit is dependent on a set of variables- notably relative size. Although M&A’s can be seen in a positive light e.g. by creating synergy (created by enhanced business performance of the merge), there appears to be a likely loser; the company being acquired. M&A’s often result in job losses- predominantly for the acquired company. Hartman (2016) argues that generally, the buyer gains more leaving the seller company as the lesser financially sound, whereas Eckbo (2010) argues that both buyers and sellers see positive return. Pritchett (2006) goes further to argue that it is always the buyer who emerges as the loser following an acquisition due to incorrect valuing, integration issues and extensive legal liability. 

[bookmark: _Toc469390837]International Harmonisation

Dinc and Erel (2013) describe M&S globally as one which is preferred by some governments to be domestically owned appearing frequently in countries dominated by far-right parties with weak governments implementing nationalist policies. 
Taking advice from Kale et al (2009) the first chapter of international harmonisation would be to partner with acquisitions rather than integrate with them. By keeping company’s as separate entities but under an umbrella of an organisation, success of the acquisition may increase as shareholders have more confidence and trust. Thus, more countries may be open to foreign interest. In addition to this, and in an ideal world, all countries would have the same legislation on M&A activity, creating a clear and transparent set of regulations that are agreed upon.
[bookmark: _Toc469390838]Conclusion
Evidence in this report suggests that UK and USA are active in M&A activity compared to Germany and Japan. This is primarily due to the barriers and legislation in place as heavily regulated countries. There is strong evidence to suggest that M&A’s do generate economic gain, however although it is deemed that the sellers gain more, research suggests that this is now being questioned. 
M&A activity is proven to be a costly venture stimulating capital restructuring and buyouts and the success rate for all countries involved is poor.  Furthermore, there are potential methods of harmonisation but the reality of this is distant. M&A’s play a vital role in the economy and can be advantageous to most involved. Further research would be beneficial into areas discussed earlier in this report to gain a deeper understanding of intricate economic gains. 
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