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Abstract:

The designated purpose of this thesis is to ingattithe impact of specialized experience, defasethe number
of previous completed acquisitions with sufficitarget-to-target similarity within certain acquisit dimensions,
on acquisition performance, represented by abnoretains on the stock market. We find a significaegative
relationship between acquisition performance ariti bbsolute experience, taking no regard for tatgé¢arget
similarity, and specialized experience within thdtural acquisition dimensions, measured on coulawel.
Further, for specialized experience within the sty dimension and size dimensions, we find no stpior a
positive relationship existing, rather the empiriesults lean towards a negative connection. €search within
this thesis has been conducted through a quanétstiidy on a data set containing 392 individuatblisly quoted
serial-acquirers from the European countries, captbiconducting 1 898 deals. Our findings providdeaid
support for the theory of generalization, showihgttgaining experience from having performed previo
acquisition with high target-to-target similaritg the focal acquisition, increases the likelihoddaoquirers
generalizing around the acquisition process andlyagpincorrect inferences to the focal acquisititmorder to
avoid generalization and reap benefits from hawicguisition experience, management of serial-aequshould
use the acquisition experience to set up intermatgsses and structures that counteract the urioossacts of
generalization.

Keywords: M&A, specialized experience, serial acquirers, geliwation, acquisition dimensions



The Role of Specialized Experience

Acknowledgements

We would like to thank some of the people that édland supported us through the process of
completing this thesis.

First and foremost we would like to thank our swsaEr Svante Schriber for his great support
and guidance throughout the whole process, it kas mvaluable.

Furthermore, we would like to thank our fellow S&Hdents for their support, inspiration and
friendship.

Stockholm, December 8th, 2014

Lina Wallin Frida Sundell



The Role of Specialized Experience

Table of Contents

I. ABBREVIATIONS & DEFINITIONS ..ot e et e eeeaaa e e e 4
I VI 15 16 2 I N 5
L. L BACKGROUND ......ctttttueetettneesestu e eseetaa s eeeett e eeeeta s eaeesanaeeeetaaeteetanseeeetaneeressanaeeeesnnseeeesnns 5
1.2 PROBLEM DEFINITION. .. ttttuutetettuneeeeetnneeeesunseesesnnnaeeeesnnaesesnnsaeeessnneerernneeressneeerssnnseerennns 6
1.2.1 M&A failure- and growth rates............ueoiiiiiiiiiiecc e eenans 6
1.2.2 Acquisition capabilities and eXPEeriENCE..........couvuiiiiiieeiieeeiee e 7
1.3PURPOSE& RESEARCH QUESTION. . .icuuuieiittuieeeetuneeeeetnneeeesnnneesestnnseesernneeresnnnseeessnnseeeennns 8
I Y i 7y 1 T ] N 9
1.5LITERATURE CONTRIBUTION . .cttttutetettuseesesttnseesessaseesessanseseessnseesessaneesessnnseeeesnnseeressnneesnes 10
I I =S 51 1S 20 1] I o L] N 11
2. THEORETICAL FRAMEWORK ...ttt e e e et e e e et e eeeeenas 12
2.1 THEORETICAL BACKGROUNDL.....uuttttttueerettueesessnnseeeessneesessasseseesnnseeeesnneeressneesessnnaeeeesnns 12
2.1.1 ACQUISITION AIMENSIONS. ... .ceeiieeeiiiee e e e e e et e e e e e e eeaaaaaaas 12
2.1.1.1 The integration dil@MMIAL............uiiiiiie e e e e e e r e e e e e st b e e e e e e e e satbaeeeaeeaaas 12
% I 2 O {0 D PP UPRRRN 13
pZ% I O [ T [0 13 1 Y2 PRSPPI 14
P2 I 0 [ To [ o =) (o g = T o BT U E TSP UPRTRN
2.1.2 ACQUISITION EXPEIIENCE.......ceeiieeeeiiiie et e e e e ettt e e e e et et e e e e e e e e e et e e e e e e eeeseaaanns
2.1.2.1 EXPErieNtial [EAIMING ... .ueiiiieeiiiitiiiee e ettt e st e e e e e e e e e e e e e et e e e e e e e s ssbtbaeeeaeeeasntbaeeeaeeaaaas
2.1.2.2 ADSOIULE EXPEIIEICE ... eeeeeeeei ettt eee e e et ettt et e e e s e ettt et e e e e e e aaee e e e eae e e aanntbeeeaaeeaaannbbeeeaaeeeaannsbeeeaaaeaannn
2.1.2.3 Potential explanation-theories.....................
2.1.2.3.1 The diminishing returns hypothesis.
2.0.2.3.2 HUDKIS ..o,
2.1.2.3.3 GENEIAlIZALION. ... ittt ettt e e et e e e e e e et e e e e e et ——raaeeeaanrbarraaaeaaaas
2.1.3 SPECIANIZEA EXPEIIENCE. ... .o 19
A N o (0] 2 =3 o I 7 R 20
P ] N S |0 P 20
2.3.1 ADSOIULE EXPEIENCE. ... .o 20
2.3.2 SpecCialized EXPeIIENCE. .. ..o 21
A Tt R O U (1 ] = S 21
2.3.2.2 INAUSHIY e 21
2.3.2.3 INAIGESHION & SIZE... ..o 21
T Y| I (0T ] I 2 23
3. L RESEARCHOBJIECTIVES. ..ttt tttttunietetttuteerettneesestnnseeretaneetestaaeeeesaneeeerneererseeeeeraeeeesnns 23
3.2 RESEARCH STRATEGY...cuuuuietittuieetettteetetteeseetnneesettnaesestaeeetnneereraeresnaaeesrnaeeresnns 23
3.3 RESEARCHAPPROACH ...t ttttt ettt s e et et e e e eet e e e eeta e e e eaa e e e eeta s e e eeta e eeaeesaeeeeesaneeeeesnns 25
3.4PRIMARY AND SECONDARY DATA ...ittuuiiitittueetettueeeeetnneeseetneeseesnnaeeeerneesesneeeeereeeennn 25
G TR Y O 2 =] | =1 1 2 25
3.5.1 REHADIILY. ... e 25
KGRI £ 1o [ S 26
G T 1N = X = 26
3.6.1 Selection of countries and INAUSIIES..........covviii i e 26
3.6.2 Selection of time Perioq...........ooviviiii i e 27
3.6.3 Selection of acquirers and deal Criteria...............ooooviiiiiiiiiiiii e, 27
T Y 7N 7 = T =5 28
3.7.1 Dependent Variable............cooiiieiiiie e 28
3.7.1.1 Selection of time interval for abnormaliratevent Window................cccooooeeii e, 29
3.7.1.2 Calculation of abnormal retUrn...........coooe i, 30
3.7.2 Independent VariableS. ........ccoooeiiiiii i 31
3.7.2.1 ADSOIULE EXPEIIEICE .....eeeeeeeei ittt iee e e ettt e e e e ettt et e e e e e et ate e e e e e e e e aanatbe et aaeeaaannbbeeeeaeeaaannsbeeeeaaaaannn 31
BT, 2.2 CURUIE. ., 31
B e B [ T [ 13 1 Y2 PP UPRTTN 32

SSE MSc in Management 2



The Role of Specialized Experience

3.7.2.4 INAIQESHION AN SIZE.....eeeiieieei ettt ettt e ettt e e e e e st bttt e e e e e s e nnbbeeeeaeeeaanrbeeeaaaeaanan 32
3.8ANALYTICAL TOOLS AND STRUCTURE ......cvttutuersuesssssssssnnnssssnsssssssnsssnssssssssssnssssssssssnsnsssnnes 34
3.8.1 ANAIYLICAI TOOL......ccoieeeiiie e —— 34
3.8.2 Structure of RegresSion ANAIYSIS........coooeieeieeee e 34
3.8.3 Robustness of Regression MOGEIS. ........cooooeooeieieeee e 34
4. EMPIRICAL RESULTS ... 36
4. I DESCRIPTIVE RESULTS...tttttttuuuteeeatttttttuui e eeaetteesssaaaeaaesaeeestbaa e eaeeeeeestsanaeeeeeeeeessnnnnns 36
A1 L CURUE e 36
o 2 | o 113 1 Y SR 37
4. 2LINEAR MULTIPLE REGRESSIONS. .. ..uuiittiiiiitietiieeet e ettt e et ee st eeeteeetn e eeteestneeesnneeesnaeeens 40
o R o] g1 (0] V7= T =1 o] [T 43
4.2.2 Independent variables...........ooouii i 44
4.2.2.1 Hypothesis 1: ADSOIULE EXPEIIEICE. ...c.cii ittt e ettt e e e et e e e e e e e e e e e e e e e s anenneeeeeas 44
4.2.2.2 HYPOTNESIS 2: CUIUIE. ...ttt ettt e e e e e e ettt e e e e e e s ntbee e e e e e e e annnnneeaeas 46
4.2.2.3 HYPOThESIS 3 INAUSIEY....uvviieiie ettt et e e e e e e e e e s st e e e e e e s sntbae e e e e e e s sntrraaeaeas 47
4.2.2.4 Hypothesis 4: INAIGESION & SIZE........oiiiiiiiiiiiiii it e s e e e et aaaeeeas 48
B AN ALY SIS i ———— 52
5.1HYPOTHESISL: ABSOLUTE EXPERIENCE. ......uuutetuetseeeueessesssesnsssnssnnsssnnsssssnnssnsssnsssnssnsssssnnes 52
5. 2ZHYPOTHESIS2: CULTURE .....cettttttui e eeeteeetttia e e e e e e et ettt e e e e et e eeesbaa e e e e e e eeeesbba e eeeeeeeeees 53
5. 3HYPOTHESIS3: INDUSTRY.....ettttutttuueeeeeseeeessnsssssnnssnnsssssnsssssssssssssssssssssssssssssnssssssssssnssssnnnns 54
5. 4HYPOTHESISA: INDIGESTION AND SIZE. .. .uuuuutueeeuuesseesesennnssssnsssnsssnsssnssssssssssnsssssssnssnsssssnnes 55
5.5METHODOLOGICAL IMPLICATIONS .....tttttttttttttsssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnssnnns 56
6. DISCUSSION AND MANAGERIAL IMPLICATIONS ..o 57
6.1 ME&A STRATEGY IMPLICATIONS ....euuttuutuseeseesuesssnssnnsnsssssssssssssssssssssssssssssssssnssssssssssnssnssnnns 57
6.2 EVENT WINDOW EFFECTS .. .ettttttuuueeeetttettttiu e aeeeeeteetaaa s e eeeeeeesssaaa s eeeeeeeessbanaaeaeeeeeeees 57
6.3NEW FOCUS FOR EXPERIENTIAL LEARNING .....uuteeetttttttiti e eeeeeeeeniiias e eeeeeeeesbinanaeeeeeeeeees 58
6.4 FUTURE RESEARCH. ......cttttttttteetteteeeeeesassessesssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsnnssnnns 59
S N S R 60
APPENDIX 1 - DISTRIBUTION OF ACQUISITIONS PER EUROP EAN COUNTRY ........... 68
APPENDIX 2 - DISTRIBUTION OF ACQUISITIONS PER ACQUI RING FIRM .................. 69
List of Tables and Figures
Figure 1 — Structure of Theoretical Base............cccce oot 12
Table 1— Four alternative combinations of knowledge chistrategies of inquiry and method23.
Table 2— Distribution of acquisitions Per INAUSHIY....ccc....oiiiiiiiiieee e 27
Table 3— Distribution of COUNIES ACIOSS MEQIONS. e ceeeeeeriiitirrrreteeeesaaiiirrreeeessesmneeeeeeeaanees 32
Table 4— Deal SIZE INTEIVAIS.........ooviiieiieee ettt e e e ees s s e e e e s e e e e e e e e e aaaaaaas 33
Table 5— Deal size / total aSSets INTEIVAIS. ... e e e eeeeaes 33
Table 6— Mean differences; target region.......... oo 36
Table 7— Mean differences; target region..........cceoieiiii i 37
Table 8— Mean differences; aCquISItioN TYPE.......coommeeeeeiiiee e ceeeeee e 38
Table 9— Mean differences; aCqUISITION TYPE........cccmmuurrrrrieieeeeiaie e e e e 38
Table 10— Mean differences; deal SiZE.........uuuuiceeeeeiiii e 39
Table 11— Mean differences; deal SIZE........uuuuuiuceeeee i 40
Table 12— Linear regreSSioN @N@IYSIS..........ueuiieeermaeaaiiaiiirieeeeiee e s e e e e e e e s smmnee e eeeesd 41
Table 13— Linear regreSSioN @N@IYSIS..........uuiiiceermaeaaiiiiiiiiiereiee e e e e e e e e s smmneee s aannnnreee e 42
QIR Lo 1T I R 1Y o o = PSPPI 44
QIR o11 I R T |V o To = I | 46
BLIE= 1o L= T |V T Yo [ | PN 48
LIz L o1 T I A |V o To = I L S 49
QLI T I R e 1V o To = A N 50

SSE MSc in Management 3



The Role of Specialized Experience

I. Abbreviations & Definitions

Merger — The combining of two companies to make one nenvpany.

Acquisition — The act of one company buying deciding powesugh ownership of shares in
another company, the buyer becomes a parent congb#ms company being bought. The most
common way to close a transaction is by the usatloér cash, shares or a combination of cash

and shares.

Mergers & Acquisitions (M&A) — The commonly used term for two separate companie
becoming one company or one group.

Specialized Experience- Having prior acquisition experience that is $amalong certain
dimensions to the current acquisition being congalet

Absolute Experience — Having prior acquisition experience of any kimégardless of
similarity to current acquisition.

Acquisition types— Horizontal, substitute, vertical, diversificatiand conglomerate.
Horizontal — An acquisition transaction between two firms the¢ at the same stage in the
production cycle producing similar goods or sersjcand thus can be viewed as direct

competitors.

Substitute —An acquisition transaction between two firms tha serve the same customer
need but are not direct competitors.

Vertical — An acquisition transaction between two firms in #@me industry, but with the
acquiring firm and the target firm being at diffetstages in the production cycle.

Diversification — An acquisition transaction between two firms theg aot in the same
production cycle but operate in related businesses.

Conglomerate — An acquisition transaction between two firms thagemte in unrelated
businesses.

SSE MSc in Management 4
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1. Introduction

1.1 Background

For centuries, mergers and acquisitions (M&A) h&een an integral part of companies’
strategy for growth and competitiveness; sometthagseemingly will not cease to be the case.
On the 19 of February 2014, Facebook announced the acquisiti the mobile messaging
service WhatsApp; a target company with $300 miliiorevenues, and sold for an acquisition
deal worth an astounding $19 billion (Hartung, 2014 April 2014, after two rejected bid
approaches in the same year, the American drugs Bfezer Inc. went public with its interest
in acquiring the British-Swedish competitor Astragea, approaching them with a bid worth
approximately £60 billion. The news of Pfizer'seist alone, with no deal yet being
completed, caused AstraZeneca's shares to skyrogkdi%, adding approximately £8 billion
to the company's market value (Farrell, 2014). Mesefew weeks later, on May'22014,
further rumors spread in business press indicdtiay) Pfizer Inc. was planning to raise the
AstraZeneca bid to more than £63 billion. The resdtraZeneca’s shares rose an additional
3.2 percent (Welch & Armstrong, 2014).

Needless to say, events such as aforementionedptesshow the major effect mere rumors
of acquisitions can have on companies’ market vaBrand news reports as such may very
well make M&A appear massively appealing, pushimgg$ to embrace their own M&A
strategies sooner rather than later. However, adthdeadlines seemingly cover one “mega”
deal after the other involving some renowned cafeogiant, it does not portray the full picture
of the total M&A arena. Today, engaging in M&A adties has become the reality for all types
of companies regardless of their nature, whethey the public or private, small or large,
domestic or cross-border in nature; M&A is on thategic agenda of any company with the
intention of driving growth. In 2012, M&A deals wbr$2,588,907.3 million were announced
and deals worth $2,040,637.3 million were compléigtbmson Reuters, 2012). According to
a survey conducted by Grant Thornton in 2013, 28%usinesses across the globe expect to
be participating in M&A activity in the next threeears, which is still low compared to the pre-
crisis levels. Hence, M&A is not only of concernrtmltinational company giants, today it is
on the agenda of most businesses in the world.

The M&A decision can have several different driv&iaver (2006) states that an often-argued
motivation for M&A is that the profit of a mergecthtdy can exceed the profits of the
independent entities through the reduction of ayermeosts or the enhancement of revenues.
This effect is commonly referred to as synergy. &dig to a survey conducted by Grant
Thornton, the primary reason for engaging in M&Atdasaccess new geographical markets
(Grant Thornton, 2013), which of course is of irms®d importance as globalization continuous
to rise. The M&A decision can also be driven by véis to increase efficiency through
economies of scale or diversify to avoid risk (Amdie et al, 2001; Seth, 1990; Singh &
Montgomery, 1987), to spike innovation within thenf (Gantmur & Stephan, 2011) or to
umbrella brand products (Wernerfelt, 1988). M&Aigity comes in waves and varies greatly
across industries and time, often as a result ofeséorm of industry shock (Mitchell &
Mulhering, 1996; Andrade et al, 2001), and largsifess decisions such as these are very
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sensitive to market movements. Firms are for théson always looking for ways to mitigate
risk of their M&A endeavors, which makes the topamtinuously relevant for researchers and
practitioners.

Roll (1986) identified four initial stages of angagsition decision: (1) identification of potential
target, (2) valuation of the equity, (3) comparisdrequity valuation with current market price
and (4) if valuation exceeds current market pncake a bid. The key element of this chain of
events is the valuation of the target which, asagntiat it is publicly traded, already has an
observable price. So why would a valuation excéedmarket price, as in the case of the
Facebook-WhatsApp deal touched upon earlier? Teeemnis synergy effects, or rather the
hope of them. Under the assumption of efficientkeats, the market price should equate to the
value of the firm. However, as previously mentiorecjuisitions are performed within a larger
strategic agenda with an intention of it generatsogne form of firm development. The
perceived excess value therefore reflects the vHilaeacquirer expects to gain from the
acquisition through firm development, termed godidwi

1.2 Problem definition

The challenges of increasing globalization combiwétl the countless drivers of acquisition
decisions and the many stages through which atigumsiecisions suggestively go, portrays
the enormous complexity that acquiring firms toége. In the following section we introduce
the reader to the bleak figures of M&A failure gtand the acquisition dimensions that cause
the complexity which is seemingly too hard to handl

1.2.1 M&A failure- and growth rates

In spite of M&A'’s important strategic role withirubinesses, it is still a wide known fact that
acquisitions tend to yield positive returns forgetr shareholders, yet negative returns for
acquirer shareholders (Porter, 1987; Andrade €08l1; Roll, 1986; Cartwright & Schoenberg,
2006). Several academics agree that when it comegglaining why some acquisitions fail
and some succeed, they have very little to say (@dalet al, 2001).

Numerous academics over the last decades haveudedclhat the failure rate of M&A's is at
least 50 %. According to a McKinsey report the clseM&A is even worse, arguing that
roughly 70% of all M&A'’s fail (McKinsey&Company, ZM). Experts within the M&A field
at Harvard University, go even further and estimdtee proportion of failed M&A'’s to be,
distressingly enough, as high as 90% (Harvard BssifiReview, 2011). If the valuation of a
target firm is based on the estimated positive gpneffects to be attained, the failure of such
endeavors is either caused by the pre-acquisiatration being wrong, or a failure to integrate
the firms and hence no synergy effects being rehdRegardless of the true failure rate of
acquisitions, one can conclude that attaining syneffects that match the pre-acquisition
valuation is extremely difficult.

In spite of the aforementioned findings of dishewirtg failure rates, M&A activities have
steadily increased over the past two decades iml@bsnumbers and in monetary value. The
value of worldwide M&A's totaled US$2.6 trillion dung full year 2012, representing a 2%
increase from comparable 2011 levels (Weber 2Cdl4). High failure rates combined with
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high growth figures portray a complex strategiciesrvnent for firms across the globe, where
acquirers willingly accept a great deal of risktiNally, the academic interest in the M&A field
has therefore been on the march for a whole centiting to find the root of the failure rate
problem. However, due to the complexity of the asitjon process, there are areas within the
research field that yet remain uninvestigated. phmary question is whether acquirers are
“doing the right things” (choosing the right target “doing things right” (incorporating the
target appropriately into existing business). Ot éascombination of both that ultimately drives
M&A success? This rhetorical question translatés @&m overarching research gap, from which
we intend to pick up and investigate the roleeafningwithin the M&A process. Can acquiring
firms learn how to select the right targets (“dothg right things”) and build the capabilities
necessary to successfully integrate two firms ¢idahings right”)?

1.2.2 Acquisition capabilities and experience

In attempts to find a model for the most profitabtEjuisitions, extensive research has been
conducted on the characteristics of successfulfaitetl acquisitions. For some reason, most
research thus far has focused on individual adipisi by one-time acquirers (Laamanen &
Keil, 2008; Hayward, 2002; Kusewit, 1985), evetimes actively excluding firms that made
several acquisitions within the acquisition windv@amanen & Keil, 2008). A new string of
research has therefor emerged focusing on theitgpaspect of acquiring firms, although the
number of studies remain critically low.

Learning theory, such as that of Kolb (1984), adl &e rational thinking tells us that the

experience of one acquisition should help an acgiirm to avoid some of the pitfalls and

perform better when carrying out a second acqarsifLubatkin, 1983). Surprisingly enough,

results thus far within this limited research fialave been contradictory. Billett & Qian (2008)

find a negative relationship between acquisitioriggenance and CEO experience, in line with
the results from Kusewitt (1985). Paine & Power84)Pand Hitt et. al (1993) on the other hand
find a positive relationship, as did Fowler & Schlinj1989). Haleblian and Finkelstein (1999)
found a U-shaped relationship where acquisitiofoperance declined after three acquisitions.
As one can see, the findings are vastly incondiggegendering a strong need for a different
angle on the combined research theme of experiée@aing and its impact on acquisition

performance. Is acquisition experience a drivdeafning and consequently M&A success?

The inconsistent empirical findings around the iotjpd experience on acquisition performance
has given rise to new theories that offer varyixgj@nations for the surprising results. Theories
such as indigestion, hubris and generalizationdarusome of the pitfalls that experience can
cause, such as becoming overconfident in one’&yabsl acquire or thinking all acquisitions
are the same. That would then off-set any positaening outcomes and make the results
inconsistent. While these theories focus on thetnegyacquirer behaviors that experience can
cause, another string of theory suggests thatable d¢f a positive impact from experience
simply can be due to the diverse nature of acdois} one cannot compare apples to oranges.
The theory ofpecialized experienciggests that acquisition experience cannot beunea

on a “number of previous acquisitions” basis (heatier termed absolute experience) (see
Kengelbach et al., 2012). As the economy grows alodind industries interconnect,
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acquisitions progressively continue to occur acromsntry and industry borders and vary

greatly in size. One can therefore argue that iverske nature of acquisitions make it pointless
to look at acquisition experience in absolute nuses the difference between one acquisition
and the next can be massive, making it difficultitaw inferences from previous transaction
deals. The question is however, whether experieheeacterized as “specialized”, meaning
that the acquirer has completed a similar typeqtisition before, can have the positive impact
on acquisition performance of which experience gnegal terms seem to lack. And

furthermore, if specialized experience is belietectave a positive impact on acquisition

performance, which dimensions of the acquisitioal déee most important?

The research field around the role of specializqgeaence in acquisition performance is still
quite new, and the quantitative research on the tepimited. Often times, only one dimension
of specialized experience is being been tested dond, then often expressed as absolute
experience weighed according to a percentage ofique acquisitions within a certain
dimension (see Haleblian & Finkelstein, 1999). Wkl fa gap in existing theory in terms of a
comparative analysis where several dimensions edialized experience are tested for as, to
our knowledge, only Kengelbach et al. (2012) hatopmed such a study with a focus on the
dimensions industry similarity, cross-border vs @stit and public vs private sector. The field
is in need of more research on different dimensiomsder to sort out which dimensions have
relevance in the case of acquisition experiencevdandh do not, if specialized experience has
an impact at all. There is also a need for betteletsstanding of which method is the best for
measuring specialized experience, which can ongcoemplished by more in-depth research.

1.3 Purpose & Research question

The purpose of this academic report is to empigidakt and analyze, within the framework of
a quantitative study design, whether specializegesgnce, within certain acquisition
dimensions, has an impact on acquisition performalore specifically, the focus will lie on
investigating whether or not completing multiglad qualitatively similar [acquisition] deal
transactions, increases an acquirer’s abnormatn®gt’he aim is to shed new light on the
theoretical topic of experiential learning as aemtial source for M&A success, as prior
research is limited and disperse. As part of grastiiitegies for firms across the globe, we aim
at providing clarity for management officials trgirto mitigate risk in future acquisition
decisions.

With a distinct ambition of adding to existing rasgh, the purpose of this study ultimately
culminates in the following primary research quasti

— By engaging in multiple acquisitions of similar iteawithin specific acquisition dimensions,
can multiple acquirers affect their acquisition fiemance?

With the aim of enabling solid inferences to bewdrafrom the study, three acquisition
dimensions have been chosen as the focus in thiy,stvhich are geographic relatedness,
industry relatedness and firm-size relatedness sult, the following sub-research questions
have been formulated:
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1. By engaging in multiple acquisitions of similariteawith respect to geographic relatedness,
can multiple acquirers affect their acquisition fiemance?

2. By engaging in multiple acquisitions of similaritsawith respect to industry relatedness, can
multiple acquirers affect their acquisition perfance?

3. By engaging in multiple acquisitions of similaritsawith respect to firm-size relatedness, can
multiple acquirers affect their acquisition perfance?

1.4 Delimitations

Most research within the serial acquirer field bagn conducted using data from the United
States, creating a need for studies from otherdwedions. Abiding to this need, we set out to
investigate the impact of specialized experienceasral acquirer performance by selecting the
European Region as the basis for our sample angisasa First, there is and has been for a
while a high degree of acquisition activity witHturope, most likely thanks to the European
Union and its focus on economic integration of member states. Second, most cultural
research on U.S. data has been conducted on a tlorersus non-domestic level. While this
is interesting, a Canadian firm probably sharesencoitural similarities with a U.S. firm than
suggestively an Indian firm and a development fithsearch is therefore needed. While many
advantages, as stated above, can be reaped frasicgd&urope as the basis for investigation,
it still constitutes a delimitation as it sets limio this study’s sample size.

Within the scope of this study, we have chosentamtdke into account differences concerning
type of M&A activity, such as distinguishing betweacquisition and merger or whether the
proportion of a target firm acquired was 100 %emsl at one single transaction point in time.
For this reason, the terms “acquisitions” and “neesg& acquisitions” (M&As) will be used
interchangeably throughout the report. In the ditere, acquisitions are sometimes classified
as a friendly takeover or a hostile takeover, wieeformer implies an acquisition where
management of the target firm does not resistakedver and the latter represents the opposite
(Filipovi¢ et al 2012). We will make no distinction betwegpes of takeover in this report.
The main argument for this exclusion rests upordtfieulties of finding data showing which
type of takeover each acquisition corresponds to.

We make no attempt at analyzing how acquisitiofoperance, measured in abnormal returns,
change along a sequence of acquisitions. In otbedsyno conclusions will be made regarding
at whichnth acquisition the acquisition performance displagyighest and lowest abnormal
returns, or at whicinth acquisition along a sequence of acquisitiongp#réormance changes
direction from positive to negative, or vice verbr will we investigate the development of
abnormal returns from one acquisition to anothsolated from other acquisitions. More
concretely, no study of how abnormal returns chadny® [no - ni1], from [n:1 to neg], from
[n+2 to nk3] and so on, with n denoting the order of an acggars within a given sequence.
Third, we will make no attempt at comparing theesut the experience frame for acquirers.
That is, no conclusions will be made regardimgen specialized learning begins, namely
whether 3, 4, or more prior acquisitions is requif@r learning to have an effect.

Initially, we sought to cover data stretching b&zkhe year of 2000 with the purpose being to
cover approximately equal number of years befaedittancial crisis began as after. However,

SSE MSc in Management 9



The Role of Specialized Experience

the source used for data collection limited thestispan for our study to 2004 due to the fact
that the data source lacked reported data forttheem sample selection further back than 2004.

1.5 Literature Contribution

As already stated, one primary contribution to #xgsresearch is our sample of European
acquisition deals, which differs from the U.S. datawhich most research thus far has been
conducted such as Hayward (2002), Laamanen & R8D8), Haleblian & Finkelstein (1999),
and Zaheer et al (2013). Furthermore, there arstumiies [to our knowledge] where all the
acquisition dimensions of specialized experiencat the are testing, have been applied
simultaneously. This provides an opportunity foalgsis across a unique set of dimensions in
terms of specialized experience and acquisitiofopaance.

When scrutinizing the academic literature on M&AEuarope, one soon realizes that it is very
limited to certain industries. The banking & finaaldndustry is almost exclusively the most
commonly covered industry, with countless studigshsas Campa & Hernando (2006) and
Ismail & Davidson (2005) to mention a few investigg stock market valuation and the
performance of M&A in the European banking & finaicindustry. In one respect, the
historical literature focus on banking & financeymet be too surprising. Compared to other
sectors, banking assets as a percentage of GDRyeneral extremely high (Beitel, Schiereck
& Wahrenburg, 2004). The ratio of banking asseGId in the EU as a whole rose for instance
from 319% in 2006 to 334% in 2007 (ECB, 2014). Shigh levels of capital flows supports
the need for, and thus focus on, gaining insigiat which factors drive M&A success or failure
in that particular sector.

Nevertheless, what one fails to recognize whentilngiresearch to the banking & finance
sector, is the simultaneously high levels of M&Aiaty in other sectors. In manufacturing
and services, M&A deals skyrocketed in the 1998shing a peak in 2000, plummeted in 2001
and 2002 and bounced back again after 2003 asdHd aconomy recovered (Coeurdacier et
al, 2009). Despite the high levels of M&A activityall sectors in Europe, little to none research
has been conducted thus far involving other sedtans the financial sector. This study will
therefore contribute to existing literature by liteaing the scope of investigation to include all
sectors in Europe.

Regarding time-frame, most common is to researelwbalth gains of acquirer shareholders
using a small event window of a few days arounddéie of announcement. Some previous
studies measuring long-term wealth gains, ofteny@a@ or longer, to acquiring shareholders
have been conducted in the United States (Loug&rafyh, 1997). However, as far as we
know there are no similar studies made within theggaphic scope of Europe. In light of
current study’s purpose and its pertaining resequastion, we hope our empirical findings,
which measure not only short-term but medium-tenah lang-term wealth gains as well, will
shed some light on the topic of experiential leagnn Europe.

The final main literature contribution this studyllvbring is the comparison of cumulative
abnormal return (CAR) and buy-and-hold abnormalirret(BHAR), from a methodology
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standpoint. It is argued that CAR is better suftedshort-term time windows and BHAR for

longer-term time windows. Exactly where the bregkooint between short and long term is
located is unclear. We will thus contribute to literature by using both a CAR- and BHAR-
calculated dependent variable, as well as sevara windows around the acquisition
announcement date.

1.6 Thesis Disposition

The thesis consists of seven parts. Following thisoductory section, the reader will be
provided with the theoretical framework in secttao on which this study is based. The most
relevant line of research will be presented, cutmgdan the hypotheses that are to be tested.
In section three, we will describe which researathod was used for the purpose of testing
the stated hypotheses, followed by detailed infoilonaregarding the characteristics and
motivation for which dependent-, independent- aodtl variables have served as the
specification for analysidn the fourth section of the paper, the empiricdults will be
displayed. In the fifth section, the authors willide the reader through the tests of the
hypotheses, where the empirical results from pres/gection will be further analysed and put
into context by comparing them to previous reseaiithin the field by referencing back to the
theoretical framework for explanatory power. In gieth and final section, a discussion will
follow around the conclusions drawn and the stiategd managerial implications of our
findings, followed by suggestions for future reséar

SSE MSc in Management 11



The Role of Specialized Experience

2. Theoretical framework
The following section will present the theories @mnevious research that serves as a base for

this study. The theory section concludes with asgmeation of the, from theory, derived
hypotheses that are to be tested.

2.1 Theoretical background

Research explicitly focusing on specialized expergeis a fairly new and unexploited line of
research, prompting the need for looking into défe sources of theory when setting out to
explore new angles on experiential learning incibrgtext of acquisitions. In order to investigate
the effect of specialized experience on acquisigerformance in Europe, one must connect
theory from two areas; one that regards the rolearhing from experience in absolute terms,
defined asabsolute experienceand one that regards the different dimensionssacwhich
acquisition targets can differ, henceforth termes@aquisition dimensionssuch as industry
belonging, geographical region, and deal size. \@dfuisition dimensions we conceptually
refer to, more specifically, aspects which acqgirfirms can control; acquirers make for
instance an active choice in selecting a target from a beforehand known country. These
two areas, acquisition dimensions and absoluterequee, combined provide the theoretical
platform and serves as a stepping stone for tlearels on specialized experience in this thesis.
We will start with deciphering the acquisition dinsgons.

Acquisition Specialized Absolute

dimensions experience experience

Figure 1. Structure of theoretical base

2.1.1 Acquisition dimensions

2.1.1.1 The integration dilemma
In order to determine which dimensions play an irtged role in the acquisition process one

must go back to the root of why acquisitions ocnamely the hunt for synergy effects. Synergy
is not an easy task to achieve through simply engag M&A activities. The extent to which
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corporations are successful in their M&A endeavbighly depends on how effectively an
acquisition is implemented (Datta & Grant, 1990rds@n & Finkelstein, 1999) and thus the
activities performed after the acquisitions are plated, for instance the process of integrating
previously independent entities and coordinatirigrimal functions and capabilities within the
merged entity (Chatterjee et al, 1992; Larsson igk€lstein, 1999).

As claimed by Mitchell & Shaver (2003), firms caiffel in integration capabilities, a concept
they define as “corporations’ ability to absorb andnage businesses on a continuing basis”.
A commonly held view shared by scholars such assten& Sitkin (1986), Mitchell & Shaver
(2003) and Zollo & Singh (2004) concludes that mley to achieve acquisition success,
integration activities are of vital importancefitims differ in integration capabilities (Mitchell

& Shaver, 2003), a relevant follow-up question ¢éodmswered is whether companies have the
ability to obtain or improve these capabilitiesrejahe way, and in that respect learn how to
integrate more efficiently.

It has been argued that strategic fit between tig@ieer and target firm is crucial in order to
streamline the integration process and reach ssitceke acquisition transaction. To evaluate
strategic fit one must measure the potential syasm@nd how these synergies can be beneficial
to the acquirer using financial measures (Clarlk#87). However, more recent literature
guestions this argument, suggesting the definisdoo broad to satisfyingly explain the whole
scope of why good acquisition performance is aadesr not (Boateng & Lodorfos, 2006;
Chatterjee et al, 1992). Instead, Fralicx & Bol¢#397), Cartwright & Cooper (1993), Daniel
& Metcalf (2001), and Evans & Mendenhall (2004)wedhat rather than strategic fit, success
in the integration process and thus acquisitiorfoperance is chiefly driven by cultural fit
between the acquiring and target firm, but thatemesearch is needed in this area to be able
to validate whether integration capabilities aféuenced by cultural fit.

2.1.1.2 Culture

National culture (hereinafter termed culture) Hasughout decades been a burgeoning topic
in the context of acquisition research. It is dwitinding fact that the act of acquiring another
company, or the corporation itself being acquirkds become an integral part of many
corporations’ long-term business strategy (Ismiadle2010). Adding to this, as corporations
over recent decades have had to face an increpgtaflalized and economically liberalized
business environment, the volume of cross-bordquiations has steadily been growing
worldwide (Erel, Liao & Weisbach (2012). During Z0Icross-border M&A activity totaled
US$944.1 billion, accounting for 36% of overall M&olume and up 6% compared to full
year 2011 (Thomson Reuters, 2012). Weber (199@)késas et al. (1998), and Boateng &
Bjartuft (2003) all argue that acquisitions areoenmon response to globalization and that the
trend of growing cross-border acquisitions volumdscontinue, thus impacting severely on
value creation in M&As.

There are several potential drivers from the chossler acquisition decision. Erel, Liao &
Weisbach (2012) discuss the opportunity for targ@tsbtain higher governance standards by
being acquired by a firm with headquarters in antguwith more favorable governance
standards. They also mention fluctuations in exghamtes due to imperfect integration of
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capital markets as a driver of acquisitions agpérs up for under-valued target opportunities.
Other research points to the added value of crosseb deals compared to domestic deals.
Pothukuchi et al. (2002) found that national cwtudifference had a positive impact on
efficiency and competitiveness of cross-bordertjgantures. Similarly, Krishnan et al (1997)
and Morosini et al (1998) came across findings datiing that larger cultural distance is
correlated with better performance once the aciisiransaction has been executed.

There are nevertheless potential downsides witksebordering too. Acquisition failure is
often attributed to the inability of two firm cules to merggMeirovich, 2010). This is
supported by Buckley & Casson (1996) and Parkh@8I()Ll%ho find that cultural differences
most likely impair information flow and impede knkagge transfer in organizational settings.
The, by theory, claimed causal relationships oteasful acquisitions — cultural similarities
and unsuccessful acquisitions — cultural differenege backed by Lane & Beamish (1990),
Schneider & De Meyer (1991), Sirmon & Lane (20Q4ho argue that the wider the cultural
gap between two firms, the worse the performancerwindergoing a strategic partnership.
Although they studied international partnershipshsas international joint ventures, similar
findings can be deduced in research where acauisitiave been on the investigative agenda
(Chatterjee et al. 1992; Lubatkin et al. 1999; Themet. Al, 1996).

Clearly, there is a duality in the literature wigspect to cultural fit and its impact on acquisiti
performance. Some academics have made an attemimdatg explanations for these
incongruent results. Shenkar (2001) emphasizes tihete is an endless number of
methodological approaches available when studyuiyi@l distance and, adding to this, an
equivocal definition of the cultural distance copicevhich combined makes it difficult to fully
compare generated results across studies.

2.1.1.3 Industry

A common view in strategic literature is that intties differ, and that firms operating within
the same industry share more similar features fimars operating across industries (Huff,
1982; Spender 1987). Spender (1987) compared Bmtdustry sectors and concluded that as
industries evolve, so called industry recipes aneetbped for each sector which later guide the
strategic thinking adopted by firms. It is furth@aimed by Huff (1982) that industry sectors
develop their own concepts and expertise framewdrich are not easily reached for other
sectors. This implies that only firms from withlretsame industry truly knows how to function
and strategically behave in that industry.

Given that diversification, together with growthashbeen one of the driving forces behind
mergers and acquisitions (Datta & Grant, 1990)s ihot surprising that firms sometimes
acquire targets from different industry sectorsnthigs own. Lubatkin (1983) argues that
available synergies differ dramatically across stdusectors, and as such between acquisition
types. In light of this, Datta & Grant (1990) quesst why the majority of studies on acquisition
performance to a large extent disregards theserdiites between industries and clusters all
types of acquisitions into one large category wingastigating acquisition performance. They
instead favor the research on diversification thatises on the performance consequences of
diversification strategy, meaning whether the amguchose to diversify into related or
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unrelated industries, such as the research by &jest & Lubatkin (1986), Singh &
Montgomery (1987), Lubatkin (1987) and Montgomery\8ison (1986).

Looking at the empirical findings in these studiésibatkin’s (1987) results show that
horizontal acquisitions do not outperform congloateracquisitions in terms of abnormal
returns, and Chatterjee (1986) found that unrelatgglisitions in fact outperformed related
acquisitions. Singh & Montgomery (1987) on the othand found that, when combining
acquirer and target firm performance, total perfamge in related acquisitions was higher than
in unrelated acquisitions. This result led SingiM&ntgomery (1987) to argue that available
synergies is crucial for the acquisition perform@ren argument implying that synergies are
easier to obtain the more similar the acquiring tangdet firm are.

Empirical findings to date clearly present incoregruresults with respect to differences in
acquisition performance across acquisition typesking it a focal dimension for acquirers to
be aware of. Worth noting is that these studiey twdked at single acquisitions, making no
attempt at investigating how acquisition perform@nbanged for multiple acquirers acquiring
repeatedly in the same industry.

2.1.1.4 Indigestion and size

According to Barkema, Baum, & Mannix (2002), usaggjuisitions as a strategy for expansion
is likely to rise in popularity in the future due fiorces in the global, competitive marketplace,
pushing companies to expand at even faster redesetrer before. To cope, firms must integrate
acquired firms quickly and efficiently, somethirtgat has proven difficult and given rise to
theories of indigestion. Acquisition indigestioriais to the difficulties firms encounter when
attempting to absorb many acquisitions in a shenibg of time. Research shows that acquirers
face lower abnormal returns the more frequently thequire, suggestively due to so called
post-merger integration problems (Conn et al., 2B8@hgelbach et al., 2012).

In large, theory on indigestion has thus far cki&éfhmed time as an explanatory factor. The
concept of indigestion has its roots in the bdleft the capacity of organizations to integrate
is limited, indicating it takes time to integratea firms following an acquisition due to the
difficulty in combining processes, aligning systemserging assets and linking different
cultural systems (Shrivastava, 1986). Kengelbaah €2012) continue on this route by arguing
that integration of two merging firms require aceery phase since a firm’s internal resources
are scarce. They found a positive relationship betwhe time passed since the last completed
acquisition and the short-term performance of thealf acquisition. Further, they found that
integration problems are enhanced the larger thgisition deals are as measured in total
assets, concluding that both time and deal sizecéspf an acquisition explain the underlying
causes of post-merger integration problems anditidigestion. However, Kengelbach et al.
(2012) is the only study to date, to our knowledgmposing deal size as an additional
explanation for indigestion.

Laamanen & Keil (2008) explored to what extent ssscof acquisitions in terms of abnormal
returns is affected by absolute acquisition expeeeand, within this experience frame, the rate
of acquisitions, the variability of acquisitionsydaacquirer size amongst other, in order to find
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out whether acquirers’ previous experience hasedi@gt on performance. He concluded that
the rate of acquisitions can be both too high awdlow. However, what the optimal time

between acquisitions is remains unclear. Interggtmote is their conclusion about too much
time passing, which we believe could find suppooinf Hayward’'s (2002) reasoning that
experience and the skills obtained from experiezare be lost over time, implying that one
cannot wait too long in between deals for experaigarning to have an effect.

Similarly to Kengelbach et al. (2012), Conn et 20q4) examined the relative performance
effects of single and multiple acquirers to emgpiltic test the indigestion theory. Their results
indicate that the short and long term performamctadct declines for multiple acquirers with

each subsequent acquisition, giving support tonbeestion theory. However, they further

found that acquirers whose very first acquisitioaswsuccessful experienced diminishing
performance in future acquisitions, while the opigosvas found for acquirers whose first
acquisition was unsuccessful. These findings mia&epplication of the indigestion theory less
clear-cut, thus prompting the need for further stigation.

2.1.2 Acquisition experience

2.1.2.1 Experiential learning
Research on acquisition performance has often &atas looking at single acquisitions when

trying to find patterns and explanations for thsuccess or failure. However, as large
corporations tend to perform many acquisitions, emdll- to medium sized corporations have
begun to follow the same trend, the modern acqbiasroften completed acquisitions before.
An interesting line of research has therefor enayeund the topic déarningin regards to
M&As, and whether there is such a thing as acquapabilities.

Kolb (1984) defined learning as “the process whgrkbowledge is created through the
transformation of experiencesa definition originating from the study on indiviau
experiential learning. More specifically, Kolb (#8rgues that one should look upon learning
as a phenomenon resulting from the outcomes ofiqarevactions, and summarizes this by
stating: “learning is an emergent process whoseoous represent historical record, not
knowledge of the future”. The key term here is egee, or historical record depending on
wording of choice. Similarly, but from an organipaial perspective, it has also been looked
upon experience and learning as a step wise progheseorganizational experiential learning

is defined as an iterative, dynamic process in lfilkns 1) engage in experiences, 2) draw
inferences from them and 3) store the inferred rrati®r future experience (Levitt and March,
1988; Hayward, 2002). The theorized idea of expéaelearning stresses the importance of
experience in learning, and that experience shbakk a positive impact on learning and
performance (Kolb, 1984; Levitt and March, 1988yttard, 2002). In fact, Popper & Lipshitz
(2000) argue that individual and organizationalri@sy are two very similar, close to
interchangeable conceptualizations.

2.1.2.2 Absolute experience

To date, the majority of research dedicated to ystarperiential learning in acquiring
organizations have tested what this thesis reteesabsolute experienceyhich corresponds
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to experience measured by the mere quantity of paquisitions. In the acquisition literature,
this way of measuring experience is the primaraidehind what Hayward (2002) denotes as
the undifferentiated learning hypothesia theory in favor of the notion that frequent
acquisitions by the same firm, regardless of sintylabetween successive deals, should
automatically lead to boosted acquisition perforogandaleblian & Finkelstein (1999) argues
that the predictive, positive relationship betwedsolute experience and performance has
historically been based on two assumptions: 1)essige acquisitions are similar to each other,
and 2) prior experience is generalized to subsdquaguisitions. Contrary to the
undifferentiated learning hypothesis, Haleblian &kKelstein (1999) seem to believe that
similarity between two subsequent acquisitionseig o achieve improved performance.

Despite the above, there are academics opposimniaedional experiential learning as a
concept. Levitt and March (1988) reason that “Lewsgrdoes not always lead to intelligent
behavior. The same processes that yield experemigadom produce superstitious learning,
competence traps, and erroneous inferences”. lceibeof acquisitions, researchers have found
contrasting results when investigating the impaxpegential learning might have on
acquisition performance. The view asserted by L& iMarch (1988) could in some respect
be paralleled to Haleblian & Finkelstein (1999) vargue that one cannot compare experiential
learning curves between a firm undertaking sevacglisitions (acquisition experience) and
for instance a manufacturing firm producing goaglgoerience in machine-driven production)
which suggestively adopts a positive linear leagnourve, where each new production
experience leads to gains in terms of decreasintgcosts. This argument stands in direct
contrast to the abovementioned undifferentiatednleg hypothesis discussed by Hayward
(2002), where he explicitly equates the undiffaaat learning hypothesis with the linear
learning curve effects experienced by manufactufinngs.

In light of the somewhat discursive views aboveabgidemics on experiential learning, what
does previous empirical findings tell us? Althougiot all academics reference the
undifferentiated learning hypothesis by name, namestudies have tested the hypothesis with
mixed results, yet the majority of which find ewde enough to reject it. Haleblian &
Finkelstein found in their study from 1999 eviderfoe a U-shaped learning relationship
between acquisition [absolute] experience and adgqn performance, where acquisition
performance declined after three acquisitions. Imae recent study, in which acquisition
performance was compared between serial and sieglgirers, Kengelbach et al. (2012) also
came across results opposing the undifferentiatthing hypothesis, where they instead found
that conducting several acquisitions with deal abtaristics such as target country differing,
leads to reduced acquisition performance for eactducted acquisition. Laamanen & Keill
(2008) also found a direct negative effect of astjioin experience on acquisition performance,
when explicitly measuring absolute experience.

All in all one can conclude that, in the case opexiential learning and its connection to
acquisition performance, if relying on intellectuaasoning most researchers agree that
experience should have a positive impact on fumggquisition performance, but reality
displayed by empirical tests tell a different story

SSE MSc in Management 17



The Role of Specialized Experience

2.1.2.3 Potential explanation-theories
The surprising predominance of empirical reseanetlirig no positive relationship between

experience and acquisition performance has beelorexpby Hayward (2002), who stresses

that M&A learning relates to the quality ratherrh&e quantity of a firm’s experience. The

guestion of why acquirers to such extent are né# & use the knowledge from previous

acquisitions to enhance the results of future attijoms, has incited an upsurge of theories that
can serve as explanations for this trend.

2.1.2.3.1 The diminishing returns hypothesis
This theory is ever so often applied when academsgegch for explanations of a declining

return trend along a series of subsequent acaunigiieals. The diminishing returns hypothesis
theoretically proclaims that the investment oppuaitiuset from which acquirers have to choose
targets from, including both the quantity and qyadf available target firms, decreases over
time. That is, as the best opportunities are tdiksty acquirers are ultimately left with the less
attractive deals for each completed acquisitioméli§, 2008).

2.1.2.3.2 Hubris
Seth, Song & Pettit (2000) frame hubris as a pheamun where the acquiring firm make

mistakes in evaluating and choosing target firnu$,go through with the acquisition based on
their own perception of a correct evaluation. BiieQian (2008) suggests that hubris is related
to firms becoming overconfident in their acquigitendeavors, and as a consequence overvalue
the targets. Based on this, both Billet & Qian @0@nd Kengelbach et al. (2012) apply
previous acquisition success as a measure fordjubith the reasoning being that the time
passing between two consecutive acquisitions deegseavhen previous transactions have
proven to be successful, a relationship confirmel{éngelbach et al. (2012). This goes in line
with Ismail (2008) who discovered that successigt time acquirers seem to be subject to
hubris in future transactions, while unsuccessfat fime acquirers are not.

2.1.2.3.3 Generalization
Generalization is a theoretical concept first depetl and tested by Haleblian & Finkelstein

(1999), and can be defined as “the applicationxpieeence from a firm’s prior targets to its
subsequent target”. Simply put, if an organizatidmehavior, such as an acquisition, has
worked well in the past, the behavior related ® ¢lxecution of that past acquisition will be
applied to the focal acquisition if the conditidos past and focal acquisition are deemed fairly
similar. Overall, there are two possible scenavth this theory; 1) If two acquisitions are
sufficiently similar, past experience becomes rahvto the focal acquisition so that
generalization of this experience leads to positimesequences, or 2) If two acquisitions are
dissimilar, past experience becomes irrelevariédacal acquisition so that generalization of
this experience leads to negative outcomes. Thenessf Haleblian & Finkelstein’s (1999)
study on generalization effects builds upon thercpption of acquisition deals more often than
not being heterogeneous, making it risky to appigrgexperience to any target that will follow
as the inferences drawn most likely will be unfitti The opposite of generalization woblel
discrimination, where past experience is not appieefuture events as every event is seen as
unique, something which Haleblian & Finkelsteing@9attribute to conglomerate acquisitions
as they often acquire firms from dissimilar indiestrand thus should treat them accordingly.
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The generalization theory is in line with Levitt Barch’s (1988) reasoning, where they
highlight the risk of falling into competence trapsid drawing inferences from prior
acquisitions which are not applicable on forthcognileals.

2.1.3 Specialized experience

The theories of diminishing returns, hubris andegalization have all emerged as a response
to the unexpected observed negative impact of atesekperience on acquisition performance.
Another possible explanation comes from the thebigpecialized experience. Kengelbach et
al. (2012) describes specialized experience adl&ideal experience increasing the likelihood
of M&A learning”, by which it is implied that acquing several targets with high similarity in
deal characteristics should lead to better perfaon@aResearch on specialized experience
remains vastly limited. Thus far, the concept Hasfty manifested itself in discussions as an
explanation for why absolute experience seemgiottee desired learning effect, but empirical
testing of the concept remains limited.

The argument for investigating specialized expegeis to test whether firms can accomplish
success by focusing on target-to-target similansgead of acquirer-to-target similarity. In the

literature on culture for instance, it is oftenwased that the higher the similarity between
acquirer and target (Chatterjee et al. 1992; Lubatk al. 1999; Thomsen et. Al, 1996), the

better the performance. The question is if thislanity based argument can be projected onto
the target-to-target relationship as well, and assalt accomplish the same thing; the higher
the similarity, the better the acquisition perfonoa?

Kengelbach et al. (2012}jhe only study to our knowledge explicitly testisgecialized
experience, compared acquisition performance betvwewle and multiple acquirers. Their
results were mixed, but they did conclude that ggalgic experience and industry experience
did not seem to provide beneficial value to acqairenplying that one cannot gain acquisition
skills by consistently focusing on targets from$hene geographical or industry area. However,
their results show that specializing towards pevatr public companies was positively
significant, through which they concluded that aceps might gain M&A skills by consistently
acquiring public firms.

Haleblian & Finkelstein (1999) touch on the idedaarfjet-to-target similarity, by pin-pointing
that executing deals from the same industry in Wwihey have previous experience should
increase the exhibited performance as the acqcénmerappropriately generalize experience to
the next acquisition. However, they do not follow an this by investigating specialized
learning per se. They study absolute experienaeg t@rget-to-target similarity as a percentage
based predictor in their analysis, in order to b@st outcomes, namely acquisition performance,
differ depending on degree of generalization applly acquiring firms. Nevertheless,
Haleblian & Finkelstein’s (1999) conceptualizatiohgeneralization is highly relevant in the
context of specialized experience, as they arechasd¢he same theoretical idea that the more
similar one target is to the next, the higher tkelihood of better performance.
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2.2 Theoretical Gap
Before presenting the hypotheses formulated to wcirtésts within this study, a conclusion of
the theoretical landscape is in order to highlighich gap in current study we aim to close.

As aforementioned, the presented potential explamdheories have been discussed by several
authors, but empirically tested to a very littléeak. To our knowledge, onlgengelbach et al.
(2012) have specifically set out to test the impact ofcsgdzed experience on acquisition
performance. We will therefore add to existingritere, empirical evidence of the potential
impact of specialized experience on abnormal reténom a unique data set of European deals
that can contribute more solid empirical weighthis limited research field.

Additionally, we can identify some major shortcogsnin the study byengelbach et al.
(2012. They define geographic experience as experiéooe domestic versus cross-border
acquisitions. We believe a more detailed analgsieeeded where one measures experience on
a country-level as there are arguably large didarities within the cross-border group. The
same rational goes for their industry experienoxyrwhere they distinguish between related
and unrelated industries. We believe a more detandustry division is needed in order to
sufficiently test for the impact of target-to-targemilarity on acquisition performance in
regards to the industry dimension.

Further, to our knowledge no tests have been caadlooking at the size dimension of target-

to-target similarity, explicitly as an experienceasure. As there is ample evidence for the
importance of size for acquisition success, themitl impact of specialized experience within

such a dimension should be investigated, which Wleset out to do.

2.3 Hypotheses

For the purpose of testing whether absolute expegie@and specialized experience differ in
terms of effect on acquisition performance, hypsése have been formulated for both
experience measures and are presented below.

2.3.1 Absolute Experience

Based on past research presented above, with tepése potential impact of absolute

experience, we expect past experience to haver @ithenfluence or a negative influence on
the acquirer’s ability to acquire successfully #melfollowing hypothesis has been formulated.

HO: The number of previous successive acquisition) no regard to level of similarity
between acquisition deals, has a positive influesrtéhe acquirer's performance during any
of the event windows, regardless of measurement@@/ARHR.

H1: The number of previous successive acquisitiong) no regard to level of similarity

between acquisition deals, has either no influemca negative influence on the acquirer’'s
performance during any of the event windows, relgaslof measurement CAR or BAHR.
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2.3.2 Specialized Experience

For the purpose of testing whether specialized mepes has an impact on acquisition
performance, hypotheses have been formulated éochibsen acquisition dimensions and are
presented in the following sub-sections.

2.3.2.1 Culture

With respect to testing the potential impact ofgédrto-target similarity on acquisition
performance for multiple acquirers, the followingpbtheses have been formulated, where we
expect to see a positive relationship between ¢kel lof specialized experience in culture,
measured on a country-level, and acquisition peréoice.

H2a: The number of previous successive acquisdigais within the same target country as
current acquisition, has a positive influence oa #itquirer's CAR performance during any of
the event windows.

H2b: The number of previous successive acquisdeals within the same target country as
current acquisition, has a positive influence oa #tquirer's BHAR performance during any
of the event windows.

2.3.2.2 Industry

With respect to testing the potential impact ofgédsto-target similarity on acquisition
performance for multiple acquirers, the followingpbtheses have been formulated where we
expect to see a positive relationship betweendkel lof specialized experience in industry,
measured on a detailed industry-level, and acdurisgierformance.

H3a: The number of previous successive acquisdeals within the same target industry as
current acquisition, has a positive influence oa #tquirer's CAR performance during any of
the event windows.

H3b: The number of previous successive acquisdials within the same target industry as
current acquisition, has a positive influence oa #tquirer's BHAR performance during any
of the event windows.

2.3.2.3 Indigestion & Size

The following hypotheses in regards to indigestimd size have been formulated in order to
test the impact of target-to-target similarity agaisition performance for multiple acquirers,
where we expect to see a positive relationship éetvwevel of specialized experience in size,
measured both in absolute size of deal value dative size of deal value compared to acquirer
size, and acquisition performance.

H4a: The number of previous successive acquistteais within the same deal size interval as

current acquisition, has a positive influence oa #tquirer's CAR performance during any of
the event windows.
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H4b: The number of previous successive acquistteais within the same deal size interval as
current acquisition, has a positive influence oa #tquirer's BHAR performance during any
of the event windows.

H4c: The number of previous successive acquistteais within the same deal size/tdabets
interval as current acquisition, has a positive influencetbe acquirer's CAR performance
during any of the event windows.

H4c: The number of previous successive acquisiteais within the same deal size/total assets

interval as current acquisition, has a positivelueice on the acquirer's BHAR performance
during any of the event windows.
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3. Methodology

This section describes how data was collected, hiiethod was used and what challenges
and restrictions were encountered and dealt witbngl the process. Further, it provides
motives for the sample selection serving as oue lhasanalysis.

3.1 Research Objectives

The objective of our research is to produce infdromeand knowledge that allow us to answer
the stated research question and fill the idewtifiap in the current theoretical landscape on
learning in the M&A process.

This thesis aims at investigating the strategiclicagions of learning through the acquisition
process by broadening the current view of acquoisitexperience as absolute, and add
dimensions to the variable. This will allow us tibamn a greater understanding of whether
previous acquisition experience within certain asigjon dimensions has any gradual, positive
impact on future acquisition performance, and wietthe acquiring firms can form the
acquisition capabilities needed to realize the syneeffects which would not have been
attainable had an acquisition not taken place.

Further, this thesis aims at providing insight itlie M&A flows within the European region,
which is lacking due to the major focus on U.S.uasitjon data in previous research.

3.2 Research strategy

The choice of research strategy is based on theefrmrk provided by Creswall (2003).
According to Creswall (2003), research strategyives four dimensions that must interact;
research approach, knowledge claims, strategyapfiiy and method. Four combinations of
the stated dimensions can be identified which a@eented in Table 1.

Research Approaches

Research EKnowledge Stratepy of inguiry Methods

Chuantitative Post-positivist Experimental heasuring attitudes,
assumptions design rating behaviours

Chalitative Constructivist Ethnographic Field observations
assumptions design

Cualitative Emancipatory MNarrative Open-ended
assumptions design interviewing

Mixed methods Pragmatic Mixed methods Closed-ended measured,
assumptions design open-ended observations

Tablel: Four alternative combinations of knowledge claims, strategies of inquiry and methods.

Source: Creswell (2003).
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In order to fulfil the research objectives statadier, and thus provide sufficient information
to answer the stated research questions, the autiidhis thesis find the most appropriate
research strategy to begaantitative approachwith post-positivist assumptions based on an
experimental design.

The post-positivist standpoint reflects the ideat tlesearch should seek to develop relevant
true statements, ones that can describe the aalestEbnship of interest (Phillips and Burbules,
2000). As our research aims to investigate thetext® or non-existence of a relationship
between acquisition performance and specializedergxpce, our search for a causal
relationship is in line with the post-positivisevof how to develop knowledge. As depicted in
the figure above, post-positivist claims for deypehg knowledge is best matched with a
guantitative research approach where theories ested by specifying hypotheses and
collecting data to support and or negate the hygsa (Creswell, 2003).

The role of learning in the M&A process could bedastigated using a qualitative exploratory
research approach as well, as learning is a “satiable that can be difficult to measure.
However, we find a gap in the strategic literaiareerms of quantitative testing of the influence
of specialized experience, as pointed out in teemhsection. While several researchers have
theorized around the benefit of specialized expegethe empirical proof is lacking. We find
no opposition in performing both a qualitative anduantitative study around the topic, both
are needed. However, having sound quantitativeareBeas a base for a qualitative study is
favorable and we hope to spur future research thighquantitative results presented in this
thesis. Furthermore, a quantitative approach allowsto study the relationship between
experience and acquisition performance over a loagod of time, encompassing several
acquisitions by the same acquirer, and to incledesal countries and industries in our sample.

Conducting quantitative research within the fiefdstsategic management, as we are doing,
requires much attention being given to the debnitof dependent and independent variables,
if strategic implications are to be drawn. In tlese of learning within the acquisition process,
our quantitative analysis is focusing on the rdiexperience in the learning process. Worth
noting is that experience is not equal to learnomge can have experience without learning
from it. However, in order to theorize around tladerof experience within learning in the
acquisition process, having research that dephetsnhipact on performance, or lack thereof, is
a natural starting point. Further exploration ad tause of qualitative research results can then
be a matter for future qualitative studies witte field.

Another area to discuss is how to quantify perfarceain the most suitable way. The research
in this thesis is based on the idea that performant stock markets can be seen as a fair
indicator and reflection of company performanceeréhare some variables that must be taken
into consideration regarding this. Stock markeftece people’s expectations and attitudes
towards a firm’s performance and future outlooknéte a positive development on the stock
market need not necessarily correspond to an acta@dase in revenues or profit margins.
However, looking at share price development allavsan analysis of performance on a day-
to-day basis against market performance, whichlesaine to eliminate external factors that
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otherwise impede comparison along longer time peridt is also the most commonly used
variable within the field of research, as will bsalissed further in sectid6.1. Dependent
variable

3.3 Research Approach

We have chosen to apply a deductive approach witlgirscope of a quantitative study. There
are primarily two ways to go about when conductingesearch study; an inductive or a
deductive approach. The latter set up hypothesmsged in existing theory, to later test if the

theory holds true on the subject being tested. mdudtive approach is more exploratory in

nature and aims at exploring new, never beforedegthenomena or exploring phenomena
from different perspectives compared to previousliss. Thus, inductive research is often
associated with generating new strings of theaagdqbsen, 2002).

As deductive research often entail investigating #xistence or non-existence of causal
relationships, which in previous section is desalilas often being connected to quantitative
study frames which this study rests upon, it faliural to apply a deductive approach
(Jacobsen, 2002).

3.4 Primary and secondary data

This study is based on secondary data from twdbdats; Zephyr and Datastream. Zephyr is
a database from Bureau Van Dijk that covers infdionaon M&A, IPO, private equity and
venture capital deals. The database is updatedytannl contains data on deals from the time
of the rumor until a deal’s completion. The Zeplatabase was used for collection of all
acquisition data such as time of acquisition, dedlie, and acquirer and target countries and
industries. The Zephyr data was then complement#dsiock price values and index values
from the database Datastream. Datastream is aad&tdtom Thomson Reuters that provides
daily share price and index data.

3.5 Credibility

The degree of credibility is crucial when condugtamy type of research, with reliability and
validity being the two primary ways of testing redibility is accomplished (Bryman & Bell,
2003).

3.5.1 Reliability
Kirk & Miller (1986) highlight two types of reliality indications in quantitative research; 1)

the degree to which a measurement, given repeatedhains the same, and 2) the stability of
a measurement over time. Reliability is thus asgedi with the ability to replicate the same
results in different settings, both time wise angudation wise (Golafshani, 2003).

The databases Zephyr and Datastream used for tiodjexf data, two recognized databases in
the world of practitioners and academics, are delenyethe authors to be reliable sources of
data collection. This would answer to the repedtglimdicator, as data sourced from the above
databases, for instance time of acquisition anckgpoice values, are factual and reachable to
any researcher leading to no discrepancies in wWasneasuring empirical results across

different studies. Furthermore, covering data spana 10 year time-period between 2004 and
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2014 will hopefully be sufficient to answer to thme-based replicability indicator, as our
results should be able to take into consideratimyrtiane-based abnormalities and as such prove
to be stable results over time (Golafshani, 2003).

3.5.2 Validity
There are two important forms of validity; exterraadd internal validity. In general terms,

validity answers whether the constructed measurtsmesed in a study are accurate and
measure what they are intended to measure. Wegmialt validity one controls for whether the

connection between the independent variables apdndent variable is clear, and thus can
ensure that the independent variables are in fiéiettag the variation in the dependent

variable. By external validity, one controls for ether the results are generalizable to the
population in large, even beyond the scope ofspeific study. If the results are replicable

across different settings, with other sample pdpauia and with other variables, then one can
be said to have accomplished external validityqasen, 2002).

As we have applied established and recognized rdstbiach as a quantitative research study
and CAR and BHAR to measure abnormal returns, afsad in equivalent studies, we are
confident in that the measurements used are aecarat thus measure what they set out to
measure. The BHAR method applied is claimed toesgmt the true abnormal returns highly
accurately over time, while the CAR method is degnwemore accurately reflect the short-
term abnormal returns (Fama, 1998). Seeing as eleda both measurements for comparative
purposes, internal validity would have to be clain be accomplished.

The study’s external validity can be ensured byimgto have as heterogeneous of a sample
as possible. Seeing as we did not exclude any tndsishor countries within Europe when
selecting the study sample, and included all cotaeglacquisitions where the acquirer at least
had performed three acquisitions, we are fairlyfidemt in that external validity has been
reached (Jacobssen, 2002).

3.6 Sample
In subsequent section we will present the samplectsen criteria regarding geography,
industry, time period, and acquisition charactersst

3.6.1 Selection of countries and industries

This research is based on European acquisitioremimgthat both acquirer and target are based
in a European country as Europe is the geograpééecia focus for this thesis (see delimitations
and contribution for more in-depth discussion). Thentries in scope are listed in Appendix
1, along with the number of acquisitions as acgsit@nd targets respectively from each
country.

Consistent with Laamanen & Keil (2008), we chosedweer different industries in the study to
test whether the findings are applicable acrosweeds a result, we will cover all industries
in Europe in which acquisitions took place withimetgiven time span. The represented
industries are listed in the table below, alonghwilte number of acquisitions within each
industry.
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Industry Number of acquisitions Number of acquisitions
(acquirer) (target)
Agriculture, Forestry & Fishing (0) 1 10
Mining and Construction (1) 104 B2
Manufacturing (2,3) 379 326
Transportation & Public Utilities (4) 27 192
Wholeszale and Retail Trade (3) 170 233
Finance, Insurance & Real Estate (8) 240 220
Services (7,5) 776 508
Public Administration (9) g 4

Table 2: distribution of acquisitions per industry

3.6.2 Selection of time period

As our intentions have been to investigate whetmeperformance of serial acquirers is driven
or impeded, or neither, by previous specializeceeigmce on a European basis, constructing a
large database has been necessary and preferabeltovalidity in our analyses. This served
as a criteria for our choice of time period witle tiopes of collecting data reaching as far back
as possible. Thus, we let our databases serveeasntiy limitation in our selection of time
period. The earliest recorded data in Zephyr wamf2004. This could be due to certain
countries in Europe belonging to the transitior@r®mies of Central- and Eastern Europe,
causing limitations in the track record of data. Mtedhe date of when data was gathered serve
as our end year. Consequently, as the data ithtisss was collected from Zephyr on Aprl 1
2014 and therefor contains deal information upl iviéirch 3F' 2014, this study will cover the
time period January*12004 - March 3%2014.

3.6.3 Selection of acquirers and deal criteria
The sample selection has been limited accordingedollowing criteria, using Zephyr in this
first step of gathering deal related data:

Only listed acquirers

Only acquisitions where 100% of the company is bug

Only completed deals

Only deals with known deal values

Both acquirer and target from European countries

Only acquirers that have performed three or mogeiiations during the time period

S e o

1 See Appendix 1 for countries in scope
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The deal data was then complemented with stocle @id index value information from the
Thomas Reuter database Datastream.

Listed acquirers were deemed necessary in ordardlyze share price movements previous to
and after the acquisition. For that reason, oningleted deals are of interest as share price
movements after completion are analyzed. Only loglkat acquisitions where 100% of the
company is acquired eliminates impact from othguaers and simplifies the analysis, and as
deal values are part of the analysis, only deals known deal values have been included.

Lastly, as we have chosen to test the impact ofrsipce and rate of acquisitions on acquisition
performance, the data must exclusively contain iaecg that have conducted several
acquisitions. In this case, the data was limiteddquirers that had performed three or more
acquisitions within the chosen time frame. When gl@menting the Zephyr data sample with
Datastream stock data, some restrictions were ete@d, namely that a few acquiring firms
could not be found or were duplicates. This coddlbe to name changes not being registered
or acquisitions where one company had been acqoyratother, of which both were included
in the initial sample size. Without any stock priic®rmation about these companies they were
naturally excluded from the study, giving us a ffis@mple of 1 898 individual deals spread out
over 392 acquiring companies (see Appendix 2 fiblif).

3.7 Variables

In the sub-section that follows, a description bé tdependent, independent and control
variables applied in our study will be provided. dutline of each of the variables’ validity to
current study, and how they have been derived aludilated, is presented.

As highlighted in previous sections, current stigdgemarcated to experiential learning and its
impact on the performance of serial acquirers, wghcialized learning being the focal point
of investigation. Due to these delimitations, thare likely to exist variables which are not
considered in the hypotheses but that may stiluénfce acquisition performance. For this
reason, we find it necessary to control for theialdes most likely to have an impact on
acquisition performance, but which lie outside shepe of the study.

3.7.1 Dependent variable

The most statistically reliable evidence on whetieguisitions create value for shareholders
comes from traditional short-term event window ssdwhere the average abnormal stock
market reaction at merger announcement is usednamst&rument for value creation or
destruction (Andrade et al., 2001). Abnormal retuiihbe used as our dependent variable and
is defined as the difference between share prigeldgments during a set time span compared
to the index developments within the same time sphe index represents the market portfolio
and captures the market movements over time. Hdrnyckmoking at the change in abnormal
returns instead of the change in share price, tmenates any potential market shocks that
may skew the results and make the share price esangomparable (Lyon et Al., 1999). The
market index we have used to collect index priceshe STOXX Europe 600 Index. This
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market index represents large, mid and small dagateon companies across 18 countries of
the European regidr{STOXX, 2014).

In line with most empirical research using marketums as an indication of acquisition
performance (see Haleblian & Finkelstein, 1999;rhanen & Keil, 2008; Kengelbach et Al,
2012), we have used the standard event study matwpdfrom Brown & Warner (1985).
Event studies are used when looking at the implkataertain event on a specific variable, in
this case the announcement of an acquisition ooratal returns. The key parameter to work
out in regards to event studies is which time wd@kto use for your event window. Our
reasoning around this topic is presented in tHeviahg sub-section.

3.7.1.1 Selection of time interval for abnormal veh event window
Different researchers have used different time Zom$ when measuring abnormal return.

Historically, the most used model is to look at #imormal return for a short-term event
window around the date of announcement, for exathglelay before announcement to the day
after of three days after (Andrade et al., 200pplging short-term event windows in research
on individual acquisitions is relevant as, basetherassumption that an efficient capital market
with respect to public information is prevalentpct prices quickly adjust following an
acquisition announcement. However, while this memagirelevant, it also contains a certain
amount of “chock effect” which can vary for diffestefirms and therefore make comparisons
difficult. Therefore, other researchers have chdednok at a longer time horizon in order to
eliminate this effect (Loughran & Vijh, 1997). Tdewnside of this is that the more time you
take in, the more you allow for the possibility ather events, apart from the acquisition, to
affect the share price development. At the same,tiboughran & Vijh (1997) stress the
importance of looking at longer event windows tl@atlude post-merger stock market
performance as the acquisition impact has beentedsnover-stated when using shorter event
windows.

We find a need to control for both short-term aondgtterm event windows. Experiential
learning in regards to acquisitions can involveea$p of the acquisition process both prior to,
directly after and long after the acquisition isiaanced. While shorter event windows are in
line with most studies and allows for direct conigam, post-acquisition integration is cited as
one of the main sources of acquisition failure #rebe effects are not accounted for using a
short-term event window. In our data, the averagalyer of days in between two consecutive
deals is 313 days, it is therefore deemed releviratn a post-acquisition integration
perspective, to apply an event window around ome iyeorder to investigate long-term effects.
Our research will therefore be conducted usingetheeent windows. For our short-term
window, a seven day interval (stretching betweeedldays prior to and three days after
announcement; 3 - t# 3) will be used. For our mid-term horizon, cabent with both
Laamanen & Keil (2008) and Loughran & Vijh (199@)61 day time interval will be applied
(30 days prior to and 30 days after announcem@y; 8+ 30). For our long-term horizon, a
one year interval will be used (one month pricanal 11 months after announcement; 1 month

2 Austria, Belgium, Czech Republic, Denmark, FinlaRdance, Germany, Greece, Ireland, Italy, Luxemgour
the Netherlands, Norway, Portugal, Spain, Swedefitz&land and the United Kingdom
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— b + 11 months). This way, the entire net wealthatffellowing the event of an acquisition
is more likely to have been incorporated into ttoels prices (Andrade et al., 2001).

3.7.1.2 Calculation of abnormal return
The most common way of calculating abnormal retimnstudies on acquisition performance

is using the CAR-method;umulative abnormal returnThis method cumulates the daily
abnormal returns for all days within the given éveimdow, and as such using the CAR-
method has been sufficient and appropriate fortehexwent windows. However, some research
shows that when applying longer event windows tteigacy of the CAR-method decreases.
For longer event windows the BHAR-methbdy-and-hold abnormal returias instead been
favored by some scholars (Billett & Qian, 2008; hyat al., 1999). When applying the BHAR-
method, abnormal return is calculated for the ergirent window by compounding the returns,
not cumulating on a daily basis, and is thus cldinterepresent an investor’s true abnormal
returns more accurately over time. However, the mmmding effect leads to a shortcoming
with applying BHARS; they are deemed do inaccuyatetasure short-term abnormal returns,
due to their tendency of being right-skewed ovaet(Fama, 1998).

When digging into existing M&A literature, we firal lack of consensus regarding the most
favorable method to use. According to contemposatyolars, this is grounded in research
consistently presenting incongruent results on isdpn performance where the large share of
variance in results remains unexplained (Stahl Yamjht, 2004; King et al., 2004). The
repercussion of this is argued by King et al. (3a04be that changes to research methods in
the strategy literature is necessary. This resqaaplr will therefore present results calculating
the dependent variable using both CAR and BHARtl@r short-term and mid-term event
windows. This will allow us to hands-on highlightyaprevalent differences in results between
the methods, if any appear. While this does nosttute the main focus of our study, we see
this as a contribution to the discussion regard@agulation method within the research field.
For the long-term horizon, only BHAR will be apgli@s dependent variable in accordance
with Billett & Qian (2008).

The formulas used for CAR and BHAR respectively@esented below.

+n
CAR = ) Riy—E(Ri)

t=—n

WhereR; . equals stock return for sharen dayt andE(R;.) equals the expected return of
share on dayt, represented by the index return.

BHARL - Ri,t - E(Ri,t)

WhereR; . equals stock return for shéaréor the whole event windowandE (R; ;) equals the
expected return of shardor the whole event windowy represented by the index return.
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The stock prices and index prices collected fos¢h@me horizons on an acquiring firm basis
reflect the closing price values, with no exception

3.7.2 Independent variables
Below, the independent variables used to testtated hypotheses are presented as well as the

control variables applied to strengthen our analysi

3.7.2.1 Absolute experience

In order to investigate the impact of any prior @sdion experience on acquisition
performance, we have constructed the independeiail@Absolute Experienc& he variable
represents the number of completed acquisitiofgm@ny industry, country, deal size interval,
and relative size interval, by the same acquir@rpo the announcement of the acquisition in
guestion. The variable design is in line with reskars such as Laamanen & Keil (2008),
Haleblian & Finkelstein (1999), Kusewitt (1985) dalRowler and Schmidt (1989).

3.7.2.2 Culture

For the purpose of testing hypothesis 2, the indéget variableSpecialized Geographic
Experiencehas been constructed which represents the numbgrredious acquisitions
performed, by the same acquirer, on targets fraenseime country as the target now being
acquired, leaving all other acquisitions out. Teraplify, a Swedish company that previously
has acquired two German firms and is now acquianthird, is attributed &pecialized
Geographic Experieneealue of 2. The variable is to some degree thaaigt grounded, yet
with some alterations. Kengelbach et al. (2012) aadmanen & Keil (2008) proxy for
specialized experience using a dummy variable, &beyss-border deals are denoted as 1 and
national deals are denoted as 0. The former stisdyuse an additional measure, where they
separate between national deals, deals from the samtinent, and inter-continental deals.
However, a country based proxy will be used hesetd@n the assumption that a Swedish firm
and a Polish firm are culturally dissimilar, whiklengelbach et al. (2012) conceptually would
cluster together into one category.

Specialized Geographic Experiendees not take into account in which European e¢guhe
acquirer is selecting its targets, it simply lo@kgrior experience from the same country. As
discussed in the theory section, cultural distanag impact acquisition performance as post-
merger integration may become more difficult. Wateal for this impact using two control
variables;Acquirer to target similarity_countrgndAcquirer to target similarity_regionThe
former controls for whether the acquirer and tamget from the same country or not, while
Acquirer to target similarity_regiomdicates whether the acquirer and target firnesfeom
the same region. The regions included are Bal@esitral/Eastern Europe, Northern Europe,
Southern Europe and Western Europe. In table 8dhatry distribution across the regions is
displayed.
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No. Acquisitions No. Acguisitions

Region Countries .
(as acquirer) (as target)
Baltics Estonia, Latvia, Lithuania 5 7
Central/Eastern Albania, Belarus, Bosnia & Herzegovina, Bulgaria, Croatia, Czech 110 180
Republic, Hungary, Macedonia, Moldova, Montenegro, Poland,
Romania, Russia, Serbia, Slovakia, Slovenia, Ukraine, Armenia,
Azerbaijan, Georgia, Kazakhstan
Northern Europe  Denmark, Finland, Iceland, Norway, Sweden 278 27
Southern Europe  Andorra, Cyprus, Greece, Italy, Malta, Portugal, San Marino, 137 172
Spain, Turkey
Western Europe Austria, Bel gium, France, Germany, Ireland, Liechtenstein, 1368 1312

Luxembourg, Monaco, MNetherlands, Switzerland, United Kingdom

Table 3: Distribution gf countries acroess regions

3.7.2.3 Industry

In order to investigate the impact of specializegezience towards a specific industry, the
independent variabl8pecialized Industry Experiene&as constructed which, consistent with
Haleblian & Finkelstein (1999) and Hayward (2008%asures the degree of similarity between
industry sectors of prior acquisitions made by saee firm. Industry belonging was, in
accordance with Haleblian & Finkelstein (1999)edistined at a 4 digit US SIC-level to enable
the highest level of industry specialization in #ralysis. Using a classification system of this
kind is supported by Datta & Grant (1990) who préesadistinguishing between industries to
reach reliable results. Our variable deviates ie agspect from Haleblian & Finkelstein’s
(1999); they proxied for target-to-target similgnitsing a percentage ratio showing number of
acquisitions from one industry relative the totainber of previous acquisitions, which differs
from the proxy applied here, where specialized stiuexperience is measured as number of
acquisitions from the same industry exclusively.

Specialized Industry Experiendees not take into account the distance betweguirac and
target industry, it simply looks at the industrgtdnce on a target-to-target basis. That is, it
reflects the acquirer’s experience within curranget industry. However, following Haleblian
& Finkelstein’s (1999) reasoning, acquirer-to-tdargedustry relatedness may impact on
acquisition performance as markets may value mklakequisitions higher than unrelated
acquisitions. Thus, this was controlled for by gpm Acquirer to target similarity_industry
as a control variable, which shows whether the iaegand target operate within the same
industry or not.

3.7.2.4 Indigestion and size
The final acquisition dimension with respect to gpkzed experience relates to indigestion

and size. As discussed in the theory section,iteecs both the target and acquiring firm can
have an impact on acquisition performance. Thetgues whether having acquired targets of
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similar size before improves the acquirer's progpechen acquiring another one. To our
knowledge, no research has been conducted usie@sia specialized experience dimension.
Two independent variables have therefore been artiet to test for the impact of experience
related to sizeSpecialized Deal Size Experieran@Specialized Relative Size Experienee
formerreflects the number of previous acquisitions pened by the acquirer within the same
absolute deal size interval, while the latter @Bethe number of previous acquisitions
performed within the same deal size/acquirer ta$akts-interval as the focal acquisition. The
respective intervals are presented below.

Interval Name Deal size interval (fthEUR) Number of acquisitions
Small acquisition 0-1.99 369
Medium acquisition 2-999 571
Large acquisition 10 -99.99 675
Very large acquisition =100 280

Table 4: Deal Size Intervals

Deal size [ total assets

Interval Name ] Number of acquisitions
interval

Small relative acquisition 0 - 0.0049 369

Medium relative acquisition 0.005 - 0.029 530

Large relative acquisition 0.03-029 633

Very large relative acquisition =0.3 179

Table 5: Deal Size / total assets Intervals

Additionally, several control variables are usedémtrol for size and indigestion factors. In
line with Laamanen & Keil (2008Acquirer total assets (logjontrols for absolute size of the
acquirer expressed as the logarithmic value of eaets of the acquiring firneal value
(log) controls for the absolute deal value of the actjarsipresented in logarithmic form to
reduce the effect of extreme values, in line wébearch by Fischer & Pollock (200Z)me
from previous acquisition (daysind Deal value / Timdurther controls for indigestion, as
research by Laamanen & Keil (2008) indicated thattime between acquisitions impact on
performanceTime from previous acquisition (dayseasures number of days, irrespective of
size of the prior acquisition, whil@eal value / Timeontrols fordeal value relative the number
of days between acquisitions. Consistent with Haleb& Finkelstein (1999), we also
controlled for potential effects of macroecononvaditions on acquisition activity by entering
a dummy variable for the financial crisis eruptargund 2009, denoted Bsim_Precrash
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3.8 Analytical tools and structure

3.8.1 Analytical tool
For the purpose of analyzing data and testing hnhgssts, SPSS 22.0 has been used. The

decision rule has been to accept significance $eved maximum of five percent. However, in
those cases where deemed relevant to discusssreauligher levels, significance levels of ten
percent have been accepted. The SPSS tests afipiedjhout the thesis process include:
Independent Samples t-Test, Means test, Descripging frequency analysis, and Multiple
Linear Regression. Given that we exclusively ineludore than one independent variable in
the regression analyses, we will use Adjusted Rusgliinstead of R-squared as the coefficient
of determinatiof (Myers, Montgomery & Anderson-Cook, 2009).

3.8.2 Structure of Regression Analysis
Each acquisition dimension and its correspondingolthesis is represented by a unique

regression model, adding up to a total of five (slodmodel V) models. Following the
research structure of Kengelbach et al. (2012)maaeen & Keil (2008) and Haleblian &
Finkelstein (1999), Model | — model V are built upa base model including a selection of
control variables, which is the same for all fivedels. In all of the models, both CAR and
BHAR are used as the dependent variable with CARmog two event windows and BHAR
covering three event windows.

Overall, the adjusted R-square values reportedeémh model are relatively low, ranging
between 0.026-0.047 for the base model and 0.02%20or models I-V. However, the reported
values are in line with the majority of previous Mé&studies and are deemed expected
whenever abnormal returns are applied as the dependriable (Haleblian & Finkelstein,
1999; Kengelbach, et al., 2012; Ismail, 2008). $&me goes for our reported beta coefficients,
which indicate the magnitude of the variables’ ictpan the dependent variable (Myers,
Montgomery & Anderson-Cook, 2009). Also here, Kdhgeh et al. (2012) and Haleblian &
Finkelstein (1999), who study similar acquisitiapitcs, come across similar levels in their
studies, making us confident in the validation of results.

3.8.3 Robustness of Regression Models
Before proceeding with the multiple linear regreasi multicollinearity was tested for in the

regression models. Similarly to Kengelbach et 201@) some alterations to the variable
specification had to be made in order to prevenamae inflation. The yearly dummy variables
were excluded from the models as well as the duramgbles for acquisition tygeOnce that
procedure was done, no multicollinearity problenesendetected in any of the models, showing
strong implications that none of the independeniattes used in the regressions were highly
linearly related, thus not causing problems innesting the regression coefficients. A general

3 R- squared is a measure of the amount of reduirtithe variability of the dependent variable usimdependent
variables. Adjusted R-squared is often used wheeratindependent variable enter the regressicutomarize
the fit of the model, as it takes into account mlkenber of variables included. R-squared typicaligréase the
more variables that enter, while Adjusted R-squaypitally decrease.

4 Dummy variables were created for each acquisitige respectively, adding up to five dummy variable
DUMHORIZONTAL, DUMVERTICAL, DUMSUBSTITUTE, DUMDIVERSIFICATION,
DUMCONGLOMERATE.
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rule of thumb is that the variance inflation fadf@gtF) should not exceed 10 (UCLA: Statistical
Consulting Group, 2014). In all models, the VIFued displayed ranged between 1.015-1.879;
well within an accepted level, making the autharefident in ruling out multicollinearity of
theith independent variable with the other indepengarniables in the models (Belsley, Kuh,
& Welsch, 1980).

Additionally, autocorrelation was tested for befpreceeding with the analyses. In all of the
regression models, the Durbin-Watson values ramgdaeen 1.515-1.840, which is within

accepted levels (Myers, Montgomery & Anderson-Ca2)9).° Given that our robustness

analysis points towards it being highly unlikely father multicollinearity or autocorrelation

to bias the regression analyses and its coeffjghte foundation for proceeding with the
multiple linear regressions has been laid.

> The Durbin-Watson statistic is used to test far pnesence of autocorrelation, and more specifidatlicates
whether any correlation among the residuals (ptedierrors) is detected from a regression analyidie value
of the Durbin-Watson statistic ranges from O té\d.a general rule of thumb, the residuals are uetaied if the
Durbin-Watson statistic is close to 2, and an atgkfevel of Durbin-Watson values lies betweend & Value
close to 0 indicates strong positive correlatiohjleva value of 4 indicates strong negative cotiafa
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4. Empirical results
In the following section the empirical results fréime descriptive and regression analyses will

be presented, the hypotheses will be supporte@jected and the differences between CAR
and BHAR will be displayed.

4.1 Descriptive results
Prior to testing specialized experience per seattibors tested whether any differences with

respect to acquisition performance, CAR or BHAR,raveletectable. For this purpose,
Independent Samples t-Tests were conducted congpau@ans, with the aim of investigating

whether certain elements of the acquisition din@rgiare connected to better acquisition
performance than others. The results will serve disst indication on whether specialized

experience may differ from absolute experience ot, mand as such whether further
investigation by conducting regression analysesasvated for. The mean value results here,
combined with the forthcoming regression analysel, provide a more all-encompassing

picture to base an analysis on. Below we discussrhin findings from independent samples
t-tests.

4.1.1 Culture
It is of interest to establish whether acquireesraore or less successful depending on which

European region they select their targets from. &alyses indicate that there are significant
mean differences in acquisition performance betwberEuropean target regions. The CAR
results displayed in table 6 provide a first intima of which regions acquiring firms should
avoid when choosing targets. First, one can eslhedetinguish Southern Europe and the
Baltics as two target regions in which acquirimg® exhibit the most negative abnormal return
performance.

Table 6 - Mean differences; Target region

CAR
Western Europe Southern Europe Northern Europe Central/Eastern Baltics

7 days 61 days 7 days 61 days 7 days 61 days 7 days 61 days 7 days 61 days
Western 114% 238% -0,07% 0.07% -0.49% 0.42% 1.86% 4.30%
Europe (297)*  (258)% (-0,13) (0,07 (-0,88) (0,34) (0,72) (3.53)*==
Southern -1,14% -2,38% -1,20%% -2,30% -1,62% -1,96% 0,72% 1,92%
Europe (2972 (-2,58)%=® (-2,17)2* (-1,92) (2,45 (-1,44) (0,43) (1,38)
Northern 0.07% -0.07% 1.20% 2.30% -0.42% 0.35% 1.92% 4.22%
Europe (0,13) (-0,07) 2,17y (1.92)* (-0,59) (0,.25) (0,76) (2.97)%==
Central/Eastern 0.49% -0.42% 1,62% 1,%6% 0.42% -0,35% 2.34% 3,88%
Europe (0,38) (-0,34) (2.45)%® (1,44) (0,59) (-0,25) (0,80} (2.46)%*
Baltics -1,86% -4.30% -0,72% -1.92% -1,92% -4.22% -2.34% -3.88%

(-0,72) (-3,53)=== (-0.43) (-1,38) (-0.76) (-2,93)%== (-0,30) (-2.46)%=

t-statistics are in parentheses

*significant at 10 %; ** significant at 5 %; *** significant at1 %

There are significant differences between Soutkemope and the rest of the regions, except
the Baltics. The fact that targeting firms in Saurth Europe seems to impact acquisition
performance more negatively, as indicated by tlyatieet-statistic values, compared to other

6 As stated in the theory section, acquisition din@ms constitutgeography, industry, firm-sizeuch
dimensions possible for management to control.
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regions, may not come as surprise seeing that ittendial crisis hit Southern Europe
particularly hard. The largest mean difference hsesved between Southern and Western
Europe, at a significance level of 1%. The samdeanies can be distinguished for the Baltics,
which also seems to be a target region in whichuiaes exhibit more negative abnormal
returns compared to Central/Eastern Europe anctiedlgaNestern and Northern Europe.

A second interesting finding is that, in generag CAR differences tend to increase the longer
time-period we look at. At this stage of the analysve can thus conclude that, looking at
Southern Europe and the Baltics, the CAR performmaead to decrease relative the other
regions when moving from short-term to mid-ternthia analysis.

The BHAR results presented in table 7 are relatigehilar to those found through the CAR-
method. Acquiring firms tend to perform worse aftargeting corporations from Southern
Europe and the Baltics. One difference from the Cé&ults worth pinpointing is that the trend
discussed above, with differences in CAR betwegores increasing the longer the time-
period, is not evident to the same extent for BHAR.in all, no methodological time effect
can be distinguished for BHAR performance.

Table 7 - Mean differences; Target region

BHAR
Western Europe Southern Europe Northern Europe Central/Eastern Baltics

7days #ldays 1vyear | 7days 6ldays 1year | 7days 61days 1vyear | 7days 6ldays 1year | Tdays 61days 1year
Western 061%  2.53%  677% | -016%  0,59%  -003% [033%  132%  011% 296%  4001%  -123%
Europe (L75)* (2.80)%** (2,75)**%( (-032) (047) (-001) | (0.61) (0.95) (0.03) | (L16) (3.44)*** (-0.06)
Southern 061% -2,53% -677% 0,76% -1,93% -6,80% | -028% -121% -667% | 233%  148% -803%
Eurape (-1,75)% (-2,80)%2% (-2,75)%** (-139) (-1,96)* (-231)%% (-049) (-090) (-197)®| (L61) (113} (077}
Northern 016%  -059%  003% | 0.76% 195%  6.30% 049%  073%  013% | 312% 343% -122%
Europe (032) (047) (001) | (139) (196)* (231)** (071)  (052) (004) | (L18) (247)* (-0.09)
Central/Eastern| _033%  -132% -0,11% | 028%  121%  667% | -049% -073% -0.13% 263% 269% -136%
Europe (-0.61) (-095) (-0,03) | (0.49) (090) (197) | (-0,71) (0,32} (-0.04) (1,05)  (1,75) (-0,08)
Baltics -296%  401% 125% | -235% -148% B.03% | -3.12% 343% 122% -263%  -269% 136%

(-1,16) (-3:44)%%% (006) | (-1,61) (-1,13) (077) | (1,18) (-247)** (0,09) | (-1,03) (-1,75) (0.,08)

t-statistics are in parentheses

* significant at 10 %; ** significant at 5 %; ** significant at 1 %

4.1.2 Industry
When acquiring a firm, we have come across resshiswing it does seem to matter,

performance wise, how related or unrelated the isoguand target firms are in terms of
industry distance. Consistent with above, we cotetliindependent samples t-tests to see
whether acquisition performance differs dependingifoa horizontal, substitute, vertical,
diversificationor conglomeratecquisition has taken place.

The main finding of interest when studying CAR freable 8, is that executing a diversification
acquisition appears to have a negative impact guoisition performance relative other types
of acquisitions. Performing a diversification acition leads to worse performance for
acquirers than performing a horizontal, substitateconglomerate acquisition, with the
decreased CAR performance ranging between 2,149843\Gwer abnormal returns compared
to previously mentioned acquisition types. Althougbse results are highly and moderately
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significant at 1 and 5% respectively, they are @igpificant when measuring a mid-term event
window.

Table 8 - Mean differences; Acquisition types

CAR
Horizontal Substitute Diversification Vertical Conglomerate

7 days 61 days 7 days 61 days 7 days 61 days 7 days 61 days 7 days 61 days

Horizontal -0,23% -1,60% 0,20% 2,14% 0,71% 0.42% 0,62% -0,08%
(-0.41) (-1.40) (0.34) 2.11)** (1.25) (0.35) (1.65) (-0,097)

Substitute 0.23% 1,60% 0.43% 3.74% 0.94% 2.02% 0.85% 1,52%

(0.41) (1,40) (0,66) (2,52)%== (1.42) (1.31) (1,63) (1,23)
Diversification -0.20% -2,14% -0,43% -3,74% 0,51% -1,72% 0,42% 222%

(-0.34) (2,11)%= (-0,66) (-2,92)%== (0.77) (-1,18) (0.77) (-2,20)**
Vertical -0,71% -0,42% -0,94% -2,02% -0,31% 1.72% -0,08% -0,30%

(-1,25) (-0,35) (1.42) (-1,31) (-0,77) (1.18) (-0,17) (-0,35)
Conglomerate -0,62% 0,08% -0,85% -1,52% 042% 2.22% 0,09% 0,50%

(-1.65) (0,087) (-1.63) (-1.23) (-0.77) (2.20)%* (0.17) (0.39)

t-statistics are in parentheses

* significant at 10 %; ** significant at 5 %; *** significant at1 %

In the case of BHAR, displayed in table 9, a simifend regarding diversification can be
distinguished, now also displaying statisticallywér performance compared to vertical
acquisitions when measuring long-term effects.

Table 9 - Mean differences; Acquisition types

BHAR
Horizontal Substitute Diversification Vertical Conglomerate

7days 6ldays 1year | 7days 6ldays lwear | 7days 6ldays 1year | 7days 6ldays 1vear | 7days 61days 1 year
Horizontal 000% -1.73% -0.71% | 046% 2350% 3.55% | 094% -016% -32% | 1.04% 062% 3.18%
(0,002) (-148) (-022) | (077) (241)** (101) | (162) (0.11) (-139) [(278)**= (0,70) (1.21)
Substitute 0,00% 1,73% 0.,71% 046%  423%  425% | 084%  158% 44%% | 1L04% 236%  3.85%
(0.002) (148)  (0.22) (069) (3,14)%%% (1,05} | (137) (0.83) (-084) | (192 (1,76)* (1.02)
Diversification | 046% -2,50% -3,55% | -0.46% -423% 4235% 048% 265% -874% | 058% -187% -037%
(077) (2417 (-101) | (-0.69) (-3.14*** (-1.05) (074) (147 (-165)*| (L16) (L77® (-0.09)
Vertical 084%  016%  52% | -094% -13%% 449% | 04%% 265%  574% 010%  07%%  83%%
(-1.62) (0,11} (1,39} (-1,37}  (-0.83) (094) | (-0.74) (147} (L&5F (0,21} (0.53)  (2,00%*

Conglomerate -1.04% -062% -3,18% | -104% -236% -389% | -058% 187% 03T% | -010% -0.78% -338%

(-2,78)%=*% (-0,70) (-121) | (-1.92)* (-1,76)* (-1,02) | (-1,16) (1.77)* (0,09) | (-021) (-0.53) (-2,0)**

t-statistics are in parentheses

* significant at 10 %; ** significant at 5 %; *** significant at1 %

The major difference from previous results is that,BHAR, conglomerate acquisitions also
show statistically significant results. According bur mean value results, performing a
conglomerate acquisition strongly appears to haveegative influence on acquisition
performance relative horizontal, substitute andie@racquisitions, with the decreased BHAR
performance ranging between 1.04%-8.38% lower ababrmreturns compared to three
acquisition types mentioned above. These resudts@aead over all three significance levels.
However, executing a conglomerate acquisition ightly less negative for acquirers
performance wise compared to diversification, asresults show on a moderate significance
level of 10% that conglomerate is 1,87% more sigfaéthan diversification acquisitions.
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The prevalent trend which can be spotted both #®iR@nd BHAR is that relative each other,
acquiring targets with higher industry proximityttee acquirer seems to yield higher abnormal
returns, indicated by the negative coefficients doversification, vertical and conglomerate
acquisitions (although with various significancedks).

4.1.3 Indigestion and size

A good first indication of if and when acquireradigo be subject to indigestion can be provided
for by investigating whether any performance ddfezes can be observed betweamall,
medium, largeandvery largeacquisition deals. Achieving high significance xalefor the
CAR (table 10) and BHAR (table 11) results provednewhat difficult. However, the one
significant finding observed regardless of methsdhat acquirers appear to be less successful
when acquiring very large targets, in monetary @aktompared to small, medium and large
deals. This result is only significant on a midatdrasis regardless of method used.

Table 10 - Mean differences; Deal size

CAR
Swall Medium Large Very Large

7 davs 61 days 7 days 61 days 7 davs 61 days 7 davs 61 days

Small 0,10% 1.30% 0.16% 2.11% 0.34% 3.80%
(0.21) (1,08) (0,33) {1,87)* {0,63) (3,14)*%*

Medium -0,10% -1,30% 0.06% 0.82% 0.23% 2.52%

(-0.21) (-1,08) (0.15) (1,01} (0.34) (2,73)7%%
Large -0,16% -2.11% -0,06% -0,82% 0,18% 1,70%

(-0.33) (-187)* (-0.13) (-1,01) (0,42) (2.02)*
Very Large 0,34% 3.80% 023% 2.51% 0,18% 1.70%

{-0,63) (-3,14)%%* (-0,54) (-2,73)%%* (-0,42) (-2,02)%*

t-statistics are in parentheses

* significant at 10 %; ** significant at 3 %; *** significant at1 %

Although the results on a short- and long-term ase more elusive as no statistical
significance was detected, one can still identifgemeral tendency for both BHAR and
particularly CAR; the longer the time-period stud]ithe greater the magnitude of the higher or
lower abnormal return performance relative otheal d&zes. In short, acquirers appear to be
increasingly less successful in their transactibeslarger the target firms and thus deal sizes
are, and the longer time-period being investigated.
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Table 11 - Mean differences; Deal size

BHAR
Small Mediwm Large Very Large
7 days 61 days 1 year 7 days 61 days 1 year 7 days 61 days 1 year 7 days 61 days 1 year
Small 0.33% 0.24% 11.93% L0.09% 1,02% 227% 0,06% 2.60% 2.09%
(-0.71) (0,19) (-0.47) (-0.21) (0.36) (0,62) (0.12) (2,09)%* (0.55)
Medium 0,33% 0.24% 1.93% 0.24% 0,73% 419% 0.40% 235% 402%
(0,71) (-0,18) (0.47) (0.64) (0,82) (1,62) (0,39)  (231)%F (1,41)
Large 0,09% J1.02% 227% 0.24% 0.78% _419% 0,16% 1,57% 017%
©21) (086  (062) | (068  (08)  (162) ©37)  (182F  (008)
Very Large -0,06% -2.60% -2,09% -0.40% -2.35% -4.02% -0,16% -1.57% 0.17%
(-0,12)  (-2,097F  (-0.35) (-0.89)  (-=231pF  (-141) (-037)  (-1,82) (0,08)

t-statistics are in parentheses

* significant at 10 %; ** significant at 5 %; = significant at1 %

Although the Independent Samples t-Tests show sdwaemixed results comparing BHAR
and CAR and the different acquisition dimensionsvah the significant differences identified
provides moderate statistical evidence that ingustfatedness, geography and deal size
matters with respect to acquisition performanceis Tinding supports the relevance of
proceeding with more in-depth analyses, by condgdinear multiple regressions.

4.2 Linear Multiple Regressions
The results from the linear regression analyselsh&ilpresented in the following (See Tables

12-13 for full results), dedicating each hypothesid its corresponding independent variables
a separate sub-section. Given the analysis abawadprg some evidence that acquisition
performance differs depending on degree of industigtedness, geographic location of target
firms, and deal size of the transaction being eteztuthe results from the regression analyses
come as somewhat of a surprise, with many of tipatineses in fact being rejected. Allow us
to guide you through why, in which cases, and tatvéxtent rejection has been sanctioned.
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Table 12 - Multiple linear regression analysis with 7 day and 61 days cumulative abnormal returns as the
dependent variable. To control for heteroscedasticity standard errors are used along all model specifications and
presented in parentheses. All data are obtained from Datastream and Zephyr. ***, ** and * denote statistical
significance at the 1%-, 5%- and 10% level.

Table 12 - Linear Regression Analysis
CAR Model I Model I1 Model III Model IV Model V

7days 6ldays| 7days 61days| 7days 61days| 7days 61days| 7days 61days

Absolute Experience 0,002 0,002
(0,001)**  (0,001)*

Specialized Industry 0,002 0,002
Experience (0.001)  (0,003)

Specialized Relative ©0,002 0,003

Size Experience ©001)  (0,002)

Acquirer to target 0006 0004 | 0005 0003 | 0005 0004 [ 0005 0003 | 0005 0,003
similarity_Region (0.005)  (0.014) | (0005  (0014) | (0008  (0014) | (0005  (0014) | (0,005  (0.014)

Acquirer total 0014 0015 | 0015 0015 | 0015 0016 | 0015 0015 | 0014 0015
assets (log) (0,002)*** (0,004)*%(0,002)*** (0,004)***[(0,002)*** (0,004)***|(0,002)*** (0,004)***(0,002)*** (0,004)***

Time from previous 0000 0000 | 0000 0000 | 0000 0000 | 0000 0000 | 0000 0000
acquisition (days) 0000)  (0.000) [ (0.000) (0,000 | (0,000) (0,000) | (0,000)  (0,000) | (0,000) (0,000

Deal value / Time 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

(0,000)  (0,000)* | (0,000) (0,000)* | (0,000) (0,000 | (0.000) (0.000)* | (0,000) (0,000)*
N Observations 1717 1717 1717 1717 1715 1715 1717 1717 1711 1711
Adjusted Rsquare 0,050 0,030 0,052 0,031 0,049 0,029 0,048 0,030 0,048 0,030
standard errors in parantheses

* significant at 10 %; ** significant at 5 %; *** significant at1 %
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Table 13 - Multiple linear regression analysis with 7 day, 61 days, and 1 year buy-and-hold abnormal returns as the dependent variable. To control for heteroscedasticity standard errors are used along
all model specifications and presented in parentheses. All data are obtained from Datastream and Zephyr. ***, ** and * denote statistical significance at the 1%-, 5%- and 10% level.

Table 13 - Linear Regression Analysis
BAHR Model I Model IT Model 111 Model IV Model V

7days  61days 1year 7 days 61 days 1year 7 days 61 days 1year 7 days 61 days 1year 7 days 61 days 1year

Absolute Experience 0,002 0,002 0,013
(0,001)*** (0,002 (0,004)***

Specialized Industry 20,003 0,002 0,011
Experience (0,001)** (0,003) (0,010)

Specialized Relative 0,002 0,002 0,018

Size Experience (0,001)** (0,003) (0,008)**
Acquirer to target 0,003 0,003 0,004 0,003 0,003 0,002 0,004 0,004 0,005 0,003 0,003 0,003 0,003 0,003 0,008

(0,005) (0,015) (0,043) (0,008) 0.015) (0,043 (0,008) (0.015) (0,043) (0,005) (0,015) (0,043) (0,005) (0,015) (0,043)

0,012 0,020 0,041 0,013 0,021 0,044 0,013 2,021 0,045 0,013 0,021 0,044 0,012 0,021 0,041
assets (log) 0,002)°**  (0,005)°**  (0,013)*** | (0,002)***  (0.004)*** (0,013)°*** [(0,002)***  (0,004)°**  (0,013)*** [(0.002)***  (0,005)***  (0013)*** |(0,002)***  (0,005)***  (0,013)***

Time from previous 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
acquisition (days) ©000)  ©000) (0000 | (000  (0000) (000  [©00 ©000) (000 |00 o) (o) 000  (0000) (0,000

Deal value / Time 0,000 0,000 0,000 0,000 0000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

(0,000) (0,000) (0,000) (0,000) (0,000)  (0,000) (0,000) (0,000) (0,000) (0,000) (0,000) (0,000) (0,000) (0,000) (0,000)
N Observations 1716 1713 1604 1716 1713 1604 1714 1711 1602 1716 1713 1604 1710 1707 1598
Adjusted Rsquare 0,042 0,026 0,031 0,044 0,027 0,032 0,039 0,026 0,026 0,039 0,026 0,027 0,037 0,025 0,028
standard errors in parantheses

* significant at 10 %; ** significant at 5 %; *** significant at1 %
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4.2.1 Control variables
Controlling for deal size, exceedingly interestiegults can be presented (see Table 12-13).

Significant positive coefficients were observed tioe control variableleal value indicating
that firms engaging in larger deals on averagehheher abnormal returns compared to firms
engaging in smaller deals. Thisal valuefinding is in isolation of the acquirer’s size,ather
words, no consideration of relative size has ba&srt at this stage (further investigation on
this matter in later sections). Surprisingly, aipes impact of deal size on performance seen
in the regressions stands in direct contrast tontlkean value analysis above, where it was
indicated, when studying performance differencealisolute abnormal returns between two
size intervals, that targeting smaller firms was@successful. A potential explanation for this
differential could be that deal value only showsipee significant impact on CARs when
measured over a short-term event window in theessgons, while when comparing means in
isolation of other variables as in previous sectawal value was only significant on a mid-term
basis regardless of method. Given the differentssigdicated by the respective tests, the time-
period being studied seems influential on the perémce result. The results from the BHAR-
analysis are similar to the CAR results. Howevkral valuealso seems to have a positive
impact on BHAR when analyzing mid-term performarasel, to some extent, long-term
performance. These results are only moderatelyfggnt though at 10%, framing the short-
term result as more reliable.

Controlling for the size of the acquirer, our résyirovide strong evidence for smaller acquiring
firms exhibiting higher abnormal returns compaethtger acquirers, as shown in table 12 and
13 above. The coefficients for tlaequirer total assetsariable display, with no exception,
negative values for all models and over all eveintdews. This result is consistent with recent
studies, where scholars such as Laamanen (2008)laelter, Schlingemann and Stulz (2004)
found that smaller firms are likely to experiennereasing abnormal returns proportionately
more than larger firms.

Additionally, significant time-effects are also ebged. The abnormal returns yieldster the
financial crisis were higher compared to beforedhsis began, as indicated by the negative
beta coefficients of the dummy variable Dum_Prdcrasespective of CAR or BHAR. This
finding was highly unexpected, as our initial belieas that the after-chock of the financial
crisis would linger for several years. As this does seem to be the case on the acquisitive
arena makes us wonder whether the burdened worlkktafter the crisis led acquirers to be
more cautious and thus overvalued target deals Bes3$ also prepared better for post-
acquisition integration. Worth noting is that theefficient increases along with the event
window, where we for example identify a beta cagéint of -0.012 for the 7 day event window
in table 13 while the 1 year beta coefficient fog same variable is -0.161, both significant at
the 1% significance level.

The remaining control variables show no significamplanatory influence on acquisition
performance. The beta coefficient of the varidbéal value / Timés significant at 10 % when
using CAR and the event window is 61 days, howdwebeta is 0.000 indicating no influence
on the dependent variable.
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4.2.2 Independent variables
We now go through the regression results of theepeddent variables used to test the

formulated hypotheses. The differences betweeshb#-, mid- and long-term event windows
will be discussed for each hypothesis as well addifferentials in results between CAR and

BHAR.

4.2.2.1 Hypothesis 1: Absolute experience

The theoretically based Hypothesis 1 asserts thatlationship or a negative relationship
exists between absolute experience, as measurtk lguantity of all previous acquisitions,
and acquisition performance; a hypothesis for whigh find evidence to support. The

Table 14 - Model I

CAR BHAR
7 days 61 days 7 days 61 days 1 year
Constant 0,071 0,144 0,058 0,141 0,332
©011)°**  (0,025)°** ©O11)***  (0.027)°**  (0,079)***
Absolute Experience 0,002 0,002 20,002 0,002 20,013
(0,001)** (0,001)* (0,001)*** (0,002) (0,004)***
Sepcialized
Geographic Experience
Specialized Industry
Experience
Specialized Deal
Size Experience
Specialized Relative
Size Experience
Acquirer to target 0,001 0,006 0,002 0,004 0,020
similaxity_Country (0.005) (0.,011) (0,005) (0,012) (0,033)
Acquirer to target 0,006 0,004 0,003 0,003 0,004
similarity_Region (0,005) (0.014) (0.005) (0.015) (0.043)
Acquirer to target 0,000 0,008 0,005 0,004 0,011
similarity_Industry (0,003) (0,008) (0,003) (0,009) (0,025)
Acquirer total 0,014 0,015 0,012 0,020 0,041
assets (log) (0,002)***  (0,004)*** (0,002)***  (0,005)***  (0,013)***
Deal Value (log) 0,011 0,002 0,009 0,009 0,024
0.002)***  (0,005) 0.002)***  (0,005)* (0,015)
Time from previous 0,000 0,000 0,000 0,000 0,000
acquisition (days) (0,000) (0,000) (0,000) (0,000) (0,000)
Dum_Precrash 0,017 0,045 0,012 0,041 0,161
0.009°**  (0,009)°** ©004)°**  (0,009)°**  (0,027)***
Deal value / Time 0,000 0,000 0,000 0,000 0,000
(0.000) (0.000)* (0.000) (0.000) (0.000)
N Observations 1717 1717 1716 1713 1604
Adjusted Rsquare 0,050 0,030 0,042 0,026 0,031

standard errors in parantheses

* significant at 10 %; ** significant at 5 %; *** significant at 1 %

regressions show a significant negative relatignbbiween absolute experience and abnormal
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return as presented in table 14, leading us tatréje null hypothesis which expected absolute
experience to positively impact performance. Thsuit is prevalent for both short- and mid-
term event windows using the CAR-method. The resuk also significant on short- and long-
term event windows using the BHAR-method on a 18fmifcance level. Clearly, absolute
experience appears to be burdening firms ratherhiegping them.

We see no difference in the magnitude of the negatoefficients between the CAR- and

BHAR-method. A decline in the beta value can besoled for the long-term event window of

1 year, compared to the short- and mid-term evamdows, indicating that absolute experience
has a more negative impact on acquisition perfoomavhen observed for a longer period of
time after the acquisition has been completed.

Including absolute experience in the regressionehdal not change the total quality of the
model, as adjusted R-square values of 0.050 foilChR-model and 0.042 for the BHAR-
model even lies above corresponding values fob#s® model where absolute experience is
excluded.
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4.2.2.2 Hypothesis 2: Culture
The aim here is to test the prediction formulatedugh hypothesis 2, that specializing in a

geographic context by gaining experience from atjons within the same country as the
focal target firm, enhances acquirers’ performance.

Table 15 - Model II

CAR BHAR
7 days 61 days 7 days 61 days 1 year

Constant 0,069 0,142 0,056 0,139 0317

©O1)***  (0.024)*** ©O1***  (0027)***  (0,078)***
Absolute Experience
Sepcialized 0,002 0,004 0,003 0,004 0,020
Geographic Experience (0,001)***  (0,002)** (0,001)***  (0,002)** (0,006)***
Specialized Industry
Experience
Specialized Deal
Size Experience
Specialized Relative
Size Experience
Acquirer to target 0,005 0,001 0,007 0002 0012
similarity_Country (0,005) (0,011) (0,005) 0,012)  (0,034)
Acquirer to target 0,005 0,003 0,003 0,003 0,002
similarity_Region (0,008) (0,014) (0,006) 0.015)  (0,043)
Acquirer to target 0,000 0,006 0,005 0004 0012
similarity_Industry (0,003) (0,008) (0,003) (0,009)  (0,025)
Acquirer total 0,015 20,015 20,013 0021 0,044
assets (log) (0,002)***  (0,004)*** (0.002)***  (0,004)*** (0,013)***
Deal Value (log) 0,011 0,003 0,009 0010 0,026

(0,002)*** (0,005) (0,002)*** 0,005)* (0,015)*
Time from previous 0,000 0,000 0,000 0,000 0,000
acquisition (days) (0,000) (0,000) (0,000) (0,000)  (0,000)
Dum_Precrash 0,017 0,046 0,012 0,043 0,161

0.009***  (0,008)*** 0,004)°**  (0,009)*** (0,027)***
Deal value / Time 0,000 0,000 0,000 0,000 0,000

(0.000) (0.000)* (0,000) (0.000)  (0.000)

N Observations 1717 1717 1716 1713 1604
Adjusted Rsquare 0,052 0,031 0,044 0,027 0,032

standard errors in parantheses

* significant at 10 %; ** significant at 5 %; *** significantat1 %

Opposite to what we expected, table 15 shows thatrésults orspecialized geographic
experienceare consistent with the ones observed for absekjperience. That is, a significant
negative relationship between specialized geogecagtperience and acquisition performance
can be detected, which stands in direct oppoditidine hypothesized relationship. The negative
impact is significant on at least a 5% significateeel for all event windows using both CAR
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and BHAR for depicting acquisition performance. Tasults are significant on a 1% level for
the short-term and long-term event window.

The coefficients for the short-term and mid-terner@windows resemble each other between
the CAR- and BHAR-method. Worth noting is the deeliof the beta coefficient when
measuring acquisition performance long-term. The keefficient is then -0.020 as opposed
to -0.002 to -0.004 for the short- and mid-termreweindows. It seems as though the negative
relationship between acquisition performance arstigfized geographic experience is larger
when performance is observed for a longer periotinedé after the acquisition, just as in the
case of absolute experience.

4.2.2.3 Hypothesis 3: Industry

Similarly to above, specializing towards one spedifdustry when acquiring appears to
negatively influence subsequent performance, ecielkrby a negative relationship between
specialized industry experience and acquisitiorfoperance revealing itself in our results.
However, enteringpecialized industry experieno#o the regression model to test hypothesis
3, which predicted positive impact on performanfcadquirers gain acquisition experience
within the same industry repeatedly, provided amhe significant result overall. As seen in
table 16, detected for a short-term event windguecglized industry experience impacts
negatively on BHAR performance. Once again, thei@ant negative relationship or overall,
lack of significant results, stands in contrasthe stated hypothesis. Acquirers seem to not
benefit from the experience of acquiring firms frtme same industry repeatedly.
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CAR BHAR
7 days 61 days 7 days 61 days 1 year

Constant 0,069 0,140 0,055 0,138 0,303

©011)***  (0,025)*** ©011)***  (0.027)***  (0.079)***
Absolute Experience
Sepcialized
Geographic Experience
Specialized Industry 0,002 0,002 0,003 0,002 20,011
Experience (0,001) (0,003) (0,001)** (0,003) (0,010)
Specialized Deal
Size Experience
Specialized Relative
Size Experience
Acquirer to target 0,001 0,005 0,003 0.004 0,022
similarity_Country (0,005) (0,011) (0,005) (0,012) (0,033)
Acquirer to target 0,006 0,004 20,004 0,004 20,005
similarity_Region (0,006) (0,014) (0,008) (0,015) (0,043)
Acquirer to target 0,002 0,005 0,008 0,002 0,004
similarity_Industry (0,004) (0,008) (0,004) (0,009) 0,027
Acquirer total 20,015 20,016 20,013 20,021 0,045
assets (log) (0,002)***  (0,004)*** (0,002)***  (0,004)***  (0,013)***
Deal Value (log) 0,011 0,003 0,010 0,010 0,028

(0,002)*** (0,005) (0,002)*** (0,005)* (0,015)*
Time from previous 0,000 0,000 0,000 0,000 0,000
acquisition (days) (0.000) (0.000) (0,000 (0,000) (0.000)
Dum_Precrash 0,015 0,042 0,010 0,038 0,141

0,009°**  (0,008)°** 0.004°*°  (0.009)°**  (0,026)***
Deal value / Time 0,000 0,000 0,000 0,000 0,000

(0.000) (0.000)* (0,000) (0,000) (0,000)

N Observations 1715 1715 1714 1711 1602
Adjusted Rsquare 0,049 0,020 0,039 0,026 0,026

standard errors in parantheses
* significant at 10 %; ** significant at 5 %; *** significant at1 %

As explained in the methodology, the BHAR-methoddeemed more appropriate when
studying longer event windows. However, the resediched here should not be disregarded
simply because the significant result correspoodshbrt-term observation. Furthermore, the
magnitude of this result using the BHAR-methods® @ close proximity to the corresponding
coefficient using the CAR-method.

4.2.2.4 Hypothesis 4: Indigestion & Size

Specialized experience in terms of size also nsafldre effect of specializing towards a certain
size of deal targets, seemingly does not genergierience that positively impact acquisition
performance. The independent variabBsecialized Deal Size Experienard Specialized
Relative Size Experiengeere entered into the regressions separatelyder ¢o test hypothesis
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4, predicting a positive relationship between splem@d experience, as measured by the
acquirer’'s experience from acquisitions of the satvsolute size of the target firm and relative
size of the target firm to the acquiring firm, auisition performance. The results from these
tests are presented in model IV and V, table 171a&hespectively.

Table 17 - Model IV

CAR BHAR
7 days 61 days 7 days 61 days 1 year

Constant 0,069 0,143 0,056 0,140 0,311

©011)***  (0,025)*** ©O11)***  (0,027°**  (0,079)***
Absolute Experience
Sepcialized
Geographic Experience
Specialized Industry
Experience
Specialized Deal 0,002 0,04 0,003 0,003 0,014
Size Experience (0,001) (0,002) (0,001)** (0,003) (0,008)*
Specialized Relative
Size Experience
Acquirer to target 0,000 0,006 0,002 0,005 0,023
similarity_Country (0,005) (0.011) (0,005) (0,012) (0,033)
Acquirer to target 0,005 0,003 0,003 0.003 20,003
similarity_Region (0,008) (0,014) (0,008) (0,015) (0,043)
Acquirer to target 0,000 0,008 0,005 0,004 0,011
similarity_Industry (0,003) (0,008) (0,003) (0,009) (0,025)
Acquirer total 0,015 20,015 20,013 20,021 0,044
assets (log) 0,002)***  (0.,004)*** (0,002)***  (0,005)***  (0.013)***
Deal Value (log) 0,011 0,002 0,009 0,009 0,026

(0,002)*** (0,005) (0,002)*** (0,005)* (0,015)*
Time from previous 0,000 0,000 0,000 0,000 0,000
acquisition (days) (0,000) (0,000) (0,000) (0,000) (0,000)
Dum_Precrash 0,015 0,044 0,010 0,040 0,146

0.004)°**  (0,008)*** 0.004)°**  (0,009°**  (0,026)***
Deal value / Time 0,000 0,000 0,000 0,000 0,000

(0,000) (0.000)* (0,000) (0.000) (0,000)

N Observations 1717 1717 1716 1713 1604
Adjusted Rsquare 0,048 0,030 0,039 0,026 0,027

standard errors in parantheses
* significant at 10 %; ** significant at 5 %; *** significant at1 %

Model IV shows significant results when using BHAR the short-term and long-term event
windows. The significant relationship is negatietvizeen specialized deal size experience and
acquisition performance, which contradicts theestdtypothesis of a positive relationship. The
short-term event window coefficient is significaoh a 5% level and the long-term event
window coefficient on a 10% level. Similarly to preus tests, one can observe that the long-
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term event window beta displays an even stronggathes influence compared to the short-
term event window beta coefficient.

Table 18 - Model V

CAR BHAR

7 days 61 days 7 days 61 days 1year

Absolute Experience

Specialized Relative 20,002 20,003 0,002 0,002 0,018
Size Experience (0.001) (0,002)

(0.001)** (0,003) (0,008)**

Acquirer to target 0,005 0,003 0,003 0,003 0,008
similarity_Region ©0008)  (0014) ©0008) (0015 (0,043

Acquirer total 0,014 0,015
assets (log) 0,002)***  (0,004)***

Time from previous 0,000 0,000
acquisition (days) (0,000) (0,000)

0,012 0,021 0,041
(0,002)*** (0,005)*** (0,013)***

0,000 0,000 0,000
(0.000) (0.000) (0.000)

Deal value / Time 0,000 0,000 0,000 0,000 0,000

(0.000) (0.000)* (0.000) (0.000) (0.000)
N Observations 1711 1711 1710 1707 1598
Adjusted Rsquare 0,048 0,030 0,037 0,025 0,028
standard errors in parantheses

* significant at 10 %; ** significant at 5 %; *** significantat1 %

Model V shows similar results as Model 1V; a sigraht negative relationship between
specialized relative size experience and acquisgi@xformance when using the BHAR-method
for the short-term and long-term event windows.rBetsults are significant at a 5% level. In a
consistent manner, the long-term event window @defft is more negative than the short-term
event window coefficient, indicating a stronger atge impact on acquisition performance
when observed for a longer period of time afterabguisition.

o
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Summary of hypotheses

HO - Rejected

The number of previous successive acquisitions, with no regard to level of similarity between acquisition deals,
has a positive influence on the acquirer's performance during any of the event windows, regardless of
measurement CAR or BHAR

H1 - Supported

The number of previous successive acquisitions, with no regard to level of similarity between acquisition deals,
has either no influence or a negative influence on the acquirer's performance during any of the event windows,
regardless of of measurement CAR or BHAR

H2a - Rejected
The number of previous successive acquisition deals within the same target country as current acquisition,
has a positive influence on the acquirer’s CAR performance during any of the event windows.

H2b - Rejected
The number of previous successive acquisition deals within the same target country as current acquisition,
has a positive influence on the acquirer’s BHAR performance during any of the event windows.

H3a - Rejected
The number of previous successive acquisition deals within the same target industry as current acquisition,
has a positive influence on the acquirer’s CAR performance during any of the event windows.

H3b - Rejected
The number of previous successive acquisition deals within the same target industry as current acquisition,
has a positive influence on the acquirer’s BHAR performance during any of the event windows.

H4a - Rejected
The number of previous successive acquisition deals within the same deal size interval as current acquisition,
has a positive impact upon the acquirer’s CAR performance during any of the event windows.

H4b - Rejected
The number of previous successive acquisition deals within the same deal size interval as current acquisition,
has a positive impact upon the acquirer’s BHAR performance during any of the event windows.

H4c - Rejected
The number of previous successive acquisition deals within the same deal size/total assets interval as current
acquisitions, has a positive impact upon the acquirer’s CAR performance during any of the event windows.

H4d - Rejected
The number of previous successive acquisition deals within the same deal size/total assets interval as current
acquisition, has a positive impact upon the acquirer’s BHAR performance during any of the event windows.
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5. Analysis

The empirical results will now be discussed furthgrusing the theoretical framework as a
reference point, providing the reader with somerigfaand consensus around the main
empirical findings.

5.1 Hypothesis 1: Absolute experience
The primary intention of including absolute expede in current study and as such, test

whether acquirers experience more successful o@samterms of abnormal returns resulting
from gained experience, no matter the degree afasity between consecutive deals, has been
to enable comparative conclusions to be drawn erstfject of specialized experience.

As our empirical results revealed, we found sigaifit negative relationships between absolute
experience and acquisition performance for all ewendows and for both measurements.
These results fully support hypothesis 1, whichestahat no relationship or a negative
relationship should exist. The generated resubtsiratine with the research of Lamaanen &
Keil (2008), Kusewitt (1985), to some degree Hakebland Finkelstein (1999), and
Kengelbach et Al. (2012Haleblian & Finkelstein (1999) found a U-shapedtienship so not
fully comparable to the negative results found ur data, but seeing as they found that
acquisition performance declined and turned negaditer three acquisitions, one can draw
similarities across our results as our data ontjuites serial acquirers having performed a
minimum of three acquisitions. However, the ressigd in opposition to the research of Hitt
et. al (1993), Paine & Power (1984) and Fowler &8t (1989), where all studies came
across findings implying that acquisition experiens positively related to post-acquisition
financial performance.

Looking beyond the significant results, the incee@s magnitude of the negative influence
displayed in table 14 when using the long-term ewendow of 1 year compared to the other
time periods, tells us that absolute experienceaqsto have an even stronger negative impact
on acquisition performance when performance ismiesefor a longer period of time after the
acquisition. One potential explanation could benfibin the line of reasoning regarding post-
merger integration problems highlighted by Shrigaat(1986) and Kengelbach et Al. (2012).
Assuming it takes time for firms to integrate irdoe complete entity after an acquisition
transaction as suggested by Conn et al. (2004)ntihheased negative impact observed for the
long-term window could simply represent the effetcfirms, or the market, finally realizing,
thus represented in the abnormal returns, theitmpact of the problematic process of joining
two firms. As experiential learning is concernedhaboth pre-acquisition processes such as
valuation, and post-acquisition processes suchtagration, these results indicate that having
absolute experience appears not to benefit the geament of post-acquisition processes.

Finding evidence for experience to have a detrialazftect on abnormal returns speaks against
experiential learning being of beneficial valueattmuirers. A negative relationship between
absolute experience and performance shows thahdngérformed one prior acquisition does
not increase the likelihood of a firm succeedinghvd second acquisition, rather it increases
the likelihood of acquisition failure according tar findings. As argued by Roll (1986),
Moeller/Schlingemann/Stulz (2004) and Haleblian &nkglstein (1999), a negative
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relationship could indicate a prevalence of phenmansuch as generalization and hubris.
However, the question of whether these phenomemdeaounter-acted with gaining more
specialized experience, by streamlining ones fdowsards certain acquisition dimensions,
remains to be seen. We therefore find strong suppogoing further and discussing the field
of specialized experience, our main theme of tiesis.

5.2 Hypothesis 2: Culture
Moving on from absolute experience, our findingstioa cultural dimension with respect to

specialized experience find common ground in Keveyeh et Al. (2012) who concluded that
geographic experience does not provide beneficfédcts on subsequent acquisition

performance, implying that one cannot gain acqoisiskills by consistently acquiring firms

from the same country. Notable is that, despitedifference in how geographic experience
was measured between this study and Kengelbach. 2@12) as discussed in the theory
section, empirical results from both studies shosigaificant negative relationship between
specialized geographic experience and acquisitieriopnance. Consistent with absolute
experience, the negative relationship indicates tlwd only does having experience from
performing an acquisition in the same country befuot increase the likelihood of success, it
increases the likelihood of failure. The expectatting from previous acquisitions in regards
to any country-specific culture and policies isréfere not of proving value to acquiring firms.

The cause of the negative relationship could haveral explanations. As previously touched
upon, the risk of generalization may be even highece the experience becomes more
specialized (Haleblian & Finkelstein, 1999) by wafy acquirers taking the similarity for
granted, thus neglecting any deviation between past current acquisition. While this
particular argument extends beyond data in thidystaur data at least shows that experience
from acquisitions within the same country cannaitrderact this risk.

The negative relationship could also be due tdable of geographical diversification from the
acquisitions. As discussed earlier, one of the mostmon reasons for engaging in M&A is
the opportunity for reaching new markets (Grantriitan, 2013) or for diversification to avoid
risk (Andrade et al, 2001; Seth, 1990; Singh & Mmmhery, 1987). As the same acquirer
performing additional acquisitions in the same @agor country is hypothesized to have a
positive impact on acquisition performance, it cbrdther be argued through our results that
acquirers are missing important diversification appnities and suffering from a lack of
synergy effect as new markets are not reached.

Chatterjee et al. (1992), Lubatkin et al. (1999 @ahomsen et al (1996) all argue that the causal
relationships of successful acquisitions — cultgralilarities, and unsuccessful acquisitions —
cultural differences hold true in any acquirer-oget relation, and thus the wider the cultural
gap between two firms, the worse the performanaenwindergoing acquisitions. While this is
claimed for the acquirer-to-target relationshipcléarly does not hold true for the target-to-
target perspective, as our specialized experieeselts on geography demonstrates. Let us
instead suggest that both target-to-target acquirer-to-target similarity is needed to
accomplish synergy effects. In such a case, Buckl€asson’s (1996) and Parkhe’s (1991)
concluding findings would appear more relevant teaar, that cultural differences impede
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knowledge transfer thus destroying acquirer vahdicating that cross-border acquisitions will

always underperform relative domestic acquisitidowever, our data leads us to reject this
explanation as well, as our control variables taparer-to-target similarity on geography show
non-significant results.

Further, our findings of a negative relationshiptiyafind support in the diminishing returns
hypothesis (Ismail, 2008), as our results with eespo geographic target-to-target similarity
would indicate a trend of declining excess retdionsicquirers along a sequence of acquisitions.
However, the reason for only partial support lrehie assumption on which the theory is based;
the more firms being acquired, the best target dppiies are removed from the investment
opportunity set leaving acquirers with less attv@ctleals further ahead in time, hence the
diminishing returns along a sequence of acquisstitmour data sample spanning 10 years, we
take no consideration of when in time acquirers eniddeir first acquisition. Thus, it remains
unsaid whether abnormal returns exhibited by awniaegare generally higher than the returns
exhibited by a different acquirer targeting firmmerh the same country, but execute their first
acquisition later in time. Yet, this would havelie the case in order to fully validate the
diminishing returns hypothesis.

Lastly, we observe a decrease of the beta coetffigidben measuring acquisition performance
long-term, hence the negative relationship betwsaformance and specialized geographic
experience is seemingly larger when performanobdserved during a longer time-period. As
failure due to cultural difficulties most likely miéests as companies are in the midst of
integrating, measuring the impact of cultural aspseems most reasonable to do for longer
event windows when the actual merging has stavtextherefore consider the level of the beta
coefficient for the long-term window as most regr@sble in this case and the negative
relationship between specialized geographical espee and acquisition performance should
be assumed to lie closer to the long-term windoeffa@ent rather than the short- and mid-
term coefficients.

5.3 Hypothesis 3: Industry
As presented in the empirics, the industry regoessshowed only one significant result; a

negative relationship between specialized induskgerience and acquisition performance
when using BHAR. As the hypothesis predicted atp@srelationship, our result stands in
contrast to the hypothesized belief. However, we thés result as inconclusive as the one
significant result came from the short-term evenbhdew using the BHAR-method, a
combination that by theory is seen as less optiMahce, there seems to be no relationship
between specialized industry experience and adiungberformance. The results are similar
to the ones found in the research of Kengelbadl.€2012), which showed that specialized
industry experience did not have a significant uaefice on acquisition performance as
measured by abnormal returns. Although they medsadristry experience on a higher level,
only separating between related and unrelated daaisesults still find evidence for the same
trend. Seeing as, to our knowledge, there are miofustudies in existing acquisition literature
investigating specialized experience per se, waagsut our results in relation to any opposing
findings.
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The perceived lack of a relationship between sjizedhindustry experience and acquisition
performance indicates that having performed an iattogun within the same industry before,
does not increase the likelihood of acquisitioncess. As a negative relationship cannot be
shown either, we find no support in our data fer generalization phenomena being amplified
by having more specialized experience within tlteigtry dimension.

Studying the descriptive results from our initiah@rical analysis in regards to the industry
dimension, some significant differences in acqusiperformance were indeed identified. The
t-tests showed lower abnormal returns for divesatfon acquisitions using CAR,
complemented by conglomerate acquisitions whengu8rAR, compared to all other
acquisition types. As the results show quite suttstiadifferentials in abnormal returns, with
by example conglomerate acquisitions yielding upBi88% lower abnormal returns than
vertical and diversification up to 4.23% lower almal returns than substitute acquisitions as
seen in table 16, this would indicate that an irtgodrfactor regarding the industry dimension
of acquisitions is to keep some relatedness ta@ohe business when choosing targets. When
putting these results in relation to previous emagirfindings, some deviations are identified.
Lubatkin (1987) discovered that horizontal acqiosg do not outperform conglomerate
acquisitions, which goes against our finding ofibamtal acquisitions exhibiting 1.04% higher
abnormal returns than conglomerate from a mid-tperspective. Furthermore, Chatterjee
(1986) found that unrelated acquisitions outperatirelated acquisitions, which does not hold
true in our study as both horizontal and substisgemingly outperform diversification by
2.14% and 3.74% respectively.

5.4 Hypothesis 4: Indigestion and size
In the context of indigestion, where deal sizdhesscommon denominator in both variables, we

found a significant negative relationship betweethkabsolute- and relative size of the deal,
and acquisition performance. As the hypothesesrdegaindigestion and size predicted a
positive relationship between specialized expeseaod performance, our results stand in
complete opposition of these hypotheses. As nao peaearch, as we know, has been conducted
using these same independent variables, our fisdiagnot be directly compared to any prior
research.

In terms of the time aspect of indigestion, whaspartance is highlighted by the research of
Conn et. al (2004), Kengelbach et Al. (2012) andkBana, Baum & Mannix (2002), we found
no significant proof of indigestion problems in owsearch as both control variables for
indigestion showed insignificant results, and e ¢hse of any significant result, no explanatory
power. Given our data sample, the acquirer’s gtiitabsorb targets therefore seems not to be
a main problem.

Notable from a methodological standpoint, in regaalthe tests within size and indigestion,
is that only the BHAR-method displayed significagsults for these tests, and did so for both
regression models within this dimension. Acrossttiree dimensions that have been tested,
the tests within indigestion and size show the ndifé¢rence in terms of significance levels
between the CAR and BHAR method, and in this caserfble towards the BHAR-method.
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5.5 Methodological implications
In light of practitioners continuing to be subjet distressingly high failure rates of

acquisitions, King et al. (2004) highlight the nded developing the research methods used
and how acquisition performance is being assesseédreeasured. Although not the primary
focus of current thesis, some interesting methagio#b differentials can be distinguished.

Overall, the beta coefficients are relatively sanifor all event windows across all models. In
particular when studying the specialized experieneasures, one cannot distinguish any major
differences in magnitude of the coefficients anagistthe strength of the variables’ impact on
acquisition performance. However, for the contaiablesacquirer total assetanddeal value
there is a tendency pointing towards CAR exhibitmgher values compared to equivalent
BHAR coefficients when measured short-term. Cogtréte BHAR coefficients are higher
than the CARs looking mid-term. In fact, the CARSs dleal value lack significance on a mid-
term basis. For the pre-crisis dummy variable GA&Rs are higher than BHARSs regardless of
time-horizon. Whether the higher short-term valueached here represent more accurate
values, following the line of argument held by Fa(@®98) that CARs better represent
investor’s short-term abnormal returns, yet reméinse supported.

With respect to significance levels, no clear pattean be distinguished as they only differ
slightly between the two methods to a degree wigigh be disregarded. Thus, analyzing
differentials in significance levels do not provideidence to further support Fama’s (1998)
argument that CARs more accurately represent s@ort-excess returns.

The primary finding worth attention relates to thecrepancies found between short-term and
long term event windows. The beta coefficients dbrspecialized experience measures are
more negative when looking at a 1 year event windompared to the short-term and mid-
term windows. Nevertheless, in line with our prexaliscussions it is deemed unlikely for this
discrepancy to be caused by any methodological guitles per se. As Cartwright &
Schoenberg (2006) bring forward, it seems mordylike the cause to be a delayed response
from the market. That is, an effect of the marketfslity to assess accomplished or non-
accomplished synergy effects between two mergimggsi
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6. Discussion and Managerial Implications

The reader will now be provided with a summary I tajor findings, an aggregated
discussion of these findings where the initial a@sk question will be answered, and a dive
down into the managerial implications of our result

6.1 M&A strategy implications
Referring back to the purpose section, we soughtt@@answer the research questitBy

engaging in multiple acquisition of similar traigthin specific acquisition dimensions, can
multiple acquirers affect their acquisition perfance?”, which boils down to the question
whether specialized experience potentially canrblaye away the external influences currently
putting strains on acquisition performance and iog@usiany acquisitions to fail. The research
moves the discussion from acquirer-to-target siityi@o target-to-target similarity.

According to our predictions, it was believed befmnd that learning through acquisition
experience by increasing target-to-target simyawithin certain dimensions, would neutralize,
or even leverage away, the detrimental effects cofuition complexity. We find strong
evidence for this not to be the case. The withstanidend, regardless of acquisition dimension,
throughout the analysis is clear; specialized agpee does have a partial influence on
acquisition performance, but not in the expectesitpe terms.

The negative relationship between specialized éspee and acquisition performance can
have several explanations. Firstly, if focusingtargets within the same country, industry or
size interval yields worse abnormal returns, onédcargue that acquirers, according to our
results, should engage in acquisitions that varpsscdimensions. However, our t-tests for
mean differences show that there in fact are diffees in acquisition performance within the
different dimensions, as for example keeping a évigttquirer-to-target similarity in terms of
industry seems more favorabléence, avoiding to acquire similar firms does miear to be
the solution. Rather, we expect the cause of thielem to lie closer to the arguments presented
within the theories on generalization and hubmsplying that having completed a highly
similar acquisition before, makes one even momyikot to prepare thoroughly enough for a
new acquisition.

The key takeaway from this for managers, academaid,professional services firms is the
following; two acquisitions will never be the san@ne must always prepare thoroughly and
treat each acquisition as unique, and the exp@ldearning should be focused on building
firm processes for how to, for each individual asgion, properly execute valuation, anchor
decisions with stakeholders and integrate firmg-poguisition.

6.2 Event window effects
Further, the magnitude of the negative effect @ieglence on acquisition performance appears

to increase with time, indicating that acquisitiparformance diminishes along time post-
acquisition. One explanation for this can be foumithe line of reasoning regarding post-merger
integration problems highlighted by Shrivastava8@9 and Kengelbach et Al. (2012).
Assuming it takes time for firms to integrate aféer acquisition transaction, as suggested by
Conn et al. (2004), the increased negative implaseiwed for the long-term windows for all
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specialized experience variables, could simply espnt the effect of firms, or rather the
market, realizing the true impact of the problematrocess of joining two firms. The
magnitude of the difference between the short-lang-term event windows implies that only
investigating short-term event windows, as is thenary method within the research field,
could potentially underestimate the impact of edgrere, absolute or specialized, on acquisition
performance, as argued for by Loughran & Vijh (1997

One could argue that even longer time horizons thgear are needed to measure the true
performance post-acquisition. However, in our dai@ple covering 1898 acquisitions in total
stretching over a 10 year period, the average nuwitdays between two consecutive deals is
313 days. Given this, we would deem it insufficiesmimeasure post-acquisition performance
during a time-period stretching beyond 1 year, Bsrty, acquirers execute successive
acquisitions more frequently than so and hence negsiver from any post-merger integration
problems within this time-scope. Notable here & tif experiential learning is limited as our
results indicate, managers of firms engaging inustiipn transactions as a strategy for
corporate development will have to adjust thegtstyic acquisition plans according to the time
required to both recover from the most recent ir@ggn process and sufficiently plan for the
next deal.

6.3 New focus for experiential learning
Our findings of no impact or a negative impact pedalized experience on acquisition

performance, combined with our found support fosddite experience having a negative
impact on abnormal returns, tells us what aboueggptial learning? Our research implies that
learning lacks the desired effect on M&A performares is wished for by practitioners.
Drawing on the empirical findings in this studyrget-to-target similarity within the researched
acquisition dimensions display no learning effdotsthe acquirer. Now, does this tell us that
experiential learning can be disregarded compldlyM&A’s? Of course not. It tells us that
experiential learning in terms of target-to-targenilarity have limited, if any, impact on
acquisition performance. It also tells us thatltkelihood of negative acquirer behaviors, such
as generalization and hubris, being amplified seniscrease, fully off-setting any benefits
the acquirer might have from prior specialized exqree.

While one could argue that there might be otheredisions apart from the three investigated
in this study that impact experiential learningnfra target-to-target perspective, the relevance
of the dimensions can hardly be disputed. The teéum this study should therefore be seen
as a call for a changed focus in regards to expsidearning within M&A. As the primary
takeaway is that one must prepare for every fudaggiisitions separately and to an equal extent
each time, experience should be used to set upgitea and processes for how to conduct this
preparation phase in the most efficient mannenesiagle time. The focus is then shifted from
target-to-target similarities driving learning,agrocess focus that disregards both acquirer-to-
target similarity and target-to-target similarity @ecisive factors of acquisition performance.
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6.4 Future Research
We hope that our research can serve as a baseadoe fesearch within the field of experiential
learning, as the research area still has sevecdirgxareas not yet investigated.

First and foremost, as stated in our delimitationsthis study we limit the data sample to

acquisitions where the acquirer takes ownershik0f% of the target firm’s shares. For future
references, empirically testing experiential leagnfor mergers would be interesting as we
would expect integration issues to differ when fimms merge rather than when one buys the
other. Furthermore, distinguishing between frieratig hostile takeovers would also add value
to the research field as reactions from sharehslded people within the organization should
be affected by the mode of which the acquisitiocaisied out.

Given our research providing support for the gdmtion theory being amplified when
experience becomes more specialized, an intereséixigstep would be to qualitatively study
the acquisition process, both pre- and post-adguisito investigate how successful firms
prepared and executed the acquisition and moréfispdg, how they used experience from
previous acquisitions in the process.

Furthermore, as we see clear tendencies in ousindséor the relationship between experience
and performance being more extreme when lookidgrager event windows. An interesting
future line of research would be to study even &rigme periods than one year and potentially
see if there is a breaking point when the acquitants to recover.

SSE MSc in Management 59



The Role of Specialized Experience

References

Articles:
Andrade, G., Mitchell, M., & Stafford, E. (2001)Néw evidence and perspectives on mefgers
Journal of Economic Perspectives, Vol. 15, No.[2,193-120.

Ashkenas, R. N., DeMonaco, L. J. and Francis, $1998), ‘Making the deal real: how GE
capital integrates acquisitiofisHarvard Business Review, January-February, pp-18.

Barkema, H. G., Baum, J. A. & Mannix, E. A. (2002Management challenges in a new
time’, Academy of Management Journal, Vol. 45, No. 3, 16-930.

Beitel, P., Schiereck, D. & Wahrenburg, M. (200€xplaining M&A success in European
Banks”, European Financial Management, Vol. 10, No. 1,1089-139.

Billett, M. T. & Qian, Y. (2008), Are overconfident CEO’s born or made? Evidenceetif s
attribution bias from frequent acquirétdVlanagement Science, Vol. 54, No. 6, pp. 10371105

Boateng, A. & Lodorfos, G. (2006)The role of culture in the merger and acquisitioogess:
Evidence from the European chemical industianagement Decision, Vol. 44, No. 10, pp.
1405-1421.

Brown, S. J. & Warner, J. B. (1985),J8ing daily stock returns — the case of event stidi
Journal of Financial Economics, Vol. 14, Issuefd.,$31.

Buckley, P. J. & Casson, M. (1996)%An economic model of international joint venture
strategy”, Journal of International Business Studies, Vo|.@. 4, pp. 579-601.

Campa, J. M. & Hernando, I. (2006)]&As performance in the European financial industr
Journal of Banking & Finance, Vol. 30, Issue 12, R67-3392.

Cartwright, S. & Cooper, L. C. (1993),The role of culture compatibility in successful
organizatiori, The Academy of Management Executive, Vol. 34, §p-80.

Cartwright, S. & Schoenberg, R. (2006)hirty Years of Mergers and Acquisitions Research:
Recent Advances and Future Opportuniti@sitish Journal of Management, March, Vol. 17,

supplement, pp. S1-S5.

Chatterjee, S. & Lubatkin, M. (1986)Type of synergy and economic value: The impact of
acquisitions on merging and rival firrhStrategic Management Journal, Vol. 7, pp. 119-139

SSE MSc in Management 60



The Role of Specialized Experience

Chatterjee, S., Lubatkin, M. H., Schweiger, D. MWeber, Y. (1992), Cultural differences
and shareholder value in related mergers: Linkinguiey and human capital”Strategic
Management Journal, Vol. 13, pp. 319-334.

Clarke, C. J. (1987),Acquisitions — Techniques for measuring straterjic fong Range
Planning, Vol. 20, No. 3, pp. 12-18.

Datta, D. K. & Grant, J. H. (1990)Relationships Between Type of Acquisition, The artty
Given to the Acquired Firm, and Acquisition Success Empirical Analysi§ Journal of
Management, March, Vol. 16, No. 1, pp. 29-44.

Erel, 1., Liao, R. C. & Weisbach, M. S. (2012péterminants of CrosBorder mergers and
acquisitions, The Journal of Finance, Vol. 67, No. 3, pp. 10482.

Fama, E. F. (1998) Market efficiency, long-term returns, and behavidmnaance’, Journal of
financial economics, Vol. 49, No. 3, pp. 283-306.

Filipovi¢, D., Podrug, N, & Prester, J. (2012)Cross-border Mergers and Acquisitions in
Southeast Europe: Cases from Croatia, Romania anldaia’, International Journal of
Management Cases, Vol. 14, Issue 3, pp. 32-40.

Fischer, H. M. & Pollock, T. G. (2004)Effects of Social Capital and Power on Surviving
Transformational Change: The Case of Initial Pubéferings, Academy of Management
Journal, Vol. 47, No. 4, pp. 463-481.

Fowler, K. L. & Schmidt, D. R. (1989),Determinants of tender offer posts — acquisition
financial performancé Strategic Management Journal, Vol. 10, pp. 339-3

Fralicx, R. D. & Bolster, C. J. (1997)Pfeventing culture shotkModern Healthcare, August,
Vol. 11, pp. 50.

Gantmur, T. & Stephan, A. (2011)Mérgers & acquisitions and innovation performanne i
the telecommunications equipment industhydustrial and Corporate Change, Vol. 21, No. 2,
pp. 277-314.

Golafshani, N. (2003),Understanding Reliability and Validity in Qualitaé Research The
Qualitative Report, Vol. 8 No. 4, pp. 597-607.

Haleblian, J. & Finkelstein, S. (1999}, Ke Influence of Organizational Acquisition Expade
on Acquisition Performance: A Behavioral Learningrgpectivé Administrative Science

Quarterly, Vol. 44, No. 1.

Hayward, M. L. A. (2002);When do firms learn from their acquisition experee? Evidence
from 1990-1995" Strategic Management Journal, Vol. 23, pp. 21-39.

SSE MSc in Management 61



The Role of Specialized Experience

Huff, A. S. (1982),"Industry influences on strategy reformulatiorStrategic Management
Journal, Vol. 3, pp. 119-131.

Ismail, A. (2008),"Which acquirers gain more, single or multiple?deat evidence from
the US market.'Global Finance Journal, Vol. 19, pp. 72-84.

Ismail, A. & Davidson, I. (2005),Further analysis of mergers and shareholder weafthacts
in European banking”Applied Financial Economics, Vol. 15, pp. 13-30.

Ismail, T. H., Abdou, A. A. & Annis, R. M. (2010)Exploring Improvements of Post-Merger
Corporate Performance: The Case of EgyptP Journal of Business Strategy, Vol. 8, Issue
1, pp. 7-24.

Jemison, D. B. & Sitkin, S. B. (1986)Cbrporate acquisitions: A process perspective
Academy of Management Review, Vol. 11, No. 1, pfb-163.

King, D. R., Dalton, D. R., Daily, C. M. & Covin, &. (2004), Meta-analyses of post
acquisition performance: Indications of unidentifienoderator§ Strategic Management
Journal, Vol. 25, No. 2, pp. 187-200.

Krishnan, H.A., Miller, A, & Judge, W. Q. (1997 )Diversification and top management team
complementarity: Is performance improved by merginglar or dissimilar teams? Strategic
Management Journal, Vol. 18, No. 5, pp. 361-374.

Kusewitt, J. B. (1985), An exploratory study of strategic acquisition fastoelating to
performancg Strategic Management Journal, Vol. 6, No. 2, Hil-169.

Laamanen, T. & Keil, T. (2008),Performance of serial acquirers: toward an acqudsit
program perspectivie Strategic Management Journal, Vol. 29, No. 6,§§8-672.

Lane, H.W. & Beamish, P.W. (1990)Cfoss-cultural cooperative behavior in joint verdar
in LDCs', Management International Review, Vol. 30 (spkdsue), pp. 87-102.

Larsson, R. & Finkelstein, S. (1999)ntegrating strategic, organizational, and human
resource perspectives on mergers and acquisitidnsase survey of synergy realization.”

Organization Science, Vol. 10, pp. 1-26.

Levitt, B. & March, J. G. (1988),0rganizational learning”, Annual Review of Sociology,
Vol. 14, pp. 319-340.

Loughran, T. & Vijh, A.M. (1997), Do long-term shareholders benefit from corporate
acquisitions?”,Journal of Finance, Vol. 52, No. 5, pp. 1765-1790.

SSE MSc in Management 62



The Role of Specialized Experience

Lubatkin, M. (1983), Mergers and the performance of the acquiring firlAcademy of
Management Review, Vol. 8, No. 2, pp. 218-225.

Lubatkin, M. (1987), Merger strategies and stockholder vdlué&trategic Management
Journal, Vol. 8, No. 1, pp. 39-53,

Lubatkin, M., Schweiger, D.M. & Weber, Y. (1999)Tdp management turnover in related
M&As: An additional test of the theory of relatiseanding, Journal of Management, Vol. 25,
No. 1, pp. 55-67.

Lyon, J. D., Barber, B. M. & Tsai, C. L. (1999)mproved methods for tests of lenm
abnormal stock returrisThe Journal of Finance, Vol. 54, No. 1, pp. 185t

Meirovich, G. (2010), The impact of cultural similarities and differencas performance in
strategic partnerships: An integrative perspectivlurnal of Management and
Organization, Vol. 16, No. 1, pp. 127-139.

Mitchell, M. L. & Mulherin, J. H. (1996), The Impact of Industry Shocks on Take- over and
Restructuring Activity Journal of Financial Economics, Vol. 41, pp. 229.

Mitchell, W. & Shaver, J. M. (2003),Who buys what? How integration capability affects
acquisition incidence and target choiceSirategic Organization, Vol. 1, pp. 171-201.

Moeller, S. B., Schlingemann, F. P. & Stulz, R. (4004), 'Firm size and the gains from
acquisitions, Journal of Financial Economics, Vol. 73, Nopp. 201-228.

Montgomery, C. A. & Wilson V. A. (1986),Mergers that last: A predictable pattérn
Strategic Management Journal, Vol. 7, pp. 91-96.

Morosini, P., Shane, S. & Singh, H. (1998Ndtional cultural distance and cross-border
acquisition performance Journal of International Business Studies, \d&, No. 1, pp. 137-
158.

Pablo, A. L. (1994), Determinants of acquisition integration level: Acdgon-making
perspectivg Academy of Management Journal, Vol. 37, No. @., §03-836.

Paine, F. T. & Power, D. J. (1984)Meérger strategy: an examination of Drucker's fivdes
for successful acquisitionsStrategic Management Journal, Vol. 5, No. 2,99-110.

Parkhe, A. (1991),Interfirm diversity, organizational learning, andbngevity in global

strategic alliance alliances”Journal of International Business Studies, Vo].Ng. 5, pp. 849-
75.

SSE MSc in Management 63



The Role of Specialized Experience

Popper, M. & Lipshitz, R. (2000),Crganizational learning mechanisms, culture, and
feasibility’, Management Learning, Vol. 31, No. 2, pp. 181-196

Porter, M. E. (1987),From competitive advantage to corporate stratedflarvard Business
Review, Vol. 65, Issue 3, pp. 43-59.

Pothukuchi, V., Damanpour, F., Choi, J., Chen, &QCPark, S.H. (2002), National and
organizational culture differences and internatibfj@int venture performan¢e Journal of
International Business Studies, Vol. 33, No. 2,2%8-265.

Roll, R. (1986), The Hubris Hypothesis of Corporate TakeoVei$e Journal of Business,
April, Vol. 59, pp. 197-216.

Schneider, S. C. & De Meyer, A. (1991nterpreting and responding to strategic issuese Th
impact of national culturg Strategic Management Journal, Vol. 12, No. 4,3Qv-320.

Seth, A. (1990), Sources of value creation in acquisitions: an eigplr investigatiof,
Strategic Management Journal, Vol. 11, pp. 99-115.

Shaver, J. M. (2006) A' Paradox of Synergy: Contagion and Capacity EffactMergers and
Acquisition$, Academy of Management Review, Vol. 31, No. 4, 2-976.

Shenkar, O. (2001)Cultural distance revisited: Towards a more rigosotonceptualization
and measurement of cultural differentekurnal of International Business Studies, \84,
No. 3, pp. 519-535.

Shrivastava, P. (1986)Pbstmerger Integratioh Journal of Business Strategy, Vol. 7, pp. 65—
76.

Singh, H. & Montgomery, C., (1987),Cbrporate acquisition strategies and economic
performancg Strategic Management Journal, Vol. 8, pp. 378-38

Sirmon, D. G. & Lane, P. J. (2004A‘model of cultural differences and internationHieance
performancg Journal of International Business Studies, \38, No. 4, pp. 306-319.

Stahl, G. K. & Voight, A. (2004),Meta-analyses of the performance implications diucal
differences in mergers and acquisitiopA&cademy of Management Proceedings, Vol. 1, pp.
11-15.

Thomsen, J., Mosekilde, L., Barlach, J., SogaardMosekilde, E., Weber, Y. & Pliskin, N.

(1996) 'The effects of information systems integration arganizational culture on a firm’s
effectiveness Information and Management, Vol. 30, No. 2, ff-90.

SSE MSc in Management 64



The Role of Specialized Experience

Weber, Y. (1996),'Corporate cultural fit and performance in mergeesd acquisitions”,
Human Relations, Vol. 49, No. 9, pp. 1181-202.

Wernerfelt, B. (1988),Umbrella branding as a signal of new product qual&n example of
signaling by posting a boRdRAND Journal of Economics, Vol. 19, pp. 458-466

Zaheer, A., Castafier, X. & Souder, D. (2013yrfiergy Sources, Target Autonomy,
and Integration in Acquisitions™Journal of Management, Vol. 39, No. 3, pp. 604-632.

Zollo, M. & Singh, H. (2004), Deliberate learning in corporate acquisitions: pestquisition
strategies and integration capability in US bankgees’, Strategic Management Journal, Vol.
25, No. 13, pp. 1233-1256.

Working Papers:
Boateng, A. & Bjertuft, V. (2003), Firm characteristics and motives for mergers and
acquisitions in Norway working paper, Leeds Metropolitan University,dds.

Coeurdacier, N., De Santis, A. R. & Aviat, A. (200@ross-Border Mergers and Acquisitions.
Financial and Institutional Forces"European Central Bank Working Paper Series, No8101

Conn, R. C. L., Cosh, A., Guest, P. M. & Hughes,(2004), ‘Why must all good things come
to an end? The performance of multiple acquitersvorking paper, found at
URL:http://papers.ssrn.com/sol3/papers.cfm?abstided 99310.

Hitt, M. A., Harrison, J. S., Ireland, R. D. & Begt. (1993), ‘Lifting the veil of success in
mergers and acquisitiohdPaper presented at the Annual Meeting of that&gic Management
Society, Chicago.

Kengelbach, J., Klemmer, D.C., Schwetzler, B. & i8pg, M. O. (2012), An anatomy of

serial acquirers, M&A learning and the role of paserger integration]; Working Paper,
Leipzig Graduate School of Management.

Books:
Belsley, D. A., Kuh, E. & Welsch, R. E. (1980)Régression Diagnostics: Identifying
Influential Data and Sources of CollinearityNew York: John Wiley & Sons, Inc.

Bryman, A. and Bell, E. (2003), “Féretagsekonomikakningsmetoder”, Malma: Liber.

Creswall, J. W. (2003),Research Design; Qualitative, Quantitative, and é&dixMethods
Approache$ 2nd ed., California: Sage Publications Inc., p26.

SSE MSc in Management 65



The Role of Specialized Experience

Daniel, T. A. & Metcalf, G. S. (2001), The Management of People in Mergers and
Acquisition$, Westport, CT: Quorum Books.

Evans, P. & Mendenhall, M. (2004), in Stahl, K.GM&ndenhall, M. (Eds),Mergers and
Acquisitions: Managing Culture and Human Resodutc8sanford, CA: Stanford University
Press.

Jacobsen, D. I. (2002)Vvad, hur och varfér? Om metodval i féretagsekonosh andra
samhallsvetenskapliga amrighund: Studentlitteratur, Print.

Kirk, J. & Miller, M. L. (1986), 'Reliability and validity in qualitative researtiBeverly Hills:
Sage Publications.

Kolb, D. A. (1984), Experiential Learning: Experience as the Sourckeasdrning and
Developmerit Englewoods Cliff, NJ: Prentice-Hall.

Myers R. H., Montgomery D. C. & Andersson-Cook C. K2009), ‘Response Surface
Methodology: Process and Product Optimization Usiegigned experimerif3Niley Series
in Probability and Statistics, 3rd Edition

Phillips, D. C. & Burbules, N. C. (2000)Pbtstpositivism and educational resedidsanham,
MD: Rowman & Littlefield.

Spender, J. C. (1987)ndustry Recipes: An Enquiry in the Nature and $esarf Managerial
Judgemerit Oxford, England: Basil Blackwell.

Online References:

ECB (2014), ECB: Publication of the report on EU banking stures”, (online), Available
at: http://www.ecb.europa.eu/press/pr/date/2008/pt681013 1.en.html, (Accessed 8 Dec.
2014).

Farrell, S. (2014),Pfizer preparing £60bn bid for AstraZenec#bnline), The Guardian,
Available at: http://www.theguardian.com/busine844apr/28/pfizer-preparing-60bn-bid-
for-astrazeneca, (Accessed 8 Dec. 2014).

Hartung, A. (2014), Three Smart Lessons From Facebook's Purchase Ofs\ibgd,
(online), Forbes, Available at:
http://www.forbes.com/sites/adamhartung/2014/0Zi2dterbergs-3-smart-leadership-
lessons-from-facebook-buying-whatsapp/, (Accessbe@ 2014).

Harvard Business Review (2011),He Big Idea: The New M&A Playbooknline),
Avalilable at: http://hbr.org/2011/03/the-big-idéeetnew-ma-playbook/ar/1, (Accessed 8
Dec. 2014).

SSE MSc in Management 66



The Role of Specialized Experience

STOXX, (2014), STOXX® Europe 60Q"(online), Available at:
http://www.stoxx.com/indices/index_information.hftalmbol=SXXP, (Accessed 8 Dec.
2014).

UCLA: Statistical Consulting Group (2014Régression with SPSS: Lesson 2 - Regression
Diagnostics”, (online), Available at:
http://www.ats.ucla.edu/stat/spss/webbooks/regteimafspssreg2.htm (Accessed 8 Dec.
2014).

Weber, Y., Oberg, C. & Tarba, S. (2014)he M&A Paradox: Factors of Success and
Failure in Mergers and Acquisitions{pnline), Ftpress.com, Available at:
http://www.ftpress.com/articles/article.aspx?p=2982, (Accessed 8 Dec. 2014).

Welch, D. & Armstrong, D. (2014) Pfizer Planning to Raise AstraZeneca Bid Above $106

Billion”, (online), Bloomberg, Available at: http://www.bloderg.com/news/2014-05-
01/pfizer-said-to-plan-sweetening-astrazeneca-bitd-eash.html, (Accessed 8 Dec. 2014).

Reports:
Grant Thornton (2013), The rise of the cross-border transactipnGrant Thornton

International Business Report.
McKinsey&Company (2010),Perspectives on Merger Integratipdune 2010.

Thomson Reuters (2012)Mergers & Acquisitions Reviéw M&A Financial Advisory
Review.

SSE MSc in Management 67



The Role of Specialized Experience

Appendix 1 - Distribution of acquisitions per European country

Number of

Number of

. Number of L Number of

Country :;qulsmons acquisitions Country Ia);qmsxtlons acquisitions

Rl — as targets el — as targets
Albania 0 Ireland 30 24
Andorra 0 Italy 61 69
Armenia 0 0 Kazakhstan 0 1
Austria 13 9 Latvia 0 1
Azerbaijan 0 0 Liechtenstein 0 0
Belarus 0 1 Lithuania 5 5
Belgium 45 45 Luxembourg 8 3
Bosnia and Herzegovina 0 0 Norway 43 47
Bulgaria 3 5 Poland 45 49
Croatia 0 3 Portugal 6 9
Cyprus 0 1 Romania 0 14
Czech republic 3 10 Russia B 68
Denmark 19 28 San Marino 0 0
Estonia 0 1 Serbia 0 5
Finland 61 45 Slovakia 0 5
France 102 97 Slovenia 0 1
Georgia 0 0 Spain 64 76
Germany 35 65 Sweden 155 97
Greece 6 4 Switzerland 4 14
Hungary 15 8 Turkey 0
Iceland 0 0 Ukraine 0
United Kingdom 1079 987
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Appendix 2 - Distribution of acquisitions per acquiring firm

Acquiror name Number of acquisitions

ACAL PLC

ACCESS INTELLIGENCE PLC
ACCIONA SA

ACCOR SA

ACCUMULI PLC

ADDNODE AB

ADDTECH AB

ADDVISE LAB SOLUTIONS AB
ADVANCED COMPUTER SOFTWARE GROUP PLC
ADVANCED POWER COMPONENTS PLC
ADVEO GROUP INTERNATIONAL SA
AEDIFICA SA

AFFECTOGENIMAP OYJ

AGA FOODSERVICE GROUP PLC
AGORASA

AHLSTROM OYJ

AR LIQUIDE SA

AKKA TECHNOLOGIES SA

ALECTO MINERALS PLC

ALFA LAVAL AB

ALKANE ENERGY PLC

ALLIANCE PHARMAPLC

ALLOCATE SOFTWARE PLC
ALLTELE ALLMANNA SVENSKA TELEFONAKTIEBOLAGET
ALSTOM SA

ALTERNATIVE NETWORKS PLC
AMDOCS LTD

AMEC PLC

AMINO TECHNOLOGIES PLC
AMPER SA

AMTEL-VREDESTEIN NV
ANTEVENIO SA

ARM HOLDINGS PLC

ASCENT RESOURCES PLC

ASPIRO AB

ASSOCIATED BRITISH FOODS PLC
ASTRAZENECAPLC

ATEA ASA

AUGEAN PLC

AUTOGRILL SPA

AVACTA GROUP PLC

AVANQUEST SOFTWARE SA
AVISEN PLC

AVIVAPLC

AXA SA

BABCOCK INTERNATIONAL GROUP PLC
BALFOUR BEATTY PLC

BANCA CARIGE SPA
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BANCA POPOLARE DI MILANO SCARL

BANCO DE SABADELL SA

BANCO SANTANDER CENTRAL HISPANO SA

BASF AG

BASWARE OYJ

BEKAERT SA/INV

BELGACOM SA

BELGRAVIUM TECHNOLOGIES PLC

BETSSON AB

BILFINGER BERGER AG

BILIA AB

BIOMAXIMA SA

BIOMERIEUX SA

BLOOMSBURY PUBLISHING PLC

BOND INTERNATIONAL SOFTWARE PLC

BRAEMAR SHIPPING SERVICES PLC

BRAMMER PLC

BRAVEHEART INVESTMENT GROUP PLC

BRINGWELL AB

BRITISH LAND COMPANY PLC, THE

BRITISH SKY BROADCASTING GROUP PLC

BROOKS MACDONALD GROUP PLC

BT GROUP PLC

C&C GROUP PLC

CAIXABANK SA 3

CAPINORDIC A/S

CAPITA GROUP PLC, THE 42

CARETECH HOLDINGS PLC 5

CARILLION PLC 5

CARPETRIGHT PLC 3
4
4

W WO WO Wwwdhowowoou W wwdhh N WwWwwo w
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CARR'S MILLING INDUSTRIES PLC
CARREFOUR SA

CELLO GROUP PLC 11
CENTAUR MEDIAPLC 10
CENTRICAPLC

CEZ AS

CHEMRING GROUP PLC

CHESNARAPLC

CHIME COMMUNICATIONS PLC

CINEWORLD GROUP PLC

CITY SERVICE AB

CITYCON OYJ

CLARKSON PLC

COBHAM PLC

COFINIMMO SA

COLUMBUS IT PARTNER A/S

COMMUNISIS PLC

COMPAGNIE D'ENTREPRISES CFE SA

COMPAGNIE DE SAINT-GOBAIN SA

COMPAGNIE INDUSTRIELLE ET FINANCIERE D'INGENIERIE S
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COMS PLC

CREDIT AGRICOLE SA

CRHPLC

CSM NV

CVS GROUP PLC

DAIRY CREST GROUP PLC

DAISY GROUP PLC

DALHOFF LARSEN & HORNEMAN A/S
DASSAULT SYSTEMES SA

DATA RESPONS ASA

DCD MEDIAPLC

DECHRA PHARMACEUTICALS PLC
DELHAIZE GROUP SA

DELTAQ A/S

DEUTSCHE BANK AG

DIAGEO PLC

DIGITAL BARRIERS PLC

DIGITAL MARKETING GROUP PLC
DIGITAL MULTIMEDIA TECHNOLOGIES SPA
DORO AB

EBIQUITY PLC

EDB BUSINESS PARTNER ASA
EGDON RESOURCES PLC

EKF DIAGNOSTICS HOLDINGS PLC
ELECTRIC WORD PLC
ELECTRICITE DE FRANCE SA
ELEKTRON PLC

ELISAOYJ

ENEA AB

ENGINEERING INGEGNERIA INFORMATICA SPA
ENI SPA

ENIRO AB

ERINACEOUS GROUP PLC

ERSTE BANK DER OSTERREICHISCHEN SPARKASSEN AG (OLD) 4
EUROBANK PROPERTIES REAL ESTATE INVESTMENT COMPANY
SA

EVOTEC AG

EXPRIVIA SPA

FACHOWCY.PL VENTURES SA
FAES FARMA SA
FAGERHULT AB

FASTIGHETS BALDER AB
FIERA MILANO SPA
FINSBURY FOOD GROUP PLC
FIRMA HANDLOWA JAGO SA
FLYING BRANDS LTD
FOMENTO DE CONSTRUCCIONES Y CONTRATAS SA
FONCIERE DES MURS SA
FONCIERE DES REGIONS SA
FORMATION GROUP PLC
FORMPIPE SOFTWARE AB
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FUGRO NV

FULLER SMITH & TURNER PLC

FUNESPANA SA

GALLIFORD TRY PLC

GAMESA CORPORACION TECNOLOGICA SA
GAS NATURAL SDG SA

GAZPROM OAQO

GB GROUP PLC

GECINA SA

GETIN HOLDING SA

GLAXOSMITHKLINE PLC

GO-AHEAD GROUP PLC

GOOCH & HOUSEGO PLC

GOODTECH ASA

GR. SARANTIS SA

GRAINGER PLC

GREEN COMPLIANCE PLC

GREENE KING PLC

GRUPO MEDIA CAPITAL SGPS SA

GRUPPA CHERKIZOVO OAO

GRUPPA LSR OAO

HALMAPLC

HAMMERSON PLC

HAMPDEN UNDERWRITING PLC

HARGREAVES SERVICES PLC

HEADLAM GROUP PLC

HEINEKEN NV

HERA SPA

HI-MEDIA SA

HML HOLDINGS PLC

HORNBY PLC

HUNTSWORTH PLC

HYDER CONSULTING PLC

IBERDROLA SA

IDEAGEN PLC

IDOX PLC

IFG GROUP PLC

IGAS ENERGY PLC

ILX GROUP PLC

IMMOBILIARE GRANDE DISTRIBUZIONE SIIQ SPA
IMTECH NV

INDRA SISTEMAS SA

INDUSTRIAL MILK COMPANY SA

ING GROEP NV

INNOVATION GROUP PLC, THE

INTELLEGO HOLDINGS PLC

INTERIOR SERVICES GROUP PLC 5
INTERQUEST GROUP PLC
INTERSERVE PLC 4
INTERTEK GROUP PLC 22
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INTERVEST OFFICES SA

INTRUM JUSTITIA AB

INVESTEC PLC

IOMART GROUP PLC

ITE GROUP PLC

ITS GROUP SA

ITVPLC

JAMES FISHER AND SONS PLC
JARDINE LLOYD THOMPSON GROUP PLC
JD SPORTS FASHION PLC

JELF GROUP PLC

JOHNSON MATTHEY PLC

JOHNSTON PRESS PLC

JUDGES SCIENTIFIC PLC

K3 BUSINESS TECHNOLOGY GROUP PLC
KEMIRA OYJ

KERRY GROUP PLC

KINGSPAN GROUP PLC

KINGSTON COMMUNICATIONS (HULL) PLC
KLEPIERRE SA

KNOWIT AB

KONINKLIJKE DSM NV

KONINKLIJKE KPN NV

KONINKLIJKE PHILIPS ELECTRONICS NV
L'OREAL SA

LADBROKES PLC

LAVENDON GROUP PLC

LIGHTHOUSE GROUP PLC

LOOKERS PLC

LOTUS BAKERIES NV

LOW & BONAR PLC

LSL PROPERTY SERVICES PLC
MAGYAR TELEKOM TAVKOZLESI NYRT
MANAGED SUPPORT SERVICES PLC
MARR SPA

MATTIOLI WOODS PLC

MEARS GROUP PLC

MEDA AB

MEGGITT PLC

MERCOR SA

MIDSONA AB

MINOAN GROUP PLC

MISSION MARKETING GROUP PLC, THE
MITIE GROUP PLC

MNI SA

MOBILNYE TELESISTEMY OAO
MOBYSON AB

MOL MAGYAR OLAJ- ES GAZIPARI NYRT
MONITISE PLC

MORPOL ASA
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MOTIVCOM PLC

MURGITROYD GROUP PLC

MUNCHENER RUCKVERSICHERUNGS-GESELLSCHAFT AG

N BROWN GROUP PLC

NATIONAL EXPRESS GROUP PLC

NATRACEUTICAL SA

NATUREX SA

NCC GROUP PLC

NETBOOSTER SA

NETCALL PLC

NETIA SA

NETPLAY TVPLC

NOKIA OYJ

NORTHERN BEAR PLC

NORTHGATE PLC

NOVOLIPETSKII METALLURGICHESKII KOMBINAT OAO

NWF GROUP PLC

OEM INTERNATIONAL AB 10

OFFICE20FFICE PLC 3

ORAL HAMMASLAAKARIT OYJ 4
3
3

D W WUl h WN WA OO WWWWhr~O

ORIGIN ENTERPRISES PLC
ORSZAGOS TAKAREKPENZTAR ES KERESKEDELMI BANK RT

OTKRYTOE AKTSIONERNOE OBSHCHESTVO MEZHDUGORODNOI
| MEZHDUNARODNOI ELEKTRICHESKOI SVYAZI ROSTELEKOM 12

OTKRYTYE INVESTITSII OAO

OVOCA GOLD PLC

PARKMEAD GROUP PLC, THE
PARVA INVESTITSIONNA BANKA AD
PAYPOINT PLC

PEARSON PLC

PERFORM GROUP PLC
PERSIMMON PLC

PETROFAC LTD

PHOENIX IT GROUP PLC

PHSC PLC

PLASTIC OMNIUM SA

PLAYTECH LTD
POLIMEX-MOSTOSTAL SA

POLSKI KONCERN MIESNY DUDA SA
POWEO SA

PREVAS AB

PRIMARY HEALTH PROPERTIES PLC
PROACTIS HOLDINGS PLC

PUNCH TAVERNS PLC

QIAGEN NV

QUANMAX AG

QUINDELL PORTFOLIO PLC
RAIFFEISEN INTERNATIONAL BANK-HOLDING AG
RANDSTAD HOLDING NV
RAUTARUUKKI OYJ

READSOFT AB
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RECORDATI SPA

RENEW HOLDINGS PLC

RENEWABLE ENERGY GENERATION LTD

RENTOKIL INITIAL PLC

REPLY SPA

RESTORE PLC 10

RICHTER GEDEON VEGYESZETI GYAR NYRT

ROTALAPLC 4

ROTORK PLC 5

RPC GROUP PLC 4

RPS GROUP PLC 12

RWS HOLDINGS PLC 5

SAGE GROUP PLC, THE 3

SANDERSON GROUP PLC 4

SCHNEIDER ELECTRIC SA 3
4
4
3

D 0 W W

w

SCOTTISH & SOUTHERN ENERGY PLC

SDLPLC

SECURE TRUST BANK PLC

SECURITAS AB 17
SERCO GROUP PLC 5
SERVOCAPLC 7
SEVERSTAL OAO 4
SHANKS GROUP PLC 5
SIEMENS AG 5
SINCLAIR PHARMAPLC 4

SISTEMA AKTSIONERNAYA FINANSOVAYA KORPORATSIYA OAO 3
SKANSKA AB 4
SKF AB 5
SMITHS GROUP PLC 3
SMITHS NEWS PLC 3
SOCIETA CATTOLICA DI ASSICURAZIONE SC 3
SOCIETE GENERALE 5
SODEXO SA 3
SOL MELIA SA 3
SOLID STATE PLC 4
SOLTEQ OYJ 3
SOURCE BIOSCIENCE PLC 3
SOUTHERN CROSS HEALTHCARE GROUP PLC 3
SPEEDY HIRE PLC 10
SQLISA

STIVESPLC

STADA ARZNEIMITTEL AG
STADIUM GROUP PLC

STAFFLINE GROUP PLC

STANLEY GIBBONS GROUP PLC
STOBART GROUP LTD

STORA ENSO OYJ

STRAIGHT PLC

SWEDBANK AB

TANGENT COMMUNICATIONS PLC

W w o w s b owo ooy o
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TDC A'S

TELE2 AB

TELECITY GROUP PLC
TELEFONAKTIEBOLAGET LM ERICSSON
TELEGRAAF MEDIA GROEP NV
TELEKOM AUSTRIA AG

TELENET GROUP HOLDING NV
TELENOR ASA

TELIASONERA AB

TEN ALPS PLC

TERNIENERGIA SPA

TESCO PLC

THOMAS COOK GROUP PLC
TIETOENATOR OYJ

TRACSIS PLC

TRANSCOM WORLDWIDE SA

TRAVIS PERKINS PLC

TRINITY MIRROR PLC

TT ELECTRONICS PLC

TURVATIIMI OYJ

UBS AG

ULTRA ELECTRONICS HOLDINGS PLC
ULTRASIS PLC

UNITED BUSINESS MEDIA LTD

UNITED DRUG PLC

UNITED INTERNET AG

UTILITYWISE PLC

VASTOX PLC

VERTU MOTORS PLC

VITROLIFE AB

VP PLC

WATERMAN GROUP PLC

WEATHER LOTTERY PLC, THE
WILMINGTON GROUP PLC
WINCANTON PLC

WM MORRISON SUPERMARKETS PLC
WOLVERHAMPTON & DUDLEY BREWERIES PLC
WS ATKINS PLC

WYNNSTAY GROUP PLC

X5 RETAIL GROUP NV

ZAKLADY PRZEMYSLU CUKIERNICZEGO MIESZKO SA
ZAKLADY TLUSZCZOWE KRUSZWICA SA
ZETES INDUSTRIES SAINV

AF AB 14
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Total (for the 392 acquirers above) 1898
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