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Workshop-Report:
In the wave of M&A: Europe and Japan

On February 20th 2007, a European oriented

workshop was hosted by the Research Institute of
Economics and Business Administration (RTEB-Center)
at Kobe University. This international event was titled:
"In the wave of M&A: Europe and Japan" and organized
by Professor Dr. Ralf BEBENROTH, who belongs to
this entity at Kobe University.
A range of presentations were delivered at this M&A
conference and researchers were invited from all over
the world to the RIEB-Center. Professor Dr. Nir
KSHETRI traveled all the way from North Carolina to
this conference. Also Dr. Joerg MAHLICH came
especially for this conference from Vienna. Professor Dr.
Shinobu MURAMATSU, who gave the keynote speech
who traveled all the way from Tokyo as well as
Professor Dr. Andrew STAPLES who came from Osaka
to present his paper. All of the guests delivered
outstanding presentations, which are assembled in a
booklet what is free of charge to obtain by the RIEB-
Center.

We were fortunate to have had two great chairperson
and a highly motivated audience with a mix of
nationalities who posed excellent questions and helped
facilitate good discussions throughout both sessions. We
were especially impressed by the fact that several
participants from the audience came from as far as
from Tokyo for a one day trip just to attend this
workshop.

The workshop hosted five presentations, divided in
two sessions. The first presentation was given by Dr.
Joerg MAHLICH, from the Austrian KEconomic
Chamber, Vienna. The paper he presented dealt with:
"What drives the likelihood of being acquired - evidence
from European Data" (Co-authored with Burcin
Yurtoglu). Dr. MAHLICH started his presentation with
a brief overview on worldwide M&A activities and then
focused especially on Europe. In this introduction
already, he stated that his time series data suggests
also for Europe a merger wave took place in the late
1990's. He continued to present theoretical synopses of
the determinants of mergers and argued the existence
for two different theoretical schools of thought. First, he
discussed on the one hand the neoclassical approach,



which relies on two strict assumptions, profit
maximization and capital market efficiency. Then, Dr.
MAHLICH discussed the behavioral theories which
replace these two assumptions for a growth or sales
maximization and for the allowance of a misevaluation
of the capital market. He concluded his research with
findings that M&A in Europe does not lead to an
increase in the performance of the companies.

Prof. Dr. Kshetri from North Carolina University,
USA was the second speaker. He discussed the
acquisition behavior of the Chinese company TCL
(Today China Lion) who entered into several European
countries via M&A. His convincing paper "The Case of
TCL in Europe" (co-authored by Bebenroth /Li)
analyses Chinese acquisition patterns. KSHETRI
discussed in his presentation enabling factors and
motivations which are associated with Chinese
outbound M&A activities. In contrast to many other
studies connected to China, this paper investigates the
other way around and asks ahout investments by a
Chinese company in Europe. Furthermore, and for this
workshop of vital interest, determinants of M&A
performances for this Chinese company, named TCL in
Europe were shown in three case studies. Two acquired
companies were acquisitions, or at least acquisitions of
business lines from French companies, called Thompson
and Alcatel. The third company was the famous
German but already bankruptcy Schneider-company. In
all three case studies, KSHETRI could show that the
initial costs for the Chinese side were very low. The
Schneider company cost $US8.2 Million and therefore
TCL received several fabrics, many brands and a
complete mail-order-business shop.

According to KSHETRI, all three acquisitions were
not successful. Neither market share in Europe
increased for TCL nor any improvement was visible
that brand names could be transferred successfully to
China. Finally, also the European politicians started
soon to become skeptical about the deals, in the
German Schneider company for instance, almost all 650
employees lost their jobs.

Professor Dr. Shinobu MURAMATSU from the
Kyushu Institute of Information Sciences delivered the
keynote speech. In his presentation "M&A in Japan-
Past and Present" the legendary, outstanding Japanese
M&A researcher convinced the auditorium about the
necessity of current M&A research in Japan.
MURAMATSU divided his impressive talk into three
Japanese merger waves. The first merger wave started
in 1965 with the creation of New Nippon Steel. In this
wave also Nissan and Prince merged to become Nissan
motors (what it was until Renault participated in
Nissan Motors in 1999 through stock participation). In

the first merger wave, corporate strategic planning
sections of large-scale companies were motivated to
extend their market share and their corporate growth
within the existing companies. The first merger wave
continued until 1978.

The second merger wave started in 1985 with a shift
from the power of banks to a new booming security
market. MURAMATSU stated that this occurred at the
same time as an emerging weakness in the Japanese
keiretsu system. Manufacturing companies started to
finance themselves through the capital market in spite
of getting finance by their main banks. The second
merger wave ended in 1993 and therefore, especially in
the boom period of 1989 and 1990, many overseas
investments took place. In the year of 1990 an all time
high of 459 outbound deals were reported (outbound in
this sense that Japanese companies acquired foreign
companies in other countries).

Finally, the third merger wave, starting from 1994
and is still continuing. The M&A deals today are often
times a bailing out of defaulting companies. In this
third merger wave, MURAMATSU states that again
increasing outhbound activities by Japanese companies
are visible.

Professor Dr. Andrew STAPLES from Kansai Gaidai
University was the fourth speaker. He delivered a
series of interesting facts about "Inward investment
and the revitalization of the Japanese economy". As an
expert on the Japanese economy, Staples gave at first
some background data on FDI in the Japanese economy.
We can note that when compared to other
industrialized countries, Japan does not receive as
much direct investment as for example Great Britain.
Also the inward FDI performance index rankings show
that Japan is not considered to be an attractive country
to invest in - in 2005 from a survey of 141 countries,
Japan came in at 131. However, Staples states that the
FDI potential index is much more favorable about
investments to Japan. In this index, the 2004 show
Japan ranked at 22. According to Staples, that means
that Japan does not yet attract as much FDI as other
comparable countries do, but there is a high future
potential for this.

Staples then linked FDI to the economic
revitalization of Japan. As a consensus emerged that
FDI is vital to the revitalization of the Japanese
economy, the question was raised as to whether the
precedence and experience of the UK can be an
important reference point for Japan? According to
Staples, Great Britain experienced stronger wealth
through inbound FDI increases: however, he promotes
the mneed for an advanced assessment and
understanding of the FDI impact on the citizens. In



Great Britain, FDI increases led to a stronger
polarization of the citizens. Businessmen profited
immensely according so Staples, but most regular
citizens did not benefit from higher inward FDI.

Professor Dr. LI Donghao and Professor Dr. Ralf
BEBENROTH, both from Kobe University gave the
fifth joint presentation with the title! "Performance of
inbound Japanese M&A". In their paper, the long term
performance for 60 inbound Mé&A cases to Japan is
investigated. In contrast to the often times studied
Japanese companies hitting other countries with FDI,
Li and Bebenroth investigated Japanese target
companies, finding out whether or not their
performance increases through the acquisition by non-
Japanese companies.

Their main finding was that there is not sufficient
support for better performing Japanese target
companies after being acquired. None of the
performance measures showed significance for a longer
time span. In regard to restructuring, however, they
demonstrated that target companies on average
restructure themselves or get restructured already
several years before the acquisition is taking place. This
is in contrast to the so called anecdotal literature,
which usually states that a downsizing of employees
starts immediately after a Japanese company is taken
over by non-Japanese investors. A third important
finding of their paper is the wvisibility of a strong
downsizing effect on employees over the entire 10 year
time span. Downsizing was much stronger than the
decrease in sales volume in the same time; therefore, a
more favorable ratio of sales per employee is
demonstrable,

Finally, thanks go to the RIEB-center for their
financial support. Especially thanks to Kataoka san, to
Kitano san and to Okuda san for their help and for

their invaluable assistance on the day of the event.
(Ralf BEBENROTH)
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GLOBAL ACCOUNTING DIGITAL ARCHIVES
TASK FORCE COMMITTEE
Charge:

This Task Force is a joint effort of the American
Accounting Association and the European Accounting
Association. The basic unit of geo-political measure for
accounting study is expanding across time and space
boundaries via technology which is increasingly
digitized to facilitate immediate access. The Task Force
will contribute to the development of accounting
thought, in global terms, by easing access to materials
previously limited or less well identified. The TF will:

+ Identify archival sources, in particular those which
contain digitized accounting primary and research
materials.
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+ Establish and populate a pilot website at
http//lraw.rutgers.edu/digitallibrary

+ Expand awareness about digital accounting materials
and archival locations related thereto

+ Sponsor informative presentations at appropriate
meetings and events

Chair:

Gary John Previts
Case Western Reserve University
(cited from Task Force Home Page)
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